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154 Technology Parkway
Suite 200

Norcross, Georgia 30092

                        , 2002

Dear CytRx Stockholder:

You are cordially invited to attend the 2002 Annual Meeting of Stockholders of CytRx Corporation. The meeting will be held at         . It will
begin at         local time on                , 2002.

I hope you are planning to attend the Annual Meeting. The items of business that will be considered and voted upon this year are explained in
the accompanying proxy statement.

One of the items that you will be asked to approve at the Annual Meeting is the issuance of approximately 9,963,000 shares of CytRx common
stock to the shareholders of Global Genomics Capital, Inc. in the pending acquisition of Global Genomics Capital by means of a merger of a
wholly owned subsidiary of CytRx into Global Genomics Capital.

The rules of Nasdaq require CytRx stockholder approval of the issuance of those shares in the merger. That approval requires the affirmative
vote of a majority of the votes cast at the Annual Meeting, provided a quorum is present. Only stockholders who hold shares of CytRx common
stock at the close of business on                , 2002 will be entitled to vote at the Annual Meeting or any postponement or adjournment of the
Annual Meeting. The CytRx board of directors carefully considered and approved the merger and recommends that the CytRx stockholders vote
in favor of the issuance of the shares of CytRx common stock in the merger.

We are excited about the opportunities for the combined company. The accompanying proxy statement provides detailed information about
CytRx, Global Genomics Capital, the merger and the other items to be voted upon by CytRx stockholders. Please give all of this information
your careful attention.

Whether or not you plan to attend the meeting in person, it is important that your shares be represented and voted at the meeting. You are urged
to complete, sign, date and return the enclosed proxy card (or use the telephone or internet voting procedures, if offered by your broker), even if
you plan to attend the meeting.

Sincerely,

Jack J. Luchese
President and Chief Executive Officer
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154 Technology Parkway
Suite 200

Norcross, Georgia 30092

NOTICE TO THE HOLDERS OF COMMON STOCK
OF ANNUAL MEETING OF STOCKHOLDERS

to be held on            , 2002

To the Stockholders of CytRx:

Notice is hereby given to the holders of the $.001 par value per share common stock of CytRx Corporation that the Annual Meeting of
Stockholders of CytRx will be held at            , on            , 2002, at            , local time, for the following purposes:

(1) To approve the issuance of shares of CytRx common stock in the acquisition of Global Genomics Capital by means of the merger of
a wholly owned subsidiary of CytRx into Global Genomics Capital, Inc.;

(2) To approve an amendment to CytRx�s certificate of incorporation to change CytRx�s name to �Global Genomics, Inc.�, if the merger
closes;

(3) To elect two Class II directors to serve until the 2005 Annual Meeting of Stockholders;

(4) To approve two amendments to the CytRx Corporation 2000 Long-Term Incentive Plan, one which increases the number of shares of
common stock available for awards from one million to three million and the other which removes or changes some limitations on
awards granted under the plan;

(5) To ratify the selection of Ernst & Young LLP as CytRx�s independent auditors for the fiscal year ending December 31, 2002; and

(6) To transact such other business as may properly come before the Annual Meeting or any postponements or adjournments thereof.

Each of the foregoing items of business is more fully described in the proxy statement, which we urge you to read carefully.

Only those stockholders of record at the close of business on             , 2002 are entitled to notice of and to vote at the Annual Meeting or any
postponements or adjournments thereof. CytRx�s transfer books will not be closed. A complete list of stockholders entitled to vote at the Annual
Meeting will be available at the Annual Meeting.

By Order of the Board of Directors,

Mark W. Reynolds
Vice President, Finance and Secretary
                , 2002

WHETHER OR NOT YOU EXPECT TO ATTEND THE ANNUAL MEETING, PLEASE COMPLETE, SIGN, DATE, AND RETURN
THE ENCLOSED PROXY PROMPTLY IN THE ENCLOSED BUSINESS REPLY ENVELOPE. IF YOU ATTEND THE ANNUAL
MEETING YOU MAY, IF YOU WISH, REVOKE YOUR PROXY AND VOTE IN PERSON.
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154 Technology Parkway
Suite 200

Norcross, Georgia 30092

                    , 2002

PRELIMINARY
PROXY STATEMENT

INTRODUCTION

This proxy statement is furnished to holders of the $.001 par value per share common stock of CytRx Corporation, a Delaware corporation, in
connection with the solicitation of proxies by our board of directors from holders of the outstanding shares of common stock for use at the
Annual Meeting of Stockholders to be held at         local time at            , on            ,            , 2002, and at any postponements or adjournments
thereof.

At the Annual Meeting, you will vote upon the following proposals:

(1) to approve the issuance of shares of CytRx common stock in the acquisition of Global Genomics Capital, Inc. by means of the
merger of a wholly owned subsidiary of CytRx into Global Genomics Capital, Inc.;

(2) to approve an amendment to CytRx�s certificate of incorporation to change CytRx�s name to �Global Genomics, Inc.�, if the merger
closes;

(3) to elect two Class II directors to serve until the 2005 Annual Meeting of Stockholders;

(4) to approve two amendments to the CytRx Corporation 2000 Long-Term Incentive Plan;

(5) to ratify the selection of Ernst & Young LLP as our independent auditors for the fiscal year ending December 31, 2002; and

(6) such other matters as may properly come before the Annual Meeting or any postponement or adjournment thereof.

Our mailing address and the location of our principal executive offices are 154 Technology Parkway, Suite 200, Norcross, Georgia 30092. This
proxy statement and the accompanying proxy are first being mailed to our stockholders on or about            , 2002.
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HOW TO OBTAIN ADDITIONAL INFORMATION

This proxy statement references important business and financial information about CytRx that is not included in or delivered with this
document. This information is available to you without charge upon your written or oral request. You can obtain free copies of this
information by requesting them in writing or by telephone from CytRx at the following address and telephone number:

CytRx Corporation
154 Technology Parkway

Suite 200
Norcross, Georgia 30092

Attention: Mark W. Reynolds
(770) 368-9500

In order to obtain timely delivery of the documents, you must request the information on or before            , 2002. Please also see �Where You Can
Find More Information� on page 85 to obtain further information and learn about other ways that you can get this information.
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QUESTIONS AND ANSWERS ABOUT THE MERGER
AND OTHER MATTERS ON WHICH YOU MAY VOTE

Q: Why are we proposing the merger?

A: We are proposing the merger because we believe it will result in several potential benefits, including the following:

• Expansion of CytRx�s business model into the genomics field;

• Improvement of investment interest in CytRx;

• Addition of new management and board members with contacts and experience in pharmaceutical and genomics fields; and

• Diversification of product and technology base and development.

Q: Why is Global Genomics Capital proposing the merger?

A: Global Genomics Capital is proposing the merger because it believes the proposed merger will result in several potential benefits,
including the following:

• Combination with CytRx results in a stronger and more competitive pharmaceutical and genomics company than Global
Genomics Capital alone;

• Creation of opportunity for Global Genomics Capital shareholders to participate in a larger, more diversified company; and

• Improvement of long-term financial prospects of the combined company may enable opportunities for more favorable
corporate partnerships and licensing transactions.

Q: How will these two companies merge?

A: A wholly owned subsidiary of CytRx will merge with and into Global Genomics Capital. Following the merger, Global Genomics Capital
will be a wholly owned subsidiary of CytRx.

Q: What will Global Genomics Capital shareholders and holders of warrants receive in the merger?

A: If the merger is completed, a total of 9,962,881 shares of CytRx common stock will be (1) issued to holders of shares of Global Genomics
Capital stock and (2) issuable upon the exercise of outstanding warrants to purchase Global Genomics Capital stock that are converted into
warrants to purchase CytRx common stock. As of the date of this proxy statement, there are 11,593,076 shares of Global Genomics Capital
stock outstanding and warrants to purchase 1,324,701 shares of Global Genomics Capital stock. The foregoing numbers assume that
certain promissory notes made by Global Genomics Capital will fully convert into shares of Global Genomics Capital common stock
immediately prior to the effective time of the merger. If those numbers do not change before the effective time of the merger, at the
effective time of the merger CytRx will:

• issue 8,941,201 shares of CytRx common stock to the holders of outstanding shares of Global Genomics Capital common
stock, which represent approximately 42.3% of the outstanding shares of CytRx common stock immediately after the merger,
excluding the dilutive effect of options and warrants; and

• reserve the remaining 1,021,680 shares of CytRx common stock for issuance upon exercise of the converted warrants.

ii
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The total number of shares issuable in the merger to the Global Genomics Capital shareholders and warrant holders will be reduced if Global
Genomics Capital has any liabilities at the closing of the merger other than certain liabilities CytRx has agreed to pay.

Q: Will CytRx stockholders receive any shares as a result of the merger?

A: No. CytRx stockholders will continue to hold the CytRx shares they own at the time of the merger.

Q: Why is CytRx seeking stockholder approval of the merger?

A: Approval of the merger by CytRx stockholders is not required under Delaware or other applicable law, or by CytRx�s certificate of
incorporation or bylaws. Nasdaq rules require approval of any transaction conducted by a company listed on Nasdaq in which that
company issues a number of shares that exceeds 20% of the shares of stock outstanding before the transaction. Such approval requires the
affirmative vote of a majority of the votes cast at the Annual Meeting, provided that a quorum is present.

Q: Will CytRx complete the merger if its stockholders do not approve the issuance of the shares in the merger?

A: It depends. If the CytRx stockholders do not approve the issuance of the shares in the merger, CytRx may still complete the merger if its
board of directors determines that proceeding with the merger is still in the best interests of CytRx and its stockholders and, at that time:

• CytRx common stock is no longer listed on the Nasdaq National Market or the Nasdaq SmallCap Market;

• CytRx common stock no longer qualifies for listing on either the Nasdaq National Market or the Nasdaq SmallCap Market and
CytRx believes such common stock will be delisted; or

• CytRx�s board of directors otherwise has reasonable justification to proceed with the merger.

Q: Is Global Genomics Capital shareholder approval required to complete the merger?

A: Yes. The affirmative vote of a majority of the outstanding shares entitled to vote is required to approve the merger. Global Genomics
Capital shareholders owning approximately 85% of the outstanding common stock of Global Genomics Capital as of the date of this proxy
statement have entered into voting agreements with CytRx under which such shareholders have agreed to vote in favor of the merger and
have granted irrevocable proxies to vote in favor of the merger to Jack J. Luchese and Mark W. Reynolds of CytRx.

Q: When do CytRx and Global Genomics Capital expect to complete the merger?

A: CytRx and Global Genomics Capital are working to complete the merger as quickly as possible. They expect to complete the merger in the
third quarter of 2002.

Q: What are the federal income tax consequences of the merger?

A: The parties believe the merger qualifies as a tax-free reorganization for federal income tax purposes. If the merger qualifies as a tax-free
reorganization, a shareholder of Global Genomics Capital who exchanges his or her shares of Global Genomics Capital common stock for
CytRx common stock will not recognize any gain or loss to the extent of the receipt of CytRx common stock in the merger. A shareholder
of Global Genomics Capital who receives cash as the result of the exercise of dissenters� rights will have gain or loss to the extent of the
receipt of such cash. There are no direct tax consequences to CytRx stockholders in the merger. We urge Global Genomics Capital
shareholders and holders of warrants to purchase Global Genomics Capital stock to consult their tax advisors concerning the United States
federal, state, local and foreign tax consequences of the merger to them.

iii
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Q: Does the CytRx board of directors recommend approval of the issuance of the shares of CytRx common stock in the merger?

A: Yes. After careful consideration, the CytRx board of directors recommends that its stockholders vote in favor of the issuance of the shares
of CytRx common stock in the merger.

Q: What other matters will be voted on at the Annual Meeting?

A: In addition to the issuance of shares in the merger, CytRx stockholders will be asked to approve an amendment to CytRx�s certificate of
incorporation, to elect two directors, to approve two amendments to the CytRx Corporation 2000 Long-Term Incentive Plan and to ratify
the selection of Ernst & Young LLP as CytRx�s independent auditors for 2002. The CytRx board of directors recommends that its
stockholders vote in favor of the above matters.

If the merger closes, CytRx�s board of directors will consist of seven directors, four designated by CytRx and three designated by Global
Genomics Capital. The four CytRx directors are Alexander L. Cappello, Raymond C. Carnahan, Jr., Max Link and Herbert H. McDade, Jr. and
the three Global Genomics Capital directors are Steven A. Kriegsman, Louis J. Ignarro, Ph.D. and Joseph Rubinfeld, Ph.D.

Q: What do I need to do now?

A: CytRx urges you to read carefully this proxy statement, including its annexes, and to consider how the merger will affect you as a
stockholder of CytRx. You also may want to review the documents referenced under �Where You Can Find More Information� on page 85.
After you carefully consider those materials, please respond by completing, signing and dating your proxy card and returning it in the
enclosed postage paid envelope as soon as possible so that your shares may be represented at the Annual Meeting.

Q: How do CytRx stockholders vote?

A: As a CytRx stockholder, you may indicate how you want to vote on your proxy card and then sign and mail your proxy card in the
enclosed envelope as soon as possible so that your shares will be represented at the Annual Meeting. CytRx stockholders also may attend
the Annual Meeting and vote in person instead of submitting a proxy. If you fail either to return a proxy card or to vote in person at the
Annual Meeting, or mark a proxy card �abstain,� there will be no effect on the approval of the issuance of the shares of CytRx common
stock in the merger or any other item described in the proxy statement, except that an abstention on Proposal 2 will have the effect of a
vote �against� that proposal. If you sign and send in your proxy without indicating how you want to vote, the proxy will be counted as a vote
�for� each proposal, unless your shares are held in a brokerage account and your broker does not have discretionary authority to vote your
shares on a particular proposal.

Q: If shares of CytRx common stock are held in a brokerage account, will the broker vote such shares for the CytRx stockholder?

A: A broker will not be able to vote a CytRx stockholder�s shares on the proposal to issue shares in the merger without instructions from that
stockholder on how to vote. Therefore, it is important that CytRx stockholders follow the directions provided by their brokers regarding
how to instruct such brokers to vote their shares. If a CytRx stockholder fails to provide his/her broker with instructions, there will be no
effect on the approval of the issuance of shares of CytRx common stock in the merger.

Q: Can I change my vote after I mail in a signed proxy card?

A: Yes. You may change your vote at any time before the vote takes place at the Annual Meeting. To do so, you may either complete and
submit a later dated proxy card or send a written notice to CytRx�s secretary stating that you would like to revoke your proxy. In addition,
you may attend the Annual Meeting and vote in person. However, if you elect to vote in person at the Annual Meeting and your shares are
held by a

iv
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broker, bank or other nominee, you must bring to the Annual Meeting a letter from the broker, bank or other nominee confirming your beneficial
ownership of the shares.

Q: When and where is the CytRx Annual Meeting of Stockholders?

A: The Annual Meeting will be held at         , local time, on             , 2002 at                                 .

Q: Am I entitled to appraisal rights in connection with the merger?

A: No. CytRx stockholders are not entitled to appraisal rights in connection with the merger. Under California law, each shareholder of
Global Genomics Capital entitled to vote on the merger may require Global Genomics Capital to purchase for cash at their fair market
value the shares owned by such shareholder that were not voted in favor of the merger.

Q: Who may I contact with any additional questions?

A: You may call Mark W. Reynolds, CytRx�s Vice President, Finance and Secretary, at (770) 368-9500.

v

Edgar Filing: CYTRX CORP - Form PREM14A

Table of Contents 10



Table of Contents

SUMMARY OF THE PROXY STATEMENT

This summary highlights selected information from this proxy statement and may not contain all of the information that is important to you. You
should carefully read this entire document and the other documents we refer to in this proxy statement. These documents will give you a more
complete description of the transaction we are proposing. For more information, see �Where You Can Find More Information� on page 85. We
have included page references in this summary to direct you to other places in this proxy statement where you can find a more complete
description of the topics we have summarized.

The Merger (See page 9)

Under the terms of the merger agreement, a wholly owned subsidiary of CytRx will merge with and into Global Genomics Capital, which will
survive the merger as a wholly owned subsidiary of CytRx. If the merger is completed, a total of 9,962,881 shares of CytRx common stock will
be (1) issued to holders of shares of Global Genomics Capital stock and (2) issuable upon the exercise of outstanding warrants to purchase
Global Genomics Capital stock that are converted into warrants to purchase CytRx common stock. The total number of shares issuable in the
merger to the Global Genomics Capital shareholders will be reduced if Global Genomics Capital has any outstanding liabilities at the closing of
the merger other than certain liabilities CytRx has agreed to pay.

If the merger is completed, Global Genomics Capital will change its name to �GGC, Inc.� and, subject to stockholder approval, CytRx will change
its name to �Global Genomics, Inc.�

Five percent of the total number of shares of CytRx common stock issuable in the merger will be held in escrow by CytRx, as the escrow agent,
to satisfy any indemnification claims that may be made by CytRx against Global Genomics Capital pursuant to the merger agreement.

Who is Global Genomics Capital (See page 73)

Global Genomics Capital is a development stage company incorporated in California that is principally engaged in investing in or acquiring
companies that develop and commercialize healthcare products driven by genomics technologies. Global Genomics Capital�s primary assets are a
40% equity interest in Blizzard Genomics, Inc., which is involved in the development of instrumentation software and consumable supplies for
the genomics industry, and a 5% equity interest in Psynomics, Inc., which is an early stage psychiatric genomics company.

Recommendation of the Board of Directors of CytRx and Opinion of Financial Advisor (See page 10)

Board of Directors

After careful consideration, the CytRx board of directors has determined that the merger is fair to, and in the best interests of, CytRx and its
stockholders. Accordingly, the CytRx board of directors approved the merger agreement and the merger and recommends that CytRx
stockholders vote for approval of the issuance of the shares of CytRx common stock in the merger.

Opinion of Financial Advisor

In connection with the merger, the board of directors of CytRx received a written opinion from Sanli Pastore & Hill, Inc., CytRx�s financial
advisor with respect to the merger, that, based upon and subject to certain matters stated in its fairness opinion, the proposed merger is fair, from
a financial point of view, to CytRx stockholders.

1
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Some CytRx Directors and Executive Officers Have Interests in the Merger (See page 18)

Some of the directors and executive officers of CytRx have personal interests in the merger that are different from the interests of other CytRx
stockholders. These interests include severance payments and the acceleration of options and warrants granted to directors and executive officers
of CytRx. In addition, a director of CytRx is an affiliate of a financial advisor of CytRx that will receive a fee in connection with the merger.

Directors and Executive Officers of CytRx Following the Merger (See page 57)

If the merger is completed, Jack J. Luchese will be succeeded by Steven A. Kriegsman as Chief Executive Officer of CytRx. In addition, it is
anticipated that the employment of the remaining four executive officers of CytRx will be terminated as of the effective time of the merger.

After the merger, Jack J. Luchese will resign as a director of CytRx, the size of the board will be increased to seven members and Steven A.
Kriegsman, Louis J. Ignarro, Ph.D. and Joseph Rubinfeld, Ph.D. will be appointed as directors to fill the vacancies.

If the merger closes, assuming an exchange ratio of 0.771254, immediately after the closing of the merger Steven A. Kriegsman will beneficially
own 4,141,401 shares of CytRx common stock, which will represent approximately 19% of the outstanding common stock of CytRx
immediately after the effective time of the merger.

What is Needed to Complete the Merger (See page 28)

Several conditions must be satisfied or waived before we complete the merger, including those summarized below:

� Receipt of approval from the CytRx stockholders of the issuance of shares of CytRx common stock in the merger;

� Less than 5% of all shares of Global Genomics Capital common stock outstanding immediately prior to the effective time of
the merger shall have dissented to the merger;

� Full conversion of certain promissory notes made by Global Genomics Capital into shares of Global Genomics Capital
common stock, or payment in full by Global Genomics Capital of all principal and accrued but unpaid interest under such
notes;

� All required consents of, filings and registrations with, and notifications to all regulatory authorities shall have been filed,
occurred or obtained;

� Absence of any law or order making the merger illegal or otherwise restricting the merger;

� Absence of any action taken, or statute, regulation or order enacted or enforced, in connection with the grant of any required
regulatory approval that would materially adversely impact the economic or business benefits of the merger or would require
CytRx to dispose of any material asset prior to the completion of the merger;

� Accuracy of each party�s respective representations and warranties in the merger agreement in all material respects;

� Material compliance by each party with its covenants in the merger agreement; and

� Absence of a material adverse effect on CytRx or Global Genomics Capital from February 11, 2002 to the completion of the
merger.

2
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CytRx and Global Genomics Capital May Terminate the Merger Agreement Under Specified Circumstances (See page 29)

Under circumstances specified in the merger agreement, either CytRx or Global Genomics Capital may terminate the merger agreement. These
circumstances generally include if:

� The merger is not completed by September 30, 2002;

� The approval of CytRx stockholders of the issuance of shares of CytRx common stock in the merger has not been obtained at
the Annual Meeting of CytRx stockholders;

� A final, non-appealable order of a court or other action of any governmental authority has the effect of permanently prohibiting
completion of the merger;

� The consent of any governmental authority required to complete the merger has been denied by final non-appealable action;

� The other party materially breaches it representations, warranties or covenants in the merger agreement such that the conditions
to the merger would be incapable of being satisfied by September 30, 2002; or

� The other party consents to termination.

Appraisal Rights (See page 21)

CytRx stockholders are not entitled to appraisal rights in connection with the merger. Under California law, each shareholder of Global
Genomics Capital entitled to vote on the merger is entitled to appraisal rights.

Voting Agreements With Global Genomics Capital Shareholders (See page 33)

CytRx has entered into voting agreements with Global Genomics Capital shareholders owning approximately 85% of the outstanding common
stock of Global Genomics Capital as of the date of this proxy statement under which such shareholders have agreed to vote in favor of the
merger and have granted irrevocable proxies to vote in favor of the merger to Jack J. Luchese and Mark W. Reynolds of CytRx.

Additional Proposals to be Voted Upon at the Annual Meeting

At the Annual Meeting, in addition to voting on the issuance of shares of CytRx common stock in the merger with Global Genomics Capital,
you will vote upon the following proposals:

� to approve an amendment to CytRx�s certificate of incorporation to change CytRx�s name to �Global Genomics, Inc.�, if the
merger closes;

� to elect two Class II directors to serve until the 2005 Annual Meeting of Stockholders;

� to approve two amendments to the CytRx Corporation 2000 Long-Term Incentive Plan;

� to ratify the selection of Ernst & Young LLP as our independent auditors for the fiscal year ending December 31, 2002; and

� such other matters as may properly come before the Annual Meeting or any postponement or adjournment thereof.

3
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SUMMARY SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF CYTRX

The following table sets forth a summary of selected historical consolidated financial data of CytRx. The selected consolidated statements of
operations for the three month periods ended March 31, 2002 and 2001 and the selected consolidated balance sheet data as of March 31, 2002
have been derived from CytRx�s unaudited consolidated financial statements included in another part of this proxy statement, which, in the
opinion of our management, include all adjustments, consisting of normal recurring accruals, necessary for a fair presentation in all material
respects of such information. The selected consolidated balance sheet data as of March 31, 2001 has been derived from CytRx�s unaudited
consolidated financial statements for such period, which, in the opinion of our management, include all adjustments, consisting of normal
recurring accruals, necessary for a fair presentation in all material respects of such information. The selected consolidated statements of
operations for each of the three years ended December 31, 2001, 2000 and 1999 and the selected consolidated balance sheet data as of December
31, 2001 and December 31, 2000 have been derived from CytRx�s audited consolidated financial statements also included in another part of this
proxy statement. The selected consolidated statement of operations data for the years ended December 31, 1998 and 1997 and the selected
consolidated balance sheet data as of December 31, 1999, December 31, 1998 and December 31, 1997 have been derived from CytRx�s audited
financial statements for those periods.

The selected financial data set forth below should be read in conjunction with the sections of this proxy statement entitled �The Merger� and
�CytRx Management�s Discussion and Analysis of Financial Condition and Results of Operations,� CytRx�s financial statements and related notes
and the other financial data included elsewhere in this proxy statement. Historical results are not necessarily indicative of results to be expected
in the future.

Years Ended
December 31,

Three Months
Ended

March 31,
(unaudited)

2001 2000 1999 1998 1997 2002 2001

Statement of Operations Data:
Revenues:
Service revenues $ 101,463 $ 451,031 $ 322,536 $ 350,789 $ 422,039 $ 22,453 $ 26,014
License fees 3,751,000 2,000,000 �  �  �  1,000,000 �  
Interest and other income 546,947 876,827 1,068,924 1,762,747 1,381,306 118,567 156,780

Total revenues 4,399,410 3,327,858 1,391,460 2,113,536 1,803,345 1,141,020 182,794

Loss from continuing operations (931,341) (1,147,457) (15,269,918) (7,737,296) (4,618,867) (179,245) (1,157,232)
Income (loss) from discontinued
operations �  799,355 240,627 2,943,937 (1,434,125) �  �  
Extraordinary item �  �  �  (325,120) �  �  �  

Net loss $ (931,341) $ (348,102) $ (15,029,291) $ (5,118,479) $ (6,052,992) $ (179,245) $ (1,157,232)

Basic and diluted loss per common
share:
Loss from continuing operations $ (0.09) $ (0.12) $ (1.99) $ (1.01) $ (0.62) $ (0.02) $ (0.11)
Income (loss) from discontinued
operations �  0.08 0.03 0.38 (0.20) �  �  
Extraordinary item �  �  �  (0.04) �  �  �  

    Net loss $ (0.09) $ (0.04) $ (1.96) $ (0.67) $ (0.82) $ (0.02) $ (0.11)

Balance Sheet Data:
Total assets $ 7,610,596 $ 6,859,238 $ 6,128,063 $ 16,641,568 $ 24,905,995 $ 7,604,428 $ 5,785,195
Long-term debt �  �  650,000 �  �  �  �  
Other long-term liabilities �  �  1,693,638 �  �  �  �  
Convertible debentures �  �  �  �  2,000,000 �  �  
Total stockholders� equity 6,582,751 5,618,814 1,032,688 14,688,548 19,248,395 6,857,628 4,971,467
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THE CYTRX ANNUAL MEETING OF STOCKHOLDERS

CytRx�s board of directors is furnishing this proxy statement to holders of CytRx common stock in connection with the solicitation of proxies by
the CytRx board of directors for use at the Annual Meeting of Stockholders to be held on            , 2002, and any postponement or adjournment
of the meeting.

Date, Time and Place

The Annual Meeting of Stockholders will be held on            , 2002 at         local time, at             .

Proposals to be Considered at the Annual Meeting

At the Annual Meeting, and any adjournment or postponement of the Annual Meeting, CytRx stockholders will be asked to vote upon the
following proposals:

(1) to approve the issuance of shares of CytRx common stock in the merger of a wholly owned subsidiary of CytRx into Global Genomics
Capital, Inc., as required by Nasdaq rules;

(2) to approve an amendment to CytRx�s certificate of incorporation to change CytRx�s name to �Global Genomics, Inc.�, if the merger closes;

(3) to elect two Class II directors to serve until the 2005 Annual Meeting of Stockholders;

(4) to approve two amendments to the CytRx Corporation 2000 Long-Term Incentive Plan;

(5) to ratify the selection of Ernst & Young LLP as our independent auditors for the fiscal year ending December 31, 2002; and

(6) such other matters as may properly come before the Annual Meeting or any postponement or adjournment thereof.

Stockholders Entitled to Vote

Only our stockholders of record at the close of business on            , 2002, also referred to in this proxy statement as the �record date�, will be
entitled to notice of, and to vote at, the Annual Meeting or any adjournment or postponement thereof. Notwithstanding the record date specified
above, our stock transfer books will not be closed and shares may be transferred subsequent to the record date. However, all votes must be cast
in the names of stockholders of record on the record date.

On the record date, there were 11,714,779 shares of CytRx common stock issued and outstanding held by approximately 1,100 stockholders of
record.

Voting and Revocation of Proxies

We request that CytRx stockholders complete, date and sign the accompanying proxy and promptly return it in the accompanying postage-paid
envelope. Brokers holding shares in �street name� may vote the shares on certain matters only if the beneficial owner provides instructions on how
to vote. Brokers will provide beneficial owners instructions on how to direct the brokers to vote the shares. All properly executed proxies that
CytRx receives prior to the vote at the Annual Meeting, and that are not revoked, will be voted in accordance with the
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instructions indicated on the proxies. If no direction is indicated, the proxies will be voted (1) for approval of Proposals 1, 2, 3, 4 and 5 and (2)
as to any matters for which CytRx did not have notice on or before May 31, 2002 properly brought before the Annual Meeting, in the sole
discretion of the proxies as to such matters. The CytRx board of directors does not currently intend to bring any other business before the Annual
Meeting and, to the board�s knowledge, no other matters are to be brought before the Annual Meeting.

You may revoke your proxy at any time prior to its use:

� by delivering to the secretary of CytRx a signed notice of revocation or a later-dated, signed proxy; or

� by attending the Annual Meeting and voting in person.

Attendance at the Annual Meeting, without voting, is not sufficient to revoke a proxy. If you elect to vote in person at the Annual Meeting and
your shares are held by a broker, bank or other nominee, you must bring to the Annual Meeting a letter from the broker, bank or other nominee
confirming beneficial ownership of the shares.

Quorum and Voting Requirements

Quorum

Our bylaws provide that the presence, in person or by proxy, of the holders of a majority of the outstanding shares of common stock shall
constitute a quorum. Holders of common stock are entitled to one vote per share. For the purpose of determining the presence of a quorum,
proxies marked �withhold authority� or �abstain� and broker non-votes will be counted as present.

Voting Requirements

Proposal 1�Issuance of Shares of CytRx Common Stock in the Merger

Nasdaq rules require stockholder approval of the issuance of the shares of CytRx common stock under the merger agreement. That approval
requires the affirmative vote of a majority of the votes cast at the Annual Meeting, provided that a quorum is present. Although considered
present and entitled to vote at the Annual Meeting, abstentions and broker non-votes will not be counted as votes cast and, therefore, will have
no effect on the adoption of this proposal.

If CytRx stockholders do not approve the issuance of the shares under the merger agreement, CytRx may still elect to proceed with and close the
merger if the CytRx board of directors determines that it is in the best interests of CytRx and its stockholders to proceed with the merger and:

� CytRx common stock is no longer listed on the Nasdaq National Market or the Nasdaq SmallCap Market at such time,

� CytRx common stock no longer qualifies for listing on either the Nasdaq National Market or the Nasdaq SmallCap Market at
such time, and CytRx believes its common stock will be delisted, or

� CytRx�s board of directors otherwise has reasonable justification to proceed with the merger.

Effective on May 28, 2002, our common stock was transferred from the Nasdaq National Market to the Nasdaq SmallCap Market. See
�Information Regarding CytRx�Market for Registrant�s Common Equity and Related Stockholder Matters� on page 49. If our common stock is no
longer listed on either the Nasdaq National Market or the Nasdaq SmallCap Market, an active trading market for our common stock may no
longer exist. In such a case, our common stock may qualify for listing on the OTC Bulletin Board, assuming we meet the listing requirements for
the OTC Bulletin Board and a market maker applies to quote our common stock on the OTC Bulletin Board.
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Proposal 2�Amendment of CytRx�s Certificate of Incorporation

Approval of the amendment to CytRx�s certificate of incorporation requires the affirmative vote of a majority of the outstanding common stock
entitled to vote on the amendment. Abstentions and broker non-votes will have the effect of a vote �against� this proposal.

Proposal 3�Election of Two Class II Directors

Approval of the election of two Class II directors requires the affirmative vote of a plurality of the votes cast at the Annual Meeting, provided a
quorum is present. Votes that are withheld will be excluded entirely from the vote and will have no effect on the adoption of this proposal.
Abstentions and broker non-votes also will have no effect on the adoption of this proposal since approval by a percentage of the shares present
or outstanding is not required.

If the merger closes, Jack J. Luchese will resign as a director of CytRx, the size of the board will be increased to seven members, and Steven A.
Kriegsman, Louis J. Ignarro, Ph.D. and Joseph Rubinfeld, Ph.D. will be appointed as directors to fill the vacancies. See �CytRx
Management�Global Genomics Capital Designees� on page 58.

Proposal 4�Amendments to the 2000 Long-Term Incentive Plan

Approval of the amendments to the CytRx Corporation 2000 Long-Term Incentive Plan requires the affirmative vote of a majority of the votes
cast at the Annual Meeting, provided a quorum is present. Although considered present and entitled to vote at the Annual Meeting, abstentions
and broker non-votes will not be counted as votes cast and, therefore, will have no effect on the adoption of this proposal.

Proposal 5�Ratification of Ernst & Young LLP as Auditors

Ratification of the selection of Ernst & Young LLP as CytRx�s independent auditors for the fiscal year ending December 31, 2002 requires the
affirmative vote of a majority of the votes cast at the Annual Meeting, provided that a quorum is present. Although considered present and
entitled to vote at the Annual Meeting, abstentions and broker non-votes will not be counted as votes cast and, therefore, will have no effect on
the adoption of this proposal.

Solicitation of Proxies; Expenses

In addition to solicitation by mail, the directors, officers and employees of CytRx may solicit proxies from CytRx stockholders by telephone,
facsimile, e-mail or in person. CytRx has engaged Georgeson Shareholder Communications, Inc. to distribute proxy materials to brokers and
banks for distribution to beneficial owners of CytRx common stock and to solicit proxies from brokerage firms, banks and institutional holders
of shares. CytRx will pay Georgeson Shareholder Communications a fee of approximately $6,000 plus reimbursement of expenses for its
services.

Board Recommendation

After careful consideration, the CytRx board of directors has determined that the merger is fair to, and in the best interests of, CytRx and its
stockholders. Accordingly, the CytRx board of directors approved the merger agreement and the merger and recommends that CytRx
stockholders vote for approval of the issuance of the shares of CytRx common stock in the merger. In considering the recommendation of the
CytRx board of directors, CytRx stockholders should be aware that CytRx directors and executive officers have interests in the merger that may
be different from, or in addition to, the interests of the CytRx stockholders. See �The Merger�Interests of Executive Officers and Directors� on page
18.
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The CytRx board of directors also recommends a vote �for�

� the approval of the amendment to CytRx�s certificate of incorporation,

� the nominees for election as Class II directors,

� the approval of the amendments to the CytRx Corporation 2000 Long-Term Incentive Plan, and

� the ratification of Ernst & Young LLP as CytRx�s independent auditors for the fiscal year ending December 31, 2002.

The matters to be considered at the Annual Meeting are of great importance to CytRx. Accordingly, CytRx stockholders are urged to read and
carefully consider the information presented in this proxy statement and to complete, date, sign and promptly return the enclosed proxy in the
enclosed postage-paid envelope.
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PROPOSAL 1

THE MERGER

Background of the Merger

The terms of the merger agreement are the result of arm�s-length negotiations between representatives of CytRx and Global Genomics Capital.
The following is a brief discussion of the background of these negotiations, the merger and related transactions.

Since January 1, 2001, Cappello Capital Corp. has been engaged as CytRx�s exclusive financial advisor. The firm was engaged for the purpose of
rendering corporate finance advisory services for the following types of transactions: a private placement, a strategic alliance, sale or merger of
the company, a divestiture, recapitalization or an acquisition.

Beginning in January 2001, Cappello Capital engaged in numerous discussions and meetings with equity sources, including private equity funds
and accredited individual investors, about partnering with other investment banks/equity sources in the biotechnology arena. Subsequent
meetings with CytRx and these sources produced term sheets and early stage due diligence efforts, but ultimately did not generate an investment
in CytRx.

During the course of 2001, Cappello Capital also introduced several private merger and/or acquisition candidates to CytRx. These included a
private manufacturer of medical products and devices, a private acquiror of mature revenue generating pharmaceutical products, a private
developer of a neurological treatment in Phase I, a public early stage drug development company for autoimmune diseases and a private
acquiror/developer in the genomics field.

Cappello Capital introduced CytRx to Global Genomics Capital and Steven A. Kriegsman, the Chairman and largest shareholder of Global
Genomics Capital, and the first discussions of a potential transaction between CytRx and Global Genomics Capital were held in late October
2001.

On November 2, 2001, Cappello Capital met with Elliott J. Cody, the Chief Financial Officer of Global Genomics Capital, in Los Angeles to
share corporate profiles and selected financial information. Cappello Capital subsequently sent Global Genomics Capital�s business plan and
financial data to CytRx for review. On November 15, 2001, Cappello Capital, CytRx and Global Genomics Capital had a conference call to
discuss shared materials. Numerous discussions were held as well as several conference calls between the parties during the next two weeks.
This led to an in-person meeting between the senior management of the two companies and Cappello Capital, which took place in Los Angeles
on November 30, 2001.

On December 4, 2001, CytRx�s board of directors met by teleconference primarily to approve a license of CytRx�s TranzFect technology to Vical,
Incorporated. Mr. Luchese also reported to the board about the meeting with Global Genomics Capital in Los Angeles and asked for and
obtained approval to proceed with discussions and due diligence activities on this merger opportunity.

On December 5, 2001, CytRx and Global Genomics Capital signed a non-binding term sheet describing the basic framework of a potential
merger.

On December 18, 2001, representatives of CytRx, Global Genomics Capital and Blizzard Genomics, Inc., a corporation in which Global
Genomics Capital holds an approximate 40% interest (and which is Global Genomics Capital�s primary asset), met at the offices of Blizzard
Genomics in Minneapolis, Minnesota for the purpose of reviewing products and technology being developed by Blizzard Genomics.

On December 19, 2001, CytRx�s board of directors met by teleconference to discuss the meeting with Global Genomics Capital and Blizzard
Genomics in Minneapolis. Mr. Luchese described the relationship
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between Blizzard Genomics and Global Genomics Capital and CytRx�s recent discussions with Global Genomics Capital regarding a possible
combination with CytRx. The board also discussed the status of CytRx�s other possibilities for strategic transactions. Based upon management�s
initial positive review of the Blizzard Genomics technology, the apparent willingness of Global Genomics Capital management to proceed with
negotiations and the board�s assessment of CytRx�s financial condition, prospects and the alternatives currently available to CytRx, the board of
directors determined it to be in the best interests of CytRx and its stockholders for management to proceed with due diligence activities for a
possible combination with Global Genomics Capital.

During January 2002, representatives of CytRx and Global Genomics Capital, and their respective legal advisors, met in person and by
teleconference to negotiate the terms of a merger agreement and to carry out their respective due diligence reviews.

On January 21, 2002, CytRx engaged Sanli Pastore & Hill, Inc. to perform an analysis with respect to the proposed merger to determine if the
terms of the transaction would be fair to CytRx stockholders from a financial point of view. Sanli Pastore & Hill�s initial report was delivered to
CytRx on February 4, 2002, with a final report delivered and a presentation made by Sanli Pastore & Hill to the CytRx board of directors on
February 8, 2002.

On February 8, 2002, CytRx�s board of directors held a meeting to consider the proposed merger. At this meeting, and prior to the vote by the
board, Mr. Kriegsman gave a presentation on Global Genomics Capital and the board engaged in an extensive discussion with Mr. Kriegsman
concerning his business experience and plans for the combined company should the proposed merger be approved. The board also discussed
with Mr. Kriegsman his proposal for Global Genomics Capital�s appointees for the post-merger CytRx board of directors. Mr. Kriegsman left the
meeting after this discussion. Before CytRx�s board of directors began its deliberations, CytRx�s legal counsel discussed with the board its
fiduciary duties under Delaware law and addressed any potential conflicts of interest to the proposed transaction. After this discussion, it was
determined that Mr. Cappello would abstain from the final vote. Sanli Pastore & Hill then made a presentation and delivered its opinion
regarding the fairness of the proposed merger to the CytRx stockholders from a financial perspective. The board of directors considered the
fairness opinion delivered by Sanli Pastore & Hill and discussed the opinion with representatives of Sanli Pastore & Hill by teleconference. The
board also reviewed the history of CytRx�s attempts to obtain licensing and strategic partnerships over the past year and discussed alternatives
reasonably available to CytRx at that time. The board also discussed the results of the business and legal diligence conducted by CytRx on
Global Genomics Capital and Blizzard Genomics, Inc. After careful consideration of all of the above, the board of directors determined that it
was in the best interests of CytRx and its stockholders to approve the merger agreement and the merger.

In connection with various discussions with the Nasdaq Stock Market between February 20, 2002 and May 10, 2002 regarding Nasdaq treatment
of the merger under Nasdaq�s listing requirements, representatives of CytRx and Global Genomics Capital, and their respective legal advisors,
met by teleconference to negotiate certain amendments to the merger agreement and the employment agreement between CytRx and Steven A.
Kriegsman, both of which were executed on May 22, 2002. See �The Merger Agreement� below. During the same time period, representatives of
CytRx and Global Genomics Capital, and their respective legal advisors, discussed via teleconference the conversion or repayment, prior to the
effective time of the merger, of certain promissory notes made by Global Genomics Capital. See Note 8 to the Global Genomics Capital
financial statements included in this proxy statement.

CytRx Reasons for the Merger

CytRx�s primary development efforts for the past few years have been with respect to its FLOCOR and TranzFect technologies. Our TranzFect
technology has been licensed to two corporate partners, Merck and Vical,
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and is essentially fully licensed in most significant areas of use. Future benefits to CytRx are both medium-term and long-term and include
potential milestone payments and future royalties on sales. FLOCOR has potential opportunity in a number of areas but CytRx lacks the capital
to move forward with any major development effort. Our development efforts with FLOCOR with respect to sickle cell disease are primarily
dependent upon the approval of two government grants, one for Acute Chest Syndrome and the other for Vaso-Occlusive Crisis. Requests for
grants have been filed and CytRx is awaiting funding decisions on these grants before any further development work continues. We cannot
assure you that we will be awarded any of these grants. If neither grant is awarded to CytRx, or if the grants are awarded to CytRx but the
amounts of such grants are insufficient to complete the required testing and development efforts, further sickle cell development efforts may be
ceased unless and until CytRx receives additional capital and corporate sponsorship. All development efforts of FLOCOR outside of the sickle
cell disease area are dependent on both infusions of more capital and corporate sponsorship.

Due to the financial condition and operational status of CytRx, for more than two years CytRx has been seeking to raise additional capital or
combine with another company that may improve CytRx�s ability to raise capital and fund its operations.

The merger with Global Genomics Capital offers CytRx an opportunity to enter the field of genomics through Global Genomics Capital�s 40%
equity ownership of Blizzard Genomics. Blizzard Genomics has a technology that allows for cheaper, faster and more portable analysis of DNA,
through the use of its own readers and DNA chips, as compared to other currently available technology. Blizzard Genomics has plans to launch
its first reader later this year with another launch of its �T-Chip� planned for next year. Global Genomics Capital also owns a small equity position
in Psynomics, Inc., a start-up genomics company.

The combined company will expand CytRx�s business model to include investments in, and the acquisition and licensing of, technologies in the
genomics field in addition to CytRx�s existing pharmaceutical and therapeutics business. Management believes that the �pharmagenomic�
combination is a growing trend in the industry as evidenced by pharmaceutical acquisitions by a number of genomics companies. After the
merger, CytRx intends to invest in or acquire new technologies and from time to time CytRx may sell such investments or the technologies it
acquires in order to strengthen its balance sheet and finance other investments, acquisitions or operations.

The addition, after the merger closes, of:

� Steven A. Kriegsman as a director and the Chief Executive Officer of CytRx, and

� Louis Ignarro, Ph.D. and Joseph Rubinfeld, Ph.D. as directors of CytRx,

provides CytRx with additional contacts and experience in the pharmaceutical and genomics fields, which may assist CytRx in developing
corporate partnerships and acquisition, investment and financing opportunities not previously available to CytRx.

The expansion of CytRx�s business into the genomics field also diversifies CytRx�s product and technology base and development opportunities
and may provide a better balance of technology risk in the future.

All of the above potential benefits may result in increased investor interest, which may help CytRx raise the capital it needs to fund the
development and commercialization efforts for its products and technologies, and to strengthen CytRx�s financial condition in the future.

For the above reasons, the CytRx board of directors recommends that the CytRx stockholders vote in favor of the issuance of the shares of
CytRx common stock in the merger.

11

Edgar Filing: CYTRX CORP - Form PREM14A

Table of Contents 22



Table of Contents

CytRx cannot assure its stockholders that the merger will have a positive impact on CytRx, its financial condition or results of operations, or the
trading price of CytRx common stock. The merger with Global Genomics Capital involves risks and assumptions made by CytRx management
and may not result in any of the benefits anticipated by CytRx and its management. In addition, the merger does not materially change the risks
associated with an investment in CytRx common stock as referenced in our annual report on Form 10-K for the year ended December 31, 2001.

Global Genomics Capital�s Reasons for the Merger

Global Genomics Capital is a holding company for investments in the genomics field. As of the date of this proxy statement, Global Genomics
Capital holds a 40% equity interest in Blizzard Genomics, Inc. and a 5% equity interest in Psynomics, Inc., both of which are genomics
companies. Global Genomics Capital management believes that the proposed merger with CytRx will result in a combined pharmaceutical and
genomics company that will be stronger and more competitive than Global Genomics Capital as a stand-alone company. In addition, the
combined company will have the advantages of being a public company with potentially improved access to capital. Global Genomics Capital
also believes that the combined company creates an opportunity for its shareholders to participate in a larger, more diversified company with
greater resources than Global Genomics Capital. Global Genomics Capital management anticipates that all of these benefits will result in the
combined company having better long-term financial prospects than Global Genomics Capital as a stand-alone company, which may provide
opportunities to enter into more favorable corporate partnerships and licensing transactions and may enhance Global Genomics Capital�s access
to additional capital in the future.

Opinion of Financial Advisor to CytRx

On January 22, 2002, CytRx engaged Sanli Pastore & Hill, Inc. to act as its financial advisor for the purpose of rendering a fairness opinion,
from a financial point of view, of the proposed merger between CytRx and Global Genomics Capital. Global Genomics Capital is a holding
company focused on start-up genome biotechnology companies. Global Genomics Capital�s primary asset is a 40% equity interest in Blizzard
Genomics, a privately held genome biotechnology company based in St. Paul, Minnesota. In addition, Global Genomics Capital owns a 5%
equity interest in Psynomics, a company involved in central nervous system and bi-polar research.

Sanli Pastore & Hill is a business valuation firm and is regularly engaged in the valuation of businesses and their securities in connection with
mergers and acquisitions, competitive bids, private placements and valuations for corporate and other purposes. Sanli Pastore & Hill is an
independent third party with no ownership interests in any of the companies involved in the proposed merger. Sanli Pastore & Hill�s fees for
rendering the fairness opinion are not contingent upon the outcome of the proposed merger. CytRx selected Sanli Pastore & Hill because of its
expertise, reputation and familiarity with CytRx and the DNA Chip industry. CytRx determined the amount of consideration it would pay in the
merger.

On February 8, 2002, Sanli Pastore & Hill participated in the meeting of the CytRx board of directors and rendered its written fairness opinion to
CytRx�s board of directors. Sanli Pastore & Hill concluded that, as of such date and based upon and subject to certain matters stated in the
fairness opinion, the proposed merger was fair, from a financial point of view, to CytRx stockholders.

The following is a summary of the Sanli Pastore & Hill fairness opinion and the methodology that Sanli Pastore & Hill used to render its fairness
opinion. Sanli Pastore & Hill has consented to the reference to and description of its opinion in connection with this proxy statement.

Sanli Pastore & Hill�s advisory services and opinion were provided for the information and assistance of CytRx�s board of directors in connection
with the proposed merger between CytRx and Global Genomics Capital. The Sanli Pastore & Hill opinion is not intended to be and does not
constitute a recommendation to any
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stockholder of CytRx as to how such stockholder should vote on the issuance of shares in the proposed merger. Sanli Pastore & Hill was not
requested to opine as to, and Sanli Pastore & Hill�s opinion does not address, CytRx�s underlying business decision to proceed with the proposed
merger. In addition, Sanli Pastore & Hill was not requested to opine as to, and the Sanli Pastore & Hill opinion does not address, the prices at
which the shares of common stock of CytRx will trade following the consummation of the proposed merger.

In arriving at its opinion, Sanli Pastore & Hill, among other things:

� Reviewed CytRx�s Corporate Overview presentation dated September 21, 2001;

� Reviewed CytRx�s Non-confidential Portfolio Overview of Key Technologies dated May 2000;

� Reviewed CytRx�s U.S. corporation income tax returns for the years ended December 31, 1996 through 2000;

� Reviewed CytRx�s Annual Reports for the years ended December 31, 1996 through 2000;

� Reviewed CytRx�s U.S. growth projections from 2002 to 2011;

� Reviewed CytRx�s public filings with the SEC, including reports on Forms 10-K, 10-Q and 8-K;

� Reviewed CytRx�s license agreements;

� Reviewed the historical market prices and trading volumes of the common stock of CytRx;

� Engaged in conference calls with Jack J. Luchese, President, Chief Executive Officer and a director of CytRx, to discuss
CytRx�s operations, historical financial statements, and future prospects;

� Engaged in conference calls with Mark W. Reynolds, Vice President, Finance and Secretary of CytRx, to discuss CytRx�s
operations, historical financial statements, and future prospects;

� Interviewed Steven A. Kriegsman, Chairman of the Board and a director of Global Genomics Capital, to discuss Global
Genomics Capital�s operations, historical financial statements, and future prospects;

� Interviewed and engaged in conference calls with Elliott J. Cody, Chief Financial Officer of Global Genomics Capital, to
discuss Global Genomics Capital�s operations, historical financial statements, and future prospects;

� Engaged in a conference call with Leonard P. Ruiz, Jr., President, Chief Operating Officer and a director of Global Genomics
Capital, to discuss Global Genomics Capital�s operations, historical financial statements, and future prospects;

� Engaged in conference calls with James V. Adam, President of Blizzard Genomics, to discuss Blizzard Genomics� operations,
historical financial statements, and future prospects;

� Engaged in conference calls with Martin Blumenfeld, Ph.D., Chief Executive Officer of Blizzard Genomics, to discuss the
merits of Blizzard Genomics� technology and to assist in Sanli Pastore & Hill�s competitive and industry analyses;

� Reviewed publicly available financial data and stock market performance data of public companies that Sanli Pastore & Hill
deemed generally comparable to CytRx, Global Genomics Capital and Blizzard Genomics;

� Reviewed Business Overview for Global Genomics Capital, Inc. provided by Global Genomics Capital;

� Reviewed and analyzed Blizzard Genomics� projected income statements, balance sheets and tatements of cash flow for the
years 2001 to 2006. These projections were performed by James V. Adam, President of Blizzard Genomics;
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� Reviewed List of Shareholders, Blizzard Genomics, dated January 18, 2002;

� Reviewed Blizzard Genomics� 2000 U.S. corporation income tax return;

� Reviewed the articles of incorporation and internally prepared documents of Blizzard Genomics and Global Genomics Capital;

� Reviewed Blizzard Genomics� internally prepared balance sheet as of December 31, 2001 and internally prepared income
statement for the twelve months ending December 31, 2001;

� Reviewed Blizzard Genomics� DNA Chip Reader Project History;

� Reviewed various patents and patent applications filed by Martin Blumenfeld, Ph.D. and others. It is Sanli Pastore & Hill�s
understanding that those patents and patent applications are the property of Mr. Blumenfeld and the University of Minnesota.
However, the patents and patent applications have been exclusively licensed to Blizzard Genomics;

� Reviewed Office Lease between Great Lakes REIT, L.P., Landlord, and Blizzard Genomics, Inc., Tenant;

� Reviewed various consulting agreements between Blizzard Genomics and outside consultants;

� Reviewed Stock Option Plan of Blizzard Genomics;

� Reviewed and analyzed Global Genomics Capital�s unaudited income statements for 2001 and projected income statements for
the years 2002 to 2006;

� Reviewed and analyzed Global Genomics Capital�s unaudited income statements, balance sheets and statements of cash flow
for the year ended December 31, 2000 and the eleven months ended November 30, 2001;

� Reviewed and analyzed comparable private transactions in various databases, including Done Deals, Mergerstat, Pratt Stats,
and Hambrecht & Quist;

� Reviewed and analyzed publicly available financial data and stock market performance data for companies engaged in DNA
analysis and/or DNA chip technology;

� Reviewed and analyzed the following securities analysts� reports:

� Standard & Poor�s analyst report on CytRx, dated January 26, 2002;

� Ford Investor Services, Inc.�s industry value graphs, including data for CytRx, dated January 25, 2002;

� RBC Capital Markets analyst report on Affymetrix, Inc., dated December 24, 2001;

� Robertson Stephens analyst report on Affymetrix, Inc., dated December 24, 2001;

� RBC Capital Markets analyst report on Affymetrix, Inc., dated December 10, 2001;

� Thomas Weisel Partners analyst report on Affymetrix, Inc., dated November 28, 2001;

� Robertson Stephens analyst report on Affymetrix, Inc., dated November 14, 2001;

� Robertson Stephens analyst report on Celera Genomics Group, dated December 20, 2001;

� Robertson Stephens analyst report on Celera Genomics Group, dated December 14, 2001;

� UBS Warburg analyst report on Celera Genomics Group, dated December 13, 2001;

� Morgan Stanley analyst report on Celera Genomics Group, dated December 13, 2001;

� RBC Capital Markets analyst report on Celera Genomics Group, dated December 13, 2001;

� Baird analyst report on Gene Logic, Inc., dated January 2, 2002;
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� RBC Capital Markets analyst report on Gene Logic, Inc., dated December 31, 2001;

� Robertson Stephens analyst report on Gene Logic, Inc., dated December 31, 2001;

� Baird analyst report on Gene Logic, Inc., dated December 19, 2001;

� Lehman Brothers analyst report on Human Genome Sciences, dated December 11, 2001;

� Thomas Weisel Partners analyst report on Human Genome Sciences, dated December 10, 2001;

� Robertson Stephens analyst report on Human Genome Sciences, dated December 10, 2001;

� US Bancorp Piper Jaffray analyst report on Human Genome Sciences, dated December 10, 2001;

� Wells Fargo Van Kasper analyst report on Incyte Genomics, Inc., dated December 24, 2001;

� Wells Fargo Van Kasper analyst report on Incyte Genomics, Inc., dated November 27, 2001;

� Deutsche Banc Alex Brown analyst report on Incyte Genomics, Inc., dated November 27, 2001;

� Dain Rauscher Wessels analyst report on Incyte Genomics, Inc., dated September 17, 2001;

� UBS Warburg analyst report on Sequenom Inc., dated November 20, 2001;

� Robertson Stephens analyst report on Sequenom Inc., dated November 1, 2001;

� Robertson Stephens analyst report on Sequenom Inc., dated October 25, 2001;

� Conducted competitive analyses, industry analyses, economic and market analyses.

In addition, Sanli Pastore & Hill conducted other studies, analyses, inquiries, and investigations as Sanli Pastore & Hill deemed appropriate.

In arriving at its opinion, Sanli Pastore & Hill assumed and relied upon the accuracy and completeness of the financial and other information
used by it without assuming any responsibility for independent verification of such information and further relied upon the assurances of
management of CytRx, Global Genomics Capital and Blizzard Genomics that they were not aware of any facts or circumstances that would
make such information inaccurate or misleading. With respect to the projections of CytRx, Global Genomics Capital and Blizzard Genomics,
Sanli Pastore & Hill assumed that such projections were reasonably prepared on a basis reflecting the best currently available estimates and
judgments of the respective management of CytRx, Global Genomics Capital and Blizzard Genomics as to the future financial performance of
those respective entities.

In arriving at its opinion, Sanli Pastore & Hill did not perform or obtain any valuations or appraisals of the assets or liabilities of CytRx, Global
Genomics Capital or Blizzard Genomics. The Sanli Pastore & Hill opinion was necessarily based upon market, economic and other conditions as
they existed on, and could be evaluated as of, the date of such opinion.

In connection with rendering its opinion, Sanli Pastore & Hill performed certain financial, comparative and other analyses as described below. In
arriving at its opinion, Sanli Pastore & Hill calculated a specific range of values for Global Genomics Capital that would be considered fair from
a financial point of view to the stockholders of CytRx. Sanli Pastore & Hill made a determination of the fairness of the proposed merger on the
basis of financial and comparative analyses as well as the research and analyses summarized above. The preparation of a fairness opinion
involves various determinations as to the most appropriate and relevant methods of financial and comparative analysis and the application of
those methods to the particular circumstances, and therefore, such an opinion is not readily susceptible to summary description. Furthermore, in
arriving at its
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opinion, Sanli Pastore & Hill did not attribute any particular weight to any analysis or factor considered by it, but rather made qualitative
judgments as to the significance and relevance of each analysis and factor. Accordingly, Sanli Pastore & Hill believes that its analyses must be
considered as a whole and that considering any portion of such analyses and factors without considering all analyses and factors as a whole,
could create a misleading or incomplete view of the process underlying its opinion. In its analyses, Sanli Pastore & Hill made numerous
assumptions with respect to industry performance, general business and economic conditions and other matters, many of which are beyond the
control of CytRx, Global Genomics Capital and Blizzard Genomics. CytRx, Global Genomics Capital, Blizzard Genomics and Sanli Pastore &
Hill do not assume responsibility if future results are materially different from those discussed. Any estimates contained in these analyses were
not necessarily indicative of actual values or predictive of future results or value, which may be significantly more or less favorable than as set
forth therein. In addition, analyses relating to the value of businesses do not purport to be appraisals or to reflect the prices at which businesses
actually may be sold.

The following is a summary of the material financial analyses used by Sanli Pastore & Hill in connection with providing its opinion to CytRx�s
board of directors.

Merger Terms

Upon consummation of the proposed merger, a total of 9,962,881 shares of CytRx common stock, or an approximate 36% equity interest in
CytRx on a fully diluted basis, will be (1) issued to Global Genomics Capital�s common shareholders and (2) issuable upon the exercise of
Global Genomics Capital�s warrants that are assumed by CytRx in the merger. This results in Global Genomics Capital common shareholders
and warrant holders receiving consideration of $6,475,873, assuming a stock price equal to $0.65 per share (9,962,881 common shares
multiplied by a share price of $0.65), which was the closing price of the CytRx common stock on February 6, 2002. The $0.65 share price is for
illustrative purposes only. CytRx and Sanli Pastore & Hill cannot guarantee that CytRx�s common stock will be trading at $0.65 per share when it
is issued to Global Genomics Capital�s common shareholders. The share price of CytRx stock is influenced by industry performance, general
business and economic conditions, and other matters, many of which are beyond the control of CytRx.

Comparable Company Analysis

In order to assess how the public market values shares of publicly traded companies that are similar to Global Genomics Capital, Sanli Pastore &
Hill reviewed and compared specific financial and operating data relating to Blizzard Genomics with selected companies that Sanli Pastore &
Hill deemed comparable to the Blizzard Genomics business, including Affymetrix, Inc., Celera Genomics Group, Gene Logic, Inc., Human
Genome Sciences, Incyte Genomics, and Sequenom Inc. Sanli Pastore & Hill used data from companies comparable to Blizzard Genomics
because Global Genomics Capital has no revenues and its primary asset is its 40% interest in Blizzard Genomics. Using publicly available
information, Sanli Pastore & Hill calculated and analyzed each comparable company�s current stock price to its historical and projected revenue
per share (commonly referred to as a price to revenue ratio). The price to revenue ratio was the only comparable company valuation method
analyzed since Blizzard Genomics did not project positive cash flow, net income, earnings before interest and taxes, commonly referred to as
EBIT, or earnings before interest, taxes, depreciation, and amortization, commonly referred to as EBITDA, for 2002. Per various analyst reports
mentioned above, the comparable companies� revenue multiples ranged from 5.0x to 15.0x based upon projected 2002 revenues. The following
chart presents Sanli Pastore & Hill�s revenue multiple analysis and results with respect to the 40% interest in Blizzard Genomics held by Global
Genomics Capital:

6.2x Multiple 7.8x Multiple 9.5x Multiple

Indicated Fair Value (Rounded) $ 11,622,000 $ 15,267,000 $ 19,449,000

Furthermore to analyze the potential dilutive effects that derivative securities could have on Global Genomics Capital�s ownership in Blizzard
Genomics, Sanli Pastore & Hill performed another analysis assuming
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all of Blizzard Genomics� stock options and warrants were exercised as of February 8, 2002. Note that as of February 8, 2002, Blizzard
Genomics had outstanding options and warrants to purchase 1,153,500 shares. However, Blizzard Genomics� stock options and warrants cannot
be exercised all at once due to vesting and strike price requirements. Per the various analyst reports noted above, comparable companies� revenue
multiples ranged from 5.0x to 15.0x based upon projected 2002 revenues. The following chart presents Sanli Pastore & Hill�s revenue multiple
analysis and results with respect to the interest in Blizzard Genomics held by Global Genomics Capital under this assumption:

6.2x Multiple 7.8x Multiple 9.5x Multiple

Indicated Fair Value (Rounded) $ 7,717,000 $ 10,405,000 $ 13,490,000

Because of the inherent differences between the business, operations and prospects of Blizzard Genomics and the business, operations and
prospects of the companies included in the comparable companies, Sanli Pastore & Hill believed that it was inappropriate to, and therefore did
not, rely solely on the quantitative results of the comparable company analysis and accordingly also made qualitative judgments concerning
differences between the financial and operating characteristics and prospects of Blizzard Genomics and the companies included in the
comparable company analysis that would affect the public trading values of each.

Discounted Cash Flow Analysis

As part of its analysis, Sanli Pastore & Hill prepared various discounted after-tax cash flow models. The financial projections for fiscal years
2002 through 2006 were prepared by Blizzard Genomics� management. The following table sets forth the various revenue scenarios and
respective discount rates that Sanli Pastore & Hill analyzed:

After-Tax Discount Rates

Revenue Sensitivity High Median Low

100% of Blizzard Genomics� Projections 50% 45% 40%
75% of Blizzard Genomics� Projections 47% 42% 37%
50% of Blizzard Genomics� Projections 44% 39% 34%
25% of Blizzard Genomics� Projections 40% 35% 30%

Based on the various scenarios above and calculation of the respective terminal values, Sanli Pastore & Hill determined the following range of
values for the purchase price of Global Genomics Capital, which are based on its 40% interest in Blizzard Genomics:

Range of Values (Rounded)

Revenue Sensitivity Low Median High

100% of Blizzard Genomics� Projections $ 8,146,000 $ 11,129,000 $ 15,539,000
75% of Blizzard Genomics� Projections $ 6,521,000 $ 9,298,000 $ 13,574,000
50% of Blizzard Genomics� Projections $ 4,233,000 $ 6,567,000 $ 10,354,000
25% of Blizzard Genomics� Projections $ 1,250,000 $ 2,886,000 $ 5,820,000

Furthermore, to analyze the potential dilutive effects that derivative securities could have on Global Genomics Capital�s ownership in Blizzard
Genomics, Sanli Pastore & Hill performed another analysis assuming all of Blizzard Genomics� stock options and warrants were exercised as of
February 8, 2002. Note that as of February 8, 2002, Blizzard Genomics had outstanding stock options and warrants to purchase 1,153,500
shares. However, Blizzard Genomics� stock options and warrants cannot be exercised all at once due to vesting and strike price requirements.
Based on the same scenarios above and calculation of the respective terminal values,
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Sanli Pastore & Hill determined the following range of values for the purchase price of Global Genomics Capital under this assumption:

Range of Values (Rounded)

Revenue Sensitivity Low Median High

100% of Blizzard Genomics� Projections $ 5,186,000 $ 7,353,000 $ 10,570,000
75% of Blizzard Genomics� Projections $ 3,968,000 $ 5,982,000 $ 9,099,000
50% of Blizzard Genomics� Projections $ 2,261,000 $ 3,947,000 $ 6,701,000
25% of Blizzard Genomics� Projections $ 33,000 $ 1,201,000 $ 3,324,000

Financial Advisor Compensation

As compensation for its services in connection with the fairness opinion, CytRx paid Sanli Pastore & Hill a fee of approximately $51,000. In
addition, CytRx has agreed to reimburse Sanli Pastore & Hill for reasonable out-of-pocket expenses incurred in connection with its services and
to indemnify Sanli Pastore & Hill for certain liabilities that may arise out of its engagement by CytRx and the rendering of Sanli Pastore & Hill�s
opinion.

Interests of Executive Officers and Directors

In considering the recommendation of the CytRx board, you should be aware of the following interests that our executive officers and directors
have in the merger, which interests are different from and in addition to the interests of the CytRx stockholders in the merger:

� To the extent not already vested, all stock options and some warrants held by our executive officers and directors will fully
accelerate and become immediately exercisable upon the closing of the merger, regardless of whether the merger constitutes a
�change in control� under the terms of the option and the plan under which we granted such option, or under the terms of the
warrant. The table set forth below summarizes the effects of the acceleration of the options and warrants on each executive
officer and director:

Name
Number of Shares Subject
to Accelerating Options

Weighted Average
Exercise Price of

Accelerating Option

Raymond C. Carnahan, Jr. 5,836 $ 0.96
Alexander L. Cappello 6,668 0.87
Max Link 5,836 0.96
Jack J. Luchese 275,000 0.96
Herbert H. McDade, Jr. 5,836 0.96
R. Martin Emanuele 90,959 0.99
William B. Fleck 13,334 0.93
J. Michael Grindel 39,584 0.98
Mark W. Reynolds 98,959 0.99

TOTAL 542,012

� Under his employment agreement, Jack J. Luchese was entitled to a payment of $435,150 upon the execution of the merger
agreement by CytRx and Global Genomics Capital and is entitled to an additional $435,150 upon the closing of the merger. In
order to reduce the amount of cash that CytRx had to pay to Mr. Luchese, CytRx and Mr. Luchese agreed that approximately
$325,200 of the first $435,150 payment would be satisfied by CytRx granting a stock award to Mr. Luchese under the CytRx
Corporation 2000 Long-Term Incentive Plan under which CytRx would issue Mr. Luchese 558,060 shares of CytRx common
stock. As an inducement for Mr. Luchese to accept shares of stock in lieu of cash, those shares of stock were issued at a value
equal to 85% of the volume weighted average price of CytRx common stock for the 20 trading days prior to February 11, 2002.
The remainder of the first payment was paid in cash.
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� Under executive involuntary termination agreements between each executive officer of CytRx, other than Jack J. Luchese, and
CytRx, each such executive officer will be entitled to a cash payment upon his termination subsequent to the closing of the
merger. The table below sets forth the approximate amounts to which each executive officer is entitled. Prior to the date of this
proxy statement, CytRx advanced part of these amounts to Messrs. Fleck, Emanuele and Grindel. In order to reduce the amount
of cash that CytRx will have to pay to these executive officers, they have been offered, subject to certain stockholder approval,
stock awards in lieu of cash for all or any portion of the amounts set forth below that have not been previously advanced to
them. If any officer accepts the offer and the stockholders approve the amendment to the 2000 Long-Term Incentive Plan
increasing the number of shares subject to that plan, that officer will receive a stock award under which CytRx will issue him a
number of shares that when multiplied by 85% of the volume weighted average price of CytRx common stock for the 20
trading days prior to February 11, 2002, equals the amount of cash that the officer has elected to forego. As an additional
inducement for an executive officer to accept, in full or in part, this offer, CytRx has agreed to amend all outstanding options
held by such officer to allow those options to be exercised for the entire remainder of their original terms.

Name
Approximate Amount of
Termination Payment

R. Martin Emanuele $ 190,000
William B. Fleck 133,500
J. Michael Grindel 208,300
Mark W. Reynolds 145,000

TOTAL $ 676,800

� Upon the closing of the merger, CytRx will issue Cappello Capital Corp. 448,330 shares of CytRx common stock as Cappello
Capital�s fee for the services it provided in connection with the merger. Alexander L. Cappello, a director of CytRx, is
Chairman and Chief Executive Officer of Cappello Group, Inc., an affiliate of Cappello Capital Corp. Gerard K. Cappello,
brother of Alexander L. Cappello, is Chief Executive Officer and President of Cappello Capital Corp. In addition, as
contemplated in the merger agreement, Cappello Capital Corp. and CytRx have entered into an extension of their existing
agreement, which will expire on the first anniversary of the date of the extension. See �CytRx Management�Certain
Relationships and Related Transactions� on page 60.

In considering the fairness of the merger to CytRx stockholders, the CytRx board of directors took into account these interests. Alexander L.
Cappello abstained from voting on the approval of the merger agreement and the merger.

Treatment of Global Genomics Capital Common Stock and Warrants in the Merger

In the merger, 9,962,881 shares of CytRx common stock will be (1) issued to the holders of all of the outstanding share of Global Genomics
Capital common stock and (2) issuable upon the exercise of warrants to purchase shares of Global Genomics Capital stock that will convert in
the merger into warrants to purchase shares of CytRx common stock. On the date of this proxy statement, Global Genomics Capital had
11,593,076 shares of common stock outstanding and outstanding warrants to purchase 1,324,701 shares of Global Genomics Capital stock with
an exercise price of $0.01 per share. The foregoing numbers assume that certain promissory notes made by Global Genomics Capital will fully
convert into shares of Global Genomics Capital common stock immediately prior to the effective time of the merger. See Note 8 to the Global
Genomics Capital financial statements included in this proxy statement. Assuming that these numbers do not change prior to the effective time
of the merger, at the effective time of the merger, CytRx would issue an aggregate of 8,941,201 shares of
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CytRx common stock to the Global Genomics Capital shareholders and reserve 1,021,680 shares for issuance upon the exercise of the converted
warrants. The exercise price per share of the converted warrants would be $0.01 per share.

Accounting Treatment of the Merger

The merger will be accounted for as a purchase by CytRx of a group of assets of Global Genomics Capital in a transaction other than a business
combination. Because the current activities of Global Genomics Capital are focused on the development of a business, rather than the operation
of a business, and planned principal operations of Global Genomics Capital have not yet commenced, Global Genomics Capital is considered a
development-stage company. As a result, the consolidated financial statements of CytRx after the transaction will reflect the assets and liabilities
of CytRx at book value and will reflect the assets and liabilities of Global Genomics Capital based on the amount of purchase price allocated to
such assets and liabilities, which allocation will be based on the relative fair values of the assets and liabilities acquired. The allocation of the
total purchase price of the transaction to the assets and liabilities of Global Genomics Capital could result in acquired assets being valued in
excess of or less than their individual fair values. No goodwill will be recognized as a result of the merger. For presentation of the anticipated
effects of the accounting treatment on the consolidated financial position and results of operations of CytRx, unaudited pro forma combined
financial statements are included in this proxy statement.

Regulatory Approvals

Other than filings with the Securities and Exchange Commission and state securities regulators, and the filing of the certificate of merger with
the California Secretary of State, CytRx and Global Genomics Capital are not aware of any regulatory approvals that are required to be obtained
in connection with the merger.

Material United States Federal Income Tax Consequences

The following summary discusses the material federal income tax consequences of the merger. Neither CytRx nor Global Genomics Capital has
requested a ruling from the Internal Revenue Service or an opinion from counsel regarding the tax consequences of the merger and the summary
below is not based on any such ruling or opinion. The summary is based on the Internal Revenue Code of 1986, as amended, applicable U.S.
Treasury regulations under the Internal Revenue Code, administrative rulings and judicial authority, all as of the date of this proxy statement. All
of the foregoing authorities are subject to change, and any changes could affect the continuing validity of this summary. The summary assumes
that the holders of Global Genomics Capital common stock hold their shares as a capital asset. The summary does not address the tax
consequences that may be applicable to particular Global Genomics Capital shareholders in light of their individual circumstances or to Global
Genomics Capital shareholders who are subject to special tax rules, like tax-exempt organizations, dealers in securities, financial institutions,
insurance companies, non-United States persons, shareholders who acquired shares of Global Genomics Capital common stock upon the
exercise of options or otherwise as compensation or through a qualified retirement plan or as part of a straddle, hedge or conversion transaction.
In addition, this summary does not address consequences to holders of warrants, options or other rights to acquire Global Genomics Capital
common stock. Further, this summary does not address any issues related to intercompany transactions or changes in accounting methods that
may result from the merger. This summary also does not address any consequence arising under the tax laws of any state, local or foreign
jurisdiction.

If the merger qualifies as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code, then:

(1) A Global Genomics Capital shareholder will recognize no gain or loss upon the exchange of Global Genomics Capital common stock for
CytRx common stock in the merger;

(2) The tax basis of CytRx common stock to be received by Global Genomics Capital shareholders who exchange their shares of Global
Genomics Capital common stock for CytRx common
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stock in the merger will be the same as the aggregate tax basis of Global Genomics Capital common stock surrendered in the exchange;

(3) The holding period of CytRx common stock received by a Global Genomics Capital shareholder in the merger will include the holding
period of Global Genomics Capital common stock surrendered in the exchange;

(4) There will be no direct tax consequences to CytRx stockholders as a result of the merger;

(5) No gain or loss will be recognized by CytRx, Global Genomics Capital or GGC Merger Corporation; and

(6) A Global Genomics Capital shareholder will recognize gain or loss upon the receipt of cash upon the exercise of dissenters� rights equal to the
difference between the amount of cash received and the tax basis the Global Genomics Capital shareholder had in his or her shares of Global
Genomics Capital common stock.

The Global Genomics Capital shareholders receiving CytRx common stock in the merger should file a statement with their United States federal
income tax returns setting forth their adjusted tax basis in the Global Genomics Capital common stock exchanged in the merger and the fair
market value of the CytRx common stock received in the merger. In addition, Global Genomics Capital shareholders will be required to retain
records of the facts relating to the merger.

The summary above does not address the tax consequences of transactions effectuated prior or subsequent to, or concurrently with, the merger.
In addition, the discussion above does not address the tax consequences to holders of options, warrants or other rights with respect to Global
Genomics Capital stock, or shareholders of Global Genomics Capital stock who received their shares of Global Genomics Capital stock as
compensation, or persons who are deemed to own such shares outright in connection with their ownership of options, warrants or other rights
with respect to Global Genomics Capital stock with excessively low exercise prices. The foregoing discussion is intended only as a summary
and does not purport to be a complete analysis or listing of all potential federal income tax consequences of the merger. Global Genomics
Capital shareholders are urged to consult their tax advisors concerning the federal, state, local and foreign consequences of the merger to them.

Appraisal Rights

CytRx stockholders will not have appraisal rights under applicable law in connection with the merger. Under California law, each shareholder of
Global Genomics Capital entitled to vote on the merger may require Global Genomics Capital to purchase for cash at their fair market value the
shares owned by such shareholder that were not voted in favor of the merger.
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THE MERGER AGREEMENT

The following information describes material aspects of the merger agreement and related agreements. This description does not provide a
complete description of all the terms and conditions of the merger agreement and related agreements. It is qualified in its entirety by the copy of
the merger agreement, as amended, attached as Annex A to this proxy statement. The merger agreement is incorporated herein by reference. You
are urged to read Annex A in its entirety.

General

The merger agreement provides for the acquisition of Global Genomics Capital by CytRx pursuant to the merger of GGC Merger Corporation, a
wholly owned subsidiary of CytRx, with and into Global Genomics Capital. Global Genomics Capital will be the surviving corporation resulting
from the merger and will continue as a wholly owned subsidiary of CytRx. The articles of incorporation and bylaws of GGC Merger
Corporation will be the articles of incorporation and bylaws of Global Genomics Capital after the merger and the directors and officers of Global
Genomics Capital immediately prior to the effective time of the merger will continue to be the directors and officers of Global Genomics Capital
after the merger. At the effective time of the merger, Global Genomics Capital will change its name to �GGC, Inc.� and, subject to stockholder
approval, CytRx will change its name to �Global Genomics, Inc.�

At the effective time of the merger, Jack J. Luchese will be succeeded by Steven A. Kriegsman as Chief Executive Officer of CytRx. See �Other
Agreements�Kriegsman Employment Agreement.� In addition, the employment of the remaining four executive officers of CytRx will be
terminated as of the effective time of the merger and Mr. Luchese and such other executive officers will be entitled to receive termination
payments and acceleration of their stock options and warrants. See �The Merger�Interests of Executive Officers and Directors� and �CytRx
Management�Employment and Change in Control Agreements.�

The Exchange Ratio and Treatment of Global Genomics Capital Common Stock

If the merger is completed, each share of Global Genomics Capital common stock issued and outstanding immediately prior to the effective time
of the merger, other than shares held by dissenting shareholders (see �The Merger�Appraisal Rights� on page 21), will be converted into the right to
receive a number of shares of CytRx common stock equal to the exchange ratio. The exchange ratio will be calculated as of the effective time of
the merger by dividing 9,962,881 by the sum of the number of shares of Global Genomics Capital common stock issued and outstanding at the
effective time of the merger, plus the number of shares of Global Genomics Capital common stock issuable upon the exercise of any warrants or
stock options for Global Genomics Capital common stock outstanding at the effective time of the merger.

In addition, all warrants and stock options to purchase Global Genomics Capital common stock outstanding at the effective time of the merger
will be converted into and become a warrant or option to purchase CytRx common stock. The number of shares of CytRx common stock subject
to each converting warrant or option will be equal to the number of shares of Global Genomics Capital common stock subject to such warrant or
option multiplied by the exchange ratio. The per share exercise price under each such converting warrant or option will also be adjusted by
dividing the per share exercise price under such warrant or option by the exchange ratio and rounding up to the nearest cent.

As of the date of this proxy statement, the total number of shares of Global Genomics Capital common stock issued and outstanding is
11,593,076 and the total number of shares of Global Genomics Capital common stock issuable upon the exercise of any warrants or stock
options for Global Genomics Capital common stock is 1,324,701. The foregoing numbers assume that certain promissory notes made by Global
Genomics Capital will fully convert into shares of Global Genomics Capital common stock immediately prior to the effective time of the
merger. See Note 8 to the Global Genomics Capital financial statements included elsewhere in this proxy
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statement. For illustrative purposes only, if the merger were effective as of the date of this proxy statement and assuming the conversion of the
foregoing notes, the exchange ratio would be equal to 0.771254, CytRx would issue 8,941,201 shares of CytRx common stock to the Global
Genomics Capital shareholders and the Global Genomics Capital warrants would be converted into warrants to purchase 1,021,680 shares of
CytRx common stock with an exercise price of $0.01 per share.

If the accrued but unpaid liabilities of Global Genomics Capital at the effective time of the merger, excluding certain legal and auditors� fees,
exceed $5,000, the number of shares issuable by CytRx in the merger (9,962,881) will be reduced by the number of shares that, when multiplied
by $0.63755 (the average of the daily last sale prices for the shares of CytRx common stock on the Nasdaq National Market (as reported by
Bloomberg�s Financial Services) for the 20 consecutive trading days prior to February 11, 2002), equals the amount of such accrued but unpaid
liabilities. Such reduced number of shares (instead of 9,962,881) will then be used to determine the exchange ratio.

The total number of shares of CytRx common stock issued in the merger will not exceed 9,962,881, unless such number is increased as the result
of an indemnification claim against CytRx. See ��Indemnification� below. Five percent (5%) of the CytRx common stock issuable in the merger
will be held by CytRx in escrow to satisfy any indemnification claims that may be made by CytRx against Global Genomics Capital pursuant to
the merger agreement. See �Other Agreements�Escrow Agreement� below.

No Fractional Shares

No fractional shares of CytRx common stock will be issued in connection with the merger. Each fractional share less than one-half of one share
will be rounded down to the nearest whole share and each fractional share equal to or greater than one-half of one share will be rounded up to
the nearest whole share.

Effective Time of the Merger

Unless the merger agreement is terminated, the closing of the merger will take place two business days following the satisfaction or waiver of all
of the conditions to the merger provided in the merger agreement. On the closing date, a certificate of merger will be filed with the California
Secretary of State and the merger will become effective on the date and at the time specified in the certificate of merger. CytRx and Global
Genomics Capital currently anticipate that the merger will become effective in the third quarter of 2002.

We cannot assure you that the necessary shareholder approvals of the merger will be obtained or that other conditions for completion of the
merger can or will be satisfied. Either CytRx or Global Genomics Capital may terminate the merger agreement if the merger is not completed by
September 30, 2002, unless it is not completed because of a breach of the merger agreement by the party seeking termination. See �� Conditions to
Completion of the Merger� and ��Termination� below.

Exchange of Certificates

The merger agreement provides that, as soon as reasonably practicable after the merger is completed, CytRx�s transfer agent will mail to each
holder of record of shares of Global Genomics Capital common stock instructions for effecting the surrender of such holder�s share certificates in
exchange for CytRx common stock. If any Global Genomics Capital shareholder�s share certificate has been lost, stolen or destroyed, such
shareholder must submit an affidavit of loss in lieu of his/her share certificates and any other documents necessary to evidence and effect the
exchange.

CytRx will not be obligated to deliver the merger consideration to any former Global Genomics Capital shareholder until such shareholder has
surrendered such shareholder�s Global Genomics Capital share certificates or an affidavit of loss. Until surrendered for exchange, after the
effective time of the merger each certificate representing shares of Global Genomics Capital common stock, other than dissenting shares to
which statutory dissenters� rights have been perfected, will represent only the right to receive the merger consideration discussed above.
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Representations and Warranties

Global Genomics Capital, CytRx and GGC Merger Corporation have made customary representations and warranties relating to their businesses
and the merger in the merger agreement. In addition, Global Genomics Capital has made certain knowledge-based representations and
warranties with respect to the operations of Blizzard Genomics.

The representations and warranties of Global Genomics Capital are contained in Section 3.1 of the merger agreement, and the representations
and warranties of CytRx and GGC Merger Corporation are contained in Section 3.2 of the merger agreement. The merger agreement, as
amended, is attached as Annex A to this proxy statement.

Covenants Relating to the Conduct of Business

The merger agreement obligates Global Genomics Capital and CytRx to conduct their respective businesses only in the usual, regular and
ordinary course before the merger becomes effective and imposes some limitations on their respective operations. These limitations generally
include agreements by Global Genomics Capital and CytRx not to:

� Enter into any new material line of business or incur or commit to any significant capital expenditure or other obligations or
liabilities not previously disclosed;

� Declare or pay dividends on or make any other distributions in respect of their respective capital stock;

� Split, combine or reclassify any of their respective capital stock or issue or authorize the issuance of any other securities in
respect of or in substitution for shares of their respective common stock;

� Repurchase, redeem or otherwise acquire any shares, or any securities convertible into or exercisable for any shares, of their
respective capital stock;

� With some exceptions set forth in the merger agreement, including the issuance of Global Genomics Capital common stock
pursuant to the exercise of warrants and stock options outstanding as of the date of the merger agreement, issue, deliver, sell or
authorize or propose the issuance, delivery or sale of any additional shares of their respective common stock or any other
rights, warrants or options to acquire any additional shares of their respective common stock;

� Amend in any materially adverse way their respective articles or certificate of incorporation, bylaws or other governing
instruments;

� Acquire or agree to acquire by merger, consolidation or purchase of a substantial equity interest or a substantial portion of the
assets of any corporation, partnership, association or other business;

� Acquire or agree to acquire any material assets other than in the ordinary course of business;

� Sell, lease, encumber or otherwise dispose of, or agree to sell, lease, encumber or otherwise dispose of any assets (including,
with respect to Global Genomics Capital, any shares of capital stock of Blizzard Genomics owned by Global Genomics
Capital) outside the ordinary course of business, except as previously disclosed;

� Incur any indebtedness for borrowed money or guarantee any indebtedness or issue or sell any debt securities or warrants or
rights to acquire or guarantee any long-term debt securities or enter into or amend any contract or agreement with respect to the
foregoing, except in replacement of existing or maturing debt or other borrowing under existing lines of credit;

� Make any loans, advances or capital contributions to any person;

� Take any action that would, or might reasonably be expected to, result in their respective representations and warranties
becoming untrue in any material respect or any conditions to the merger not being satisfied or would adversely affect the
ability of any of the parties to obtain any required regulatory approval;
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� Make changes in accounting methods, except, with respect to CytRx, changes required by GAAP concurred on by CytRx�s
independent auditors;

� Adopt any new employee benefit plan or make any material changes to any existing employee compensation or benefit plan;

� Enter into or renew any agreement or arrangement with any director, officer or employee for compensation or benefits
contingent upon the occurrence of any of the transactions contemplated by the merger agreement;

� Make any material tax election or settle or compromise any material tax claim or liability or amend any previous tax return; or

� With respect to Global Genomics Capital, acquire any shares of CytRx common stock prior to the effective time of the merger.

Additional Agreements

As promptly as practicable after the execution of the merger agreement, Global Genomics Capital will call a shareholders meeting for the
purpose of voting on the merger and through its board of directors will recommend to its shareholders approval of the merger.

For a period of two years after the merger, CytRx will propose to its stockholders that the board of directors of CytRx consist of seven directors
composed of:

� four directors who were members of CytRx�s board of directors at any time during the three year period immediately preceding
the effective time of the merger, who initially will be Max Link, Herbert H. McDade, Jr., Raymond C. Carnahan, Jr. and
Alexander L. Cappello; and

� three directors appointed by Global Genomics Capital, who initially will be Steven A. Kriegsman, Louis Ignarro, Ph.D. and
Joseph Rubinfeld, Ph.D.

The post-merger board of directors, in its sole discretion, will appoint a Chief Executive Officer to replace Steven A. Kriegsman, who will
succeed Jack J. Luchese as Chief Executive Officer at the closing of the merger. See �Other Agreements�Kriegsman Employment Agreement.�
However, the Global Genomics Capital designated directors acting in a majority may veto up to two candidates proposed by the board during the
first year after the effective time of the merger, provided that the Global Genomics Capital designated directors have reasonable grounds for
their objection.

Promptly after the execution of the merger agreement, CytRx and Global Genomics Capital will finalize and mutually agree upon a business
plan for the combined companies, which shall be based substantially on the presentation made to the CytRx board of directors on February 8,
2002. After the effective time of the merger, the business plan may not be materially amended or deviated from without the approval of a
majority of the CytRx designated directors, if any, then serving on the CytRx board of directors.

CytRx appointed Jack J. Luchese as agent and attorney-in-fact for CytRx with full authority to represent CytRx with respect to all
indemnification matters arising under the merger agreement and the escrow agreement. See �Other Agreements�Escrow Agreement.�

CytRx and Global Genomics Capital have agreed that, after the effective time of the merger, neither party will amend the terms of any
outstanding stock options or warrants to purchase CytRx common stock without the  prior written consent of the holder of such stock option or
warrant, nor will either party take any action to withdraw the effectiveness of any registration statements effective as of the effective time of the
merger that cover the issuance or resale of CytRx common stock issuable or issued upon the exercise of outstanding options and warrants to
purchase CytRx common stock.
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Immediately prior to the execution of the merger agreement, CytRx entered into voting agreements with certain Global Genomics Capital
shareholders who collectively own approximately 85% of the issued and outstanding shares of Global Genomics Capital common stock as of the
date of this proxy statement. Under these voting agreements, the Global Genomics Capital shareholders agreed to vote all of their shares in
Global Genomics Capital in favor of the merger and against any competing proposal from a third party and have granted irrevocable proxies to
vote in favor of the merger to Jack J. Luchese and Mark W. Reynolds of CytRx. See �Other Agreements�Voting Agreements.�

Concurrently with the execution of the merger agreement, CytRx entered into the following agreements, all of which will become effective as of
the effective time of the merger:

� An employment agreement with Steven A. Kriegsman;

� Consulting agreements with each of Leonard P. Ruiz, Jr. and Elliott J. Cody;

� A letter agreement with Global Genomics Capital and Wasserman, Comden, Casselman & Pearson LLP, pursuant to which
Wasserman, Comden, Casselman & Pearson LLP has agreed to receive, promptly after the effective time of the merger,
100,000 shares of CytRx common stock in lieu of cash to satisfy all fees, expenses and costs owed to it by Global Genomics
Capital at the effective time of the merger; and

� A letter agreement with Kriegsman Capital Group, LLC regarding certain rent and other overhead expenses to be paid by
CytRx after the merger.

At the effective time of the merger, the following agreements will be entered into among the parties listed beside such agreement:

� A registration rights agreement among CytRx and the shareholders of Global Genomics Capital common stock (other than
dissenting shareholders);

� An escrow agreement among CytRx, as the escrow agent, and Dean Ader, as the Global Genomics Capital shareholder
representative; and

� An extension of the existing investment banking agreement between CytRx and Cappello Capital Corp.

Additional information about each of the agreements referenced above can be found under the heading �Other Agreements� below.

Director and Officer Indemnification and Insurance

The merger agreement provides that the articles of incorporation of Global Genomics Capital at the effective time of the merger will contain
provisions with respect to indemnification that are no less favorable than are set forth in the articles of incorporation of Global Genomics Capital
immediately prior to the effective time of the merger and such provisions shall not be amended, repealed or otherwise modified for a period of
six years after the effective time of the merger in any manner that would adversely affect individuals who at the effective time of the merger
were directors or officers of Global Genomics Capital.

In addition, for a period of six years after the merger, CytRx will cause Global Genomics Capital to indemnify the directors and officers of
Global Genomics Capital, and CytRx will indemnify the directors and officers of CytRx who held such positions immediately prior to the
effective time of the merger, on terms no less favorable than those set forth in the certificate of incorporation of CytRx as of the effective time of
the merger. The provisions of CytRx�s certificate of incorporation and bylaws with respect to indemnification of CytRx�s directors and officers
may not be amended, repealed or otherwise modified for a period of six years after the effective time of the merger in any manner that would
adversely affect individuals who at the effective time of the merger were directors or officers of Global Genomics Capital or who immediately
prior to the effective time of the merger were directors or officers of CytRx.
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The merger agreement also provides that, for three years after the completion of the merger, CytRx will maintain continuously in effect directors�
and officers� liability insurance covering the directors and officers of CytRx who were directors and officers immediately prior to the effective
time of the merger. The terms of such coverage in the aggregate will not be less favorable than the more favorable of the terms of CytRx�s
current insurance coverage and the directors� and officers� liability insurance provided by CytRx after the effective time of the merger to directors
and officers of CytRx who were not in such positions prior to the effective time of the merger. If at any time prior to the expiration of the
three-year period CytRx elects to change its insurance carrier with respect to its directors� and officers� liability insurance, CytRx will be obligated
to purchase tail insurance.

CytRx expects to purchase a six year tail coverage directors� and officers� liability policy to cover the individuals who are CytRx directors and
officers at the effective time of the merger.

Indemnification

Each of CytRx and Global Genomics Capital will indemnify the other for any claims, losses or liabilities by reason of or resulting from such
party�s breach of any representation, warranty, covenant or agreement of such party contained in the merger agreement or any certificate
delivered pursuant thereto. In addition, Global Genomics Capital will indemnify CytRx for any claims, losses or liabilities by reason of or
resulting from Global Genomics Capital�s termination of certain stock options prior to the closing of the merger.

Subject to limited exceptions specified in the merger agreement, the representations, warranties and covenants of the parties survive the closing
of the merger until the first anniversary of the effective time of the merger. Any claim based on fraud in connection with the merger agreement
or the merger must be brought before the second anniversary of the effective time of the merger.

No party may make a claim for indemnification until the total of all indemnifiable losses exceeds $25,000 and then such party may make a claim
for the entire amount of all indemnifiable losses incurred by such party. In addition, the maximum amount for which either party may be
obligated to indemnify the other is equal to the value of 5% of the CytRx common stock issued in the merger.

Although indemnification claims may be delivered at any time prior to the applicable expiration date, neither party may recover any damages
until the first business day after the first anniversary of the effective time of the merger, or, if any indemnification claim is pending at such time,
the first business day after final resolution of all pending indemnification claims. At such time, the amount of damages recoverable by each party
pursuant to resolved indemnification claims will be aggregated and the party with the greater recoverable amount will be entitled to receive the
amount by which such party�s recoverable amount exceeds the other party�s recoverable amount.

If CytRx has a greater recoverable amount, CytRx will cancel a number of shares of CytRx common stock issued in the merger and included in
the escrow that, when multiplied by $0.63755 (the average of the daily last sale prices for the shares of CytRx common stock on the Nasdaq
National Market for the 20 consecutive trading days prior to February 11, 2002), equals the amount by which CytRx�s recoverable amount
exceeds Global Genomics Capital�s recoverable amount. All fractional shares of CytRx common stock will be rounded up to the nearest whole
share.

If Global Genomics Capital has a greater recoverable amount, CytRx will issue a number of additional shares of CytRx common stock equal to
the quotient of the amount by which Global Genomics Capital�s recoverable amount exceeds CytRx�s recoverable amount divided by $0.63755
(the average of the daily last sale prices for the shares of CytRx common stock on the Nasdaq National Market for the 20 consecutive trading
days prior to February 11, 2002). All fractional shares of CytRx common stock will be rounded up to the nearest whole share.
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Indemnification under the merger agreement is the sole and exclusive remedy of the parties for any claim, loss or liability arising under the
merger agreement, except for equitable remedies and claims relating to actual fraud.

Conditions to Completion of the Merger

CytRx, GGC Merger Corporation and Global Genomics Capital are required to complete the merger only after the satisfaction of specified
conditions. These conditions, among others, include:

� The holders of CytRx common stock must approve the issuance of shares of CytRx common stock in the merger;

� All consents of, filings and registrations with, and notifications to all regulatory authorities that are necessary for the
consummation of the merger shall have been filed, occurred or obtained and all waiting periods required by law shall have
expired;

� The absence of any law or order or any action taken by any court, governmental or regulatory authority of competent
jurisdiction prohibiting or restricting the merger or making it illegal;

� The representations and warranties of the other parties to the merger agreement as set forth in the merger agreement must be
accurate in all material respects as of the date of the merger agreement and as of the date the merger becomes effective; and

� The other parties to the merger agreement must perform all agreements and comply with all covenants set forth in the merger
agreement.

In addition, CytRx is not required to complete the merger unless the following additional conditions are satisfied, or are waived by CytRx:

� The number of shares of Global Genomics Capital dissenting to the merger must equal less than 5% of all shares of Global
Genomics Capital outstanding immediately prior to the effective time of the merger;

� Certain promissory notes made by Global Genomics Capital must be fully converted into shares of Global Genomics Capital
common stock or repaid in full;

� Global Genomics Capital must receive all other consents that may be required to complete the merger or to prevent any default
under or breach of any contract of Global Genomics Capital that would reasonably be expected to have, individually or in the
aggregate, a material adverse effect on Global Genomics Capital;

� The absence of any action taken, or any statute, rule, regulation or order enacted or enforced by any regulatory authority in
connection with the grant of any required regulatory approval that imposes any requirement on CytRx or Global Genomics
Capital that would materially adversely impact the economic or business benefits of the merger as to render uneconomic the
consummation of the merger, or would require CytRx to dispose of any asset that is material to CytRx prior to the effective
time of the merger;

� The absence of any events, facts or circumstances arising after the execution of the merger agreement that, individually or in
the aggregate, could reasonably be expected to have a material adverse effect on CytRx or Global Genomics Capital;

� All proceedings to be taken by Global Genomics Capital in connection with the transactions contemplated by the merger
agreement and all documents incidental to such proceedings must be reasonably satisfactory in form and substance to CytRx;

� The absence of any action, suit or proceeding seeking to restrain or prohibit the consummation of the merger or to obtain from
CytRx, GGC Merger Corporation or Global Genomics Capital any damages that would result in a material adverse effect; and
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� CytRx must have received the following:

� an escrow agreement executed by Dean Ader, as the Global Genomics Capital shareholder representative;

� a closing liabilities certificate;

� a legal opinion of outside counsel to Global Genomics Capital; and

� a copy of the business plan for the combined company.

Additionally, Global Genomics Capital is not required to complete the merger unless Global Genomics Capital receives a legal opinion of
outside counsel to CytRx.

Except for shareholder approval and certain legal or regulatory requirements, these conditions may be waived by the beneficiary of such
conditions, including in the case of CytRx, after stockholder approval.

CytRx cannot assure you as to when or if all of the conditions to the merger can or will be satisfied or waived by the party permitted to do so. If
the merger is not effected on or before September 30, 2002, CytRx or Global Genomics Capital may terminate the merger agreement and
abandon the merger, unless it is not completed because of a breach of the merger agreement by the party seeking termination. See ��Termination�
below.

Termination

CytRx and/or Global Genomics Capital may terminate the merger agreement, whether before or after the CytRx stockholders have approved the
issuance of the shares of CytRx common stock in the merger or the Global Genomics Capital shareholders have approved the merger, upon the
occurrence of a number of events, including the following:

� by the mutual written consent of CytRx and Global Genomics Capital;

� by either CytRx or Global Genomics Capital if the other party materially breaches any representation, warranty or covenant in
the merger agreement or any representation or warranty of the other party shall have become untrue such that the conditions to
the merger would be incapable of being satisfied by September 30, 2002;

� by either CytRx or Global Genomics Capital if any consent of any regulatory authority required to complete the merger or the
other transactions contemplated by the merger agreement has been denied by final nonappealable action, or if any action taken
by such authority is not appealed within the time limit for appeal;

� by either CytRx or Global Genomics Capital if any injunction or action by any regulatory authority permanently restraining,
enjoining or otherwise preventing the completion of the merger becomes final and nonappealable;

� by either CytRx or Global Genomics Capital if CytRx stockholders do not approve the issuance of the shares of CytRx
common stock in the merger at the Annual Meeting of CytRx stockholders; or

� by either CytRx or Global Genomics Capital if the merger is not completed by September 30, 2002, unless the merger is not
completed because of a breach of the merger agreement by the party seeking termination.

Expenses

Each party under the merger agreement will pay its own expenses in connection with the merger, except that CytRx will pay up to $25,000 of
the expenses incurred by Global Genomics Capital for any audit required to be conducted to prepare the Global Genomics Capital financial
statements included in this proxy statement and
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CytRx will issue 100,000 shares of its common stock to Wasserman, Comden, Casselman & Pearson LLP in satisfaction of all legal fees due to
such firm from Global Genomics Capital. See �Other Agreements�Letter Agreements.�

Waiver and Amendment

Prior to the effective time of the merger, the merger agreement may be amended by a subsequent writing signed by each party without
shareholder approval, whether before or after the CytRx stockholders have approved the issuance of the shares of CytRx common stock in the
merger or the Global Genomics Capital shareholders have approved the merger, so long as the amendment does not adversely affect the holders
of CytRx common stock with respect to the manner or basis in which shares of Global Genomics Capital common stock will be exchanged for
shares of CytRx common stock nor materially reduces or modifies the consideration to be received by the holders of Global Genomics Capital
common stock.

In addition, prior to the effective time of the merger, a party may, upon authorization of its board of directors, extend the time for performance of
any obligation of the other parties or waive any default in the performance of any covenants or conditions or inaccuracies in the representations
or warranties contained in the merger agreement with respect to the other parties. All waivers must be in writing and signed by the waiving
party.

After the effective time of the merger, CytRx may not amend the merger agreement or take any action inconsistent with the merger agreement or
extend the performance of any obligations of the other parties or waive any default in the performance of any covenants or conditions or
inaccuracies in the representations or warranties contained in the merger agreement with respect to the other parties, unless a majority of the
pre-merger CytRx directors then serving on the CytRx board of directors approves the amendment or action in advance.

30

Edgar Filing: CYTRX CORP - Form PREM14A

Table of Contents 42



Table of Contents

OTHER AGREEMENTS

Kriegsman Employment Agreement

Concurrently with the execution of the merger agreement, CytRx entered into an employment agreement with Steven A. Kriegsman for the
position of Chief Executive Officer of CytRx, which will become effective as of the effective time of the merger. Mr. Kriegsman�s employment
agreement, as amended by the parties in May 2002, provides that:

� The term of the employment agreement is one year and shall be renewed automatically for additional one year terms unless either
party provides written notice to the other at least thirty days prior to the end of the current term;

� Mr. Kriegsman�s engagement may be terminated as follows:

� by CytRx with cause;

� by CytRx without cause, in which case Mr. Kriegsman would be entitled to severance in the following amounts:

� if Mr. Kriegsman is terminated during the first year of employment, Mr. Kriegsman would be entitled to his salary for the
remainder of the first year and for 6 months thereafter; or

� if Mr. Kriegsman is terminated after the first year of employment, Mr. Kriegsman would be entitled to his salary through the
termination date and for 6 months thereafter;

� by Mr. Kriegsman without cause;

� In addition, after the effective time of the merger, CytRx and Mr. Kriegsman will search for a full-time Chief Executive Officer to
replace Mr. Kriegsman. Upon finding such replacement, Mr. Kriegsman will resign his employment and will be entitled to his salary,
as discussed above, as if he had been terminated by CytRx without cause;

� Mr. Kriegsman will devote such time and efforts as are reasonably necessary to implement the business plan and discharge his duties;

� Mr. Kriegsman�s compensation will be $240,000 per year, plus reasonable business expenses, and he will be eligible to receive a bonus
and grants of stock options to purchase CytRx common stock; and

� During the term of his employment, Mr. Kriegsman will provide CytRx with the first opportunity to take action with respect to any
acquisition opportunity or any other potential transaction identified by Mr. Kriegsman within the biotech, pharmaceutical or health
care industries and that is within the scope of the business plan adopted by the CytRx board of directors.

Registration Rights Agreement

At the effective time of the merger, CytRx and the shareholders of Global Genomics Capital common stock (other than dissenting shareholders)
will enter into a registration rights agreement. Under this agreement, these shareholders will have registration rights regarding shares of CytRx
common stock received by such shareholder in the merger or issuable upon the exercise of options or warrants for CytRx common stock
beneficially owned by such shareholder at the effective time of the merger.

At any time on or after the effective time of the merger and prior to the second anniversary of the merger, any holder or holders in the aggregate
of not less than the greater of 30% of the shares of CytRx common stock issued in the merger and 100,000 shares of CytRx common stock may
demand, with customary exceptions, that CytRx register the resale of all the registrable CytRx common stock held by such holder and any other
party to the registration agreement who desires to participate in the registration.

31

Edgar Filing: CYTRX CORP - Form PREM14A

Table of Contents 43



Table of Contents

In addition, if CytRx proposes to register any of its equity securities, CytRx must provide notice of such proposed registration to any shareholder
entitled to registration rights under the registration rights agreement. Such shareholders will be permitted to include their registrable securities in
such proposed registration, subject to customary underwriter cut-backs.

CytRx will pay all costs and expenses of any registration under the registration rights agreement, except for underwriters� discounts and
commissions.

Consulting Agreements

Concurrently with the execution of the merger agreement, CytRx entered into a consulting agreement with each of Leonard P. Ruiz, Jr. and
Elliott J. Cody, each of which will become effective as of the effective time of the merger.

Mr. Ruiz�s consulting agreement provides for the following:

� The term of the consulting agreement is one year;

� Mr. Ruiz�s engagement may be terminated prior to the expiration of the one-year term:

� upon the death or disability of Mr. Ruiz;

� by Mr. Ruiz upon the dissolution of CytRx;

� by CytRx for cause;

� by CytRx upon material breach of the consulting agreement by Mr. Ruiz; and

� by mutual agreement between CytRx and Mr. Ruiz;

� Mr. Ruiz�s compensation will be $10,000 per month and he will be reimbursed up to $100 per month for expenses without CytRx�s
prior written authorization;

� Mr. Ruiz will be reimbursed $15,000 for expenses advanced to Global Genomics Capital during the one year period prior to the
effective time of the merger and up to an additional $15,000 for services performed between the date of the merger agreement and the
effective time of the merger;

� Mr. Ruiz will be entitled to a finder�s fee for future transactions with CytRx in which Mr. Ruiz made the initial introduction. The
finder�s fee will be equal to five percent of the first $5 million transaction value and two percent of any transaction value over $5
million. The finder�s fee will be payable in shares of CytRx common stock.

Mr. Cody�s consulting agreement provides for the following:

� The term of the consulting agreement is seven months;

� Mr. Cody�s engagement may be terminated prior to the expiration of its term:

� upon the death or disability of Mr. Cody;

� by Mr. Cody upon the dissolution of CytRx;

� by CytRx for cause;

� by CytRx upon material breach of the consulting agreement by Mr. Cody; and

� by mutual agreement between CytRx and Mr. Cody;

� Mr. Cody�s compensation will be $7,500 per month and he will be reimbursed for expenses up to $100 per month without CytRx�s prior
written authorization;
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� At the effective time of the merger, CytRx will pay Mr. Cody $7,500 for all services rendered by Mr. Cody to Global Genomics
Capital from December 1, 2001 until the closing of the merger.
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Escrow Agreement

At the effective time of the merger, CytRx will enter into an escrow agreement with Dean Ader, as the Global Genomics Capital shareholder
representative. Promptly after the closing of the merger, CytRx�s transfer agent will issue and deliver to CytRx, as the escrow agent, a stock
certificate representing 5% of the CytRx common stock issuable in the merger. CytRx will hold such shares on behalf of the Global Genomics
Capital shareholders to satisfy any indemnification claims made by CytRx pursuant to the merger agreement. See �The Merger
Agreement�Indemnification.�

Any shares of CytRx common stock remaining in escrow after expiration of the indemnification period and resolution of any pending
indemnification claims will be distributed to the former Global Genomics Capital shareholders in accordance with each former shareholder�s
percentage ownership interest in Global Genomics Capital immediately prior to the effective time of the merger.

Extension to Investment Banking Agreement with Cappello Capital

Concurrently with the execution of the merger agreement, CytRx extended its current agreement with Cappello Capital to serve as CytRx�s
exclusive financial advisor for a period of twelve months after the execution of the extension. CytRx initially entered into an agreement with
Cappello Capital effective January 2, 2001, pursuant to which Cappello Capital agreed to assist CytRx with analysis of potential transactions and
strategic alternatives. The types of transactions with which Cappello Capital may assist CytRx include private placements of equity, debt or
convertible securities, strategic alliances, sale of all or a portion of CytRx, recapitalization or strategic acquisitions.

As compensation for its services, CytRx granted Cappello Capital a ten-year warrant to purchase 1,272,492 shares of CytRx common stock,
subject to downward adjustment under certain conditions, with an exercise price of $1.00 per share. Additionally, if CytRx proceeds with any of
the transactions described in the agreement, CytRx will pay Cappello Capital a fee of between 3% and 7.5%, depending upon the nature of the
transaction and the dollar amount involved. The agreement also provides for a fee of $150,000 to be paid to Cappello Capital if CytRx
independently proceeds with a transaction on substantially similar terms to those proposed by Cappello Capital. If the merger with Global
Genomics Capital closes, CytRx will pay Cappello Capital a fee of 448,330 shares of CytRx common stock, or 4.5% of the shares issuable in the
merger.

Other than CytRx�s agreement to pay Cappello Capital a monthly retainer of $10,000 for the six-month period ending on June 30, 2002, all other
terms and provisions of the agreement will remain unchanged.

Letter Agreements

Concurrently with the execution of the merger agreement, CytRx entered into a letter agreement with Kriegsman Capital Group, LLC, which
provides that CytRx will pay Kriegsman Capital Group rent and other expenses related to Steven A. Kriegsman�s employment with CytRx. The
amount of the rent and other expenses will be determined by the CytRx board of directors. The letter agreement will become effective as of the
effective time of the merger.

Simultaneously with the execution of the merger agreement, CytRx entered into a letter agreement with Wasserman, Comden, Casselman &
Pearson LLP pursuant to which CytRx will issue 100,000 shares of CytRx common stock to satisfy in full all legal fees due to Wasserman,
Comden, Casselman & Pearson from Global Genomics Capital as of the effective time of the merger. The letter agreement will become effective
as of the effective time of the merger.

Voting Agreements

Immediately prior to the execution of the merger agreement, CytRx entered into voting agreements with certain Global Genomics Capital
shareholders who collectively own approximately 85% of the issued and outstanding shares of Global Genomics Capital common stock as of the
date of this proxy statement.

33

Edgar Filing: CYTRX CORP - Form PREM14A

Table of Contents 46



Table of Contents

The voting agreements prohibit such Global Genomics Capital shareholders from transferring their shares and voting rights in Global Genomics
Capital common stock and obligates such shareholders to cause their shares in Global Genomics Capital to be voted:

� in favor of the approval and adoption of the merger agreement and in favor of approval of the merger;

� in favor of adjournment or postponement of any meeting of the shareholders of Global Genomics Capital if a quorum is not present
until such time as a quorum is present or, if sufficient votes have not been cast in favor of the approval and adoption of the merger
agreement and approval of the merger, until such time as there are sufficient votes to approve and adopt such matters;

� against the approval or adoption of any proposal made in opposition to, or in competition with, the merger agreement and
consummation of the merger; and

� against any of the following:

� any merger, consolidation or business combination involving Global Genomics Capital;

� any sale, lease or transfer of any significant portion of the assets of Global Genomics Capital or any of its subsidiaries;

� any sale, lease or transfer of any of the shares of capital stock of Blizzard Genomics, Inc. owned by Global Genomics Capital;

� any reorganization, recapitalization, dissolution, liquidation or winding up of Global Genomics Capital or any of its subsidiaries;

� any material change in the capitalization of Global Genomics Capital or the corporate structure of Global Genomics Capital; or

� any other action that is intended, or could reasonably be expected to, impede, interfere with, delay, postpone, discourage or
adversely affect the consummation of the merger.

In addition, each such Global Genomics Capital shareholder irrevocably appointed Jack J. Luchese, President and Chief Executive Officer of
CytRx, and Mark W. Reynolds, Vice President, Finance and Secretary of CytRx, as the sole and exclusive attorneys and proxies of such
shareholder, with full power of substitution and resubstitution to vote and exercise all voting and related rights with respect to all of the shares of
capital stock of Global Genomics Capital beneficially owned by such shareholder.

Amendment to Shareholder Protection Rights Agreement

In connection with the execution of the merger agreement, CytRx and American Stock Transfer & Trust Company amended CytRx�s shareholder
protection rights agreement to exempt the merger from triggering the separation of the rights under that agreement.

THE CYTRX BOARD OF DIRECTORS RECOMMENDS THAT CYTRX STOCKHOLDERS VOTE FOR THE APPROVAL OF
THE ISSUANCE OF THE SHARES OF CYTRX COMMON STOCK UNDER THE MERGER AGREEMENT.

IF THE CYTRX STOCKHOLDERS DO NOT APPROVE THE ISSUANCE OF THE SHARES OF CYTRX COMMON STOCK IN
THE MERGER, CYTRX MAY STILL ELECT TO PROCEED WITH AND CLOSE THE MERGER IF THE BOARD DETERMINES
THAT PROCEEDING WITH THE MERGER IS IN THE BEST INTERESTS OF CYTRX AND ITS STOCKHOLDERS AND IF (1)
CYTRX COMMON STOCK IS NO LONGER LISTED ON THE NASDAQ NATIONAL MARKET OR THE NASDAQ SMALLCAP
MARKET AT SUCH TIME, (2) CYTRX COMMON STOCK NO LONGER QUALIFIES FOR LISTING ON EITHER THE NASDAQ
NATIONAL MARKET OR THE NASDAQ SMALLCAP MARKET AT SUCH TIME AND CYTRX BELIEVES SUCH COMMON
STOCK WILL BE DELISTED OR (3) THE BOARD OTHERWISE HAS REASONABLE JUSTIFICATION TO PROCEED WITH
THE MERGER.
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UNAUDITED PRO FORMA SELECTED FINANCIAL DATA OF CYTRX  AND GLOBAL GENOMICS CAPITAL

The following table sets forth unaudited pro forma selected combined financial information for the year ended December 31, 2001, and the three
months ended March 31, 2002, giving effect to the proposed merger of CytRx with Global Genomics Capital and the proposed conversion
immediately prior to the merger of certain notes payable issued by Global Genomics Capital. This pro forma information is provided for
informational purposes only and is not necessarily indicative of actual results that would have been achieved had the merger been consummated
at the beginning of the periods presented or of future results. The pro forma selected combined statements of operations for the year ended
December 31, 2001, and the three months ended March 31, 2002, and the pro forma selected combined balance sheet data as of March 31, 2002,
have been derived from the pro forma condensed combined financial information appearing elsewhere in this proxy statement. This information
should be read in conjunction with the historical financial statements of CytRx and Global Genomics Capital, including the respective notes
thereto, included herein, and the unaudited pro forma financial information, including notes thereto, appearing elsewhere in this proxy statement.
See �Unaudited Pro Forma Condensed Combined Financial Information.�

Year Ended
December 31,

2001

Three
Months
Ended

March 31,
2002

(Unaudited) (Unaudited)
Statement of Operations Data:
Revenues:
Net service revenues $ 101,463 $ 22,453
License fees 3,751,000 1,000,000
Interest and other income 546,984 118,567

Total revenues 4,399,447 1,141,020

Loss from continuing operations (3,023,500) (494,597)
Basic and diluted loss per common share:
Loss from continuing operations $ (0.16) $ (0.02)

Balance Sheet Data:
Total assets $ 14,519,374
Long-term debt �  
Other long-term liabilities �  
Convertible debentures �  
Total stockholders� equity 13,184,847
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

The accompanying unaudited pro forma condensed combined balance sheet as of March 31, 2002 and the related unaudited pro forma
condensed combined statements of operations for the year ended December 31, 2001 and for the three months ended March 31, 2002 give effect
to (a) the proposed merger of CytRx with Global Genomics Capital and (b) the proposed conversion immediately prior to the merger of certain
notes payable issued by Global Genomics Capital. Assuming that the total number of shares of Global Genomics Capital common stock issued
and outstanding, or issuable upon the exercise of any warrants or stock options for Global Genomics Capital common stock CytRx, does not
change after the date of this proxy statement, CytRx intends to complete the merger through (1) the issuance of 8,941,201 shares of CytRx
common stock in exchange for all of the outstanding shares of Global Genomics Capital capital stock and (2) the conversion of outstanding
warrants to purchase Global Genomics Capital stock into warrants to purchase 1,021,680 shares of CytRx common stock. For purposes of this
pro forma information, the calculated purchase price has been allocated to the assets and liabilities of Global Genomics Capital based on the
relative fair value of such assets and liabilities. Since the merger will be accounted for as a purchase by CytRx of a group of assets of Global
Genomics Capital in a transaction other than a business combination, the allocation of the total purchase price of the transaction to the assets and
liabilities of Global Genomics Capital could result in acquired assets being valued in excess of or less than their individual fair values. No
goodwill will be recognized as a result of the merger. The final allocation may differ from that used in the pro forma condensed combined
financial statements.

The pro forma adjustments assume that this transaction had occurred as of March 31, 2002 in the case of the pro forma condensed combined
balance sheet and January 1, 2001 in the case of the pro forma condensed combined statement of operations for the year ended December 31,
2001 and the three months ended March 31, 2002.

These pro forma financial statements and the notes thereto have been prepared by management of CytRx and should be read in conjunction with
the historical financial statements and notes of CytRx and Global Genomics Capital, which are included elsewhere in this proxy statement. The
historical balances represent the financial position and results of operations for each company and have been prepared in accordance with
generally accepted accounting principles. The pro forma statements have been prepared in accordance with rules and regulations established by
the Securities and Exchange Commission and are based on certain assumptions and estimates set forth in the notes to such statements, which are
preliminary and have been made solely for purposes of developing such pro forma information. These statements do not purport to be indicative
of the financial position or results of operations that might have occurred, nor are they necessarily indicative of future results.
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PRO FORMA CONDENSED COMBINED BALANCE SHEET
March 31, 2002
(Unaudited)

Note Conversions Merger

Historical
Global

Genomics
Capital

Pro
Forma

Adjustments Ref

Pro Forma
Global

Genomics
Capital

Historical
CytRx

Pro Forma
Adjustments Ref

Pro Forma
Combined

ASSETS
Current Assets
Cash and cash equivalents $ 15,777 $ $ 15,777 $ 4,988,697 $ $ 5,004,474
Accounts receivable, net �  �  18,610 18,610
Current portion of note
receivable �  �  125,555 125,555
Other current assets �  �  128,914 128,914

Total current assets 15,777 �  15,777 5,261,776 �  5,277,553
Property and equipment, net �  �  1,599,508 1,599,508
Other assets
Note receivable �  �  332,678 332,678
Investment in Blizzard and
others 1,195,427 1,195,427 �  6,061,208 (2) 7,256,635
Deferred transaction costs �  �  357,466 (357,466) (3) �  
Other assets �  �  53,000 53,000

Total other assets 1,195,427 �  1,195,427 743,144 5,703,742 7,642,313

Total assets $ 1,211,204 $ �  $ 1,211,204 $ 7,604,428 $ 5,703,742 $ 14,519,374

LIABILITIES AND
STOCKHOLDERS� EQUITY
Current Liabilities
Accounts payable and other
current liabilities $ 95,986 $ (50,793) (1) $ 45,193 $ 746,800 $ 542,534 (3) $ 1,334,527
Notes payable 875,000 (875,000) (1) �  �  �  

Total current liabilities 970,986 (925,793) 45,193 746,800 542,534 1,334,527
Stockholders� Equity
Common stock 1,392,058 925,793 (1) 2,317,851 12,199 (2,317,851) (2) 21,140

8,941 (2)
Additional paid-in capital 841,553 841,553 75,085,674 (841,553) (2) 81,468,952

6,383,278 (2)
Treasury stock �  �  (2,279,238) (2,279,238)
Accumulated deficit (1,993,393) (1,993,393) (65,961,007) 1,993,393 (2) (66,026,007)

(65,000) (2)

Total stockholders� equity 240,218 925,793 1,166,011 6,857,628 5,161,208 13,184,847

Total liabilities and
stockholders� equity $ 1,211,204 $ �  $ 1,211,204 $ 7,604,428 $ 5,703,742 $ 14,519,374

(1) To reflect the conversion of notes payable and accrued interest into shares of Global Genomics Capital common stock immediately prior to
the merger.

(2)
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To reflect the issuance of 8,941,201 shares of CytRx common stock, elimination of Global Genomics Capital equity accounts, and
allocation of the purchase price.

(3) To record the estimated remaining transaction costs and reclassification of amounts capitalized by CytRx as deferred transaction costs.
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PRO FORMA CONDENSED COMBINED BALANCE SHEET
Year Ended December 31, 2001

(Unaudited)

Note Conversions Merger

Historical
Global

Genomics
Capital

Pro Forma
Adjustments Ref

Pro Forma
Global

Genomics
Capital

Historical
CytRx

Pro Forma
Adjustments Ref

Pro Forma
Combined

Revenues:
Service revenues $ �  �  101,463 $ 101,463
License fees �  �  3,751,000 3,751,000
Interest income 37 37 162,284 162,321
Grant revenue �  �  156,729 156,729
Other �  �  227,934 227,934

37 �  37 4,399,410 �  4,399,447
Expenses:
Cost of service revenues �  �  70,501 70,501
Research and development �  �  1,844,038 1,844,038
Selling, general and
administrative 1,268,435 (33,347) (1) 1,235,088 3,416,212 562,606 (2) 5,213,906
Equity in loss of investee 294,502 294,502 �  294,502

1,562,937 (33,347) 1,529,590 5,330,751 562,606 7,422,947

Loss from continuing
operations $ (1,562,900) 33,347 (1,529,553) (931,341) (562,606) $ (3,023,500)

Basic and diluted loss per
common Share from
continuing operations $ (0.09) $ (0.16)

Basic and diluted weighted
average shares outstanding 10,358,381 8,941,201 19,299,582

(1) To eliminate expense on notes payable assumed converted into Global Genomics Capital common stock.
(2) To record amortization of acquired developed technology using a ten year useful life.
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PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
Three Months Ended March 31, 2002

(Unaudited)

Note Conversions Merger

Historical
Global

Genomics
Capital

Pro Forma
Adjustments Ref

Pro Forma
Global

Genomics
Capital

Historical
CytRx

Pro Forma
Adjustments Ref

Pro Forma
Combined

Revenues:
Service revenues $ �  �  22,453 $      22,453
License fees �  �  1,000,000 1,000,000
Interest income �  �  32,117 32,117
Grant revenue �  �  31,313 31,313
Other �  �  55,137 55,137

�  �  �  1,141,020 �  1,141,020
Expenses:
Cost of service revenues �  �  11,287 11,287
Research and development �  �  318,801 318,801
Selling, general and
administrative 36,015 (10,225) (1) 25,790 990,177 148,014 (2) 1,163,981
Equity in loss of investee 141,548 141,548 �  141,548

177,563 (10,225) 167,338 1,320,265 148,014 1,635,617

Loss from continuing operations $ (177,563) (10,225) (167,338) (179,245) (148,014) $ (494,597)

Basic and diluted loss per
common Share from continuing
operations (0.02) (0.02)

Basic and diluted weighted
average shares outstanding 11,091,535 8,941,201 20,032,736

(1) To eliminate expense on notes payable assumed converted into Global Genomics Capital common stock.
(2) To record amortization of acquired developed technology using a useful life of ten years.
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NOTES TO UNAUDITED PRO FORMA FINANCIAL STATEMENTS

1.    Determination of Purchase Price

The purchase price for Global Genomics Capital was determined in accordance with Statement of Financial Accounting Standards No.
141�Business Combinations (�FAS 141�) and Statement of Financial Accounting Standards No. 142�Goodwill and Other Intangible Assets (�FAS
142�). FAS 141 states that the cost of an acquired company is measured by the fair value of the consideration received. Paragraph 22 of FAS 141
states that �the market price for a reasonable period before and after the date the terms of the acquisition are agreed to and announced should be
considered in determining the fair value of securities issued.� Based on this guidance, CytRx determined the fair value of the securities issued by
CytRx to be $0.6475 per share, which is the average closing price as reported by Nasdaq for the period February 7 through February 12, 2002.

2.    Accounting for Merger and Allocation of Purchase Price

The merger will be accounted for as a purchase by CytRx of a group of assets of Global Genomics Capital in a transaction other than a business
combination. Because the current activities of Global Genomics Capital are focused on the development of a business rather than the operation
of a business and planned principal operations of Global Genomics Capital have not yet commenced, Global Genomics Capital is considered a
development-stage company. As a result, the consolidated financial statements of CytRx after the transaction will reflect the assets and liabilities
of CytRx at book value and will reflect the assets and liabilities of Global Genomics Capital based on the amount of purchase price allocated to
such assets and liabilities, which allocation is based on the relative fair values of the assets and liabilities acquired. The allocation of the total
purchase price of the transaction to the assets and liabilities of Global Genomics Capital could result in acquired assets being valued in excess of
or less than their individual fair values. No goodwill will be recognized as a result of the merger. The total estimated purchase price of
$7,292,219 has been allocated based on the relative fair market values of the assets acquired and the liabilities assumed. The pro forma
allocation of the purchase price is based upon information available at the date of preparation of the pro forma financial statements and is subject
to change, although this preliminary allocation is not expected to materially differ from the final allocation.

Global Genomics Capital is considered a development stage company. Therefore, in accordance with the guidance outlined in Emerging Issues
Task Force Issue No. 98-3 (�EITF 98-3�), �Determining Whether a Nonmonetary Transaction Involves Receipt of Productive Assets or of a
Business,� Global Genomics Capital does not constitute a business as defined in FAS 141. Therefore, the Company will allocate the purchase
price in accordance with the provisions of FAS 142 related to the purchase of a group of assets. FAS 142 provides that the cost of a group of
assets acquired in a transaction other than a business combination shall be allocated to the individual assets acquired based on their relative fair
values and shall not give rise to goodwill. In accordance with the provisions of FAS 141 and 142, all identifiable assets acquired, including
identifiable intangible assets, were assigned a portion of the purchase price of the basis of their relative fair values. To this end, an independent
valuation of Global Genomics Capital�s assets was used as an aid in determining the fair value of the identifiable assets, including identified
intangible assets, in allocating the purchase price among the acquired assets. Since Global Genomics Capital is a development stage company,
the assets and liabilities actually acquired and the fair market values of the assets will change prior to the completion of the transaction. Also, as
discussed previously in this document, the existence of certain liabilities as of the closing date of the merger may reduce the total number of
CytRx shares issued to Global Genomics Capital shareholders. As a result, the final allocation of the purchase price will be determined after the
transaction is completed.

A summary of the determination of the preliminary purchase price is as follows:

Issuance of 8,941,201 shares of CytRx common stock at $0.6475 per share $ 5,789,428
Fair value of 1,021,680 vested warrants issued to purchase CytRx common stock 602,791
Estimated transaction costs 900,000

Total preliminary purchase price $ 7,292,219
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A summary of the allocation of the preliminary purchase price to the acquired assets is as follows:

Net tangible assets, less outstanding liabilities $ (29,416)
Acquired developed technology 7,256,635
Acquired in-process research and development (charged to accumulated deficit)             65,000

$ 7,292,219

3.    Conversion of Notes Payable

At March 31, 2002, Global Genomics Capital had notes payable outstanding in the aggregate principal amount of $875,000. In April 2002, the
company entered into agreements with each of the holders of the notes whereby, if such notes are outstanding immediately prior to the effective
time of the merger, all outstanding principal and accrued interest will convert into shares of Global Genomics Capital common stock. These
transactions will have no effect on the total number of shares issuable by CytRx in the merger.

4.    Additional Information

CytRx expects that it may terminate the employment of all of its current employees immediately after the merger. The effect of these
terminations and resulting liabilities for severance payments are not reflected in the accompanying pro forma financial statements, since it is not
directly attributable to the transaction. CytRx expects that its total liability for these severance payments will not exceed $1.2 million.
Additionally, subject to stockholder approval, CytRx expects that approximately $145,000 of this liability may be satisfied through the issuance
of shares of CytRx common stock to the affected individuals.

CytRx expects that some of the transaction costs included in accrued liabilities in the accompanying Pro Forma Condensed Combined Balance
Sheet will be satisfied through the issuance of shares of CytRx common stock.
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COMPARATIVE PER SHARE DATA
(Unaudited)

The following table compares historical and pro forma earnings (loss) per share and book value per share information for CytRx and Global
Genomics Capital. You should read the table together with the financial information for CytRx and Global Genomics Capital included in this
proxy statement. You should not rely on the pro forma financial information as an indication of the results that CytRx would have achieved if
the merger had taken place earlier or of the results of CytRx after the merger.

CytRx Corporation Global Genomics Capital

Historical Pro Forma (1) Historical
Equivalent

Pro Forma (2)

Book value per share:
As of March 31, 2002 $ 0.59 $ 0.64 $ 0.02 $ 0.83

Loss per share from continuing operations:
For the year ended December 31, 2001 (0.09) (0.16) (0.16) (0.21)
For the quarter ended March 31, 2002 (0.02) (0.02) (0.02) (0.03)

Cash dividends per share:
For the year ended December 31, 2001 �  �  �  �  
For the quarter ended March 31, 2002 �  �  �  �  

(1) The pro forma per share data for CytRx is computed as follows:

(a) In the case of pro forma book value per share, pro forma stockholders� equity is divided by the pro forma number of common shares
of CytRx outstanding as March 31, 2002, assuming the merger had occurred as of that date.

(b) In the case of pro forma loss per share, pro forma net loss is divided by the pro forma weighted average number of common shares of
CytRx outstanding during each period, assuming the merger occurred as of January 1, 2001.

(2) The equivalent pro forma per share data for Global Genomics Capital is computed by dividing CytRx�s pro forma per share information by
the assumed exchange ratio of 0.771254 shares of CytRx common stock for each share of Global Genomics Capital common stock. The
assumed exchange ratio may change between the date of this proxy statement and the effective time of the merger, however, the total
number of shares of CytRx common stock issuable in the merger will not change.
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INFORMATION REGARDING CYTRX

CytRx Business

General

We are a Delaware corporation that was incorporated in 1985, and are engaged in the development and commercialization of pharmaceutical
products. Our current research and development activities include FLOCOR, an intravenous agent for treatment of sickle cell disease and other
acute vaso-occlusive disorders, and TranzFect, a delivery technology for DNA-based vaccines. We also have a research pipeline with potential
opportunities in the areas of muscular dystrophy, cancer, spinal cord injury, vaccine delivery and gene therapy. See �Product Development� below.

Certain financial information concerning the industry segments in which we operate can be found in Note 14 to our consolidated financial
statements included in this proxy statement.

Product Development

Therapeutic Copolymer Programs

General.    Our primary focus is on CRL-5861 (purified poloxamer 188), a novel, intra-vascular agent with pharmacological properties that can
be characterized as rheologic, cytoprotective and anti-adhesive / anti-thrombotic. CRL-5861 is an intravenous solution that has the unique
property of improving micro-vascular blood flow. Extensive preclinical and clinical studies suggest CRL-5861 may be of significant benefit in
acute ischemic vascular disorders such as stroke, heart attack, and vaso-occlusive crisis of sickle cell disease. CRL-5861 may also provide
benefit in cancer when used in combination with radiation or cytotoxic drugs. Through its effect on increasing blood flow, CRL-5861 is thought
to (1) increase delivery of cytotoxic drugs to ischemic portions of tumors, and (2) increase oxygen delivery, thus increasing the sensitivity of
tumor cells to drug and radiation therapy.

The safety profile of CRL-5861 is well established. It has been investigated in over 17 clinical studies representing administration to
approximately 4,000 patients and healthy volunteers.

Sickle Cell Disease.    We believe CRL-5861 has significant potential in treating a variety of vascular-occlusive diseases, including sickle cell
disease, spinal cord compression injury, muscular dystrophy and delivery of anti-cancer agents. For purposes of our sickle cell disease
development program, we refer to CRL-5861 as �FLOCOR�.

Sickle cell disease is a devastating disorder originating from an inherited abnormality of hemoglobin, the oxygen-carrying molecule in red blood
cells, which is typically seen in African-Americans and others of African descent. Under conditions of low blood oxygen, which is generally
caused by dehydration or stress, the sickle cell victim�s hemoglobin becomes rigid causing red blood cells to become rough, sticky and
irregularly shaped, often looking like sickles, which gives the disease its name. Estimates place the number of persons suffering from sickle cell
anemia in the U.S. at about 80,000, or roughly one in 500 African-Americans. It is also estimated that complications from sickle cell disease
result in healthcare expenditures of $1.0 to $1.5 billion annually in the U.S.

The most common problem sickle cell patients face is episodic pain (also referred to as vaso-occlusive crisis, or VOC). These episodes can last
anywhere from days to weeks, and can vary significantly in their severity. The deformed sickle cells cannot easily flow through the smaller
blood vessels of the body and tend to clump together, forming occlusions which impede blood flow. The occlusions deprive tissues of vital
oxygen that can result in tissue death, inflammation and intense throbbing pain. Aside from causing considerable pain and suffering, these crisis
episodes slowly destroy vital organs as they are deprived of oxygen. As a result, the life expectancy of sickle cell victims is about twenty years
shorter than those without the disease. Patients suffering
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from sickle cell disease may experience several crisis episodes each year. Hospitalization is required when pain becomes too much to bear.
There are about 75,000 hospital admissions annually to treat sickle cell patients undergoing acute vascular-occlusive crisis caused by the disease.
On average, these patients require in-patient treatment for four to seven days. Currently there is no disease modifying treatment for acute crisis
of sickle cell disease and treatment is limited to narcotics, fluids, and bed rest.

In sickle cell disease, the application of FLOCOR can best be described as an intravenous blood �lubricant�. FLOCOR�s unique surface-active
properties decrease blood viscosity and enable the rigid sickled cells to become more flexible, thus allowing easier passage of blood cells
through narrow blood vessels. We believe FLOCOR can shorten the episodes of vaso-occlusive crises and, most importantly, preserve organ
function.

On December 21, 1999, we reported results from a Phase III clinical study of FLOCOR for treatment of acute sickle cell crisis. Although the
study did not demonstrate statistical significance in the primary endpoint, statistically significant and clinically important benefits associated
with FLOCOR were observed in certain subgroups. In addition, among the entire patient population, treatment with FLOCOR resulted in a
statistically significant increase in the percentage of patients achieving resolution of their crisis. The Phase III study also demonstrated that
FLOCOR is well tolerated. Based on the encouraging efficacy results and a good safety profile, our independent Data and Safety Monitoring
Board (DSMB) and other thought leaders in the area of sickle cell disease recommended that we continue with clinical development of
FLOCOR in sickle cell disease. We presented the results of the Phase III trial at the 24th Annual Meeting of the National Sickle Cell Disease
Program in Philadelphia on April 12, 2000, and published the results in the Journal of the American Medical Association (2001, vol. 286).

Based on our conversations with the United States Food and Drug Administration (FDA), it is likely that either two small additional pivotal
trials or one large trial will be required for FLOCOR�s approval, along with one to two additional safety studies. We have collaborated with a
consortium of pediatric hematology centers, led by Johns Hopkins University School of Medicine, to design a follow-up Phase III trial to further
investigate FLOCOR in children with sickle cell crisis. Johns Hopkins University School of Medicine, in cooperation with the Maryland
Medical Research Institute, has submitted grant applications to the National Heart, Lung and Blood Institute of the National Institutes of Health
for financial support of the trial. We believe there is a reasonable possibility of obtaining government funding to support one or more of the
remaining trials. If we are awarded a grant, we would anticipate earliest funding approval in the third quarter of 2002. There can be no assurance
that we will be awarded any grant, or that, if we are awarded a grant, such grant will provide adequate funding to complete the required testing
and development. The additional studies would take approximately three years to complete patient enrollment, which might begin in the first
quarter of 2003. Regardless of whether we are awarded any of the above grants, we will have to raise additional capital in order to complete the
required testing and development of FLOCOR in the sickle cell area. If we are unable to raise such capital, we may have to cease further
development of FLOCOR.

FLOCOR has been granted �Orphan Drug� designation by the FDA for the treatment of sickle cell crisis. The Orphan Drug Act of 1983, as
amended, provides incentives to drug manufacturers to develop drugs for the treatment of rare diseases (for example, diseases that affect less
than 200,000 individuals in the United States, or diseases that affect more than 200,000 individuals in the United States where the sponsor does
not reasonably anticipate that its product will become profitable). As a result of the designation of FLOCOR as an Orphan Drug, if we are the
first manufacturer to obtain FDA approval to market FLOCOR for treatment of sickle cell crisis, we will obtain a seven-year period of marketing
exclusivity beginning from the date of FLOCOR�s approval. During this period, the FDA may not approve the same drug for the same use from
another sponsor.

Cancer.    Cancer is the second leading cause of death in the United States. Chemotherapy and/or radiation treatments have highly variable
results and improvements to these standard regimens are drastically needed. CRL-5861 possesses properties that appear to increase blood flow to
poorly perfused areas of tumors, thus
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allowing chemotherapeutic agents to treat such areas more effectively. By increasing blood flow, the tumors become more active and sensitive to
chemotherapy or radiation. Early preclinical studies have shown promising results of CRL-5861�s activity.

Muscular Dystrophy.    Duchenne muscular dystrophy (DMD) is an inherited disorder caused by an abnormal gene for a muscle protein known
as dystrophin. Muscles deficient in dystrophin break down under normal muscular activity and the disease results in progressive muscle wasting,
paralysis, and death often by age 20. There is no treatment that is effective in preventing the progressive muscle destruction of this devastating
disorder. Several years ago, we began collaborating with researchers at the University of Cincinnati Medical Center to study CRL-5861 in the
treatment of DMD. Recently, the collaboration was awarded a research grant from the Muscular Dystrophy Association for further studies in
animal models. If these laboratory studies suggest CRL-5861 can protect dystrophin deficient mice, it may work similarly in humans with DMD.

Spinal Cord Injury.    Traumatic spinal cord damage is one of the most devastating injuries imaginable, and unfortunately occurs primarily in
young people, often resulting in complete paralysis. Researchers believe that a significant portion of spinal cord damage results from a
secondary progression of damage after the initial injury. This secondary injury results from membrane injury to nerve cells, causing them to lose
function over time.

We are currently testing CRL-5861 for its ability to interact with damaged nerve membranes in such a way as to �seal� the damage and restore
membrane integrity. If successful, this treatment could limit the progression of secondary, post-injury damage, thereby maintaining or restoring
spinal cord function. Based on the successful outcome of these studies, we believe we can proceed very quickly with the clinical development of
this agent since the program will benefit from the existing safety and manufacturing capabilities already in place for our FLOCOR program.

Vaccine Enhancement and Gene Therapy

DNA Vaccines & Gene Therapy.    Gene therapy and/or gene based vaccines are mediated through the delivery of DNA containing selected
genes into cells by a process known as transfection. We refer to our gene delivery technology as TranzFect. A common class of materials used to
enhance the transfection process are known as cationic lipids. This type of lipid can associate with and alter the integrity of a cell membrane,
thus increasing the uptake of the complexed DNA. Unfortunately, cationic lipids are toxic to cells and are readily metabolized. Thus the effect of
these agents in transfection protocols is not readily reproducible when used in vivo.

We have identified a series of non-ionic block copolymers known as poloxamers that share several physico-chemical traits with the cationic
lipids in that they associate with DNA and cell membranes. However, the block copolymers are significantly less toxic than the cationic lipids
and are not metabolized in vivo. In addition, the poloxamer family of non-ionic block copolymers have a significant history of being safely used
in a wide variety of oral, injectable, and topical pharmaceutical products. Importantly, a poloxamer known as CRL-1005, which is among the
most active in transfection protocols and is adjuvant active, has been studied in a Phase I clinical trial. In that trial, CRL-1005 was well tolerated
at doses significantly higher than those anticipated to be useful in gene therapy or DNA vaccine studies.

In addition to the ability of poloxamers to enhance transfection, these compounds have significant immuno-adjuvant activity. Accordingly, we
believe that an optimal application for this technology may be in the field of DNA vaccines. We believe that in this application, the activity of
poloxamers will be two-fold. First, the poloxamers will act as delivery/transfection agents to facilitate the intracellular delivery and protection of
the DNA from enzymatic digestion. Second, the poloxamer will act as an immuno-adjuvant. Since the poloxamer is not metabolized and has
surface active properties, it is likely to remain on the surface of the transfected cell awaiting expression of the gene. When the gene product is
excreted from the cell, the poloxamer is likely to
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associate with the antigen and exert immuno-adjuvant actions. Numerous preclinical and clinical studies have demonstrated that conventional
vaccines adjuvanted with poloxamers are well tolerated and result in significantly enhanced antibody and cellular immune responses.

A large majority of CytRx�s revenues over the past two years has been generated from license fees paid to CytRx with respect to its TranzFect
technology.

Merck License.    In November 2000, we entered into an exclusive, worldwide license agreement with Merck & Co., Inc. whereby we granted
Merck the right to use our TranzFect technology in DNA-based vaccines targeted to four infectious diseases, one of which is HIV.

In November 2000, Merck paid us a signature payment of $2 million and in February 2002, Merck paid us an additional $1 million milestone fee
related to the commencement by Merck of the first FDA Phase I Study for the first product incorporating TranzFect designed for the prevention
and treatment of HIV. Merck will also pay us up to $3 million in $1 million increments within 30 days of the occurrence of each of the
following: (1) the commencement by Merck of the earlier of the first FDA Phase IIb Study or Phase III Study for such HIV product; (2) the
filing by Merck of the first U.S. Public Health Service Act Product License Application in one of the countries mentioned below for such HIV
product; and (3) notification from a regulatory authority in the United States, Canada, France, Germany, Italy, Spain, the United Kingdom, or
Japan that all approvals for the marketing of such HIV product, including pricing approvals, have been granted. Merck will also pay us an annual
fee of $50,000 the first year, $75,000 the second year, and $100,000 the third year and each additional year thereafter until Merck receives
notification from a regulatory authority as mentioned above.

For the products incorporating TranzFect targeting the other diseases, Merck will pay us milestone payments of up to $2,850,000 in the
following increments: (1) $100,000 for the commencement by Merck of the first FDA Phase I Study; (2) $250,000 for the commencement by
Merck of the earlier of the first FDA Phase IIb Study or Phase III Study; (3) $500,000 for the filing by Merck of the first U.S. Public Health
Service Act Product License Application in one of the countries mentioned below; and (4) $2 million for notification from a regulatory authority
in the United States, Canada, France, Germany, Italy, Spain, the United Kingdom, or Japan that all approvals for the marketing of such product,
including pricing approvals, have been granted.

Merck also will pay to us royalties of between 2% and 4%, on a country-by-country basis, based on net sales. Merck will pay an additional 1%
royalty on net sales if certain conditions are met regarding patent protection and Merck�s competitive position. The royalty payments are subject
to certain reductions.

This agreement remains effective unless terminated according to its terms by either party or until the expiration of all royalty obligations
thereunder. Merck may terminate this agreement at any time in its sole discretion by giving 90 days written notice. Upon termination by Merck,
the rights and obligations under the agreement, including any licenses and payment obligations not yet due, also terminate. The agreement may
also be terminated for cause by either party. All amounts paid to us are non-refundable upon termination of the agreement.

Restrictions in the Merck license prevent us from disclosing certain of its terms, including some of the specific disease targets covered. We have
applied with the SEC for and have received confidential treatment for certain portions of the agreement, which have been omitted from the
exhibit filed with the SEC.

Vical License.    On December 7, 2001, CytRx entered into a license agreement with Vical Incorporated granting Vical exclusive, worldwide
rights to use or sublicense CytRx�s TranzFect poloxamer technology to enhance viral or non-viral delivery of polynucleotides (such as DNA and
RNA) in all preventive and therapeutic human and animal health applications, except for (1) four infectious disease vaccine targets previously
licensed by CytRx to Merck, and (2) DNA vaccines or therapeutics based on prostate-specific membrane antigen (PSMA). In addition, the Vical
license permits Vical to use TranzFect poloxamer technology to enhance the delivery of proteins in prime-boost vaccine applications that
involve the use of polynucleotides.
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Under the Vical license, CytRx received a non-refundable up-front payment of $3,750,000 and has the potential to receive milestone and royalty
payments in the future based on criteria described in the agreement. All amounts paid to us are non-refundable upon termination and require no
additional effort on our part. Restrictions in the Vical license prevent us from disclosing certain of its terms, including some of the specific terms
of the potential milestone and royalty payments. We have applied with the SEC for confidential treatment for certain portions of the agreement,
which have been omitted from the exhibit filed with the SEC.

Conventional Vaccines.    As part of our TranzFect program, we have developed a library of compounds, many of which have been shown to
enhance the activity of conventional vaccines. We refer to this program as Optivax. Other companies are currently evaluating the Optivax
compounds for possible license.

Other Product Development Efforts

Food Animal Growth Promotant.    The FDA has expressed a growing concern about the use of low level antibiotics in animal feed and the
possibility of resultant antibiotic resistance in human pathogens. Pending regulations at the FDA could suspend farmers� use of any antibiotics
found to promote the spread of resistant human pathogens. In experimental studies, our compound, CRL-8761, has been shown to have a
consistent effect to improve the rate of weight gain and feed efficiency in well-controlled studies in poultry and swine. CRL-8761 consistently
provides the same growth performance benefits as antibiotics but, since it has no antibiotic activity, it is free from human health concerns over
the use of antibiotics.

In February 2001, we entered into a license agreement with Ivy Animal Health, Inc. under which we granted Ivy a worldwide exclusive license
to CRL-8761. As part of the license, we received a nominal up-front payment, and will receive a milestone fee upon regulatory approval in the
United States and a future royalty equal to 5% of net sales.

Research and Development Expenditures

Expenditures for research and development activities related to continuing operations were $1.8 million, $2.0 million and $12.8 million during
the years ended December 31, 2001, 2000 and 1999, respectively, and $319,000 for the three months ended March 31, 2002.

Manufacturing

We require three suppliers of materials or services to manufacture CRL-5861: (i) a supplier of the raw drug substance, (ii) a supplier of the
purified drug which is refined from the raw drug substance and (iii) a manufacturer who can formulate and sterile fill the purified drug substance
into the finished drug product. The raw drug substance is currently widely available at commercial scales from numerous manufacturers. We
have not entered into a formal agreement with any supplier for the raw drug substance because of its wide availability. In August 1999, we
entered into a commercial supply contract with Organichem, Corp., located in Rennselaer, New York, for production of the purified drug
substance. The term of that agreement is four years. There can be no assurance that our relationship with such supplier will continue or that we
will be able to obtain additional purified drug substance if our current supply is inadequate. Such inability to obtain additional purified drug
substance in amounts and at prices acceptable to the Company could have a material adverse effect on our business. To meet the need for
manufacture of our finished drug product, we have entered into a supply agreement with the Hospital Products Division of Abbott Laboratories.
Our inability to maintain such relationship on terms acceptable to us could have a material adverse effect on our business.

If we modify our manufacturing process or change the source or location of product supply, regulatory authorities will require us to demonstrate
that the material produced from the modified or new process or facility is equivalent to the material used in our clinical trials. Further, any
manufacturing facility and the quality control and manufacturing procedures used by us for the commercial supply of a product must comply
with applicable Occupational Safety and Health Administration, Environmental Protection Agency, and FDA standards, including Good
Manufacturing Practice regulations. See �Government Regulation� below.

47

Edgar Filing: CYTRX CORP - Form PREM14A

Table of Contents 61



Table of Contents

Patents and Proprietary Technology

We actively seek patent protection for our technologies, processes, uses, and ongoing improvements and consider our patents and other
intellectual property to be critical to our business.

We continually evaluate the patentability of new inventions and improvements developed by our employees and collaborators. Whenever
appropriate, we will endeavor to file United States and international patent applications to protect these new inventions and improvements.
However, there can be no assurance that any of the current pending patent applications or any new patent applications that may be filed will ever
be issued in the United States or any other country.

We also attempt to protect our proprietary products, processes and other information by relying on trade secrets and non-disclosure agreements
with our employees, consultants and certain other persons who have access to such products, processes and information. Under the agreements,
all inventions conceived by employees are our exclusive property. Nevertheless, there can be no assurance that these agreements will afford
significant protection against misappropriation or unauthorized disclosure of our trade secrets and confidential information.

We believe we have worldwide comprehensive intellectual property covering the use of poloxamers in a number of therapeutic areas. We have
patents claiming broad areas of the use of these compounds currently pending or issued in Canada, Japan, South Korea, the European Patent
Office and the United States. On November 23, 1999, the U.S. Patent Office issued patent No. 5,990,241 �Polyoxypropylene/Polyoxyethylene
Copolymers With Improved Biological Activity� to us. We believe the issue of this patent provides important exclusivity since it contains
composition of matter claims for purified poloxamers used in our products and technologies, including purified poloxamer 188, the active
ingredient in CRL-5861. This patent will expire in 2017. We also own a comprehensive group of patents that broadly claim the use of
poloxamers as vaccine adjuvants that will provide additional coverage for DNA vaccines.

Competition

Many companies, including large pharmaceutical, chemical and biotechnology firms with financial resources, research and development staffs
and facilities that are substantially greater than ours, are engaged in the research and development of pharmaceutical products that could
compete with products under development by us. The industry is characterized by rapid technological advances and competitors may develop
their products more rapidly and/or such products may be more effective than those under development by us or our licensees and corporate
partners.

Government Regulation

The marketing of pharmaceutical products requires the approval of the FDA and comparable regulatory authorities in foreign countries. The
FDA has established guidelines and safety standards that apply to the pre-clinical evaluation, clinical testing, manufacture and marketing of
pharmaceutical products. The process of obtaining FDA approval for a new therapeutic product (drug) generally takes several years and involves
the expenditure of substantial resources. The steps required before such a product can be produced and marketed for human use in the United
States include preclinical studies in animal models, the filing of an Investigational New Drug (�IND�) application, human clinical trials and the
submission and approval of a New Drug Application (�NDA�). The NDA involves considerable data collection, verification and analysis, as well
as the preparation of summaries of the manufacturing and testing processes, preclinical studies, and clinical trials. The FDA must approve the
NDA before the drug may be marketed. There can be no assurance that we will be able to obtain the required FDA approvals for any of our
products.

The manufacturing facilities and processes for our products, whether manufactured directly by us or by a third party, will be subject to rigorous
regulation, including the need to comply with Federal Good Manufacturing Practice regulations. We are also subject to regulation under the
Occupational Safety and Health
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Act, the Environmental Protection Act, the Nuclear Energy and Radiation Control Act, the Toxic Substance Control Act and the Resource
Conservation and Recovery Act.

Employees

As of December 31, 2001, we have four full-time employees and one part-time employee.

Properties

We currently lease administrative office space at 154 Technology Parkway, Norcross, Georgia. These facilities are in satisfactory condition and
suitable for our purposes and present operations. We also use contract lab facilities for research and development purposes.

Legal Proceedings

We are not a party to any material litigation. We are occasionally involved in other claims arising out of our operations in the normal course of
business, none of which are expected, individually or in the aggregate, to have a material adverse affect on us.

Market for Registrant�s Common Equity and Related Stockholder Matters

Due to our inability to comply with the $1.00 per share closing bid requirement of the Nasdaq National Market, on May 14, 2002, CytRx applied
to transfer its common stock from the Nasdaq National Market to the Nasdaq SmallCap Market. Nasdaq approved the transfer to the Nasdaq
SmallCap Market effective as of May 28, 2002. The Nasdaq SmallCap Market has the same $1.00 per share closing bid requirement, but CytRx
has until at least August 13, 2002 to demonstrate compliance with such requirement under Nasdaq SmallCap Market rules for a period of at least
ten consecutive trading days. If we fail to demonstrate such compliance by such date, Nasdaq may delist our common stock. On May 23, 2002,
the closing bid for our common stock was $0.61. Our common stock continues to be traded under the symbol �CYTR.�

The following table sets forth the high and low sale prices for our common stock for the periods indicated as reported by the Nasdaq National
Market. Such prices represent prices between dealers without adjustment for retail mark-ups, mark-downs, or commissions and may not
necessarily represent actual transactions.

High Low

COMMON STOCK:
2002
First Quarter 1.00 .56
2001
Fourth Quarter .94 .45
Third Quarter 1.12 .61
Second Quarter 1.35 .79
First Quarter 1.22 .75
2000
Fourth Quarter 1.56 .47
Third Quarter 1.63 .81
Second Quarter 2.88 .81
First Quarter 6.44 .91

On May 23, 2002, the closing price of our common stock as reported on the Nasdaq National Market was $0.87 and there were approximately
1,100 holders of record of our Company�s common stock. The number of record holders does not reflect the number of beneficial owners of our
common stock for whom shares are held by brokerage firms and other institutions. We have not paid any dividends since our inception and do
not contemplate payment of dividends in the foreseeable future.
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CYTRX SELECTED CONSOLIDATED FINANCIAL DATA

The following table sets forth selected historical consolidated financial data of CytRx. The selected consolidated statements of operations for the
three month periods ended March 31, 2002 and 2001 and the selected consolidated balance sheet data as of March 31, 2002 have been derived
from CytRx�s unaudited consolidated financial statements included in another part of this proxy statement, which, in the opinion of our
management, include all adjustments, consisting of normal recurring accruals, necessary for a fair presentation in all material respects of such
information. The selected consolidated balance sheet data as of March 31, 2001 has been derived from CytRx�s unaudited consolidated financial
statements for such period, which, in the opinion of our management, include all adjustments, consisting of normal recurring accruals, necessary
for a fair presentation in all material respects of such information. The selected consolidated statements of operations for each of the three years
ended December 31, 2001, 2000 and 1999 and the selected consolidated balance sheet data as of December 31, 2001 and December 31, 2000
have been derived from CytRx�s audited consolidated financial statements also included in another part of this proxy statement. The selected
consolidated statement of operations data for the years ended December 31, 1998 and 1997 and the selected consolidated balance sheet data as
of December 31, 1999, December 31, 1998 and December 31, 1997 have been derived from CytRx�s audited financial statements for those
periods.

The selected financial data set forth below should be read in conjunction with the sections of this proxy statement entitled �The Merger� and
�CytRx Management�s Discussion and Analysis of Financial Condition and Results of Operations,� CytRx�s financial statements and related notes
and the other financial data included elsewhere in this proxy statement. Historical results are not necessarily indicative of results to be expected
in the future.

Years Ended December 31,
Three Months Ended

March 31,

2001 2000 1999 1998 1997 2002 2001

(Unaudited) (Unaudited)
Statement of Operations
Data:
Revenues:
Service revenues $ 101,463 $ 451,031 $ 322,536 $ 350,789 $ 422,039 $ 22,453 $ 26,014
License fees 3,751,000 2,000,000 �  �  �  1,000,000 �  
Interest and other income 546,947 876,827 1,068,924 1,762,747 1,381,306 118,567 156,780

Total revenues 4,399,410 3,327,858 1,391,460 2,113,536 1,803,345 1,141,020 182,794

Loss from continuing
operations (931,341) (1,147,457) (15,269,918) (7,737,296) (4,618,867) (179,245) (1,157,232)
Income (loss) from
discontinued operations �  799,355 240,627 2,943,937 (1,434,125) �  �  
Extraordinary item �  �  �  (325,120) �  �  �  

Net loss $ (931,341) $ (348,102) $ (15,029,291) $ (5,118,479) $ (6,052,992) $ (179,245) $ (1,157,232)

Basic and diluted loss per
common share:
Loss from continuing
operations $ (0.09) $ (0.12) $ (1.99) $ (1.01) $ (0.62) $ (0.02) $ (0.11)
Income (loss) from
discontinued operations �  0.08 0.03 0.38 (0.20) �  �  
Extraordinary item �  �  �  (0.04) �  �  �  
Net loss $ (0.09) $ (0.04) $ (1.96) $ (0.67) $ (0.82) $ (0.02) $ (0.11)

Balance Sheet Data:
Total assets $ 7,610,596 $ 6,859,238 $ 6,128,063 $ 16,641,568 $ 24,905,995 $ 7,604,428 $ 5,785,195
Long-term debt �  �  650,000 �  �  �  �  
Other long-term liabilities �  �  1,693,638 �  �  �  �  
Convertible debentures �  �  �  �  2,000,000 �  �  
Total stockholders� equity 6,582,751 5,618,814 1,032,688 14,688,548 19,248,395 6,857,628 4,971,467
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CYTRX MANAGEMENT�S DISCUSSION AND ANALYSIS OF  
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This discussion includes �forward looking� statements that reflect our current views with respect to future events and financial performance.
Investors should be aware that actual results may differ materially from our expressed expectations because of risks and uncertainties inherent
in future events, particularly those risks identified in our annual report on Form 10-K for the year ended December 31, 2001, and should not
unduly rely on these forward looking statements. We undertake no duty to update the information in this discussion.

The following should be read in conjunction with selected financial data, the audited consolidated financial statements of CytRx included in this
proxy statement, and other financial information appearing elsewhere in this proxy statement.

Critical Accounting Policies and Estimates

Management�s discussion and analysis of its financial condition and results of operation are based on our consolidated financial statements,
which have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of these financial
statements requires management to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses,
and related disclosure of contingent assets and liabilities. On an on-going basis, management evaluates its estimates, including those related to
revenue recognition, bad debts, accrued liabilities and certain expenses. We base our estimates on historical experience and on various other
assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ materially from these estimates
under different assumptions or conditions.

Our significant accounting policies are summarized in Note 2 to our consolidated financial statements. We believe the following critical
accounting policies affect our more significant judgments and estimates used in the preparation of our consolidated financial statements.

Revenue Recognition

Service revenues are recognized at the time services are rendered. CytRx does not require collateral or other securities for sales made on credit.
Revenues from collaborative research arrangements and grants are generally recorded as the related costs are incurred. The costs incurred under
such arrangements are recorded as research and development expense and approximate the revenues reported in the accompanying statements of
operations. Non-refundable license fee revenue is recognized upon receipt when no continuing involvement of CytRx is required and payment of
the license fee represents the culmination of the earnings process. Non-refundable license fees received subject to future performance by CytRx
or that are credited against future payments due to CytRx are deferred until services are performed, future payments are received or termination
of the agreement, whichever is earlier.

Stock-based Compensation

CytRx grants stock options and warrants for a fixed number of shares to key employees and directors with an exercise price equal to the fair
market value of the shares at the date of grant. CytRx accounts for stock option grants and warrants in accordance with APB Opinion No. 25,
Accounting for Stock Issued to Employees and related interpretations, and, accordingly, recognizes no compensation expense for the stock option
grants and warrants for which the terms are fixed. For stock option grants and warrants which vest based on certain corporate performance
criteria, compensation expense is recognized to the extent that the quoted market price per share exceeds the exercise price on the date such
criteria are achieved or are probable. At each reporting period end, CytRx must estimate the probability of the criteria specified in the stock
based awards being met. Different
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assumptions in assessing this probability could result in additional compensation expense being recognized. In October 1995, the FASB issued
Statement of Financial Accounting Standards No. 123, Accounting for Stock-based Compensation, which provides an alternative to APB 25 in
accounting for stock-based compensation issued to employees. However, CytRx has continued to account for stock-based compensation in
accordance with APB 25 (see Note 8 to CytRx�s consolidated financial statements included elsewhere in this proxy statement). CytRx has also
granted stock options and warrants to certain consultants and other third parties. Stock options and warrants granted to consultants and other
third parties are accounted for in accordance with Emerging Issues Task Force No. 96-18, Accounting for Equity Instruments That Are Issued for
Sales of Goods and Services to Other Than Employees, and are valued at the fair market value of the options and warrants granted or the services
received, whichever is more reliably measurable. Expense is recognized in the period in which a performance commitment exists or the period in
which the services are received, whichever is earlier.

Quarterly Financial Data

The following table sets forth unaudited statement of operations data for our nine most recent quarters. This quarterly information has been
derived from our unaudited financial statements and, in the opinion of management, includes all adjustments, consisting only of normal
recurring adjustments, necessary for a fair presentation of the information for the periods covered. The quarterly data should be read in
conjunction with our financial statements and related notes. The operating results for any quarter are not necessarily indicative of the operating
results for any future period.

Quarter Ended
Statement of

Operations Data
March 31,
2000

June 30,
2000

September 30,
2000

December 31,
2000

March 31,
2001

June 30,
2001

September 30,
2001

December 31,
2001

March 31,
2002

(in thousands, except for per share data)
Service Revenues $ 100 $ 85 $ 168 $ 98 $ 26 $ 10 $ 28 $ 37 $ 22
Gross profit 48 41 86 8 13 3 7 7 11
Income (loss) from
continuing operations (940) (762) (606) 1,161 (1,157) (1,220) (1,002) 2,448 (179)
Income from
discontinued operations 40 759 �  �  �  �  �  �  �  
Net income (loss) (900) (3) (606) 1,161 (1,157) (1,220) (1,002) 2,448 (179)
Basic and diluted
income (loss) per
common share:
Continuing operations (0.12) (0.08) (0.06) 0.11 (0.11) (0.12) (0.10) 0.23 (0.02)
Discontinued operations 0.01 0.08 �  �  �  �  �  �  �  
Net income (loss) (0.11) (0.00) (0.06) 0.11 (0.11) (0.12) (0.10) 0.23 (0.02)

Liquidity and Capital Resources

At March 31, 2002, we had cash and cash equivalents of $5.0 million and net assets of $6.9 million, compared to $5.3 million and $6.6 million,
respectively, at December 31, 2001, and $3.8 million and $5.6 million, respectively, at December 31, 2000. Working capital totaled $4.5 million
at March 31, 2002, compared to $4.4 million at December 31, 2001 and $2.7 million at December 31, 2000.

On December 7, 2001, CytRx entered into a license agreement with Vical Incorporated granting Vical exclusive, worldwide rights to use or
sublicense CytRx�s TranzFect poloxamer technology to enhance viral or non-viral delivery of polynucleotides (such as DNA and RNA) in all
preventive and therapeutic human and animal health applications, except for (1) four infectious disease vaccine targets previously licensed by
CytRx to Merck, and (2) DNA vaccines or therapeutics based on prostate-specific membrane antigen (PSMA). In addition, the Vical license
permits Vical to use TranzFect poloxamer technology to enhance the delivery of proteins in prime-boost vaccine applications that involve the
use of polynucleotides. Under the Vical license, CytRx received an up-front payment of $3,750,000 and has the potential to receive milestone
and royalty payments in the future based on criteria described in the agreement. Restrictions in the Vical license prevent us from disclosing
certain of its terms, including some of the specific terms of the potential milestone and royalty
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payments. All amounts paid to us are non-refundable upon termination and require no additional effort on our part.

In November 2000, we entered into an exclusive, worldwide license agreement with Merck & Co., Inc. whereby we granted to Merck the right
to use our TranzFect technology in DNA-based vaccines targeted to four infectious diseases, one of which is HIV. For the license to the
TranzFect technology to treat the first disease target, Merck has paid us a signature payment of $2 million. In addition, in February 2002, Merck
paid us a $1 million milestone fee related to the commencement by Merck of the first U.S. Food and Drug Administration Phase I Study for the
first product incorporating TranzFect designed for the prevention and treatment of HIV. Merck may pay us additional milestone and product
approval payments in the future of up to $3 million as they develop the product. Additionally, if certain conditions are met regarding patent
protection and Merck�s competitive position, Merck may pay a royalty to us of 1% on net sales of products incorporating TranzFect for the first
disease target. For each of the licenses to the TranzFect technology to treat the three additional disease targets, Merck will make a series of
milestone and product approval payments to us totaling up to $2,850,000 each. If and when sales of products incorporating TranzFect for the
three additional disease targets commence, we will receive royalties of between 2 and 4% of the net sales from such products. Additionally, if
certain conditions are met regarding patent protection and Merck�s competitive position, Merck may pay an additional royalty of 1% on net sales
of products incorporating TranzFect for these additional disease targets. Merck will also pay an annual fee of between $50,000 and $100,000
until the first product approval for one of the three additional disease targets. Merck may terminate the license at any time, upon 90 days written
notice. All amounts paid to us are non-refundable upon termination and require no additional effort on our part.

In April 2000, we entered into a private equity line of credit agreement whereby we have the right to put shares of our common stock to an
investor from time to time to raise up to $5,000,000, subject to the conditions and restrictions included in the agreement. Our ability to raise
significant funds through this mechanism is subject to a number of risks and uncertainties, including stock market conditions and our ability to
obtain and maintain an effective registration of the related shares with the Securities and Exchange Commission. To date, we have not exercised
our right to sell shares under this agreement.

We are seeking government support for additional clinical studies of CRL-5861 (FLOCOR) in sickle cell disease. Based on the encouraging
results we observed in children in the previous Phase III clinical study of CRL-5861, we have collaborated with a consortium of pediatric
hematology centers led by Johns Hopkins University School of Medicine to design a follow-up Phase III trial to further investigate CRL-5861 in
children with sickle cell crisis. Johns Hopkins University School of Medicine, in cooperation with the Maryland Medical Research Institute, has
submitted grant applications to the National Heart, Lung and Blood Institute of the National Institutes of Health (NHLBI) for financial support
of the trial. We expect the NHLBI to make funding decisions with regard to these grant applications during the third quarter of 2002. We also
continue to engage in discussions with third parties for the possible license of CRL-5861. We cannot assure you that we will be awarded any of
the grants or that we will enter into any license of CRL-5861 with a third party.

On February 11, 2002, we entered into an agreement whereby CytRx will acquire Global Genomics Capital, Inc., a privately held genomics
holding company, by merging a wholly owned subsidiary of CytRx with and into Global Genomics Capital. The closing of the merger is
anticipated in third quarter 2002, and is contingent upon approval by the shareholders of each company and other customary closing conditions.
If our proposed merger with Global Genomics Capital is completed, we will become obligated under contracts with our Chief Executive Officer
and other officers to make cash payments to such officers of up to $1.2 million in the aggregate upon termination of their employment for
severance.

We believe that we will have adequate working capital to allow us to operate through early 2003, but that additional funds will be needed to
advance any of our technologies under development. Some of our additional capital requirements may be provided by the equity line of credit
agreement or by potential milestone payments pursuant to the Merck and Vical licenses, but we also will pursue other sources of equity capital.
The results of
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our technology licensing efforts and/or the actual proceeds of any fund-raising activities will determine our ongoing ability to operate as a going
concern with the current portfolio of technologies under development. These efforts are subject to market conditions and our ability to identify
parties that are willing and able to enter into such arrangements on terms that are satisfactory to us. There is no assurance that such funding will
be available to finance our operations on acceptable terms, if at all. Insufficient funding may require us to delay, reduce or eliminate some or all
of our research and development activities, planned clinical trials and administrative programs.

At December 31, 2001, we had consolidated net operating loss carryforwards for income tax purposes of approximately $54.1 million, which
will expire in 2003 through 2020 if not utilized. We also have research and development tax credits and orphan drug tax credits available to
reduce income taxes, if any, of approximately $6.7 million, which will expire in 2003 through 2021 if not utilized. Based on an assessment of all
available evidence including, but not limited to, our limited operating history and lack of profitability, uncertainties of the commercial viability
of our technology, the impact of government regulation and healthcare reform initiatives, and other risks normally associated with biotechnology
companies, we have concluded that it is more likely than not that these net operating loss carryforwards and credits will not be realized and, as a
result, a 100% deferred tax valuation allowance has been recorded against these assets.

The above statements regarding our plans and expectations for future financing are forward-looking statements that are subject to a number of
risks and uncertainties. Our ability to obtain future financings through joint ventures, product licensing arrangements, equity financings or
otherwise is subject to market conditions and our ability to identify parties that are willing and able to enter into such arrangements on terms that
are satisfactory to us. There can be no assurance that we will be able to obtain future financing from these sources. Additionally, depending upon
the outcome of our fund raising efforts, the accompanying financial information may not necessarily be indicative of future operating results or
future financial condition.

Results of Operations for Years Ended December 31, 2001, 2000 and 1999

We recorded a net loss of $931,000 for the year ended December 31, 2001 as compared to net losses of $348,000 for 2000 and $15,029,000 for
1999. Loss from continuing operations was $931,000, $1,147,000 and $15,270,000 in 2001, 2000 and 1999, respectively.

Since 1996 we have marketed the services of a small group of human resource professionals to third parties under the name of Spectrum
Recruitment Research as a way of offsetting our cost of maintaining this function. Service revenues related to Spectrum were $101,000 in 2001,
$451,000 in 2000 and $323,000 in 1999. Cost of service revenues was $71,000 in 2001, $268,000 in 2000 and $240,000 in 1999, or 70%, 59%
and 74% of service revenues, respectively. As more thoroughly discussed in Note 16 to CytRx�s consolidated financial statements included
elsewhere in this proxy statement, the operations of Spectrum were terminated in February 2002.

Interest income was $162,000 in 2001 as compared to $170,000 in 2000 and $463,000 in 1999. The variance between years is attributable
primarily to fluctuating cash balances. License fee income of $3,751,000 in 2001 and $2,000,000 in 2000 relates to our licenses of TranzFect to
Vical and Merck, respectively (see Note 12 to CytRx�s consolidated financial statements included elsewhere in this proxy statement). Grant
income was $157,000 in 2001 versus $349,000 in 2000 and $464,000 in 1999; the higher amount during 1999 is primarily due to a $445,000
grant from the U.S. Food and Drug Administration�s Division of Orphan Drug Development to support our Phase III clinical trial of FLOCOR
during 1998 and 1999. Other income was $228,000, $358,000 and $142,000 in 2001, 2000 and 1999, respectively. Other income for 2000
includes $225,000 in fees paid to us by Merck pursuant to an evaluation agreement for our TranzFect technology and pursuant to a fee for
service agreement whereby we provided certain chemistry services to Merck.

Research and development expenses during 2001 were $1,844,000 versus $1,962,000 in 2000 and $12,812,000 in 1999. Research and
development expenses were higher in 1999 primarily due to our clinical
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development activities for CRL-5861 (FLOCOR). In March 1998, we began a Phase III trial of CRL-5861 for treatment of acute sickle cell
crisis, which was completed in December 1999. During 1999, we also continued our Phase I trial of CRL-5861 for treatment of Acute Chest
Syndrome in sickle cell patients and initiated two additional clinical trials of CRL-5861�a Phase III study investigated repeat use of FLOCOR in
patients with acute sickle cell crisis and a Phase I/II study for treatment of Acute Lung Injury. Subsequent to the completion of the Phase III
trial, we reduced our clinical development activities for CRL-5861 pending further analysis of the Phase III results. Our development activities
during 2000 and 2001 have consisted primarily of analysis of the Phase III results, consultation with our scientific and regulatory advisors and
meetings with regulatory authorities regarding preparation for the next clinical activities for CRL-5861. The Phase III study did not achieve the
high level of statistical significance required by the FDA for the study as a whole; the results in children, however, were statistically significant
and our planned future studies will focus on the pediatric sickle cell population. Based on our recent conversations with the FDA, it is likely that
either two small additional pivotal trials or one large trial will be required for approval, along with one to two additional safety studies. During
2001 we also initiated additional preclinical studies investigating the use of CRL-5861 in the areas of cancer and spinal cord injury.

Selling, general and administrative expenses during 2001 were $3,416,000 as compared to $2,245,000 in 2000 and $3,610,000 in 1999. We
recorded non-cash charges of $1,441,000, $365,000 and $1,043,000 during 2001, 2000 and 1999, respectively, related to the issuance of stock
warrants to certain consultants and certain vesting events for management stock options. Excluding these charges, selling, general and
administrative expenses were $1,975,000, $1,880,000 and $2,567,000 during 2001, 2000 and 1999, respectively. The decrease from 1999 to
2000 reflects staff reductions and other measures we took during the first quarter of 2000 to reduce our expenses and conserve cash resources.

Discontinued Operations

Net income (loss) from the discontinued operations of Titermax and Vaxcel (net of minority interest) was $-0-, $799,000 and $241,000 in 2001,
2000 and 1999. See Note 13 to CytRx�s consolidated financial statements included elsewhere in this proxy statement. The following table
presents the breakdown of net income (loss) from discontinued operations.

2001 2000 1999

Titermax:
Operations �  119,000 281,000
Gain on sale of business �  680,000 �  

�  799,000 281,000
Vaxcel:
Operations �  �  (44,000)
Minority interest �  �  4,000

�  �  (40,000)

Net income from discontinued operations $        �  $ 799,000 $ 241,000

Results of Operations for the Three Months Ended March 31, 2002 and 2001

We recorded a net loss of $179,000 for the three month period ended March 31, 2002 as compared to $1,157,000 for 2001.

Since 1996 we have marketed the services of a small group of human resource professionals to third parties under the name of Spectrum
Recruitment Research (�Spectrum�) as a way of offsetting our cost of maintaining this function. Service revenues related to Spectrum were
$22,000 and $26,000 during the three months ended March 31, 2002 and 2001, respectively. Cost of service revenues was $11,000 in 2002
versus $13,000 in 2001. In
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February 2002, CytRx terminated the operations of Spectrum and transferred the rights to use the Spectrum trade names to Albert, Isaac &
Alexander, Inc., a consulting firm comprised of former CytRx (Spectrum) employees.

License fee income was $1,000,000 and $-0- during the three months ended March 31, 2002 and 2001, respectively. License fees for 2002
consist of a milestone fee received from Merck & Co., Inc. related to the commencement by Merck of a Phase I human clinical trial
incorporating our TranzFect technology. Interest income was $32,000 in 2002 versus $61,000 in 2001. The variance between years generally
corresponds to fluctuating cash and investment balances. Grant income was $31,000 in 2002 versus $46,000 in 2001. Costs related to grant
income are included in research and development expense and generally approximate the amount of revenue recognized. Other income was
$55,000 in 2002 versus $50,000 in 2001. Other income primarily consists of subrental fees.

Research and development expenses were $319,000 and $449,000 during the three months ended March 31, 2002 and 2001, respectively.
Research and development expenditures for both periods primarily relate to our development activities for CRL-5861. During the first quarter of
2002, we conducted limited activities, pending a funding decision from the NHLBI relative to our previous grant submissions. Higher expenses
during the first quarter of 2001 relate to our initiation of preclinical studies of CRL-5861 for the treatment of spinal cord injury and cancer.

Selling, general and administrative expenditures were $990,000 and $879,000 during the three months ended March 31, 2002 and 2001,
respectively. During the first quarter of 2002 and 2001, we recognized non-cash charges of $89,000 and $479,000, respectively, related to the
issuance of stock purchase warrants to certain consultants. Additionally, during the first quarter of 2002, as a result of our agreement to merge
with Global Genomics Capital, Inc., we paid Jack Luchese, our President and Chief Executive Officer, a �Success Bonus� of approximately
$435,000 pursuant to his employment agreement. In order to conserve the Company�s cash resources, Mr. Luchese agreed to accept $325,000 of
the amount in CytRx stock rather than cash. As an inducement for Mr. Luchese to accept shares of stock in lieu of cash, these shares were issued
at a value equal to 85% of the volume weighted average price of CytRx common stock for the 20 trading days prior to February 11, 2002. The
total expense we recorded was approximately $428,000. Excluding these one-time charges, selling, general and administrative expenditures were
$473,000 and $400,000 during the three months ended March 31, 2002 and 2001, respectively.

CYTRX QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our financial instruments that are sensitive to changes in interest rates are our investments. As of March 31, 2002, we held no investments other
than amounts invested in money market accounts. We are not subject to any other material market risks.
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CYTRX MANAGEMENT

Pursuant to our bylaws, our board of directors has set the number of directors of CytRx at five. Our certificate of incorporation and bylaws
provide that the members of our board of directors are divided into three classes, one class to be elected at each annual meeting of stockholders
and to serve for a term of three years.

Our board of directors has nominated each of Raymond C. Carnahan, Jr. and Herbert H. McDade, Jr. for election as a Class II director to serve
until the earliest of:

� CytRx�s 2005 annual meeting of stockholders,

� his successor is elected and qualified, or

� his death, resignation or removal for cause.

If the merger closes, Jack J. Luchese will resign as a director, the board will increase the size of the board to seven members, and the board will
appoint Steven A. Kriegsman, Louis J. Ignarro, Ph.D. and Joseph Rubinfeld, Ph.D. to fill the vacancies.

The following is information concerning the nominees for election as well as the directors whose terms of office will continue after the Annual
Meeting, which information includes each directors age in parentheses after his name. For information about the three individuals who will
become directors of CytRx if the merger closes, see ��Global Genomics Capital Designees� below.

Current Nominees

Class II�Nominees to Serve as Directors Until the 2005 Annual Meeting

Raymond C. Carnahan, Jr. (76) first became a director of CytRx in 1991. Mr. Carnahan has over 39 years of experience in cost controls and
operational systems in a variety of industries. Prior to his retirement in 1991, Mr. Carnahan served as Manager, International Cost Analysis
planning for Johnson & Johnson International from 1974 to 1991. Mr. Carnahan has provided consulting services to Waterford-Wedgewood
Corporation in England and to Torf Pharmaceutical Corporation in Poland and serves as President for the Morristown Memorial Hospital
Chaplaincy Service in Morristown, New Jersey.

Herbert H. McDade, Jr. (75) first became a director of CytRx in 1990. Mr. McDade has been retired from business since 1996. From 1989 to
1996 Mr. McDade served as Chairman, President and Chief Executive Officer of Chemex Pharmaceuticals, Inc. (now Access Pharmaceuticals,
Inc.). From 1986 to 1989 he was Chairman and President of Armour Pharmaceutical Corporation, a wholly owned subsidiary of Rorer Group,
Inc. (now Rhone-Poulenc Rorer). Prior to 1986, Mr. McDade served as Vice President of the Revlon Corporation. Mr. McDade serves as a
director of Access Pharmaceuticals, Inc., Discovery Laboratories, Inc. and CellPath, Inc.

The persons designated as proxies intend to vote the shares represented thereby in favor of the election to the board of directors of the nominees,
unless either authority to vote for any nominee is withheld or such proxy has previously been revoked. We believe that the nominees will be
available and able to serve as directors. In the event that a nominee is unable to serve (which is not anticipated), the persons designated as
proxies will cast votes for such other person as they may select. We anticipate that management stockholders of CytRx will vote for the election
of the nominees.

The Board of Directors recommends a vote FOR the nominees for election as directors. The affirmative vote of a plurality of the votes
cast at the Annual Meeting at which a quorum is present is required for the election of the nominees.
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Continuing Directors

The following directors will continue to serve after the Annual Meeting, unless the merger closes. If the merger closes, Jack J. Luchese will
resign as a director, the board will increase the size of the board to seven members and three individuals designated by Global Genomics Capital
will be appointed to fill the vacancies. See ��Global Genomics Capital Designees� below.

Class I � Term Expiring at the 2004 Annual Meeting

Jack J. Luchese (53) has been President and Chief Executive Officer and a director of CytRx since March 1989. Prior to joining CytRx, Mr.
Luchese served as Vice President and General Manager of the Armour Pharmaceutical Corporation, and as Vice President, Corporate Business
Development and a member of the Management Committee of Rorer Group, Inc. (now Rhone-Poulenc Rorer). Prior to joining Rorer Group,
Inc., Mr. Luchese was with Johnson & Johnson for 15 years where he held various positions in business development, field sales, new product
marketing and finance. Mr. Luchese also serves as a director of DNAprint Genomics, Inc.

Class III � Term Expiring at the 2003 Annual Meeting

Max Link (61) first became a director of CytRx in 1996. Dr. Link has been retired from business since 1994. From May 1993 to June 1994, Dr.
Link served as the Chief Executive Officer of Corange U.S. Holdings, Inc. (the holding company for Boehringer Mannheim Therapeutics,
Boehringer Mannheim Diagnostics and DePuy International). From 1992 to 1993, Dr. Link was Chairman of Sandoz Pharma. From 1987 to
1992, Dr. Link was the Chief Executive Officer of Sandoz Pharma, Ltd. and a member of the Executive Board of Sandoz, Ltd., Basel. Prior to
1987, Dr. Link served in various capacities with the United States operations of Sandoz, including President and Chief Executive Officer. Dr.
Link also serves as a director of Access Pharmaceuticals, Inc., Alexion Pharmaceuticals, Inc., Cell Therapeutics, Inc., Celsion Corporation,
Columbia Laboratories, Inc., Discovery Laboratories, Inc., Human Genome Sciences, Inc., Protein Design Laboratories, Inc. and Sulzer Medica,
Ltd.

Alexander L. Cappello (46) first became a director of CytRx in January 2001. Since 1981, Mr. Cappello has served as Chairman of Cappello
Group, Inc. Mr. Cappello has been active in the investment banking, merchant banking, project finance and venture capital arena since 1975.
Prior to his current role with Cappello Group Inc., he was the founder of both Swiss American Financial and Euro American Financial Corp.,
two merchant and investment banking firms that progressively expanded operations throughout North America and Europe. Mr. Cappello�s early
career experience was in sales with IBM and corporate finance with Union Bank of California. Mr. Cappello also serves as a director of
Advanced Biotherapy, Inc.

Global Genomics Capital Designees

If the merger closes, the following individuals will be appointed as members of the CytRx board of directors:

Steven A. Kriegsman (60) has served as a director and the Chairman of Global Genomics Capital since June 14, 2000. Mr. Kriegsman is
President and founder of Kriegsman Capital Group LLC, a financial advisory firm specializing in the development of alternative sources of
equity capital for emerging growth companies. Mr. Kriegsman has advised such companies as Closure Medical Corporation, Novoste
Corporation, Advanced Tissue Sciences, Inc., Miravant Medical Technologies and Maxim Pharmaceuticals. Mr. Kriegsman has a B.S. degree
from New York University in accounting and completed the Executive Program in Mergers and Acquisitions at New York University, The
Management Institute. Mr. Kriegsman serves as a member of the board of directors of AuthentiDate Holdings Corp.
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Louis Ignarro, Ph.D. (60) has served as a director of Global Genomics Capital since November 20, 2000. Dr. Ignarro serves as the Jerome J.
Bezler, M.D. Distinguished Professor of Pharmacology in the Department of Molecular and Medical Pharmacology at the UCLA School of
Medicine. Dr. Ignarro has been at the UCLA School of Medicine since 1985 as a professor, acting chairman and assistant dean. Dr. Ignarro
received the Nobel Prize for Medicine in 1998. Dr. Ignarro received a B.S. in pharmacy from Columbia University and his Ph.D. in
Pharmacology from the University of Minnesota.

Joseph Rubinfeld, Ph.D. (69) co-founded SuperGen, Inc. in 1991 and has served as its Chief Executive Officer and President and as a director
since its inception. Dr. Rubinfeld was also Chief Scientific Officer of SuperGen from 1991 until September 1997. Dr. Rubinfeld was one of the
four initial founders of Amgen, Inc. in 1980 and served as a Vice President and its Chief of Operations until 1983. From 1987 until 1990, Dr.
Rubinfeld was a Senior Director at Cetus Corporation and from 1968 to 1980, Dr. Rubinfeld was employed at Bristol-Myers Company,
International Division in a variety of positions. Dr. Rubinfeld is a member of the board of directors of AVI BioPharma, Inc. and
NeoTherapeutics, Inc. Dr. Rubinfeld received a B.S. degree in chemistry from C.C.N.Y. and a M.A. and Ph.D. in chemistry from Columbia
University.

Meetings of the Board of Directors and Committees

Board of Directors.    The property, affairs and business of CytRx are under the general management of our board of directors as provided by the
laws of Delaware and our bylaws. CytRx has standing audit and compensation committees of the board of directors. CytRx does not have a
nominating committee.

Our board of directors held seven meetings during 2001. Each director attended at least 75% of the total meetings of the board and the
committees on which he served during 2001, except for Max Link and Alexander L. Cappello.

Audit Committee.    The audit committee makes recommendations concerning the engagement of outside auditors, reviews with the outside
auditors the plans and results of the audit engagement, approves professional services provided by the outside auditors, reviews the
independence of the outside auditors, considers the range of audit and non-audit fees and reviews the adequacy of CytRx�s internal accounting
controls. The audit committee has discussed with the outside auditors the auditors� independence from management and CytRx, including the
matters in the written disclosures required by the Independence Standards Board, and considered the compatibility of non-audit services with the
auditors� independence. The board of directors has adopted a written charter for the audit committee. The current members of the audit
committee are Raymond C. Carnahan, Jr. (Chairman), Max Link and Herbert H. McDade, Jr. The audit committee held one meeting during
2001.

Compensation Committee.    The compensation committee is authorized to review annual salaries and bonuses and has the authority to determine
the recipients of stock options, the time or times at which options shall be granted, the exercise price of each option, and the number of shares to
be issuable upon the exercise of each option. The compensation committee is also authorized to interpret the CytRx Corporation 1986, 1994 and
1995 Stock Option Plans and the CytRx Corporation 1998 and 2000 Long-Term Incentive Plans to prescribe, amend and rescind rules and
regulations relating to the plans, to determine the term and provisions of the respective option agreements, and to make all other determinations
deemed necessary or advisable for the administration of the plans. Its current members are Herbert H. McDade, Jr. (Chairman), Raymond C.
Carnahan, Jr. and Max Link. The compensation committee held four meetings during 2001.

Compensation of Directors

Directors who are employees of CytRx receive no compensation for their service as directors or as members of committees. Non-employee
directors receive a fee of $2,000 for each board meeting attended ($750 for meetings attended by teleconference) and $500 for each committee
meeting attended. Non-employee directors who chair a board committee receive an additional $250 for each committee meeting attended.
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Each non-employee director receives an initial stock option grant to purchase 5,000 shares upon the date he or she first becomes a member of the
board. Options to purchase 5,000 shares of common stock are granted to each non-employee director annually. Stock option grants to directors
pursuant to the plans discussed above contain the same terms and provisions as stock option grants to employees, except that options granted to
directors are considered non-qualified stock options for income tax reporting purposes.

Beneficial Owners of More Than Five Percent of CytRx�s Common Stock; Shares Held by Directors and Executive Officers

Based solely upon information made available to us, the following table sets forth information with respect to the beneficial ownership of our
common stock as of             , 2002 by (1) each person who is known by us to beneficially own more than five percent of the common stock; (2)
each director and nominee for director; (3) each of the named executive officers listed in ��Executive Compensation� below; and (4) all executive
officers and directors as a group. Except as otherwise indicated, the holders listed below have sole voting and investment power with respect to
all shares of common stock beneficially owned by them.

Shares of Common Stock

Name of Beneficial Owner Number Percentage

Alexander L. Cappello (1) 438,334 3.7%
Raymond C. Carnahan, Jr. (2) 25,465 *
R. Martin Emanuele (3) 215,604 1.8%
J. Michael Grindel (4) 162,690 1.4%
Max Link (5) 32,914 *
Jack J. Luchese (6) 2,262,005 17.0%
Herbert H. McDade, Jr. (7) 34,095 *
Mark W. Reynolds (8) 177,430 1.5%
All executive officers and directors as a group (9 persons) (9) 3,497,365 25.0%

* Less than 1%.
(1) Consists of 438,334 shares subject to options and warrants exercisable within 60 days.
(2) Includes 25,215 shares subject to options exercisable within 60 days.
(3) Includes 195,639 shares subject to options exercisable within 60 days.
(4) Includes 153,416 shares subject to options exercisable within 60 days.
(5) Includes 15,373 shares subject to options exercisable within 60 days.
(6) Includes 1,582,427 shares subject to options and warrants exercisable within 60 days. Mr. Luchese�s business address is ^ CytRx

Corporation, 154 Technology Parkway, Norcross, GA 30092.
(7) Includes 33,095 shares subject to options exercisable within 60 days.
(8) Includes 151,959 shares subject to options exercisable within 60 days.
(9) Includes 2,719,286 shares subject to options and warrants exercisable within 60 days.

If the merger closes, assuming an exchange ratio of 0.771254, immediately after the closing of the merger Steven A. Kriegsman will beneficially
own 4,141,401 shares of CytRx common stock, which will represent approximately 19% of the outstanding common stock immediately after the
effective time of the merger.

Certain Relationships and Related Transactions

Effective January 1, 2001, CytRx entered into an agreement with Cappello Capital Corp. in which Cappello Capital serves as our exclusive
financial advisor. The initial term of such agreement was for a period of twelve months, but concurrently with the execution of the merger
agreement, this agreement was extended until the one year anniversary of the execution of the extension. Under the agreement, Cappello Capital
assists us with analysis of potential transactions and strategic alternatives. The types of transactions that Cappello Capital may assist us with
include private placements of equity, debt or convertible securities, strategic alliances, sale of all or
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a portion of CytRx, recapitalization or strategic acquisitions. As compensation for its services, we granted Cappello Capital a ten-year warrant to
purchase 1,272,492 shares of our common stock (subject to downward adjustment under certain conditions) with an exercise price of $1.00 per
share. Additionally, if we proceed with any of the transactions described in the agreement, we pay Cappello Capital a fee of between 3% and
7.5%, depending upon the nature of the transaction and the dollar amount involved. The fee payable to Cappello Capital if the merger closes will
be 448,330 shares of CytRx common stock, or 4.5% of the shares issuable in the merger. Under the terms of the extension, CytRx will pay
Cappello Capital a monthly retainer fee of $10,000 for the six-month period ending on June 30, 2002. Alexander L. Cappello, one of our
directors, is Chairman and Chief Executive Officer of Cappello Group, Inc., an affiliate of Cappello Capital.

Under his employment agreement, Jack J. Luchese was entitled to a payment of $435,150 upon the execution of the merger agreement by CytRx
and Global Genomics Capital and is entitled to an additional $435,150 upon the closing of the merger. In order to reduce the amount of cash that
CytRx had to pay to Mr. Luchese, CytRx and Mr. Luchese agreed that approximately $325,200 of the first $435,150 payment would be satisfied
by CytRx granting a stock award to Mr. Luchese under the CytRx Corporation 2000 Long-Term Incentive Plan under which CytRx would issue
Mr. Luchese 558,060 shares of CytRx common stock. As an inducement for Mr. Luchese to accept shares of stock in lieu of cash, those shares
were issued at a value equal to 85% of the volume weighted average price of CytRx common stock for the 20 trading days ended on
February 8, 2002.

Under agreements between each executive officer of CytRx, other than Jack J. Luchese, and CytRx, each executive officer of CytRx will be
entitled to a cash payment upon his termination subsequent to the closing of the merger. In order to reduce the amount of cash that CytRx will
have to pay to these executive officers, they have been offered, subject to certain stockholder approval, stock awards in lieu of cash for all or any
portion of the amounts to which they are entitled. If any officer accepts the offer and the stockholders approve the amendment to the 2000
Long-Term Incentive Plan increasing the number of shares subject to that plan, that officer will receive a stock award under which CytRx will
issue that officer a number of shares that when multiplied by 85% of the volume weighted average price of CytRx common stock for the 20
trading days prior to February 11, 2002, equals the amount of cash that the officer has elected to forego. In addition, as an additional inducement
for an executive officer to accept, in full or in part, this offer, CytRx has agreed to amend all outstanding options held by such officer to allow
those options to be exercised for the entire remainder of their original terms. For additional information, see �The Merger�Interests of Executive
Officers and Directors� on page 18.

Executive Officers of CytRx

Except for Jack J. Luchese, whose background is discussed above in ��Continuing Directors�, set forth below is information regarding CytRx�s
executive officers, including their ages, positions with CytRx and principal occupations and employers for at least the last five years. For
information concerning executive officers� ownership of common stock, see ��Beneficial Owners of More Than Five Percent of CytRx�s Common
Stock; Shares Held by Directors and Executive Officers� above.

R. Martin Emanuele, PH.D. (47) joined CytRx in 1988 as the project director for CytRx�s RheothRx project (now FLOCOR). Dr. Emanuele
assumed the duties of Vice President, Preclinical Development in June 1990 and became Vice President, Research and Business Development in
October 1997. Before joining CytRx, he worked as a clinical research scientist at DuPont Critical Care and as a visiting scientist at Institute
Choay.

William B. Fleck (44) joined CytRx in April 1993 as Vice President, Human Resources. Since 1996, Mr. Fleck has devoted a substantial portion
of his time toward managing CytRx�s Spectrum Recruitment Research division. From 1992 to 1993 Mr. Fleck served as Director, Human
Resources and Training for Central Health Services (CHS). During 1991, he was Director, Human Resources for Knowledgeware, Inc. Prior to
joining Knowledgeware, Mr. Fleck held senior human resources management positions with MCI Communications from 1989 to 1991 and
Harris/3M from 1984 to 1989.
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J. Michael Grindel, PH.D. (55) joined CytRx in October 1997 as Vice President, Drug Development. From 1994 to 1997 Dr. Grindel served as
Vice President, Preclinical Development for Hybridon, Inc. in Cambridge, MA. From 1989 to 1994 Dr. Grindel was Vice President for Project
Planning and Management at the R. W. Johnson Pharmaceutical Research Institute (a subsidiary of Johnson & Johnson) in Raritan, NJ. Prior to
that Dr. Grindel served in various research and development management positions with McNeil Pharmaceutical from 1976 to 1989 and the
Walter Reed Army Institute of Research from 1973 to 1976.

Mark W. Reynolds (40) joined CytRx in 1988 as Controller, becoming Chief Financial Officer and Corporate Secretary in 1996 and Vice
President, Finance in 1999. Prior to joining CytRx, Mr. Reynolds was employed as a certified public accountant with Arthur Andersen LLP in
Atlanta, Georgia.

Executive Compensation

The following table presents summary information concerning compensation paid or accrued by CytRx for services rendered in all capacities
during the fiscal years ended December 31, 1999, 2000 and 2001 for (i) our President and Chief Executive Officer; and (ii) each of our three
other most highly compensated executive officers whose total salary and bonus exceeded $100,000 (determined as of December 31, 2001).

Summary Compensation Table

Annual Compensation
Long-Term

Compensation

Name and Principal Position Year Salary ($) Bonus ($)

Securities
Underlying
Options (#)

All Other
Compensation

($)

Jack J. Luchese 2001 $ 360,150 $ 55,250(1) 550,000(2) $ �  
President and Chief Executive Officer 2000 350,000 17,500 100,000 �  

1999 342,125 75,000 500,000 5,000(6)

R. Martin Emanuele 2001 185,500 30,250(1) 32,500(3) �  
Vice President, Research and Business 2000 181,000 7,500 111,250 �  
Development 1999 174,200 15,000 32,500 5,000(6)

J. Michael Grindel 2001 208,300 17,750(1) 20,000(4) �  
Vice President, Drug Development 2000 203,300 5,000 �  �  

1999 199,150 30,000 20,000 5,000(6)

Mark W. Reynolds 2001 136,250 17,750(1) 32,500(5) �  
Vice President, Finance and Secretary 2000 125,000 12,500 105,250 �  

1999 115,000 20,000 32,500 5,000(6)

(1) Bonuses for 2001 were paid in January 2002.
(2) Includes 500,000 shares underlying previously issued warrants that were repriced during 2001. See �Ten Year Option Repricings.�
(3) Consists of 32,500 shares underlying previously issued options that were repriced during 2001. See �Ten Year Option Repricings.�
(4) Consists of 20,000 shares underlying previously issued options that were repriced during 2001. See �Ten Year Option Repricings.�
(5) Consists of 32,500 shares underlying previously issued options that were repriced during 2001. See �Ten Year Option Repricings.�
(6) Represents matching contributions by CytRx under its 401(k) profit sharing plan.
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Option Grants in Last Fiscal Year

The following table summarizes the stock options and warrants granted during the fiscal year ended December 31, 2001 to each of the executive
officers listed in the Summary Compensation Table above.

Potential Realized Value at
Assumed Annual Rates of
Stock Price Appreciation
for Option Term ($)

Name

Number of
Securities
Underlying
Options

Granted (#)

Percent of
Total Options
Granted to
Employees

in Fiscal Year

Exercise or
Base Price
($/Share)

Expiration
Date 5% 10%

Jack J. Luchese 50,000(2) 7.6% $ 1.00 2/22/03 $ 5,125 $ 10,500
500,000(1)(3) 75.8 0.93 6/7/11 292,436 741,090

R. Martin Emanuele 32,500(1)(4) 4.9 0.93 6/7/11 19,008 48,171
J. Michael Grindel 20,000(1)(5) 3.0 0.93 6/7/11 11,697 29,644
Mark W. Reynolds 32,500(1)(6) 4.9 0.93 6/7/11 19,008 48,171

(1) These are previously issued options or warrants which were repriced on June 7, 2001. See �Ten Year Option Repricings� below.
(2) 100% vested upon grant date.
(3) Warrants as to 250,000 shares vest at the rate of 25,000 per calendar quarter, beginning March 31, 2000. The remaining warrants vest upon

the achievement of Company performance criteria. As of December 31, 2001, 225,000 of the warrants are vested.
(4) Options as to 13,000 shares vest over a three year period from the original date of grant (9/1/99). The remaining options vest upon the

achievement of Company performance criteria. As of December 31, 2001, 13,541 of the options are vested.
(5) Options as to 13,000 shares vest over a three year period from the original date of grant (9/1/99). The remaining options vest upon the

achievement of Company performance criteria. As of December 31, 2001, 10,416 of the options are vested.
(6) Options as to 13,000 shares vest over a three year period from the original date of grant (9/1/99). The remaining options vest upon the

achievement of Company performance criteria. As of December 31, 2001, 13,541 of the options are vested.

Option Values at December 31, 2001

The following table sets forth the number and total value of unexercised in-the-money options at December 31, 2001 for each of our executive
officers named in the Summary Compensation Table above, using the price per share of the common stock of $0.65 on December 31, 2001. No
stock options were exercised during 2001 by any of the executive officers listed in the Summary Compensation Table above.

Number of Securities Underlying
Unexercised Options at
December 31, 2001 (#)

Value of Unexercised
In-the-Money Options
at December 31, 2001

($)

Name Exercisable Unexercisable Exercisable Unexercisable

Jack J. Luchese 1,532,427 325,000 $ �  $ �  
R. Martin Emanuele 167,639 118,959 �  �  
J. Michael Grindel 135,916 57,084 �  �  
Mark W. Reynolds 131,959 118,959 �  �  
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Equity Compensation Plan Information

The following table sets forth certain information as of December 31, 2001 regarding securities authorized for issuance under our equity
compensation plans.

Number of Securities
to be Issued Upon

Exercise of
Outstanding Options,
Warrants and Rights

Weighted-Average
Exercise Price of

Outstanding Options,
Warrants and

Rights

Number of Securities
Remaining Available for Future

Issuance Under Equity
Compensation Plan

Equity compensation plans
approved by security holders:
1986 Stock Option Plan 56,093 $ 1.00 �  
1994 Stock Option Plan 273,823 $ 1.12 32,850
1995 Stock Option Plan 25,000 $ 1.00 22,107
1998 CytRx Corporation Long-Term Incentive Plan 431,535 $ 0.99 17,017
2000 CytRx Corporation Long-Term Incentive Plan 385,417 $ 1.00 None(1)

Equity compensation plans
not approved by security holders:
Other plans(2) 1,707,427 $ 0.98 N/A

Total 2,879,295 $ 1.00 71,974

(1) Subject to stockholder approval of proposal 4, the number of securities available for future issuance will be 2,000,000 shares.
(2) Represents warrants to purchase shares of our common stock we have granted to Mr. Luchese pursuant to his employment agreement.

Mr. Luchese holds warrants to purchase an aggregate of 1,707,427 shares at a weighted-average exercise price of $0.98 per share. Each of the
warrants is exercisable for a term of ten years after the grant date and generally includes a combination of tenure-based vesting as well as vesting
upon the achievement of corporate objectives. See ��Executive Compensation� and ��Compensation Committee Report on Executive Compensation.�
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Ten Year Option Repricings

On June 7, 2001, our board of directors approved a repricing plan whereby certain options and warrants held by employees were repriced, based
on the market price of CytRx�s common stock on the date of board approval ($0.93). The following table sets forth certain information with
respect to adjustments to the exercise price of stock options or warrants previously awarded to any executive officer during the last ten fiscal
years.

Name Date

Number of
Securities
Underlying
Options

Repriced (#)

Market Price
of Stock at
Time of

Repricing ($)

Exercise
Price at
Time of

Repricing ($)

New
Exercise
Price ($)

Length of
Original

Option Term
Remaining at

Date of Repricing

Jack J. Luchese,
President and Chief
Executive Officer

6/7/01
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
1/1/95
1/1/95
1/1/95

500,000
450,000
50,000
200,000
100,000

32,427 50,000
500,000

32,427 75,000

$ 0.93
1.00
1.00
1.00
1.00
1.00
1.00
1.00
5.25
5.25

$ 2.13
2.94
4.13
3.69
7.00
7.00
4.50
4.50
17.00
16.00

$ 0.93
1.00
1.00
1.00
1.00
1.00
1.00
1.00
7.00
7.00

8.2 yrs 9.6 yrs
8.7 yrs 7.5 yrs
6.3 yrs 4.5 yrs
2.4 yrs 6.3 yrs
8.2 yrs 9.5 yrs

R. Martin Emanuele,
Vice President, Research and
Business Development

6/7/01
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
1/1/95
1/1/95
1/1/95
1/1/95
1/1/95
1/1/95
1/1/95

32,500 50,000
5,000 5,000
3,750 12,500

2,500 833
2,500 13,125
6,250 2,297
1,303 1,665
4,375 18,750
3,750 2,500
3,750 1,250
1,250 3,750
18,750 4,375
1,665 1,303

2,297

0.93
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
5.25
5.25
5.25
5.25
5.25
5.25
5.25

2.13
2.94
4.06
3.63
4.00
2.75
3.75
4.52
4.52
7.00
7.00
7.00
7.00
7.00
7.00
7.00
4.00
4.13
7.00
7.00
9.50
11.63
7.88
17.50
23.00
17.63
20.00

0.93
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
7.00
7.00
7.00
7.00
7.00
7.00
7.00

8.2 yrs 9.6 yrs
9.2 yrs 8.2 yrs
7.2 yrs 6.5 yrs
6.5 yrs 6.5 yrs
6.5 yrs 6.5 yrs
6.2 yrs 5.2 yrs
4.5 yrs 4.2 yrs
3.2 yrs 2.7 yrs
2.2 yrs 2.1 yrs
1.6 yrs 1.4 yrs
5.1 yrs 5.3 yrs
6.4 yrs 6.9 yrs
7.9 yrs 8.2 yrs

8.9 yrs
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Name Date

Number of
Securities
Underlying
Options

Repriced (#)

Market Price of
Stock at Time of
Repricing ($)

Exercise Price at
Time of

Repricing ($)

New
Exercise
Price ($)

Length of
Original

Option Term
Remaining at

Date of
Repricing

William B. Fleck,
Vice President,
Human Resources

6/7/01
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
1/1/95
1/1/95
1/1/95

25,000 50,000
7,500 20,000
3,750 3,750
2,297 1,656

10,209 10,209
1,656 2,297

0.93 1.00 1.00
1.00 1.00 1.00
1.00 1.00 1.00
5.25 5.25 5.25

2.13 2.94 4.06
3.63 4.00 7.00
7.00 7.00 7.00
15.00 18.50

20.00

0.93 1.00
1.00 1.00
1.00 1.00
1.00 1.00
1.00 7.00
7.00 7.00

8.2 yrs 9.6 yrs
9.2 yrs 8.2 yrs
7.2 yrs 6.2 yrs
5.2 yrs 4.9 yrs
4.6 yrs 8.3 yrs
8.6 yrs 8.9 yrs

J. Michael Grindel,
Vice President,
Drug Development

6/7/01
9/15/98
9/15/98

20,000 6,000
100,000

0.93 1.00 1.00 2.13 2.94 4.81 0.93 1.00
1.00

8.2 yrs 9.6 yrs
9.1 yrs

Mark W. Reynolds,
Vice President,
Finance and Secretary

6/7/01
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
9/15/98
1/1/95
1/1/95
1/1/95
1/1/95
1/1/95

32,500 50,000
7,500 20,000
5,000 1,875
3,750 1,250
1,667 1,875

460
666

2,625 3,750
2,500 2,500
1,250 3,750
3,750 1,250

750

0.93 1.00 1.00
1.00 1.00 1.00
1.00 1.00 1.00
1.00 1.00 1.00
1.00 1.00 1.00
1.00 5.25 5.25
5.25 5.25 5.25

2.13 2.94 4.06
3.63 4.00 4.00
7.00 7.00 4.52
7.00 7.00 7.00
7.00 6.75 4.00
4.13 9.50 11.63

17.50 23.00
20.00

0.93 1.00
1.00 1.00
1.00 1.00
1.00 1.00
1.00 1.00
1.00 1.00
1.00 1.00
1.00 1.00
7.00 7.00
7.00 7.00

7.00

8.2 yrs 9.6 yrs
9.2 yrs 8.2 yrs
8.1 yrs 7.2 yrs
6.5 yrs 6.5 yrs
6.5 yrs 6.2 yrs
5.2 yrs 4.2 yrs
3.2 yrs 2.8 yrs
2.2 yrs 2.1 yrs
.1 yrs .3 yrs 6.9
yrs 7.9 yrs 8.9

yrs

Employment and Change in Control Agreements

Employment Agreement.    Jack J. Luchese was named our President and Chief Executive Officer in March 1989. His employment agreement
with us was amended and restated as of September 1, 1999 and was further amended as of January 1, 2002. Mr. Luchese�s employment
agreement expires on December 31, 2002. Under the agreement, Mr. Luchese is paid an annual base salary, which currently is $360,150. The
base salary will be reviewed no less than once each 18 months and will be adjusted from time to time consistent with average overall merit
increases for all other employees. In addition to his annual base salary, Mr. Luchese is eligible to receive cash bonuses with respect to each
calendar year during the term of the agreement as determined from time to time by the compensation committee of our board of directors, in its
sole discretion. The employment agreement provides that Mr. Luchese will be entitled to a success bonus of $435,150 if, during the term of the
agreement, we execute a definitive agreement for a transaction that would constitute a change in control or if we execute a FLOCOR license
agreement. In connection with the execution of the merger agreement on February
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11, 2002, CytRx became obligated to pay Mr. Luchese the success bonus. See �The Merger�Interests of Executive Officers and Directors.� The
agreement also provides that Mr. Luchese will be entitled to a change in control payment if, during the term of the agreement, our stockholders
approve a transaction that would constitute a change in control or if a change in control otherwise occurs. The amount of the change in control
payment is (1) the higher of $870,300 or an amount equal to two times his then-current salary and highest annual bonus for the last three years,
minus (2) the amount of the success bonus, if any, previously paid to him. The agreement also contains confidentiality and non-competition
provisions. Mr. Luchese would be required to forfeit the success bonus and change in control payment if he violated the confidentiality and
non-competition provisions in the employment agreement.

Pursuant to the employment agreement, Mr. Luchese has been granted options and warrants to purchase an aggregate of 1,857,427 shares of
common stock. Warrants to purchase 1,257,427 shares have an exercise price of $1.00, warrants as to 500,000 shares have an exercise price of
$0.93 and options as to 100,000 shares have an exercise price of $1.03125. The vesting criteria of such options and warrants include a
combination of tenure and achievement of defined corporate objectives. As of December 31, 2001, 1,532,427 of the 1,857,427 shares subject to
options and warrants held by Mr. Luchese are vested. The shares of stock that may be acquired upon exercise of warrants and options held by
Mr. Luchese have been or will be registered by us under the Securities Act of 1933, as amended. The warrants and options contain certain
anti-dilution provisions and provide for accelerated vesting in the event that Mr. Luchese�s employment is terminated by the board of directors
without cause, in the event of his death or disability or in the event of a change of control.

Change in Control Agreement.    In April 1997, we entered into a separate change in control agreement with Mr. Luchese, which was amended
and restated in September 1999 and further amended as of January 1, 2002. The change in control agreement has a renewing three-year term. If a
change in control occurs during the term of the change in control agreement, or if Mr. Luchese�s employment is terminated in connection with or
in anticipation of a change of control, the change in control agreement would become a new two-year employment agreement that automatically
replaces and supercedes Mr. Luchese�s pre-change in control employment agreement, described above.

The change in control agreement provides that, to the extent that Mr. Luchese had not previously received the success bonus or the change in
control payment described above under his pre-change in control employment agreement, he will be entitled to the success bonus and change in
control payments if the triggering events occur during the employment period under the change in control agreement. The change in control
agreement also contains confidentiality and non-competition provisions. Mr. Luchese would be required to forfeit the success bonus and change
in control payment if he violated the non-competition provisions in the change in control agreement.

Mr. Luchese�s employment period under the change in control agreement begins on the effective date of a change in control and continues for
two years. During the employment period, Mr. Luchese�s position, authority, duties and responsibilities will be at least commensurate in all
material respects with those held by him during the 120-day period prior to the change in control and he will receive:

� a monthly base salary equal to or greater than the highest monthly base salary paid to him by us during the previous year;

� an annual cash bonus at least equal to the highest bonus paid to him in any of the three fiscal years prior to the effective date of the
change in control; and

� the ability to participate in all of the incentive, savings, welfare benefit, fringe benefit and retirement plans of CytRx.

If Mr. Luchese�s employment terminates during the employment period he will receive certain severance benefits. If his employment terminates
by reason of his death or disability, he will receive certain obligations
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accrued through the date of termination, plus the normal death and disability benefits, if any, to which he is otherwise entitled. If he is terminated
by us for cause, or if he voluntarily resigns without good reason other than during the 30-day period beginning on the first anniversary of the
effective date of the change in control, he will receive only his accrued benefits through the termination date and any previously-deferred
benefits, plus any other post-termination benefits, if any, to which he is otherwise entitled. If he:

� is terminated by us without cause,

� resigns voluntarily with good reason, or

� resigns for any reason during the 30-day period beginning on the first anniversary of the effective date of the change in control, he will
receive a lump sum cash payment equal to:

� his base salary through the date of termination,

� a pro rata bonus for the year of termination, based upon his actual bonus earned in the prior year,

� any earned but unpaid amount of the success bonus and change in control payment, and

� any unpaid deferred compensation and vacation pay.

In addition, Mr. Luchese would be entitled to continued employee welfare benefits for two years after the date of termination, and a lump sum
payment equal to the actuarial value of the service and compensation credit under our qualified and supplemental retirement plans that he would
have received had he remained employed for two years after the date of his termination.

If the total payments to Mr. Luchese under the employment agreement or change in control agreement and from any other source would result in
the imposition of an excise tax under Section 4999 of the Internal Revenue Code, the payments will be reduced to the extent necessary to avoid
the imposition of such excise tax, but only if such reduction would result in a net after-tax benefit to Mr. Luchese. The change in control
agreement further provides that Mr. Luchese has no obligation to mitigate severance payments, we will reimburse Mr. Luchese for all legal fees
incurred in enforcing or contesting the change in control agreement, and Mr. Luchese will hold for the benefit of us all confidential information
concerning us obtained over the course of this employment. We will require its successors to expressly assume its obligations under the change
in control agreement.

Executive Involuntary Termination Agreements.    CytRx and each executive officer, other than Jack J. Luchese, entered into executive
involuntary termination agreements. Under these agreements, if within 24 months after a change in control of CytRx an executive officer is
terminated or is required to relocate greater than 35 miles from CytRx�s current headquarters in Norcross, Georgia, such executive officer will
receive a severance payment equal to one year of that officer�s current salary. If an executive officer is terminated without cause and not within
24 months after a change in control of CytRx, such officer will receive six months base salary. If an executive officer is terminated for cause,
that officer will receive an amount of severance determined by CytRx�s Chief Executive Officer that may be no greater than three months of pay
at the officer�s salary as in effect on the termination date. In exchange for entering into these agreements, the executive officers agreed to release
CytRx from all claims that such officer may have against CytRx as of the date such officer executed the agreement. For additional information
about the amounts that will be paid by CytRx to the executive officers under these agreements in connection with the merger, see �The
Merger�Interests of Executive Officers and Directors� on page 18.
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Compensation Committee Report On Executive Compensation

The following report shall not be deemed incorporated by reference into any filing under the Securities Act of 1933 or under the Securities
Exchange Act of 1934, except to the extent that CytRx specifically incorporates this information by reference, and shall not otherwise be
deemed filed under either those acts.

The compensation committee of the board of directors establishes our general compensation practices, establishes the compensation plans and
specific compensation levels for executive officers and administers our stock option plans.

The compensation committee believes that the chief executive officer�s compensation should be influenced by the company�s performance,
although �performance� for a company engaged in pharmaceutical research and development does not necessarily correlate to profits. The
committee considers �performance� to include achievement of product development targets and milestones, effective fund-raising efforts, effective
management of personnel and capital resources, and consummation of acquisitions and dispositions, among other criteria. The committee also
reviews the chief executive officer�s compensation in light of the level of similar executive compensation arrangements within the
biopharmaceutical industry.

The specific terms of Mr. Luchese�s employment agreement are discussed under ��Employment and Change in Control Agreements� above. Under
his employment agreement, Mr. Luchese is eligible for annual salary increases based upon the overall company average merit increases. Mr.
Luchese is also eligible to be considered for an annual cash bonus, which is solely at the discretion of the committee based upon such factors as
the committee deems appropriate. Mr. Luchese�s performance period for purposes of this report is January 1, 2001 through December 31, 2001.
Based on its assessment of Mr. Luchese�s effectiveness in attaining corporate objectives, the compensation committee awarded Mr. Luchese a
cash bonus of $55,250 for 2001 (which was paid in January 2002), or approximately 15% of his base salary for such year.

The compensation committee also believes that stock options should be granted to the chief executive officer, as well as to other executives,
primarily based on the executive�s ability to influence CytRx�s long-term growth and profitability. As such, over the course of his employment,
Mr. Luchese has been granted options and warrants to purchase an aggregate of 1,857,427 shares of CytRx common stock. These options and
warrants include a combination of tenure-based vesting as well as vesting upon the achievement of corporate objectives. The committee believes
that this arrangement provides Mr. Luchese with the greatest incentive to accelerate achievement of corporate objectives and thereby enhance
long-term shareholder value.

The committee has adopted similar practices with respect to compensation of other executive officers of CytRx. In establishing base salaries and
cash bonuses for executive officers, the compensation committee considers relative company performance, the individual�s past performance and
future potential, and compensation for persons holding similarly responsible positions at other companies in the pharmaceutical and
biotechnology industries. The relative importance of these factors varies depending upon the individual�s responsibilities; all facts are considered
in establishing both base salaries and cash bonuses. When making comparison to other companies, the committee generally considers those
companies included in the Nasdaq Pharmaceutical Index.

The committee, in conjunction with the chief executive officer, has also established a model composed of salary categories with specified
percentages to be applied to the overall level of employees� salaries (including executive officers) to provide a guideline for annual cash bonuses
and the number of stock options to be granted. This model is used only as a guideline, as some subjectivity must be applied in evaluating each
individual�s performance. As with the chief executive officer, the number of options granted is determined by the evaluation of the executive�s
ability to influence CytRx�s long-term growth and profitability. The committee also considers the aggregate number of options granted in past
years. All options are granted at the current market price. Because the value of an option bears a direct relationship to CytRx�s stock price, it is an
effective incentive for

69

Edgar Filing: CYTRX CORP - Form PREM14A

Table of Contents 84



Table of Contents

executives to create value for stockholders. The committee therefore views stock options as an important component of its long-term,
performance-based compensation philosophy.

Stock Option Repricing�CytRx uses stock options in its compensation program to provide the incentive and motivation for employees to work
harder, to retain valuable employees and to align the interests of employees and stockholders. As CytRx�s stock price falls below the employee�s
stock option exercise price, the options may lose their motivational and retentive value. This situation occurred at CytRx during 2001. In order to
restore the motivational and retentive value of existing employee stock options, on June 7, 2001 the committee approved a repricing program
whereby all outstanding options and warrants with exercise prices in excess of $2.00 per share held by current employees were repriced to $0.93
per share, the market value of CytRx�s common stock at that date.

For 2001, the committee considered Section 162(m), which limits tax deductions of public companies on compensation to certain executive
officers in excess of $1 million, along with other factors in determining executive compensation. The committee will continue to consider the
effect of Section 162(m) on its compensation decisions, but has no formal policy to structure executive compensation so that it complies with the
requirements of Section 162(m).

Respectfully submitted,

Compensation Committee:
Herbert H. McDade, Jr., Chairman
Raymond C. Carnahan, Jr.
Max Link

Compensation Committee Interlocks and Insider Participation

There are no �interlocks,� as defined by the Securities and Exchange Commission, with respect to any member of the compensation committee.
Raymond C. Carnahan, Jr., Max Link and Herbert H. McDade, Jr. are the current members of the compensation committee.
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Report of the Audit Committee

The audit committee oversees CytRx�s financial reporting process on behalf of the board of directors. The audit committee operates under a
written charter adopted by the board of directors on June 5, 2000.

The audit committee is composed solely of independent directors, as that term is defined by the National Association of Securities Dealers, Inc.
None of the committee members is or has been an officer or employee of CytRx or any of its subsidiaries or has engaged in any business
transaction or has any business or family relationship with CytRx or any of its subsidiaries or affiliates.

CytRx management has the primary responsibility for CytRx�s financial statements and reporting process, including the systems of internal
controls. CytRx�s outside auditors are responsible for performing an independent audit of CytRx�s consolidated financial statements in accordance
with generally accepted auditing standards and issuing a report thereon. The audit committee�s responsibility is to monitor and oversee these
processes and to recommend annually to the board of directors the accountants to serve as CytRx�s independent auditors for the coming year.

The audit committee has implemented procedures to ensure that during the course of each fiscal year it devotes the attention that it deems
necessary or appropriate to fulfill its oversight responsibilities under the audit committee�s charter. In fulfilling its oversight responsibilities, the
audit committee reviewed with management the audited financial statements included in CytRx�s Annual Report on Form 10-K for 2001,
including a discussion of the quality (rather than just the acceptability) of the accounting principles, the reasonableness of significant judgments
and the clarity of disclosures in the financial statements.

The audit committee also reviewed with CytRx�s independent auditors, Ernst & Young LLP, their judgments as to the quality (rather than just the
acceptability) of CytRx�s accounting principles and such other matters as are required to be discussed with the audit committee under Statements
on Auditing Standards No. 61, Communication with Audit Committees. In addition, the audit committee accepted and reviewed a letter from
Ernst & Young LLP containing the written disclosures required of Ernst & Young LLP by Independence Standards Board Standard No. 1,
Independence Discussions with Audit Committees and has discussed with Ernst & Young LLP its independence.

In reliance on the reviews and discussions referred to above, the audit committee recommended to the board of directors that the audited
financial statements be included in CytRx�s Annual Report on Form 10-K for 2001 for filing with the Securities and Exchange Commission. The
audit committee also recommended to the board of directors that CytRx retain Ernst & Young LLP as CytRx�s independent auditors for 2002.

Respectfully submitted,

Audit Committee:
Raymond C. Carnahan, Jr., Chairman
Max Link
Herbert H. McDade, Jr.
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Stockholder Return Comparison

The following line graph presentation compares cumulative total stockholder returns of the Company with the Nasdaq Stock Market Index and
the Nasdaq Pharmaceutical Index, also called the Peer Index, for the five year period from December 31, 1996 to December 31, 2001 The graph
and table assume that $100 was invested in each of CytRx�s common stock, the Nasdaq Stock Market Index and the Peer Index on December 31,
1996 and that all dividends were reinvested. This data was furnished by the Center for Research in Security Prices, The University of Chicago.

Comparison of Cumulative Total Returns

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Act of 1934 requires our directors and executive officers, and persons who own more than ten percent of our
common stock, to file with the Securities and Exchange Commission initial reports of ownership and reports of changes in ownership of
common stock and other equity securities of the registrant. Directors, executive officers and greater than ten percent stockholders are required by
Securities and Exchange Commission regulation to furnish us with copies of all Section 16(a) reports they file. To our knowledge, based solely
on review of the copies of such reports furnished to us and written representations that no other reports were required, during the year ended
December 31, 2001 all Section 16(a) filing requirements applicable to directors, executive officers and greater than ten percent beneficial owners
were complied with by such persons.
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INFORMATION REGARDING GLOBAL GENOMICS CAPITAL

Global Genomics Capital Business

Global Genomics Capital is a California corporation formed on May 23, 2000. Global Genomics Capital�s offices are located at 11726 San
Vicente Boulevard, Suite 650, Los Angeles, California 90049 and its telephone number is (310) 826-5648.

Global Genomics Capital�s strategy is to invest in or acquire companies that focus on the development and commercialization of healthcare
products driven by genomics technologies. In certain cases, Global Genomics Capital also may acquire the underlying technology by license or
otherwise. Global Genomics Capital views the genomics field as presenting a significant opportunity as the markets for genomic related products
in the areas of (1) analytical equipment and supplies, (2) bioinformatics and (3) pharmacogenomics are projected to be $600 million, $2 billion
and $800 million, respectively, by 2005.

Global Genomics Capital has raised approximately $1,850,000 in equity since its inception, which has been used for investment activities and
working capital to date.

To date, Global Genomics Capital has made investments in the following genomics companies:

� Blizzard Genomics, Inc.    Global Genomics Capital holds 40% of the capital stock of Blizzard Genomics outstanding as of the date of
this proxy statement. Blizzard Genomics is developing instrumentation, software and consumable supplies for the growing genomics
industry. Blizzard Genomics has a technology that allows for cheaper, faster and more portable analysis of DNA, through the use of its
own readers and DNA chips, as compared to other currently available technology. Blizzard Genomics has plans to launch its first
reader later this year with another launch of its �T-Chip� planned for next year.

� Psynomics, Inc.    Global Genomics Capital holds approximately 5% of the capital stock of Psynomics outstanding as of the date of
this proxy statement. Psynomics is an early stage psychiatric genomics company. Psynomics� short-term goal is to identify the genes
that cause common neuropsychiatric diseases such as bipolar disorder, schizophrenia and depression and to develop diagnostic tests
for these diseases. Psynomics� long-term goal is to provide the tools to the pharmaceutical industry to develop novel drug and gene
therapy products for neuropsychiatric diseases.
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GLOBAL GENOMICS CAPITAL SELECTED CONSOLIDATED FINANCIAL DATA

The following table sets forth selected historical consolidated financial data of Global Genomics Capital. The selected consolidated statements
of operations for the three month periods ended March 31, 2002 and 2001 and the selected consolidated balance sheet data as of March 31, 2002
have been derived from Global Genomics Capital�s unaudited consolidated financial statements included in another part of this proxy statement,
which, in the opinion of our management, include all adjustments, consisting of normal recurring accruals, necessary for a fair presentation in all
material respects of such information. The selected consolidated balance sheet data as of March 31, 2001 has been derived from Global
Genomics Capital�s unaudited consolidated financial statements for such period, which, in the opinion of our management, include all
adjustments, consisting of normal recurring accruals, necessary for a fair presentation in all material respects of such information. The selected
consolidated statements of operations for each of the years ended December 31, 2001 and 2000 and the selected consolidated balance sheet data
as of December 31, 2001 and December 31, 2000 have been derived from Global Genomics Capital�s audited consolidated financial statements
also included in another part of this proxy statement.

The selected financial data set forth below should be read in conjunction with the sections of this proxy statement entitled �The Merger� and
�Global Genomics Capital Management�s Discussion and Analysis of Financial Condition and Results of Operations,� Global Genomics Capital�s
financial statements and related notes and the other financial data included elsewhere in this proxy statement. Historical results are not
necessarily indicative of results to be expected in the future.

Year Ended December 31,
Three Months Ended

March 31,

2001 2000 2002 2001

(unaudited) (unaudited)
Statement of Operations Data:
Revenues �  �  �  �  
Loss from operations $ (1,235,088) $ (253,982) $ (36,015) $ (319,028)
Net loss (1,562,900) (252,930) (177,563) (332,510)
Net loss per share (0.16) (0.05) (0.02) (0.04)

Balance Sheet Data:
Total assets $ 1,337,075 $ 1,682,464 $ 1,211,204 $ 1,667,347
Notes payable (including accrued interest) 915,568 632,121 925,793 625,000
Total shareholders� equity 392,781 932,643 240,218 640,133
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GLOBAL GENOMICS CAPITAL MANAGEMENT�S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with Global Genomics Capital�s financial statements and related notes included
elsewhere in this proxy statement. In addition, you should read the financial statements and related notes that are included in this proxy
statement for Blizzard Genomics, Inc., in which Global Genomics Capital holds a 40% interest that is accounted for under the equity method.
This discussion contains forward-looking statements that involve risks and uncertainties. Global Genomics Capital�s actual results could differ
materially from those anticipated in these forward-looking statements as a result of a variety of factors, many of which are beyond the control of
Global Genomics Capital.

Global Genomics Capital is a development stage enterprise that is principally engaged in investing in or acquiring companies that focus on the
development and commercialization of healthcare products driven by genomics technologies.

Critical Accounting Policies and Estimates

Management�s discussion and analysis of its financial condition and results of operation are based on Global Genomics Capital�s financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of these
financial statements requires Global Genomics Capital management to make estimates and judgments that affect the reported amounts of assets,
liabilities and expenses, and related disclosure of contingent assets and liabilities. On an on-going basis, Global Genomics Capital management
evaluates its estimates, including those related to accrued liabilities and certain expenses. Global Genomics Capital bases its estimates on
historical experience and on various other assumptions that it believes to be reasonable under the circumstances, the results of which form the
basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may
differ materially from these estimates under different assumptions or conditions. Global Genomics Capital�s significant accounting policies are
summarized in Note 1 to its financial statements.

Results of Operations

Global Genomics Capital has generated no revenues since its inception, May 23, 2000. During the period from inception through December 31,
2000, Global Genomics Capital incurred losses of approximately $253,000. These losses primarily consisted of salary expenses and
approximately $74,000 of legal and accounting expenses. During the year ended December 31, 2001, Global Genomics Capital incurred losses
of approximately $1,563,000. These losses primarily consisted of salary expenses, consulting expenses of approximately $520,000 and legal and
accounting expenses of approximately $180,000. During the quarter ended March 31, 2002, Global Genomics Capital incurred losses of
approximately $178,000, which consisted primarily of equity losses attributable to Blizzard Genomics.

Capital

During the period from inception through December 31, 2000, Global Genomics Capital sold stock for approximately $1.2 million and raised an
additional $625,000 under short-term convertible notes. During the year ended December 31, 2001, Global Genomics Capital raised an
additional $40,000 in equity financing and an additional $250,000 under short-term convertible notes.

Investments

During the period from inception to December 31, 2000, Global Genomics Capital acquired through a series of stock purchases a total of
1,300,444 shares of common stock of Blizzard Genomics, which as of the date of this proxy statement represents 40% of the outstanding
common stock of Blizzard Genomics. Global Genomics
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Capital paid a total of approximately $1.6 million for its interest in Blizzard Genomics. Global Genomics Capital accounts for its interest in
Blizzard under the equity method. Blizzard Genomics is a development stage company that is developing exclusive and proprietary products for
instrumentation, software and consumable supplies for the growing genomics industry. Blizzard Genomics� technologies are applicable in areas
such as drug development, gene discovery, toxicology, cancer detection, forensics and basic research.

On January 24, 2002, Global Genomics Capital acquired a total of 42,632 shares of the common stock of Psynomics, Inc., which as of the date
of this proxy statement represents approximately 5% of Psynomics� outstanding stock. Global Genomics Capital paid a total of approximately
$900 for its interest in Psynomics. Psynomics is a development stage company focused on identification of the genes that cause common
neuropsychiatric diseases, such as bipolar disorder, schizophrenia and depression, and the development of diagnostic tests for those diseases.

Liquidity and Capital Resources

Since its inception, Global Genomics Capital has incurred net losses of approximately $2.0 million and has not generated any cash from
operations. All cash used for working capital and investing activities has been raised through sales of Global Genomics Capital stock and
through short-term promissory notes. As of March 31, 2002, Global Genomics Capital had cash on hand of $15,777. In view of these matters,
the continued operations of Global Genomics Capital is dependent upon its ability to continue to raise additional capital through equity or debt
financing. There can be no assurances that either Global Genomics Capital, or, if the merger described below closes, CytRx will be able to
obtain such financing on acceptable terms.

During the year ended December 31, 2001, approximately $938,000 of expenses incurred by Global Genomics Capital for services provided to it
by its officers, directors and legal advisors was converted into shares of Global Genomics Capital common stock and warrants to purchase shares
of such stock. The sum of the number of shares of Global Genomics Capital common stock issued upon the conversion plus the shares issuable
upon the exercise of warrants issued in the conversion is 1,524,701.

Since March 31, 2002, Global Genomics Capital has entered into agreements with the holders of Global Genomics Capital�s short-term
convertible notes having an aggregate principal amount of $875,000 under which the principal and all accrued but unpaid interest will convert
into 1,823,077 shares of Global Genomics Capital common stock immediately prior to the effective time of the merger, except to the extent that
Global Genomics Capital pays amounts owed under such notes prior to the effective time of the merger. For additional information, see Note 8
to the Global Genomics Capital financial statements included elsewhere in this proxy statement.

In addition, since March 31, 2002, Global Genomics Capital has raised an additional $300,000 through the sale of 600,000 shares of its common
stock, and anticipates raising up to approximately $375,000 through additional sales of its common stock before the closing of the merger with
CytRx. The funds raised prior to the merger, including the $300,000 already raised, will be held in escrow until immediately prior to the closing
of the merger. The funds will be used to pay off certain short-term convertible notes immediately prior to the effective time of the merger. If the
merger does not close, GGC is obligated to return the funds to the investors.

On February 11, 2002, Global Genomics Capital entered into a merger agreement with CytRx. The parties anticipate closing the merger in third
quarter 2002. The merger is contingent upon approval by the shareholders of both companies and other customary closing conditions. The terms
of the merger agreement provide for CytRx to acquire all of the outstanding capital stock of Global Genomics Capital in exchange for the
issuance or reservation for issuance of approximately 9,963,000 shares of CytRx common stock.
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PROPOSAL 2

AMENDMENT TO CERTIFICATE OF INCORPORATION

On May             , 2002, the CytRx board of directors adopted a resolution approving an amendment to change the name of CytRx to �Global
Genomics, Inc.�, if the merger closes. CytRx�s board of directors recommends that holders of CytRx common stock approve the adoption of that
amendment to CytRx�s certificate of incorporation.

If approved by the stockholders, the proposed amendment will become effective after the closing of the merger and upon the filing of the
amendment with the Secretary of State of Delaware, which will occur as soon as reasonably practicable after such stockholder approval.

The full text of the amendment to CytRx�s certificate of incorporation is attached to this proxy statement as Annex B.

THE BOARD OF DIRECTORS RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR APPROVAL OF THE PROPOSED
AMENDMENT TO THE CERTIFICATE OF INCORPORATION TO CHANGE CYTRX�S NAME IF THE MERGER CLOSES. THE
AFFIRMATIVE VOTE OF THE HOLDERS OF A MAJORITY OF THE OUTSTANDING SHARES OF COMMON STOCK IS
REQUIRED FOR THE APPROVAL OF PROPOSAL 2.
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PROPOSAL 3

ELECTION OF DIRECTORS

CytRx�s board of directors has nominated Raymond C. Carnahan, Jr. and Herbert H. McDade, Jr. for election as Class II directors to hold office
until the 2005 annual meeting of stockholders and until their successors have been elected and qualified. CytRx�s board of directors believes that
the nominees will be available and able to serve as directors.

If the merger closes, Jack J. Luchese will resign as a director effective as of the closing date of the merger, the board of directors will increase
the size of the board to seven members, and Steven A. Kriegsman, Louis J. Ignarro, Ph.D. and Joseph Rubinfeld, Ph.D., individuals designated
by Global Genomics Capital, will be appointed to fill the vacancies. Each of such appointed directors will serve until the annual meeting of
stockholders at which that director�s class�s term expires and until his successor has been elected and qualified.

For more information about CytRx�s directors and director nominees and the individuals designated by Global Genomics Capital to serve as
directors if the merger closes, see �CytRx Management�Current Nominees�, ��Continuing Directors� and ��Global Genomics Capital Designees�
beginning on page 57.

CYTRX�S BOARD OF DIRECTORS RECOMMENDS THAT CYTRX STOCKHOLDERS VOTE FOR THE APPROVAL OF THE
NOMINEES. THE AFFIRMATIVE VOTE OF A PLURALITY OF THE VOTES CAST AT THE ANNUAL MEETING IS
REQUIRED FOR THE ELECTION OF THE DIRECTOR NOMINEES.
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PROPOSAL 4

APPROVAL OF AMENDMENTS TO THE
CYTRX CORPORATION 2000 LONG-TERM INCENTIVE PLAN

On August 24, 2000, the board of directors adopted the CytRx Corporation 2000 Long-Term Incentive Plan. On February 8, 2002, our board of
directors adopted an amendment to the incentive plan to increase the number of shares of our common stock for issuance in connection with
options and awards under the plan from 1,000,000 to 3,000,000, and on March 1, 2002, our board of directors adopted another amendment to the
incentive plan to remove or revise certain restrictions regarding awards that may be granted under the incentive plan.

First Amendment to Plan

As of the date of this proxy statement, there are no shares available for issuance in connection with awards granted under the incentive plan. The
increase in the number of available shares is required to (1) grant stock awards to some executive officers of CytRx in lieu of cash payments,
including severance payments, which CytRx is or will be obligated to make in connection with the merger and (2) have adequate shares
available (after the granting of the stock awards in (1) above) to grant options and other awards to CytRx�s executive officers and employees after
the closing of the merger. This amendment to the incentive plan was effective as of its adoption by the board of directors, subject to stockholder
approval. If the stockholders fail to approve this amendment to the incentive plan at the Annual Meeting there will be no increase in the number
of shares issuable under the incentive plan. As a result, CytRx will not have shares available under this plan to grant stock options or other
awards to its executive officers, directors or employees, and, if the merger closes, CytRx will have to pay the severance and other payments in
cash.

If the stockholders approve this amendment, executive officers of CytRx may elect to receive all or a portion of severance and other payments
due to them in connection with the merger in stock by means of a stock award. The stock subject to such stock award would be valued at 85% of
the volume weighted average price for the 20 trading days ending immediately before February 11, 2002. If each executive officer elected to
receive a stock award equal to the full cash payment due to them, up to 1,100,000 shares of the 2,000,000 share increase would be issued as
stock awards to those executive officers. See �The Merger�Interests of Executive Officers and Directors� on page 18.

Second Amendment to Plan

The second amendment removed or revised certain restrictions regarding awards that could be granted under the incentive plan. Prior to this
amendment, the incentive plan limited the number of shares of common stock that were permitted to be granted as awards of restricted stock or
unrestricted stock awards to 10% of the total number of shares issuable under the plan. In addition, the incentive plan limited the number of
shares subject to stock options and stock appreciation rights, or �SARs�, that could be granted to any participant in any calendar year to 200,000
shares and limited the maximum fair market value of any awards other than stock options and SARs that could be granted to any participant in
any calendar year to $500,000.

In order to induce Jack J. Luchese and the other executive officers to agree to waive payment in cash of a portion of the payments that are or will
be due to them in connection with the merger, our board of directors determined it was in the best interests of CytRx and its stockholders to
adopt the second amendment to the incentive plan, which removed the 10% restriction and increased the 200,000 share and $500,000 value
limitations to 500,000 shares and $1,000,000, respectively, to facilitate the granting of stock awards in lieu of a portion of those cash payments.

This amendment to the incentive plan was effective as of its adoption by the board of directors. This amendment is being presented to the
stockholders in order to exclude certain performance-based awards made after the date hereof under the plan from the calculation of annual
compensation for purposes of Section 162(m)

79

Edgar Filing: CYTRX CORP - Form PREM14A

Table of Contents 94



Table of Contents

of the Internal Revenue Code. If the stockholders fail to approve this amendment, the amendment will still be effective and the plan will still be
amended, but CytRx may not be able to deduct fully the compensation attributable to awards granted under the incentive plan. See
��General�Section 162(m)� below.

A summary of the incentive plan, as amended, is set forth below. The summary is qualified in its entirety by reference to the full text of the
incentive plan and its amendments, which are attached to this proxy statement as Annex C.

General

The purpose of the incentive plan is to promote the success, and enhance the value, of CytRx by linking the personal interests of employees,
officers, consultants and directors to those of the stockholders, and by providing such employees, officers, consultants and directors with an
incentive for outstanding performance. As of May 23, 2002, there were five executive officers and four directors eligible to participate in the
incentive plan.

The incentive plan authorizes the granting of awards to employees, officers, consultants and directors of CytRx, a parent or its subsidiaries in the
following forms:

�  options to purchase shares of common stock, which may be incentive stock options or non-qualified stock options;

�  stock appreciation rights, or �SARs�;

�  performance units;

�  restricted stock;

�  dividend equivalents; or

�  other stock-based awards.

Section 162(m)

Pursuant to Section 162(m) of the Internal Revenue Code, CytRx may not deduct compensation in excess of $1,000,000 paid to the chief
executive officer and the four next most highly compensated executive officers of CytRx. The incentive plan is designed to comply with Code
Section 162(m) so that the grant of options and SARs under the plan, and other awards, such as performance units, that are conditioned on the
performance goals described in Section 13.12 of the plan, will be excluded from the calculation of annual compensation for purposes of Code
Section 162(m) and will be fully deductible by CytRx. The board of directors has approved the second amendment to the incentive plan for
submission to the stockholders in order to permit the grant of awards thereunder to constitute deductible performance-based compensation for
purposes of Code Section 162(m). If the stockholders do not approve the second amendment, the compensation attributable to some awards
granted under the plan may not be fully deductible by CytRx to the extent the recipient�s total compensation during the year in which the awards
were granted exceeds $1,000,000.

Subject to adjustment as provided in the incentive plan, as amended, the aggregate number of shares of common stock reserved and available for
awards or which may be used to provide a basis of measurement for or to determine the value of an award (such as with a SAR or performance
unit) is 3,000,000. The maximum number of shares of common stock with respect to one or more options and/or SARs that may be granted
during any one calendar year under the incentive plan to any one participant is 500,000. The maximum fair market value of any awards (other
than options and SARs) that may be received by a participant (less any consideration paid by the participant for such award) during any one
calendar year under the incentive plan is $1,000,000.

Administration

The incentive plan is and will continue to be administered by the compensation committee of the board of directors of CytRx. The compensation
committee has the power, authority and discretion to designate
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participants; determine the type or types of awards to be granted to each participant and the number, terms and conditions thereof; establish,
adopt or revise any rules and regulations as it may deem necessary or advisable to administer the incentive plan; and make all other decisions
and determinations that may be required under, or as the compensation committee deems necessary or advisable to administer, the incentive
plan.

Awards

Stock Options.    The compensation committee is authorized to grant options, which may be incentive stock options, or �ISOs�, or non-qualified
stock options, or �NSOs�, to participants. All options will be evidenced by a written award agreement between CytRx and the participant, which
will include such provisions as may be specified by the compensation committee. The terms of any ISO must meet the requirements of Section
422 of the Code.

Stock Appreciation Rights.    The compensation committee may grant SARs to participants. Upon the exercise of a SAR, the participant has the
right to receive the excess, if any, of the fair market value of one share of common stock on the date of exercise, over the grant price of the SAR
as determined by the compensation committee, which will not be less than the fair market value of one share of common stock on the date of
grant. All awards of SARs will be evidenced by an award agreement, reflecting the terms, methods of exercise, methods of settlement, form of
consideration payable in settlement, and any other terms and conditions of the SAR, as determined by the compensation committee at the time of
grant.

Performance Units.    The compensation committee may grant performance units to participants on such terms and conditions as may be selected
by the compensation committee. The compensation committee will have the complete discretion to determine the number of performance units
granted to each participant and to set performance goals and other terms or conditions to payment of the performance units in its discretion
which, depending on the extent to which they are met, will determine the number and value of performance units that will be paid to the
participant.

Restricted Stock Awards.    The compensation committee may make awards of restricted stock to participants, which will be subject to such
restrictions on transferability and other restrictions as the compensation committee may impose (including, without limitation, limitations on the
right to vote restricted stock or the right to receive dividends, if any, on the restricted stock).

Dividend Equivalents.    The compensation committee is authorized to grant dividend equivalents to participants subject to such terms and
conditions as may be selected by the compensation committee. Dividend equivalents entitle the participant to receive payments equal to
dividends with respect to all or a portion of the number of shares of common stock subject to an award, as determined by the compensation
committee. The compensation committee may provide that dividend equivalents be paid or distributed when accrued or be deemed to have been
reinvested in additional shares of common stock, or otherwise reinvested.

Other Stock-Based Awards.    The compensation committee may, subject to limitations under applicable law, grant to participants such other
awards that are payable in, valued in whole or in part by reference to, or otherwise based on or related to shares of common stock, as deemed by
the compensation committee to be consistent with the purposes of the incentive plan, including without limitation shares of common stock
awarded purely as a �bonus� and not subject to any restrictions or conditions, convertible or exchangeable debt securities, other rights convertible
or exchangeable into shares of common stock, and awards valued by reference to book value of shares of common stock or the value of
securities of or the performance of specified parents or subsidiaries of CytRx. The compensation committee will determine the terms and
conditions of any such awards.

Performance Goals.    The compensation committee may determine that any award will be determined solely on the basis of (a) the achievement
by CytRx or a parent or subsidiary of a specified target return, or target growth in return, on equity or assets, (b) CytRx�s stock price, (c) the
achievement by an individual or a business
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unit of CytRx or a subsidiary of a specified target, or target growth in, revenues, net income or earnings per share, (d) the achievement of
objectively determinable goals with respect to (i) product development milestones, (ii) corporate financings, (iii) merger and acquisition
activities, (iv) licensing transactions, (v) development of strategic partnerships or alliances, or (vi) acquisition or development of new
technologies, or (e) any combination of the goals set forth in (a) through (d) above. Furthermore, the compensation committee has the right for
any reason to reduce (but not increase) any award, notwithstanding the achievement of a specified goal. If an award is made on such basis, the
compensation committee must establish goals prior to the beginning of the period for which such performance goal relates (or such later date as
may be permitted under Code Section 162(m)). Any payment of an award granted with performance goals will be conditioned on the written
certification of the compensation committee in each case that the performance goals and any other material conditions were satisfied.

Limitations on Transfer; Beneficiaries.    No award will be assignable or transferable by a participant other than by will or the laws of descent
and distribution or, except in the case of an ISO, pursuant to a qualified domestic relations order. However, the compensation committee may, in
its discretion, permit other transfers if it deems them appropriate and desirable. A participant may, in the manner determined by the
compensation committee, designate a beneficiary to exercise the rights of the participant and to receive any distribution with respect to any
award upon the participant�s death.

Acceleration Upon Certain Events.    Upon the participant�s death or disability, all outstanding options, SARs, and other awards in the nature of
rights that may be exercised will become fully exercisable and all restrictions on outstanding awards will lapse. Any options or SARs will
thereafter continue or lapse in accordance with the other provisions of the incentive plan and the award agreement. Unless otherwise provided in
an award agreement, in the event of a change in control of CytRx, as defined in the incentive plan, generally, all outstanding options, SARs, and
other awards in the nature of rights that may be exercised will become fully vested and all restrictions on all outstanding awards will lapse. In the
event of the occurrence of any circumstance, transaction or event not constituting a change in control, but which the compensation committee
deems likely to lead to a change in control, the compensation committee may in its sole discretion declare all outstanding options, SARs, and
other awards in the nature of rights that may be exercised to become fully vested, and/or all restrictions on all outstanding awards to lapse, in
each case as of such date as the compensation committee may, in its sole discretion, declare, which may be on or before the consummation of
such tender offer or other transaction or event. In addition, the compensation committee may, in its sole discretion, accelerate vesting and
remove restrictions with respect to awards, at any time and for any reason.

Termination and Amendment

The board of directors or the compensation committee may, at any time and from time to time, terminate, amend or modify the incentive plan
without stockholder approval; provided, however, that the compensation committee may condition any amendment on the approval of CytRx
stockholders if such approval is necessary or deemed advisable with respect to tax, securities or other applicable laws, policies or regulations. No
termination, amendment, or modification of the incentive plan may adversely affect any award previously granted under the incentive plan,
without the written consent of the participant.

Certain Federal Income Tax Effects

Non-qualified Stock Options.    There will be no federal income tax consequences to either CytRx or the participant upon the grant of a
non-discounted NSO. However, the participant will realize ordinary income on the exercise of the NSO in an amount equal to the excess of the
fair market value of the common stock acquired upon the exercise of such option over the exercise price, and CytRx will receive a corresponding
deduction. The gain, if any, realized upon the subsequent disposition by the participant of the common stock will constitute short-term or
long-term capital gain, depending on the participant�s holding period.
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Incentive Stock Options.    There will be no federal income tax consequences to either CytRx or the participant upon the grant or exercise of an
ISO. If the participant holds the shares of common stock for the greater of two years after the date the option was granted or one year after the
acquisition of such shares of common stock, the difference between the aggregate option price and the amount realized upon disposition of the
shares of common stock will constitute long-term capital gain or loss, and CytRx will not be entitled to a federal income tax deduction. If the
shares of common stock are disposed of in a sale, exchange or other �disqualifying disposition� during the required holding period, the participant
will realize taxable ordinary income in an amount equal to the excess of the fair market value of the common stock purchased at the time of
exercise over the aggregate option price, and CytRx will be entitled to a federal income tax deduction equal to such amount, subject to the
limitations under Code Section 162(m).

SARs.    While the exercise of an incentive stock option does not result in current taxable income, the excess of (1) the fair market value of the
option shares at the time of exercise over (2) the exercise price, will be an item of adjustment for purposes of determining the participant�s
alternative minimum tax income.

A participant receiving a SAR will not recognize income, and CytRx will not be allowed a tax deduction, at the time the award is granted. When
a participant exercises the SAR, the amount of cash and the fair market value of any shares of common stock received will be ordinary income to
the participant and will be allowed as a deduction for federal income tax purposes to CytRx, subject to limitations under Code Section 162(m).
In addition, the compensation committee may at any time, in its discretion, declare any or all awards to be fully or partially exercisable and may
discriminate among participants or among awards in exercising such discretion.

Performance Units.    A participant receiving performance units will not recognize income and CytRx will not be allowed a tax deduction at the
time the award is granted. When a participant receives payment of performance units, the amount of cash and the fair market value of any shares
of common stock received will be ordinary income to the participant and will be allowed as a deduction for federal income tax purposes to
CytRx, subject to the limitations under Code Section 162(m).

Restricted Stock.    Unless a participant makes an election to accelerate recognition of the income to the date of grant, as described below, a
participant receiving a restricted stock award will not recognize income, and CytRx will not be allowed a tax deduction, at the time the award is
granted. When the restrictions lapse, the participant will recognize ordinary income equal to the fair market value of the common stock, and
CytRx will be entitled to a corresponding tax deduction at that time, subject to the limitations under Code Section 162(m).

Additional Information

The closing price of CytRx�s common stock, as reported by the Nasdaq National Market on May 23, 2002, was $0.87. The affirmative vote of the
holders of a majority of the votes cast will constitute approval of the amendments to the incentive plan.

THE BOARD OF DIRECTORS RECOMMENDS THAT STOCKHOLDERS VOTE FOR THE APPROVAL OF THE
AMENDMENTS TO THE CYTRX CORPORATION 2000 LONG-TERM INCENTIVE PLAN. THE AFFIRMATIVE VOTE OF A
MAJORITY OF THE VOTES CAST IS REQUIRED FOR APPROVAL OF PROPOSAL 4.
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PROPOSAL 5

RATIFICATION OF AUDITORS

CytRx�s consolidated financial statements for the year ended December 31, 2001 were audited by Ernst & Young LLP, as independent auditors,
and the board of directors has recommended that the selection of Ernst & Young LLP as CytRx�s independent auditors for the year ending
December 31, 2002 be ratified by the CytRx stockholders. Ernst & Young LLP has no financial interest, direct or indirect, in CytRx, and does
not have any connection with CytRx except in its professional capacity as outside auditor.

Audit Fees.    The aggregate fees, including expenses reimbursed, billed by Ernst & Young LLP for professional services rendered for the audit
of the consolidated financial statements of CytRx for fiscal year 2001 and the reviews of the financial statements included in CytRx�s quarterly
reports on Form 10-Q during fiscal year 2001 were $75,500.

Financial Information Systems Design and Implementation Fees.    CytRx incurred no fees from Ernst & Young LLP during fiscal year 2001 for
professional services for financial information systems design and implementation.

All Other Fees.    The aggregate fees, including expenses reimbursed, billed by Ernst & Young LLP for services rendered to CytRx, other than
the services described above, for fiscal year 2001 were $35,900, which were comprised of audit-related services of $12,000 and non-audit
services of $23,900. Audit-related services generally include fees incurred in connection with SEC registration statements.

The audit committee approves in advance all material non-audit services to be provided by Ernst & Young LLP and believes that these services
have no effect on audit independence. The audit committee has considered whether the provision of the services described under �All Other Fees�
above is compatible with maintaining Ernst & Young LLP�s independence and believes that those services have no effect on their independence.

Representatives of Ernst & Young LLP will be present at the Annual Meeting and will have an opportunity to make a statement, if they so
desire, and will be available to respond to appropriate questions.

The ratification by the holders of common stock of the selection of Ernst & Young LLP as outside auditors is not required by law or by the
bylaws of CytRx. The board of directors, consistent with the practice of many publicly held corporations, is nevertheless submitting this
selection to the holders of common stock. If this selection is not ratified at the Annual Meeting, the board of directors intends to reconsider its
selection of outside auditors for the fiscal year ending December 31, 2002. Even if the selection is ratified, the board of directors in its sole
discretion may direct the appointment of a different independent accounting firm at any time during the fiscal year if the board determines that
such a change would be in the best interests of CytRx and its stockholders.
THE BOARD OF DIRECTORS RECOMMENDS THAT STOCKHOLDERS VOTE FOR RATIFICATION OF THE SELECTION
OF ERNST YOUNG LLP AS CYTRX�S OUTSIDE AUDITORS FOR THE FISCAL YEAR ENDING DECEMBER 31, 2002. THE
AFFIRMATIVE VOTE OF A MAJORITY OF THE VOTES CAST IS REQUIRED FOR APPROVAL OF PROPOSAL 5.
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STOCKHOLDER PROPOSALS

Any proposal which a CytRx stockholder intends to present in accordance with Rule 14a-8 of the Securities Exchange Act of 1934 at the next
annual meeting of stockholders to be held in 2003 must be received by CytRx on or before             . Notice of stockholder proposals submitted
outside of Rule 14a-8 of the Exchange Act will be considered untimely if received by CytRx after             . Only proper proposals under Rule
14a-8 of the Exchange Act which are timely received will be included in the proxy statement and proxy.

OTHER MATTERS

Management does not know of any matters to be brought before the Annual Meeting other than as described in this proxy statement. Should any
other matters properly come before the Annual Meeting of which CytRx did not receive notice on or before May 31, 2002, the persons
designated as proxies will vote in their sole discretion on such matters.

WHERE YOU CAN FIND MORE INFORMATION

CytRx files annual, quarterly and current reports, proxy statements and other information with the Securities and Exchange Commission. You
may read and copy any reports, statements or other information that CytRx files with the Securities and Exchange Commission at the Securities
and Exchange Commission�s public reference room at 450 Fifth Street, Washington, D.C. 20549, or at the public reference rooms in New York,
New York and Chicago, Illinois. Please call the Securities and Exchange Commission at 1-800-SEC-0330 for further information on the public
reference rooms. Securities and Exchange Commission filings made by issuers which file electronically are also available to the public from
commercial document retrieval services and at the web site maintained by the Securities and Exchange Commission at http://www.sec.gov.

Accompanying this proxy statement is a copy of CytRx�s Annual Report for the year ended December 31, 2001. In addition, copies of
CytRx�s annual report on Form 10-K for the year ended December 31, 2001 and CytRx�s quarterly report on Form 10-Q for the three
months ended March 31, 2002 filed with the Securities and Exchange Commission are available without charge, except for exhibits
thereto. Stockholders who would like additional copies of the Annual Report or CytRx�s Form 10-K or Form 10-Q should direct their
requests in writing to: CytRx Corporation, 154 Technology Parkway, Suite 200, Norcross, Georgia 30092, Attention: Mark W.
Reynolds.

CytRx has supplied all information contained in this proxy statement relating to CytRx. Global Genomics Capital has supplied all information
contained in this proxy statement relating to Global Genomics Capital and Blizzard Genomics, except for the Blizzard Genomics financial
statements, which were supplied by Blizzard Genomics.
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
CytRx Corporation

We have audited the accompanying consolidated balance sheets of CytRx Corporation as of December 31, 2001 and 2000, and the related
consolidated statements of operations, stockholders� equity, and cash flows for each of the three years in the period ended December 31, 2001.
Our audits also included Schedule II. These financial statements and schedule are the responsibility of the Company�s management. Our
responsibility is to express an opinion on these financial statements and schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial position
of CytRx Corporation at December 31, 2001 and 2000 and the results of its operations and its cash flows for each of the three years in the period
ended December 31, 2001, in conformity with accounting principles generally accepted in the United States. Also, in our opinion, the related
financial statement schedule, when considered in relation to the basic financial statements taken as a whole, presents fairly in all material
respects the information set forth therein.

/S/    ERNST & YOUNG LLP

Atlanta, Georgia
March 1, 2002
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CYTRX CORPORATION

CONSOLIDATED BALANCE SHEETS

December 31,

2001 2000

ASSETS
Current assets:
Cash and cash equivalents $ 5,272,914 $ 3,779,376
Accounts receivable, less allowances of $39,050 in 2001 and $11,900 in 2000 28,000 54,160
Current portion of note receivable 122,467 110,859
Other current assets 23,238 34,171

Total current assets 5,446,619 3,978,566
Property and equipment, net 1,745,728 2,331,977
Other assets:
Note receivable 365,249 487,717
Other assets 53,000 60,978

Total other assets 418,249 548,695

Total assets $ 7,610,596 $ 6,859,238

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Accounts payable $ 178,777 $ 298,236
Accrued expenses and other current liabilities 849,068 942,188

Total current liabilities 1,027,845 1,240,424
Commitments
Stockholders� equity:
Preferred Stock, $.01 par value, 1,000 shares authorized, including 1,000 shares of Series A Junior
Participating Preferred Stock; no shares issued and outstanding �  �  
Common stock, $.001 par value, 50,000,000 shares authorized; 11,459,012 and 10,734,012 shares
issued at December 31, 2001 and 2000, respectively 11,459 10,734
Additional paid-in capital 74,632,292 72,737,739
Treasury stock, at cost (633,816 shares held at December 31, 2001 and 2000) (2,279,238) (2,279,238)
Accumulated deficit (65,781,762) (64,850,421)

Total stockholders� equity 6,582,751 5,618,814

Total liabilities and stockholders� equity $ 7,610,596 $ 6,859,238

See accompanying notes.
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CYTRX CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended December 31,

2001 2000 1999

Revenues:
Service revenues $ 101,463 $ 451,031 $ 322,536
License fees 3,751,000 2,000,000 �  
Interest income 162,284 170,433 462,634
Grant revenue 156,729 348,790 464,442
Other 227,934 357,604 141,848

4,399,410 3,327,858 1,391,460
Expenses:
Cost of service revenues 70,501 267,915 239,840
Research and development 1,844,038 1,962,171 12,811,925
Selling, general and administrative 3,416,212 2,245,229 3,609,613

5,330,751 4,475,315 16,661,378

Loss from continuing operations (931,341) (1,147,457) (15,269,918)
Income (loss) from discontinued operations �  799,355 236,730
Minority interest in discontinued operations �  �  (3,897)

Net loss $ (931,341) $ (348,102) $ (15,029,291)

Basic and diluted income (loss) per common share:
Continuing operations $ (0.09) $ (0.12) $ (1.99)
Discontinued operations �  0.08 0.03

Net loss $ (0.09) $ (0.04) $ (1.96)

Basic and diluted weighted average shares outstanding 10,358,381 9,423,787 7,652,227

See accompanying notes.
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CYTRX CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS� EQUITY

Common Stock

Shares
Issued Amount

Additional
Paid-in
Capital

Accumulated
Deficit

Treasury
Stock Total

Balance at December 31, 1998 8,236,926 $ 8,237 $ 66,423,577 $ (49,473,028) $ (2,270,238) $ 14,688,548
Issuance of common stock 136,927 137 339,078 �  �  339,215
Issuance of stock options/warrants �  �    1,043,216 �  �  1,043,216
Purchase of treasury stock �  �  �  �  (9,000) (9,000)
Net loss �  �  �  (15,029,291) �  (15,029,291)

Balance at December 31, 1999 8,373,853 8,374 67,805,871 (64,502,319) (2,279,238) 1,032,688
Issuance of common stock 2,360,159 2,360 4,567,255 �  �  4,569,615
Issuance of stock options/warrants �  �  364,613 �  �  364,613
Net loss �  �  �  (348,102) �  (348,102)

Balance at December 31, 2000 10,734,012 10,734 72,737,739 (64,850,421) (2,279,238) 5,618,814
Issuance of common stock 725,000 725 453,619 �  �  454,344
Issuance of stock options/warrants �  �  1,440,934 �  �  1,440,934
Net loss �  �  �  (931,341) �  (931,341)

Balance at December 31, 2001 11,459,012 $ 11,459 $ 74,632,292 $ (65,781,762) $ (2,279,238) $ 6,582,751

See accompanying notes.

F-5

Edgar Filing: CYTRX CORP - Form PREM14A

Table of Contents 105



Table of Contents

CYTRX CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,

2001 2000 1999

Cash flows from operating activities:
Net loss $ (931,341) $ (348,102) $ (15,029,291)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation 586,249 317,850 68,377
Gain on sales of segment operations �  (679,784) (240,196)
Minority interest in net loss of subsidiary �  �  (3,897)
Stock option and warrant expense 1,440,934 364,613 1,043,216
Changes in assets and liabilities:
Receivables 26,160 52,811 (91,043)
Inventories �  3,585 4,455
Notes receivable 110,860 51,424 300,000
Other assets 18,911 198,454 (93,675)
Accounts payable (119,459) 124,868 546,019
Other liabilities (93,120) (1,435,841) 1,950,233

Total adjustments 1,970,535 (1,002,020) 3,483,489

Net cash provided by (used in) operating activities 1,039,194 (1,350,122) (11,545,802)
Cash flows from investing activities:
Maturities of held-to-maturity securities �  �  6,417,066
Net proceeds from sales of segment operations �  100,000 240,196
Net proceeds from sale of technology �  �  600,000
Capital (expenditures) retirements, net �  (28,032) (2,515,157)

Net cash provided by investing activities �  71,968 4,742,105
Cash flows from financing activities:
Net proceeds from issuance of common stock 454,344 2,225,637 339,215
Redemption/retirement of debt �  (200,000) �  
Purchase of treasury stock �  �  (9,000)
Proceeds from issuance of debt, net of issuance costs �  �  650,000

Net cash provided by financing activities 454,344 2,025,637 980,215

Net increase (decrease) in cash and cash equivalents 1,493,538 747,483 (5,823,482)
Cash and cash equivalents at beginning of year 3,779,376 3,031,893 8,855,375

Cash and cash equivalents at end of year $ 5,272,914 $ 3,779,376 $ 3,031,893

See accompanying notes.
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CYTRX CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of Business

CytRx Corporation (�CytRx� or �the Company�) is a biopharmaceutical company focused on the development and commercialization of high-value
human therapeutics. The Company�s current research and development include CRL-5861, an intravenous agent for treatment of sickle cell
disease and other acute vaso-occlusive disorders, and TranzFect, a delivery technology for DNA-based vaccines. CytRx also has a research
pipeline with opportunities in the areas of muscular dystrophy, cancer, spinal cord injury, vaccine delivery and gene therapy.

The Company�s sales relate to Spectrum Recruitment Research (�Spectrum�), through which the Company markets the services of its small group
of human resources professionals as a way of offsetting the Company�s cost of maintaining this function. Spectrum�s services are marketed
primarily within metropolitan Atlanta, Georgia. The Company�s operational focus is on the development and commercialization of
pharmaceutical products; the Spectrum operations were formed as an ancillary activity. As more thoroughly discussed in Note 16, the operations
of Spectrum were terminated in February 2002.

2. Summary of Significant Accounting Policies

Basis of Presentation�The consolidated financial statements include the accounts of CytRx together with those of its majority-owned subsidiaries.
Certain prior year amounts have been reclassified to conform to the 2001 financial statement presentation. As more thoroughly discussed in Note
13, the operations of Vaxcel, Inc. and the Company�s TiterMax business segment are presented as discontinued operations for all periods
presented.

Revenue Recognition�Service revenues are recognized at the time services are rendered. The Company does not require collateral or other
securities for sales made on credit. Revenues from collaborative research arrangements and grants are generally recorded as the related costs are
incurred. The costs incurred under such arrangements are recorded as research and development expense and approximate the revenues reported
in the accompanying statements of operations. Non-refundable license fee revenue is recognized upon receipt when no continuing involvement
of the Company is required and payment of the license fee represents the culmination of the earnings process. Non-refundable license fees
received subject to future performance by the Company or that are credited against future payments due to the Company are deferred until
services are performed, future payments are received or termination of the agreement, whichever is earlier.

Cash Equivalents�The Company considers all highly liquid debt instruments with an original maturity of 90 days or less to be cash equivalents.
Cash equivalents consist primarily of commercial paper and amounts invested in money market accounts.

Fair Value of Financial Instruments�The carrying amounts reported in the balance sheet for cash and cash equivalents, accounts receivable, notes
receivable and accounts payable approximate their fair values.

Property and Equipment�Property and equipment are stated at cost and depreciated using the straight-line method based on the estimated useful
lives (generally five years for equipment and furniture) of the related assets. Leasehold improvements are amortized over the term of the related
lease or other contractual arrangement. Management continuously monitors and evaluates the realizability of recorded long-lived assets to
determine whether their carrying values have been impaired. In accordance with Financial Accounting Standards Board (�FASB�) Statement No.
121, Accounting for the Impairment of Long-Lived Assets, the Company records impairment losses on long-lived assets used in operations when
events and circumstances indicate that the assets might be impaired and the nondiscounted cash flows estimated to be generated by those assets
are less than the carrying amount of those assets. Any impairment loss is measured by comparing the fair value of the asset to its carrying
amount.
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CYTRX CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

Patents and Patent Application Costs�Although the Company believes that its patents and underlying technology have continuing value, the
amount of future benefits to be derived therefrom is uncertain. Patent costs are therefore expensed rather than capitalized.

Accrued Expenses�Accrued expenses and other current liabilities at December 31 are summarized below (in thousands).

2001 2000

Clinical research activities $ 194 $ 378
Deferred revenue 303 256
Other miscellaneous 352 308

Total $ 849 $ 942

Basic and Diluted Loss per Common Share�Basic and diluted loss per share are computed based on the weighted average number of common
shares outstanding. Common share equivalents (which may consist of options and warrants) are excluded from the computation of diluted loss
per share since the effect would be antidilutive.

Shares Reserved for Future Issuance�As of December 31, 2001, the Company has reserved approximately 3,566,000 of its authorized but
unissued shares of common stock for future issuance pursuant to its employee stock option plans and warrants, and 5,612,000 shares pursuant to
warrants issued to consultants and investors.

Stock-based Compensation�The Company grants stock options and warrants for a fixed number of shares to key employees and directors with an
exercise price equal to the fair market value of the shares at the date of grant. The Company accounts for stock option grants and warrants in
accordance with APB Opinion No. 25, Accounting for Stock Issued to Employees (�APB 25�) and related Interpretations, and, accordingly,
recognizes no compensation expense for the stock option grants and warrants for which the terms are fixed. For stock option grants and warrants
which vest based on certain corporate performance criteria, compensation expense is recognized to the extent that the quoted market price per
share exceeds the exercise price on the date such criteria are achieved or are probable. In October 1995, the FASB issued Statement of Financial
Accounting Standards No. 123, Accounting for Stock-based Compensation (�Statement 123�), which provides an alternative to APB 25 in
accounting for stock-based compensation issued to employees. However, the Company has continued to account for stock-based compensation
in accordance with APB 25 (See Note 8). The Company has also granted stock options and warrants to certain consultants and other third
parties. Stock options and warrants granted to consultants and other third parties are accounted for in accordance with Emerging Issues Task
Force (�EITF�) No. 96-18, Accounting for Equity Instruments That Are Issued for Sales of Goods and Services to Other Than Employees, and are
valued at the fair market value of the options and warrants granted or the services received, whichever is more reliably measurable. Expense is
recognized in the period in which a performance commitment exists or the period in which the services are received, whichever is earlier.

Concentrations of Credit Risk�Financial instruments that potentially subject the Company to significant concentrations of credit risk consist
principally of cash and cash equivalents, accounts receivable and note receivable. The Company maintains cash and cash equivalents in large
well-capitalized financial institutions and the Company�s investment policy disallows investment in any debt securities rated less than
�investment-grade� by national ratings services. The Company generally does not require collateral from its customers. The Company is at risk to
the extent accounts receivable and note receivable amounts become uncollectible.

Use of Estimates�The preparation of the financial statements in conformity with generally accepted accounting principles in the United States
requires management to make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes.
Actual results could differ from those estimates.
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CYTRX CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

Recently Issued Accounting Standards�In December 1999, the SEC staff issued Staff Accounting Bulletin No. 101, Revenue Recognition in
Financial Statements (�SAB 101�). SAB 101 explains how the SEC staff applies by analogy the existing rules on revenue recognition to other
transactions not covered by such rules. In March 2000, the SEC issued SAB 101A that delayed the original effective date of SAB 101 until the
second quarter of 2000 for calendar year companies. In June 2000, the SEC issued SAB 101B that further delayed the effective date of SAB 101
until no later than the fourth fiscal quarter of fiscal years beginning after December 15, 1999. The adoption of SAB 101 has not had a material
impact on the Company�s financial statements.

In June 2001, the FASB issued SFAS No. 141, Business Combinations (�SFAS 141�). This statement eliminates the pooling of interests method of
accounting for all business combinations initiated after June 30, 2001, and addresses the initial recognition and measurement of goodwill and
other intangible assets acquired in a business combination. On February 11, 2002, the Company entered into an agreement to acquire Global
Genomics Capital, Inc., a privately held genomics company in Los Angeles, California, through a merger of a wholly owned subsidiary of the
Company into Global Genomics Capital. The merger is subject to the shareholder approval of both companies and other customary closing
conditions. See Note 16. The Company intends to account for the merger in accordance with the provisions of SFAS 141.

In June 2001, the FASB issued SFAS No. 142, Goodwill and Other Intangible Assets (�SFAS 142�). This statement changes the accounting for
goodwill from an amortization method to an impairment only approach. SFAS 142 is not expected to have a significant impact on the results of
operations of the Company upon adoption.

In August 2001, the FASB issued SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets (�SFAS 144�), which addresses
financial accounting and reporting for the impairment or disposal of long-lived assets and supercedes SFAS No. 121, Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of, and the accounting and reporting provisions of APB Opinion
No. 30, Reporting the Results of Operations, for a disposal of a segment of a business. SFAS 144 is effective for fiscal years beginning after
December 15, 2001, with earlier application encouraged. The Company expects to adopt SFAS 144 as of January 1, 2002. In February 2002, the
Company transferred all of its ownership rights in Spectrum Recruitment Research to Albert, Isaac & Alexander, Inc., a consulting firm
comprised of former CytRx (Spectrum) employees. Since the disposal of Spectrum occurred after the balance sheet date, the Company has not
restated its financial statements to reflect Spectrum as a discontinued operation in accordance with the transition provisions of SFAS 144. See
Note 16.

3. Property and Equipment

Property and equipment at December 31 consist of the following (in thousands):

2001 2000

Equipment and furnishings $ 2,122 $ 2,122
Leasehold improvements 984 984

3,106 3,106
Less accumulated depreciation (1,360) (774)

$ 1,746 $  2,332

4. Exchange of Common Stock for Cancellation of Accounts Payable, Accrued Expenses and Debt

During the first quarter of 2000, the Company reached agreements with certain trade creditors whereby an aggregate of $1,894,000 of trade
payables was cancelled in exchange for the issuance of approximately 758,000 shares of CytRx�s Common Stock. The Company also cancelled
$650,000 of Long-Term Debt in exchange for a cash payment of $200,000 and the issuance of 180,000 shares of CytRx�s Common Stock.
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CYTRX CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

5. Private Placement of Common Stock

Effective March 24, 2000, the Company entered into a Stock Purchase Agreement with certain investors (the �Investors�) whereby the Investors
agreed to purchase 800,000 shares of the Company�s Common Stock for an aggregate purchase price of $1,800,000 and the issuance of warrants
to purchase an additional 330,891 shares at $2.25 per share. After consideration of offering expenses, net proceeds to the Company were
approximately $1,649,000. The warrants expire March 31, 2003. The Investors were granted registration rights for the shares issued to them and
the shares underlying the warrants. Subject to certain conditions, the Investors were also required, upon effective registration of the shares, to
either (a) purchase an additional 286,000 shares at $2.25 per share and simultaneously receive an additional three-year warrant to purchase
143,000 shares at $2.25 per share, or (b) purchase 429,000 shares at a price equal to 75% of a trailing average market price of the Company�s
Common Stock, as defined in the Stock Purchase Agreement. In July 2000, the Investors exercised their rights to purchase 429,000 additional
shares at a net price of $.77 per share, resulting in net proceeds of $307,000 to the Company, after consideration of offering expenses.

6. Equity Line of Credit

In April 2000, the Company entered into a Private Equity Line of Credit Agreement (the �ELC Agreement�) with Majorlink Holdings Limited
(�Majorlink�), pursuant to which the Company has the right to put shares of Common Stock to Majorlink from time to time during the
�commitment period� to raise up to $5,000,000, subject to certain conditions and restrictions. The �commitment period� began on the effective date
(May 3, 2001) of a registration statement filed by the Company to register the resale by Majorlink of the shares of Common Stock that Majorlink
purchases under the ELC Agreement and ends on the earliest of (1) the date thirty months from such date, (2) the date on which Majorlink shall
have purchased $5,000,000 of Common Stock under the ELC Agreement or (3) the date either party terminates the ELC Agreement in
accordance with its terms. Each time the Company desires to raise a specific amount of cash under the ELC Agreement, the Company will issue
to Majorlink a number of shares of Common Stock determined by dividing the amount of cash desired to be raised by the Company by 90% of a
trailing market average price of the Company�s Common Stock, as defined in the ELC Agreement. No shares were purchased by Majorlink under
the ELC Agreement in 2001 or 2000. In connection with the ELC Agreement, the Company issued Majorlink a warrant to purchase up to
150,000 shares of Common Stock at a per share exercise price of $2.25. The warrant is exercisable for a period of three years.

7. Commitments and Contingencies

Rental expense from continuing operations under operating leases during 2001, 2000 and 1999 approximated $154,000, $160,000 and $212,000,
respectively. Minimum annual future obligations for operating leases are $172,000, $179,000, $185,000, $193,000, $200,000 and $285,000 in
2002, 2003, 2004, 2005, 2006 and 2007 and beyond, respectively. Aggregate minimum future subrentals the Company expects to receive under
noncancellable subleases total approximately $106,000 at December 31, 2001.

8. Stock Options and Warrants

CytRx has stock option plans pursuant to which certain key employees, directors and consultants are eligible to receive incentive and/or
non-qualified stock options to purchase shares of CytRx�s common stock. Fixed options granted under the plans generally become exercisable
over a three year period from the dates of grant and have lives of ten years. Certain options granted to the Company�s executive officers and
others contain alternative or additional vesting provisions based on the achievement of corporate objectives. Additionally, the Company has
granted warrants to purchase shares of the Company�s common stock to its President and Chief Executive Officer subject to vesting criteria as set
forth in his warrant agreements; such warrants have lives of ten years from the dates of grant. Exercise prices of all options and warrants for
employees and directors are set at the fair market values of the common stock on the dates of grant. During 2001, 2000 and 1999, the vesting
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criteria for certain options and warrants held by employees were achieved, resulting in $0, $115,000 and $689,000 of compensation expense,
respectively.

The terms of certain employee stock options and warrants were modified during 2001 and 2000. As a result of the modifications, these certain
employee options and warrants are required to be accounted for as variable options under APB 25 and related Interpretations. Depending on the
ultimate vesting of these certain employee options and warrants, compensation expense of up to $56,000 may be recognized by the Company.
No compensation expense related to these certain employee options and warrants was required to be recognized in 2001 and 2000.

In addition, the Company repriced certain outstanding employee options and warrants in the current year. As a result of the modification, these
certain employee options and warrants are required to be accounted for as variable options under APB 25 and related Interpretations. Potential
compensation expense is measured for each reporting period based on the intrinsic value of these employee options and warrants until the
options or warrants are ultimately exercised, forfeited, cancelled or expire unexercised. No compensation expense was recognized for the year
ended December 31, 2001 related to these employee options and warrants.

During 2001, 2000 and 1999, services were received in exchange for options and warrants issued to certain consultants, resulting in aggregate
non-cash charges of $1,441,000, $249,000 and $355,000, respectively. Such charges for 2001 included $1,063,000 related to 1,272,492 warrants
issued to Cappello Capital Corp. for financial advisory services. Alexander L. Cappello, a member of the Company�s Board of Directors, is
Chairman and CEO of Cappello Group, Inc., an affiliate of Cappello Capital Corp.

A summary of the Company�s stock option and warrant activity and related information for the years ended December 31 is shown below.

Options and Warrants
Weighted Average
Exercise Price

2001 2000 1999 2001 2000 1999

Outstanding�beginning of year 3,685,682 3,137,852 2,258,308 $ 1.57 $ 1.43 $ 1.17
Granted 2,404,297 1,416,803 961,750 1.03 2.04 2.25
Exercised (500,000) (106,567) (12,103) 0.50 1.28 1.00
Forfeited (7,501) (741,989) (70,103) 1.45 1.86 5.91
Expired (50,000) (20,417) �  1.00 1.00 �  

Outstanding�end of year 5,532,478 3,685,682 3,137,852 $ 1.22 $ 1.57 $ 1.43

Exercisable at end of year 4,764,137 2,917,674 2,170,107 $ 1.26 $ 1.47 $ 1.25
Weighted average fair value of options and warrants granted
during the year $ 0.66 $ 1.98 $ 1.59

The following table summarizes additional information concerning options and warrants outstanding and exercisable at December 31, 2001:

Options Outstanding Options Exercisable

Range of
Exercise Prices Number of Shares

Weighted Average
Remaining
Contractual
Life (years)

Weighted Average
Exercise Price

Number of Shares
Exercisable

Weighted Average
Exercise Price

$0.81 � 1.50  4,785,675 6.6 $1.02 4,017,334 $1.03
  2.00 � 3.438 741,803 1.2 2.45 741,803 2.45
  7.75               5,000 3.2 7.75 5,000 7.75

5,532,478 5.9 1.22 4,764,137 1.26
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The Company has elected to follow APB 25 and related Interpretations in accounting for employee stock options and warrants because, as
discussed below, the alternative fair value accounting provided for under Statement 123 requires use of option valuation models that were not
developed for use in valuing employee stock options.

Pro forma information regarding net loss and loss per share is required by Statement 123, which also requires that the information be determined
as if the Company had accounted for employee stock options granted and warrants issued subsequent to December 31, 1994 under the fair value
method of that Statement. The fair value for the Company�s options and warrants was estimated at the date of grant using a Black-Scholes option
pricing model with the following assumptions:

2001 2000 1999

Weighted average risk free interest rate 5.29% 6.24% 6.27%
Dividend yields 0% 0% 0%
Volatility factors of the expected market price of the
Company�s common stock 0.98 1.03 1.046
Weighted average life of the option (years) 7.2 8 8

The Black-Scholes option valuation model was developed for use in estimating the fair value of traded options which have no vesting
restrictions and are fully transferable. In addition, option valuation models require the input of highly subjective assumptions including the
expected stock price volatility. Because the Company�s employee stock options have characteristics significantly different from those of traded
options, and because changes in the subjective input assumptions can materially affect the fair value estimate, in management�s opinion, the
existing models do not necessarily provide a reliable single measure of the fair value of its employee stock options.

For purposes of pro forma disclosures, the estimated fair value of the employee options and warrants is amortized to expense over the options�
vesting periods. The Company�s pro forma information is as follows (in thousands, except per share data):

2001 2000 1999

Pro forma net loss   $ (1,594)     $ (941) $ (16,505)
Pro forma net loss per share (basic and diluted)   $ (0.15)     $ (0.10) $ (2.16)

9. Shareholder Protection Rights Plan

Effective April 16, 1997, the Company�s Board of Directors declared a distribution of one Right for each outstanding share of the Company�s
common stock to stockholders of record at the close of business on May 15, 1997 and for each share of common stock issued by the Company
thereafter and prior to a Flip-in Date (as defined below). Each Right entitles the registered holder to purchase from the Company one-ten
thousandth (1/10,000th) of a share of Series A Junior Participating Preferred Stock, at an exercise price of $30. The Rights are generally not
exercisable until 10 business days after an announcement by the Company that a person or group of affiliated persons (an �Acquiring Person�) has
acquired beneficial ownership of 15% or more of the Company�s then outstanding shares of common stock (a �Flip-in Date�). In connection with
the merger agreement with Global Genomics Capital, the Company�s Board of Directors amended the shareholders protection rights agreement to
exempt the merger from triggering a Flip-in Date.

In the event the Rights become exercisable as a result of the acquisition of shares, each Right will enable the owner, other than the Acquiring
Person, to purchase at the Right�s then current exercise price a number of shares of common stock with a market value equal to twice the exercise
price. In addition, unless the Acquiring Person owns more than 50% of the outstanding shares of common stock, the Board of Directors may
elect to exchange all outstanding Rights (other than those owned by such Acquiring Person) at an exchange ratio of one share of common stock
per Right. All Rights that are owned by any person on or after the date such person becomes an Acquiring Person will be null and void.

The Rights have been distributed to protect the Company�s stockholders from coercive or abusive takeover tactics and to give the Board of
Directors more negotiating leverage in dealing with prospective acquirors.
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10. Retirement Plan

The Company maintained a defined contribution retirement plan (the �Plan�) covering employees of the Company until February 2000, at which
time the Plan was terminated. Total expense for the Plan for the years ended December 31, 2001, 2000 and 1999 was approximately $0, $0 and
$69,000, respectively.

11. Income Taxes

For income tax purposes, CytRx and its subsidiaries have an aggregate of approximately $54.1 million of net operating losses available to offset
against future taxable income, subject to certain limitations. Such losses expire in 2003 through 2020 as of December 31, 2001. CytRx also has
an aggregate of approximately $6.7 million of research and development and orphan drug credits available for offset against future income taxes
that expire in 2003 through 2021.

Deferred income taxes reflect the net effect of temporary differences between the financial reporting carrying amounts of assets and liabilities
and income tax carrying amounts of assets and liabilities. The components of the Company�s deferred tax assets and liabilities are as follows (in
thousands):

December 31,

2001 2000

Deferred tax assets:
Net operating loss carryforward $ 20,564 $ 20,590
Tax credit carryforward 6,667 6,652
Other 2,584 2,822

Total deferred tax assets 29,815 30,064
Deferred tax liabilities:
Depreciation and other (2,727) (2,882)

Total deferred tax liabilities (2,727) (2,882)

Net deferred tax assets 27,088 27,182
Valuation allowance (27,088) (27,182)

$ �  $ �  

Based on assessments of all available evidence as of December 31, 2001 and 2000, management has concluded that the respective deferred
income tax assets should be reduced by valuation allowances equal to the amounts of the deferred income tax assets.

12. License Agreements

Ivy Animal Health, Inc.

In February 2001, CytRx entered into a license agreement with Ivy Animal Health, Inc. (�Ivy�) of Overland Park, Kansas, whereby CytRx granted
to Ivy a worldwide exclusive license to its investigational agent, CRL-8761, a non-antibiotic feed additive that enhances growth performance in
monogastric food animals such as poultry and pigs. As part of the license, CytRx received a nominal up-front payment, and will receive a
milestone fee upon regulatory approval in the United States and an eventual royalty equal to 5% of net sales.

Vical, Incorporated
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worldwide rights to use or sublicense CytRx�s TranzFect poloxamer technology to enhance viral or non-viral delivery of polynucleotides (such as
DNA and RNA) in
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all preventive and therapeutic human and animal health applications, except for (1) four infectious disease vaccine targets previously licensed by
CytRx to Merck, and (2) DNA vaccines or therapeutics based on prostate-specific membrane antigen (PSMA). In addition, the Vical License
permits Vical to use TranzFect poloxamer technology to enhance the delivery of proteins in prime-boost vaccine applications that involve the
use of polynucleotides. Under the Vical License, CytRx received an up-front payment of $3,750,000 and has the potential to receive milestone
and royalty payments in the future based on criteria described in the agreement. The Company has no commitment for continuing involvement
to earn the up-front payment or the future milestone payments.

Merck & Co., Inc.

In November 2000, CytRx entered into an exclusive, worldwide license agreement with Merck & Co., Inc. (�Merck�) whereby CytRx granted to
Merck rights to use its TranzFect technology in DNA-based vaccines targeted to four infectious diseases. In addition to an up-front payment of
$2 million for the first disease target, in February 2002 Merck paid CytRx a $1 million milestone fee related to the commencement by Merck of
the first U.S. Food and Drug Administration Phase I Study for the first product incorporating TranzFect designed for the prevention and
treatment of HIV. In addition, Merck may pay CytRx milestone and product approval payments of up to $3 million as they develop the product.
The Company has no commitment for continuing involvement to earn the up-front payment or the future milestone payments. Thus, the $2
million up-front payment was recognized as license fee revenue in 2000 and the $1 million milestone payment will be recognized as license fee
revenue in 2002. Additionally, if certain conditions are met regarding patent protection and Merck�s competitive position, Merck may pay a
royalty to CytRx of 1% on net sales of products incorporating TranzFect for the first disease target. For each of the licenses for the three
additional disease targets, Merck will pay to CytRx a series of milestone and product approval payments totaling up to $2,850,000 each. If and
when sales of products incorporating TranzFect for the three additional disease targets commence, CytRx will receive royalties of between 2 and
4% of the net sales from such products. Additionally, if certain conditions are met regarding patent protection and Merck�s competitive position,
Merck may pay an additional royalty to CytRx of 1% on net sales of products incorporating TranzFect for these additional disease targets, in
which case the total royalties may be up to 5%.

13. Discontinued Operations

Titermax

From 1987 to 2000 CytRx manufactured, marketed and distributed Titermax, an adjuvant used to produce immune responses in research
animals. Effective June 15, 2000, the Company entered into a Purchase Agreement with Titermax USA, Inc. (an unaffiliated company) whereby
Titermax USA purchased the worldwide rights to market and distribute Titermax, including all accounts receivable, inventory and other assets
used in the Titermax business. The gross purchase price was $750,000, consisting of $100,000 in cash and a $650,000 five-year secured
promissory note bearing interest of 10% annually. Net income associated with the Titermax activities included in income (loss) from
discontinued operations was approximately $119,000 and $281,000 for 2000 and 1999, respectively. A gain related to the sale of $680,000 was
recorded in 2000 and is also classified as discontinued operations.

Vaxcel, Inc.

On June 2, 1999, CytRx entered into a Stock Acquisition Agreement with A-Z Professional Consultants, Inc. (�A-Z�) for the sale of CytRx�s equity
interest in Vaxcel, Inc. The sale was consummated on September 9, 1999. Pursuant to the agreement, A-Z purchased 9,625,000 shares of
common stock of Vaxcel from CytRx for a cash purchase price of $319,000. Net loss (net of minority interest) associated with Vaxcel included
in income (loss) from discontinued operations was approximately $40,000 for the year ended December 31, 1999.
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14. Segment Reporting

The Company has four reportable segments: Recruiting Services (Spectrum), Product Development (core business of development and
commercialization of pharmaceutical-related products), Research Products (Titermax) and Vaccine Development (Vaxcel). See Notes 1 and 13
for additional information concerning these operations.

The Company adopted FASB Statement No. 131, Disclosures About Segments of an Enterprise and Related Information, in 1998 which outlines
the way the Company reports information about its operating segments. The accounting policies of the reportable segments are the same as those
described in the summary of significant accounting policies (see Note 2). The Company evaluates performance of its operating segments based
primarily on profit or loss from operations before income taxes. Summarized financial information concerning the Company�s reportable
segments is shown in the following table.

Continuing Operations Discontinued Operations

(in thousands)
Product

Development
Recruiting
Services

Total
Continuing
Operations

Research
Products

Vaccine
Development

Total
Discontinued
Operations

2001:
Sales to external customers $ �  $ 101 $ 101 $   �  $   �  $   �  
Intersegment sales �  �  �  �  �  �  
Collaborative, grant & other revenue 4,136 �  4,136 �  �  �  
Interest income 162 �  162 �  �  �  
Interest expense �  �  �  �  �  �  
Depreciation and amortization 586 �  586 �  �  �  
Segment profit (loss) (913) (18) (931) �  �  �  
Total assets 7,611 �  7,611 �  �  �  
Capital expenditures �  �  �  �  �  �  
Stock option and warrant expense 1,441 �  1,441 �  �  �  

2000:
Sales to external customers $ �  $ 451 $ 451 $ 170 $ �  $ 170
Intersegment sales �  �  �  �  �  �  
Collaborative, grant & other revenue 2,706 �  2,706 �  �  �  
Interest income 170 �  170 �  �  �  
Interest expense �  �  �  �  �  �  
Depreciation and amortization 318 �  318 �  �  �  
Segment profit (loss) (1,293) 146 (1,147) 799 �  799
Total assets 6,859 �  6,859 �  �  �  
Capital expenditures 20 �  20 �  �  �  
Stock option and warrant expense 365 �  365 �  �  �  

1999:
Sales to external customers $ �  $ 323 $ 323 $ 500 $ �  $ 500
Intersegment sales �  �  �  �  �  �  
Collaborative, grant & other revenue 606 �  606 �  134 134
Interest income 463 �  463 �  7 7
Interest expense �  �  �  �  4 4
Depreciation and amortization 62 �  62 �  6 6
Segment profit (loss) (15,345) 75 (15,270) 281 (40) 241
Total assets 6,128 �  6,128 �  �  �  
Capital expenditures 2,515 �  2,515 �  �  �  
Stock option and warrant expense 1,043 �  1,043 �  �  �  
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15. Quarterly Financial Data (unaudited)

Summarized quarterly financial data for 2001 and 2000 is as follows (in thousands, except per share data):

Quarter Ended

March 31 June 30 September 30 December 31

2001
Net sales $ 26 $ 10 $ 28 $ 37
Gross profit 13 3 7 7
Income (loss) from continuing operations (1,157) (1,220) (1,002) 2,448
Income from discontinued operations �  �  �  �  
Net income (loss) (1,157) (1,220) (1,002) 2,448
Basic and diluted income (loss) per common share:
Continuing operations (0.11) (0.12) (0.10) 0.23
Discontinued operations �  �  �  �  
Net income (loss) (0.11) (0.12) (0.10) 0.23

2000
Net sales $ 100 $ 85 $ 168 $ 98
Gross profit 48 41 86 8
Income (loss) from continuing operations (940) (762) (606) 1,161
Income from discontinued operations 40 759 �  �  
Net income (loss) (900) (3) (606) 1,161
Basic and diluted income (loss) per common share:
Continuing operations (0.12) (0.08) (0.06) 0.11
Discontinued operations 0.01 0.08 �  �  
Net income (loss) (0.11) (0.00) (0.06) 0.11

16. Subsequent Events

Transfer of Spectrum Operations

Since 1996 CytRx has marketed the services of its small group of human resources professionals under the name of Spectrum Recruitment
Research (�Spectrum�) as a way of offsetting the Company�s cost of maintaining this function. In February 2002 the operations of Spectrum were
terminated and the rights to use the Spectrum trade names were transferred to Albert, Isaac & Alexander, Inc., a consulting firm comprised of
former CytRx (Spectrum) employees. Net income (loss) associated with the Spectrum activities included in income (loss) from operations was
approximately $(18,000), $146,000 and $75,000 for 2001, 2000, and 1999, respectively.

The Company has accounted for the disposal of Spectrum in accordance with the provisions of SFAS 144. Accordingly, the results of operations
of Spectrum are included in continuing operations for the years ended December 31, 2001, 2000 and 1999 since the criteria for assets held for
sale for this disposal group as outlined in SFAS 144 were not met.

Pending Merger with Global Genomics Capital, Inc.

On February 11, 2002, the Company entered into an agreement whereby the Company will acquire Global Genomics Capital, Inc. (�GGC�), a
privately held genomics holding company, through a merger of a wholly owned subsidiary of the Company into GGC. The terms of the merger
provide for CytRx to acquire all outstanding shares of GGC in return for the issuance or reservation for issuance of a maximum of
approximately 9,963,000 shares of CytRx Common Stock, subject to adjustment. The closing of the transaction is anticipated in the second
quarter of 2002, and is contingent upon approval by the shareholders of each company and other customary closing conditions. If the merger
with GGC is completed, the Company will become obligated under contracts with its officers to make cash payments of up to $1.2 million in the
aggregate upon termination of their employment.
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SCHEDULE II�VALUATION AND QUALIFYING ACCOUNTS

FOR THE YEARS ENDED DECEMBER 31, 2001, 2000 AND 1999

Additions

Description

Balance at
Beginning of

Period

Charged to
Costs and
Expenses

Charged
to Other
Accounts Deductions

Balance at
End of Period

Reserve Deducted in the Balance Sheet from the Asset to
Which it Applies:
Allowance for Bad Debts
Year ended December 31, 2001 $ 11,900 $ 27,150 $ �  $ �  $ 39,050
Year ended December 31, 2000 �  11,900 �  �  11,900
Year ended December 31, 1999 �  �  �  �  �  
Allowance for Deferred Tax Assets
Year ended December 31, 2001 $ 27,182,000 $ �  $ �  $ 94,000 $ 27,088,000
Year ended December 31, 2000 26,364,000 818,000 �  �  27,182,000
Year ended December 31, 1999 20,769,000 5,595,000 �  �  26,364,000
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March 31,
2002

December 31,
2001

(Unaudited)
ASSETS

Current assets:
Cash and cash equivalents $ 4,988,697 $ 5,272,914
Accounts receivable, net 18,610 28,000
Current portion of note receivable 125,555 122,467
Other current assets 128,914 23,238

Total current assets 5,261,776 5,446,619
Property and equipment, net 1,599,508 1,745,728
Other assets:
Note receivable 332,678 365,249
Deferred transaction costs 357,466 �  
Other assets 53,000 53,000

Total other assets 743,144 418,249

Total assets $ 7,604,428 $ 7,610,596

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Accounts payable $ 29,142 $ 178,777
Accrued liabilities 717,658 849,068

Total current liabilities 746,800 1,027,845
Commitments
Stockholders� equity:
Preferred stock, $.01 par value, 1,000 shares authorized, including 1,000 shares of Series A Junior
Participating Preferred Stock; no shares issued and outstanding �  �  
Common stock, $.001 par value, 50,000,000 shares authorized; 12,198,595 and 11,459,012 shares
issued at March 31, 2002 and December 31, 2001, respectively 12,199 11,459
Additional paid-in capital 75,085,674 74,632,292
Treasury stock, at cost (633,816 shares held at March 31, 2002 and December 31, 2001) (2,279,238) (2,279,238)
Accumulated deficit (65,961,007) (65,781,762)

Total stockholders� equity 6,857,628 6,582,751

Total liabilities and stockholders� equity $ 7,604,428 $ 7,610,596

See accompanying notes.
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(Unaudited)

Three Months Ended
March 31,

2002 2001

Revenues:
Service revenues $ 22,453 $ 26,014
License fees 1,000,000 �  
Interest income 32,117 60,824
Grant income 31,313 45,752
Other 55,137 50,204

1,141,020 182,794
Expenses:
Cost of service revenues 11,287 12,608
Research and development 318,801 448,673
Selling, general and administrative 990,177 878,745

1,320,265 1,340,026

Net loss $ (179,245) $ (1,157,232)

Basic and diluted loss per common share $ (0.02) $ (0.11)

Basic and diluted weighted average shares outstanding 11,091,535 10,136,446

See accompanying notes.
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CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)

Three Months Ended March 31,

2002 2001

Cash flows from operating activities:
Net loss $ (179,245) $ (1,157,232)
Adjustments to reconcile net loss to net cash used by operating activities:
Depreciation and amortization 146,220 146,562
Stock option and warrant expense 89,000
Net change in assets and liabilities (705,314) (433,266)

Total adjustments (470,094) 192,712

Net cash used in operating activities (649,339) (964,520)
Cash flows from financing activities:
Net proceeds from issuance of common stock 365,122 30,469

Net cash provided by financing activities 365,122 30,469

Net decrease in cash and cash equivalents (284,217) (934,051)
Cash and cash equivalents at beginning of period 5,272,914 3,779,376

Cash and cash equivalents at end of period $ 4,988,697 $ 2,845,325

See accompanying notes.
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March 31, 2002
(Unaudited)

1. Description of Company and Basis of Presentation

CytRx Corporation (�CytRx� or �the Company�) is a biopharmaceutical company focused on the development and commercialization of high-value
human therapeutics. The Company�s current research and development activities include CRL-5861, an intravenous agent for treatment of sickle
cell disease and other acute vaso-occlusive disorders, and TranzFect, a delivery technology for DNA-based vaccines. CytRx has licensed
TranzFect to Merck & Co., Inc. for use in Merck�s efforts to develop DNA-based vaccines for HIV and three other infectious diseases. All other
uses of TranzFect for enhancement of viral or non-viral delivery of polynucleotides (such as DNA and RNA) were recently licensed to Vical,
Incorporated. CytRx also has a research pipeline with opportunities in the areas of muscular dystrophy, cancer, spinal cord injury, vaccine
delivery, gene therapy and food animal feed additives.

The accompanying condensed financial statements at March 31, 2002 and for the three months ended  March 31, 2002 and 2001 are unaudited,
but include all adjustments, consisting of normal recurring entries, which the Company�s management believes to be necessary for a fair
presentation of the periods presented. Interim results are not necessarily indicative of results for a full year. The financial statements should be
read in conjunction with the Company�s audited financial statements for the year ended December 31, 2001.

2. Pending Merger with Global Genomics Capital, Inc.

On February 11, 2002, CytRx entered into an agreement whereby the Company will acquire Global Genomics Capital, Inc. (�GGC�), a
privately-held genomics holding company, through a merger of a wholly owned subsidiary of CytRx into GGC. The terms of the merger provide
for CytRx to acquire all outstanding shares and rights to acquire shares of GGC capital stock in return for the issuance or reservation for issuance
of a maximum of approximately 9,963,000 shares of CytRx Common Stock, subject to adjustment. The closing of the transaction is anticipated
in the third quarter of 2002, and is contingent upon approval by the shareholders of each company and other customary closing conditions. If the
merger with GGC is completed, the Company will become obligated under contracts with its officers to make cash payments of up to $1.2
million in the aggregate upon termination of their employment subsequent to the merger.
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3. Segment Reporting

Product
Development

Recruiting
Services* Total

(in thousands)
Three Months Ended March 31, 2002
Sales to external customers $ �  $ 22 $ 22
Intersegment sales �  �  �  
License fee income 1,000 �  1,000
Interest income 32 �  32
Grant & other income 86 �  86
Interest expense �  �  �  
Depreciation and amortization 146 �  146
Stock option and warrant expense 89 �  89
Segment profit (loss) (185) 5 (180)
Total assets 7,604 7,604
Capital expenditures �  �  �  

Three Months Ended March 31, 2001
Sales to external customers �  26 26
Intersegment sales �  �  �  
License fee income �  �  �  
Interest income 61 �  61
Grant & other income 96 �  96
Interest expense �  �  �  
Depreciation and amortization 147 �  147
Stock option and warrant expense 479 �  479
Segment profit (loss) (1,164) 7 (1,157)
Total assets 5,785 �  5,785
Capital expenditures �  �  �  

      *The activities of the Spectrum Recruitment Research segment were terminated effective February 1, 2002.
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INDEPENDENT AUDITORS� REPORT

To the Board of Directors
of Global Genomics Capital, Inc.

We have audited the accompanying balance sheets of Global Genomics Capital, Inc., a California corporation (a development stage enterprise)
as of December 31, 2001 and 2000, and the related statements of operations, shareholders� equity and cash flows for the year ended December
31, 2001 and from the period from inception (May 23, 2000) to December 31, 2000 and the period from inception (May 23, 2000) to December
31, 2001. These financial statements are the responsibility of the Company�s management. Our responsibility is to express an opinion on these
financial statements based on our audits. We did not audit the financial statements of Blizzard Genomics, Inc., a 40% owned equity investment,
whose assets reflect 100% and 97%, of the total assets, as of December 31, 2001 and 2000, respectively. Those statements were audited by other
auditors, Silverman Olson Thorvilson & Kaufmann Ltd, whose reports have been furnished to us, and our opinion, insofar as it relates to the
amounts included for Blizzard Genomics, Inc., is based solely on the report of the other auditors.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatements. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of other auditors, the financial statements referred to above present fairly, in all material
respects, the financial position of Global Genomics Capital, Inc. as of December 31, 2001 and 2000, and the results of their operations and cash
flows for the year ended December 31, 2001 and from the period from inception (May 23, 2000) to December 31, 2000, in conformity with
accounting principles generally accepted in the United States of America.

/s/ Good Swartz Brown & Berns LLP

Good Swartz Brown & Berns LLP
Los Angeles, California
March 26, 2002 (except for Note 8,  
as to which the date is May 10, 2002)
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GLOBAL GENOMICS CAPITAL, INC.
(A DEVELOPMENT STAGE ENTERPRISE)

BALANCE SHEETS

DECEMBER 31, 2001 AND 2000

2001 2000

ASSETS
Current Assets
Cash and Cash Equivalents $ 999 $ 4,827
Other Receivable �  40,000
Prepaid Expenses �  7,060

Total Current Assets 999 51,887
Investment in Blizzard Genomics 1,336,076 1,630,577

Total Assets $ 1,337,075 $ 1,682,464

LIABILITIES AND SHAREHOLDERS� EQUITY
Current Liabilities
Accounts Payable and Accrued Expenses $ 28,726 $ 117,700
Interest Payable 40,568 7,121
Notes Payable 875,000 625,000

Total Current Liabilities 944,294 749,821
Shareholders� Equity
Preferred Stock: No Par Value; Authorized 1,000,000 shares; Issued and Outstanding 27,314 Shares 546,273 546,273
Common Stock: No Par Value; Authorized 20,000,000 shares; 9,709,353 and 9,456,019 Shares Issued and
Outstanding as of December 31,2001 and 2000, respectively 820,785 637,227
Additional Paid in Capital 841,553 2,073
Deficit Accumulated During the Development Stage (1,815,830) (252,930)

Total Shareholders� Equity 392,781 932,643

Total Liabilities and Shareholders� Equity $ 1,337,075 $ 1,682,464

See accompanying notes.
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GLOBAL GENOMICS CAPITAL, INC.
(A DEVELOPMENT STAGE ENTERPRISE)

STATEMENTS OF OPERATIONS

YEAR ENDED DECEMBER 31, 2001
FOR THE PERIOD FROM INCEPTION (MAY 23, 2000) TO DECEMBER 31, 2000 AND 2001

December 31, Period From Inception
(May 23, 2000) to
December 31, 20012001 2000

Revenue $ �  $ �  $ �  
Costs and Operating Expenses:
General and Administrative Expenses 535,123 146,672 681,795
Consulting Fees 519,857 33,000 552,857
Accounting and Legal Fees 180,108 74,310 254,418

Total Costs and Operating Expenses 1,235,088 253,982 1,489,070

Loss Before Other Income (Expenses) (1,235,088) (253,982) (1,489,070)
Equity Losses from Blizzard Genomics (294,502) �  (294,502)
Interest Income 37 8,173 8,210
Interest Expense (33,347) (7,121) (40,468)

Total Other Income (Expenses) (327,812) 1,052 (326,760)

Net Loss $ (1,562,900) $ (252,930) $ (1,815,830)

See accompanying notes.
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GLOBAL GENOMICS CAPITAL, INC.
(A DEVELOPMENT STAGE ENTERPRISE)

STATEMENT OF SHAREHOLDERS� EQUITY

FOR THE PERIOD FROM INCEPTION (MAY 23, 2000) TO DECEMBER 31, 2001

Preferred Stock Common Stock

Additional
Shareholders�

Capital

Deficit
Accumulated
During the
Development

Stage

Total
Shareholders�

EquityShares Amount Shares Amount

Balance at inception �  $ �  �  $ �  $ �  $ �  $ �  
Sale of Preferred Stock; $20 per
Share; August 2000 27,314 546,273 �  �  �  �  546,273
Sale of Common Stock; $.01 per
Share; �  �  8,722,686 87,227 2,073 �  89,300
Founders Shares: August - September
2000
Sale of Common Stock; $.75 per
Share November 2000 �  �    733,333 550,000 �  �  550,000
Net Loss �  �  �  �  �    (252,930) (252,930)
Balance at December 31, 2000 27,314 546,273 9,456,019 637,227 2,073 (252,930) 932,643

Sale of Common Stock; $.75 per
Share; January 2001 �  �  26,667 20,000 �  �  20,000
Sale of Common Stock; $.75 per
Share; March 2001 �  �  26,667 20,000 �  �  20,000
Conversion of Liability to Common
Stock; $.75 per Share; November
2001 �  �  60,000 45,000 �  �  45,000
Conversion of Liability for Legal
Services to Common Stock; $.59 per
Share; November 2001 �  �  40,000 23,558 �  �  23,558
Conversion of Liability for Wages to
Common Stock; $.75 per Share;
November 2001 �  �  100,000 75,000 �  �  75,000
Conversion of Liability to Related
Party for Consulting Services and
Rent to 599,701 5 Year Stock
Warrants Converted at $.75 per Share
Exercisable at $.01 per Share;
November 2001 �  �  �  �  461,026 �  461,026
Conversion of Liability to Former
Officer for Unpaid Wages for
125,000, 5 Year Stock Warrants
Converted at $.80 per Share
Exercisable at $.01 per Share;
November 2001 �  �  �  �  100,205 �  100,205
Conversion of Liability to Former
Officer for Unpaid Wages for
175,000, 5 Year Stock Warrants
Converted at $.73 per Share
Exercisable at $.01 per Share;
November 2001 �  �  �  �  128,249 �  128,249
Conversion of Liability to Legal
Counsel for Services Rendered for
250,000, 5 Year Stock Warrants
Converted at $.75 per Share
Exercisable at $.01 per Share;
November 2001 �  �  �  �  150,000 �  150,000
Net Loss (1,562,900) (1,562,900)
Balance at December 31, 2001 27,314 $ 546,273 100,000 $ 820,785 $ 841,553 $ (1,815,830) $ 392,781
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GLOBAL GENOMICS CAPITAL, INC.
(A DEVELOPMENT STAGE ENTERPRISE)

STATEMENTS OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2001
FOR THE PERIOD FROM INCEPTION (MAY 23, 2000) TO DECEMBER 31, 2000 AND 2001

December 31, Period From Inception
(May 23, 2000) to
December 31, 20012001 2000

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (1,562,900) $ (252,930) $ (1,815,830)
Adjustments to Reconcile Net Loss to Net Cash Used in Operating Activities:
Equity Losses from Blizzard Genomics 294,502 �  294,502
Fair Value of Equity Granted in Noncash Transactions 983,037 �  983,037
Changes in Assets and Liabilities Which Affect Net Income
Other Receivable 40,000 (40,000) �  
Prepaid Expenses 7,060 (7,060) �  
Accounts Payable and Accrued Expenses (88,974)
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