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About Us.

Obsessively curious.

A habit of hard work.

Absorbed by science & technology.

We’re a young drug development company. 

We pioneer new drugs in the areas of pain 
management and hematology/oncology.

Collectively, our people have successfully shepherded 
over 25 drugs through the FDA approval process prior 
to working as a team at Pain Therapeutics.

We had over $200 million of cash in December 2007. 
We expect to be cash-flow positive in 2008.
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A few years ago we had an epic idea to develop the world’s 
first abuse-resistant painkiller. It’s is now a drug we call 
Remoxy™. In 2008, we’ll seek FDA approval of Remoxy.  
We think the market potential for Remoxy may reach a 
billion dollars.

That’s what can happen when a small group of people stay 
true to an idea.

Other ideas are being tested. We are developing a novel 
treatment for metastatic melanoma, a deadly form of skin 
cancer. Oxytrex is a painkiller that seeks to minimize opioid 
dependence and withdrawal. We’re also working on a cure 
for hemophilia.
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2007: Anything
 But Dull



�

L
e

t
t

e
r

 t
O

 t
h

e
 s

h
a

r
e

h
O

L
D

e
r

s

Pain Therapeutics is a small science shop that tackles big 
medical problems. Since �998, this venturous mission has given 
us both a focal point and an expansive range of interests, always 
with the goal of leaving an important mark on science.

The medical problems we’re trying to solve are truly amazing. 
Researchers before us may have veered off course while trying to 
develop drugs for melanoma or hemophilia or an abuse-resistant 
painkiller. We’ve persisted. This persistence of progress leaves me 
feeling deeply energized about the future.

The brand of optimism I practice here is not based on how 
science will fuel the future—those sunny scenarios are better left 
to writers of science fiction. Nor is it based on building a legacy 
of scale—many behemoth drug firms are now adrift. Rather, 
optimism here revolves around a simple, rational assessment of 
how we work and who we are.

How We Work – It starts with an idea. It would be great if 
everything else followed; in reality, technical progress comes in 
fits and fragments. We start in one place and as we go, the idea is 
more and more finely tuned. But all along it’s the idea that talks.

Our People – The miracle of research isn’t that it solves 
problems or creates new drugs. The miracle is this: successful 
research has an electrifying effect on people. Anyone who has a 
stake in the outcome of research becomes fanatically committed 
to its performance and performs fanatically. It’s an upward spiral, 
inspiring to watch.

In the next few pages, I invite you to explore the mysteries of the 
brain and human biology. Resolving these mysteries is how we 
earn our living. In time, we hope these resolutions result in a 
legacy of wealth to our shareholders.

As always, I thank you for sharing our vision.

Respectfully,

Remi Barbier 
Shareholder Since �998 
Chairman of the Board, President & CEO

Dear Shareholder,
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Prescription 
 Drug Abuse  
& Addiction
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Remoxy is our lead drug candidate. It’s an abuse-
resistant, long-acting formulation of oxycodone, a 
powerful opioid painkiller available only by prescription.

Remoxy is intended to meet the needs of physicians or 
pharmacists who appropriately prescribe or dispense 
long-acting oxycodone and who seek to minimize the 
risks of prescription drug abuse, misuse or diversion.

In December 2007, we announced positive results 
of a large study with Remoxy. Over �00 patients with 
osteoarthritic pain participated. This pivotal Phase III 
met its primary endpoint (p<0.0�). In 2008, we’ll seek 
FDA approval of Remoxy.

Warren Buffet once wrote “The best business is a 
royalty on the growth of others—requiring little capital 
itself.” We agree. Our commercial partner, King 
Pharmaceuticals, Inc. (NYSE:KG), will market and sell 
Remoxy upon its approval by the FDA. We’ll receive a 
20% royalty on net sales, except as to the cumulative 
first billion dollars of sales, where the royalty is �5%.

In order to understand the need for Remoxy, it helps to 
understand the brain.
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The Brain, 
 a Riddle of     
   Numbers
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A neuron is a cell of the nervous system.

The humble roundworm (c. elegans) is about 
one millimeter in length. It has 302 neurons.

An adult human brain weighs about three pounds. 
It has over 100,000,000,000 neurons. Each neuron 
connects with as many as 10,000 other neurons 
through cell junctions called synapses.

A googol is a very big number: the digit 1 followed 
by one hundred zeros. The human brain has 
googols and googols and googols worth of synaptic 
possibilities. It’s a complicated thing.

Somewhere in the vast googols of the brain lie 
knowledge, wisdom, culture, consciousness, 
intuition, intelligence, but also the potential for 
pleasure, pain and addiction.
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For over 2,000 years, humans have abused opioid 
preparations of one sort or another, such as opium, 
morphine or oxycodone. No one really knows why, 
other than to state the obvious:  
the brain seeks pleasure.

Based on history, we guess opioid abuse is here 
to stay. But it’s a dangerous practice. Abusers may 
become addicted. Or they may overdose. Or die.

Remoxy is specifically engineered to resist 
prescription drug abuse. The oxycodone in 
Remoxy is encased in chemical firewalls and 
boundary layers (its complex formulation is the 
subject of patent filings). These features are meant 
to frustrate abusers and to deter common methods 
of formulation abuse, such as snorting, injecting, 
crushing or mixing with alcohol.

We think Remoxy advances the goal of preserving 
the safety and integrity of prescription drugs.

The Addicted Brain, 
 a Grand Mystery
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Mitosis
 Gone Wild
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We think preserving the safety and integrity of opioid 
drugs is a goal within reach. Curing cancer remains a 
distal goal. Here’s why:

Multicellular animals have been around for about 600 
million years. Cancer has been a problem for most of 
this time.

There is a risk of cancer whenever cells duplicate and 
divide, a process called mitosis. In a lifetime, a human 
can experience up to 10,000,000,000,000,000 
mitoses (those googols again). 

Each mitosis is an invitation to genetic disaster.  
DNA mutates. Chromosomes break. Proteins misfold. 
Oncogenes activate. The list is long. 

Fortunately, many biochemical defenses have to be 
breached before a malignant tumor can develop. 

A tumor appears when our defenses fail to protect 
against mitosis gone wild.
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Lost Horizon is a classic novel. It’s about a utopia 
high in the mountains of Tibet where villagers enjoy 
unheard-of longevity. Lost Horizon is also an inspiration 
for a drug we are developing. We explain:

A malignant skin tumor is called melanoma.  
Melanoma that spreads to other organs is called 
metastatic melanoma. 

Late-stage metastatic melanoma is deadly.  
Most patients die within �2 months of prognosis.

We have a message of hope. Working with scientists 
at Albert Einstein College of Medicine, we are testing a 
new drug to treat metastatic melanoma. It consists of 
a biopharmaceutical agent that unites a monoclonal 
antibody with a touch of radiation from a rare isotope. 
This agent is currently being tested in patients in major 
medical centers in Israel.

This new agent doesn’t have to cure melanoma, it 
just needs to prolong a patient’s life. Against a dark 
disease, our vision here is that we might light a visible 
horizon to comfort patients.

(For technical details, please visit our web site  
www.paintrials.com/publications/PNAS.pdf).
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Metastatic    
 Melanoma,
 a visible horizon  
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Hemophilia is 
 a Lonely Disease
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In hemophilia, the body is unable to control blood 
clotting. It’s a rare genetic disorder with consequences 
that can be devastating. A minor cut could result in blood 
loss lasting days, weeks or may not ever heal completely.

Treatment today consists of intravenous injections of 
coagulation factors.

We may have a better way. Working with scientists at 
Stanford University, we are pioneering a new therapeutic 
approach to treat hemophilia. We use a special 
enzyme (phiC�� integrase) to integrate a human gene 
for coagulation directly into a patient’s DNA. Once 
integrated, the body would then produce its own supply 
of coagulation factors. The approach works in mice.  
If it also treats patients, it’s a revolution.

(For technical details, please visit our web site 
www.paintrials.com/publications/ONB2002.pdf).



��

Corporate Headquarters
22�� Bridgepointe Parkway
Suite 500
San Mateo, California 9��0�
�50.�2�.8200
www.paintrials.com

General Counsel
Wilson Sonsini Goodrich & Rosati

Independent Auditors
Ernst & Young LLP

Registrar and Transfer Agent
Communications concerning transfer 
requirements, certificate exchanges, 
lost certificates, changes of address 
and name changes should be directed 
to the transfer agent:
Mellon Investor Services LLC
�80 Washington Boulevard
Jersey City, New Jersey 07��0
800.�5�.20�7
www.melloninvestor.com

Form 10-K
A copy of our Annual Report to the 
Securities and Exchange Commission 
(Form �0-K) may be obtained without 
charge upon request to Investor 
Relations.

Investor Relations and  
Shareholder Inquiries
Shareholders, security analysts, 
investment professionals, interested 
investors and the media should direct 
their inquiries to:
H. Christine Waarich
Senior Manager of Investor Relations
22�� Bridgepointe Parkway, Suite 500
San Mateo, California 9��0�
�50.�2�.8200

Disclaimer
This annual report contains 
forward-looking statements 
within the meaning of the Private 
Securities Litigation Reform Act 
of �995 (the “Act”). We disclaim 
any obligation to update these 
statements, and claim the 
protection of the safe harbor for 
such statements contained in the 
Act. Examples of such statements 
include, but are not limited to, 
statements relating to the timing 
of a submission of an NDA with 
the FDA for Remoxy; the potential 
benefits of, or potential market 
for, our drug candidates; the 
expected role of our commercial 
partner for marketing and selling 
Remoxy; and our dividend policy. 
These statements are based on 
our current expectations, and 
you are cautioned not to rely 
on them as actual performance 
may differ due to risks and 
uncertainties associated with our 
business, including those risks 
and uncertainties associated 
with the regulatory process for 
approval of drugs by the FDA; the 
commercialization of Remoxy, 
including physician, patient or 
other market acceptance, and 
other delays in the development, 
approval or commercialization 
of our drug candidates. For a full 
description of our business and 
further information on its risks 
and uncertainties please refer to 
our Form �0-K for the year ended 
December ��, 2007.

Corporate
 Directory
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Annual Report Design Team
Creative:  Barbier and Waarich
Design:  Edmonds Design 
 www.edmonds-design.com
Photographs:  From the collection of  
 Elizabeth Solaka 
 www.elizabethsolaka.com

Stock Information
Our common stock trades on The 
NASDAQ Global Market® under the 
symbol PTIE. No dividends have been 
paid on the common stock to date and 
we do not anticipate paying dividends 
in the foreseeable future. On January 
2�, 2008 there were 72 holders of 
record of our common stock.

Annual Meeting
Our Annual Meeting of Stockholders 
will be at �0:00 a.m. Pacific Time on 
May 22, 2008 at the offices of Wilson 
Sonsini Goodrich & Rosati, �50 Page 
Mill Road, Palo Alto, California.

Price Range of Common Stock
The following table lists the high 
and low reported sales prices for our 
common stock as reported on The 
NASDAQ Global Market®.

 2007 2006

 High Low High Low

First $9.20 $7.00 $��.80 $�.8� 
Quarter

Second $9.00 $7.5� $�0.8� $7.70 
Quarter

Third $9.8� $8.20 $9.0� $7.50 
Quarter

Fourth $��.50 $9.�5 $9.78 $7.90 
Quarter

Robert Gussin, PhD �, 2

Chief Scientific Officer, Retired
Johnson & Johnson

Michael O’Donnell, Esq.
Partner
Wilson Sonsini Goodrich & Rosati

Sanford Robertson �, 2

Founding Partner
Francisco Partners

Patrick Scannon, MD, PhD �

Chief Biotechnology Officer
Xoma Ltd.

Remi Barbier
Chairman of the Board
President and CEO

Nadav Friedmann, PhD, MD
Chief Medical and Operating Officer

� Member of the Audit Committee
2 Member of the Compensation Committee

Remi Barbier
Chairman of the Board
President and CEO

Nadav Friedmann, PhD, MD
Chief Medical and Operating Officer

Peter Roddy
Vice President and Chief Financial Officer

Grant Schoenhard, PhD
Chief Scientific Officer

Michael Zamloot
Senior Vice President,  
Technical Operations

George Ben Thornton, PhD
Senior Vice President, Technology

Peter Butera
Vice President, Clinical Operations

Michael Marsman, PharmD
Vice President, Regulatory Affairs

Roger Fu, PhD
Vice President,  
Pharmaceutical Development

Management

Board of 
Directors



22�� Bridgepointe Parkway, Suite 500
San Mateo, California 9��0�

�50.�2�.8200
www.paintrials.com

“The greatest ideas you will 
ever have are the ones that 
other people don’t understand”.

–Craig McCaw


