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Dear Catalyst Shareholders:

In many ways, 2007 was a pivotal year for your company, and we expect to accomplish significant corporate
milestones this year as well. During 2007, we reported successful results from the first double-blind, placebo-
controlled clinical trial of vigabatrin to treat addiction. In 2008, we will be focused on completing our first
U.S. double-blind, placebo-controlled trial using CPP-109, our version of vigabatrin, for the treatment of
cocaine addiction. We are also in the process of launching our U.S. Phase II, double-blind, placebo-controlled
clinical trial evaluating the use of CPP-109 for the treatment of methamphetamine addiction. Further, we hope
to move into the clinic with one or more Phase II trials evaluating the use of CPP-109 to treat other types of
addictions and obsessive compulsive disorders.

Addiction in the Media

Addiction continues to be at the forefront of important social issues. Both Time Magazine and Newsweek
Magazine made addiction their cover story article in issues published within the last twelve months. In both
cases, Catalyst’s work was prominently featured. In the Newsweek article, one of the foremost experts in the
field of addiction noted that the results of our trial provide the best efficacy signal of any trial conducted so
far for treating those addicted to cocaine, and that treatment with vigabatrin seems especially promising, even
for patients that are the hardest to treat — long-term cocaine addicts.

2007 Highlights

In August, we submitted to the U.S. Food & Drug Administration (FDA) the results of a bioequivalence study
demonstrating that CPP-109 is bioavailable and bioequivalent to Sabril» tablets, the version of vigabatrin
marketed in Europe by Sanofi Aventis.

In December, we announced positive initial top-line results from a Catalyst-supported, investigator-initiated,
Phase II double-blind, placebo-controlled trial, in which vigabatrin met its primary efficacy endpoint of
abstinence during the last weeks of treatment for cocaine addiction. Additional results of this trial will be
reported when they become available. This 103-subject trial is the first randomized, double-blind, placebo-
controlled clinical trial studying vigabatrin’s effectiveness in treating cocaine addiction. These data show that a
statistically significantly greater number of subjects treated with vigabatrin were able to abstain from cocaine
usage during the last three weeks of the dosing period compared to those receiving placebo. Achievement of
abstinence for an extended period during treatment is the critical first step for cocaine addicted patients to
potentially achieve abstinence for much longer time periods. The data confirm the positive results seen in two
previous open-label trials conducted in 2003 and 2004.

During 2007, we strengthened our management team by adding Steven R. Miller, Ph.D. and Alicia Grande,
CPA, CMA. Dr. Miller has joined us as Vice President of Pharmaceutical Development and Project
Management, bringing to our company 24 years of scientific and management experience in the
pharmaceutical and healthcare industry. His knowledge, as well as his proven leadership abilities in
pharmaceutical product development in both small and large organizations, will serve us well as we push
forward with the clinical development and ultimate commercialization of CPP-109. Ms. Grande, who joined us
as our Corporate Controller and Chief Accounting Officer, has extensive experience at public companies and
accounting firms in the areas of SEC financial reporting and Sarbanes-Oxley Act compliance.

We also augmented our Scientific Advisory Board with two highly regarded experts in addiction medicine —
Thomas Kosten, M.D., and Richard Rawson, Ph.D. Dr. Kosten is a Professor at Baylor College of Medicine
and former Professor and Chief of Psychiatry at Yale University. Dr. Kosten brings more than 25 years of



clinical trial experience in the development of pharmacotherapies for substance abuse, especially cocaine
addiction. The breadth of his expertise spans both preclinical and clinical research efforts, bringing a unique
strength to our Scientific Advisory Board. Dr. Rawson has been a member of UCLA’s Department of
Psychiatry for over 20 years and is the Associate Director of the UCLA’s Integrated Substance Abuse
Programs. As Principal Investigator of the National Institute on Drug Abuse — Methamphetamine Clinical
Trials Group during a time when methamphetamine abuse across the nation has risen dramatically, Dr. Rawson
brings a unique expertise to Catalyst that will directly aid in the clinical development of CPP-109, particularly
in the area of methamphetamine addiction.

2008 and Beyond

Our primary focus in 2008 is to launch several clinical trials in the United States and to commence the non-
clinical work necessary to file a New Drug Application with the FDA to commercialize CPP-109 for the
treatment of cocaine addiction.

As a result of our extensive dialogue with the FDA, we have cleared the protocol for our 180 patient,
U.S. Phase II, double-blind, placebo-controlled cocaine trial. We are now actively enrolling and dosing
patients utilizing 11 clinical trial sites and expect to report top-line results from this clinical trial by the end of
this year.

We expect to initiate during this quarter a 180 patient Phase II methamphetamine trial with a total of 15
clinical trial sites. With that in mind, in April 2008, we held a kick-off training meeting with the clinical
investigators and study coordinators, in Phoenix, Arizona. Approximately 40 attendees, including clinicians
and staff representing these sites, attended the meeting. We expect to report top-line results for this trial
sometime next summer.

In addition, we hope to initiate during 2008 a Phase II clinical trial evaluating CPP-109 for the treatment of
binge eating disorder, or BED. BED, which impacts a subset of the obese population, affects approximately
four million people in the United States. Those afflicted with BED frequently eat large amounts of food while
feeling a loss of control over their eating. Catalyst is very interested in BED for several reasons. First, we are
advised that Brookhaven National Laboratories, our exclusive licensing partner, intends to publish in the near
future positive results from a series of animal studies that they have conducted evaluating the use of vigabatrin
to treat obesity. In addition, research conducted by scientists sponsored by the National Institute on Drug
Abuse (NIDA) has shown that addiction and compulsive eating both involve impaired impulse control and
distorted valuation of the rewards to be derived from a certain behavior — i.e., drug-taking or eating. Finally,
the neurobiological overlap between addiction and eating disorders is one of the key factors that is driving us
to undertake this trial.

We are also contemplating and hope to launch during 2008 additional Phase II proof-of-concept trials
evaluating the use of CPP-109 for the treatment of other addictions, including alcohol and nicotine abuse.

Further, we are pleased to report that Frank Greenway, M.D., Professor — Chief of Outpatient Clinic of the
Pennington Biomedical Research Center, has joined our Scientific Advisory Board. Dr Greenway is one of the
world’s foremost experts in the areas of obesity treatment, including diets, herbal supplements, obesity surgery
and obesity drug development.

To facilitate the successful execution of our clinical trials, Patrick Kenny joined Catalyst as Director —
Corporate Clinical Compliance in February 2008. In this role, Pat is responsible for ensuring the effectiveness
and GCP compliance of the contract research organizations, clinical contractors and clinical trial sites involved
in all of our clinical trials. Pat brings to Catalyst 18 years of experience in conducting clinical research
programs leading to product approvals in the pharmaceutical industry. I am confident that his strength in the
areas of clinical development planning and coordination, FDA regulations and project leadership will allow
him to play an important role at Catalyst as we move ahead with the development of CPP-109.

Finally, we continue to have discussions with potential strategic partners interested in working with us on the
development of CPP-109. These discussions are very preliminary and may not result in relationships that we
determine to pursue. However, we are pleased with the interest we have received to date. In this regard, we
recently retained Andrew Forman as a business development and investor relations consultant. Andrew has
11 years of Wall Street experience, having served as a specialty pharmaceutical analyst with W.R. Hambrecht,



Advest, Friedman Billings Ramsey, and UBS Warburg/Dillon Read. He also spent nine years as a business
development executive in the pharmaceutical industry with Cygnus and Dupont. We believe that Andrew’s
extensive contacts in the pharmaceutical industry as well as his relationships with key institutional investors
will enable Catalyst to maximize shareholder value as we expand our clinical and business development
programs.

Developing CPP-109 and putting it into the clinic in large-scale U.S. trials for addiction are great
accomplishments for Catalyst. We remain committed to our corporate mission of developing and
commercializing prescription drugs for the treatment of addiction and obsessive compulsive disorders. We
intend to continue to work hard to develop relevant products aimed at easing the burden of addiction for all
involved.

I would like to thank the entire Catalyst team for its dedication and hard work, and extend a special thanks to
our shareholders, Board of Directors, scientific advisors and vendors for their continued support.

We look forward to keeping you updated on our progress.

Patrick J. McEnany
Chairman, President and Chief Executive Officer

May 9, 2008
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