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Item 5.  Other Events.

On June 28, 2004, Watson Pharmaceuticals, Inc. (the Company) issued a news release announcing several initiatives as a result of an extensive
strategic and operational review of its business.  A copy of the Company�s new release is attached hereto as Exhibit 99.1.

Item 7.  Financial Statements, Pro Forma Financial Information and Exhibits.

c.  Exhibits

99.1  New Release titled �Watson Pharmaceuticals Refocuses Business Strategy� dated June 28, 2004.

99.2  News Release titled �Watson Pharmaceuticals Updates Second Quarter and Full Year 2004
Estimates� dated June 28, 2004.

Item 12.  Results of Operations and Financial Condition.

On June 28, 2004, the Company issued a news release announcing an update to its financial estimates for the second quarter and full year 2004. 
A copy of the Company�s news release is attached hereto as Exhibit 99.2.

In its news release, the Company included future non-GAAP financial measures, as defined in Regulation G promulgated by the Securities and
Exchange Commission, with respect to the three months ended June 30, 2004 and the year ended December 31, 2004.  The Company believes
that its presentation of non-GAAP financial measures provides useful supplementary information to investors.  For the three months ended June
30, 2004 and the twelve months ended December 31, 2004, the Company�s forecasted non-GAAP earnings per diluted share excludes an
anticipated milestone payment related to a product license agreement and a charge related to the repurchase of a portion of the Company�s 7 1/8

percent Senior Notes due 2008.  For the twelve months ended December 31, 2004, the Company�s forecasted
non-GAAP earnings per diluted share excludes an anticipated charge related to organizational changes.  The Company
believes that excluding such items provides a useful tool for investors in evaluating the Company�s performance and
trends.  The Company uses both GAAP financial measures and the foregoing non-GAAP financial measures internally
to evaluate and manage the Company�s operations and to better understand its business.
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SIGNATURES

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.

Dated:  June 28, 2004. WATSON PHARMACEUTICALS, INC.

By:    /s/ Charles P. Slacik
Charles P. Slacik
Executive Vice President and
Chief Financial Officer
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y payors may deny reimbursement if they determine that a medical product was not used in accordance with
cost-effective treatment methods, as determined by the third-party payor, or was used for an unapproved indication.
Third-party payors also may refuse to reimburse for experimental procedures and devices. Furthermore, because our
programs are in the early stages of development, we are unable at this time to determine their cost-effectiveness and
the level or method of reimbursement. Increasingly, the third-party payors who reimburse patients are requiring that
drug companies provide them with predetermined discounts from list prices, and are challenging the prices charged
for medical products. If the price we are able to charge for any products we develop is inadequate in light of our
development and other costs, our profitability could be adversely affected.

We currently expect that any drugs we develop may need to be administered under the supervision of a physician. Under currently applicable
law, drugs that are not usually self-administered may be eligible for coverage by the Medicare program if:

n they are �incidental� to a physician�s services,

n they are �reasonable and necessary� for the diagnosis or treatment of the illness or injury for which they are administered according to
accepted standard of medical practice,

n they are not excluded as immunizations, and

n they have been approved by the FDA.
We are subject to intense competition, and we may not compete successfully
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We and our strategic partners or licensees may be unable to compete successfully against our current or future competitors. STS patients are
typically treated with surgery followed by radiation therapy. Doxorubicin is the only approved drug for treating first-line STS and is often used
in combination with radiation. In 2012, GlaxoSmithKline�s pazopanib was approved for the treatment of patients with advanced STS that had
received prior chemotherapy. The National Comprehensive Cancer Network also includes the use of ifosfamide, epirubicin, gemcitabine,
dacarbazine and liposomal doxorubicin marketed in the U.S. as Doxil by Johnson & Johnson. For patients ineligible for surgery, radiation and/or
chemotherapy is the only option. Other approaches to treating STS are in late stage clinical development. These include Cell Therapeutics�
brostallicin, Sanofi-Aventis�s ombrabulin, Threshhold Pharmaceuticals� TH-302, trabectedin being co-developed by Johnson & Johnson and
PharmaMar and ZIOPHARM Oncology�s palifosfamide.

Non-small-cell lung cancer, or NSCLC, is a competitive indication in which patients are treated with a variety of agents. The standard regimen
for first-line locally advanced or metastatic NSCLC is a doublet comprised of a platinum agent combined with a taxane, vinka alkaloid or
antimetabolite. The addition of Genentech/Roche�s Avastin to the standard treatment doublet has resulted significant improvements in survival
and rates of remission. Tarceva by Genentech/Roche and Alimta by Eli Lilly & Co. shown benefit for specific NSCLC. In 2011, Pfizer�s Xalkori
was approved for the treatment of advanced NSCLC patients with a specific and rare gene mutation. In addition, there are several drugs in
late-stage development including Eisai�s eribulin, Eli Lilly & Co.�s necitumumab, Pfizer�s axitinib and Synta Pharmaceuticals� ganetispib.

The pharmaceutical, biopharmaceutical and biotechnology industries are characterized by intense competition and rapid and significant
technological advancements. Many companies, research institutions and universities are working in a number of areas similar to our primary
fields of interest to develop new products. There also is intense competition among companies seeking to acquire products that already are being
marketed. Many of the companies with which we compete have or are likely to have substantially greater research and product development
capabilities and financial, technical, scientific, manufacturing, marketing, distribution and other resources than us and at least some of our
present or future strategic partners or licensees.

As a result, these competitors may:

n succeed in developing competitive products sooner than we or our strategic partners or licensees;
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n obtain FDA or foreign governmental approvals for their products before we can obtain approval of any of our products;

n obtain patents that block or otherwise inhibit the development and commercialization of our product candidate candidates;

n develop products that are safer or more effective than our products;

n devote greater resources than we to marketing or selling products;

n introduce or adapt more quickly than we to new technologies and other scientific advances;

n introduce products that render our products obsolete;

n withstand price competition more successfully than we or our strategic partners or licensees;

n negotiate third-party strategic alliances or licensing arrangements more effectively than we; and

n take better advantage than we of other opportunities.
We will be required to pay substantial milestone and other payments relating to the commercialization of our products.

The agreement relating to our worldwide rights to aldoxorubicin provides for our payment of an aggregate of $7.5 million upon meeting
specified clinical and regulatory milestones up to and including the product�s second final marketing approval. We also will be obliged to pay:

n commercially reasonable royalties based on a percentage of net sales (as defined in the agreement);

n a percentage of non-royalty sub-licensing income (as defined in the agreement); and

n milestones of $1,000,000 for each additional final marketing approval that we might obtain.
The agreements under which we have North American and European rights to tamibarotene provide for our payment of royalties based on net
sales of any products, as well as aggregate payments of ¥ 490 million for North America and ¥ 480 million for Europe upon meeting specified
clinical, regulatory and sales milestones up to and including the first commercial sale of tamibarotene for the treatment of APL.

Our agreement relating to our worldwide (except Japan) rights to bafetinib provides for our payment of an aggregate of $13.35 million
(including $5 million upon the product�s initial final marketing approval) upon the achievement of specified clinical and regulatory milestones up
to and including approvals in the United States and Europe. We also will be obliged to pay:

n commercially reasonable royalties based on a percentage of net sales (as defined in the agreement), dependent on reaching certain
revenue thresholds;

Edgar Filing: WATSON PHARMACEUTICALS INC - Form 8-K

Table of Contents 5



n annual minimum payments if sales of bafetinib do not meet specified levels; and

n a percentage of non-royalty sub-licensing income (as defined in the agreement).
If we are required to pay any third party in order to exercise our rights under the agreement, we will deduct a percentage of those payments from
the royalties due under the agreement, up to an agreed-upon cap.

Under the merger agreement by which we acquired Innovive, we agreed to pay the former Innovive stockholders a total of up to approximately
$18.3 million of future earnout merger consideration, subject to our achievement of specified net sales under the Innovive license agreements of
aldoxorubicin, tamibarotene and bafetinib. The earnout merger consideration, if any, will be payable in shares of our common stock, subject to
specified conditions, or, at our election, in cash or by a combination of shares of our common stock and cash. Our common stock will be valued
for purposes of any future earnout merger consideration based upon the trading price of our common stock at the time the earnout merger
consideration is paid.

We are subject to potential liabilities from clinical testing and future product liability claims.

If any of our products are alleged to be defective, they may expose us to claims for personal injury by patients in clinical trials of our products
or, if we obtain marketing approval and commercialize our products, by patients using our commercially marketed products. Even if one or more
of our products is approved by the FDA, users may claim that such products caused unintended adverse effects. We maintain clinical trial
insurance for our ongoing clinical trials, and we plan to seek to obtain similar insurance for any other clinical trials that we conduct. We also
would
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seek to obtain product liability insurance covering the commercial marketing of our product candidates. We may not be able to obtain additional
insurance, however, and any insurance obtained by us may prove inadequate in the event of a claim against us. Any claims asserted against us
also may divert management�s attention from our operations, and we may have to incur substantial costs to defend such claims even if they are
unsuccessful.

We may be unable to successfully acquire additional technologies or products. If we require additional technologies or products, our product
development plans may change and the ownership interests of our shareholders could be diluted.

We may seek to acquire additional technologies by licensing or purchasing such technologies, or through a merger or acquisition of one or more
companies that own such technologies. We have no current understanding or agreement to acquire any technologies, however, and we may not
be able to identify or successfully acquire any additional technologies. We also may seek to acquire products from third parties that already are
being marketed or have been approved for marketing, although we have not currently identified any of these products. We do not have any prior
experience in acquiring or marketing products approved for marketing and may need to find third parties to market any products that we might
acquire.

We have focused our product development efforts on our oncology drug candidates, which we believe have the greatest revenue potential. If we
acquire additional technologies or product candidates, we may determine to make further changes to our product development plans and
business strategy to capitalize on opportunities presented by the new technologies and product candidates.

We may issue shares of our common stock to acquire additional technologies or products or in connection with a merger or acquisition of
another company. To the extent we do so, the ownership interest of our stockholders will be diluted accordingly.

We are conducting certain of our clinical trials in foreign countries, which exposes us to additional risks.

We are conducting international clinical development of aldoxorubicin and tamibarotene. The conduct of clinical trials outside the United States
could have a significant impact on us. Risks inherent in conducting international clinical trials include:

n foreign regulatory requirements that could restrict or limit our ability to conduct our clinical trials;

n administrative burdens of conducting clinical trials under multiple foreign regulatory schema;

n foreign exchange fluctuations;

n diminished protection of intellectual property in some countries; and

n possible nationalization and expropriation.
In addition, there may be changes to our business and political position if there is instability, disruption or destruction in a significant geographic
region, regardless of cause, including war, terrorism, riot, civil insurrection or social unrest; and natural or man-made disasters, including
famine, flood, fire, earthquake, storm or disease, which could seriously harm the development of our current operating strategy.

In the event of a dispute regarding our international clinical trials, license agreements or other strategic arrangements, it may be necessary
for us to resolve the dispute in a foreign country where we would be faced with unfamiliar laws and procedures.

The resolution of disputes in foreign countries can be costly and time consuming, similar to the situation in the United States. However, in a
foreign country, we face the additional burden of understanding unfamiliar laws and procedures. We may not be entitled to a jury trial, as we
might be in the United States. Further, to litigate in any foreign country, we would be faced with the necessity of hiring lawyers and other
professionals who are familiar with the foreign laws. For these reasons, we may incur unforeseen expenses if we are forced to resolve a dispute
in a foreign country.
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Risks Related to Ownership of Our Common Stock

The market price and trading volume of our common stock may be volatile.

The market price of our common stock could fluctuate significantly for many reasons, including the following factors:

n announcements of regulatory developments or technological innovations by us or our competitors,

n changes in our relationship with our licensors and other strategic partners,

n our quarterly operating results,

n developments in patent or other technology ownership rights,

n additional funds may not be available on terms that are favorable to us and, in the case of equity financings, may result in dilution to
our stockholders,

n government regulation of drug pricing, and

n general changes in the economy, the financial markets or the pharmaceutical or biotechnology industries.
In addition, factors beyond our control may also have an impact on the price of our common stock. For example, to the extent that other large
companies within our industry experience declines in their stock price, our stock price may decline as well. In addition, when the market price of
a company�s common stock drops significantly, stockholders often institute securities class action lawsuits against the company. A lawsuit
against us could cause us to incur substantial costs and could divert the time and attention of our management and other resources.

We may issue preferred stock in the future, and the terms of the preferred stock may reduce the value of our common stock.

We are authorized to issue up to 5,000,000 shares of preferred stock in one or more series. Our board of directors may determine the terms of
future preferred stock offerings without further action by our stockholders. If we issue preferred stock, it could affect your rights or reduce the
value of our outstanding common stock. In particular, specific rights granted to future holders of preferred stock may include voting rights,
preferences as to dividends and liquidation, conversion and redemption rights, sinking fund provisions, and restrictions on our ability to merge
with or sell our assets to a third party.

Anti-takeover provisions of our certificate of incorporation and by-laws and provisions of Delaware law could delay or prevent a change of
control that you may favor.

Anti-takeover provisions of our certificate of incorporation and by-laws and provisions of Delaware law may discourage, delay or prevent a
merger or other change of control that stockholders may consider favorable, or may impede the ability of the holders of our common stock to
change our management. These provisions of our certificate of incorporation and by-laws, among other things:

n divide our board of directors into three classes, with members of each class to be elected for staggered three-year terms,
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n limit the right of stockholders to remove directors,

n regulate how stockholders may present proposals or nominate directors for election at annual meetings of stockholders, and

n authorize our board of directors to issue preferred stock in one or more series, without stockholder approval.
In addition, Section 203 of the Delaware General Corporation Law provides that, subject to limited exceptions, persons that acquire, or are
affiliated with a person that acquires, more than 15% of the outstanding voting stock of a Delaware corporation such as our company shall not
engage in any business combination with that corporation, including by merger, consolidation or acquisitions of additional shares for a
three-year period following the date on which that person or its affiliate crosses the 15% stock ownership threshold. Section 203 could operate to
delay or prevent a change of control of our company.
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You may experience future dilution as a result of future equity offerings or other equity issuances.

To raise additional capital, we may in the future offer additional shares of our common stock, preferred stock or other securities convertible into
or exchangeable for our common stock. We cannot assure you that we will be able to sell shares or other securities in any other offering at a
price per share that is equal to or greater than the price per share paid by investors in this offering. The price per share at which we sell
additional shares of our common stock or other securities convertible into or exchangeable for our common stock in future transactions may be
higher or lower than the price per share in this offering.

Our outstanding options and warrants and the availability for resale of the underlying shares may adversely affect the trading price of our
common stock.

As of December 5, 2012, there were outstanding stock options to purchase approximately 1,919,969 shares of our common stock at a
weighted-average exercise price of $5.97 per share and outstanding warrants to purchase approximately 7,677,417 shares of common stock at a
weighted-average exercise price of $5.19 per share. Our outstanding options and warrants could adversely affect our ability to obtain future
financing or engage in certain mergers or other transactions, since the holders of options and warrants can be expected to exercise them at a time
when we may be able to obtain additional capital through a new offering of securities on terms more favorable to us than the terms of
outstanding options and warrants. For the life of the options and warrants, the holders have the opportunity to profit from a rise in the market
price of our common stock without assuming the risk of ownership. The issuance of shares upon the exercise of outstanding options and
warrants will also dilute the ownership interests of our existing stockholders.

We have registered with the SEC the resale by the holders of all or substantially all shares of our common stock issuable upon exercise of our
outstanding options and warrants. The availability of these shares for public resale, as well as any actual resales of these shares, could adversely
affect the trading price of our common stock.
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DIVIDEND POLICY

We have never declared or paid cash dividends on our capital stock. We currently intend to retain our future earnings, if any, for use in our
business and therefore do not anticipate paying cash dividends in the foreseeable future. Payment of future dividends, if any, will be at the
discretion of our board of directors after taking into account various factors, including our financial condition, operating results, and current and
anticipated cash needs.
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THE SECURITIES THAT WE MAY OFFER

We, directly or through agents, dealers or underwriters designated from time to time, may offer, issue and sell, together or separately, up to
$100,000,000 in the aggregate of:

n shares of our common stock, par value $.001 per share;

n shares of our preferred stock, par value $.01 per share;

n warrants to purchase our common stock or preferred stock; and

n any combination of the securities listed above, separately or as units, each on terms to be determined at the time of sale.
The common stock, preferred stock, warrants and units collectively are referred to in this prospectus as the �securities.�

We have summarized below the material terms of the various types of securities that we may offer. We will describe in the applicable prospectus
supplement the detailed terms of the securities offered by that supplement. If indicated in the prospectus supplement, the terms of the offered
securities may differ from the terms summarized below.

19

Edgar Filing: WATSON PHARMACEUTICALS INC - Form 8-K

Table of Contents 13



Table of Contents

DESCRIPTION OF CAPITAL STOCK

Our authorized capital stock currently consists of 250,000,000 shares of common stock, $.001 par value per share, and 5,000,000 shares of
preferred stock, $.01 par value per share.

The following summary of certain provisions of our common and preferred stock does not purport to be complete. You should refer to our
amended and restated certificate of incorporation and our restated bylaws, which are filed with or incorporated by reference in the registration
statement relating to this offering filed by us with the SEC. The summary below is also qualified by reference to the provisions of applicable
Delaware corporation law.

Common Stock

Holders of our common stock are entitled to one vote per share on matters on which our stockholders vote, including with respect to the election
of directors. Holders of common stock are entitled to receive dividends, if declared by our board of directors, out of funds that we may legally
use to pay dividends. See the section of this prospectus entitled �Dividend Policy� for further information. If we liquidate or dissolve, holders of
common stock are entitled to share ratably in our assets once our debts and any liquidation preference owed to holders of any then-outstanding
preferred stock are paid. No shares of preferred stock will be outstanding immediately after the closing of this offering. All shares of common
stock that are outstanding as of the date of this prospectus supplement are, and all shares we are selling in this offering, upon their issuance and
sale, will be, fully-paid and nonassessable.

Preferred Stock

We are currently authorized to issue 5,000,000 shares of preferred stock, of which 25,000 shares have been designated as Series A Junior
Participating Preferred Stock. We have reserved all of the shares of our Series A Junior Participating Preferred Stock for issuance upon the
exercise of the rights under our Shareholder Protection Rights Agreement described below.

Our board of directors has the authority to issue shares of preferred stock in one or more series and to fix the rights of each series. These rights
may include dividend rights, dividend rates, conversion rights, voting rights, terms of redemption, redemption prices, liquidation preferences,
sinking fund terms, and the number of shares that constitute any series. The board of directors may exercise this authority without any further
action by our stockholders.

Our board of directors will fix the rights, preferences, privileges, qualifications and restrictions of the preferred stock of each series that we sell
under this prospectus in the certificate of designation relating to each such series. We will incorporate by reference as an exhibit to the
registration statement of which this prospectus is a part or as an exhibit to one or more current reports on Form 8-K, the form of any certificate
of designation that describes the terms of the series of preferred stock we are offering before the issuance of the related series of preferred stock.
This description will include:

n the title and stated value;

n the number of shares we are offering;

n the liquidation preference per share;

n the purchase price per share;

n the dividend rate per share, dividend period, payment date or dates and method of calculation of dividends;
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n whether dividends will be cumulative or non-cumulative and, if cumulative, the date from which dividends will accumulate;

n our right, if any, to defer payment of dividends and the maximum length of any such deferral period;

n the procedures for any auction and remarketing, if any;

n the provisions for a sinking fund, if any;

n the provisions for redemption or repurchase, if applicable, and any restrictions on our ability to exercise those redemption and
repurchase rights;

n any listing of the preferred stock on any securities exchange or market;
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n whether the preferred stock will be convertible into our common stock or other securities of ours, including warrants, and, if
applicable, the conversion price, or how it will be calculated, and under what circumstances and the mechanism by which it may be
adjusted, and the conversion period;

n whether the preferred stock will be exchangeable into debt securities or other securities of ours, and, if applicable, the exchange price,
or how it will be calculated, and under what circumstances it may be adjusted, and the exchange period;

n voting rights, if any;

n preemptive rights, if any;

n restrictions on transfer, sale or other assignment, if any;

n a discussion of any material United States federal income tax considerations applicable to the preferred stock;

n the relative ranking and preferences of the preferred stock as to dividend rights and rights if we liquidate, dissolve or wind up our
affairs;

n any limitations on issuances of any class or series of preferred stock ranking senior or on a parity with the series of preferred stock
being issued as to dividend rights and rights if we liquidate, dissolve or wind up our affairs; and

n any other specific terms, rights, preferences, privileges, qualifications or limitations of, or restrictions on, the preferred stock.
If we issue and sell shares of preferred stock pursuant to this prospectus, the shares will be fully paid and nonassessable and will not have, or be
subject to, any preemptive or similar rights.

The laws of the State of Delaware, the state of our incorporation, provide that the holders of preferred stock will have the right to vote separately
as a class on any proposal involving fundamental changes in the rights of holders of such preferred stock. This right is in addition to any voting
rights that may be provided for in the applicable certificate of designation.

We believe the power to issue preferred stock will provide our board of directors with flexibility in connection with certain possible corporate
transactions. The issuance of preferred stock, however, could adversely affect the voting power of holders of our common stock, restrict their
rights to receive payment upon liquidation, and have the effect of delaying, deferring, or preventing a change in control which may be beneficial
to our stockholders.

Anti-Takeover Measures

Delaware Law

Section 203 of the Delaware General Corporation Law is applicable to takeovers of certain Delaware corporations, including us. Subject to
exceptions enumerated in Section 203, Section 203 provides that a corporation shall not engage in any business combination with any �interested
stockholder� for a three-year period following the date that the stockholder becomes an interested stockholder unless:

n
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prior to that date, the board of directors of the corporation approved either the business combination or the transaction that resulted in
the stockholder becoming an interested stockholder;

n upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder, the interested stockholder
owned at least 85% of the voting stock of the corporation outstanding at the time the transaction commenced, though some shares may
be excluded from the calculation; or

n on or subsequent to that date, the business combination is approved by the board of directors of the corporation and by the affirmative
votes of holders of at least two-thirds of the outstanding voting stock that is not owned by the interested stockholder.

Except as specified in Section 203, an interested stockholder is generally defined to include any person who, together with any affiliates or
associates of that person, beneficially owns, directly or indirectly, 15% or more of the outstanding voting stock of the corporation, or is an
affiliate or associate of the corporation and was the owner of 15% or more of the outstanding voting stock of the corporation, any time within
three years immediately prior to the relevant date. Under certain circumstances, Section 203 makes it more difficult for an interested stockholder
to
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effect various business combinations with a corporation for a three-year period, although the stockholders may elect not to be governed by this
section, by adopting an amendment to the certificate of incorporation or by-laws, effective 12 months after adoption. Our amended and restated
certificate of incorporation and by-laws do not opt out from the restrictions imposed under Section 203. We anticipate that the provisions of
Section 203 may encourage companies interested in acquiring us to negotiate in advance with the board because the stockholder approval
requirement would be avoided if a majority of the directors then in office excluding an interested stockholder approve either the business
combination or the transaction that resulted in the stockholder becoming an interested stockholder. These provisions may have the effect of
deterring hostile takeovers or delaying changes in control, which could depress the market price of our common stock and deprive stockholders
of opportunities to realize a premium on shares of common stock held by them.

Charter and By-Law Provisions

In addition to the board of directors� ability to issue shares of preferred stock, our amended and restated certificate of incorporation and by-laws
contain the following provisions that may have the effect of discouraging unsolicited acquisition proposals:

n our by-laws classify the board of directors into three classes with staggered three-year terms;

n under our by-laws, our board of directors may enlarge the size of the board and fill the vacancies;

n our by-laws provide that a stockholder may not nominate candidates for the board of directors at any annual or special meeting unless
that stockholder notifies us of its intention a specified period in advance and provides us with certain required information;

n stockholders who wish to bring business before the stockholders at our annual meeting must provide advance notice; and

n our by-laws provide that special meetings of stockholders may only be called by our board of directors or by an officer so instructed
by our board.

Shareholder Protection Rights Agreement

Our board of directors adopted a Shareholder Protection Rights Agreement, or Rights Agreement, dated April 16, 1997, as amended, between us
and American Stock Transfer & Trust Co., as Rights Agent. The Rights Agreement will expire on April 16, 2017, unless renewed or extended by
our board of directors. A series of our preferred stock, designated as Series A Junior Participating Preferred Stock, par value $.01 per share, was
created in accordance with the Rights Agreement. The Rights Agreement is designed to deter coercive takeover tactics, including the
accumulation of shares in the open market or through private transactions, and to prevent an acquirer from gaining control of us without offering
a fair and adequate price and terms to all of our stockholders. As such, the Rights Agreement is intended to enhance our board of directors�
ability to protect stockholder interests and help to assure that stockholders receive fair and equal treatment in the event any proposed takeover of
CytRx is made in the future. Pursuant to the Rights Agreement, our board of directors declared a dividend distribution of one preferred stock
purchase right for each outstanding share of our common stock. The preferred stock purchase rights are attached to, and trade with, our common
stock. The purchase rights are exercisable only upon the occurrence of certain triggering events described in the Rights Agreement.

Transfer Agent

The transfer agent for our common stock is American Stock Transfer & Trust Company, 40 Wall Street, New York, New York 10005.
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DESCRIPTION OF WARRANTS

We may offer and issue warrants to purchase shares of our common stock or preferred stock. The warrants may be issued independently or as a
part of units consisting of shares of our common stock or preferred stock and warrants to purchase additional shares of our common stock or
preferred stock. If the warrants are issued pursuant to warrant agreements, we will so specify in the prospectus supplement relating to the
warrants being offered pursuant to the prospectus supplement.

The following description will apply to the warrants offered by this prospectus unless we provide otherwise in the applicable prospectus
supplement. The applicable prospectus supplement for a particular series of warrants may specify different or additional terms. The forms of any
warrant certificates or warrant agreements evidencing the warrants that we issue will be filed with the SEC and incorporated by reference into
this prospectus, and you should carefully review such documents.

The prospectus supplement will describe the following terms of warrants to purchase our common stock, preferred stock or debt securities to the
extent applicable:

n the title of the warrants;

n the common stock or preferred stock for which the warrants are exercisable;

n the price at which the warrants will be issued and the exercise price of the warrants;

n the aggregate number of warrants offered;

n the number of shares of common stock or preferred stock that may be purchased upon the exercise of each warrant;

n whether the warrants are being offered separately or as a part of units consisting of shares of our common stock or preferred stock and
warrants to purchase additional shares of our common stock or preferred stock;

n the terms of any right by us to redeem the warrants;

n the date on which the right to exercise the warrants will commence and the date on which this right will expire;

n the procedures for exercising the warrants;

n the terms on which the warrants may be amended;

n the terms of any adjustments in the warrant exercise price and the number of shares of common stock or preferred stock purchasable
upon the exercise of each warrant to be made in certain events, including the issuance of a stock dividend to holders of common stock
or preferred stock or a stock split, reverse stock split, combination, subdivision or reclassification of common stock;
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n the effect on the warrants of our merger or consolidation with another entity or our sale of all or substantially all of our assets;

n the maximum or minimum number of warrants which may be exercised at any time; and

n the material United States federal income tax consequences applicable to the warrants and their exercise.
Holders of warrants to purchase common stock or preferred stock will not be entitled, by virtue of being such holders, to vote, consent, receive
dividends, receive notice as stockholders with respect to any meeting of stockholders for the election of our directors or any other matter, or to
exercise any rights whatsoever as our stockholders.

Warrants may be exercised at any time up to the close of business on the expiration date set forth in the prospectus supplement relating to the
warrants offered thereby. After the close of business on the expiration date, unexercised warrants will become void. Upon our receipt of the
exercise price of the warrants upon the due exercise of the warrants, we will, as soon as practicable, forward the securities purchasable upon
exercise. If less than all of the warrants represented by such warrant certificate are exercised, a new warrant certificate will be issued for the
remaining warrants.
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DESCRIPTION OF UNITS

We may offer and issue units that consist of shares of our common stock or preferred stock and warrants to purchase additional shares of our
common stock or preferred stock. For example, we may elect to issue units for a specified price per unit, with each unit consisting of one share
of our common stock or preferred stock and one warrant to purchase an additional share of our common stock or preferred stock at a specified
price. The holder of a unit will also hold each of the securities that is included in the unit.

We have provided in the preceding sections of this prospectus a general description of our common stock, preferred stock, and debt securities
and of the warrants that we may offer. If we elect to offer units, we will describe the specific terms of the units in a supplement to this
prospectus. Among other things, the prospectus supplement will describe, to the extent applicable:

n the price of each unit;

n the securities comprising each unit;

n the exercise price of the warrants comprising part of the units;

n the aggregate number of units offered;

n the number of shares of common stock or preferred stock that may be purchased upon the exercise of each warrant comprising part of
a unit;

n the terms of any right by us to redeem any of the securities comprising the units;

n the date on which the right to exercise the warrants forming part of the units will commence and the date on which this right will
expire;

n any transfer restrictions on the units, including whether the securities comprising the units may be transferred separately;

n the terms on which the units or warrants forming part of the units may be amended;

n with respect to preferred stock forming part of the units, the other matters listed above under �Description of Capital Stock�Preferred
Stock�;

n with respect to warrants forming part of the units, the other matters listed above under �Description of Warrants�; and

n the material United States federal income tax consequences applicable to the units.
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PLAN OF DISTRIBUTION

We may sell the securities being offered hereby in one or more of the following ways from time to time:

n through agents to the public or to investors;

n to one or more underwriters for resale to the public or to investors;

n in �at the market� offerings, within the meaning of Rule 415(a)(4) of the Securities Act of 1933, as amended, or the Securities Act, to or
through a market maker or into an existing trading market, on an exchange or otherwise;

n directly to investors; or

n through a combination of these methods of sale.
We will set forth in a prospectus supplement the terms of an offering of shares of our securities, including.

n the name or names of any agents or underwriters;

n the purchase price of the securities being offered and the proceeds we will receive from the sale;

n any over-allotment options under which underwriters may purchase additional securities from us;

n any agency fees or underwriting discounts and other items constituting agents� or underwriters� compensation;

n the public offering price; and

n any discounts or concessions allowed or reallowed or paid to dealers.
We may distribute the securities from time to time in one or more transactions;

n at a fixed price or prices, which may be changed;

n at market prices prevailing at the time of sale;

n at prices related to such prevailing market prices; or
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n at negotiated prices.
We may also, from time to time, authorize dealers, acting as our agents, to offer and sell securities upon the terms and conditions set forth in the
applicable prospectus supplement. We, or the purchasers of securities for whom the underwriters may act as agents, may compensate
underwriters in the form of underwriting discounts or commissions, in connection with the sale of securities. Underwriters may sell the securities
to or through dealers, and those dealers may receive compensation in the form of discounts, concessions or commissions from the underwriters
or commissions from the purchasers for whom they may act as agent. Unless otherwise indicated in a prospectus supplement, an agent will be
acting on a �best efforts� basis and a dealer will purchase securities as a principal, and may then resell the common stock at varying prices to be
determined by the dealer.

We will describe in the applicable prospectus supplement any compensation we will pay to underwriters or agents in connection with the
offering of securities, and any discounts, concessions or commissions allowed by underwriters to participating dealers. The dealers and agents
participating in the distribution of securities may be deemed to be underwriters, and any discounts and commissions received by them and any
profit realized by them on resale of the securities may be deemed to be underwriting discounts and commissions. We may enter into agreements
to indemnify underwriters, dealers and agents against certain civil liabilities, including liabilities under the Securities Act and to reimburse these
persons for certain expenses. We may grant underwriters who participate in the distribution of securities we are offering under this prospectus an
option to purchase additional shares to cover over-allotments, if any, in connection with the distribution.

To facilitate the offering of securities, certain persons participating in the offering may engage in transactions that stabilize, maintain, or
otherwise affect the price of the securities. This may include over-allotments or short sales of the securities, which involve the sale by persons
participating in the offering of more securities than we sold to them. In these circumstances, these persons would cover such over-allotments or
short positions by making purchases in the open market or by exercising their over-allotment option, if any. In addition, these persons may
stabilize or
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maintain the price of the securities by bidding for or purchasing securities in the open market or by imposing penalty bids, whereby selling
concessions allowed to dealers participating in the offering may be reclaimed if securities sold by them is repurchased in connection with
stabilization transactions. The effect of these transactions may be to stabilize or maintain the market price of the securities at a level above that
which might otherwise prevail in the open market. These transactions may be discontinued at any time.

Any underwriters who are qualified market makers on the Nasdaq Capital Market may engage in passive market making transactions in the
securities on the Nasdaq Capital Market in accordance with Rule 103 of Regulation M, during the business day prior to the pricing of the
offering, before the commencement of offers or sales of the securities. Passive market makers must comply with applicable volume and price
limitations and must be identified as passive market makers. In general, a passive market maker must display its bid at a price not in excess of
the highest independent bid for such security; if all independent bids are lowered below the passive market maker�s bid, however, the passive
market maker�s bid must then be lowered when certain purchase limits are exceeded.

Certain underwriters, dealers or agents and their associates may engage in transactions with and perform services for us in the ordinary course of
our business.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. Our SEC filings are available to the public
over the Internet at the SEC�s website at http://www.sec.gov. The SEC�s website contains reports, proxy and information statements and other
information regarding issuers such as us that file electronically with the SEC. You may also read and copy any document we file with the SEC at
the SEC�s Public Reference Room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549, and may obtain copies of these documents at
prescribed rates by writing to the SEC. Please call the SEC at 1-800-SEC-0330 for further information on the operation of its Public Reference
Room.

Information about us is also available at our website at www.cytrx.com; however, information on our website is not incorporated into this
prospectus and is not a part of this prospectus.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to �incorporate by reference� the information we have filed with it, which means that we can disclose important information to
you by referring you to another document that we have filed separately with the SEC. You should read the information incorporated by reference
because it is an important part of this prospectus. Any statement in a document we incorporate by reference into this prospectus will be
considered to be modified or superseded to the extent a statement contained in this prospectus or any other subsequently filed document that is
incorporated by reference into this prospectus modifies or supersedes that statement. The modified or superseded statement will not be
considered to be a part of this prospectus, except as modified or superseded.

We incorporate by reference the following information or documents that we have filed with the SEC (excluding those portions of any Form 8-K
that are not deemed �filed� pursuant to the General Instructions of Form 8-K):

n our Annual Report on Form 10-K for the year ended December 31, 2011;

n our Quarterly Reports on Form 10-Q for the quarterly periods ended March 31, 2012, June 30, 2012, and September 30, 2012,
respectively;

n our Current Reports on Form 8-K filed with the SEC on January 6, 2012, February 17, 2012, February 21, 2012, April 23,
2012, May 10, 2012, May 15, 2012, October 19, 2012 and November 9, 2012, respectively;

n the description of our securities as described in our Registration Statement on Form 8 A filed under the Exchange Act on March 17,
1987 (File No. 0 15327), and any amendment or report filed for the purpose of updating any such description; and

n the description of our Series A Junior Participating Preferred Stock Purchase Rights as described in our Registration Statement on
Form 8 A filed under the Exchange Act on April 17, 1997 (File No. 000 15327), and any amendment or report filed for the purpose of
updating any such descriptions.

We also incorporate by reference all documents filed pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act after the date of this
prospectus and prior to the termination of this offering (excluding those portions of any Form 8-K that are not deemed �filed� pursuant to the
General Instructions of Form 8-K).

Statements made in this prospectus or in any document incorporated by reference in this prospectus as to the contents of any contract or other
document referred to herein or therein are not necessarily complete, and in each instance reference is made to the copy of such contract or other
document filed as an exhibit to the documents incorporated by reference, each such statement being qualified in all material respects by such
reference.

You may obtain a copy of the foregoing documents from us without charge by writing or calling us at the following address and telephone
number: 11726 San Vicente Blvd., Suite 650 Los Angeles, California 90049, Attention: Corporate Secretary; (310) 826-5648.
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LEGAL MATTERS

The validity of the securities being offered hereby has been passed upon for us by TroyGould PC, Los Angeles, California. As of November 30,
2012, TroyGould PC owned 7,000 shares of our common stock.
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EXPERTS

The consolidated financial statements and schedule as of December 31, 2011 and 2010 and for each of the three years in the period ended
December 31, 2011 and management�s assessment of the effectiveness of internal control over financial reporting as of December 31, 2011
incorporated by reference in this prospectus have been so incorporated in reliance on the reports of BDO USA, LLP, an independent registered
public accounting firm, incorporated herein by reference, given on the authority of said firm as experts in auditing and accounting.
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