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Vicuron Pharmaceuticals Inc.

455 South Gulph Road, Suite 305

King of Prussia, Pennsylvania 19406

United States of America

www.vicuron.com

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

To the Stockholders of Vicuron Pharmaceuticals Inc.:

Notice is hereby given that the Annual Meeting of Stockholders of Vicuron Pharmaceuticals Inc., a Delaware corporation, will be held in the
United States on Thursday, October 28, 2004 at 10:00 a.m. local time at The Villanova Conference Center at 601 County Line Road, Radnor,
Pennsylvania 19087 for the purposes of considering and acting upon the following matters:

1. the election of two directors to the board of directors to hold office until the 2007 annual meeting of stockholders or until their
successors are duly elected and qualified;

2. a proposal to ratify the audit committee�s selection of PricewaterhouseCoopers LLP as independent auditors for the fiscal year ending
December 31, 2004; and

3. the transaction of such other business as may properly come before the meeting or any adjournments or postponements that may take
place.

The foregoing items of business are more fully described in the proxy statement accompanying this Notice. Our board of directors
recommends that you vote in favor of the nominees and for the additional proposal described in the accompanying proxy statement.

Only stockholders who owned stock at the close of business on September 8, 2004 can vote at this meeting or any adjournments or
postponements that may take place.

By Order of the Board of Directors,

George F. Horner III
President and Chief Executive Officer

King of Prussia, Pennsylvania
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September 23, 2004

Whether or not you plan to attend the meeting, please complete, date, sign and return the enclosed proxy card as promptly as possible in
order to ensure that your vote is counted at the meeting. If you are one of our stockholders in Italy, please remember to request a
Certification of Participation in the Central Depository System from your broker and include it in the same envelope or telecopy it
together with your Italian proxy card (see page 1 for more information on Italian voting procedures).
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PROXY STATEMENT

This proxy statement dated September 23, 2004, is furnished in connection with the solicitation of proxies by the board of directors of our
company, Vicuron Pharmaceuticals Inc., for use at our 2004 annual meeting of stockholders, which will be held in the United States on
Thursday, October 28, 2004. This proxy statement will be first mailed to stockholders on or about September 24, 2004.
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All references to �dollars� or �$� in this proxy statement are references to United States dollars and all references to �euros� or ��� are references to
European Union, or EU, euros. On March 5, 2004, the median 4 p.m. Greenwich Mean Time spot rate for the euro expressed in dollars per euro
was $1.24 to �1.00.
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PROXY SOLICITATION AND VOTING

General

The enclosed proxy is solicited on behalf of the board of directors of Vicuron Pharmaceuticals Inc., a Delaware corporation, for use at the annual
meeting of stockholders to be held on Thursday, October 28, 2004 at 10:00 a.m. local time or at any adjournment or postponement thereof, for
the purposes set forth in this proxy statement and in the accompanying Notice of Annual Meeting. The annual meeting will be held at The
Villanova Conference Center at 601 County Line Road, Radnor, Pennsylvania 19087.

Important Information for our Stockholders in Italy about Voting Procedures

When we merged with Biosearch Italia S.p.A., the shareholders of Biosearch Italia received shares of our common stock in exchange for
Biosearch Italia ordinary shares. All of our shares were delivered to our Italian stockholders through the facilities of the Italian clearing agency,
called Monte Titoli, and from that point, through the banks and brokers participating in the Monte Titoli system. At the time of the merger with
Biosearch Italia, we were known as Versicor Inc. If you are a pre-merger Biosearch Italia shareholder or if you acquired our stock on the Nuovo
Mercato, you continue to hold shares of our common stock indirectly through Monte Titoli (unless you or your broker has taken action to
remove your shares from the Monte Titoli system). We refer to persons holding our stock through Monte Titoli as our stockholders in Italy.
Monte Titoli, in turn, holds these shares of our common stock through the U.S. clearing agency, called the Depository Trust Company, or DTC.
Pursuant to U.S. law, DTC will transfer its voting power over the shares in Monte Titoli�s account to Monte Titoli. Monte Titoli has agreed with
us that it will re-transfer its voting power over such shares to the persons holding Certifications of Participation in the Italian Central Depository
System issued pursuant to Italian law (Article 85(4) of Legislative Decree no. 58/1998 and Article 34 of CONSOB Regulation 11768/1998).

All of our Italian stockholders are cordially invited to attend our annual meeting in the United States. If you hold our stock in Italy through
Monte Titoli, your broker is required by Italian law to provide you with a Certification of Participation in the Italian Central Depository System,
which we refer to as your �Certification.� If you wish to attend our annual meeting and vote in person, please present your Certification at the
door. Alternately, if you would like to vote by mail, you must obtain an Italian proxy card. If you did not receive an Italian proxy card with this
proxy statement, you may print one from our Internet site at www.shareholder.com/vicuron/2004annualstockholdersmeeting.cfm. Please mark
your votes on the Italian proxy card and return it and your Certification by mail to the address shown on the card by the deadline shown on the
card. Your name, as you write it on your Italian proxy card must exactly match your name, as printed on your Certification. Italian privacy law
prevents us from learning in advance the names of the persons holding Certifications. Thus, you must include your Certification (or a complete
copy) in the same envelope as your Italian proxy card in order for your vote to be counted (that is, in order to prove to our inspector of election
that you have the right to vote). Holders of Certifications may also name a substitute proxy by any other means permitted by Delaware law and
our bylaws. If you use an alternate means, the person you name as your proxy must provide your Certification, or a complete copy thereof,
together with your written authorization naming such person as your proxy, to our inspector of election in order to verify the authenticity of your
proxy designation.

We strongly encourage our Italian stockholders to obtain a Certification and submit it, together with an Italian proxy card, by mail to
the address shown on the Italian proxy card. A substantial percentage of our shares are held by persons in Italy. If our Italian stockholders do
not take the time to vote, we might not obtain a quorum, in which case we would be unable to conduct any business at the annual meeting. Your
vote is important. Please obtain a Certification and vote today.

Solicitation
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We will bear the entire cost of our solicitation of proxies, including the preparation, assembly, printing and mailing to you of this proxy
statement, the proxy cards and any additional information furnished to stockholders.

1
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Copies of solicitation materials will be furnished to banks, brokerage houses, fiduciaries and custodians that hold in their names shares of our
common stock beneficially owned by others to forward to such beneficial owners. At our election, we may reimburse persons representing
beneficial owners of our common stock for their costs of forwarding solicitation materials to such beneficial owners. Original solicitation of
proxies by mail may be supplemented by telephone or personal solicitation by our directors, officers or other regular employees or, at our
request, a professional proxy solicitor. No additional compensation will be paid to our directors, officers or other regular employees for such
services, but the professional proxy solicitor will be paid its customary fee if it renders solicitation services. No director intends to oppose any
action for which approval is being solicited.

Record Date, Voting Rights and Shares Outstanding

Holders of record of our common stock at the close of business on September 8, 2004 will be entitled to notice of and to vote at the annual
meeting. Each holder of record of our common stock on the record date will be entitled to one vote per share on each matter to be voted upon at
the annual meeting. The election of each director is considered to be a separate matter.

All votes will be tabulated by the inspector of election appointed for the meeting. The inspector of election will separately tabulate affirmative
and negative votes, abstentions and broker non-votes.

Abstentions

When an eligible voter attends the meeting but decides not to vote, the eligible voter�s decision not to vote is called an abstention. Properly
executed proxy cards that are marked �abstain� or �withhold authority� on any proposal will be treated as abstentions for that proposal. We will treat
abstentions as follows:

� abstention shares are present and entitled to vote for purposes of determining the presence of a quorum, as discussed in more detail
below;

� abstentions will be treated as not voting for purposes of determining the approval of any matter submitted to the stockholders for a
vote requiring a plurality, a majority or some other percentage of the votes actually cast; and

� abstentions will have the same effect as votes against a proposal if the vote required is a majority or some other percentage of the
voting power present for that proposal or of the votes entitled to be cast on that proposal.

Broker Non-Votes

Many of our investors do not hold our common stock directly, but instead hold our common stock in �street name� through their brokers. U.S.
brokers holding our common stock for their clients generally do not have authority to vote those shares of our common stock on extraordinary
proposals unless the broker�s client provides specific voting instructions to the broker. When no instructions are received, U.S. brokers are
generally required to return the proxy card (or a substitute thereof) marked with an indication that the broker lacks voting power over that
particular extraordinary proposal. This type of response is known as a �broker non-vote.� Shares which are the subject of broker non-votes as to
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any proposal will be treated as shares that are not entitled to be voted as to that proposal and, accordingly, those shares will not be counted as
voting power present for that proposal (even though the same shares may be considered present for quorum purposes and may be entitled to vote
on other matters). Thus, broker non-votes will have the effect of reducing the number of affirmative votes that must be cast in order to approve
any proposal the passage of which requires the affirmative vote of a majority (or some other percentage) of the voting power present for that
proposal or of the votes entitled to be cast on that proposal.

Quorum

A quorum must be initially present at the annual meeting before any proposal may be voted upon. The holders of a majority of the stock of the
corporation having voting power must be present in person or represented by proxy to constitute a quorum at the annual meeting.

2
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At the close of business on the record date, September 8, 2004, 55,029,279 shares of our common stock were outstanding, all of which are
entitled, under our charter and bylaws, to be voted at the annual meeting. Accordingly, the holders of 27,514,640 shares must be present, either
in person or represented by proxy, at the annual meeting to constitute a quorum. Once a quorum is established at the annual meeting, it generally
will not be defeated by the departure of eligible voters.

For the purposes of determining a quorum, abstentions will count as shares present at the annual meeting and, thus, will count toward the
presence of a quorum. Broker non-votes will also count as shares present at the annual meeting (and, thus, will count toward the presence of a
quorum), so long as the broker�s proxy card grants some voting power to the designated proxy.

Vote Required for Each Proposal

For Proposal 1, the election of directors, if a quorum is initially present at the annual meeting, the two candidates who receive a plurality of the
votes (that is, the two candidates who receive the most votes) at the annual meeting, will be elected to the board of directors. Abstentions and
broker non-votes will be treated as not voting on Proposal 1.

For Proposal 2, ratification of the appointment of our independent auditors, a majority of the shares with voting power present must be voted in
favor of ratification for this proposal to pass. Abstentions on Proposal 2 will be treated as shares with voting power present but not voted, which
will have the effect of a vote against ratification. Any broker non-votes on Proposal 2 will be treated as shares with voting power that are not
present for that proposal. Thus, broker non-votes on Proposal 2 will count neither for nor against the proposal, but will have the effect of
reducing the total number of affirmative votes required for passage of the proposal.

If other matters are properly brought before the annual meeting, our bylaws provide that the holders of a majority of the stock present and
entitled to vote shall have the power to act, unless the matter is one as to which a different vote is specified by our certificate of incorporation,
our bylaws, or applicable law or regulation (other than Section 216 of the Delaware General Corporation Law), in which case the different vote
specified by that provision, law or regulation will apply.

Revocability of Proxies

Stockholders of Record

If you are listed as a stockholder in our official records (which are maintained by our transfer agent), you are a stockholder of record. For
example, if you hold a certificate for our stock issued in your name, you are a stockholder of record. Any stockholder of record giving a proxy
pursuant to this solicitation has the power to revoke it at any time before it is voted. It may be revoked by:

� filing a written notice of revocation or filing a duly executed proxy bearing a later date with the Secretary of Vicuron Pharmaceuticals
at our principal executive offices at 455 South Gulph Road, Suite 305, King of Prussia, Pennsylvania 19406, United States of
America; or
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� attending the annual meeting and voting differently in person; however, attendance at the annual meeting will not, by itself, revoke a
proxy.

Holders in Street Name

If you hold a beneficial interest in shares of our common stock through a broker, bank or other nominee, you are called a holder in �street name.�
If you hold in street name, you must contact the broker, bank or other nominee through which you hold a beneficial interest in shares of our
common stock in order to determine how to revoke any proxies the record holder submitted on your behalf.

3
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Stockholders in Italy

If you received shares of our common stock in exchange for Biosearch Italia ordinary shares in connection with the merger, or if you purchased
our shares on the Nuovo Mercato, you hold our common stock through the Italian central clearing agency, Monte Titoli (unless you took action
to remove your shares from the Monte Titoli system). Monte Titoli has agreed to transfer its voting power to those persons who hold
Certifications of Participation in the Italian Central Depository System. Persons holding shares through Monte Titoli must submit to us a
Certification of Participation in the Italian Central Depository System (or a complete copy thereof), together with their Italian proxy card in
order to vote. You can obtain such a Certification from your broker. After you have submitted an Italian proxy card to us, you may revoke it by:

� submitting to us (a) another copy of your Certification of Participation in the Italian Central Depository System and (b) either another
duly executed Italian proxy card or a written notice of revocation, in each case bearing a later date than the original Italian proxy card;
or

� attending the annual meeting and voting in person. Attendance at the annual meeting will not, by itself, revoke a proxy. In order to be
admitted to the annual meeting and to vote, you must present your Certification of Participation in the Italian Central Depository
System (or a complete copy thereof).

Confidentiality of Proxies

Proxy cards, ballots and voting tabulations identifying individual stockholders that are mailed or returned directly to us or to our inspector of
election, American Stock Transfer & Trust Company, will be handled in a manner that protects your voting privacy. Your individual vote will
not be disclosed except:

� to our inspector of election, American Stock Transfer & Trust Company, so as to permit it to tabulate and certify the vote;

� as required by law; and

� in limited circumstances such as a proxy contest in opposition to our board of directors.

Additionally, any comments written on the proxy card or the Italian proxy card or elsewhere in a proxy submission returned to our inspector of
election will be forwarded to our management, but your identity will be kept confidential unless you ask that your name be disclosed.

Voting Agreements

At the time of our merger with Biosearch Italia, we entered into an agreement with Monte Titoli, S.p.A., the Italian central clearing agency, in
order to ensure that persons receiving beneficial interests in shares of our common stock as a result of the merger would be able to vote those
shares. Monte Titoli agreed that each time it is designated as proxy by the U.S. clearing agency, The Depository Trust Company, or DTC, Monte
Titoli will execute a further omnibus proxy transferring its voting power to the persons who hold Certifications of Participation in the Italian
Central Depository System, issued pursuant to Italian law (Article 85(4) of Legislative Decree no. 58/1998 and Article 34 of CONSOB

Edgar Filing: VICURON PHARMACEUTICALS INC - Form DEF 14A

Table of Contents 13



Regulation 11768/1998).
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PROPOSAL 1: ELECTION OF DIRECTORS

Our certificate of incorporation requires that our board of directors be divided into three classes, with staggered three-year terms. Currently, our
board of directors consists of seven directors with two directors in class I, two directors in class II and three directors in class III. The terms of
the two class I directors expire this year. The class I directors are Christopher T. Walsh, Ph.D. and Cheryl A. Wenzinger, CPA. Our nominating
committee recommended the re-election of Dr. Walsh and Ms. Wenzinger to our board of directors. Dr. Walsh and Ms. Wenzinger have been
nominated by our board of directors to stand for re-election. Each newly elected director will serve a three-year term or until his successor is
elected and qualified.

You have three choices regarding the election of directors at the upcoming annual meeting. You may:

� vote for all of the director nominees;

� withhold authority to vote for all of the director nominees; or

� vote for one or more of the director nominees and withhold authority to vote for one or more of the other director nominees.

Directors are elected by a plurality of the votes cast. Shares represented by executed proxies will be voted, if authority to do so is not withheld,
FOR the election of the two nominees named in this proxy statement. In the event that any nominee should be unavailable for election as a result
of an unexpected occurrence, such proxies will be voted FOR the election of the substitute nominee who is designated by the board of directors
in accordance with the procedures set forth in our bylaws. Each person nominated for election has agreed to serve if elected and our management
has no reason to believe that any nominee will be unable to serve.

This Year�s Nominees

Set forth below is biographical information for this year�s two nominees to our board of directors:

Christopher T. Walsh, Ph.D. Dr. Walsh has served as a member of our board of directors since 1998. He currently serves on our audit
committee, compensation committee and nominating committee. Since 1991, he has served as the Hamilton Kuhn professor of biological
chemistry and molecular pharmacology at the Harvard Medical School. He was the president of the Dana-Farber Cancer Institute from 1992 to
1995. From 1987 to 1995, he served as the chairman of the Department of Biological Chemistry and Molecular Pharmacology at the Harvard
Medical School. Dr. Walsh is a member of the scientific advisory boards of KOSAN Biosciences and Millennium Pharmaceuticals. He is a
member of the board of directors of Transform Pharmaceuticals, KOSAN Biosciences, Critical Therapeutics and Microbia. He has also held
various positions at Massachusetts Institute of Technology, including as chairman of the Chemistry Department and has served on the editorial
boards of various scientific publications. Mr. Walsh holds a Ph.D. degree from The Rockefeller University and an A.B. degree from Harvard
University.

Cheryl A. Wenzinger, CPA. Ms. Wenzinger has served as a member of our board of directors since September 16, 2004 and currently serves as
chair of our audit committee. Since February 2004, Ms. Wenzinger has served as a member of the board of directors and a member of the audit
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committee of Diversa Corporation, a biomedical company. Ms. Wenzinger currently serves on the Board of Trustees for Delta Dental Plan of
Colorado, where she chairs the audit committee and serves on the strategy and business ethics and corporate compliance committee. While an
audit partner at Deloitte & Touche from 1984 to 2000, Ms. Wenzinger served many private and public companies with a focus on health care
providers and insurers, manufacturing and agribusiness. She was the 1999-2000 president of the Colorado Society of CPAs and served as a
member of the Council of American Institute of CPAs from 1998 through 2002. She received a B.S. degree in Accounting from the University
of Northern Colorado and is a Certified Public Accountant.

Recommendation of our Board of Directors on Proposal 1

Our board of directors recommends that stockholders vote FOR the election of Dr. Walsh and Ms. Wenzinger to serve as members of our board
of directors.

5

Edgar Filing: VICURON PHARMACEUTICALS INC - Form DEF 14A

Table of Contents 16



Table of Contents

DIRECTORS AND OFFICERS

Board of Directors

Our seven current directors are as follows:

Name Age
Officer

Position*
Board

Position
Term

Expires

James H. Cavanaugh, Ph.D.  67 Chairman (1)(2)(3) 2005
George F. Horner III 60 CEO Director 2005
Costantino Ambrosio 61 CMfgO Director 2006
Christopher T. Walsh, Ph.D.  60 Director (1)(2)(3) 2004
David V. Milligan, Ph.D.  63 Director 2006
Cheryl A. Wenzinger, CPA 55 Director (1) 2004
Alan W. Dunton, M.D.  50 Director (3) 2006

* See table on page 9 for full titles.

(1) Member of the audit committee

(2) Member of the compensation committee

(3) Member of the nominating committee

During fiscal year 2003, three members of our board of directors resigned. Claudio Quarta, Ph.D. resigned from our board of directors on March
19, 2004. Francesco Parenti, Ph.D. and Ubaldo Livolsi, Ph.D. both resigned from our board of directors on July 1, 2004. None of these
resignations were related to any disagreements with us. Cheryl A. Wenzinger, CPA and Alan W. Dunton, M.D. were appointed to fill vacancies
on our board of directors on September 16, 2004 and September 20, 2004, respectively. Our board of directors has determined that the following
current directors are �independent� under the rules of the Nasdaq National Market: Dr. Cavanaugh; Dr. Walsh; Ms. Wenzinger; and Dr. Dunton.
There are no family relationships among any of our directors, director nominees or executive officers.

Board Committees and Meetings

During the fiscal year ended December 31, 2003, our board of directors held five regularly scheduled meetings and acted by unanimous written
consent on four occasions. During fiscal year 2003, each member of our board of directors attended or participated in at least 75% of the total
number of meetings of the board of directors (held during the period for which he was a director) and the meetings held by all committees of the
board on which he served (during the periods that he served).
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Our board of directors has an audit committee, a compensation committee and a nominating committee.

Audit Committee

Our audit committee meets with our independent auditors at least quarterly to review the results of the annual audit and discuss our annual and
quarterly consolidated financial statements. The audit committee receives and considers the independent auditors� comments as to financial
controls, provides oversight related to our financial reporting practices and the quality and integrity of our financial reports, and recommends to
our board of directors the independent auditors to be retained. Our audit committee is composed of three non-employee directors: Cheryl A.
Wenzinger, CPA; James H. Cavanaugh, Ph.D.; and Christopher T. Walsh, Ph.D. Ubaldo Livolsi, Ph.D., a former director, served as chairman of
our audit committee until his resignation from our board of directors and its committees on July 1, 2004. Ms. Wenzinger joined our audit
committee on September 16, 2004 and is currently the chair of our audit committee. During 2003, our audit committee met five times and acted
by unanimous written consent on one occasion.

Our audit committee operates under a written charter adopted by our board of directors that is reviewed at least annually. A copy of the amended
and restated charter is included as Exhibit A to this proxy statement.

6
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Each member of our audit committee is an independent director as independence is currently defined by Rule 4200(a) of the rules of the Nasdaq
National Market. Each member of our audit committee meets the criteria for independence set forth in Rule 10A-3(b)(1) under the Exchange Act
of 1934, as amended. None of the members of our audit committee has participated in the preparation of our financial statements or those of any
of our subsidiaries during the past three years, and all are able to read and understand fundamental financial statements. Ms. Wenzinger is
financially sophisticated under Rule 4350(d)(2) of the rules of the Nasdaq National Market.

The immediately preceding paragraph is not proxy soliciting material and should not be deemed to be incorporated by reference into any of our
other filings with the Securities and Exchange Commission, notwithstanding any general statement purporting to incorporate information from
this proxy statement into another filing, unless such general statement makes specific reference to the paragraph regarding audit committee
independence.

Compensation Committee

Our compensation committee has been delegated authority by our board of directors to administer all of our equity incentive plans and to
determine compensation for employees at the vice president level or below. For our more senior officers, the compensation committee makes
salary and bonus recommendations to our board of directors. Our compensation committee currently consists of: James H. Cavanaugh, Ph.D.
and Christopher T. Walsh, Ph.D. Ubaldo Livolsi, Ph.D., a former director, served as a member of our compensation committee until his
resignation from our board of directors on July 1, 2004. David V. Milligan, Ph.D. served as a member of our compensation committee through
September 23, 2004. Dr. Walsh joined our compensation committee on September 23, 2004. Our compensation committee met once during
2003.

Nominating Committee

In connection with our February 28, 2003 merger with Biosearch Italia, our board of directors established a nominating committee to nominate
individuals for election to the board of directors. Nominations to our board of directors will be determined according to the procedures set forth
in our bylaws and as set forth below. Our nominating committee currently consists of: James H. Cavanaugh, Ph.D.; Christopher T. Walsh, Ph.D.;
and Alan W. Dunton, M.D., each of whom our board of directors has determined is an independent director under the rules of the Nasdaq
National Market. Our former directors, Claudio Quarta, Ph.D. and Francesco Parenti, Ph.D. served as members of our nominating committee
through March 19, 2004 and July 1, 2004, respectively. Dr. Dunton joined our nominating committee on September 23, 2004. Our nominating
committee did not meet during 2003. The nominating committee operates under a written charter adopted by our board of directors. A copy of
the amended and restated charter is included as Exhibit B to this proxy statement. The nominating committee and our board of directors will
consider nominees recommended by our stockholders.

Director Nomination

Criteria for Board Membership

In selecting candidates for appointment or re-election to our board of directors, our nominating committee considers the appropriate balance of
experience, skills and characteristics required of our board of directors, and seeks to insure that at least a majority of our directors are
independent under the rules of the Nasdaq National Market, that members of our audit committee meet the financial literacy and sophistication
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requirements under the rules of the Nasdaq National Market and that at least one of them qualifies as an �audit committee financial expert� under
the rules of the Securities and Exchange Commission. Nominees for director are selected on the basis of their depth and breadth of experience,
integrity, leadership, ability to make sound business judgments, ability to read and understand basic financial statements, understanding of our
business environment, and willingness to devote adequate time to board duties. Other factors considered in evaluating nominees for director
include whether the nominee will complement our board�s existing strengths, with particular emphasis placed on skills relating to our expected
activities.
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Stockholder Nominees

Our nominating committee will consider written proposals from stockholders for nominees for director. Any such nominations should be
submitted to the chairman of our nominating committee, James H. Cavanaugh, Ph.D., c/o Dov A. Goldstein at the address of our principal
executive offices and should include the following information: (a) the name, address and phone number of the stockholder making the
nomination and a statement of the number of shares of our common stock beneficially owned by the stockholder making the nomination during
the year preceding the date of nomination; (b) the nominee�s name, address and phone number; and (c) a statement of the nominee�s qualifications
for board membership, and should be submitted in the time frame described in our bylaws and under the caption �Stockholder Proposals� below.

Process for Identifying and Evaluating Nominees

Our nominating committee believes we are well served by our current directors. Our nominating committee will consider the re-nomination of
incumbent directors who are willing to continue as directors based on their continuing qualification under the criteria for board membership. In
addition, our nominating committee will assess each incumbent director�s performance during his or her term, the number of meetings attended,
his or her level of participation and overall contribution, the number of other company boards on which the individual serves, the individual�s
effect on the composition of our board of directors, and any changed circumstances affecting the individual director which may bear on his or
her ability to continue to serve on our board of directors. Although re-nomination of incumbent directors is not automatic, incumbent directors
may have an advantage if they have demonstrated during their term a keen understanding of our business and an ability to function well with our
board of directors and management. Potential nominees may also come to our nominating committee�s attention from the following sources,
among others: third-party search firms; stockholder suggestions; and our management. After reviewing appropriate biographical information and
qualifications of all candidates, the best qualified first-time candidates will be interviewed by at least one member of our nominating committee
and by our chief executive officer. Our nominating committee will then select the potential candidates to be recommended to our board of
directors for nomination at the annual meeting. Our board of directors is expected, but not required, to select its official nominees only from
candidates recommended by our nominating committee. The rules of the Nasdaq National Market require our board�s ultimate nominees to be
selected either from our nominating committee�s list or by a majority of the independent directors.

Board Nominees for the 2004 Annual Meeting

One of the nominees listed in this proxy statement, Christopher T. Walsh, Ph.D., is a current director standing for re-election. One of the
nominees for this 2004 annual meeting, Cheryl A. Wenzinger, CPA, was elected by our board of directors in September 16, 2004. Prior to their
election to our board of directors, a third-party search firm that was paid for its services was hired to assist the nominating committee in
identifying potential candidates. However, Ms. Wenzinger was referred to our nominating committee by a member of our board of directors.

Compensation of Directors

We reimburse all of our directors for expenses incurred in connection with attending board and committee meetings. Currently directors who
also serve as officers of our company do not receive any additional compensation for their service on our board of directors. The compensation
we pay to the officers on our board of directors is presented in the �Summary Compensation Table� below.

2003 Compensation to Non-Employee Directors
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� $50,000 per year to Christopher T. Walsh, Ph.D. for his service on our board and committees;
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� $100,000 per year to David V. Milligan, Ph.D. for his service on our board and committees; and

� upon our merger with Biosearch Italia, Ubaldo Livolsi, Ph.D.�s outstanding option to purchase 10,000 ordinary shares of Biosearch
Italia was cancelled and on March 1, 2003, we issued to him a replacement option under our 2002 Stock Option Plan to purchase
17,700 shares of our common stock (based on the merger exchange ratio of 1.77 Vicuron common stock per Biosearch Italia ordinary
share) at $10.62 per share (based on the average closing price of our stock during the one-month period immediately preceding the
merger closing); 25% of this option vests on the first anniversary of the date of grant and the balance of 75% vests in 36 equal monthly
installments thereafter; the option expires 10 years after the date of grant.

2004 Compensation to Non-Employee Directors

In 2004, we have made or expect to make the following payments and stock option awards to our non-employee directors:

� $60,000 to Ubaldo Livolsi, Ph.D. for his service on our board and committees;

� $50,000 per year to Christopher T. Walsh, Ph.D. for his service on our board and committees;

� $100,000 per year to David V. Milligan, Ph.D. for his service on our board and committees;

� $50,000 per year to Cheryl A. Wenzinger, CPA for her service on our board and committees; and

� $35,000 per year to Alan W. Dunton, M.D. for his service on our board and committees.

Our board of directors continues to have discretion to grant options to non-employee directors under the 1997 Equity Incentive Plan and our
2001 Stock Option Plan. We anticipate that we will grant options from time to time under these plans to our non-employee directors, including
options to purchase 5,000 shares of our common stock per year to each of Dr. Cavanaugh, Ms. Wenzinger and Dr. Dunton. We consider Mr.
Ambrosio to be an employee director because he is employed by Biosearch Manufacturing S.r.l., our subsidiary.

Communications with Directors

Our stockholders or other interested parties may communicate with any director or committee of our board of directors by contacting Dov A.
Goldstein at Vicuron Pharmaceuticals Inc., 455 South Gulph Road, Suite 305, King of Prussia, Pennsylvania 19406. Communications directed to
the full board will be distributed to each director, communications directed to a specific director will be forwarded to that director and
communications to the �independent� or non-employee directors (or words of similar effect) shall be forwarded to the chair of our audit
committee.

We have a policy of encouraging all directors to attend our annual stockholders� meetings. Two of our directors attended the 2003 annual
meeting.
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Executive Officers of Vicuron

The names of our current executive officers are set forth in the following table. All of our officers are employed by Vicuron Pharmaceuticals
Inc. other than Mr. Ambrosio, who is employed by Biosearch Manufacturing S.r.l., our subsidiary.

Name Age Title

George F. Horner III 60 President and Chief Executive Officer
Timothy J. Henkel, M.D., Ph.D.  45 Executive Vice President and Chief Medical Officer
Costantino Ambrosio  61 Executive Vice President and Chief Manufacturing Officer
Richard J. White, Ph.D.  62 Executive Vice President and Chief Scientific Officer, Worldwide
Dov A. Goldstein, M.D.  36 Executive Vice President and Chief Financial Officer
Martin Stogniew, Ph.D.  49 Executive Vice President, Scientific Affairs

9
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Business Experience of our Directors and Executive Officers

We have set forth below a brief account of the business experience and education of our directors and executive officers (other than Dr. Walsh
and Ms. Wenzinger, whose business experience and education are described above):

James H. Cavanaugh, Ph.D. Dr. Cavanaugh is the Chairman of our board of directors and has served as a member of our board of directors
since 1999. He currently serves on our audit committee, compensation committee and nominating committee. Since 1989, he has served as
president of HealthCare Ventures based in Princeton, New Jersey. Prior to joining HealthCare Ventures, Dr. Cavanaugh was president of
SmithKline and French Laboratories U.S., the domestic pharmaceutical division of SmithKline Beecham Corporation, as well as president of
Allergan International. Dr. Cavanaugh served as staff assistant to President Nixon for health affairs and then as deputy director, Domestic
Council. Under President Ford, he was deputy assistant to the President for domestic affairs and then deputy chief of the White House staff. Dr.
Cavanaugh is trustee emeritus of the California College of Medicine. He is a non-executive chairman of the board of Diversa Corporation and
Shire Pharmaceuticals Group PLC and a non-executive director of MedImmune Corporation and Advancis Pharmaceutical Corporation. He is a
past director of the Pharmaceutical Research and Manufacturers Association. Dr. Cavanaugh holds a Ph.D. degree in health economics from the
University of Iowa.

George F. Horner III. Mr. Horner has served as our president and chief executive officer and a member of our board of directors since 1996.
Prior to joining us, Mr. Horner was corporate vice president of Ligand Pharmaceuticals from 1993 to 1995. He also served in a number of
executive positions during his 17 years at Abbott Laboratories from 1976 to 1993, including president, Canada; regional director, Latin America;
general manager, Mexico; general manager, Southern Africa Region; and regional manager, Southeast Asia. From 1967 to 1976, Mr. Horner
served in a number of sales and product management positions at E.R. Squibb, Inc.

Costantino Ambrosio. Mr. Ambrosio has been our chief manufacturing officer and a member of our board of directors since March 2003. We
have also appointed Mr. Ambrosio as an executive vice president of our company. From December 1999 until our merger with Biosearch Italia,
he served as executive vice president of manufacturing for Biosearch Italia. Prior to his relationship with Biosearch Italia, Mr. Ambrosio was
employed by Dow Iberica, from 1996 to 1998, most recently as its general manufacturing manager. From 1991 to 1996 he served in the same
position for Dow Italia and from 1988 to 1991 he was responsible for bulk pharmaceutical manufacturing at Merrel Dow. From 1971 to 1988,
Mr. Ambrosio advanced through a series of manufacturing positions at Dow Chemical�s Gruppo Lepitit Brindisi. Mr. Ambrosio holds a degree in
industrial chemistry from Industrial Chemistry School in Naples and a degree in industrial sciences from Herisau University.

David V. Milligan, Ph.D. Dr. Milligan has served on our board of directors since 1997. Dr. Milligan served on our compensation committee
from February 28, 2003 until September 23, 2004. He also served as the chairman of our board of directors from early 1997 until our merger
with Biosearch Italia in early 2003. He has also been a member of our scientific advisory board since 1997. From 1979 to 1996, Dr. Milligan
served in several executive positions at Abbott Laboratories, a healthcare products company, most recently as its senior vice president and chief
scientific officer from 1994 to 1996. Dr. Milligan is vice-chairman of the board of directors of Caliper Life Sciences and serves as a member of
the boards of directors of ICOS Corporation, Galileo Pharmaceuticals, Pathway Diagnostics and Reliant Pharmaceuticals. He also serves on the
Chemistry Department Advisory Board of Princeton University, the Chemical Sciences Leadership Council of the University of Illinois and is a
vice president of Bay City Capital, a San Francisco-based merchant bank. Dr. Milligan holds M.S. and Ph.D. degrees in organic chemistry from
the University of Illinois and an A.B. degree in chemistry from Princeton University.

Alan W. Dunton, M.D. Dr. Dunton has served as a member of our board of directors since September 2004 and currently serves on our
nominating committee. Since 2003, Dr. Dunton has served as president and chief executive officer of Metaphore Pharmaceuticals, Inc., a
pharmaceutical company. In 2002, Dr. Dunton served as president, chief operating officer of Emisphere Technologies, Inc., a biopharmaceutical
company. Prior to joining
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Emisphere, Dr. Dunton was a senior executive in the Pharmaceuticals Group of Johnson & Johnson. From 1999 to 2001, Dr. Dunton was
president and managing director of The Janssen Research Foundation, a Johnson & Johnson company. From 1998 to 1999, he served as group
vice president of global clinical research and development of Janssen. Prior to joining Janssen, Dr. Dunton was vice president of global clinical
research and development at the R.W. Johnson Pharmaceutical Research Institute, also a Johnson & Johnson company. Dr. Dunton served as a
member of the board of directors of Emishpere. Dr. Dunton holds a M.D. degree from New York University School of Medicine, where he
completed his residency in internal medicine. He also was a Fellow in Clinical Pharmacology at the New York Hospital/Cornell University
Medical Center.

Timothy J. Henkel, M.D., Ph.D. Dr. Henkel has served as our chief medical officer since February 2001. Since February 2001, Dr. Henkel has
also served as one of our executive vice presidents. Prior to joining Vicuron, Dr. Henkel was vice president of worldwide anti-infective clinical
development at SmithKline Beecham where he worked from 1995 to 2000. From 1994 to 1995, Dr. Henkel was assistant professor of internal
medicine and infectious diseases at Barnes Hospital and Washington University Medical Center in St. Louis. Dr. Henkel holds a M.D. and a
Ph.D. degree from Washington University School of Medicine and a B.S. degree from Rhodes College.

Richard J. White, Ph.D. Dr. White has served as our chief scientific officer, worldwide since July, 2004. He also served as chief scientific
officer, North America from February 2003 until June, 2004. Since September 1998, Dr. White has also served as one of our executive vice
presidents. Dr. White joined Vicuron in 1997 as senior vice president of biology. Prior to joining Vicuron, Dr. White was vice president for
infectious diseases at Bristol Myers Squibb from 1985 to 1997. Dr. White has also held research management positions at Lederle Laboratories,
Glaxo Group Research in the United Kingdom, and Lepetit Research in Italy. Dr. White holds a Ph.D. degree in biochemistry from the
University of Oxford and a B.S. degree in biochemistry from the University of Manchester.

Dov A. Goldstein, M.D. Dr. Goldstein has served as our chief financial officer since July 2000 and our vice president, finance from July 2000 to
August 2003, when we appointed him as one of our executive vice presidents. Prior to joining Vicuron, Dr. Goldstein was director of venture
analysis at HealthCare Ventures from 1998 to 2000. Dr. Goldstein served as vice president, biotechnology research analysis at Brean Murray &
Co. from 1997 to 1998. He completed his internship in the Department of Medicine of Columbia-Presbyterian Hospital. Dr. Goldstein holds a
M.B.A. degree from Columbia Business School, a M.D. degree from Yale University and a B.S. degree from Stanford University.

Martin Stogniew, Ph.D. Dr. Stogniew has served as our executive vice president, scientific affairs since August 2004. Dr. Stogniew also served
as our senior vice president, non-clinical development from 2003 to 2004 and as our vice president, pre-clinical development from 2001 until
our merger with Biosearch Italia in early 2003. In 2000, he served as chief scientific officer at Next Pharmaceuticals, Inc., a nutraceutical
company. From 1997 to 2000, he served as vice president, pharmaceutical sciences at MedImmune, Inc. (formerly U.S. Bioscience), a
biotechnology company. Dr. Stogniew holds a Ph.D. and a B.S. degree from the University of Maryland.

Compensation of Executive Officers

The following table summarizes the compensation awarded or paid for the past three full fiscal years:

� by us to our chief executive officer (Mr. Horner); and

� by us to the four other most highly compensated persons who were serving as our executive officers at the end of 2003 (Drs. Henkel,
White, Goldstein and Quarta).
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Summary Compensation Table

Annual Compensation (1)
Long-Term

Compensation

Name and Principal Position Year Salary Bonus
Other Annual
Compensation

Securities
Underlying
Options (2)

All Other
Compensation

George F. Horner III

Chief Executive Officer

2003
2002
2001

$
$
$

422,308
324,443
271,249

$
$
$

142,500
100,000
52,000

�  
�  
�  

375,000
�  
�  

$ 59,629
�  
�  

(9)

Claudio Quarta, Ph.D.  

Chief Operating Officer

2003
2002
2001

$
�
�

229,603
147,409
145,000

(3) �
�
�

20,660
20,660
20,660

(3)

(5)

(4)

�  
�  
�  

700,000
�  
�  

$ 43,307
�  
�  

(9)

Timothy J. Henkel, M.D., Ph.D.  

Chief Medical Officer

2003
2002
2001

$
$
$

321,774
307,957
263,230(6)

$
$

78,625
60,000

�

�  
�  
�  

25,655
44,309

�  $

�  
�  

154,597(7)

Richard J. White, Ph.D.  

Chief Scientific Officer, Worldwide

2003
2002
2001

$
$
$

273,876
281,208
255,754

$
$
$

78,285
47,500
36,445

�  
�  
�  

93,944
187,887

�  $

�  
�  

40,000(8)

Dov A. Goldstein, M.D.  

Chief Financial Officer

2003
2002
2001

$
$
$

239,356
218,229
208,039

$
$
$

46,600
40,250
11,130

�  
�  
�  

137,678
15,356

�  

$ 45,215
�  
�  

(9)

(1) For the years 2002 and 2001, amounts denominated in U.S. dollars ($) were paid by Versicor; amounts denominated in E.U. euros (� ) were
paid by Biosearch Italia or its manufacturing subsidiary. Amounts in the �Bonus� column for any year represent bonus paid in that fiscal
year, typically as compensation for the named executive officer�s performance during the prior fiscal year. Accordingly, amounts shown for
2003 exclude bonuses paid in the first quarter of 2004 as awards for 2003 performance, which were in the following amounts: $171,500
for Mr. Horner; $81,138 for Dr. Quarta; $90,250 for Dr. Henkel; $80,750 for Dr. White; and $80,750 for Dr. Goldstein. Amounts in the
�Other Annual Compensation� column for each year exclude the value of perquisites which, in the aggregate for each officer in each year,
did not exceed the lower of $50,000 or 10% of such officer�s salary and bonus compensation for such year.

(2) Unless otherwise noted, amounts in the �Securities Underlying Options� column refer to shares of our common stock underlying options
granted under (i) the Vicuron Pharmaceuticals Inc. 1997 Equity Incentive Plan or (ii) the Vicuron Pharmaceuticals Inc. 2001 Stock Option
Plan. No grants of stock appreciation rights (�SARs�), whether freestanding or in tandem with stock options, were made during the years
presented to the named executive officers.

(3) Biosearch Italia made pro rated salary payments to Dr. Quarta in the amount of �23,059 for the period from January 1 through February 28,
2003 (based on an annual salary of �155,652). Vicuron or its Italian subsidiary made pro rated salary payments to Dr. Quarta in the amount
of $204,930 for the period from March 1 through December 31, 2003 (based on an annual salary of $350,000). Vicuron also made a bonus
payment of �20,660 to Dr. Quarta.

(4) Amounts accrued as of December 31, 2001.

(5) Amounts accrued as of December 31, 2002.
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(6) Based on an annual salary of $295,000. Dr. Henkel was hired on February 1, 2001.

(7) Dr. Henkel received a signing bonus of $154,597 on February 1, 2001.

(8) Dr. White executed in favor of us a non-interest bearing promissory note dated May 15, 1997 in consideration for a loan we made to him at
that time. The promissory note was in the original principal amount of $200,000 and was due on May 15, 2002. We forgave $146,667 of
the unpaid principal of the note in 2000 and another $40,000 in 2001.

(9) Amounts represent relocation bonuses.
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Equity Compensation Plan Information

We currently maintain five equity compensation plans: the 1997 Equity Incentive Plan (the �1997 Plan�); the 2000 Employee Stock Purchase Plan
(the �ESPP�); the 2001 Stock Option Plan (the �2001 Plan�); the 2002 Stock Option Plan (the �2002 Plan�); and the 2003 New-Hire Stock Option Plan
(the �New-Hire Plan�). Stock options remain outstanding under, but no new awards may be granted under, our 1995 Stock Option Plan. With the
exception of the 2002 Plan and the New-Hire Plan, these plans have each been approved by our stockholders.

The following table sets forth, for each of our equity compensation plans, the number of shares of our common stock subject to outstanding
options, the weighted-average exercise price of outstanding options, and the number of shares remaining available for future award grants as of
December 31, 2003.

Plan category

Number of Shares to
be Issued upon

Exercise of
Outstanding Options

Weighted-Average
Exercise Price

of
Outstanding Options

Number of
Shares Remaining

Available for Future
Issuance under Equity
Compensation Plans

(excluding Shares Reflected
in the First Column)

Equity compensation plans approved by
stockholders 8,885,610 $ 9.84 1,951,057(1)(2)

Equity compensation plans not approved
by stockholders 424,800 $ 10.62 767,700(3)

Total 9,310,410 $ 9.87 2,718,757

(1) This number of shares is presented after giving effect to the 58,534 shares purchased under the ESPP for the purchase period that ended
December 31, 2003.

(2) Of the aggregate number of shares that remained available for future issuance, 213,668 were available under the 1997 Plan, 1,041,466
were available under the ESPP, and 695,923 were available under the 2001 Plan. Subject to the applicable share limits of the relevant plan,
the shares available for award grant purposes under each of the 1997 Plan and the 2001 Plan generally may be used for any type of award
authorized under that plan including options, stock appreciation rights, restricted stock and stock bonuses.

(3) Of the aggregate number of shares that remained available for future issuance, 17,700 were available under the 2002 Plan, and 750,000
were available under the New-Hire Plan.

Equity Compensation Plans Not Approved by Stockholders

2002 Plan. Our 2002 Plan did not require approval of, and has not been approved by, our stockholders. Our board of directors adopted the 2002
Plan in July 2002 in connection with our merger with Biosearch Italia. Pursuant to the merger, we were obligated to grant stock options in
respect of Biosearch Italia options that were outstanding prior to and terminated upon the merger. These replacement options were granted under
the 2002 Plan to the maximum extent possible.
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The 2002 Plan allows our board of directors, or a committee of our board of directors, to grant stock options to employees and consultants of
Vicuron and our subsidiaries and to members of our board of directors. Our board of directors, or a committee of our board of directors,
determines the purchase price for any shares of our common stock subject to an option granted under the 2002 Plan, the vesting schedule (if any)
applicable to each grant, the term of each grant, and the other terms and conditions of each grant, in each case subject to the limitations of the
2002 Plan. Generally, options granted under the 2002 Plan may not be for a term of more than 10 years, and, subject to limited exceptions, the
exercise price of those options may not be less than the fair market value of the stock subject to the option at the time of grant.

New-Hire Plan. Our New-Hire Plan did not require approval of, and has not been approved by, our stockholders. Our board of directors adopted
the New-Hire Plan in 2003. The New-Hire Plan allows a committee of our board of directors to grant stock options to new employees of
Vicuron and our subsidiaries as an

13

Edgar Filing: VICURON PHARMACEUTICALS INC - Form DEF 14A

Table of Contents 32



Table of Contents

inducement material to such individuals entering into employment with us. The committee determines the purchase price for any shares of our
common stock subject to an option granted under the New-Hire Plan, the vesting schedule (if any) applicable to each grant, the term of each
grant, and the other terms and conditions of each grant, in each case subject to the limitations of the New-Hire Plan. Generally, options granted
under the New-Hire Plan may not be for a term of more than 10 years, and, subject to limited exceptions, the exercise price of those options may
not be less than the fair market value of the stock subject to the option at the time of grant.

Option Grants

The following table describes the stock options we granted to our named executive officers in 2003. The table also includes the potential
realizable value of these grants over the ten-year term of the options, based on assumed rates of stock appreciation of 5% and 10%, compounded
annually. These assumed rates of appreciation have been selected in accordance with the rules of the Securities and Exchange Commission and
do not represent an estimate of our future stock price. There can be no assurance that the actual stock price will appreciate over the option terms
at the assumed rates of 5% and 10% or at any other specific rate. Unless the market price of the underlying shares appreciates over the option
term, the named executive officers will not realize value from these option grants.

Vicuron Pharmaceuticals Option Grants in 2003

Individual Grants Potential Realizable Value at
Assumed Annual Rates of

Stock Price Appreciation for
Option Term (2)Number of

Securities
Underlying

Options
Granted in

2003 (1)

Percent
of Total
Vicuron
Options
Granted
in 2003

Exercise
Price

Expiration
DateName 5% 10%

George F. Horner III 375,000(3) 6.24% $ 10.85 3/5/2013 $ 2,516,667 $ 6,417,427
Claudio Quarta, Ph.D.  700,000(4) 11.65% $ 10.62 2/28/2013 $ 4,914,650 $ 12,229,162
Timothy J. Henkel, M.D., Ph.D.  25,655(5) .43% $ 12.20 5/7/2013 $ 196,838 $ 498,827
Richard J. White, Ph.D.  93,944(6) 1.56% $ 12.20 5/7/2013 $ 720,787 $ 1,826,615
Dov A. Goldstein, M.D.  137,678(7) 2.29% (7) (7) $ 1,113,565 $ 2,821,995

(1) Vicuron grants are shown in the table. No Biosearch Italia options were granted to any of the named executive officers in 2003.

(2) Calculated pursuant to the rules of the Securities and Exchange Commission on the assumption that the market price of the
underlying common stock appreciates in value from the date of grant to the end of the option term at the rates shown.

(3) On March 6, 2003, we granted Mr. Horner an option to purchase 375,000 shares of our common stock under our 2001 Stock Option Plan
at an exercise price of $10.85 per share, 25% of this option vested on March 6, 2004 and the balance of 75% vests in 36 equal monthly
installments thereafter; the option expires March 5, 2013.

(4) On March 1, 2003, we granted Dr. Quarta an option to purchase 700,000 shares of our common stock under our 2001 Stock Option Plan at
an exercise price of $10.62 per share, 25% of this option vested on March 1, 2004 and the balance of 75% vests in 36 equal monthly
installments thereafter; the option expires February 28, 2013.
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(5) On May 8, 2003, we granted Dr. Henkel an option to purchase 25,655 shares of our common stock under our 2001 Stock Option Plan at an
exercise price of $12.20 per share, 25% of this option vested on May 8, 2004 and the balance of 75% vests in 36 equal monthly
installments thereafter; the option expires May 7, 2013.
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(6) On May 8, 2003, we granted Dr. White an option to purchase 93,944 shares of our common stock under our 2001 Stock Option Plan at an
exercise price of $12.20 per share, 25% of this option vested on May 8, 2004 and the balance of 75% vests in 36 equal monthly
installments thereafter; the option expires May 7, 2013.

(7) On May 8, 2003, we granted Dr. Goldstein an option to purchase 7,678 shares of our common stock under our 2001 Stock Option Plan at
an exercise price of $12.20 per share, 25% of this option vested on May 8, 2004 and the balance of 75% vests in 36 equal monthly
installments thereafter; the option expires May 7, 2013. On August 7, 2003, we also granted Dr. Goldstein an option to purchase 130,000
shares of our common stock under our 2001 Stock Option Plan at an exercise price of $12.90 per share, 25% of this option vested on
August 7, 2004 and the balance of 75% vests in 36 equal monthly installments thereafter; the option expires August 6, 2013.

Aggregated 2003 Option Exercises and Year-End Option Values

The following table shows information for the named executive officers regarding exercises of Vicuron stock options during 2003, and the
amount and values of unexercised stock options as of December 31, 2003.

2003 Option Exercises and Year-End Option Holdings

Name

Number
of Shares
Acquired

on
Exercise

Value
Realized

(1)

Number of Securities
Underlying Options at

December 31, 2003

Value of Unexercised
In-the-Money Options at

December 31, 2003 (2)

Exercisable Unexercisable Exercisable Unexercisable

George F. Horner III �  �  738,750 375,000 $ 13,445,551 $ 2,925,000
Claudio Quarta, Ph.D.  �  �  �  700,000 $ �  $ 5,621,000
Timothy J. Henkel, M.D., Ph.D. �  �  320,307 149,657 $ 3,869,987 $ 1,455,488
Richard J. White, Ph.D.  �  �  319,887 195,717 $ 4,256,357 $ 605,939
Dov A. Goldstein, M.D.  2,100 $ 15,078 190,475 172,559 $ 2,555,277 $ 1,167,046

(1) Based on the closing price of our common stock on the date of exercise, minus the exercise price of the option.

(2) Based on the closing price of our common stock on December 31, 2003 of $18.65 per share, minus the exercise price of �in-the-money�
options.

Employment Contracts, Indemnification Agreements and Change-in-Control Arrangements

In July 2000, we entered into employment agreements with Mr. Horner and Drs. White and Goldstein. In December 2000, we entered into an
employment agreement with Dr. Henkel. The original term of each employment agreement terminates three years after its respective
commencement date. However, each employment agreement contains an automatic renewal provision in which the employment agreement
renews for three years on each anniversary of the employment agreement unless we give notice to the named executive officer at least 60 days
prior to the renewal date that the employment agreement will not be extended. The employment agreements provide for participation in all
bonus, incentive, savings and retirement and benefit plans offered generally to our employees, among other terms and conditions. If a change in
our control occurs and within two years after the change in our control we terminate the named executive officer�s employment without cause or
he resigns for good reason, then the named executive officer will receive payments equal to two times the sum of his annual base salary then
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being paid or his highest annual base salary for any one of the prior two years, depending on the particular agreement, plus the amount of the
largest bonus received during any one calendar year.

In March 2003, we entered into indemnity agreements with our directors and Dr. Goldstein. These agreements indemnify each director and Dr.
Goldstein to the fullest extent permissible by Delaware law
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(including any future amendments thereto, if such future amendments increase our power to indemnify our directors and officers). The
indemnification extends to any lawsuit brought against the director or officer by reason of the fact that such person is or was serving as a director
or officer of our company. However, the indemnification does not extend to any conduct by a director or officer who is adjudged by a final
verdict to have engaged in willful misconduct, knowing fraud or deliberate dishonesty. The indemnity agreements also obligate us to advance
litigation expenses to the director or officer prior to the time when the director�s or officer�s right to indemnification is finally determined. In the
event that the director or officer is found to be ineligible for such coverage, those advanced expenses must be repaid to our company.

Additional Employment Arrangements with our Officers in Italy

Upon completion of the merger, Mr. Ambrosio and Drs. Quarta and Parenti became our executive officers. Previously, Drs. Parenti and Quarta
were employed by Biosearch Italia and Mr. Ambrosio was the managing director of Biosearch Italia�s manufacturing subsidiary. Under Italian
law, all employees of Biosearch Italia immediately before the merger continued as employees of the combined company immediately after the
merger, and were entitled to essentially maintain their pre-merger employment terms and conditions as a minimal standard. In Italy, employment
terms and conditions are governed:

� by individual employment agreements; and

� by Italian law and collective bargaining agreements.

The general manner in which each of these authorities affects our employment relationship with our Italian executives is described below.

Employment and Non-Competition Agreements with our Officers in Italy

On July 30, 2002, concurrently with our execution of the merger agreement and subject to the completion of the merger, we entered into
employment agreements with Drs. Quarta and Parenti. Drs. Quarta and Parenti served as our directors and executive officers from March 1,
2003 until their resignations in March 19, 2004 and July 1, 2004, respectively. We also entered into a consulting agreement with the head of
Biosearch Italia�s manufacturing subsidiary, Costantino Ambrosio, who is now a director and an executive officer of our company. In addition,
the board of directors of Biosearch Manufacturing S.r.l., our subsidiary, approved a payment to Mr. Ambrosio for his service as managing
director of Biosearch Manufacturing. Our agreements with Drs. Quarta and Parenti and Mr. Ambrosio became effective upon the closing of the
merger and expired in the case of Drs. Quarta and Parenti upon their resignations on March 19, 2004 and July 1, 2004, respectively. Under the
agreements, we paid base salaries of $350,000 per year to Dr. Quarta and �161,000 per year to Dr. Parenti. We made aggregate payments to Mr.
Ambrosio under the consulting agreement and in his capacity as managing director at the rate of �155,000 per year. In addition, each executive is
eligible for the fringe benefits package offered to our executive officers generally and for an annual bonus based on his performance under
standards established in advance by the compensation committee. Pursuant to these agreements, on March 1, 2003, we awarded stock options to
purchase shares of our common stock under our 2001 Stock Option Plan in the amounts of: 700,000 to Dr. Quarta; 600,000 to Dr. Parenti; and
400,000 to Mr. Ambrosio. The exercise price of each option is $10.62 per share (which was the average closing price of our stock during the
one-month period immediately preceding the closing of the merger). Subject to continued service to our company, 25% of each option vests on
the first anniversary of the date of grant and the balance of 75% vests in 36 equal monthly installments thereafter. These options expire 10 years
after the date of grant. In their agreements, each Italian executive agreed that for one year following any termination of service to us he will not
engage in any business activity in Italy that competes against us. In exchange, in accordance with the custom in Italy, we agree to pay each
executive a portion of his base compensation in a lump sum, one year following the termination of his employment. Although our Italian counsel
has advised us that these non-compete agreements comply with Italian law, the courts of many jurisdictions may not enforce non-competition
agreements and we face the risk that these agreements might provide incomplete or ineffective protection insofar as the non-competition
provision is concerned.
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Italian Law and National Collective Bargaining Agreements

Many material terms of an Italian executives� employment are mandated by Italian law and national collective bargaining agreements. In Italy,
collective bargaining agreements are much more prevalent than in the United States and are negotiated at a national level�beyond the control of
any particular employer�between the unions of a particular business sector (mechanical, commerce, banks, chemical, etc.) and the employers�
association in the applicable sector. In principle, the Italian national collective agreements will be legally binding on our employment
relationships after the merger only if we, and the employees in question, actually join the relevant national associations or if our individual
employment agreements expressly or implicitly accept that the employment relationship is to be regulated by a specified national collective
agreement (which we have not done and which our executive employment agreements do not expressly provide). In practice, however, the
protection provided to employees in the national collective agreements is generally considered to be the minimum acceptable and Italian courts
apply the national collective agreements in every case.

In particular, employment relationships with Italian executives are regulated by Italy�s National Collective Agreement for the Executives in the
Industrial Sector of April 27th, 1995, as amended, which provides, among other things:

� executives are entitled to minimum gross monthly salary and salary increases related to length of service;

� executives� yearly salaries are paid in 13 installments;

� executives are not subject to working time schedules or overtime rules;

� executives are entitled to 35 days of holiday per year;

� for justified reasons, executives are entitled to an unpaid leave period;

� in case of illness, the executives are entitled to maintain their job position for a period of up to 12 months during which they will
receive their full salary (with the cost being fully borne by the employer);

� executives are entitled to mandatory paid maternity leave;

� executives are entitled to insurance coverage for on- and off-duty accidents; and

� executives are entitled to indemnification for any civil and criminal liabilities incurred by the executives in the performance of their
employment activities.

In addition, the Italian National Collective Agreement regulates the severance benefits we would be required to pay upon any termination by us
of the employment of our officers in Italy. The severance amount varies based upon whether the termination is for cause, for justified reasons or
for no justified reason, as generally described below:
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� Terminations for Cause. If we were to dismiss an executive in Italy for cause, he would not be entitled to any notice period or
indemnity in lieu of the notice period, but he would be entitled to receive the severance compensation (so-called TFR). We would
have �cause� to terminate an executive�s employment, under Article 2119 of the Italian civil code, following any serious event that
makes the continuation of the employment relationship impossible, even on a temporary basis. Events such as theft, riots and serious
insubordination are generally considered �cause� for termination in Italy.

� Terminations for Justified Reasons. If we were to terminate the employment of any executive in Italy, other than for �cause,� the
executive would be entitled to a notice period. The notice period is equal to eight months for executives having a seniority of up to two
years, and it is increased in proportion to seniority up to a maximum of 12 months for executives having more than 10 years of
seniority. If we were to terminate an executive�s employment for justified reasons without providing the required notice,
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he would be entitled to the indemnity in lieu of the notice period equal to the salary he would have received during the notice period,
in addition to the severance compensation. The average amount of the bonuses paid to him during the prior three years and the value
of his fringe benefits would be taken into account when calculating this indemnity. Under Article 2118 of the Italian civil code, the
following events are generally considered to provide a �justified reason� for terminating an executive�s employment: failure of the
executive to comply with material management directions; a restructuring or reorganization of the company; a complete closing of the
company; or the closing of the office to which the executive is assigned.

� Unlawful Terminations. If we were to terminate the employment of any executive in Italy without cause or justified reasons, the
executive might challenge the dismissal in court. If the termination of the employment relationship is deemed unlawful by the court,
the executive may be awarded damages in the form of an indemnity (to be paid in addition to the indemnity in lieu of the notice period
and the severance compensation) ranging from a minimum amount equal to the notice indemnity due to the executive, plus two
months� salary up to a maximum amount equal to 22 months� salary. The amount of damages may automatically be increased by a sum
ranging between two and seven months� salary if the executive�s age is between 46 and 56 years. An executive is never entitled to
reinstatement, regardless of the cause of termination.

Related Party Transactions

In March 1998, we entered into a written scientific agreement with Christopher T. Walsh, Ph.D., a member of our board of directors. Under this
scientific agreement, Dr. Walsh agreed to provide consulting and advisory services to us. We agreed to pay Dr. Walsh an annual consulting fee
of $50,000, and to pay $50,000 in 1998 and $25,000 in 1999 to help fund his laboratory. The original term of this agreement expired in January
2001, but performance continued through the mutual consent of Dr. Walsh and us and, as a result, we paid Dr. Walsh an annualized amount of
$50,000 per year during the period March 1998 through December 2002. We terminated this agreement as of December 31, 2002. Commencing
as of January 1, 2003, we began paying Dr. Walsh as compensation for his service on our board and the committees on which he serves. See
�Compensation of Directors.�

In January 1997, we entered a written consulting agreement with David V. Milligan, Ph.D., who was at that time the chairman of our board of
directors. Under this consulting agreement, Dr. Milligan agreed to provide consulting and advisory services to us. We agreed to pay Dr. Milligan
an annual fee of $100,000. The original term of this agreement expired in December 1997, but performance continued through the mutual
consent of Dr. Milligan and us and, as a result, we paid Dr. Milligan $100,000 per year during the period 1997 through 2002. We terminated the
agreement as of December 31, 2002. Commencing as of January 1, 2003, we began paying Dr. Milligan as compensation for his service on our
board and the committees on which he serves. See �Compensation of Directors.�

In February 2000, our predecessor company, Biosearch Italia, acquired a 37.4% interest in Areta International S.r.l., a service provider active in
the field of cellular biology. Areta was established in 1999, with registered offices in Milan, Italy and currently has a share capital of �114,659
full paid-in. Subsequently, Biosearch Italia�s interest in Areta was reduced to 33.66% as a result of the admission of another investor. Dr. Livolsi,
who was a member of our board of directors until his resignation on July 1, 2004, owns 17.44% of Areta. In January, 2000, our predecessor
company, Biosearch Italia entered into a services supply agreement with Areta providing for the supply by Biosearch Italia to Areta of
administrative and general services, including security, warehouse space, maintenance and cafeteria services. In addition, Biosearch Italia and
Areta entered into a lease agreement providing for the lease by Biosearch Italia to Areta of recently renovated laboratory and office space for a
term of nine years in exchange for rent in the amount of approximately �53,700 per year. Also, in January 2001 Biosearch Italia made a five year
loan to Areta. By operation of the merger, we succeeded to Biosearch Italia�s position in these agreements. As of the date hereof, no other
agreements are in effect between our company and Areta.
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In July 2001, Biosearch Italia entered into an agreement with Livolsi & Partners S.p.A., a merchant bank for which Dr. Ubaldo Livolsi, one of
our former directors until July 1, 2004, serves as chairman and chief executive officer and for which Dr. Parenti, one of our former officers and
directors until July 1, 2004, served as a non-executive director. Dr. Livolsi was a member of Biosearch Italia�s board of directors and became a
member of our board of directors upon the completion of the merger. Dr. Livolsi served on our board of directors until July 1, 2004. Under this
agreement, Livolsi & Partners agreed to provide various advisory services to Biosearch Italia, including management and financial consulting
and investor relations support. Biosearch Italia agreed to pay Livolsi & Partners a monthly fee of �25,000. The original term of this agreement
expired in July 2002, but was extended through February 2003 on the same terms and conditions through the mutual consent of Biosearch Italia
and Livolsi & Partners. Total payments made by Biosearch Italia under this agreement were �105,000 in 2001, �210,000 in 2002 and �40,000 in
2003. This agreement terminated upon the completion of the merger with Biosearch Italia on February 28, 2003. We never made any payments
to Livolsi & Partners under this agreement.

On March 27, 2003 we entered into an agreement with Bonaparte 48, an Italian public relations firm. Bonaparte 48 is 51% owned by Livolsi &
Partners S.p.A. Dr. Livolsi, one of our former directors until July 1, 2004, is the non-executive chairman of Bonaparte 48. Under this agreement,
we paid Bonaparte 48 �50,000 per year through February 29, 2004 for communications consulting and corporate and financial media relations.

On June 18, 2004, our board of directors authorized the payment of an annual fee of $50,000 to Dr. Livolsi for his service as a member of our
board of directors and the payment of an annual fee of $25,000 for his service as chairman of our audit committee.

We believe that all of the transactions set forth above were made on terms no less favorable to us than could have been obtained from
unaffiliated third parties.

Compensation Committee Interlocks and Insider Participation

During the last completed fiscal year, none of the members of our compensation committee was an officer or employee of our company. During
the last completed fiscal year until our merger with Biosearch Italia, none of our executive officers served as a member of the board of directors
or compensation committee of any entity that had one or more executive officers serving as a member of our board of directors or compensation
committee. Upon our merger with Biosearch Italia, Francesco Parenti, Ph.D., one of our former directors until his resignation on July 1, 2004,
became our chief scientific officer, worldwide, and Ubaldo Livolsi, Ph.D., one of our former directors until his resignation on July 1, 2004,
became one of our directors and a member of our compensation committee. At the same time, Dr. Livolsi was the chief executive officer of
Convergia Private Equity Fund, an investment fund for which Dr. Parenti served as a director.

Code of Business Conduct and Ethics

We have adopted a code of business conduct and ethics that applies to all of our directors, employees and consultants. Our code of business
conduct and ethics is available on our website at www.vicuron.com.

Section 16(a) Beneficial Ownership Reporting Compliance
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Section 16(a) of the Securities Exchange Act of 1934, as amended, or the Exchange Act, requires our officers and directors, and persons who
own 10% or more of our common stock, to report their beneficial ownership of our common stock (and any related options) to the Securities and
Exchange Commission. Their initial report must be filed using the SEC�s Form 3 and they must report subsequent stock purchases, sales, option
exercises and other changes using the SEC�s Form 4, which must be filed within two business days of most transactions. In some cases, such as
changes in ownership arising from gifts and inheritances, the Securities and Exchange Commission allows delayed reporting at year-end on
Form 5. Officers, directors and stockholders owning more than 10% of our common stock are required by SEC regulations to furnish us with
copies of all of

19

Edgar Filing: VICURON PHARMACEUTICALS INC - Form DEF 14A

Table of Contents 43



Table of Contents

reports they file pursuant to Section 16(a). From and after the date of the merger, we have made the services of our legal counsel available to our
officers and directors to assist them in meeting their filing obligations.

Based solely on our review of copies of these reports filed by or on behalf of our officers and directors (or oral representations that no such
reports were required), we believe that since January 1, 2003 all of our officers and directors and stockholders owning greater than 10% of our
common stock complied with all applicable Section 16(a) filing requirements, except as follows: in May 2003, Dr. Goldstein filed one Form 4
late and in September 2003, Dr. Goldstein filed two Form 4s late; in September 2003, each of Mr. Horner and Drs. Cavanaugh, Henkel,
Milligan, Walsh and White filed a Form 4 late; and in September 2003, Mr. Mosconi, a former officer, filed a Form 3 late.

Legal Proceedings

Under the rules of the Securities and Exchange Commission, we are required to disclose any material proceedings to which any of our directors,
officers or any owner of more than 5% of any class of our voting securities is a party adverse to us. As we noted in our recently filed Form 10-Q,
beginning on June 15, 2004, six shareholder securities class action complaints were filed against us and certain of our senior officers in the U.S.
District Court for the Eastern District of Pennsylvania. Those actions are styled: Perry Paragamian vs. Vicuron Pharmaceutical Inc. et al.
(Case No. 04cv2627); John H Taylor vs. Vicuron Pharmaceuticals Inc. et al (Case No. 04cv2685); Security Police-Fire Professionals of
America vs. Vicuron Pharmaceuticals Inc. et al (Case No. 04cv2708); Fred Zucker vs. Vicuron Pharmaceuticals Inc. et al (Case No. 04cv2745),
Brian B. Steketee vs. Vicuron Pharmaceuticals Inc. et al (Case No. 04cv3365); and Brad Staton vs. Vicuron Pharmaceuticals Inc. (Case No.
04cv3422). In addition, on July 2, 2004, a shareholder derivative complaint styled Jonathan Meyers vs. George F. Horner, III et al was filed
against certain of our officers and directors in the Court of Common Pleas of the State of Pennsylvania, Montgomery County (Case No.
04-19595). At this point, we are unable to determine whether any of our directors, officers or any owner of more than 5% of any class of our
voting securities is, or might be deemed, a party adverse to us in any of the above-mentioned proceedings.
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COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The compensation committee furnished the following report dated as of September 23, 2004. This report is not proxy soliciting material and
should not be deemed to be incorporated by reference into any of our other filings with the Securities and Exchange Commission,
notwithstanding any general statement purporting to incorporate information from this proxy statement into another filing, unless such general
statement makes specific reference to this report.

The Committee�s Approach to Executive Compensation

The compensation committee is composed entirely of non-employee directors. The compensation committee is responsible for our general
compensation policies and administers our various compensation plans, including our stock option plans and annual salary and bonus plans.

Each year, the compensation committee reviews the compensation of our chief executive officer and our other senior executive officers to assure
that compensation is appropriately tied to performance and that salary and potential bonus compensation levels are appropriate. To focus and
facilitate such review, the compensation committee developed the following compensation philosophy for our company:

� executive compensation should be at or above the 50th percentile of pharmaceutical industry market levels to allow us to attract and
retain talented management;

� annual variable compensation should reward the executives for achieving specific results which should lead to increased stockholder
value;

� the majority of variable compensation should be directly related to sustained increases in stockholder value;

� supplemental benefits and perquisites that reward executives without regard to performance should be minimal; and

� all of our employees should be encouraged to think like stockholders.

Elements of Executive Compensation

The compensation of the chief executive officer and of our other senior executive officers is comprised of three primary components: salary;
bonus; and stock options.

Salary is fixed at a competitive level to attract and retain qualified candidates. Bonuses are tied specifically to our performance and/or individual
contributions. Stock options are awarded in amounts we believe necessary to provide incentives for future performance, taking into account
individual performance and length of service with us. This mix of compensation elements places a significant portion of compensation at risk
and emphasizes performance.
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Compensation of our President and Chief Executive Officer

The fiscal year 2003 salary and bonus recommended by the compensation committee for Mr. Horner, our president and chief executive officer,
are consistent with the criteria described above and with the compensation committee�s evaluation of his overall leadership and management
performance. The board of directors accepted all of the compensation committee�s recommendations regarding Mr. Horner�s fiscal year 2003
compensation. Mr. Horner�s salary and bonus for 2003 are reported in the Summary Compensation Table and the notes thereto.

The rules of the Securities and Exchange Commission require that we describe each measure of the company�s performance, whether quantitative
or qualitative, on which the chief executive officer�s compensation was based (except that we are not required to present target levels or any
confidential information the disclosure
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of which would disadvantage our company). The compensation committee�s recommendation regarding Mr. Horner�s 2003 bonus level was based
on the extent to which the company achieved objectives in the following categories: key product development goals; key research goals; key
business development goals; key corporate development goals; key staffing goals; and key financing and investor-relations goals.

Summary

The compensation committee believes that our compensation policy, as practiced to date by the compensation committee and our board of
directors, has been successful in attracting and retaining qualified employees and in tying compensation directly to corporate (or in some cases,
individual) performance relative to pre-established corporate (or individual) goals. We expect that our compensation policy might evolve over
time together with changes in the company�s short-term goals, particularly if and when one or more of our company�s product candidates receive
FDA marketing approval. We expect that throughout any such changes the compensation committee will maintain its focus on building
long-term stockholder value by incentivizing technological leadership and development and expansion of the market for our potential products.

Respectfully submitted,

The Compensation Committee:
James H. Cavanaugh, Ph.D.

Christopher T. Walsh, Ph.D.

22

Edgar Filing: VICURON PHARMACEUTICALS INC - Form DEF 14A

Table of Contents 47



Table of Contents

STOCK PRICE PERFORMANCE GRAPH

The following performance graph is not proxy soliciting material and should not be deemed to be incorporated by reference into any of our
other filings with the Securities and Exchange Commission, notwithstanding any general statement purporting to incorporate information from
this proxy statement into another filing, unless such general statement makes specific reference to this performance graph.

The following graph shows the 41-month cumulative total return resulting from a hypothetical $100 investment in our common stock at its
closing price on August 3, 2000, the date of our initial public offering, through December 31, 2003, compared to the same amount invested in
the Nasdaq (U.S. & Foreign) Index and the Nasdaq Biotechnology Index over the same period (in each case, assuming reinvestment of
dividends). This graph is presented as required by the rules of the Securities and Exchange Commission. Past performance might not be
indicative of future results. While total stockholder return can be an important indicator of corporate performance, we believe it is not
necessarily indicative of our corporation�s degree of success in executing our business plan, particularly over short periods.
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PROPOSAL 2: RATIFICATION OF OUR

SELECTION OF INDEPENDENT PUBLIC ACCOUNTANTS

On the recommendation of the audit committee, our board of directors has selected PricewaterhouseCoopers LLP as our independent public
accountants for the fiscal year ending December 31, 2004. The audit committee has further recommended to our board of directors that we
submit the selection of independent auditors for ratification by the stockholders at the annual meeting.

Stockholder ratification of the selection of PricewaterhouseCoopers as our independent public accountants is not required by our bylaws or
otherwise. However, our board of directors is submitting the selection of PricewaterhouseCoopers to the stockholders for ratification as a matter
of good corporate practice. The proxy card presents three choices on Proposal 2; you may:

� vote for ratification of the selection of PricewaterhouseCoopers LLP;

� vote against ratification of the selection of PricewaterhouseCoopers LLP; or

� withhold authority to vote (abstain) as to this matter.

Shares represented by executed proxies will be voted as directed on the proxy card, however, if no direction is given (and if authority to do so is
not withheld) shares represented by executed proxies will be voted FOR the ratification of PricewaterhouseCoopers as our independent public
accountants. If the stockholders do not ratify this selection, our audit committee (and our board of directors) will reconsider whether or not to
retain that firm. Even if the selection is ratified, our audit committee in its discretion may recommend, and our board of directors in its discretion
may direct, the appointment of different independent auditors at any time during the year if they determine that such a change would be in our
company�s best interest.

The affirmative vote of the holders of a majority of the shares present in person or represented by proxy and entitled to vote will be required for
approval of Proposal 2.

Recommendation of our Board of Directors on Proposal 2

Our board of directors recommends that stockholders vote FOR ratification of the selection of PricewaterhouseCoopers as our independent
public accountants for fiscal year 2004.
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INDEPENDENT PUBLIC ACCOUNTANTS

PricewaterhouseCoopers LLP has audited our financial statements since 1996. Representatives of PricewaterhouseCoopers are expected to be
present at the annual meeting and they will have an opportunity to make a statement if they so desire. They are also expected to be available to
respond to appropriate questions.

Fees Billed to our Company by PricewaterhouseCoopers LLP

Total fees billed to our company by PricewaterhouseCoopers LLP for services rendered were $709,361 for fiscal year 2003 compared to
$810,107 for fiscal year 2002. These fees consist of audit fees, audit-related fees, tax fees and all other fees, as described below. As stated in its
report, our audit committee considered whether the provision of services giving rise to the other fees is compatible with maintaining
PricewaterhouseCoopers LLP�s independence.

PricewaterhouseCoopers S.p.A., an Italian affiliate of PricewaterhouseCoopers LLP, was engaged as independent auditor to Biosearch Italia
S.p.A., the company with which we merged on February 28, 2003. Total fees billed by PricewaterhouseCoopers S.p.A. for services rendered to
Biosearch Italia and its subsidiaries were �790,000 for fiscal year 2002. All fees arising from the engagement of PricewaterhouseCoopers S.p.A.
by Biosearch Italia have been excluded from the fee data for fiscal year 2002 presented below.

Audit Fees

Audit fees are fees which are billed for professional services rendered by our principal accountant for the audit of our annual financial
statements, the review of our quarterly financial statements included in our Form 10-Q reports, and any other services normally provided by
principal accountants in connection with statutory and regulatory filings or engagements. Total audit fees billed to our company by
PricewaterhouseCoopers LLP were $672,861 for fiscal year 2003 compared to $796,607 for fiscal year 2002.

Audit-Related Fees

Total audit-related fees billed to our company by PricewaterhouseCoopers LLP were $21,500 for fiscal year 2003. No audit-related services
were provided for fiscal year 2002. For fiscal year 2003, our audit-related fees principally included fees billed for professional services by our
principal accountant for the preparation of special reports related to internal controls for our Italian operations.

Tax Fees

The aggregate tax fees billed by PricewaterhouseCoopers LLP were $15,000 for fiscal year 2003 compared to $13,500 for fiscal year 2002. Fees
for tax services consisted of tax compliance fees.
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All Other Fees

No services other than those described above were provided for fiscal years 2002 and 2003.

Pre-Approval Process for Auditor Services

Our audit committee is required to pre-approve the audit and non-audit services performed by our independent auditor in order to assure that the
provision of such services do not impair our auditor�s independence. Beginning fiscal year 2003, our audit committee has typically pre-approved
certain general audit and non-audit services up to specified cost levels. Any audit or non-audit services which are not generally pre-approved in
this manner, require specific pre-approval by our audit committee. While our audit committee may delegate pre-approval authority to one or
more of its members, the member or members to whom such authority is delegated must report any pre-approval decisions to our audit
committee at its next scheduled meeting. Our audit committee does not delegate its responsibilities to pre-approve services performed by our
independent auditor to management.

All of the services described above were approved by our audit committee pursuant to Regulation S-X.
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AUDIT COMMITTEE REPORT

The audit committee furnished the following report dated September 23, 2004 regarding the audited consolidated financial statements appearing
in our recently filed Form 10-K. This report is not proxy soliciting material and should not be deemed to be incorporated by reference into any
of our other filings with the SEC, notwithstanding any general statement purporting to incorporate information from this proxy statement into
another filing, unless such general statement makes specific reference to this report.

The members of the audit committee have been appointed by our board of directors. The audit committee is governed by an amended and
restated charter which was adopted by our board of directors on September 23, 2004. The audit committee is comprised of three directors who
meet the current independence and experience requirements of the Nasdaq National Market.

Duties of the audit committee include: (i) overseeing our internal accounting and reporting controls as well as its financial and regulatory
reporting; (ii) selecting our independent accountants and assessing their performance on an ongoing basis; (iii) reviewing our financial
statements and audit findings, and taking any action considered appropriate by the audit committee and our board of directors; (iv) performing
other oversight functions as requested by our board of directors; and (v) reporting activities performed to our board of directors.

Management is responsible for our internal controls. Our independent accountants are responsible for performing an independent audit of our
financial statements in accordance with generally accepted auditing standards applied in the U.S. and for issuing a report thereon. The audit
committee has general oversight responsibility with respect to our financial reporting, and reviews the results and scope of the audit and other
services provided by our independent accountants.

In this context, the audit committee has reviewed our audited financial statements and discussed such statements with management and our
independent accountants. Management represented to the audit committee that our financial statements were prepared in accordance with U.S.
generally accepted accounting principles, and the audit committee has reviewed and discussed the financial statements with management and our
independent accountants. The audit committee discussed with the independent accountants matters required to be discussed by Statement on
Auditing Standards No. 61, as amended (Communication with audit committees). The audit committee has considered whether the provision of
services other than audit services is compatible with maintaining PricewaterhouseCoopers LLP�s independence.

Our independent accountants also provided to the audit committee the written disclosures and the letter required by Independence Standards
Board Standard No. 1 (Independence Discussions with audit committees), and the audit committee discussed with the independent accountants
their independence.

Based on the review and discussions referred to above, the audit committee recommended to the board of directors that our audited financial
statements be included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2003 and be filed with the SEC.

Respectfully submitted,

The Audit Committee:
James H. Cavanaugh, Ph.D.
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Christopher T. Walsh, Ph.D.

Cheryl A. Wenzinger, CPA
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth as of August 30, 2004 the names, addresses and holdings with respect to the beneficial ownership of our common
stock by:

� each person or entity known by us to beneficially own more than 5% of our outstanding common stock;

�
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