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THERAVANCE, INC.

Shares Acquired Under Written Compensation Agreements

(Full title of the Plan)

BRADFORD J. SHAFER
Senior Vice President, General Counsel and Secretary
THERAVANCE, INC.
901 Gateway Boulevard
South San Francisco, California 94080

(Name and address of agent for service)

(650) 808-6000

(Telephone number, including area code, of agent for service)

CALCULATION OF REGISTRATION FEE

Proposed Maximum Proposed Maximum

Amount to be Offering Price per Aggregate Offering Amount of
Title of Securities to be Registered Registered(1) Share(2) Price(2) Registration Fee
Shares Acquired Under Written
Compensation Agreements with
Certain Named and Unnamed
Individuals
Common Stock, $0.01 par value 2,564,166 shares $ 1744 $ 44,719,055.04 $ 5,263.43
) This Registration Statement shall also cover any additional shares of Common Stock which become

issuable under the Written Compensation Agreements with Certain Named and Unnamed Individuals, because of any
stock dividend, stock split, recapitalization or other similar transaction effected without the receipt of consideration
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which results in an increase in the number of the outstanding shares of Common Stock of Theravance, Inc.

) Calculated solely for purposes of this offering under Rule 457(h) of the Securities Act of 1933, as
amended, on the basis of the average of the high and low price per share of Common Stock of Theravance, Inc. as
reported on the Nasdaq National Market on March 28, 2005.

EXPLANATORY NOTE

Theravance, Inc. has prepared this Registration Statement in accordance with the requirements of Form S-8 under the Securities Act of 1933, as
amended (the 1933 Act ), to register shares of its Common Stock, $0.01 par value per share. Under cover of this Form S-8 is a Reoffer
Prospectus that Theravance, Inc. prepared in accordance with Part I of Form S-3 under the 1933 Act. The Reoffer Prospectus may be utilized
for reofferings and resales of up to 2,564,166 shares of common stock acquired by Selling Stockholder(s) under the Theravance, Inc. 1997 Stock
Plan or Long-Term Incentive Plan.
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THERAVANCE, INC.

FORM S-8 CROSS REFERENCE SHEET SHOWING LOCATION OF INFORMATION
REQUIRED BY PART I OF FORM S-3

Form S-3 Item Number Location/Heading in Prospectus

1. Forepart of Registration Statement and Outside Front ~ Cover page
Cover page of Prospectus

2. Inside Front and Outside Back Cover Page of Available Information; Incorporation of Certain
Prospectus Information by Reference
3. Summary Information, Risk Factors and Ratio of Risk Factors

Earnings to Fixed Charges

4. Use of Proceeds Use of Proceeds

5. Determination of Offering Price Not applicable

6. Dilution Not applicable

7. Selling Security Holders Selling Security Holders

8. Plan of Distribution Plan of Distribution

9. Description of Securities to be Registered Not Applicable

10. Interests of Named Experts and Counsel Not Applicable

11. Material Changes Not Applicable

12. Incorporation of Certain Information Documents Incorporated by Reference
13. Disclosure of Commission Position on Indemnification

Indemnification for Securities Act Liabilities
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PART II

Information Required in the Registration Statement

Ttem 3. Incorporation of D men Referen

ltem 3. Incorporation of Documents by Reference
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Theravance, Inc. (the Registrant ) hereby incorporates by reference into this Registration Statement the following documents previously filed
with the Securities and Exchange Commission (the SEC ):

@ The Registrant s Annual Report on Form 10-K for the
fiscal year ended December 31, 2004;

b) All other reports filed pursuant to Section 13(a) or
15(d) of the Exchange Act since the end of the fiscal year
covered by the registrant document referred to in (a) above; and

© The description of the Registrant s outstanding
Common Stock contained in the Registrant s Registration
Statement No. 000-30319 on Form 8-A filed with the SEC on
September 27, 2004, pursuant to Section 12 of the Securities Act
of 1934, as amended (the 1934 Act ), including any amendment
or report filed for the purpose of updating such description.

All reports and definitive proxy or information statements filed pursuant to Section 13(a), 13(c), 14 or 15(d) of the 1934 Act after the date of this
Registration Statement and prior to the filing of a post-effective amendment which indicates that all securities offered hereby have been sold or
which deregisters all securities then remaining unsold shall be deemed to be incorporated by reference into this Registration Statement and to be
a part hereof from the date of filing of such documents.

Ttem 4. D ription of riti

ltem 4. Description of Securities 7
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Not Applicable.

Item 5.

ltem 5.
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Inter f Named Experts an

Interests of Named Experts and Counsel

n
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Not Applicable.

Item 6.

ltem 6.
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Indemnification of Dir IS an

Indemnification of Directors and Officers

ffi

11
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Section 145 of the Delaware General Corporation Law authorizes a court to award or a corporation s Board of Directors to grant indemnification
to directors and officers in terms sufficiently broad to permit such indemnification under certain circumstances for liabilities (including
reimbursement for expenses incurred) arising under the 1933 Act. The Registrant s Bylaws provide for mandatory indemnification of its
directors and permissible indemnification of officers, employees and other agents to the maximum extent permitted by the Delaware General
Corporation Law. The Registrant s Certificate of Incorporation provides that, pursuant to Delaware law, its directors shall not be liable for
monetary damages for breach of their fiduciary duty as directors to the Registrant and its stockholders. This provision in the Certificate of
Incorporation does not eliminate the fiduciary duty of the directors, and, in appropriate circumstances, equitable remedies such as injunctive or
other forms of non-monetary relief will remain available under Delaware law. In addition, each director will continue to be subject to liability
for breach of the director s duty of loyalty to the Registrant for acts or omissions not in good faith or involving intentional misconduct, for
knowing violations of law, for actions leading to improper personal benefit to the director and for payment of dividends or approval of stock
repurchases or redemptions that are unlawful under Delaware law. The provision also does not affect a director s responsibilities under any other
law, such as the federal securities laws or state or federal environmental laws. The Registrant has entered into Indemnification Agreements with
its directors. The Indemnification Agreements provide the Registrant s directors with further indemnification to the maximum extent permitted
by the Delaware General Corporation Law.

II-1

13



Item 7.

ltem 7.
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Exemption from Reqi

Exemption from Registration Claimed

I

n

laim

14
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The sale and issuance of securities to the Selling Stockholders by the Registrant to whom the shares offered for resale pursuant to this
Registration Statement were sold were deemed to be exempt from registration under the 1933 Act by virtue of Section 4(2) thereof or pursuant
to Rule 701 thereof.

Item 8. EXh i i

ltem 8. Exhibits 16



Exhibit Number
4

23.1

24

Item 9.

ltem 9.
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Exhibit
Instrument Defining Rights of Stockholders. Reference is made to Theravance, Inc. s Registration Statement
No. 000-30319 on Form 8-A, which is incorporated herein by reference under Item 3(b) of this Registration Statement.

Consent of Independent Registered Public Accounting Firm.

Power of Attorney. Reference is made to page II-3 of this Registration Statement.

ndertakin

Undertakings

17
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A. The undersigned Registrant hereby undertakes: (1) to file,
during any period in which offers or sales are being made, a post-effective
amendment to this Registration Statement (i) to include any prospectus
required by Section 10(a)(3) of the 1933 Act, (ii) to reflect in the prospectus
any facts or events arising after the effective date of this Registration
Statement (or the most recent post-effective amendment thereof) which,
individually or in the aggregate, represent a fundamental change in the
information set forth in this Registration Statement and (iii) to include any
material information with respect to the plan of distribution not previously
disclosed in this Registration Statement or any material change to such
information in this Registration Statement; provided, however, that

clauses (1)(i) and (1)(ii) shall not apply if the information required to be
included in a post-effective amendment by those paragraphs is contained in
periodic reports filed with or furnished to the SEC by the Registrant pursuant
to Section 13 or Section 15(d) of the 1934 Act that are incorporated by
reference in this Registration Statement; (2) that for the purpose of
determining any liability under the 1933 Act each such post-effective
amendment shall be deemed to be a new registration statement relating to the
securities offered therein and the offering of such securities at that time shall
be deemed to be the initial bona fide offering thereof, and (3) to remove from
registration by means of a post-effective amendment any of the securities
being registered which remain unsold at the termination of the Written
Compensation Agreements Covering Shares acquired by Certain Named and
Unnamed Individuals pursuant to the Theravance, Inc. 1997 Stock Plan or
Long-Term Incentive Plan.

B. The undersigned Registrant hereby undertakes that, for
purposes of determining any liability under the 1933 Act, each filing of the
Registrant s annual report pursuant to Section 13(a) or Section 15(d) of the
1934 Act that is incorporated by reference in this Registration Statement shall
be deemed to be a new registration statement relating to the securities offered
therein, and the offering of such securities at that time shall be deemed to be
the initial bona fide offering thereof.

C. Insofar as indemnification for liabilities arising under the 1933
Act may be permitted to directors, officers or controlling persons of the
Registrant pursuant to the indemnification provisions summarized in ltem 6 or

A The undersigned Registrant hereby undertakes: (1) to file, during any period in wtch offer
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otherwise, the Registrant has been advised that, in the opinion of the SEC,
such indemnification is against public policy as expressed in the 1933 Act,
and is, therefore, unenforceable. In the event that a claim for indemnification
against such liabilities (other than the payment by the Registrant of expenses
incurred or paid by a director, officer or controlling person of the Registrant in
the successful defense of any action, suit or proceeding) is asserted by such
director, officer or controlling person in connection with the securities being
registered, the Registrant will, unless in the opinion of its counsel the matter
has been settled by controlling precedent, submit to a court of appropriate
jurisdiction the question whether such indemnification by it is against public
policy as expressed in the 1933 Act and will be governed by the final
adjudication of such issue.

1I-2

C. Insofar as indemnification for liabilities arising under the 1933Act may be permiti@ to dire
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, as amended, the Registrant certifies that it has reasonable grounds to believe that it
meets all of the requirements for filing on Form S-8 and has duly caused this Registration Statement to be signed on its behalf by the
undersigned, thereunto duly authorized, in the City of South San Francisco, State of California on this 30th day of March, 2005.

THERAVANCE, INC.
By: /s/ Rick E Winningham
Rick E Winningham

Chief Executive Officer and Director

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS:

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitid to dire
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Insofar as indemnification for liabilities arising under the 1933Act may be permitg2i to dire
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That the undersigned officers and directors of Theravance, Inc., a Delaware corporation, do hereby constitute and appoint Rick E Winningham,
Bradford J. Shafer and Michael W. Aguiar, and any of them, the lawful attorneys-in-fact and agents with full power and authority to do any and
all acts and things and to execute any and all instruments which said attorneys and agents, and either one of them, determine may be necessary
or advisable or required to enable said corporation to comply with the Securities Act of 1933, as amended, and any rules or regulations or
requirements of the Securities and Exchange Commission in connection with this Registration Statement. Without limiting the generality of the
foregoing power and authority, the powers granted include the power and authority to sign the names of the undersigned officers and directors in
the capacities indicated below to this Registration Statement, to any and all amendments, both pre-effective and post-effective, and supplements
to this Registration Statement, and to any and all instruments or documents filed as part of or in conjunction with this Registration Statement or
amendments or supplements thereof, and each of the undersigned hereby ratifies and confirms all that said attorneys and agents, or either one of
them, shall do or cause to be done by virtue hereof. This Power of Attorney may be signed in several counterparts.

IN WITNESS WHEREOF, each of the undersigned has executed this Power of Attorney as of the date indicated.

Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement has been signed below by the following
persons in the capacities and on the dates indicated.

Signature

/s/ Rick E. Winningham
Rick E Winningham

/s/ Michael W. Aguiar
Michael W. Aguiar

/s/ P. Roy Vagelos, M.D.

P. Roy Vagelos, M.D.

Title Date

Chief Executive Officer and Director March 30, 2005
(Principal Executive Officer)

Senior Vice President, Finance and Chief March 30, 2005
Financial Officer (Principal Financial and

Accounting Officer)

Chairman of the Board of Directors March 30, 2005

1I-3

Insofar as indemnification for liabilities arising under the 1933Act may be permitgsi to dire



Edgar Filing: THERAVANCE INC - Form S-8

Signature Title Date

/s/ Julian C. Baker Director March 30, 2005
Julian C. Baker

/s/ Jeffrey M. Drazan Director March 30, 2005
Jeffrey M. Drazan

/s/ Robert V. Gunderson, Jr. Director March 30, 2005
Robert V. Gunderson, Jr.

/s/ Arnold J. Levine, Ph.D. Director March 30, 2005
Arnold J. Levine, Ph.D.

/s/ Ronn C. Loewenthal Director March 30, 2005
Ronn C. Loewenthal

/s/ Michael G. Mullen Director March 30, 2005
Michael G. Mullen

/s/ William H. Waltrip Director March 30, 2005
William H. Waltrip

/s/ George M. Whitesides, Ph.D. Director March 30, 2005
George M. Whitesides, Ph.D.

/s/ William D. Young Director March 30, 2005
William D. Young

1I-4

C. Insofar as indemnification for liabilities arising under the 1933Act may be permiti4 to dire
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Shares of Common Stock

Theravance, Inc.

This Reoffer Prospectus relates to 2,564,166 shares of the Common Stock, par value $0.01 (the Common Stock ), of Theravance, Inc. (the

Company ), which may be offered from time to time by certain key employees named herein and certain employees who are not named herein
who are not affiliates (the Selling Stockholders ). It is anticipated that the Selling Stockholders will offer shares for sale at prevailing prices on
the Nasdaq National Market System on the date of sale. The Company will receive no part of the proceeds of sale made hereunder. All
expenses of registration incurred in connection with this offering are being borne by the Company, but all selling and other expenses incurred by
each of the Selling Stockholders will be borne by each such Selling Stockholder.

The Common Stock is traded on the Nasdaq National Market System.

The Selling Stockholders and any broker executing selling orders on behalf of the Selling Stockholders may be deemed to be underwriters
within the meaning of the Securities Act of 1933, as amended (the 1933 Act ), in which event commissions received by such broker may be
deemed to be underwriting commissions under the Securities Act.

THESE SECURITIES INVOLVE A HIGH DEGREE OF RISK AND SHOULD BE CONSIDERED
ONLY BY PERSONS WHO CAN AFFORD THE LOSS OF THEIR ENTIRE INVESTMENT.
SEE RISK FACTORS BEGINNING ON PAGE 3.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION NOR HAS THE COMMISSION PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENSE.

No person is authorized to give any information or to make any representations, other than those contained in this Prospectus, in connection with
the offering described herein, and, if given or made, such information or representations must not be relied upon as having been authorized by
the Company or any Selling Stockholder. This Prospectus does not constitute an offer to sell, or a solicitation of an offer to buy, nor shall there
be any sale of these securities by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale.
Neither the delivery of this Prospectus nor any sale made hereunder shall under any circumstances create an implication that the information
contained herein is correct as of any time subsequent to the date hereof.

The date of this Prospectus is March 30, 2005.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitis to dire
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AVAILABLE INFORMATION

C. Insofar as indemnification for liabilities arising under the 1933Act may be permiti&i to dire
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Insofar as indemnification for liabilities arising under the 1933Act may be permitid to dire
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The Company is subject to the informational reporting requirements of the Securities Exchange Act of 1934, as amended (the Exchange Act )
since the first date on which its Common Stock is registered under Section 12(g) of the Exchange Act and in accordance therewith will file
reports, proxy statements and other information with the Securities and Exchange Commission (the Commission ). Such reports, proxy
statements and other information can be inspected and copied at the Public Reference Room of the Commission, 450 Fifth Street, N.W.,
Washington, D.C. 20549 and at the Commission s regional offices at 219 South Dearborn Street, Chicago, IL. 60604; 26 Federal Plaza, New
York, NY 10007; and 5757 Wilshire Boulevard, Los Angeles, CA 90036, at prescribed rates. The Common Stock is quoted on the Nasdaq
National Market System. Reports, proxy statements, informational statements and other information concerning the Company can be inspected
at the offices of the National Association of Securities Dealers, Inc. at 1735 K Street, N.W., Washington, D.C. 20006. The Commission also
maintains a Web site (http://www.sec.gov) that contains reports, proxy statements and other information regarding registrants that file
electronically with the Commission.

The Company intends to furnish its stockholders with annual reports containing audited financial statements and a report thereon by an
independent registered public accounting firm.

A copy of any document incorporated by reference in the Registration Statement (not including exhibits to the information that is incorporated
by reference unless such exhibits are specifically incorporated by reference into the information that the Registration Statement incorporates) of
which this Reoffer Prospectus forms a part but which is not delivered with this Reoffer Prospectus will be provided by the Company without
charge to any person (including any beneficial owner) to whom this Reoffer Prospectus has been delivered upon the oral or written request of
such person. Such requests should be directed to Bradford J. Shafer, Theravance, Inc., 901 Gateway Boulevard, South San Francisco, CA
94080. The Company s telephone number at that location is (650) 808-6000.

TABLE OF CONTENTS
Page
THE COMPANY 3
RISK FACTORS 3
USE OF PROCEEDS 17
SELLING SECURITY HOLDERS 18
PLAN OF DISTRIBUTION 19
DOCUMENTS INCORPORATED BY REFERENCE 19
INDEMNIFICATION 20
2
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THE COMPANY

C. Insofar as indemnification for liabilities arising under the 1933Act may be permit2a to dire
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Insofar as indemnification for liabilities arising under the 1933Act may be permit& to dire
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Theravance ( We orthe Company ) is a biopharmaceutical company with a pipeline of internally discovered product candidates. Of our six
programs in development, two are in late stage our bacterial infections program focusing on treating serious Gram-positive infections
(telavancin) and our Beyond Advair collaboration with GlaxoSmithKline (GSK). We are focused on the discovery, development and
commercialization of small molecule medicines across a number of therapeutic areas including respiratory disease, bacterial infections,
overactive bladder and gastrointestinal disorders. By leveraging our proprietary insight of multivalency to drug discovery focused on validated
targets, we are pursuing a next generation drug discovery strategy designed to discover superior medicines in large markets. None of our
products have been approved for marketing and sale to patients and we have not received any product revenue to date.

Our strategy focuses on the discovery, development and commercialization of medicines with superior efficacy, convenience, tolerability and/or
safety. By primarily focusing on biological targets that have been either clinically validated by existing medicines or by potential medicines in
late-stage clinical studies, we can leverage years of available knowledge regarding a target s activity and the animal models used to test potential
medicines against such targets. We move a product candidate into development after it demonstrates superiority to existing medicines or drug
candidates in animal models that we believe correlate to human clinical experience. This strategy of developing the next generation of existing
medicines or potential medicines is designed to reduce technical risk and increase productivity. Within the last four years, five product
candidates that we discovered have entered clinical studies. Finally, we believe that we can enhance the probability of successfully developing
and commercializing medicines by identifying at least two structurally different product candidates, whenever practicable, for development in
each therapeutic program.

The Company s executive offices are located at 901 Gateway Boulevard, South San Francisco, CA 94080. The Company s telephone number is
(650) 808-6000.

RISK FACTORS

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitid to dire
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Insofar as indemnification for liabilities arising under the 1933Act may be permit&i to dire
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Risks Related to our Business

C. Insofar as indemnification for liabilities arising under the 1933Act may be permit&i to dire
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Insofar as indemnification for liabilities arising under the 1933Act may be permitig4 to dire
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If our product candidates are determined to be unsafe or ineffective in humans, we will not receive product revenue.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permit&s to dire
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Insofar as indemnification for liabilities arising under the 1933Act may be permit&&l to dire
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We have never commercialized any of our product candidates. We are uncertain whether any of our compounds or product candidates will
prove effective and safe in humans or meet applicable regulatory standards. In addition, our approach to applying our expertise in multivalency
to drug discovery is unproven and may not result in the creation of successful medicines. The risk of failure for all of our compounds and
product candidates is high. To date, the data supporting our drug discovery and development programs is derived solely from laboratory and
preclinical studies and limited clinical studies. Our most advanced product candidate, telavancin, is currently in Phase 3 clinical studies. In
addition, a number of other compounds remain in the lead identification, lead optimization and preclinical testing stages. It is impossible to
predict when or if any of our compounds and product candidates will prove effective or safe in humans or will receive regulatory approval. If
we are unable to discover and develop medicines that are effective and safe in humans, we will not receive product revenue.

If the product candidates that we develop on our own or through collaborative partners are not approved by regulatory agencies,
including the Food and Drug Administration, we will be unable to commercialize them.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permit&d to dire
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Insofar as indemnification for liabilities arising under the 1933Act may be permit&&i to dire
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The Food and Drug Administration (FDA) must approve any new medicine before it can be marketed and sold in the United States. We must
provide the FDA and similar foreign regulatory authorities with data from preclinical and clinical studies that demonstrate that our product
candidates are safe and effective for a defined indication before they can be approved for commercial distribution. We will not obtain this
approval for a product candidate unless and until the FDA approves a New Drug Application (NDA). In order to market our medicines in

C. Insofar as indemnification for liabilities arising under the 1933Act may be permit&a to dire
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the European Union and other foreign jurisdictions, we must obtain separate regulatory approvals in each country. The approval procedure
varies among countries and can involve additional testing, and the time required to obtain approval may differ from that required to obtain FDA
approval. Approval by the FDA does not ensure approval by regulatory authorities in other countries, and approval by one foreign regulatory
authority does not ensure approval by regulatory authorities in other foreign countries or by the FDA. We have not yet filed an NDA with the
FDA or made a comparable filing in any foreign country for any of our product candidates.

Clinical studies involving our product candidates may reveal that those candidates are ineffective, inferior to existing approved medicines,
unacceptably toxic or have other unacceptable side effects. In addition, the results of preclinical studies do not necessarily predict clinical
success, and larger and later-stage clinical studies may not produce the same results as earlier-stage clinical studies. Frequently, product
candidates that have shown promising results in early preclinical or clinical studies have subsequently suffered significant setbacks or failed in
later clinical studies. In addition, clinical studies of potential products often reveal that it is not possible or practical to continue development
efforts for these product candidates. If our clinical studies are substantially delayed or fail to prove the safety and effectiveness of our product
candidates, we may not receive regulatory approval of any of our product candidates and our business and financial condition will be materially
harmed.

Any failure or delay in commencing or completing clinical studies for our product candidates could severely harm our business.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitt to dire



Edgar Filing: THERAVANCE INC - Form S-8

Insofar as indemnification for liabilities arising under the 1933Act may be permitéed to dire
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Each of our product candidates must undergo extensive preclinical and clinical studies as a condition to regulatory approval. Preclinical and
clinical studies are expensive and take many years to complete. To date we have not completed the clinical studies of any product candidate.
The commencement and completion of clinical studies for our product candidates may be delayed by many factors, including:

our inability or the inability of our collaborators or licensees to manufacture or obtain from third parties materials
sufficient for use in preclinical and clinical studies;

delays in patient enrollment, which we have experienced in the past, and variability in the number and types of
patients available for clinical studies;

difficulty in maintaining contact with patients after treatment, resulting in incomplete data;

poor effectiveness of product candidates during clinical studies;

unforeseen safety issues or side effects;

governmental or regulatory delays and changes in regulatory requirements, policy and guidelines; and

varying interpretation of data by the FDA and similar foreign regulatory agencies.

It is possible that none of our product candidates will complete clinical studies in any of the markets in which we, our collaborators or licensees
intend to sell those product candidates. Accordingly, we, our collaborators or licensees may not receive the regulatory approvals needed to
market our product candidates. Any failure or delay in commencing or completing clinical studies or obtaining regulatory approvals for our
product candidates would delay commercialization of our product candidates and severely harm our business and financial condition.

Even if our product candidates receive regulatory approval, commercialization of such products may be adversely affected by
regulatory actions.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitéi to dire
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Even if we receive regulatory approval, this approval may include limitations on the indicated uses for which we can market our medicines.
Further, if we obtain regulatory approval, a marketed medicine and its manufacturer are subject to continual review, including review and
approval of the manufacturing facilities. Discovery of previously unknown problems with a medicine may result in restrictions on its
permissible uses, or on the manufacturer, including withdrawal of the medicine from the market. The FDA and similar foreign regulatory

C. Insofar as indemnification for liabilities arising under the 1933Act may be permittet to dire
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bodies may also implement new standards, or change their interpretation and enforcement of existing standards and requirements, for the
manufacture, packaging, or testing of products at any time. If we are unable to comply, we may be subject to regulatory or civil actions or
penalties that could significantly and adversely affect our business. Any failure to maintain regulatory approval will limit our ability to
commercialize our product candidates, which would materially and adversely affect our business and financial condition.

We have incurred operating losses in each year since our inception and expect to continue to incur substantial and increasing losses for
the foreseeable future.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitéEs to dire
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We have been engaged in discovering and developing compounds and product candidates since mid-1997. We have not generated any product
sales revenue to date. We may never generate revenue from selling medicines or achieve profitability. As of December 31, 2004, we had an
accumulated deficit of $469 million. We expect our research and development expenses to continue to increase as we continue to expand our
development programs. As a result, we expect to continue to incur substantial and increasing losses for the foreseeable future. We are uncertain
when or if we will be able to achieve or sustain profitability. Failure to become and remain profitable would adversely affect the price of our
common stock and our ability to raise capital and continue operations.

If we fail to obtain the capital necessary to fund our operations, we may be unable to develop our products and we could be forced to
share our rights to commercialize our product candidates with third parties on terms that may not be favorable to us.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitéd to dire
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We need large amounts of capital to support our research and development efforts. If we are unable to secure capital to fund our operations we
will not be able to continue our discovery and development efforts and we might have to enter into strategic collaborations that could require us
to share commercial rights to our medicines to a greater extent than we currently intend. Based on our current operating plans, we believe that
our cash and cash equivalents and marketable securities will be sufficient to meet our anticipated operating needs for at least the next year. We
expect to require additional capital after that period.

In addition, if GSK is granted regulatory approval and launches a medicine containing a long-acting beta, agonist (LABA) product candidate
discovered by GSK, we would be required to pay GSK milestone payments of up to an aggregate of $220.0 million under our Beyond Advair
collaboration. We may also need to raise additional funds if we choose to expand more rapidly than we presently anticipate. We may seek to
sell additional equity or debt securities, or both, or incur other indebtedness. The sale of additional equity or debt securities, if convertible, could
result in the issuance of additional shares of our capital stock and could result in dilution to our stockholders. The incurrence of indebtedness
would result in increased fixed payment obligations and could also result in certain restrictive covenants, such as limitations on our ability to
incur additional debt, limitations on our ability to acquire or license intellectual property rights and other operating restrictions that could
adversely impact our ability to conduct our business. In addition, our ability to raise debt and equity financing is constrained by our alliance
with GSK and we cannot guarantee that future financing will be available in sufficient amounts or on terms acceptable to us, if at all. If we are
unable to raise additional capital in sufficient amounts or on terms acceptable to us, we will be prevented from pursuing research and
development efforts. This could harm our business, prospects and financial condition and cause the price of our common stock to fall.

If GSK does not satisfy its obligations under our agreements with them, we will be unable to develop our partnered product candidates
as planned.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permité to dire
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We entered into our Beyond Advair collaboration agreement with GSK in November 2002 and a strategic alliance agreement with GSK in
March 2004. In connection with the these agreements, we have granted to GSK certain rights regarding the use of our patents and technology
with respect to compounds in our development programs, including development and marketing rights. In connection with our strategic alliance
agreement, upon exercise of its rights with respect to a particular development program, GSK will have full responsibility for development and
commercialization of any product candidates in that program. Any future milestone payments or royalties to us from these programs will
depend on the extent to which GSK advances the product candidate through development and commercial launch.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitted to dire
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We cannot assure you that GSK will fulfill its obligations under these agreements. If GSK fails to fulfill its obligations under these agreements,
we may be unable to assume the development of the product candidates covered by the agreements or enter into alternative arrangements with a
third party to develop such product candidates. In addition, with the exception of product candidates in our Beyond Advair collaboration, GSK
is not restricted from developing its own product candidates that compete with those licensed from us. If GSK elected to advance its own
product candidates in preference to those licensed from us, future payments to us could be reduced and our business and financial condition
would be materially and adversely affected. Accordingly, our ability to receive any revenue from the product candidates covered by these
agreements is dependent on the efforts of GSK. We could also become involved in disputes with GSK, which could lead to delays in or
termination of our development and commercialization programs and time-consuming and expensive litigation or arbitration. If GSK terminates
or breaches its agreements with us, or otherwise fails to complete its obligations in a timely manner, the chances of successfully developing or
commercializing our product candidates would be materially and adversely affected.

In addition, while our alliance with GSK sets forth pre-agreed upfront payments, development obligations, milestone payments and royalty rates
under which GSK may obtain exclusive rights to develop and commercialize our product candidates, GSK may in the future seek to negotiate
more favorable terms on a project-by-project basis. To date, GSK has only licensed our long-acting muscarinic antagonist (LAMA) program
and our bifunctional muscarinic antagonist-beta agonist (MABA) program under the terms of the strategic alliance agreement. To date GSK has
chosen not to license our bacterial infections program and our anesthesia program. There can be no assurance that GSK will license any other
development program under the terms of the strategic alliance agreement, or at all. GSK s failure to license our development programs could
adversely affect the perceived prospects of the product candidates that are the subject of these development programs, which could negatively
affect our ability to enter into collaborations for these product candidates with third parties and the price of our common stock.

Our relationship with GSK may have a negative effect on our ability to enter into relationships with third parties.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitt& to dire
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As of December 31, 2004, GSK beneficially owned approximately 17.7% of our outstanding capital stock, and will have the right in July 2007
to acquire up to approximately 60% of our common stock through the exercise of its call right. Other than our bacterial infections program and
our anesthesia program, which GSK has not licensed under the strategic alliance, GSK has the right to license exclusive development and
commercialization rights to our product candidates arising from all of our current and future drug discovery and development programs initiated
prior to September 1, 2007. This right will extend to our programs initiated prior to September 1, 2012 if GSK owns more than 50% of our
common stock due to exercise of the call right or the put right. In brief, (i) the call right is GSK s right, in July 2007, to require us to redeem
50% of our common stock held by each stockholder at $54.25 per share, and (ii) the put right is the right of each of our stockholders in

August 2007, if GSK has not exercised its call right in July 2007, to require us to redeem up to 50% of their common stock at $19.375 per share.
Pharmaceutical companies (other than GSK) that may be interested in developing products with us are likely to be less inclined to do so because
of our relationship with GSK, or because of the perception that development programs that GSK does not license pursuant to our strategic
alliance agreement are not promising programs. In addition, because GSK may license our development programs at any time prior to
successful completion of a Phase 2 proof-of-concept study, we may be unable to collaborate with other partners with respect to these programs
until we have expended substantial resources to advance them through clinical studies. Given the restrictions on our ability to raise capital
provided for in our agreements with GSK, we may not have sufficient funds to pursue such projects in the event GSK does not license at an
early stage. If our ability to work with present or future strategic partners, collaborators or consultants is adversely affected as a result of our
strategic alliance with GSK, our business prospects may be limited and our financial condition may be adversely affected.

If we are unable to enter into future collaboration arrangements or if any such collaborations with third parties are unsuccessful, our
profitability may be delayed or reduced.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permittgt to dire
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Although GSK has licensed our LAMA and our MABA program, GSK has not licensed our bacterial infections program nor our anesthesia

program, and GSK may not license any of our other programs. As a result, we may be required to enter into collaborations with other third

parties regarding our bacterial infections program, our anesthesia program, or other programs whereby we have to relinquish material rights,
including revenue from

C. Insofar as indemnification for liabilities arising under the 1933Act may be permittel to dire
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commercialization of our medicines on terms that are less attractive than our current arrangements with GSK. Furthermore, our ability to raise
additional capital to fund our drug discovery and development efforts is greatly limited as a result of our agreements with GSK. In addition, we
may not be able to control the amount of time and resources that our collaborative partners devote to our product candidates and our partners
may choose to pursue alternative products. Moreover, these collaboration arrangements are complex and time-consuming to negotiate. If we
are unable to reach agreements with third-party collaborators, we may fail to meet our business objectives and our financial condition may be
adversely affected. We face significant competition in seeking third-party collaborators and may be unable to find third parties to pursue
product collaborations on a timely basis or on acceptable terms. Our inability to successfully collaborate with third parties would increase our
development costs and could limit the likelihood of successful commercialization of our product candidates.

We rely on a number of manufacturers for our product candidates and our business will be seriously harmed if these manufacturers are
not able to satisfy our demand and alternative sources are not available.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitt&d to dire
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We do not have in-house manufacturing capabilities and depend entirely on a number of third-party compound manufacturers and active
pharmaceutical ingredient formulators. We do not have long-term agreements with any of these third parties and our agreements with these
parties are generally terminable at will by either party at any time. If, for any reason, these third parties are unable or unwilling to perform, we
may not be able to locate alternative manufacturers or formulators or enter into favorable agreements with them. Any inability to acquire
sufficient quantities of our compounds in a timely manner from these third parties could delay clinical studies and prevent us from developing
our product candidates in a cost-effective manner or on a timely basis. In addition, manufacturers of our compounds are subject to the FDA s
current Good Manufacturing Practices regulations and similar foreign standards and we do not have control over compliance with these
regulations by our manufacturers.

Our manufacturing strategy presents the following additional risks:

because of the complex nature of our compounds, our manufacturers may not be able to successfully manufacture our
compounds in a cost effective or timely manner;

some of the manufacturing processes for our compounds have not been tested in quantities needed for continued
clinical studies or commercial sales, and delays in scale-up to commercial quantities could delay clinical studies,
regulatory submissions and commercialization of our compounds; and

because some of the third-party manufacturers and formulators are located outside of the U.S., there may be
difficulties in importing our compounds or their components into the U.S. as a result of, among other things, FDA
import inspections, incomplete or inaccurate import documentation or defective packaging.

We presently do not have sufficient quantities to complete all clinical studies of telavancin, our lead product candidate in our bacterial infections
program. We have successfully produced multiple lots of clinical supplies at a new manufacturer. If this new manufacturer fails to continue to
produce telavancin at acceptable quantity and quality levels, our clinical studies and any commercialization of telavancin may be delayed. For
our other development compounds in clinical development, TD-6301 and TD-2749 we are using a single source for the drug substance and drug
product. We believe we currently have adequate supplies of these compounds for development, but if either of these suppliers fails to continue
to produce TD-6301 or TD-2749 at acceptable quantity or quality levels, our clinical studies could be delayed.

If we lose our relationships with contract research organizations, our drug development efforts could be delayed.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permitt& to dire
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We are substantially dependent on third-party vendors and clinical research organizations for preclinical and clinical studies related to our drug
discovery and development efforts. If we lose our relationship with any one or more of these providers, we could experience a significant delay
in both identifying another comparable provider and then contracting for its services. We may be unable to retain an alternative provider on
reasonable terms, if at all. Even if we locate an alternative provider, it is likely that this provider will need additional time to respond to our
needs and may not provide the same type or level of service as the original provider. In addition, any clinical

C. Insofar as indemnification for liabilities arising under the 1933Act may be permit&d to dire
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research organization that we retain will be subject to the FDA s regulatory requirements and similar foreign standards and we do not have
control over compliance with these regulations by these providers. Consequently, if these practices and standards are not adhered to by these
providers, the development and commercialization of our product candidates could be delayed, which could severely harm our business and
financial condition.

We face substantial competition from companies with more resources and experience than we have, which may result in others
discovering, developing or commercializing products before or more successfully than we do.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permit&i to dire
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Our ability to succeed in the future depends on our ability to demonstrate and maintain a competitive advantage with respect to our approach to
the discovery and development of medicines. Our objective is to discover, develop and commercialize new medicines with superior efficacy,
convenience, tolerability and/or safety. Because our strategy is to develop new product candidates for biological targets that have been validated
by existing medicines or potential medicines in late stage clinical studies, to the extent that we are able to develop medicines, they are likely to
compete with existing drugs that have long histories of effective and safe use. We expect that any medicines that we commercialize with our
collaborative partners or on our own will compete with existing or future market-leading medicines.

Many of our potential competitors have substantially greater financial, technical and personnel resources than we have. In addition, many of
these competitors have significantly greater commercial infrastructures than we have. Our ability to compete successfully will depend largely on
our ability to leverage our experience in drug discovery and development to:

discover and develop medicines that are superior to other products in the market;

attract qualified scientific, product development and commercial personnel;

obtain patent and/or other proprietary protection for our medicines and technologies;

obtain required regulatory approvals; and

successfully collaborate with pharmaceutical companies in the discovery, development and commercialization of new
medicines.

Established pharmaceutical companies may invest heavily to quickly discover and develop novel compounds that could make our product
candidates obsolete. Accordingly, our competitors may succeed in obtaining patent protection, receiving FDA approval or discovering,
developing and commercializing medicines before we do. We are also aware of other companies that may currently be engaged in the discovery
of medicines that will compete with the product candidates that we are developing. In addition, in the markets that we are targeting, we expect
to compete against current or future market-leading medicines.

Any new medicine that competes with a generic market leading medicine must demonstrate compelling advantages in efficacy, convenience,
tolerability and/or safety in order to overcome severe price competition and be commercially successful. If we are not able to compete
effectively against our current and future competitors, our business will not grow and our financial condition and operations will suffer.

As the principles of multivalency become more widely known, we expect to face increasing competition from companies and other
organizations that pursue the same or similar approaches. Novel therapies, such as gene therapy or effective vaccines for infectious diseases,
may emerge that will make both conventional and multivalent medicine discovery efforts obsolete or less competitive.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permiti4 to dire
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We have no experience selling or distributing products and no internal capability to do so.

C. Insofar as indemnification for liabilities arising under the 1933Act may be permit&é&l to dire
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Generally, our strategy is to engage pharmaceutical or other healthcare companies with an existing sales and marketing organization and
distribution system to sell, market and distribute our products. We may not be able to establish these sales and distribution relationships on
acceptable terms, or at all. If we receive regulatory approval to commence commercial sales of any of our product candidates, other than those
subject to our current or future agreements with GSK or pursuant to other strategic partnerships that we may enter into, we will have to establish
a sales and marketing organization with appropriate technical expertise and supporting distribution capability. At present, we have no sales
personnel and a very limited number of marketing personnel. Factors that may inhibit our efforts to commercialize our products without
strategic partners or licensees include:

our inability to recruit and retain adequate numbers of effective sales and marketing personnel;

the inability of sales pe