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PART IV  

  

  

(a) The following documents are filed as a part of this report:  
  

(1) Financial Statements: The financial statements required by this item are submitted in a separate section 
beginning on page F-1 of this annual report.  

  

  

(2) The information for financial statement schedules has been omitted since they are not applicable.  
  

(b) Exhibits  
  

 
C-44 

ITEM 15.   Exhibits and Financial Statement Schedules 

     

    Page 
  

Index to Financial Statements      C-49  
Report of Independent Registered Public Accounting Firm     C-50  
Report of Independent Registered Public Accounting Firm     C-51  
Balance Sheets as of December 31, 2007 and 2008      C-52  
Statements of Operations for the years ended December 31, 2007 and 2008 and for the period from inception 

(September 23, 2008) through December 31, 2008     C-53  
Statements of Stockholders’ Equity (Deficit) for the years ended December 31 2007 and 2008      C-54  
Statements of Cash Flows for the years ended December 31, 2007 and 2008 and for the period from inception 

(September 23, 2008) to December 31, 2008      C-55  
Notes to Financial Statements      C-56  

                     

           Incorporated by Reference 
Exhibit       Filed      Exhibit         

No   Exhibit Title   Herewith  Form   No.   File No.   Filing Date
  

  3 .1 
  

Fourth Amended and Restated Certificate of 
Incorporation of the registrant   

 
   

S-1 
   

3.1 
  

333-142646 
  

5/4/2007 

  3 .2 
  

Amendment to Certificate of Incorporation of the 
registrant to effect a six-for-ten reverse stock split   

 
   

S-1 
   

3.2 
  

333-142646 
  

5/4/2007 

  3 .3 

  

Second Amendment to Certificate of Incorporation 
of the registrant to effect a one-for-three reverse 
stock split   

 

   

S-1 

   

3.3 

  

333-142646 

  

5/4/2007 

  3 .4 
  

Amended and Restated Certificate of 
Incorporation of the registrant   

 
   

S-1 
   

3.4 
  

333-142646 
  

5/4/2007 

  3 .5   Bylaws of the registrant, as amended       S-1    3.5   333-142646   5/4/2007 
  3 .6   Amended and Restated Bylaws of the registrant       S-1    3.6   333-142646   5/4/2007 
  4 .1 

  
Specimen certificate evidencing shares of common 
stock   

 
   

S-1 
   

4.1 
  

333-142646 
  

5/4/2007 

  10 .1* 

  

Form of Indemnification Agreement entered into 
between the registrant and each of its directors and 
officers   

 

   

S-1 

   

10.1 

  

333-142646 

  

5/4/2007 

  10 .2 

  

Second Amended and Restated Investors’ Rights 
Agreement, dated April 14, 2006, by and among 
the registrant and certain stockholders   

 

   

S-1 

   

10.2 

  

333-142646 

  

5/4/2007 

  10 .3*   2000 Stock Plan and related agreements       S-1    10.3   333-142646   5/4/2007 
  10 .4* 

  
2007 Performance Incentive Plan and related 
agreements     

 
     

S-1 
      

10.4 
    

333-142646 
  

5/4/2007 

  10 .5*   Bonus Plan       S-1    10.5   333-142646   5/4/2007 
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         Incorporated by Reference 
Exhibit       Filed      Exhibit         

No   Exhibit Title   Herewith  Form   No.   File No.   Filing Date
  

  10 .6 

  

License Agreement, dated January 4, 2005, 
between the registrant and Dr. med. Reinhard 
Schlief   

 

   

S-1 

   

10.6 

  

333-142646 

  

5/4/2007 

  10 .7 

  

Exclusive Sublicense Agreement, dated 
October 10, 2003, between the registrant and 
UNEMED Corporation   

 

   

S-1 

   

10.7 

  

333-142646 

  

5/4/2007 

  10 .8 

  

Assignment, Assumption and License Agreement, 
dated October 7, 1999, between the registrant and 
Bristol-Myers Squibb Medical Imaging, Inc. (as 
successor to DuPont Contrast Imaging, Inc.) dated 
October 7, 1999, and amendments thereto     

 

     

S-1 

      

10.8 

    

333-142646 

  

5/4/2007 

  10 .9 

  

License Agreement, dated February 10, 2006, 
between the registrant and the University of 
Arkansas for Medical Sciences   

 

   

S-1 

   

10.9 

  

333-142646 

  

5/4/2007 

  10 .10 

  

Asset Purchase Agreement, dated April 10, 2006, 
between the registrant and Abbott Laboratories, 
and amendments thereto   

 

   

S-1 

   

10.10 

  

333-142646 

  

5/4/2007 

  10 .11 
  

Escrow Agreement, dated April 14, 2006, between 
the registrant and Abbott Laboratories   

 
   

S-1 
   

10.11 
  

333-142646 
  

5/4/2007 

  10 .12 

  

Inventory Trademark License Agreement, dated 
April 14, 2006, between the registrant and Abbott 
Laboratories   

 

   

S-1 

   

10.12 

  

333-142646 

  

5/4/2007 

  10 .13 
  

Security Agreement, dated April 14, 2006, 
between the registrant and Abbott Laboratories   

 
   

S-1 
   

10.13 
  

333-142646 
  

5/4/2007 

  10 .14 
  

Secured Promissory Note, dated April 14, 2006, 
between the registrant and Abbott Laboratories   

 
   

S-1 
   

10.14 
  

333-142646 
  

5/4/2007 

  10 .15 

  

Second Amended Executive Employment 
Agreement, dated May 15, 2006, between the 
registrant and Evan C. Unger   

 

   

S-1 

   

10.15 

  

333-142646 

  

5/4/2007 

  10 .16 
  

Consulting Agreement, dated October 20, 2006, 
between the registrant and Evan C. Unger   

 
   

S-1 
   

10.16 
  

333-142646 
  

5/4/2007 

  10 .17 

  

Confidential Separation Agreement and Mutual 
General Release of All Claims, dated 
November 28, 2006, between the registrant and 
Evan C. Unger   

 

   

S-1 

   

10.17 

  

333-142646 

  

5/4/2007 

  10 .18* 
  

Consulting Agreement, dated April 11, 2005, 
between the registrant and Greg Cobb   

 
   

S-1 
   

10.18 
  

333-142646 
  

5/4/2007 

  10 .19* 

  

Amended Executive Employment Agreement, 
dated February 1, 2007, between the registrant and 
Greg Cobb   

 

   

S-1 

   

10.19 

  

333-142646 

  

5/4/2007 

  10 .20* 

  

Amended Executive Employment Agreement, 
dated February 1, 2007, between the registrant and 
Bradford A. Zakes   

 

   

S-1 

   

10.20 

  

333-142646 

  

5/4/2007 

  10 .21 

  

Agreement, dated March 31, 2006, by and among 
the registrant, John A. Moore and Edson Moore 
Healthcare Ventures     

 

     

S-1 

      

10.21 

    

333-142646 

  

5/4/2007 
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         Incorporated by Reference 
Exhibit       Filed     Exhibit         

No   Exhibit Title   Herewith  Form  No.   File No.   Filing Date
  

  10 .22 

  

Subscription Agreement and Investor 
Questionnaire, dated March 2004, between the 
registrant and each of the signatory investors, 
offering price $2.00 per share     

 

    

S-1 

     

10.22 

    

333-142646 

  

5/4/2007 

  10 .23 

  

Subscription Agreement and Investor 
Questionnaire, dated December 2004, between the 
registrant and each of the signatory investors, 
offering price $3.00 per share   

 

   

S-1 

   

10.23 

  

333-142646 

  

5/4/2007 

  10 .24 

  

Subscription Agreement and Investor 
Questionnaire, dated September and October 
2004, between the registrant and each of the 
signatory investors, offering price $4.00 per share   

 

   

S-1 

   

10.24 

  

333-142646 

  

5/4/2007 

  10 .25 

  

Commercial Lease — Triple Net, dated 
November 1, 2002, between the registrant and 
ImaRx Investments L.L.C.    

 

   

S-1 

   

10.25 

  

333-142646 

  

5/4/2007 

  10 .26 

  

Standard Commercial — Industrial Lease, dated 
December 30, 1997, between the registrant and 
Tucson Tech Park and addenda thereto     

 

    

S-1 

     

10.26 

    

333-142646 

  

5/4/2007 

  10 .27 

  

Note Extension and Amendment Agreement, dated 
October 25, 2007, between the registrant and 
Abbott Laboratories   

 

   

8-K 

   

10.1 

  

001-33043 

  

10/26/2007 

  10 .28* 

  

Amendment No. 2 to Executive Employment 
Agreement dated as of January 1, 2008 by and 
between the Company and Bradford A. Zakes   

 

   

8-K 

   

10.1 

  

001-33043 

  

2/7/2008 

  10 .29* 

  

Amendment No. 2 to Executive Employment 
Agreement dated as of January 1, 2008 by and 
between the Company and Greg Cobb   

 

   

8-K 

   

10.2 

  

001-33043 

  

2/7/2008 

  10 .30* 

  

Executive Employment Agreement dated as of 
January 1, 2008 by and between the Company and 
Garen Manvelian   

 

   

8-K 

   

10.3 

  

001-33043 

  

2/7/2008 

  10 .31* 

  

Executive Employment Agreement dated as of 
January 1, 2008 by and between the Company and 
Kevin Ontiveros   

 

   

8-K 

   

10.4 

  

001-33043 

  

2/7/2008 

  10 .32 
  

Separation and Release of Claims Agreement with 
Greg Cobb   

 
   

8-K 
   

10.2 
  

001-33043 
  

6/10/2008 

  10 .33 
  

Separation and Release of Claims Agreement with 
Kevin Ontiveros   

 
   

8-K 
   

10.4 
  

001-33043 
  

6/10/2008 

  10 .33   Consulting Agreement with Greg Cobb       8-K    10.3   001-33043   6/10/2008 
  10 .34 

  
Amended Executive Employment Agreement with 
Brad Zakes   

 
   

8-K 
   

10.1 
  

001-33043 
  

6/27/2008 

  10 .35 
  

Commercial Lease — dated December 10, 2007, 
between the registrant and Cambric Partners   

 
   

10-K 
   

10.32 
  

001-33043 
  

8/31/2008 

  10 .36 

  

Sublease Agreement — dated December 29, 2008 
between the Registrant and Koronis 
Pharmaceuticals, Inc   

X 
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(c) Financial Statements and Schedules — See Item 15(a)(1) and 15(a)(2) above.  

C-47 

       

         Incorporated by Reference 
Exhibit       Filed       Exhibit         

No   Exhibit Title   Herewith   Form   No.   File No.   Filing Date
  

  23 .1 

  

Consent of Independent Registered Public 
Accounting Firm — McKennon, Wilson & 
Morgan, LLP   

X 

   

 

   

 

  

  

  

  

  23 .2 
  

Consent of Independent Registered Public 
Accounting Firm — Ernst & Young, LLP   

X 
   

 
   

 
  

  
  

  

  24 .1 
  

Power of Attorney (included in the signature page 
hereto)   

X 
   

 
   

 
  

  
  

  

  31 .1 

  

Certification of Chief Executive Officer pursuant 
to Exchange Act Rules 13a-14(a) and 15d-14(a), as 
adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002     

X 

      

 

      

 

    

  

  

  

  31 .2 

  

Certification of Chief Financial Officer pursuant to 
Exchange Act Rules 13a-14(a) and 15d-14(a), as 
adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002   

X 

   

 

   

 

  

  

  

  

  32   

  

Certification of Chief Executive Officer pursuant 
to 18 U.S.C. Section 1350, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002     

X 
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SIGNATURES  
  

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the 
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.  

  

IMARX THERAPEUTICS, INC.  

  

Bradford A. Zakes  
President and Chief Executive Officer  

  

Date March 6, 2009  
  

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes 
and appoints Bradford A. Zakes with full power of substitution and resubstitution and full power to act as his or her 
true and lawful attorney-in-fact and agent to act in his or her name, place and stead and to execute in the name and on 
behalf of each person, individually and in each capacity stated below, and to file, any and all documents in 
connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agent 
full power and authority to do and perform each and every act and thing, ratifying and confirming all that said 
attorneys-in-fact and agent his or her substitute or substitutes, may lawfully do or cause to be done by virtue thereof.  
  

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the registrant and in the capacities indicated and on the dates indicated.  
  

 
C-48 

 By:  /s/  Bradford A. Zakes

      

Signature   Title   Date
  

          
 

Bradford A. Zakes 

/s/  Bradford A. Zakes

  

President, Chief Executive Officer and 
Director (principal executive officer and 

principal financial officer)   

March 6, 2009 

          
 

Richard Love 

/s/  Richard Love

  

Director 

  

March 6, 2009 

          
 

Richard Otto 

/s/  Richard Otto

  

Director 

  

March 6, 2009 

          
 

Thomas W. Pew 

/s/  Thomas W. Pew

  

Director 

  

March 6, 2009 

          
 

Philip Ranker 

/s/  Philip Ranker

  

Director 

  

March 6, 2009 

          
 

James M. Strickland 

/s/  James M. Strickland

  

Director 

  

March 6, 2009 
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IMARX THERAPEUTICS, INC. 
(A Development Stage Company)  

  

INDEX TO FINANCIAL STATEMENTS  

  

 
C-49 

    

    Page 
  

Index to Financial Statements      C-49  
Report of Independent Registered Public Accounting Firm     C-50  
Report of Independent Registered Public Accounting Firm     C-51  
Balance Sheets as of December 31, 2007 and 2008      C-52  
Statements of Operations for the years ended December 31 2007 and 2008 and for the period from inception 

(September 23, 2008) through December 31, 2008     C-53  
Statements of Stockholders’ Equity (Deficit) for the years ended December 31, 2007 and 2008      C-54  
Statements of Cash Flows for the years ended December 31, 2007 and 2008 and for the period from inception 

(September 23, 2008) through December 31, 2008     C-55  
Notes to Financial Statements      C-56  
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Report of Independent Registered Public Accounting Firm  

  

To the Board of Directors and Stockholders  
ImaRx Therapeutics, Inc.  
  

We have audited the accompanying balance sheet of ImaRx Therapeutics, Inc., a development-stage company, 
as of December 31, 2008, the related statements of operations, stockholders’ equity, and cash flows for the year then 
ended, and the period from inception (September 23, 2008) through December 31, 2008. 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 audit.  
  

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(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. We were not engaged to perform an audit of the 
Company’s internal control over financial reporting. Our audit included consideration of internal control over 
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. 
Accordingly, we express no such opinion. Our audit also includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the accounting principles used and significant 
estimates made by management and evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion.  
  

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of ImaRx Therapeutics, Inc. at December 31, 2008, the results of their operations and their cash flows for 
the year then ended and for the period from inception (September 23, 2008) through December 31, 2008, in 
conformity with accounting principles generally accepted in the United States.  
  

As discussed in Note 1 to the financial statements, effective September 23, 2008, the Company re-entered the 
development stage, as a result of the sale of all rights to the product “urokinase” to Microbix Biosystems, Inc. and 
decision to exploit technologies associated with on the development of therapies for stroke and other vascular 
disorders, using our proprietary microsphere technology together with ultrasound. Management determined that the 
rights sold did not constitute a reportable segment during the periods the Company owned the technology rights. 
Accordingly, management has not reported the revenues and costs of these technologies as discontinued operations.  
  

The accompanying financial statements have been prepared assuming that the Company will continue as a going 
concern. As more fully described in Note 1, the Company has recurring losses, which has resulted in an accumulated 
deficit of $91.3 million at December 31, 2008. Management plans in regards to these matters are also described in 
Note 1. The financial statements do not include any adjustments for the recoverability and classification of assets, or 
the amounts and classification of liabilities that may result from the outcome of this uncertainty.  

  

/s/ McKennon, Wilson & Morgan LLP  

  

Irvine, California  
March 6, 2009  
  

See accompanying notes.  
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Report of Independent Registered Public Accounting Firm  

  

Board of Directors and Stockholders  
ImaRx Therapeutics, Inc.  
  

We have audited the accompanying balance sheets of ImaRx Therapeutics, Inc. as of December 31, 2007, and 
the related statements of operations, redeemable convertible preferred stock and stockholders’ equity (deficit), and 
cash flows for the period ended December 31, 2007. 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 conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(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. We were not engaged to perform an audit of the 
Company’s internal control over financial reporting. Our audits included consideration of internal control over 
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. 
Accordingly, we express no such opinion. Our audit also includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the accounting principles used and significant 
estimates made by management and evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion.  
  

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of ImaRx Therapeutics, Inc. at December 31, 2007, and the results of its operations and its cash flows for the 
period ended December 31, 2007, in conformity with U.S. generally accepted accounting principles.  
  

As discussed in Note 1 to the financial statements, effective January 1, 2006, the Company adopted the 
provisions of Statement of Financial Accounting Standards No. 123R (revised 2004), Share-Based Payments.  
  

The accompanying financial statements have been prepared assuming that ImaRx Therapeutics, Inc. will 
continue as a going concern. As more fully described in Note 1, the Company has recurring losses, which has 
resulted in an accumulated deficit of $81.2 million at December 31, 2007. In addition, the Company has a note 
payable principal balance of $11.6 million due on March 31, 2008. This condition, among others, raises substantial 
doubt about the Company’s ability to continue as a going concern. Management plans in regards to these matters are 
also described in Note 1. The financial statements do not include any adjustments to reflect possible future effects on 
the recoverability and classification of assets or the amounts and classification of liabilities that may result from the 
outcome of this uncertainty.  

  

/s/ Ernst & Young LLP  

  

Phoenix, Arizona  
March 25, 2008  
  

See accompanying notes.  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company)  

  

Balance Sheets  
  

  

See accompanying notes.  
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    December 31,  
    2007     2008  

    
(In thousands, except 

share data)  
  

ASSETS
Current assets:                

Cash and cash equivalents    $ 12,861     $ 757  
Restricted cash      388       —  
Accounts receivable      349       —  
Inventory      11,138       —  
Inventory subject to return      2,560       12  
Assets held for sale      —      108  
Prepaid expenses and other      589       144  

                  

Total current assets      27,885       1,021  
Long-term assets:                

Property and equipment, net      1,170       51  
Intangible assets, net      1,633       —  
Other      19       —  

                 

Total assets    $ 30,707     $ 1,072  
                  

  
LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:                
Accounts payable    $ 1,277     $ 117  
Accrued expenses      837       82  
Accrued chargebacks and administrative fees      1,317       —  
Deferred revenue      5,373       226  
Notes payable and accrued interest      11,698       —  
Other      —      154  

                  

Total current liabilities      20,502       579  
Commitments and contingencies (Notes 1, 5, 8, and 14)               
Stockholders’ equity:                
Common stock, $.0001 par 100,000,000 shares authorized, 10,046,683 issued and outstanding 

at December 31, 2007 and 10,165,733 issued and outstanding at December 31, 2008     1       1  
Additional paid-in capital      91,386       91,808  
Accumulated deficit      (81,182 )     (91,316 ) 

                  

Total stockholders’ equity      10,205       493  
                  

Total liabilities and stockholders’ equity    $ 30,707     $ 1,072  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company)  

  

Statements of Operations  
  

  

See accompanying notes.  
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               September 23, 2008  
    Years Ended December 31,     (Inception) through  
    2007    2008     December 31, 2008  
    (In thousands, except share data)  

  

Revenues:                  
Product sales, net   $ 7,841   $ 6,511     $ 960  
Research and development    519    223       —  

                          

Total operating revenue    8,360    6,734       960  
Costs and expenses:                  

Cost of product sales    3,518    3,051       575  
Research and development      7,424      3,040       87  
General and administrative    6,087    6,434       618  
Asset impairment    —    9,978       —  

                          

Total cost and expenses    17,029    22,503       1,280  
                          

Operating loss    (8,669 )   (15,769 )     (320 ) 
Other income (expense):                  

Interest and other income    548    49       15  
Interest expense    (862 )   (203 )     —  
Gain on settlement of accounts payable    —    187       187  
Gain on extinguishment of debt   219    5,602       —  

                  

Net loss    (8,764 )   (10,134 )     (118 ) 
Deemed dividend from beneficial conversion feature for Series F 

redeemable convertible preferred stock    (13,842 )   —      —  
Accretion of dividends on preferred stock    (867 )   —      —  
Reversal of accretion of dividends on preferred stock not paid   4,919    —      —  
                          

Net loss attributed to common stockholders   $ (18,554 )  $ (10,134 )   $ (118 ) 
                          

Net loss attributed to common stockholders per share — Basic and 
diluted   $ (3.16 )  $ (1.00 )       

                  

Weighted-average shares outstanding — Basic and diluted      5,868,131      10,116,808         
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Statements of Redeemable Convertible Preferred Stock and Stockholders’ Equity (Deficit)  
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                                                 Series E                         
   Redeemable Convertible Preferred Stock   Redeemable                     Total   
   Series A   Series B   Series C     Series D   Series F   Convertible           Additional         Stockholders’   
       Carrying         Carrying         Carrying         Carrying       Carrying   Preferred Shares   Common Stock   Paid-in   Accumulated     Equity   
   Shares   Value   Shares     Value   Shares     Value     Shares   Value   Shares   Value   Shares   Amount   Shares   Amount   Capital   Deficit     (Deficit)   
   (In thousands, except share data)   

  

Balance at January 1, 2007    2,291,144    9,329    593,226       9,492    285,714       1,945       438,232    1,562    2,835,000    13,535    1,000,000    4,000    2,606,739    —    28,620     (62,628 )     (30,008 ) 
Deemed dividend from beneficial conversion feature for 

Series F redeemable Convertible preferred stock    —    —    —      —    —      —      —    —    —    —    —    —    —    —    13,842     (13,842 )     —  
Accretion of undeclared dividends on Series A, D and F 

Redeemable Convertible Preferred Stock    —     252    —      —    —      —      —     48    —     567    —     —    —     —     —     (867 )     (867 ) 
Net proceeds from initial public offering    —    —    —      —    —      —      —    —    —    —    —    —    3,000,000    —    11,233     —      11,233   
Conversion of redeemable convertible preferred stock to 

common stock    (2,291,144 )   (9,581 )   (593,226 )     (9,492 )   (285,714 )     (1,945 )     (438,232 )   (1,610 )   (2,835,000 )   (14,102 )   (1,000,000 )   (4,000 )   4,401,129    1    35,811     —      31,812   
Issuance of warrants    —     —    —      —    —      —      —     —    —     —    —     —    —     —     1,179     —      1,179   
Issuance of restricted stock    —    —    —      —    —      —      —    —    —    —    —    —    38,500    —    193     —      193   
Exercise of stock options    —    —    —      —    —      —      —    —    —    —    —    —    315    —    1     —      1   
Reversal of accretion of dividends on Series A, D and F 

preferred stock not paid    —    —    —      —    —      —      —    —    —    —    —    —    —    —    —     4,919       4,919   
Stock — based compensation    —    —    —      —    —      —      —    —    —    —    —    —    —    —    507     —      507   
Net loss    —     —    —      —    —      —      —     —    —     —    —     —    —     —     —     (8,764 )     (8,764 ) 
                                                                                                                                          

Balance at December 31, 2007    —   $ —    —    $ —    —    $ —      —   $ —    —   $ —    —   $ —    10,046,683   $ 1   $ 91,386   $ (81,182 )   $ 10,205   
                                                                                                                                          

Issuance of restricted stock    —    —    —      —    —      —      —    —    —    —    —    —    119,050    —    75     —      75   
Stock — based compensation    —     —    —      —    —      —      —     —    —     —    —     —    —     —     347     —      347   
Net loss    —    —    —      —    —      —      —    —    —    —    —    —    —    —    —     (10,134 )     (10,134 ) 
                                                                                                                                          

Balance at December 31, 2008    —   $ —    —    $ —    —    $ —      —   $ —    —   $ —    —   $ —    10,165,733   $ 1   $ 91,808   $ (91,316 )   $ 493   
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ImaRx Therapeutics, Inc. 
(A Development Stage Company)  

  

Statements of Cash Flows  
  

  

See accompanying notes.  
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               September 23,  

    
Years Ended 
December 31,     2008 (Inception)  

    2007    2008     December 31, 2008  
    (In thousands)  

  

Operating activities                      
Net loss   $ (8,764 )  $ (10,134 )   $ (118 ) 
Adjustments to reconcile net loss to net cash (used in) provided by 

operating activities:                  
Depreciation and amortization   1,174    563       18  
Stock-based compensation    700    422       156  
Gain on extinguishments of debt   (219 )   (5,602 )     —  
Asset impairment    —    9,978       —  
Loss on disposal of property and equipment      19      118       1  
Changes in operating assets and liabilities:                  

Inventory    4,922    937       —  
Inventory subject to return    (2,115 )   2,548       574  
Accounts receivable    227    349       —  
Prepaid expenses and other   (49 )   445       64  
Other assets    (19 )   19       —  
Accounts payable      (136 )     (1,160 )     (1,256 ) 
Accrued expenses and other liabilities    1,781    (5,147 )     (153 ) 
Deferred revenue    4,417    (1,715 )     (968 ) 

                          

Net cash provided by (used in) operating activities    1,938    (8,379 )     (1,682 ) 
Investing activities                  
Purchase of property and equipment, net    (577 )   (11 )     —  
Proceeds from sale of property and equipment    —    197       —  
Proceeds from sale of urokinase asset    —    2,000       —  
                  

Net cash used in investing activities   (577 )   2,186       —  
Financing activities                      
Change in restricted cash    (388 )   388       —  
Payment on note payable    (4,780 )   (6,299 )     —  
Proceeds from sale of common stock    12,412    —      —  
                          

Net cash provided by financing activities    7,244    (5,911 )     —  
                          

Net increase (decrease) in cash and cash equivalents   8,605    (12,104 )     (1,682 ) 
Cash and cash equivalents at the beginning of the year   4,256    12,861       2,439  
                          

Cash and cash equivalents at the end of the year   $ 12,861   $ 757     $ 757  
                          

Supplemental schedule of cash flow information                  
Cash paid for interest   $ 1,351   $ 329     $ —  
                  

Supplemental Schedule of Noncash Investing and Financing 
Activities:                  

Accretion of undeclared dividends on Series A/D/F redeemable 
convertible preferred stock   $ 867   $ —    $ —  

Reversal of accretion of undeclared dividends on Series A/D/F 
redeemable convertible preferred stock not paid    4,919    —      —  

Deemed dividend from beneficial conversion feature for Series F 
redeemable convertible preferred stock      13,842      —      —  

Conversion of convertible preferred stock to common stock upon initial 
public offering    35,811    —      —  

Fair value of stock warrants issued in connection with Company’s initial 
public offering    1,179    —      —  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements  

  

  

The Company  
  

We are a development stage biopharmaceutical company whose research and development efforts have focused 
on the development of therapies for stroke and other vascular disorders, using our proprietary microsphere 
technology together with ultrasound. Our lead program, SonoLysis, involves the administration of our proprietary 
MRX-801 microspheres and ultrasound to break up blood clots and restore blood flow to oxygen deprived tissues. 
We were previously engaged in the commercialization of one drug approved by the Food and Drug Administration or 
FDA, urokinase, but sold all rights to that product to Microbix Biosystems, Inc., or Microbix, on September 23, 
2008.  
  

On June 11, 2008, in response to new risks and challenges facing the Company, we announced a restructuring 
that included a significant workforce reduction in which all of our employees other than Bradford Zakes, our 
president and chief executive officer, and one additional employee were terminated. We paid a retention bonus to 
each of the remaining employees and entered into agreements with each of them to reimburse us a portion of the 
retention bonus should they voluntarily leave the employ of the Company prior to certain agreed upon dates.  
  

We are seeking strategic alternatives that would enable the continued development of our SonoLysis program 
and are preserving our cash resources in order to provide sufficient time to accomplish this objective. Historically, 
one of our primary sources of cash has been the sale of our urokinase product. Due to the sale of the urokinase asset 
to Microbix, we do not currently have any significant source of cash.  

  

Basis of Presentation  
  

On September 23, 2008, Microbix purchased our remaining urokinase inventory and related assets and assumed 
full responsibility for all ongoing commercial and regulatory activities associated with the product for an upfront 
payment of $2.0 million and the assumption of up to $0.5 million in chargeback and other liabilities for commercial 
product currently in the distribution channel. If the assumed chargeback and other liabilities paid by Microbix are 
less than the $0.5 million assumed, Microbix will issue payment to us for the difference. Microbix also agreed to pay 
us an additional $2.5 million upon the release of certain inventory of urokinase currently under review by the FDA. 
In light of this transaction we will receive no cash from future sales of urokinase. As a result, we may not have 
sufficient capital resources to support operations and continue as a going concern.  
  

On September 23, 2008, upon the sale of the urokinase asset to Microbix, we returned to the development stage. 
We no longer have any commercialized products or licensed technologies that will provide significant revenue in the 
immediate future. The sale of urokinase assets did not result in discontinued operations reporting as this was not 
considered a reportable segment. We purchased this inventory as it was complimentary to our SonoLysis program 
efforts and assisted us in obtaining contacts that would be beneficial to our developmental products. At the time we 
purchased the urokinase inventory from Abbott Laboratories there were no FDA approved manufacturing facilities 
that could manufacture additional supplies of urokinase for commercialization. We purchase urokinase with the 
intention of selling the purchased inventory for cash. Due to the amount of time and resources that it would require to 
build new manufacturing facilities and obtain FDA approval of the facility, it was not our intention to reproduce 
additional commercial supplies of inventory once the existing supplies had been sold. Since discontinued operations 
reporting was not appropriate, the urokinase assets were written off and we will continue to record revenue until the 
product at our wholesale distributors is completely sold through to a third party.  
  

Our ability to continue as a going concern depends on our ability to enter into a strategic transaction for our 
SonoLysis program that results in significant cash proceeds to the Company and whether Microbix is  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

successful in securing the release of the urokinase inventory by the FDA thereby triggering the $2.5 million payment. 
We have had recurring losses, which have resulted in an accumulated deficit of $91.3 million at December 31, 2008. 
These conditions, among others, raise substantial doubt about our ability to continue as a going concern. The 
financial statements include adjustments to reduce the value of certain assets to fair value, but do not include any 
other adjustments relating to the recoverability and classification of recorded assets, or the amounts and classification 
of liabilities that might be necessary in the event we cannot acquire additional financing or execute the strategic 
alternatives being considered.  

  

Estimates and Assumptions  
  

Preparing financial statements in accordance with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue, and 
expenses. Examples include estimates of stock-based compensation forfeiture rates; assumptions such as the potential
outcome of future tax consequences of events that have been recognized in our financial statements or tax returns; 
and, estimating the fair value and/or goodwill impairment for our reporting units. Actual results and outcomes may 
differ from management’s estimates and assumptions.  

  

Cash Equivalents and Restricted Cash  
  

We consider all highly liquid investments with a maturity of three months or less when purchased to be cash 
equivalents. Cash equivalents are recorded at cost, which approximates fair value. Our cash equivalents have been 
comprised mainly of marketable bank obligations, commercial paper, and corporate notes and bonds.  
  

The restricted cash represented the amount of cash held in the escrow account for the repayment of the note 
payable with Abbott Laboratories.  

  

Fair Value of Financial Instruments  
  

The carrying amounts of financial instruments, including cash and cash equivalents, accounts payable, accrued 
expenses and notes payable, approximate fair value based on the liquidity or on the short-term maturities of these 
financial instruments.  

  

Accounts Receivable  
  

Accounts receivable consisted of amounts due from wholesale distributors for the purchase of urokinase product 
and are recorded net of allowances for sales discounts and prompt payment discounts. To date we have not recorded 
a bad debt allowance because the majority of our product revenue comes from sales to a limited number of 
established wholesale distributors. The need for bad debt allowance is evaluated each reporting period based on our 
assessment of the creditworthiness of our customers.  

  

Inventory and Inventory Subject to Return  
  

Inventory was comprised of finished goods and was stated at the lower of cost or market value. Inventory 
subject to return is comprised of finished goods, stated at the lower of cost or market value, and represents the 
amount of inventory that has been sold to wholesale distributors. When product is sold by the wholesale distributor to 
a hospital or other health care provider, a reduction in this account occurs and cost of sales is recorded.  
  

Abbokinase® (urokinase), rebranded under the name Kinlytic®, was our only commercially available FDA 
approved product. Abbokinase is a thrombolytic or clot-dissolving agent approved for the treatment of acute massive 
pulmonary embolism, or blood clots in the lungs.  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

On September 23, 2008, we divested the urokinase assets and sold all of the remaining urokinase inventory to 
Microbix. As such, the inventory value at December 31, 2008 is zero.  
  

Costs related to shipping and handling were charged to general and administrative expense as incurred.  

  

Property and Equipment  
  

All property and equipment are recorded at cost and depreciated over their estimated useful lives, ranging from 
three to seven years, using the straight-line method. Leasehold improvements are amortized using the straight-line 
method over the lesser of the lease term or the estimated useful life.  

  

Intangible Assets and Other Long-Lived Assets  
  

Intangible assets included customer relationships, trade name, contracts and technology and were accounted for 
based on SFAS No. 142, Goodwill and Other Intangible Assets. Intangible assets with finite useful lives were 
amortized over the estimated useful lives from the date of acquisition, ranging from one to four years, using the 
straight-line method. The Abbokinase trade name had an estimated life of one year.  
  

We account for long-lived assets in accordance with the provisions of SFAS No. 144 (SFAS 144), Accounting 
for the Impairment or Disposal of Long-Lived Assets. SFAS 144 addresses financial accounting and reporting for the 
impairment or disposal of long-lived assets. This Statement requires that long-lived assets be reviewed for 
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be 
recoverable. Recoverability is measured by comparing the carrying amount of an asset to the expected future net cash 
flows generated by the asset. If it is determined that the asset may not be recoverable and if the carrying amount of an 
asset exceeds its estimated fair value, an impairment charge is recognized to the extent of the difference. SFAS 144 
requires companies to separately report discontinued operations, including components of an entity that either have 
been disposed of (by sale, abandonment or in a distribution to owners) or classified as held for sale. Assets to be 
disposed of are reported at the lower of the carrying amount or fair value less costs to sell.  
  

At June 30, 2008, we evaluated our intangible assets for impairment due to the receipt of the Approvable Letter 
from the FDA and determined that all of the intangible assets were impaired. As such, these intangibles were written 
off by recording a $1.3 million impairment. We also initiated a plan to sell a portion of our laboratory equipment, 
which we valued at fair value and recorded a $0.5 million impairment. The assets were classified as held for sale. We 
completed the sale of $152,000 of assets held for sale for cash of $115,000 and the termination of a lease agreement, 
which resulted in a reduction of future lease payments of $16,000. We recorded an additional loss on the sale of 
equipment in this transaction in the amount of $21,000.  

  

Revenue Recognition  
  

Revenue from product sales is recognized pursuant to SEC Staff Bulletin No. 104 (SAB 104), Revenue 
Recognition in Financial Statements. Accordingly, revenue is recognized when all four of the following criteria are 
met: (i) persuasive evidence that an arrangement exists; (ii) delivery of the products has occurred; (iii) the selling 
price is both fixed and determinable; and (iv) collectability is reasonably assured. We apply SFAS No. 48, Revenue 
Recognition When the Right of Return Exists, which amongst other criteria, requires that future returns be reasonably 
estimated in order to recognize revenue. The amount of future returns is uncertain due to the insufficiency of returns 
history data. Due to the uncertainty of returns from our wholesale distributors, we are accounting for product 
shipments to wholesale distributors using a deferred revenue recognition model. Under this model, we do not 
recognize revenue upon product shipment to wholesale distributors; therefore, recognition of revenue is deferred 
until the product is sold by the wholesale distributor to the end user. Our returns policy allows end users to return 
product within 12 months after expiration, but  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

current practice by wholesalers and end users is generally a “just in time” purchasing methodology, meaning that the 
product is purchased by the end user on an as-needed basis, typically on a daily or weekly basis. Although the 
product was previously marketed by Abbott Laboratories, we were unable to obtain historical returns data for the 
product from Abbott Laboratories at the time of our acquisition of Abbokinase. Based on input from our wholesale 
distributors, current purchasing practices and the estimated amount of product in the channel, we anticipate 
immaterial product returns from end users.  
  

Our customers consisted primarily of large established pharmaceutical wholesale distributors who sell directly to 
hospitals and other healthcare providers. Provisions for product returns and exchanges, sales discounts, chargebacks, 
managed care and Medicaid rebates and other adjustments are established as a reduction of product sales revenues at 
the time such revenues are recognized. These deductions from gross revenue are established by management as its 
best estimate at the time of sale adjusted to reflect known changes in the factors that impact such reserves.  
  

AmerisourceBergen accounted for 19%, Cardinal accounted for 38% and McKesson Corporation accounted for 
38% of our total 2008 product revenues. AmerisourceBergen and Cardinal each accounted for 34% of our 2007 
revenues and McKesson Corporation accounted for 25% of our 2007 revenues.  

  

Stock-Based Compensation  
  

We maintain performance incentive plans under which incentive and non-qualified stock options are granted 
primarily to employees and non-employee directors. Prior to January 1, 2006, we accounted for stock-based 
compensation in accordance with Accounting Principles Board Opinion No. 25 (APB No. 25), Accounting for Stock 
Issued to Employees, SFAS No. 123, Accounting for Stock Based Compensation, and related interpretations. Our 
policy is to grant all stock options at the fair market value of the underlying stock at the date of grant.  
  

Effective January 1, 2006, we adopted SFAS 123(R), requiring measurement of the cost of employee services 
received in exchange for all equity awards granted, based on the fair market value of the award as of the grant date. 
We currently use the Black-Scholes option pricing model to estimate the fair value of our share-based payments. The 
determination of the fair value of share-based payment awards utilizing the Black-Scholes model is affected by our 
stock price and a number of assumptions, including expected volatility, expected life, risk-free interest rate and 
expected dividends. The Company uses guideline companies and, to a limited extent, experiences of the Company 
since becoming publicly traded, to determine volatility. The expected life of the stock options is based on historical 
data and future expectations. The risk-free interest rate assumption is based on observed interest rates appropriate for 
the expected term of our stock options. The dividend yield assumption is based on our history and expectation of 
dividend payouts. Stock-based compensation expense recognized in our financial statements in 2006 and thereafter is 
based on awards that are ultimately expected to vest. The amount of stock-based compensation expense in 2006 and 
thereafter will be reduced for estimated forfeitures. Forfeitures are required to be estimated at the time of the grant 
and revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates. We will evaluate the 
assumptions used to value stock awards on a quarterly basis. If factors change and we employ different assumptions, 
stock-based compensation expense may differ significantly from what has previously been recorded. To the extent 
that we grant additional equity securities to employees, the stock-based compensation expense will be increased by 
the additional compensation resulting from those additional grants. We adopted SFAS 123(R) using the prospective 
application method of adoption which requires recording compensation cost related to awards granted on or after 
January 1, 2006 based on the fair value related to stock options at the grant dates.  
  

The weighted-average expected option term for the years ending December 31, 2007 and 2008 reflects the 
application of the simplified method set out in SEC Staff Accounting Bulletin No. 107 (SAB 107). The  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

simplified method defines the life as the average of the contractual term of the options and the weighted-average 
vesting period for all option tranches.  

  

Research and Development Expenses  
  

We classify our research and development expenses into four categories of activity, namely: research, 
development, clinical and regulatory. Our research and development efforts were focused primarily on product 
candidates from our SonoLysis program. As part of our restructuring effort announced in June 2008, we have ceased 
substantially all research related activities.  

  

Income Taxes  
  

We account for income taxes under the liability method pursuant to SFAS No. 109, Accounting for Income 
Taxes. Under the liability method, deferred tax assets and liabilities are determined based on the differences between 
the financial reporting and tax bases of assets and liabilities using the enacted tax rates and laws that will be in effect 
when the differences are expected to reverse. A valuation allowance is provided when we determine that it is more 
likely than not that some portion or all of a deferred tax asset will not be realized.  
  

We adopted the Financial Accounting Standards Board’s Interpretation No. 48, Accounting for Uncertainty in 
Income Taxes, an interpretation of FASB Statement No. 109 (FIN 48), effective January 1, 2007. FIN 48 contains a 
two-step approach to recognizing and measuring uncertain tax positions accounted for in accordance with 
SFAS No. 109, Accounting for Income Taxes. The first step is to evaluate the tax position for recognition by 
determining if the weight of available evidence indicates that it is more likely than not that the position will be 
sustained on audit, including resolution of related appeals or litigation process, if any. The second step is to measure 
the tax benefit as the largest amount that is more than 50% likely of being realized upon ultimate settlement.  

  

Net Loss Attributable to Common Stockholders per Share  
  

Basic and diluted net loss attributable to common stockholders per share is calculated by dividing the net loss 
applicable to common stockholders by the weighted-average number of common shares outstanding during the 
period. Diluted net loss per common share is the same as basic net loss per common share for all periods presented. 
The effects of potentially dilutive securities are antidilutive in the loss periods.  
  

The following potential common shares have been excluded from the computation of diluted net loss per share 
since their effect would be antidilutive in each of the loss periods presented. The shares have been revised to account 
for the one-for-three reverse stock split that occurred in May 2007. Herein all shares presented in this annual report 
on Form 10-K have been adjusted to reflect these stock splits.  
  

  

Concentration of Credit Risk  
  

We maintain cash balances at financial institutions and such cash balances commonly exceed the $250,000 
insured amount by the Federal Deposit Insurance Corporation. We have not experienced any losses in such accounts 
and management believes that we are not exposed to any significant credit risk with respect to such cash and cash 
equivalents.  
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    Years Ended December 31,  
    2007     2008  

  

Stock options    1,534,269       732,079  
Warrants    1,023,913       1,023,913  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

Recently Issued Accounting Pronouncements  
  

In May 2008, the FASB issued SFAS No. 162 (SFAS 162), The Hierarchy of Generally Accepted Accounting 
Principles. SFAS 162 sets forth the level of authority to a given accounting pronouncement or document by category. 
Where there might be conflicting guidance between two categories, the more authoritative category will prevail. 
SFAS 162 becomes effective 60 days after the SEC approves the PCAOB’s amendments to AU Section 411 of the 
AICPA Professional Standards. SFAS 162 will not have an impact on our financial statements.  
  

In December 2007, the FASB issued SFAS No. 141 (revised 2007) (SFAS 141R), Business Combinations and 
SFAS No. 160 (SFAS 160), Noncontrolling Interests in Consolidated Financial Statements, an amendment of 
Accounting Research Bulletin No. 51. SFAS 141R will change how business acquisitions are accounted for and will 
impact financial statements both on the acquisition date and in subsequent periods. SFAS 160 will change the 
accounting and reporting for minority interests, which will be recharacterized as noncontrolling interests and 
classified as a component of equity. SFAS 141R and SFAS 160 are effective beginning in the first fiscal period 
ending after December 15, 2008. Early adoption is not permitted. We do not believe the adoption of these new 
standards, SFAS 141R and SFAS 160, will have an impact on our financial statements.  

  

Impact of Recently Issued Accounting Standards  
  

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS 157). SFAS 157 
provides guidance for using fair value to measure assets and liabilities. It also responds to investors’ requests for 
expanded information about the extent to which a company measures assets and liabilities at fair value, the 
information used to measure fair value, and the effect of fair value measurements on earnings. SFAS 157 applies 
whenever other standards require (or permit) assets or liabilities to be measured at fair value, and does not expand the 
use of fair value in any new circumstances. SFAS 157 is effective for financial statements issued for fiscal years 
beginning after November 15, 2007, and was adopted by us in the first quarter of 2008. The adoption of SFAS 157 
did not have a material impact on our results of operations and financial condition.  
  

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial 
Liabilities-including an amendment of FASB Statement No. 115 (SFAS 159). SFAS 159 expands the use of fair value 
accounting but does not affect existing standards which require assets or liabilities to be carried at fair value. Under 
SFAS 159, a company may elect to use fair value to measure accounts and loans receivable, available-for-sale and 
held-to-maturity securities, equity method investments, accounts payable, guarantees and issued debt. Other eligible 
items include firm commitments for financial instruments that otherwise would not be recognized at inception and 
non-cash warranty obligations where a warrantor is permitted to pay a third party to provide the warranty goods or 
services. If the use of fair value is elected, any upfront costs and fees related to the item must be recognized in 
earnings and cannot be deferred, e.g., debt issue costs. The fair value election is irrevocable and generally made on 
an instrument-by-instrument basis, even if a company has similar instruments that it elects not to measure based on 
fair value. At the adoption date, unrealized gains and losses on existing items for which fair value has been elected 
are reported as a cumulative adjustment to beginning retained earnings. Subsequent to the adoption of SFAS 159, 
changes in fair value are recognized in earnings. SFAS 159 is effective for fiscal years beginning after November 15, 
2007, and was adopted by us in the first quarter of 2008. The adoption of SFAS 159 did not have any impact on our 
results of operations and financial condition as the fair value option was not elected for any of our financial assets or 
financial liabilities.  
  

In June 2007, the FASB ratified Emerging Issues Task Force (EITF) Issue No. 07-3 (EITF No. 07-3), 
Accounting for Non-Refundable Advance Payments for Goods or Services to Be Used in Future Research and 
Development Activities, which requires nonrefundable advance payments for goods and services that will be used or 
rendered for future research and development activities to be deferred and capitalized. These amounts will be 
recognized as expense in the period that the related goods are delivered or the related services are performed. EITF 
No. 07-3 is effective for fiscal years beginning after December 15, 2007. We adopted the  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

provisions of EITF No. 07-3 in the first quarter of 2008 and the adoption of EITF No. 07-3 did not have a material 
impact on our results of operations and financial condition.  

  

  

Property and Equipment  
  

Property and equipment consist of the following:  
  

  

For the years ended December 31, 2007 and 2008, we recorded depreciation expense of $0.3 million and 
$0.2 million, respectively.  

  

Intangible Assets  
  

Intangibles consisted of the following (in thousands):  
  

  

The intangible assets were written off in June 2008. See Note 1 for disclosure.  

  

Accrued Expenses  
  

Accrued expenses consist of the following:  
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2.   Balance Sheet Data 

         

    December 31,  
    2007     2008  
    (In thousands)  

  

Leasehold improvements    $ 652     $ —  
Laboratory equipment      2,212       —  
Computer and communications equipment      279       99  
Office furniture and equipment      157       —  
Construction in progress      43       —  
                  

      3,343       99  
Less accumulated depreciation      2,173       48  
                  

    $ 1,170     $ 51  
                  

             

    December 31, 2007  
    Weighted    Gross Carrying     Accumulated  
    Average Life    Amount     Amortization  

  

Customer lists    4 years   $ 2,700     $ (1,125 ) 
Trade name    1 year    500       (500 ) 
Cell technology      4 years      100       (42 ) 
                  

       $ 3,300     $ (1,667 ) 
                          

         

    December 31,  
    2007     2008  
    (In thousands)  

  

Accrued compensation    $ 528     $ 43  
Accrued contract services      181       —  
Other accrued expenses      128       39  
                  

    $ 837     $ 82  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

  

Our board of directors authorized a restructuring that was implemented on June 11, 2008, that included a 
workforce reduction in which the employment of all of our employees other than Bradford Zakes, our president and 
chief executive officer, and one additional employee were terminated. The costs associated with these actions for the 
year ended December 31, 2008 was $0.8 million, of which $0.5 million represented severance payments for the 
affected employees, all of which were paid prior to June 30, 2008. We also incurred a $0.5 million asset impairment 
for long-lived assets. See Note 4 for disclosure. All expenses incurred due to the restructuring, other than assets 
impaired, have been included in the statement of operations under general and administrative. Certain of the 
Company’s former key employees entered into consulting agreements with us in order to assist us in exploring 
strategic alternatives for our clinical-stage SonoLysis program and other assets.  
  

The following table presents the activity and balances of the restructuring (in thousands):  
  

  

  

In connection with the June 11, 2008 restructuring, we discontinued substantially all research and development 
activity. As such, we initiated a process to sell certain items of laboratory equipment that will not be required for a 
future strategic transaction associated with our SonoLysis program. We determined that the plan of sale criteria in 
SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, had been met. Accordingly, the 
carrying value of the laboratory equipment was adjusted to its fair value less costs to sell, amounting to $0.3 million, 
which was determined based on quoted market prices of similar assets.  
  

In the three months ended September 30, 2008, we completed the sale of $152,000 of assets held for sale for 
cash of $115,000 and the termination of a lease agreement, which resulted in a reduction of future lease payments of 
$16,000. We recorded an additional loss on the sale of equipment in this transaction in the amount of $21,000.  
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3.   Restructuring 

         

    Employee     Facility        
    Separations     Closing     Total  

  

Liability, July 1, 2008   $ 40     $ 242     $ 282  
Cash payments    (40 )     —      (40 ) 
Amortization    —      (72 )     (72 ) 
Adjustments to expense    —      (16 )     (16 ) 
                          

Liability, December 31, 2008   $ —    $ 154     $ 154  
                      

4.   Assets Held for Sale 
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

  

The provision for income taxes consists of the following (in thousands):  
  

  

A reconciliation of the U.S. federal statutory income tax rate to the effective rate follows.  
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5.   Income Taxes 

     

    Years Ended December 31,  
    2007     2008  

  

Current:              
Federal   $ —    $ —  
State    —      —  
                  

Total current provision    —      —  
Deferred:              
Federal      (3,246 )     (3,382 ) 
State    (328 )     (243 ) 
Valuation allowance    3,574       3,625  
                  

Total deferred provision    —      —  
                  

Total tax provision   $ —    $ —  
                  

         

    Years Ended December 31,  
    2007     2008  

  

Tax benefit at statutory rate   $ (2,979 )   $ (3,413 ) 
State taxes (net of federal benefit)   (328 )     (243 ) 
Net benefit from research and development credits    (547 )     (86 ) 
Stock compensation    96       23  
Other, net    184       94  
Valuation allowance    3,574       3,625  
              

Tax benefit at statutory rate   $ —    $ —  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. Our deferred tax 
assets and liabilities are attributed to the following temporary differences:  
  

  

At December 31, 2008, we had net operating loss carryforwards of $53.4 million for federal tax purposes that 
begin to expire in the year 2020. For state income tax purposes, we had net operating loss carryforwards at 
December 31, 2008 of $37.9 million that expire within five years of being incurred and will begin to expire for state 
purposes in 2009. Additionally, we have research and development credit carryforwards of $1.4 million for federal 
purposes and $0.8 million for state purposes that begin to expire in 2020 and 2015 for federal and state purposes, 
respectively. Finally, we generated a capital loss carryforward of $13.6 million in 2007, which will expire in 2012 for 
which no tax benefit was recorded.  
  

For financial reporting purposes, a valuation allowance of $21.1 million and $24.7 million has been established 
at December 31, 2007 and 2008, respectively, to offset deferred tax assets relative to the net operating loss 
carryforwards and other deferred tax assets. The gross deferred tax assets resulted from accumulated net operating 
loss carryforwards since inception. We will not recognize any tax benefit until we are in a tax paying position, and 
therefore, more likely to realize the tax benefit. Our valuation allowance changed by $3.6 million during both years 
ended December 31, 2007 and 2008.  
  

We adopted the Financial Accounting Standards Board’s Interpretation No. 48, Accounting for Uncertainty in 
Income Taxes, an interpretation of FASB Statement No. 109 (FIN 48), effective January 1, 2007. FIN 48 contains a 
two-step approach to recognizing and measuring uncertain tax positions accounted for in accordance with 
SFAS No. 109, Accounting for Income Taxes. The first step is to evaluate the tax position for recognition by 
determining if the weight of available evidence indicates that it is more likely than not that the position will be 
sustained on audit, including resolution of related appeals or litigation process, if any. The second step is to measure 
the tax benefit as the largest amount that is more than 50% likely of being realized upon ultimate settlement.  
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    December 31,  
    2007     2008  
    (In thousands)  

  

Current deferred tax assets:               
Reserves and accrued liabilities  $ 47     $ 13  
Other     5       3  

                  

     52       16  
Noncurrent deferred tax assets:               

Property and equipment     110       (8 ) 
Deferred revenue     2,004       84  
Intangibles     2,301       1,854  
Stock compensation      448       552  
Research and development credits     2,188       2,197  
Net operating loss carryforward    13,973       20,006  

                  

     21,024       24,685  
                  

Total deferred tax assets     21,076       24,701  
Valuation allowance     (21,076 )     (24,701 ) 
                  

Net deferred tax assets   $ —    $ —  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

We file U.S. Federal tax returns and U.S. State tax returns. We have identified our US Federal tax return as our 
“major” tax jurisdiction. For the U.S. Federal return, years 2005 through 2007 are subject to tax examination by the 
U.S. Internal Revenue Service. We do not currently have any ongoing tax examinations. However, we had an 
examination of our 2006 U.S. Federal tax return by the U.S. Internal Revenue Service during the fiscal year ended 
December 31, 2008. The examination resulted in no changes. We believe that our income tax filing positions and 
deductions will continue to be sustained on audit and do not anticipate any adjustments that will result in a material 
change to our financial position. Therefore, no reserves for uncertain income tax positions have been recorded 
pursuant to FIN 48. In addition, we did not record a cumulative effect adjustment related to the adoption of FIN 48. 
We do not anticipate that the total amount of unrecognized tax related to any particular tax benefit position will 
change significantly within the next 12 months.  
  

Our policy for recording interest and penalties associated with audits is to record such items as a component of 
income before taxes.  
  

Our net operating losses and tax credit carryforwards are subject to limitation under Internal Revenue Code 
Sections 382 and 383. Based on the most current analysis, it appears that a greater than 50% change in ownership 
occurred in July 2007 in conjunction with our public offering. This analysis indicates the annual limitation on the use 
of losses would be $1.5 million per year (pre-tax). However, we can avail ourselves of certain elections to increase 
the annual limitation by certain recognized built-in gains on assets that existed at the date of change. Furthermore, we 
continue to study whether we could alter the date on which the ownership change was deemed to occur by making 
one or more elections permitted under Section 382 which could reduce the net operating losses subject to limitation 
and eliminate the risk of expiration. We are continuing to study each of these issues. Until such time as it is 
conclusively determined that a portion of net operating loss or credit carryforward has been permanently impaired, 
we will continue to reflect these attributes in our deferred tax assets and maintain an offsetting valuation allowance. 
When the analysis is finalized, we plan to update our unrecognized tax benefits under FIN 48. Due to the existence of 
the valuation allowance, future changes in our unrecognized tax benefits will not impact our effective tax rate.  
  

At December 31, 2007 and 2008, our deferred tax assets do not include $0.3 million of excess tax benefits from 
employee stock option exercises that are a component of our net operating loss carryforward. Additional paid in 
capital will be increased by $0.3 million if and when such excess tax benefits are realized.  

  

  

During 2001, we entered into a joint venture agreement with a development partner to form ImaRx Oncology, 
Ltd. (IOL) for the development of certain patents and technology. Upon the formation of IOL, we acquired an 80.1% 
interest in IOL by purchase of 100% of IOL’s voting common shares for $5.0 million and 60.2% of IOL’s preferred 
shares for $3.0 million, representing a total of 80.1% of IOL’s outstanding shares. The development partner acquired 
the remaining 39.8% of IOL’s preferred shares for $2.0 million, representing a total of 19.9% of IOL’s outstanding 
shares.  
  

On October 2, 2002, we entered into a termination agreement (Termination Agreement) of the joint venture with 
the development partner whereby we acquired the remaining 19.9% interest in IOL in exchange for consideration 
equal to $0.1 million plus future contingent consideration in the form of a net royalty interest in the sale, licensing or 
other commercialization proceeds, as defined in the Termination Agreement, of all IOL operations. This acquisition 
cost was expensed to research and development in 2002 at the time we entered into the Termination Agreement. IOL 
received funding pursuant to a convertible promissory note (Development Note) with the development partner for 
funding of the development partner’s pro rata share of the development costs.  
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6.   Investment in ImaRx Oncology, Ltd. 
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

Under the Termination Agreement, the Development Note was amended and restated (Restated Development 
Note) to provide for funding by the development partner up to a maximum principal amount of $3.6 million. The 
Restated Development Note was extinguished in full in March 2005, which resulted in a gain on the debt 
extinguishment. We completed the dissolution of IOL on March 9, 2007.  

  

  

We leased an office facility from a partnership whose beneficial owners include a former member of the Board 
of Directors of the Company. Rent expense related to this lease, which was terminated on August 1, 2008, amounted 
to $0.1 million in 2007 and approximately $57,000 in 2008.  

  

  

Note Payable for Asset Acquisition  
  

In connection with an Asset Purchase Agreement dated April 25, 2006 with Abbott for the purchase of inventory 
and related intangibles, we issued a $15.0 million secured promissory note payable, which accrued simple interest at 
an annual rate of 6.0%. On October 25, 2007, we signed a Note Extension and Amendment Agreement with Abbott 
and the escrow agent. In this Agreement, Abbott agreed to extend the due date of the note to March 31, 2008, and we 
instructed the escrow agent to transfer the funds held in escrow of $4.8 million to Abbott in payment of accrued 
interest through the transaction date of $1.4 million and principal of $3.4 million.  
  

In April 2008, we entered into a satisfaction, waiver and release agreement with Abbott Laboratories under 
which we paid Abbott Laboratories $5.2 million in cash and upon payment of the funds, the debt obligation was 
deemed to be indefeasibly paid in full by us and the note was cancelled and returned to us. This transaction resulted 
in a gain on extinguishment of debt of $5.6 million in our statement of operations for the year ended December 31, 
2008.  

  

  

Reverse Stock Splits  
  

The Company’s Board of Directors and stockholders approved in May 2007 a reverse stock split. On May 4, 
2007, a one-for-three reverse stock split of the Company’s common stock became effective. All common share, per 
share and stock option data information in the accompanying financial statements and notes thereto has been 
retroactively restated for all periods to reflect the reverse stock splits.  

  

Initial Public Offering (IPO)  
  

On July 25, 2007, 3,000,000 shares of common stock were sold at an initial public offering price of $5.00 per 
share, resulting in aggregate net cash proceeds of $12.4 million. Upon the completion of the initial public offering in 
July 2007, all of the previously outstanding preferred shares converted into an aggregate of 4,401,129 shares of the 
common stock. All accrued and unpaid dividends relating to applicable preferred stock did not convert into shares of 
common stock upon the IPO and were reversed. These shares combined with 2,607,054 shares of common stock 
outstanding immediately before the initial public offering and the 3,000,000 shares sold in the initial public offering 
resulted in 10,008,183 shares of common stock outstanding upon completion of the initial public offering in July 
2007.  
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8.   Notes Payable 

9.   Equity Transactions 
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

Restricted Stock Awards  
  

On July 31, 2007, members of the Board of Directors were issued a total of 38,500 shares of restricted common 
stock at a grant date fair value of $5.00 per share for services previously rendered for the Board. These shares vest 
upon the member’s departure from the Board of Directors. We recognized compensation expense of $0.2 million in 
2007 which is included in the statement of operations under general and administrative expense.  
  

On May 30, 2008, non-employee directors were issued a total of 119,050 shares of restricted stock at a grant 
date fair value of $0.63 per share for services rendered on the Company’s board of directors. The expense was 
recorded in the statement of operations under general and administrative expense.  

  

Preferred Stock  
  

In connection with the effective closing of the IPO in July 2007, shares of Series A, B, C, D and E redeemable 
convertible preferred stock then outstanding were converted into an aggregate of 1,632,835 shares of our common 
stock.  
  

We entered into a Series F Preferred Stock (Series F) Purchase Agreement in April 2006. We issued a total of 
2,835,000 shares of Series F and received net proceeds of $13.0 million in 2006. The per share conversion rate of 
Series F was variable and was determined by dividing $5.00 by the lesser of (a) $25.00 (as adjusted for any stock 
dividends, combinations, splits, recapitalizations and the like with respect to such shares) or (b) 85% of the price per 
share paid in an initial public offering. The price per share of the initial public offering was $5.00, therefore, the 
holders of the Series F have converted to shares of common stock at a rate of 1.176 per share of Series F. The 
beneficial conversion as determined under the provisions of EITF Issue No. 00-27, Application of Issue No. 98-5 to 
Certain Convertible Instruments. Effectively on the completion of the IPO, a deemed dividend on the conversion of 
preferred stock of $13.8 million was recorded. The exchange of common shares of stock for shares of Series F 
preferred stock resulted in the issuance of 2,768,294 shares of common stock on July 25, 2007.  
  

Cumulative undeclared dividends of $4.9 million on Series A, D and F were reversed upon the IPO and no 
dividends were paid.  

  

Warrants to Purchase Common Stock  
  

In connection with the initial public offering, warrants to purchase 671,589 shares of common stock were issued 
on July 31, 2007. The warrants are exercisable up to five years on a cashless basis at $5.75 per share. The fair value 
of the warrants at the date of issuance of $1.2 million was recorded against additional paid in capital as a cost of the 
initial public offering.  
  

The following table summarizes the warrants that were outstanding as of December 31, 2008:  

  

Warrants Issued  
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         Weighted-Average        
    Warrants    Remaining Life     Warrants  
Exercise Price   Outstanding    in Years     Exercisable  
  

$5.75    671,589    8.58       671,589  
10.00 - 13.75    91,050    0.61       91,050  
15.00 - 16.50    150,664    0.55       150,664  
20.00 - 21.25    109,996    4.41       109,996  
35.00    614    2.18       614  
                  

    1,023,913    6.24       1,023,913  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

A summary of activity of warrants is as follows:  
  

  

  

We have two equity incentive plans; the 2000 Stock Plan (“2000 Plan”) and the 2007 Performance Incentive 
Plan (“2007 Plan”). The 2000 Stock Plan was terminated immediately following the closing of the initial public 
offering on July 31, 2007. No additional grants will be issued from the 2000 Stock Plan; however, there are grants 
currently outstanding under this plan. The 2007 Plan became effective July 25, 2007, the effective date of the 
Company’s initial public offering. There were a total of 850,000 shares available for grant under the 2007 Plan upon 
its effective date. Any shares forfeited under the 2000 Plan would be added to the shares available for grant under the 
2007 Plan. As of December 31, 2008, a cumulative total of 885,600 shares of common stock authorized for issuance. 
As of December 31, 2008, the total compensation cost related to non-vested options not yet recognized is 
$0.3 million, which will be charged to expense over the next 2 years.  
  

Effective January 1, 2006, we adopted the fair value recognition provisions of SFAS No. 123R, Share Based 
Payment, using the prospective-transition method. Under this method, compensation cost during the year includes all 
share-based payments granted subsequent to December 31, 2005, based on the grant date fair value estimated using 
the Black-Scholes option-pricing model. We continue to account for the unvested portion of options that were 
granted prior to December 31, 2005 using the provisions of APB No. 25. Before adoption of SFAS 123R, pro forma 
disclosures reflected the fair value of each option grant estimated on the date of grant using the Black-Scholes 
option-pricing model.  
  

The following assumptions were used to determine pro-forma and actual stock-based compensation expense:  
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          Weighted-Average  
    Warrants     Exercise Price  

  

Balance at January 1, 2007    352,324       15.79  
Granted    671,589       5.75  
Exercised     —      —  
Canceled    —      —  
                  

Balance at December 31, 2007    1,023,913     $ 9.21  
Granted    —      —  
Exercised    —      —  
Canceled    —      —  
                  

Balance at December 31, 2008    1,023,913     $ 9.21  
                  

10.   Stock Options 

     

    Years Ended December 31, 
    2007   2008 

  

Expected dividend yield   0.00%   0.00% 
Expected stock price volatility   75.0 - 82.17%   84.42 - 85.01% 
Risk free interest rate    3.78 - 4.93%   3.46 - 3.67% 
Expected life of option   7 years   7 years 
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

The following table shows the amounts recognized in the financial statements for share-based compensation (in 
thousands):  
  

  

A summary of activity under our stock option plans is as follows:  
  

  

There was no aggregate intrinsic value on the options outstanding at December 31, 2008 since the exercise price 
of all outstanding options was greater than the closing stock price on December 31, 2008.  
  

The following table summarizes information relating to currently outstanding and vested options at 
December 31, 2008:  
  

  

The difference between the number of options vested and the number of options exercisable relates to the 
options outstanding under the 2000 Plan that have an early exercise provision.  
  

On May 31, 2008, in connection with a termination of employment, stock options granted to an executive officer 
were modified to accelerate the vesting for certain non-vested options by 12 months from the date of termination and 
the option exercise period was extended for 12 months. Options to purchase 118,000 shares of common stock were 
subject to this acceleration, which resulted in 29,500 shares vesting and a reduction in  
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    Years Ended December 31,  
    2007     2008  

  

Research and development    $ 341     $ 157  
General and administrative    359       265  
                  

Total cost of share-based compensation in net loss  $ 700     $ 422  
                  

Impact on net loss per share — basic and diluted   $ (0.12 )   $ (0.04 ) 

             

         Exercise Price     Weighted-Average  
    Options    per Share     Exercise Price  

  

Balance at January 1, 2007    630,351    2.50-30.00       18.15  
Granted    1,094,607    2.10-5.00       2.86  
Exercised    (315 )   2.50       2.50  
Canceled    (190,374 )   2.50-27.50       13.71  
                          

Balance at December 31, 2007    1,534,269   $ 2.50-30.00     $ 6.81  
Granted    21,665    0.63-1.54       0.84  
Exercised    —    —      —  
Canceled     (823,855 )     1.54-30.00       6.53  
                  

Balance at December 31, 2008    732,079   $ 0.63-27.50     $ 6.93  
                          

                     

    Options Outstanding    Options Exercisable  
          Weighted-Average                  
    Options     Remaining Life    Options    Options     Weighted-Average  
Range of Exercise Prices   Outstanding     (Years)    Vested    Exercisable     Exercise Price  
  

$0.63-2.10     362,914       8.99     183,289      183,289     $ 1.97  
2.11-4.00    32,500       3.72    32,500    32,500       2.80  
4.01-15.00    289,415       7.43    221,500    289,415       10.98  
15.01-30.00    47,250       7.29    43,750    47,250       24.07  
                                          

Total    732,079       8.03    481,039    552,454     $ 8.18  
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

compensation expense of $3,000 in the year ending December 31, 2008 using the assumptions on the date of 
modification per SFAS No. 123 (revised 2004), Share-Based Payment.  
  

On June 11, 2008, in connection with termination of employment, the stock options granted to two executive 
officers were modified to accelerate the vesting for certain non-vested options by 12 months from the date of 
termination and the option exercise period was extended for 12 months. Options to purchase 399,666 shares of 
common stock were subject to this acceleration, which resulted in 132,082 shares vesting and a reduction in 
compensation expense of $0.1 million in the year ending December 31, 2008 using the assumptions on the date of 
modification per SFAS No. 123(r).  

  

  

We have a 401(k) profit sharing benefit plan (401(k) Plan) covering substantially all employees who are at least 
21 years of age and provide a certain number of hours of service. Under the terms of the 401(k) Plan, employees may 
make voluntary contributions, subject to Internal Revenue Code limitations. We match 25% of the employee’s 
contributions up to a total of 15% of the employee’s gross salary. In August 2008, we elected to discontinue the 
company match portion of the 401(k) Plan. Our contributions to the 401(k) Plan vest equally over five years. Our 
contributions to the 401(k) Plan were $45,421 and $43,947, for the years ended December 31, 2007 and 2008, 
respectively.  

  

  

In April 2006, we acquired from Abbott Laboratories the assets related to Abbokinase, including the remaining 
inventory of finished product, all regulatory and clinical documentation, validated cell lines, and intellectual property 
rights for a total purchase price of $20.0 million. The total purchase price was comprised of $5.0 million in cash and 
a $15.0 million secured promissory note. In April 2008, we entered into a satisfaction, waiver and release agreement 
with Abbott Laboratories under which we paid Abbott Laboratories $5.2 million in cash and upon payment of the 
funds, the debt obligation was deemed to be indefeasibly paid in full by us and the note was cancelled and returned to 
us.  
  

On September 23, 2008 we divested our urokinase business to Microbix. Under the terms of the agreement, 
Microbix purchased all remaining urokinase inventory and related assets and assumed full responsibility for ongoing 
commercial and regulatory activities associated with the product for an upfront payment of $2.0 million in cash and 
the assumption of up to $0.5 million of chargeback and other liabilities for commercial product in the distribution 
channel. If the assumed chargeback and other liabilities paid by Microbix are less than the $0.5 million assumed, 
Microbix will issue payment to us for the difference. An additional payment of $2.5 million will be made upon 
release by the FDA of the three lots of urokinase that are currently subject to a May 2008 Approvable Letter. 
Microbix is presently working with the FDA to secure the release of the three lots of urokinase. There can be no 
assurances that Microbix will be successful in securing such release in a timely manner or at all. If Microbix is 
unable to secure the release of the three lots we will not entitled to the additional $2.5 million payment.  
  

As a result of this transaction inventory and accrued chargebacks and administrative fees were written down to 
zero and offset with the $2.0 million in cash and $0.5 million in assumed liabilities. The sale of urokinase assets did 
not result in discontinued operations reporting as this was not considered a reportable segment. We purchased this 
inventory as it was complimentary to our SonoLysis program efforts and assisted us in obtaining contacts that would 
be beneficial to our developmental products. At the time we purchased the urokinase inventory from Abbott there 
were no FDA approved manufacturing facilities that could manufacture additional supplies of urokinase for 
commercialization. We purchase urokinase with the intention of selling the purchased inventory for cash. Due to the 
amount of time and resources that it would require to build new  
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12.   Asset Acquisition and Sale 
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

manufacturing facilities and obtain FDA approval of the facility, it was not our intention to reproduce additional 
commercial supplies of inventory once the existing supplies had been sold.  

  

  

The Company has determined that, in accordance with SFAS No. 131, Disclosures about Segments of an 
Enterprise and Related Information, it operates in one segment as it only reports operating results on an aggregate 
basis to the chief operating decision maker of the Company, our chief executive officer.  

  

  

Lease Commitments  
  

As of December 31, 2008, we had noncancelable operating leases for office and laboratory space that expire 
through 2012. Total rent expense was $0.1 million in 2007 and $0.4 million in 2008.  
  

On January 8, 2009, we entered into a Lease Surrender and Termination Agreement with Cambric Partners 
pursuant to which we agreed to terminate our lease dated December 10, 2007, as amended on January 25, 2008, for 
the premises located at 1730 E. River Road, Suite 200, Tucson, Arizona.  
  

Future minimum lease commitments for operating leases at December 31, 2008 is $33,890 in 2009.  

  

Contingencies  
  

We periodically evaluate all pending or threatened contingencies and any commitments, if any, that are 
reasonably likely to have a material adverse effect on our operations or financial position. We assess the probability 
of an adverse outcome and determine if it is remote, reasonably possible or probable as defined in accordance with 
the provisions of SFAS No. 5 (SFAS 5), Accounting for Contingencies. If information available prior to the issuance 
of our financial statements indicates that it is probable that an asset had been impaired or a liability had been incurred 
at the date of our financial statements, and the amount of the loss, or the range of probable loss can be reasonably 
estimated, then such loss is accrued and charged to operations. If no accrual is made for a loss contingency because 
one or both of the conditions pursuant to SFAS 5 are not met, but the probability of an adverse outcome is at least 
reasonably possible, the Company will disclose the nature of the contingency and provide an estimate of the possible 
loss or range of loss, or state that such an estimate cannot be made.  
  

At December 31, 2008, there was urokinase product at the wholesale distributors that had not been sold through 
to an end user. We do not currently have a returns reserve recorded in our financial statements for any potential 
product returns for expired product. There are lots of inventory that were sold to the wholesale distributors with 
expiry dates of November 2008 and December 2008. When the product was sold to Microbix on September 23, 
2008, they assumed all liabilities up to $0.5 million. There is a possibility that Microbix will incur liabilities in excess 
of the $0.5 million. At this time, it is not possible to estimate any potential liability that we may be required to pay 
Microbix or other third parties.  

  

  

License Agreement with UNEMED Corporation  
  

On October 10, 2003, UNEMED Corporation granted us an exclusive, worldwide license, with sublicense rights, 
to intellectual property and patents relating to the use of a thrombolytic agent together with microspheres for the 
treatment of thrombosis. We are obligated to pay UNEMED a royalty on any future net sales of products or processes 
which utilize the licensed technology, of which there have been no sales to date. We are also obligated to pay 
maintenance fees and expenses related to the maintenance of one of the  
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13.   Segments 
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15.   Licensing Agreements 
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ImaRx Therapeutics, Inc. 
(A Development Stage Company) 

 
Notes to Financial Statements — (Continued)  

  

patents covered by the license. The license agreement will terminate contemporaneously with the expiration of the 
licensed patents. Warrants were issued for the purchase of 4,000 shares of common stock at $10.00 per share with a 
fair value of $3,000 to acquire these rights.  

  

License Agreement with Dr. med. Reinhard Schlief  
  

On January 4, 2005, Dr. med. Reinhard Schlief granted us an exclusive, worldwide license, with the right to sub-
license, to intellectual property and patents relating to methods of destroying cells by applying ultrasound to them in 
the presence of microspheres. We are obligated to pay Dr. Schlief a royalty of 2% of net sales revenue derived from 
the sale of products that utilize the licensed technology. The license agreement will terminate contemporaneously 
with the expiration of the licensed patents. Warrants were issued in 2005 for the purchase of 4,000 shares of common 
stock at $15.00 per share with a fair value of $36,000 to acquire these rights.  

  

License Agreement with University of Arkansas  
  

On February 14, 2006, the University of Arkansas granted us an exclusive, worldwide license, with the right to 
sublicense, intellectual property and patents relating to the use of a specific ultrasound device to be used in 
conjunction with bubbles, a thrombolytic, or a combination of bubbles and a thrombolytic to break up blood clots. To 
maintain this license, we must meet certain product development milestones. We are obligated to pay the University 
of Arkansas a one-time fee of $25,000 within 30 days after the first commercial sale of a product incorporating the 
licensed technology, and varying royalties depending on the amount of net revenue derived from the sale of products 
using the licensed technology, of which there have been no sales to date. We are also obligated to pay a one-time 
success fee of $250,000 in the first year that net revenue derived from the sale of products using the licensed 
technology exceeds $10.0 million. The license will terminate upon expiration of the last patent to which it relates.  

  

  

On January 8, 2009, we entered into a Lease Surrender and Termination Agreement with Cambric Partners 
pursuant to which we agreed to terminate our lease dated December 10, 2007, as amended on January 25, 2008, for 
the premises located at 1730 E. River Road, Suite 200, Tucson, Arizona. As consideration of Cambric’s acceptance 
of the early termination of the lease, we agreed to pay a termination fee of $75,000 and to forfeit the security deposit 
in the amount of $19,433.47 and to surrender the lease and the premises. The Termination Agreement is effective as 
of December 31, 2008 and contains other customary release provisions, representations, warranties and covenants.  
  

The $75,000 termination fee was paid on January 9, 2009, which will result in a gain on settlement of $79,384 in 
the first quarter of 2009.  

 
C-73 

16.   Subsequent Events 
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          Incorporated by Reference 
Exhibit      Filed     Exhibit        

No   Exhibit Title  Herewith  Form  No.  File No.   Filing Date
  

  3 .1 
  
Fourth Amended and Restated Certificate of 
Incorporation of the registrant   

 
   

S-1 
  

 3 .1 
  
333-142646 

      
5/4/2007 

 
  3 .2 

  
Amendment to Certificate of Incorporation of the 
registrant to effect a six-for-ten reverse stock split   

 
   

S-1 
  

 3 .2 
  
333-142646 

      
5/4/2007 

 
  3 .3 

  

Second Amendment to Certificate of 
Incorporation of the registrant to effect a one-for-
three reverse stock split   

 

   

S-1 

  

 3 .3 

  

333-142646 

      

5/4/2007 

 
  3 .4 

  
Amended and Restated Certificate of 
Incorporation of the registrant   

 
   

S-1 
  

 3 .4 
  
333-142646 

      
5/4/2007 

 
  3 .5   Bylaws of the registrant, as amended       S-1    3 .5   333-142646       5/4/2007  
  3 .6   Amended and Restated Bylaws of the registrant       S-1    3 .6   333-142646       5/4/2007  
  4 .1 

  
Specimen certificate evidencing shares of 
common stock   

 
   

S-1 
  

 4 .1 
  
333-142646 

      
5/4/2007 

 
  10 .1* 

  

Form of Indemnification Agreement entered into 
between the registrant and each of its directors 
and officers   

 

   

S-1 

  

 10 .1 

  

333-142646 

      

5/4/2007 

 
  10 .2 

  

Second Amended and Restated Investors’ Rights 
Agreement, dated April 14, 2006, by and among 
the registrant and certain stockholders   

 

   

S-1 

  

 10 .2 

  

333-142646 

      

5/4/2007 

 
  10 .3*   2000 Stock Plan and related agreements       S-1    10 .3   333-142646       5/4/2007  
  10 .4* 

  
2007 Performance Incentive Plan and related 
agreements    

 
     

S-1 
   

 10 .4 
  
333-142646 

      
5/4/2007 

  
  10 .5*   Bonus Plan       S-1    10 .5   333-142646       5/4/2007  
  10 .6 

  

License Agreement, dated January 4, 2005, 
between the registrant and Dr. med. Reinhard 
Schlief   

 

   

S-1 

  

 10 .6 

  

333-142646 

      

5/4/2007 

 
  10 .7 

  

Exclusive Sublicense Agreement, dated 
October 10, 2003, between the registrant and 
UNEMED Corporation    

 

     

S-1 

   

 10 .7 

  

333-142646 

      

5/4/2007 

  
  10 .8 

  

Assignment, Assumption and License Agreement, 
dated October 7, 1999, between the registrant and 
Bristol-Myers Squibb Medical Imaging, Inc. (as 
successor to DuPont Contrast Imaging, Inc.) 
dated October 7, 1999, and amendments thereto   

 

   

S-1 

  

 10 .8 

  

333-142646 

      

5/4/2007 

 
  10 .9 

  

License Agreement, dated February 10, 2006, 
between the registrant and the University of 
Arkansas for Medical Sciences   

 

   

S-1 

  

 10 .9 

  

333-142646 

      

5/4/2007 

 
  10 .10 

  

Asset Purchase Agreement, dated April 10, 2006, 
between the registrant and Abbott Laboratories, 
and amendments thereto   

 

   

S-1 

  

 10 .10 

  

333-142646 

      

5/4/2007 

 
  10 .11 

  
Escrow Agreement, dated April 14, 2006, 
between the registrant and Abbott Laboratories   

 
   

S-1 
  

 10 .11 
  
333-142646 

      
5/4/2007 

 
  10 .12 

  

Inventory Trademark License Agreement, dated 
April 14, 2006, between the registrant and Abbott 
Laboratories   

 

   

S-1 

  

 10 .12 

  

333-142646 

      

5/4/2007 

 
  10 .13 

  
Security Agreement, dated April 14, 2006, 
between the registrant and Abbott Laboratories   

 
   

S-1 
  

 10 .13 
  
333-142646 

      
5/4/2007 
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        Incorporated by Reference 
Exhibit      Filed     Exhibit        

No   Exhibit Title  Herewith  Form  No.  File No.   Filing Date
  

  10 .14 
  
Secured Promissory Note, dated April 14, 2006, 
between the registrant and Abbott Laboratories   

 
   

S-1 
  

 10 .14 
  
333-142646 

      
5/4/2007 

 
  10 .15 

  

Second Amended Executive Employment 
Agreement, dated May 15, 2006, between the 
registrant and Evan C. Unger   

 

   

S-1 

  

 10 .15 

  

333-142646 

      

5/4/2007 

 
  10 .16 

  
Consulting Agreement, dated October 20, 2006, 
between the registrant and Evan C. Unger   

 
   

S-1 
  

 10 .16 
  
333-142646 

      
5/4/2007 

 
  10 .17 

  

Confidential Separation Agreement and Mutual 
General Release of All Claims, dated 
November 28, 2006, between the registrant and 
Evan C. Unger    

 

    

S-1 

  

 10 .17 

  

333-142646 

      

5/4/2007 

  
  10 .18* 

  
Consulting Agreement, dated April 11, 2005, 
between the registrant and Greg Cobb   

 
   

S-1 
  

 10 .18 
  
333-142646 

      
5/4/2007 

 
  10 .19* 

  

Amended Executive Employment Agreement, 
dated February 1, 2007, between the registrant 
and Greg Cobb   

 

   

S-1 

  

 10 .19 

  

333-142646 

      

5/4/2007 

 
  10 .20* 

  

Amended Executive Employment Agreement, 
dated February 1, 2007, between the registrant 
and Bradford A. Zakes   

 

   

S-1 

  

 10 .20 

  

333-142646 

      

5/4/2007 

 
  10 .21 

  

Agreement, dated March 31, 2006, by and 
among the registrant, John A. Moore and Edson 
Moore Healthcare Ventures   

 

   

S-1 

  

 10 .21 

  

333-142646 

      

5/4/2007 

 
  10 .22 

  

Subscription Agreement and Investor 
Questionnaire, dated March 2004, between the 
registrant and each of the signatory investors, 
offering price $2.00 per share   

 

   

S-1 

  

 10 .22 

  

333-142646 

      

5/4/2007 

 
  10 .23 

  

Subscription Agreement and Investor 
Questionnaire, dated December 2004, between 
the registrant and each of the signatory investors, 
offering price $3.00 per share   

 

   

S-1 

  

 10 .23 

  

333-142646 

      

5/4/2007 

 
  10 .24 

  

Subscription Agreement and Investor 
Questionnaire, dated September and October 
2004, between the registrant and each of the 
signatory investors, offering price $4.00 per 
share   

 

   

S-1 

  

 10 .24 

  

333-142646 

      

5/4/2007 

 
  10 .25 

  

Commercial Lease — Triple Net, dated 
November 1, 2002, between the registrant and 
ImaRx Investments L.L.C.    

 

   

S-1 

  

 10 .25 

  

333-142646 

      

5/4/2007 

 
  10 .26 

  

Standard Commercial — Industrial Lease, dated 
December 30, 1997, between the registrant and 
Tucson Tech Park and addenda thereto   

 

   

S-1 

  

 10 .26 

  

333-142646 

      

5/4/2007 

 
  10 .27 

  

Note Extension and Amendment Agreement, 
dated October 25, 2007, between the registrant 
and Abbott Laboratories   

 

   

8-K 

  

 10 .1 

  

001-33043 

      

10/26/2007 

 
  10 .28* 

  

Amendment No. 2 to Executive Employment 
Agreement dated as of January 1, 2008 by and 
between the Company and Bradford A. Zakes   

 

   

8-K 

  

 10 .1 

  

001-33043 

      

2/7/2008 
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        Incorporated by Reference 
Exhibit      Filed     Exhibit        

No   Exhibit Title  Herewith  Form  No.  File No.   Filing Date
  

  10 .29* 

  

Amendment No. 2 to Executive Employment 
Agreement dated as of January 1, 2008 by and 
between the Company and Greg Cobb   

 

   

8-K 

  

 10 .2 

  

001-33043 

      

2/7/2008 

 
  10 .30* 

  

Executive Employment Agreement dated as of 
January 1, 2008 by and between the Company 
and Garen Manvelian   

 

   

8-K 

  

 10 .3 

  

001-33043 

      

2/7/2008 

 
  10 .31* 

  

Executive Employment Agreement dated as of 
January 1, 2008 by and between the Company 
and Kevin Ontiveros   

 

   

8-K 

  

 10 .4 

  

001-33043 

      

2/7/2008 

 
  10 .32 

  
Separation and Release of Claims Agreement 
with Greg Cobb    

 
    

8-K 
  

 10 .2 
  
001-33043 

      
6/10/2008 

  
  10 .33 

  
Separation and Release of Claims Agreement 
with Kevin Ontiveros   

 
   

8-K 
  

 10 .4 
  
001-33043 

      
6/10/2008 

 
  10 .33   Consulting Agreement with Greg Cobb       8-K    10 .3   001-33043       6/10/2008  
  10 .34 

  
Amended Executive Employment Agreement 
with Brad Zakes   

 
   

8-K 
  

 10 .1 
  
001-33043 

      
6/27/2008 

 
  10 .35 

  
Commercial Lease — dated December 10, 2007, 
between the registrant and Cambric Partners    

 
    

10-K 
  

 10 .32 
  
001-33043 

      
8/31/2008 

  
  10 .36 

  

Sublease Agreement — dated December 29, 
2008 between the Registrant and Koronis 
Pharmaceuticals, Inc   

X 

   

 

  

    

  

  

      

  

 
  23 .1 

  

Consent of Independent Registered Public 
Accounting Firm — McKennon, Wilson & 
Morgan, LLP   

X 

   

 

  

    

  

  

      

  

 
  23 .2 

  
Consent of Independent Registered Public 
Accounting Firm — Ernst & Young, LLP   

X 
   

 
  

    
  

  
      

  
 

  24 .1 
  
Power of Attorney (included in the signature 
page hereto)   

X 
   

 
  

    
  

  
      

  
 

  31 .1 

  

Certification of Chief Executive Officer pursuant 
to Exchange Act Rules 13a-14(a) and 15d-14(a), 
as adopted pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002    

X 

    

 

  

    

  

  

      

  

  
  31 .2 

  

Certification of Chief Financial Officer pursuant 
to Exchange Act Rules 13a-14(a) and 15d-14(a), 
as adopted pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002   

X 

   

 

  

    

  

  

      

  

 
  32   

  

Certification of Chief Executive Officer pursuant 
to 18 U.S.C. Section 1350, as adopted pursuant 
to Section 906 of the Sarbanes-Oxley Act of 
2002   

X 
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ANNEX D
  

  

UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549  

  

  

  

  

Form 10-Q  
  

  

  

  

  

Commission File Number 001-33043  
  

  

  

  

ImaRx Therapeutics, Inc.  

(Exact Name of Registrant as Specified in Its Charter)  
  

  

  

  

  

(425) 821-5501  
(Registrant’s Telephone Number, Including Area Code)  

  

  

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the 
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to 
file such reports), and (2) has been subject to such filing requirements for the past 90 days.  YES �     NO �  
  

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every 
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) 
during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such 
files).  YES �     NO �  
  

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a 
smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” 
in Rule 12b-2 of the Exchange Act. (Check one):  
  

  

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange 
Act).  YES �     NO �  
  

The number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date is as 
follows:  
  

  

 
D-1 

   

�  
  
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE 
SECURITIES EXCHANGE ACT OF 1934

    For the quarterly period ended March 31, 2009
�  

  
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE 
SECURITIES EXCHANGE ACT OF 1934

    For the Transition Period from          to          

 

Delaware    86-0974730 
(State or Other Jurisdiction of 
Incorporation or Organization)   

(I.R.S. Employer 
Identification No.) 

12277 134th Court NE, Suite 202, Redmond, WA  98052 
(Address of Principal Executive Offices)   (Zip Code) 

       

Large accelerated filer � 
  

Accelerated filer � 
  

Non-accelerated filer � 
(Do not check if a smaller reporting company)   

Smaller reporting 
company �

 

Class  Outstanding at May 12, 2009
  

Common Stock $0.0001 par value   10,165,733 
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Statements of Operations for the three-month period ended March 31, 2009 and 2008 
(unaudited) and for the period from inception (September 23, 2008) through March 31, 
2009 (unaudited)     D-4  

  

  

Statements of Cash Flows for the three-month period ended March 31, 2009 and 2008 
(unaudited) and for the period from inception (September 23, 2008) through March 31, 
2009 (unaudited)     D-5  

    Notes to Financial Statements (unaudited)     D-6  
Item 2. 

  
Management’s Discussion and Analysis of Financial Condition and Results of 
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PART 1. FINANCIAL INFORMATION  

  

  

ImaRx Therapeutics, Inc. 
(A Development-Stage Company)  

  

Balance Sheets  
  

  

See accompanying notes.  
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Item 1.   Consolidated Financial Statements. 

     

    March 31     December 31  
    2009     2008  
    (Unaudited)        

    
(In thousands, except per 

share data)  
  

ASSETS
Current assets:              

Cash and cash equivalents   $ 424     $ 757  
Inventory subject to return    —      12  
Assets held for sale    108       108  
Prepaid expenses and other    83       144  

              

Total current assets    615       1,021  
Long-term assets:                

Property and equipment, net    46       51  
                  

Total assets   $ 661     $ 1,072  
                  

  
LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:                
Accounts payable   $ 124     $ 117  
Accrued expenses    69       82  
Deferred revenue    200       226  
Other    —      154  

                  

Total current liabilities    393       579  
Stockholders’ equity:              

Common stock, $.0001 par:              
100,000,000 shares authorized, 10,165,733 shares issued and outstanding at 

March 31, 2009 (unaudited) and December 31, 2008      1       1  
Additional paid-in capital    91,852       91,808  
Accumulated deficit    (91,585 )     (91,316 ) 

                  

Total stockholders’ equity    268       493  
                  

Total liabilities and stockholders’ equity   $ 661     $ 1,072  
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ImaRx Therapeutics, Inc. 
(A Development-Stage Company) 

 
 

Consolidated Statements of Operations  

  

  

See accompanying notes.  
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    Three Months Ended     September 23, 2008  
    March 31     (Inception) through  
    2009    2008     March 31, 2009  
    (Unaudited)     (Unaudited)  
    (In thousands, except per share data)  

  

Revenues:                  
Product sales, net   $ 26   $ 1,849     $ 986  
Research and development    —    95       —  

                          

Total operating revenue    26    1,944       986  
Costs and expenses:                  

Cost of product sales    13    834       588  
Research and development      39      1,567       126  
General and administrative    336    1,994       954  

                  

Total cost and expenses      388      4,395       1,668  
                  

Operating loss      (362 )     (2,451 )     (682 ) 
Interest and other income, net   14    94       29  
Interest expense    —    (173 )     —  
Gain on settlement of accounts payable and other current 

liabilities    79    —      266  
                          

Net loss    (269 )   (2,530 )     (387 ) 
Net loss per share:                  

— Basic and diluted   $ (0.03 )  $ (0.25 )       
                  

Shares used in computing net loss per share:                      
— Basic and diluted    10,165,733    10,046,683         
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ImaRx Therapeutics, Inc. 
(A Development-Stage Company) 

 
Consolidated Statements of Cash Flows  

  

  

See accompanying notes.  
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    Three Months Ended     September 23, 2008  
    March 31     (Inception) through  
    2009    2008     March 31, 2009  
    (Unaudited)        
    (In thousands)  

  

Operating activities                  
Net loss   $ (269 )  $ (2,530 )   $ (387 ) 
Adjustments to reconcile net loss to net cash provided by (used in) 

operating activities:                  
Depreciation and amortization   5    287       23  
Stock-based compensation    43    205       199  
Loss on sale of property and equipment      —      22       1  
Gain on settlement of accounts payable and other current liabilities   (79 )   —      (266 ) 

Changes in operating assets and liabilities:                  
Accounts receivable    —    225       —  
Inventory    —    347       —  
Inventory subject to return    12    416       587  
Prepaid expenses and other    61    269       125  
Accounts payable      8       (64 )     (1,249 ) 
Accrued expenses and other liabilities    (88 )   (98 )     (54 ) 
Deferred revenue    (26 )   (902 )     (994 ) 

                          

Net cash used in operating activities   (333 )   (1,823 )     (2,015 ) 
Investing activities                  
Purchase of property and equipment   —    (11 )     —  
                          

Net cash used in investing activities   —    (11 )     —  
Financing activities                  
Payment on note payable    —    (1,122 )     —  
Change in restricted cash    —    388       —  
                  

Net cash used in financing activities   —    (734 )     —  
                  

Net decrease in cash and cash equivalents    (333 )   (2,568 )     (2,015 ) 
Cash and cash equivalents at the beginning of the period      757       12,861       2,439  
                  

Cash and cash equivalents at the end of the period    $ 424     $ 10,293     $ 424  
                          

Supplemental Schedule of Cash Flow Information                 
Cash paid for interest   $ —   $ 361     $ —  
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ImaRx Therapeutics, Inc.  
(A Development-Stage Company)  

  

Notes to Financial Statements  
March 31, 2009  

(Unaudited)  

  

  

The Company  
  

We are a development-stage biopharmaceutical company, whose research and development efforts have focused 
on the development of therapies for stroke and other vascular disorders, using our proprietary microsphere 
technology together with ultrasound. Our lead program, SonoLysis, involves the administration of our proprietary 
MRX-801 microspheres and ultrasound to break up blood clots and restore blood flow to oxygen deprived tissues. 
We were previously engaged in the commercialization of one drug approved by the Food and Drug Administration or 
FDA, urokinase, but sold all rights to that product to Microbix Biosystems, Inc., or Microbix, on September 23, 
2008.  
  

In June 2008, in response to new risks and challenges facing the Company, we announced a restructuring that 
included a significant workforce reduction in which all of our employees other than Bradford Zakes, our president 
and chief executive officer, and one additional employee were terminated. We paid a retention bonus to each of the 
remaining employees and entered into agreements with each of them to reimburse us a portion of the retention bonus 
should they voluntarily leave the employ of the Company prior to certain agreed upon dates.  
  

We are seeking strategic alternatives that would enable the continued development of our SonoLysis program 
and have taken steps to preserve our cash resources in order to accomplish this objective. Historically, one of our 
primary sources of cash has been the sale of our urokinase product. Due to the sale of the urokinase asset to 
Microbix, we do not currently have any significant source of cash.  

  

Basis of Presentation  
  

The accompanying interim consolidated financial statements have been prepared in conformity with 
U.S. generally accepted accounting principles, consistent in all material respects with those applied in our Annual 
Report on Form 10-K for the year ended December 31, 2008. The financial information is unaudited, but reflects all 
adjustments which are, in the opinion of management, necessary to reflect a fair statement of results for the interim 
periods presented. Interim results are not necessarily indicative of results for a full year. The information included in 
this Form 10-Q should be read in conjunction with the Annual Report on Form 10-K for the year ended 
December 31, 2008.  
  

On September 23, 2008, upon the sale of the urokinase asset to Microbix, we returned to the development-stage. 
We no longer have any commercialized products or licensed technologies that will provide significant revenue in the 
immediate future. The sale of urokinase assets did not result in discontinued operations reporting as this was not 
considered a reportable segment. We purchased this inventory as it was complimentary to our SonoLysis program 
efforts and assisted us in obtaining contacts that would be beneficial to our developmental products. At the time we 
purchased the urokinase inventory from Abbott Laboratories there were no FDA approved manufacturing facilities 
that could manufacture additional supplies of urokinase for commercialization. We purchased urokinase with the 
intention of selling the purchased inventory for cash. Due to the amount of time and resources that it would require to 
build new manufacturing facilities and obtain FDA approval of the facility, it was not our intention to reproduce 
additional commercial supplies of inventory once the existing supplies had been sold. Since discontinued operations 
reporting was not appropriate, the urokinase assets were written off and we will continue to record revenue until the 
product at our wholesale distributors is completely sold through to a third party.  
  

Our ability to continue as a going concern depends on our ability to enter into a strategic transaction for our 
SonoLysis program that results in significant cash proceeds to the Company and whether Microbix is  
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1.   The Company and Significant Accounting Policies 
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ImaRx Therapeutics, Inc.  
(A Development-Stage Company)  

  

Notes to Financial Statements — (Continued)  

  

successful in securing the release of the urokinase inventory by the FDA thereby triggering an additional cash 
payment to the Company. We have had recurring losses, which have resulted in an accumulated deficit of 
$91.6 million at March 31, 2009. These conditions, among others, raise substantial doubt about our ability to 
continue as a going concern. The financial statements include adjustments to reduce the value of certain assets to fair 
value, but do not include any other adjustments relating to the recoverability and classification of recorded assets, or 
the amounts and classification of liabilities that might be necessary in the event we cannot acquire additional 
financing or execute the strategic alternatives being considered.  

  

Inventory and Inventory Subject to Return  
  

Inventory in 2008 was comprised of finished goods and was stated at the lower of cost or market value. 
Inventory subject to return in 2008 is comprised of finished goods, stated at the lower of cost or market value, and 
represents the amount of inventory that has been sold to wholesale distributors. When product is sold by the 
wholesale distributor to a hospital or other health care provider, a reduction in this account occurs and cost of sales is 
recorded.  
  

Abbokinase® (urokinase), rebranded under the name Kinlytic®, was our only commercially available FDA 
approved product. Abbokinase is a thrombolytic or clot-dissolving agent approved for the treatment of acute massive 
pulmonary embolism, or blood clots in the lungs.  
  

On September 23, 2008, we divested the urokinase assets and sold the entire remaining urokinase inventory to 
Microbix. As such, the inventory value at March 31, 2009 is zero.  
  

Costs related to shipping and handling are charged to general and administrative expense as incurred.  

  

Revenue Recognition  
  

Revenue from product sales is recognized pursuant to SEC Staff Bulletin No. 104 (SAB 104), Revenue 
Recognition in Financial Statements. Accordingly, revenue is recognized when all four of the following criteria are 
met: (i) persuasive evidence that an arrangement exists; (ii) delivery of the products has occurred; (iii) the selling 
price is both fixed and determinable; and (iv) collectibility is reasonably assured. We apply SFAS No. 48, Revenue 
Recognition When the Right of Return Exists, which amongst other criteria, requires that future returns be reasonably 
estimated in order to recognize revenue. The amount of future returns is uncertain due to the insufficiency of returns 
history data. Due to the uncertainty of returns from our wholesale distributors, we are accounting for product 
shipments to wholesale distributors using a deferred revenue recognition model. Under this model, we do not 
recognize revenue upon product shipment to wholesale distributors; therefore, recognition of revenue is deferred 
until the product is sold by the wholesale distributor to the end user. Our returns policy allows end users to return 
product within 12 months after expiration, but current practice by wholesale distributors and end users is generally a 
“just in time” purchasing methodology, meaning that the product is purchased by the end user on an as-needed basis, 
typically on a daily or weekly basis. Although the product was previously marketed by Abbott Laboratories, we were 
unable to obtain historical returns data for the product from Abbott Laboratories at the time of our acquisition of 
Abbokinase. Based on input from our wholesale distributors, current purchasing practices and the estimated amount 
of product in the channel, we anticipate immaterial product returns from end users.  
  

Our customers consisted primarily of large established pharmaceutical wholesale distributors who sell directly to 
hospitals and other healthcare providers. Provisions for product returns and exchanges, sales discounts, chargebacks, 
managed care and Medicaid rebates and other adjustments are established as a reduction of product sales revenues at 
the time such revenues are recognized. These deductions from gross revenue are established by management as its 
best estimate at the time of sale adjusted to reflect known changes in the factors that impact such reserves.  
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ImaRx Therapeutics, Inc.  
(A Development-Stage Company)  

  

Notes to Financial Statements — (Continued)  

  

McKesson Corporation accounted for 100% of our total gross revenue for the three months ended March 31, 
2009. Our top three customers accounted for 100% of our total gross revenue for the three months ended March 31, 
2008. AmerisourceBergen accounted for 30%, Cardinal accounted for 41% and McKesson Corporation accounted 
for 29% of our revenues for the three months ended March 31, 2008.  
  

The deferred revenue balance at March 31, 2009 of $0.2 million reflects the potential liability we may incur if 
the liabilities assumed by Microbix are greater than $0.5 million. See Note 8 for further discussion.  

  

  

In May 2008, the FASB issued SFAS No. 162 (SFAS 162), The Hierarchy of Generally Accepted Accounting 
Principles. SFAS 162 sets forth the level of authority to a given accounting pronouncement or document by category. 
Where there might be conflicting guidance between two categories, the more authoritative category will prevail. 
SFAS 162 becomes effective 60 days after the SEC approves the PCAOB’s amendments to AU Section 411 of the 
AICPA Professional Standards. SFAS 162 will not have an impact on our financial statements.  

  

  

In June 2008, FASB issued EITF Issue No. 07-5 (EITF 07-5), Determining whether an Instrument (or 
Embedded Feature) is indexed to an Entity’s Own Stock. EITF No. 07-5 is effective for financial statements issued 
for fiscal years beginning after December 15, 2008, and interim periods within those fiscal years. Early application is 
not permitted. Paragraph 11(a) of SFAS No. 133 — specifies that a contract that would otherwise meet the definition 
of a derivative but is both (a) indexed to the Company’s own stock and (b) classified in stockholders’ equity in the 
statement of financial position would not be considered a derivative financial instrument. EITF 07-5 provides a new 
two-step model to be applied in determining whether a financial instrument or an embedded feature is indexed to an 
issuer’s own stock and thus able to qualify for the SFAS No. 133 paragraph 11(a) scope exception. The adoption of 
EITF 07-5 had no material impact on our financial statements.  

  

  

Our board of directors authorized a restructuring that was implemented on June 11, 2008, that included a 
workforce reduction in which all of our employees other than Bradford Zakes, our president and chief executive 
officer, and one additional employee were terminated. The costs associated with these actions were $0.8 million, of 
which $0.5 million represented severance payments for the affected employees, all of which were paid prior to 
June 30, 2008. We also incurred a $0.5 million asset impairment for long-lived assets. All expenses incurred due to 
the restructuring, other than assets impaired, were included in the statement of operations under general and 
administrative in the year ended December 31, 2008.  
  

The following table presents the activity and balances of the restructuring (in thousands):  
  

 
D-8 

2.   Recently Issued Accounting Pronouncements 

3.   Recently Adopted Accounting Pronouncements 

4.   Restructuring 

     

    Facility Closing  
  

Liability, January 1, 2009    $ 154  
Cash payments      (75 ) 
Adjustments to expense      (79 ) 
          

Liability, March 31, 2009    $ —  
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ImaRx Therapeutics, Inc.  
(A Development-Stage Company)  

  

Notes to Financial Statements — (Continued)  

  

  

In connection with the June 11, 2008 restructuring, we discontinued substantially all research and development 
activity. As such, we initiated a process to sell certain items of laboratory equipment that will not be required for a 
future strategic transaction associated with our SonoLysis program. We determined that the plan of sale criteria in 
SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, had been met. Accordingly, the 
carrying value of the laboratory equipment was adjusted to its fair value less costs to sell.  

  

  

We maintain performance incentive plans under which incentive and non-qualified stock options are granted 
primarily to employees and non-employee directors. Under SFAS 123R, the fair value of each employee stock option 
is estimated on the date of grant using the Black-Scholes option pricing model with the following assumptions:  
  

  

The dividend yield assumption is based on our history and expectation of dividend payouts. We use guideline 
companies to determine volatility. The expected life of the stock options is based on simplified method which defines 
the life as the average of the contractual term of the options and the weighted-average vesting period for all option 
tranches. The simplified method is permitted after December 31, 2007 under SEC Staff Accounting Bulletin No. 110 
(SAB 110). We chose to continue using the simplified method because we have limited historical exercise data due 
to the limited amount of time in which our shares have been publicly traded to provide a reasonable basis upon which 
to estimate expected term. The risk-free interest rate assumption is based on observed interest rates appropriate for 
the terms of our stock options.  
  

We have two equity incentive plans; the 2000 Stock Plan (“2000 Plan”) and the 2007 Performance Incentive 
Plan (“2007 Plan”). The 2000 Plan was terminated immediately following the closing of the initial public offering on 
July 31, 2007. No additional grants will be issued from the 2000 Plan; however, there are grants currently 
outstanding under this plan. The 2007 Plan became effective July 25, 2007, the effective date of the Company’s 
initial public offering. As of March 31, 2009, the total compensation cost related to non-vested options not yet 
recognized is $0.3 million, which will be charged to expense over the next 1.72 years.  
  

A summary of activity under our stock plans is as follows:  
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5.   Assets Held for Sale 

6.   Stock-Based Compensation 

         

    Three Months     Three Months   
    Ended     Ended   
    March 31, 2009     March 31, 2008   

  

Expected dividend yield     N/A       0.00 % 
Expected stock price volatility    N/A       85.01 % 
Risk free interest rate    N/A       3.46 % 
Expected life of option    N/A       7 years  

                 

         Weighted-     Weighted-Average  
         Exercise Price    Average     Remaining  
    Options    per Share    Exercise Price     Contractual Term  

  

Balance at December 31, 2008     732,079   $ 0.63-27.50   $ 6.93         
Granted     —    —    —        
Exercised     —    —    —        
Canceled     —    —    —        
                       

Outstanding at March 31, 2009     732,079   $ 0.63-27.50   $ 6.93       7.78  
                                  

Options exercisable at March 31, 2009     567,424   $ 0.63-27.50   $ 8.33       7.51  
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ImaRx Therapeutics, Inc.  
(A Development-Stage Company)  

  

Notes to Financial Statements — (Continued)  

  

There was no aggregate intrinsic value on the options outstanding at March 31, 2009, since the exercise price of 
all outstanding options was greater than the closing stock price on March 31, 2009.  

  

  

Basic and diluted net loss attributable to common stockholders per share is calculated by dividing the net loss 
applicable to common stockholders by the weighted-average number of common shares outstanding during the 
period. Diluted net loss per common share is the same as basic net loss per common share for all periods presented. 
The effects of potentially dilutive securities are antidilutive in the loss periods.  
  

The following potential common shares have been excluded from the computation of diluted net loss per share 
since their effect would be antidilutive in each of the loss periods presented. The shares have been revised to account 
for the six-for-ten reverse stock split that was affected in September 2006 as well as the one-for-three reverse stock 
split that occurred in May 2007. Herein all shares presented in this quarterly report on Form 10-Q have been adjusted 
to reflect these stock splits.  
  

  

The following potential common shares have been excluded from the computation of diluted net loss per share 
since their effect would be antidilutive in each of the loss periods presented:  
  

  

  

In April 2006, we acquired from Abbott Laboratories the assets related to Abbokinase, including the remaining 
inventory of finished product, all regulatory and clinical documentation, validated cell lines, and intellectual property 
rights for a total purchase price of $20.0 million. The total purchase price was comprised of $5.0 million in cash and 
a $15.0 million secured promissory note. In April 2008, we entered into a satisfaction, waiver and release agreement 
with Abbott Laboratories under which we paid Abbott Laboratories $5.2 million in cash and upon payment of the 
funds, the debt obligation was deemed to be indefeasibly paid in full by us and the note was cancelled and returned to 
us.  
  

On September 23, 2008 we divested our urokinase business to Microbix. Under the terms of the agreement, 
Microbix purchased all remaining urokinase inventory and related assets and assumed full responsibility for ongoing 
commercial and regulatory activities associated with the product for an upfront payment of $2.0 million in cash and 
the assumption of up to $0.5 million of chargeback liabilities for commercial product in the distribution channel. If 
the assumed chargeback liabilities paid by Microbix are less than the $0.5 million assumed, Microbix will issue 
payment to us for the difference. Microbix also agreed to make an additional payment of $2.5 million upon release 
by the FDA of the three lots of urokinase that are currently subject to a May 2008 Approvable Letter. Microbix is 
presently working with the FDA to secure the  
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7.   Net Loss per Share 

         

    Three Months Ended  
    March 31,  
    2009     2008  

  

Net loss attributed to common stockholders   $ (269 )   $ (2,530 ) 
Basic and diluted weighted average shares outstanding   10,165,733       10,046,683  
              

Net loss per share attributable to common stockholders — Basic and diluted    $ (0.03 )   $ (0.25 ) 
                  

         

    Three Months Ended  
    March 31,  
    2009     2008  

  

Stock options     732,079       1,471,865  
Warrants     873,913       1,023,913  

8.   Asset Acquisition and Sale 
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ImaRx Therapeutics, Inc.  
(A Development-Stage Company)  

  

Notes to Financial Statements — (Continued)  

  

release of the three lots of urokinase. As of May 12, 2009, Microbix has not secured the release of the three lots from 
the FDA. There can be no assurances that Microbix will be successful in securing such release. If Microbix is unable 
to secure the release of the three lots we will not be entitled to the additional $2.5 million payment. If Microbix is 
able to secure the release of the three lots of urokinase, given the remaining expiry date on the lots, it is uncertain that 
Microbix will be in a position to make the full $2.5 million payment.  

  

  

We do not currently have a returns reserve recorded in our financial statements for any potential product returns 
for expired product. There is a large amount of inventory that was sold to the wholesale distributors with expiry dates 
of November 2008 and December 2008. When the product was sold to Microbix on September 23, 2008, they 
assumed all liabilities up to $0.5 million. There is a possibility that Microbix will incur liabilities in excess of the 
$0.5 million. The deferred revenue balance of $0.2 million at March 31, 2009 reflects the potential liability that we 
may be required to pay Microbix or other third parties.  
  

We are currently responding to an Internal Revenue Service (IRS) inquiry regarding our calendar year 2005 
payroll tax reporting. There is a possibility that the IRS will impose a penalty if we are unsuccessful in our response. 
At this time, we are unable to estimate the potential amount of the penalty. We estimate that this issue will be 
resolved in the second quarter ending June 30, 2009.  
  

We have filed our calendar year 2008 franchise tax reports with the Delaware Secretary of State. We made 
estimated payments toward the 2008 franchise tax throughout our 2008 fiscal year. We are estimating a refund for 
overpayment of taxes of approximately $0.1 million and we estimate that this will be resolved in the second quarter 
ended June 30, 2009. No amounts have been recorded in the accompanying financial statements.  
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9.   Commitments and Contingencies 
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Cautionary Statement Regarding Forward-Looking Statements  
  

The following discussion should be read in conjunction with the accompanying unaudited Consolidated 
Financial Statements and related notes appearing elsewhere in this report. This Quarterly Report on Form 10-Q 
contains forward-looking statements made pursuant to the safe harbor provisions of the Private Securities Litigation 
Reform Act of 1995. We cannot guarantee the accuracy of the forward-looking statements, and you should be aware 
that results and events could differ materially and adversely from those contained in the forward-looking statements. 
You should also consider carefully the statements set forth in Item 1A of Part II of this Quarterly Report entitled 
“Risk Factors” which address these and additional factors that could cause results or events to differ materially from 
those set forth in the forward-looking statements.  
  

Our Quarterly Reports on Form 10-Q and Current Reports on Form 8-K and amendments to all such reports are 
available, free of charge, on our Internet website under “Investors-Financial Information,” as soon as reasonably 
practicable after we file electronically such reports with, or furnish such reports to, the SEC. Our Internet website 
address is http://www.imarx.com. Information on our website does not constitute a part of this Quarterly Report on 
Form 10-Q. As used in this quarterly report on Form 10-Q, unless the context otherwise requires, the terms “we,” 
“us,” “our,” “the Company,” and “ImaRx” refer to ImaRx Therapeutics, Inc., a Delaware corporation, and its 
subsidiaries  

  

Overview  
  

We are a development-stage biopharmaceutical company, whose research and development efforts have focused 
on the development of therapies for stroke and other vascular disorders, using our proprietary microsphere 
technology together with ultrasound. Our lead program, SonoLysis, involves the administration of our proprietary 
MRX-801 microspheres and ultrasound to break up blood clots and restore blood flow to oxygen deprived tissues. 
We were previously engaged in the commercialization of one drug approved by the Food and Drug Administration or 
FDA, urokinase. Urokinase is an FDA-approved thrombolytic or clot-dissolving agent, indicated for the treatment of 
acute massive pulmonary embolism. We purchased the product from Abbott Laboratories and had been selling the 
product since 2006 until we sold all rights to that product to Microbix Biosystems, Inc., or Microbix, in the third 
quarter of 2008.  
  

In June 2008, in response to new risks and challenges facing the Company, we announced a restructuring that 
included a significant workforce reduction in which all of our employees other than Bradford Zakes, our president 
and chief executive officer, and one additional employee were terminated. We paid a retention bonus to each of the 
remaining employees and entered into agreements with each of them to reimburse us a portion of the retention bonus 
should they voluntarily leave the employ of the Company prior to certain agreed upon dates.  
  

We are seeking strategic alternatives that will enable the continued development of our SonoLysis program and 
have taken steps to preserve our cash resources in order to accomplish this objective. Historically, one of our primary 
sources of cash has been the sale of our urokinase product. Due to the sale of the urokinase asset to Microbix, we do 
not currently have any significant source of cash.  

  

Product Sales, Research and Development Revenue  
  

Our primary source of revenue was derived from sales of our urokinase product which commenced in October 
2006 following our purchase of the product from Abbott Laboratories. Future revenue will be eliminated as the 
product was sold to Microbix on September 23, 2008. As a result of the sale of the urokinase assets and inventory to 
Microbix, future revenues will no longer be recognized once the product currently held at the wholesale distributors 
is sold through to the end user. In addition to our commercial product sales, we also generated a limited amount of 
revenue by providing research services for projects funded under various government grants. We currently have no 
outstanding grants under which we are receiving revenue. We may apply for similar government grants in future 
periods.  
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Item 2.   Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
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All product sales recorded to date relate to sales of urokinase in the United States. Due to our limited returns 
history and the fact that customers may return expired urokinase product that is in its original, unopened cartons 
within 12 months past the product expiration date, we currently account for these product shipments using a deferred 
revenue recognition model. We do not recognize revenue upon product shipment to a wholesale distributor but 
rather, we defer the recognition of revenue until the right of return no longer exists or when the product is sold to the 
end user as is stipulated by SFAS No. 48, Revenue Recognition When the Right of Return Exists. We record product 
sales net of chargebacks, distributor fees, discounts paid to wholesale distributors, and administrative fees paid to 
Group Purchasing Organizations (GPOs). The allowances are based on historical information and other pertinent 
data.  

  

Cost of Product Sales  
  

Cost of product sales had been determined using a weighted-average method and includes the acquisition cost of 
the inventory as well as additional labeling costs we incurred to bring the product to market. Our product pricing was 
fixed, but had the potential to include a variable sales or cash discount depending on the nature of the sale. Our gross 
margins were affected by chargebacks, discounts and administrative fees paid to the wholesale distributors and 
GPOs. Due to the divestiture of our urokinase product, we will cease to have cost of product sales once all vials at the 
wholesale distributors have been sold to a hospital or other end user or have expired.  

  

Research and Development Expenses  
  

We classify our research and development expenses into four categories of activity, namely; research, 
development, clinical and regulatory. Our research and development efforts were focused primarily on product 
candidates from our SonoLysis program. As part of our restructuring effort announced in June 2008, we have ceased 
substantially all research related activities.  

  

General and Administrative Expenses  
  

General and administrative expenses consist primarily of personnel-related expenses and other costs and fees 
associated with our general corporate activities, such as sales and marketing, administrative support, business 
development, intellectual property protection, public reporting and corporate compliance, as well as a portion of our 
overhead expenses. Although these expenses will be at reduced levels, we have incurred and will continue to incur 
expenses in the areas of legal compliance, accounting and corporate governance as a public company.  

  

Critical Accounting Policies and Significant Judgments and Estimates  
  

Our management’s discussion and analysis of our financial condition and results of operations are based on our 
consolidated financial statements, which have been prepared in accordance with accounting principles generally 
accepted in the U.S. The preparation of these consolidated financial statements requires us to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosed amounts of contingent assets and 
liabilities and our reported revenue and expenses. Significant management judgment was previously required to 
make estimates in relation to inventory and intangible asset valuation, chargebacks and administrative fee accruals, 
clinical trial costs and costs associated with transitioning to a public reporting company. We evaluate our estimates, 
and judgments related to these estimates, on an ongoing basis. We base our estimates of the carrying values of assets 
and liabilities that are not readily apparent from other sources on historical experience and on various other factors 
that we believe are reasonable under the circumstances. Actual results may differ from these estimates under 
different assumptions or conditions. There has been no significant change in our critical accounting policies or 
estimates from those policies or estimates disclosed under the heading “Critical Accounting Policies and Significant 
Judgments and Estimates” in our Annual Report on form 10-K, filed with the Securities and Exchange Commission 
on March 6, 2009.  
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Inventory and Inventory Subject to Return  
  

Inventory of urokinase was comprised of finished goods and is stated at the lower of cost or market value. 
Inventory value was initially determined as a result of the purchase price allocation from the acquisition of this 
product from Abbott Laboratories in 2006.  
  

On September 23, 2008, we divested the urokinase assets and sold the entire remaining urokinase inventory to 
Microbix. As such, the inventory value is zero.  
  

As of March 31, 2009, all of the vials in inventory held by our wholesale distributors were sold to a hospital or 
other end user or had expired. As such, inventory subject to return is zero.  

  

Long-lived and Intangible Assets  
  

We account for long-lived assets in accordance with the provisions of SFAS No. 144, Accounting for the 
Impairment or Disposal of Long-Lived Assets (SFAS 144). SFAS 144 addresses financial accounting and reporting 
for the impairment or disposal of long-lived assets. This Statement requires that long-lived assets be reviewed for 
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be 
recoverable. Recoverability is measured by comparing the carrying amount of an asset to the expected future net cash 
flows generated by the asset. If it is determined that the asset may not be recoverable and if the carrying amount of an 
asset exceeds its estimated fair value, an impairment charge is recognized to the extent of the difference. SFAS 144 
requires companies to separately report discontinued operations, including components of an entity that either have 
been disposed of (by sale, abandonment or in a distribution to owners) or classified as held for sale. Assets to be 
disposed of are reported at the lower of the carrying amount or fair value less costs to sell.  

  

Deferred Tax Asset Valuation Allowance  
  

Our estimate of the valuation allowance for deferred tax assets requires us to make significant estimates and 
judgments about our future operating results. Our ability to realize the deferred tax assets depends on our future 
taxable income as well as limitations on utilization. A deferred tax asset must be reduced by a valuation allowance if 
it is more likely than not that some portion or all of the deferred tax asset will not be realized prior to its expiration. 
The projections of our operating results on which the establishment of a valuation allowance are based involve 
significant estimates regarding future demand for our products, competitive conditions, product development efforts, 
approvals of regulatory agencies and product cost. We have recorded a full valuation allowance on our net deferred 
tax assets due to uncertainties related to our ability to utilize our deferred tax assets in the foreseeable future. These 
deferred tax assets primarily consist of net operating loss carry forwards and research and development tax credits. 
Under Section 382 of the Internal Revenue Code of 1986, as amended, substantial changes in our ownership may 
limit the amount of net operating loss carryforwards that could be utilized annually in the future to offset taxable 
income.  

  

Revenue Recognition  
  

Revenue from product sales is recognized pursuant to Staff Bulletin No. 104 (SAB 104), Revenue Recognition in 
Financial Statements. Accordingly, revenue is recognized when all four of the following criteria are met: 
(i) persuasive evidence that an arrangement exists; (ii) delivery of the products has occurred; (iii) the selling price is 
both fixed and determinable; and (iv) collectibility is reasonably assured. We apply SFAS No. 48, Revenue 
Recognition When the Right of Return Exists, which among other criteria requires that future returns can be 
reasonably estimated in order to recognize revenue. The amount of future returns is uncertain due to the insufficiency 
of returns history data. Due to the uncertainty of returns, we are accounting for these product shipments to wholesale 
distributors using a deferred revenue recognition model. Under this model, we do not recognize revenue upon 
product shipment to wholesale distributors; therefore, recognition of revenue is deferred until the product is sold by 
the wholesale distributor to the end user.  
  

Our customers consisted primarily of large pharmaceutical wholesale distributors who sell directly to hospitals 
and other healthcare providers. Provisions for product returns and exchanges, sales discounts,  
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chargebacks, managed care and Medicaid rebates and other adjustments are established as a reduction of product 
sales revenues at the time such revenues are recognized. These deductions from gross revenue are established by us 
as our best estimate at the time of sale adjusted to reflect known changes in the factors that impact such reserves.  
  

Historically, we provided research services under certain grant agreements, including federal grants from the 
National Institutes of Health. We recognized revenue for these research services as the services are performed. 
Revenue from grants was recognized over the contractual period of the related award.  

  

Results of Operations  
  

Three Months Ended March 31, 2009 Compared to 2008  
  

Product Sales, Research and Development Revenue.  Our revenue-producing activities during the three months 
ended March 31, 2009 and 2008, consisted of sales of our urokinase product and services provided under research 
grants and contracts. Our total revenues decreased from $1.9 million in the first quarter of 2008 to $26,000 in the first 
quarter of 2009, primarily as a result of the decline in revenue recognized on product sales which accounted for 
$1.8 million of our revenue in the first quarter of 2008 and $26,000 for the same period in 2009. The decrease in 
revenues is attributable to an ongoing reduction in channel inventory since divesting the product to Microbix in 
September 2008.  
  

Cost of Product Sales.  Cost of product sales was $0.8 million in the first quarter of 2008 compared to $13,000 
for the first quarter of 2009. The decrease in cost of product sales was attributable to an ongoing reduction in channel 
inventory since divesting urokinase to Microbix.  
  

Research and Development Expenses.  Research and development expenses decreased from $1.6 million to 
$39,000 in the first quarter of 2008 and 2009, respectively. This decrease was principally a result of the wind down 
of our clinical trial and reduced salaries as a result of restructuring activities.  
  

General and Administrative Expenses.  General and administrative expenses decreased from $2.0 million to 
$0.3 million in the first quarter of 2008 and 2009, respectively. This decrease was principally a result of the cost 
saving activities related to our June 2008 restructuring which reduced salaries and other costs related to maintain a 
public company infrastructure.  
  

Interest and Other Income.  Interest and other income decreased from $0.1 million in the first quarter 2008 to 
$14,000 in the first quarter 2009, as a result of a lower cash balance.  
  

Interest Expense.  Interest expense decreased from $0.2 million in the first quarter of 2008 to zero in the first 
quarter of 2009. The interest expense was related to the note that was payable to Abbott Laboratories. The note was 
indefeasibly paid as of April 17, 2008.  
  

Gain on Settlement of accounts payable and other liabilities.  In the first quarter of 2009, we settled an 
outstanding lease obligation which resulted in a gain of $0.1 million.  

  

Liquidity and Capital Resources  
  

Sources of Liquidity  
  

We have incurred losses since our organization on October 7, 1999. At March 31, 2009, we had an accumulated 
deficit of $91.6 million. We have historically financed our operations principally through the public offering and 
private placement of shares of our common and preferred stock and convertible notes, government grants, and 
product sales. At March 31, 2009, we had $0.4 million in cash and cash equivalents.  
  

In April 2006, we acquired from Abbott Laboratories the assets related to urokinase, including the remaining 
inventory of finished product, all regulatory and clinical documentation, validated cell lines, and intellectual property 
rights, including trade secrets and know-how relating to the manufacture of urokinase using the tissue culture 
method. The purchase price for the assets was $20.0 million, which was paid in the form of $5.0 million in cash and 
the issuance of a $15.0 million non-recourse promissory note with an initial maturity date of December 31, 2007, 
which was later extended to March 31, 2008. On April 17, 2008, we  
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entered into a satisfaction, waiver and release agreement with Abbott Laboratories regarding payment of the note. 
Under the terms of the agreement, we were required to pay Abbott Laboratories $5.2 million in cash and upon 
payment of the funds, the debt obligation was deemed to be indefeasibly paid in full by us and the note was cancelled 
and returned to us.  
  

On September 23, 2008, we divested our urokinase assets to Microbix. Through this transaction, Microbix 
acquired the remaining urokinase inventory and related assets and assumed full responsibility for ongoing 
commercial and regulatory activities associated with the product. Microbix paid to us an upfront payment of 
$2.0 million and assumed up to $0.5 million in chargeback and other liabilities for commercial product currently in 
the distribution channel. If the assumed chargeback and other liabilities paid by Microbix are less than the 
$0.5 million assumed, Microbix will issue payment to us for the difference. Microbix also agreed to make an 
additional payment of $2.5 million upon release by the FDA of the three lots of urokinase that are currently subject to 
a May 2008 Approvable Letter. Microbix is presently working with the FDA to secure the release of the three lots of 
urokinase. As of May 12, 2009, Microbix has not secured the release of the three lots from the FDA. There can be no 
assurances that Microbix will be successful in securing such release. If Microbix is unable to secure the release of the 
three lots we will not be entitled to the additional $2.5 million payment. If Microbix is able to secure the release of 
the three lots of urokinase, given the remaining expiry date on the lots, it is uncertain that Microbix will be in a 
position to make the full $2.5 million payment.  

  

Cash Flows  
  

Net Cash Used in Operating Activities.  Net cash used in operating activities was $1.8 million for the three 
months ended March 31, 2008 and $0.3 million for the equivalent period in 2009. The net cash used in the three 
months ended March 31, 2008 and 2009 primarily reflects the net loss, offset in part by changes in working capital.  
  

Net Cash Used in Investing Activities.  Net cash used in investing activities was $11,000 and zero for the three 
months ended March 31, 2008 and 2009, respectively. Net cash used in investing activities for the three months 
ended March 31, 2008 primarily reflects purchases of property and equipment, including information technology, 
laboratory and office equipment.  
  

Net Cash Used in Financing Activities.  Net cash used in financing activities was $0.7 million for the three 
months ended March 31, 2008 and zero for the same period in 2009. Net cash used in financing activities for the 
three months ended March 31, 2008 was primarily attributable to the $1.1 million payment of escrow funds to Abbott 
Laboratories offset partially by the change in the escrow account balance.  

  

Operating Capital and Capital Expenditure Requirements  
  

Historically, our primary source of liquidity has been the public offering and private placement of shares of our 
common and preferred stock and convertible notes, government grants and product sales of urokinase. We do not 
currently have a significant source of cash.  
  

In furtherance of the June 2008 restructuring we are now exploring strategic alternatives for our clinical-stage 
SonoLysis program and other Company assets, which may involve the disposition of substantially all of these assets. 
As a result of the sale of all of our urokinase assets to Microbix on September 23, 2008, we have sufficient capital to 
fund our operating needs into the third quarter of 2009. Our operating needs include the planned costs to operate our 
business and the amount required to fund our working capital and capital expenditures. At the present time, we have 
no material commitments for capital expenditures.  
  

We cannot be sure that our existing cash and cash equivalents will be adequate, or that additional financing will 
be available when needed, or that, if available, such financing will be obtained on terms favorable to us or our 
stockholders. Failure to obtain adequate cash resources may adversely affect our ability to operate as a going 
concern. If we raise additional funds by issuing equity securities, or enter into a strategic transaction, substantial 
dilution to existing stockholders will likely result. If we raise additions funds by incurring debt obligations, the terms 
of the debt will likely involve significant cash payment obligations as well as covenants and specific financial ratios 
that may restrict our ability to operate our business.  
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Based on an evaluation of the effectiveness of our disclosure controls and procedures, as such term is defined 
under Rule 13a-15(e) promulgated under the Securities Exchange Act of 1934, as amended, due to the restructuring 
plan initiated in June 2008 including the significant reduction in personnel in the accounting, finance and legal 
function, our principal executive officer and principal financial officer concluded that our disclosure controls and 
procedures were ineffective as of the end of the period covered by this report.  
  

No change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the 
Exchange Act) occurred during the three-month period ended March 31, 2009, that has materially affected, or is 
reasonably likely to materially affect, our internal control over financial reporting.  

  

PART II  
  

OTHER INFORMATION  

  

  

As of the date of this Quarterly Report on Form 10-Q, we were not involved in any material legal proceedings.  
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Item 1.   Legal Proceedings. 

Item 6.   Exhibits. 
     

Exhibit    
Number   Description of Document

  

  31 .1   Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer 
  31 .2   Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer 
  32   

  
Section 1350 Certification of Periodic Financial Report by the Chief Executive Officer and Chief 
Financial Officer 
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SIGNATURES  
  

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

  

IMARX THERAPEUTICS, INC.  

  

Bradford A. Zakes,  
President and Chief Executive Officer  
(Principal Executive Officer and Principal Financial 
Officer)  

  

Date: May 14, 2009  
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 By:  /s/  BRADFORD A. ZAKES
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EXHIBIT INDEX  

  
     

Exhibit     
Number   Description of Document

  

  31 .1   Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer 
  31 .2   Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer 
  32   

  
Section 1350 Certification of Periodic Financial Report by the Chief Executive Officer and Chief 
Financial Officer 
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TO VOT E BY MAIL , PL EAS E DE TACH P ROXY CARD HE RE  Im aRx T herapeutics , Inc. S PE CI AL ME ET ING OF  ST OCKHOL DERS  Augus t 31, 2009 T HIS  PROXY IS  SOL ICIT ED ON BE HALF  OF T HE BOARD OF DI RE CTORS  OF IMARX THE RAPE UTI CS , INC. T he unders igned s tockholder  of I maRx T herapeuti cs , I nc. her eby acknowledges  receipt of the Notice of S peci al  Meeting  of St ockholders  and Pr oxy St at em ent  for  the Special Meet ing of Stockholder s of  ImaRx T herapeutics , Inc., to  be held on Augus t 31, 20 09, and hereby appoi nts Br ad ford  A. Zakes , proxy and  at torney - in-fact, with f ull power  of subs titutio n an d resubst itution, o n behalf and in the name of the un der si gned, to r epr esent t he unders igned at such meeting and at any adjo urnment o r pos tponement t her eof, and t o vote all shares  of commo n sto ck t hat the unders igned wou ld be entitled to  vote if t hen and there personally present , on the matter s set for th below. T HIS  PROXY WIL L BE  VOTE D AS DI RECTE D OR, IF  NO CONTRARY DIRE CT ION I S I NDICATE D, WIL L BE  VOTE D FOR EACH OF  THE  LI ST ED P ROP OSAL S, AND AS THE  PROXYHOLDE RS DE EM ADVIS ABLE  ON SUCH OT HER MATT ERS AS MAY CO ME  BEFORE  THE  SP ECIAL  MEE TI NG AND 
AT ANY ADJOURNME NT  OR P OST PONE ME NT T HE RE OF. T HIS  PROXY, WHEN P ROPERL Y EXE CUTE D, WIL L BE  VOTE D IN T HE  MANNE R DIRE CT ED HE REI N BY THE  UNDERS IGNE D STOCKHOL DER( S). T HE  BOARD OF  DIRECT ORS RECOMME NDS A VO TE  FOR PROPOS ALS  1, 2, AND 3. P LE ASE COMPL ET E , DATE , SI GN, AND MAIL  THI S PROXY CARD PROMPTL Y IN THE  ENCL OSED POST AGE - PAID E NVEL OPE  OR PROVIDE  YOUR INS TRUCTI ONS T O VOTE  VIA T HE I NTE RNET  OR BY TE LE PHONE . (Continued, and  to be marked, dated and s igned, on th e o ther s ide) Address Change (Mark the co rresponding  box on the r ev er se s ide) R E  V O C A B L E  P R O X Y




