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April 30, 2001

Dear Stockholder:

You are cordially invited to attend the 2001 Annual Meeting of
Stockholders of NeoTherapeutics, Inc. (the "Company") to be held on Monday, June
11, 2001, at the Irvine Marriott, 18000 Von Karman Avenue, Irvine, California
92612, beginning at 3:30 p.m., local time.

The business to be conducted at the Annual Meeting includes the
following: (1) election of three Class II directors to serve three-year terms;
(2) approval of the issuance of preferred stock or debentures and issuance of
common stock upon the conversion of the preferred stock or debentures pursuant
to exchange rights granted as part of a financing transaction completed on
September 21, 2000; (3) approval of the issuance of preferred stock and issuance
of common stock upon the conversion of the preferred stock pursuant to exchange
rights granted as part of a financing transaction completed on December 18,
2000; (4) approval of the issuance of convertible debentures and warrants, and
the issuance of common stock upon conversion of the debentures and exercise of
the warrants, as part of a financing transaction; (5) approval of a 1,000,000
share increase in the number of shares of common stock issuable under the 1997
Stock Incentive Plan; (6) approval of NeoTherapeutics, Inc. Employee Stock
Purchase Plan; and (7) ratification of the selection of independent public
accountants, as well as consideration of any other matters which may properly
come before the Annual Meeting and any adjournment thereof. All of these matters
are described in detail in the accompanying Notice of Annual Meeting and Proxy
Statement. In addition, we will be pleased to report on the affairs of the
Company and a discussion period will be provided for questions and comments of
general interest to stockholders.
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It is important that your shares be represented; therefore, even if you
presently plan to attend the Annual Meeting, PLEASE COMPLETE, SIGN, AND DATE AND
PROMPTLY RETURN THE ENCLOSED PROXY CARD IN THE ENVELOPE PROVIDED. If you do
attend the Annual Meeting and wish to vote in person, you may withdraw your
proxy at that time.

I look forward to seeing you at the Annual Meeting.
Very truly yours,

/s/ ALVIN J. GLASKY
Alvin J. Glasky, Ph.D.
Chief Executive Officer and Chairman of the Board

157 Technology Drive, Irvine, California 92618
Tel (949) 788-6700 Fax (949) 788-6706

NEOTHERAPEUTICS, INC.
157 TECHNOLOGY DRIVE
IRVINE, CALIFORNIA 92618

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD JUNE 11, 2001

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders (the
"Annual Meeting") of NeoTherapeutics, Inc. (the "Company") will be held at the
Irvine Marriott, 18000 Von Karman Avenue, Irvine, California 92612, on Monday,
June 11, 2001 at 3:30 p.m., local time, for the following purposes:

(1) To elect three Class II directors to serve until the 2004 Annual
Meeting of Stockholders, or until their successors have been duly
elected and qualified;

(2) To approve the issuance of preferred stock or debentures and
issuance of common stock upon the conversion of the preferred
stock or debentures pursuant to exchange rights granted as part
of a financing transaction completed on September 21, 2000;

(3) To approve the issuance of preferred stock and issuance of common
stock upon the conversion of the preferred stock pursuant to
exchange rights granted as part of a financing transaction
completed on December 18, 2000;

(4) To approve the issuance of convertible debentures and warrants,
and the issuance of common stock upon conversion of the
debentures and exercise of the warrants, as part of a financing
transaction;

(5) To approve a 1,000,000 share increase in the number of shares of
common stock issuable under the 1997 Stock Incentive Plan;

(6) To approve the NeoTherapeutics, Inc. Employee Stock Purchase
Plan;
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(7) To ratify the selection of Arthur Andersen LLP as the Company's
independent public accountants for the current fiscal year; and

(8) To transact any other business as may properly come before the
Annual Meeting and any adjournment thereof.

Stockholders of record at the close of business on April 20, 2001, are
entitled to notice of, and to vote at, the Annual Meeting and any adjournment
thereof. All stockholders are cordially invited to attend the Annual Meeting in
person. A list of such stockholders will be available for examination by any
stockholder at the Annual Meeting and, for any purpose germane to the Annual
Meeting, at the principal business office of the Company, 157 Technology Drive,
Irvine, California, for a period of ten days prior to the Annual Meeting.

By Order of the Board of Directors

/s/ SAMUEL GULKO
Samuel Gulko
Secretary
Irvine, California
April 30, 2001

YOUR VOTE IS IMPORTANT

PLEASE COMPLETE, SIGN AND DATE THE ACCOMPANYING PROXY CARD, AND RETURN
IT IN THE PREADDRESSED ENVELOPE PROVIDED. NO POSTAGE IS NECESSARY IF MAILED IN
THE UNITED STATES

NEOTHERAPEUTICS, INC.
157 TECHNOLOGY DRIVE
IRVINE, CALIFORNIA 92618

ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD JUNE 11, 2001

GENERAL

This Proxy Statement is furnished in connection with the solicitation of
proxies by the Board of Directors (the "Board") of NeoTherapeutics, Inc. (the
"Company" or "NeoTherapeutics") for use at the Annual Meeting of Stockholders of
the Company (the "Annual Meeting") to be held on Monday, June 11, 2001, at 3:30
p-m., local time. The Annual Meeting will be held at the Irvine Marriott Hotel,
18000 Von Karman Avenue, Irvine, California, 92612. This Proxy Statement and the
accompanying proxy are first being mailed on or about April 30, 2001.

REVOCABILITY OF PROXIES

An executed proxy may be revoked at any time before its exercise by
delivering to the Secretary of the Company a written notice of revocation or a
duly executed proxy bearing a later date. Prior to the date of the Annual
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Meeting, any such notice or subsequent proxy must be delivered to the Secretary
of the Company at 157 Technology Drive, Irvine, California 92618, the principal
headquarters of the Company. On the date of the Annual Meeting, such notice or
subsequent proxy should be delivered in person at the Annual Meeting prior to
the time of the vote. Accordingly, the execution of the enclosed proxy will not
affect a stockholder's right to vote in person should such stockholder find it
convenient to attend the Annual Meeting and desire to vote in person, so long as
the stockholder has revoked his or her proxy prior to its exercise in accordance
with these instructions.

VOTING AND SOLICITATION

On April 20, 2001, the record date with respect to this solicitation,
18,431,791 shares of the Company's common stock ("Common Stock") were
outstanding. No other securities are entitled to vote at the Annual Meeting.
Only stockholders of record on such date are entitled to notice of and to vote
at the Annual Meeting and at any adjournment thereof. Each stockholder of record
is entitled to one vote for each share held as of the record date on all matters
to come before the Annual Meeting and at any adjournment thereof.

The holders of a majority of the outstanding shares of the Company's
Common Stock, present in person or by proxy and entitled to vote, will
constitute a quorum at the Annual Meeting. Proxies marked "withheld" as to any
director nominee or "abstain" as to a particular proposal and broker non-votes
are counted by the Company for purposes of determining the presence or absence
of a quorum at the Annual Meeting for the transaction of business.

The director nominees receiving the highest number of affirmative votes
of the shares present or represented by proxy and entitled to vote, up to the
number of directors to be elected in each Class at the Annual Meeting (three
Class II directors), shall be elected as directors. Accordingly, abstentions and
broker non-votes will have no effect in determining which directors receive the
highest number of votes. Ratification of the selection of Arthur Andersen LLP as
the Company's independent public accountants, and approval of any other matter
that properly comes before the Annual Meeting, must be accomplished by the
affirmative votes of a majority of the

shares present or represented and entitled to be voted at the Annual Meeting.
The vote required for approval and the effect of proxies marked "abstain" and
broker non-votes on Proposals 2, 3, 4, 5, and 6 are discussed under each
respective Proposal.

The shares represented by all valid proxies received will be voted in
accordance with the instructions specified therein. Unless otherwise directed in
the proxy, the persons named therein will vote FOR the election of each of the
Class II director nominees and FOR each of the other proposals. As to any other
business that may properly come before the Annual Meeting, they will vote in
accordance with their best judgment. The Company presently does not know of any
other such business.

Proxies for use at the Annual Meeting are being solicited by the Board
of Directors of the Company. Proxies will be solicited principally by mail. If
desirable, to ensure a quorum at the Annual Meeting, officers, directors, agents
and employees of the Company may contact stockholders, banks, brokerage houses
and others, by telephone, facsimile or in person to request that proxies be
furnished. All expenses incurred in connection with this solicitation will be
borne by the Company. These costs include reimbursements to banks, brokerage
houses and other custodians, nominees and fiduciaries for their reasonable
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expenses in forwarding proxy materials to beneficial owners of the Company's
Common Stock. However, officers, directors and employees will not receive
additional compensation for these services. The Company has engaged Georgeson &
Company Inc. ("Georgeson") to solicit proxies and distribute materials to banks,
brokerage houses and other custodians and nominees. The Company will pay
Georgeson a fee of approximately $7,500.00 plus expenses for these services.

EXECUTIVE OFFICERS

The following table provides information regarding the executive
officers, their ages, the year in which each first became an officer of the
Company, and their principal occupations or employment.

NAME AND AGE

F. Jacob Huff, M.D. (52) F. Jacob Huff, M.D. has been Vice President
Clinical Affairs of the Company since
November 2000. From 1998 until November
2000, Dr. Huff was a consultant for the
Company, as well as for Cephalon, CroMedica,
Curatek, and Searle. From 1989 to 1998, Dr.
Huff served in various clinical development
positions, most recently as Vice President,
Global Therapeutic Area Neuroscience, at
Hoechst Marion Roussel, Inc., which is now
incorporated as Aventis. He managed
development programs in Alzheimer's disease,
vascular dementia, stroke, schizophrenia and
epilepsy. From 1998 through 2000, Dr. Huff
was a Clinical Professor of Neurology at the
University of California, Irvine.
Previously, he held faculty appointments at
the University of Medicine and Dentistry of
New Jersey, Medical College of Pennsylvania,
University of Pittsburgh, and Harvard
Medical School. Dr. Huff completed
fellowships in neurology at the
Massachusetts General Hospital and in
psychology at the Massachusetts Institute of
Technology. He completed a residency in
neurology at the University of Texas, and
internship in internal medicine at the
Medical College of Ohio. He received his
M.D. degree from the Medical College of Ohio
in 1978, and a B.A. degree from Northwestern
University in 1970. Dr. Huff is a licensed
physician in the State of California, and is
certified in neurology by the American Board
of Psychiatry and Neurology. Dr. Huff is a
Fellow of the American Academy of Neurology,
a Founding Board Member of the American
Society for Experimental Neurotherapeutics,
and a member of the World Federation of
Neurology Research Group on the Dementias.
Dr. Huff has authored over 60 publications
dealing with various subjects in neurology
and neurotherapeutics.

Luigi Lenaz, M.D. (60) Luigi Lenaz, M.D. has served as Vice
President, Oncology Division since November
2000. Prior to joining NeoTherapeutics,
Inc., he was Senior Vice President of
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John McManus (36)

Michelle S.

D.

Scott Wieland,

Glasky,

Ph.

Ph.

D

D.

.7

MBA (41)

Clinical Research and Medical Affairs from
October 1997 to

June 2000 of SuperGen, Inc. Previously, he
was Senior Medical Director, Oncology
Franchise Management for Bristol-Myers
Squibb from 1990 to 1997 and was Director,
Scientific Affairs, Anti-Cancer for
Bristol-Myers Squibb from 1978 to 1990. Dr.
Lenaz was a Post Doctoral Fellow at both the
Memorial Sloan—-Kettering Cancer Center in
New York and the National Cancer Institute
in Milan, Italy. He received his medical
training at the University of Bologna
Medical School in Bologna, Italy.

John McManus has served as Vice President,
Investor Relations since November 15, 2000.
Prior to joining NeoTherapeutics, Inc., he
was President of McManus Financial
Consultants, an investor relations
consulting and support services firm,
founded in 1989. Previously he served in
senior management and marketing positions
for several national logistics and air
transportation companies. Mr. McManus
received his B.S. in International Finance
and Business Economics from the University
of Southern California, in 1986.

Michelle S. Glasky, Ph.D. joined
NeoTherapeutics as Director of Scientific
Affairs in July 1996 and was promoted to
Vice President, Scientific Affairs in June
1997. Prior to joining NeoTherapeutics, Dr.
M. Glasky was employed in the Department of
Pathology, University of Southern California
School of Medicine, as a Research Associate
and Laboratory Administrator from February
1991 until July 1996. Dr. M. Glasky served
as a consultant to the Company from August
1990 to July 1996. Dr. M. Glasky holds a
non-salaried research associate position at
the University of California, Irvine. Dr. M.
Glasky received a B.A. degree in
Microbiology from the University of
California, San Diego in 1981, and a Ph.D.
degree in Biomedical Sciences from the
University of Texas Health Science Center,
Houston, in 1988. Dr. M. Glasky completed a
post-doctoral fellowship at Stanford
University School of Medicine. Michelle S.
Glasky, Ph.D. is the adult daughter of Dr.
Alvin J. Glasky.

D. Scott Wieland, Ph.D., MBA, joined
NeoTherapeutics as Director of Regulatory
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Affairs in July 1997, became Director of
Drug Development and Regulatory Affairs in
1998, and was promoted to Vice President,
Product Development and Regulatory Affairs
in July 1999. Prior to joining
NeoTherapeutics, Dr. S. Wieland was employed
by CoCensys from 1990-1997, a
biopharmaceutical company specializing in
CNS disorders. Dr. S. Wieland received a
B.S. degree in Physiological Psychology from
the University of California, Santa Barbara
in 1981, a M.A. degree in Psychology from
the University of Arizona, Tucson, Arizona
in 1984, a Ph.D. in Biopsychology from the
University of Arizona in 1987, and a M.B.A.
from Webster University, Irvine, California
in 1998. Dr. S. Wieland completed a
post-doctoral fellowship in Behavioral
Pharmacology at the University of
Pennsylvania, Department of Psychiatry.

PROPOSAL 1
ELECTION OF DIRECTORS

The Board of Directors of the Company currently consists of nine
directors, divided into three classes. Each Class is elected in successive years
and serves a term of three years. The Class I directors, whose term expires at
the Annual Meeting of Stockholders in 2003, are Samuel Gulko, Eric L. Nelson,
Ph.D. and Paul H. Silverman, Ph.D., D.Sc. The Class II director nominees, whose
term expires at the Annual Meeting of Stockholders in 2004, are Mark J. Glasky,
Carol O'Cleireacain, Ph.D. and Rajesh C. Shrotriya, M.D. The Class III
directors, whose term expires at the Annual Meeting of Stockholders in 2002 are
Alvin J. Glasky, Ph.D., Ann C. Kessler, Ph.D. and Armin

M. Kessler. Each director elected will serve the term for which he or she was
nominated and until the election and qualification of his or her successor or
until his or her earlier resignation or removal.

Unless otherwise specified, the enclosed proxy will be voted in favor of
the Class II director nominees named below. If any nominee or director should
become unavailable to serve as a Director, the persons named in the enclosed
proxy will be authorized to vote for such other person or persons as the Board
of Directors may designate. All nominees have consented to be named and have
indicated their intent to serve if elected. The Board of Directors has no reason
to believe that any of the nominees will be unable to serve.

The following table provides information regarding the nominees and the
other continuing members of the Board of Directors, their ages, the year in
which each first became a director of the Company, their principal occupations
or employment during the past five years and any family relationship with any
other director or executive officer of the Company:

CLASS II NOMINEES FOR TERMS EXPIRING AT THE 2004 MEETING



Edgar Filing: NEOTHERAPEUTICS INC - Form DEF 14A

NAME AND AGE

Mark J. Glasky (39)

Carol O'Cleireacain,

Rajesh C.

Shrotriya,

Ph.D.

M.D.

(54)

(57)

Mark J. Glasky has been a director of
NeoTherapeutics since August 1994. Since
1982, Mr. Glasky has been employed by Bank
of America in various corporate lending
positions and currently serves as Senior
Vice President and Credit Products Executive
for California Commercial Banking. Mr.
Glasky obtained a B.S. degree in
International Finance from the University of
Southern California in 1983 and an M.B.A.
degree in Corporate Finance from the
University of Texas at Austin in 1987. Mark
J. Glasky is the adult son of Dr. Alvin J.
Glasky.

Carol O'Cleireacain, Ph.D., has been a
director of NeoTherapeutics since September
1996. Dr. O'Cleireacain has been
self-employed as an economic and management
consultant in New York City since 1994.
Since 1998, Dr. O'Cleireacain has served as
Senior Fellow (non-resident) at the
Brookings Institution in Washington D.C.,
where previously, from March 1996 until June
1997, as a Visiting Fellow, Economic
Studies, she authored The Orphaned Capital:
Adopting the Right Revenues for the District
of Columbia. During 1998, Dr. O'Cleireacain
served as a member of the President's
Commission to Study Capital Budgeting, and
during 1997, Dr. O'Cleireacain served as a
member of the National Civil Aviation Review
Commission. Since May 1996, Dr.
O'Cleireacain has served as a director and
member of the Executive Committee of
Trillium Asset Management (formerly known as
Franklin Research and Development Corp.), an
employee-owned investment company in Boston.
From April 1994 through April 1996, Dr.
O'Cleireacain served as the first nominee of
the United Steelworkers of America and the
first woman director of ACME Metals Inc. Dr.
O'Cleireacain served as the Director of the
Mayor's Office of Management and Budget of
the City of New York from August 1993 until
December 1993. From February 1990 until
August 1993, Dr. O'Cleireacain was the
Commissioner of the New York City Department
of Finance. Dr. O'Cleireacain received a
B.A., with distinction, in Economics from
the University of Michigan in 1968, an M.A.
in Economics from the University of Michigan
in 1970 and a Ph.D. in Economics from the
London School of Economics in 1977.

Rajesh C. Shrotriya, M.D., has been
President and Chief Operating Officer of the
Company since September 1, 2000. Prior to
joining



NAME AND AGE

Samuel Gulko
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(69)

CLASS I DIRECTORS

NeoTherapeutics, Dr. Shrotriya held the
position of Executive Vice President and
Chief Scientific Officer from November 1996
until August 2000, and as Senior Vice
President and Special Assistant to the
President from November 1996 until May 1997,
for SuperGen, Inc., a publicly-held
pharmaceutical company focused on drugs for
life-threatening diseases, particularly
cancer. From August 1994 to October 1996,
Dr. Shrotriya held the positions as Vice
President, Medical Affairs and Vice
President, Chief Medical Officer of MGI
Pharma, Inc., an oncology company. Dr.
Shrotriya spent 18 years at Bristol-Myers
Squibb Company in a variety of positions
most recently as Executive Director,
Worldwide CNS Clinical Research. Previously,
Dr. Shrotriya held various positions at
Hoechst Pharmaceuticals, most recently as
Medical Advisor. Dr. Shrotriya was an
attending physician and held a courtesy
appointment at St. Joseph Hospital in
Stamford, Connecticut. In addition, he
received a certificate for Advanced
Biomedical Research Management from Harvard
University. Dr. Shrotriya received his M.D.
degree from Grant Medical College, Bombay,
India, in 1974; his D.T.C.D. (Post Graduate
Diploma in Chest Diseases) degree from Delhi
University, V.P. Chest Institute, Delhi,
India, in 1971; M.B.B.S. (Bachelor of
Medicine and Bachelor of Surgery -
equivalent to an M.D. degree in the U.S.)
from the Armed Forces Medical College,
Poona, India, in; 1967; and a B.S. with
Chemistry degree from Agra University,
Aligarh, India, in 1962.

WHOSE TERMS EXPIRE IN 2003

Samuel Gulko has served as the Chief
Financial Officer of NeoTherapeutics since
October 1996, as Secretary, Treasurer and a
director since June, 1998, and as Senior
Vice President since June 2000. From 1968
until March 1987, Mr. Gulko served as a
partner in the audit practice of Ernst &
Young, LLP, Certified Public Accountants.
From April 1987 to July 1996, Mr. Gulko was
self-employed as a Certified Public
Accountant and business consultant, as well
as the part-time Chief Financial Officer of
several private companies. Mr. Gulko
obtained his B.S. degree in Accounting from
the University of Southern California in

10



Eric L. Nelson,

Paul H.
Silverman,

Ph.

D
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Ph.

.7

D.

D

(76)

.Sc.

(76)

1958.

Eric L. Nelson, Ph.D., has been a director
of NeoTherapeutics since June 1998 and a
member of our Scientific Advisory Board
since 1987. Dr. Nelson has been
self-employed as a pharmaceutical research
consultant since 1986. He was a founder, and
served as Chairman from 1972 until 1986, of
Nelson Research and Development Corporation,
a publicly held corporation engaged in
research and development of drug receptor
technology applied to the development of
pharmaceutical products and novel drug
delivery systems. Prior to 1972, Dr. Nelson
spent eleven years at Allergan
Pharmaceuticals, Inc., a developer of eye
care products, where as Vice President of
Research he was responsible for establishing
Allergan's entire research organization. Dr.
Nelson received his doctorate degree in
Microbiology from UCLA in 1951 and has
authored numerous publications. He is the
inventor on various patents in the areas of
microbiology, immunology, molecular biology
and pharmacology.

Paul H. Silverman, Ph.D., D.Sc., has been a
director of NeoTherapeutics and member of
our Scientific Advisory Board since

September 1996. Dr. Silverman has served as
a Director for the Western Center of the
American Academy of Arts and Sciences,
located on the University of California,
Irvine campus since March 1997. Since March
1993, Dr. Silverman has also been an Adjunct
Professor in the Department of Medicine at
the University of California, Irvine. From
January 1994 until July 1996, Dr. Silverman
served as an Associate Chancellor for the
Center for Health Sciences at the University
of California, Irvine. From August 1992
until January 1994, Dr. Silverman served as
the Director of Corporate and Government
Affairs at the Beckman Laser Institute and
Medical Clinic in Irvine, California. From
November 1990 until December 1993, Dr.
Silverman served as Director of Scientific
Affairs at Beckman Instruments, Inc. Prior
to 1990, Dr. Silverman served as the
Director of the Systemwide Biotechnology
Research and Education Program for the
University of California; the Director of
the Donner Laboratory and an Associate
Director of the Lawrence Berkeley Laboratory
at the University of California, Berkeley;

11
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Alvin J. Glasky,

Ann C. Kessler,
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as the President of the University of Maine
at Orono; as the President of The Research
Foundation of the State University of New
York, and as the head of the Department of
Immunoparasitology at Glaxo, Ltd. Dr.
Silverman received his Ph.D. in Parasitology
and Epidemiology and his Doctor of Science
degree from the University of Liverpool,
England.

CLASS III DIRECTORS WHOSE TERMS EXPIRE IN 2002

Ph.

Ph.

D.

D.

(67)

Alvin J. Glasky, Ph.D., has been Chief
Executive Officer, President, Chief
Scientific Officer and a director of
Advanced ImmunoTherapeutics, Inc. ("AIT")
since its inception in June 1987, and has
served as the Chairman of the Board, Chief
Executive Officer and Chief Scientific
Officer and a director of the Company since
July 1989, when AIT became a wholly-owned
subsidiary of NeoTherapeutics. From March
1986 to January 1987, Dr. Glasky was
Executive Director of the American Social
Health Association, a non-profit
organization. From 1968 until March 1986,
Dr. Glasky was the President and Chairman of
the Board of Newport Pharmaceuticals
International, Inc., a publicly-held
pharmaceutical company that developed,
manufactured and marketed prescription
medicines. From 1966 to 1968, Dr. Glasky
served as Director of Research for ICN
Pharmaceutical, Inc. and as Director of the
ICN-Nucleic Acid Research Institute in
Irvine, California. During that period, he
was also an assistant professor in the
Pharmacology Department of the Chicago
Medical School. Dr. Glasky currently is a
Regent's Professor at the University of
California, Irvine. Dr. Glasky received a
B.S. degree in Pharmacy from the University
of Illinois College of Pharmacy in 1954 and
a Ph.D. degree in Biochemistry from the
University of Illinois Graduate School in
1958. Dr. Glasky was also a Post-Doctoral
Fellow, National Science Foundation, in
Sweden. Dr. Glasky is the father of Mark J.
Glasky and Dr. Michelle S. Glasky.

Ann C. Kessler, Ph.D., has been a director
of NeoTherapeutics since November 12, 1999.
From January 1969 until she retired in June
1995, Dr. Ann Kessler held a number of
management positions with Hoffmann-La Roche
in Basel, Switzerland and Nutley, New
Jersey. Most recently, Dr. Ann Kessler was
Director of International Project Management
and was responsible for global project
development decisions. Dr. Ann Kessler's

12
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(63)

previous appointments included Director

of the Division of Exploratory Research and
Director of the Departments of Pharmacology,
Chemotherapy, and Biochemical Nutrition. Dr.
Ann Kessler has authored over 100
publications dealing with obesity, lipid
metabolism and appetite regulation, and has
20 patents issued concerning pharmacological
approaches to diseases. Dr. Ann Kessler
obtained her B.S. degree from the College of
Notre Dame of Maryland in 1965, M.S. in
Biological Sciences from Northwestern
University, Evanston, Illinois in 1967, and
a Ph.D. in Biochemistry from New York
University in 1973. Dr. Ann Kessler is the
wife of Armin M. Kessler.

Armin M. Kessler has been a director of
NeoTherapeutics since November 12, 1999.
From 1983 until he retired in 1995, Mr.
Kessler held a number of executive
management positions with Hoffmann-La Roche
AG including Chief Operating Officer, Head
of the Pharmaceutical Division, Head of the
Diagnostic Division with worldwide
responsibility for pharmaceuticals,
diagnostics, vitamins and chemicals and
Managing Director of Roche U.K. Mr. Kessler
also served as a member of the Board of
Directors and Corporate Executive Committee
of Hoffmann-La Roche AG. Until his
retirement in 1995, Mr. Kessler served as a
member of the Board of Directors of
Genentech Inc. from 1990 and Syntex
Corporation from 1994. During this same
period, Mr. Kessler served on the Executive
Board of Pharmaceutical Partners for Better
Healthcare and as President of the European
Federation of Pharmaceutical Industry
Associations. From 1961 to 1982 Mr. Kessler
held a variety of positions in various
countries with Sandoz Pharmaceuticals
Corporation including Director of Worldwide
Pharmaceutical Marketing, as well as Head of
Patents and Licensing and President of
Sandoz, Japan. Mr. Kessler received a
Bachelor of Science degree in Chemistry and
Physics from the University of Pretoria,
South Africa in 1957, a Bachelor of Science
Honors degree in Chemical Engineering from
The University of Cape Town in 1959, a Juris
Doctorate from Seton Hall University in
1971, and an Honorary Doctorate of Business
Administration from University of Pretoria,
South Africa in 1993. Mr. Kessler qualified
as a U.S. Patent Attorney in 1972. Mr. Armin
Kessler is the husband of Dr. Ann C.

13
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Kessler.

BOARD OF DIRECTORS AND ITS COMMITTEES

During the fiscal year ended December 31, 2000, the Board of the
Directors of the Company met nine times. The Board of Directors has six
committees: the Audit Committee, the Compensation Committee, the Litigation
Committee, the Nominating Committee, the Shareholder Rights Plan Committee and
the Special Function Committee. No director attended fewer than 75% of the
aggregate of all meetings of the Board of Directors or the committees of the
Board, if any, on which such director served and which were held during the
period of time that he or she served on the Board or such committee. The
following sets forth information concerning the pertinent committees:

The Audit Committee is comprised of Dr. Carol O'Cleireacain (who serves
as Chairman), Armin M. Kessler and Dr. Eric L. Nelson. Frank M. Meeks, whose
term expired at the June 12, 2000 Annual Meeting, also served on the Audit
Committee during the first quarter of 2000. The Audit Committee oversees
management's fulfillment of its financial reporting and disclosure
responsibilities and its maintenance of an appropriate internal control system.
It also recommends the appointment of the Company's independent public
accountants and oversees the activities of the Company's financial reporting
function. All members of the Audit Committee are non-employee directors and
satisfy suggested Securities and Exchange Commission and National Association of
Securities Dealers ("NASD") standards with respect to independence, financial
expertise and experience.

11

The Audit Committee held five meetings during 2000. To ensure
independence, the Audit Committee also meets separately with the Company's
independent public accountants and members of management.

The Audit Committee has a charter that specifies its responsibilities
and the Audit Committee believes that it fulfills its charter. The Board of
Directors, upon the recommendation of the Audit Committee, approved the charter
in response to the audit committee requirements adopted by the Securities and
Exchange Commission and the NASD. A copy of the Audit Committee Charter is
attached as Exhibit A.

The Compensation Committee is comprised of Dr. Eric L. Nelson (who
serves as Chairman), Mark J. Glasky, Dr. Ann C. Kessler and Dr. Paul H.
Silverman. The Compensation Committee reviews and recommends the salaries and
bonuses of officers and certain key employees of the Company, establishes
compensation and incentive plans, authorizes and approves the granting of stock
options and restricted stock in accordance with the Company's stock option and
incentive plans, and determines other fringe benefits. The Compensation
Committee held two meetings during 2000.

The Nominating Committee consists of all non-employee directors who are
not up for election at a forthcoming Annual Meeting. The Nominating Committee
reviews and considers candidates for nomination to the Company's Board of
Directors. The Nominating Committee does not consider nominees recommended by
security holders. The Nominating Committee held one meeting during 2000.

DIRECTORS' COMPENSATION

Each of the Company's non-employee directors receives $1,000 for each
Board of Directors meeting and $500 for each committee meeting attended (with
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the Chairperson of the committee receiving $1,000). The directors are also
reimbursed for certain expenses incurred in connection with attendance at Board
meetings. In June 2000, the Company granted to each non-employee director an
option to purchase 15,000 shares of Common Stock at $12.375 per share. In
November 2000, the Company granted to each non-employee director an option to
purchase 25,000 shares of Common Stock at $4.063 per share.

STOCK OWNERSHIP OF BENEFICIAL OWNERS,
DIRECTORS AND EXECUTIVE OFFICERS

The following table sets forth certain information with respect to the
beneficial ownership of the Company's Common Stock as of March 30, 2001 by (i)
each person, or group of affiliated persons, who is known by the Company to own
beneficially 5% or more of the Common Stock, (ii) each director and nominee for
director of the Company, (iii) each of the Named Executive Officers in the
Summary Compensation Table (see "Executive Compensation") except for Steve
Runnels whose employment was terminated in September of 2000, and (iv) all of
the Company's directors and executive officers of the Company as a group. The
information as to each person or entity has been furnished by such person or
entity, and unless otherwise indicated, the persons named in the table have sole
voting and sole investment power with respect to all shares beneficially owned,
subject to community property laws where applicable.

SHARES
BENEFICIALLY

NAME AND ADDRESS OF BENEFICIAL OWNERSHIP (1) OWNED (1)
Alvin J. Glasky, Ph.D. (2) ittt te ettt eeeeeeeeenaaeeeneeeeennns 1,503,748

157 Technology Drive

Irvine, CA 92618
Ingalls & SNYAer, L.L.C.(3) tuiiiuut et eeeeeeeeeeeeeeeeeenneeeeeeeanns 2,553,375
Peter R. Kellogg (4) .ttt ittt eteeeeeeeeeeeeeeeeeeaaeeeeenns 2,194,900
Rajesh C. Shrotriva, M.D. (5) ittt ittt ittt ettt eeaaeaaaanns 122,000
SAMUE L GULKO (0) v it it et et e e et e e et et e et ee e e eeeeeeeeeeeeeeeeeeaeaen 111,516
Mark J. GlasKy (7) (8) tu vttt ittt e et ettt et e st eaeeeeeaeeenaenns 84,229
Michelle S. Glasky, Ph.D. (9) (10) &ttt ittt ettt eeaaanns 52,480
F. Jacob HUff, M.D. (L11) ot ii ittt ittt ettt eeeteeeeeeeneeeeeenennenan 20,000
Ann C. Kessler, Ph.D. (L2) ittt ittt eeeeteeeeeeeneeneeeeeeneeaens 33,750
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SHARES
BENEFICIALLY

NAME AND ADDRESS OF BENEFICIAL OWNERSHIP (1) OWNED (1)
Armin M. KeSS LT (L2) t v ittt ittt ettt et ettt ettt ettt ettt eeeeeeaeaeann 33,750
Luigl Lenaz, M.D. (13) ittt ittt ittt ettt et eeeeeeeeeeaaaaaanes 9,500
John L. MCMANUS (14) v it it it et e e et e e e et et et e ettt eeeeeeeeaeaenaen 26,650
Eric L. Nelson, Ph.D. (15) ittt ittt ittt ettt ettt eeeeeneananan 92,250
Carol O'Cledireacain, Ph.D. (16) ittt ittt ettt teeeeeeeeeeenennenan 75,750
Joseph Rubinfeld, Ph.D. (15) ...ttt ittt ittt ettt teeeeeeeeeennaens 45,750
Paul H. Silverman, Ph.D., D.SC. (16) .ttt iiitietteeeteeeeeeeeenennenan 75,750
D. Scott Wieland, Ph.D., MBA (L17) 4ttt iutteeeeeeeeeeeeeeeeeeenennennn 11,000
All Executive Officers and Directors as a group (15 persons) (18) ..... 2,298,123
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* less than 1%

13

Beneficial ownership is determined in accordance with the rules of the
Securities and Exchange Commission and generally includes voting or
investment power with respect to securities. Shares of common stock subject
to options and warrants currently exercisable or convertible, or
exercisable or convertible within 60 days of March 30, 2001, are deemed
beneficially owned and outstanding for computing the percentage of the
person holding such securities, but are not considered outstanding for
computing the percentage of any other person.

Includes 352,500 shares subject to options held by Dr. Alvin J. Glasky and
23,000 shares subject to options held by Rosalie H. Glasky, which are
currently exercisable or exercisable within 60 days of March 30, 2001. Also
includes 4,000 shares owned by the NeoTherapeutics, Inc. 401(k) Plan, and
23,149 shares beneficially owned by Dr. Glasky's wife, Rosalie H. Glasky.
Does not include 84,229 shares beneficially owned by Mark J. Glasky and
52,480 shares beneficially owned by Dr. Michelle S. Glasky, Dr. Glasky's
adult children, for which Dr. Glasky disclaims beneficial ownership.

Based on a Schedule 13G filed with the Securities and Exchange Commission
on February 13, 2001, Ingalls & Snyder, L.L.C. reported that it had sole

voting and dispositive power over 291,847 shares, including 48,825 shares
issuable upon the exercise of warrants, and shared dispositive power only
over 2,261,528 shares, including 255,725 shares issuable upon exercise of
warrants.

Based on a Schedule 13G filed with the Securities and Exchange Commission
on March 12, 2001, IAT ReInsurance Syndicate Ltd. reported that it had sole
voting and dispositive power over 2,194,900 shares, including 125,000
shares issuable upon exercise of warrants issued to IAT Relnsurance
Syndicate Ltd., which is wholly beneficially owned by Mr. Kellogg.

Includes 100,000 shares subject to options held by Dr. Shrotriya, which are
currently exercisable or exercisable within 60 days of March 30, 2001.

Includes 88,916 shares subject to options held by Mr. Gulko which are
currently exercisable or exercisable within 60 days of March 30, 2001,
1,050 shares subject to currently exercisable warrants and 5,000 shares
owned by the Sam Gulko CPA Defined Contribution Employee Benefit Plan.

Mark J. Glasky is the adult son of Dr. Alvin J. Glasky.

Includes 65,750 shares subject to options held by Mr. Glasky, which are
currently exercisable or exercisable within 60 days of March 30, 2001, and
1,000 shares subject to currently exercisable warrants.

Michelle S. Glasky, Ph.D., is the adult daughter of Dr. Alvin J. Glasky.
Includes 44,000 shares subject to options held by Dr. Michelle S. Glasky,
which are currently exercisable or exercisable within 60 days of March 30,

2001, and 500 shares subject to currently exercisable warrants.

Includes 20,000 shares subject to options held by Dr. Huff, which are
currently exercisable or exercisable within 60 days of March 30, 2001.
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(12) Includes 33,750 shares subject to options held by each of Dr. Ann C.
Kessler and Armin M. Kessler, which are currently exercisable or
exercisable within 60 days of March 30, 2001. Dr. Ann C. Kessler and Armin
M. Kessler are husband and wife.

(13) Includes 7,500 shares subject to options held by Dr. Lenaz, which are
currently exercisable or exercisable within 60 days of March 30, 2001.

(14) Includes 15,000 shares subject to options held by Mr. McManus, which are
currently exercisable or exercisable within 60 days of March 30, 2001,
8,600 shares subject to currently exercisable warrants and 2,050 shares
owned by the John McManus SEP IRA.

(15) Includes 45,750 shares subject to options held by each of Drs. Nelson and
Rubinfeld, which are currently exercisable or exercisable within 60 days of
March 30, 2001.

(16) Includes 65,750 shares subject to options held by each of Drs.
O'Cleireacain and Silverman, which are currently exercisable or exercisable
within 60 days of March 30, 2001.

(17) Includes 11,000 shares subject to options held by Dr. Wieland, which are
currently exercisable or exercisable within 60 days of March 30, 200L1.

(18) Includes 1,018,166 shares subject to options, which are currently
exercisable or exercisable within 60 days of March 30, 2001, and 11,150
shares subject to currently exercisable warrants.

EXECUTIVE COMPENSATION

The following table sets forth summary information concerning the
compensation of our Chief Executive Officer and the other most highly
compensated executive officers whose total salary and bonuses for services
rendered to us and our subsidiaries in all capacities during the fiscal year
ended December 31, 2000 exceeded $100,000 (the "Named Executive Officers"). No
other executive officer received compensation in 2000 in excess of $100,000.

SUMMARY COMPENSATION TABLE

ANNUAL COMPENS

NAME AND PRINCIPAL POSITION YEAR SALARY

Alvin J. Glasky, Ph.D. ..ttt ittt tiia e 2000 $ 252,333 3
Chairman, Chief Executive Officer 1999 210,954
and Chief Scientific Officer 1998 199,998

Rajesh Shrotriva, M.D. ...ttt iii ittt teeeeeeeeanens 2000 75,833 (1)

President and Chief Operating Officer

SamuUeEl GULKO vttt ittt ittt ettt et ettt ettt 2000 170,613
Senior Vice President, Finance, Chief 1999 118,165
Financial Officer, Secretary and Treasurer 1998 109,250

Michelle S. Glasky Ph.D. ... ...ttt 2000 140,225

Vice President, Scientific Affairs
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D. Scott Wieland Ph.D., MBA ... ...ttt nnneennnnn. 2000 151,604
Vice President, Product Development

SLEVE RUNNE LS &ttt ittt ittt ettt ettt st eeeeneeneeaneenns 2000 149,786 (2)
Executive Vice President 1999 167,701
1998 165,940
10
14
(1) Employment commenced on September 1, 2000.

(2) Employment terminated on September 30, 2000.

(3) Includes $319,727 from litigation settlement and $512,506 from warrant
exercise of 88,173 shares at $3.75 exercise price per share.

(4) One time relocation allowance.
Option Grants

The following table sets forth information concerning stock options
granted during the fiscal year ended December 31, 2000, to the Named Executive

Officers:

OPTION GRANTS IN LAST FISCAL YEAR

PERCENTAGE
OF TOTAL

OPTIONS OPTIONS

GRANTED GRANTED TO EXERCISE

(1) (NO. EMPLOYEES IN PRICE EXPIRATION

NAME OF SHARES) FISCAL YEAR ($/SHARE) DATE

Alvin J. Glasky, Ph.D. 100,000 (1) 7% $10.250 06/27/2010

100,000 (1) 7% 4.063 11/22/2010
Rajesh Shrotriya, M.D. 100,000(2) 7% 6.063 09/01/2010

150,000 (3) 11% 6.063 09/01/2010

75,000 (1) 6% 4.063 11/22/2010
Samuel Gulko 50,000(1) 4% 10.250 06/27/2010

75,000 (1) 6% 4.063 11/22/2010
Michelle S. Glasky, Ph.D. 50,000(1) 4% 10.250 06/27/2010

50,000(1) 4% 4.063 11/22/2010
D. Scott Wieland, Ph.D., MBA 50,000(1) 4% 10.250 06/27/2010

50,000(1) 4% 4.063 11/22/2010
(1) The above options become exercisable in increments of 25% per year,

commencing June 27, 2000.

(2) The above options become exercisable in increments of 25% semi annually,
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commencing September 1, 2000.

(3) The above options become exercisable as certain milestones are reached per
agreement.

The potential realizable value is calculated from the exercise price per
share, assuming the market price of our common stock appreciates in value at the
stated percentage rate from the date of grant to the expiration date. Actual
gains, if any, are dependent on the future market price of the common stock.

11
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Options Exercised and Fiscal Year-End Values

The following table sets forth information concerning stock options
exercised during the fiscal year ended December 31, 2000, by the Named Executive
Officers and the value of such officers' unexercised options at December 31,

2000:

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR
AND FISCAL YEAR-END OPTION VALUES

NUMBER OF SECURITIES

NUMBER OF UNDERLYING UNEXERCISED
SHARES OPTIONS AT FISCAL YEAR-END
ACQUIRED VALUE @ ————— = —————————=
NAME ON EXERCISE REALIZED EXERCISABLE UNEXERCISABLE
Alvin J. Glasky, Ph.D. - S - 227,500 387,500
Rajesh J. Shrotriya, M.D. - - - 325,000
Samuel Gulko - - 54,083 175,917
Michelle S. Glasky, Ph.D. - - 42,500 116,500
D. Scott Weiland, Ph.D., MBA - - 10,500 118,500
(1) Based upon the closing price of the common stock on December 29, 2000, as

reported by the NASDAQ National Market of $4.13 per share.
EMPLOYMENT AGREEMENTS

We have entered into an employment agreement with Dr. Alvin J. Glasky,
effective as of December 1, 2000. The agreement requires Dr. Glasky to devote
all of his productive time, attention, knowledge and skill to the affairs of the
Company during the term of the agreement. The agreement provides for an annual
base salary of $300,000 with annual increases and periodic bonuses as determined
by the Board of Directors. The agreement ends on December 31, 2003, and may be
terminated by us with or without cause as defined in the agreement. The
agreement also provides for guaranteed severance payments equal to Dr. Glasky's
annual base salary for the greater of two years or the remaining life of the
agreement upon the termination of employment without cause or upon a change in
control of us.

We also have an employment agreement with Samuel Gulko, which was
effective December 1, 2000. The agreement requires Mr. Gulko to devote all his
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productive time, attention, knowledge and skill to the affairs of the Company
during the term of the agreement. The agreement provides for an annual base
salary of $200,000 with annual increase, periodic bonuses and stock options as
determined by the Board of Directors. The agreement ends on December 31, 2002
and may be terminated by us with or without cause as defined in the agreement.
The agreement also provides for guaranteed severance payments equal to annual
base salary for two years upon the termination of employment without cause or
upon a change in control of us.

Our Board has proposed similar employment agreements for Dr. Rajesh J.
Shrotriya, Dr. Michelle S. Glasky and Dr. D. Scott Weiland, however the terms of
these agreements have not been finalized as of April 30, 2001.

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

Administration. Decisions on compensation of the Company's executive
officers are made by the Compensation Committee of the Board (the "Committee").
Each member of the Committee is a non-employee Director. All decisions made by
the Committee relating to the compensation of the Company's executive officers
are reviewed by the full Board, except for decisions regarding awards under the
Company's stock option and incentive plans which are made solely by the
Committee in order for the grants under such plans to satisfy Rule 16b-3 under
the Securities Exchange Act of 1934, as amended (the "Exchange Act").

Executive Officer Compensation Policy. The Committee's executive
compensation policies are designed to integrate executive compensation with
long-term goals, recognize and reward attainment of management goals and
objectives, and enable the Company to attract and retain executive officers. The
Committee believes a substantial portion of each executive's compensation should
be contingent upon the attainment by the executive of specific management
objectives and is also dependent upon the Company's financial performance.
Accordingly, executives are eligible for annual bonuses that correspond to
varying levels of management and Company performance.

12
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Base Salary. The compensation of each executive officer is reviewed
annually by the Committee, with reference to the executive's performance, level
of responsibility and experience, to determine whether the current base salary
is appropriate. If significant changes in an executive's salary are to be
considered, the Committee shall refer to salary ranges paid executives with
comparable duties in companies of comparable size within the same industry in
the same geographic area in which the Company is located. Such salaries shall be
adjusted, if deemed appropriate by the Committee, in accordance with salary
surveys provided by nationally recognized research organizations. The base
salary of executive officers, other than the Company Chief Executive Officer,
shall be determined by the Committee after consultation with the Chief Executive
Officer. The base salary of the Chief Executive Officer is recommended by the
Committee to the full Board of Directors. Approval by the Board of Directors is
required for any change in base salary of the Chief Executive Officer. In June
2000, the board established base salaries for the Company's executive officers
at approximately the median base compensation level for officers in similar
positions based upon a salary survey provided by a nationally recognized
research organization.

Bonuses. In addition to the base salary, the Committee may establish a
Compensation Plan setting forth a methodology for determining incentive
compensation ("Bonus"), if any, for executive officers. Such plan may also
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include incentive compensation for key managers of the Company. In accordance
with the plan, the Committee shall, in consultation with the Chief Executive
Officer, establish target bonus levels for the Company's executive officers, and
key managers, if appropriate, based on financial resources of the Company. The
actual award of incentive compensation shall be determined by the attainment of
individual management goals and objectives, established to specifically relate
to the individual's position within the Company. All such goals and objectives
shall be supportive of the overall strategy and goals of the Company. Due to the
financial requirements of the Company, the Committee did not award any cash
bonuses in 2000.

Stock Option Grants and Restricted Stock Awards. The Committee endorses
the position that granting stock options and restricted stock awards to the
Company's executive officers can be very beneficial to stockholders because it
aligns management's and stockholders' interests in the enhancement of
stockholder values. Accordingly, from time to time, the Committee has granted
stock options to the executive officers. The number of options received by each
executive officer shall be fixed by the Committee after consideration of
recommendation made by the Chief Executive Officer. The options are exercisable
in installments as determined by the Committee commencing three months from the
date of grant and are granted at an exercise price equal to the price of the
Company's stock at the close of business on the date of t