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Item 1.01.        Entry into a Material Definitive Agreement.
 

On July 31, 2013, PharmAthene, Inc., a Delaware corporation (“PharmAthene”), entered into an agreement and plan of merger (the “Merger
Agreement”), pursuant to which its wholly-owned subsidiary, Taurus Merger Sub, Inc. (“Merger Sub”), will be merged with and into Theraclone Sciences,
Inc., a Delaware corporation (“Theraclone”), with Theraclone as the surviving subsidiary (the “Merger”).

 
Pursuant to the terms of the Merger Agreement, at the effective time of the Merger (the “Effective Time”), each outstanding share of common stock

of Theraclone will be converted into the right to receive a number of shares of PharmAthene common stock equal to the quotient obtained by dividing the
Fully Diluted Equity (as defined below) of PharmAthene by the Fully Diluted Equity of Theraclone (the “Exchange Ratio”), less a pro rata share of
PharmAthene common stock representing five percent of the merger consideration issuable to the stockholders of Theraclone (the “Escrow Shares”). The
Merger Agreement defines “Fully Diluted Equity” to mean, with respect to PharmAthene, the total number of shares outstanding of PharmAthene common
stock assuming full conversion or exercise of all then outstanding options and warrants, which, in each case, have an exercise price less than or equal to $2.50
per share, and convertible securities. With respect to Theraclone, “Fully Diluted Equity” means the total number of shares outstanding of Theraclone common
stock, assuming full conversion or exercise of all then-outstanding options and warrants and all convertible securities. Holders of Theraclone common stock
will receive cash in lieu of fractional shares. In addition, all outstanding Theraclone options, as well as Theraclone’s 2004 Option Plan, will be assumed by
PharmAthene. Each option or warrant to purchase one share of Theraclone common stock will be converted into an option or warrant, as the case may be, to
purchase a number of shares of PharmAthene common stock representing the number of Theraclone shares for which the exchanged option or warrant was
exercisable multiplied by the Exchange Ratio. The exercise price would be proportionately adjusted.
 

Following the consummation of the transactions contemplated by the Merger Agreement, the securityholders of PharmAthene immediately prior to
the Effective Time and the securityholders of Theraclone immediately prior to the Effective Time will each own approximately 50% of the fully-diluted
equity (without regard to PharmAthene options and warrants having an exercise price greater than $2.50 per share) after the Merger. The Escrow Shares
described above, which will serve to secure the Theradone stockholders’ indemnification obligations under the Merger Agreement, will be deposited with
Citibank, N.A., as escrow agent under a separate escrow agreement to be entered into prior to the completion of the Merger. The escrow period will expire
nine months from the date of completion of the Merger.
 

The Merger is intended to qualify as a “reorganization” within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended.
 
Pursuant to a related board of directors composition agreement between PharmAthene and certain former stockholders of Theraclone, which is

expected to be entered into at completion of the Merger (the “Board Composition Agreement”), the nine-member board of directors of post-Merger
PharmAthene (the “Board”) will consist of five directors designated by PharmAthene and four directors designated by Theraclone. Those members will
initially be Steve Gillis, Ph.D., Wende Hutton and Clifford J. Stocks of Theraclone, and Mitchel Sayare, Ph.D., Eric I. Richman, John M. Gill, Brian A.
Markison and Derace L. Schaffer, M.D. of PharmAthene, with a ninth director still to be designated by Theraclone. Under the Board Composition Agreement,
the executive officers and directors of PharmAthene, the directors of Theraclone and their affiliates, and certain holders of 5% or more of Theraclone’s
Capital stock (collectively, the “Signing Stockholders”) will agree to vote all shares owned by such holders, or over which such holders have voting control,
as necessary to ensure that the PharmAthene and Theraclone designees are elected to the Board at each annual or special meeting of stockholders of
PharmAthene at which directors are elected or through any action taken by written consent of the stockholders of PharmAthene by which directors are
elected. The Signing Stockholders will also agree to cause the resignation of one of PharmAthene’s designees upon the earlier of (i) the full settlement or
final, non-appealable resolution of PharmAthene’s civil action against SIGA Technologies, Inc. (“SIGA”) (the “SIGA Determination Date”) and (ii) the
second anniversary of the completion of the Merger, but not prior to the first anniversary of the completion of the Merger. We refer to this date as the
“Designee Resignation Date.” The Board Composition Agreement will obligate the Signing Stockholders to cause half of the members of all committees of
the Board to be filled by Theraclone board designees and where a committee consists of an odd number of directors, the third director will be mutually agreed
on by the PharmAthene and Theraclone members of such committee. The Board Composition Agreement will terminate on the earliest to occur of the fifth
anniversary of the date of the Board Composition Agreement and the SIGA Determination Date, but not prior to the first anniversary of completion of the
Merger. The Signing Stockholders may sell their shares free of the rights and obligations under the Board Composition Agreement.

 
 

 



 

 
Theraclone’s current chief executive officer, Clifford J. Stocks, is expected to serve as the chief executive officer of the combined company, while

Russ Hawkinson, Theraclone’s current chief financial officer, is expected to serve as its chief financial officer. The Merger Agreement obligates PharmAthene
to amend its Bylaws to provide that Clifford Stocks may not be removed from his position as chief executive officer of PharmAthene without the approval of
at least 66 2/3% of the Board, until the earlier of the second anniversary of the date of the Merger Agreement or such time as there is a period longer than 30
days in which less than five PharmAthene board designees serve on the Board (provided that he may be removed by at least a majority of the then-serving
members of PharmAthene’s board of directors following the Designee Resignation Date).

 
Completion of the Merger is subject to a number of conditions, including, but not limited to (i) approval of the issuance of shares of PharmAthene

common stock in connection with the Merger, and approval of an increase in the authorized number of shares of common stock, by PharmAthene’s
stockholders and the adoption and approval of the Merger Agreement and the transactions contemplated thereby by Theraclone’s stockholders; (ii) the
effectiveness of a registration statement on Form S-4 to be filed by PharmAthene with the Securities and Exchange Commission (the “SEC”) to register the
issuance of the shares of PharmAthene common stock in connection with the Merger, which will contain a joint proxy statement/prospectus; (iii) approval for
listing on the NYSE MKT LLC of such shares of PharmAthene common stock; (iv) execution of the Board Composition Agreement; (v) exercise of appraisal
rights by no more than 5% of PharmAthene’s stockholders; (vi) the amendment of PharmAthene’s Bylaws to limit the ability to remove Clifford Stocks as
described above; (vii) all $8,000,000 of capital committed to Theraclone pursuant to its Series B-1 Preferred Stock and Warrant Purchase and Exchange
Agreement shall have been delivered to Theraclone and (viii) other customary closing conditions.

 
Concurrently and in connection with the execution of the Merger Agreement, certain of PharmAthene’s stockholders, who beneficially own

approximately 7.5% of the outstanding shares of PharmAthene common stock, entered into a voting agreement with Theraclone (the “PharmAthene Voting
Agreement”), pursuant to which each stockholder agreed to vote its shares of PharmAthene common stock in furtherance of the transactions contemplated by
the Merger Agreement and against any amendment of PharmAthene’s certificate of incorporation or bylaws or any other proposal or transaction, the effect of
which amendment or other proposal is to delay, impair, prevent or nullify the Merger or the transaction contemplated by the Merger Agreement. 

 
In addition, certain of Theraclone’s stockholders, who in the aggregate held approximately 75% of the outstanding shares of Theraclone capital stock

as of July 31, 2013, entered into a voting agreement with PharmAthene (the “Theraclone Voting Agreement”), pursuant to which each stockholder agreed to
vote its shares of Theraclone capital stock (i) in favor of the adoption of the Merger Agreement and any actions required in furtherance thereof, (ii) in favor of
the conversion of all outstanding shares of Theraclone preferred stock into Theraclone common stock on a 1:1 basis (as of immediately prior to the Effective
Time and contingent upon the Merger occurring) pursuant to Theraclone’s restated certificate of incorporation, (iii) against any other proposal or transaction
involving Theraclone, the effect of which amendment or other proposal or transaction would be to delay, impair, prevent or nullify the Merger or the
transactions contemplated by the Merger Agreement, (iv) against any amendment of Theraclone’s certificate of incorporation or bylaws that changes in any
manner the voting rights of any capital stock of Theraclone (other than the conversion of Theraclone preferred stock into Theraclone common stock), and (v)
against any other action or agreement that would result in a breach in any material respect of any covenant, representation or warranty of the Merger
Agreement.

 
Both the PharmAthene Voting Agreement and the Theraclone Voting Agreement will terminate upon, among other things, the earlier of the Effective

Time or termination of the Merger Agreement. 
 
Concurrently and in connection with the execution of the Merger Agreement, the directors of Theraclone and their affiliates, as well as certain

holders of 5% or more of Theraclone’s Capital stock, who in the aggregate held approximately 75% of the outstanding shares of Theraclone capital stock as
of July 31, 2013, entered into post-closing lock-up agreements with PharmAthene (the “Post-Closing Lock-up Agreements”). Pursuant to these agreements,
each such stockholder will be subject to lock-up restrictions on the sale of PharmAthene common stock acquired in the Merger, pursuant to which 33% of the
shares obtained in the Merger may be sold six months after the completion of the Merger, 66% may be sold nine months after the completion of the Merger,
and 100% may be sold after the first anniversary of the date of completion of the Merger.

 
Each of PharmAthene and Theraclone have made customary representations, warranties and covenants in the Merger Agreement, including among

others, covenants that (i) each party will conduct its business in the ordinary course consistent with past practice during the interim period between execution
of the Merger Agreement and completion of the Merger; (ii) each party will not engage in certain kinds of transactions or take certain actions during such
period (including, but not limited to, the issuance and sale of its securities and the incurrence of debt, with certain exceptions); (iii) Theraclone will solicit
approval by its stockholders of the Merger Agreement and the transactions contemplated thereby and the board of directors of Theraclone will recommend
that its stockholders adopt and approve the Merger Agreement, subject to certain exceptions; and (iv) PharmAthene will convene and hold a meeting of its
stockholders for the purpose of considering the approval of the issuance of shares of PharmAthene common stock in connection with the Merger, the election
of the PharmAthene and Theraclone board designees and the authorization of additional shares of common stock and the board of directors of PharmAthene
will recommend that its stockholders adopt and approve such proposals, subject to certain exceptions.  PharmAthene also has agreed not to solicit proposals
relating to alternative business combination transactions or enter into discussions or an agreement concerning any proposals for alternative business
combination transactions, subject to exceptions in the event of its receipt of a “superior proposal,” as defined in the Merger Agreement. All representations
and warranties of Theraclone (but not PharmAthene) included in the Merger Agreement will survive the completion of the Merger and remain in full force
and effect until nine months after the closing date.  

 

 



 

The Merger Agreement contains termination rights in favor of each of PharmAthene and Theraclone in certain circumstances. If PharmAthene
terminates the Merger Agreement pursuant to its superior proposal termination right, it is obligated to pay to Theraclone a break-up fee of $3,500,000. If the
PharmAthene board of directors changes its voting recommendations to PharmAthene stockholders as a result of a Transaction Event and Theraclone
terminates as a result of such change in recommendation, or if PharmAthene terminated the Merger Agreement as a result of a Transaction Event (as defined
below), PharmAthene is obligated to pay Theraclone a break-up fee of $4,500,000. A “Transaction Event” is defined to occur if the Court of Chancery of the
State of Delaware renders a substantive decision on the merits in PharmAthene’s civil case against SIGA and within 20 business days thereafter the
PharmAthene board of directors determines, in its reasonable discretion, that, as a result of such decision, it can no longer consider the Merger a merger of
equals. In addition, either party may terminate the Merger Agreement if (i) the Merger has not been completed by January 31, 2014 (the “Outside Termination
Date”), provided that if the registration statement on Form S-4 is not declared effective by October 4, 2013, then either party is generally entitled to extend the
Outside Termination Date by 60 days, or (ii) the PharmAthene stockholders fail to approve the issuance of shares in the Merger, the increase in authorized
shares of common stock or the election of the PharmAthene or Theraclone board designees. If (a) the Merger Agreement is terminated because the Merger
has not been completed prior to the Outside Termination Date, (b) a takeover approval was announced prior to the PharmAthene stockholder meeting with
respect to the Merger and (c) within nine months after the date of the termination of the Merger Agreement, PharmAthene enters into an agreement or
understanding with respect to any takeover proposal that is subsequently completed, then PharmAthene is obligated to pay to Theraclone a break-up fee of
$3,500,000. In certain other circumstances, PharmAthene will be obligated to reimburse Theraclone for expenses incurred in connection with the Merger, not
to exceed $1,000,000.  The Merger Agreement contains certain indemnification provisions, which, among other things, provide that Theraclone stockholders
are not obligated, absent fraud or willful misconduct, to indemnify PharmAthene and its affiliates unless and until the aggregate amount of indemnification
claims brought against them by PharmAthene and its affiliates is at least $1,000,000. In addition, no Theraclone stockholder has an obligation, absent fraud or
willful misconduct of Theraclone, to indemnify PharmAthene or its affiliates for an amount in excess of such Theraclone stockholder’s pro rata share of the
Escrow Shares. The Merger Agreement furthermore appointed Steven Gillis, Ph.D. as the agent for and on behalf of the Theraclone stockholders with respect
to the Merger Agreement and Escrow Agreement, as well as related matters.

 
The foregoing description of the Merger Agreement does not purport to be complete and is subject to, and qualified in its entirety by reference to, the

full text of the Merger Agreement, which is filed as Exhibit 2.1 to this current report on Form 8-K and is incorporated herein by reference.  The Merger
Agreement and related description are intended to provide you with information regarding the terms of the Merger Agreement and are not intended to modify
or supplement any factual disclosures about PharmAthene in its reports filed with the SEC or about Theraclone.  In particular, the Merger Agreement and
related description are not intended to be, and should not be relied upon as, disclosures regarding any facts and circumstances relating to PharmAthene or
Theraclone.  The representations and warranties have been negotiated with the principal purpose of not establishing matters of fact, but rather as a risk
allocation method establishing the circumstances in which a party may have the right not to close the Merger if the representations and warranties of the other
party prove to be untrue due to a change in circumstance or otherwise.  The assertions embodied in the representations and warranties made by PharmAthene
and Theraclone in the Merger Agreement are qualified in information contained in confidential disclosure schedules that PharmAthene and Theraclone have
delivered to each other in connection with the signing of the Merger Agreement made for purposes of allocating contractual risk between the parties to the
Merger Agreement instead of establishing these matters as facts.  The representations and warranties also may be subject to a contractual standard of
materiality different from those generally applicable under the securities laws.  Stockholders of PharmAthene and Theraclone are not third-party beneficiaries
under the Merger Agreement and should not rely on the representations, warranties and covenants or any descriptions thereof as characterizations of the
actual state of facts or condition of PharmAthene, Theraclone or any of their respective subsidiaries or affiliates.  Moreover, information concerning the
subject matter of the representations and warranties may change after the date of the Merger Agreement.
 

 



 

The foregoing descriptions of the PharmAthene Voting Agreement and Theraclone Voting Agreement do not purport to be complete and are qualified
in their entirety by reference to the forms of agreement attached as Exhibit 10.1 and 10.2, respectively, to this current report on Form 8-K, which are
incorporated herein by reference.

 
The foregoing description of the Board Composition Agreement does not purport to be complete and is qualified in its entirety by reference to the

form of agreement attached as Exhibit 10.3 to this current report on Form 8-K, which is incorporated herein by reference.
 
The foregoing description of the Post-Closing Lock-up Agreements does not purport to be complete and is qualified in its entirety by reference to the

form of agreement attached as Exhibit 10.4 to this current report on Form 8-K, which is incorporated herein by reference.
 
Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.
 

On July 31, 2013, the PharmAthene board of directors agreed to terminate the severance plan adopted for PharmAthene’s executive officers in May
2012 (the “Severance Plan”), effective upon completion of the Merger. The PharmAthene board of directors also approved amendments to the employment
agreements of PharmAthene’s executive officers.   The amendments to Eric Richman’s and Linda Chang’s employment agreements, which will become
effective immediately prior to the closing of the Merger (and only in case the Merger closes), provide that if their employment is terminated by the company
without cause of if they resign for good reason within 12 months of the Merger, Mr. Richman and Ms. Chang will receive substantially the same benefits that
they would have been entitled to receive under the Severance Plan upon termination without cause or resignation for good reason within 12 months of a
change of control of the company and, in addition, the exercise period applicable to their outstanding stock options will be extended until the third
anniversary of following their departure from service with the Company.  The employment agreements of all other executive officers will also be amended to
increase the duration of the period during which the executives would receive severance benefits following a termination without cause  or for good reason 
from six months to twelve months.   Finally, the PharmAthene board of directors determined that all current members of the board who would resign at the
completion of the Merger will receive director fees at current levels through the end of 2013, irrespective of whether they remain on the board through such
date.  The amendments to the employment agreements and the change in the directors fees payable to resigning board members will not become effective if
the Merger does not close. 
 
Item 8.01. Other Events.
 

Attached hereto as Exhibit 99.1 is a joint press release of PharmAthene and Theraclone, dated August 1, 2013. Attached hereto as Exhibit 99.2 is a
power point presentation that PharmAthene provided as part of an investor call held on August 1, 2013. Attached hereto as Exhibit 99.3 is a transcript of such
call.

 
Item 9.01.             Financial Statements and Exhibits.

 
(d)         Exhibits.
 

Exhibit
No.  Description

2.1
 

Agreement and Plan of Merger dated as of July 31, 2013 by and among PharmAthene, Inc., Taurus Merger Sub, Inc., Theraclone Science,
Inc. and Steven Gillis, Ph.D., as Securityholders’ Representative*

   
10.1  Form of PharmAthene Voting and Lock-Up Agreement dated as of July 31, 2013

   
10.2  Form of Theraclone Voting and Lock-Up Agreement dated as of July 31, 2013

   
10.3  Form of Board Composition Agreement

   
10.4  Form of Post-Closing Lockup Agreement

   
99.1  Joint News Release issued by PharmAthene and Theraclone on August 1, 2013

   
99.2  Power Point Presentation used in connection with a PharmAthene investor call on August 1, 2013

   
99.3  Transcript of PharmAthene investor call held on August 1, 2013

 

*
 

Exhibits and schedules to the Agreement and Plan of Merger have been omitted pursuant to Item 601(b)(2) of Regulation S-K. PharmAthene
will furnish the omitted exhibits and schedules to the SEC upon request by the SEC.

 

 



 

 
 

Important Additional Information about the Proposed Merger
 
This communication is being made in respect of the proposed merger involving Theraclone Sciences, Inc. and PharmAthene, Inc. PharmAthene intends to file
a registration statement on Form S-4 with the SEC, which will contain a joint proxy statement/prospectus and other relevant materials, and plans to file with
the SEC other documents regarding the proposed transaction. The final joint proxy statement/prospectus will be sent to the stockholders of PharmAthene and
Theraclone in connection with the special meetings of stockholders to be held to vote on matters relating to the proposed transaction. The joint proxy
statement/prospectus will contain information about PharmAthene, Theraclone, the proposed merger, and related matters. STOCKHOLDERS ARE
URGED TO READ THE JOINT PROXY STATEMENT/PROSPECTUS (INCLUDING ANY AMENDMENTS OR SUPPLEMENTS THERETO)
AND OTHER DOCUMENTS FILED WITH THE SEC CAREFULLY IN THEIR ENTIRETY WHEN THEY BECOME AVAILABLE, AS THEY
WILL CONTAIN IMPORTANT INFORMATION THAT STOCKHOLDERS SHOULD CONSIDER BEFORE MAKING A DECISION ABOUT
THE MERGER AND RELATED MATTERS. In addition to receiving the joint proxy statement/prospectus and proxy card by mail, stockholders will also
be able to obtain the joint proxy statement/prospectus, as well as other filings containing information about PharmAthene, without charge, from the SEC’s
website (http://www.sec.gov) or, without charge, by contacting Stacey Jurchison at PharmAthene at (410) 269-2610.
 
No Offer or Solicitation
 
This communication is not intended to and does not constitute an offer to sell or the solicitation of an offer to subscribe for or buy or an invitation to purchase
or subscribe for any securities or the solicitation of any vote or approval in any jurisdiction in connection with the Merger or otherwise, nor shall there be any
sale, issuance or transfer of securities in any jurisdiction in contravention of applicable law. No offer of securities shall be made except by means of a
prospectus meeting the requirements of Section 10 of the Securities Act of 1933, as amended.
 
Participants in Solicitation
 
PharmAthene and its executive officers and directors may be deemed to be participants in the solicitation of proxies from PharmAthene’s stockholders with
respect to the matters relating to the proposed merger. Theraclone may also be deemed a participant in such solicitation. Information regarding
PharmAthene’s executive officers and directors is available in Amendment No. 1 to PharmAthene’s proxy statement on Schedule 14A, filed with the SEC on
May 9, 2013. Information regarding any interest that PharmAthene, Theraclone or any of the executive officers or directors of PharmAthene or Theraclone
may have in the transaction with Theraclone will be set forth in the joint proxy statement/prospectus that PharmAthene intends to file with the SEC in
connection with its shareholder vote on matters relating to the proposed merger. Stockholders will be able to obtain this information by reading the joint proxy
statement/prospectus when it becomes available.
 
 

 



 

 
Forward-Looking Statements

 Except for the historical information presented herein, matters discussed may constitute forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995 that are subject to certain risks and uncertainties that could cause actual results to differ materially from any
future results, performance or achievements expressed or implied by such statements. Statements that are not historical facts, including statements preceded
by, followed by, or that include the words “will”; "potential"; "believe"; "anticipate"; "intend"; "plan"; "expect"; "estimate"; "could"; "may"; "should"; or
similar statements are forward-looking statements. Such statements include, but are not limited to those referring to the potential for the generation of value,
ability to leverage funding sources, potential for revenue, potential for growth and the expected completion and outcome of the Merger and the transactions
contemplated by the Merger Agreement and related agreements. PharmAthene disclaims any intent or obligation to update these forward-looking statements.
Risks and uncertainties include, among others, failure to obtain necessary shareholder approval for the proposed merger with Theraclone and the matters
related thereto; failure of either party to meet the conditions to closing of the transaction; delays in completing the transaction and the risk that the transaction
may not be completed at all; failure to realize the anticipated benefits from the transaction or delay in realization thereof; the businesses of PharmAthene and
Theraclone may not be combined successfully, or such combination may take longer, be more difficult, time-consuming or costly to accomplish than
expected; operating costs and business disruption during the pendency of and following the transaction, including adverse effects on employee retention and
on business relationships with third parties; the combined company’s need for and ability to obtain additional financing; risk associated with the reliability of
the results of the studies relating to human safety and possible adverse effects resulting from the administration of the combined company's product
candidates; unexpected funding delays and/or reductions or elimination of U.S. government funding for one or more of the combined company's development
programs; the award of government contracts to competitors; unforeseen safety issues; unexpected determinations that these product candidates prove not to
be effective and/or capable of being marketed as products; as well as risks detailed from time to time in PharmAthene's Form 10-K under the caption "Risk
Factors" and in its other reports filed with the U.S. Securities and Exchange Commission (the "SEC"). In particular, there is significant uncertainty regarding
the level and timing of sales of Arestvyr™ and when and whether it will be approved by the U.S. FDA and corresponding health agencies around the world.
PharmAthene cannot predict with certainty if or when SIGA will begin recognizing profit on the sale thereof and there can be no assurance that any profits
received by SIGA and paid to PharmAthene will be significant. In its May 2013 decision, the Delaware Supreme Court reversed the remedy ordered by the
Court of Chancery and remanded the issue of a remedy back to the trial court for reconsideration in light of the Supreme Court’s opinion. As a result, there
can be no assurance that the Chancery Court will issue a remedy that provides PharmAthene with a financial interest in Arestvyr™ and related products or
any meaningful remedy. In addition, significant additional research work, non-clinical animal studies, human clinical trials, and manufacturing development
work remain to be done with respect to SparVax® each of TCN-202 and TCN-032. At this point there can be no assurance that any of these product
candidates will be shown to be safe and effective and approved by regulatory authorities for use in humans. Copies of PharmAthene's public disclosure filings
are available from its investor relations department and its website under the investor relations tab at http://www.pharmathene.com.

 

 



 

  
SIGNATURE

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 

 PHARMATHENE, INC.
  
  
 By: /s/ Eric I. Richman
  Eric I. Richman
  President and Chief Executive Officer

 
Dated:   August 1, 2013
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THIS AGREEMENT AND PLAN OF MERGER, dated as of July 31, 2013 (this “Agreement”), among PharmAthene, Inc., a Delaware

corporation (“PharmAthene”), Taurus Merger Sub, Inc., a Delaware corporation and a direct, wholly owned Subsidiary of PharmAthene (“Merger Sub”),
Theraclone Sciences, Inc., a Delaware corporation (“Theraclone”), and Steven Gillis, Ph.D., solely in its capacity as the representative of the Theraclone
Stockholders (the “Securityholders’ Representative”).

 
WHEREAS, pursuant to this Agreement, in accordance with the applicable provisions of the Delaware General Corporation Law (the “DGCL”),

Merger Sub will be merged with and into Theraclone, with Theraclone as the surviving corporation (the “Merger”), and as a result of the Merger, Theraclone
will become a direct, wholly owned subsidiary of PharmAthene;

 
WHEREAS, concurrently with the execution and delivery of this Agreement and as a condition to PharmAthene’s willingness to enter into this

Agreement, the Theraclone Stockholders listed on Annex A (the “Approving Theraclone Stockholders”) have entered into a Voting and Lock-Up Agreement,
dated as of the date of this Agreement, a copy of which is attached as Exhibit 1 hereto (the “Theraclone Voting Agreement”), pursuant to which such
Approving Theraclone Stockholders have, among other things, agreed to vote all of the stock of Theraclone owned by such Approving Theraclone
Stockholder in favor of the adoption of the Theraclone Stockholder Approval Matters;

 
WHEREAS, concurrently with the execution and delivery of this Agreement and as a condition to PharmAthene’s willingness to enter into this

Agreement, all of the Approving Theraclone Stockholders have entered into a Post-Closing Lock-Up Agreement, dated as of the date of this Agreement, a
copy of which is attached as Exhibit 7 hereto (the “Post-Closing Lock-Up Agreement”), pursuant to which such Approving Theraclone Stockholders have,
among other things, agreed not to transfer any portion of the Merger Consideration to any third party for the periods set forth therein;

 
WHEREAS, concurrently with the execution and delivery of this Agreement and as a condition to Theraclone’s willingness to enter into this

Agreement, those certain stockholders of PharmAthene listed on Annex B (the “Approving PharmAthene Stockholders”) have entered into a Voting and
Lock-Up Agreement, dated as of the date of this Agreement, a copy of which is attached as Exhibit 2 hereto (the “PharmAthene Voting Agreement”),
pursuant to which such Approving PharmAthene Stockholders have, among other things, agreed to vote all of the stock of PharmAthene owned by such
Approving PharmAthene Stockholders in favor of the adoption of the PharmAthene Stockholder Approval Matters;

 
WHEREAS, the board of directors of Theraclone (the “Theraclone Board of Directors”) has unanimously (i) determined that it is in the best interests

of Theraclone and its stockholders, and declared it advisable, to enter into this Agreement, (ii) approved this Agreement and authorized the execution,
delivery and performance of this Agreement and the consummation of the transactions contemplated hereby, including the Merger and (iii) resolved to
recommend its adoption by the stockholders of Theraclone;

 
WHEREAS, the board of directors of PharmAthene (the “PharmAthene Board of Directors”) has unanimously (i) determined that it is in the best

interests of PharmAthene and its stockholders, and declared it advisable, to enter into this Agreement, (ii) approved this Agreement and authorized the
execution, delivery and performance of this Agreement and the consummation of the transactions contemplated hereby, including the Merger and
(iii) resolved to recommend that the stockholders of PharmAthene approve the PharmAthene Stockholder Approval Matters;

 
WHEREAS, the board of directors of Merger Sub has unanimously (i) determined that it is in the best interests of Merger Sub and PharmAthene, as

its sole stockholder, and declared it advisable, to enter into this Agreement, (ii) approved this Agreement and authorized the execution, delivery and
performance of this Agreement and the consummation of the transactions contemplated hereby, including the Merger and (iii) resolved to recommend that the
sole stockholder of Merger Sub approve the Merger and adopt this Agreement; and
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WHEREAS, PharmAthene, Merger Sub and Theraclone desire to make certain representations, warranties and agreements specified in this

Agreement in connection with this Agreement.
 
NOW, THEREFORE, in consideration of the foregoing and the representations, warranties and agreements contained in this Agreement, and

intending to be legally bound hereby, PharmAthene, Merger Sub and Theraclone agree as follows:
 

ARTICLE I

THE MERGER
 
Section 1.1           The Merger. At the Effective Time (as defined below), upon the terms and subject to the conditions set forth in this Agreement,

and in accordance with the applicable provisions of the DGCL, Merger Sub will be merged with and into Theraclone, whereupon the separate corporate
existence of Merger Sub will cease, and Theraclone will continue as the surviving corporation of the Merger and as a direct, wholly owned subsidiary of
PharmAthene. Theraclone in its capacity as the surviving corporation of the Merger is sometimes referred to herein as the “Surviving Subsidiary.”

 
Section 1.2           Closing. The closing of the Merger (the “Closing”) will take place remotely via the exchange of documents and signature pages on

a date and time to be specified by the parties (the “Closing Date”), which shall be the second Business Day after the satisfaction or waiver (to the extent
waiver is permitted by applicable Law) of the conditions set forth in ARTICLE VII (other than those conditions that by their nature are to be satisfied at the
Closing, but subject to the satisfaction or waiver (if legally permissible) of those conditions) or at such other place, date and time as Theraclone and
PharmAthene may agree in writing.

 
Section 1.3           Effective Time. On the Closing Date, immediately after the Closing, the parties shall cause the Merger to be consummated by

executing and filing a certificate of merger (the “Certificate of Merger”) with the Secretary of State of the State of Delaware and making all other filings or
recordings required under the DGCL in connection with the Merger. The Merger shall become effective at such time as the Certificate of Merger is duly filed
with the Secretary of State of the State of Delaware, or at such later date as the parties shall agree and as shall be set forth in the Certificate of Merger (the
time the Merger becomes effective is referred to herein as the “Effective Time”).

 
Section 1.4           Effects of the Merger. The effects of the Merger will be as provided in this Agreement and in the applicable provisions of the

DGCL. Without limiting the generality of the foregoing, at the Effective Time, all the assets and property of every description, and every interest in the assets
and property, wherever located, and the rights, privileges, immunities, powers, franchises and authority of Merger Sub shall vest in the Surviving Subsidiary,
and all obligations of Merger Sub shall become the obligations of the Surviving Subsidiary, all as provided in the DGCL and the other applicable Laws of the
State of Delaware. At and after the Effective Time, the officers and directors of the Surviving Subsidiary will be authorized to execute and deliver, in the
name and on behalf of Merger Sub, any deeds, bills of sale, assignments or assurances and to take and do, in the name and on behalf of Merger Sub, any other
actions and things to vest, perfect or confirm of record or otherwise in the Surviving Subsidiary any and all right, title and interest in, to and under any of the
properties, assets or rights of Merger Sub.
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Section 1.5           Certificate of Incorporation and Bylaws of the Surviving Subsidiary.

 
(a)          At the Effective Time, the Restated Certificate of Incorporation of Theraclone shall be so amended so as to read in its entirety as

set forth Exhibit 3 annexed hereto, and, as so amended, shall be the certificate of incorporation of the Surviving Subsidiary until thereafter amended in
accordance with the provisions thereof and this Agreement and applicable Law.

 
(b)          At the Effective Time and without any further action on the part of Theraclone or Merger Sub, the bylaws of the Surviving

Subsidiary shall be amended so as to read in its entirety as is set forth on Exhibit 4 annexed hereto, and, as so amended, shall be the bylaws of the Surviving
Subsidiary until thereafter amended in accordance with the provisions thereof and this Agreement and applicable Law.

 
Section 1.6           Directors. The directors of the Merger Sub immediately prior to the Effective Time shall be the initial directors of the Surviving

Subsidiary and shall hold office until their respective successors are duly elected and qualified, or until their earlier death, resignation or removal.
 
Section 1.7           Officers. The officers of Theraclone immediately prior to the Effective Time shall be the initial officers of the Surviving Subsidiary

and shall hold office until their respective successors are duly elected and qualified, or until their earlier death, resignation or removal.
 
Section 1.8           Tax Consequences. It is intended by the parties hereto that the Merger constitute a reorganization within the meaning of section

368(a) of the Internal Revenue Code of 1986, as amended (the “Code”). The parties hereto adopt this Agreement as a plan of reorganization within the
meaning of Treasury Regulation sections 1.368-1(c) and 1.368-2(g).

 
ARTICLE II

CONVERSION OF SHARES; EXCHANGE OF CERTIFICATES
 
Section 2.1           Effect of Merger on Capital Stock of Theraclone and Merger Sub. At the Effective Time, by virtue of the Merger and without any

action on the part of Theraclone, Merger Sub or the holders of any securities of Theraclone or Merger Sub:
 
(a)          Conversion of Theraclone Common Shares. Subject to Section 2.1(d), Section 2.1(e), Section 2.1(f), Section 2.1(g), Section

2.1(h), Section 2.2, and Article V, each common share, par value $0.001, of Theraclone (the “Theraclone Common Shares,” and each, a “Theraclone
Common Share”) issued and outstanding immediately prior to the Effective Time, shall, at the Effective Time, be converted into and shall thereafter represent
the right to receive (the “Merger Consideration”) that number of shares of common stock, $.0001 par value per share, of PharmAthene (the “PharmAthene
Stock”) equal to the quotient obtained from dividing the Fully Diluted Equity of PharmAthene immediately prior to the Effective Time by the Fully Diluted
Equity of Theraclone immediately prior to the Effective Time (the “Exchange Ratio”), in each case upon surrender of the certificate(s) representing such
Theraclone Common Shares as provided in this ARTICLE II, less a Pro Rata Share of the Escrow Shares, and all Theraclone Common Shares that have been
converted into the right to receive the Merger Consideration as provided in this Section 2.1 shall be automatically cancelled and shall cease to exist.

 
(b)          Cancellation of Treasury Stock and PharmAthene and Merger Sub-Owned Shares. Each Theraclone Common Share that is held

by PharmAthene or any Subsidiary of PharmAthene immediately prior to the Effective Time or held by Theraclone (as treasury stock or otherwise)
immediately prior to the Effective Time (the “Cancelled Shares”) shall, by virtue of the Merger and without any action on the part of the holder thereof, be
cancelled and retired and shall cease to exist, and no consideration shall be delivered in exchange therefor or in respect thereof.
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(c)          Conversion of Merger Sub Common Shares. At the Effective Time, by virtue of the Merger and without any action on the part of

the holder thereof, each share of common stock, par value $0.0001, of Merger Sub issued and outstanding immediately prior to the Effective Time shall be
converted into and become one validly issued, fully paid and nonassessable share of common stock, par value $0.0001, of the Surviving Subsidiary, with the
same rights, powers and privileges as the shares so converted and those shares of common stock of the Surviving Subsidiary shall constitute the only
outstanding shares of capital stock of the Surviving Subsidiary. From and after the Effective Time, all certificates representing common shares of Merger Sub
will for all purposes represent the number of common shares of the Surviving Subsidiary into which they were converted in accordance with the immediately
preceding sentence.

 
(d)          Escrow Shares. At the Effective Time, PharmAthene shall withhold from the Merger Consideration the Escrow Shares, which

shall be allocated among the Theraclone Stockholders in accordance with their Pro Rata Share. Any such Escrow Shares will be delivered by PharmAthene to
the Escrow Agent, to be held pursuant to the terms of the Escrow Agreement in accordance with Section 5.5(a). The Escrow Shares shall be deposited, voted,
transferred, and released in accordance with Article V hereof and the Escrow Agreement.

 
(e)          Adjustments. If at any time between the date of this Agreement and the Effective Time, any change in the outstanding shares of

capital stock of Theraclone or PharmAthene shall occur as a result of any reclassification, recapitalization, share split (including a reverse share split) or
combination, exchange or readjustment of shares, or any share dividend or share distribution with a record date during such period (but not as a result of the
exercise of any outstanding Theraclone Stock Option, Theraclone Warrant, PharmAthene capital stock-based award or PharmAthene capital stock options),
the Exchange Ratio will be equitably adjusted to reflect such change.

 
(f)          Dissenting Shares.

 
(i)          Theraclone Common Shares that are issued and outstanding immediately prior to the Effective Time and which are held

by holders who have not voted in favor of or consented to the Merger and who are entitled to demand and have properly demanded their rights to be paid the
fair value of such Theraclone Common Shares in accordance with section 262 of the DGCL (the “Dissenting Shares”) shall not be canceled and converted
into the right to receive the Merger Consideration, and the holders thereof shall be entitled to only such rights as are granted by section 262 of the DGCL;
provided, however, that if any such stockholder of Theraclone shall fail to perfect or shall effectively waive, withdraw or lose such stockholder’s rights under
section 262 of the DGCL, such stockholder’s Dissenting Shares in respect of which the stockholder would otherwise be entitled to receive fair value under
section 262 of the DGCL shall thereupon be deemed to have been canceled, at the Effective Time, and the holder thereof shall be entitled to receive the
Merger Consideration (payable without any interest thereon) as compensation for such cancellation.

 
(ii)         Theraclone shall give PharmAthene (A) prompt notice of any notice received by Theraclone of intent to demand the fair

value of any Theraclone Common Shares, withdrawals of such notices and any other instruments or notices served pursuant to section 262 of the DGCL and
(B) the opportunity to participate in all negotiations and proceedings with respect to the exercise of appraisal rights under section 262 of the DGCL.
Theraclone shall not, except with the prior written consent of PharmAthene or as otherwise required by an order of a court of competent jurisdiction, (x) make
any payment or other commitment with respect to any such exercise of appraisal rights, (y) offer to settle or settle any such rights or (z) waive any failure to
timely deliver a written demand for appraisal or timely take any other action to perfect appraisal rights in accordance with the DGCL.
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(g)          No Fractional Shares. No certificates or scrip representing fractional shares of PharmAthene Common Stock shall be issued

upon the surrender for exchange of Certificates, no dividends or other distributions of PharmAthene shall relate to such fractional share interests and such
fractional share interests shall not entitle the owner thereof to vote or to any rights of a stockholder of PharmAthene. PharmAthene shall pay to each holder of
a Certificate an aggregate amount in cash (rounded to the nearest whole cent) equal to the product obtained by multiplying (A) the fractional share interest to
which such holder (after aggregating all Theraclone Common Shares formerly represented by all Certificates surrendered by such holder) would otherwise be
entitled by (B) the per share closing price of PharmAthene Common Stock on the last trading day immediately prior to the Closing Date on NYSE MKT LLC
(as reported in Bloomberg Financial Markets or, if not reported thereby, such other authoritative source as the parties shall agree in writing).

 
(h)          Stock Options and Warrants.

 
(i)          At the Effective Time, each outstanding Theraclone Stock Option, whether vested or unvested, and the Theraclone Stock

Incentive Plan shall be assumed by PharmAthene and Theraclone shall take all corporate action necessary to ensure that each Theraclone Stock Option shall
become an option to acquire, on the same terms and conditions as were applicable under the Theraclone Stock Option immediately prior to the Effective
Time, a number of shares of PharmAthene Common Stock equal to the number of Theraclone Common Shares subject to such Theraclone Stock Option
immediately prior to the Effective Time multiplied by the Exchange Ratio, with the result rounded down to the nearest whole number. The exercise price per
share of PharmAthene Common Stock for each assumed Theraclone Stock Option will equal the quotient obtained from dividing (x) the exercise price per
share for the Theraclone Common Shares purchasable pursuant to the assumed Theraclone Stock Option immediately prior to the Effective Time by (y) the
Exchange Ratio, with the result rounded up to the nearest whole cent. Such Theraclone Stock Options shall continue in effect on the same terms and
conditions (including, if applicable, the vesting arrangements and other terms and conditions set forth in the Theraclone Equity Incentive Plan and the
applicable stock option agreement) to which they are subject (subject to the adjustments required by this Section 2.1(h) after giving effect to the Merger),
except that all references to Theraclone therein shall be deemed to mean PharmAthene. To the extent permitted by applicable Law, all assumed Theraclone
Stock Options that prior to the Effective Time were treated as incentive or non-qualified stock options under the Code shall from and after the Effective Time
continue to be treated as incentive or non-qualified stock options, respectively, under the Code.

 
(ii)         As soon as practicable after the Effective Time, PharmAthene shall deliver to the holders of the Theraclone Stock Options

an appropriate notice evidencing the foregoing assumption setting forth the specific adjustments made to the assumed Theraclone Stock Options, as provided
in this Section 2.1(h).

 
(iii)        PharmAthene shall take all corporate action necessary to reserve for issuance a sufficient number of shares of

PharmAthene Common Stock for delivery upon exercise of the Theraclone Stock Options assumed in accordance with this Section 2.1(h). As soon as
practicable (but in no event more than ten (10) business days after the Effective Time), PharmAthene shall file a registration statement on Form S-8 (or any
successor form) with respect to the shares of PharmAthene Common Stock subject to such assumed Theraclone Stock Options, and thereafter shall use
commercially reasonable efforts to maintain the effectiveness of that registration statement for as long as any such assumed Theraclone Stock Options remain
outstanding.
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(iv)        Theraclone shall take all requisite action so that, as of the Effective Time, each Theraclone Warrant is converted (as

converted, a “Converted Warrant”), by virtue of the Merger and without any action on the part of the holder of that Theraclone Warrant, into a warrant
exercisable for that number of shares of PharmAthene Common Stock equal to the product of (i) the aggregate number of Theraclone Common Shares or
Theraclone Preferred Stock, as the case may be, for which such Theraclone Warrant was exercisable and (ii) the Exchange Ratio, rounded down to the nearest
whole share. The exercise price per share of such Converted Warrant shall be equal to the quotient obtained from dividing (x) the exercise price per share of
such Theraclone Warrant immediately prior to the Effective Time by (y) the Exchange Ratio, with the result rounded up to the nearest whole cent. All
Converted Warrants shall continue to have, and be subject to, the same terms and conditions set forth in the respective Theraclone Warrants except as
otherwise provided for herein.

 
Section 2.2           Exchange of Certificates.

 
(a)          Exchange Agent. At the Effective Time, PharmAthene shall deposit with Continental Stock Transfer and Trust Company (the

“Exchange Agent”), for the benefit of the holders of certificates formerly representing Theraclone Common Shares (“Certificates”), certificates representing
shares of PharmAthene Common Stock in the aggregate amount equal to the number of shares into which Theraclone Common Shares have been converted,
less the Escrow Shares. In addition, PharmAthene shall deposit with the Exchange Agent, as necessary from time to time after the Effective Time, any
dividends or other distributions payable pursuant to Section 2.2(c). All shares of PharmAthene Common Stock, dividends and distributions deposited with the
Exchange Agent pursuant to this Section 2.2(a) shall hereinafter be referred to as the “Exchange Fund.” The Exchange Fund shall not be used for any other
purpose.

 
(b)          Exchange Procedures. As soon as reasonably practicable after the Effective Time (and in any event within five Business Days),

PharmAthene shall cause the Exchange Agent to mail to each holder of record of a Certificate whose Theraclone Common Shares were converted into the
right to receive the Merger Consideration, any dividends or other distributions payable pursuant to Section 2.2(c) and cash in lieu of any fractional shares
payable pursuant to Section 2.1(g), (i) a form of letter of transmittal (which shall specify that delivery shall be effected, and risk of loss and title to the
Certificates shall pass, only upon proper delivery of the Certificates to the Exchange Agent and which shall be in customary form and contain customary
provisions) and (ii) instructions for use in effecting the surrender of the Certificates in exchange for the Merger Consideration, any dividends or other
distributions payable pursuant to Section 2.2(c) and cash in lieu of any fractional shares payable pursuant to Section 2.1(g). Each holder of record of one or
more Certificates shall, upon surrender to the Exchange Agent of such Certificate or Certificates, together with such letter of transmittal, duly executed, and
such other documents as may reasonably be required by the Exchange Agent, be entitled to receive promptly in exchange therefor (i) a certificate or
certificates representing that number of whole shares of PharmAthene Common Stock (after taking into account all Certificates surrendered by such holder) to
which such holder is entitled pursuant to Section 2.1(a), (ii) any dividends or distributions payable pursuant to Section 2.2(c) and (iii) cash in lieu of any
fractional shares payable pursuant to Section 2.1(g), and the Certificates so surrendered shall forthwith be canceled. In the event of a transfer of ownership of
Theraclone Common Shares that are not registered in the transfer records of Theraclone, payment of the Merger Consideration in accordance with Section
2.1(a) may be made to a person other than the person in whose name the Certificate so surrendered is registered if such Certificate shall be properly endorsed
or otherwise be in proper form for transfer and the person requesting such payment shall pay any transfer or other Taxes required by reason of the transfer or
establish to the reasonable satisfaction of PharmAthene that such Taxes have been paid or are not applicable. Until surrendered as contemplated by this
Section 2.2(b), each Certificate shall be deemed at any time after the Effective Time to represent only the right to receive upon such surrender the Merger
Consideration, any dividends or other distributions payable pursuant to Section 2.2(c) and cash in lieu of any fractional shares payable pursuant to Section
2.1(g). No interest shall be paid or will accrue on any payment to holders of Certificates pursuant to the provisions of this ARTICLE II.
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(c)          Distributions with Respect to Unexchanged Shares. No dividends or other distributions with respect to PharmAthene Common

Stock with a record date on or after the Effective Time shall be paid to the holder of any unsurrendered Certificate with respect to the shares of PharmAthene
Common Stock that the holder thereof has the right to receive upon the surrender thereof, and no cash payment in lieu of fractional shares of PharmAthene
Common Stock shall be paid to any such holder pursuant to Section 2.1(g), in each case until the holder of such Certificate shall have surrendered such
Certificate in accordance with this ARTICLE II. Following the surrender of any Certificate, there shall be paid to the record holder of the certificate
representing whole shares of PharmAthene Common Stock issued in exchange therefor, without interest, (i) at the time of such surrender, the amount of
dividends or other distributions with a record date on or after the Effective Time theretofore paid with respect to such whole shares of PharmAthene Common
Stock and the amount of any cash payable in lieu of a fractional share of PharmAthene Common Stock to which such holder is entitled pursuant to Section
2.1(g) and (ii) at the appropriate payment date, the amount of dividends or other distributions with a record date on or after the Effective Time but prior to
such surrender and a payment date subsequent to such surrender payable with respect to such whole shares of PharmAthene Common Stock.

 
(d)          No Further Ownership Rights in Theraclone Common Shares. The Merger Consideration, any dividends or other distributions as

are payable pursuant to Section 2.2(c) and such cash in lieu of any fractional shares as is payable pursuant to Section 2.1(g) upon the surrender of Certificates
in accordance with the terms of this ARTICLE II shall be deemed to have been in full satisfaction of all rights pertaining to the Theraclone Common Shares
formerly represented by such Certificates, subject, however, to the Surviving Subsidiary’s obligation to pay any dividends or make any other distributions
with a record date prior to the Effective Time which may have been declared or made by Theraclone on the Theraclone Common Shares in accordance with
the terms of this Agreement prior to the Effective Time. At the close of business on the day on which the Effective Time occurs, the share transfer books of
Theraclone shall be closed, and there shall be no further registration of transfers on the share transfer books of the Surviving Subsidiary of the Theraclone
Common Shares that were outstanding immediately prior to the Effective Time. If, after the Effective Time, any Certificate is presented to the Surviving
Subsidiary for transfer, it shall be canceled and exchanged as provided in this ARTICLE II.

 
(e)          Termination of the Exchange Fund. Any portion of the Exchange Fund that remains undistributed to the holders of the

Certificates for one year after the Effective Time shall be delivered to PharmAthene, upon demand, and any holders of the Certificates who have not
theretofore complied with this ARTICLE II shall thereafter look only to PharmAthene for, and PharmAthene shall remain liable for, payment of their claim
for the Merger Consideration, any dividends or other distributions payable pursuant to Section 2.2(c) and cash in lieu of any fractional shares payable
pursuant to Section 2.1(g) in accordance with this ARTICLE II.

 
(f)           No Liability. None of PharmAthene, Merger Sub, Theraclone, the Surviving Subsidiary or the Exchange Agent shall be liable to

any person in respect of any shares of PharmAthene Common Stock, cash, dividends or other distributions from the Exchange Fund properly delivered to a
public official pursuant to any applicable abandoned property, escheat or similar Law.

 
(g)          Investment of Exchange Fund. The Exchange Agent shall invest the cash included in the Exchange Fund as directed by

PharmAthene; provided, however, that such investments shall be in obligations of or guaranteed by the United States of America, in commercial paper
obligations rated A-1 or P-1 or better by Moody’s Investors Service, Inc. or Standard & Poor’s Corporation, respectively, or in certificates of deposit, bank
repurchase agreements or banker’s acceptances of commercial banks with capital exceeding $10 billion (based on the most recent financial statements of such
bank which are then publicly available). Any interest and other income resulting from such investments shall be paid to and be income of PharmAthene. If for
any reason (including losses) the cash in the Exchange Fund shall be insufficient to fully satisfy all of the payment obligations to be made in cash by the
Exchange Agent hereunder, PharmAthene shall promptly deposit cash into the Exchange Fund in an amount which is equal to the deficiency in the amount of
cash required to fully satisfy such cash payment obligations.
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(h)          Lost Certificates. If any Certificate shall have been lost, stolen or destroyed, upon the making of an affidavit of that fact by the

person claiming such Certificate to be lost, stolen or destroyed (and without the requirement to post or deliver any bond), the Exchange Agent shall deliver in
exchange for such lost, stolen or destroyed Certificate the Merger Consideration, any dividends or other distributions payable pursuant to Section 2.2(c) and
cash in lieu of any fractional shares payable pursuant to Section 2.1(g), in each case pursuant to this ARTICLE II.

 
(i)          Withholding Rights. PharmAthene, the Surviving Subsidiary or the Exchange Agent shall be entitled to deduct and withhold

from the consideration otherwise payable pursuant to this Agreement such amounts as PharmAthene, the Surviving Subsidiary or the Exchange Agent are
required to deduct and withhold with respect to the making of such payment under the Code or any provision of state, local or foreign Tax Law. To the extent
that amounts are so withheld by PharmAthene, the Surviving Subsidiary or the Exchange Agent, such withheld amounts (i) shall be treated for all purposes of
this Agreement as having been paid to the holder of Certificates in respect of which such deduction and withholding was made by PharmAthene, the
Surviving Subsidiary or the Exchange Agent and (ii) shall be remitted by PharmAthene, the Surviving Subsidiary or the Exchange Agent, as the case may be,
to the applicable Governmental Entity.

 
ARTICLE III

REPRESENTATIONS AND WARRANTIES OF THERACLONE
 
Except as disclosed in the corresponding sections or subsections of the disclosure schedules delivered to PharmAthene by Theraclone in connection

with this Agreement (the “Theraclone Disclosure Schedule”) (it being agreed that disclosure of any item in any sections or subsections of the Theraclone
Disclosure Schedule shall also be deemed disclosure with respect to any other sections or subsections of this Agreement to which the relevance of such item
is reasonably apparent on the face of such disclosure), Theraclone represents and warrants to PharmAthene and Merger Sub as follows:

 
Section 3.1           Qualification, Organization, Subsidiaries, etc.

 
(a)          Theraclone is a legal entity validly existing and in good standing under the Laws of Delaware and has all requisite corporate or

similar power and authority to own, lease and operate its properties and assets and to carry on its business as presently conducted.
 
(b)          Theraclone is qualified to do business and is in good standing as a foreign corporation in each jurisdiction where the ownership,

leasing or operation of its assets or properties or conduct of its business requires such qualification, except where the failure to be so qualified or in good
standing, or to have such power or authority has not had and would not reasonably be expected to have, individually or in the aggregate, a Theraclone
Material Adverse Effect.
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(c)          Theraclone has made available to PharmAthene prior to the date of this Agreement a true and complete copy of Theraclone’s

Certificate of Incorporation and Bylaws, each as amended through the date of this Agreement (such certificate of incorporation, the “Theraclone Certificate of
Incorporation” and such bylaws, the “Theraclone Bylaws”). The Theraclone Certificate of Incorporation and Theraclone Bylaws are in full force and effect.
Theraclone is not in violation of the Theraclone Certificate of Incorporation or the Theraclone Bylaws, other than such violations as have not had and would
not reasonably be expected to have, individually or in the aggregate, a Theraclone Material Adverse Effect.

 
Section 3.2           Capital Stock.

 
(a)          The authorized capital stock of Theraclone consists of 60,000,000 Theraclone Common Shares with $0.001 par value and

37,765,145 preferred shares (“Theraclone Preferred Shares”) with $0.001 par value. The capitalization of Theraclone is as set forth in Section 3.2(a) of the
Theraclone Disclosure Schedule. All outstanding Theraclone Common Shares and Preferred Shares, and all Theraclone Common Shares and Preferred Shares
reserved for issuance, when issued in accordance with the respective terms thereof, are or will be duly authorized, validly issued, fully paid and nonassessable
and not issued in violation of any preemptive rights, purchase option, call or right of first refusal rights. Section 3.2(a) of the Theraclone Disclosure Schedule
sets forth the exercise price of each Theraclone Stock Option and indicates whether such Theraclone Stock Option qualifies as an “incentive stock option”
within the meaning of section 422 of the Code. As a result of the Conversion, no Theraclone Preferred Shares will be issued and outstanding as of the
Closing.

 
(b)          Except as set forth in subsection (a) above and as set forth in Section 3.2(a) of the Theraclone Disclosure Schedule, as of the

date of this Agreement, (i) Theraclone does not have any shares of its capital stock issued or outstanding, and (ii) there are no outstanding subscriptions,
options, stock appreciation rights, warrants, calls, convertible securities, restricted stock units, performance units, deferred stock units or other similar rights,
agreements or commitments relating to the issuance of capital stock or voting securities to which Theraclone is a party obligating Theraclone to (A) issue,
transfer or sell any shares of capital stock or other equity interests of Theraclone or securities convertible into or exchangeable for such shares or equity
interests, (B) grant, extend or enter into any such subscription, option, stock appreciation right, warrant, call, convertible securities, restricted stock units,
performance units, deferred stock units or other similar right, agreement or arrangement, or (C) redeem or otherwise acquire, or vote or dispose of, any such
shares of capital stock or other equity interests.

 
(c)          Except as set forth in subsection (a) above, Theraclone does not have any outstanding bonds, debentures, notes or other

obligations, the holders of which have the right to vote (or which are convertible into or exercisable for securities having the right to vote) with the
stockholders of Theraclone on any matter.

 
(d)          There are no voting trusts or other agreements or understandings to which Theraclone is a party with respect to the voting of the

capital stock or other equity interests of Theraclone.
 
(e)          No consent or approval is required from the holder of any Theraclone Stock Option (other than in respect of the right of such

shares to vote generally with the Theraclone Common Shares) to effectuate the terms of this Agreement.
 
(f)          Theraclone has called all capital committed pursuant to that certain Series B-1 Preferred Stock and Warrant Purchase and

Exchange Agreement, dated March 11, 2013, among Theraclone and the investors listed on Exhibit A thereto (the “Series B-1 Purchase Agreement”).
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Section 3.3           Corporate Authority; No Violation.

 
(a)          Theraclone has the requisite corporate power and authority to enter into this Agreement and, subject to receipt of the Theraclone

Stockholder Approval, to consummate the transactions contemplated hereby. The execution and delivery of this Agreement and the consummation of the
transactions contemplated hereby have been duly and validly authorized by the Theraclone Board of Directors and, except for (i) the Theraclone Stockholder
Approval and (ii) the filing of the Certificate of Merger with the Secretary of State of the State of Delaware, no other corporate proceedings on the part of
Theraclone are necessary to authorize this Agreement or the consummation of the transactions contemplated hereby. The Theraclone Board of Directors, at a
meeting duly called and held, has by unanimous vote of all its members, duly adopted resolutions (i) determining that it is in the best interests of Theraclone
and its stockholders, and declared it advisable, to enter into this Agreement, (ii) approving this Agreement and authorizing the execution, delivery and
performance of this Agreement and the consummation of the transactions contemplated hereby, including the Merger, (iii) directing that the Theraclone
Stockholder Approval Matters be submitted to a vote at a meeting of stockholders of Theraclone and (iv) recommending that stockholders of Theraclone vote
in favor of the Theraclone Stockholder Approval Matters (the item set forth in clause (iv) of this sentence, the “Theraclone Recommendation”). This
Agreement has been duly and validly executed and delivered by Theraclone and, assuming this Agreement constitutes the valid and binding agreement of
PharmAthene and Merger Sub, constitutes the valid and binding agreement of Theraclone, enforceable against Theraclone in accordance with its terms.

 
(b)          Subject to the accuracy of the representations and warranties of PharmAthene and Merger Sub in Section 4.2(b), no

authorization, consent, permit, action or approval of, or filing with, or notification to, any United States federal, state or local, provincial or foreign
governmental or regulatory agency, commission, court, body, entity or authority (each, a “Governmental Entity”) is necessary under applicable Law for the
consummation by Theraclone of the transactions contemplated by this Agreement, except for such authorizations, consents, permits, actions, approvals,
notifications or filings required under (i) the DGCL, (ii) the Securities Act of 1933, as amended (the “Securities Act”), (iii) the Securities Exchange Act of
1934, as amended (the “Exchange Act”), and (iv) the items set forth on Section 3.3(b) of the Theraclone Disclosure Schedule (collectively, the “Theraclone
Approvals”), and except for such authorizations, consents, permits, actions, approvals, notifications or filings that, if not obtained or made, would not
reasonably be expected to have, individually or in the aggregate, a Theraclone Material Adverse Effect.

 
(c)          The execution and delivery by Theraclone of this Agreement does not, and the consummation of the transactions contemplated

hereby and compliance with the provisions of this Agreement will not (i) result in any violation of, or default (with or without notice or lapse of time, or both)
under, or give rise to a right of termination, amendment, cancellation or acceleration of any material obligation or to the loss of a material benefit under, any
loan or credit agreement, bond, debenture, note, mortgage, indenture, lease, supply agreement, license agreement, development agreement or other contract,
agreement, obligation, commitment or instrument (each, including all amendments thereto, a “Contract”), to which Theraclone is a party or any of their
respective properties or other assets is subject, (ii) conflict with or result in any violation of any provision of the Theraclone Certificate of Incorporation or the
Theraclone Bylaws or (iii) assuming the Theraclone Approvals are obtained, conflict with or violate any applicable Laws, other than, in the case of clauses (i)
and (iii), any such violation, conflict, default, termination, amendment, cancellation, acceleration, right or loss that has not had and would not reasonably be
expected to have, individually or in the aggregate, a Theraclone Material Adverse Effect.
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Section 3.4           Financial Statements.

 
(a)          Theraclone has previously delivered to PharmAthene true, correct and complete copies of the following financial statements and

notes (collectively, the “Theraclone Financial Statements”): (i) the audited balance sheet of Theraclone as of December 31, 2012 (the “Theraclone Balance
Sheet”) and the related audited statement of operations, statement of changes in redeemable convertible preferred stock and stockholders’ deficit and
statement of cash flows of Theraclone for the year ended December 31, 2012; and (ii) the unaudited balance sheet of Theraclone as of June 30, 2013 (the
“Theraclone Unaudited Interim Balance Sheet”) and the related unaudited statement of operations, statement of stockholders’ equity and statement of cash
flows of Theraclone for the six (6) months then ended. The Theraclone Financial Statements are accurate and complete in all material respects and fairly
present the financial position of Theraclone as of the respective dates thereof and the results of operations, changes in stockholders’ equity and cash flows of
Theraclone for the periods covered thereby. Except as may be indicated in the notes to the Theraclone Financial Statements, the Theraclone Financial
Statements have been prepared in accordance with GAAP applied on a consistent basis throughout the periods covered.

 
(b)          No financial statements of any person other than Theraclone are required by GAAP to be included in Theraclone Financial

Statements.
 
(c)          Except as required by GAAP, Theraclone has not, between the last day of its most recently ended fiscal year and the date of this

Agreement, made or adopted any material change in its accounting methods, practices or policies in effect on such last day of its most recently ended fiscal
year.

 
(d)          Theraclone’s external auditors have not identified to Theraclone any material weaknesses in Theraclone’s internal controls

impacting on the reliability of Theraclone Financial Statements.
 
(e)          Theraclone has not had any material dispute with any of its auditors regarding accounting matters or policies during any of its

past three (3) full fiscal years or during the current fiscal year and it has no reason to believe that there will be an adjustment to, or any restatement of, the
Theraclone Financial Statements. No current or former independent auditor for Theraclone has resigned or been dismissed from such capacity as a result of or
in connection with any disagreement with Theraclone on a matter of accounting practices. The Theraclone Financial Statements were prepared from, and are
consistent with, the accounting records of Theraclone. Theraclone has also delivered to the PharmAthene copies of all letters from Theraclone’s auditors to
the Theraclone Board or audit committee thereof since January 1, 2010, together with copies of all responses thereto.

 
(f)           Theraclone keeps books, records and accounts that, in reasonable detail, accurately and fairly reflect the transactions and

acquisitions and dispositions of assets of Theraclone. Theraclone has designed and maintains a system of internal control over financial reporting sufficient to
provide reasonable assurances regarding the reliability of financial reporting and the preparation of financial statements for external reporting and the
preparation of financial statements for external purposes in accordance with GAAP. Theraclone has provided to PharmAthene copies of all letters, advice, and
analyses that it has received from any accountant, consultant, or advisor since January 1, 2010 relating to financial controls and accounting systems.
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Section 3.5           No Undisclosed Liabilities. Except for (i) those liabilities that are fully reflected or reserved for in the Theraclone Financial

Statements, (ii) liabilities incurred since the date of the Theraclone Unaudited Interim Balance Sheet in the ordinary course of business consistent with past
practice, (iii) those liabilities that are incurred after the date of this Agreement and are permitted to be incurred by this Agreement or are incurred as a result of
the transactions contemplated by this Agreement (e.g., attorneys’ fees), (iv) liabilities and obligations incurred in the ordinary course of business consistent
with past practice that would not reasonably be expected, individually or in the aggregate, to have a Theraclone Material Adverse Effect, and (v) liabilities or
obligations that have been discharged or paid in full in the ordinary course of business, as of the date of this Agreement, Theraclone does not have, and since
the date of the Theraclone Unaudited Interim Balance Sheet Theraclone has not incurred, any liabilities or obligations of any nature whatsoever, whether or
not accrued, absolute, matured, determined, contingent or otherwise, and whether or not required by GAAP to be reflected in the Theraclone Financial
Statements in accordance with GAAP, other than those that have not had and would not reasonably be expected to have, individually or in the aggregate, a
Theraclone Material Adverse Effect.

 
Section 3.6           Compliance with Law; Permits.

 
(a)          Theraclone is, and at all times since January 1, 2008 has been, in compliance with and not in default under or in violation of any

applicable federal, state, provincial, municipal, local or foreign law, statute, ordinance, rule, regulation, judgment, order, injunction, decree or agency
requirement of any Governmental Entity (collectively, “Laws” and each, a “Law”), except (i) with respect to any Drug Laws, which are addressed in Section
3.22 and (ii) for any such non-compliance, default or violation that would not reasonably be expected to have, individually or in the aggregate, a Theraclone
Material Adverse Effect.

 
(b)          Theraclone is in possession of all franchises, grants, authorizations, licenses, permits, easements, variances, exceptions,

consents, certificates, approvals and orders of any Governmental Entity necessary for Theraclone to own, lease and operate its properties and assets or to
carry on its businesses as they are now being conducted (the “Theraclone Permits”), except for any failure to have any of the Theraclone Permits that have not
had and would not reasonably be expected to have, individually or in the aggregate, a Theraclone Material Adverse Effect. All Theraclone Permits are in full
force and effect, except for any failure to be in full force and effect that has not had and would not reasonably be expected to have, individually or in the
aggregate, a Theraclone Material Adverse Effect.

 
Section 3.7           Environmental Laws and Regulations. Except as has not had and would not reasonably be expected to have, individually or in the

aggregate, a Theraclone Material Adverse Effect, (i) Theraclone has conducted its businesses in compliance with all applicable Environmental Laws, (ii) to
the knowledge of Theraclone, none of the properties leased or operated by Theraclone contains any Hazardous Substance in amounts which would reasonably
be expected to give rise to liability under Environmental Laws, (iii) since January 1, 2008, Theraclone has not received any written notice, demand letter or
written request for information from any Governmental Entity indicating that Theraclone or any person whose liability Theraclone has retained or assumed,
either contractually or by operation of law, may be in violation of, or liable under, any Environmental Law, (iv) to the knowledge of Theraclone, no
Hazardous Substance has been disposed of, released or transported in violation of any applicable Environmental Law, or in a manner which has given rise to
any liability under Environmental Law, from any properties presently or formerly owned, leased or operated by Theraclone or any other property and
(v) neither Theraclone nor any of its properties or any person whose liability Theraclone has retained or assumed, either contractually or by operation of law,
is subject to any liabilities relating to any pending or, to the knowledge of Theraclone, threatened suit, settlement, court order, administrative order, regulatory
requirement, judgment or written claim asserted or arising under any Environmental Law.

 

- 12 -



 

 
Section 3.8           Employee Benefit Plans.

 
(a)          Section 3.8(a) of the Theraclone Disclosure Schedule sets forth a true and complete list of each benefit plan, arrangement,

agreement, program, practice, and policy, including each employee welfare benefit plan (including post-retirement health and insurance plan) within the
meaning of section 3(1) of the Employee Retirement Income Security Act of 1974 (“ERISA”), each employee pension benefit plan within the meaning of
section 3(2) of ERISA, and each bonus, incentive, deferred compensation, profit-sharing, savings, retirement, vacation, sick leave, share purchase, incentive
compensation, equity or equity-based, severance, retention, employment (other than employment agreements that are terminable at-will without notice or
without liability), consulting, change of control, fringe benefit, and employee loan plan, arrangement, agreement, program, practice, and policy, whether
written or unwritten (the “Theraclone Benefit Plans”), in each case that is sponsored, maintained, or contributed to, or required to be maintained or
contributed to, by Theraclone, or to which Theraclone or any person or entity that, together with Theraclone, is treated as a single employer under section 414
of the Code (a “Commonly Controlled Entity”), has any direct or indirect liability, contingent or otherwise, for the benefit of any current or former director,
officer, employee, consultant, or independent contractor of Theraclone.

 
(b)          With respect to each material Theraclone Benefit Plan, Theraclone has made available to PharmAthene complete and accurate

copies of each of the following documents, as applicable: (i) such written Theraclone Benefit Plan (including all amendments thereto) or a written description
of any such Theraclone Benefit Plan that is not otherwise in writing, (ii) the three most recent Annual Reports on IRS Form 5500 Series and accompanying
schedules, if any, (iii) the most recent actuarial valuation report required to be filed under ERISA or required pursuant to applicable Laws or the terms of such
Theraclone Benefit Plan (iv) a copy of the most recent summary plan description (“SPD”), together with all summaries of material modifications issued with
respect to such SPD, if required under ERISA or required pursuant to applicable Laws or the terms of such Theraclone Benefit Plan, (v) if such Theraclone
Benefit Plan is funded through a trust or any other funding vehicle, a copy of the trust or other funding agreement (including all material amendments thereto)
and the latest financial statements thereof, if any, (vi) all contracts relating to such Theraclone Benefit Plan with respect to which Theraclone or any
Commonly Controlled Entity may have any material liability, including insurance contracts, investment management agreements, subscription and
participation agreements and record keeping agreements, (vii) the most recent determination letter received from (or determination letter request submitted to)
the Internal Revenue Service (“IRS”) or the most recent master or prototype opinion letter issued by the IRS with respect to a master or prototype plan
adopted by Theraclone or any Commonly Controlled Entity upon which such sponsor is entitled to rely (if applicable) with respect to any Theraclone Benefit
Plan that is intended to be qualified under section 401(a) of the Code and (viii) communications (other than routine communications) from the IRS, the
Department of Labor or the Pension Benefit Guaranty Corporation or any successor thereto with respect to any such Theraclone Benefit Plan.

 
(c)          (i) Each of the Theraclone Benefit Plans (and any related trust or other funding vehicle) has been established and administered in

compliance in all material respects with its terms and applicable Laws, including, but not limited to, ERISA and the Code and in each case the regulations
thereunder and (ii) with respect to each of the Theraclone Benefit Plans intended to be “qualified” within the meaning of section 401(a) of the Code, either the
IRS has issued a favorable determination or opinion letter that has not been revoked, or an application for a favorable determination or opinion letter was
timely submitted to the IRS for which no final action has been taken by the IRS, or the plan is relying on a prototype or volume submitter letter, and, to the
knowledge of Theraclone there are no existing circumstances or events that have occurred that could reasonably be expected to adversely affect the qualified
status of any such plan.
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(d)          Neither Theraclone nor any Commonly Controlled Entity has during the period beginning with the sixth plan year preceding the

plan year that includes the Effective Time ever sponsored, maintained, contributed to, or been required to maintain or contribute to, or has any actual or
contingent liability under any employee benefit plan subject to Title IV or section 302 of ERISA or sections 412 or 4971 of the Code, or any “multiemployer
pension plan” (as such term is defined in section 3(37) of ERISA), and neither Theraclone nor any Commonly Controlled Entity has incurred any withdrawal
liability which remains unsatisfied, and to the knowledge of Theraclone, no events have occurred and no circumstances exist that could reasonably be
expected to result in any such liability to Theraclone.

 
(e)          All material contributions and other amounts payable by Theraclone as of the date of this Agreement with respect to each

Theraclone Benefit Plan in respect of any plan year during the period beginning with the sixth plan year preceding the plan year that includes the Effective
Time have been paid or, if not yet due have been properly accrued in accordance with GAAP in all material respects. Theraclone has not engaged in a
transaction in connection with which Theraclone became, or could reasonably be expected to become, subject to either a material civil penalty assessed
pursuant to sections 409 or 502(i) of ERISA or a material Tax imposed pursuant to sections 4975 or 4976 of the Code. There are no material pending or, to
the knowledge of Theraclone, threatened claims (other than routine claims for benefits) by, on behalf of or against any of the Theraclone Benefit Plans or any
trusts related thereto.

 
(f)           Neither the execution and delivery of this Agreement nor the consummation of the transactions contemplated hereby (either

alone or in conjunction with any other event, including any termination of employment at or following the Effective Time) will (i) cause any material
payment (including, without limitation, severance, unemployment compensation, change in control payment, “excess parachute payment” (within the
meaning of section 280G of the Code), forgiveness of indebtedness, or other compensation or benefits) to become due to any current or former director,
officer, employee, consultant, or independent contractor of Theraclone from Theraclone or any Commonly Controlled Entity under any Theraclone Benefit
Plan or otherwise (other than amounts payable to any such person in his or her capacity as an equityholder of Theraclone), (ii) materially increase any benefits
otherwise payable under any Theraclone Benefit Plan, (iii) result in any acceleration of the time of payment or vesting of any such benefits, (iv) require the
funding of any such benefits, (v) result in any breach or violation of or default under, or limit (except as may be specifically set forth in this Agreement)
Theraclone’s right to amend, modify, or terminate any collective bargaining agreement or Theraclone Benefit Plan, or (vi) result in the payment of any
amount that would, individually or in combination with any other such payment, not be deductible as a result of section 280G of the Code. Section 3.8(f) of
the Theraclone Disclosure Schedule sets forth, as of the date hereof, individuals the Company reasonably believes are “disqualified individuals” within the
meaning of section 280G of the Code and the Regulations thereunder.

 
(g)          All Theraclone Stock Options have an exercise price per share that was not less than the “fair market value” of one Theraclone

Common Share on the date of grant. All Theraclone Stock Options have been properly accounted for in accordance with GAAP in all material respects, and
no change is expected in respect of any prior financial statements relating to expenses for stock-based compensation. There is no pending audit, investigation
or inquiry by any Governmental Entity or by Theraclone (directly or indirectly) with respect to Theraclone’s stock option granting practices or other equity
compensation practices. The grant date of each Theraclone Stock Option is on or after the date on which such grant was authorized by Theraclone board of
directors or the compensation committee thereof.

 
(h)          Each Theraclone Benefit Plan that is a “nonqualified deferred compensation plan” (as defined in section 409A(d)(1) of the

Code) subject to section 409A of the Code has been operated since January 1, 2005 in good faith compliance with section 409A of the Code and the
regulations and guidance promulgated thereunder.
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(i)           No Theraclone Benefit Plan provides benefits, including death or medical, health, or other welfare benefits (whether or not

insured), with respect to current or former directors, officers, employees, consultants, or independent contractors of Theraclone or any Commonly Controlled
Entity after retirement or other termination of service other than (i) coverage mandated by applicable Laws (including continuation coverage under section
4980B of the Code), (ii) death benefits or retirement benefits under any “employee pension benefit plan,” as such term is defined in section 3(2) of ERISA,
(iii) deferred compensation benefits accrued as liabilities on the books of Theraclone or a Commonly Controlled Entity or (iv) benefits the full direct cost of
which is borne by the current or former employee (or beneficiary thereof), and no circumstances exist that would reasonably be expected to cause Theraclone
or a Commonly Controlled Entity to become obligated to provide any such benefits.

 
(j)           No Theraclone Benefit Plan is subject to the laws of any jurisdiction outside of the United States.

 
Section 3.9           Absence of Certain Changes or Events. From the date of the Theraclone Unaudited Interim Balance Sheet to the date hereof, (i) the

businesses of Theraclone has been conducted in all material respects in the ordinary course of business consistent with past practice and (ii) there has not been
any change, effect, event, development, occurrence or state of facts that has had, or would reasonably be expected to have, individually or in the aggregate, a
Theraclone Material Adverse Effect.

 
Section 3.10         Investigations; Litigation. Except with respect to any Drug Laws, which are addressed in Section 3.22, (a) there is no investigation

or review pending (or, to the knowledge of Theraclone, threatened) by any Governmental Entity with respect to Theraclone and (b) there are no actions, suits,
arbitrations, mediations or proceedings pending (or, to the knowledge of Theraclone, threatened) against Theraclone, or any of their respective properties at
law or in equity before, and there are no orders, judgments or decrees of, or before, any Governmental Entity, in the case of each of clause (a) or (b), which
has had or would reasonably be expected to have, individually or in the aggregate, a Theraclone Material Adverse Effect.

 
Section 3.11         Proxy Statement; Other Information. None of the information provided by Theraclone to be included in the Proxy Statement will,

at the time of the mailing of the Proxy Statement or any amendment or supplement thereto or at the time of the PharmAthene Meeting, contain any untrue
statement of a material fact or omit to state any material fact required to be stated therein or necessary in order to make the statements therein, in light of the
circumstances under which they were made, not misleading. None of the information provided by Theraclone to be included in the Form S-4 Registration
Statement will, at the time the Form S-4 Registration Statement is filed with the SEC or at the time it becomes effective under the Securities Act, contain any
untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary in order to make the statements therein, in light
of the circumstances under which they were made, not misleading.

 
Section 3.12         Tax Matters.

 
(a)          (i)          Theraclone has prepared in material compliance with the prescribed manner and filed within the time required by

applicable Law (taking into account any extension of time within which to file) all material Tax Returns required to be filed by it with all relevant
Governmental Entities, and all such Tax Returns are true, correct and complete in all material respects;
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(ii)         Theraclone has timely paid all material Taxes whether or not shown on any Tax Return that are required to have been paid

by it;
 
(iii)        the Theraclone Financial Statements reflect adequate reserves for all material unpaid Taxes payable by Theraclone for all

taxable periods and portions thereof through the date of such financial statements and Theraclone has not incurred any material Tax liability since the date of
such financial statements other than for Taxes arising in the ordinary course of business; and

 
(iv)        as of the date of this Agreement, there are not pending or, to the knowledge of Theraclone, threatened, any audits,

examinations, assessments, reassessments or other proceedings in respect of any Tax liability of Theraclone.
 
(b)          There are no waivers of any statute of limitations in respect of assessment or collection of Taxes or any agreements or requests

for an extension of time for assessment or collection of any Tax, which waiver or extension is currently effective.
 
(c)          Theraclone is not a party to any agreement relating to Tax allocation, Tax indemnification or Tax sharing and Theraclone does

not have any liability for Taxes of any person (other than members of the affiliated group, within the meaning of section 1504(a) of the Code, filing
consolidated federal income Tax Returns of which Theraclone is the common parent) under Treasury Regulation section 1.1502-6, Treasury Regulation
section 1.1502-78 or any similar state, local or non-U.S. Laws, as a transferee or successor, by contract or otherwise.

 
(d)          No claim in writing has been made against Theraclone by any Governmental Entity in a jurisdiction where Theraclone does not

file Tax Returns that Theraclone is or may be subject to taxation by that jurisdiction. All deficiencies for Taxes asserted or assessed in writing against
Theraclone has been fully and timely paid, settled or properly reflected in the Theraclone Financial Statements.

 
(e)          Theraclone has made available to PharmAthene correct and complete copies of all material U.S. federal income Tax Returns,

state income Tax apportionment data, examination reports and statements of deficiencies for which the applicable statutory periods of limitations have not yet
expired.

 
(f)           There are no material liens, claims, mortgages, encumbrances, pledges, security interests, equities or charges of any kind (each,

a “Lien”) for Taxes upon any of the assets of Theraclone, except for Permitted Liens.
 
(g)          Theraclone has withheld and paid to the appropriate Governmental Entity all material Taxes required to have been withheld and

paid by Theraclone in connection with amounts paid to any employee, independent contractor, creditor, stockholder, or third party for all periods ending on or
before the Closing Date.

 
(h)          Theraclone has not constituted a “distributing corporation” or a “controlled corporation” (within the meaning of section 355(a)

(1)(A) of the Code) in a distribution that could constitute part of a “plan” or “series of related transactions” (within the meaning of section 355(e) of the Code)
in conjunction with the transactions contemplated by this Agreement.

 
(i)           Any closing agreements under section 7121 of the Code or any similar provision of state, local or non-U.S. Laws or full

acceptance letters which Theraclone has executed, entered into or received is valid and enforceable in accordance with its terms. Theraclone has not
committed fraud, collusion, concealment or malfeasance or made a misrepresentation of material fact in connection with the execution or entering into of any
closing agreement with, or the receipt of any full acceptance letter or private letter ruling from any Governmental Entity.
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(j)          Theraclone has not agreed to and is not required to make any adjustment pursuant to section 481(a) of the Code or any similar

provision of applicable Law, and Theraclone has no knowledge that any Governmental Entity has proposed any such adjustment, nor does Theraclone have
any application pending with any Governmental Entity requesting permission for any change in accounting methods. There is no taxable income of
Theraclone that will be required under any applicable Law to be reported in a taxable period beginning after the Closing Date which taxable income was
realized (or reflects economic income) arising prior to the Closing Date as a result of any: (i) change in method of accounting for a taxable period ending on
or prior to the Closing Date; (ii) “closing agreement” as described in section 7121 of the Code executed on or prior to the Closing Date; (iii) installment sale
or open transaction disposition made on or prior to the Closing Date; or (iv) election under section 108(i) of the Code.

 
(k)          Theraclone has never participated in any reportable transaction within the meaning of Treasury Regulation section 1.6011-4(b)

or taken any position on any Tax Return that would subject it to a substantial understatement of Tax penalty under section 6662 of the Code which has not
been properly disclosed to the IRS as required by the Code and the Treasury Regulations promulgated thereunder.

 
(l)          Theraclone has never been a “United States real property holding corporation,” as defined in section 897(c)(2) of the Code, at

any time during the past three years or made an election under section 897(i) of the Code to be treated as a domestic corporation for purposes of sections 897,
1445 and 6039C of the Code or been a passive foreign investment company within the meaning of section 1297 of the Code. Theraclone has never had a
permanent establishment in any country other than the United States, nor has it engaged in a trade or business in any country other than the United States that
subjected it to Tax in such country.

 
(m)          Theraclone has no knowledge of any fact, agreement, plan or other circumstance that would cause the Merger to fail to qualify

as a reorganization within the meaning of section 368(a) of the Code.
 
(n)          No employee, director, consultant or other service provider of Theraclone is entitled to receive any gross up payment from

Theraclone by reason of any taxes imposed by Section 4999 of the Code.
 
Section 3.13         Employee Relations Matters.

 
(a)          Theraclone is not a party to, or bound by, any collective bargaining agreement, contract or other agreement or understanding

with a labor union, labor organization, trade union or works council. Theraclone has not committed any material unfair labor practice as defined in the
National Labor Relations Act or other applicable Laws. To the knowledge of Theraclone, there are no organizational efforts with respect to the formation of a
collective bargaining unit or, as of the date of this Agreement, labor union organizing activities being made or threatened involving employees of Theraclone.

 
(b)          There are no pending or, to the knowledge of Theraclone, threatened arbitrations, grievances, labor disputes, strikes, lockouts,

slowdowns or work stoppages against Theraclone, nor, to the knowledge of Theraclone, has there been any of the foregoing that has had, or would reasonably
be expected to have, individually or in the aggregate, a Theraclone Material Adverse Effect.
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(c)          Theraclone is and has been in compliance in all material respects with all applicable Laws respecting employment and

employment practices, including all Laws respecting terms and conditions of employment, health and safety, wages and hours, child labor, immigration,
employment discrimination, disability rights or benefits, equal opportunity, plant closures and layoffs, affirmative action, workers’ compensation, labor
relations, employee leave issues, employee classifications, and unemployment insurance. Theraclone is not in any material respect delinquent in payments to
any employees or former employees for any services or amounts required to be reimbursed or otherwise paid. Theraclone is not a party to, or otherwise bound
by, any order of any Governmental Entity relating to employees or employment practices other than any ordinary course settlement with a Governmental
Entity, in each case in an amount not more than $100,000 individually.

 
(d)          Theraclone has not received written notice of (i) any unfair labor practice charge or complaint pending or threatened before the

National Labor Relations Board or any other Governmental Entity against it, (ii) any complaints, grievances or arbitrations against it arising out of any
collective bargaining agreement, (iii) any charge or complaint with respect to or relating to it pending before the Equal Employment Opportunity Commission
or any other Governmental Entity responsible for the prevention of unlawful employment practices, (iv) the intent of any Governmental Entity responsible for
the enforcement of labor, employment, wages and hours of work, child labor, immigration, or occupational safety and health Laws to conduct an investigation
with respect to or relating to them or such investigation is in progress or (v) any complaint, lawsuit or other proceeding pending or, to the knowledge of
Theraclone, threatened in any forum by or on behalf of any present or former employee of such entities, any applicant for employment or classes of the
foregoing alleging breach of any express or implied contract of employment, any applicable Law governing employment or the termination thereof or other
discriminatory, wrongful or tortious conduct in connection with the employment relationship, in each case, which has had or would reasonably be expected to
have, individually or in the aggregate, a Theraclone Material Adverse Effect.

 
(e)          Theraclone is not currently engaged in any layoffs or employment terminations sufficient in number to trigger application of the

Worker Adjustment and Retraining Notification Act, as amended (the “WARN Act”) or any similar state, local or foreign Law. During the ninety (90) day
period prior to the date of this Agreement, not more than thirty (30) employees of Theraclone were terminated from any single site of employment.

 
(f)          As of the date of this Agreement, no Theraclone Key Employee has given notice terminating employment with Theraclone,

which termination will be effective on or after the date of this Agreement. For the purposes hereof (“Theraclone Key Employee”) means the persons set forth
in Section 3.13(f) of the Theraclone Disclosure Schedule.

 
Section 3.14         Intellectual Property.

 
(a)          To the knowledge of Theraclone, Theraclone owns, licenses, sublicenses or otherwise possesses legally enforceable rights to use

all Intellectual Property material to the conduct of the business of Theraclone, as currently conducted and as currently proposed to be conducted (in each case
excluding generally commercially available, off-the-shelf software programs).
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(b)          The execution and delivery of this Agreement by Theraclone and the consummation of the Merger will not result in the breach

of or loss of rights under, or create on behalf of any third party the right to terminate or modify, (i) any license, sublicense or other agreement relating to any
Intellectual Property owned by Theraclone under which Theraclone has granted an exclusive license or which is otherwise material to the business of
Theraclone, as currently conducted and as currently proposed to be conducted (the “Theraclone Intellectual Property”), or (ii) any license, sublicense or other
agreement to which Theraclone is a party and pursuant to which Theraclone is authorized to use any third party’s Intellectual Property on an exclusive basis
or that is otherwise material to the business of Theraclone, as currently conducted and as currently proposed to be conducted, excluding generally
commercially available, off-the-shelf software programs (the “Theraclone Third Party Intellectual Property”). The execution and delivery of this Agreement
by Theraclone and the consummation of the Merger will not, as a result of any contract to which Theraclone is a party, result in PharmAthene or Theraclone
granting to any third party any rights or licenses to any Intellectual Property or the release or disclosure of any trade secrets that would not have been granted
or released absent such execution or consummation.

 
(c)          Section 3.14(c) of the Theraclone Disclosure Schedule sets forth a complete and accurate list of all U.S. and foreign issued

patents and pending patent applications and registered trademarks, service marks, copyrights and domain names owned or co-owned by Theraclone material
to the conduct of the business of Theraclone, as currently conducted and as currently proposed to be conducted. Section 3.14(c) of the Theraclone Disclosure
Schedule sets forth a complete and accurate list of all U.S. and foreign issued patents and pending patent applications and registered trademarks, service
marks, copyrights and domain names material to the conduct of the business of Theraclone, as currently conducted and as currently proposed to be conducted,
licensed to Theraclone, and Section 3.14(c) of the Theraclone Disclosure Schedule sets forth a complete and accurate list of all other licenses to Theraclone of
Theraclone Intellectual Property or Theraclone Third Party Intellectual Property.

 
(d)          To the knowledge of Theraclone, all items of Intellectual Property set forth in Section 3.14(c) of the Theraclone Disclosure

Schedule are subsisting and have not expired or been cancelled, all maintenance and renewal fees necessary to preserve such rights have been paid, and all
such rights (other than such rights that are currently the subject of pending applications) are valid and enforceable. Theraclone has implemented commercially
reasonable measures to maintain the confidentiality of Theraclone Intellectual Property of a nature that Theraclone intends to keep confidential. To the
knowledge of Theraclone, no third party is infringing, violating or misappropriating any of the Theraclone Intellectual Property or Theraclone Third Party
Intellectual Property, except for infringements, violations or misappropriations that, individually or in the aggregate, have not had, and would not be
reasonably likely to have, a Theraclone Material Adverse Effect.

 
(e)          To the knowledge of Theraclone, the conduct of the business of Theraclone as currently conducted and as currently proposed to

be conducted does not infringe, violate, conflict with or constitute a misappropriation of any Intellectual Property of any third party. Since January 1, 2008,
Theraclone has not received any written claim or notice alleging any such infringement, violation or misappropriation.

 
(f)           All former and current employees, consultants and contractors of Theraclone who contribute or have contributed to the creation

or development of any Intellectual Property for or on behalf of Theraclone material to the conduct of the business of Theraclone, as currently conducted and
as currently proposed to be conducted, have executed written instruments that assign to Theraclone all right, title and interest in and to any such contributions.

 
(g)          Theraclone’s collection, storage, use and dissemination of personally identifiable information is and since January 1, 2008, has

been in compliance in all material respects with all applicable Law, including Laws relating to privacy, data security and data protection, and all applicable
privacy policies and terms of use or other contractual obligations applicable thereto. Since January 1, 2008, there have been no written allegations or claims
received by Theraclone from any Governmental Entity or any person of a breach of any such Laws, policies or obligations. To the knowledge of Theraclone,
since January 1, 2008, there have been no material losses or thefts of any such information.
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(h)          Except as set forth in Section 3.14 of the Theraclone Disclosure Schedule, Theraclone has no royalty payment obligations, or

agreements with respect to royalty obligations, or understandings that could give rise to royalty obligations, however calculated, with respect to sales,
sublicensing or commercialization of any products (including products under development), or with respect to the use of any Theraclone Intellectual Property
necessary to create, develop, test or manufacture such products, or used in conjunction with such products.

 
Section 3.15         Real Property.

 
(a)          Theraclone does not own any real property.
 
(b)          Theraclone has a good leasehold estate in each lease of real property (“Real Property Leases”), under which Theraclone is a

tenant or a subtenant (“Leased Real Property”), in each case free and clear of all Liens and defects in title, other than Permitted Liens. Theraclone is not in
breach of or default under the terms of any Real Property Lease, except for any such breach or default that has not had and would not reasonably be expected
to have, individually or in the aggregate, a Theraclone Material Adverse Effect. To the knowledge of Theraclone, no other party to any Real Property Lease is
in breach of or default under the terms of any Real Property Lease, which breach or default has had or would reasonably be expected to have, individually or
in the aggregate, a Theraclone Material Adverse Effect. Each Real Property Lease is a valid and binding obligation of Theraclone and, to the knowledge of
Theraclone, of each other party thereto, and is in full force and effect, except that (i) such enforcement may be subject to applicable bankruptcy, insolvency,
reorganization, moratorium or other similar Laws, now or hereafter in effect, relating to creditors’ rights generally and (ii) equitable remedies of specific
performance and injunctive and other forms of equitable relief may be subject to equitable defenses and to the discretion of the court before which any
proceeding therefor may be brought.

 
(c)          Section 3.15(c) of the Theraclone Disclosure Schedule sets forth, as of the date of this Agreement, a true and complete list of all

leases, subleases or similar agreements under which Theraclone is the landlord or the sublandlord (such leases, subleases and similar agreements, collectively,
the “Real Property Subleases”). Theraclone is not in breach of or default under the terms of any Real Property Sublease, except for any such breach or default
that has not had and would not reasonably be expected to have, individually or in the aggregate, a Theraclone Material Adverse Effect. To the knowledge of
Theraclone, no other party to any Real Property Sublease is in breach of or default under the terms of any Real Property Sublease except for any such breach
or default that has not had and would not reasonably be expected to have, individually or in the aggregate, a Theraclone Material Adverse Effect. Each Real
Property Sublease is a valid and binding obligation of Theraclone and, to the knowledge of Theraclone, is in full force and effect, except that (i) such
enforcement may be subject to applicable bankruptcy, insolvency, reorganization, moratorium or other similar Laws, now or hereafter in effect, relating to
creditors’ rights generally and (ii) equitable remedies of specific performance and injunctive and other forms of equitable relief may be subject to equitable
defenses and to the discretion of the court before which any proceeding therefor may be brought.
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Section 3.16         Required Vote of Theraclone Stockholders. Except for the approval (“Theraclone Stockholder Approval”) by the written consent of

(a) (i) holders of at least a majority of the outstanding Theraclone Common Shares and outstanding shares of Theraclone Preferred Stock (voting together as a
single voting class on an as-converted to Theraclone Common Shares basis) and (ii) the holders of at least a majority of the outstanding shares of the
Theraclone Preferred Stock (voting together as a single voting class on an as-converted to Theraclone Common Shares basis) in favor of the adoption of this
Agreement and the Merger and the election of the PharmAthene Board Designees and the Theraclone Board Designees and (b) holders of at least a majority
of the outstanding shares of the Theraclone Preferred Stock in favor of the conversion of the shares of Theraclone Preferred Stock into Theraclone Common
Shares on a one-for-one basis (the matters in clauses (a) and (b) together, the “Theraclone Stockholder Approval Matters”), no vote of the stockholders of
Theraclone or the holders of any other securities of Theraclone (equity or otherwise) is required by any applicable Law, the certificate of incorporation or
bylaws or other equivalent organizational documents of Theraclone to consummate the transactions contemplated hereby.

 
Section 3.17         Takeover Statutes. Assuming that none of PharmAthene, Merger Sub or any of their “affiliates” or “associates” (as defined in

section 203 of the DGCL) has been an “interested stockholder” (as defined in section 203 of the DGCL) at any time within three years prior to the date
hereof, none of section 203 of the DGCL, any other state anti-takeover statute or regulation, or any takeover-related provision in the Theraclone Certificate of
Incorporation or Theraclone Bylaws would prohibit or restrict the ability of Theraclone to consummate the Merger or of the Theraclone stockholders party to
the Theraclone Voting Agreement to perform their respective obligations thereunder.

 
Section 3.18         Material Contracts.

 
(a)          Except as disclosed in Section 3.18 of the Theraclone Disclosure Schedule, and except for this Agreement, Theraclone is not

bound by any contract, arrangement, commitment or understanding:
 
(i)          that constitutes a partnership, joint venture, technology sharing or similar agreement between Theraclone and any other

person;
 
(ii)         with respect to the service of any directors, officers, employees, or independent contractors or consultants that are natural

persons, involving the payment of $100,000 or more in any 12 month period, other than those that are terminable by Theraclone on no more than 30 days’
notice without penalty;

 
(iii)        that limits the ability of Theraclone to compete or enter into in any line of business, in any geographic area or with any

person and, in each case, which limitation or requirement would reasonably be expected to be material to Theraclone;
 
(iv)        with or to a labor union, works council or guild (including any collective bargaining agreement or similar agreement);
 
(v)         relating to the use or right to use Intellectual Property, including any license or royalty agreements, other than agreements

entered into in the ordinary course of business and that are not material to Theraclone;
 
(vi)        that provides for indemnification by Theraclone to any person, other than an agreement entered into in the ordinary course

of business and that is not material to Theraclone;
 
(vii)       between Theraclone and any current or former director or officer of Theraclone, or any affiliate of any such person (other

than Theraclone Benefit Plan);
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(viii)      with respect to (A) Indebtedness, (B) any capital lease obligations to any person other than Theraclone, (C) any

obligations to any person other than Theraclone in respect of letters of credit and bankers’ acceptances, (D) any indebtedness to any person other than
Theraclone under interest rate swap, hedging or similar agreements, (E) any obligations to pay to any person other than Theraclone the deferred purchase
price of property or services, (F) indebtedness secured by any Lien on any property owned by Theraclone even though the obligor has not assumed or
otherwise become liable for the payment thereof, or (G) any guaranty of any such obligations described in clauses (A) through (F) of any person other than
Theraclone, in each case, having an outstanding amount in excess of $250,000 individually or $500,000 in the aggregate;

 
(ix)         that is material to Theraclone or that contains any so called “most favored nation” provision or similar provisions

requiring Theraclone to offer to a person any terms or conditions that are at least as favorable as those offered to one or more other persons;
 
(x)          pursuant to which any agent, sales representative, distributor or other third party markets or sells any Theraclone Product;
 
(xi)         pursuant to which Theraclone is a party granting rights of first refusal, rights of first offer or similar rights to acquire any

business or assets of the Theraclone;
 
(xii)        relating to the purchase or sale of assets outside the ordinary course of business of Theraclone;
 
(xiii)       relating to the issuance of any securities of Theraclone (other than those set forth on Section 3.2(a) to the Disclosure

Schedule);
 
(xiv)      pursuant to which any material asset of Theraclone is leased;
 
(xv)       relates to the purchase of (A) any equipment entered into since December 31, 2012 and (B) any materials, supplies, or

inventory since December 31, 2012, other than any agreement which, together with any other related agreement, involves the expenditure by the Theraclone
of less than $100,000;

 
(xvi)      that represents a purchase order with any supplier for the purchase of inventory items in an amount in excess of $100,000

of materials;
 
(xvii)     pursuant to which Theraclone is a party and having a remaining term of more than one (1) year after the date hereof or

involving a remaining amount payable thereunder (either to or from Theraclone) as of the date hereof, of at least $100,000;
 
(xviii)    that involves the payment of $250,000 or more in any 12 month period after the date hereof; or
 
(xix)       that would prevent, delay or impede the consummation, or otherwise reduce the contemplated benefits, of any of the

transactions contemplated by this Agreement.
 
Theraclone has previously made available to PharmAthene or its representatives complete and accurate copies of each Contract of the type described

in this Section 3.18(a) (collectively referred to herein as “Theraclone Material Contracts”).
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(b)          All of the Theraclone Material Contracts were entered into at arms’ length in the ordinary course of business and are valid and in

full force and effect, except to the extent they have previously expired in accordance with their terms. Theraclone has not given or received a notice of
cancellation or termination under any Theraclone Material Contract, or has, or is alleged to have, and to the knowledge of Theraclone, none of the other
parties thereto have, violated any provision of, or committed or failed to perform any act, and no event or condition exists, which with or without notice, lapse
of time or both would constitute a default under the provisions of, any Theraclone Material Contract.

 
(c)          Theraclone is not in breach of or default under the terms of any Theraclone Material Contract, except for any such breach or

default that has not had and would not reasonably be expected to have, individually or in the aggregate, a Theraclone Material Adverse Effect. To the
knowledge of Theraclone, no other party to any Theraclone Material Contract is in breach of or default under the terms of any Theraclone Material Contract
except for any such breach or default that has not had and would not reasonably be expected to have, individually or in the aggregate, a Theraclone Material
Adverse Effect. Each Theraclone Material Contract is a valid and binding obligation of Theraclone and, to the knowledge of Theraclone, of each other party
thereto, and is in full force and effect, except that (i) such enforcement may be subject to applicable bankruptcy, insolvency, reorganization, moratorium or
other similar Laws, now or hereafter in effect, relating to creditors’ rights generally and (ii) equitable remedies of specific performance and injunctive and
other forms of equitable relief may be subject to equitable defenses and to the discretion of the court before which any proceeding therefor may be brought.

 
Section 3.19         Finders or Brokers. Theraclone has not employed any investment banker, broker or finder in connection with the transactions

contemplated by this Agreement who is entitled to any fee or any commission in connection with or upon consummation of the transactions contemplated
hereby.

 
Section 3.20         Insurance. Theraclone owns or holds policies of insurance in amounts that Theraclone has determined in good faith provide

reasonably adequate coverage for its business and in amounts sufficient to comply with (i) applicable Law and (ii) all Theraclone Material Contracts to which
Theraclone is a party or is otherwise bound.

 
Section 3.21         Affiliate Transactions. There are no transactions, agreements or arrangements between (i) Theraclone on the one hand, and (ii) any

director, executive officer or affiliate of Theraclone or any of their respective affiliates or immediate family members, on the other hand, of the type that
would be required to be disclosed under Item 404 of Regulation S-K under the Securities Act (such transactions referred to herein as “Theraclone Affiliate
Transactions”).

 
Section 3.22         Food And Drug Administration Matters.

 
(a)          Theraclone is not in violation of the United States Federal Food, Drug, and Cosmetic Act, as amended, 21 U.S.C. Section 301 et

seq. (“FDCA”), the United States Public Health Service Act, as amended (“PHSA”), including 42 U.S.C. Sections 262, 264, 282, and 284, the False Claims
Act, 31 U.S.C. Sections 3729 through 3733, as amended, the Controlled Substances Act, 21 U.S.C. Section 801 et seq., as amended, any federal or state anti-
kickback laws, or the regulations and regulatory guidance promulgated thereunder or similar Laws of any state, municipality, or foreign jurisdiction
(collectively, “Drug Laws”) applicable to their activities, including, but not limited to, those relating to GLP (as defined below), good clinical practices,
adverse event reporting, good manufacturing practices, recordkeeping, user fees, clinical trial registries, and filing of reports, except for such violations that
would not, individually or in the aggregate, reasonably be expected to have a Theraclone Material Adverse Effect. Theraclone has not received any written
notice or other written communication from the United States Food and Drug Administration (the “FDA”) or any other Governmental Entity alleging any
violation of any Drug Law, including any failure to maintain systems and programs adequate to ensure compliance with any applicable Law related to product
quality, including “Good Manufacturing Practice,” “Good Laboratory Practice,” and “Good Clinical Practice” as those terms are defined by the FDA and in
all applicable Drug Laws, by Theraclone relating to any activity that is subject to Drug Laws. Theraclone, and any third party acting on behalf of Theraclone,
has not received any (i) notices of inspectional observations (including those recorded on form FDA 483), warning letters, untitled letters from the FDA or
any other Governmental Entity, (ii) notice of any intention to conduct an investigation or review from the FDA or any other Governmental Entity, or
(iii) other written documents issued by the FDA or any other Governmental Entity that indicate lack of compliance with any Drug Law by Theraclone or by
persons who are otherwise performing services for the benefit of Theraclone.
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(b)          Theraclone has all registrations, applications, licenses, requests for approvals, exemptions, permits and other regulatory

authorizations (collectively, “Authorizations”) from Governmental Entities that are material to the conduct of the business of Theraclone, as currently
conducted, and such Authorizations are in full force and effect in all material respects. Theraclone has filed all material reports, notifications and filings with,
and have paid all material regulatory fees to, the applicable Governmental Entity necessary to maintain all of such Authorizations in full force and effect.
Theraclone is, and has been, in compliance in all material respects with the terms of all Authorizations. Theraclone has not received written notice to the
effect that a Governmental Entity was or is considering the amendment, termination, revocation or cancellation of any Authorization. The consummation of
the Merger or any of the other transactions contemplated by this Agreement, in and of itself, will not cause the amendment, termination, revocation or
cancellation of any material Authorization.

 
(c)          All preclinical tests performed in connection with or as the basis for any submission to the FDA or other comparable

Governmental Entity submitted by Theraclone or that Theraclone anticipates will be submitted to the FDA or other comparable Governmental Entity either
(i) have been conducted in accordance, in all material respects, with applicable Good Laboratory Practice (“GLP”) requirements, including those contained in
21 C.F.R. Part 58 or (ii) involved experimental research techniques that were not required to be performed by a registered GLP testing laboratory (with
appropriate notice being given to FDA or the applicable Governmental Entity, if required), but employed procedures and controls generally used by qualified
experts in the conduct of preclinical studies.

 
(d)          None of Theraclone’s product candidates (“Theraclone Products”) have received marketing approval from any Governmental

Entity. All human clinical trials to the extent conducted by Theraclone or to the knowledge of Theraclone, by a third party on behalf of Theraclone has been
and are being conducted in compliance with all applicable requirements of “Good Clinical Practice,” “Informed Consent” and, “Institutional Review Boards,”
as those terms are defined by the FDA and in all applicable Drug Laws relating to clinical trials or the protection of human subjects, including those contained
in the International Conference on Harmonization E6: Good Clinical Practices Consolidated Guideline, and in 21 C.F.R. Parts 50, 54, 56, and 312, and the
provisions governing the privacy of patient medical records under the Health Insurance Portability and Accountability Act of 1996 and the implementing
regulations of the United States Department of Health and Human Services, and all applicable comparable foreign Drug Laws, except for such failures to be
in compliance that would not, individually or in the aggregate, reasonably be expected to have a Theraclone Material Adverse Effect. Neither Theraclone nor
to the knowledge of Theraclone, anyone acting on behalf of Theraclone, has received any written notice that the FDA or any other Governmental Entity or
institutional review board has initiated, or threatened to initiate, any clinical hold or other action to suspend any clinical trial or suspend or terminate any IND
(or foreign equivalent thereto) sponsored by Theraclone, or otherwise restrict the preclinical research on or clinical study of any Theraclone Product.
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(e)          All clinical trials conducted by or on behalf of Theraclone and the results of all such clinical trials have been registered and

disclosed in all material respects in accordance with all applicable Drug Laws. Theraclone has filed all annual and periodic reports, amendments and IND
Safety Reports required for any Theraclone Product required to be made to the FDA or any other Governmental Entity, except for such failures to file that
would not, individually or in the aggregate, reasonably be expected to have a Theraclone Material Adverse Effect.

 
(f)          All manufacturing operations conducted by Theraclone or, to the knowledge of Theraclone, for the benefit of, Theraclone with

respect to Theraclone Products have been and are being conducted in accordance, in all material respects, with applicable current Good Manufacturing
Practices as that term is defined by the FDA and in all applicable Drug Laws, and to the knowledge of Theraclone, there are no material quality control or
assurance issues with respect thereto.

 
(g)          There are no proceedings pending or, to the knowledge of Theraclone, threatened against Theraclone with respect to (i) a

violation by Theraclone of any Drug Law, or (ii) any alleged injuries to a participant in any clinical trial conducted by or on behalf of Theraclone.
 
(h)          Theraclone has provided or made available to PharmAthene reports of all material preclinical and material clinical studies and

trials conducted by Theraclone or by a third party on behalf of Theraclone regarding the efficacy and safety of its product candidates.
 
(i)          Theraclone has delivered or made available to PharmAthene all material correspondence and material meeting minutes received

from or sent to the FDA and any other similar Governmental Entity, and all material written reports of phone conversations, visits or other contact with the
FDA and any other similar Governmental Entity, relating to any Theraclone Product or to compliance with any Drug Law, including any and all notices of
inspectional observations, and any other documents received by Theraclone from the FDA or comparable foreign Governmental Entities which bear in any
material way on Theraclone’s compliance with regulatory requirements of the FDA or comparable foreign Governmental Entities, or on the likelihood or
timing of approval of any Theraclone Product.

 
(j)          None of Theraclone, or any officer, employee or, to the knowledge of Theraclone, agent of Theraclone has made an untrue

statement of a material fact or fraudulent statement to the FDA or any other Governmental Entity, failed to disclose a material fact required to be disclosed to
the FDA or any other Governmental Entity, or committed any act, made any statement, or failed to make any statement, that would reasonably be expected to
provide a basis for the FDA to invoke its policy respecting “Fraud, Untrue Statements of Material Fact, Bribery, and Illegal Gratuities,” set forth in 56 Fed.
Reg. 46191 (September 10, 1991). Neither Theraclone nor, to the knowledge of Theraclone, any officer, employee or agent of Theraclone has been convicted
of any crime or engaged in any conduct that would reasonably be expected to result in or that has resulted in (i) debarment under 21 U.S.C. 335a or any
similar state or federal Law or similar Law of a country other than the United States or (ii) exclusion from participating in the federal health care programs
under 1128 of the Social Security Act or any similar state or federal Law or similar Law of a country other than the United States.

 
Section 3.23         Government Contracts.

 
(a)          Theraclone has delivered or made available to PharmAthene complete and accurate copies of all Theraclone Government

Contracts. Each of the Theraclone Government Contracts is valid, binding and in full force and effect, has been awarded to or novated to Theraclone, and is
enforceable in accordance with its terms by Theraclone subject to the Governmental Entity’s rights, including its right to terminate each such Theraclone
Government Contract for the convenience of the Governmental Entity. For the purposes of this Agreement, “Theraclone Government Contract” means any
Government Contract of Theraclone, the period of performance of which has not yet expired or terminated, or expired or terminated since January 1, 2008, or
for which final payment has not yet been received or has been received since January 1, 2008. For the purposes of this Agreement, “Government Contract”
means any prime contract, subcontract, grant, cooperative agreement, base ordering agreement, pricing agreement, letter contract or other similar arrangement
of any kind, between a person or its Subsidiaries, on the one hand, and (i) any Governmental Entity, (ii) any prime contractor of a Governmental Entity in its
capacity as a prime contractor, or (iii) any subcontractor with respect to any contract of a type described in clauses (i) or (ii) above, on the other hand.

 

- 25 -



 

 
(b)          Theraclone has complied in all material respects with all statutory and regulatory requirements, including the Armed Services

Procurement Act, the Service Contract Act, the Procurement Integrity Act, the False Claims Act, the Buy American Act, the Trade Agreements Act,
Executive Order No. 11246 and related regulations, the Truth in Negotiation Act, the Federal Procurement and Administrative Services Act, the Federal
Acquisition Regulation, where and as applicable to each of the Theraclone Government Contracts or to bids or proposals for Government Contracts submitted
since January 1, 2008. The representations and certifications made by Theraclone with respect to such Government Contracts were accurate in all material
respects as of their effective date and, to the extent that any such certifications are on-going, Theraclone has complied with all such certifications in all
material respects. No past performance evaluation received by Theraclone, if any, with respect to any such Theraclone Government Contract has set forth a
default or other material failure to perform thereunder or termination thereof, or assigned a rating of less than satisfactory.

 
(c)          With respect to the Theraclone Government Contracts, no Governmental Entity, prime contractor or higher-tier subcontractor

under a Government Contract or any other person has notified Theraclone in writing of any actual or alleged material violation or breach of any statute,
regulation, representation, certification, disclosure obligation, contract term, condition, clause, provision or specification by Theraclone that would be
reasonably expected to materially affect payments under any Theraclone Government Contracts or materially adversely affect the award of Government
Contracts to Theraclone in the future. Theraclone has not received any written show cause, cure, deficiency, default or similar notice relating to any
Theraclone Government Contracts; and Theraclone has not received any written notice terminating in whole or in part any of the Theraclone Government
Contracts for convenience or default or indicating an intent to terminate in whole or in part any of the Theraclone Government Contracts for convenience or
default, or declining to exercise an option to continue performance for a subsequent period.

 
(d)          Theraclone has not received any written or, to the knowledge of Theraclone, oral, notice of any outstanding protests challenging

the award of any Theraclone Government Contract, or Claims (as the term “Claim” is defined in FAR 2.101), or contract Disputes (as the term “Disputes” is
used in the Contract Disputes Act of 1978, as amended, 41 U.S.C. 601 et. seq.) to which Theraclone is a party (i) arising under or relating to the Theraclone
Government Contracts and involving either a Governmental Entity, any prime contractor, any higher-tier subcontractor, vendor or any third party; and
(ii) arising under or relating to any Theraclone Government Contract under the Contract Disputes Act.

 
(e)          Neither Theraclone nor its Principals (as defined at FAR 52.209-5), nor to the knowledge of Theraclone, their respective

employees have ever been, or are now, suspended, debarred or proposed for suspension or debarred from bidding on any Government Contract, nor is there
any circumstance that would require an affirmative certification under FAR 52.209-5. Theraclone has not received written notice of the commencement of
any suspension or debarment actions with respect to Theraclone or any of its Principals or employees, nor, to the knowledge of Theraclone, has a
Governmental Entity threatened to initiate a suspension or debarment action against Theraclone or any of its officers or employees. Theraclone has not
received a negative determination of responsibility issued by a Governmental Entity against Theraclone since January 1, 2008 with respect to any quotation,
bid or proposal for a Government Contract submitted by Theraclone.
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(f)          Since July 1, 2011, (i) no amount of money due to Theraclone pertaining to any Theraclone Government Contract has been

withheld or set off, nor has any claim been made against Theraclone with respect to such amounts; (ii) no Theraclone Government Contract or task order has
been performed at a loss, and no facts or circumstances currently exist that would reasonably be expected to cause Theraclone to incur a loss on any
Theraclone Government Contract or task order; (iii) no cost incurred by Theraclone pertaining to any Theraclone Government Contract has been formally
questioned, challenged or disallowed, or to the knowledge of Theraclone, is the subject of any investigation other than pursuant to a routine audit by a
Governmental Entity, and Theraclone has not received any written notice challenging, questioning, proposing for disallowance, or disallowing any costs with
respect to any Theraclone Government Contract that resulted in or may result in (x) repayment of amounts by Theraclone to any of its customers or
(y) reductions in amounts that would otherwise reasonably have been expected to be paid to Theraclone by any of its customers pursuant to a Theraclone
Government Contract; and (iv) Theraclone’s cost accounting systems have complied in all material respects with applicable Cost Accounting Standards (as
defined in FAR Chapter 99).

 
(g)          Theraclone has submitted to the responsible Governmental Entity all forward pricing indirect cost rates to be bid, billed, and

charged under Theraclone Government Contracts for the years prior to and including the fiscal year 2013 and incurred cost submissions with respect to cost
reimbursable contracts for the years prior to and including the 2012 fiscal year. Within the past three years, no costs have been disallowed as expressly
unallowable costs subject to penalties under FAR § 31.110 and § 42.709.

 
(h)          Theraclone has not performed any activities under Theraclone Government Contracts, nor do any of them have any other

relationship with any other person that could result in an “organizational conflict of interest” as defined in Subpart 9.5 of the Federal Acquisition Regulation
and agency supplements thereto, and there is no organizational conflict of interest mitigation plan in effect that restricts the future business activities of
Theraclone.

 
(i)          Since January 1, 2008, Theraclone has not made any voluntary or mandatory disclosure in writing to any Governmental Entity

with respect to any material alleged irregularity, misstatement or omission arising under or relating to a Government Contract, and Theraclone has not failed
to make any disclosure with respect to which such failure constitutes a ground for debarment.

 
(j)           Theraclone is not required to maintain and possess facility clearances granted by any Governmental Entity to perform the

Theraclone Government Contracts. Theraclone is not required to employ employees with personal security clearances to perform such Theraclone
Government Contracts

 
(k)          To the knowledge of Theraclone, none of Theraclone’s employees, consultants or agents is (or during the last three years has

been) under administrative, civil or criminal investigation or indictment by any Governmental Entity with respect to the conduct of Theraclone’s business.
 
Section 3.24          Subsidiaries. Theraclone has no Subsidiaries and Theraclone neither directly nor indirectly, (a) owns or otherwise controls, (b) has

agreed to purchase or otherwise acquire or (c) holds any interest convertible into or exchangeable for, any capital stock or other equity interest of any other
corporation, partnership, joint venture or other business association or entity.
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Section 3.25         Disclosure. No representation or warranty or other statement made by Theraclone in this Agreement, the Theraclone Disclosure

Schedule, the certificates delivered pursuant to Section 7.3(d) or otherwise in connection with the transactions contemplated herein contains any untrue
statement or, to Theraclone’s knowledge, omits to state a material fact necessary to make any of them, in light of the circumstances in which it was made, not
misleading.

 
ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF PHARMATHENE AND MERGER SUB
 
Except as expressly set forth in (a) (i) PharmAthene’s Annual Reports on Form 10-K, (ii) PharmAthene’s Quarterly Reports on Form 10-Q, (iii)

PharmAthene’s Proxy Statements on Form DEF 14A, and (iv) PharmAthene’s Current Reports on Form 8-K, in each case filed since January 1, 2010 and in
each case including exhibits thereto (other than any predictive, cautionary or forward looking disclosures contained under the captions “Risk Factors,”
“Forward Looking Statements” or any similar precautionary sections and any other disclosures contained therein to the extent they are predictive, cautionary
or forward looking in nature, but not to the extent that they consist of facts describing the current state of PharmAthene); or (b) the corresponding sections or
subsections of the disclosure schedules delivered to Theraclone by PharmAthene in connection with this Agreement (the “PharmAthene Disclosure
Schedule”) (it being agreed (x) that disclosure of any item in any section or subsection of the PharmAthene Disclosure Schedule shall also be deemed
disclosure with respect to any other section or subsection of this Agreement to which the relevance of such item is reasonably apparent on the face of such
disclosure and (y) the exclusion in clause (a) above shall not apply to Section 4.3), PharmAthene and Merger Sub represent and warrant to Theraclone as
follows:

 
Section 4.1           Qualification; Organization, Subsidiaries, etc.

 
(a)          Each of PharmAthene and Merger Sub and their respective Subsidiaries is a legal entity validly existing and in good standing

under the Laws of its respective jurisdiction of organization and has all requisite corporate or similar power and authority to own, lease and operate its
properties and assets and to carry on its business as presently conducted and is qualified to do business and is in good standing as a foreign corporation in
each jurisdiction where the ownership, leasing or operation of its assets or properties or conduct of its business requires such qualification, except where the
failure to be so qualified or in good standing, or to have such power or authority has not had and would not reasonably be expected to have, individually or in
the aggregate, a PharmAthene Material Adverse Effect.

 
(b)          PharmAthene has made available to Theraclone prior to the date of this Agreement a true and complete copy of the certificate of

incorporation and bylaws or other equivalent organizational documents of PharmAthene and Merger Sub and each of their respective Subsidiaries, each as
amended through the date of this Agreement. The certificate of incorporation and bylaws or similar organizational documents of PharmAthene and Merger
Sub and each of their respective Subsidiaries are in full force and effect. None of PharmAthene, Merger Sub or any of their respective Subsidiaries is in
violation of any provisions of its certificate of incorporation or bylaws or similar organizational documents, other than such violations as have not had and
would not reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect.

 
(c)          Section 4.1(c) of PharmAthene Disclosure Schedule lists, and PharmAthene has made available to Theraclone, accurate and

complete copies of: (i) the charters of all committees of the Board of Directors of PharmAthene; (ii) any code of conduct or similar policy adopted by
PharmAthene or by the Board of Directors, or any committee of the Board of Directors, of PharmAthene, each as in effect on the date hereof, and (iii) any
Contracts relating to the nomination or election of PharmAthene directors (collectively, the “PharmAthene Board Charters and Policies”). PharmAthene has
not taken any action in breach or violation of any of the provisions of the PharmAthene Board Charters and Policies nor is in breach or violation of any of the
provisions of the PharmAthene Board Charters and Policies, except as would not reasonably be expected to have, individually or in the aggregate, a
PharmAthene Material Adverse Effect.

 

- 28 -



 

 
Section 4.2           Corporate Authority; No Violation.

 
(a)          Each of PharmAthene and Merger Sub has the requisite corporate power and authority to enter into this Agreement and, subject

to the PharmAthene Stockholder Approval, to consummate the transactions contemplated hereby. The execution and delivery of this Agreement and the
consummation of the transactions contemplated hereby have been duly and validly authorized by (a) the boards of directors of PharmAthene and Merger Sub,
and except for (i) the PharmAthene Stockholder Approval, and the adoption (which PharmAthene shall cause to occur immediately following the execution
and delivery of this Agreement) of this Agreement by PharmAthene, in its capacity as the sole stockholder of Merger Sub, (ii) the filing of the Certificate of
Merger with the Secretary of State of the State of Delaware in respect of the Merger and (iii) any consents, authorizations, approvals, filings or exceptions in
connections with compliance with the rules of NYSE MKT LLC with respect to the Merger and the PharmAthene Common Stock to be issued pursuant to the
terms of this Agreement, no other corporate proceedings on the part of PharmAthene and Merger Sub are necessary to authorize this Agreement or the
consummation of the transactions contemplated hereby. The PharmAthene Board of Directors, at a meeting duly called and held, has by unanimous vote of all
of its members duly adopted resolutions (1) determining that it is in the best interests of PharmAthene and its stockholders, and declared it advisable, to enter
into this Agreement and the PharmAthene Charter Amendment, (2) approving this Agreement and the PharmAthene Charter Amendment and authorizing the
execution, delivery and performance of this Agreement, the PharmAthene Charter Amendment and the consummation of the transactions contemplated
hereby, including the Merger and the PharmAthene Charter Amendment, (3) directing that the PharmAthene Stockholder Approval Matters be submitted to a
vote at a meeting of stockholders of PharmAthene and (4) recommending that stockholders of PharmAthene vote in favor of the PharmAthene Stockholder
Approval Matters (the item set forth in clause (4) of this sentence, the “PharmAthene Recommendation”). This Agreement has been duly and validly executed
and delivered by PharmAthene and Merger Sub and, assuming this Agreement constitutes the valid and binding agreement of Theraclone, this Agreement
constitutes the valid and binding agreement of PharmAthene and Merger Sub, enforceable against each of PharmAthene and Merger Sub in accordance with
its terms.

 
(b)          Subject to the accuracy of the representations and warranties of Theraclone in Section 3.3(b), no authorization, consent, permit,

action or approval of, or filing with, or notification to, any Governmental Entity is necessary, under applicable Law, for the consummation by PharmAthene
or Merger Sub or any of their respective Subsidiaries of the transactions contemplated by this Agreement, except for such authorizations, consents, permits,
actions, approvals, notifications or filings required under (i) the DGCL, (ii) the Securities Act, and (iii) the Exchange Act, and except for such authorizations,
consents, permits, actions, approvals, notifications or filings that, if not obtained or made, would not reasonably be expected to have, individually or in the
aggregate, a PharmAthene Material Adverse Effect.

 
(c)          The execution and delivery by PharmAthene and Merger Sub of this Agreement do not, and the consummation of the

transactions contemplated hereby and compliance with the provisions of this Agreement will not (i) result in any violation of, or default (with or without
notice or lapse of time, or both) under, or give rise to a right of termination, amendment, cancellation or acceleration of any obligation or to the loss of a
benefit under, any Contract to which PharmAthene, Merger Sub or any of their respective Subsidiaries is a party or any of their respective properties or other
assets is subject, (ii) conflict with or result in any violation of any provision of the certificate of incorporation or bylaws or other equivalent organizational
document, in each case as amended, of PharmAthene or Merger Sub or (iii) conflict with or violate any applicable Laws, other than, in the case of clauses (i)
and (iii), any such violation, conflict, default, termination, amendment, cancellation, acceleration, right or loss that has not had and would not reasonably be
expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect.
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Section 4.3           Capital Stock.

 
(a)          The authorized capital stock of PharmAthene consists of 100,000,000 shares of common stock with $0.0001 par value

(“PharmAthene Common Stock”). As of July 26, 2013, (i) 52,310,913 shares of PharmAthene Common Stock were issued, which number includes
(A) 52,310,913 shares of PharmAthene Common Stock issued and outstanding and (B) no shares of PharmAthene Common Stock held in treasury,
(ii) 6,013,761 shares of PharmAthene Common Stock were reserved for issuance and issuable or otherwise deliverable under the PharmAthene, Inc. 2007
Long-Term Incentive Compensation Plan (the “PharmAthene Stock Incentive Plan”), and (iii) 5,620,128 shares of PharmAthene Common Stock were
reserved for issuance under warrants. All outstanding shares of PharmAthene Common Stock, and all shares of PharmAthene Common Stock reserved for
issuance as noted in the immediately preceding clause (ii), when issued in accordance with the respective terms thereof, are or will be duly authorized, validly
issued, fully paid and nonassessable and not issued in violation of any preemptive rights, purchase option, call or right of first refusal rights.

 
(b)          As of the date hereof, the authorized capital stock of Merger Sub consists of 1,000 shares of common stock, par value $0.0001

per share, of which 100 are validly issued and outstanding and all of the issued and outstanding capital stock of Merger Sub is, and until the Effective Time
will be, owned by PharmAthene. Merger Sub will not have outstanding any option, warrant, right, or any other agreement pursuant to which any person may
acquire any equity security of Merger Sub. Merger Sub has not conducted any business prior to the date of this Agreement and prior to the Effective Time,
will have no assets, liabilities or obligations of any nature other than those incident to its formation and pursuant to this Agreement and the Merger and the
other transactions contemplated by this Agreement.

 
(c)          Except as set forth in subsection (a) above, as of the date of this Agreement, (i) PharmAthene does not have any shares of its

capital stock issued or outstanding other than shares of PharmAthene Common Stock that have become outstanding after July 26, 2013, and were reserved for
issuance as set forth in subsection (a) above and (ii) there are no outstanding subscriptions, options, stock appreciation rights, warrants, calls, convertible
securities, restricted stock units, performance units, deferred stock units or other similar rights, agreements or commitments relating to the issuance of capital
stock or voting securities to which PharmAthene or any of its Subsidiaries is a party obligating PharmAthene or any of its Subsidiaries to (A) issue, transfer
or sell any shares of capital stock or other equity interests of PharmAthene or any Subsidiary of PharmAthene or securities convertible into or exchangeable
for such shares or equity interests, (B) grant, extend or enter into any such subscription, option, stock appreciation right, warrant, call, convertible securities,
restricted stock units, performance units, deferred stock units or other similar right, agreement or arrangement, (C) redeem or otherwise acquire, or vote or
dispose of, any such shares of capital stock or other equity interests or (D) provide a material amount of funds to, or make any material investment (in the
form of a loan, capital contribution or otherwise) in, any Subsidiary of PharmAthene.
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(d)          Except as set forth in subsection (a) above, neither PharmAthene nor any of its Subsidiaries has outstanding any bonds,

debentures, notes or other obligations the holders of which have the right to vote (or are convertible into or exercisable for securities having the right to vote)
with stockholders of PharmAthene on any matter.

 
(e)          There are no voting trusts, proxies or other agreements or understandings to which PharmAthene or any of its Subsidiaries is a

party with respect to the voting of the capital stock or other equity interests of PharmAthene or any of its Subsidiaries.
 
(f)          All outstanding shares of capital stock of, or other equity interests in, each Subsidiary of PharmAthene are duly authorized,

validly issued, fully paid and nonassessable and were not issued in violation of any preemptive or similar rights, purchase option, call or right of first refusal
rights. All the outstanding shares of capital stock of, or other equity interests in, each Subsidiary of PharmAthene that are owned by PharmAthene or a
Subsidiary of PharmAthene are free and clear of all Liens other than Permitted Liens.

 
(g)          The PharmAthene Common Stock to be issued in the Merger will, when issued in accordance with the provisions of this

Agreement be validly issued, fully paid and nonassessable.
 
Section 4.4           Reports and Financial Statements.

 
(a)          PharmAthene has filed or furnished all forms, documents and reports required to be filed or furnished since January 1, 2008 by it

with the SEC (the “PharmAthene SEC Documents”). As of their respective dates, or, if amended, as of the date of the last such amendment (excluding any
amendments made after the date of this Agreement), the PharmAthene SEC Documents complied in all material respects with the requirements of the
Securities Act and the Exchange Act, as the case may be, and the applicable rules and regulations promulgated thereunder, and none of the PharmAthene SEC
Documents contained any untrue statement of a material fact or omitted to state any material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were made, not misleading. To the knowledge of PharmAthene, none of the
PharmAthene SEC Documents is the subject of any outstanding SEC comments or outstanding SEC investigation. No Subsidiary of PharmAthene is required
to file any form or report with the SEC. PharmAthene has made available to Theraclone all material correspondence (if such correspondence has occurred
since January 1, 2008) between the SEC on the one hand, and PharmAthene and any of its Subsidiaries, on the other hand received by PharmAthene prior to
the date of this Agreement. The certifications and statements required by (A) Rule 13a-14 under the Exchange Act and (B) 18 U.S.C. §1350 (Section 906 of
the Sarbanes-Oxley Act) relating to the PharmAthene SEC Documents (collectively, the “Certifications”) are accurate and complete and comply as to form
and content with all applicable Law. As used in this Section 4.4, the term “file” and variations thereof shall be broadly construed to include any manner in
which a document or information is furnished, supplied or otherwise made available to the SEC.

 
(b)          The consolidated financial statements (including all related notes and schedules) of PharmAthene included in PharmAthene SEC

Documents fairly present in all material respects the consolidated financial position of PharmAthene and its consolidated Subsidiaries, as at the respective
dates thereof, and the consolidated results of their operations and their consolidated cash flows for the respective periods then ended (subject, in the case of
the unaudited statements, to normal year-end audit adjustments and to any other adjustments described therein, including the notes thereto) in each case in
accordance with GAAP (except, in the case of the unaudited statements, as permitted by the SEC) applied on a consistent basis during the periods involved
(except as may be indicated therein or in the notes thereto).
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(c)          Except as noted in Section 4.4(c) of the PharmAthene Disclosure Schedule, PharmAthene is in compliance with all applicable

NYSE MKT LLC listing rules and requirements and continued listing standards, and, to PharmAthene’s knowledge, there are no facts that cause or could
reasonably be expected to cause PharmAthene to be non-compliant with any applicable NYSE MKT LLC listing rules and requirements and continued listing
standards.

 
(d)          PharmAthene auditor has at all times since the date of enactment of the Sarbanes-Oxley Act been: (i) a registered public

accounting firm (as defined in Section 2(a)(12) of the Sarbanes-Oxley Act); (ii) to the knowledge of the PharmAthene, “independent” with respect to the
PharmAthene within the meaning of Regulation S-X under the Exchange Act; and (iii) to the knowledge of the PharmAthene, in compliance with
subsections (g) through (l) of Section 10A of the Exchange Act and the rules and regulations promulgated by the SEC and the Public Company Accounting
Oversight Board thereunder.

 
(e)          Since January 1, 2008, there have been no formal internal investigations regarding financial reporting or accounting policies and

practices discussed with, reviewed by or initiated at the direction of the chief executive officer or chief financial officer of PharmAthene, the Board of
Directors of PharmAthene or any committee thereof, other than ordinary course audits or reviews of accounting policies and practices or internal controls
required by the Sarbanes-Oxley Act. Since January 1, 2008, neither PharmAthene nor its independent auditors have identified (i) any significant deficiency or
material weakness in the system of internal accounting controls utilized by PharmAthene, (ii) any fraud, whether or not material, that involves PharmAthene’s
management or other employees who have a role in the preparation of financial statements or the internal accounting controls utilized by PharmAthene or
(iii) any claim or allegation regarding any of the foregoing.

 
Section 4.5           Internal Controls and Procedures. PharmAthene has established and maintains disclosure controls and procedures and internal

control over financial reporting (as such terms are defined in paragraphs (e) and (f), respectively, of Rule 13a-15 under the Exchange Act) as required by
Rule 13a-15 under the Exchange Act. PharmAthene’s disclosure controls and procedures are reasonably designed to provide reasonable assurance that all
material information required to be disclosed by PharmAthene in the reports that it files or furnishes under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified in the rules and forms of the SEC, and that all such material information is accumulated and
communicated to PharmAthene’s management as appropriate to allow timely decisions regarding required disclosure and to make the certifications required
pursuant to sections 302 and 906 of the Sarbanes-Oxley Act. PharmAthene’s management has completed assessment of the effectiveness of PharmAthene’s
internal control over financial reporting in compliance with the requirements of 404 of the Sarbanes-Oxley Act for the year ended December 30, 2012, and
such assessment concluded that such controls were effective. PharmAthene has disclosed, based on its most recent evaluation prior to the date of this
Agreement, to PharmAthene’s auditors and the audit committee of the PharmAthene Board of Directors and to Theraclone (A) any significant deficiencies
and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably likely to adversely affect in any material
respect PharmAthene’s ability to record, process, summarize and report financial information and (B) any fraud, whether or not material, that involves
executive officers or employees who have a significant role in PharmAthene’s internal controls over financial reporting. As of the date of this Agreement, to
the knowledge of PharmAthene, PharmAthene has not identified any significant deficiencies or any material weaknesses in the design or operation of internal
controls over financial reporting. There are no outstanding loans made by PharmAthene or any of its Subsidiaries to any executive officer (as defined in
Rule 3b-7 under the Exchange Act) or director of PharmAthene.
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Section 4.6           No Undisclosed Liabilities. Except (a) as reflected or reserved against in PharmAthene’s consolidated balance sheets (or the notes

thereto) included in the PharmAthene SEC Documents, (b) as are incurred after the date of this Agreement and are permitted to be incurred by this Agreement
or are incurred as a result of the transactions contemplated by this Agreement (e.g., attorneys’ fees), (c) for liabilities and obligations incurred in the ordinary
course of business consistent with past practice since December 31, 2012, that would not reasonably be expected, individually or in the aggregate, to have a
PharmAthene Material Adverse Effect and (d) liabilities or obligations that have been discharged or paid in full in the ordinary course of business, as of the
date of this Agreement, neither PharmAthene nor any Subsidiary of PharmAthene have and since March 31, 2013 have not incurred any liabilities or
obligations of any nature whatsoever, whether or not accrued, absolute, matured, determined, contingent or otherwise, and whether or not required by GAAP
to be reflected on a consolidated balance sheet of PharmAthene and its Subsidiaries (or in the notes thereto), other than those that have not had and would not
reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect.

 
Section 4.7           Compliance with Law; Permits.

 
(a)          PharmAthene and each of its Subsidiaries are, and at all times since January 1, 2008 have been, in compliance with and not in

default under or in violation of Law, except (i) with respect to any Drug Laws, which are addressed in Section 4.21 and (ii) for any such non-compliance,
default or violation that would not, reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect.

 
(b)          PharmAthene and its Subsidiaries are in possession of all franchises, grants, authorizations, licenses, permits, easements,

variances, exceptions, consents, certificates, approvals and orders of any Governmental Entity necessary for PharmAthene and its Subsidiaries to own, lease
and operate their properties and assets or to carry on their businesses as they are now being conducted (the “PharmAthene Permits”), except for any failure to
have any of the PharmAthene Permits that have not had and would not reasonably be expected to have, individually or in the aggregate, a PharmAthene
Material Adverse Effect. All PharmAthene Permits are in full force and effect, except for any failure to be in full force and effect that has not had and would
not reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect.

 
Section 4.8           Environmental Laws and Regulations. Except as has not had and would not reasonably be expected to have, individually or in the

aggregate, a PharmAthene Material Adverse Effect, (i) PharmAthene has conducted its businesses in compliance with all applicable Environmental Laws,
(ii) to the knowledge of PharmAthene, none of the properties leased or operated by PharmAthene contains any Hazardous Substance in amounts which would
reasonably be expected to give rise to liability under Environmental Laws, (iii) since January 1, 2008, PharmAthene has not received any written notice,
demand letter or written request for information from any Governmental Entity indicating that PharmAthene or any person whose liability PharmAthene has
retained or assumed, either contractually or by operation of law, may be in violation of, or liable under, any Environmental Law, (iv) to the knowledge of
PharmAthene, no Hazardous Substance has been disposed of, released or transported in violation of any applicable Environmental Law, or in a manner which
has given rise to any liability under Environmental Law, from any properties presently or formerly owned, leased or operated by PharmAthene or any other
property and (v) neither PharmAthene nor any of its properties or any person whose liability PharmAthene has retained or assumed, either contractually or by
operation of law, is subject to any liabilities relating to any pending or, to the knowledge of PharmAthene, threatened suit, settlement, court order,
administrative order, regulatory requirement, judgment or written claim asserted or arising under any Environmental Law.
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Section 4.9           Employee Benefit Plans.

 
(a)          Section 4.9(a) of the PharmAthene Disclosure Schedule sets forth a true and complete list of each benefit plan, arrangement,

agreement, program, practice, and policy, including each employee welfare benefit plan (including post-retirement health and insurance plan) within the
meaning of section 3(1) of ERISA, each employee pension benefit plan within the meaning of section 3(2) of ERISA, and each bonus, incentive, deferred
compensation, profit-sharing, savings, retirement, vacation, sick leave, share purchase, incentive compensation, equity or equity-based, severance, retention,
employment (other than employment agreements that are terminable at-will without notice or without liability), consulting, change of control, fringe benefit,
and employee loan plan, arrangement, agreement, program, practice, and policy, whether written or unwritten (the “PharmAthene Benefit Plans”), in each
case that is sponsored, maintained, or contributed to, or required to be maintained or contributed to, by PharmAthene or any of its Subsidiaries, or to which
PharmAthene or any person or entity that, together with PharmAthene, is treated as a single employer under section 414 of the Code (a “PharmAthene
Commonly Controlled Entity”), has any direct or indirect liability, contingent or otherwise, for the benefit of any current or former director, officer, employee,
consultant, or independent contractor of PharmAthene or any of its Subsidiaries.

 
(b)          With respect to each material PharmAthene Benefit Plan, PharmAthene has made available to Theraclone complete and accurate

copies of each of the following documents, as applicable: (i) such written PharmAthene Benefit Plan (including all amendments thereto) or a written
description of any such PharmAthene Benefit Plan that is not otherwise in writing, (ii) the three most recent Annual Reports on IRS Form 5500 Series and
accompanying schedules, if any, (iii) the most recent actuarial valuation report required to be filed under ERISA or required pursuant to applicable Laws or
the terms of such PharmAthene Benefit Plan, (iv) a copy of the most recent SPD, together with all summaries of material modifications issued with respect to
such SPD, if required under ERISA or required pursuant to applicable Laws or the terms of such PharmAthene Benefit Plan, (v) if such PharmAthene Benefit
Plan is funded through a trust or any other funding vehicle, a copy of the trust or other funding agreement (including all material amendments thereto) and the
latest financial statements thereof, if any, (vi) all contracts relating to such PharmAthene Benefit Plan with respect to which PharmAthene, any of its
Subsidiaries, or any PharmAthene Commonly Controlled Entity may have any material liability, including insurance contracts, investment management
agreements, subscription and participation agreements and record keeping agreements, (vii) the most recent determination letter received from (or
determination letter request submitted to) the IRS or the most recent master or prototype opinion letter issued by the IRS with respect to a master or prototype
plan adopted by PharmAthene or any PharmAthene Commonly Controlled Entity upon which such sponsor is entitled to rely (if applicable) with respect to
any PharmAthene Benefit Plan that is intended to be qualified under section 401(a) of the Code and (viii) communications (other than routine
communications) from the IRS, the Department of Labor or the Pension Benefit Guaranty Corporation or any successor thereto with respect to any such
PharmAthene Benefit Plan.

 
(c)          (i) Each of the PharmAthene Benefit Plans (and any related trust or other funding vehicle) has been established and administered

in compliance in all material respects with its terms and applicable Laws, including, but not limited to, ERISA and the Code and in each case the regulations
thereunder and (ii) with respect to each of the PharmAthene Benefit Plans intended to be “qualified” within the meaning of section 401(a) of the Code, either
the IRS has issued a favorable determination or opinion letter that has not been revoked, or an application for a favorable determination or opinion letter was
timely submitted to the IRS for which no final action has been taken by the IRS, or the plan is relying on a prototype or volume submitter letter, and, to the
knowledge of PharmAthene there are no existing circumstances or events that have occurred that could reasonably be expected to adversely affect the
qualified status of any such plan.

 
(d)          Neither PharmAthene, any of its Subsidiaries, nor any PharmAthene Commonly Controlled Entity has during the period beginning

with the sixth plan year preceding the plan year that includes the Effective Time ever sponsored, maintained, contributed to, or been required to maintain or
contribute to, or has any actual or contingent liability under any employee benefit plan subject to Title IV or section 302 of ERISA or sections 412 or 4971 of
the Code, or any “multiemployer pension plan” (as such term is defined in section 3(37) of ERISA), and neither PharmAthene nor any PharmAthene
Commonly Controlled Entity has incurred any withdrawal liability which remains unsatisfied, and to the knowledge of PharmAthene, no events have
occurred and no circumstances exist that could reasonably be expected to result in any such liability to PharmAthene or any of its Subsidiaries.
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(e)          All material contributions and other amounts payable by PharmAthene or its Subsidiaries as of the date of this Agreement with

respect to each PharmAthene Benefit Plan in respect of any plan year during the period beginning with the sixth plan year preceding the plan year that
includes the Effective Time have been paid or, if not yet due have been properly accrued in accordance with GAAP in all material respects. Neither
PharmAthene nor any of its Subsidiaries has engaged in a transaction in connection with which PharmAthene or any of its Subsidiaries became, or could
reasonably be expected to become, subject to either a material civil penalty assessed pursuant to sections 409 or 502(i) of ERISA or a material Tax imposed
pursuant to sections 4975 or 4976 of the Code. There are no material pending or, to the knowledge of PharmAthene, threatened claims (other than routine
claims for benefits) by, on behalf of or against any of the PharmAthene Benefit Plans or any trusts related thereto.

 
(f)          Neither the execution and delivery of this Agreement nor the consummation of the transactions contemplated hereby (either alone

or in conjunction with any other event, including any termination of employment at or following the Effective Time) will (i) cause any material payment
(including, without limitation, severance, unemployment compensation, change in control payment, “excess parachute payment” (within the meaning of
section 280G of the Code), forgiveness of indebtedness, or other compensation or benefits) to become due to any current or former director, officer,
employee, consultant, or independent contractor of PharmAthene or any of its Subsidiaries from PharmAthene or any PharmAthene Commonly Controlled
Entity under any PharmAthene Benefit Plan or otherwise (other than amounts payable to any such person in his or her capacity as an equityholder of
PharmAthene), (ii) materially increase any benefits otherwise payable under any PharmAthene Benefit Plan, (iii) result in any acceleration of the time of
payment or vesting of any such benefits, (iv) require the funding of any such benefits, (v) result in any breach or violation of or default under, or limit (except
as may be specifically set forth in this Agreement) PharmAthene’s right to amend, modify, or terminate any collective bargaining agreement or PharmAthene
Benefit Plan, or (vi) result in the payment of any amount that would, individually or in combination with any other such payment, not be deductible as a result
of section 280G of the Code. Section 4.9(f) of the PharmAthene Disclosure Schedule sets forth, as of the date hereof, individuals the Company reasonably
believes are “disqualified individuals” within the meaning of Section 280G of the Code and the Regulations thereunder.

 
(g)          All PharmAthene Stock Options have an exercise price per share that was not less than the “fair market value” of one share of

PharmAthene Common Stock on the date of grant. All PharmAthene Stock Options have been properly accounted for in accordance with GAAP in all
material respects, and no change is expected in respect of any prior financial statements relating to expenses for stock-based compensation. There is no
pending audit, investigation or inquiry by any Governmental Entity or by PharmAthene (directly or indirectly) with respect to PharmAthene Stock Option
granting practices or other equity compensation practices. The grant date of each PharmAthene Stock Option is on or after the date on which such grant was
authorized by PharmAthene board of directors or the compensation committee thereof.

 
(h)          Each PharmAthene Benefit Plan that is a “nonqualified deferred compensation plan” (as defined in section 409A(d)(1) of the

Code) subject to section 409A of the Code has been operated since January 1, 2005 in good faith compliance with section 409A of the Code and the
regulations and guidance promulgated thereunder.
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(i)          No PharmAthene Benefit Plan provides benefits, including death or medical, health, or other welfare benefits (whether or not

insured), with respect to current or former directors, officers, employees, consultants, or independent contractors of PharmAthene, its Subsidiaries, or any
PharmAthene Commonly Controlled Entity after retirement or other termination of service other than (i) coverage mandated by applicable Laws (including
continuation coverage under section 4980B of the Code), (ii) death benefits or retirement benefits under any “employee pension benefit plan,” as such term is
defined in section 3(2) of ERISA, (iii) deferred compensation benefits accrued as liabilities on the books of PharmAthene, any of its Subsidiaries, or a
PharmAthene Commonly Controlled Entity or (iv) benefits the full direct cost of which is borne by the current or former employee (or beneficiary thereof),
and no circumstances exist that would reasonably be expected to cause PharmAthene, any of its Subsidiaries, or a PharmAthene Commonly Controlled Entity
to become obligated to provide any such benefits.

 
(j)          Except as set forth in Schedule 4.9(j) of the PharmAthene Disclosure Schedule, no PharmAthene Benefit Plan is subject to the laws

of any jurisdiction outside of the United States.
 
Section 4.10         Absence of Certain Changes or Events. From March 31, 2013 to the date hereof, (i) the businesses of PharmAthene and its

Subsidiaries have been conducted in all material respects in the ordinary course of business consistent with past practice and (ii) there has not been any
change, effect, event, development, occurrence or state of facts that has had, or would reasonably be expected to have, individually or in the aggregate, a
PharmAthene Material Adverse Effect.

 
Section 4.11         Investigations; Litigation. Except with respect to any Drug Laws, which are addressed in Section 4.21(a), and as disclosed on

Schedule 4.11, there are no (a) investigations or reviews pending (or, to the knowledge of PharmAthene, threatened) by any Governmental Entity with respect
to PharmAthene or any of its Subsidiaries nor (b) any actions, suits, arbitrations, mediations, or proceedings pending (or, to PharmAthene’s knowledge,
threatened) against PharmAthene or any of its Subsidiaries, or any of their respective properties at law or in equity before, and there are no orders, judgments
or decrees of, or before, any Governmental Entity, in the case of each of clause (a) or (b), which have had or would reasonably be expected to have,
individually or in the aggregate, a PharmAthene Material Adverse Effect.

 
Section 4.12         Proxy Statement; Other Information. Assuming the accuracy of the representations made by Theraclone in Section 3.11, the Proxy

Statement will not, at the time of the mailing of the Proxy Statement or any amendments or supplements thereto or at the time of the PharmAthene Meeting,
contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary in order to make the statements
therein, in light of the circumstances under which they were made, not misleading. Assuming the accuracy of the representations made by Theraclone in
Section 3.11, the Form S-4 Registration Statement will not, at the time the Form S-4 Registration Statement is filed with the SEC or at the time it becomes
effective under the Securities Act, contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary in
order to make the statements therein, in light of the circumstances under which they were made, not misleading.

 
Section 4.13         Tax Matters.

 
(a)          (i) PharmAthene and each of its Subsidiaries have prepared in material compliance with the prescribed manner and filed within

the time required by applicable Law (taking into account any extension of time within which to file) all material Tax Returns required to be filed by any of
them with all relevant Governmental Entities for all taxation or fiscal periods ending prior to the date hereof, and all such Tax Returns are true, correct and
complete in all material respects, (ii) PharmAthene and each of its Subsidiaries have fully and timely paid all material Taxes shown thereon as owing and all
material Taxes otherwise owed by or with respect to PharmAthene or any of its Subsidiaries within the time required by applicable Law, (iii) the financial
statements included in the PharmAthene SEC Documents reflect adequate reserves for all material unpaid Taxes payable by PharmAthene and its Subsidiaries
for all taxable periods and portions thereof through the date of such financial statements and neither PharmAthene nor any of its Subsidiaries has incurred any
material Tax liability since the date of such financial statements other than for Taxes arising in the ordinary course of business and (iv) as of the date of this
Agreement, there are not pending or, to the knowledge of PharmAthene, threatened, any audits, examinations, assessments, reassessments or other
proceedings in respect of Taxes (except, in the case of clause (i), (ii) or (iv) above, with respect to matters contested in good faith and for which adequate
reserves have been established in accordance with GAAP).
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(b)          There are no waivers of any statute of limitations in respect of assessment or collection of Taxes or any agreements or requests

for an extension of time for assessment or collection of any Tax, which waiver or extension is currently effective.
 
(c)          None of PharmAthene or any of its Subsidiaries is a party to any agreement relating to Tax allocation, Tax indemnification or

Tax sharing (other than any such agreements solely among PharmAthene and any of its Subsidiaries) and none of PharmAthene or any of its Subsidiaries has
any liability for Taxes of any person (other than members of the affiliated group, within the meaning of section 1504(a) of the Code, filing consolidated
federal income tax returns of which PharmAthene is the common parent) under Treasury Regulation section 1.1502-6, Treasury Regulation section 1.1502-78
or any similar state, local or non-U.S. Laws, as a transferee or successor, or otherwise.

 
(d)          No claim in writing has been made against PharmAthene or any of its Subsidiaries by any Governmental Entity in a jurisdiction

where PharmAthene and its Subsidiaries do not file Tax Returns that PharmAthene or such Subsidiary is or may be subject to taxation by that jurisdiction. All
deficiencies for Taxes asserted or assessed in writing against PharmAthene or any of its Subsidiaries have been fully and timely paid, settled or properly
reflected in the most recent financial statements contained in the PharmAthene SEC Documents.

 
(e)          PharmAthene and its Subsidiaries have made available to Theraclone correct and complete copies of all material U.S. federal

income Tax Returns, state income Tax apportionment data, examination reports and statements of deficiencies for which the applicable statutory periods of
limitations have not yet expired.

 
(f)           There are no material Liens for Taxes upon any of the assets of PharmAthene or any of its Subsidiaries, except for Permitted

Liens.
 
(g)          PharmAthene and its Subsidiaries have each withheld from their respective employees, independent contractors, creditors,

stockholders and third parties, and timely paid or remitted to the appropriate Governmental Entity, proper and accurate amounts in all material respects for all
periods ending on or before the Closing Date in compliance with all material Tax withholding and remitting provisions of applicable Law.

 
(h)          Neither PharmAthene nor any of its Subsidiaries has constituted a “distributing corporation” or a “controlled corporation”

(within the meaning of section 355(a)(1)(A) of the Code) in a distribution that could constitute part of a “plan” or “series of related transactions” (within the
meaning of section 355(e) of the Code) in conjunction with the transactions contemplated by this Agreement.
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(i)           Each of the closing agreements under section 7121 of the Code or any similar provision of state, local or non-U.S. Laws or full

acceptance letters which PharmAthene or any of its Subsidiaries has executed, entered into or received is valid and enforceable in accordance with its terms.
Neither PharmAthene nor any of its Subsidiaries has committed fraud, collusion, concealment or malfeasance or made a misrepresentation of material fact in
connection with the execution or entering into of any closing agreement with, or the receipt of any full acceptance letter or private letter ruling from, any
Governmental Entity.

 
(j)           There is no taxable income of PharmAthene that will be required under any applicable Law to be reported in a taxable period

beginning after the Closing Date which taxable income was realized (or reflects economic income) arising prior to the Closing Date as a result of any: (i)
change in method of accounting for a taxable period ending on or prior to the Closing Date; (ii) “closing agreement” as described in section 7121 of the Code
executed on or prior to the Closing Date; (iii) installment sale or open transaction disposition made on or prior to the Closing Date; or (iv) election under
section 108(i) of the Code.

 
(k)          Neither PharmAthene nor any of its Subsidiaries has ever participated in any reportable transaction within the meaning of

Treasury Regulations section 1.6011-4(b) or taken any position on any Tax Return that would subject it to a substantial understatement of Tax penalty under
section 6662 of the Code which has not been properly disclosed to the IRS as required by the Code and the Treasury Regulations promulgated thereunder.

 
(l)           Neither PharmAthene nor any of its Subsidiaries has (A) been a “United States real property holding corporation,” as defined in

section 897(c)(2) of the Code, at any time during the past five years or made an election under section 897(i) of the Code to be treated as a domestic
corporation for purposes of sections 897, 1445 and 6039C of the Code or (B) been a passive foreign investment company within the meaning of section 1297
of the Code.

 
(m)         All related party transactions involving PharmAthene and its subsidiaries have been conducted at arm’s length and in

compliance with section 482 of the Code and the Treasury Regulations promulgated thereunder and any comparable provision of any state, local, or non-U.S.
tax law.

 
(n)          Neither PharmAthene nor any of its Subsidiaries has any knowledge of any fact, agreement, plan or other circumstance that

would cause the Merger to fail to qualify as a reorganization within the meaning of section 368(a) of the Code.
 
(o)          No employee, director, consultant or other service provider of PharmAthene or any of its Subsidiaries is entitled to receive any

gross up payment from PharmAthene or any of its subsidiaries by reason of any taxes imposed by Section 4999 of the Code.
 
Section 4.14         Employee Relations Matters.

 
(a)          Neither PharmAthene nor any of its Subsidiaries is a party to, or bound by, any collective bargaining agreement, contract or other

agreement or understanding with a labor union, labor organization, trade union or works council. Neither PharmAthene nor any of its Subsidiaries has
committed any material unfair labor practice as defined in the National Labor Relations Act or other applicable Laws. To the knowledge of PharmAthene,
there are no organizational efforts with respect to the formation of a collective bargaining unit or, as of the date of this Agreement, labor union organizing
activities being made or threatened involving employees of PharmAthene or any of its Subsidiaries.
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(b)          There are no pending or, to the knowledge of PharmAthene, threatened arbitrations, grievances, labor disputes, strikes, lockouts,

slowdowns or work stoppages against PharmAthene or any of its Subsidiaries, nor to the knowledge of PharmAthene, has there been any of the foregoing that
has had, or would reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect.

 
(c)          PharmAthene and each of its Subsidiaries are and have been in compliance in all material respects with all applicable Laws

respecting employment and employment practices, including all Laws respecting terms and conditions of employment, health and safety, wages and hours,
child labor, immigration, employment discrimination, disability rights or benefits, equal opportunity, plant closures and layoffs, affirmative action, workers’
compensation, labor relations, employee leave issues, employee classifications, and unemployment insurance. PharmAthene and each of its Subsidiaries are
not in any material respect delinquent in payments to any employees or former employees for any services or amounts required to be reimbursed or otherwise
paid. Neither PharmAthene nor any of its Subsidiaries is a party to, or otherwise bound by, any order of any Governmental Entity relating to employees or
employment practices other than any ordinary course settlement with a Governmental Entity, in each case in an amount not more than $100,000 individually.

 
(d)          Neither PharmAthene nor any of its Subsidiaries has received written notice of (i) any unfair labor practice charge or complaint

pending or threatened before the National Labor Relations Board or any other Governmental Entity against it, (ii) any complaints, grievances or arbitrations
against it arising out of any collective bargaining agreement, (iii) any charge or complaint with respect to or relating to it pending before the Equal
Employment Opportunity Commission or any other Governmental Entity responsible for the prevention of unlawful employment practices, (iv) the intent of
any Governmental Entity responsible for the enforcement of labor, employment, wages and hours of work, child labor, immigration, or occupational safety
and health Laws to conduct an investigation with respect to or relating to them or such investigation is in progress or (v) any complaint, lawsuit or other
proceeding pending or, to the knowledge of PharmAthene, threatened in any forum by or on behalf of any present or former employee of such entities, any
applicant for employment or classes of the foregoing alleging breach of any express or implied contract of employment, any applicable Law governing
employment or the termination thereof or other discriminatory, wrongful or tortious conduct in connection with the employment relationship, in each case,
which has had or would reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect.

 
(e)          Neither PharmAthene nor any of its Subsidiaries is currently engaged in any layoffs or employment terminations sufficient in

number to trigger application of the WARN or any similar state, local or foreign Law. During the ninety (90) day period prior to the date of this Agreement,
not more than thirty (30) employees of PharmAthene or its Subsidiaries were terminated from any single site of employment.

 
(f)          As of the date of this Agreement, no PharmAthene Key Employee or any of its Subsidiaries has given written notice terminating

employment with PharmAthene or any of its Subsidiaries, which termination will be effective on or after the date of this Agreement. For the purposes hereof
(“PharmAthene Key Employee”) means the persons set forth in Section 4.14(f) of the PharmAthene Disclosure Schedule.

 
Section 4.15         Intellectual Property.

 
(a)          To the knowledge of PharmAthene, PharmAthene and its Subsidiaries own, license, sublicense or otherwise possess legally

enforceable rights to use all Intellectual Property material to the conduct of the business of PharmAthene and its Subsidiaries, taken as a whole, as currently
conducted and as currently proposed to be conducted (in each case excluding generally commercially available, off-the-shelf software programs).
PharmAthene’s public filings described in the preamble to this Article IV set forth all of the PharmAthene’s research and development programs and any
other material programs.
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(b)          The execution and delivery of this Agreement by PharmAthene and the consummation of the Merger will not result in the breach

of or loss of rights under, or create on behalf of any third party the right to terminate or modify, (i) any license, sublicense or other agreement relating to any
Intellectual Property owned by PharmAthene or any of its Subsidiaries under which PharmAthene or any of its Subsidiaries has granted an exclusive license
or which is otherwise material to the business of PharmAthene and its Subsidiaries, taken as a whole, as currently conducted and as currently proposed to be
conducted (the “PharmAthene Intellectual Property”), or (ii) any license, sublicense or other agreement to which PharmAthene or any of its Subsidiaries is a
party and pursuant to which PharmAthene or any of its Subsidiaries is authorized to use any third party’s Intellectual Property on an exclusive basis or that is
otherwise material to the business of PharmAthene and its Subsidiaries, taken as a whole, as currently conducted and as currently proposed to be conducted,
excluding generally commercially available, off-the-shelf software programs (the “PharmAthene Third Party Intellectual Property”). The execution and
delivery of this Agreement by PharmAthene and the consummation of the Merger will not, as a result of any contract to which PharmAthene or any of its
Subsidiaries is a party, result in PharmAthene, PharmAthene or any of PharmAthene’s Subsidiaries granting to any third party any rights or licenses to any
Intellectual Property or the release or disclosure of any trade secrets that would not have been granted or released absent such execution or consummation.

 
(c)          Section 4.15(c) of the PharmAthene Disclosure Schedule sets forth a complete and accurate list of all U.S. and foreign issued

patents and pending patent applications and registered trademarks, service marks, copyrights and domain names owned or co-owned by PharmAthene or any
of its Subsidiaries material to the conduct of the business of PharmAthene and its Subsidiaries, taken as a whole, as currently conducted and as currently
proposed to be conducted. Section 4.15(c) of the PharmAthene Disclosure Schedule sets forth a complete and accurate list of all U.S. and foreign issued
patents and pending patent applications and registered trademarks, service marks, copyrights and domain names material to the conduct of the business of
PharmAthene and its Subsidiaries, taken as a whole, as currently conducted and as currently proposed to be conducted, licensed to PharmAthene or any of its
Subsidiaries, and Section 4.15(c) of the PharmAthene Disclosure Schedule sets forth a complete and accurate list of all other licenses to PharmAthene or any
of its Subsidiaries of PharmAthene Intellectual Property or PharmAthene Third Party Intellectual Property.

 
(d)          To the knowledge of PharmAthene, all items of Intellectual Property set forth in Section 4.15(c) of the PharmAthene Disclosure

Schedule are subsisting and have not expired or been cancelled, all maintenance and renewal fees necessary to preserve such rights have been paid, and all
such rights (other than such rights that are currently the subject of pending applications) are valid. PharmAthene and its Subsidiaries have implemented
commercially reasonable measures to maintain the confidentiality of PharmAthene Intellectual Property of a nature that PharmAthene intends to keep
confidential. To the knowledge of PharmAthene, no third party is infringing, violating or misappropriating any of the PharmAthene Intellectual Property or
PharmAthene Third Party Intellectual Property, except for infringements, violations or misappropriations that, individually or in the aggregate, have not had,
and would not be reasonably likely to have, a PharmAthene Material Adverse Effect.

 
(e)          To the knowledge of PharmAthene, the conduct of the business of PharmAthene and its Subsidiaries as currently conducted and as

currently proposed to be conducted does not infringe, violate, conflict with or constitute a misappropriation of any Intellectual Property of any third party.
Since January 1, 2008, neither PharmAthene nor any of its Subsidiaries has received any written claim or notice alleging any such infringement, violation or
misappropriation.
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(f)          All former and current employees, consultants and contractors of PharmAthene or its Subsidiaries who contribute or have

contributed to the creation or development of any Intellectual Property for or on behalf of PharmAthene or any of its Subsidiaries material to the conduct of
the business of PharmAthene and its Subsidiaries, taken as a whole, as currently conducted and as currently proposed to be conducted, have executed written
instruments that assign to PharmAthene or the relevant Subsidiary all right, title and interest in and to any such contributions.

 
(g)          PharmAthene’s and each of its Subsidiaries’ collection, storage, use and dissemination of personally identifiable information is and

since January 1, 2008, has been in compliance in all material respects with all applicable Law, including Laws relating to privacy, data security and data
protection, and all applicable privacy policies and terms of use or other contractual obligations applicable thereto. Since January 1, 2008, there have been no
written allegations or claims received by PharmAthene or any of its Subsidiaries from any Governmental Entity or any person of a breach of any such Laws,
policies or obligations. To the knowledge of PharmAthene, since January 1, 2008, there have been no material losses or thefts of any such information.

 
Section 4.16         Real Property.

 
(a)          Neither PharmAthene nor any Subsidiary of PharmAthene owns any real property.
 
(b)          PharmAthene or a Subsidiary of PharmAthene has a good leasehold estate in each Real Property Leases, under which

PharmAthene or a Subsidiary of PharmAthene is a tenant or a subtenant, in each case free and clear of all Liens and defects in title, other than Permitted
Liens. Neither PharmAthene nor any Subsidiary of PharmAthene is in breach of or default under the terms of any Real Property Lease, except for any such
breach or default that has not had and would not reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect. To
the knowledge of PharmAthene, no other party to any Real Property Lease is in breach of or default under the terms of any Real Property Lease, which breach
or default has had or would reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect. Each Real Property
Lease is a valid and binding obligation of PharmAthene or the Subsidiary of PharmAthene which is party thereto and, to the knowledge of PharmAthene, of
each other party thereto, and is in full force and effect, except that (i) such enforcement may be subject to applicable bankruptcy, insolvency, reorganization,
moratorium or other similar Laws, now or hereafter in effect, relating to creditors’ rights generally and (ii) equitable remedies of specific performance and
injunctive and other forms of equitable relief may be subject to equitable defenses and to the discretion of the court before which any proceeding therefor may
be brought.

 
(c)          PharmAthene’s public filings described in the preamble to this Article IV set forth, as of the date of this Agreement, a true and

complete list of all leases, subleases or similar agreements under which PharmAthene or a Subsidiary of PharmAthene is the landlord or the sublandlord (such
leases, subleases and similar agreements, collectively, the “PharmAthene Real Property Subleases”). Neither PharmAthene nor any Subsidiary of
PharmAthene is in breach of or default under the terms of any PharmAthene Real Property Sublease, except for any such breach or default that has not had
and would not reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect. To the knowledge of PharmAthene,
no other party to any PharmAthene Real Property Sublease is in breach of or default under the terms of any PharmAthene Real Property Sublease except for
any such breach or default that has not had and would not reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse
Effect. Each PharmAthene Real Property Sublease is a valid and binding obligation of PharmAthene or the Subsidiary of PharmAthene which is party thereto
and, to the knowledge of PharmAthene, of each other party thereto, and is in full force and effect, except that (i) such enforcement may be subject to
applicable bankruptcy, insolvency, reorganization, moratorium or other similar Laws, now or hereafter in effect, relating to creditors’ rights generally and
(ii) equitable remedies of specific performance and injunctive and other forms of equitable relief may be subject to equitable defenses and to the discretion of
the court before which any proceeding therefor may be brought.
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Section 4.17         Takeover Statutes. Assuming that neither Theraclone nor any of its “affiliates” or “associates” (as defined in section 203 of the

DGCL) has been an “interested stockholder” (as defined in section 203 of the DGCL) at any time within three years prior to the date hereof, none of section
203 of the DGCL, any other state anti-takeover statute or regulation, or any takeover-related provision in the PharmAthene Certificate of Incorporation or
PharmAthene Bylaws would prohibit or restrict the ability of PharmAthene to consummate the Merger or of the PharmAthene stockholders party to the
PharmAthene Voting Agreement to perform their respective obligations thereunder.

 
Section 4.18         Material Contracts.

 
(a)          Except as disclosed in Section 4.18 of the PharmAthene Disclosure Schedule, and except for this Agreement, neither PharmAthene

nor any of its Subsidiaries is bound by any contract, arrangement, commitment or understanding:
 
(i)          that constitutes a partnership, joint venture, technology sharing or similar agreement between PharmAthene or any of its

Subsidiaries and any other person;
 
(ii)         with respect to the service of any directors, officers, employees, or independent contractors or consultants that are natural

persons, involving the payment of $100,000 or more in any 12 month period, other than those that are terminable by PharmAthene or any of its Subsidiaries
on no more than 30 days’ notice without penalty;

 
(iii)        that limits the ability of PharmAthene or any of its Subsidiaries to compete or enter into in any line of business, in any

geographic area or with any person, in each case, which limitation or requirement would reasonably be expected to be material to PharmAthene and its
Subsidiaries taken as a whole;

 
(iv)        with or to a labor union, works council or guild (including any collective bargaining agreement or similar agreement);
 
(v)         relating to the use or right to use Intellectual Property, including any license or royalty agreements, other than an

agreement entered into in the ordinary course of business and that is not material to PharmAthene;
 
(vi)        that provides for indemnification by PharmAthene to any person, other than an agreement entered into in the ordinary

course of business and that is not material to PharmAthene;
 
(vii)       between PharmAthene or any of its Subsidiaries and any current or former director or officer of PharmAthene or any of its

Subsidiaries, or any affiliate of any such person (other than an PharmAthene Benefit Plan);
 
(viii)      with respect to (A) Indebtedness, (B) any capital lease obligations to any person other than PharmAthene or any of its

Subsidiaries, (C) any obligations to any person other than PharmAthene or any of its Subsidiaries in respect of letters of credit and bankers’ acceptances,
(D) any indebtedness to any person other than PharmAthene or any of its Subsidiaries under interest rate swap, hedging or similar agreements, (E) any
obligations to pay to any person other than PharmAthene or any of its Subsidiaries the deferred purchase price of property or services, (F) indebtedness
secured by any Lien on any property owned by PharmAthene or any of its Subsidiaries even though the obligor has not assumed or otherwise become liable
for the payment thereof, or (G) any guaranty of any such obligations described in clauses (A) through (F) of any person other than PharmAthene or any of its
Subsidiaries, in each case, having an outstanding amount in excess of $100,000 individually or $250,000 in the aggregate;
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(ix)         that is material to PharmAthene or that contains any so called “most favored nation” provision or similar provisions

requiring PharmAthene to offer to a person any terms or conditions that are at least as favorable as those offered to one or more other persons;
 
(x)          pursuant to which any agent, sales representative, distributor or other third party markets or sells any PharmAthene

Product;
 
(xi)         pursuant to which PharmAthene or any Subsidiary is a party granting rights of first refusal, rights of first offer or similar

rights to acquire any business or assets of the PharmAthene or any Subsidiary;
 
(xii)        relating to the purchase or sale of assets outside the ordinary course of business of PharmAthene;
 
(xiii)       relating to the issuance of any securities of PharmAthene or any Subsidiary;
 
(xiv)      pursuant to which any material asset of PharmAthene or any of its Subsidiaries is leased;
 
(xv)       relates to the purchase of (A) any equipment entered into since December 31, 2012 and (B) any materials, supplies, or

inventory since December 31, 2012, other than any agreement which, together with any other related agreement, involves the expenditure by the
PharmAthene of less than $100,000;

 
(xvi)      that represents a purchase order with any supplier for the purchase of inventory items in an amount in excess of $100,000

of materials;
 
(xvii)     pursuant to which PharmAthene or any Subsidiary is a party and having a remaining term of more than one (1) year after

the date hereof or involving a remaining amount payable thereunder (either to or from PharmAthene) as of the date hereof, of at least $100,000;
 
(xviii)    that involves the payment of $250,000 or more in any 12-month period after the date hereof; or
 
(xix)       that would prevent, delay or impede the consummation, or otherwise reduce the contemplated benefits, of any of the

transactions contemplated by this Agreement.
 
PharmAthene has previously made available to PharmAthene or its representatives complete and accurate copies of each Contract of the type described in this
Section 4.18(a) (collectively referred to herein as “PharmAthene Material Contracts”).
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(b)          All of the PharmAthene Material Contracts were entered into at arms’ length in the ordinary course of business and are valid and

in full force and effect, except to the extent they have previously expired in accordance with their terms. Neither PharmAthene nor any of its Subsidiaries has
given or received a notice of cancellation or termination under any PharmAthene Material Contract, or has, or is alleged to have, and to the knowledge of
PharmAthene, none of the other parties thereto have, violated any provision of, or committed or failed to perform any act, and no event or condition exists,
which with or without notice, lapse of time or both would constitute a default under the provisions of, any PharmAthene Material Contract.

 
(c)          Neither PharmAthene nor any Subsidiary of PharmAthene is in breach of or default under the terms of any PharmAthene Material

Contract, except for any such breach or default that has not had and would not reasonably be expected to have, individually or in the aggregate, a
PharmAthene Material Adverse Effect. To the knowledge of PharmAthene, no other party to any PharmAthene Material Contract is in breach of or default
under the terms of any PharmAthene Material Contract except for any such breach or default that has not had and would not reasonably be expected to have,
individually or in the aggregate, a PharmAthene Material Adverse Effect. Each PharmAthene Material Contract is a valid and binding obligation of
PharmAthene or the Subsidiary of PharmAthene which is party thereto and, to the knowledge of PharmAthene, of each other party thereto, and is in full force
and effect, except that (i) such enforcement may be subject to applicable bankruptcy, insolvency, reorganization, moratorium or other similar Laws, now or
hereafter in effect, relating to creditors’ rights generally and (ii) equitable remedies of specific performance and injunctive and other forms of equitable relief
may be subject to equitable defenses and to the discretion of the court before which any proceeding therefor may be brought.

 
Section 4.19         Insurance. PharmAthene and its Subsidiaries own or hold policies of insurance in amounts that PharmAthene has determined in

good faith provide reasonably adequate coverage for its business and in amounts sufficient to comply with (i) applicable Law and (ii) all PharmAthene
Material Contracts to which PharmAthene or any of its Subsidiaries are parties or are otherwise bound.

 
Section 4.20         Affiliate Transactions. There are no transactions, agreements or arrangements between (i) PharmAthene or any of its Subsidiaries

on the one hand, and (ii) any director, executive officer or affiliate of PharmAthene (other than any of its Subsidiaries) or any of their respective affiliates or
immediate family members, on the other hand, of the type that would be required to be disclosed under Item 404 of Regulation S-K under the Securities Act
(such transactions referred to herein as “PharmAthene Affiliate Transactions”).

 
Section 4.21         Food And Drug Administration Matters.

 
(a)          PharmAthene and its Subsidiaries are not in violation of the FDCA, the PHSA, or the Drug Laws applicable to their activities,

including those relating to GLP, good clinical practices, adverse event reporting, good manufacturing practices, recordkeeping, user fees, clinical trial
registries, and filing of reports, except for such violations that would not, individually or in the aggregate, reasonably be expected to have a PharmAthene
Material Adverse Effect. PharmAthene and its Subsidiaries have not received any written notice or other written communication from the FDA or any other
Governmental Entity alleging any violation of any Drug Law, including any failure to maintain systems and programs adequate to ensure compliance with
any applicable Law related to product quality, including “Good Manufacturing Practice,” “Good Laboratory Practice,” and “Good Clinical Practice” as those
terms are defined by the FDA and in all applicable Drug Laws, by PharmAthene or any of its Subsidiaries relating to any activity that is subject to Drug
Laws. Neither PharmAthene nor any of its Subsidiaries, nor, to the knowledge of PharmAthene, any third party acting on behalf of PharmAthene, has
received any (i) notices of inspectional observations (including those recorded on form FDA 483), warning letters, untitled letters from the FDA or any other
Governmental Entity, (ii) notice of any intention to conduct an investigation or review from the FDA or any other Governmental Entity, or (iii) other written
documents issued by the FDA or any other Governmental Entity that indicate lack of compliance with any Drug Law by PharmAthene or its Subsidiaries or
by persons who are otherwise performing services for the benefit of PharmAthene or its Subsidiaries. To PharmAthene’s knowledge, no third party acting on
behalf of PharmAthene is subject to any regulatory restriction that would affect the development of PharmAthene products.

 

- 44 -



 

 
(b)          PharmAthene and its Subsidiaries have all Authorizations from Governmental Entities that are material to the conduct of the

business of PharmAthene and its Subsidiaries, taken as a whole, as currently conducted, and such Authorizations are in full force and effect in all material
respects. PharmAthene and its Subsidiaries have filed all material reports, notifications and filings with, and have paid all material regulatory fees to, the
applicable Governmental Entity necessary to maintain all of such Authorizations in full force and effect. PharmAthene and its Subsidiaries are, and have
been, in compliance in all material respects with the terms of all Authorizations. Neither PharmAthene nor its Subsidiaries have received written notice to the
effect that a Governmental Entity was or is considering the amendment, termination, revocation or cancellation of any Authorization. The consummation of
the Merger or any of the other transactions contemplated by this Agreement, in and of itself, will not cause the amendment, termination, revocation or
cancellation of any material Authorization.

 
(c)          All preclinical tests performed in connection with or as the basis for any submission to the FDA or other comparable

Governmental Entity submitted by PharmAthene or its Subsidiaries or that PharmAthene or its Subsidiaries anticipate will be submitted to the FDA or other
comparable Governmental Entity either (i) have been conducted in accordance, in all material respects, with applicable GLP requirements, including those
contained in 21 C.F.R. Part 58 or (ii) involved experimental research techniques that were not required to be performed by a registered GLP testing laboratory
(with appropriate notice being given to FDA or the applicable Governmental Entity, if required), but employed procedures and controls generally used by
qualified experts in the conduct of preclinical studies.

 
(d)          None of PharmAthene’s product candidates (“PharmAthene Products”) have received marketing approval from any Governmental

Entity. All human clinical trials to the extent conducted by PharmAthene, its Subsidiaries, or to the knowledge of PharmAthene, by a third party on behalf of
PharmAthene or its Subsidiaries, have been and are being conducted in compliance with all applicable requirements of “Good Clinical Practice,” “Informed
Consent” and, “Institutional Review Boards,” as those terms are defined by the FDA and in all applicable Drug Laws relating to clinical trials or the
protection of human subjects, including those contained in the International Conference on Harmonization E6: Good Clinical Practices Consolidated
Guideline, and in 21 C.F.R. Parts 50, 54, 56, and 312, and the provisions governing the privacy of patient medical records under the Health Insurance
Portability and Accountability Act of 1996 and the implementing regulations of the United States Department of Health and Human Services, and all
applicable comparable foreign Drug Laws, except for such failures to be in compliance that would not, individually or in the aggregate, reasonably be
expected to have a PharmAthene Material Adverse Effect. Neither PharmAthene, its Subsidiaries, nor to the knowledge of PharmAthene, anyone acting on
behalf of PharmAthene, has received any written notice that the FDA or any other Governmental Entity or institutional review board has initiated, or
threatened to initiate, any clinical hold or other action to suspend any clinical trial or suspend or terminate any IND (or foreign equivalent thereto) sponsored
by PharmAthene or its Subsidiaries, or otherwise restrict the preclinical research on or clinical study of any PharmAthene Product.

 
(e)          All clinical trials conducted by or on behalf of PharmAthene or its Subsidiaries and the results of all such clinical trials have been

registered and disclosed in all material respects in accordance with all applicable Drug Laws. PharmAthene and its Subsidiaries have filed all annual and
periodic reports, amendments and IND Safety Reports required for any PharmAthene Product required to be made to the FDA or any other Governmental
Entity, except for such failures to file that would not, individually or in the aggregate, reasonably be expected to have a PharmAthene Material Adverse
Effect.
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(f)           All manufacturing operations conducted by PharmAthene, its Subsidiaries, or, to the knowledge of PharmAthene, for the benefit

of, PharmAthene or its Subsidiaries with respect to PharmAthene Products have been and are being conducted in accordance, in all material respects, with
applicable current Good Manufacturing Practices as that term is defined by the FDA and in all applicable Drug Laws, and to the knowledge of PharmAthene,
there are no material quality control or assurance issues with respect thereto.

 
(g)          There are no proceedings pending or, to the knowledge of PharmAthene, threatened against PharmAthene or its Subsidiaries with

respect to (i) a violation by PharmAthene or its Subsidiaries of any Drug Law, or (ii) any alleged injuries to a participant in any clinical trial conducted by or
on behalf of PharmAthene or its Subsidiaries.

 
(h)          PharmAthene has provided or made available to Theraclone reports of all material preclinical and material clinical studies and

trials conducted by PharmAthene, regarding the efficacy and safety of SparVaxTM and Valortim, going back five years for SparVaxTM and two years for
Valortim®, and its Subsidiaries or by a third party on behalf of PharmAthene or its Subsidiaries regarding the efficacy and safety of any of its product
candidates.

 
(i)          PharmAthene has delivered or made available to Theraclone all material correspondence and material meeting minutes received

from or sent to the FDA and any other similar Governmental Entity, and all material written reports of phone conversations, visits or other contact with the
FDA and any other similar Governmental Entity, relating to any PharmAthene Product or to compliance with any Drug Law, including any and all notices of
inspectional observations, and any other documents received by PharmAthene and its Subsidiaries from the FDA or comparable foreign Governmental
Entities which bear in any material way on PharmAthene’s and its Subsidiaries’ compliance with regulatory requirements of the FDA or comparable foreign
Governmental Entities, or on the likelihood or timing of approval of any PharmAthene Product.

 
(j)          None of PharmAthene, its Subsidiaries, or any officer, employee or, to the knowledge of PharmAthene, agent of PharmAthene or

its Subsidiaries, has made an untrue statement of a material fact or fraudulent statement to the FDA or any other Governmental Entity, failed to disclose a
material fact required to be disclosed to the FDA or any other Governmental Entity, or committed any act, made any statement, or failed to make any
statement, that would reasonably be expected to provide a basis for the FDA to invoke its policy respecting “Fraud, Untrue Statements of Material Fact,
Bribery, and Illegal Gratuities,” set forth in 56 Fed. Reg. 46191 (September 10, 1991). Neither PharmAthene, its Subsidiaries, nor, to the knowledge of
PharmAthene, any officer, employee or agent of PharmAthene or its Subsidiaries has been convicted of any crime or engaged in any conduct that would
reasonably be expected to result in or that has resulted in (i) debarment under 21 U.S.C. 335a or any similar state or federal Law or similar Law of a country
other than the United States or (ii) exclusion from participating in the federal health care programs under 1128 of the Social Security Act or any similar state
or federal Law or similar Law of a country other than the United States.

 
Section 4.22         Government Contracts.

 
(a)          PharmAthene has delivered or made available to Theraclone complete and accurate copies of all PharmAthene Government

Contracts. Each of the PharmAthene Government Contracts is valid, binding and in full force and effect, has been awarded to or novated to PharmAthene,
and is enforceable in accordance with its terms by PharmAthene subject to the Governmental Entity’s rights, including its right to terminate each such
PharmAthene Government Contract for the convenience of the Governmental Entity. For the purposes of this Agreement, “PharmAthene Government
Contract” means any Government Contract of PharmAthene or any of its Subsidiaries, the period of performance of which has not yet expired or terminated,
or expired or terminated since January 1, 2008, or for which final payment has not yet been received or has been received since January 1, 2008.
Notwithstanding the foregoing definition, “PharmAthene Government Contracts” do not include contracts with all of the following characteristics: (i) no
longer in effect, (ii) relate to products no longer offered by PharmAthene and which PharmAthene has no intent to further pursue, and (iii) no existing funding
or proposal by PharmAthene for funding.
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(b)          PharmAthene and its Subsidiaries have complied in all material respects with all statutory and regulatory requirements, including

the Armed Services Procurement Act, the Service Contract Act, the Procurement Integrity Act, the False Claims Act, the Buy American Act, the Trade
Agreements Act, Executive Order No. 11246 and related regulations, the Truth in Negotiations Act, the Federal Procurement and Administrative Services
Act, the Federal Acquisition Regulation, where and as applicable to each of the PharmAthene Government Contracts or to bids or proposals for Government
Contracts submitted since January 1, 2008. The representations and certifications made by PharmAthene or its Subsidiaries with respect to such Government
Contracts were accurate in all material respects as of their effective date and, to the extent that any such certifications are on-going, PharmAthene and its
Subsidiaries have complied with all such certifications in all material respects. Except as set forth in Section 4.22(c) of the PharmAthene Disclosure Schedule,
no annual past performance evaluation received by PharmAthene or its Subsidiaries, if any, with respect to any such PharmAthene Government Contract has
set forth a default or other material failure to perform thereunder or termination thereof, or assigned a rating of less than satisfactory.

 
(c)          With respect to the PharmAthene Government Contracts, no Governmental Entity, prime contractor or higher-tier subcontractor

under a Government Contract or any other person has notified PharmAthene or any of its Subsidiaries in writing of any actual or alleged material violation or
breach of any statute, regulation, representation, certification, disclosure obligation, contract term, condition, clause, provision or specification by
PharmAthene or any of its Subsidiaries that would be reasonably expected to materially affect payments under any PharmAthene Government Contracts or
materially adversely affect the award of Government Contracts to PharmAthene or any of its Subsidiaries in the future. Neither PharmAthene nor any of its
Subsidiaries has received any written show cause, cure, deficiency, default or similar notice relating to any PharmAthene Government Contracts; and, except
as set forth in Section 4.22(c) of the PharmAthene Disclosure Schedule, neither PharmAthene nor any of its Subsidiaries have received any written notice
terminating in whole or in part any of the PharmAthene Government Contracts for convenience or default or indicating an intent to terminate in whole or in
part any of the PharmAthene Government Contracts for convenience or default, or declining to exercise an option to continue performance for a subsequent
period.

 
(d)          PharmAthene and its Subsidiaries have not received any written or, to the knowledge of PharmAthene, oral, notice of any

outstanding protests challenging the award of any PharmAthene Government Contract, or Claims (as the term “Claim” is defined in FAR 2.101), or contract
Disputes (as the term “Disputes” is used in the Contract Disputes Act of 1978, as amended, 41 U.S.C. 601 et. seq.) to which PharmAthene or its Subsidiaries
is a party (i) arising under or relating to the PharmAthene Government Contracts and involving either a Governmental Entity, any prime contractor, any
higher-tier subcontractor, vendor or any third party; and (ii) arising under or relating to any PharmAthene Government Contract under the Contract Disputes
Act.
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(e)          Neither PharmAthene, its Subsidiaries, nor their respective Principals (as defined at FAR 52.209-5), nor to the knowledge of

PharmAthene, their respective employees have ever been, or are now, suspended, debarred or proposed for suspension or debarment from bidding on any
Government Contract, nor is there any circumstance that would require an affirmative certification under FAR 52.209-5. PharmAthene and its Subsidiaries
have not received written notice of the commencement of any suspension or debarment actions with respect to PharmAthene or any of its Subsidiaries, or any
of their respective Principals or employees, nor, to the knowledge of PharmAthene, has a Governmental Entity threatened to initiate a suspension or
debarment action against PharmAthene or its Subsidiaries or any of their officers or employees. PharmAthene and its Subsidiaries have not received a
negative determination of responsibility issued by a Governmental Entity against PharmAthene or its Subsidiaries since January 1, 2008 with respect to any
quotation, bid or proposal for a Government Contract submitted by PharmAthene or its Subsidiaries.

 
(f)          Since July 1, 2011, (i) except for non-material amounts in the ordinary business, no amount of money due to PharmAthene or any

of its Subsidiaries pertaining to any PharmAthene Government Contract has been withheld or set off, nor has any claim been made against PharmAthene or
any of its Subsidiaries with respect to such amounts; (ii) no PharmAthene Government Contract or task order has been performed at a loss, and no facts or
circumstances currently exist that would reasonably be expected to cause PharmAthene or any of its Subsidiaries to incur a loss on any PharmAthene
Government Contract or task order; (iii)  except for non-material amounts in the ordinary course of business, no cost incurred by PharmAthene or its
Subsidiaries pertaining to any PharmAthene Government Contract has been formally questioned, challenged or disallowed, or to the knowledge of
PharmAthene, is the subject of any investigation other than pursuant to a routine audit by a Governmental Entity, and, except for non-material amounts in the
ordinary course of business, neither PharmAthene nor any of its Subsidiaries has received any written notice challenging, questioning, proposing for
disallowance, or disallowing any costs with respect to any PharmAthene Government Contract that resulted in or may result in (x) repayment of amounts by
PharmAthene or any of its Subsidiaries to any of its customers or (y) reductions in amounts that would otherwise reasonably have been expected to be paid to
PharmAthene or any of its Subsidiaries by any of its customers pursuant to a PharmAthene Government Contract; and (iv) PharmAthene and its Subsidiaries’
cost accounting systems have complied in all material respects with applicable Cost Accounting Standards (as defined in FAR Chapter 99).

 
(g)          PharmAthene and its Subsidiaries have submitted to the responsible Governmental Entity all forward pricing indirect cost rates to

be bid, billed, and charged under PharmAthene Government Contracts for the years prior to and including the fiscal year 2013 and incurred cost submissions
with respect to cost reimbursable contracts for the years prior to and including the 2012 fiscal year. Within the past three years, no costs have been disallowed
as expressly unallowable costs subject to penalties under FAR § 31.110 and § 42.709.

 
(h)          Neither PharmAthene nor any of its Subsidiaries have performed any activities under PharmAthene Government Contracts, nor do

any of them have any other relationship with any other person that could result in an “organizational conflict of interest” as defined in Subpart 9.5 of the
Federal Acquisition Regulation and agency supplements thereto, and there is no organizational conflict of interest mitigation plan in effect that restricts the
future business activities of PharmAthene or any of its Subsidiaries.

 
(i)          Since January 1, 2008, neither PharmAthene nor any of its Subsidiaries have made any voluntary or mandatory disclosure in

writing to any Governmental Entity with respect to any material alleged irregularity, misstatement or omission arising under or relating to a Government
Contract, and neither PharmAthene nor any of its Subsidiaries has failed to make any disclosure with respect to which such failure constitutes a ground for
debarment.
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(j)          PharmAthene and its Subsidiaries are not required to maintain and possess facility clearances granted by any Governmental Entity

to perform the PharmAthene Government Contracts. PharmAthene and its Subsidiaries are not required to employ employees with personal security
clearances to perform such PharmAthene Government Contracts.

 
(k)          To the knowledge of PharmAthene, none of PharmAthene’s or its Subsidiaries’ employees, consultants or agents is (or during the

last three years has been) under administrative, civil or criminal investigation or indictment by any Governmental Entity with respect to the conduct of
PharmAthene’s business.

 
Section 4.23         Subsidiaries. Section 4.23 of the PharmAthene Disclosure Schedule sets forth a true and complete list of all the Subsidiaries of

PharmAthene. Each Subsidiary of PharmAthene is a corporation or other entity duly organized, validly existing and, in the case of corporations, in good
standing under the laws of its jurisdiction of formation, has all requisite power and authority to own, lease and operate its properties and to carry on its
business as now being conducted, and is duly qualified and in good standing to do business in each jurisdiction in which the nature of its business or the
ownership or leasing of its properties makes such qualification necessary and where the failure so to qualify would have a material effect on PharmAthene.
All of the shares of capital stock of each of the Subsidiaries held by PharmAthene or by another PharmAthene Subsidiary are fully paid and non-assessable
and are owned by PharmAthene or a Subsidiary of PharmAthene free and clear of any material Lien, except for PharmAthene Permitted Liens. Except for the
Subsidiaries set forth in Section 4.23 of the PharmAthene Disclosure Schedule, PharmAthene neither directly nor indirectly, (a) owns or otherwise controls,
(b) has agreed to purchase or otherwise acquire or (c) holds any interest convertible into or exchangeable for, any capital stock or other equity interest of any
other corporation, partnership, joint venture or other business association or entity.

 
Section 4.24         Vote of PharmAthene Stockholders. Except for the approval (“PharmAthene Stockholder Approval”) by the vote of holders of a

majority of the outstanding shares of PharmAthene Common Stock in favor of (a) the issuance of the aggregate Merger Consideration, (b) the election of the
PharmAthene Board Designees and the Theraclone Board Designees, (c) the amendment to the PharmAthene certificate of incorporation (“PharmAthene
Charter Amendment”) in the form attached hereto as Exhibit 5, and (d) the compensation payable to certain PharmAthene executives in connection with the
Merger to the extent required by Rule 14a-21 under the Exchange Act (the matters in clauses (a), (b), (c), and (d) collectively, the “PharmAthene Stockholder
Approval Matters”), no vote of the stockholders of PharmAthene or the holders of any other securities of PharmAthene (equity or otherwise) is required by
any applicable Law, the certificate of incorporation or bylaws or other equivalent organizational documents of PharmAthene to consummate the transactions
contemplated hereby.

 
Section 4.25         Finders or Brokers. Except as set forth in Section 4.25 of the Disclosure Schedule, neither PharmAthene nor any of its Subsidiaries

has employed any investment banker, broker or finder in connection with the transactions contemplated by this Agreement who is entitled to any fee or any
commission in connection with or upon consummation of the transactions contemplated hereby.

 
Section 4.26         Disclosure. No representation or warranty or other statement made by PharmAthene or Merger Sub in this Agreement, the

PharmAthene Disclosure Schedule, the certificates delivered pursuant to Section 7.2(d) or otherwise in connection with the transactions contemplated herein
contains any untrue statement or, to PharmAthene’s knowledge, omits to state a material fact necessary to make any of them, in light of the circumstances in
which it was made, not misleading.
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ARTICLE V

INDEMNIFICATION
 
Section 5.1           Indemnification by Theraclone Stockholders. Subject to the terms and conditions set forth herein, each of the Theraclone

Stockholders, solely from the Escrow Account and subject to the limitations set forth in Section 5.4 below, severally and not jointly, will indemnify and hold
harmless PharmAthene and its directors, officers, stockholders, employees, agents, subsidiaries and affiliates (the “PharmAthene Indemnified Persons”), and
will reimburse the PharmAthene Indemnified Persons for, any loss, liability, damage or expense, including reasonable out-of-pocket costs of investigation and
defense of claims and reasonable attorneys’ fees and expenses (collectively, “Losses”) incurred by the PharmAthene Indemnified Persons arising or resulting
from or in connection with any of the following:

 
(a)          any breach of any representation or warranty made by Theraclone in Article III of this Agreement; or
 
(b)          any breach of any covenant or agreement of Theraclone in Article VI of this Agreement.

 
All claims for indemnification under this Section 5.1 shall be administered by PharmAthene for itself and on behalf of all other PharmAthene Indemnified
Persons. For purposes of this Article V, notwithstanding anything to the contrary contained herein, Losses shall not include, and no PharmAthene Indemnified
Person shall be compensated or reduce the consideration payable hereunder for, any consequential damages of any PharmAthene Indemnified Person to the
extent not reasonably foreseeable or any special, incidental or punitive damages of any PharmAthene Indemnified Person, but Losses shall include, and
PharmAthene Indemnified Persons shall be compensated for, any consequential, special, incidental or punitive damages included in a claim asserted by any
person who is not a PharmAthene Indemnified Person.

 
Section 5.2           No Indemnification by PharmAthene or the Surviving Subsidiary. Neither PharmAthene nor the Surviving Subsidiary shall have

any obligation to indemnify the Theraclone Stockholders for any breach of any representation or warranty made by, or any covenant or agreement of,
PharmAthene or the Merger Sub in this Agreement.

 
Section 5.3           Indemnification Limitation – Survival.

 
(a)          All representations and warranties of Theraclone contained in this Agreement shall survive the Closing and shall continue in full

force and effect until the date that is nine (9) months after the Closing Date (the “Indemnity Period”). All covenants and other obligations of Theraclone
contained in this Agreement shall expire at the Closing, except those covenants or obligations that explicitly survive the Closing, which covenants and
obligations shall continue in full force and effect until the earlier of such time as (i) such covenants or obligations expire, (ii) such covenants or obligations
are fully performed and satisfied, or (iii) the expiration of the statute of limitations with respect to such covenants or obligations, in each case in accordance
with the respective terms of such covenants and obligations set forth in this Agreement. The right to indemnification based upon such representations,
warranties, covenants and obligations shall not be affected by any examination, inspection, audit, or other investigation conducted by PharmAthene with
respect to, or any knowledge acquired at any time with respect to, the accuracy or inaccuracy of or compliance with any such representation, warrant,
covenant or obligation, unless PharmAthene had such knowledge at the time of Closing.

 

- 50 -



 

 
(b)          None of the representations, warranties, covenants, or agreements of PharmAthene or Merger Sub in this Agreement or in any

document or instrument delivered pursuant to this Agreement shall survive the Merger or the termination of this Agreement.
 
Section 5.4           Indemnification Limitation – Deductible and Cap.

 
(a)          No Theraclone Stockholder shall have any obligation to indemnify the PharmAthene Indemnified Persons under Section 5.1(a),

and no such indemnification claims shall be brought against any Theraclone Stockholder, absent fraud or willful misconduct of Theraclone, unless the total of
all such Losses for all claims for indemnification made by the PharmAthene Indemnified Persons under Section 5.1(a) exceeds $1,000,000 in the aggregate,
in which event the Theraclone Stockholders shall be liable for all such Losses from the first dollar above $1,000,000 (the “Deductible”).

 
(b)          No Theraclone Stockholder shall have any obligation to indemnify the PharmAthene Indemnified Persons under Section 5.1(a),

and no such indemnification claims shall be brought against any Theraclone Stockholder, absent fraud or willful misconduct of Theraclone, for an amount of
Losses incurred by the PharmAthene Indemnified Persons in excess of such Theraclone Stockholder’s Pro Rata Share of the Escrow Shares (such aggregate
amount, the “Indemnification Cap”). It is understood and agreed by the parties that recourse by the PharmAthene Indemnified Persons to the Escrow Fund
shall constitute the sole and exclusive remedy of the PharmAthene Indemnified Persons for all Losses (other than for fraud or willful misconduct of
Theraclone) that are to be indemnified by the Theraclone Stockholders hereunder.

 
Section 5.5           Indemnity Escrow; Distribution from Indemnity Escrow.

 
(a)          Indemnity Escrow. To secure each Theraclone Stockholders’ performance of its indemnity obligations under this ARTICLE V,

and pursuant to Section 2.1(a), on the Closing Date, PharmAthene shall deliver to Citibank, N.A. (the “Escrow Agent”) the Escrow Shares, which shall be
held by the Escrow Agent in one escrow account (the “Escrow Fund”) established with the Escrow Agent in accordance with the terms and conditions of the
Escrow Agreement. The Escrow Agreement shall have a term lasting until the later of (i) the end of the Indemnity Period and (ii) such time that all claims
arising in connection with the Escrow Fund prior to the expiration of the Indemnity Period have been fully resolved. The fees and expenses of the Escrow
Agent under the Escrow Agreement shall be borne by PharmAthene. Any reduction in, or claim against, the Escrow Shares pursuant to this Agreement shall
be made on a pro rata basis among all Theraclone Stockholders based on their Pro Rata Share.

 
(b)          Distribution from Escrow.

 
(i)          As soon as reasonably practicable (but in any event within ten (10) business days) following the expiration of the

Indemnity Period, the Escrow Agent shall release to the Theraclone Stockholders, at their respective addresses and in accordance with their respective Pro
Rata Shares, the Escrow Dividends (as defined below) and all of the remaining Escrow Shares, if any, in excess of (i) any Escrow Shares delivered by the
Escrow Agent to PharmAthene Indemnified Persons in satisfaction of Losses incurred thereby and (ii) any amount of Escrow Shares that is necessary to
satisfy all unresolved, unsatisfied or disputed claims for Losses specified in any Third Party Claim Notice or other claim notice delivered to the
Securityholders’ Representative before the expiration of the Indemnity Period. If any claims for Losses are unresolved, unsatisfied or disputed as of the
expiration of the Indemnity Period, then the Escrow Agent shall retain possession of that number of Escrow Shares equal to the total maximum amount of
Losses then being claimed by PharmAthene Indemnified Persons in all such unresolved, unsatisfied or disputed claims, and as soon as reasonably practicable
(but in any event within ten (10) business days) following resolution of all such claims, Escrow Agent shall release to the Theraclone Stockholders, at their
respective addresses and in accordance with their respective Pro Rata Shares of the Escrow Shares, all remaining Escrow Shares, if any, not required to satisfy
such claims. Such releases of Escrow Dividends shall be made by check. If the number of Escrow Shares to be distributed to any Theraclone Stockholder is
not evenly divisible by one, PharmAthene shall round to the nearest whole number.
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(ii)         If it is determined under the terms of this Agreement or by mutual agreement of PharmAthene and the Securityholders’

Representative that Theraclone Stockholders have an obligation to indemnify a PharmAthene Indemnified Person for a claim pursuant to Section 5.1, then
such PharmAthene Indemnified Person shall make such claim against the Escrow Fund in accordance with the terms and conditions of the applicable Escrow
Agreement and any Losses for which such PharmAthene Indemnified Person is entitled to indemnification shall be recovered or paid from each Theraclone
Stockholder’s Pro Rata Share of the applicable Escrow Fund in accordance with the terms of this Agreement and the applicable Escrow Agreement until the
aggregate amount of such Losses are paid or until the applicable Escrow Fund has been depleted.

 
(c)          Distributions on Escrow Shares. Any dividends or distributions payable in shares of PharmAthene Stock or other equity

securities or issued upon a stock split made in respect of any Escrow Shares shall be considered Escrow Shares hereunder. Cash dividends and any other
dividends or distributions in kind on the Escrow Shares (“Escrow Dividends”) shall be distributed to the Theraclone Stockholders in accordance with their
respective Pro Rata Shares within ten (10) business days following the expiration of the Indemnity Period.

 
(d)          Voting of Escrow Shares. The Theraclone Stockholders on whose behalf Escrow Shares are held by Escrow Agent shall be

entitled to vote such shares. PharmAthene need not forward proxy information, annual or other reports or other information with respect to the Escrow Shares
to the Theraclone Stockholders to the extent such documents or materials are otherwise furnished by PharmAthene with respect to other shares of
PharmAthene Stock distributed to such holders pursuant to this Agreement.

 
(e)          No Transfer or Encumbrance. To the extent permitted by applicable law, no Escrow Shares, Escrow Dividends, or any beneficial

interest therein may be pledged, encumbered, sold, assigned or transferred (including any transfer by operation of law), by PharmAthene, any Theraclone
Stockholder or be taken or reached by any legal or equitable process in satisfaction of any debt or other liability of PharmAthene or any Theraclone
Stockholder or used for any reason, prior to (i) in the case of PharmAthene, the retention of Escrow Shares in satisfaction of a resolved claim for Losses, or
(ii) in the case of the Theraclone Stockholders with respect to any Escrow Shares or Escrow Dividends, the release by Escrow Agent to the Theraclone
Stockholders of Escrow Shares and Escrow Dividends, in accordance with this Agreement, except that Theraclone Stockholders shall be entitled to assign
their rights to the Escrow Shares, Escrow Dividends, by will, by the laws of intestacy or by other operation of law.

 
Section 5.6           Indemnification Procedures.

 
(a)          A PharmAthene Indemnified Person hereunder (the “Claiming Party”) shall give the Securityholders’ Representative prompt

written notice of any claim of a third party during the Indemnity Period (a “Third Party Claim”) as to which the Claiming Party proposes to demand
indemnification hereunder, within fifteen (15) days after learning of such Third Party Claim (or within such shorter time as may be necessary to give the
Securityholders’ Representative a reasonable opportunity to respond to such claim and, in any event, prior to the expiration of the Indemnity Period), together
with a statement setting forth in reasonable detail the nature and basis of such Third Party Claim and providing copies of the relevant documents evidencing
such Third Party Claim, the amount of the claim, and the basis for the indemnification sought (such notice, statement and documents together, the “Third
Party Claim Notice”). The Third Party Claim Notice shall (i) describe the claim in reasonable detail, and (ii) indicate the amount (estimated, if necessary, and
to the extent feasible) of the Losses that have been or may be suffered by the Claiming Party with respect to such Third Party Claim. The failure to give a
Third Party Claim Notice to the Securityholders’ Representative shall not relieve the Theraclone Stockholders of any liability hereunder unless the
Theraclone Stockholders were prejudiced thereby under this Article V, and then only to the extent of such prejudice. The Securityholders’ Representative
must provide written notice to the Claiming Party that it is either (i) assuming responsibility for the Third Party Claim, or (ii) disputing the claim for
indemnification against it (such notice, the “Indemnification Notice”). The Indemnification Notice must be provided by the Securityholders’ Representative
to the Claiming Party within forty-five (45) days after receipt of the notice from the Claiming Party of the Third Party Claim (such period is referred to herein
as the “Indemnification Notice Period”).
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(b)          If the Securityholders’ Representative provides an Indemnification Notice to the Claiming Party within the Indemnification

Notice Period stating that it assumes responsibility for the Third Party Claim, the Securityholders’ Representative shall have the right to assume and conduct
the defense of such Third Party Claim at its own expense; provided, however, that the Claiming Party will be allowed a reasonable opportunity to participate
in the defense of such Third Party Claim with its own counsel and at its own expense; and provided, further, that in the event that the interests of the Claiming
Party and the Securityholders’ Representative are, or may reasonably become, in conflict with, or adverse to one another, with respect to such Third Party
Claim, the Claiming Party may retain its own counsel at its own expense with respect to such Third Party Claim. In the event the Securityholders’
Representative assumes and conducts the defense on behalf of the Claiming Party, the Securityholders’ Representative shall, subject to Section 5.3, Section
5.4, and Section 5.5, as applicable, be deemed to acknowledge that it is responsible to the Claiming Party for any damages as a result of such Third Party
Claim, and may settle such Third Party Claim, but shall not, without the consent of the Claiming Party (which consent shall not be unreasonably withheld or
delayed), agree to any settlement that does not include a provision whereby the plaintiff or claimant in the Third Party Claim releases the Claiming Party from
all liability with respect thereto or agree to any relief other than money damages (and a full release related thereto). If the Securityholders’ Representative
does not assume the defense of such Third Party Claim in the manner provided above and does not dispute the claim for indemnification against it, or if after
commencing or undertaking any such defense, fails to prosecute diligently or withdraws from such defense, the Claiming Party shall have the right to
undertake the defense or settlement thereof, and the Claiming Party may defend against, or enter into any settlement with respect to, the matter in any manner
the Claiming Party reasonably may deem appropriate; provided that any such settlement of such Third Party Claim must include a provision whereby the
plaintiff or claimant in the matter releases the Claiming Party and the Securityholders’ Representative from all liability with respect thereto; provided further
that such Third Party Claim may not be settled without the consent of the Theraclone Secruityholders’ Representative (not to be unreasonably withheld or
delayed); and provided further that the Securityholders’ Representative will be allowed a reasonable opportunity to participate in the defense of such Third
Party Claim with its own counsel and at its own expense. In the event that a final judgment or order in favor of such third party in respect of such Third Party
Claim is rendered against the Claiming Party, that is not subject to appeal or with respect to which the time to appeal has expired without an appeal having
been made, then subject to the limitations set forth in Section 5.3, Section 5.4, and Section 5.5, the Escrow Agent shall transfer to PharmAthene of a portion
of the applicable Escrow Fund in an amount equal such liability.

 
(c)          In the event that the Securityholders’ Representative disputes the claim for indemnification against it with respect to such Third

Party Claim, the Claiming Party shall have the right to conduct the defense and to compromise and settle such Third Party Claim in any manner the Claiming
Party may deem reasonably appropriate; provided that the Claiming Party shall not, without the consent of the Securityholders’ Representative, agree to any
settlement that does not include a provision whereby the plaintiff or claimant of such Third Party Claim releases the Theraclone Stockholders’ from all
liability with respect to such Third Party Claim; and provided further that such Third Party Claim may not be settled without the consent of the Theraclone
Secruityholders’ Representative (not to be unreasonably withheld or delayed). If such dispute regarding the indemnification obligation of the Theraclone
Stockholders with respect to such Third Party Claim has been finally resolved by a court or other tribunal of competent jurisdiction, or by mutual agreement
of the Claiming Party and Securityholders’ Representative, to provide for indemnification by the Theraclone Stockholders’ of such Third Party Claim, subject
to the provisions of Section 5.3, Section 5.4, and Section 5.5, the Escrow Agent shall within ten (10) days of the date of such resolution or agreement pay to
the Claiming Party all damages paid or incurred by the Claiming Party in connection therewith by transferring to PharmAthene of a portion of the applicable
Escrow Fund in an amount equal to such liability.

 

- 53 -



 

 
(d)          In the event any Claiming Party should have a claim against the Theraclone Stockholders for indemnification of Losses

hereunder during the Indemnity Period (other than in connection with a Third Party Claim), such Claiming Party shall deliver prompt notice of such claim to
(i) the Securityholders’ Representative within fifteen (15) days after learning of such claim (or within such shorter time as may be necessary to give the
Securityholders’ Representative a reasonable opportunity to respond to such claim and, in any event, prior to the expiration of the Indemnity Period) and (ii)
to the Escrow Agent, stating (A) that the Claiming Party has paid or reserved the Losses and (B) in reasonable detail the nature and basis of such claim and
providing copies of the relevant documents evidencing such claim, the amount of the claim, and the basis for the indemnification sought. Notwithstanding the
foregoing, the failure of the Claiming Party to give such notice to the Securityholders’ Representative shall not relieve the Theraclone Stockholders of any
liability hereunder unless the Theraclone Stockholders were prejudiced thereby under this Article V, and then only to the extent of such prejudice. If the
Securityholders’ Representative notifies the Claiming Party that it does not dispute the claim described in such notice or fails to notify the Claiming Party
within forty-five (45) days after delivery of such notice by the Claiming Party whether the Securityholders’ Representative disputes the claim described in
such notice, the Loss in the amount specified in the Claiming Party’s notice shall be conclusively deemed a liability of the Theraclone Stockholders and,
subject to the limitations set forth in this Article V, the Escrow Agent shall cause the transfer to PharmAthene of a portion of the applicable Escrow Fund in
an amount equal to such liability. If the Securityholders’ Representative has timely disputed its liability with respect to such claim, the dispute shall be
resolved by mutual agreement of the Claiming Party and Securityholders’ Representative, or in the absence of such agreement, by a court or other tribunal of
competent jurisdiction. With respect to any such Loss, the Escrow Agent, on behalf of Theraclone Stockholders, shall transfer to PharmAthene a portion of
the applicable Escrow Fund in an amount equal to such liability, no later than ten (10) days following the determination of the Theraclone Stockholders’
liability (whether such determination is made pursuant to the procedures set forth in this Section 5.6(d), by agreement between the Securityholders’
Representative and the Claiming Party or by final adjudication).

 
(e)          Any indemnity payment due and payable by Escrow Agent under this Agreement shall be net of (i) any insurance proceeds

actually recovered or received by the Claiming Party or any of its respective affiliates. The Claiming Party agrees to use commercially reasonable efforts to
pursue any claims for insurance with respect to the claims or Losses for which it is seeking indemnification hereunder, (ii) indemnity or contribution amounts
actually received from third parties (net of applicable costs of recovery or collection thereof), (iii) the amount of any Tax refunds, credits or other reductions
in Taxes actually received or realized or recognized by PharmAthene, its Affiliates or such PharmAthene Indemnified Person (“Tax Benefit”) to the extent
attributable to the incurrence or payment of such Losses; and (iv) any Tax Benefit resulting from any payment which is made pursuant to this Agreement and
which is treated as compensation for any Tax purpose. Except as otherwise provided in this Section 5.6(e), the existence of any insurance policies shall not
affect the indemnification obligations of Theraclone Stockholders.
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(f)          The Securityholders’ Representative shall act as the representative of Theraclone Stockholders for purposes of this Section 5.6

and as further described in Section 5.7.
 
Section 5.7           Securityholders’ Representative.

 
(a)          At the Closing, Steven Gillis, Ph.D. shall be constituted and appointed as the Securityholders’ Representative. For purposes of

this Agreement, the term “Securityholders’ Representative” shall mean the agent for and on behalf of the Theraclone Stockholders to: (i) execute, as
Securityholders’ Representative, this Agreement, the Escrow Agreement and any agreement or instrument entered into or delivered in connection with the
transactions contemplated hereby; (ii) give and receive notices, instructions, and communications permitted or required under this Agreement, the Escrow
Agreement, or any other agreement, document or instrument entered into or executed in connection herewith, for and on behalf of any Theraclone
Stockholder, to or from PharmAthene (on behalf of itself or any other PharmAthene Indemnified Person) and/or the Escrow Agent relating to this Agreement,
the Escrow Agreement or any of the transactions and other matters contemplated by hereby or thereby (except to the extent that this Agreement expressly
contemplates that any such notice or communication shall be given or received by each Theraclone Stockholder individually); (ii) review, negotiate and agree
to and authorize transfers to PharmAthene from the Escrow Fund in satisfaction of Losses incurred by PharmAthene (on behalf of itself or any other
PharmAthene Indemnified Person) pursuant to Article V; (iii) object to such claims pursuant to Article V; (iv) consent or agree to, negotiate, enter into, or, if
applicable, contest, prosecute or defend, settlements and compromises of, and demand arbitration and comply with orders of courts and awards of arbitrators
with respect to, such claims, resolve any such claims, take any actions in connection with the resolution of any dispute relating hereto or to the transactions
contemplated hereby by arbitration, settlement or otherwise, and take or forego any or all actions permitted or required of any Theraclone Stockholder or
necessary in the judgment of the Securityholders’ Representative for the accomplishment of the foregoing and all of the other terms, conditions and
limitations of this Agreement; (v) consult with legal counsel, independent public accountants and other experts selected by it, solely at the cost and expense of
the Theraclone Stockholders; (vi) consent or agree to any amendment to this Agreement or to waive any terms and conditions of this Agreement providing
rights or benefits to the Theraclone Stockholders (other than with respect to the payment of the Merger Consideration) in accordance with the terms of this
Agreement and in the manner provided herein; and (vii) take all actions necessary or appropriate in the judgment of the Securityholders’ Representative for
the accomplishment of the foregoing, in each case without having to seek or obtain the consent of any person under any circumstance. The Theraclone
Stockholders shall be bound by all actions taken and documents executed by the Securityholders’ Representative in connection with this Agreement.

 
(b)          The Securityholders’ Representative shall not be liable to any Theraclone Stockholders for any act done or omitted hereunder as

the Securityholders’ Representative while acting in good faith (and any act done or omitted pursuant to the advice of counsel shall be conclusive evidence of
such good faith) and without gross negligence or willful misconduct. The Securityholders’ Representative shall serve as the Securityholders’ Representative
without compensation; provided, that the Theraclone Stockholders shall severally indemnify the Securityholders’ Representative and hold him harmless
against any loss, liability or expense incurred without gross negligence, willful misconduct or bad faith on the part of the Securityholders’ Representative and
arising out of or in connection with the acceptance or administration of his duties hereunder, including all reasonable out-of-pocket costs and expenses and
legal fees and other legal costs reasonably incurred by the Securityholders’ Representative. If not paid directly to the Securityholders’ Representative by the
Theraclone Stockholders, such losses, liabilities or expenses may be recovered by the Securityholders’ Representative from the Escrow Fund otherwise
distributable to the Theraclone Stockholders after the expiration of the Indemnity Period pursuant to the terms of this Agreement and of the Escrow
Agreement, at the time of distribution, and such recovery will be made from the Theraclone Stockholders according to their respective Pro Rata Share.
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(c)          Any notice or communication given or received by, and any decision, action, failure to act within a designated period of time,

agreement, consent, settlement, resolution or instruction of, the Securityholders’ Representative that is within the scope of the Securityholders’
Representative’s authority under Article V shall constitute a notice or communication to or by, or a decision, action, failure to act within a designated period
of time, agreement, consent, settlement, resolution or instruction of all the Theraclone Stockholders and shall be final, binding and conclusive upon each such
Theraclone Stockholder.

 
(d)          The person serving as the Securityholders’ Representative may be replaced from time to time by the holders of at least majority

in interest of the Escrow Shares held in the Escrow Fund upon not less than ten (10) days’ prior written notice to Theraclone. No bond shall be required of the
Securityholders’ Representative, and the Securityholders’ Representative shall receive no compensation for his services.

 
Section 5.8           Representations and Warranties. The representations and warranties of Theraclone contained in this Agreement constitute the sole

and exclusive representations and warranties made by or on behalf of Theraclone in connection with the transactions contemplated by this Agreement, and
PharmAthene understands, acknowledges and agrees that all other representations and warranties made by or on behalf of Theraclone of any kind or nature,
express or implied, are specifically disclaimed by the Company.

 
Section 5.9           Exclusive Remedy. Except with respect to any Loss that is the result of fraud or willful misconduct on the part of Theraclone,

PharmAthene agrees that from and after the Closing, PharmAthene Indemnified Persons’ sole and exclusive remedy with respect to any and all claims
relating to breaches of covenants, representations and warranties of this Agreement shall be indemnification pursuant to this Article V; provided, however,
that nothing in this provision shall limit any equitable remedy, including injunctions and specific performance, that a PharmAthene Indemnified Person may
have pursuant to this Agreement.

 
Section 5.10         Subrogation. Upon making any indemnification payment under this Article V, the Theraclone Stockholders will, to the extent of

such payment, be subrogated to all rights of the Claiming Party against any third party in respect of the Losses to which such payment relates.
 
Section 5.11         Merger Consideration Adjustment. All indemnification payments made hereunder will be treated by all parties as adjustments to

the Merger Consideration.
 

ARTICLE VI

CERTAIN AGREEMENTS
 
Section 6.1           Conduct of Business by Theraclone and by PharmAthene.

 
(a)          Subject to the terms of the Confidentiality Agreement which PharmAthene and Theraclone agree will continue in full force

following the date of this Agreement, from and after the date of this Agreement and prior to the Effective Time or the date, if any, on which this Agreement is
earlier terminated pursuant to Section 8.1 (the “Termination Date”), and except (i) as may be required by applicable Law, (ii) as may be agreed in writing by
PharmAthene or Theraclone, as applicable, (iii) as may be required or expressly permitted by this Agreement or (iv) as set forth in Section 6.1 of the
Theraclone Disclosure Schedule or Section 6.1 of the PharmAthene Disclosure Schedule, as applicable, each of PharmAthene (with respect to itself and its
Subsidiaries) and Theraclone agrees that (A) the business of it and, with respect to PharmAthene, its Subsidiaries shall be conducted in, and such entities shall
not take any action except in, the ordinary course of business and, to the extent consistent therewith, (B) it shall use commercially reasonable efforts to
preserve substantially intact its current business organizations, to keep available the services of its current officers and employees and to preserve its
relationships with significant suppliers, licensors, licensees, distributors, lessors and others having significant business dealings with it.
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(b)          Between the date of this Agreement and the earlier of the Effective Time and the Termination Date, without the prior written

consent of PharmAthene (not to be unreasonably withheld, conditioned or delayed), except as set forth in Section 6.1 of the Theraclone Disclosure Schedule
or as required by applicable Law, Theraclone shall not:

 
(i)          authorize, declare or pay any dividends on, or make any distribution with respect to, its outstanding shares of capital stock

(whether in cash, assets, shares or other securities of Theraclone);
 
(ii)         split, combine or reclassify any of its capital stock or other equity securities or issue or authorize or propose the issuance

of any other securities in respect of, in lieu of or in substitution for shares of its capital stock or other equity securities;
 
(iii)        (A) other than grants to Theraclone employees in the ordinary course of business or to a new employee in a manner

consistent with past practice, grant, or commit to grant any stock options, stock appreciation rights, restricted shares, restricted stock units, deferred equity
units, awards based on the value of Theraclone Common Shares, or other equity-based awards with respect to Theraclone Common Shares, under any equity
incentive plan (including the Theraclone Stock Incentive Plan) or otherwise, or (B) except as required by applicable Law (including section 409A of the Code
and regulations issued thereunder), (1) increase or commit to increase the compensation or other benefits payable or provided to Theraclone’s current or
former directors, officers, employees, consultants, or independent contractors, (2) enter into or commit to enter into any employment, change of control,
severance, retention, deferred compensation, indemnification, or similar agreement with any director, officer, employee, consultant, or independent contractor
of Theraclone, other than (I) in the ordinary course of business with respect to a new employee in a manner consistent with past practice or (II) for
employment agreements terminable on less than thirty (30) days’ notice without penalty or cost, including severance, or (3) except as permitted pursuant to
clause (I) or (II) above or as required pursuant to the terms of any Theraclone Benefit Plan, establish, adopt, enter into, amend, become a party to, or
commence participation in, or commit to establish, adopt, enter into, amend, become a party to, or commence participation in, any collective bargaining
agreement, plan, trust, fund, policy, or arrangement, or Theraclone Benefit Plan (or any plan, arrangement, agreement, program, practice, or policy that would
be a Theraclone Benefit Plan if it were in effect as of the date of this Agreement) for the benefit of any current or former directors, officers, employees,
consultants, or independent contractors, or any of their beneficiaries;

 
(iv)        materially change financial accounting policies or procedures or any of its methods of reporting income, deductions or

other material items for financial accounting purposes, except as required by GAAP, SEC rule or policy or applicable Law;
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(v)         adopt any amendments to the Theraclone Certificate of Incorporation or the Theraclone Bylaws;
 
(vi)        issue, sell, pledge, dispose of or encumber, or authorize the issuance, sale, pledge, disposition or encumbrance of, any

shares of its capital stock or other ownership interest in Theraclone or any securities convertible into or exchangeable for any such shares or ownership
interest, or any rights, warrants or options to acquire or with respect to any such shares of capital stock, ownership interest or convertible or exchangeable
securities or take any action to cause to be exercisable any otherwise unvested Theraclone Stock Option, or cause to be vested any unvested Theraclone share-
based award, under the Theraclone Stock Incentive Plan (except as otherwise provided by the terms of this Agreement or for nondiscretionary actions
pursuant to the express terms of any unvested Theraclone Stock Options or unvested Theraclone share-based awards outstanding on the date of this
Agreement), other than (A) issuances of Theraclone Common Shares in respect of any exercise of Theraclone Stock Options and settlement of any
Theraclone share-based awards or Theraclone Warrants outstanding on the date of this Agreement (in accordance with their respective terms), or that may be
granted after the date of this Agreement as permitted under this Section 6.1(b), and (B) the sale of Theraclone Common Shares pursuant to the exercise of
Theraclone Stock Options to purchase Theraclone Common Shares if necessary to effectuate an optionee direction upon exercise or for withholding of Taxes;

 
(vii)       directly or indirectly, purchase, redeem or otherwise acquire any shares of its capital stock or any rights, warrants or

options to acquire any such shares, other than purchases or deemed acquisitions of Theraclone Common Shares in respect of the exercise price or tax
withholding obligations relating to a Theraclone share-based award upon the net exercise or vesting of any such award in a manner consistent with past
practice;

 
(viii)      incur, assume, guarantee, prepay, redeem, repurchase or otherwise become liable for, or modify in any material respect the

terms of, any Indebtedness for borrowed money or become responsible for the Indebtedness of any person (directly, contingently or otherwise), other than in
the ordinary course of business consistent with past practice and except for (A) Indebtedness for borrowed money incurred to replace, renew, extend,
refinance or refund any existing Indebtedness for borrowed money that (x) is in an amount not exceeding such existing Indebtedness, (y) is on terms no less
favorable in the aggregate than such existing Indebtedness and (z) that does not contain provisions that will result in the occurrence of a default or event of
default (with notice or lapse of time, or both) upon the consummation of the Merger or (B) guarantees by Theraclone of Indebtedness for borrowed money of
Theraclone, which Indebtedness for borrowed money is incurred in compliance with this Section 6.1(b).

 
(ix)         sell, lease, license, transfer, exchange or swap, mortgage or otherwise encumber (including via securitizations), or subject

to any Lien (other than Permitted Liens) or otherwise dispose of (whether by merger, consolidation or acquisition of stock or assets, license or otherwise, and
including by way of formation of a joint venture) any material portion of its properties or assets and except pursuant to existing agreements in effect prior to
the execution of this Agreement and listed in Section 3.18 of the Theraclone Disclosure Schedule;

 
(x)          modify, amend, terminate or waive any rights under any Theraclone Material Contract or Real Property Lease, in any

manner the effect of which is, individually or in the aggregate, materially adverse to Theraclone;
 
(xi)         enter into any Contract that would be a Theraclone Material Contract or Real Property Lease if in effect on the date of

this Agreement, other than in the ordinary course of business consistent with past practice;
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(xii)        acquire (whether by merger, consolidation or acquisition of stock or assets, license or otherwise) any corporation,

partnership or other business organization or division thereof or any assets, other than purchases of inventory and other assets in the ordinary course of
business consistent with past practice;

 
(xiii)       authorize or make any capital expenditures, other than (A) in accordance with Theraclone capital expenditures plan set

forth as Section 6.1(b)(xiii) to the Theraclone Disclosure Schedule, (B) in connection with the repair or replacement of facilities destroyed or damaged due to
casualty or accident (whether or not covered by insurance) and (C) otherwise in an aggregate amount for all such capital expenditures made pursuant to this
clause (C) not to exceed $250,000;

 
(xiv)      make any loans, advances or capital contributions to, or investments in, any person, in each case other than loans and

advances to Theraclone;
 
(xv)       enter into, amend, waive or terminate (other than terminations in accordance with their terms) any Theraclone Affiliate

Transactions in any material respect;
 
(xvi)      abandon, fail to maintain and renew, or otherwise let lapse, any material Intellectual Property;
 
(xvii)     adopt or enter into a plan of complete or partial liquidation, dissolution, restructuring, recapitalization or other

reorganization of Theraclone;
 
(xviii)    (A) waive, settle, satisfy or compromise any actions, suits, arbitrations, mediations or proceedings, other than any such

actions, suits, arbitrations, mediations or proceedings not in excess of $250,000 individually or in the aggregate, except for any actions, suits, arbitrations,
mediations or proceedings where Theraclone is the plaintiff, in which case, Theraclone made waive, settle, satisfy or compromise, provided that any such
waiver, settlement, satisfaction or compromise does not result in an obligation of Theraclone to pay money or have any other obligation to the counterparty as
a result thereof, or (B) waive, settle, satisfy or compromise any pending or threatened actions, suits, arbitrations, mediations or proceedings arising out of or
related to this Agreement or the transactions contemplated hereby; or

 
(xix)       agree, in writing or otherwise, or announce an intention, to take any of the foregoing actions.

 
(c)          Between the date of this Agreement and the earlier of the Effective Time and the Termination Date, without the prior written

consent of Theraclone (not to be unreasonably withheld, conditioned or delayed), except as set forth in Section 6.1 of the PharmAthene Disclosure Schedule
or as required by applicable Law, PharmAthene shall not, and shall not permit any of its Subsidiaries to:

 
(i)          authorize, declare or pay any dividends on or make any distribution with respect to its outstanding shares of capital stock

(whether in cash, assets, shares or other securities of PharmAthene or its Subsidiaries), except for dividends by any wholly owned Subsidiary of PharmAthene
to PharmAthene or to another wholly owned Subsidiary of PharmAthene;

 
(ii)         split, combine or reclassify any of its capital stock or other equity securities or issue or authorize or propose the issuance

of any other securities in respect of, in lieu of or in substitution for shares of its capital stock or other equity securities, except for any such transaction by a
wholly owned direct or indirect Subsidiary of PharmAthene which remains a wholly owned direct or indirect Subsidiary after consummation of such
transaction;
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(iii)        (A) other than grants to PharmAthene employees in the ordinary course of business or to a new employee in a manner

consistent with past practice, grant or commit to grant any stock options, stock appreciation rights, restricted shares, restricted stock units, deferred equity
units, awards based on the value of PharmAthene Common Stock, or other equity-based awards with respect to PharmAthene Common Stock, under any
equity incentive plan or otherwise, or (B) except as required by applicable Law (including section 409A of the Code and regulations issued thereunder),
(1) increase or commit to increase the compensation or other benefits payable or provided to PharmAthene’s current or former directors, officers, employees,
consultants, or independent contractors, (2) enter into or commit to enter into any employment, change of control, severance, retention, deferred
compensation, indemnification, or similar agreement with any director, officer, employee, consultant, or independent contractor of PharmAthene, other than
(I) in the ordinary course of business with respect to a new employee in a manner consistent with past practice or (II) for employment agreements terminable
on less than thirty (30) days’ notice without penalty or cost, including severance, (3) add additional participants to or increase any benefits for existing
participants in the severance plan adopted on May 9, 2012 and described in the PharmAthene proxy statement for the 2013 annual meeting of PharmAthene
stockholders or (4) except as permitted pursuant to clause (I) or (II) above or as required pursuant to the terms of any PharmAthene Benefit Plan, establish,
adopt, enter into, amend, become a party to, or commence participation in, or commit to establish, adopt, enter into, amend, become a party to, or commence
participation in, any collective bargaining agreement, plan, trust, fund, policy, or arrangement, or PharmAthene Benefit Plan (or any plan, arrangement,
agreement, program, practice, or policy that would be a PharmAthene Benefit Plan if it were in effect as of the date of this Agreement) for the benefit of any
current or former directors, officers, employees, consultants, or independent contractors, or any of their beneficiaries;

 
(iv)        materially change financial accounting policies or procedures or any of its methods of reporting income, deductions or

other material items for financial accounting purposes, except as required by GAAP, SEC rule or policy or applicable Law;
 
(v)         adopt any amendments to PharmAthene’s Certificate of Incorporation or PharmAthene’s Bylaws or similar applicable

charter documents of PharmAthene or any of its Subsidiaries;
 
(vi)        except for transactions among PharmAthene and its wholly owned direct or indirect Subsidiaries or among PharmAthene’s

wholly owned direct or indirect Subsidiaries, issue, sell, pledge, dispose of or encumber, or authorize the issuance, sale, pledge, disposition or encumbrance
of, any shares of its capital stock or other ownership interest in PharmAthene or any Subsidiaries or any securities convertible into or exchangeable for any
such shares or ownership interest, or any rights, warrants or options to acquire or with respect to any such shares of capital stock, ownership interest or
convertible or exchangeable securities or take any action to cause to be exercisable any otherwise unvested PharmAthene Stock Option, or cause to be vested
any unvested PharmAthene share-based award, under the PharmAthene Stock Incentive Plan (except as otherwise provided by the terms of this Agreement or
for nondiscretionary actions pursuant to the express terms of any unvested PharmAthene Stock Options or unvested PharmAthene share-based awards
outstanding on the date of this Agreement), other than (A) issuances of PharmAthene Common Shares in respect of any exercise of PharmAthene Stock
Options and settlement of any PharmAthene share-based awards outstanding on the date of this Agreement (in accordance with their respective terms), or that
may be granted after the date of this Agreement as permitted under this Section 6.1(c) and (B) the sale of PharmAthene Common Stock pursuant to the
exercise of PharmAthene Stock Options to purchase PharmAthene Common Stock if necessary to effectuate an optionee direction upon exercise or for
withholding of Taxes;
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(vii)       except for transactions among PharmAthene and its wholly owned Subsidiaries or among PharmAthene’s wholly owned

Subsidiaries, directly or indirectly, purchase, redeem or otherwise acquire any shares of its capital stock or any rights, warrants or options to acquire any such
shares, other than purchases or deemed acquisitions of Common Shares in respect of the exercise price or tax withholding obligations relating to a
PharmAthene share-based award upon the net exercise or vesting of any such award in a manner consistent with past practice;

 
(viii)      incur, assume, guarantee, prepay, redeem, repurchase or otherwise become liable for, or modify in any material respect the

terms of, any Indebtedness for borrowed money or become responsible for the Indebtedness of any person (directly, contingently or otherwise), other than in
the ordinary course of business consistent with past practice and except for (A) any intercompany Indebtedness for borrowed money among PharmAthene and
its wholly owned Subsidiaries or among PharmAthene wholly owned Subsidiaries, (B) Indebtedness for borrowed money incurred to replace, renew, extend,
refinance or refund any existing Indebtedness for borrowed money that (x) is in an amount not exceeding such existing Indebtedness, (y) is on terms no less
favorable in the aggregate than such existing Indebtedness and (z) that does not contain provisions that will result in the occurrence of a default or event of
default (with notice or lapse of time, or both) upon the consummation of the Merger or (C) guarantees by PharmAthene or one of its Subsidiaries of
Indebtedness for borrowed money of PharmAthene or any of its Subsidiaries, which Indebtedness for borrowed money is incurred in compliance with this
Section 6.1(c);

 
(ix)         except for transactions among PharmAthene and its wholly owned Subsidiaries or among PharmAthene’s wholly owned

Subsidiaries, sell, lease, license, transfer, exchange or swap, mortgage or otherwise encumber (including via securitizations), or subject to any Lien (other
than Permitted Liens) or otherwise dispose of (whether by merger, consolidation or acquisition of stock or assets, license or otherwise, and including by way
of formation of a joint venture) any material portion of its or its Subsidiaries’ properties or assets, including the capital stock of Subsidiaries and except
pursuant to existing agreements in effect prior to the execution of this Agreement and listed in Section 4.18 of the PharmAthene Disclosure Schedule;

 
(x)          modify, amend, terminate or waive any rights under any PharmAthene Material Contract or Real Property Lease, in any

manner the effect of which is, individually or in the aggregate, materially adverse to PharmAthene and its Subsidiaries taken as a whole;
 
(xi)         enter into any Contract that would be a PharmAthene Material Contract or Real Property Lease if in effect on the date of

this Agreement, other than in the ordinary course of business consistent with past practice;
 
(xii)        acquire (whether by merger, consolidation or acquisition of stock or assets, license or otherwise) any corporation,

partnership or other business organization or division thereof or any assets, other than purchases of inventory and other assets in the ordinary course of
business consistent with past practice;

 
(xiii)       authorize or make any capital expenditures, other than (A) in accordance with PharmAthene capital expenditures plan set

forth as Section 6.1(c)(xiii) of the PharmAthene Disclosure Schedule, (B) in connection with the repair or replacement of facilities destroyed or damaged due
to casualty or accident (whether or not covered by insurance) and (C) otherwise in an aggregate amount for all such capital expenditures made pursuant to this
clause (C) not to exceed $250,000;

 
(xiv)      make any loans, advances or capital contributions to, or investments in, any person, in each case other than loans and

advances to PharmAthene or a wholly owned Subsidiary of PharmAthene by a wholly owned Subsidiary of PharmAthene, or loans, advances, capital
contributions to, or investments in, a wholly owned Subsidiary of PharmAthene;
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(xv)       enter into, amend, waive or terminate (other than terminations in accordance with their terms) any PharmAthene Affiliate

Transaction in any material respect;
 
(xvi)      abandon, fail to maintain and renew, or otherwise let lapse, any material Intellectual Property;
 
(xvii)     adopt or enter into a plan of complete or partial liquidation, dissolution, restructuring, recapitalization or other

reorganization of PharmAthene, or any of its Subsidiaries (other than the Merger or a merger of two or more wholly owned Subsidiaries of PharmAthene);
 
(xviii)    (A) waive, settle, satisfy or compromise any actions, suits, arbitrations, mediations or proceedings, other than any such

actions, suits, arbitrations, mediations or proceedings not in excess of $250,000 individually or in the aggregate, except for any actions, suits, arbitrations,
mediations or proceedings where PharmAthene is the plaintiff, in which case, PharmAthene may waive, settle, satisfy or compromise, provided that any such
waiver, settlement, satisfaction or compromise does not result in an obligation of PharmAthene to pay money or have any other obligation to the counterparty
as a result thereof without restriction or (B) waive, settle, satisfy or compromise any pending or threatened action, suits, arbitrations, mediations or
proceedings arising out of or related to this Agreement or the transactions contemplated hereby; or

 
(xix)       agree, in writing or otherwise, or announce an intention, to take any of the foregoing actions.

 
(d)          Between the date of this Agreement and the earlier of the Effective Time and the Termination Date, PharmAthene and its

Subsidiaries shall:
 
(i)          prepare and timely file all Tax Returns required to be filed by it (or them) on or before the Closing Date (“PharmAthene

Post-Signing Returns”) in a manner consistent with past practice, except as otherwise required by a change in applicable Law;
 
(ii)         consult with Theraclone with respect to all material closing agreements, issue resolution agreements and other agreements

or confirmations to be executed or entered into or received by PharmAthene or any of its Subsidiaries with or from the IRS;
 
(iii)        fully and timely pay all material Taxes due and payable in respect of such PharmAthene Post-Signing Returns that are so

filed, or for any such Taxes as to which there is a good faith dispute, provide for adequate reserves on the financial statements of PharmAthene;
 
(iv)        properly reserve (and reflect such reserve in their books and records and financial statements), for all Taxes payable by

them for which no PharmAthene Post-Signing Return is due prior to the Closing Date in a manner consistent with past practice;
 
(v)         promptly notify Theraclone of any material actions, suits, arbitrations, mediations or proceedings or audit pending or

threatened against PharmAthene or any of its Subsidiaries in respect of any material Tax matter, including Tax liabilities and refund claims;
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(vi)        not make (except in the ordinary course of business) or revoke any material election with regard to Taxes or file any

material amended Tax Returns, without the prior written consent of Theraclone;
 
(vii)       not make (except in the ordinary course of business) any change in any Tax or accounting methods or systems of internal

accounting controls (including procedures with respect to the payment of accounts payable and collection of accounts receivable), except as may be
appropriate to conform to changes in Tax Laws or regulatory accounting requirements, without the prior written consent of Theraclone;

 
(viii)      terminate all Tax allocation, indemnification or sharing agreements to which PharmAthene or any of its Subsidiaries is a

party such that there are no further liabilities thereunder (other than any such agreements solely among PharmAthene and any of its Subsidiaries); and
 
(ix)         maintain its existing listing on NYSE MKT LLC and file or furnish all forms, documents and reports required to be filed

or furnished with the SEC, which forms, documents and reports shall comply in all material respects with the requirements of the Securities Act and the
Exchange Act, as the case may be, and the applicable rules and regulations promulgated thereunder, and none of such forms, documents and reports shall
contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary to make the statements therein, in
the light of the circumstances under which they were made, not misleading.

 
(e)          Between the date of this Agreement and the earlier of the Effective Time and the Termination Date, Theraclone shall:

 
(i)          prepare and timely file all Tax Returns required to be filed by it (or them) on or before the Closing Date (“Theraclone

Post-Signing Returns”) in a manner consistent with past practice, except as otherwise required by a change in applicable Law;
 
(ii)         consult with PharmAthene with respect to all material closing agreements, issue resolution agreements and other

agreements or confirmations to be executed or entered into or received by Theraclone or any of its Subsidiaries with or from the IRS;
 
(iii)        fully and timely pay all material Taxes due and payable in respect of such Theraclone Post-Signing Returns that are so

filed, or for any such Taxes as to which there is a good faith dispute, provide for adequate reserves on the financial statements of Theraclone;
 
(iv)        properly reserve (and reflect such reserve in their books and records and financial statements), for all Taxes payable by

them for which no Theraclone Post-Signing Return is due prior to the Closing Date in a manner consistent with past practice;
 
(v)         promptly notify PharmAthene of any material actions, suits, arbitrations, mediations or proceedings or audit pending or

threatened against Theraclone or any of its Subsidiaries in respect of any material Tax matter, including Tax liabilities and refund claims;
 
(vi)        not make (except in the ordinary course of business) or revoke any material election with regard to Taxes or file any

material amended Tax Returns, without the prior written consent of PharmAthene;
 
(vii)       not make (except in the ordinary course of business) or any change in any Tax or accounting methods or systems of

internal accounting controls (including procedures with respect to the payment of accounts payable and collection of accounts receivable), except as may be
appropriate to conform to changes in Tax Laws or regulatory accounting requirements, without the prior written consent of PharmAthene; and
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(viii)      terminate all Tax allocation, indemnification or sharing agreements to which Theraclone or any of its Subsidiaries is a

party such that there are no further liabilities thereunder (other than any such agreements solely among Theraclone and any of its Subsidiaries).
 
(f)          Between the date of this Agreement and the earlier of the Effective Time and the Termination Date, Merger Sub shall not,

without the prior written consent of Theraclone: (i) issue, sell, deliver or agree or commit to issue, sell or deliver (whether through the issuance or granting of
options, warrants, commitments, subscriptions, rights to purchase or otherwise) any equity securities of Merger Sub, (ii) incur any obligations or liabilities or
enter into any Contract other than in furtherance of the transactions contemplated hereby or (iii) authorize any of, or commit or agree to take, any of the
foregoing actions.

 
Section 6.2           Investigation. Prior to the earlier of the Effective Time and the Termination Date, each of PharmAthene and Theraclone shall

afford to the other party and to each of the other party’s officers, employees, accountants, consultants, legal counsel, financial advisors, prospective financing
sources (and their advisors) and agents and other representatives (collectively, “Representatives”) reasonable access upon at least one Business Day’s prior
notice during normal business hours to its (and its Subsidiaries’, if applicable) officers, properties, contracts, commitments, books and records and any report,
schedule or other document filed or received by it pursuant to the requirements of applicable Laws and shall furnish the other party and their respective
Representatives with financial, operating and other data and information as the other party may from time to time reasonably request. Without limiting the
generality of any of the foregoing, until the earlier of the Effective Time and the Termination Date, each of PharmAthene and Theraclone shall promptly make
available to the other party copies of:

 
(a)          the unaudited monthly consolidated balance sheets of such party as of the end of each calendar month and the related unaudited

monthly consolidated statements of operations, statements of stockholders’ equity and statements of cash flows for such calendar month, which shall be
delivered within twenty days after the end of such calendar month, or such longer periods as the parties may mutually agree to in writing;

 
(b)          the unaudited quarterly consolidated balance sheets of such party as of the end of each calendar quarter and the related unaudited

quarterly consolidated statements of operations, statements of stockholders’ equity and statements of cash flows for such calendar quarter, reviewed by such
party’s independent auditor, which shall be delivered within forty days after the end of such calendar quarter, or such longer periods as the parties may
mutually agree to in writing;

 
(c)          any notice, report or other document filed with or otherwise furnished, submitted or sent to any Governmental Entity on behalf

of a party in connection with the Merger or any of the transaction contemplated hereby;
 
(d)          any non-privileged notice, document or other communication sent by or on behalf of, or sent to, a party relating to any pending

or threatened actions, suits, arbitrations, mediations or proceedings pending involving or affecting such party;
 
(e)          any material notice, report or other document received by a party from any Governmental Entity;
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(f)          with respect to PharmAthene, (i) any quarterly report on Form 10-Q, annual report on Form 10-K, proxy statement, information

statement or other similar document required to be filed or furnished with the SEC at least five days prior to the date of such filing and (ii) all current reports
on Form 8-K to be filed or furnished with the SEC at least 24 hours prior to the date of such filing and, in each case, give Theraclone the opportunity to
review and provide comments, which shall be reasonably considered by PharmAthene.
 
Notwithstanding the foregoing, neither party shall be required to afford such access to the extent it would unreasonably disrupt the operations of such party or
any of such party’s Subsidiaries, would cause a violation of any agreement to which such party or any of such party’s Subsidiaries is a party (although each
party shall use commercially reasonable efforts to obtain any necessary consent so that such violation would not occur), would cause a reasonable risk of a
loss of a privilege to such party or any of such party’s Subsidiaries or would constitute a violation of any applicable Law, nor shall such party or any of its
Representatives be permitted to perform any onsite procedure (including any onsite environmental study) with respect to any property of the other party or
any of its Subsidiaries. The parties agree that no information discovered by any party or its Representatives in the course of any investigation pursuant to this
Section 6.2 or otherwise shall be deemed to modify or waive any representation, warranty, covenant or agreement of the other party contained in this
Agreement.

 
Section 6.3           No Solicitation.

 
(a)          Each of PharmAthene, its Subsidiaries and their respective Representatives will (i) immediately cease and cause to be terminated

any and all existing activities, discussions or negotiations with any Persons conducted prior to or on the date of this Agreement with respect to any
PharmAthene Takeover Proposal and (ii) promptly (and in any event within one (1) Business Day after the date hereof) request the prompt return from all
such Persons or cause the destruction of all copies of all information or data previously provided to such Persons by PharmAthene or its Representatives, as
applicable, in accordance with the provisions of the confidentiality or non-disclosure agreement governing PharmAthene’s arrangements with such Person
and shall deny access to any virtual data room containing any such information to any party (other than Theraclone and its Representatives). If any
Representative of PharmAthene or any of its Subsidiaries, in his or her capacity as such, takes any action that PharmAthene is obligated not to authorize or
permit such Representative to take, then such action shall be attributed to PharmAthene.

 

- 65 -



 

 
(b)          From the date of this Agreement until the earlier of the Effective Time and the Termination Date, PharmAthene shall not, nor

shall it permit any of its Subsidiaries to, nor shall it authorize or permit any officer, director or employee of or any other Representative of, PharmAthene or
any of its Subsidiaries to, directly or indirectly, (i) solicit, initiate or knowingly encourage the submission of any inquiries concerning, or the making of any
proposal or offer that constitutes, or could reasonably be expected to lead to, a PharmAthene Takeover Proposal, (ii) enter into any agreement, letter of intent,
agreement in principle or other similar instrument with respect to any PharmAthene Takeover Proposal, (iii) provide any non-public information regarding
PharmAthene or its Subsidiaries to any third party or engage in any negotiations or discussions in connection with any PharmAthene Takeover Proposal or
otherwise knowingly cooperate with or assist or participate in or knowingly encourage any such negotiations or discussions, (iv) approve or recommend a
PharmAthene Takeover Proposal, or resolve or authorize an intention to approve or recommend, or execute or enter into, any Acquisition Agreement,
(v) submit to the stockholders of PharmAthene for their approval or adoption any PharmAthene Takeover Proposal, (vi) withdraw, rescind, qualify or modify,
or propose publicly to withdraw, rescind, qualify or modify, in a manner adverse to Theraclone, the PharmAthene Recommendation or the approval by the
PharmAthene Board of Directors or such committee of this Agreement or the Merger or resolve or authorize an intention to do any of the foregoing, (vii) if a
tender offer or exchange offer for shares of capital stock of PharmAthene that constitutes an PharmAthene Takeover Proposal is commenced, fail to publicly
recommend against acceptance of such tender offer or exchange offer by the stockholders of PharmAthene (taking no position with respect to the acceptance
of such tender offer or exchange offer by the stockholders of PharmAthene, shall constitute a failure to recommend against acceptance of such tender offer or
exchange offer) within ten (10) Business Days after commencement thereof or fail to reaffirm the PharmAthene Recommendation within four (4) Business
Days after Theraclone so requests in writing, (viii) approve (by resolution of the PharmAthene Board of Directors, any committee thereof or otherwise),
support, enter into or adopt or recommend to any holders of PharmAthene Shares, or propose any of the foregoing with respect to, any letter of intent or
similar document, Contract, commitment or agreement in principle (whether written or oral, binding or nonbinding) that may reasonably be expected to cause
PharmAthene to abandon, terminate or fail to consummate this Agreement or the transactions contemplated hereby or (ix) agree or publicly announce any
intention to take any of the foregoing actions (any of the foregoing in clauses (i) through (ix), inclusive, a “PharmAthene Recommendation Withdrawal”);
provided, that the PharmAthene Board of Directors may, at any time prior to Closing, (x) in response to an unsolicited, bona fide, written PharmAthene
Superior Proposal that was made in circumstances not involving a breach of this Section 6.3 if the PharmAthene Board of Directors reasonably determines in
good faith, after consultation with its outside counsel and its outside financial advisor, that failing to take the following action would be a breach of its
fiduciary duties under applicable Law, (I) effect a PharmAthene Recommendation Withdrawal or (II) terminate this Agreement in accordance with Section
8.1(h) or (y) in the event that, after the date hereof, the Court of Chancery of the State of Delaware shall have rendered a substantive decision on the merits in
that certain litigation matter between PharmAthene and SIGA Technologies, Inc., and, within twenty (20) business days after the entry of such decision, the
PharmAthene Board of Directors determines, in its reasonable discretion, that, as a result of such decision, it can no longer consider the Merger a merger of
equals (the “Transaction Event”), (I) effect a PharmAthene Recommendation Withdrawal or (II) terminate this Agreement in accordance with Section 8.1(h)
(“Transaction Event Withdrawal”).

 
(c)          Notwithstanding anything to the contrary contained in Section 6.3(a), if at any time prior to obtaining the PharmAthene

Stockholder Approval and prior to the occurrence of a Transaction Event, (i) PharmAthene has received a bona fide written PharmAthene Takeover Proposal
from a third party that did not result from a breach of this Section 6.3 that is conditioned on PharmAthene not entering into the Merger, and (ii) the
PharmAthene Board of Directors reasonably determines in good faith, after consultation with its outside financial advisor and its outside counsel, that such
PharmAthene Takeover Proposal constitutes or would reasonably be expected to result in a PharmAthene Superior Proposal then, if the PharmAthene Board
of Directors determines in good faith, after consultation with its outside financial advisor and its outside counsel, that the failure to take the following action
would be reasonably likely to result in a breach of the fiduciary duties of the PharmAthene Board of Directors under applicable Law, then PharmAthene or its
Representatives may, subject to PharmAthene’s providing prior written notice to Theraclone of its decision to take such action and compliance by
PharmAthene with this Section 6.3(c) and Section 6.3(d), (A) provide information regarding PharmAthene and its Subsidiaries to the person or persons
making such PharmAthene Takeover Proposal and their respective Representatives and financing sources and (B) engage in negotiations or discussions with
the person or persons making such PharmAthene Takeover Proposal and their respective Representatives and financing sources, subject, in each case, to
(x) the person or persons making the PharmAthene Takeover Proposal entering into, or are otherwise being made subject to, an Acceptable PharmAthene
Confidentiality Agreement (a copy of which shall promptly, and in any event within 24 hours following execution thereof, be provided to Theraclone) and
(y) PharmAthene providing prior written notice to Theraclone of any non-public information provided to such person or persons making such PharmAthene
Takeover Proposal or their respective Representatives or financing sources and concurrently with the delivery to such person (in the case of written
information) or promptly (in the case of information delivered orally) deliver to Theraclone all such information that is non-public and that was not previously
provided to Theraclone.

 

- 66 -



 

 
(d)          PharmAthene shall promptly (and in any event within one (1) Business Day) notify Theraclone in the event it receives a

PharmAthene Takeover Proposal or any request or inquiry that could reasonably be expected to lead to a PharmAthene Takeover Proposal from any person or
persons, including by notifying Theraclone of the identity of the person or persons making such PharmAthene Takeover Proposal, request or inquiry and the
material terms and conditions thereof. PharmAthene shall inform Theraclone on a prompt and current basis (and in any event within one (1) Business Day) of
the status and material details of any such request or inquiry, including any change in the material terms or conditions of a PharmAthene Takeover Proposal
(it being understood that any change in the type, amount or quantity of the merger consideration shall be deemed to be a change in a material term) and
promptly (and in any event within one (1) Business Day) provide Theraclone with copies of any written PharmAthene Takeover Proposals received by
PharmAthene. Promptly upon determination by the PharmAthene Board of Directors that a PharmAthene Takeover Proposal constitutes a PharmAthene
Superior Proposal in accordance with Section 6.3(d), PharmAthene shall deliver to Theraclone a written notice advising Theraclone that the PharmAthene
Board of Directors has so determined, specifying the material terms and conditions of such PharmAthene Superior Proposal (including the terms of the
consideration that the holders of PharmAthene Common Stock will receive per share of shares of PharmAthene Common Stock and including any written
agreement providing for a PharmAthene Superior Proposal and the identity of the person or persons making such PharmAthene Superior Proposal). In
addition, PharmAthene Board of Directors shall not make a PharmAthene Recommendation Withdrawal or terminate this Agreement for purposes of entering
into an agreement with respect to an PharmAthene Superior Proposal unless (x) PharmAthene notifies Theraclone, in writing at least three (3) Business Days
before taking such action, of its intention to do so in response to an offer, proposal or inquiry to enter into a PharmAthene Takeover Proposal that it has
determined, after consultation with its outside financial advisor and its outside counsel, that such PharmAthene Takeover Proposal constitutes a PharmAthene
Superior Proposal and attaching the most current version of any proposed agreement or a summary of all material terms of any such proposal and the identity
of the offeror, (y) PharmAthene shall have, during such three (3) Business Day period, negotiated in good faith with Theraclone with respect to any changes
to this Agreement that Theraclone shall have proposed and (z) Theraclone does not make, within three (3) Business Days after its receipt of that written
notification, an offer that is at least as favorable to the stockholders of PharmAthene as such PharmAthene Superior Proposal, it being understood that
PharmAthene shall not enter into any binding agreement with respect to such Superior Proposal during such three (3) Business Day period. If, following
execution by the parties hereto of an amendment to this Agreement providing for revisions to the terms of the transactions as completed by this Agreement
that obviate the need for a PharmAthene Recommendation Withdrawal in connection with a PharmAthene Superior Proposal, such PharmAthene Superior
Proposal is revised (on one or more occasions), or PharmAthene receives a PharmAthene Superior Proposal from another person, then the provisions of this
Section 6.3(d) shall be applicable with respect to each such PharmAthene Recommendation Withdrawal relating to any such amended or additional
PharmAthene Superior Proposal.

 
(e)          Nothing contained in this Agreement shall prohibit PharmAthene or the PharmAthene Board of Directors from taking and

disclosing to the stockholders a position contemplated by Rules 14d-9 and 14e-2(a) promulgated under the Exchange Act with respect to a tender or exchange
offer by a third party only if the PharmAthene Board of Directors determines in good faith, after consultation with its outside financial advisor and its outside
counsel, that failure to make such disclosure would be reasonably likely to result in a breach of the fiduciary duties of the PharmAthene Board of Directors
under applicable Law; provided, however, that (i) in no event shall PharmAthene or the PharmAthene Board of Directors take, or agree or resolve to take, any
action that would constitute a PharmAthene Recommendation Withdrawal other than in compliance with this Section 6.3 and (ii) any such position or
disclosure in connection with a tender offer or exchange offer other than a recommendation against such offer or a customary “stop, look and listen”
communication of the type contemplated by Rule 14d−9(f) under the Exchange Act, in each case that includes a reaffirmation of the PharmAthene
Recommendation and a reaffirmation of the approval by the PharmAthene Board of Directors of the Merger and this Agreement and the transactions
contemplated hereby and the actions taken in connection herewith, shall be deemed to be an PharmAthene Recommendation Withdrawal.
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(f)          PharmAthene and its Affiliates shall not grant a waiver or release under any other standstill agreement in effect on the date

hereof or amend, modify or grant permission under any provision thereof; provided that PharmAthene shall be permitted to grant a waiver or release under
any other standstill agreement in effect on the date hereof solely to the extent necessary to permit the Person subject to such standstill agreement to make and
engage in discussions with respect to, and negotiate, a PharmAthene Takeover Proposal that is conditioned on entering into mutually satisfactory definitive
documentation with PharmAthene in response to an unsolicited, bona fide, written request from such Person that was made in circumstances not involving a
breach of this Section 6.3, but only if the PharmAthene Board of Directors reasonably determines in good faith, after consultation with its outside financial
advisor and its outside counsel, that failure to take such action would be reasonably likely to result in a breach of the fiduciary duties of the PharmAthene
Board of Directors under applicable Law. PharmAthene shall provide written notice to Theraclone of the waiver or release of any standstill by PharmAthene
promptly (and in any event within 24 hours) following such waiver or release, which notice shall include the identity of the Person or group receiving the
waiver or release.

 
Section 6.4           Filings; Other Actions.

 
(a)          Each of Theraclone, PharmAthene and Merger Sub shall use reasonable best efforts to take or cause to be taken such actions as

may be required to be taken under the Securities Act, the Exchange Act, any other federal securities Laws, any applicable state securities or “blue sky” Laws
and any stock exchange requirements in connection with the Merger and the other transactions contemplated by this Agreement. Without limiting the
foregoing, as promptly as practicable after the date of this Agreement, the parties hereto shall prepare and cause to be filed with the SEC the Proxy Statement
and the Form S-4 Registration Statement, in which the Proxy Statement will be included as a prospectus; provided, however, that prior to the filing of the
Proxy Statement and the Form S-4 Registration Statement, PharmAthene shall consult with Theraclone with respect to such filings and shall afford
Theraclone and its Representatives reasonable opportunity to comment thereon. The parties hereto shall use reasonable best efforts to cause the Proxy
Statement to be mailed to PharmAthene’s stockholders and Theraclone’s stockholders, all as promptly as reasonably practicable after the date on which the
Form S-4 Registration Statement is declared effective under the Securities Act (the “S-4 Effective Date”). Theraclone shall provide PharmAthene with any
information for inclusion in the Proxy Statement and the Form S-4 Registration Statement that may be required under applicable Law or that is reasonably
requested by PharmAthene. PharmAthene shall notify Theraclone of the receipt of comments from the SEC and of any request from the SEC for amendments
or supplements to the Proxy Statement, the Form S-4 Registration Statement or for additional information, and will promptly supply to Theraclone copies of
all correspondence between PharmAthene or its Representatives, on the one hand, and the SEC or members of its staff, on the other hand, with respect to the
Proxy Statement, the Form S-4 Registration Statement or the Merger. Each of Theraclone, PharmAthene and Merger Sub shall use reasonable best efforts to
resolve all SEC comments with respect to the Proxy Statement, the Form S-4 Registration Statement and any other required filings as promptly as practicable
after receipt thereof. Each of Theraclone, PharmAthene and Merger Sub agree to correct any information provided by it for use in the Proxy Statement or the
Form S-4 Registration Statement, which shall have become false or misleading in any material respect. Theraclone will promptly notify the PharmAthene if at
any time prior to the PharmAthene Meeting any event should occur which is required by applicable Law to be set forth in an amendment of, or a supplement
to, the Proxy Statement or the Form S-4 Registration Statement. In such case, the parties will cooperate to promptly prepare and file such amendment or
supplement with the SEC to the extent required by applicable Law and will mail such amendment or supplement to PharmAthene’s stockholders to the extent
required by applicable Law; provided, however, that prior to such filing, each party shall consult with each other party with respect to such amendment or
supplement and shall afford each such party and its Representatives reasonable opportunity to comment thereon. Notwithstanding the forgoing, no party shall
have any obligation to notify the other parties of any matters to the extent that its board of directors or any committee thereof determines in good faith, after
consultation with its outside legal counsel, that to do so would be inconsistent with the directors’ exercise of their fiduciary obligations to its stockholders
under applicable Law.
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(b)          PharmAthene shall include in the Proxy Statement the recommendation of PharmAthene’s board of directors that its

stockholders approve an amendment to PharmAthene’s bylaws (the “PharmAthene Bylaw Amendment”) that provides that effective as of effective time of the
appointment of Clifford J. Stocks as PharmAthene’s Chief Executive Officer and until the Board Change Date, Mr. Stocks may not be removed from such
office, unless his removal is approved by at least sixty six and two-thirds percent (66 2/3%) of the then-serving members of the PharmAthene’s board of
directors. At any time after the Resigning PharmAthene Board Designee Resignation Date, Mr. Stocks may be removed from the office of Chief Executive
Officer of PharmAthene by at least a majority of the then-serving members of the PharmAthene’s board of directors. For purposes hereof, the “Board Change
Date” means the earlier of (i) the second anniversary of the date hereof, and (ii) such time as there is a period longer than thirty (30) days in which less than
five (5) of (A) the PharmAthene Board Designees or (B) any member of the PharmAthene board of directors who replaces any of the PharmAthene Board
Designees and was nominated by the remaining PharmAthene Board Designees pursuant to the Board Composition Agreement are then incumbent on the
PharmAthene board of directors.

 
(c)          Subject to the other provisions of this Agreement, not sooner than a reasonable period after the S-4 Effective Date, but prior to

the PharmAthene Shareholder Meeting, promptly after the S-4 Effective Date, Theraclone shall take all action necessary in accordance with the DGCL and
the Theraclone Certificate of Incorporation and Theraclone Bylaws to solicit approval by written consent from Theraclone’s stockholders for the purpose of
obtaining the Theraclone Stockholder Approval (the “Theraclone Stockholder Written Consent”).

 
(d)          Subject to the other provisions of this Agreement, PharmAthene shall (i) take all action necessary in accordance with the DGCL

and PharmAthene’s certificate of incorporation and bylaws to duly call, give notice of, convene and hold a meeting of its stockholders as promptly as
reasonably practicable following the mailing of the Proxy Statement for the purpose of obtaining the PharmAthene Stockholder Approval (the “PharmAthene
Meeting”) (including mailing the Proxy Statement as soon as reasonably practicable after the S-4 Effective Date and holding the PharmAthene Meeting no
later than 40 days after mailing the Proxy Statement, unless a later date is mutually agreed by Theraclone and by PharmAthene), (ii) include in the Proxy
Statement the recommendation of PharmAthene’s board of directors that its stockholders grant the PharmAthene Stockholder Approval and (iii) use all
reasonable best efforts to solicit from its stockholders proxies to secure the PharmAthene Stockholder Approval. PharmAthene shall, in its capacity as the sole
stockholder of Merger Sub, approve this Agreement and the consummation of the transactions contemplated hereby.
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Section 6.5           Benefit Plans.

 
(a)          With respect to any Theraclone Benefit Plan or PharmAthene Benefit Plan in which any employees and former employees of

Theraclone (the “Participating Employees”) first become eligible to participate on or after the Effective Time, and in which such Participating Employees did
not participate prior to the Effective Time (collectively, the “New Plans”), each Participating Employee shall, to the extent permitted by applicable law,
receive full credit for the years of continuous service by such Participating Employee recognized by Theraclone prior to the Effective Time to the same extent
as if it were service with PharmAthene for purposes of (1) satisfying the service requirements for eligibility to participate in each such New Plan, (2) vesting
in any benefits under each such New Plan, and (3) calculating the level of benefits with respect to vacation, personal days off, severance benefits and any
other welfare-type benefits with respect to which a Participating Employee may be eligible, where service is a factor in calculating benefits, provided that,
none of the foregoing shall apply with respect to defined benefit pension plans benefit accrual or where such credit would result in a duplication of benefits.
With respect to any New Plan that is a welfare benefit plan in which any Participating Employees first become eligible to participate on or after the Effective
Time, and in which such Participating Employees did not participate prior to the Effective Time, subject to any applicable plan provisions, contractual
requirements or laws, PharmAthene shall, (A) cause to be waived any eligibility requirements or pre-existing condition limitations except to the extent such
eligibility requirements, waiting periods, any evidence of insurability requirements or pre-existing conditions would apply under the analogous Theraclone
Benefit Plan or PharmAthene Benefit Plan in which any such Participating Employee was a participant or eligible to participate as of immediately prior to the
Effective Time, and (B) give effect, in determining any deductibles, co-insurance or maximum out of pocket limitations, to amounts paid by such
Participating Employees prior to the Effective Time under a Theraclone Benefit Plan or PharmAthene Benefit Plan in which any such Participating Employee
was a participant as of immediately prior to the Effective Time (to the same extent that such credit was given under such Theraclone Benefit Plan or
PharmAthene Benefit Plan prior to the Effective Time) in satisfying such requirements during the plan year in which the Effective Time occurs.

 
(b)          If requested by PharmAthene at least ten business days prior to the Closing Date, Theraclone shall take (or cause to be taken) all

actions reasonably necessary pursuant to resolutions of the Theraclone Board of Directors necessary or appropriate to terminate, effective no later than the
day prior to the Closing Date, any defined contribution Theraclone Benefit Plan that contains a cash or deferred arrangement, whether intended to qualify
under section 401(k) of the Code or otherwise (a “Theraclone Defined Contribution Plan”). If Theraclone is required to terminate any Theraclone Defined
Contribution Plan, then Theraclone shall provide to PharmAthene prior to the Closing Date written evidence of the adoption by the Theraclone Board of
Directors of resolutions authorizing the termination of such Theraclone Defined Contribution Plan (the form and substance of which resolutions shall be
subject to the prior reasonable review and approval of PharmAthene, which approval shall not be unreasonably withheld or delayed).

 
(c)          Nothing contained in this Section 6.5, express or implied, (1) shall be construed to establish, amend, or modify any benefit plan,

program, agreement or arrangement, including without limitation, any Theraclone Benefit Plan or any PharmAthene Benefit Plan, (2) shall alter or limit the
ability of any of PharmAthene, Merger Sub, Theraclone, the Surviving Subsidiary, or, with respect to PharmAthene, its Subsidiaries to amend, modify, or
terminate any benefit plan, program, agreement, or arrangement at any time assumed, established, sponsored, or maintained by any of them, (3) is intended to
confer upon any current or former employee any right to employment or continued employment for any period of time by reason of this Agreement, or any
right to a particular term or condition of employment, or (4) is intended to confer upon any person (including for the avoidance of doubt any current or former
employee) any right as a third-party beneficiary of this Agreement.
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(d)          To the maximum extent permitted by Law, PharmAthene and Theraclone shall treat, and cause their respective affiliates to treat,

the U.S. federal and state income tax deductions resulting from any severance payments and any other compensatory payments arising as a result of the
transactions contemplated hereby that are, in each case, made on the Closing Date as accruing on the day after the Closing pursuant to the “next day” rule of
Treasury Regulation section 1.1502-76(b)(1)(ii)(B) or any similar provision of state or local Tax Law.

 
Section 6.6           Reasonable Best Efforts.

 
(a)          Subject to the terms and conditions set forth in this Agreement, and except where a different standard of effort is provided in this

Agreement, each of the parties hereto shall use (and cause its affiliates to use) its reasonable best efforts (subject to, and in accordance with, applicable Law)
to take promptly, or cause to be taken promptly, all actions, and to do promptly, or cause to be done promptly, and to assist and cooperate with the other
parties in doing, all things necessary, proper or advisable under applicable Laws to consummate and make effective the Merger and the other transactions
contemplated by this Agreement, including (i) obtaining all necessary actions or nonactions, waivers, consents and approvals, including the Theraclone
Approvals, from Governmental Entities and making all necessary registrations and filings, (ii) obtaining all necessary consents, approvals or waivers from
third parties and (iii) executing and delivering any additional instruments necessary to consummate the Merger and the other transactions contemplated by
this Agreement.

 
(b)          If any administrative or judicial action or proceeding or any proceeding or action by a private party, is instituted (or threatened to

be instituted) challenging any transaction contemplated by this Agreement and/or seeking to restrain, enjoin or otherwise prohibit the consummation of the
Merger, each of Theraclone and PharmAthene shall cooperate in all respects with each other and shall use their respective reasonable best efforts to contest
and resist any such action or proceeding and to have vacated, lifted, reversed or overturned any decree, judgment, injunction or other order, whether
temporary, preliminary or permanent, that is in effect and that prohibits, prevents or restricts consummation of the transactions contemplated by this
Agreement. Notwithstanding the foregoing or any other provision of this Agreement, nothing in this Section 6.6 shall limit a party’s right to terminate this
Agreement pursuant to Section 8.1(c) so long as such party has, prior to such termination, complied with its obligations under this Section 6.6.

 
Section 6.7           Takeover Statute. If any “fair price,” “moratorium,” “control share acquisition” or other form of antitakeover statute or regulation

shall become applicable to the transactions contemplated hereby, each party hereto and the members of their respective boards of directors shall, to the extent
permitted by applicable Law, grant such approvals and take such actions as are reasonably necessary so that the transactions contemplated hereby may be
consummated as promptly as practicable on the terms contemplated hereby and otherwise act to eliminate or minimize the effects of such statute or regulation
on the transactions contemplated hereby.

 
Section 6.8           Public Announcements; Confidentiality. Except as explicitly provided in Section 6.3, Theraclone and PharmAthene shall consult

with and provide each other the reasonable opportunity to review and comment upon any press release or other public statement or comment prior to the
issuance of such press release or other public statement or comment relating to this Agreement or the transactions contemplated by this Agreement and neither
shall issue any such press release or other public statement or comment without the other’s prior consultation, except as may be required by applicable Law or
by the rules or regulations of the SEC or any applicable national securities exchange. PharmAthene and Theraclone agree to issue a joint press release
announcing this Agreement upon the consummation of the transactions contemplated by this Agreement. The parties hereto acknowledge that PharmAthene
and Theraclone have previously executed the Confidentiality Agreement and agree that the Confidentiality Agreement shall continue in full force and effect
in accordance with its terms.
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Section 6.9           Indemnification and Insurance.

 
(a)          PharmAthene and the Surviving Subsidiary shall indemnify the current and former directors, officers, employees and agents of

Theraclone and any other employees who have executed individual indemnity agreements as set forth on Section 6.9(a) of the Theraclone Disclosure
Schedule (an “Indemnified Party”) for all claims, losses, liabilities, damages, judgments, fines and reasonable fees, costs and expenses, including attorneys’
fees and disbursements, incurred in connection with any claim, action, suit, proceeding or investigation, whether civil, criminal, administrative or
investigative, arising out of or pertaining to the fact that the Indemnified Party is or was an officer, director, employee or agent of Theraclone or, while a
director or officer of Theraclone, is or was serving at the request of Theraclone or as a director, officer, employee or agent of another person, whether asserted
or claimed prior to, at or after the Effective Time, to the fullest extent permitted by Law, and such obligations shall survive the Merger, and shall continue in
full force and effect in accordance with their respective terms from the Effective Time, until the expiration of the applicable statute of limitations with respect
to any claims against such Indemnified Parties arising out of such acts or omissions. Each Indemnified Party will be entitled to advancement of expenses
(including attorneys’ fees) incurred in the defense of any such claim, action, suit, proceeding or investigation from each of PharmAthene and the Surviving
Subsidiary within ten Business Days of receipt by PharmAthene or the Surviving Subsidiary from the Indemnified Party of a request therefor; provided that
any Indemnified Party to whom expenses are advanced provides an undertaking, to the extent required by the DGCL, to repay such advances if it is
determined by a final determination of a court of competent jurisdiction (which determination is not subject to appeal) that such Indemnified Party is not
entitled to indemnification under applicable Law. The certificate of incorporation and by-laws of the Surviving Subsidiary shall contain provisions no less
favorable with respect to indemnification, advancement of expenses and exculpation of former and present officers, directors, employees and agents than are
set forth in the Theraclone Certificate of Incorporation and the Theraclone Bylaws, as of the date of this Agreement, which provisions shall not be amended,
repealed or otherwise modified, except as required by applicable Law, for a period of six years from the Effective Time, in any manner that would adversely
affect the rights thereunder of any such individuals.

 
(b)          Theraclone may obtain at or prior to the Effective Time, prepaid (so-called “tail”) directors’ and officers’ liability insurance

policies in respect of acts or omissions occurring at or prior to the Effective Time for six years from the Effective Time covering each Indemnified Party;
provided, however, that, without the prior written consent of PharmAthene, Theraclone may not expend for any twelve (12) month period therefor in excess
of 300% of the amount paid by Theraclone for coverage for the period of twelve (12) months beginning on January 1, 2012. If Theraclone does not obtain
“tail” insurance as contemplated by the immediately preceding sentence, then, for a period of six (6) years from the Effective Time PharmAthene shall cause
the Surviving Subsidiary to maintain in effect the current policies of directors’ and officers’ liability insurance and fiduciary liability insurance maintained by
Theraclone with respect to matters arising on or before the Effective Time; provided, however, that after the Effective Time the Surviving Subsidiary shall not
be required to pay annual premiums in excess of 300% of the last annual premium paid by Theraclone prior to the date of this Agreement in respect of the
coverages required to be obtained pursuant hereto, but in such case shall purchase as much coverage as is reasonably available for such amount.

 
(c)          The provisions of this Section 6.9 shall survive the consummation of the Merger and expressly are intended to benefit, and are

enforceable by, each of the Indemnified Parties.
 
(d)          If PharmAthene, the Surviving Subsidiary or any of their respective successors or assigns (i) consolidates with or merges into

any other person and shall not be the continuing or surviving corporation or entity in such consolidation or merger or (ii) transfers all or substantially all of its
properties and assets to any person, then, and in either such case, proper provision shall be made so that the successors and assigns of PharmAthene or the
Surviving Subsidiary, as the case may be, shall assume the obligations set forth in this Section 6.9.
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(e)          If any Indemnified Party makes any claim for indemnification or advancement of expenses under this Section 6.9 that is denied

by PharmAthene or the Surviving Subsidiary, and a court of competent jurisdiction determines that the Indemnified Party is entitled to such indemnification
or advancement of expenses, then PharmAthene or the Surviving Subsidiary shall pay the Indemnified Party’s costs and expenses, including reasonable legal
fees and expenses, incurred by the Indemnified Party in connection with pursuing his or her claims to the fullest extent permitted by Law.

 
(f)          The provisions of this Section 6.9 are intended to be in addition to the rights otherwise available to the current officers, directors,

employees and agents of Theraclone by Law, charter, statute, by-law or agreement.
 
Section 6.10         Control of Operations. Nothing contained in this Agreement shall give PharmAthene, directly or indirectly, the right to control or

direct Theraclone operations prior to the Effective Time. Prior to the Effective Time, Theraclone shall exercise, consistent with the terms and conditions of
this Agreement, complete control and supervision over its operations. Nothing contained in this Agreement shall give Theraclone, directly or indirectly, the
right to control or direct PharmAthene’s operations prior to the Effective Time. Prior to the Effective Time, PharmAthene shall exercise, consistent with the
terms and conditions of this Agreement, complete control and supervision over its operations.

 
Section 6.11         No Other Representations or Warranties. Except for the representations and warranties contained in Article III, neither Theraclone

nor any person on behalf of Theraclone makes any other express or implied representation or warranty with respect to Theraclone or with respect to any other
information provided to PharmAthene or Merger Sub in connection with the transactions contemplated by this Agreement. Except for the representations and
warranties contained in Article IV, none of PharmAthene or Merger Sub or any other person on behalf of PharmAthene or Merger Sub makes any other
express or implied representation or warranty with respect to PharmAthene or any of its Subsidiaries or with respect to any other information provided to
Theraclone in connection with the transactions contemplated hereby.

 
Section 6.12         Stock Exchange Listing. PharmAthene shall use its reasonable best efforts to cause the shares of PharmAthene Common Stock to

be issued in the Merger to be approved for listing on NYSE MKT LLC, subject to official notice of issuance, prior to the Effective Time.
 
Section 6.13         PharmAthene Board.

 
(a)          PharmAthene shall take all requisite action to cause, effective as of the Effective Time, the board of directors of PharmAthene to

consist of nine (9) members, five (5) of whom shall be current directors of PharmAthene (each such person, a “PharmAthene Board Designee”), three (3) of
whom shall be the persons identified in Section 6.13 of the Theraclone Disclosure Schedule (each such person, a “Theraclone Board Designee”) and the
remaining seat shall be vacant. After the Effective Time, the composition of the Board shall be determined in accordance with the Board Composition
Agreement.

 
(b)          PharmAthene acknowledges that the Board Composition Agreement that will be entered into by the Theraclone Shareholders

and the PharmAthene Approving PharmAthene Stockholders at Closing will act:
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(i)          to cause the initial vacancy on the PharmAthene board of directors to be filled at Closing or as soon as possible thereafter

by a nominee (the “Fourth Theraclone Director”) approved by a majority of the then-serving Theraclone Board Designees;
 
(ii)         to cause one of the PharmAthene Board Designees (the “Resigning PharmAthene Board Designee”) to resign upon the

earlier of (i) such time as there has been a full settlement or a final, non-appealable resolution of that certain litigation matter between PharmAthene and
SIGA Technologies, Inc. and (ii) the second anniversary of the Closing, but in no event prior to the first anniversary of the Closing (the “Resigning
PharmAthene Board Designee Resignation Date”);

 
(iii)        to cause all vacancies on the PharmAthene board of directors created by the cessation of service of any Theraclone Board

Designee to be filled by a nominee approved by the remaining Theraclone Board Designees;
 
(iv)        to cause all vacancies on the PharmAthene board of directors created by the cessation of service of any PharmAthene

Board Designee to be filled by a nominee approved by the remaining PharmAthene Board Designees;
 
(v)         to cause fifty percent (50%) of the members of all committees of the PharmAthene Board of Directors to be filled by

Theraclone Board Designees and where a committee of the PharmAthene Board of Directors is comprised of an odd number of directors, the last director
shall be mutually agreed to by the PharmAthene Board Designees and Theraclone Board Designees that are members of such committee;

 
(vi)        to obtain the resignations, or to cause the removal without cause, of the directors identified on Section 6.13 of the

PharmAthene Disclosure Schedule as of the Closing Date; and
 
(vii)       to obtain the resignation of the Resigning PharmAthene Board Designee on or before the Resigning PharmAthene Board

Designee Resignation Date.
 
Subject to compliance with applicable Law, the rules and regulations of NYSE MKT LLC and to the extent not inconsistent with the fiduciary duties of the
board of directors of PharmAthene, the Theraclone Board Designees and, if applicable, the Fourth Theraclone Director (or their successors as provided
above) shall be nominated for election at each of the two successive annual meetings of PharmAthene’s stockholders at which directors are to be elected
following the Closing Date and PharmAthene shall not take any action to expand the size of its board of directors or to change the proportionate
representation on any committee thereof during such three year period.

 
Section 6.14         Treatment as Reorganization. Unless required by applicable Law, none of PharmAthene, the Merger Sub or Theraclone shall, and,

with respect to PharmAthene, shall not permit its Subsidiaries to, take any action (other than actions contemplated by this Agreement) or fail to take any
action prior to, at or following the Closing that would reasonably be expected to cause the Merger to fail to qualify as a reorganization with the meaning of
section 368(a) of the Code.

 
ARTICLE VII

CONDITIONS TO THE MERGER
 
Section 7.1           Conditions to Each Party’s Obligation to Effect the Merger. The respective obligations of each party to effect the Merger shall be

subject to the fulfillment (or waiver by all parties) at or prior to the Effective Time of the following conditions:
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(a)          The Theraclone Stockholder Approval and the PharmAthene Stockholder Approval shall have been obtained.
 
(b)          No Law, judgment, injunction, order or decree by any court or other tribunal of competent jurisdiction which prohibits the

consummation of the Merger shall have been adopted or entered and shall continue to be in effect.
 
(c)          The shares of PharmAthene Common Stock to be issued in the Merger shall have been approved for listing on NYSE MKT

LLC, subject to official notice of issuance.
 
(d)          The Form S-4 Registration Statement shall have become effective in accordance with the provisions of the Securities Act, and

shall not be subject to any stop order or proceeding (or threatened proceeding by the SEC) seeking a stop order with respect to the Form S-4 Registration
Statement.

 
(e)          The PharmAthene Bylaw Amendment shall have been approved at the PharmAthene Meeting.

 
Section 7.2           Conditions to Obligation of Theraclone to Effect the Merger. The obligation of Theraclone to effect the Merger is further subject to

the fulfillment of the following conditions:
 
(a)          The representations and warranties of PharmAthene and Merger Sub set forth in this Agreement (other than those contained in

Section 4.1(a), Section 4.2(a), Section 4.3(a), Section 4.3(b), Section 4.3(c), and Section 4.23 which are covered by the next succeeding sentence),
disregarding all qualifications and exceptions contained therein related to “materiality” or “PharmAthene Material Adverse Effect,” shall be true and correct
in all respects, in each case as of the date of this Agreement and as of the Closing Date, as though made on and as of the Closing Date (or, if given as of a
specific date, at and as of such date), except where the failure of such representations or warranties to be true and correct has not had and would not
reasonably be expected to have, individually or in the aggregate, a PharmAthene Material Adverse Effect. The representations and warranties set forth in
Section 4.1(a), Section 4.2(a), Section 4.3(a), Section 4.3(b), Section 4.3(c), and Section 4.11 shall be true and correct in all respects (except, in the case of
Section 4.3(a), Section 4.3(b) and Section 4.3(c), for such inaccuracies as are de minimis in the aggregate) as of the date hereof and as of the Closing Date, as
though made on and as of the Closing Date (or, if given as of a specific date, as of such date).

 
(b)          PharmAthene shall have delivered to Theraclone an Escrow Agreement between the Securityholders’ Representative,

PharmAthene, and the Escrow Agent (the “Escrow Agreement”), duly executed by PharmAthene, in the form agreed upon among Theraclone and the parties
thereto.

 
(c)          PharmAthene shall have in all material respects performed all obligations and complied with all the agreements required by this

Agreement to be performed or complied with by it prior to the Effective Time.
 
(d)          PharmAthene shall have delivered to Theraclone a certificate, dated the Effective Time and signed by its Chief Executive

Officer or another senior officer, certifying to the effect that the conditions set forth in Section 7.2(a), Section 7.3(c) and Section 7.3(f) have been satisfied.
 
(e)          PharmAthene shall have delivered to Theraclone a fully executed copy of the Board Composition Agreement, in the form

attached hereto as Exhibit 6, pursuant to which the PharmAthene Approving Stockholders have, among other things, agreed to vote all of the stock of
PharmAthene owned by such stockholders following the consummation of the Merger to designate Steve Gillis, Ph.D., Wende Hutton, Clifford J. Stocks,
Mitch Sayare, Ph.D., Eric I. Richman, Derace L. Schaffer, M.D., John M. Gill, and Brian A. Markison as members of the PharmAthene Board of Directors
(the “Board Composition Agreement”).
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(f)          Since the date hereof, no PharmAthene Material Adverse Effect shall have occurred.

 
Section 7.3           Conditions to Obligation of PharmAthene to Effect the Merger. The obligation of PharmAthene to effect the Merger is further

subject to the fulfillment of the following conditions:
 
(a)          The representations and warranties of Theraclone set forth in this Agreement (other than those contained in Section 3.1(a),

Section 3.2(a), Section 3.3(a), Section 3.16, and Section 3.17, which are covered by the next succeeding sentence), disregarding all qualifications and
exceptions contained therein related to “materiality” or “Theraclone Material Adverse Effect,” shall be true and correct in all respects, in each case as of the
date of this Agreement and as of the Closing Date, as though made on and as of the Closing Date (or, if given as of a specific date, at and as of such date),
except where the failure of such representations or warranties to be true and correct has not had and would not reasonably be expected to have, individually or
in the aggregate, a Theraclone Material Adverse Effect. The representations and warranties of Theraclone set forth in Section 3.1(a), Section 3.2(a), Section
3.3(a), Section 3.16, and Section 3.17 shall be true and correct in all respects (except, in the case of Section 3.2(a), for such inaccuracies as are de minimis in
the aggregate) as of the date hereof and as of the Closing Date, as though made on and as of the Closing Date (or, if given as of a specific date, as of such
date).

 
(b)          Theraclone shall have delivered to PharmAthene the Escrow Agreement, duly executed by Theraclone and the Securityholders’

Representative.
 
(c)          Theraclone shall have in all material respects performed all obligations and complied with all the agreements required by this

Agreement to be performed or complied with by it prior to the Effective Time.
 
(d)          Theraclone shall have delivered to PharmAthene a certificate, dated the Effective Time and signed by its Chief Executive

Officer or another senior officer, certifying to the effect that the conditions set forth in Section 7.3(a), Section 7.3(c) and Section 7.3(f) have been satisfied.
 
(e)          Theraclone shall have delivered to PharmAthene a fully executed copy of the Board Composition Agreement, in the form

attached hereto as Exhibit 6, pursuant to which the Approving Theraclone Stockholders have, among other things, agreed to vote all of the stock of
PharmAthene owned by such stockholders following the consummation of the Merger to designate Steve Gillis, Ph.D., Wende Hutton, Clifford J. Stocks,
Mitch Sayare, Ph.D., Eric I. Richman, Derace L. Schaffer, M.D., John M. Gill, and Brian A. Markison as members of the PharmAthene Board of Directors.

 
(f)          Since the date hereof, no Theraclone Material Adverse Effect shall have occurred.
 
(g)          No more than five percent (5%) of the total issued and outstanding shares of PharmAthene Common Stock have delivered

written demands for appraisal in accordance with the DGCL.
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(h)          All Theraclone Approvals shall have been obtained.
 
(i)          The Post-Closing Lock-Up Agreement shall continue to be in full force and effect at the Effective Time.
 
(j)          All $8,000,000 of capital committed to Theraclone pursuant to that certain Series B-1 Purchase Agreement has been delivered to

and deposited by Theraclone.
 
(k)          Theraclone shall have delivered to PharmAthene a FIRPTA Notification Letter addressed to PharmAthene, dated as of the

Closing Date, duly executed by Theraclone, satisfying each of the requirements of Treasury Regulations section 1.897-2(h) and (i) stating that Theraclone has
never been a “United States real property holding corporation,” as defined in section 897(c)(2) of the Code, and (ii) that no interest in Theraclone is a “United
States real property interest,” as defined in Section 897(c)(1) of the Code.

 
(l)          Theraclone shall have delivered to PharmAthene a notice to the IRS, satisfying each of the requirements of Treasury Regulation

section 1.897-2(h)(2), dated as of the Closing Date, executed by Theraclone, together with written authorization for the Surviving Subsidiary to deliver such
notice form to the IRS after the Effective Time.

 
ARTICLE VIII

TERMINATION
 
Section 8.1           Termination and Abandonment. Notwithstanding anything contained in this Agreement to the contrary, this Agreement may be

terminated and abandoned at any time prior to the Effective Time, and except as provided below, whether before or after receipt of the Theraclone
Stockholder Approval or the PharmAthene Stockholder Approval:

 
(a)          by the mutual written consent of Theraclone and PharmAthene;
 
(b)          by either PharmAthene or Theraclone if the Merger shall not have been consummated by January 31, 2014 (the “Outside

Closing Date Termination Right”); provided, however, that the right to terminate this Agreement under this Section 8.1(b) shall not be available to any party
hereto whose action or failure to act has been a principal cause of the failure of the Merger to occur on or before such date and such action or failure to act
constitutes a breach of this Agreement, provided, further, that, in the event that the SEC has not declared the Form S-4 Registration Statement effective under
the Securities Act by October 4, 2013, then either PharmAthene or Theraclone shall be entitled to extend the date for termination of this Agreement pursuant
to this Section 8.1(b) for an additional sixty (60) days; provided, further, that in no event shall PharmAthene be entitled to terminate this Agreement pursuant
to this Section 8.1(b) prior to such time at which a PharmAthene Meeting was held during which a quorum necessary to conduct the business of the
PharmAthene Meeting was present at all times;

 
(c)          by either Theraclone or PharmAthene if an injunction, order, decree or ruling of a Governmental Entity of competent jurisdiction

shall have been entered permanently restraining, enjoining or otherwise prohibiting the consummation of the Merger and such injunction shall have become
final and non-appealable (the “Transaction Prohibition Termination Right”); provided, however, that the right to terminate this Agreement under this Section
8.1(c) shall not be available to any party whose material breach of a representation, warranty, covenant or agreement in this Agreement has been a principal
cause of the entry of such final and non-appealable injunction, order, decree or ruling;
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(d)          by either PharmAthene or Theraclone if the PharmAthene Meeting (including any postponements or adjournments thereof) shall

have concluded and the PharmAthene Stockholder Approval shall not have been obtained (the “PharmAthene Stockholder Failure to Consent Termination
Right”); provided, however, that the right to terminate this Agreement under this Section 8.1(d)) shall not be available to PharmAthene where the failure to
obtain approval of the PharmAthene Stockholder Approval Matters at the PharmAthene Meeting is caused by any action or failure to act on the part of
PharmAthene that constitutes a breach of this Agreement;

 
(e)          by Theraclone, if PharmAthene shall have breached or failed to perform any of its representations, warranties, covenants or

agreements set forth in this Agreement or any of such representations and warranties shall have become untrue as of any date subsequent to the date of this
Agreement, which breach, failure to perform or untruth (i) would give rise to the failure of a condition set forth in Section 7.2(a) or Section 7.2(c) (assuming,
in the case of any untruth, that such subsequent date was the Closing Date) and (ii) is not capable of being cured prior to the Closing or, if capable of being
cured, shall not have been cured by PharmAthene by the 30th calendar day following receipt of written notice of such breach or failure to perform from
Theraclone (the “PharmAthene Breach Termination Right”); provided, however, that Theraclone shall not be entitled to terminate this Agreement under this
Section 8.1(e) if Theraclone is then in breach of its representations, warranties, covenants or agreements contained in this Agreement, which breach would
give rise to the failure of a condition to Closing set forth in Section 7.3(a) or Section 7.3(c) (assuming, in the case of any untruth, that such subsequent date
was the date of termination);

 
(f)          by Theraclone, if (i) the PharmAthene Board of Directors (or any committee thereof) shall have effected a PharmAthene

Recommendation Withdrawal or a Transaction Event Withdrawal, (ii) PharmAthene shall have failed to include the PharmAthene Recommendation in the
Proxy Statement, (iii) the PharmAthene Board of Directors (or any committee thereof) shall have recommended or approved any PharmAthene Takeover
Proposal, (iv) the PharmAthene Board of Directors shall have failed to publicly reaffirm the PharmAthene Recommendation within four (4) Business Days
following receipt of a written request by Theraclone to provide such reaffirmation following a PharmAthene Takeover Proposal or (v) PharmAthene shall
have otherwise breached Section 6.3 in any material respect (the “PharmAthene Recommendation Withdrawal Termination Right”);

 
(g)          by PharmAthene, if Theraclone shall have breached or failed to perform any of its representations, warranties, covenants or

agreements set forth in this Agreement or any of such representations and warranties shall have become untrue as of any date subsequent to the date of this
Agreement, which breach, failure to perform or untruth (i) would give rise to the failure of a condition set forth in Section 7.3(a) or Section 7.3(b) (assuming,
in the case of any untruth, that such subsequent date was the Closing Date) and (ii) is not capable of being cured prior to the Closing or, if capable of being
cured, shall not have been cured by Theraclone by the 30th calendar day following receipt of written notice of such breach or failure to perform from
PharmAthene (the “Theraclone Breach Termination Right”); provided, however, that PharmAthene shall not be entitled to terminate this Agreement under
this Section 8.1(g) if PharmAthene is then in breach of its representations, warranties, covenants or agreements contained in this Agreement, which breach
would give rise to the failure of a condition to Closing set forth in Section 7.2(a) or Section 7.2(c) (assuming, in the case of any untruth, that such subsequent
date was the date of termination); or

 
(h)          by PharmAthene (i) prior to the receipt of the PharmAthene Stockholder Approval, if the PharmAthene Board of Directors shall

have approved, and PharmAthene shall promptly following such termination enter into, a definitive agreement providing for a PharmAthene Superior
Proposal (the “PharmAthene Superior Proposal Termination Right”) or (ii) pursuant to a Transaction Event Withdrawal; provided, however, that
(i) PharmAthene shall have complied with the provisions of, the procedures set forth in and its obligations under Section 6.3(c) and Section 6.3(d); and
(ii) PharmAthene shall have immediately prior to such termination made the payment required by Section 8.2.
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Section 8.2           Effect of Termination.

 
(a)          If this Agreement is terminated by:

 
(i)          PharmAthene pursuant to its PharmAthene Superior Proposal Termination Right, PharmAthene shall pay, or cause to be

paid to Theraclone, immediately prior to such termination, cash in an amount equal to $3,500,000 (the “Tier 1 Breakup Fee”);
 
(ii)         Theraclone pursuant to the PharmAthene Recommendation Withdrawal Termination Right if the PharmAthene Board of

Directors has effected the Transaction Event Withdrawal, PharmAthene shall pay, or cause to be paid to Theraclone, promptly, and in any event no later than
three (3) Business Days following the date of such termination, cash in an amount equal to $4,500,000 (the “Tier 2 Breakup Fee”);

 
(iii)        PharmAthene pursuant to a Transaction Event Withdrawal, PharmAthene shall pay, or cause to be paid to Theraclone,

promptly, and in any event no later than three (3) Business Days following the date of such termination, the Tier 2 Breakup Fee;
 
(iv)        either PharmAthene or Theraclone pursuant to either the Outside Closing Date Termination Right or the PharmAthene

Stockholder Failure to Consent Termination Right and at any time prior to the PharmAthene Meeting a PharmAthene Takeover Proposal has been publicly
announced, disclosed, made, proposed or communicated and within nine (9) months after the date of the termination of this Agreement, PharmAthene enters
into an agreement or understanding (including a letter of intent) with respect to any PharmAthene Takeover Proposal which is subsequently consummated,
PharmAthene shall pay, or cause to be paid to Theraclone, no later than three (3) Business Days after consummation of such PharmAthene Takeover Proposal,
cash in an amount equal to the Tier 1 Breakup Fee;

 
(v)         either PharmAthene or Theraclone for any reason set forth in Section 8.1 above (including if Theraclone has terminated

pursuant to the PharmAthene Recommendation Withdrawal Termination Right because the PharmAthene Board of Directors has effected a Transaction Event
Withdrawal) other than the Theraclone Breach Termination Right or Transaction Prohibition Termination Right, PharmAthene shall pay, or cause to be paid to
Theraclone, promptly, and in any event no later than three (3) Business Days following the production of verifiable evidence therefor, cash in an amount equal
to the Termination Fee; and

 
(vi)        PharmAthene pursuant to its Theraclone Breach Termination Right, by either party pursuant to the Transaction Prohibition

Termination Right, or upon the mutual consent of the parties, PharmAthene shall not be required to pay the Tier 1 Breakup Fee, the Tier 2 Breakup Fee or
Termination Fee to Theraclone.

 
(b)          For the avoidance of doubt, in no event shall PharmAthene be required to pay the Termination Fee, the Tier 1 Breakup Fee or the

Tier 2 Breakup Fee on more than one occasion. Any such payment of a Termination Fee, Tier 1 Breakup Fee and/or Tier 2 Breakup Fee shall be made by wire
transfer of immediately available funds to an account designated in writing by Theraclone or, if no such account is designated, by bank check.
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(c)          If PharmAthene fails to pay when due any amount payable by PharmAthene under Section 8.2(a), then (i) PharmAthene shall

reimburse Theraclone for reasonable costs and expenses (including reasonable fees and disbursements of counsel) incurred in connection with the collection
of such overdue amount and the enforcement by Theraclone of its rights under this Section 8.2, and (ii) PharmAthene shall pay to Theraclone interest on such
overdue amount (for the period commencing as of the date such overdue amount was originally required to be paid and ending on the date such overdue
amount is actually paid to Theraclone in full) at a rate per annum equal to the “U.S. Prime Rate” (as published in the Wall Street Journal) in effect on the date
such overdue amount was originally required to be paid.

 
(d)          On any termination of this Agreement pursuant to Section 8.1, this Agreement shall terminate (except for the provisions of this

Section 8.2 and Section 9.3 through Section 9.13), and, subject to the payment of any amounts owing pursuant to this Section 8.2, and there shall be no other
liability on the part of Theraclone or PharmAthene to the other except as provided in the Confidentiality Agreement. Notwithstanding the foregoing, to the
extent that any termination of this Agreement results from the willful and material breach by a party of any representation or warranty or covenant set forth in
this Agreement, then such party shall be liable for any damages incurred or suffered by the other party as a result of such breach.

 
ARTICLE IX

MISCELLANEOUS
 
Section 9.1           Expenses. Except as otherwise explicitly set forth in Section 8.2 or elsewhere in this Agreement, whether or not the Merger is

consummated, all costs and expenses incurred in connection with the Merger, this Agreement and the transactions contemplated hereby shall be paid by the
party incurring or required to incur such expenses.

 
Section 9.2           Counterparts; Effectiveness. This Agreement may be executed in counterparts, each of which will constitute an original, with the

same effect as if the signatures thereto and hereto were upon the same instrument, and will become effective when one or more counterparts have been signed
by each of the parties and delivered (by facsimile, e-mail or otherwise) to the other parties.

 
Section 9.3           Governing Law. This Agreement will be governed by and construed in accordance with the laws of the State of Delaware, without

giving effect to any choice or conflict of law provision or rule (whether of the State of Delaware or any other jurisdiction) that would cause the application of
the laws of any jurisdiction other than the State of Delaware.

 
Section 9.4           Specific Performance; Jurisdiction; Enforcement. The parties agree that irreparable damage would occur if any of the provisions of

this Agreement were not performed in accordance with their specific terms or were otherwise breached. It is accordingly agreed that the parties shall be
entitled to an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the terms and provisions of this Agreement
exclusively in the Court of Chancery in the State of Delaware, or if (but only if) that court does not have subject matter jurisdiction over such action or
proceeding, in the United States District Court for the District of Delaware. In addition, each of the parties hereto irrevocably agrees that any legal action or
proceeding with respect to this Agreement and the rights and obligations arising hereunder, or for recognition and enforcement of any judgment in respect of
this Agreement and the rights and obligations arising hereunder brought by the other party hereto or its successors or assigns, shall be brought and determined
exclusively in the Court of Chancery in the State of Delaware, or if (but only if) that court does not have subject matter jurisdiction over such action or
proceeding, in the United States District Court for the District of Delaware. Each of the parties hereto hereby irrevocably submits with regard to any such
action or proceeding for itself and in respect of its property, generally and unconditionally, to the personal jurisdiction of the aforesaid courts and agrees that it
will not bring any action relating to this Agreement or any of the transactions contemplated by this Agreement in any court other than the aforesaid courts.
Each of the parties hereto hereby irrevocably waives, and agrees not to assert, by way of motion, as a defense, counterclaim or otherwise, in any action or
proceeding with respect to this Agreement, (a) any claim that it is not personally subject to the jurisdiction of the above-named courts for any reason other
than the failure to serve in accordance with this Section 9.4, (b) any claim that it or its property is exempt or immune from jurisdiction of any such court or
from any legal process commenced in such courts (whether through service of notice, attachment prior to judgment, attachment in aid of execution of
judgment, execution of judgment or otherwise) and (c) to the fullest extent permitted by the applicable law, any claim that (i) the suit, action or proceeding in
such court is brought in an inconvenient forum, (ii) the venue of such suit, action or proceeding is improper or (iii) this Agreement, or the subject matter of
this Agreement, may not be enforced in or by such courts.
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Section 9.5           WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO IRREVOCABLY WAIVES ANY AND ALL RIGHT TO

TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT.

 
Section 9.6           Notices. Any notice required to be given hereunder shall be sufficient if in writing, and sent by facsimile transmission (provided

that any notice received by facsimile transmission or otherwise at the addressee’s location on any Business Day after 5:00 p.m. (addressee’s local time) shall
be deemed to have been received at 9:00 a.m. (addressee’s local time) on the next Business Day), by reliable overnight delivery service (with proof of
service), hand delivery or certified or registered mail (return receipt requested and first-class postage prepaid), addressed as follows:

 
(a)          To PharmAthene or Merger Sub:

 
PharmAthene, Inc.
One Park Place
Suite #450
Annapolis, MD 21401
Telecopy: 410-269-2601
Attention: General Counsel
 
with a copy to:
 
Dentons US LLP
1221 Avenue of the Americas
New York, NY 10020-1089
Telecopy: (212) 768-7800
Attention:          Jeffrey A. Baumel, Esq.

    Stephan J. Mallenbaum, Esq.
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(b)          To Theraclone:

 
Theraclone Sciences, Inc.
Seattle Life Sciences Building
1124 Columbia Street, Suite 300
Seattle, WA 98104
Telecopy: 206-805-1699
Attention: Chief Executive Officer
 
with a copy to:
 
Fenwick & West LLP
1191 Second Avenue, 10th Floor
Seattle, WA 98101
Telecopy:          (206) 389-4511
Attention:          Stephen M. Graham

 
or to such other address as any party shall specify by written notice so given, and such notice shall be deemed to have been delivered as of the date so
telecommunicated, personally delivered or mailed. Any party to this Agreement may notify any other party of any changes to the address or any of the other
details specified in this paragraph; provided, however, that such notification shall only be effective on the date specified in such notice or five (5) business
days after the notice is given, whichever is later. Rejection or other refusal to accept or the inability to deliver because of changed address of which no notice
was given will be deemed to be receipt of the notice as of the date of such rejection, refusal or inability to deliver.

 
Section 9.7           Assignment; Binding Effect. Neither this Agreement nor any of the rights, interests or obligations hereunder may be assigned by

any of the parties hereto (whether by operation of law or otherwise) without the prior written consent of the other parties. Subject to the preceding sentence,
this Agreement is binding upon and inures to the benefit of the parties hereto and their respective successors and assigns.

 
Section 9.8           Severability. Any term or provision of this Agreement which is invalid or unenforceable in any jurisdiction will, as to that

jurisdiction, be ineffective to the extent of such invalidity or unenforceability without rendering invalid or unenforceable the remaining terms and provisions
of this Agreement and without rendering invalid or unenforceable any terms in any other jurisdiction. If any provision of this Agreement is so broad as to be
unenforceable, it is the parties’ intent that such provision will be interpreted to be only so broad as is enforceable.

 
Section 9.9           Entire Agreement; No Third-Party Beneficiaries. This Agreement (including the exhibits and schedules hereto) and the

Confidentiality Agreement constitute the entire agreement, and supersede all other prior agreements and understandings, both written and oral, between the
parties hereto, or any of them, with respect to the subject matter of this Agreement and thereof. This Agreement, except for Section 6.9, which is intended to
be for the benefit of the persons covered thereby and may be enforced by such persons, is not intended to and shall not confer upon any person other than the
parties hereto any rights or remedies hereunder. No representation, warranty, inducement, promise, understanding or condition not set forth in this Agreement
has been made or relied upon by any of the parties hereto.
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Section 9.10         Amendments; Waivers. At any time prior to the Effective Time, any provision of this Agreement may be amended or waived if,

and only if, such amendment or waiver is in writing and signed, in the case of an amendment, by Theraclone, PharmAthene and Merger Sub, or in the case of
a waiver, by the party against whom the waiver is to be effective; provided, however, that after receipt of the Theraclone Stockholder Approval, if any such
amendment or waiver shall by applicable Law or in accordance with the rules and regulations of NYSE MKT LLC require further approval of the
stockholders of Theraclone, the effectiveness of such amendment or waiver will be subject to the approval of the stockholders of Theraclone; provided,
further, however, that after the receipt of the PharmAthene Stockholder Approval, if any such amendment or waiver shall by applicable law or in accordance
with the rules and regulations of NYSE MKT LLC require further approval by the stockholders of PharmAthene, the effectiveness of such amendment or
waiver will be subject to the approval of the stockholders of PharmAthene. Notwithstanding the foregoing, no failure or delay by Theraclone or PharmAthene
in exercising any right hereunder will operate as a waiver thereof nor will any single or partial exercise thereof preclude any other or further exercise of any
other right hereunder.

 
Section 9.11         Headings. Headings of the Articles and sections of this Agreement are for convenience of the parties only and will be given no

substantive or interpretive effect whatsoever. The table of contents to this Agreement is for reference purposes only and will not affect in any way the
meaning or interpretation of this Agreement.

 
Section 9.12         Interpretation. When a reference is made in this Agreement to an Article or section, such reference shall be to an Article or section

of this Agreement unless otherwise indicated. Whenever the words “include,” “includes” or “including” are used in this Agreement, they will be deemed to be
followed by the words “without limitation.” The words “hereof,” “herein” and “hereunder” and words of similar import when used in this Agreement shall
refer to this Agreement as a whole and not to any particular provision of this Agreement. All terms defined in this Agreement will have those defined
meanings when used in any certificate or other document made or delivered pursuant hereto unless otherwise defined therein. The definitions contained in this
Agreement are applicable to the singular as well as the plural forms of such terms and to the masculine as well as to the feminine and neuter genders of such
term. Any agreement, instrument or statute defined or referred to herein or in any agreement or instrument that is referred to herein means such agreement,
instrument or statute as from time to time amended, modified or supplemented, including (in the case of agreements or instruments) by waiver or consent and
(in the case of statutes) by succession of comparable successor statutes and references to all attachments thereto and instruments incorporated therein. Each of
the parties has participated in the drafting and negotiation of this Agreement. If an ambiguity or question of intent or interpretation arises, this Agreement
must be construed as if it is drafted by all the parties, and no presumption or burden of proof will arise favoring or disfavoring any party by virtue of
authorship of any of the provisions of this Agreement. References in this Agreement to specific laws or to specific provisions of laws include all rules and
regulations promulgated thereunder. Any statute defined or referred to herein or in any agreement or instrument referred to herein means such statute as from
time to time amended, modified or supplemented, including by succession of comparable successor statutes.

 
Section 9.13         Definitions. As used in this Agreement (except as specifically otherwise defined):

 
(a)          “Acceptable PharmAthene Confidentiality Agreement” means a confidentiality agreement that contains confidentiality

provisions that are no less favorable in any material respect to PharmAthene than those contained in the Confidentiality Agreement and includes a “standstill”
provision;

 
(b)          “affiliates” mean, as to any person, any other person which, directly or indirectly, controls, or is controlled by, or is under

common control with, such person. As used in this definition, “control” (including, with its correlative meanings, “controlled by” and “under common control
with”) means the possession, directly or indirectly, of the power to direct or cause the direction of management or policies of a person, whether through the
ownership of securities or partnership or other ownership interests, by contract or otherwise;
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(c)          “Business Day” means any day other than a Saturday, Sunday or a day on which the banks in Delaware and New York are

authorized by law or executive order to be closed;
 
(d)          “Confidentiality Agreement” means that certain Confidentiality Agreement, dated as April 5th, 2013 by and between

PharmAthene and Theraclone;
 
(e)          “Environmental Law” means any Law relating to (i) the protection, preservation or restoration of the environment (including air,

water vapor, surface water, groundwater, drinking water supply, surface land, subsurface land, plant and animal life or any other natural resource) or (ii) the
exposure to, or the use, storage, recycling, treatment, generation, transportation, processing, handling, labeling, production, release or disposal of Hazardous
Substances;

 
(f)          “Escrow Shares” means such number of shares of PharmAthene Common Stock that comprise five percent (5%) of the Merger

Consideration.
 
(g)          “Form S-4 Registration Statement” shall mean the registration statement on Form S-4 to be filed with the SEC by PharmAthene

in connection with issuance of PharmAthene Common Stock in the Merger, as said registration statement may be amended prior to the time it is declared
effective by the SEC;

 
(h)          “Fully Diluted Equity” means (i) with respect to PharmAthene, the total number of shares of PharmAthene Common Stock then

issued and outstanding, (x) including the full conversion or exercise of all then outstanding options to purchase PharmAthene Common Stock and warrants to
purchase PharmAthene Common Stock, in each case, with an exercise price less than or equal to $2.50 per share of PharmAthene Common Stock, (y)
excluding all then outstanding options and warrants, in each case, with an exercise price greater than $2.50 per share of PharmAthene Common Stock and (y)
including all convertible securities and (ii) with respect to Theraclone, the total number of Theraclone Common Shares then issued and outstanding, including
full conversion or exercise of all then outstanding options and warrants and all convertible securities.

 
By way of example only, if, as of immediately prior to the Effective Time, there are 51,174,000 shares of PharmAthene Common Stock outstanding

and an aggregate of 8,047,000 options to purchase PharmAthene Common Stock and warrants PharmAthene Common Stock with exercise prices equal to or
less than $2.50 per share of PharmAthene Common Stock outstanding, then the “Fully Diluted Equity” with respect to PharmAthene is equal to 59,221,000,
which is the sum of 51,174,000 and 8,047,000. If Theraclone’s “Fully Diluted Equity” is equal to 51,687,000, then the “Exchange Ratio” is equal to
approximately 1.1458, which is the quotient obtained by dividing 59,221,000 by 51,687,000.

 
(i)          “GAAP” means accounting principles generally accepted in the United States;
 
(j)          “Hazardous Substance” means any substance presently listed, defined, designated or classified as hazardous, toxic, radioactive,

or dangerous, or otherwise regulated, under any Environmental Law. Hazardous Substance includes any substance to which exposure is regulated by any
Governmental Entity or any Environmental Law including any toxic waste, pollutant, contaminant, hazardous substance (including toxic mold), toxic
substance, hazardous waste, special waste, industrial substance or petroleum or any derivative or byproduct thereof, radon, radioactive material, asbestos, or
asbestos containing material, urea formaldehyde, foam insulation or polychlorinated biphenyls;
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(k)          “Indebtedness” means (A) all indebtedness for borrowed money (including the issuance of any debt security), (B) any other

indebtedness that is evidenced by a note, bond, mortgage debenture or similar instrument, (C) all obligations under capital leases, (D) all obligations in
respect of outstanding letters of credit and (E) all guarantee obligations with respect to the foregoing;

 
(l)          “Intellectual Property” means (i) patents, trademarks, service marks, trade names, domain names, copyrights, designs and trade

secrets, (ii) applications for and registrations of such patents, trademarks, service marks, trade names, domain names, copyrights and designs, (iii) processes,
formulae, methods, schematics, technology, know-how, computer software programs and applications, and (iv) other tangible or intangible proprietary or
confidential information and materials;

 
(m)          “knowledge” means (i) with respect to an individual, that such individual is actually aware of the relevant fact and (ii) with

respect to any person, that any officer of such person is actually aware of the relevant fact;
 
(n)          “Permitted Liens” means, as to any person, any Lien (A) for Taxes or governmental assessments, charges or claims of payment

not yet due or being contested in good faith and for which adequate accruals or reserves have been established, (B) that is a carriers’, warehousemen’s,
mechanics’, materialmen’s, repairmen’s, landlord’s or other similar lien arising in the ordinary course of business, (C) that is disclosed on the most recent
consolidated balance sheet of such person or notes thereto or securing liabilities reflected on such balance sheet, (D) that was incurred in the ordinary course
of business since the date of the most recent consolidated balance sheet of such person, (E) with respect to Leased Real Property, related to the rights of
tenants and subtenants under Real Property Leases and Real Property Subleases, including, without limitation, any right of first offer, right of first refusal or
options to purchase, (F) with respect to Leased Real Property, that is disclosed by any title commitment, any title policy, survey or other document made
available to either PharmAthene or Theraclone, as applicable, (G) that is a title exception, defect, encumbrance or other matter, whether or not of record,
which does not materially affect the continued use of the property for the purposes for which the property is currently being used by such person or a
Subsidiary of such person as of the date of this Agreement or (H) with respect to any Real Property Lease that affects the interest of the landlord thereunder,
which does not materially impair the value or use of such Real Property Lease;

 
(o)          “person” means an individual, a corporation, a partnership, a limited liability company, an association, a trust or any other entity,

group (as such term is used in section 13 of the Exchange Act) or organization, including a Governmental Entity, and any permitted successors and assigns of
such person;

 
(p)          “PharmAthene Material Adverse Effect” means any change, effect, event, occurrence or state of facts that, individually or in the

aggregate, is, or would reasonably be expected to be, (x) materially adverse to the assets, properties, business or financial condition or results of operations of
PharmAthene and its Subsidiaries, taken as a whole, but shall not include an effect arising from facts, circumstances, events or changes, (a) generally
affecting the pharmaceuticals industry in the United States or the economy or the financial or securities markets in the United States or elsewhere in the
world, including governmental, regulatory, social or political conditions or developments (including any outbreak or escalation of hostilities or acts of war,
whether or not pursuant to the declaration of a national emergency or war, or acts of terrorism), earthquakes, hurricanes, tsunamis, tornadoes, floods,
mudslides, wild fires or other natural disasters, weather conditions and other force majeure events in the United States or any other country or region in the
world or changes in interest rates, but, in each case, only to the extent such matters do not have a disproportionate impact on PharmAthene and its
Subsidiaries as compared to other participants in their industries or (b) to the extent resulting from (i) the announcement of, or compliance with, this
Agreement or the announcement of the transactions contemplated by this Agreement other than for purposes of Section 4.2 (and the condition contained in
Section 7.2(a) with respect thereto), (ii) changes in applicable Law or GAAP or interpretation thereof by a third party, (iii) changes, solely in and of
themselves, in the market price or trading volume of the PharmAthene Common Stock (it being understood that the cause of any such changes may be
deemed to constitute, in and of itself, a PharmAthene Material Adverse Effect and may be taken into consideration in determining whether a PharmAthene
Material Adverse Effect has occurred), (iv) the failure, in and of itself, of PharmAthene to meet any expected or projected financial or operating performance
target, but not any underlying cause of such failure (it being understood that the cause of any such failure may be deemed to constitute, in and of itself, a
PharmAthene Material Adverse Effect and may be taken into consideration in determining whether a PharmAthene Material Adverse Effect has occurred), or
(v) any legal proceedings made or brought by any of the stockholders of PharmAthene (on their own behalf or on behalf of PharmAthene) against
PharmAthene arising out of the Merger or in connection with any other transactions contemplated by this Agreement; or (y) prevent or materially delay the
performance by PharmAthene of any of its obligations under this Agreement or the consummation of the Merger or the other transactions contemplated by
this Agreement;
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(q)          “PharmAthene Stock Option” means options to purchase PharmAthene Common Stock;
 
(r)          “PharmAthene Superior Proposal” means an unsolicited, bona fide written PharmAthene Takeover Proposal, which proposal was

not the result of a breach of Section 6.3, made by a third party that is not an affiliate of PharmAthene on terms that the PharmAthene Board of Directors
reasonably determines, after consultation with PharmAthene’s outside financial advisor and its outside legal counsel, (x) is more favorable from a financial
point of view to PharmAthene’s stockholders than the Merger and the transactions contemplated hereby, (y) is reasonably likely to be completed and (z) that
failing to accept such proposal would be a breach of its fiduciary duties under applicable Law; in each case taking into account, in addition to any other
factors determined by the PharmAthene Board of Directors to be relevant, and (i) considering all timing, financial, legal, regulatory and other aspects of such
proposal, (ii) the identity of the person making such proposal (including reputation thereof), (iii) the other terms and conditions of such offer or proposal and
the implications thereof on the PharmAthene, including relevant legal, regulatory and other aspects of such offer or proposal deemed relevant by the
PharmAthene Board of Directors, and (iv) any proposal made by Theraclone in connection therewith or response thereto; provided, however, that any such
offer shall not be deemed to be a “PharmAthene Superior Proposal” if any financing required to consummate the transaction contemplated by such offer is not
committed and is not reasonably likely of being obtained by such third party as determined by the PharmAthene Board of Directors in its reasonable
judgment, or if the consummation of such transaction is contingent on any such financing being obtained;

 
(s)          “PharmAthene Takeover Proposal” means any proposal or offer from any person relating to any (A) direct or indirect acquisition

or purchase (including any sale, lease, exchange, transfer or license) of a business or assets that constitutes 50% or more of the net revenues, net income or the
assets of PharmAthene and its Subsidiaries on a consolidated basis, (B) direct or indirect acquisition or purchase of 50% or more of the equity capital stock of
PharmAthene or any of its Subsidiaries, (C) tender offer or exchange offer that if consummated would result in any person beneficially owning 50% of the
equity capital stock of PharmAthene or any of its Subsidiaries or (D) merger, consolidation, business combination, recapitalization, liquidation, dissolution or
similar transaction involving PharmAthene or any of its Subsidiaries, in each case that does not include Theraclone following the Merger contemplated by
this Agreement;

 
(t)          “Pro Rata Share” means a percentage equal to (i) the Merger Consideration payable to such Theraclone Stockholder divided by

(ii) the aggregate Merger Consideration.
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(u)          “Proxy Statement” means the letter to stockholders of PharmAthene, notice of meeting with respect to the PharmAthene

Meeting, proxy statement/prospectus, forms of proxy and any other proxy solicitation materials to be filed with the SEC and distributed to stockholders of
PharmAthene in connection with the Merger;

 
(v)         “Sarbanes-Oxley Act” means the Sarbanes-Oxley Act of 2002;
 
(w)          “SEC” means the U.S. Securities and Exchange Commission;
 
(x)          “Subsidiaries” of any party mean any corporation, partnership, association, trust or other form of legal entity of which (i) more

than 50% of the outstanding voting securities are on the date of this Agreement directly or indirectly owned by such party, or (ii) such party or any Subsidiary
of such party is a general partner (excluding partnerships in which such party or any Subsidiary of such party does not have a majority of the voting interests
in such partnership);

 
(y)          “Theraclone Material Adverse Effect” means any change, effect, event, occurrence or state of facts that, individually or in the

aggregate, is, or would reasonably be expected to be, (x) materially adverse to the assets, properties, business or financial condition or results of operations of
Theraclone, but shall not include an effect arising from facts, circumstances, events or changes, (a) generally affecting the pharmaceuticals industry in the
United States or the economy or the financial or securities markets in the United States or elsewhere in the world, including governmental, regulatory, social
or political conditions or developments (including any outbreak or escalation of hostilities or acts of war, whether or not pursuant to the declaration of a
national emergency or war, or acts of terrorism), earthquakes, hurricanes, tsunamis, tornadoes, floods, mudslides, wild fires or other natural disasters, weather
conditions and other force majeure events in the United States or any other country or region in the world or changes in interest rates, but, in each case, only
to the extent such matters do not have a disproportionate impact on Theraclone as compared to other participants in their industries or (b) to the extent
resulting from (i) the announcement of, or compliance with, this Agreement or the announcement of the transactions contemplated by this Agreement, other
than for purposes of Section 3.3 (and the condition contained in Section 7.3(a) with respect thereto), (ii) changes in applicable Law or GAAP or interpretation
thereof by a third party, (iii) the failure, in and of itself, of Theraclone to meet any expected or projected financial or operating performance target, but not any
underlying cause of such failure (it being understood that the cause of any such failure may be deemed to constitute, in and of itself, a Theraclone Material
Adverse Effect and may be taken into consideration in determining whether a Theraclone Material Adverse Effect has occurred), (iv) any legal proceedings
made or brought by any of the stockholders of Theraclone (on their own behalf or on behalf of Theraclone) against Theraclone or PharmAthene arising out of
the Merger or in connection with any other transactions contemplated by this Agreement; or (y) prevent or materially delay the performance by Theraclone of
any of its obligations under this Agreement or the consummation of the Merger or the other transactions contemplated by this Agreement;

 
(z)          “Theraclone Preferred Stock” means the Theraclone’s Series A-1 Convertible Preferred Stock and Series B-1 Convertible

Preferred Stock;
 
(aa)         “Theraclone Stock Incentive Plan” means Theraclone 2004 Stock Option Plan;
 
(bb)         “Theraclone Stock Option” means options to purchase Theraclone Common Shares;
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(cc)         “Theraclone Stockholder” or “Theraclone Stockholders” means, individually, all of the stockholders of Theraclone as of the

Closing Date and, collectively, all of the stockholders of Theraclone as of the Closing Date;
 
(dd)         “Theraclone Warrants” means warrants to purchase shares of capital stock of Theraclone;
 
(ee)         “Tax Law” means any Law related to Taxes;
 
(ff)         “Taxes” means (x) any and all domestic or non-U.S., federal, state, provincial, municipal, local or other charges in the nature of

taxes (together with any and all interest, penalties, additions to tax and additional amounts imposed with respect thereto) imposed by any Governmental
Entity, including taxes on or with respect to income, franchises, windfall or other profits, gross receipts, escheat, property, sales, use, capital stock, payroll,
employment, unemployment, social security, workers’ compensation or net worth, and taxes in the nature of excise, withholding, ad valorem or value added,
(y) all liability for the payment of any amounts of the type described in clause (x) as a result of successor liability or as a result of being a member of an
affiliated, consolidated, combined, unitary or aggregate group, and (z) all liability for the payment of any amounts as a result of being a party to any tax
sharing agreement or as a result of any express or implied obligation to indemnify any other person with respect to the payment of any amounts of the type
described in clause (x) or (y) and (ii) “Tax Return” means any return, report, claim for refund, or similar filing (including the attached schedules) required to
be filed with respect to Taxes, including any information return, statement, or declaration of estimated Taxes, and including any amendment thereof; and

 
(gg)         “Termination Fee” means the actual and verifiable out-of-pocket costs and expenses of Theraclone in connection with this

Agreement and the transactions contemplated hereby, not to exceed $1,000,000 in the aggregate.
 
Each of the following terms is defined on the page set forth opposite such term:
 

Term  Section
Acceptable PharmAthene Confidentiality Agreement  Section 9.13(a)
Approving Theraclone Stockholders  Recitals
Approving PharmAthene Stockholders  Recitals
affiliates  Section 9.13(b)
Agreement  Preamble
Authorizations  Section 3.22(b)
Board Change Date  Section 6.4(b)
Board Composition Agreement  Section 7.2(e)
Business Day  Section 9.13(c)
Cancelled Shares  Section 2.1(b)
Certificate of Merger  Section 1.3
Certificates  Section 2.2(a)
Certifications  Section 4.4(a)
Claiming Party  Section 5.6(a)
Closing  Section 1.2
Closing Date  Section 1.2
Code  Section 1.8
Commonly Controlled Entity  Section 3.8(a)
Confidentiality Agreement  Section 9.13(d)
Contract  Section 3.3(c)
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Term  Section
Converted Warrant  Section 2.1(h)(iv)
DGCL  Recitals
Deductible  Section 5.4(a)
Dissenting Shares  Section 2.1(f)(i)
Drug Laws  Section 3.22(a)
Effective Time  Section 1.3
Environmental Law  Section 9.13(e)
ERISA  Section 3.8(a)
Escrow Agent  Section 5.5(a)
Escrow Agreement  Section 7.2(b)
Escrow Dividends  Section 5.5(c)
Escrow Fund  Section 5.5(a)
Escrow Shares  Section 9.13(f)
Exchange Act  Section 3.3(b)
Exchange Agent  Section 2.2(a)
Exchange Fund  Section 2.2(a)
Exchange Ratio  Section 2.1(a)
FDA  Section 3.22(a)
FDCA  Section 3.22(a)
Fourth Theraclone Director  Section 6.13(b)
Form S-4 Registration Statement  Section 9.13(g)
Fully Diluted Equity  Section 9.13(h)
GAAP  Section 9.13(i)
GLP  Section 3.22(c)
Government Contract  Section 3.23(a)
Governmental Entity  Section 3.3(b)
Hazardous Substance  Section 9.13(j)
Indebtedness  Section 9.13(k)
Indemnification Cap  Section 5.4(b)
Indemnification Notice  Section 5.6(a)
Indemnification Notice Period  Section 5.6(a)
Indemnified Party  Section 6.9(a)
Indemnity Period  Section 5.3(a)
Intellectual Property  Section 9.13(l)
IRS  Section 3.8(b)
knowledge  Section 9.13(m)
Law  Section 3.6(a)
Laws  Section 3.6(a)
Leased Real Property  Section 3.15(b)
Lien  Section 3.12(f)
Losses  Section 5.1
Merger  Recitals
Merger Consideration  Section 2.1(a)
Merger Sub  Preamble
New Plans  Section 6.5(a)
Outside Closing Date Termination Right  Section 8.1(b)
Participating Employees  Section 6.5(a)
Permitted Liens  Section 9.13(n)
person  Section 9.13(o)
PHSA  Section 3.22(a)
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Term  Section
PharmAthene  Preamble
PharmAthene Affiliate Transactions  Section 4.20
PharmAthene Benefit Plans  Section 4.9(a)
PharmAthene Board Charters and Policies  Section 4.1(c)
PharmAthene Board Designee  Section 6.13(a)
PharmAthene Board of Directors  Recitals
PharmAthene Breach Termination Right  Section 8.1(e)
PharmAthene Bylaw Amendment  Section 6.4(b)
PharmAthene Charter Amendment  Section 4.24
PharmAthene Common Stock  Section 4.3(a)
PharmAthene Commonly Controlled Entity  Section 4.9(a)
PharmAthene Disclosure Schedule  ARTICLE IV
PharmAthene Governmental Contract  Section 4.22(a)
PharmAthene Indemnified Persons  Section 5.1
PharmAthene Intellectual Property  Section 4.15(b)
PharmAthene Key Employee  Section 4.14(f)
PharmAthene Material Adverse Effect  Section 9.13(p)
PharmAthene Material Contract  Section 4.18(a)(xix)
PharmAthene Meeting  Section 6.4(d)
PharmAthene Permits  Section 4.7(b)
PharmAthene Post-Signing Returns  Section 6.1(d)(i)
PharmAthene Products  Section 4.21(d)
PharmAthene Recommendation  Section 4.2(a)
PharmAthene Recommendation Withdrawal  Section 6.3(b)
PharmAthene Recommendation Withdrawal Termination Right  Section 8.1(f)
PharmAthene Real Property Subleases  Section 4.16(c)
PharmAthene SEC Documents  Section 4.4(a)
PharmAthene Stock  Section 2.1(a)
PharmAthene Stock Incentive Plan  Section 4.3(a)
PharmAthene Stock Option  Section 9.13(q)
PharmAthene Stockholder Approval  Section 4.24
PharmAthene Stockholder Approval Matters  Section 4.24
PharmAthene Superior Proposal  Section 9.13(r)
PharmAthene Superior Proposal Termination Right  Section 8.1(h)
PharmAthene Stockholder Failure to Consent Termination Right  Section 8.1(d)
PharmAthene Takeover Proposal  Section 9.13(s)
PharmAthene Third Party Intellectual Property  Section 4.15(b)
PharmAthene Voting Agreement  Recitals
Post-Closing Lock-Up Agreement  Recitals
Pro Rata Share  Section 9.13(t)
Proxy Statement  Section 9.13(u)
Real Property Leases  Section 3.15(b)
Real Property Subleases  Section 3.15(c)
Representatives  Section 6.2
S-4 Effective Date  Section 6.4(a)
Sarbanes-Oxley Act  Section 9.13(v)
SEC  Section 9.13(w)
Securities Act  Section 3.3(b)
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Term  Section
Securityholders’ Representative  Section 5.7(a)
SPD  Section 3.8(b)
Subsidiaries  Section 9.13(x)
Surviving Subsidiary  Section 1.1
tail  Section 6.9(b)
Theraclone  Preamble
Theraclone Affiliate Transactions  Section 3.21
Theraclone Approvals  Section 3.3(b)
Theraclone Balance Sheet  Section 3.4(a)
Theraclone Benefit Plans  Section 3.8(a)
Theraclone Board Designee  Section 6.13(a)
Theraclone Board of Directors  Recitals
Theraclone Breach Termination Right  Section 8.1(g)
Theraclone Bylaws  Section 3.1(c)
Theraclone Certificate of Incorporation  Section 3.1(c)
Theraclone Common Share  Section 2.1(a)
Theraclone Common Shares  Section 2.1(a)
Theraclone Defined Contribution Plan  Section 6.5(b)
Theraclone Disclosure Schedule  ARTICLE III
Theraclone Financial Statements  Section 3.4(a)
Theraclone Government Contract  Section 3.23(a)
Theraclone Intellectual Property  Section 3.14(b)
Theraclone Key Employee  Section 3.13(f)
Theraclone Material Adverse Effect  Section 9.13(y)
Theraclone Material Contracts  Section 3.18(a)
Theraclone Permits  Section 3.6(b)
Theraclone Post-Signing Returns  Section 6.1(e)(i)
Theraclone Preferred Shares  Section 3.2(a)
Theraclone Preferred Stock  Section 9.13(z)
Theraclone Products  Section 3.22(d)
Theraclone Recommendation  Section 3.3(a)
Theraclone Stock Incentive Plan  Section 9.13(aa)
Theraclone Stock Option  Section 9.13(bb)
Theraclone Stockholder  Section 9.13(cc)
Theraclone Stockholder Approval  Section 3.16
Theraclone Stockholder Approval Matters  Section 3.16
Theraclone Stockholder Written Consent  Section 6.4(c)
Theraclone Stockholders  Section 9.13(cc)
Theraclone Third Party Intellectual Property  Section 3.14(b)
Theraclone Unaudited Interim Balance Sheet  Section 3.4(a)
Theraclone Voting Agreement  Recitals
Theraclone Warrants  Section 9.13(dd)
Tax Law  Section 9.13(ee)
Tax Return  Section 9.13(ff)
Taxes  Section 9.13(ff)
Tier 1 Breakup Fee  Section 8.2(a)(i)
Tier 2 Breakup Fee  Section 8.2(a)(ii)
Termination Date  Section 6.1(a)
Termination Fee  Section 9.13(gg)
Third Party Claim  Section 5.6(a)
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Term  Section
Third Party Claim Notice  Section 5.6(a)
Transaction Event  Section 6.3(b)
Transaction Event Withdrawal  Section 6.3(b)
Transaction Prohibition Termination Right  Section 8.1(c)
WARN Act  Section 3.13(e)

  
(Signature page to follow.)
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed and delivered as of the date first above written.

 
 PHARMATHENE, INC.
   
 By: /s/ Eric I. Richman
  Name:  Eric I. Richman
  Title:  Chief Executive Officer

 
 TAURUS MERGER SUB, INC.
   
 By: /s/ Eric I. Richman
  Name:  Eric I. Richman
  Title:  Chief Executive Officer
 

[Signature page to Agreement and Plan of Merger]
 

 



 

 
IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed and delivered as of the date first above written.

 
 THERACLONE SCIENCES, INC.
   
 By: /s/ Clifford J. Stocks
  Name:  Clifford J. Stocks
  Title:    Chief Executive Officer
   
 SECURITYHOLDERS’ REPRESENTATIVE
  
 /s/ Steven Gillis, Ph.D.
 Steven Gillis, Ph.D.
 

[Signature page to Agreement and Plan of Merger]
 

 



 

 
ANNEX A

 
APPROVING THERACLONE SCIENCES, INC. STOCKHOLDERS

 
1. Clifford J. Stocks
2. Steven Gillis, Ph.D.
3. ARCH V Entrepreneurs Fund, L.P.
4. ARCH Venture Fund V, L.P.
5. Hutton Living Trust dated 12/10/96
6. Canaan VII L.P.
7. HealthCare Ventures, LLC
8. Dr. Wendye Robbins
9. MPM Asset Management Investors 2003 BVIII LLC
10. MPM BioVentures III, L.P.
11. MPM BioVentures GmbH & Co. Beteiligungs KG
12. MPM BioVentures III Parallel Fund, L.P.
13. MPM BioVentures III-QP, L.P.

 

 



 

 
ANNEX B

 
APPROVING PHARMATHENE, INC. STOCKHOLDERS

 
1. John M. Gill
2. Brian A. Markison
3. Joel McCleary
4. Eric I. Richman
5. Jeffrey W. Runge, M.D.
6. Mitchel Sayare, Ph.D.
7. Derace L. Schaffer, M.D.
8. Steven St. Peter, M.D.
9. Linda L. Chang
10. Francesca Cook
11. Wayne Morges, Ph.D.
12. Jordan Karp, J.D.

 

 

 



PHARMATHENE, INC. VOTING AND LOCK-UP AGREEMENT
 

This PHARMATHENE, INC. VOTING AND LOCK-UP AGREEMENT (this “Agreement”), dated as of July 31, 2013, is by and between,
Theraclone Sciences, Inc., a Delaware corporation (the “Company”), and each of the undersigned stockholders (each, a “Stockholder,” and, collectively, the
“Stockholders”) of PharmAthene, Inc., a Delaware corporation (“PharmAthene”), identified on the signature page hereto.

 
A. The Company, PharmAthene and Taurus Merger Sub, Inc., a Delaware corporation and direct, wholly owned subsidiary of PharmAthene

(“Merger Sub”) and Steven Gillis, Ph.D., solely in its capacity as the representative of the Theraclone Sciences, Inc. Stockholders, are entering into an
Agreement and Plan of Merger (as amended from time to time, the “Merger Agreement”), dated as of the date hereof, pursuant to which Merger Sub will
merge with and into the Company (the “Merger”), after which time the Company will be a direct, wholly owned subsidiary of PharmAthene;

 
B. As of the date hereof, each Stockholder is the Beneficial Owner (as defined below) of, and has the sole right to vote and dispose of, that number

of each class of the issued and outstanding capital stock of PharmAthene (the “PharmAthene Shares”) set forth opposite such Stockholder’s name on
Schedule A hereto; and

 
C. Concurrently with the entry by the Company, PharmAthene and Merger Sub into the Merger Agreement, and as a condition and inducement to the

willingness of the Company to enter into the Merger Agreement and incur the obligations set forth therein, the Company has required that the Stockholders
enter into this Agreement.

 
Accordingly, and in consideration of the foregoing and the mutual representations, warranties, covenants and agreements contained herein, the

parties hereto, intending to be legally bound, hereby agree as follows:
 

ARTICLE I.
Definitions

 
Capitalized terms used but not defined in this Agreement are used in this Agreement with the meanings given to such terms in the Merger

Agreement. In addition, for purposes of this Agreement:
 
“Affiliate” means, with respect to any specified person, a person who, at the time of determination, directly or indirectly through one or more

intermediaries, controls, or is controlled by, or is under common control with, such specified person. For purposes of this Agreement, with respect to a
Stockholder, “Affiliate” does not include PharmAthene and the persons that directly, or indirectly through one or more intermediaries, are controlled by
PharmAthene. For the avoidance of doubt, no officer or director of PharmAthene will be deemed an Affiliate of another officer or director of PharmAthene by
virtue of his or her status as an officer or director of PharmAthene.

 
“Beneficially Owned” or “Beneficial Ownership” with respect to any securities means having beneficial ownership of such securities (as

determined pursuant to Rule 13d-3 under the Exchange Act, disregarding the phrase “within 60 days” in paragraph (d)(1)(i) thereof), including pursuant to
any agreement, arrangement or understanding, whether or not in writing. Without duplicative counting of the same securities, securities Beneficially Owned
by a person include securities Beneficially Owned by (i) all Affiliates of such person, and (ii) all other persons with whom such person would constitute a
“group” within the meaning of Section 13(d) of the Exchange Act and the rules promulgated thereunder.

 
 
 

 



 

 
“Beneficial Owner” with respect to any securities means a person that has Beneficial Ownership of such securities.
 
“person” has the meaning ascribed thereto in the Merger Agreement.
 
“Subject Shares” means, with respect to a Stockholder, without duplication, (i) the PharmAthene Shares owned by such Stockholder on the date

hereof as described on Schedule A, (ii) any additional shares of PharmAthene acquired by such Stockholder, over which such Stockholder acquires Beneficial
Ownership from and after the date hereof, whether pursuant to existing stock option agreements, warrants or otherwise, and (iii) any shares into which the
PharmAthene Shares may be converted, exchanges or reclassified. Without limiting the other provisions of this Agreement, in the event that PharmAthene
changes the number of PharmAthene Shares issued and outstanding prior to the Termination Date as a result of a reclassification, stock split (including a
reverse stock split), stock dividend or distribution, combination, recapitalization, subdivision, or other similar transaction, the number of Subject Shares
subject to this Agreement will be equitably adjusted to reflect such change.

 
“Transfer” means, with respect to a security, the sale, transfer, pledge, hypothecation, encumbrance, assignment or disposition of such security or

the Beneficial Ownership thereof, and each option, agreement, arrangement or understanding, whether or not in writing, to effect any of the foregoing. As a
verb, “Transfer” has a correlative meaning.

 
ARTICLE II.

Covenants of Stockholders
 

2.1              Irrevocable Proxy. Concurrently with the execution of this Agreement, each Stockholder agrees to deliver to the Company a proxy in
the form attached hereto as Exhibit A (the “Proxy”), which will be irrevocable to the extent provided in Section 212 of the Delaware General Corporation
Law (the “DGCL”), with respect to the Subject Shares referred to therein.

 
2.2              Agreement to Vote.
 

(a)                Except in the case of a Pieces Recommendation Withdrawal or a Transaction Event Withdrawal, in which event each
Stockholder may vote as he, she or it determines in his, her or its discretion, each and every meeting of the stockholders of PharmAthene held prior
to the Termination Date (as defined in Article VI), however called, and at every adjournment or postponement thereof prior to the Termination Date,
or in connection with each and every written consent of, or any other action by, the stockholders of the Company given or solicited prior to the
Termination Date, each Stockholder will vote, or provide a consent with respect to, all of the Subject Shares entitled to vote or to consent thereon
(i) in favor of the adoption of the Merger Agreement, and any actions required in furtherance thereof, and (ii) against any amendment of
PharmAthene’s certificate of incorporation or bylaws or any other proposal or transaction involving PharmAthene, the effect of which amendment or
other proposal or transaction is to delay, impair, prevent or nullify the Merger or the transactions contemplated by the Merger Agreement or change
in any manner the voting rights of any capital stock of PharmAthene, and against any other action or agreement that would result in a breach in any
material respect of any covenant, representation or warranty or any other obligation or agreement of PharmAthene or its shareholders under the
Merger Agreement.

 
(b)               No Stockholder will enter into any agreement with any person (other than the Company) prior to the Termination Date (with

respect to periods prior to or after the Termination Date) directly or indirectly to vote, grant any proxy or give instructions with respect to the voting
of, the Subject Shares in respect of the matters described in Section 2.2 hereof, or the effect of which would be inconsistent with or violate any
provision contained in this Section 2.2. Any vote or consent (or withholding of consent) by any Stockholder that is not in accordance with this
Section 2.2 will be considered null and void, and the provisions of the Proxy will be deemed to take immediate effect.
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2.3              Revocation of Proxies; Cooperation. Each Stockholder agrees as follows:
 

(a)                Such Stockholder hereby represents and warrants that any proxies heretofore given in respect of the Subject Shares with
respect to the matters described in Section 2.2(a) hereof are not irrevocable, and such Stockholder hereby revokes any and all prior proxies with
respect to such Subject Shares as they relate to such matters. Prior to the Termination Date, such Stockholder will not directly or indirectly grant any
proxies or powers of attorney with respect to the matters set forth in Section 2.2(a) hereof (other than to the Company), deposit any of the Subject
Shares or enter into a voting agreement (other than this Agreement) with respect to any of the Subject Shares relating to any matter described in
Section 2.2(a).

 
(b)               Such Stockholder will provide any information reasonably requested by the Company or PharmAthene for any regulatory

application or filing sought for such transactions.
 

2.4              No Transfer of Subject Shares; Publicity. Each Stockholder agrees that:
 

(a)                It (i) will not Transfer or agree to Transfer any of the Subject Shares or, with respect to any matter described in Section 2.2(a),
grant any proxy or power-of-attorney with respect to any of the Subject Shares, (ii) will take all action reasonably necessary to prevent creditors in
respect of any pledge of the Subject Shares from exercising their rights under such pledge, and (iii) will not take any action that would make in a
material respect any of its representations or warranties contained herein untrue or incorrect or would have the effect of preventing or disabling such
Stockholder from performing any of its material obligations hereunder; provided, however, that Stockholder may (x) transfer shares to Affiliates or
charitable organizations, (y) if Stockholder is an individual, transfer the Subject Shares to any member of Stockholder’s immediate family, or to a
trust for the benefit of Stockholder or any member of Stockholder’s immediate family for estate planning purposes or for the purposes of personal
tax planning, and (z) transfer Subject Shares upon the death of Stockholder (any such transferee permitted under clause (w), (x), (y) and (z), a
“Permitted Transferee”); provided, further, that any such Transfer shall be permitted only if, as a precondition to such Transfer, the Permitted
Transferee agrees in writing to be bound by all of the terms of this Agreement.

 
(b)               Unless required by applicable Law or permitted by the Merger Agreement, such Stockholder will not, and will not authorize or

direct any of its Affiliates or Representatives to, make any press release or public announcement with respect to this Agreement or the Merger
Agreement or the transactions contemplated hereby or thereby, without the prior written consent of the Company in each instance.

 
ARTICLE III.

Representations, Warranties and Additional Covenants of Stockholders
 

Each Stockholder represents, warrants and covenants to the Company that:
 
3.1              Ownership. Such Stockholder is the sole Beneficial Owner and the record and legal owner of the Subject Shares identified opposite such

Stockholder’s name on Schedule A and such shares constitute all of the capital stock of PharmAthene Beneficially Owned by such Stockholder. Such
Stockholder has good and valid title to all of the Subject Shares, free and clear of all Liens, claims, options, proxies, voting agreements and security interests
and has the sole right to such Subject Shares and there are no restrictions on rights of disposition or other Liens pertaining to such Subject Shares. None of the
Subject Shares is subject to any voting trust or other contract with respect to the voting thereof, and no proxy, power of attorney or other authorization has
been granted with respect to any of such Subject Shares.
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3.2              Authority and Non-Contravention.
 

(a)                Such Stockholder has all necessary power and authority to execute and deliver this Agreement, to perform its obligations
hereunder and to consummate the transactions contemplated hereby. The execution and delivery of this Agreement by such Stockholder and the
consummation by such Stockholder of the transactions contemplated hereby have been duly and validly authorized by all necessary action, and no
other proceedings on the part of such Stockholder are necessary to authorize this Agreement or to consummate the transactions contemplated hereby.

 
(b)               Assuming due authorization, execution and delivery of this Agreement by the Company, this Agreement has been duly and

validly executed and delivered by such Stockholder and constitutes the legal, valid and binding obligation of such Stockholder, enforceable against
such Stockholder in accordance with its terms except (i) to the extent limited by applicable bankruptcy, insolvency or similar laws affecting
creditors’ rights and (ii) the remedy of specific performance and injunctive and other forms of equitable relief may be subject to equitable defenses
and to the discretion of the court before which any proceeding therefor may be brought.

 
(c)                Such Stockholder is not nor will it be required to make any filing with or give any notice to, or to obtain any consent from, any

person in connection with the execution, delivery or performance of this Agreement or obtain any permit or approval from any Governmental Entity
for any of the transactions contemplated hereby, except to the extent required by Section 13 or Section 16 of the Exchange Act and the rules
promulgated thereunder.

 
(d)               Neither the execution and delivery of this Agreement by such Stockholder nor the consummation of the transactions

contemplated hereby will directly or indirectly (whether with notice or lapse of time or both) (i) conflict with, result in any violation of or constitute
a default by such Stockholder under any mortgage, bond, indenture, agreement, instrument or obligation to which such Stockholder is a party or by
which it or any of the Subject Shares are bound, or violate any permit of any Governmental Entity, or any applicable Law to which such Stockholder,
or any of the Subject Shares, may be subject, or (ii) result in the imposition or creation of any Lien upon or with respect to any of the Subject Shares;
except, in each case, for conflicts, violations, defaults or Liens that would not individually or in the aggregate be reasonably expected to prevent or
materially impair or delay the performance by such Stockholder of its obligations hereunder.

 
(e)                Such Stockholder has sole voting power and sole power to issue instructions with respect to the matters set forth in Article II

hereof and sole power to agree to all of the matters set forth in this Agreement, in each case with respect to all of the Subject Shares, with no
limitations, qualifications or restrictions on such rights.

 
3.3              Total Shares. Except as set forth on Schedule A, no Stockholder is the Beneficial Owner of, and does not have (whether currently, upon

lapse of time, following the satisfaction of any conditions, upon the occurrence of any event or any combination of the foregoing) any right to acquire, any
PharmAthene Shares or any securities convertible into or exchangeable or exercisable for PharmAthene Shares. No Stockholder has any other interest in or
voting rights with respect to any PharmAthene Shares or any securities convertible into or exchangeable or exercisable for PharmAthene Shares.
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3.4              Reliance. Each Stockholder understands and acknowledges that the Company is entering into the Merger Agreement in reliance upon

Stockholders’ execution, delivery and performance of this Agreement.
 

ARTICLE IV.
Representations, Warranties and Covenants of the Company

 
The Company represents, warrants and covenants to Stockholders that:
 

(a)                The Company has all necessary corporate power and authority to execute and deliver this Agreement and to perform its
obligations hereunder. The execution and delivery by the Company of this Agreement and the consummation by the Company of the transactions
contemplated hereby have been duly and validly authorized by the Company and no other corporate proceedings on the part of the Company are
necessary to authorize this Agreement or to consummate the transactions contemplated hereby.

 
(b)               Assuming due authorization, execution and delivery of this Agreement by the Stockholders, this Agreement has been duly and

validly executed and delivered by the Company and constitutes the legal, valid and binding obligation of the Company, enforceable against the
Company in accordance with its terms, except (i) to the extent limited by applicable bankruptcy, insolvency or similar laws affecting creditors’ rights
and (ii) the remedy of specific performance and injunctive and other forms of equitable relief may be subject to equitable defenses and to the
discretion of the court before which any proceeding therefor may be brought.

 
ARTICLE V.

Dissenters’ Rights.
 

5.1              Stockholder agrees not to exercise any rights of appraisal or any dissenters’ rights that Stockholder may have (whether under applicable
Law or otherwise) or could potentially have or acquire in connection with the Merger.

 
ARTICLE VI.

Term and Termination
 

6.1              This Agreement will become effective upon its execution by the Stockholders and the Company. This Agreement will terminate upon the
earliest of (a) the Effective Time, (b) the termination of the Merger Agreement in accordance with Article VIII thereof, (c) written notice by the Company to
the Stockholders of the termination of this Agreement, or (d) any PharmAthene Recommendation Withdrawal or Transaction Event Withdrawal (the date of
the earliest of the events described in clauses (a), (b), (c), and (d), the “Termination Date”). Notwithstanding the foregoing, Article VII of this Agreement
shall survive any termination hereof.
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ARTICLE VII.

General Provisions
 

7.1              Action in Stockholder Capacity Only. Each Stockholder is entering into this Agreement solely in such Stockholder’s capacity as a
record holder and beneficial owner, as applicable, of the Subject Shares and not in such Stockholder’s capacity as a director or officer of PharmAthene.
Notwithstanding any asserted conflict, nothing herein will limit or affect any Stockholder’s ability to act as an officer or director of PharmAthene, including,
if Stockholder is a director of PharmAthene, its ability to vote in favor of a PharmAthene Recommendation Withdrawal or Transaction Event Withdrawal, or
to make any presentations to the PharmAthene Board of Directors or take any other action that he or she determines to be necessary or appropriate in his or
her discretion, without regard to this Agreement or any conflict of interest.

 
7.2              No Ownership Interest. Nothing contained in this Agreement will be deemed to vest in the Company or any of its Affiliates any direct

or indirect ownership or incidents of ownership of or with respect to the Subject Shares. All rights, ownership and economic benefits of and relating to the
Subject Shares will remain and belong to the Stockholders, and neither the Company nor any of its Affiliates will have any authority to manage, direct,
superintend, restrict, regulate, govern or administer any of the policies or operations of PharmAthene or exercise any power or authority to direct any
Stockholder in the voting of any of the Subject Shares, except as otherwise expressly provided herein or in the Merger Agreement.

 
7.3              Notices. All notices, consents, waivers and other communications under this Agreement must be in writing (including facsimile or

similar writing) and must be given:
 

If to the Company, to:
 
Theraclone Sciences, Inc.
Seattle Life Sciences Building
1124 Columbia Street, Suite 300
Seattle, WA 98104
Attention: Chief Executive Officer
Facsimile No: (206) 805-1699
 
with a copy (which will not constitute notice) to:
 
Fenwick & West LLP
1191 Second Avenue, 10th Floor
Seattle, WA 98101
Attention: Stephen M. Graham
Telecopy: (206) 389-4511
 
If to any Stockholder, to such Stockholder at its address set forth on Schedule A,
 

or such other address or facsimile number as a party may hereafter specify for the purpose by notice to the other parties hereto. Each notice, consent, waiver
or other communication under this Agreement will be effective only (a) if given by facsimile, when the facsimile is transmitted to the facsimile number
specified in this Section and the appropriate facsimile confirmation is received or (b) if given by overnight courier or personal delivery when delivered at the
address specified in this Section.
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7.4              Further Actions. Upon the request of any party to this Agreement, the other party will (a) furnish to the requesting party any additional
information, (b) execute and deliver, at their own expense, any other documents and (c) take any other actions as the requesting party may reasonably require
to more effectively carry out the intent of this Agreement. Each Stockholder hereby agrees that the Company and PharmAthene may publish and disclose in
the Form S-4 Registration Statement and Proxy Statement (including all documents and schedules filed with the SEC) such Stockholder’s identity and
ownership of Subject Shares and the nature of such Stockholder’s commitments, arrangements, and understandings under this Agreement and may further file
this Agreement as an exhibit to the Form S-4 Registration Statement or in any other filing made by the Company and/or PharmAthene with the SEC relating
to the Merger Agreement or the transactions contemplated thereby. Each Stockholder agrees to notify the Company promptly of any additional shares of
capital stock of PharmAthene of which such Stockholder becomes the record or beneficial owner after the date of this Agreement.

 
7.5              Entire Agreement and Modification. This Agreement, the Proxy and any other documents delivered by the parties in connection

herewith constitute the entire agreement among the parties with respect to the subject matter hereof and supersede all prior agreements and understandings,
both written and oral, between the parties with respect to its subject matter and constitute (along with the documents delivered pursuant to this Agreement) a
complete and exclusive statement of the terms of the agreement between the parties with respect to its subject matter. This Agreement may not be amended,
supplemented or otherwise modified except by a written document executed by the party against whose interest the modification will operate. The parties will
not enter into any other agreement inconsistent with the terms and conditions of this Agreement and the Proxy, or that addresses any of the subject matters
addressed in this Agreement and the Proxy.

 
7.6              Drafting and Representation. The parties agree that the terms and language of this Agreement were the result of negotiations between

the parties and, as a result, there will be no presumption that any ambiguities in this Agreement will be resolved against any party. Any controversy over
construction of this Agreement will be decided without regard to events of authorship or negotiation.

 
7.7              Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction will, as to such jurisdiction, be

ineffective to the extent of such prohibition or unenforceability without affecting the validity or enforceability of the remaining provisions hereof. Any such
prohibition or unenforceability in any jurisdiction will not invalidate or render unenforceable such provision in any other jurisdiction. If any provision of this
Agreement is so broad as to be unenforceable, the provision will be interpreted to be only so broad as is enforceable.

 
7.8              No Third-Party Rights. No Stockholder may assign any of its rights or delegate any of its obligations under this Agreement without the

prior written consent of the Company. The Company may not assign any of its rights or delegate any of its obligations under this Agreement with respect to
any Stockholder without the prior written consent of such Stockholder. This Agreement will apply to, be binding in all respects upon, and inure to the benefit
of each of the respective successors, personal or legal representatives, heirs, distributes, devisees, legatees, executors, administrators and permitted assigns of
any Stockholder and the successors and permitted assigns of the Company. Nothing expressed or referred to in this Agreement will be construed to give any
person, other than the parties to this Agreement, any legal or equitable right, remedy or claim under or with respect to this Agreement or any provision of this
Agreement except such rights as may inure to a successor or permitted assignee under this Section.

 
7.9              Enforcement of Agreement. Each Stockholder acknowledges and agrees that the Company could be damaged irreparably if any of the

provisions of this Agreement are not performed in accordance with their specific terms and that any breach of this Agreement by any Stockholder could not
be adequately compensated by monetary damages. Accordingly, each Stockholder agrees that, (a) it will waive, in any action for specific performance, the
defense of adequacy of a remedy at law, and (b) in addition to any other right or remedy to which the Company may be entitled, at law or in equity, the
Company will be entitled to enforce any provision of this Agreement by a decree of specific performance and to temporary, preliminary and permanent
injunctive relief to prevent breaches or threatened breaches of any of the provisions of this Agreement, without posting any bond or other undertaking.
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7.10          Waiver. The rights and remedies of the parties to this Agreement are cumulative and not alternative. Neither any failure nor any delay by

a party in exercising any right, power or privilege under this Agreement, the Proxy or any of the documents referred to in this Agreement will operate as a
waiver of such right, power or privilege, and no single or partial exercise of any such right, power or privilege will preclude any other or further exercise of
such right, power or privilege or the exercise of any other right, power or privilege. To the maximum extent permitted by applicable Law, (a) no claim or right
arising out of this Agreement, the Proxy or any of the documents referred to in this Agreement can be discharged by one party, in whole or in part, by a
waiver or renunciation of the claim or right unless in a written document signed by the other party, (b) no waiver that may be given by a party will be
applicable except in the specific instance for which it is given, and (c) no notice to or demand on one party will be deemed to be a waiver of any obligation of
that party or of the right of the party giving such notice or demand to take further action without notice or demand as provided in this Agreement, the Proxy or
the documents referred to in this Agreement.

 
7.11          Governing Law. This Agreement and all acts and transactions pursuant hereto and the rights and obligations of the parties hereto will be

governed by, construed under and enforced in accordance with the laws of the State of Delaware, without giving effect to principles of conflict or choice of
laws.

 
7.12          Consent to Jurisdiction. Any suit, action or proceeding seeking to enforce any provision of, or based on any matter arising out of or in

connection with, this Agreement, the Proxy or the transactions contemplated hereby or thereby will be brought exclusively in the United States District Court
for the District of Delaware or, if such court does not have jurisdiction over the subject matter of such proceeding or if such jurisdiction is not available, in the
Court of Chancery of the State of Delaware, County of New Castle, and each of the parties hereby consents to the exclusive jurisdiction of those courts (and
of the appropriate appellate courts therefrom) in any suit, action or proceeding and irrevocably waives, to the fullest extent permitted by applicable Law, any
objection which it may now or hereafter have to the laying of the venue of any suit, action or proceeding in any of those courts or that any suit, action or
proceeding which is brought in any of those courts has been brought in an inconvenient forum. Process in any suit, action or proceeding may be served on any
party anywhere in the world, whether within or without the jurisdiction of any of the named courts. Without limiting the foregoing, each party agrees that
service of process on it by notice as provided in Section 6.3 will be deemed effective service of process. EACH OF THE PARTIES HERETO HEREBY
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, ALL RIGHTS TO TRIAL BY JURY IN ANY ACTION,
PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON CONTRACT, TORT OR OTHERWISE) ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY.

 
7.13          Counterparts. This Agreement may be executed in any number of counterparts, each of which will be deemed to be an original, but all of

which, taken together, will constitute one and the same instrument. A facsimile or electronic copy of a party’s signature printed by a receiving facsimile
machine or printer (including signatures in Adobe PDF or similar format) shall be deemed an original signature for purposes hereof.
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7.14          Expenses. Except as otherwise provided in this Agreement, all costs and expenses incurred in connection with this Agreement and the

transactions contemplated hereby will be paid by the party incurring such expenses.
 
7.15          Headings; Construction. The headings contained in this Agreement are for reference purposes only and will not affect in any way the

meaning or interpretation of this Agreement. In this Agreement (a) words denoting the singular include the plural and vice versa, (b) ”it” or “its” or words
denoting any gender include all genders and (c) the word “including” means “including without limitation,” whether or not expressed.

 
[Signature page follows]
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IN WITNESS WHEREOF, the parties hereto have caused this PharmAthene Voting and Lock-Up Agreement to be duly executed as of the day and

year first above written.
 

THE COMPANY: THERACLONE SCIENCES, INC.
   
 By:           
  Name:
  Title:
   
STOCKHOLDERS:   
   
            
 John M. Gill
   
            
 Brian A. Markison
   
            
 Joel McCleary
   
            
 Eric I. Richman
   
            
 Jeffrey W. Runge, M.D.
   
                                             
 Mitchel Sayare, Ph.D.
   
            
 Derace L. Schaffer, M.D.
  
  
 Steven St. Peter, M.D.
  

[Signature Page to Voting and Lock-Up Agreement]
 
 

 



 

 
            
 Linda L. Chang
   
            
 Francesca Cook
   
                                             
 Wayne Morges, Ph.D.
   
            
 Jordan Karp, J.D.

 
[Signature Page to Voting and Lock-Up Agreement]

 

 



 

 
 

SCHEDULE A
 

STOCKHOLDERS
 

NAME AND
ADDRESS OF STOCKHOLDERS  

PHARMATHENE SHARES
BENEFICIALLY OWNED  

John M. Gill   152,759  
     
Brian A. Markison   40,000  
     
Joel McCleary   288,559  
     
Eric I. Richman   1,098,183  
     
Jeffrey W. Runge, M.D.   117,700  
     
Mitchel Sayare, Ph.D.   155,414  
     
Derace L. Schaffer, M.D.   1,261,043  
     
Steven St. Peter, M.D.   20,000  
     
Linda L. Chang   87,500  
     
Francesca Cook   370,843  
     
Wayne Morges, Ph.D.   N/A  
     
Jordan Karp, J.D.   392,371  
 
 

 



 

 
EXHIBIT A

 
IRREVOCABLE PROXY

 
From and after the date hereof and until the Termination Date (as defined below), on which date this proxy will terminate and be of no further force

or effect, the undersigned stockholder (“Stockholder”) of PharmAthene, Inc., a Delaware corporation (“PharmAthene”), hereby irrevocably (to the full extent
permitted by Section 212 of the Delaware General Corporation Law) grants to, and appoints, Theraclone Sciences, Inc., a Delaware corporation (the
“Company”), and any designee of the Company, and each of them individually, as the sole and exclusive attorney and proxy of the undersigned, with full
power of substitution and re-substitution, to vote the Subject Shares (as defined in the Voting Agreement) of the Stockholder, or grant a consent or approval in
respect of the Subject Shares of the Stockholder, in a manner consistent with Section 2.2 of the Voting Agreement (as defined below). Upon the undersigned’s
execution of this Proxy, any and all prior proxies given by the undersigned with respect to any Subject Shares relating to the voting rights expressly provided
herein are hereby revoked and the undersigned agrees not to grant any subsequent proxies with respect to the Subject Shares relating to such voting rights at
any time prior to the Termination Date, on which date this proxy will terminate and be of no further force or effect.

 
This Proxy is irrevocable, is coupled with an interest and is granted pursuant to that certain PharmAthene Voting and Lock-Up Agreement (as

amended from time to time, the “Voting Agreement”) of even date herewith, by and among the Company and Stockholder, and is granted in consideration of
the Company entering into the Merger Agreement (as defined in the Voting Agreement). As used herein, the term “Termination Date,” and all capitalized
terms used herein and not otherwise defined, will have the meanings set forth in the Voting Agreement. The Stockholder agrees that this proxy will be
irrevocable until the Termination Date, on which date this proxy will terminate and be of no further force or effect, and is coupled with an interest
sufficient at law to support an irrevocable proxy and given to the Company as an inducement to enter into the Merger Agreement and, to the extent
permitted under applicable law, will be valid and binding on any person to whom Stockholder may transfer any of his, her or its Subject Shares in
breach of the Voting Agreement. The Stockholder hereby ratifies and confirms all that such irrevocable proxy may lawfully do or cause to be done by virtue
hereof.

 
The attorneys and proxies named above, and each of them, are hereby authorized and empowered by the undersigned, at any time prior to the

Termination Date, on which date this proxy will terminate and be of no further force or effect, to act as the undersigned’s attorney and proxy to vote the
Subject Shares, and to exercise all voting and other rights of the undersigned with respect to the Subject Shares (including, without limitation, the power to
execute and deliver written consents pursuant to Section 228 of the Delaware General Corporation Law), at every annual, special or adjourned meeting of the
stockholders of the Company and in every written consent in lieu of such meeting in a manner consistent with Section 2.2 of the Voting Agreement.

 
This Proxy will be binding upon the heirs, estate, executors, personal representatives, successors and assigns of Stockholder (including any

transferee of any of the Subject Shares), and all authority herein conferred or agreed to be conferred will survive the death or incapacity of the Stockholder.
 

 



 

 
 
If any provision of this Proxy or any part of any such provision is held under any circumstances to be invalid or unenforceable in any jurisdiction,

then (a) such provision or part thereof will, with respect to such circumstances and in such jurisdiction, be deemed amended to conform to applicable laws so
as to be valid and enforceable to the fullest possible extent, (b) the invalidity or unenforceability of such provision or part thereof under such circumstances
and in such jurisdiction will not affect the validity or enforceability of such provision or part thereof under any other circumstances or in any other
jurisdiction, and (c) the invalidity or unenforceability of such provision or part thereof will not affect the validity or enforceability of the remainder of such
provision or the validity or enforceability of any other provision of this Proxy. Each provision of this Proxy is separable from every other provision of this
Proxy, and each part of each provision of this Proxy is separable from every other part of such provision.

 
Dated: ______________, 2013
 
 
  
 Name:
 
 

 



 
THERACLONE VOTING AND LOCK-UP AGREEMENT

 
This THERACLONE VOTING AND LOCK-UP AGREEMENT (this “Agreement”), dated as of July 31, 2013, is by and between, PharmAthene,

Inc., a Delaware corporation (the “Company”), and each of the undersigned stockholders (each, a “Stockholder,” and, collectively, the “Stockholders”) of
Theraclone Sciences, Inc., a Delaware corporation (“Theraclone”), identified on the signature page hereto.

 
A.           The Company, Theraclone and Taurus Merger Sub, Inc., a Delaware corporation and direct, wholly owned subsidiary of the Company

(“Merger Sub”) and Steven Gillis, Ph.D., solely in its capacity as the representative of the Theraclone Stockholders, are entering into an Agreement and Plan
of Merger (as amended from time to time, the “Merger Agreement”), dated as of the date hereof, pursuant to which Merger Sub will merge with and into
Theraclone (the “Merger”), after which time Theraclone will be a direct, wholly owned subsidiary of the Company;

 
B.           As of the date hereof, each Stockholder is the Beneficial Owner (as defined below) of, and has the sole (subject to applicable community

property laws) right to vote and dispose of, that number of each class of the issued and outstanding capital stock (the “Theraclone Shares”) of Theraclone set
forth opposite such Stockholder’s name on Schedule A hereto; and

 
C.           Concurrently with the entry by the Company, Theraclone and Merger Sub into the Merger Agreement, and as a condition and inducement to

the willingness of the Company to enter into the Merger Agreement and incur the obligations set forth therein, the Company has required that the
Stockholders enter into this Agreement.

 
Accordingly, and in consideration of the foregoing and the mutual representations, warranties, covenants and agreements contained herein, the

parties hereto, intending to be legally bound, hereby agree as follows:
 

ARTICLE I.
Definitions

 
Capitalized terms used but not defined in this Agreement are used in this Agreement with the meanings given to such terms in the Merger

Agreement. In addition, for purposes of this Agreement:
 
“Affiliate” means, with respect to any specified person, a person who, at the time of determination, directly or indirectly through one or more

intermediaries, controls, or is controlled by, or is under common control with, such specified person. For purposes of this Agreement, with respect to a
Stockholder, “Affiliate” does not include Theraclone and the persons that directly, or indirectly through one or more intermediaries, are controlled by
Theraclone. For the avoidance of doubt, no officer or director of Theraclone will be deemed an Affiliate of another officer or director of Theraclone by virtue
of his or her status as an officer or director of Theraclone.

 
“Beneficially Owned” or “Beneficial Ownership” with respect to any securities means having beneficial ownership of such securities (as

determined pursuant to Rule 13d-3 under the Exchange Act, disregarding the phrase “within 60 days” in paragraph (d)(1)(i) thereof), including pursuant to
any agreement, arrangement or understanding, whether or not in writing. Without duplicative counting of the same securities, securities Beneficially Owned
by a person include securities Beneficially Owned by (i) all Affiliates of such person, and (ii) all other persons with whom such person would constitute a
“group” within the meaning of Section 13(d) of the Exchange Act and the rules promulgated thereunder.

 

 



 

 
“Beneficial Owner” with respect to any securities means a person that has Beneficial Ownership of such securities.
 
“person” has the meaning ascribed thereto in the Merger Agreement.
 
“Subject Shares” means, with respect to a Stockholder, without duplication, (i) the Theraclone Shares owned by such Stockholder on the date

hereof as described on Schedule A, (ii) any additional shares of Theraclone acquired by such Stockholder, over which such Stockholder acquires Beneficial
Ownership from and after the date hereof, whether pursuant to existing stock option agreements, warrants or otherwise, and (iii) any shares into which the
Theraclone Shares may be converted, exchanges or reclassified. Without limiting the other provisions of this Agreement, in the event that Theraclone changes
the number of Theraclone Shares issued and outstanding prior to the Expiration Date (as defined below) as a result of a reclassification, stock split (including
a reverse stock split), stock dividend or distribution, combination, recapitalization, subdivision, or other similar transaction, the number of Subject Shares
subject to this Agreement will be equitably adjusted to reflect such change.

 
“Transfer” means, with respect to a security, the sale, transfer, pledge, hypothecation, encumbrance, assignment or disposition of such security or

the Beneficial Ownership thereof, and each option, agreement, arrangement or understanding, whether or not in writing, to effect any of the foregoing. As a
verb, “Transfer” has a correlative meaning.

 
ARTICLE II.

Covenants of Stockholders
 
2.1         Irrevocable Proxy. Concurrently with the execution of this Agreement, each Stockholder agrees to deliver to the Company a proxy in the

form attached hereto as Exhibit A (the “Proxy”), which will be irrevocable to the extent provided in Section 212 of the Delaware General Corporation Law,
with respect to the Subject Shares referred to therein.

 
2.2         Agreement to Vote.

 
(a)          At each and every meeting of the stockholders of Theraclone held prior to the Expiration Date, however called, and at every

adjournment or postponement thereof prior to the Expiration Date, or in connection with each and every written consent of, or any other action by,
the stockholders of Theraclone given or solicited prior to the Expiration Date, each Stockholder will vote, or provide a consent with respect to, all of
the Subject Shares entitled to vote or to consent thereon (i) in favor of the adoption of the Merger Agreement and any actions required in furtherance
thereof, (ii) in favor of the approval of the conversion of all outstanding shares of Theraclone Preferred Stock into Theraclone Common Shares on a
1:1 basis (as of immediately prior to the Effective Time and contingent upon the Merger occurring) pursuant to Theraclone’ Restated Certificate of
Incorporation, (iii) against any other proposal or transaction involving Theraclone, the effect of which amendment or other proposal or transaction is
to delay, impair, prevent or nullify the Merger or the transactions contemplated by the Merger Agreement, (iv) against any amendment of
Theraclone’s certificate of incorporation or bylaws that changes in any manner the voting rights of any capital stock of Theraclone (other than the
conversion of Theraclone Preferred Stock into Theraclone Common Shares), and (v) against any other action or agreement that would result in a
breach in any material respect of any covenant, representation or warranty of the Merger Agreement.

 

 



 

 
(b)          No Stockholder will enter into any agreement with any person (other than the Company) prior to the Expiration Date (with respect

to periods prior to or after the Expiration Date) directly or indirectly to vote, grant any proxy or give instructions with respect to the voting of, the
Subject Shares in respect of the matters described in Section 2.2 hereof, or the effect of which would be inconsistent with or violate any provision
contained in this Section 2.2. Any vote or consent (or withholding of consent) by any Stockholder that is not in accordance with this Section 2.2 will
be considered null and void, and the provisions of the Proxy will be deemed to take immediate effect.
 
2.3         Revocation of Proxies; Cooperation. Each Stockholder agrees as follows:

 
(a)          Such Stockholder hereby represents and warrants that any proxies heretofore given in respect of the Subject Shares with respect to

the matters described in Section 2.2(a) hereof are not irrevocable, and such Stockholder hereby revokes any and all prior proxies with respect to such
Subject Shares as they relate to such matters. Prior to the Expiration Date, such Stockholder will not directly or indirectly grant any proxies or
powers of attorney with respect to the matters set forth in Section 2.2(a) hereof (other than to the Company), deposit any of the Subject Shares or
enter into a voting agreement (other than this Agreement) with respect to any of the Subject Shares relating to any matter described in Section 2.2(a).

 
(b)          Such Stockholder will provide any information reasonably requested by the Company or Theraclone for any regulatory application

or filing sought for such transactions.
 
2.4         No Transfer of Subject Shares; Publicity. Each Stockholder agrees that:

 
(a)          It (i) will not Transfer or agree to Transfer any of the Subject Shares or, with respect to any matter described in Section 2.2(a),

grant any proxy or power-of-attorney with respect to any of the Subject Shares, (ii) will take all action reasonably necessary to prevent creditors in
respect of any pledge of the Subject Shares from exercising their rights under such pledge, and (iii) will not take any action that would make in a
material respect any of its representations or warranties contained herein untrue or incorrect or would have the effect of preventing or disabling such
Stockholder from performing any of its material obligations hereunder; provided, however, that Stockholder may (w) transfer shares to Affiliates or
charitable organizations, (x) if Stockholder is a private equity fund and/or venture capital fund, distribute Subject Shares to its partners, members and
equity holders, (y) if Stockholder is an individual, transfer the Subject Shares to any member of Stockholder’s immediate family, or to a trust for the
benefit of Stockholder or any member of Stockholder’s immediate family for estate planning purposes or for the purposes of personal tax planning,
and (z) transfer Subject Shares upon the death of Stockholder (any such transferee permitted under clause (w), (x), (y) and (z), a “Permitted
Transferee”); provided, further, that any such Transfer shall be permitted only if, as a precondition to such Transfer, the Permitted Transferee agrees
in writing to be bound by all of the terms of this Agreement, and provided, further, if Stockholder is a holder of shares of Theraclone Preferred
Stock, Stockholder may exchange such shares of Theraclone Preferred Stock for Theraclone Common Shares upon the conversion or deemed
conversion of such shares of Theraclone Preferred Stock, which Theraclone Common Shares issued as a result of such conversion will be deemed
Subject Shares hereunder; and provided further, that any such Transfer shall be permitted only if made in compliance with applicable securities laws.

 
(b)          Unless required by applicable Law or permitted by the Merger Agreement, such Stockholder will not, and will not authorize or

direct any of its Affiliates or Representatives to, make any press release or public announcement with respect to this Agreement or the Merger
Agreement or the transactions contemplated hereby or thereby, without the prior written consent of the Company in each instance.

 

 



 

 
ARTICLE III.

Representations, Warranties and Additional Covenants of Stockholders
 
Each Stockholder represents, warrants and covenants to the Company that:
 
3.1         Ownership. Such Stockholder is the sole Beneficial Owner and the record and legal owner of the Subject Shares identified opposite such

Stockholder’s name on Schedule A and such shares constitute all of the capital stock of Theraclone Beneficially Owned by such Stockholder. Such
Stockholder has good and valid title to all of the Subject Shares, free and clear of all Liens, written claims, options, proxies, voting agreements and security
interests and has the sole right to such Subject Shares and there are no restrictions on rights of disposition or other Liens pertaining to such Subject Shares.
Except pursuant to (i) that certain Fourth Amended and Restated Stockholders Agreement, dated as of March 11, 2013, between Theraclone and certain
holders of its capital stock (the “Stockholders’ Agreement”), the terms of which Partnership Agreement do not conflict with the terms hereof or the
obligations of such Stockholder hereunder, and/or (ii) if Stockholder is a partnership, limited partnership, a limited liability company or similar entity, the
rights and interests of persons and entities that own partnership interests, units or other equity interests in Stockholder under the partnership agreement,
limited partnership agreement, operating agreement or other governing document governing Stockholder and applicable Law) (a “Partnership Agreement”),
the terms of which Partnership Agreement do not conflict with the terms hereof or the obligations of such Stockholder hereunder, none of the Subject Shares
is subject to any voting trust or other contract with respect to the voting thereof, and no proxy, power of attorney or other authorization has been granted with
respect to any of such Subject Shares.

 
3.2         Authority and Non-Contravention.

 
(a)          Such Stockholder has all necessary power and authority to execute and deliver this Agreement, to perform its obligations

hereunder and to consummate the transactions contemplated hereby, including under any Partnership Agreement. If Stockholder is an entity, the
execution and delivery of this Agreement by such Stockholder and the consummation by such Stockholder of the transactions contemplated hereby
have been duly and validly authorized by all necessary action, including under any Partnership Agreement, and no other proceedings on the part of
such Stockholder are necessary to authorize this Agreement or to consummate the transactions contemplated hereby.

 
(b)          Assuming due authorization, execution and delivery of this Agreement by the Company, this Agreement has been duly and validly

executed and delivered by such Stockholder and constitutes the legal, valid and binding obligation of such Stockholder, enforceable against such
Stockholder in accordance with its terms except (i) to the extent limited by applicable bankruptcy, insolvency or similar laws affecting creditors’
rights and (ii) the remedy of specific performance and injunctive and other forms of equitable relief may be subject to equitable defenses and to the
discretion of the court before which any proceeding therefor may be brought.

 
(c)          Such Stockholder is not nor will it be required to make any filing with or give any notice to, or to obtain any consent from, any

person in connection with the execution, delivery or performance of this Agreement or obtain any permit or approval from any Governmental Entity
for any of the transactions contemplated hereby, except to the extent required by Section 13 or Section 16 of the Exchange Act and the rules
promulgated thereunder.

 

 



 

 
(d)          Neither the execution and delivery of this Agreement by such Stockholder nor the consummation of the transactions contemplated

hereby will directly or indirectly (whether with notice or lapse of time or both) (i) conflict with, result in any violation of or constitute a default by
such Stockholder under any mortgage, bond, indenture, agreement, instrument or obligation to which such Stockholder is a party or by which it or
any of the Subject Shares are bound, or violate any permit of any Governmental Entity, or any applicable Law to which such Stockholder, or any of
the Subject Shares, may be subject, or (ii) result in the imposition or creation of any Lien upon or with respect to any of the Subject Shares; except,
in each case, for conflicts, violations, defaults or Liens that would not individually or in the aggregate be reasonably expected to prevent or
materially impair or delay the performance by such Stockholder of its obligations hereunder.

 
(e)          Subject to applicable community property laws, such Stockholder has sole voting power and sole power to issue instructions with

respect to the matters set forth in Article II hereof and sole power to agree to all of the matters set forth in this Agreement, in each case with respect
to all of the Subject Shares, with no limitations, qualifications or restrictions on such rights.
 
3.3         Total Shares. Except as set forth on Schedule A, no Stockholder is the Beneficial Owner of, and does not have (whether currently, upon

lapse of time, following the satisfaction of any conditions, upon the occurrence of any event or any combination of the foregoing) any right to acquire, any
Theraclone Shares or any securities convertible into or exchangeable or exercisable for Theraclone Shares. Except as set forth in the Stockholders’ Agreement
and/or in a Partnership Agreement, no Stockholder has any other interest in or voting rights with respect to any Theraclone Shares or any securities
convertible into or exchangeable or exercisable for Theraclone Shares.

 
3.4         Reliance. Each Stockholder understands and acknowledges that the Company is entering into the Merger Agreement in reliance upon

Stockholders’ execution, delivery and performance of this Agreement.
 
3.5         Marital Status. Each married Stockholder shall cause his or her spouse to execute and deliver to the Company a Spousal Consent in the

form of that attached hereto, and should any other Stockholder hereafter become married, such Stockholder shall promptly cause his or her spouse to execute
and deliver to the Company a Spousal Consent in such form.

 
ARTICLE IV.

Representations, Warranties and Covenants of the Company
 
The Company represents, warrants and covenants to Stockholders that:

 
(a)          The Company has all necessary corporate power and authority to execute and deliver this Agreement and to perform its obligations

hereunder. The execution and delivery by the Company of this Agreement and the consummation by the Company of the transactions contemplated
hereby have been duly and validly authorized by the Company and no other corporate proceedings on the part of the Company are necessary to
authorize this Agreement or to consummate the transactions contemplated hereby.

 
(b)          Assuming due authorization, execution and delivery of this Agreement by the Stockholders, this Agreement has been duly and

validly executed and delivered by the Company and constitutes the legal, valid and binding obligation of the Company, enforceable against the
Company in accordance with its terms, except (i) to the extent limited by applicable bankruptcy, insolvency or similar laws affecting creditors’ rights
and (ii) the remedy of specific performance and injunctive and other forms of equitable relief may be subject to equitable defenses and to the
discretion of the court before which any proceeding therefor may be brought.

 

 



 

 
ARTICLE V.

Dissenters’ Rights.
 
5.1         Stockholder agrees not to exercise any rights of appraisal or any dissenters’ rights that Stockholder may have (whether under applicable

Law or otherwise) or could potentially have or acquire in connection with the Merger.
 

ARTICLE VI.
Termination of Existing Agreements

 
6.1          If and to the extent Stockholder is a party to any of the agreements specified in Schedule B hereto, Stockholder hereby agrees to the

termination of such agreements, such termination to be effective immediately prior to the Effective Time.
 

ARTICLE VII.
Term and Termination

 
7.1         This Agreement will become effective upon its execution by the Stockholders and the Company. This Agreement will terminate upon the

earliest of (a) the Effective Time, (b) the termination of the Merger Agreement in accordance with Article VIII thereof, or (c) written notice by the Company
to the Stockholders of the termination of this Agreement (the date of the earliest of the events described in clauses (a), (b), and (c), the “Expiration Date”).
Notwithstanding the foregoing, Article IX of this Agreement shall survive any termination hereof.

 
ARTICLE VIII.

General Provisions
 
8.1         No Ownership Interest. Nothing contained in this Agreement will be deemed to vest in the Company or any of its Affiliates any direct or

indirect ownership or incidents of ownership of or with respect to the Subject Shares. All rights, ownership and economic benefits of and relating to the
Subject Shares will remain and belong to the Stockholders, and neither the Company nor any of its Affiliates will have any authority to manage, direct,
superintend, restrict, regulate, govern or administer any of the policies or operations of Theraclone or exercise any power or authority to direct any
Stockholder in the voting of any of the Subject Shares, except as otherwise expressly provided herein or in the Merger Agreement.

 
8.2         Notices. All notices, consents, waivers and other communications under this Agreement must be in writing (including facsimile or similar

writing) and must be given:
 
If to the Company, to:
 
PharmAthene, Inc.
One Park Place, Suite #450
Annapolis, MD 21401
Attention: General Counsel
Facsimile No: 410-269-2601
 

 



 

 
with a copy (which will not constitute notice) to:
 
Dentons US LLP
1221 Avenue of the Americas
New York, NY 10020-1089
Attention:    Jeffrey A. Baumel, Esq.

   Stephan J. Mallenbaum, Esq.
Facsimile No.: (212) 768-6800
 
If to any Stockholder, to such Stockholder at its address set forth on Schedule A,
 
with a copy (which will not constitute notice) to:
 
Fenwick & West LLP
1191 Second Avenue, 10th Floor
Seattle, WA 98101
Attention:          Stephen M. Graham
Facsimile No.:   (206) 389-4511

 
or such other address or facsimile number as a party may hereafter specify for the purpose by notice to the other parties hereto. Each notice, consent, waiver
or other communication under this Agreement will be effective only (a) if given by facsimile, when the facsimile is transmitted to the facsimile number
specified in this Section and the appropriate facsimile confirmation is received or (b) if given by overnight courier or personal delivery when delivered at the
address specified in this Section.

 
8.3         Further Actions. Upon the request of any party to this Agreement, the other party will (a) furnish to the requesting party any additional

information, (b) execute and deliver, at the Company’s expense, any other documents and (c) take any other actions as the requesting party may reasonably
require to more effectively carry out the intent of this Agreement. Each Stockholder hereby agrees that the Company and Theraclone may publish and
disclose in the Form S-4 Registration Statement and Proxy Statement (including all documents and schedules filed with the SEC) such Stockholder’s identity
and ownership of Subject Shares and the nature of such Stockholder’s commitments, arrangements, and understandings under this Agreement and may further
file this Agreement as an exhibit to the Form S-4 Registration Statement or in any other filing made by the Company and/or Theraclone with the SEC relating
to the Merger Agreement or the transactions contemplated thereby. Each Stockholder agrees to notify the Company promptly of any additional shares of
capital stock of Theraclone of which such Stockholder becomes the record or beneficial owner after the date of this Agreement.

 
8.4         Entire Agreement and Modification. This Agreement, the Proxy and any other documents delivered by the parties in connection herewith

constitute the entire agreement among the parties with respect to the subject matter hereof and supersede all prior agreements and understandings, both
written and oral, between the parties with respect to its subject matter and constitute (along with the documents delivered pursuant to this Agreement) a
complete and exclusive statement of the terms of the agreement between the parties with respect to its subject matter. This Agreement may not be amended,
supplemented or otherwise modified except by a written document executed by the party against whose interest the modification will operate. The parties will
not enter into any other agreement inconsistent with the terms and conditions of this Agreement and the Proxy, or that addresses any of the subject matters
addressed in this Agreement and the Proxy.

 
8.5         Drafting and Representation. The parties agree that the terms and language of this Agreement were the result of negotiations between the

parties and, as a result, there will be no presumption that any ambiguities in this Agreement will be resolved against any party. Any controversy over
construction of this Agreement will be decided without regard to events of authorship or negotiation.

 

 



 

 
8.6           Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction will, as to such jurisdiction, be

ineffective to the extent of such prohibition or unenforceability without affecting the validity or enforceability of the remaining provisions hereof. Any such
prohibition or unenforceability in any jurisdiction will not invalidate or render unenforceable such provision in any other jurisdiction. If any provision of this
Agreement is so broad as to be unenforceable, the provision will be interpreted to be only so broad as is enforceable.

 
8.7           No Third-Party Rights. No Stockholder may assign any of its rights or delegate any of its obligations under this Agreement without the

prior written consent of the Company, except a Transfer by a Stockholder to a Permitted Transferee in accordance with Section 2.4. The Company may not
assign any of its rights or delegate any of its obligations under this Agreement with respect to any Stockholder without the prior written consent of such
Stockholder. This Agreement will apply to, be binding in all respects upon, and inure to the benefit of each of the respective successors, personal or legal
representatives, heirs, distributes, devisees, legatees, executors, administrators and permitted assigns of any Stockholder and the successors and permitted
assigns of the Company. Nothing expressed or referred to in this Agreement will be construed to give any person, other than the parties to this Agreement,
any legal or equitable right, remedy or claim under or with respect to this Agreement or any provision of this Agreement except such rights as may inure to a
successor or permitted assignee under this Section.

 
8.8           Enforcement of Agreement. Each Stockholder acknowledges and agrees that the Company could be damaged irreparably if any of the

provisions of this Agreement are not performed in accordance with their specific terms and that any breach of this Agreement by any Stockholder could not
be adequately compensated by monetary damages. Accordingly, each Stockholder agrees that, (a) it will waive, in any action for specific performance, the
defense of adequacy of a remedy at law, and (b) in addition to any other right or remedy to which the Company may be entitled, at law or in equity, the
Company will be entitled to enforce any provision of this Agreement by a decree of specific performance and to temporary, preliminary and permanent
injunctive relief to prevent breaches or threatened breaches of any of the provisions of this Agreement, without posting any bond or other undertaking.

 
8.9           Waiver. The rights and remedies of the parties to this Agreement are cumulative and not alternative. Neither any failure nor any delay by a

party in exercising any right, power or privilege under this Agreement, the Proxy or any of the documents referred to in this Agreement will operate as a
waiver of such right, power or privilege, and no single or partial exercise of any such right, power or privilege will preclude any other or further exercise of
such right, power or privilege or the exercise of any other right, power or privilege. To the maximum extent permitted by applicable Law, (a) no claim or right
arising out of this Agreement, the Proxy or any of the documents referred to in this Agreement can be discharged by one party, in whole or in part, by a
waiver or renunciation of the claim or right unless in a written document signed by the other party, (b) no waiver that may be given by a party will be
applicable except in the specific instance for which it is given, and (c) no notice to or demand on one party will be deemed to be a waiver of any obligation of
that party or of the right of the party giving such notice or demand to take further action without notice or demand as provided in this Agreement, the Proxy or
the documents referred to in this Agreement.

 
8.10         Governing Law. This Agreement and all acts and transactions pursuant hereto and the rights and obligations of the parties hereto will be

governed by, construed under and enforced in accordance with the laws of the State of Delaware, without giving effect to principles of conflict or choice of
laws.

 

 



 

 
8.11         Consent to Jurisdiction. Any suit, action or proceeding seeking to enforce any provision of, or based on any matter arising out of or in

connection with, this Agreement, the Proxy or the transactions contemplated hereby or thereby will be brought exclusively in the United States District Court
for the District of Delaware or, if such court does not have jurisdiction over the subject matter of such proceeding or if such jurisdiction is not available, in the
Court of Chancery of the State of Delaware, County of New Castle, and each of the parties hereby consents to the exclusive jurisdiction of those courts (and
of the appropriate appellate courts therefrom) in any suit, action or proceeding and irrevocably waives, to the fullest extent permitted by applicable Law, any
objection which it may now or hereafter have to the laying of the venue of any suit, action or proceeding in any of those courts or that any suit, action or
proceeding which is brought in any of those courts has been brought in an inconvenient forum. Process in any suit, action or proceeding may be served on any
party anywhere in the world, whether within or without the jurisdiction of any of the named courts. Without limiting the foregoing, each party agrees that
service of process on it by notice as provided in Section 8.2 will be deemed effective service of process. EACH OF THE PARTIES HERETO HEREBY
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, ALL RIGHTS TO TRIAL BY JURY IN ANY ACTION,
PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON CONTRACT, TORT OR OTHERWISE) ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY.

 
8.12         Counterparts. This Agreement may be executed in any number of counterparts, each of which will be deemed to be an original, but all of

which, taken together, will constitute one and the same instrument. A facsimile or electronic copy of a party’s signature printed by a receiving facsimile
machine or printer (including signatures in Adobe PDF or similar format) shall be deemed an original signature for purposes hereof.

 
8.13         Expenses. Except as otherwise provided in this Agreement, all costs and expenses incurred in connection with this Agreement and the

transactions contemplated hereby will be paid by the party incurring such expenses.
 
8.14         Headings; Construction. The headings contained in this Agreement are for reference purposes only and will not affect in any way the

meaning or interpretation of this Agreement. In this Agreement (a) words denoting the singular include the plural and vice versa, (b) ”it” or “its” or words
denoting any gender include all genders and (c) the word “including” means “including without limitation,” whether or not expressed.

 
[Signature page follows]

 
 

 



 

 
IN WITNESS WHEREOF, the parties hereto have caused this Theraclone Voting and Lock-Up Agreement to be duly executed as of the day and year

first above written.
 
THE COMPANY: PHARMATHENE, INC.
  
 By:  
  Name:
  Title:
  
STOCKHOLDERS: CLIFFORD J. STOCKS
  
  
 Name:  Clifford J. Stocks
  
 STEVEN GILLIS, PH.D.
  
  
 Name:  Steven Gillis, Ph.D.
  
  
 ARCH V ENTREPRENEURS FUND, L.P.
  
 By:  
  Name:
  Title:
  
 ARCH VENTURE FUND V, L.P.
  
 By:  
  Name:
  Title:
 

[Signature Page to Theraclone Voting and Lock-Up Agreement]
 

 



 

 
STOCKHOLDERS: HUTTON LIVING TRUST DATED 12/10/96
  
 By:  
 Name:
 Title:
  
 CANAAN VII L.P.
  
 By:  
 Name:
 Title:
  
 HEALTHCARE VENTURES, LLC
  
 By:  
 Name:
 Title:
  
 DR. WENDYE ROBBINS
  
  
 Name: Dr. Wendye Robbins

 
[Signature Page to Theraclone Voting and Lock-Up Agreement]

 

 



 

 
STOCKHOLDERS: MPM ASSET MANAGEMENT INVESTORS 2003 BVIII LLC
  
 By:  
  Name:
  Title:
  
 MPM BIOVENTURES III, L.P.
  
 By:  
  Name:
  Title:
  
 MPM BIOVENTURES GMBH & CO. BETEILIGUNGS KG
  
 By:  
  Name:
  Title:
  
 MPM BIOVENTURES III PARALLEL FUND, L.P.
  
 By:  
  Name:
  Title:
  
 MPM BIOVENTURES III-QP, L.P.
  
 By:  
  Name:
  Title:

[Signature Page to Theraclone Voting and Lock-Up Agreement]
 

 



 

 
SCHEDULE A

 
STOCKHOLDERS

 
NAME AND

ADDRESS OF STOCKHOLDERS
 THERACLONE SHARES

BENEFICIALLY OWNED
Clifford J. Stocks  Theraclone Stock Options to purchase up to 2,816,617 Theraclone Common Shares
Steven Gillis, Ph.D.  Theraclone Stock Options to purchase up to 1,220,000 Theraclone Common Shares

50,000 shares of Series A-1 Convertible Preferred Stock
4,045 shares of Series B-1 Convertible Preferred Stock

ARCH V Entrepreneurs Fund, L.P.  185 Theraclone Common Shares
Theraclone Warrants to purchase up to 6,693 Theraclone Common Shares
14,488 shares of Series A-1 Convertible Preferred Stock
48,978 shares of Series B-1 Convertible Preferred Stock
Theraclone Warrants to purchase up to 210 shares of Series B-1 Convertible Preferred
Stock

ARCH Venture Fund V, L.P.  27,755 Theraclone Common Shares
Theraclone Warrants to purchase up to 993,307 Theraclone Common Shares
2,174,438 shares of Series A-1 Convertible Preferred Stock
7,270,533 shares of Series B-1 Convertible Preferred Stock
Theraclone Warrants to purchase up to 30,917 shares of Series B-1 Convertible
Preferred Stock

Hutton Living Trust dated 12/10/96  Theraclone Warrants to purchase up to 10,000 Theraclone Common Shares
54,045 shares of Series B-1 Convertible Preferred Stock

Canaan VII L.P.  Theraclone Warrants to purchase up to 990,000 Theraclone Common Shares
7898,517 shares of Series B-1 Convertible Preferred Stock
Theraclone Warrants to purchase up to 25,854 shares of Series B-1 Convertible
Preferred Stock

HealthCare Ventures, LLC  Theraclone Warrants to purchase up to 933,333 Theraclone Common Shares
5,241,580 shares of Series B-1 Convertible Preferred Stock
Theraclone Warrants to purchase up to 17,158 shares of Series B-1 Convertible
Preferred Stock

Dr. Wendye Robbins  Theraclone Stock Options to purchase up to 121,915 Theraclone Common Shares
MPM Asset Management Investors 2003 BVIII LLC  15,783 Theraclone Common Shares

Theraclone Warrants to purchase up to 6,447 Theraclone Common Shares
8,693 shares of Series A-1 Convertible Preferred Stock
55,145 shares of Series B-1 Convertible Preferred Stock

MPM BioVentures III, L.P.  54,813 Theraclone Common Shares
Theraclone Warrants to purchase up to 22,388 Theraclone Common Shares
30,192 shares of Series A-1 Convertible Preferred Stock
191,508 shares of Series B-1 Convertible Preferred Stock

 

 



 

 
MPM BioVentures GmbH & Co. Beteiligungs KG  68,896 Theraclone Common Shares

Theraclone Warrants to purchase up to 28,140 Theraclone Common Shares
37,947 shares of Series A-1 Convertible Preferred Stock
240,711 shares of Series B-1 Convertible Preferred Stock

MPM BioVentures III Parallel Fund, L.P.  68,896 Theraclone Common Shares
Theraclone Warrants to purchase up to 28,140 Theraclone Common Shares
37,947 shares of Series A-1 Convertible Preferred Stock
240,711 shares of Series B-1 Convertible Preferred Stock

MPM BioVentures III-QP, L.P.  815,224 Theraclone Common Shares
Theraclone Warrants to purchase up to 332,969 Theraclone Common Shares
449,019 shares of Series A-1 Convertible Preferred Stock
2,848,245 shares of Series B-1 Convertible Preferred Stock

 

 



 

 
SCHEDULE B

 
TERMINATED AGREEMENTS

  
· Fourth Amended and Restated Investor Rights Agreement between Theraclone Sciences, Inc. and the persons listed on Schedule 1 thereto, dated

March 11, 2013
· Fourth Amended and Restated Stockholders Agreement between Theraclone Sciences, Inc. and individuals and entities listed on Annex 1 thereto,

dated March 11, 2013
· Management Rights Agreement between Theraclone Sciences, Inc. and ARCH Venture entities, dated February 6, 2006
· Management Rights Letter Agreement with Healthcare Ventures VIII, L.P. dated March 16, 2007
 

 



 

 
EXHIBIT A

 
IRREVOCABLE PROXY

 
From and after the date hereof and until the Expiration Date (as defined below), the undersigned stockholder (“Stockholder”) of Theraclone

Sciences, Inc., a Delaware corporation (“Theraclone”), hereby irrevocably (to the full extent permitted by Section 212 of the Delaware General Corporation
Law) grants to, and appoints, PharmAthene, Inc., a Delaware corporation (the “Company”), and any designee of the Company, and each of them individually,
as the sole and exclusive attorney and proxy of the undersigned, with full power of substitution and re-substitution, to vote the Subject Shares (as defined in
the Voting Agreement, as defined below) of the Stockholder, or grant a consent or approval in respect of the Subject Shares of the Stockholder, in a manner
consistent with Section 2.2 of the Voting Agreement. Upon the undersigned’s execution of this Proxy, any and all prior proxies given by the undersigned with
respect to any Subject Shares relating to the voting rights expressly provided herein are hereby revoked and the undersigned agrees not to grant any
subsequent proxies with respect to the Subject Shares relating to such voting rights at any time prior to the Expiration Date.
 
This Proxy is irrevocable, is coupled with an interest and is granted pursuant to that certain Theraclone Voting and Lock-Up Agreement (as amended from
time to time, the “Voting Agreement”) of even date herewith, by and among the Company and Stockholder, and is granted in consideration of the Company
entering into the Merger Agreement (as defined in the Voting Agreement). As used herein, the term “Expiration Date,” and all capitalized terms used herein
and not otherwise defined, will have the meanings set forth in the Voting Agreement. The Stockholder agrees that this proxy will be irrevocable until the
Expiration Date and is coupled with an interest sufficient at law to support an irrevocable proxy and given to the Company as an inducement to
enter into the Merger Agreement and, to the extent permitted under applicable law, will be valid and binding on any person to whom Stockholder
may transfer any of his, her or its Subject Shares in breach of the Voting Agreement. The Stockholder hereby ratifies and confirms all that such
irrevocable proxy may lawfully do or cause to be done by virtue hereof.

 
The attorneys and proxies named above, and each of them, are hereby authorized and empowered by the undersigned, at any time prior to the

Expiration Date, to act as the undersigned’s attorney and proxy to vote the Subject Shares, and to exercise all voting and other rights of the undersigned with
respect to the Subject Shares (including, without limitation, the power to execute and deliver written consents pursuant to Section 228 of the Delaware
General Corporation Law), at every annual, special or adjourned meeting of the stockholders of the Company and in every written consent in lieu of such
meeting in a manner consistent with Section 2.2 of the Voting Agreement.

 
This Proxy will be binding upon the heirs, estate, executors, personal representatives, successors and assigns of Stockholder (including any

transferee of any of the Subject Shares), and all authority herein conferred or agreed to be conferred will survive the death or incapacity of the Stockholder.
 
If any provision of this Proxy or any part of any such provision is held under any circumstances to be invalid or unenforceable in any jurisdiction,

then (a) such provision or part thereof will, with respect to such circumstances and in such jurisdiction, be deemed amended to conform to applicable laws so
as to be valid and enforceable to the fullest possible extent, (b) the invalidity or unenforceability of such provision or part thereof under such circumstances
and in such jurisdiction will not affect the validity or enforceability of such provision or part thereof under any other circumstances or in any other
jurisdiction, and (c) the invalidity or unenforceability of such provision or part thereof will not affect the validity or enforceability of the remainder of such
provision or the validity or enforceability of any other provision of this Proxy. Each provision of this Proxy is separable from every other provision of this
Proxy, and each part of each provision of this Proxy is separable from every other part of such provision.
 
Dated:  [______________], 2013  
  
 [______________________]
  
 By:  
  Name:
  Title:

 



 

 
STOCKHOLDER AGREEMENT & WRITTEN CONSENT OF THE STOCKHOLDERS

– SPOUSAL CONSENT
 
I ____________________, spouse of ____________________, have read and approve the foregoing Theraclone Voting and Lock-Up Agreement (the
“Agreement”). In consideration of the terms and conditions as set forth in the Agreement, I hereby appoint my spouse as my attorney in fact with respect to
the exercise of any rights and obligations under the Agreement, and agree to be bound by the provisions of the Agreement insofar as I may have any rights or
obligations in the Agreement under the community property laws of the State of Washington or similar laws relating to marital or community property in
effect in the state of our residence as of the date of the Agreement.
 
Date: ________________________________________
 
Signature of Spouse: ____________________________

 
Printed Name of Spouse: _________________________
 

 

 



 
FORM OF BOARD COMPOSITION AGREEMENT

 
THIS BOARD COMPOSITION AGREEMENT (this “Agreement”) is made and entered into as of this [ ● ] day of [ ● ], 2013, by and among

PharmAthene, Inc., a Delaware corporation (the “Company”), and each holder of the Company’s Common Stock, $0.0001 par value per share (“Common
Stock”), listed on Schedule A hereto (the “Stockholders”).

 
RECITALS

 
A.           The Company, Taurus Merger Sub, Inc. (“Merger Sub”), Theraclone Sciences, Inc. (“Theraclone”) and Steven Gillis, Ph.D., solely in its

capacity as the representative of the Theraclone Stockholders are parties to that certain Agreement and Plan of Merger, dated as of July 31, 2013 (the
“Merger Agreement”), pursuant to which Merger Sub is to be merged with and into Theraclone, with Theraclone being the surviving entity of such merger
and thereby becoming a direct, wholly owned subsidiary of the Company (the “Merger”); and

 
B.           In connection with the Merger Agreement and as a condition to the consummation of the transactions contemplated thereby, including the

Merger, the Stockholders and the Company desire to enter into this Agreement to, among other things, obligate the Stockholders to vote their respective
shares of Common Stock for the election of the members of the board of directors of the Company (the “Board”) in accordance with the terms of this
Agreement.

 
NOW, THEREFORE, the parties agree as follows:
 
1.           Voting Provisions Regarding Board of Directors.

 
1.1           Size of the Board. Each Stockholder agrees to vote, or cause to be voted, all Shares (as defined below) owned by such

Stockholder, or over which such Stockholder has voting control, from time to time and at all times, in whatever manner as shall be necessary to ensure that
the size of the Board shall be set and remain at nine (9) directors. For purposes of this Agreement, the term “Shares” shall mean and include any securities of
the Company the holders of which are entitled to vote for members of the Board, including without limitation, all shares of Common Stock, by whatever
name called, whether now owned or subsequently acquired by a Stockholder, however acquired, whether through stock splits, stock dividends,
reclassifications, recapitalizations, similar events or otherwise.

 
1.2           Board Composition. Each Stockholder agrees to vote, or cause to be voted, all Shares owned by such Stockholder, or over which

such Stockholder has voting control, from time to time and at all relevant times, in whatever manner as shall be necessary to ensure that at each annual or
special meeting of stockholders of the Company at which an election of directors is held or pursuant to any written consent of the stockholders of the
Company, as follows:

 
(a)          effective as of the Effective Time, to cause the board of directors of the Company to consist of nine (9) members, five (5) of

whom shall be current directors of the Company (each such person, a “PharmAthene Board Designee”), three (3) of whom shall be the persons identified in
Section 6.13 of the Theraclone Disclosure Schedule (each such person, a “Theraclone Board Designee”) and the remaining seat shall be vacant;

 
(b)          to cause the initial vacancy on the Company’s board of directors to be filled at Closing or as soon as possible thereafter by a

nominee (the “Fourth Theraclone Director”) approved by a majority of the then-serving Theraclone Board Designees acting in their individual capacities
and not in their capacities as directors;

 

 



 

 
(c)          to cause one of the PharmAthene Board Designees (the “Resigning PharmAthene Board Designee”) to resign upon the earlier

of (i) such time as there has been a full settlement or a final, non-appealable resolution of that certain litigation matter between the Company and SIGA
Technologies, Inc. (the “Siga Determination Date”) and (ii) the second anniversary of the Closing, but in no event prior to the first anniversary of the
Closing (the “Resigning PharmAthene Board Designee Resignation Date”);

 
(d)          to cause all vacancies on the Company’s board of directors created by the cessation of service of any Theraclone Board

Designee to be filled by a nominee approved by the remaining Theraclone Board Designees;
 
(e)          to cause all vacancies on the Company’s board of directors created by the cessation of service of any PharmAthene Board

Designee to be filled by a nominee approved by the remaining PharmAthene Board Designees;
 
(f)          to cause fifty percent (50%) of the members of all committees of the PharmAthene Board of Directors to be filled by Theraclone

Board Designees and where a committee of the PharmAthene Board of Directors is comprised of an odd number of directors, the last director shall be
mutually agreed to by the PharmAthene Board Designees and Theraclone Board Designees that are members of such committee;

 
(g)          to obtain the resignations, or to cause the removal without cause, of the directors identified on Section 6.13 of the PharmAthene

Disclosure Schedule as of the Closing Date;
 
(h)          to obtain the resignation of the Resigning PharmAthene Board Designee on or before the Resigning PharmAthene Board

Designee Resignation Date.
 
The PharmAthene Board Designees, collectively with the Theraclone Board Designees, may each be referred to as a “Designee,” and, collectively, as the
“Designees.”
 
The Resigning PharmAthene Board Designee shall be such person as may be determined by a majority of the PharmAthene Board Designees acting in their
individual capacities and not in their capacities as directors.

 
1.3          Removal and Replacement of Board Members. Each Stockholder also agrees to vote, or cause to be voted, all Shares owned by

such Stockholder, or over which such Stockholder has voting control, from time to time and at all times, in whatever manner as shall be necessary to ensure
that:

 
(a)          no PharmAthene Designee elected as a director pursuant to this Agreement may be removed as a director unless such

removal is directed or approved by the remaining PharmAthene Designees;
 
(b)          no Theraclone Designee elected as a director pursuant to this Agreement may be removed as a director unless such

removal is directed or approved by the remaining Theraclone Designees; and
 
(c)          any vacancies on the Board created by the resignation, removal or death of (i) a PharmAthene Designee shall be filled by

the person designated by the remaining PharmAthene Designees, and (ii) a Theraclone Designee shall be filled by the person designated by the remaining
Theraclone Designees (and the corresponding definition of “PharmAthene Designee” or “Theraclone Designee” shall be deemed to include such designated
replacement director(s), as applicable).
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All Stockholders agree to execute any written consents required to perform the obligations of this Agreement, and the Company agrees at the request of any
Stockholder to call a special meeting of stockholders of the Company for the purpose of electing directors.

 
1.4           Proxy Solicitation. If at any time the stockholders of the Company are entitled to vote on the composition of the Board, whether at

an annual or special meeting of the stockholders of the Company or pursuant to a written consent, the proposed list of directors then to be voted on or
consented to does not include all the PharmAthene Designees and the Theraclone Designees, then the Stockholders agree to take all reasonable action to
cause a proposal for the election of a Board comprising the PharmAthene Designees and the Theraclone Designees to be submitted to a vote of the holders of
the Company’s issued and outstanding voting stock, including preparing and filing with the U.S. Securities and Exchange Commission a proxy statement and
distributing the same to the stockholders of the Company and engaging a proxy solicitor to advise on and assist with the solicitation of proxies.

 
1.5           No Liability for Designation or Election of Directors.

 
(a)          The parties acknowledge and agree that any direction or approval given hereunder by any PharmAthene Designee or

Theraclone Designee, including the designation of a person for election as a director of the Company, shall be given solely in such person’s individual
capacity, and not in such person’s capacity as a director, and, notwithstanding any conflict of interest, no PharmAthene Designee or Theraclone Designee, nor
any of their respective Affiliates (as defined below), shall have any liability as a result of designating a person for election as a director for any act or
omission by such designated person in his or her capacity as a director of the Company, nor shall any Stockholder have any liability as a result of voting for
any such designee in accordance with the provisions of this Agreement. Nothing contained herein shall be deemed to require any person to vote in any
particular manner in his or her capacity as a member of the Board.

 
(b)          For purposes of this Agreement, an individual, firm, corporation, partnership, association, limited liability company, trust

or any other entity (collectively, a “Person”) shall be deemed an “Affiliate” of another Person who, directly or indirectly, controls, is controlled by or is under
common control with such Person, including, without limitation, any general partner, managing member, officer or director of such Person or any venture
capital fund now or hereafter existing that is controlled by one or more general partners or managing members of, or shares the same management company
with, such Person.

 
2.            Remedies.

 
2.1           Covenants of the Company. The Company agrees to use its best efforts, within the requirements of applicable law, to ensure that

the rights granted under this Agreement are effective and that the parties enjoy the benefits of this Agreement. Such actions include, without limitation, the
use of the Company’s best efforts to cause the nomination and election of the directors as provided in this Agreement.

 
2.2           Irrevocable Proxy and Power of Attorney. Each party to this Agreement hereby constitutes and appoints as the proxies of the

party and hereby grants a power of attorney to the President of the Company, with full power of substitution, with respect to the matters set forth herein,
including without limitation, election of the Designees as members of the Board in accordance with Section 1 hereto, and hereby authorizes such person to
represent and to vote, if and only if the party (i) fails to vote or (ii) attempts to vote (whether by proxy, in person or by written consent) in a manner that is
inconsistent with the terms of this Agreement, all of such party’s Shares in favor of the election of the Designees. Each of the proxy and power of attorney
granted pursuant to the immediately preceding sentence is given in consideration of the agreements and covenants of the Company and the parties in
connection with the transactions contemplated by this Agreement and, as such, each is coupled with an interest and shall be irrevocable unless and until this
Agreement terminates or expires pursuant to Section 3 hereof. Each party hereto hereby revokes any and all previous proxies or powers of attorney with
respect to the Shares and shall not hereafter, unless and until this Agreement terminates or expires pursuant to Section 3 hereof, purport to grant any other
proxy or power of attorney with respect to any of the Shares, deposit any of the Shares into a voting trust or enter into any agreement (other than this
Agreement), arrangement or understanding with any person, directly or indirectly, to vote, grant any proxy or give instructions with respect to the voting of
any of the Shares, in each case, with respect to any of the matters set forth herein.
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2.3           Specific Enforcement. Each party acknowledges and agrees that each other party hereto will be irreparably damaged in the event

any of the provisions of this Agreement are not performed by the parties in accordance with their specific terms or are otherwise breached. Accordingly, it is
agreed that each of the Company and the Stockholders shall be entitled to an injunction to prevent breaches of this Agreement, and to specific enforcement of
this Agreement and its terms and provisions in any action instituted in any court of the United States or any state having subject matter jurisdiction.

 
2.4           Remedies Cumulative. All remedies, either under this Agreement or by law or otherwise afforded to any party, shall be

cumulative and not alternative.
 
3.            Term. This Agreement shall be effective as of the date hereof and shall continue in effect until and shall terminate upon the earliest to occur

of (i) the fifth (5th) anniversary of the date hereof and (ii) the Siga Determination Date, but not sooner than one year from the Closing.
 
4.            Sale of Securities. Nothing contained herein shall be deemed to affect the right of any party hereto to sell, transfer, dispose of, or otherwise

deal in the Shares, provided that (a) in the case of any transfer to an Affiliate, the transferor shall take such steps as may be appropriate to cause such
transferee to be bound by the terms hereof, and (b) any transfer to a non-Affiliate shall be free of this Agreement.

 
5.            Miscellaneous.

 
5.1           Successors and Assigns. The terms and conditions of this Agreement shall inure to the benefit of and be binding upon the parties

hereto and their respective successors and assigns. Nothing in this Agreement, express or implied, is intended to confer upon any person or entity other than
the parties hereto or their respective successors and assigns any rights, remedies, obligations, or liabilities under or by reason of this Agreement, except as
expressly provided herein.

 
5.2           Governing Law. This Agreement shall be governed by, construed and enforced in accordance with, the internal law of the State of

Delaware.
 
5.3           Definitions. Capitalized terms used herein and not otherwise defined herein shall have the same meaning as in the Merger

Agreement.
 
5.4           Counterparts. This Agreement may be executed in counterparts, each of which will be deemed to be an original, but all of which,

taken together, will constitute one and the same instrument. A facsimile or electronic copy of a party’s signature printed by a receiving facsimile machine or
printer (including signatures in Adobe PDF or similar format) shall be deemed an original signature for purposes hereof.

 
5.5           Titles and Subtitles. The titles and subtitles used in this Agreement are used for convenience only and are not to be considered in

construing or interpreting this Agreement.
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5.6           Notices. All notices and other communications given or made pursuant to this Agreement shall be in writing and shall be deemed

effectively given upon the earlier of actual receipt of: (a) personal delivery to the party to be notified; (b) when sent, if sent by electronic mail or facsimile
during normal business hours of the recipient, and if not sent during normal business hours, then on the recipient’s next business day; (c) five (5) days after
having been sent by registered or certified mail, return receipt requested, postage prepaid; or (d) one (1) business day after the business day of deposit with a
nationally recognized overnight courier, freight prepaid, specifying next business day delivery, with written verification of receipt. All communications shall
be sent to the Stockholders at their respective addresses as set forth on Schedule A hereto, or to such email address, facsimile number or address as
subsequently modified by written notice given in accordance with this Subsection 5.6. All communications shall be sent to the Company at: [-------],
Attention: General Counsel, with copies to Dentons US LLP, 1221 Avenue of the Americas, New York, NY 10020-1089, Attention: Jeffrey A. Baumel, Esq.
and Stephan J. Mallenbaum, Esq.

 
5.7           Consent Required to Amend, Terminate or Waive. This Agreement may be amended or terminated and the observance of any term

hereof may be waived (either generally or in a particular instance and either retroactively or prospectively) only by a written instrument executed by the
Company and the Stockholders holding at least a majority of the Common Stock then held by Stockholders.

 
5.8           Delays or Omissions. No delay or omission to exercise any right, power or remedy accruing to any party under this Agreement,

upon any breach or default of any other party under this Agreement, shall impair any such right, power or remedy of such non-breaching or non-defaulting
party nor shall it be construed to be a waiver of any such breach or default, or an acquiescence therein, or of or in any similar breach or default thereafter
occurring; nor shall any waiver of any single breach or default be deemed a waiver of any other breach or default previously or thereafter occurring. Any
waiver, permit, consent or approval of any kind or character on the part of any party of any breach or default under this Agreement, or any waiver on the part
of any party of any provisions or conditions of this Agreement, must be in writing and shall be effective only to the extent specifically set forth in such
writing. All remedies, either under this Agreement or by law or otherwise afforded to any party, shall be cumulative and not alternative.

 
5.9           Severability. The invalidity or unenforceability of any provision hereof shall in no way affect the validity or enforceability of any

other provision.
 
5.10         Entire Agreement. This Agreement (including the Schedule hereto) constitutes the full and entire understanding and agreement

among the parties with respect to the subject matter hereof, and any other written or oral agreement relating to the subject matter hereof existing between or
among the parties is expressly canceled.

 
5.11         Further Assurances. At any time or from time to time after the date hereof, the parties agree to cooperate with each other, and at

the request of any other party, to execute and deliver any further instruments or documents and to take all such further action as the other party may
reasonably request in order to evidence or effectuate the consummation of the transactions contemplated hereby and to otherwise carry out the intent of the
parties hereunder.
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5.12         Dispute Resolution. The parties (a) hereby irrevocably and unconditionally submit to the jurisdiction of the Court of Chancery in

the State of Delaware or if (but only if) that court does not have subject matter jurisdiction to the jurisdiction of the United States District Court for the
District of Delaware for the purpose of any suit, action or other proceeding arising out of or based upon this Agreement, (b) agree not to commence any suit,
action or other proceeding arising out of or based upon this Agreement except in the Court of Chancery in the State of Delaware or if (but only if) that court
does not have subject matter jurisdiction to the jurisdiction of the United States District Court for the District of Delaware, and (c) hereby waive, and agree
not to assert, by way of motion, as a defense, or otherwise, in any such suit, action or proceeding, any claim that it is not subject personally to the jurisdiction
of the above-named courts, that its property is exempt or immune from attachment or execution, that the suit, action or proceeding is brought in an
inconvenient forum, that the venue of the suit, action or proceeding is improper or that this Agreement or the subject matter hereof may not be enforced in or
by such court.
 
EACH OF THE PARTIES HERETO IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING
ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.

 
[Signature Page Follows]
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IN WITNESS WHEREOF, the parties have executed this Board Composition Agreement as of the date first written above.

 
 PHARMATHENE, INC.
  
 By:  
  Name: Eric I. Richman
  Title: Chief Executive Officer
  
 STOCKHOLDERS:
  
  
 John M. Gill
  
  
 Brian A. Markison
  
  
 Joel McCleary
  
  
 Eric I. Richman
  
  
 Jeffrey W. Runge, M.D.
  
  
 Mitchel Sayare, Ph.D.
  
  
 Derace L. Schaffer, M.D.
  
  
 Steven St. Peter, M.D.

 
SIGNATURE PAGE TO BOARD COMPOSITION AGREEMENT

 

 



 

 
  
 Linda L. Chang
  
  
 Francesca Cook
  
  
 Wayne Morges, Ph.D.
  
  
 Jordan Karp, J.D.

 
SIGNATURE PAGE TO BOARD COMPOSITION AGREEMENT

 

 



 

 
 CLIFFORD J. STOCKS
  
  
 Name:  Clifford J. Stocks
  
  
 STEVEN GILLIS, PH.D.
  
  
 Name:  Steven Gillis, Ph.D.
  
 ARCH V ENTREPRENEURS FUND, L.P.
  
 By:  
  Name:
  Title:
  
 ARCH VENTURE FUND V, L.P.
  
 By:  
  Name:
  Title:
  
 HUTTON LIVING TRUST DATED 12/10/96
  
 By:  
  Name:
  Title:
  
 CANAAN VII L.P.
  
 By:  
  Name:
  Title:
 

SIGNATURE PAGE TO BOARD COMPOSITION AGREEMENT

 

 



 

 
 HEALTHCARE VENTURES, LLC
  
 By:  
  Name:
  Title:
  
 DR. WENDYE ROBBINS
  
  
 Name: Dr. Wendye Robbins
  
  
 MPM ASSET MANAGEMENT INVESTORS 2003 BVIII LLC
  
 By:  
  Name:
  Title:
  
 MPM BIOVENTURES III, L.P.
  
 By:  
  Name:
  Title:
  
 MPM BIOVENTURES GMBH & CO. BETEILIGUNGS KG
  
 By:  
  Name:
  Title:
  
 MPM BIOVENTURES III PARALLEL FUND, L.P.
  
 By:  
  Name:
  Title:
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 MPM BIOVENTURES III-QP, L.P.
  
 By:  
  Name:
  Title:
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SCHEDULE A

 
STOCKHOLDERS

 
Name and Address  Number of Shares Held

   
   
   

 

 

 
 
 



 
FORM OF POST-CLOSING LOCK-UP AGREEMENT

 
[Address]
 
Ladies and Gentlemen:

 
This Post-Closing Lock-Up Agreement (this “Agreement”) is being delivered pursuant to that certain Agreement and Plan of Merger, dated as of

July 31, 2013, by and among PharmAthene, Inc., a Delaware corporation (“PharmAthene”), Taurus Merger Sub, Inc., a Delaware corporation and a direct,
wholly owned subsidiary of PharmAthene (“Merger Sub”) and Theraclone Sciences, Inc., a Delaware corporation (“Theraclone”), and Steven Gillis, Ph.D.,
solely in its capacity as the representative of the Theraclone Securityholders (the “Merger Agreement”). Capitalized terms used in this Agreement and not
otherwise defined herein shall have the meanings ascribed to them in the Merger Agreement. Pursuant to the terms of this Agreement, the undersigned
(“Stockholder”) is agreeing that all shares of PharmAthene Common Stock issued to Stockholder as Merger Consideration in connection with the Merger,
including shares held as of the Closing Date, and shares that may be held in escrow (whether or not released from escrow) and including any shares issued in
connection with any stock split, stock dividend, recapitalization, reorganization, or the like (collectively, the “Lock-Up Shares”), shall be subject to the
restrictions and obligations as set forth in this Agreement.

 
As a material inducement to PharmAthene’s willingness to enter into the Merger Agreement and for other good and valuable consideration, receipt

and sufficiency of which is hereby acknowledged, the undersigned agrees that, without the prior written consent of PharmAthene, the undersigned will not,
directly or indirectly offer, sell, pledge, contract to sell (including any short sale), grant any option to purchase or otherwise dispose of any Lock-Up Shares or
enter into any Hedging Transaction (as defined below) relating to the Lock-Up Shares (each of the foregoing referred to as a “Disposition”) for a period from
the date hereof until such restrictions and obligations have lapsed, as provided in the following sentence. The restrictions and obligations set forth in this
Agreement shall lapse and be of no further force or effect as to:

 
(i) thirty-three percent (33%) of the Lock-Up Shares (rounded up to the nearest whole share) on the six month anniversary of the Closing

Date,
 
(ii) thirty-three percent (33%) of the Lock-Up Shares (rounded up to the nearest whole share) on the nine month anniversary of the Closing

Date, and
 
(iii) the balance of the Lock-Up Shares (rounded up to the nearest whole share) on the first anniversary of the Closing Date (together with

the dates referenced in subsection (i)-(ii) above, the “Lapse Dates”).
 
The foregoing restrictions are expressly intended to preclude the undersigned from engaging in any Hedging Transaction or other transaction which is
designed to or reasonably expected to lead to or result in a Disposition even if the securities would be disposed of by someone other than the undersigned.
“Hedging Transaction” means any short sale (whether or not against the box) or any purchase, sale or grant of any right (including, without limitation, any put
or call option) with respect to any security (other than a broad-based market basket or index) that includes, relates to or derives any significant part of its
value from the Lock-Up Shares.

 

 



 

 
Notwithstanding the foregoing, the undersigned may transfer any or all of the Lock-Up Shares by (i) gift or to any member of the immediate family

of the undersigned or to any trust or partnership for the direct or indirect benefit of the undersigned or the immediate family of the undersigned (including by
will or intestate succession), provided that the transferee agrees to be bound in writing by the restrictions set forth herein, and provided further that any such
transfer shall not involve a disposition for value, (ii) to any limited partners, members or stockholders of the undersigned, (iii) in transactions relating to
shares of PharmAthene Common Stock or other securities convertible or exercisable into shares of PharmAthene Common Stock acquired in open market
transactions or pursuant to employee benefit plans or incentive compensation plans after the execution of this Agreement (including, without limitation, the
sale of shares in a “same day sale” or “net exercise” in exercising an option grant or the sale of shares in order to pay withholding taxes upon the vesting of
restricted stock units); (iv) in transfers of shares of PharmAthene Common Stock, or any security convertible into or exercisable or exchangeable for
Common Stock, to the Company pursuant to agreements under which the Company has the option to repurchase such shares or a right of first refusal with
respect to transfers of such shares; and (v) pursuant to a trading plan pursuant to Rule 10b5-1 under the Exchange Act for the transfer of shares of Common
Stock; provided, however, that in any such case it shall be a condition to the transfer pursuant to clauses (i) and (ii) above, that the transferee execute an
agreement stating that the transferee is receiving and holding the Lock-Up Shares subject to the provisions of this Agreement, and there shall be no further
transfer of such Lock-Up Shares except in accordance with this Agreement.

 
Without limiting the restrictions or obligations herein, any Disposition by the undersigned shall remain at all times subject to applicable securities

laws.
 
The undersigned agrees that PharmAthene may place an appropriate restrictive legend on the stock certificates representing the Lock-Up Shares

issued to the undersigned to indicate that such shares are subject to the terms of this Agreement. PharmAthene agrees that it will (or will instruct the transfer
agent for PharmAthene to) promptly remove such restrictive legend (a) upon the earlier to occur of (i) the applicable Lapse Date (only with respect to the
stock certificates representing such Lock-Up Shares that are no longer subject to the restrictions and obligations of this Agreement) or (ii) the termination of
this Agreement pursuant to its terms (with respect to stock certificates representing all of the Lock-Up Shares) or (b) as otherwise expressly contemplated by
this Agreement. The undersigned agrees that PharmAthene may, and the undersigned will, with respect to any Lock-Up Shares, cause the transfer agent for
PharmAthene to note stop transfer instructions with respect to the Lock-Up Shares on the transfer books and records of PharmAthene.

 
The undersigned hereby represents and warrants that the undersigned has full power and authority to enter into this Agreement. All authority herein

conferred or agreed to be conferred shall survive the death or incapacity of the undersigned and any obligations of the undersigned shall be binding upon the
heirs, personal representatives, successors and assigns of the undersigned.

 
Neither the execution and delivery of this Agreement by the Stockholder nor the consummation of the transactions contemplated hereby will directly

or indirectly (whether with notice or lapse of time or both) (i) conflict with, result in any violation of or constitute a default by the Stockholder under any
mortgage, bond, indenture, agreement, instrument or obligation to which the Stockholder is a party or by which it or any of the Lock-Up Shares are bound,
(ii) violate any applicable Law to which the Stockholder, or any of the Lock-Up Shares, may be subject, or (iii) result in the imposition or creation of any Lien
upon or with respect to any of the Lock-Up Shares; except, in each case, for conflicts, violations, defaults or Liens that would not individually or in the
aggregate be reasonably expected to prevent or materially impair or delay the performance by such Stockholder of its obligations hereunder.

 
If Stockholder is married, he or she shall cause his or her spouse to execute and deliver to PharmAthene a Spousal Consent in the form of that

attached hereto, and should Stockholder hereafter become married, Stockholder shall promptly cause his or her spouse to execute and deliver to the Company
a Spousal Consent in such form.
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This Agreement shall terminate immediately and be of no further force or effect upon the earliest to occur of:
 
(a) immediately prior to the consummation of (i) any acquisition or purchase from PharmAthene by any person (as defined in the Merger

Agreement) or group (within the meaning of Section 13(d)(3) of the Securities Exchange Act of 1934, as amended (“Group”)) of a 20%
or more interest in the total outstanding voting securities of PharmAthene (other than as a result of the Merger), (ii) any merger,
consolidation, business combination, share exchange or similar transaction involving PharmAthene pursuant to which the stockholders
of PharmAthene immediately preceding such transaction will hold securities representing less than 80% of the total outstanding voting
power of the surviving or resulting entity of such transaction (or PharmAthene entity of such surviving or resulting entity) (other than as
a result of the Merger), (iii) any sale, lease, exchange, transfer, exclusive license or disposition of assets (including capital stock or other
ownership interests in subsidiaries) representing 20% or more of the aggregate fair market value of the consolidated assets of
PharmAthene and its subsidiaries taken as a whole, (iv) any spin-off, spin-out, split-up, carve-out or similar event pursuant to which
assets representing 20% or more of either the aggregate fair market value of the assets of PharmAthene as of the Closing Date or the
business of the PharmAthene as of the Closing Date will be transferred in one or more transactions or (v) the public announcement of a
third party regarding a “bear hug” letter sent to PharmAthene or the public announcement of a third party regarding a tender offer for
shares of PharmAthene Common Stock;

 
(b) immediately following the launch of any tender offer or exchange offer that if consummated would result in any person (as defined in

the Merger Agreement) or Group beneficially owning securities representing 20% or more of the total outstanding voting power of
PharmAthene; or

 
(c) (i) the filing of a petition by or against PharmAthene under any chapter of the Bankruptcy Reform Act, Title 11 of the United States

Code, as amended or recodified from time to time, or under any similar law relating to bankruptcy, insolvency or other relief for
debtors, (ii) appointment of a receiver, trustee, custodian or liquidator of or for all or any part of the assets or property of PharmAthene,
(iii) the insolvency of PharmAthene, or (iv) the making of a general assignment for the benefit of creditors by PharmAthene.

 
[Signature Page Follows]
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 Very truly yours,
  

Dated: _____ ____, 2013 ______________________________
 Print Name: ____________________
  
 Acknowledged and Agreed:
  
 PHARMATHENE, INC.
  
 ______________________________
  
 Print Name: ____________________
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STOCKHOLDER AGREEMENT & WRITTEN CONSENT OF THE STOCKHOLDERS

– SPOUSAL CONSENT
 
I ____________________, spouse of ____________________, have read and approve the foregoing Post-Closing Lock-up Agreement (the “Agreement”). In
consideration of the terms and conditions as set forth in the Agreement, I hereby appoint my spouse as my attorney in fact with respect to the exercise of any
rights and obligations under the Agreement, and agree to be bound by the provisions of the Agreement insofar as I may have any rights or obligations in the
Agreement under the community property laws of the State of Washington or similar laws relating to marital or community property in effect in the state of
our residence as of the date of the Agreement.
 
Date: ________________________________________
 
Signature of Spouse: ____________________________

 
Printed Name of Spouse: _________________________
 

 

 



 

 
 

 
 
Contact:
 
For PharmAthene, Inc.:
Stacey Jurchison
Phone: (410) 269-2610
Stacey.Jurchison@PharmAthene.com

For Theraclone Sciences, Inc.
Michelle Avery
Phone: (781) 235-3060
mavery@macbiocom.com
 

  
 
FOR IMMEDIATE RELEASE:
 
 

PHARMATHENE AND THERACLONE SCIENCES ANNOUNCE MERGER AGREEMENT
TO CREATE DIVERSIFIED BIOLOGICS COMPANY TARGETING

GOVERNMENT AND COMMERCIAL MARKETS
 

 
Portfolio of Clinical-Stage Therapeutic Candidates Addressing High-Value Indications

 
Validated, Proprietary Human Monoclonal Antibody Discovery Platform

 
Management to Host Conference Call Today at 9:00 a.m. ET

 
 
ANNAPOLIS, MD and SEATTLE, WA [Date] – PharmAthene, Inc. (NYSE MKT: PIP) and Theraclone Sciences, Inc., a privately-held monoclonal
antibody (mAb) discovery and development company, announced today the signing of a definitive agreement for the merger of PharmAthene and Theraclone
in an all-stock transaction.
 
The combined company will be a fully-integrated and diversified biologics company with four clinical-stage product candidates targeting high-value
commercial and government markets. The merged company will combine vaccine and human monoclonal antibody expertise with a focus on infectious
diseases and oncology, and will feature a robust discovery pipeline with four pre-clinical programs and multiple discovery candidates, along with three
partnered products.
 
“A merger with Theraclone will significantly advance PharmAthene’s goal of achieving broader portfolio diversification,” said Eric I. Richman, President and
Chief Executive Officer of PharmAthene. “As a company with multiple clinical, pre-clinical and discovery candidates targeting important indications, the
combined company will have the potential to generate substantial value for stockholders through both corporate collaborations and the development of its
own proprietary therapeutic mAbs targeting high-value commercial markets.”
 
Mr. Richman continued, “The combined company also expects to be able to leverage non-dilutive government funding sources to support ongoing and future
product development efforts, with the possibility to receive a share of revenues from sales of SIGA Technologies’ smallpox antiviral, ArestvyrTM. As a
stronger company, with expanded access to non-dilutive funding, we expect to be solidly financed through resolution of the SIGA litigation.”
 

 



 

  
Clifford J. Stocks, Chief Executive Officer of Theraclone, who will head the new company, commented, “By combining PharmAthene’s strong vaccine and
biologics development capabilities and government contracting experience, with our clinical antibody candidates and novel discovery platform we are
establishing a premier biologics organization with multiple product candidates possessing significant near- and longer-term revenue potential in high-value
commercial markets.”
 
Clinical Stage Product Pipeline
 
The combined company’s clinical stage product candidates following the merger will include:
 

• TCN-202 CMV Antibody – a broadly-neutralizing mAb that is being developed for the prevention and treatment of human cytomegalovirus (CMV)
infections, common in immunocompromised populations, including patients with HIV, cancer and those undergoing organ transplant surgery. TCN-
202 has completed a Phase 1 clinical trial, with a Phase 2 study in solid organ transplant scheduled to begin later this year. The combined company
will explore other indications for this program.

 
• TCN-032 Influenza Antibody – a broadly-protective mAb being developed for the treatment of pandemic and severe seasonal influenza. TCN-032

has completed a Phase 2a clinical trial, with results expected to be announced later this year.
 

• SparVax® Anthrax Vaccine – a recombinant protective antigen (rPA), next-generation anthrax vaccine being developed for pre and post-exposure
prophylaxis of anthrax infection. One Phase 1 and two Phase 2 clinical trials involving 770 subjects have been completed. Additional Phase 2
clinical trial testing is planned to begin this year.

 
• Valortim® Anthrax Anti-Toxin – a fully human mAb intended for the prevention and treatment of anthrax infection that has completed two Phase 1

clinical trials.
 
Pre-Clinical Product Pipeline
 
In addition to four clinical-stage product candidates, the merged company will feature a robust pre-clinical pipeline driven by the proprietary I-STAR™
memory B-cell interrogation platform, which facilitates the discovery of human antibodies against novel targets. Presently, Theraclone has an established
collaboration with Pfizer for specific infectious disease and oncology indications for which they have received upfront payments and research funding and
may receive development and commercialization milestones and royalties on product sales in the future based on successful advancement. Theraclone also
has collaboration with Zenyaku Kogyo who licensed the rights of the flu antibody program for Japan.
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Details of the Proposed Merger
 
The merger has been unanimously approved by both Boards of Directors and is subject to shareholder and regulatory approval, and other customary closing
conditions. Under the terms of the merger agreement, a wholly-owned subsidiary of PharmAthene will merge into Theraclone in an all-stock transaction.
PharmAthene will issue shares of PharmAthene common stock to Theraclone stockholders such that Theraclone stockholders will own 50% of the combined
company.
 
Clifford J. Stocks, Chief Executive Officer of Theraclone, is expected to serve as President and Chief Executive Officer of the merged company. Eric I.
Richman will serve as a Director of the combined company’s Board. Leerink Swann and Healthios Capital Markets acted as financial advisors to
PharmAthene and Theraclone, respectively.
 
Conference Call Information
 
PharmAthene management will host a conference call to discuss the proposed merger with Theraclone Sciences, Inc. The call is scheduled to begin at 9:00
a.m. Eastern Time on Thursday, August 1, 2013 and is expected to last approximately 30 minutes. The dial-in number within the United States is 877-474-
9503.  The dial-in number for international callers is 857-244-7556.  The participant passcode is 91495605.
 
A replay of the conference call will be available beginning at approximately 11:00 a.m. Eastern Time on August 1, 2013 until approximately 11:59 p.m.
Eastern Time on September 1, 2013.  The dial-in number to access the replay from within the United States is 888-286-8010.  For international callers, the
dial-in number is 617-801-6888.  The participant passcode is 84556202.
 
The conference call will also be webcast and can be accessed from the Company’s website at www.PharmAthene.com. A link to the webcast may be found
under the Investor Relations section of the website.
 
Important Additional Information about the Proposed Merger
 
This communication is being made in respect of the proposed merger involving Theraclone Sciences, Inc. and PharmAthene, Inc. PharmAthene will file with
the SEC a current report on Form 8-K, which will include the merger agreement and related documents. In addition, PharmAthene intends to file a
registration statement on Form S-4 with the SEC, which will contain a joint proxy statement/prospectus and other relevant materials, and plans to file with the
SEC other documents regarding the proposed transaction. The final joint proxy statement/prospectus will be sent to the stockholders of PharmAthene and
Theraclone in connection with the special meetings of stockholders to be held to vote on matters relating to the proposed transaction. The joint proxy
statement/prospectus will contain information about PharmAthene, Theraclone, the proposed merger, and related matters. STOCKHOLDERS ARE
URGED TO READ THE JOINT PROXY STATEMENT/PROSPECTUS (INCLUDING ANY AMENDMENTS OR SUPPLEMENTS) AND
OTHER DOCUMENTS FILED WITH THE SEC CAREFULLY IN THEIR ENTIRETY WHEN THEY BECOME AVAILABLE, AS THEY WILL
CONTAIN IMPORTANT INFORMATION THAT STOCKHOLDERS SHOULD CONSIDER BEFORE MAKING A DECISION ABOUT THE
MERGER AND RELATED MATTERS. In addition to receiving the joint proxy statement/prospectus and proxy card by mail, stockholders will also be
able to obtain the joint proxy statement/prospectus, as well as other filings containing information about PharmAthene, without charge, from the SEC’s
website (http://www.sec.gov) or, without charge, by contacting Stacey Jurchison at PharmAthene at (410) 269-2610. This announcement is neither a
solicitation of proxy, an offer to purchase, nor a solicitation of an offer to sell shares of PharmAthene.
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Participants in Solicitation
 
PharmAthene and its executive officers and directors may be deemed to be participants in the solicitation of proxies from PharmAthene’s stockholders with
respect to the matters relating to the proposed merger. Theraclone may also be deemed a participant in such solicitation. Information regarding
PharmAthene’s executive officers and directors is available in Amendment No. 1 to PharmAthene’s proxy statement on Schedule 14A, filed with the SEC on
May 9, 2013. Information regarding any interest that PharmAthene, Theraclone or any of the executive officers or directors of PharmAthene or Theraclone
may have in the transaction with Theraclone will be set forth in the joint proxy statement/prospectus that PharmAthene intends to file with the SEC in
connection with its shareholder vote on matters relating to the proposed merger. Stockholders will be able to obtain this information by reading the joint proxy
statement/prospectus when it becomes available.
 
About PharmAthene
 
PharmAthene was formed to meet the critical needs of the United States and its allies by developing and commercializing medical countermeasures against
biological and chemical threats. PharmAthene's current biodefense portfolio includes the following product candidates:
 

• SparVax® - a next generation recombinant protective antigen (rPA) anthrax vaccine
• Recombinant BChE - a novel bioscavenger for the prevention and treatment of morbidity and mortality associated with exposure to chemical nerve

agents
• Valortim® - a fully human mAb for the prevention and treatment of anthrax infection

 
About Theraclone Sciences

 
Theraclone Sciences is committed to revolutionizing the treatment of cancer and serious infectious diseases by harnessing the power of the human immune
system. Theraclone’s In-Situ Therapeutic Antibody Rescue (I-STAR™) technology platform identifies rare, naturally evolved (mAbs) from the blood cells of
immunologically relevant human subjects to generate novel, disease-specific antibodies to fight various forms of cancer and serious infectious diseases. The
company’s portfolio includes:
 

• TCN-032 –Flu Antibody, is a broadly protective universal flu therapeutic being developed for the potential treatment of severe seasonal influenza
and pandemic influenza – a significant unmet market opportunity. A Phase 1 and Phase 2a clinical study have been completed with plans to begin a
Phase 2b clinical trial in early 2014.

 
• TCN-202 – CMV Antibody, is a broadly neutralizing, novel therapeutic for the treatment and prevention of cytomegalovirus (CMV) infection – a

ubiquitous infection common in certain immunocompromised patients such as those with leukemia, HIV, or undergoing transplant surgery.
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Theraclone’s unique mAb discovery platform has captured the interest of large Pharma, with the potential to yield multiple collaboration opportunities for
various disease targets. The company has established discovery collaborations with Pfizer, Zenyaku Kogyo and the International AIDS Vaccine Research
Initiative. For additional information, visit www.theraclone-sciences.com.
 
PharmAthene Forward-Looking Statement Disclosure
 
Except for the historical information presented herein, matters discussed may constitute forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995 that are subject to certain risks and uncertainties that could cause actual results to differ materially from any future
results, performance or achievements expressed or implied by such statements. Statements that are not historical facts, including statements preceded by,
followed by, or that include the words “will”; "potential"; "believe"; "anticipate"; "intend"; "plan"; "expect"; "estimate"; "could"; "may"; "should"; or similar
statements are forward-looking statements. Such statements include, but are not limited to those referring to the potential for the generation of value, ability to
leverage funding sources, potential for revenue, and potential for growth. PharmAthene disclaims any intent or obligation to update these forward-looking
statements. Risks and uncertainties include, among others, failure to obtain necessary shareholder approval for the proposed merger with Theraclone and the
matters related thereto; failure of either party to meet the conditions to closing of the transaction; delays in completing the transaction and the risk that the
transaction may not be completed at all; failure to realize the anticipated benefits from the transaction or delay in realization thereof; the businesses of
PharmAthene and Theraclone may not be combined successfully, or such combination may take longer, be more difficult, time-consuming or costly to
accomplish than expected; operating costs and business disruption during the pendency of and following the transaction, including adverse effects on
employee retention and on business relationships with third parties; the combined company’s need for and ability to obtain additional financing; risk
associated with the reliability of the results of the studies relating to human safety and possible adverse effects resulting from the administration of the
combined company's product candidates; unexpected funding delays and/or reductions or elimination of U.S. government funding for one or more of the
combined company's development programs; the award of government contracts to competitors; unforeseen safety issues; unexpected determinations that
these product candidates prove not to be effective and/or capable of being marketed as products; as well as risks detailed from time to time in PharmAthene's
Form 10-K under the caption "Risk Factors" and in its other reports filed with the U.S. Securities and Exchange Commission (the "SEC"). In particular, there
is significant uncertainty regarding the level and timing of sales of Arestvyr™ and when and whether it will be approved by the U.S. FDA and corresponding
health agencies around the world. PharmAthene cannot predict with certainty if or when SIGA will begin recognizing profit on the sale thereof and there can
be no assurance that any profits received by SIGA and paid to PharmAthene will be significant. In its May 2013 decision, the Delaware Supreme Court
reversed the remedy ordered by the Court of Chancery and remanded the issue of a remedy back to the trial court for reconsideration in light of the Supreme
Court’s opinion. As a result, there can be no assurance that the Chancery Court will issue a remedy that provides PharmAthene with a financial interest in
Arestvyr™ and related products or any meaningful remedy. In addition, significant additional research work, non-clinical animal studies, human clinical
trials, and manufacturing development work remain to be done with respect to SparVax® each of TCN-202 and TCN-032. At this point there can be no
assurance that any of these product candidates will be shown to be safe and effective and approved by regulatory authorities for use in humans. Copies of
PharmAthene's public disclosure filings are available from its investor relations department and its website under the investor relations tab at
http://www.pharmathene.com.
 

###
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Creating a Diversified Biologics Company Addressing Government and Commercial Markets

 



 

2 Safe Harbor Statement Except for the historical information presented herein, matters discussed may constitute forward - looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 that are subject to certain risks and uncertainties that could cause actual results to differ materially from any future results, performance or achievements expressed or implied by such statements . Statements that are not historical facts, including statements preceded by, followed by, or that include the words “will” ; "potential" ; "believe" ; "anticipate" ; "intend" ; "plan" ; "expect" ; "estimate" ; "could" ; "may" ; "should" ; or similar statements are forward - looking statements . Such statements include, but are not limited to those referring to the potential for the generation of value, ability to leverage funding sources, potential for revenue, and potential for growth . PharmAthene disclaims any intent or obligation to update these forward - looking statements . Risks and uncertainties include, among others, failure to obtain necessary shareholder approval for the proposed merger with Theraclone and the matters related thereto ; failure of either party to meet the conditions to closing of the transaction ; delays in completing the transaction and the risk that the transaction may not be completed at all ; failure to realize the anticipated benefits from the transaction or delay in realization thereof ; the businesses of PharmAthene and Theraclone may not be combined successfully, or such combination may take longer, be more difficult, time - consuming or costly to accomplish than expected ; operating costs and business disruption during the pendency of and following the transaction, including adverse effects on employee retention and on business relationships with third parties ; the combined company’s need for and ability to obtain additional financing ; risk associated with the reliability of the results of the studies relating to human safety and possible adverse effects resulting from the administration of the combined company's product candidates ; unexpected funding delays
and/or reductions or elimination of U . S . government funding for one or more of the combined company's development programs ; the award of government contracts to competitors ; unforeseen safety issues ; unexpected determinations that these product candidates prove not to be effective and/or capable of being marketed as products ; as well as risks detailed from time to time in PharmAthene's Form 10 - K under the caption "Risk Factors" and in its other reports filed with the U . S . Securities and Exchange Commission (the "SEC") . In particular, there is significant uncertainty regarding the level and timing of sales of Arestvyr™ and when and whether it will be approved by the U . S . FDA and corresponding health agencies around the world . PharmAthene cannot predict with certainty if or when SIGA will begin recognizing profit on the sale thereof and there can be no assurance that any profits received by SIGA and paid to PharmAthene will be significant . In its May 2013 decision, the Delaware Supreme Court reversed the remedy ordered by the Court of Chancery and remanded the issue of a remedy back to the trial court for reconsideration in light of the Supreme Court’s opinion . As a result, there can be no assurance that the Chancery Court will issue a remedy that provides PharmAthene with a financial interest in Arestvyr™ and related products or any meaningful remedy . In addition, significant additional research work, non - clinical animal studies, human clinical trials, and manufacturing development work remain to be done with respect to SparVax ® each of TCN - 202 and TCN - 032 . At this point there can be no assurance that any of these product candidates will be shown to be safe and effective and approved by regulatory authorities for use in humans . Copies of PharmAthene's public disclosure filings are available from its investor relations department and its website under the investor relations tab at http : //www . pharmathene . com .

 



 

3 Additional Important Information About the Merger This communication is being made in respect of the proposed merger involving Theraclone Sciences, Inc. and PharmAthene, Inc. PharmAthene will file with the SEC a current report on Form 8 - K, which will include the merger agreement and related documents. In addition, PharmAthene intends to file a registration statement on Form S - 4 with the SEC, which will contain a joint proxy statement/prospectus and other relevant materials, and plans to file with the SEC other documents regarding the proposed transaction. The final joint proxy statement/prospectus will be sent to the shareholders of PharmAthene and Theraclone in connection with the special meetings of shareholders to be held to vote on matters relating to the proposed transaction. The joint proxy statement/prospectus will contain information about PharmAthene, Theraclone, the proposed merger, and related matters. SHAREHOLDERS ARE URGED TO READ THE JOINT PROXY STATEMENT/PROSPECTUS (INCLUDING ANY AMENDMENTS OR SUPPLEMENTS) AND OTHER DOCUMENTS FILED WITH THE SEC CAREFULLY IN THEIR ENTIRETY WHEN THEY BECOME AVAILABLE, AS THEY WILL CONTAIN IMPORTANT INFORMATION THAT SHAREHOLDERS SHOULD CONSIDER BEFORE MAKING A DECISION ABOUT THE MERGER AND RELATED MATTERS. In addition to receiving the joint proxy statement/prospectus and proxy card by mail, shareholders will also be able to obtain the joint proxy statement/prospectus, as well as other filings containing information about PharmAthene, without charge, from the SEC’s website ( http://www.sec.gov ) or, without charge, by contacting Stacey Jurchison at PharmAthene at (410) 269 - 2610. This announcement is neither a solicitation of proxy, an offer to purchase, nor a solicitation of an offer to sell shares of PharmAthene .

 



 

4 PharmAthene / Theraclone PharmAthene, Inc., (NYSE MKT: PIP) a leading biodefense company, and Theraclone Sciences, Inc., a monoclonal antibody discovery and development company, are merging to form a commercially - focused biologics company with extensive vaccines and therapeutics expertise

 



 

5 Combined Company – Investment Opportunity Compelling transaction with complementary capabilities to realize synergies and accelerate value Premier biologics company with vaccine and antibody expertise and a focus on infectious diseases and oncology Four clinical programs and multiple partnered pre - clinical programs addressing high - value markets Robust discovery engine with validated mAb platform technology providing significant collaboration opportunities Significant revenue potential from SIGA smallpox antiviral, Arestvyr™

 



 

6 Biologics Company with Significant Growth Potential Non - dilutive funding to drive near - term growth Product development milestones and deals to drive long - term growth DEVELOP SIGNIFICANT COMMERCIAL PRODUCTS DEVELOP GOVERNMENT MARKETS LEVERAGE PROPRIETARY I - STAR™ PLATFORM • Flu Antibody (TNC - 032) • CMV Antibody (TNC - 202) • P re - clinical pipeline • Pfizer partnered programs • Non - dilutive R&D partnerships • New drug candidates for commercial and government pipeline • Non - dilutive grants and contracts • SparVax ® - Anthrax Vaccine • Valortim® - Anthrax Anti - toxin • Flu Antibody (TNC - 032 ) +

 



 

7 New Market Opportunity – Antibody Therapeutics • Fasted growing segment of the biopharmaceutical industry • Top 6 antibody products have sales of $ 5 billion each annually* • 8 of the top 20 selling biotechnology drugs are monoclonal antibodies • 30 approved products on the market * • Clear regulatory pathway to approval • Proven manufacturing processes Estimated revenues of $58 billion* in 2016 Revenues of $ 44.6 billion in 2011 *BCC Research 2012

 



 

8 PRODUCT INDICATION PRE - CLINICAL PHASE I PHASE IIa PHASE IIb MARKET OPPORTUNITIES MARKET POTENTIAL SparVax ® Recombinant protective antigen (rPA) anthrax vaccine Anthrax Infection >$1B TCN - 032 Influenza A Therapeutic Several Seasonal & Pandemic Flu >$500MM TCN - 202 Human Cytomegalovirus Solid Organ Transplant, Congenital CMV Transmission $250 - 500MM Valortim™ Anthrax Anti - toxin Anthrax Infection Up to $500MM Non - disclosed Oncology / Infectious Diseases Up to $305MM Milestone / Royalty Payments Diversified Clinical Pipeline Targeting Large Market Opportunities

 



 

9 ISTAR Validating Partnerships January 2011 I - STAR™ collaboration to discover antibodies against up to four undisclosed targets in the areas of infectious disease and cancer. Pfizer has Worldwide licensing rights. 2008 IAVI Innovation Fund collaboration to discover and generate HIV - neutralizing antibodies – expanded 2010 & 2013 October 2009 I - STAR collaboration to discover and develop broadly protective antibodies for the treatment of pandemic influenza and severe seasonal influenza. ZK has rights to Japan ‘AIDS Researchers Isolate New Potent and Broadly Effective Antibodies Against HIV’

 



 

10 Flu Antibody: TNC - 032 • IgG mAb that binds to a novel, highly - conserved universal epitope – Influenza A (H1N1; H5N1; H7N9) • Phase 1 completed; favorable safety and pharmacokinetic profile • Phase 2 a viral challenge completed; data to be presented at a scientific meeting • Annually, 200,000 U.S. patients are hospitalized; 36,000 die from serious influenza infections* • Government stockpile market offers significant upside potential TCN - 032 Human Monoclonal Antibody Product Profile Potential WW revenue opportunity >$ 500MM *2003 study by CDC published in JAMA

 



 

11 Cytomegalovirus (CMV) Antibody: TCN - 202 • Recognizes broadly conserved epitope on CMV • Neutralizes CMV viral infection in many cell types – Epithelia, endothelial, fibroblasts, etc. • ~1,000x more potent than plasma - derived CMV - IGIV (pre - clinical studies) • Phase 1 completed; favorable safety, immunogenicity with PK properties consistent with human mAbs TCN - 202 Human Monoclonal Antibody Product Profile Management of CMV disease is a significant unmet medical need *Theraclone study conducted by Dr. Wolf of Hadassah Univ. Hospital in Jerusalem

 



 

12 SparVax ® Next Generation Anthrax Vaccine • Highly purified recombinant p rotective antigen – Modern E. coli - based production • 770 individuals in Phase I and Phase II clinical trials • Pre - and post - exposure protection • Enhanced convenience and cost - effectiveness (PEP regimen) – 3 dose IM regimen – Enhanced convenience (prefilled syringe) • Vaccine efficacy equal to or better than the licensed product Recombinant Protective Antigen (rPA) anthrax vaccine Product Profile SparVax ® Ideally Suited to Fulfill Stockpile Requirement

 



 

13 Valortim ® Anthrax Anti - Toxin • Dept. of Homeland Security Material Threat Assessment: 200,000 treatments • HHS procurement program to fulfill requirement Fully human monoclonal antibody (mAb) • Unique mechanism of action similar to natural immune response • Effective Pre - and Post - exposure • Demonstrated significant protection after single dose in primates • A bility to neutralize free and cell - bound anthrax toxin • Potential sporicidal activity * * Cross, et. Al, 2009; University of Maryland, Poster: Keystone Symposia on Molecular and Cellular Biology Gov’t Requirement for Anthrax Anti - Toxin Product Profile

 



 

14 Nerve Agent Bioscavenger rBChE Nerve Agent Bioscavenger to Address Chemical Threats • Prevents physiological damage from chemical nerve agents • Robust advanced expression system (AES) technology platform • $5.7MM in DoD funding • Cell culture - based manufacturing • Scalable manufacturing process • Streamlined development and production with clear regulatory path Fully human recombinant bioscavenger Key Advantages

 



 

15 I - STAR ™ Generating Highly - Specific Human Antibodies for Significant Unmet Medical Needs Selected donor population convalescent/vaccinated subjects = protective Abs Superior B - cell activation Deep sequencing of all hit wells Rapid screen for binding and function IgG+ Memory B - cells “Archive of immunological history” >10,000 human mAb clones ID clones that neutralize/ bind target Obtain sequences for all mAbs Generate recombinant cell line Therapeutic bNAbs

 



 

16 Significant Near - Term Revenue Opportunity Arestvyr ™ (SIGA Technologies) Oral Smallpox Antiviral Up to ~$2.8B * NOTE: The above based solely on information from the following public sources: SIGA press releases and other public statements, Research analyst reports, SEC filings • $2.8B* U.S. market opportunity plus potential for international contracts • Product delivery to USG commenced • 190,000 treatment courses accepted by the USG in Mar 2013 • Additional 190,000 courses delivered in Apr 2013 • Combined value of ~$50M • Initial 500,000 treatment course delivery expected by end of Q2 2013 • 500,000 delivery triggers threshold to invoice the USG * Assumes full execution of “justification for other than full and open competition” notification initially issued by BARDA i n D ecember 2010 and supplemented in May 2011

 



 

17 Significant Revenue Opportunity Arestvyr™ (SIGA Technologies) Oral Smallpox Antiviral • Breach of contract lawsuit filed by PharmAthene in December 2006 • PharmAthene awarded 50% of net profits on WW sales of Arestvyr™ for 10 years by Delaware Court of Chancery in September 2011 • Decision appealed in June 2011; case remanded to Delaware Chancery Court for reconsideration of damages award and attorneys’ fees based on new liability finding • $2.8B* U.S. market opportunity plus potential for international contracts and U.S. government replenishment orders • Product delivery to U.S. government commenced in early 2013 * Assumes full execution of “justification for other than full and open competition” notification initially issued by BARDA i n D ecember 2010 and supplemented in May 2011

 



 

18 Combined Company Executive Team Clifford J. Stocks Chief Executive Officer Calistoga Pharmaceuticals, Inc., ICOS Corporation Russ Hawkinson Chief Financial Officer Corixa Corporation Ernst & Young Kristine Swiderek, Ph.D. Chief Scientific Officer Zymogenetics, National Cancer Center Eleanor L. Ramos, M.D. Chief Medical Officer Zymogenetics Roche, Bristol - Myers Squibb Wayne Morges, Ph.D. SVP, Reg Affairs & Quality Baxter Vaccines Acambis, Merck Jordan Karp SVP, General Counsel Constellation Energy MCI Comm., Guilford Pharma Francesca Cook SVP, Policy and Government Affairs Guilford Pharma Covance Health Econ., U.S. HHS

 



 

19 Combined Company Board of Directors Mitch Sayare, Ph.D. Chairman ImmunoGen XenoGen Clifford J. Stocks Chief Executive Officer Calistoga Pharmaceuticals, Inc., ICOS Corporation Steve Gillis, Ph.D. Immunex, Corixa, ARCH portfolio Eric I. Richman PharmAthene MedImmune, HCV Partners Wende Hutton Canaan Partners Mayfield Fund, GenPharm Int’l. John M. Gill Tetralogic Pharmaceuticals 3D Pharma, SKB, Peat Marwick Brian Markison King Pharmaceuticals Fougera (sold to Sandoz) Derace Schaffer, M.D. The LAN Group To be named

 



 

20 Near - Term Valuation Catalysts Initiate CMV antibody Phase 2 a study Q3 13 Present Flu Antibody Phase 2a results Q3 13 Present CMV Antibody Phase 1 results Q3 13 Secure additional USG SparVax ® funding Q4 13 Initiate SparVax ® Phase 2 clinical trial Q4 13 Event* Date *The Milestones listed above are targets established by the Company. The achievement of these milestones are subject to spec ifi c events, many of which are not within the control of the Company. There can be no assurance that the events will occur within the time fra mes indicated.

 



 

21 Key Terms of the Transaction Proposed Transaction: Tax - free, all stock transaction Pro Forma Ownership: Merger of Equals Next Steps: Joint Proxy Statement Prospectus filing Shareholder meeting and vote Name: PharmAthene Public Market: NYSE MKT; symbol “PIP”
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AUGUST 01, 2013 / 01:00PM  GMT, PIP - PharmAthene, Inc. and Theraclone Sciences Announce Merger Agreement to Create
Diversified Biologics Company Targeting Government and Commercial Markets

 
CORPORATE PARTICIPANTS
 
Stacey Jurchison PharmAthene, Inc. - IR

 
Eric Richman PharmAthene, Inc. - President, CEO

 
Cliff Stocks Theraclone - CEO

 
Linda Chang PharmAthene, Inc. - SVP, CFO
 
CONFERENCE CALL PARTICIPANTS
 
Nathan Cali Noble Financial - Analyst
 
Yi Chen Aegis Capital - Analyst
 
Robert FuentesPrivate Investor
 
Greg Wade Wedbush - Analyst

 
PRESENTATION
 
Operator

 
 
Good day ladies and gentlemen and welcome to the PharmAthene and Theraclone Sciences joint conference call. My name is Lisa and I will be the
coordinator for this morning's call. At this time, all participants are in listen-only mode. Following the prepared remarks, we will conduct a question and
answer session.
 
AS A REMINDER, THIS CONFERENCE IS BEING RECORDED FOR REPLAY PURPOSES. I'D NOW LIKE TO TURN THE CONFERENCE OVER TO YOUR HOST FOR TODAY, MS. STACEY JURCHISON.
PLEASE PROCEED. THANK YOU.
 
Stacey Jurchison - PharmAthene, Inc. - IR
 
 
Thank you, Lisa. Good morning, everyone, and thank you for joining us today. My name is Stacey Jurchison and I am the Director of Corporate
Communications for PharmAthene. We are very pleased you could join us today to learn about the proposed merger between PharmAthene and Theraclone
Sciences.
 
A JOINT PRESS RELEASE WAS ISSUED EARLY THIS MORNING OUTLINING DETAILS OF THIS IMPORTANT TRANSACTION. THERE WILL BE FURTHER COMMUNICATIONS IN THE DAYS AND

WEEKS AHEAD ABOUT THE PROPOSED MERGER. WE ALSO INTEND TO FILE A PRELIMINARY PROXY STATEMENT PROSPECTUS. SHAREHOLDERS OF PHARMATHENE ARE URGED TO READ

ALL RELEVANT DOCUMENTS FILED WITH THE SEC, INCLUDING THE PROXY STATEMENT, AS IT WILL CONTAIN IMPORTANT INFORMATION ABOUT THE PROPOSED TRANSACTION.
 
I MUST POINT OUT THAT DURING TODAY'S CALL WE WILL BE MAKING PROJECTIONS AND OTHER FORWARD-LOOKING STATEMENTS, WHICH ARE BASED ON OUR CURRENT BELIEFS AND

EXPECTATIONS. PLEASE BE AWARE THAT THESE STATEMENTS ARE SUBJECT TO CERTAIN RISKS AND UNCERTAINTIES. WE ADVISE YOU TO CONSULT PHARMATHENE'S FILINGS WITH THE

SEC FOR ADDITIONAL INFORMATION.
 
IN ADDITION, THIS COMMUNICATION MAY BE DEEMED TO BE A SOLICITATION IN RESPECT OF THE PROPOSED MERGER OF PHARMATHENE AND THERACLONE. THE DIRECTORS AND

EXECUTIVE OFFICERS OF PHARMATHENE AND THERACLONE MAY BE DEEMED TO BE PARTICIPANTS IN THE SOLICITATION OF PROXIES FROM PHARMATHENE AND THERACLONE COMMON

STOCKHOLDERS IN RESPECT OF THIS PROPOSED TRANSACTION.
 
I WILL NOW TURN THE CALL OVER TO ERIC RICHMAN, PRESIDENT AND CEO OF PHARMATHENE, TO BEGIN. ERIC?
 
Eric Richman - PharmAthene, Inc. - President, CEO
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Thank you, Stacey, and good morning, everyone. We are pleased you could participate today as we inform you about the proposed merger of PharmAthene
and Theraclone Sciences. I would like to begin by extending a warm welcome to Theraclone investors and employees who are joining us. On the call with me
today is Linda Chang, Senior Vice President and Chief Financial Officer for PharmAthene, and Clifford Stocks, Chief Executive Officer of Theraclone.
 
AS I'VE PREVIOUSLY MENTIONED ON PRIOR CONFERENCE CALLS, PHARMATHENE'S STRATEGIC VISION IS TO BUILD A SOLID FOUNDATION IN BIODEFENSE WITH DIVERSIFICATION IN

BROADER COMMERCIAL MARKETS. WE FIRST MET THERACLONE SEVERAL YEARS AGO WHEN THEY DISCOVERED A UNIVERSAL MONOCLONAL ANTIBODY FOR SYMPTOMATIC FLU

INFECTION, A VERY IMPORTANT PRODUCT WHICH ADDRESSES BOTH COMMERCIAL AND GOVERNMENT STOCKPILE MARKETS.
 
WE HAVE FOLLOWED THEIR PROGRESS OVER THE YEARS AND HAVE BEEN QUITE IMPRESSED WITH THEIR ABILITY TO DEVELOP NOT ONLY THIS FLU CANDIDATE, BUT ALSO A PORTFOLIO

OF OTHER MONOCLONAL ANTIBODY PRODUCTS ADDRESSING SIGNIFICANT UNMET MEDICAL NEEDS.
 
OUR DECISION TO MERGE WITH THERACLONE IS CONSISTENT WITH THE EXECUTION OF OUR LONG-TERM STRATEGY. WE BELIEVE THIS TRANSACTION REPRESENTS A SIGNIFICANT

VALUE-CREATING OPPORTUNITY FOR BOTH PHARMATHENE AND THERACLONE SHAREHOLDERS, COMBINING PHARMATHENE'S STRONG VACCINE AND BIOLOGICS DEVELOPMENT

CAPABILITIES AND GOVERNMENT CONTRACTING EXPERIENCE, WITH THERACLONE'S UNIQUE MONOCLONAL ANTIBODY PIPELINE AND DISCOVERY PLATFORM.
 
TOGETHER, WE ARE BUILDING A SUPERIOR BIOLOGICS COMPANY WITH MONOCLONAL ANTIBODY EXPERTISE AND A BROAD PORTFOLIO THAT WE BELIEVE WILL LEAD TO SUSTAINABLE

LONG-TERM GROWTH.
 
MONOCLONAL ANTIBODIES REPRESENT ONE OF THE FASTEST GROWING SEGMENTS OF THE PHARMACEUTICAL INDUSTRY TODAY. CURRENTLY, THERE ARE 30 MONOCLONAL ANTIBODY-
BASED PRODUCTS THAT ARE MARKETED WORLDWIDE, WITH REVENUES IN EXCESS OF $40 BILLION IN 2011 AND GROWING.
 
IT IS A TECHNOLOGY WITH A CLEAR REGULATORY PATH, A WELL ACCEPTED MANUFACTURING PROCESS, AND THE ABILITY TO ADDRESS UNMET MEDICAL NEEDS. INVESTOR INTEREST IN
MONOCLONAL ANTIBODIES IS WELL ESTABLISHED AND, OVER THE YEARS, SHAREHOLDERS AND PATIENTS ALIKE HAVE BENEFITTED FROM THESE IMPORTANT PRODUCTS.
 
THE NEW COMPANY WILL FEATURE A DIVERSIFIED PORTFOLIO COMPRISED OF FOUR CLINICAL STAGE PROGRAMS, PHARMA PARTNERSHIPS, AND MULTIPLE PRE-CLINICAL PROGRAMS WITH

A FOCUS IN INFECTIOUS DISEASES AND ONCOLOGY. THE COMBINED COMPANY WILL CONTINUE TO BENEFIT FROM OUR ABILITY TO LEVERAGE NON-DILUTIVE GOVERNMENT FUNDING. IN

ADDITION, WE HAVE THE POTENTIAL TO RECEIVE A SHARE OF REVENUE FROM SALES OF SIGA TECHNOLOGIES' SMALLPOX ANTIVIRAL, ARESTVYR.
 
AS A STRONGER COMBINED COMPANY WITH EXPANDED ACCESS TO NON-DILUTIVE FUNDING SOURCES, WE EXPECT TO REMAIN SOLIDLY FINANCED THROUGH RESOLUTION OF THE SIGA
LITIGATION AND ADVANCE A BROADER PIPELINE OF THERAPIES FOR UNMET MEDICAL NEEDS.
 
FOR EXAMPLE, THERACLONE'S FLU ANTIBODY IS BEING DEVELOPED FOR THE TREATMENT OF PATIENTS WHO ARE HOSPITALIZED WITH SEVERE SEASONAL INFLUENZA, AND ALSO HAS

PROMISING APPLICATION IN THE PREVENTION AND TREATMENT OF PANDEMIC FLU.
 
THE NEED FOR A BROAD-SPECTRUM FLU TREATMENT WAS OUTLINED IN THE US GOVERNMENT'S MEDICAL COUNTERMEASURES IMPLEMENTATION PLAN, WHICH WAS ISSUED IN

DECEMBER 2012. THERACLONE HAS RESPONDED TO A US GOVERNMENT BROAD AGENCY ANNOUNCEMENT CALLING FOR PROPOSALS FOR A BROAD-SPECTRUM ANTI-INFLUENZA

MONOCLONAL ANTIBODY THERAPEUTIC. WE ARE VERY OPTIMISTIC ABOUT THE PROSPECTS FOR THIS PROGRAM.
 
THIS IS AN APPROPRIATE TIME FOR ME TO INTRODUCE MR. CLIFFORD STOCKS, CHIEF EXECUTIVE OFFICER OF THERACLONE. CLIFF JOINED THERACLONE IN DECEMBER OF 2011
AND BRINGS MORE THAN TWENTY YEARS OF EXPERIENCE IN THE BIOTECHNOLOGY INDUSTRY.
 
CLIFF SPENT 15 YEARS WITH ICOS CORPORATION, WHERE HE SERVED AS EXECUTIVE OFFICER AND VICE PRESIDENT OF BUSINESS DEVELOPMENT. DURING THIS TIME, HE PLAYED

AN INSTRUMENTAL ROLE AS PART OF THE LEADERSHIP TEAM THAT DEVELOPED AND LAUNCHED CIALIS AND WAS A KEY ARCHITECT OF THE LILLY ICOS JOINT VENTURE PARTNERSHIP,
WHICH ULTIMATELY LED TO THE $2.3 BILLION ACQUISITION OF ICOS IN 2007.
 
MOST RECENTLY, HE SERVED AS CHIEF BUSINESS OFFICER AT CALISTOGA PHARMACEUTICALS, WHERE HE SPEARHEADED THE COLLABORATION AND M&A ACTIVITIES THAT

ULTIMATELY RESULTED IN THE ACQUISITION OF CALISTOGA BY GILEAD IN 2011 FOR $600 MILLION. CLIFF IS A HIGHLY-EXPERIENCED BIOTECHNOLOGY EXECUTIVE AND IS WELL

RESPECTED WITHIN THE BIOTECH AND INVESTMENT COMMUNITIES. IT IS MY PLEASURE TO INTRODUCE HIM TO YOU TODAY.
 
Cliff Stocks - Theraclone - CEO
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Thank you, Eric, and good morning, everyone. I would like to underscore Eric's comments and express our shared enthusiasm for this transaction, which has
been unanimously approved by both Companies' Boards of Directors. Theraclone and PharmAthene have complementary pipelines focused on monoclonal
antibodies and vaccines, potentially addressing a broad spectrum of indications in significant, high value markets.
 
TOGETHER, OUR GOAL IS TO CREATE A STRONGER ORGANIZATION WITH AN ENVIABLE PIPELINE OF IMPORTANT PRODUCTS, AND A ROBUST DISCOVERY ENGINE TO GENERATE NEW

PRODUCT CANDIDATES THAT DRIVE SHAREHOLDER VALUE.
 
LET ME PROVIDE SOME BACKGROUND ON OUR COMPANY, AND THEN I WILL INTRODUCE OUR LEAD CLINICAL CANDIDATES. THERACLONE WAS FORMED IN 2004 AND HAS RECEIVED

VENTURE FUNDING FROM SOME OF MOST PROMINENT LIFE SCIENCES INVESTORS, INCLUDING ARCH VENTURE PARTNERS, CANAAN PARTNERS, HEALTHCARE VENTURES, MPM
CAPITAL, AND AMGEN VENTURES, AMONG OTHERS.
 
DR. STEVEN GILLIS FROM ARCH VENTURE PARTNERS, WHO IS OUR FOUNDING CHAIRMAN, WAS ALSO THE CO-FOUNDER OF IMMUNEX AND CORIXA, COMPANIES FOCUSED ON

BIOLOGICS AND VACCINES. DR. GILLIS WILL CONTINUE TO SERVE ON THE BOARD OF THE NEW COMPANY.
 
MONOCLONAL ANTIBODY THERAPY HAS MADE TREMENDOUS ADVANCES OVER THE PAST TWENTY YEARS. AS A RESULT, ANTIBODY COMPANIES HAVE EXPERIENCED SIGNIFICANT

COMMERCIAL SUCCESS AND CURRENTLY REPRESENT ONE OF THE MOST PROMISING THERAPEUTIC DRUG CLASSES ON THE MARKET.
 
THE BACKBONE OF OUR COMPANY AND OUR MONOCLONAL ANTIBODY DISCOVERY ENGINE IS OUR PROPRIETARY IN-SITU THERAPEUTIC ANTIBODY RESCUE, OR "I-STAR"
TECHNOLOGY PLATFORM. I-STAR ENABLES US TO INTERROGATE THE ENTIRE HUMAN MEMORY B CELL REPERTOIRE TO IDENTIFY RARE, NATURALLY EVOLVED MONOCLONAL

ANTIBODIES FROM THE BLOOD CELLS OF IMMUNOLOGICALLY-RELEVANT HUMAN SUBJECTS TO GENERATE NOVEL, DISEASE-SPECIFIC ANTIBODIES THAT TARGET SOME OF THE MOST

SERIOUS HUMAN DISEASES.
 
THIS IS NOT AN EXPERIMENTAL PLATFORM. WE HAVE VALIDATED OUR ABILITY TO GENERATE IMPORTANT NEW DRUG CANDIDATES THROUGH PARTNERSHIPS WITH PFIZER, ZENYAKU

KOGYO, AND THE INTERNATIONAL AIDS VACCINE INITIATIVE. WE HAVE ALSO GENERATED OUR OWN INTERNAL CLINICAL CANDIDATES, SPECIFICALLY, A FLU ANTIBODY AND A CMV
ANTIBODY THAT HAVE SHOWN PROOF-OF-PRINCIPLE IN ANIMAL AND HUMAN STUDIES.
 
I-STAR HAS THE ABILITY TO GENERATE VALUE FOR SHAREHOLDERS IN TWO WAYS. FIRST, THROUGH OUR CURRENT PARTNERSHIPS, AND ALSO THROUGH NEW COLLABORATIONS WITH

OTHER LARGE PHARMACEUTICAL COMPANIES THAT ARE INTERESTED IN HIGHLY-NOVEL, PRODUCTIVE THERAPEUTIC DISCOVERY APPROACHES TO EXPAND THEIR PIPELINES.
 
SECOND, BY GENERATING OUR OWN PROPRIETARY MONOCLONAL ANTIBODIES AGAINST IMPORTANT DISEASE TARGETS AND DEVELOPING THESE INDEPENDENTLY. WE ALSO HAVE THE

OPTION OF CHOOSING AT A LATER POINT IN THE DEVELOPMENT CYCLE TO EXECUTE COLLABORATIONS TO EXPEDITE ADVANCEMENT TOWARD COMMERCIALIZATION.
 
THE POINT IS I-STAR IS A ROBUST TECHNOLOGY ENGINE THAT HAS GENERATED AND IS EXPECTED TO CONTINUE TO GENERATE VALUE FOR SHAREHOLDERS THROUGH PARTNERSHIP

FUNDING AND INNOVATIVE NEW PRODUCT DEVELOPMENT. THAT SAID, LET ME PROVIDE SOME BACKGROUND ON OUR PROMISING PRODUCT CANDIDATES THAT HAVE GREAT POTENTIAL TO

CREATE SHAREHOLDER VALUE.
 
OUR FIRST PRODUCT CANDIDATE IS A FULLY HUMAN MONOCLONAL ANTIBODY THAT TARGETS A UNIVERSAL EPITOPE CONSERVED ON THE VAST MAJORITY OF INFLUENZA STRAINS AND

HAS BEEN SHOWN TO BE BROADLY PROTECTIVE AGAINST BOTH SEASONAL AND PANDEMIC STRAINS OF FLU. WE ARE DEVELOPING OUR FLU ANTIBODY INITIALLY FOR THE TREATMENT OF

PATIENTS WHO ARE HOSPITALIZED WITH SERIOUS SEASONAL INFLUENZA.
 
WE HAVE COMPLETED A 48-SUBJECT, PHASE I CLINICAL STUDY DEMONSTRATING THAT THE PRODUCT APPEARS TO BE SAFE, WELL TOLERATED AND NON-IMMUNOGENIC WITH A

PREDICTABLE HALF-LIFE AND PK PROFILE. WE HAVE RECENTLY COMPLETED A PHASE IIA CLINICAL STUDY AND PLAN TO PRESENT THESE RESULTS AT AN UPCOMING SCIENTIFIC

CONFERENCE. WE EXPECT TO BEGIN A PHASE IIB CLINICAL TRIAL IN PATIENTS IN EARLY 2014.
 
EACH YEAR, MORE THAN 200,000 PEOPLE IN THE UNITED STATES ARE HOSPITALIZED FOR SEVERE FLU INFECTION AND APPROXIMATELY 36,000 DIE AS A RESULT. WHILE ANTIVIRAL

TREATMENTS ARE AVAILABLE, THEY'RE OFTEN NOT OPTIMALLY EFFECTIVE IN SEVERALLY ILL OR IMMUNOSUPPRESSED PATIENTS. IN ADDITION, AROUND THE GLOBE, WE ARE SEEING

RESISTANCE TO ANTIVIRALS DEVELOPING IN VARIOUS INFLUENZA STRAINS.
 
SO THERE IS A CLEAR NEED FOR NEW THERAPIES WHICH OPERATE THROUGH NOVEL MECHANISMS OF ACTION TO ADDRESS THE EVOLVING CHALLENGE OF FLU. AS ERIC MENTIONED,
OUR FLU ANTIBODY MAY ALSO BE EFFECTIVE IN THE TREATMENT OF PANDEMIC FLU, WHICH COULD REPRESENT A VERY SIZEABLE MARKET OPPORTUNITY FOR THIS PRODUCT.
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MOVING ON, OUR NEXT CLINICAL CANDIDATE IS A BROADLY NEUTRALIZING MONOCLONAL ANTIBODY BEING DEVELOPED FOR THE PREVENTION AND TREATMENT OF HUMAN

CYTOMEGALOVIRUS, OR CMV, INFECTION. CMV INFECTIONS ARE RELATIVELY COMMON IN IMMUNOCOMPROMISED INDIVIDUALS, INCLUDING PATIENTS WITH HIV, CANCER, ORGAN

AND BONE MARROW TRANSPLANTATION, AND CONGENITAL CMV. WE SEE BROAD APPLICABILITY FOR OUR CMV ANTIBODY IN A NUMBER OF COMMERCIAL MARKETS AND INTEND TO

FULLY EXPLORE THESE OPPORTUNITIES.
 
THE FIRST INDICATION WE ARE TARGETING IS SOLID ORGAN TRANSPLANTATION. WE HAVE COMPLETED A 40-SUBJECT, PHASE I CLINICAL STUDY SHOWING THAT OUR ANTIBODY WAS

WELL TOLERATED WITH NO DOSE-LIMITING TOXICITIES OR SERIOUS ADVERSE EVENTS AND WITH A FAVORABLE IMMUNOGENICITY PROFILE. WE WILL BE PRESENTING THE RESULTS OF

THIS STUDY AT THE UPCOMING ICAAC MEETING AND HAVE PLANS TO COMMENCE A PHASE II CLINICAL TRIAL LATER THIS YEAR.
 
COMBINING THERACLONE'S PROMISING ANTIBODY CANDIDATES WITH PHARMATHENE'S PORTFOLIO OF ANTIBODY AND VACCINE CANDIDATES, INCLUDING SPARVAX, VALORTIM AND

THE BUTYRYLCHOLINESTERASE BIOSCAVENGER PROGRAM, CREATES A COMPLEMENTARY PORTFOLIO OF HIGH-VALUE DRUG CANDIDATES TARGETING BOTH GOVERNMENT AND

COMMERCIAL MARKETS.
 
BEFORE I CLOSE, I WANT TO BRIEFLY ADDRESS OUR PRECLINICAL PROGRAMS. IN ADDITION TO OUR COLLABORATIONS WITH PFIZER AND ZENYAKU KOGYO, WE ALSO HAVE A

PROGRAM IN HIV PARTNERED WITH THE INTERNATIONAL AIDS VACCINE INITIATIVE TO DISCOVER BROADLY NEUTRALIZING ANTIBODIES TARGETING THE HUMAN IMMUNODEFICIENCY

VIRUS. THE DISCOVERY OF HIV-SPECIFIC ANTIBODIES SERVED AS A POWERFUL DEMONSTRATION OF THE EFFECTIVENESS OF I-STAR AND RESULTED IN PEER REVIEWED PUBLICATIONS

IN BOTH SCIENCE AND NATURE.
 
WE ARE ALSO PURSUING OUR OWN INTERNAL ONCOLOGY PROGRAM, FOCUSED ON THE IDENTIFICATION OF ANTIBODIES THAT WILL BE EFFECTIVE IN HER2 NEGATIVE BREAST CANCER.
WE ARE VERY EXCITED ABOUT THE POTENTIAL FOR THIS PROGRAM AND LOOK FORWARD TO SHARING MORE DETAILS WITH YOU AS THIS PROGRAM ADVANCES.
 
TOGETHER, PHARMATHENE AND THERACLONE WILL HAVE FULL CAPABILITIES FROM DISCOVERY THROUGH PRODUCT DEVELOPMENT WITH THE POTENTIAL TO BE A MAJOR FORCE IN

THE COMMERCIALIZATION OF BIOLOGICS FOR GOVERNMENT AND GLOBAL COMMERCIAL MARKETS. AT THIS POINT, I WILL TURN THE CALL BACK OVER TO ERIC.
 
Eric Richman - PharmAthene, Inc. - President, CEO
  
Thank you, Cliff. The merger represents a compelling opportunity for our shareholders. Our leadership team will have representation from both Companies'
current management teams, bringing together complementary expertise. All of our executives have substantial experience in discovering, developing, and
commercializing vaccine and biologic therapeutics. Under the new management structure, Cliff will serve as President and Chief Executive Officer, while I
will remain on the Board of Directors.
 
FOLLOWING THE MERGER, A NINE-MEMBER BOARD OF DIRECTORS WILL HAVE REPRESENTATION FROM EACH COMPANY, AND DR. MITCH SAYARE, PHARMATHENE'S CURRENT

CHAIRMAN, WILL SERVE AS CHAIRMAN OF THE MERGED COMPANY. MITCH WAS PREVIOUSLY CHAIRMAN AND CEO OF IMMUNOGEN, A PROMINENT ANTIBODY DISCOVERY AND

DEVELOPMENT COMPANY, WHICH NOW HAS A MARKET CAP OF $1.6 BILLION. THE NEW BOARD HAS EXTENSIVE EXPERIENCE IN THE LIFE SCIENCES INDUSTRY AND WILL BRING

VALUABLE GUIDANCE AND RELATIONSHIPS TO OUR ONGOING EFFORTS.
 
THE TRANSACTION IS INTENDED TO BE A TAX-FREE, ALL STOCK TRANSACTION AND A MERGER OF EQUALS BETWEEN PHARMATHENE AND THERACLONE. WE ANTICIPATE THE

TRANSACTION WILL CLOSE IN THE FOURTH QUARTER OF 2013, PENDING CUSTOMARY SHAREHOLDER AND REGULATORY APPROVALS. THE COMPANY WILL CONTINUE TO OPERATE UNDER

THE NAME OF PHARMATHENE AND TRADE ON THE NYSE MKT UNDER THE SYMBOL "PIP". WE WILL HAVE OFFICES BASED IN SEATTLE, WASHINGTON, AND ANNAPOLIS,
MARYLAND.
 
NOW, BEFORE I CLOSE, LET ME TOUCH ON THE SIGA LITIGATION. AS YOU KNOW, THE CASE HAS BEEN REMANDED TO THE DELAWARE CHANCERY COURT FOR RECONSIDERATION OF

THE REMEDY. WE ANTICIPATE A RESOLUTION FROM THE DELAWARE CHANCERY COURT LIKELY BY YEAR-END AND A FINAL SUPREME COURT DECISION, IF APPEALED, BY MID-2014.
 
WHILE THE FUTURE DECISIONS OF THE SIGA LITIGATION ARE VERY IMPORTANT TO US, WE BELIEVE THIS MERGER CREATES VALUE TODAY. THE BACKBONE OF THE NEW COMPANY IS

ONE OF THE MOST INNOVATIVE TECHNOLOGY PLATFORMS IN THE MONOCLONAL ANTIBODY FIELD TODAY, WITH PROMISING POTENTIAL TO GENERATE NEAR AND LONG-TERM REVENUE

FOR THE COMPANY.
 
THAT CONCLUDES OUR FORMAL REMARKS. I WANT TO THANK OUR AUDIENCE FOR THEIR INTEREST AND PARTICIPATION THIS MORNING. I WOULD LIKE TO SAY, ON BEHALF OF OUR

MANAGEMENT TEAMS AND BOARD OF DIRECTORS, WE ARE ENTHUSIASTIC ABOUT THE COMBINED POTENTIAL OF THESE TWO COMPANIES AND LOOK FORWARD TO YOUR CONTINUED

SUPPORT. OPERATOR, COULD YOU PLEASE OPEN UP THE CALL FOR Q&A?
 
 
QUESTION AND ANSWER
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Operator
 
Certainly. Thank you, Mr. Richman. So, ladies and gentlemen, we'll now conduct the question-and-answer session. (Operator Instructions). Okay, we have a
question from the line of Nathan Cali of Noble Financial. Please go ahead with your question.
 
Nathan Cali - Noble Financial - Analyst
 
Sure, thanks. Good morning, guys. Thanks for taking the questions and congratulations on the merger.
 
Eric Richman - PharmAthene, Inc. - President, CEO
 
Thank you, Nathan, and thanks for joining us this morning.
 
Nathan Cali - Noble Financial - Analyst
 
Sure. For the seasonal and pandemic influence vaccine, what kind of titers have you guys seen in seroprotection have you seen with your vaccine thus far?
 
Cliff Stocks - Theraclone - CEO
 
Hi, Nathan, this is Cliff.
 
Nathan Cali - Noble Financial - Analyst
 
Hi, Cliff.
 
Cliff Stocks - Theraclone - CEO
 
 
And I just want to clarify, this is a monoclonal antibody therapeutic rather than a vaccine intended to elicit an immune response. So what we've done is gone
in with our I-STAR technology and have been able to, in actual human subjects who have had an immune response to the flu virus, have been able to isolate,
discover the B cell that was responsible for producing an antibody specific to the universal epitope on the flu virus. And then, from that we are able to take the
genetic information from that B cell and create a manufacturing cell that manufactures that monoclonal antibody.
 
SO YOU COULD LOOK AT THIS AS A PASSIVE IMMUNOTHERAPY WITH A MONOCLONAL ANTIBODY.
 
Nathan Cali - Noble Financial - Analyst
 
 
Okay. Excellent. Have you gotten any results or leading indications on how well the therapeutic performed, or have you just done healthy studies thus far?
 
Cliff Stocks - Theraclone - CEO
 
Thus far, with TCN-032, the flu antibody, we've conducted a Phase IIa viral challenge study, and that's a study where subjects are brought into quarantine.
They're infected, they're not inoculated with a flu virus, and then 24 hours later they are dosed with TCN-032, or the antibody to flu, and we track clinical
symptomatology as well as viral load. Those data will be presented at an upcoming conference around -- I think it's September 10 -- don't quote me, but it's
right around there -- in South Africa in Johannesburg.
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Nathan Cali - Noble Financial - Analyst
 
Okay. Is that where you did the study? Or where did you do the study at?
 
Cliff Stocks - Theraclone - CEO
 
The study was done in the United Kingdom.
 
Nathan Cali - Noble Financial - Analyst
 
Okay.
 
Eric Richman - PharmAthene, Inc. - President, CEO
 
Nathan, that's one of the things -- I'm glad you brought that up. That's one of the things that is very attractive about putting these Companies together, is there
is a constant flow of news that's going to be coming out from the portfolio, both from PharmAthene's portfolio and Theraclone's portfolio, on a quarterly
basis, either presentations of new data at scientific meetings or achievement of milestones in development of these products.
 
Nathan Cali - Noble Financial - Analyst
  
Great, thanks. And then, what are the plans for the cytomegalovirus vac? Is that a -- that's a therapeutic as well?
 
Cliff Stocks - Theraclone - CEO
  
Likewise. Our technology and all of our products that we are developing to date are based around the I-STAR technology, where we do interrogate human
memory B cell repertoire. So, we look at the repertoire of responses individuals have had to particular pathogens and are able to pull out those very interesting
antibodies to specific epitopes that we find important on those pathogens.
 
AND THE SAME IS SAID WITH THE CMV ANTIBODY. THAT ANTIBODY, IT HAS BEEN PUBLISHED, THE TARGET IS 82, ANTIGENIC DOMAIN II, WHICH IS A HIGHLY CONSERVED EPITOPE ON

THE CMV VIRUS. AND AT THIS POINT, WE'VE COMPLETED THE PHASE I STUDY. AND NOW, WE ARE PREPARING FOR A PHASE II STUDY IN SOLID ORGANIC TRANSPLANT PATIENTS, AND

THAT STUDY SHOULD COMMENCE THIS YEAR FOR SURE.
 
Nathan Cali - Noble Financial - Analyst
 
 
Okay. So, what other indications can you go after for CMV while using a therapeutic as opposed to a prophylactic vaccine, let's say? Could you just go into
that a little bit as far as how you can expand into other indications or other areas of therapeutics for CMV? (inaudible).
 
Cliff Stocks - Theraclone - CEO
 
Sure. Within the solid organ arena, there's -- kidney and liver comprise the bulk of solid organic transplants. But there's also bone marrow transplants that we
could target as well with a prophylactic or therapeutic for CMV.
 
IN THE TRANSPLANT SETTING, THESE THERAPEUTICS ARE USED AS PROPHYLACTICALLY, SO TRANSPLANT PATIENTS WOULD RECEIVE PROPHYLAXIS BECAUSE YOU TIME THEIR

TRANSPLANT SO THE TRANSPLANT SURGEON CAN PUT THE ANTIVIRALS OR THE ANTIBODIES ONBOARD PRIOR TO THE TRANSPLANTATION.
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ANOTHER VERY EXCITING INDICATION FOR THE CMV ANTIBODY IS THE CONGENITAL INDICATION. SO, THERE ARE WOMEN WHO ARE SERONEGATIVE, OR THEY DO NOT HAVE AN

ADAPTIVE IMMUNE RESPONSE TO CMV, AND THEY ARE AT RISK DURING PREGNANCY OF TRANSMITTING THE CMV VIRUS TO THEIR BABIES OR TO THE FETUS. AND WHILE IT IS A

RARE OCCURRENCE, AND WE DO HAVE ORPHAN DRUG DESIGNATION ON THIS PARTICULAR INDICATION -- WHILE IT'S RARE, IT IS HORRENDOUS FOR THE CHILD. IT RESULTS IN -- CMV
INFECTION DURING -- IN UTERO RESULTS IN BLINDNESS OR DEAFNESS OR MENTAL RETARDATION.
 
AND THERE'S A LOT OF ECONOMICS WE CAN CAPTURE WITH RESPECT TO PREVENTING THAT BECAUSE IT'S ABOUT $2 BILLION A YEAR IN THE US FOR THE CARE OF THESE INDIVIDUALS

WHO ARE BLIND OR DEAF -- COCHLEAR IMPLANTS AND THE LIKE -- OR JUST THE CARE OF A DEVELOPMENTALLY CHALLENGED PERSON OVER THEIR LIFETIME.
 
Eric Richman - PharmAthene, Inc. - President, CEO
 
This is Eric, Nathan. I'll just add a couple of comments. You asked specifically about treatment indications. There has been a huge resurgence of interest by
investors and companies in the CMV space, and it's largely because the products that are being developed are small molecules. And they are limited by their -
- their dose is limited by toxicities.
 
AND WHETHER IT'S TOXICITY OR RESISTANCE THAT DEVELOPS, THIS PRODUCT THAT THERACLONE IS DEVELOPING AND WHAT REALLY ATTRACTED PHARMATHENE TO THE COMPANY IS
THAT IT IS A MONOCLONAL ANTIBODY, IT'S A BIOLOGIC.
 
SO, IN SITUATIONS WHERE YOU NEED TO SPARE AN ORGAN, OR ONE OF THE RESULTS OF USING HIGH DOSE ANTIVIRALS MAY BE BONE MARROW TOXICITY. IN THE CASE, FOR EXAMPLE,
OF CMV PNEUMONIA DEVELOPED IN A BONE MARROW TRANSPLANT PATIENT, THE LAST THING YOU WANT TO DO IS USE A SMALL MOLECULE TO TREAT THE CMV. SO, A

MONOCLONAL ANTIBODY SUCH AS THERACLONE'S PRODUCT WOULD HAVE POTENTIAL APPLICATIONS THERE AS WELL AS IN MANY OTHER SETTINGS WHERE EITHER USED ALONE OR IN

COMBINATION WITH ANTIVIRALS FOR TREATMENT OF CMV PNEUMONIA.
 
Nathan Cali - Noble Financial - Analyst
  
So, basically, for a congenital prophylactic, women are assessed for CMV prior to getting pregnant, or would you use this across-the-board as a prophylactic
for all women that are pregnant? Is that -- what's the idea --? Being that it's an orphan indication, so what's the idea there? Because in the past we've heard
discussions that a CMV vaccine will be used in all women to prevent congenital defects. If you could just elaborate on that a little bit.
 
Cliff Stocks - Theraclone - CEO
 
Sure. There are companies that are working on CMV vaccines. There hasn't been anything that's looking too successful at this point. We're certainly watching
that space, and that would be a good approach to have a CMV vaccine.
 
CURRENTLY TODAY, AND STANDARDS OF PRACTICE ARE CHANGING, BUT IN SOUTHERN EUROPE AND IN ISRAEL, CERTAIN COUNTRIES AROUND THE WORLD WHERE CMV CONGENITAL

INFECTION IS A REAL PROBLEM, THEY DO HAVE STANDARD SCREENING OF SEROTYPING OF MOTHERS WHO ARE NEWLY PREGNANT, WHO ARE CONTEMPLATING PREGNANCY. AND IT IS

THOSE INDIVIDUALS IN THOSE COUNTRIES THAT WOULD BE TARGETED FOR THERAPY DURING THEIR PREGNANCY TO GIVE THEM THE PROTECTION -- TO PROTECT THEM AND THEIR FETUS

FROM THE MATERNAL TRANSMISSION OF THAT VIRUS TO THE FETUS.
 
THE PRACTICES IN THE US ARE CHANGES IN THAT REGARD, AS THERE IS MORE AND MORE BECOMING KNOWN ABOUT THIS PARTICULAR OUTCOME OF CMV INFECTION IN BABIES.
AND YOU'RE SEEING NOW IN OB-GYN OFFICES PAMPHLETS THAT ARE EDUCATING WOMEN ON THE RISKS TO CMV INFECTION, WHICH ARE PRIMARILY AT THIS TIME TO STAY AWAY

FROM YOUNG CHILDREN. IT'S USUALLY THE SECOND CHILD THAT MIGHT CAUSE THE MOTHER -- WHERE THERE MIGHT BY THIS INFECTION BECAUSE THE FIRST CHILD IS IN DAYCARE

AROUND OTHER KIDS AND PICKS UP THE CMV VIRUS AND BRINGS IT HOME TO MOM. SO THAT'S THE INTENDED USAGE.
 
IN A SCREENING SITUATION, YOU WOULD IDENTIFY THOSE WOMEN WHO ARE AT RISK OF TRANSMITTING THE VIRUS, AND THEY WOULD RECEIVE PROPHYLACTIC THERAPY DURING THE

PREGNANCY.
 
Nathan Cali - Noble Financial - Analyst
  
Thanks a lot. And then, just a quick question for Eric on SparVax. What's our next -- I know we just got off clinical hold and you guys are moving forward.
What's the next advancement there or release as far as that goes? Are you guys going to be initiating that study this year, or how does that look?
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Eric Richman - PharmAthene, Inc. - President, CEO
 
Yes. Thanks for that question. So, as you may recall, the clinical hold represented one area of our contract with BARDA which was put on hold. So, all of the
other areas that we agreed to execute on were being executed on. So, we had six or seven other milestones which we continue to work on.
 
NOW THAT THE CLINICAL HOLD HAS BEEN LIFTED BY THE FDA, WE ARE WORKING WITH OUR PARTNERS AT BARDA TO GET THAT PRODUCT BACK INTO THE CLINIC AS SOON AS

POSSIBLE. AND THAT ENTAILS A VARIETY OF THINGS, WHICH MAY INCLUDE TRIAL DESIGN, AGREEMENT ON TRIAL DESIGN, AND THEN MOVING FORWARD WITH ACTUALLY INITIATING

THAT CLINICAL STUDY. OUR EXPECTATION IS THAT WE WILL BE STARTING THAT CLINICAL STUDY, CERTAINLY, BY THE END OF THIS YEAR. WE KNOW THAT OUR PARTNERS AT BARDA
ARE VERY INTERESTED IN US TO DO THAT AND WE'RE WORKING VERY WELL WITH THEM TO ACHIEVE THAT GOAL.
 
Nathan Cali - Noble Financial - Analyst
 
Thanks. And have you had any discussions with BARDA up to this point in regards to the new seasonal therapeutic for influenza?
 
Eric Richman - PharmAthene, Inc. - President, CEO
 
All I can say about that at this point is there was a Broad Agency Announcement which was issued and Theraclone responded to that Broad Agency
Announcement. And is typically the case is with BARDA is they have -- they make decisions which are data-driven and scientifically-driven. They will
evaluate that proposal and determine whether or not it is of interest for them to consider funding. And if that is the case, there certainly will be some news
around that and we'll update you on that in the future.
 
Cliff Stocks - Theraclone - CEO
 
I will add, though, that certainly BARDA is very interested in influenza, especially as we've seen certain strains of flu --H7N9, for example, or H5N1 in
China and Southeast Asia, that are lethal in their nature. And while yet to pick up the ability to transmit from human to human, certainly those viruses could
mutate in a way that would allow that, and BARDA is working hard to make sure that we have the stockpiles to protect against those newly emerging strains.
 
Nathan Cali - Noble Financial - Analyst
 
Sure, sure. And then, just two more final follow-up questions. What will be the fully diluted share count? And then, what will be the final cash position once
you guys merge -- estimated cash?
 
Eric Richman - PharmAthene, Inc. - President, CEO
 
For that question, I'm going to turn that over to our Chief Financial Officer, Linda Chang.
 
Linda Chang - PharmAthene, Inc. - SVP, CFO
 
Hi, Nathan.
 
Nathan Cali - Noble Financial - Analyst
 
Hi.
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Linda Chang - PharmAthene, Inc. - SVP, CFO
 
Thank you for that question. As you know, we will be -- in the coming weeks, we will be busy at work preparing to file the merger proxy and will address
those matters when the information becomes public, will be filed. But having said that, let me give you some perspective.
 
AS ERIC JUST MENTIONED, WE ARE CURRENTLY EXECUTING UNDER OUR SPARVAX CONTRACT WITH THE GOVERNMENT. WE STILL HAVE REMAINING FUNDS, AND THOSE ACTIVITIES

WILL RUN INTO NEXT YEAR AT A MINIMUM. WHILE THERACLONE IS DEVELOPING ITS PIPELINE, IT ALSO HAS PARTNERSHIPS. AND AT THE SAME TIME, AS ERIC AND CLIFF JUST BOTH

MENTIONED, THEY HAVE RESPONDED TO THE GOVERNMENT'S BAA ON INFLUENZA.
 
AND LASTLY, AS WE DISCLOSE OR AS WE HAVE DISCUSSED THAT WE -- AT THIS TIME, WE EXPECT THE FINAL RESOLUTION ON THE SIGA LITIGATION TO OCCUR IN 2014. SO WITH ALL

THAT, I THINK HOPEFULLY THAT GIVES YOU A SENSE THAT THE COMBINED COMPANIES' FINANCES WILL BE WELL MANAGED. THE CASH USAGE WILL BE VERY DISCIPLINED.
 
Nathan Cali - Noble Financial - Analyst
 
Thanks a lot. And I have to congratulate you on managing your expenses over this past year, a great job.
 
Linda Chang - PharmAthene, Inc. - SVP, CFO
 
Thank you.
 
Operator
  
Thank you for your question. Our next question is from the line of Yi Chen of Aegis Capital. Please go ahead.
 
Yi Chen - Aegis Capital - Analyst
 
Hi. Thank you for taking my question. My first question is, could you tell us the pre-money valuation of Theraclone at its last financing? And how does
PharmAthene value Theraclone at this juncture net of its cash?
 
Linda Chang - PharmAthene, Inc. - SVP, CFO
 
Hi. So, (technical difficulty) as I mentioned, we've been refrained from -- we've been asked to refrain from discussing those matters in detail due to the fact
that we have yet to file the merger proxy. But I will reiterate the fact that it is a merger of equals, so we can now take a look at where the Company -- where
PharmAthene has been. So I'll just leave it at that, but rest assured that we will address those matters when the information becomes public in the form of the
merger proxy prospectus.
 
Yi Chen - Aegis Capital - Analystv
 
Okay. My second question is why does PharmAthene choose to do this deal now, instead of waiting for the ruling from the court for the SIGA litigation?
 
Eric Richman - PharmAthene, Inc. - President, CEO
  
Thank you for your question and thank you for joining us this morning. And as I said in my formal remarks, PharmAthene has outlined a strategy for building
a strong core business in biodefense and diversifying outside of biodefense. And with this opportunity with Theraclone, the timing was just right. We were
opportunistic. We saw a technology that was exactly on strategy for what we were looking to do, and by combining the Companies we were able to
accomplish a couple of things.
 
FIRST OF ALL, WE PRESERVED THE UPSIDE RELATED TO THE SIGA LITIGATION AND THE SIGA REVENUE STREAM. WE PRESERVED THE UPSIDE ON OUR PORTFOLIO OF PRODUCTS THAT

WE'RE DEVELOPING WITH OUR PARTNERS AT BARDA. AND WE HAVE ADDITIONAL UPSIDE NOW RELATED TO A PIPELINE OF VALUABLE PRODUCTS THAT ARE TARGETING VERY

IMPORTANT INDICATIONS.
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SO FROM OUR PERSPECTIVE, THE TIMING WAS RIGHT FOR US TO DO THIS DEAL FOR ALL OF THOSE PURPOSES. AND IT WAS ALSO VERY INTERESTING FOR US WHEN WE LOOKED AT

PUTTING THE COMPANIES TOGETHER, HOW COMPLEMENTARY THEY WERE. SO, FOR EXAMPLE, THERACLONE HAS A CHIEF SCIENTIFIC OFFICER; WE DON'T HAVE ONE. THERACLONE HAS

A CHIEF MEDICAL OFFICER; WE DON'T HAVE ONE. PUTTING THE COMPANIES TOGETHER REALLY DEEPENED THE SCIENTIFIC BENCH AND INCREASED THE ABILITY FOR US TO BE ABLE TO

EXECUTE ON OUR CURRENT PROGRAMS AND FOR THEM TO EXECUTE LATER STAGE ON THEIR PROGRAMS.
 
BUT I THINK, MOST IMPORTANTLY, WE COULD WAIT ANOTHER YEAR UNTIL THE SIGA RESOLUTION -- UNTIL WE HAVE THE RESOLUTION ON THE SIGA LITIGATION, BUT WE HAVE

BEEN LOOKING FOR THE RIGHT OPPORTUNITY TO CREATE VALUE TODAY, AND WE BELIEVE THAT THERACLONE IS THAT OPPORTUNITY.
 
Yi Chen - Aegis Capital - Analyst
  
Okay, thank you.
 
Linda Chang - PharmAthene, Inc. - SVP, CFO
  
Thank you.
 
Operator
  
Thank you very much for your question. Our next question is from the line of Robert Fuentes, Private Investor. Please go ahead.
 
Robert Fuentes Private Investor
 
Good morning, Eric. Congratulations on the merger. Some of my questions were earlier addressed, but I have another one. With regard to the Pfizer
collaborations at Theraclone, can you give us some detail on the extent of the funding of those collaborations and some timeline when they expect it to be
submittable to the FDA for filing?
 
Eric Richman - PharmAthene, Inc. - President, CEO
 
Good morning, Dr. Fuentes. Thank you for joining us. On the Pfizer collaboration, I'm going to turn that over to Cliff.
 
Cliff Stocks - Theraclone - CEO
 
The numbers in the Pfizer collaboration have not been disclosed. That deal was struck in January of 2011, and at that time we had a couple of programs
structured under the deal with Pfizer whereby we received milestones -- the upfront payments and then milestones to the research funding and then developed
funding -- research funding for the development and discovery of those antibodies.
 
THE DEALS WERE CONSTRUCTED WHERE WE CAN GET MILESTONES THROUGH THE DISCOVERY PROCESS, MILESTONES IN THE DEVELOPMENT CYCLE, AND THEN ALSO

COMMERCIALIZATION MILESTONES, AS WELL AS ROYALTIES ON THE BACK-END FOR PRODUCT SALES. AND WE'RE GOING TO RESPECT THE CONFIDENTIALITY THAT PFIZER HAS

REQUESTED OF US WITH RESPECT TO THE NUMBERS IN THE MILESTONES AND WITH RESPECT TO THE TARGETED INDICATIONS.
 
Robert Fuentes Private Investor
 
Okay. Has any milestone been paid out so far?
 
Cliff Stocks - Theraclone - CEO
 
There have been milestones reached under the discovery program, yes.
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Robert Fuentes Private Investor
  
Okay, thank you.
 
Operator
  
Thank you very much for your question. So, ladies and gentlemen, we will now take one more question, and that's from the line of Greg Wade, Wedbush.
Please go ahead. Okay, you may proceed with your question.
 
Greg Wade - Wedbush - Analyst
  
Can you hear me?
 
Operator
  
We can hear you now, Greg. Thank you.
 
Greg Wade - Wedbush - Analyst
  
Thanks. Could you just tell us what you expect to be the outcome of the SIGA litigation, how much you and the board of directors of Theraclone value the --
that? Thanks.
 
Eric Richman - PharmAthene, Inc. - President, CEO
  
Greg, it's a little difficult to hear you, but I think what you asked is you're asking for what is our view of the outcome of the SIGA litigation and how does
Theraclone value that? Is that correct?
 
Greg Wade - Wedbush - Analyst
  
That's correct.
 
Eric Richman - PharmAthene, Inc. - President, CEO
  
Okay. Well, I can't tell you with any certainty what the outcome of the SIGA litigation is going to be; however, as you've seen historically, we have been
successful in the court -- in the Delaware Chancery Court at the Supreme Court level, and all I can say is that we remain very confident in our -- in the merits
of this case.
 
SO, WE WOULD EXPECT, CERTAINLY, BY THE END OF THIS YEAR WE WOULD HAVE RESOLUTION AT THE DELAWARE CHANCERY COURT; AND IF APPEALED, IT WOULD GO TO THE

DELAWARE SUPREME COURT, WHICH WOULD LIKELY BE AT THE OUTSIDE RESOLVED BY THE MIDDLE OF NEXT YEAR. AND THAT'S JUST A PREDICTION.
 
AS FAR AS WHAT DOES -- I'M SORRY?
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Greg Wade - Wedbush - Analyst
 
Eric, I was actually asking Clifford what Theraclone's Board of Directors' opinion was with respect to the (technical difficulty) of that, with respect to the
transaction. Sorry.
 
Cliff Stocks - Theraclone - CEO
 
Of course, we did a lot of due diligence on PharmAthene in general across-the-board -- their products, their people, terrific people and a nice infrastructure
here. And we also had counsel looking at the information around the SIGA situation and the potential outcomes. We were advised on those.
 
AGAIN, THERE'S NO TELLING WHAT IT MIGHT BE, BUT IT LOOKED TO US AND WE ARE CONFIDENT THAT IT WOULD BE AN OUTCOME THAT WOULD BE FAVORABLE FOR PHARMATHENE.
AND CERTAINLY, TOGETHER WE THINK THAT THAT WILL BE A FORM OF NON-DILUTIVE FUNDING TO BE ABLE TO FUND SOME OF OUR PROGRAMS IN THE FUTURE.
 
 
Greg Wade - Wedbush - Analyst
 
Thanks.
 
Operator
 
Thank you very much for your question. Okay, so now, ladies and gentlemen, that concludes the question-and-answer session. I would now like to turn the
conference back over to Mr. Eric Richman for closing remarks.
 
Eric Richman - PharmAthene, Inc. - President, CEO
 
Thank you. Again, I want to express our gratitude to our shareholders for their support. We strongly believe that our complementary pipelines of clinical and
preclinical stage products addressing high value government and commercial markets will provide important value-driving milestones for shareholders
through data and partnerships.
 
ALSO, DEVELOPING PRODUCTS FOR BOTH GOVERNMENT AND COMMERCIAL MARKETS GREATLY EXPANDS THE POTENTIAL FINANCIAL RETURN OF OUR PIPELINE. THANK YOU AGAIN FOR

YOUR INTEREST AND SUPPORT AND FOR YOUR PARTICIPATION ON THE CALL TODAY. THANK YOU.
 
Operator
  
Thank you very much to all of the presenters. Thank you, ladies and gentlemen. That concludes today's session. You may now disconnect your lines. Have a
good day. Thank you.
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