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CALCULATION OF REGISTRATION FEE

Title of each class of securities to be registered

Amount to be

registered

Proposed
maximum

offering price
per unit (1)

Proposed
maximum

aggregate offering
price (1)

Amount of
registration fee

Common stock, $.01 par value per share (2) 2,314,000 $0.04 $92,560 $2.84
Common stock, $.01 par value per share (3) 843,000 0.57 480,510 14.75
Common stock, $.01 par value per share (4) 843,000 0.07 59,010 1.81

$632,080 $19.40

(1) The registration fee has been calculated pursuant to Rule 457 of the Securities Act of 1933.

(2) Represents shares of our common stock available for issuance under the 2006 Equity Compensation Plan. The registration fee is based on
the last sale price of our common stock, $.01 par value per share, as reported by the American Stock Exchange on May 21, 2007.

(3) Represents shares of our common stock issuable upon the exercise of options granted under our 2006 Equity Compensation Plan. The
registration fee is based on the $0.57 per share price at which the options are exercisable, which was greater than the last sale price of our
common stock, $.01 par value per share, as reported by the American Stock Exchange on May 21, 2007.

(4) Represents shares of our common stock issuable upon the exercise of options granted under our 2006 Equity Compensation Plan. The
registration fee is based on the $0.07 per share price at which the options are exercisable, which was greater than the last sale price of our
common stock, $.01 par value per share, as reported by the American Stock Exchange on May 21, 2007.

Pursuant to Rule 416 under the Securities Act of 1933, there are also being registered such additional number of shares as may be issuable as a
result of stock splits, dividends, reclassifications and similar adjustment provisions applicable to the securities being registered.
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PART I

INFORMATION REQUIRED IN THE SECTION 10(a) PROSPECTUS

This registration statement relates to two separate prospectuses.

PROSPECTUS

Item 1. Plan Information*

Item 2. Registrant Information and Employee Plan Annual Information*

* Items 1 and 2 of this Part I, and the documents incorporated herein by reference pursuant to Item 3 of Part II of this Form S-8, constitute
the first prospectus relating to issuances to our employees, consultants and others of up to 4,000,000 shares of common stock pursuant to
our 2006 Equity Compensation Plan (the �Plan�). Pursuant to the requirements of Form S-8 and Rule 428, we will deliver or cause to be
delivered to Plan participants any required information as specified by Rule 428(b)(1). The second prospectus, referred to as the reoffer
prospectus, relates to the reoffer or resale of any shares that are �control� securities or �restricted� securities under the Securities Act of 1933.

We will provide to Plan participants, without charge, upon written or oral request, the documents incorporated by reference in Item 3 of Part II
of this Registration Statement. These documents are incorporated by reference in the Section 10(a) prospectus. We will also provide without
charge, upon written or oral request, all other documents required to be delivered to recipients pursuant to Rule 428(b). Requests should be made
to us at our principal offices located at 865 S.W. 78th Avenue, Suite 100, Plantation, Florida 33324, (954) 233-8746, attention Dennis W. Healey,
Executive Vice President.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION,
NOR HAS THE COMMISSION PASSED ON THE ACCURACY OR ADEQUACY OF THE PROSPECTUS. ANY REPRESENTATION TO
THE CONTRARY IS A CRIMINAL OFFENSE.

No person has been authorized by us to give any information or to make any representation other than as contained in this prospectus and, if
given or made, such information or representation must not be relied upon as having been authorized by us. Neither the delivery of this
prospectus nor any distribution of the shares of common stock issuable under the terms of the Plans shall, under any circumstances, create any
implication that there has been no change in our affairs since the date hereof.

THIS PROSPECTUS DOES NOT CONSTITUTE AN OFFER TO SELL SECURITIES IN ANY STATE TO ANY PERSON TO
WHOM IT IS UNLAWFUL TO MAKE SUCH OFFER IN SUCH STATE.

The date of this prospectus is May 29, 2007
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REOFFER PROSPECTUS

VIRAGEN, INC.

4,000,000 Shares of Common Stock

($.01 par value)

This prospectus forms a part of a registration statement, which registers an aggregate of 4,000,000 shares of common stock issued or issuable
from time-to-time under the Viragen, Inc. 2006 Equity Compensation Plan.

Viragen, Inc. is referred to in this prospectus as �Viragen,� the �Company,� �we,� �us� or �our.� The 4,000,000 shares covered by this prospectus are
referred to as the �shares.� Persons who are issued shares are sometimes referred to as the �selling security holders.�

This prospectus covers the resale of shares by persons who are our �affiliates� within the meaning of federal securities laws. Affiliated selling
security holders may sell all or a portion of the shares from time to time in the over-the-counter market, in negotiated transactions, directly or
through brokers or otherwise, and at market prices prevailing at the time of such sales or at negotiated prices, but which may not exceed 1% of
our outstanding common stock in any three month period. Affiliated selling security holders using this prospectus for resale purposes may be
identified in a prospectus supplement to be filed from time-to-time.

We will not receive any proceeds from sales of shares by selling security holders.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION
NOR HAS THE COMMISSION PASSED ON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO
THE CONTRARY IS A CRIMINAL OFFENSE.

THIS PROSPECTUS DOES NOT CONSTITUTE AN OFFER TO SELL SECURITIES IN ANY STATE TO ANY PERSON TO WHOM IT IS
UNLAWFUL TO MAKE SUCH OFFER IN SUCH STATE.

The date of this prospectus is May 29, 2007.
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AVAILABLE INFORMATION

We have filed with the Securities and Exchange Commission a registration statement on Form S-8 under the Securities Act covering the resale
of the common stock offered by this prospectus. This prospectus, which is a part of the registration statement, does not contain all of the
information in the registration statement and the exhibits filed with it, portions of which have been omitted as permitted by the SEC rules and
regulations. For further information concerning Viragen and the securities offered by this prospectus, we refer to the registration statement and
the exhibits filed with it. Statements contained in this prospectus as to the content of any contract or other document referred to are not
necessarily complete. Where a contract or other document is an exhibit to the registration statement, you should review the provisions of the
exhibit to which reference is made. You may obtain these exhibits from the SEC, as discussed below.

We are required to file annual, quarterly, and current reports, proxy statements and other information with the SEC. You may read and copy
these filings, as well as the registration statement of which this prospectus forms a part, at the SEC�s Public Reference Room at 100 F Street, NE,
Washington, D.C. 20549. You may request copies of these documents by writing to the SEC and paying the required fee for copying. Please call
the SEC at 1-800-SEC-0330 for more information about the operation of their public reference rooms. The SEC also maintains an Internet site
that contains reports, proxy and information statements and other information filed electronically with the SEC. The address of that site is
www.sec.gov.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to �incorporate by reference� into this prospectus information that we file with them, which means that we can disclose
important information to you by referring you to those documents. The information incorporated by reference is an important part of this
prospectus, and information that we file with the SEC following the date of this prospectus will automatically update and supercede this
information. We incorporate by reference the following documents:

� Our Current Report on Form 8-K filed with the SEC on May 24, 2007;

� Our Current Report on Form 8-K filed with the SEC on May 18, 2007;

� Our Quarterly Report on Form 10-Q for the quarter ended March 31, 2007 filed with the SEC on May 15, 2007;

� Our Current Report on Form 8-K/A filed with the SEC on May 7, 2007;

� Our Current Report on Form 8-K filed with the SEC on May 4, 2007;

� Our Current Report on Form 8-K filed with the SEC on April 19, 2007;

� Our Current Report on Form 8-K filed with the SEC on April 17, 2007;

� Our Current Report on Form 8-K filed with the SEC on March 23, 2007;

� Our Quarterly Report on Form 10-Q for the quarter ended December 31, 2006 filed with the SEC on February 14, 2007;

� Our Current Report on Form 8-K filed with the SEC on December 28, 2006;
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� Our Current Report on Form 8-K filed with the SEC on November 22, 2006;

� Our Quarterly Report on Form 10-Q for the quarter ended September 30, 2006 filed with the SEC on November 14, 2006;

� The description of our common stock contained in our Registration Statement on Form 8-A filed with the SEC on October 13, 2006;

� Our Current Report on Form 8-K filed with the SEC on October 6, 2006; and

� Our Annual Report on Form 10-K for the fiscal year ended June 30, 2006 filed with the SEC on September 27, 2006.

1
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All reports and documents subsequently filed by us pursuant to Section 13(a), 13(c), 14 and 15(d) of the Exchange Act, prior to the filing of a
post-effective amendment which indicates that all securities offered hereby have been sold or which deregisters all securities then remaining
unsold, shall be deemed to be incorporated by reference herein and to be a part hereof from the respective date of filing of such documents. Any
statement incorporated by reference herein shall be deemed to be modified or superseded for purposes of this prospectus to the extent that a
statement contained herein or in any other subsequently filed document, which also is or is deemed to be incorporated by reference herein,
modifies or supersedes such statement. Any statement modified or superseded shall not be deemed, except as so modified or superseded, to
constitute part of this prospectus.

We hereby undertake to provide without charge to each person, including any beneficial owner, to whom a copy of the prospectus has been
delivered, on the written request of any such person, a copy of any or all of the documents referred to above which have been or may be
incorporated by reference in this prospectus, other than exhibits to such documents. Written requests for such copies should be directed to 865
S.W. 78th Avenue, Suite 100, Plantation, Florida 33324, (954) 233-8746, attention Dennis W. Healey, Executive Vice President.

Copies of our SEC filings and other information about us are also available free of charge on our website at www.viragen.com. The information
on our website is neither incorporated into, nor a part of, this prospectus.

2
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ABOUT VIRAGEN

Because this is a summary, it does not contain all the information about us that may be important to you. You should read the more detailed
information and the financial statements and related notes which are incorporated by reference in this prospectus.

With international operations in the U.S., Scotland and Sweden, we are a bio-pharmaceutical company engaged in the research, development,
manufacture and commercialization of therapeutic proteins for the treatment of cancers and viral diseases. Our product and product candidate
portfolio includes: Multiferon® (multi-subtype, human alpha interferon) uniquely positioned in valuable niche indications, such as high-risk
malignant melanoma, other niche cancer indications and selected infectious diseases; VG102, a highly novel humanized monoclonal antibody
that binds selectively to an antigen that is over-expressed on nearly all solid tumors and VG106, an in-house developed cytokine that has been
shown, in preliminary studies, to prevent proliferation of several difficult-to-treat cancers. We are also pioneering the development of the OVA�
System (Avian Transgenics), with the renowned Roslin Institute, the creators of �Dolly the Sheep�, as a revolutionary manufacturing platform for
the large-scale, efficient and economical production of human therapeutic proteins and antibodies, by expressing these products in the egg
whites of transgenic hens.

With Multiferon® being approved in Sweden for the first-line adjuvant treatment of high-risk malignant melanoma in February 2006, we are
highly focused on expanding this approval into other countries throughout the European Union, while securing additional licensees to effectively
market the product. We are an international company, with Multiferon® manufacturing operations in Umeå, Sweden, research and development
activities in Edinburgh, Scotland, and our headquarters in Plantation, Florida.

We own approximately 77.0% of Viragen International, Inc., whose shares of common stock are traded on the over-the-counter Bulletin Board
under the symbol �VGNI.� Viragen International owns 100% of ViraNative AB, our Swedish subsidiary, and 100% of Viragen (Scotland) Ltd.,
our Scottish research center.

Since our organization in December 1980, we have incurred operating losses. Our operating losses were approximately $18.2 million, $26.2
million and $18.2 million for the fiscal years ended June 30, 2006, 2005 and 2004, respectively, and $26.7 million for the nine months ended
March 31, 2007. At March 31, 2007, we had cash on hand of approximately $87,000, a working capital deficit of approximately $1.2 million, an
accumulated deficit since organization of approximately $193.8 million and stockholders� equity of approximately $3.4 million. These losses,
among other things, have had and will continue to have an adverse effect on our working capital, total assets and stockholders� equity. In light of
our recurring losses, accumulated deficit and cash flow difficulties, the report of our independent registered public accounting firm on our
financial statements for the fiscal year ended June 30, 2006 contains an explanatory paragraph raising substantial doubt about our ability to
continue as a going concern. Our financial statements do not include any adjustments relating to the recoverability and classification of asset
carrying amounts or the amount and classification of liabilities that might result from the outcome of these uncertainties.

We have commenced implementing, and will continue to implement, various measures to address our financial condition, including:

� Continuing to seek debt and equity financing, funding through strategic partnerships, as well as distribution partners for Multiferon®

to generate licensing and sales revenues.
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� Curtailing operations where feasible to conserve cash through a combination of: staff reductions in the United States, Sweden and
Scotland; reducing leased space in the United States, Sweden and Scotland and; deferring certain of our research and development
activities until our cash flow improves and we can recommence these activities with appropriate funding.

� Investigating and pursuing transactions including mergers, asset sales and other business combinations deemed by the board of
directors to present attractive opportunities to enhance stockholder values.

In the event our capital raising efforts, which may involve dilution of existing stockholders, and revenue-generation efforts are unsuccessful, and
if we are unable to identify and consummate an acceptable business combination, we may, in the interest of stakeholders, elect to seek
reorganization of the business under protection of Title 11 of the United States Code. However, before we seek such reorganization, we would
contact creditors, including trade creditors and debt holders, to discuss payment extensions, conversion of debt to equity and/or other
concessions.

We were incorporated under the laws of the state of Delaware in December 1980. Our executive offices are located at 865 SW 78th Avenue,
Suite 100, Plantation, Florida 33324. Our telephone number is (954) 233-8746; our facsimile number is (954) 233-1414. You can learn more
about us by visiting our web site at www.viragen.com. The information on our website is neither incorporated into, nor a part of, this report. Our
common stock trades on the American Stock Exchange under the symbol �VRA�. Unless otherwise indicated, references in this report to �we,� �us�
and �our� are to Viragen, Inc., and our wholly-owned and majority-owned subsidiaries.

Recent Events

Notice of Delisting

On May 17, 2007, Viragen, Inc. received a notice from the Staff of the American Stock Exchange (AMEX) indicating that Viragen no longer
complies with the AMEX�s continued listing standards and, accordingly, the AMEX intends to file an application with the Securities and
Exchange Commission to strike Viragen�s common stock, units and warrants from listing and registration on the AMEX. The bases for the Staff�s
notice are that Virgen fails to meet AMEX�s combined net loss and stockholder equity requirements for continued listing, Viragen�s financial
condition is so impaired that it is questionable whether Viragen can continue operations and/or meet its financial obligations as they mature and
Viragen has failed to implement a reverse split of its common stock notwithstanding that its shares have been selling at a low price per share for
a substantial period of time. Since September 2005, Viragen�s securities have been listed on AMEX pursuant to a temporary exception that
required the Company to demonstrate compliance with AMEX�s listing criteria on or before March 20, 2007. The AMEX Staff notice includes a
determination that Viragen failed to regain compliance with the AMEX continued listing standards by the end of the exception period or as of
the date of its determination letter. Viragen has appealed the AMEX Staff determination by requesting a hearing before an AMEX Listing
Qualifications Panel. The filing of the hearing request operates to stay delisting of the Company�s securities pending the hearing panel�s
determination. However, there is no assurance that the AMEX hearing panel will permit the Company�s securities to remain listed on the AMEX.
The delisting of our securities from the AMEX would impact our financial statements and adversely affect our financial condition. Additional
information relating to our receipt of this notice from the AMEX is contained elsewhere in this prospectus under the caption �Risk Factors.�
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OVA� System

In May 2007, we and our collaborative partners in the field of avian transgenics, Roslin Institute and Oxford Biomedica, announced a significant
breakthrough in the development of the OVA� System, resulting in a more efficient bio-manufacturing platform for the cost-effective production
of human therapeutic proteins. Our researchers in Scotland and collaborators at Roslin Institute were able to significantly increase expression
levels of interferon alpha-2a, a human protein often prescribed for the treatment of hepatitis C and certain malignant diseases, by at least 10-fold
over previously reported results. The high quantities of active protein now being recovered from these transgenic hens� eggs builds a compelling
case for using the OVA� System as a primary manufacturing system. Additional protein drug candidates will be evaluated in confirmatory
studies.

Multiferon® Study

In May 2007, we announced results from a sponsored in vitro study conducted at Umea University in Sweden, which found that Multiferon®

suppressed development of resistant human melanoma clones to a far greater degree than recombinant alpha interferon. The study has been
accepted for publication in AntiCancer Research, International Journal of Cancer Research and Treatment. The study, conducted by Professor
Erik Lundgren, Head of Research at the Department of Molecular Biology, Umea University, and a consultant and director of ViraNative, was
designed to compare Multiferon® and Intron® A (Interferon alpha-2b, recombinant) with respect to the abilities of each product to inhibit the
development of interferon-resistant melanoma cells in vitro, in order to better understand the reason for melanoma treatment failures. Intron® A
is registered trademark of Schering-Plough Corporation.

For this study, three human melanoma cell lines were grown at a range of different cell concentrations in the presence of graded doses of either
Multiferon® or Intron® A. After four weeks, the number of melanoma cell colonies was assessed and their properties analyzed. Long-term
treatment with Multiferon® was found to result in substantially fewer interferon-resistant melanoma clones than treatment with Intron® A. When
treated with the single-subtype, recombinant alpha interferon, not only were distinct colonies found, but scattered individual cells were also
observed. In contrast, during short term treatment, there was no difference in potency between the two interferon types with respect to growth
and survival. The results of this study suggest that the mixture of six human alpha subtypes present in Multiferon® (a1 a2, a8, a10, a14, a21)
provides distinct benefits versus other alpha interferon products in vitro with respect to reducing the number of resistant clones.

Expiration of Collaboration and Refocus of Resources

In May 2007, we announced that Sloan-Kettering Institute for Cancer Research and the Company have decided to end the collaboration on
VG101, a jointly-owned humanized antibody being developed for the treatment of Stage IV malignant melanoma. The collaborative research
agreement between Sloan-Kettering Institute for Cancer Research and the Company, which was entered into in February 2002 and subsequently
amended, expired on May 1, 2007. Viragen intends to refocus resources on preclinical studies planned for two of Viragen�s anti-cancer product
candidates: VG102, a monoclonal antibody that has the potential to target nearly all solid tumors; and VG106, an in-house developed cytokine
that has been shown, in preliminary studies, to prevent proliferation of several difficult-to-treat cancers.
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Multiferon® License Agreement

On April 16, 2007, our majority owned subsidiary, Viragen International, entered into a license agreement with Swedish Orphan International
that grants exclusive rights to Swedish Orphan International to market Multiferon® (multi-subtype, human alpha interferon) in the European
Union (excluding previously licensed member states). Under the agreement, Viragen International received approximately $2 million (�1.5
million) as an up-front license fee. In addition, Orphan International will pay Viragen for Multiferon® at an agreed upon sales price, and, in
addition, Viragen will receive double-digit royalties from Swedish Orphan International on their net sales of Multiferon®.

Series K 18% Cumulative Convertible Preferred Stock

On April 12, 2007, Viragen completed a private placement of Series K 18% Cumulative Convertible Preferred Stock and warrants to purchase
15,000,000 shares of our common stock. The series K preferred stock is convertible into shares of our common stock, at the option of the holder,
together with accrued and unpaid dividends, at a conversion price or rate of $0.10 per share (an aggregate of 30,000,000 shares of our common
stock). Each warrant entitles the holder to purchase one share of Viragen common stock at an exercise price of $0.10 per share at any time prior
to April 11, 2012. Viragen received net proceeds of approximately $2.9 million in connection with this transaction.

Convertible Debt Exchange

On March 19, 2007, we completed a transaction with certain holders of our convertible notes and debentures, who held an aggregate principal
amount of $9.05 million of convertible notes, $106,250 of convertible debentures, and related warrants to purchase an aggregate of
approximately 4.6 million shares of our common stock at $1.25 per share, to exchange the principal, and accrued interest of approximately
$139,000, and the related warrants, for shares of our common stock. The exchange provided for the holders of the convertible notes and
debentures to receive an aggregate of approximately 93 million shares of our common stock.

Agreement with Orphan Australia

On December 22, 2006, Viragen International entered into a licensing agreement with Orphan Australia Proprietary Limited that grants
exclusive rights to Orphan Australia to market, sell and distribute Multiferon® (multi-subtype, human alpha interferon) in Australia and New
Zealand. Under the agreement, Viragen International received an up-front license fee, with additional milestone payments to be paid upon
receipt of necessary reimbursement authorization for Multiferon® in Australia.

November 2006 Public Offering

In November 2006, we completed an underwritten public offering of 72,004,951 Units at a price to the public of $0.26 per Unit, which included
5,004,951 Units purchased to cover over-allotments. Each Unit consists of one share of Viragen common stock and one warrant to purchase one
share of Viragen common stock, exercisable at a price of $0.31 per share through October 2011. We also issued an option for $100 to the
underwriter to purchase 4,020,000 Units at a price of $0.29 per Unit. The warrants underlying the underwriter�s Units are exercisable at $0.39 per
share, but otherwise have the same terms and conditions as the warrants underlying the Units offered to the public.
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This offering raised gross proceeds of approximately $18.7 million, and after fees and expenses, we received net proceeds of approximately
$17.0 million. We utilized approximately $11.5 million of the net proceeds for the redemption of all of our outstanding Series J cumulative
convertible preferred stock and all of Viragen International�s outstanding Series C and D cumulative preferred stock, including the payment of
the related accrued and unpaid dividends, and the retirement of a portion of our convertible debentures.
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RISK FACTORS AFFECTING OUR FUTURE RESULTS OF OPERATIONS

Our future results of operations involve a number of risks and uncertainties. The following paragraphs discuss a number of risks that could
impact our financial condition and results of operations.

An investment in our common stock is highly speculative. You should be aware you could lose the entire amount of your investment. Prior to
making an investment decision, you should carefully read this entire prospectus and consider the following risk factors. The risks and
uncertainties described below are not the only ones we face. There may be additional risks and uncertainties that are not known to us or that we
do not consider to be material at this time. If the events described in these risks occur, our business, financial condition and results of operations
could be adversely affected. This prospectus contains forward-looking statements that involve risks and uncertainties. Our actual results may
differ significantly from the results discussed in the forward-looking statements. This section discusses the business risk factors that might cause
those differences.

Risks Related to Our Financial Condition and Business

We have a history of operating losses and we expect to continue to incur losses and may never be profitable. If we do not develop profitable
operations, we will have to terminate our operations. As a result, investors will lose their entire investment.

Since our organization, we have incurred operating losses and negative cash flow from operating activities as a result of minimal sales coupled
with our significant clinical development, research and development, general and administrative, sales and marketing and business development
expenses. We expect to incur losses for at least the next several years as we expand our sales and marketing capabilities, make use of the sales
and marketing capabilities of third parties and continue our clinical trials and research and development activities. Losses have totaled
approximately:

� $26.7 million for the nine months ended March 31, 2007;

� $18.2 million for our fiscal year ended June 30, 2006;

� $26.2 million for our fiscal year ended June 30, 2005; and

� $18.2 million for our fiscal year ended June 30, 2004.
At March 31, 2007, we had cash on-hand of approximately $87,000, a working capital deficit of approximately $1.2 million, an accumulated
deficit since organization of approximately $193.8 million and stockholders� equity of approximately $3.4 million. Our operating losses, among
other things, have had and will continue to have an adverse effect on our working capital, total assets and stockholders� equity. In light of our
recurring losses, accumulated deficit and cash flow difficulties, the report of our independent registered public accounting firm on our financial
statements for our fiscal year ended June 30, 2006 contains an explanatory paragraph raising substantial doubt about our ability to continue as a
going concern. Our financial statements do not include any adjustments that may be necessary in the event we are unable to continue as a going
concern.
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We believe we have sufficient cash to support our operations, including those of our subsidiaries, through June 2007. However, we will require
substantial additional capital to support our operations subsequent to June 2007. No assurance can be given that additional capital will be
available when required or upon terms acceptable to us. Our inability to generate substantial revenue or obtain additional capital through equity
or debt financings would have a material adverse effect on our financial condition and our ability to continue operations. Accordingly, we could
be forced to significantly curtail or suspend our operations, including laying-off employees, recording asset impairment write-downs and other
measures. We may also consider a merger, asset sale and/or other business combination designed to enhance stockholder values.

We have commenced implementing, and will continue to implement, various measures to address our financial condition, including:

� Continuing to seek debt and equity financing, funding through strategic partnerships, as well as distribution partners for Multiferon®

to generate licensing and sales revenues.

� Curtailing operations where feasible to conserve cash through a combination of: staff reductions in the United States, Sweden and
Scotland; reducing leased space in the United States, Sweden and Scotland and; deferring certain of our research and development
activities until our cash flow improves and we can recommence these activities with appropriate funding.

� Investigating and pursuing transactions including mergers, asset sales and other business combinations deemed by the board of
directors to present attractive opportunities to enhance stockholder values.

As described elsewhere in this prospectus, we have received a notice of delisting of our securities from the AMEX. While we have appealed
AMEX�s determination, in the event our securities are delisted from AMEX, (a) the holder of approximately $1.1 million of our outstanding
convertible debt will have the right to accelerate payment of the amount due, plus an additional 10%, on demand, (b) approximately $700,000 of
unamortized discounts and deferred financing costs associated with the $1.1 million of our outstanding convertible debt will be immediately
recorded as interest expense and (c) our ability to raise additional financing to alleviate our cash flow difficulties will be adversely affected.

In the event our capital-raising efforts, which may involve dilution of existing stockholders, and revenue-generation efforts are unsuccessful, and
if we are unable to identify and consummate an acceptable business combination, we may, in the interest of stakeholders, elect to seek
reorganization of the business under protection of Title 11 of the United States Code. However, before we seek such reorganization, we would
contact creditors, including trade creditors and debt holders, to discuss payment extensions, conversion of debt to equity and/or other
concessions.

We must generate significant revenues to achieve and maintain profitability. While Multiferon® is in its early stage of commercialization
deriving nominal revenue, most of our products and technologies are either in the research stage or in pre-clinical stages of development and will
require substantial additional funding to reach the commercialization stage. Even if we succeed in developing and commercializing one or more
of our product candidates, we may not be able to generate sufficient revenues or achieve or maintain profitability. Our failure to achieve and
maintain profitability would depress the market price of our common stock and could impair our ability to raise additional capital, expand our
business, diversify our product offerings and continue operations. Additionally, investors could lose their entire investment in our securities.
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Our business is capital intensive, and we do not currently generate sufficient revenues to offset our debt service obligations, research and
development activities and other operating expenses. If we are unable to obtain additional funding, as and when required, we may have to
significantly curtail or completely terminate our operations.

We will require substantial future capital in order to continue to complete research, development and commercialization of our products and
technologies, to meet our debt service obligations, to fund other operating expenses and to otherwise execute our business plan. If we are unable
to obtain additional financing or generate licensing and sales revenue sufficient to sustain our operations, as needed, we could be forced to
significantly curtail or suspend our operations, including laying-off employees, recording asset impairment write-downs and other measures.

Additional capital may not be available to us when needed, or on terms that are acceptable to us, or at all. For instance, our common stock price
may not permit us to conduct future financings. Additionally, pursuant to the terms of our convertible debt issued in June 2004 and September
2005, we are not permitted to incur additional indebtedness except in limited circumstances. Our ability to raise additional funds through the
issuance of additional debt will be limited absent a waiver from the debt holder. There can be no assurance the debt holder will provide a waiver,
if requested to do so.

We anticipate research and development costs to increase over the next twelve months, particularly in the area of regulatory-related consulting
fees, toxicology studies and clinical trial costs. Our future capital requirements will depend on many factors including:

� our ability to conduct future financings;

� revenue generated from licensing Multiferon®, our antibody product candidates or our avian transgenics technology;

� revenue generated from the sale of Multiferon®;

� our ability to service our convertible debt and convertible preferred stock;

� progress with future research, development, pre-clinical studies and clinical trials;

� the costs associated with obtaining regulatory approvals;

� the costs involved in patent applications and potential patent enforcement;

� competing technologies and market developments; and

� our ability to establish collaborative arrangements and effective commercialization activities.
Based on our current operating plans, for the last quarter of our fiscal year ending June 30, 2007, we anticipate that we will need approximately
$3.0 million for operating activities, $50,000 for investing activities and $100,000 to service our current financing obligations. Actual
expenditures in these areas could vary based on the amount of capital we are able to obtain.
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We will be substantially dependent on licensing fees and sales of our human alpha interferon product, Multiferon®, to generate revenue for
the foreseeable future. If we are unable to obtain or maintain the necessary required regulatory approvals to manufacture and sell
Multiferon® throughout the European Union, or if Multiferon® is not widely accepted by the markets in which we manufacture and sell it,
we may have to significantly curtail or cease operations and our investors may lose their entire investment.

Our prospects for achieving profitability will depend primarily on how successful we are in executing our business plan to license, market and
sell our human alpha interferon product under the brand Multiferon®. We expect sales of Multiferon® to be a significant source of income for the
foreseeable future. We cannot assure you of the success of our commercialization efforts. The product is approved in Sweden for the first-line
adjuvant treatment of high-risk (Stages IIb-III) malignant melanoma following dacarbazine (DTIC) after surgical removal of tumors. The
product is also approved for sale in Bulgaria, Chile, Mexico, the Philippines and Sweden as a second-line treatment of any and all diseases in
which patients show an initial response to recombinant alpha interferon followed by treatment failure, likely to be caused by neutralizing
antibodies. The product is also approved for sale in Egypt, Hong Kong, Indonesia and South Africa as a second-line therapy for the treatment of
chronic myelogenous leukemia and hairy cell leukemia. Multiferon® is not approved for sale in the United States or European Union countries,
other than Sweden. We have not sought the approval of Multiferon® from the United States Food and Drug Administration or its European
Union counterparts, except Sweden. We will focus on seeking new approvals for Multiferon® in the European Union for the same indications for
which it is approved in Sweden. We may seek approval for other indications in the European Union in the future. In the foreseeable future, we
do not expect to seek regulatory approval in the United States unless we secure licensees to fund such activities or other sources of funding,
including government or private grant funding. We cannot assure you that we will be able to obtain regulatory approval of Multiferon® for the
indications for which Multiferon® is approved in Sweden or for other indications in the European Union or in the United States.

Our ability to generate sufficient revenues to attain profitable operations depends in part upon our ability to establish and maintain
manufacturing and distribution agreements with third parties. We will not be able to significantly reduce our losses or operate profitably until we
obtain the necessary approvals to manufacture and sell Multiferon® on a widely accepted basis throughout the European Union. The successful
commercialization of Multiferon® will require additional marketing and promotional activities and the completion of planned clinical trials,
which are dependent upon our ability to raise significant additional funding, or our ability to generate sufficient cash flow from operating
activities. Investors must understand that Multiferon® may never receive new approvals sought from regulatory authorities, or be able to
maintain current approvals over time. In addition, even if new approvals are received, we may not be able to achieve sufficient profit from the
sale of Multiferon®, unless we successfully meet our long-term sales objectives. If we do not obtain the required approvals, or we do not achieve
profitable operations from the sale of Multiferon®, we may be forced to significantly curtail or cease operations. In the event we cease
operations, our investors will lose their entire investment.
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We may not be able to successfully develop and commercialize our antibody or anti-cancer therapeutic product candidates, which are in
early stage development where there is a significant risk of failure.

Our future growth will depend on our ability, or our licensees� ability, to successfully develop, obtain regulatory approval for and commercialize
our product candidates, including VG102 and VG106.

We will have to conduct significant additional tests with respect to these product candidates, including pre-clinical studies and clinical trials, and
obtain regulatory approval before commercialization may commence. We must demonstrate to the applicable regulatory authorities that each
product candidate is safe and effective for their intended use. Product development is time consuming, expensive and an uncertain process.
Pre-clinical studies consist of laboratory testing using chemical and animal models, and must be completed in order to submit an investigational
new drug application for authorization to conduct human studies. There can be no assurance that a submission of an investigational new drug
application will result in authorization to start clinical trials. Clinical testing consists of assessment of product safety and efficacy of the product
candidate in humans under rigidly controlled conditions. We are currently conducting pre-clinical research studies on VG102 and VG 106. We
expect to conduct additional studies in the future. It may take several years to complete the various stages of testing for each product candidate,
and failure can occur at any stage. Many factors may delay our commencement and completion of clinical trials, including:

� the number of patients that participate in the trial;

� the length of time required to enroll suitable subjects;

� the duration of patient follow-up;

� the number of clinical sites included in the trial;

� changes in regulatory requirements or regulatory delays or clinical holds requiring suspension or termination of the trials;

� delays, suspensions or termination of clinical trials due to the institutional review board overseeing the study at a particular site;

� unforeseen safety issues; and

� inability to manufacture, through third party manufacturers, adequate supplies of the product candidate being tested.
We may suffer significant setbacks in advanced clinical trials, even after obtaining promising results from earlier studies. At any point during
clinical trials, undesirable side effects could be detected. These side effects could interrupt, delay or halt clinical trials of the product candidates
being tested and related product candidates and could result in regulatory authorities denying approval of such product candidates for any or all
targeted uses. Also, we rely on third party consultants to conduct studies of the effects of our product candidates on animals and humans. Our
reliance on these third parties may result in delays in completing, or in failure to complete, these trials if the third parties fail to perform under
our agreements with them.

Based on results at any stage of product development, we may decide to repeat or redesign pre-clinical studies or clinical trials, conduct entirely
new studies or discontinue development of one or more of our product candidates. In addition, our product candidates may not demonstrate
sufficient safety and efficacy in pending or any future pre-clinical testing or clinical trials to obtain the requisite regulatory approvals and even if
such approvals are obtained for a product candidate, it may not be accepted in the market as a viable alternative to other products already
approved or pending approvals.
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Additionally, the conduct of clinical trials is expensive and competition in the bio-pharmaceutical industry is intense. We have a very limited
source of revenue at this time, and we will require significant additional funding to conduct the clinical trials that will be necessary in order to
receive regulatory approvals. We must obtain additional funding from outside sources to conduct these trials. If we are unable to locate funding
or obtain funding on reasonable terms, we may be forced to cease operations. In that case, our investors will lose their entire investment.

If we are unable to produce safe, efficacious, proteins in egg whites of transgenic chickens in commercially viable quantities and required
quality, we may be unable to recoup our research and development expenses and we may be unable to successfully market the OVA� System
used to manufacture these drugs.

Our avian transgenics project, still in the research stage, is designed to enable us to produce therapeutic proteins and antibodies inside the egg
whites of transgenic hens. To date, neither we nor any competitor has commercialized any therapeutic proteins or antibody therapeutic products
based on avian transgenics technologies. Even if we are successful in producing the targeted commercial proteins in egg whites, we are unable to
predict whether this technology will yield commercially viable quantities of products that are safe and efficacious for patients or that regulators
may approve for human use. Our inability to produce commercially viable quantities of high quality protein-based drugs may require us to
discontinue our avian transgenics activities.

Success in early pre-clinical studies may not be indicative of results obtained in later trials and studies and our product candidates may not
commercialize and we may not recover our investment.

Results of our early pre-clinical studies and those of our partners using our humanized antibody products, including our VG102 project, are
based on a limited number of studies and may, upon review, be revised or negated by further analysis or by later stage study results, which may
prevent them from ever reaching human clinical evaluations. Historically, the results from pre-clinical studies and early clinical trials have often
not been predictive of results obtained in later clinical trials. A number of new drugs and biologics have shown promising results in initial
clinical trials, but subsequently failed to establish sufficient safety and effectiveness data to obtain necessary regulatory approvals. Data obtained
from pre-clinical and clinical activities are subject to varying interpretations, which may delay, limit or prevent regulatory approval.

In addition, regulatory delays or rejections may be encountered as a result of many factors, including changes in regulatory policy during the
period of product development.

We rely, and expect to rely in the foreseeable future, on third parties in various international territories to effectively market and distribute
Multiferon® and our other product candidates after receipt of regulatory approval. If these third parties are unable to effectively market
Multiferon®, we may be unable to achieve significant product sales.

One of our business strategies is to license our technologies and products to third parties for marketing and distribution. For instance, we have
entered into agreements with third parties in Mexico, Greece, Chile and South Africa for the distribution of Multiferon®. These third parties are
not our employees and we do not have control over their performance. To date, we have not recognized significant revenue from these
agreements, as some of these markets are relatively small and highly competitive. The majority of these agreements require that the distributor
obtain the necessary regulatory approvals, which, in some cases, have not yet been obtained. Regulatory approval is a mandatory step in the
marketing of a drug, but it is by no means the final challenge in marketing a bio-pharmaceutical product. In many countries, a separate process
may be required for obtaining reimbursement
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authorization. In addition, physicians must be educated about the merits of the product over time and, in some of these territories, government
and/or hospital formularies govern the acceptance for use of a new product. Therefore, we are unable to predict the timing of approvals or sales
in these various countries and we have previously terminated such third party agreements due to non-performance. The failure of these third
parties to sell our product or reach targeted sale amounts would negatively impact our sales growth. To the extent that we transfer technology to
third parties on an exclusive basis, we will be precluded from granting other parties the opportunity to conduct successful marketing activities.

If we are unable to establish sales and marketing capabilities or enter into additional agreements with third parties to market and sell
product candidates, we may be unable to generate significant product revenue to support our continuing operations.

We have no commercial products, other than Multiferon®, and, while we have entered into licensing and distribution agreements with third
parties, we do not currently have our own organization for the sales, marketing and distribution of these products. If we do enter into
arrangements with additional third parties to perform sales and marketing services, our net product revenues will be lower than if we directly
sold and marketed our products and any revenues received under such arrangements will depend on the skills and efforts of others. If we are
unable to establish adequate sales, marketing, and distribution capabilities, whether independently or with third parties, we may not be able to
generate significant product revenue to support our continuing operations.

Possible side effects from the use of Multiferon® could adversely affect potential revenues and physician/patient acceptability of our product.

Like any medication Multiferon® can have side effects. The most common side effects are: fever, chills, sweats, fatigue, stiffness, joint and
muscle pain, headache, loss of appetite and nausea. These acute side effects can usually be relieved by taking acetaminophen and often decrease
during the course of treatment.

There can be no assurance that unexpected or unacceptable side effects will not be found in the future for this use or other potential uses of
Multiferon® which could threaten or limit such product�s usefulness.

Our products may not gain market acceptance among physicians, patients and the medical community, thereby limiting our potential to
generate revenue.

Market acceptance of our products will depend on the benefits of our products in terms of safety, efficacy, convenience, ease of administration
and cost effectiveness and our ability to demonstrate these benefits to physicians, payers and patients. Additionally, there can be no assurance
that our products will not have unexpected or unacceptable side effects that limit the usefulness of the products. We believe that market
acceptance also depends on the pricing of our products and the reimbursement policies of government and third-party payers, as well as the
effectiveness of our sales and marketing activities. Physicians may not prescribe our products, and patients may determine, for any reason, that
our products are not useful to them. The failure of any of our products, once approved, to achieve market acceptance would limit our ability to
generate revenue and would adversely affect our results of operations.
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Some of the indications we are targeting represent smaller patient populations with currently unmet medical needs, which may not result in
significant revenue.

As we identify new indications for our approved product and initial indications for our product candidates, we tend to focus on urgent unmet
medical needs. The market potential for these indications may be small and there can be no assurances that any one or multiple approvals for an
indication will result in significant revenue. While competition in these indications may be less than for other indications, there can be no
assurances that there will not be competition with better products and technologies and more funding to conduct necessary clinical trials than we
are able to provide.

Our potential products may not be commercially viable if we fail to obtain an adequate level of reimbursement for those products by
governments, private health coverage insurers and other organizations, our revenues from these products could be less than anticipated,
which could have a negative impact on our ability to achieve profitable operations.

Sales of pharmaceutical products such as ours largely depend on the reimbursement of patients� medical expenses by government health care
programs and private health insurers. Without the financial support of the governments or third-party payers, the market opportunity for our
products will be limited. These third-party payers are increasingly challenging the price and examining the cost effectiveness of medical
products and services. In addition, significant uncertainty exists as to the reimbursement status of newly approved pharmaceutical products and
services. We may need to conduct post-marketing studies in order to demonstrate the cost-effectiveness of our products. Such studies may
require us to dedicate a significant amount of resources including funding. Our product candidates may not be considered cost-effective.
Third-party payers may elect not to reimburse for our products, or enable us or our partners to sell them at profitable price. If third party payers
decline or limit reimbursement for our products, our product revenue would be less than anticipated, which would negatively impact our ability
to achieve profitable operations.

If our competitors develop and market products faster than we do or if those products are more effective, safer or less expensive than our
approved products, our commercial opportunity will be reduced or may not exist and we may be forced to suspend operations.

Competition in the pharmaceutical and biotechnology industries is intense and is expected to increase. We face competition from pharmaceutical
and biotechnology companies, as well as numerous academic and research institutions and governmental agencies, both in the United States and
abroad. Many of our competitors, including major pharmaceutical companies, have more experience in research, development and clinical
testing of bio-pharmaceutical products. We have not yet developed a pharmaceutical product and gained regulatory approvals such that it can be
widely marketed in an international competitive environment. Many of our competitors also have greater financial, marketing and human
resources capabilities that we do.

Some of our competitors in the alpha interferon markets include Hoffmann-La Roche, Inc. and Schering-Plough Corporation, both of whom
have received approvals for their recombinant and sustained-release alpha interferon products. These companies have been researching,
developing and marketing their products and have received wide acceptance from the medical community, payers and the patient population for
their products. This may make it more difficult for us to introduce our alpha interferon product and penetrate the market, in certain indications, if
and when we receive the necessary regulatory approvals.
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We are aware of many pharmaceutical and biotechnology companies actively engaged in research and development of antibody-based products
that have commenced human clinical trials with or have successfully commercialized antibody products. Some of these companies, such as
Pfizer Inc., ImClone Systems Incorporated, Johnson & Johnson, Medarex, Inc., Wyeth, Inc., Amgen Inc., Abbott Laboratories, UCB Pharma,
Biogen Idec, Inc., Abgenix, Inc., Genentech, Inc., Human Genome Sciences, Inc. and Millennium Pharmaceuticals, Inc. are addressing diseases
and disease indications that are being targeted by us and certain of our research partners. Additionally, there are many more antibody-based
products in various stages of discovery, research and development.

Despite the receipt of regulatory approvals there can be no assurance that our products will be accepted as a treatment superior to our
competitors.

Several companies are attempting to develop avian transgenic biomanufacturing systems similar to our OVA� System. Some of these companies
include AviGenics, Inc., Origen Biomedical, Inc. and GeneWorks, Inc., however, none have commercialized such technology to date.

In addition, technological advances made by our competitors may reduce the market potential for our products. We may not be able to keep pace
with technological advances by others, either because we do not have sufficient resources or because we cannot achieve greater improvements in
our technology. If we are unable to compete with our larger, more experienced competitors, we will likely cease operations or eliminate products
with limited potential returns.

Our competitors may succeed in developing products that are more effective, safer and less expensive than our products or the ones we have
under development or that render our approved or proposed products or technologies noncompetitive or obsolete. In addition, our competitors
may achieve product commercialization before we do. If any of our competitors develop a product that is more effective, safer or more
convenient for patients, or is able to obtain regulatory approval for commercialization before we do, we may not be able to achieve market
acceptance for our products, which would adversely affect our ability to generate revenue and recover the substantial development costs we have
incurred and will continue to incur.

The regulatory approval process for Multiferon® and our product candidates is lengthy, and we may not be able to obtain all of the
regulatory approvals required to manufacture and commercialize Multiferon® and our product candidates, which could limit our revenue
and, ultimately, could require us to cease operations.

All pharmaceutical manufacturers are subject to local, state, federal and foreign rules and regulations, such as those of the United States Food
and Drug Administration and the European Union regulatory authorities. In the United States and in many foreign jurisdictions, rigorous
pre-clinical testing and clinical trials and an extensive regulatory review process must be successfully completed before a new drug can be sold.
We and our collaboration partners must demonstrate to the satisfaction of the applicable regulatory authority that Multiferon® and our product
candidates are safe and effective for their intended uses. Multiferon® and our product candidates may not be approved for all of the intended uses
that we request, which would limit the uses for which we can promote them and adversely impact our ability to generate revenues. If the
approvals we obtain are limited, we may choose to conduct costly, post-marketing follow-up studies to expand the product uses, but those
studies may not produce data sufficient to permit approval for an expanded product use. We have only received regulatory approval for
Multiferon® in Bulgaria, Chile, Mexico, Sweden, Egypt, Hong Kong, Indonesia, the Philippines and South Africa for certain indications. We
have not received regulatory approval for Multiferon® in the United States or in the European Union, other than Sweden. We are in preparations
for requesting approval of Multiferon® in other countries in the European Union for the same indication for which it was approved in Sweden,
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however, there are no assurances it will be approved. We have not received regulatory approval for any of our product candidates. Satisfaction
of these and other regulatory requirements is costly, time consuming, uncertain and subject to unanticipated delays. For instance, we have
initiated the process to conduct a Phase III post-marketing clinical trial with Multiferon® on an international basis, which is expected to cost
between $16 million to $18 million and take six to eight years to complete. Additionally, these rules and regulations may be different in each
jurisdiction that we seek regulatory approval and can involve additional and costly pre-clinical and clinical testing and data review. Despite the
time, expense and resources invested by us in the approval process, we may never receive these regulatory approvals for any specific illness or
range of illnesses that we are attempting to treat with our product candidates.

The time required to obtain approval from the appropriate regulatory authority is unpredictable and the type and magnitude of the testing
required for regulatory approval varies depending on the regulatory authority, the product candidate and the disease or condition for which it is
being developed. Regulatory agencies can delay, limit or deny approval of a product for many reasons, including:

� our failure to demonstrate to the satisfaction of the regulatory authority that a product candidate is safe and effective for a particular
use;

� the results of clinical trials may not meet the level of statistical significance required by the regulatory authority for approval;

� our inability to demonstrate that a product candidate�s benefits outweigh its risks;

� our inability to demonstrate that the product candidate presents an advantage over existing therapies;

� the regulatory authority�s disagreement with the manner in which we interpret the data from pre-clinical studies and clinical trials;

� the regulatory authority�s failure to approve the manufacturing processes or facilities of third-party manufacturers with which we
contract for clinical and commercial supplies; and

� a change in the approval policies or regulations of the regulatory authority or a change in the laws governing the approval process.
Any delay or failure by us or our collaboration partners to obtain regulatory approvals for Multiferon® or our product candidates would
adversely affect our ability to generate revenues from them and could impose significant additional costs on us. Regulatory approval in one
country does not ensure regulatory approval in another, but a failure or delay in obtaining regulatory approval in one country may negatively
impact the regulatory approval process in others. Identification of side effects or occurrence of manufacturing problems could cause subsequent
withdrawal of approval. Our inability to receive and maintain regulatory approvals will limit our revenues and, ultimately, could require us to
cease operations.
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Our product candidates will remain subject to ongoing regulatory requirements even if they receive marketing approval, and if we fail to
comply with these requirements, we could lose these approvals, and the sale of any approved commercial products could be suspended, and
fines could be imposed on us.

Even if we receive regulatory approval to market a particular product candidate, the product will remain subject to extensive regulatory
requirements, including requirements relating to manufacturing, labeling, packaging, adverse event reporting, storage, advertising, promotion,
distribution and record keeping. Even if regulatory approval of a product is granted, the approval may be subject to limitations on the uses for
which the product may be marketed or to the conditions of approval, or contain requirements for costly post-marketing testing and surveillance
to monitor the safety or efficacy of the product, which could reduce our revenues, increase our expenses and render the approved product
candidate not commercially viable. In addition, as clinical experience with a drug expands after approval because it is typically used by a greater
number and more diverse group of patients after approval than during clinical trials, side effects and other problems may be observed after
approval that were not seen or anticipated during pre-approval clinical trials or other studies. Any adverse effects observed after the approval and
marketing of a product candidate could result in limitations on the use of or withdrawal of any approved product from the marketplace. Absence
of long-term safety data may also limit the approved uses of our products, if any. If we fail to comply with the regulatory requirements of the
applicable regulatory authority, or previously unknown problems with any approved commercial products, manufacturers or manufacturing
processes are discovered, we could be subject to administrative or judicially imposed sanctions or other setbacks, including:

� restrictions on the product, manufacturer or manufacturing process;

� warning letters;

� civil or criminal penalties;

� fines;

� injunctions;

� product seizure or detention;

� import or export bans or restrictions;

� voluntary or mandatory product recalls and related publicity requirements;

� suspension or withdrawal of regulatory approvals;

� total or partial suspension of production; and

� refusal to approve pending applications for marketing approval of new products or supplements to approved applications.
If we or our collaboration partners are slow to adapt, or are unable to adapt, to changes in existing regulatory requirements or adoption of new
regulatory requirements or policies, we or our collaboration partners may lose marketing approval for our products when and if any of them are
approved, resulting in decreased revenue.
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If we and our third-party suppliers do not maintain high standards of manufacturing in accordance with all applicable regulations, our
development and commercialization activities could suffer significant interruptions or delays and thus prevent us from realizing revenues
and may cause us to significantly curtail or cease operations.

We and our third-party suppliers on which we currently or may in the future rely, must continuously adhere to corresponding regulations. In
complying with these regulations, we and our third-party suppliers must expend significant time, money and effort in the areas of design and
development, testing, production, validation, inspection, record-keeping and quality control to assure that our products meet applicable
specifications and other regulatory requirements. The failure to comply with these regulations could result in an enforcement action against us,
including seizure of products and shutting down of production. Any of these third-party suppliers and we also may be subject to audits by the
applicable regulatory authorities. If any of our third-party suppliers or we fail to comply with applicable manufacturing regulations, our ability to
develop and commercialize our products could suffer significant interruptions and prevent us from realizing revenues and may cause us to
significantly curtail or cease operations.

Our reliance on foreign third party manufacturers may disrupt operations, which could materially harm our business and financial
condition.

We depend and will continue to depend upon third parties for the processing of materials to manufacture Multiferon® and our product candidates
and for the filling, labeling and packaging of our products. Third party manufacturers may encounter difficulties involving production yields,
quality control and assurance, shortage of qualified personnel, shortage of capacity, compliance with applicable regulations, production costs,
and development of advanced manufacturing techniques and process controls. Also, third party manufacturers may not perform as agreed to or
may not remain in the contract manufacturing business for the time required by us to successfully produce and market our products. Any failure
of third party manufacturers to deliver the required quantities of Multiferon® and our product candidates for clinical use on a timely basis and at
commercially reasonable prices, and our failure to find replacement manufacturers could materially harm our business and financial condition.

Foreign manufacturing could expose us to risks involved with fluctuations in exchange rates of foreign currencies. In addition, reliance on
international vendors exposes us to all the risks of dealing with a foreign manufacturing source. These risks include:

� unexpected changes in regulatory requirements;

� tariffs and other trade barriers, including import and export restrictions;

� political or economic instability;

� compliance with foreign laws;

� transportation delays and interruptions;

� difficulties in protecting intellectual property rights in foreign countries; and

� currency exchange risks.
Foreign manufacturing arrangements may also limit our control, and could disrupt our operations, which, in turn, could negatively impact upon
your investment in us.

The process of manufacturing antibody therapeutic products is complex. Third party manufacturing facilities must adhere to current Good
Manufacturing Practice regulations, enforced through facility inspection programs. If we are unable to manufacture product candidates in
accordance with Good Manufacturing Practices and applicable regulations, we may not be able to obtain regulatory approval for our products,
which could materially harm our business and financial condition.
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Our operations involve hazardous materials and are subject to environmental, health and safety controls and regulations, which can be
expensive to comply with and we may be liable for damages.

As a bio-pharmaceutical company, we are subject to environmental, health and safety laws and regulations, including those governing the use of
hazardous materials. The cost of compliance with environmental, health and safety regulations may be substantial. Our business activities
involve the controlled use of hazardous materials and we cannot eliminate the risk of accidental contamination or injury from these materials. In
the event of an accident or environmental discharge, we may be held liable for any resulting damages, which may exceed our financial resources
and could materially harm our business, financial condition and results of operations.

If third-party contract research organizations and consultants do not perform in an acceptable and timely manner, our pre-clinical studies or
clinical trials could be delayed or unsuccessful.

We do not have the ability to conduct all aspects of our pre-clinical studies or clinical trials ourselves. We rely and will continue to rely on
clinical investigators, third-party contract research organizations and consultants to perform some or all of the functions associated with
pre-clinical testing or clinical trials. The failure of any of these vendors to perform in an acceptable and timely manner in the future, including in
accordance with any applicable regulatory requirements, such as good clinical or laboratory practices, or pre-clinical testing or clinical trial
protocols, could cause a delay or otherwise adversely affect our pre-clinical testing or clinical trials and ultimately the timely advancement of
our development programs. Additionally, competition for consultants, animal colonies and human patients may be intense and we may
experience delays in development projects or suspension of studies if we are unable to fund or gain access to consultants, animals or human
patients.

We conduct most of our operations in foreign countries and we anticipate marketing our products in foreign countries, which presents
numerous challenges. If we are unable to efficiently manage these challenges, our revenue, cost of operations and ability to attain profitable
operations could be materially adversely affected.

There are challenges associated with international marketing activities including language and cultural barriers, variations in compliance
procedures in certain countries and/or changes in regulatory requirements where our products may be marketed, performance of our distribution
channels, government�s willingness to promote cheaper generic versions of competing products, the general population�s inability to afford
private care drug products, changes in economic conditions and instability from country to country, changes in a country�s political condition,
trade protection measures, tariffs and other trade barriers, including import and export restrictions, and tax issues. Our future revenues, costs of
operations and profit results could be materially adversely affected by any or all of these factors. It may take significant time to overcome these
challenges with no assurance that a particular market will ever be effectively penetrated.
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Our international operations expose us to the risk of fluctuations in currency exchange rates, which could negatively impact our revenues
and anticipated sales margins.

We conduct operations in several different countries. The balance sheet accounts of our operations in Scotland and Sweden, including
intercompany accounts that are considered long-term in nature, are translated to U.S. dollars for financial reporting purposes and resulting
adjustments are made to stockholders� (deficit) equity. The value of the respective local currency may strengthen or weaken against the U.S.
dollar, which would impact the value of stockholders� investment in our common stock. Fluctuations in the value of the British Pound and
Swedish Krona against the U.S. dollar have occurred during our history, which have resulted in unrealized foreign currency translation gains and
losses, which are included in accumulated other comprehensive income and shown in the stockholders� (deficit) equity section of our
consolidated balance sheet. Intercompany trading accounts, which are short-term in nature, are remeasured at current exchange rates as of the
balance sheet dates and any gains or losses are recorded in other expense (income), net.

We also conduct transactions that are denominated in currencies other than the U.S. dollar, British Pound and Swedish Krona. Transactions
denominated in other currencies are accounted for in the respective local currency at the time of the transaction. Upon settlement of this type of
transaction, any foreign currency gain or loss results in an adjustment to income.

Our results of operations may be impacted by the fluctuating exchange rates of foreign currencies, especially the British Pound and Swedish
Krona, in relation to the U.S. dollar. Most of the revenue and expense items of our foreign subsidiaries are denominated in the respective local
currencies. The strengthening of these local currencies against the U.S. dollar will result in higher expenses and liabilities when translated into
U.S. dollars, which would lower or possibly eliminate completely our revenues and anticipated sales margins on product sales.

We do not currently engage in hedging activities with respect to our foreign currency exposure.

If we cannot protect our intellectual property, our ability to develop and commercialize our products could be severely limited and may cause
us to terminate activities on such products and never realize a return on our investments in such products.

Our success is dependent in part on our ability to obtain, maintain and enforce our intellectual property rights (owned and licensed) domestically
and abroad. The patent position of biotechnology and pharmaceutical companies is highly uncertain, involves complex legal and factual issues
and has in recent years been the subject of much litigation. The validity, enforceability and commercial value of these rights, therefore, are
highly uncertain.

Fundamentally, a patent is a grant of a right to exclude others from making, using or selling an invention. However, our patents may not protect
us against our competitors. The issuance of a patent is not conclusive as to its scope, validity or enforceability. The scope, validity or
enforceability of our patents can be challenged in litigation. Such litigation can involve substantial costs and distraction. If the outcome of such
litigation is adverse to us, third parties may be able to use our patented inventions and compete directly with us, without payment to us. Third
parties may also be able to circumvent our patents by design innovations. We may not receive any additional patents based on the applications
currently pending.
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Our patents may not contain claims that are sufficiently broad to prevent others from practicing our technologies or developing competing
products. Competitors may be able to use technologies in competing products that perform substantially the same function as our technologies
but avoid infringing our patent claims. Under such �workaround� circumstances, our patents would be of little commercial value to us.

Patent applications we file may not result in the issuance of a patent. Because patent applications are typically not published for several months
after filing, or in some cases, not at all, and because publications of discoveries in the scientific literature often lag behind actual discoveries,
neither we nor our licensors or collaborators can be certain that we or they were the first to make the inventions claimed in patents or pending
patent applications, or that we or they were the first to file for protection of the inventions set forth in these patent applications. Assuming the
other requirements for patentability are met, in the United States, the first to invent is entitled to the patent, and outside of the United States, the
first to file is entitled to the patent.

Intellectual property rights are fundamentally territorial in nature, and depend on the differing laws of separate nations and entities. Accordingly,
we may not be able, alone or with our licensors or collaborators, to prevent misappropriation of our proprietary rights, particularly in countries
where the laws may not protect such rights as fully as in the United States. The actual protection we receive from a foreign patent may vary from
one country to another. Thus, any patents that we own or license from third parties may not provide commercially meaningful protection from
competition.

We rely on maintaining as trade secrets our competitively sensitive know-how and other information. Intentional or unintentional disclosure
of this information could impair our competitive position.

As to many technical aspects of our business, we have concluded that competitively sensitive information is either not patentable or that for
competitive reasons it is not commercially advantageous to seek patent protection. In these circumstances, we seek to protect this know-how and
other proprietary information by maintaining it in confidence as a trade secret. To maintain the confidentiality of our trade secrets, we generally
enter into confidentiality agreements with our employees, consultants, collaborators, contract manufacturers and advisors upon commencement
of their relationships with us. These agreements require that all confidential information developed by the individual or made known to the
individual by us during the course of the individual�s relationship with us be kept confidential and not disclosed to third parties. We may not
obtain these agreements in all circumstances, and the agreements we have may be breached. We may not become aware of, or have adequate
remedies in the event of, any such breach. In addition, in some situations, these agreements may conflict with, or be subject to, the rights of third
parties with whom our employees, consultants, collaborators, contract manufacturers or advisors have previous employment or consulting
relationships. To the extent that our employees, consultants, collaborators, contract manufacturers or advisors use trade secrets or know-how
owned by others in their work for us, disputes may arise as to the ownership of relative inventions. Also, others may independently develop
substantially equivalent trade secrets, processes and know-how, and competitors may be able to use this information to develop products that
compete with our products, which could adversely impact our business. The disclosure of our trade secrets could impair our competitive
position. Adequate remedies may not exist in the event of unauthorized use or disclosure or our confidential information.
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If we fail to comply with our obligations in the agreements under which we license development or commercialization rights to products or
technology from third parties, we could lose license rights that are important to our business and incur financial obligations based on our
exercise of such license rights.

In April 2005, we executed a global exclusive license with Cancer Research Technology UK for the rights to develop and commercialize an
anti-CD55 antibody. This license provides to us use of intellectual property that is important to our business, and we may enter into additional
agreements with other partners in the future that provide license to us of valuable technology. The license imposes, and future licenses may
impose, various commercialization milestone payments and other payment obligations on us. If we fail to reach the material milestones set forth
in our development plan contained in the agreement by more than six months, the licensor may have the right to terminate the license specified
in the agreement, in which event we would lose valuable rights and our ability to develop our product candidates.

If third parties successfully assert that we have infringed their patents and proprietary rights, or successfully challenge the validity of our
patents and proprietary rights, we may become involved in intellectual property disputes and litigation that would be costly, time consuming,
and which could delay or prevent the development or commercialization of our product candidates and may cause us to seek a license to
continue to develop or commercialize our product candidates, which could have a material adverse affect on our business.

Our ability to commercialize our product candidates depends on our ability to develop, manufacture, market and sell our product candidates
without infringing the proprietary rights of third parties. In the event that our technologies infringe or violate the patent or other proprietary
rights of third parties, we may be prevented from pursuing product development, manufacturing, marketing and selling of our product that
utilizes such technologies. There may be patents held by others of which we are unaware that contain claims that our products or operations
infringe. In addition, given the complexities and uncertainties of patent law, there may be patents of which we know that we may ultimately be
held to infringe, particularly if the claims of the patent are determined to be broader than we believe them to be. For instance, United States and
foreign patents have been issued to others for genetically engineered and human-derived interferons and methods and processes for producing
transgenic birds. While we are not currently aware of any patent issues, this does not preclude a third party from filing a claim against us. In the
event a third party claims that we infringe its patents, any of the following may occur:

� we may become liable for substantial damages for past infringement if a court decides that our technologies infringe upon a
competitor�s patent;

� a court may prohibit us from selling or licensing our product without a license from the patent holder, which may not be available on
commercially acceptable terms or at all, or which may require us to pay substantial royalties or grant cross-licenses to our patents;
and

� we may have to redesign our product so that it does not infringe upon others� patent rights, which may not be possible or could
require substantial funds or time.

Additionally, licenses may not be exclusive in which case our competitors might gain access to the same technology as to that which was
licensed to us. If we failed to obtain a required license or were unable to alter the design of our product candidates to make the licenses
unnecessary, we might be unable to commercialize one or more of our product candidates, which could significantly affect our ability to
establish and grow our commercial business.
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Many of our employees, consultants, contractors and others may use the trade secret information of others in their work for us or they may
disclose our trade secret information to others. Either of these events could lead to disputes over the ownership of inventions derived from that
information or expose us to potential damages or other penalties.

If any of these events occurs, our business will suffer.

We may incur substantial costs as a result of litigation or other proceedings relating to patent or other intellectual property rights.

There has been substantial litigation and other proceedings regarding patent and intellectual property rights in the bio-pharmaceutical industry.
We may be forced to defend claims of infringement brought by our competitors and others, and we may institute litigation against others who we
believe are infringing our intellectual property rights. In the future, we expect our license agreements may include certain provisions that could
require us to defend claims against our licensed patents and could subject us to significant legal expenses in defense and enforcement activities.
The outcome of intellectual property litigation is subject to substantial uncertainties and may, for example, turn on the interpretation of claim
language by the court, which may not be to our advantage, or on the testimony of experts as to technical facts upon which experts may
reasonably disagree. Our involvement in intellectual property litigation could result in a significant expense to us. Some of our competitors have
considerable resources available to them and a strong economic incentive to undertake substantial efforts to stop or delay us from
commercializing products. We, on the other hand, are a relatively small company with comparatively few resources available to us to engage in
costly and protracted litigation. Moreover, regardless of the outcome, intellectual property litigation against or by us could significantly disrupt
our development and commercialization efforts, divert our management�s attention, quickly consume our financial resources or require us to
disclose confidential information. In addition, if third parties file patent applications or issue patents claiming technology that is also claimed by
us in pending applications, we may be required to participate in interference proceedings with the applicable regulatory authority, including
oppositions, to determine priority of invention or patentability. Even if we are successful in these proceedings, we may incur substantial costs,
and the time and attention of our management and scientific personnel will be diverted in pursuit of these proceedings.

Licenses to third parties may not result in revenue to us and exclusive licenses will preclude us from seeking alternative revenue streams.

One of our business strategies is to license our products or technologies to third parties. They, in turn, will use this license to produce and/or
market our products and technologies. We cannot guarantee that these third parties will be able to successfully produce or market the products or
technologies or that we will receive revenue from their efforts. To the extent that we grant exclusive licenses to third parties, we may be
precluded from granting other parties the opportunity to conduct successful marketing activities.
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Our copyrightable and trademark works are assets that must be protected. If we are unable to protect these assets, our competitive position
could be weakened.

Copyright law in the U.S. protects those original works of authorship fixed in a tangible medium of expression. While our intellectual property
largely resides in our portfolio of patents, trademarks, and trade secrets, our works of authorship embody certain rights and may deserve
protection. To the extent we create written works such as brochures, web sites, or trade show presentations, we are publishing works of
authorship that may well be presented to competitors. While copyright protection subsists in such works once they are fixed (e.g., on paper or in
electronic format), the added layer of protection that comes from registration is important. Without registration of a work at the appropriate
territorial copyright office, it may be difficult, if not impossible, to initiate actions against alleged infringement.

We may be exposed to product liability claims, and our product liability insurance may not be sufficient to cover all claims or continue to be
available to us.

We are exposed to the risk of product liability claims. We may be subject to claims against us even if the injury is due to the actions of others.
For example, if the medical personnel that use our products on patients are not properly trained or are negligent in the use of our products, the
patient may be injured through the use of our products, which may subject us to claims. The use of our product candidates in clinical trials could
also expose us to product liability claims. Persons who claim to be injured from use of our products or processes, may file claims for personal
injuries or other damages against us. Directives in the European Union, for example, provide for strict liability and permit compensation claims
to be made within a ten year period from when the product is placed on the market, and three years from the event giving rise to the claim,
thereby creating a 13 year period within which compensation claims could be asserted. Regulations in other countries and regions may differ and
may expose us to incremental risks of liability. We maintain product liability insurance in the amount of $10 million.

Generally, our clinical trials, including our melanoma trials, are conducted in patients with serious life-threatening diseases for whom
conventional treatments have been unsuccessful or for whom no conventional treatment exists, and in some cases, our product is used in
combination with approved therapies that themselves have significant adverse event profiles. During the course of treatment, these patients could
suffer adverse medical events or die for reasons that may or may not be related to our products.

We cannot predict all of the possible harms or side effects that may result form the use of our products to cover all liabilities or defense costs we
might incur. We cannot be sure that our insurance coverage will be adequate to insulate us from liabilities that may result from the use of our
products. Also, in the future this type of insurance may not be available, or we may not be able to afford this form of insurance. A product
liability claim or series of claims brought against us could give rise to substantial liability that could exceed our resources. Even if claims are not
successful, the costs of defending such claims and potential adverse publicity could be harmful to our business.
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Our reliance on third party suppliers to supply our raw materials may disrupt operations and our ability to develop and commercialize
products.

We currently rely, and we expect to rely on third-party suppliers to supply our raw materials to produce our products and develop our product
candidates. All of these suppliers are outside of the United States. Reliance on third-party suppliers exposes us to risks. These risks include:

� unexpected changes in regulatory requirements;

� tariffs and other trade barriers, including import and export restrictions;

� political or economic instability;

� compliance with foreign laws;

� possible breach of the manufacturing agreement by the third party because of factors beyond our control;

� the possible termination or non-renewal of the agreement by the third party, based on its own business priorities, at a time that is
costly and inconvenient for us;

� transportation delays and interruptions;

� limitations on supply availability resulting from capacity and scheduling constraints of the third party;

� difficulties in protecting intellectual property rights in foreign countries; and

� currency exchange risks.
Foreign supply arrangements may also limit our control, and could disrupt our operations, which, in turn, could negatively impact upon your
investment in us. Our dependence upon others for the raw materials to produce our products and product candidates may adversely affect our
business and our ability to develop our product candidates and commercialize any products that receive regulatory approval on a timely basis.

The production of Multiferon® is highly dependent on the availability of human leukocytes, and any interruption in supply could adversely
affect our ability to manufacture Multiferon®.

We are dependent upon third party blood collection agencies to supply human leukocytes as a key raw material in the manufacture of
Multiferon®. We currently maintain supply agreements, including, through our Swedish subsidiary, with the German Red Cross. The failure to
maintain such agreements or obtain new ones could have a material adverse affect on us.

If we are unable to obtain the necessary leukocytes, we may be required to scale back our operations or stop manufacturing Multiferon®. The
costs and availability of leukocytes are subject to fluctuation depending on a variety of factors beyond our control, including competitive factors,
changes in technology, and governmental regulations that may limit or prevent their availability.
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If we lose the services of our key management or scientific personnel, scientific collaborators or other advisors, our business and ability to
attain profitable operations would suffer.

The success of our business is highly dependent on our management as well as our senior manufacturing and scientific personnel. We also rely
on our scientific collaborators and other advisors, particularly with respect to our research and development efforts. In addition, we require
skilled personnel in areas such as business and clinical development. We do not maintain key-person life insurance on any of our officers,
employees or consultants. In addition, although we have employment agreements with key members of management, each of our employees,
subject to applicable notice requirements, may terminate his or her employment at any time. The pool of individuals with relevant experience in
bio-technology is limited, and retaining and training personnel with the skills necessary to operate our business effectively is challenging, costly
and time-consuming. If we lose the services of any key personnel, our business, financial condition and results of operations could be materially
and adversely affected.

Risks Related to our Common Stock

We have received a notice of delisting from the American Stock Exchange. Absent a successful appeal from the notice, the delisting of our
securities will impact on our financial statements, could accelerate the payment of outstanding indebtedness, could cause institutional
investors to sell or refrain from purchasing our securities, make it more difficult to buy and sell our securities and otherwise adversely affect
our financial condition and the market for our securities.

On May 17, 2007, Viragen received a notice from the Staff of the American Stock Exchange (AMEX) indicating that Viragen no longer
complies with the AMEX�s continued listing standards and, accordingly, the AMEX intends to file an application with the Securities and
Exchange Commission to strike Viragen�s common stock, units and warrants from listing and registration on the AMEX. The bases for the Staff�s
notice are that

� Viragen had stockholders� equity of less than $4 million and net loses in three of its four most recent fiscal years, and stockholders�
equity of less than $6 million and net loses in its five most recent fiscal years, as a result of which Viragen is not in compliance with
Sections 1003(a)(ii) and 1003(a)(iii) of the AMEX Company Guide;

� Viragen has sustained losses which are so substantial in relation to its overall operations or its existing financial resources, or its
financial condition has become so impaired, that, in the AMEX�s opinion, it is questionable whether Viragen can continue operations
and/or meet its obligations as they mature, as a result of which Viragen is not in compliance with Section 1003(a)(iv) of the AMEX
Company Guide; and

� Viragen has failed to effect a reverse split of its common stock notwithstanding that its common stock has been selling at a low price
per share for a substantial period of time, as a result of which Viragen is not in compliance with Section 1003(f)(v) of the AMEX
Company Guide.

Since September 2005, Viragen�s securities have been listed on AMEX pursuant to a temporary exception that required the Company to
demonstrate compliance with AMEX�s listing criteria on or before March 20, 2007. The AMEX Staff notice includes a determination that
Viragen failed to regain compliance with the AMEX continued listing standards by the end of the exception period or as of the date of its
determination letter.
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Viragen has appealed the AMEX Staff notice by requesting a hearing before an AMEX Listing Qualifications Panel. The filing of the hearing
request operates to stay delisting of the Company�s securities pending the hearing panel�s determination. However, there is no assurance that the
AMEX hearing panel will permit the Company�s securities to remain listed on the AMEX.

In the event our securities are delisted from AMEX, (a) the holder of approximately $1.1 million of our outstanding convertible debt will have
the right to accelerate payment of the amount due, plus an additional 10%, on demand, (b) approximately $700,000 of unamortized discounts
and deferred financing costs associated with the $1.1 million of our outstanding convertible debt will be immediately recorded as interest
expense and (c) our ability to raise additional financing to alleviate our cash flow difficulties will be adversely affected.

In addition, in the event our securities are delisted from AMEX, we believe our securities are eligible to continue trading on the over-the-counter
Bulletin Board; however, certain institutional investors have policies against investments in Bulletin Board companies and other investors may
refrain from purchasing our securities if they are not listed on a national securities exchange. Also, we would lose some of our existing analyst
coverage and our efforts to obtain new analyst coverage would be significantly impaired. Further, our ability to sell our equity securities and
debt would be significantly limited in numerous states because the exemption we utilize to sell these securities without registration under
applicable state securities laws requires that our common stock be listed on a major exchange, including AMEX. If we were required to register
our equity securities or debt offerings under the securities laws of various states, no assurance will be given as to whether we would be able to
obtain the necessary approvals from states� securities administrators. To the extent our securities were to be delisted from trading on AMEX, the
value of our equity securities and our ability to sell equity securities and debt would be negatively impacted. The occurrence of these events
could have a material adverse effect on our ability to repay our outstanding debt and other obligations and otherwise fund our operations.

Additionally, if we are delisted from AMEX, and the price of our common stock does not increase significantly, our common stock would be a
�low-priced� security under the �penny stock� rules promulgated under the Securities Exchange Act of 1934, as amended. In accordance with these
rules, broker-dealers participating in transactions in low-priced securities must first deliver a risk disclosure document that describes the risks
associated with such stocks, the broker-dealer�s duties in selling the stock, the customer�s rights and remedies and certain market and other
information. Furthermore, the broker-dealer must make a suitability determination approving the customer for low-priced stock transactions
based on the customer�s financial situation, investment experience and objectives. Broker-dealers must also disclose these restrictions in writing
to the customer, obtain specific written consent from the customer, and provide monthly account statements to the customer. The effect of these
restrictions may decrease the willingness of broker-dealers to make a market in our common stock, decrease liquidity of our common stock and
increase transaction costs for sales and purchases of our common stock as compared to other securities. Our management is aware of the abuses
that have occurred historically in the penny stock market. Although we do not expect to be in a position to dictate the behavior of the market or
of broker-dealers who participate in the market, management will strive within the confines of practical limitations to prevent abuses normally
associated with �low-priced� securities from being established with respect to our securities.
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An effective registration statement may not be in place when an investor desires to exercise warrants obtained in our underwritten public
offering completed in November 2006, thus precluding such investor from being able to exercise his, her or its warrants and causing such
warrants to be practically worthless.

No warrant obtained in our underwritten public offering completed in November 2006 held by public stockholders or issuable upon exercise of
the underwriter�s purchase option will be exercisable and we will not be obligated to issue shares of common stock unless at the time a holder
seeks to exercise such warrant, a prospectus relating to the common stock issuable upon exercise of the warrant is current and the common stock
has been registered or qualified or deemed to be exempt under the securities laws of the state of residence of the holder of the warrants. Under
the terms of the warrant agreement, we have agreed to use our best efforts to meet these conditions and to maintain a current prospectus relating
to the common stock issuable upon exercise of the warrants until the expiration of the warrants. However, while the shares underlying the
warrants are currently covered by a current prospectus, we cannot assure you that we will be able to maintain a current prospectus related to the
common stock issuable upon exercise of the warrants, and holders would be unable to exercise their warrants and we would not be required to
settle any such warrant exercise. If the prospectus relating to the common stock issuable upon the exercise of the warrants is not current or if the
common stock is not qualified or exempt from qualification in the jurisdictions in which the holders of the warrants reside, the warrants held by
public stockholders or issuable upon exercise of the underwriter�s purchase option may have no value, the market for such warrants may be
limited and such warrants may expire worthless. Even if the prospectus relating to the common stock issuable upon exercise of the warrants is
not current, the warrants issued to our initial security holders may be exercisable for unregistered shares of common stock.

If our securities are delisted from the AMEX, investors in our underwritten secondary offering completed in November 2006 may engage in
resale transactions only in those states in which we registered that offering and certain other jurisdictions for which an applicable exemption
from registration exists.

Under the National Securities Markets Improvement Act of 1996, the resale of the units and, once they became separately transferable, the
common stock and warrants comprising the units, are exempt from state registration requirements because the securities are listed on the AMEX.
However, each state retains jurisdiction to investigate and bring enforcement actions with respect to fraud or deceit, or unlawful conduct by a
broker or dealer, in connection with recapitalization, reorganization, merger or consolidation. If our securities are delisted from the AMEX,
investors in our underwritten secondary offering completed in November 2006 may engage in resale transactions only in those states in which
we registered that offering and certain other jurisdictions for which an applicable exemption from registration exists.

The financings that we have consummated are, and future financings may be, dilutive to stockholders and may adversely affect the market
price for our shares of common stock.

Our success in attracting additional funding has been limited to transactions in which our equity is used as currency. Financing activities during
this period often have consisted of sales of our common stock at a discount to the market price and the issuance of securities convertible into or
exercisable for shares of our common stock, sometimes at a discount to prevailing market prices. In light of the availability of this type of
financing, and the lack of alternative proposals, our board of directors has determined that the continued use of our equity for these purposes
may be necessary if we are to sustain operations. Equity financings of the type we have been required to pursue are dilutive to our stockholders
and may adversely impact the market price for our shares of common stock.
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The issuance of our shares upon the exercise or conversion of securities we have outstanding may cause significant dilution to our
stockholders and may have an adverse impact on the market price of our common stock.

As of the date of this prospectus, there were 218,660,475 shares of our common stock outstanding. The issuance of our shares upon the exercise
or conversion of securities we have outstanding will increase the number of our publicly traded shares, which could depress the market price of
our common stock.

The perceived risk of dilution may cause our stockholders to sell their shares, which would contribute to a downward movement in the stock
price of our common stock. Moreover, the perceived risk of dilution and the resulting downward pressure on our stock price could encourage
investors to engage in short sales of our common stock. By increasing the number of shares offered for sale, material amounts of short selling
could further contribute to progressive price declines in our common stock.

As of the date of this prospectus, there were 195,931,414 shares of our common stock issuable upon exercise or conversion of the following
securities. This amount of issuable shares is approximately 90% of our outstanding shares of common stock as of the date of this prospectus.

Debt and equity offering warrants (exercisable at a weighted average price of $0.24 per share through
October 2011) 144,480,548
June 2004 convertible notes or related warrants issuable upon redemption of the notes
(convertible/exercisable at $0.10 per share through August 2008) 11,000,000
Underwriter�s purchase option to purchase 4,020,000 units at $0.29 per unit through October 2011. Each
unit consists of one share of common stock and one warrant to purchase one share of common stock
exercisable at $0.39 per share. 8,040,000
Officers, employees, and directors options (exercisable at a weighted average price of $0.63 per share
through March 2014) 1,936,200
September 2005 convertible debentures (convertible at $0.10 per share through September 2008) 468,750
Consultant warrants (exercisable at a weighted average price of $3.05 per share through February 2009) 5,000
10% Series A Cumulative Convertible Preferred Stock 916
Series K 18% Cumulative Convertible Preferred Stock 30,000,000

195,931,414

The conversion and exercise prices of outstanding securities may be reduced, and the number of shares that we issue on conversion or
exercise may be increased, in the event that we issue common stock or securities convertible into common stock in the future for
consideration that is less than the conversion or exercise prices of the outstanding securities.

The terms of certain of our outstanding convertible debt and warrants provide for a downward adjustment in the conversion and exercise prices
in the event that we subsequently issue shares of our common stock, or securities convertible into or exercisable for our common stock, for
consideration that is less than the conversion or exercise prices of the previously issued securities. Any reduction of the conversion or exercise
prices of outstanding securities as a result of these adjustment provisions will require that we issue a greater number of shares upon conversion
of convertible debt or exercise of warrants than we would have issued in the absence of these provisions. Any additional shares that we issue as a
result of the adjustment provisions of these securities will cause further dilution to our existing stockholders.
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We are engaged in the bio-pharmaceutical industry; as a result, the market for our shares of common stock may be subject to extreme
volatility.

The market for securities of bio-pharmaceutical companies, including ours, has historically been more volatile than the market for stocks in
general. As a result, the price and volume of our shares may be subject to wide fluctuations in response to factors, some of which are beyond our
control, including, without limitation:

� quarter-to-quarter variations in our operating results;

� our announcement of material events;

� price fluctuations in sympathy to others engaged in our industry; and

� the effects of media coverage of our business.
Price and volume volatility may prevent you from selling your shares of our common stock when you desire to do so, and the inability to sell
your shares in a rapidly declining market may substantially increase your risk of loss. Our shares have traded between a high of $1.03 and a low
of $0.02 since January 1, 2005. The daily trading volume of our shares since January 1, 2005 has been volatile ranging between 23,500 and
approximately 247.4 million shares in a single day.

We may not have sufficient surplus to redeem our Series K 18% Cumulative Convertible Preferred Stock, and we may not have sufficient
surplus or net profits to be able to pay dividends on such preferred stock.

As a Delaware corporation, we may not declare and pay dividends on our capital if the amount paid exceeds an amount equal to the surplus
which represents the excess of our net assets over paid-in-capital or, if there is no surplus, our net profits for the current and/or immediately
preceding fiscal year. Also, under applicable Delaware case law, dividends may not be paid on our Series K 18% Cumulative Convertible
Preferred Stock if we become insolvent or the payment of dividend will render us insolvent. In addition, to the extent we pay dividends and we
are deemed to be insolvent or inadequately capitalized, a bankruptcy court could direct the return of any dividends.

Our ability to redeem the Series K 18% Cumulative Convertible Preferred Stock will generally depend upon the amount of surplus that each
corporation possesses. Additionally, a corporation may redeem shares of its preferred stock by applying some or all of the capital represented by
the shares being redeemed to the redemption so long as the assets of the corporation remaining after such reduction is sufficient to pay any debts
of the corporation for which payment has not otherwise been provided.

We do not expect to pay dividends on our common stock in the foreseeable future.

We have never paid cash dividends on our common stock. We do not expect to pay cash dividends on our common stock any time in the
foreseeable future. Our outstanding convertible debt prohibits us from directly or indirectly paying cash dividends or distributions on our
common stock. Provisions of our outstanding convertible debt and 10% Series A Cumulative Convertible Preferred Stock also prohibit the
payment of dividends on our common stock, subject to certain exceptions. Additionally, any future payment of dividends will directly depend
upon our future earnings, capital requirements, financial requirements and other factors that our board of directors will consider. For the
foreseeable future, we will use earnings from operations, if any, to finance our growth, and we will not pay dividends to our common
stockholders. You should not rely on an investment in our common stock if you require dividend income. The only return on your investment in
our common stock, if any, would most likely come from any appreciation of our common stock.

31

Edgar Filing: VIRAGEN INC - Form S-8

38



As a Delaware corporation, we may not declare and pay dividends on our capital if the amount paid exceeds an amount equal to the surplus
which represents the excess of our net assets over paid-in-capital or, if there is no surplus, our net profits for the current and/or immediately
preceding fiscal year. To the extent we pay dividends and we are deemed to be insolvent or inadequately capitalized, a bankruptcy court could
direct the return of any dividends.

We could use preferred stock to fund operations or resist takeovers, and the issuance of preferred stock may cause additional dilution.

Our certificate of incorporation authorizes the issuance of up to 1,000,000 shares of preferred stock, of which 2,150 shares of 10% Series A
Cumulative Convertible Preferred Stock and 30,000 shares of Series K 18% Cumulative Convertible Preferred Stock are issued and outstanding
as of the date of this report. Our certificate of incorporation gives our board of directors the authority to issue preferred stock without the
approval of our stockholders. We may issue additional shares of preferred stock to raise money to finance our operations. We may authorize the
issuance of the preferred stock in one or more series. In addition, we may set the terms of preferred stock, including:

� dividend and liquidation preferences;

� voting rights;

� conversion privileges;

� redemption terms; and

� other privileges and rights of the shares of each authorized series.
The issuance of large blocks of preferred stock could possibly have a dilutive effect to our existing stockholders. It can also negatively impact
our existing stockholders� liquidation preferences. In addition, while we include preferred stock in our capitalization to improve our financial
flexibility, we could possibly issue our preferred stock to friendly third parties to preserve control by present management. This could occur if
we become subject to a hostile takeover that could ultimately benefit us and our stockholders.

It is not possible to foresee all risks that may affect us. Moreover, we cannot predict whether we will successfully effectuate our current
business plan. Each prospective purchaser is encouraged to carefully analyze the risks and merits of an investment in our securities and
should take into consideration when making such analysis, among others, the Risk Factors discussed above.
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2006 EQUITY COMPENSATION PLAN

The following descriptions summarize certain provisions of the Viragen, Inc. 2006 Equity Compensation Plan. This summary is not complete
and is qualified by reference to the full text of the Plan. A copy of the 2006 Equity Compensation Plan has been filed as an exhibit to the
registration statement of which this prospectus is a part. Each person receiving an option or stock award under the 2006 Equity Compensation
Plan should read the plan in its entirety.

On April 7, 2006, the board of directors adopted, subject to the approval of the stockholders, the 2006 Equity Compensation Plan, or the 2006
Plan. The board of directors reserved 4 million shares of common stock under the 2006 Plan. The 2006 Plan is administered by the
compensation committee, the board of directors or a committee designated by the board.

The 2006 Plan provided for the grant of (a) Stock Options, (b) Stock Appreciation Rights, (c) Restricted Stock Awards and (d) Other Stock
Based Awards.

Stock options granted under the 2006 Plan may be either Incentive Stock Options or Nonqualified Stock Options. Any Incentive Stock Option
granted under the 2006 Plan must qualify with the provisions of Section 422 of the Internal Revenue Code of 1986, as amended. No stock option
granted under the 2006 Plan may be granted at less than 100% of the fair market value of the Company�s common stock on the date of grant;
provided, however, that the exercise price of an Incentive Stock Option grant to a 10% or larger stockholder can not be less than 110% of the fair
market value on the grant date. All Incentive Stock Options must be exercised within ten years of the date of grant or within five years in the
case of a 10% or larger stockholder.

Stock options granted under the 2006 Plan may be exercised in whole or in part any time during the term of the stock option following written
notice to the Company accompanied by payment in full of the purchase price, which shall be in cash or, if provided in an individual�s grant
agreement, either in shares of common stock (including restricted stock or other contingent awards under the 2006 Plan) or partly in cash and
partly in common stock, or other means the board of directors or its designee may determine that is consistent with the 2006 Plan�s purpose and
applicable law.

Except as may be provided in an individual grant agreement, no stock option granted may be transferred by the holder other than by will or by
the laws of distribution, and all stock options granted must be exercised by the option holder during his or her lifetime or, to the extent of legal
incapacity or incompetency, by the holders legal guardian or legal representative. If a holder terminates by reason of disability, unless otherwise
provided on the holders agreement, the stock option shall automatically terminate, except any vested portion of the grant shall be exercisable for
a period of one year or expiration of the stated term of the grant, whichever is shorter. If the holders employment is terminated for any reason
other than death of disability, the stock option will automatically terminate unless employment was terminated by the Company without cause or
due to normal retirement, then the vested portion of the grant at the date of termination may be exercised for the lesser of three months from
termination or the balance of the stock option term.

The board of directors or its designee may grant Stock Appreciation Rights to 2006 Plan participants who have been or are being granted stock
options as a means to allow the participants to exercise their stock options without the need to pay the exercise price in cash. In the case of an
Incentive Stock Option, the Stock Appreciation Right must be granted at the time of the stock option grant. Stock Appreciation Rights may be
exercised only if provided in an individuals grant agreement and by surrendering the applicable portion of their related stock option. Upon the
exercise and surrender, the holder shall be entitled to receive a number of shares of common stock equal to the stock appreciation value divided
by the fair market value of the common stock on the date exercised.
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The 2006 Plan provides for the grant of Restricted Stock Awards either above or in addition to other awards under the plan. Restricted stock
granted under the 2006 Plan shall constitute issued and outstanding common stock for corporate purposes. The holders of the restricted stock
have the right to vote their shares and retain cash dividends, if any, and exercise all rights and privileges of a holder of the common stock with
the exception that:

� the holder is not entitled to physical delivery of the stock certificates until the restriction period has expired and all other vesting
requirements have been fulfilled;

� the Company shall retain custody of the stock certificates during the restriction period;

� other than regular cash dividends, the Company will retain custody of all distributions;

� a breach of any restrictions, terms or conditions contained in the 2006 Plan or established by the board of directors will cause
forfeiture of the restricted stock and any related retained distributions.

Unless otherwise terminated by the board of directors, the 2006 Plan shall continue to remain effective until the earlier of ten years or until no
further awards may be granted and all awards granted under the 2006 Plan are no longer outstanding.

On April 7, 2006, our board of director awarded options to purchase an aggregate of 843,000 shares to directors, officers and certain employees.
The exercise price of each option is $0.57 per share, and each option vests half upon the date of grant and the remaining half upon the first
anniversary of the date of grant. On May 10, 2007, our board of directors awarded options to purchase an aggregate of 843,000 shares to officers
and certain employees. The exercise price of each option is $0.07 per share, and each option vests half upon the date of grant and the remaining
half upon the first anniversary of the date of grant. As of the date of this prospectus, there were 2,314,000 shares of common stock available
under the 2006 Plan.

The sale of all shares issued under the 2006 Plan must be made in compliance with federal and state securities laws. Our officers, directors and
10% or greater shareholders, as well as certain other persons or parties who may be deemed to be �affiliates� of ours under federal securities laws,
should be aware that resales by affiliates can only be made pursuant to a current reoffer prospectus, Rule 144 or other applicable exemption.
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SELLING SECURITY HOLDERS

Affiliates Using Reoffer Prospectus

This prospectus permits resales of shares issued to our affiliates under Viragen�s 2006 Equity Compensation Plan. The term �affiliate� is defined
under Federal securities laws and generally includes our executive officers, directors and principal stockholders. Shares issued pursuant to this
prospectus to our affiliates are �control� shares under federal securities laws. The rules relating to the use of Form S-8 require us to identify those
of our affiliates who will use this reoffer prospectus to resell shares they receive under the 2006 Equity Compensation Plan. We may, by
supplement to this prospectus, add additional affiliates using this prospectus for resale purposes and/or change the number of shares being resold
by each affiliate.

Selling Security Holders

The following table sets forth:

� the name of each affiliated selling security holder,

� the amount of common stock owned beneficially, directly or indirectly, by each affiliated selling security holder,

� the maximum amount of shares to be offered by the affiliated selling security holders pursuant to this prospectus,

� the amount of common stock to be owned by each affiliated selling security holder following sale of the shares, and

� the percentage of our common stock to be owned by the affiliated selling security holder following completion of such offering, and
adjusted to give effect to the issuance of shares upon the exercise of the named selling security holder�s options or warrants, but no
other person�s options or warrants.

Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or investment power with respect to
securities and includes any securities, which the person has the right to acquire within 60 days through the conversion or exercise of any security
or other right. The information as to the number of shares of our common stock owned by each affiliated selling security holder is based upon
our books and records and the information provided by our transfer agent.

We may amend or supplement this prospectus from time to time to update the disclosure set forth in the table. Because the selling security
holders identified in the table may sell some or all of the shares owned by them which are included in this prospectus, and because there are
currently no agreements, arrangements or understandings with respect to the sale of any of the shares, no estimate can be given as to the number
of shares available for resale hereby that will be held by the affiliated selling security holders upon termination of the offering made hereby. We
have therefore assumed, for the purposes of the following table, that the affiliated selling security holders will sell all of the shares owned by
them that are being offered hereby, but will not sell any other shares of our common stock that they presently own.
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Name of Affiliated Selling Security
Holder

Number of
Shares Owned Shares to be Offered*

Shares to be Owned
After Offering

Percentage to be
Owned After

Offering
Carl N. Singer 186,935(1) 33,000 153,935 **
Charles J. Simons 53,697(2) 33,000 20,697 **
Robert C. Salisbury 71,250(3) 33,000 38,250 **
C. Richard Stafford 136,000(4) 33,000 103,000 **
Randolph A. Pohlman 37,112(5) 33,000 4,112 **
Nancy A. Speck 35,500(6) 33,000 2,500 **
Charles A. Rice 475,000(7) 300,000(10) 250,000 **
Dennis W. Healey 290,065(8) 240,000(11) 120,065 **
Nicholas Burke 158,750(9) 180,000(12) 31,250 **

* Consists of shares issuable upon exercise of options granted under our 2006 Equity Compensation Plan.

** Less than 1%.

(1) The beneficial ownership attributed to Carl N. Singer includes 79,635 shares of common stock held by various limited partnerships for
which Fundamental Management Corporation serves as the general partner. Mr. Singer serves as the chairperson of Fundamental
Management Corporation. Also, includes 33,750 shares subject to options either currently exercisable or exercisable by Mr. Singer within
60 days of the date of this prospectus.

(2) Includes 34,250 shares subject to options either currently exercisable or exercisable within 60 days of the date of this prospectus.

(3) Includes 50,750 shares subject to options either currently exercisable or exercisable within 60 days of the date of this prospectus.

(4) Includes 36,000 shares subject to options either currently exercisable or exercisable within 60 days of the date of this prospectus.

(5) Includes 36,000 shares subject to options either currently exercisable or exercisable within 60 days of the date of this prospectus.

(6) Includes 35,500 shares subject to options either currently exercisable or exercisable within 60 days of the date of this prospectus.

(7) Includes 375,000 shares subject to options either currently exercisable or exercisable within 60 days of the date of this prospectus.

(8) Includes 187,500 shares subject to options either currently exercisable or exercisable within 60 days of the date of this prospectus.

(9) Includes 158,750 shares subject to options either currently exercisable or exercisable within 60 days of the date of this prospectus.

(10) Includes 75,000 shares subject to options not currently exercisable or exercisable within 60 days of the date of this prospectus.

(11) Includes 70,000 shares subject to options not currently exercisable or exercisable within 60 days of the date of this prospectus.
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(12) Includes 52,500 shares subject to options not currently exercisable or exercisable within 60 days of the date of this prospectus.
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PLAN OF DISTRIBUTION

Each selling stockholder and any of their pledgees, assignees and successors-in-interest may, from time to time, sell any or all of their shares on
any stock exchange, market or trading facility on which the shares are traded, or in private transactions. These sales may be at fixed or
negotiated prices. A selling stockholder may use any one or more of the following methods when selling shares:

� ordinary brokerage transactions and transactions in which a broker-dealer solicits purchasers;

� block trades in which a broker-dealer will attempt to sell the shares as agent but may position and resell a portion of the block as
principal to facilitate the transaction;

� purchases by a broker-dealer as principal and resale by the broker-dealer for its account;

� an exchange distribution in accordance with the rules of the applicable exchange;

� privately negotiated transactions;

� settlement of short sales entered into after the effective date of the registration statement of which this prospectus is a part;

� broker-dealers may agree with the selling stockholders to sell a specified number of such shares at a stipulated price per share;

� a combination of any such methods of sale;

� through the writing or settlement of options or other hedging transactions, whether through an options exchange or otherwise; or

� any other method permitted pursuant to applicable law.
Selling stockholders may also sell shares under Rule 144 under the Securities Act of 1933, as amended if available, rather than under this
prospectus.

Broker-dealers engaged by the selling stockholders may arrange for other brokers-dealers to participate in sales. Broker-dealers may receive
commissions or discounts from the selling stockholders (or, if any broker-dealer acts as agent for the purchaser of shares, from the purchaser) in
amounts to be negotiated, but, except as set forth in a supplement to this prospectus, in the case of an agency transaction not in excess of a
customary brokerage commission in compliance with NASDR Rule 2440; and in the case of a principal transaction a markup or markdown in
compliance with NASDR IM-2440.

The selling stockholders and any broker-dealers or agents that are involved in selling the shares may be deemed to be �underwriters� within the
meaning of the Securities Act in connection with such sales. In such event, any commissions received by such broker-dealers or agents and any
profit on the resale of the shares purchased by them may be deemed to be underwriting commissions or discounts under the Securities Act. Each
selling stockholder has informed the Company that it does not have any written or oral agreement or understanding, directly or indirectly, with
any person to distribute the Common Stock. Because selling stockholders may be deemed to be �underwriters� within the meaning of the
Securities Act, they will be subject to the prospectus delivery requirements of the Securities Act.

Edgar Filing: VIRAGEN INC - Form S-8

45



37

Edgar Filing: VIRAGEN INC - Form S-8

46



DESCRIPTION OF SECURITIES

Viragen is currently authorized to issue up to 500,000,000 shares of common stock, par value $.01 per share and 1,000,000 shares of preferred
stock, par value $1.00 per share. As of the date of this prospectus, there were 218,660,475 shares of common stock, 2,150 shares of 10% Series
A Cumulative Convertible Preferred Stock and 30,000 shares of Series K 18% Cumulative Convertible Preferred Stock outstanding.

Common Stock

Subject to the dividend rights of preferred stockholders, common stockholders share dividends on a proportionate basis, as may be declared by
the board of directors. Upon liquidation, dissolution or winding up of Viragen, after payment to creditors and holders of our outstanding
preferred stock, Viragen�s remaining assets, if any, will be divided proportionately on a per share basis among the holders of our common stock.

Each share of our common stock has one vote. Holders of our common stock do not have cumulative voting rights. This means that the holders
of a plurality of the shares voting for the election of directors can elect all of the directors. In that event, the holders of the remaining shares will
not be able to elect any directors. Viragen�s By-Laws provide that a majority of the outstanding shares of our common stock constitute a quorum
to transact business at a stockholders� meeting. Our common stock has no preemptive, subscription or conversion rights, and our common stock
is not redeemable.

Preferred Stock

Viragen is authorized to issue a total of 1,000,000 shares of preferred stock, par value $1.00 per share. Viragen�s board of directors may issue
preferred stock by resolutions, without any action of the stockholders. These resolutions may authorize issuance of preferred stock in one or
more series. In addition, the board of directors may fix and determine all privileges and rights of the authorized preferred stock series including:

� dividend and liquidation preferences;

� voting rights;

� conversion privileges; and

� redemption terms.
Viragen includes preferred stock in its capitalization to improve its financial flexibility. However, Viragen could use preferred stock to preserve
control by present management, in the event of a potential hostile takeover of Viragen. In addition, the issuance of large blocks of preferred
stock could have a dilutive effect to existing holders of Viragen�s common stock.

Series A Preferred Stock

Viragen established the 10% Series A Cumulative Convertible Preferred Stock in November 1986. Each share of series A preferred stock is
immediately convertible, at the option of the holder, into .426 shares of our common stock. Dividends on the series A preferred stock are
cumulative and have priority over dividends, if any, paid on our common stock. These dividends are payable in either cash or common stock, at
Viragen�s option.
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The series A preferred stock has voting rights only if dividends are in arrears for five annual dividends. In such event, holders of series A
preferred stock have the right to elect two directors. Voting rights terminate upon payment of the cumulative dividends. Viragen may redeem the
series A preferred stock at any time after expiration of ten consecutive business days during which the bid or last sale price for our common
stock is $60.00 per share or higher. There is no mandatory redemption or sinking fund obligation for the series A preferred stock.

Owners of the series A preferred stock are entitled to receive $10.00 per share, plus accrued and unpaid dividends, upon liquidation, dissolution
or winding up of Viragen. This obligation must be satisfied before any distribution or payment is made to holders of the common stock or other
stock of Viragen junior to the series A preferred stock.

Series K Preferred Stock

Viragen established the Series K 18% Cumulative Convertible Preferred Stock in April 2007. The stated value of the series K preferred stock is
$100 per share, and the series K preferred stock is entitled receive a cumulative dividend of 18% per annum when and if declared by our board
of directors. Dividends are is payable in cash, quarterly in arrears, commencing July 11, 2007, or upon redemption in accordance with the terms
of the series K preferred stock.

The series K preferred stock is convertible into shares of our common stock, at the option of the holder, together with accrued and unpaid
dividends, at a conversion price or rate of $0.10 per share (an aggregate of 30,000,000 shares of our common stock). The holder also has the
option, at such time as we complete a subsequent debt and/or equity financing resulting in gross proceeds of $6,000,000 or more, to require us to
redeem all or a portion of the series K preferred stock and any accrued and unpaid dividends, rounded up to the quarter-end of the quarter of
redemption, plus, an amount equal to two additional quarters� dividends. In addition, we have the right, on notice to the holder, to redeem the
series K preferred stock in its entirety, at the stated value, including any accrued but unpaid dividends, rounded up to the quarter-end of the
quarter of redemption, plus, an amount equal to two additional quarters� dividends (a) at anytime after the third anniversary of the initial issuance
of the series K preferred stock or (b) if our common shares trades at a volume weighted average price of $0.25 or higher for a period of 15
consecutive trading days. The holder may convert its series K preferred stock at any time prior to the date fixed for redemption.

The series K preferred stock has no voting rights, except if Viragen should amend its certificate of incorporation and such amendment would:
(a) change the relative seniority rights of the owners of the series K preferred stock as to the payment of dividends in relation to the holders of
any other capital stock of Viragen, or create any other class or series of capital stock entitled to seniority as to the payment of dividends in
relation to the owners of the series K preferred stock; (b) reduce the amount payable to the owners of the series K preferred stock upon the
voluntary or involuntary liquidation, dissolution or winding up of Viragen, or change the relative seniority of the liquidation preferences of the
owners of the series K preferred stock to the rights upon liquidation of the holders of other capital stock of Viragen, or change the dividend
rights of the owners of the series K preferred stock; (c) cancel or modify the conversion rights of the owners of the series K preferred stock; or
(d) cancel or modify the rights of the owners of the series K preferred stock.

Owners of the series K preferred stock are entitled to receive $100.00 per share, plus accrued and unpaid dividends, upon liquidation, dissolution
or winding up of Viragen. This obligation must be satisfied before any distribution or payment is made to holders of the common stock or other
stock of Viragen junior to the series K preferred stock.
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Transfer Agent

The transfer agent for the shares of our common stock is Mellon Investor Services LLC, Newport Office Center VII, 480 Washington
Boulevard, Jersey City, New Jersey 07310.

EXPERTS

The consolidated financial statements of Viragen, Inc. appearing in Viragen, Inc.�s Annual Report (Form 10-K) for the year ended June 30, 2006
have been audited by Ernst & Young LLP, independent registered public accounting firm, as set forth in their report thereon (which contains an
explanatory paragraph describing conditions that raise substantial doubt about the Company�s ability to continue as a going concern as described
in Note A to the consolidated financial statements) and incorporated herein by reference. Such consolidated financial statements are incorporated
herein by reference in reliance upon such report given on the authority of such firm as experts in accounting and auditing.

INDEMNIFICATION

Section 145 of the General Corporation Law of Delaware allows a corporation to indemnify any person who was or is, or is threatened to be
made a party to any threatened, pending, or completed suit or proceeding. This applies whether the matter is civil, criminal, administrative or
investigative because he or she is or was a director, officer, employee or agent of the corporation.

A corporation may indemnify against expenses, including attorney�s fees, and, except for an action by or in the name of the corporation, against
judgments, fines and amounts paid in settlement as part of this suit or proceeding. This applies only if the person indemnified acted in good faith
and in a manner he or she reasonably believed to be in the best interest of the corporation. In addition, with respect to any criminal action or
proceeding, the person had no reasonable cause to believe his or her conduct was unlawful.

In the case of an action by or in the name of the corporation, no indemnification of expenses may be made for any claim, as to which the person
has been found to be liable to the corporation. The exception is if the court in which this action was brought determines that the person is
reasonably entitled to indemnity for expenses.

Section 145 of the General Corporation Law of Delaware further provides that if a director, officer, employee or agent of the corporation has
been successful in the defense of any suit, claim or proceeding described above, he or she will be indemnified for expenses, including attorney�s
fees, actually and reasonably incurred by him or her.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers or persons controlling
Viragen pursuant to the foregoing provisions, Viragen has been informed that in the opinion of the Securities and Exchange Commission,
indemnification is against public policy as expressed in the Securities Act of 1933 and is, therefore, unenforceable. In the event that a claim for
indemnification against these liabilities, other than the payment by Viragen in the successful defense of any action, suit or proceeding, is
asserted, Viragen will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate
jurisdiction the question whether indemnification by it is against public policy. Viragen will be governed by the final adjudication of this issue.
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PART II

INFORMATION REQUIRED IN REGISTRATION STATEMENT

Item 3. Incorporation of Documents by Reference
The documents listed below are incorporated by reference in the Registration Statement.

� Our Current Report on Form 8-K filed with the SEC on May 24, 2007;

� Our Current Report on Form 8-K filed with the SEC on May 18, 2007;

� Our Quarterly Report on Form 10-Q for the quarter ended March 31, 2007 filed with the SEC on May 15, 2007;

� Our Current Report on Form 8-K/A filed with the SEC on May 7, 2007;

� Our Current Report on Form 8-K filed with the SEC on May 4, 2007;

� Our Current Report on Form 8-K filed with the SEC on April 19, 2007;

� Our Current Report on Form 8-K filed with the SEC on April 17, 2007;

� Our Current Report on Form 8-K filed with the SEC on March 23, 2007;

� Our Quarterly Report on Form 10-Q for the quarter ended December 31, 2006 filed with the SEC on February 14, 2007;

� Our Current Report on Form 8-K filed with the SEC on December 28, 2006;

� Our Current Report on Form 8-K filed with the SEC on November 22, 2006;

� Our Quarterly Report on Form 10-Q for the quarter ended September 30, 2006 filed with the SEC on November 14, 2006;

� The description of our common stock contained in our Registration Statement on Form 8-A filed with the SEC on October 13, 2006;

� Our Current Report on Form 8-K filed with the SEC on October 6, 2006; and
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� Our Annual Report on Form 10-K for the fiscal year ended June 30, 2006 filed with the SEC on September 27, 2006.
All reports and documents subsequently filed by us pursuant to Section 13(a), 13(c), 14 and 15(d) of the Exchange Act, prior to the filing of a
post-effective amendment which indicates that all securities offered hereby have been sold or which deregisters all securities then remaining
unsold, shall be deemed to be incorporated by reference herein and to be a part hereof from the respective date of filing of such documents. Any
statement incorporated by reference herein shall be deemed to be modified or superseded for purposes of this prospectus to the extent that a
statement contained herein or in any other subsequently filed document, which also is or is deemed to be incorporated by reference herein,
modifies or supersedes such statement. Any statement modified or superseded shall not be deemed, except as so modified or superseded, to
constitute part of this prospectus.

We hereby undertake to provide without charge to each person, including any beneficial owner, to whom a copy of the prospectus has been
delivered, on the written request of any such person, a copy of any or all of the documents referred to above which have been or may be
incorporated by reference in this prospectus, other than exhibits to such documents. Written requests for such copies should be directed to 865
S.W. 78th Avenue, Suite 100, Plantation, Florida 33324, (954) 233-8746, attention Dennis W. Healey, Executive Vice President.

Copies of our SEC filings and other information about us are also available free of charge on our website at www.viragen.com. The information
on our website is neither incorporated into, nor a part of, this prospectus.
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Item 4. Description of Securities
Not applicable.

Item 5. Interests of Named Experts and Counsel
Not Applicable.

Item 6. Indemnification of Directors and Officers
Section 145 of the General Corporation Law of Delaware allows a corporation to indemnify any person who was or is, or is threatened to be
made a party to any threatened, pending, or completed suit or proceeding. This applies whether the matter is civil, criminal, administrative or
investigative because he or she is or was a director, officer, employee or agent of the corporation.

A corporation may indemnify against expenses, including attorney�s fees, and, except for an action by or in the name of the corporation, against
judgments, fines and amounts paid in settlement as part of this suit or proceeding. This applies only if the person indemnified acted in good faith
and in a manner he or she reasonably believed to be in the best interest of the corporation. In addition, with respect to any criminal action or
proceeding, the person had no reasonable cause to believe his or her conduct was unlawful.

In the case of an action by or in the name of the corporation, no indemnification of expenses may be made for any claim, as to which the person
has been found to be liable to the corporation. The exception is if the court in which this action was brought determines that the person is
reasonably entitled to indemnity for expenses.

Section 145 of the General Corporation Law of Delaware further provides that if a director, officer, employee or agent of the corporation has
been successful in the defense of any suit, claim or proceeding described above, he or she will be indemnified for expenses, including attorney�s
fees, actually and reasonably incurred by him or her.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers or persons controlling
Viragen pursuant to the foregoing provisions, Viragen has been informed that in the opinion of the Securities and Exchange Commission,
indemnification is against public policy as expressed in the Securities Act of 1933 and is, therefore, unenforceable. In the event that a claim for
indemnification against these liabilities, other than the payment by Viragen in the successful defense of any action, suit or proceeding, is
asserted, Viragen will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate
jurisdiction the question whether indemnification by it is against public policy. Viragen will be governed by the final adjudication of this issue.

Item 7. Exemption From Registration Claimed
Not applicable.
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Item 8. Exhibits

5.1 Opinion of Schneider Weinberger & Beilly LLP*

10.1 Viragen, Inc. 2006 Equity Compensation Plan (incorporated by reference to Exhibit 4.1 of Viragen, Inc.�s Form 8-K filed with the
Securities and Exchange Commission on April 11, 2006)

23.1 Consent of Schneider Weinberger & Beilly LLP (included in Exhibit 5.1)*

23.2 Consent of Independent Registered Public Accounting Firm*

* Filed herewith.

Item 9. Undertakings
The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:

(a) To include any prospectus required by section 10(a)(3) of the Securities Act of 1933;

(b) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent
post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information
set forth in the registration statement. Notwithstanding the foregoing, any increase or decrease in volume of securities offered
(if the total dollar value of securities offered would not exceed that which was registered) and any deviation from the low or
high end of the estimated maximum offering range may be reflected in the form of prospectus filed with the Commission
pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more than a 20% change in the
maximum aggregate offering price set forth in the �Calculation of Registration Fee� table in the effective registration statement;
and

(c) To include any material information with respect to the plan of distribution not previously disclosed in the registration
statement or any material change to such information in the registration statement.

Provided, however, that paragraphs (1)(i) and (1)(ii) do not apply if the registration statement is on Form S-3 or Form S-8 and the information
required to be included in a post-effective amendment by those paragraphs is contained in periodic reports filed by the registrant pursuant to
section 13 or section 15(d) of the Securities Exchange Act of 1934 that are incorporated by reference in the registration statement.

(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be
deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time
shall be deemed to be the initial bona fide offering thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at
the termination of the offering.

II-3
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The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing of the
registrant�s annual report pursuant to section 13(a) or section 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each filing of
an employee benefit plan�s annual report pursuant to section 15(d) of the Securities Exchange Act of 1934) that is incorporated by reference in
the registration statement shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers, and controlling persons
of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities and
Exchange Commission such indemnification is against public policy as expressed in the Securities Act of 1933 against such liabilities (other
than the payment by the registrant in the successful defense of an action, suit or proceeding) is asserted by such director, officer or controlling
person in connection with the securities being registered, the registrant will, unless in the opinion of its counsel, the matter has been settled by
controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public policy as
expressed in the Securities Act of 1933 and will be governed by the final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to believe that it meets all of the
requirements for filing on Form S-8 and has duly caused this Registration Statement to be signed on its behalf by the undersigned, thereunto
duly authorized in the City of Plantation, State of Florida, on May 25, 2007.

VIRAGEN, INC.

By: /s/ Charles A. Rice
Charles A. Rice

President and Principal Executive Officer
Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed by the following persons in the capacities
and on the dates indicated.

SIGNATURE TITLE DATE

/s/ Carl N. Singer

Carl N. Singer

Chairman of the Board of Directors May 25, 2007

/s/ Charles A. Rice

Charles A. Rice

President, Principal Executive Officer and Director May 25, 2007

/s/ Dennis W. Healey

Dennis W. Healey

Executive Vice President, Treasurer, Principal Financial
Officer and Secretary

May 25, 2007

/s/ Nicholas M. Burke

Nicholas M. Burke

Vice President, Controller and Principal Accounting Officer May 25, 2007

/s/ Randolph A. Pohlman

Randolph A. Pohlman

Director May 25, 2007

/s/ Robert C. Salisbury

Robert C. Salisbury

Director May 25, 2007

/s/ Charles J. Simons

Charles J. Simons

Director May 25, 2007

/s/ Nancy A. Speck Director May 29, 2007
Nancy A. Speck

/s/ C. Richard Stafford

C. Richard Stafford

Director May 25, 2007
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INDEX TO EXHIBITS

Exhibit
Number Description of document

5.1 Opinion and Consent of Schneider Weinberger & Beilly LLP (includes Exhibit 23.1)

23.1 Consent of Schneider Weinberger & Beilly LLP (included in Exhibit 5.1)

23.2 Consent of Independent Registered Public Accounting Firm
er-left:1pt solid #4472C4 ;border-bottom:1pt solid #4472C4 ;border-right:1pt solid #4472C4 ;background-color:
#D0DBF0;height:1.00pt;padding:0pt 6.5pt">

Hallador Alternative Assets Fund (3)

940 Southwood Blvd., Suite 201

Incline Village, NV 89451

1,671,465 1,671,465 5.68 

Bryan H. Lawrence (4)

410 Park Avenue

New York, NY 10022

5,878,532 5,878,532 19.99 

David Hardie (5)

940 Southwood Blvd., Suite 201

Incline Village, NV 89451

1,810,555 1,810,555 6.16 

Sheldon B. Lubar (7)

700 North Water Street, Suite 1200

Milwaukee, WI 53202

2,788,685 2,788,685 9.48 

Steven Hardie (6)

940 Southwood Blvd., Suite 201

Incline Village, NV 89451
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1,596,161 1,596,161 5.43 

Brent K. Bilsland (8)

988,283 988,283 3.36 

Victor P. Stabio (9)

267,776 267,776 

*

W. Anderson Bishop (10)

285,570 285,570 

*

Lawrence D. Martin

142,836 142,836 

*

John Van Heuvelen

1660 Lincoln Street, Suite 2700

Denver, CO 80264

107,252 107,252 

*

Officers and Directors as a group (9) persons

13,580,080 13,580,080 46.17 



* Indicates beneficial ownership of less than 1% of the total outstanding Common Stock. 

(1) Based on shares issued and outstanding as of the Record Date.
(2) Includes 604,904 shares owned by Yorktown Energy Partners, VI L.P., 1,900,000 shares owned by Yorktown

Energy Partners, VII L.P., and 2,950,000 shares owned by Yorktown Energy Partners VIII, L.P.
19
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(3) Hallador Alternative Assets Fund LLC (“HAAF”) beneficially owns 1,671,465 shares.  Hallador Alternative Assets
Fund LLC ("HAAF") is a Delaware limited liability company. HAAF is a private equity investment fund directed
or controlled by its managing members, Hallador Management LLC and David C. Hardie.

(4) Mr. Lawrence owns 423,628 shares directly.  Includes 604,904 shares owned by Yorktown Energy Partners, VI
L.P., 1,900,000 shares owned by Yorktown Energy Partners, VII L.P., and 2,950,000 shares owned by Yorktown
Energy Partners VIII, L.P.

(5) Mr. David Hardie’s shares include 1,671,465 shares owned by HAAF. He also individually owns 139,090 shares
directly.

(6) Mr. Steven Hardie individually owns 139,090 shares directly.

Mr. Steven Hardie’s shares include 21,489 shares beneficially owned by the Steven Robert Hardie Trust; 13,481 shares
beneficially owned by the Sandra Hardie Trust; and 1,422,101 shares owned by NextG.  Partners, LLC, a Nevada
limited liability company.  Steven Hardie is a member and manager of NextG Partners, LLC, owning 38% of its
membership interests. He disclaims beneficial ownership of the other 62% of the shares held by NextG Partners or
881,703 shares

Mr. Steven Hardie is also trustee of the Steven Robert Hardie Trust.  Mr. Steven Hardie’s spouse, Sandra Hardie, is
trustee of the Sandra W. Hardie Revocable Family Trust.  Mr. Steven Hardie disclaims any beneficial ownership in
any other shares held by the above-described entities.  

(7) These shares are indirectly owned by Lubar Equity Fund LLC.  The Fund is managed and controlled by Lubar &
Co., Inc., of which Mr. Lubar is a director, the Chairman and a shareholder. 

(8) Includes 449,117 shares owned by Mr. Bilsland’s spouse and minor children.  Mr. Bilsland disclaims beneficial
ownership of such shares.

(9) Includes 7,000 shares owned by Mr. Stabio’s spouse.  Mr. Stabio disclaims beneficial ownership of such shares.
(10) Mr. Bishop stepped down as CFO on March 31, 2016 and his last day of employment was May 31, 2016.  He

continues to provide consulting services to us.


SECTION 16 (A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE 



Mr. David Hardie failed to timely report two sales transaction by Hallador Alternative Assets fund.  There were three
late transactions: (i) November 10, 2016 for 15,850 shares, (ii) November 14, 2016 for 5,900 shares, and (iii)
December 5, 2016 for 9,700.  Mr. Hardie reported these sales on his December 8, 2016 report.



Based upon a review of the Form 4 filings, we believe that the reports filed for all of the other executives and directors
were timely filed.



INDEPENDENT AUDITORS’ FEES AND SERVICES



Auditors
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EKSH has served as our independent auditors since June 2003 and has been selected by the Audit Committee as
independent auditors for 2017.  A representative from EKSH is not expected to attend the Meeting.  Brent Peterson
age (51) is our Audit Partner and Joe Adams (age 57) is the concurring partner.     



Audit Fees



Audit fees for 2016 were $343,335 plus an additional $15,000 or the 401(k) audit.  Audit fees for 2015 were $371,340
plus an additional $12,500 for the 401(k) audit.

PRE-APPROVAL POLICY



The Audit Committee adopted a formal policy concerning approval of audit and non-audit services to be provided by
EKSH.  The policy requires that all services EKSH provides to us be pre-approved by the Audit Committee.  The
Audit Committee approved all services provided by EKSH during 2016 and 2015.
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PROPOSALS BY SECURITY HOLDERS

The Board did not receive any proposals for consideration to be voted upon at the Meeting of Shareholders.

OTHER MATTERS

The Board does not intend to bring any other matters before the Meeting of Shareholders and has not been informed
that any other matters are to be presented by others.



INFORMATION ABOUT 2018 SHAREHOLDER PROPOSALS 

Any qualified shareholder desiring to have their proposal included in the 2018 Proxy Statement must submit it in
writing to us no later than December 13, 2017.  The submission of a shareholder proposal does not guarantee that it
will be acted upon.



MEETING LOCATION



The Conrad Hotel

Singapore Conference Room

50 West Washington Street

Indianapolis, Indiana 46201



Telephone: (317) 713-5000



The hotel is located in downtown Indianapolis near the Monument Circle at the cross streets of West Washington
Street and Illinois Street.



CONTACT INFORMATION
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All inquiries should be addressed by mail to:  Hallador Energy, 1660 Lincoln Street, Suite 2700, Denver, Colorado
80264; by phone to 303-839-5504 ext. 316; or by e-mail at: investorrelations@halladorenergy.com.  

By Order of the Board of Directors,

Victor P. Stabio
Chairman

 April 12, 2017
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HALLADOR ENERGY COMPANY

AMENDED AND RESTATED 2008 RESTRICTED STOCK UNIT PLAN
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HALLADOR ENERGY COMPANY

AMENDED AND RESTATED 2008 RESTRICTED STOCK UNIT PLAN

I. PURPOSE OF THE PLAN
This Amended and Restated 2008 Restricted Stock Unit Plan (the “Plan”) is intended to promote the interests of
Hallador Energy Company, a Colorado corporation, by providing eligible persons with the opportunity to receive
equity awards designed to encourage them to continue their service relationship with the Corporation or its
Subsidiaries.

This Plan amends and restates the Hallador Energy Company 2008 Restricted Stock Unit Plan, which first became
effective on April 8, 2008. To the extent permitted by applicable laws, rules, or regulations, including the rules of any
Stock Exchange, the Compensation Committee shall have the power, in its sole discretion, to apply any or all of the
amendments effected hereby to outstanding Awards previously granted hereunder.

Capitalized terms shall have the meanings assigned to such terms in the attached Appendix.

II. ADMINISTRATION OF THE PLAN
A. The Compensation Committee shall have sole and exclusive authority to administer the Plan with respect to
Section 16 Insiders.  However, administration of the Plan with respect to all other eligible persons may, at the Board’s
discretion, be vested in the Compensation Committee or a Secondary Board Committee, or the Board may retain the
power to administer those programs with respect to all such persons.  However, any Awards for members of the
Compensation Committee must be authorized by a disinterested majority of the Board.
B. The Compensation Committee, or any Secondary Board Committee, shall have the authority to delegate its
authority to one or more officers of the Corporation with respect to Awards that do not involve Section 16 Insiders.
Such committee may at any time terminate the delegation of authority to any such officer.
C. Members of the Compensation Committee or any Secondary Board Committee shall serve for such period of time
as the Board may determine and may be removed by the Board at any time.  The Board may also at any time terminate
the functions of any Secondary Board Committee and reassume all powers and authority previously delegated to such
committee with respect to the Plan.
D. Each Plan Administrator shall, within the scope of its administrative functions under the Plan, have full power and
authority (subject to the provisions of the Plan) to establish such rules and regulations as it may deem appropriate for
proper administration of the Plan and to make such determinations under, and issue such interpretations of, the
provisions of the Plan and any outstanding awards thereunder as it may deem necessary or advisable.  Decisions of the
Plan Administrator within the scope of its administrative functions under the Plan shall be final and binding on all
parties who have an interest in the Plan under its jurisdiction or any Award thereunder.
E. Service as a Plan Administrator by the members of the Compensation Committee or the Secondary Board
Committee shall constitute service as Board members, and the members of each such committee shall accordingly be
entitled to full indemnification and reimbursement as Board members for their service on such committee.  No
member of the Compensation Committee or the Secondary Board Committee shall be liable for any act or omission
made in good faith with respect to the Plan or any Award thereunder.
III. ELIGIBILITY
A. The persons eligible to participate in the Plan are as follows:
(i) Employees,
(ii) non-employee members of the Board or the board of directors of any Subsidiary, and
(iii) consultants and other independent advisors who provide services to the Corporation (or any Subsidiary).
B. The Plan Administrator shall have full authority to determine which eligible persons are to receive Awards under
the Plan, the time or times when the Awards are to be made, the number of shares subject to each such Award and the
vesting and issuance schedules applicable to the shares which are the subject of such Award.
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IV. STOCK SUBJECT TO THE PLAN
A. The stock issuable under the Plan shall be shares of authorized but unissued or reacquired Common Stock,
including shares repurchased by the Corporation on the open market.  The number of shares of Common Stock
reserved for issuance over the term of the Plan shall be limited to 4,850,000 shares, including the 3,850,000 shares
originally reserved for issuance under the Plan.
B. Shares of Common Stock subject to outstanding Awards made under the Plan shall be available for subsequent
issuance under the Plan to the extent those Awards terminate for any reason prior to the issuance of the shares of
Common Stock subject to those Awards.  If shares of Common Stock otherwise issuable under the Plan are withheld
by the Corporation in satisfaction of the withholding taxes incurred in connection with the vesting of an Award or the
issuance of Common Stock thereunder, then the number of shares of Common Stock available for issuance under the
Plan shall be reduced on the basis of the net number of shares issued, calculated in each instance after any such share
withholding.
C. Should any change be made to the Common Stock by reason of any stock split (including reverse stock splits),
stock dividend, recapitalization, combination of shares, exchange of shares, spin-off transaction or other change
affecting the outstanding Common Stock as a class without the Corporation’s receipt of consideration, or should the
value of outstanding shares of Company Stock be substantially reduced as a result of a spin-off transaction or an
extraordinary dividend or distribution, then equitable adjustments shall be made by the Plan Administrator to (i) the
maximum number and/or class of securities issuable under the Plan and (ii) the number and/or class of securities
subject to each outstanding Award under the Plan.  The adjustments shall be made in such manner as the Plan
Administrator deems appropriate in order to prevent the dilution or enlargement of benefits under the Plan and the
outstanding Awards thereunder, and such adjustments shall be final, binding and conclusive. In the event of a Change
in Control, however, the adjustments (if any) shall be made solely in accordance with the applicable provisions of the
Plan governing Change in Control transactions.
D. Outstanding Awards granted pursuant to the Plan shall in no way affect the right of the Corporation to adjust,
reclassify, reorganize or otherwise change its capital or business structure or to merge, consolidate, dissolve, liquidate
or sell or transfer all or any part of its business or assets.
V.  TERMS OF AWARDS
A. The Plan Administrator shall determine the Participants who shall receive Awards under the Plan and the terms and
conditions of each such Award.  Each restricted stock unit subject to the Award shall entitle the recipient to receive
one share of Common Stock following vesting of the Award.
B. Awards may, in the discretion of the Plan Administrator, vest in one or more installments over the Participant’s
period of Service.  Outstanding Awards shall automatically terminate, and no shares of Common Stock shall actually
be issued in satisfaction of those Awards, if the Service requirements established for those Awards are not attained or
satisfied.  The Plan Administrator, however, shall have the discretionary authority to issue vested shares of Common
Stock under one or more outstanding Awards as to which the designated Service requirements have not been attained
or satisfied.
C. Shares of Common Stock subject to a vested Award may be issued upon vesting of the Award or upon the
expiration of a designated time period following the vesting of that Award including (without limitation) a deferred
distribution date following the termination of the Participant’s Service.
D. The Participant shall not have any stockholder rights with respect to the shares of Common Stock subject to an
Award until that Award vests and the shares of Common Stock are actually issued thereunder.  However,
dividend-equivalent units may, but shall not be required to, be paid or credited, either in cash or in actual or phantom
shares of Common Stock, on outstanding Awards, subject to such terms and conditions as the Plan Administrator may
deem appropriate.’
E. Except as may otherwise be provided in an issuance agreement with respect to an Award, if a Participant's Service
ends as a result of Participant's death or Disability, then any unvested Units outstanding will automatically accelerate
and become fully vested on the date of such death or Disability.


VI. REORGANIZATION/CHANGE IN CONTROL
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A. Any Award outstanding at the time of a Reorganization may be assumed by the successor entity or otherwise
continued in full force and effect.  In the event of such assumption or continuation of the Award, no accelerated
vesting of the Award shall occur at the time of the Reorganization; provided, however, that if the Reorganization
event also constitutes a Change in Control, then the special vesting acceleration provisions of Section VI.C below
shall be applicable.
B. In the event the Award is assumed or otherwise continued in effect, the Award shall be adjusted immediately after
the consummation of the Reorganization so as to apply to the number and class of securities into which the shares of
Common Stock subject to restricted stock units under the Award immediately prior to the Reorganization would have
been converted in consummation of that Reorganization had the shares of Common Stock actually been issued and
outstanding at that time. 
C. If the Award outstanding at the time of the Reorganization is not assumed or otherwise continued in effect in
accordance with Section VI.A above or in the event such Reorganization also constitutes a Change in Control, then
that Award shall vest immediately upon the effective date of such Reorganization or Change in Control.  The shares of
Common Stock subject to the vested Award shall be issued on the closing date of the Change in Control or
Reorganization transaction triggering such accelerated vesting (or shall otherwise be converted into the right to
receive the same consideration per share of Common Stock payable to the other stockholders of the Corporation in
consummation of that Reorganization or Change in Control and distributed at the same time as such stockholder
payments), subject to the Corporation’s collection of applicable Withholding Taxes. 
D. The Plan Administrator shall have the discretionary authority to structure one or more Awards so that those
Awards shall automatically vest (or vest and become issuable) in whole or in part immediately prior to the effective
date of an actual Reorganization or Change in Control transaction or upon the subsequent termination of the
Participant’s Service within a designated period following the effective date of that Reorganization or Change in
Control transaction.
VII. TAX WITHHOLDING
A. The Corporation’s obligation to deliver shares of Common Stock upon the vesting of an Award under the Plan shall
be subject to the satisfaction of all applicable income and employment tax withholding requirements.
B. The Plan Administrator may, in its discretion, provide Participants to whom Awards are made under the Plan with
the right to use shares of Common Stock in satisfaction of all or part of the Withholding Taxes to which such holders
may become subject in connection with the vesting of those Awards or the issuance of shares of Common Stock
thereunder.  Such right may be provided to any such holder in either or both of the following formats:
1. Stock Withholding:  The election to have the Corporation withhold, from the shares of Common Stock otherwise
issuable upon the vesting of such Award or the issuance of shares of Common Stock thereunder, a portion of those
shares with an aggregate Fair Market Value equal to the percentage of the Withholding Taxes (not to exceed one
hundred percent (100%)) designated by such individual; provided, however, that no shares of Common Stock shall be
withheld with a value exceeding the maximum amount of tax required to be withheld by law. 

2. Stock Delivery:  The election to deliver to the Corporation, at the time of the vesting of such Award or the
issuance of shares of Common Stock thereunder, one or more shares of Common Stock previously acquired by
such individual (other than in connection with the share issuance or share vesting triggering the Withholding
Taxes) with an aggregate Fair Market Value equal to the percentage of the Withholding Taxes (not to exceed
one hundred percent (100%)) designated by the individual. 

VIII. EFFECTIVE DATE AND TERM OF THE PLAN
A. The Plan shall become effective on the Plan Effective Date.
B. The Plan shall terminate upon the earliest to occur of (i) May 25, 2027, (ii) the date on which all shares available
for issuance under the Plan shall have been issued as fully vested shares, or (iii) the termination of all outstanding
Awards in connection with a Reorganization or Change in Control.  Should the Plan terminate on May 25, 2027, then
all Awards outstanding at that time shall continue to have force and effect in accordance with the provisions of the
documents evidencing those Awards.
IX. AMENDMENT OF THE PLAN
The Board shall have complete and exclusive power and authority to amend or modify the Plan in any or all respects
subject to any stockholder approval required under applicable law or regulation or the rules of any Stock
Exchange.  However, no such amendment or modification shall adversely affect the rights and obligations with
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respect to Awards at the time outstanding under the Plan unless the Participant consents to such amendment or
modification. 

X. GENERAL PROVISIONS
A. Any cash proceeds received by the Corporation from the sale of shares of Common Stock under the Plan, if any,
shall be used for general corporate purposes.
B. The implementation of the Plan, the granting of any Award under the Plan and the issuance of any shares of
Common Stock in connection with the vesting of any Award under the Plan shall be subject to the Corporation’s
procurement of all approvals and permits required by regulatory authorities or Stock Exchange having jurisdiction
over the Plan, the Awards made under the Plan and the shares of Common Stock issuable pursuant to those
Awards.  No Awards or shares of Common Stock or other assets shall be issued or delivered under the Plan except in
compliance with all applicable requirements of applicable securities laws and the rules of any Stock Exchange.
C. Nothing in the Plan shall confer upon the Participant any right to continue in Service for any period of specific
duration or interfere with or otherwise restrict in any way the rights of the Corporation (or any Subsidiary employing
or retaining such person) or of the Participant, which rights are hereby expressly reserved by each, to terminate such
person’s Service at any time for any reason, with or without cause.
D. Notwithstanding anything to the contrary, it is intended that Awards under the Plan not result in the "deferral of
compensation" for purposes of Code Section 409A ("Section 409A"), and, to the maximum extent possible under
Section 409A, any amounts payable under an Award shall be short-term deferrals pursuant to Treasury Regulation
Section 1.409A-1(b)(4) or otherwise payable in a manner that would not be subject to tax under Section 409A. To the
extent an Award provides for the "deferral of compensation" for purposes of Section 409A, it is intended that any
amounts payable under the Award shall comply with Section 409A in a manner so as not to be subject to any
additional tax, interest, penalties, or accelerated recognition of income imposed pursuant to Section 409A.  The
Corporation may, without notice to a Participant, modify or amend this Plan consistent with such intentions.  Any
payments to be made under an Award upon a termination of Service of a Participant shall be made only upon a
"separation from service" under Section 409A, and each payment obligation of the Corporation shall be interpreted
and administered accordingly.  In addition, if a Participant is deemed to be a “specified employee” within the meaning
of that term under Code Section 409A(a)(2)(B), then with regard to any payment or the provisions of any benefit that
is required to be delayed pursuant to such Code Section 409A(a)(2)(B), such payment or benefit shall not be made or
provided prior to the earlier of (i) the expiration of the six (6) month period measured from the date of the Participant’s
“separation from service” (as such term is defined in Treasury Regulation Section 1.409A-1(h)), or (ii) the date of the
Participant’s death (the “Delay Period”). Within ten (10) days following the expiration of the Delay Period, all payments
and benefits delayed pursuant to this Section (whether they would have otherwise been payable in a single sum or in
installments in the absence of such delay) shall be paid or reimbursed to the Participant in a lump sum, and any
remaining payments and benefits due under the applicable Award shall be paid or provided in accordance with the
normal payment dates specified for them herein.


APPENDIX

The following definitions shall be in effect under the Plan:

A. Award shall mean an award of restricted stock units.
B. Award Agreement shall mean the agreement(s) between the Corporation and the Participant evidencing a particular
Award made to that individual under the Plan, as such agreement(s) may be in effect from time to time
C. Board shall mean the Corporation’s Board of Directors.

D. Change in Control shall mean any change in control or ownership of the Corporation which occurs by reason
of one or more of the following events:
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(i) the acquisition of any person or group of related persons (as determined pursuant to section 13(d)(3) of the 1934
Act) of beneficial ownership of securities of the Corporation representing fifty percent (50%) or more of the total
number of votes that may be cast for the election of Board members, or

(ii) stockholder approval of (A) any agreement for a merger or consolidation in which the Corporation will not
survive as an independent corporation or other entity, or (B) any sale, exchange or other disposition of all or
substantially all of the Corporation’s assets.

In determining whether a subparagraph (i) acquisition has occurred, the person acquiring beneficial ownership of the
securities must be someone other than a person or an affiliate of a person that, as of May 25, 2017 is the beneficial
owner of securities of the Corporation representing twenty percent (20%) or more of the total number of votes that
may be cast for the election of Board members.  In determining whether a subparagraph (ii) event has occurred, the
conversion of the Corporation into a limited partnership or other form of entity shall not constitute a Change in
Control unless another Change in Control event, such as a subparagraph (i) acquisition, occurs concurrently with such
conversion.  The Board’s reasonable determination as to whether a Change in Control event has occurred shall be final
and conclusive.

Notwithstanding anything herein to the contrary, with respect to any amounts that constitute nonqualified deferred
compensation under Code Section 409A and that would be payable in connection with a Change in Control, to the
extent required to avoid accelerated or additional taxation under such section, no Change in Control will be deemed to
have occurred unless such Change in Control also constitutes a change in the ownership or effective control of the
Corporation or a change in the ownership of a substantial portion of the Corporation’s assets within the meaning of
Code Section 409A(a)(2)(A)(v).

E. Code shall mean the Internal Revenue Code of 1986, as amended.
F. Common Stock shall mean the Corporation’s common stock.
G. Compensation Committee shall mean the Compensation Committee of the Board comprised of two (2) or more
non-employee Board members.
H. Corporation shall mean Hallador Energy Company, a Colorado corporation, and any corporate successor to all or
substantially all of the assets or voting stock of Hallador Energy Company which has by appropriate action assumed
the Plan.
I. Disability shall mean the earlier of: (i) the inability of a Participant to engage in any substantial gainful activity by
reason of any medically determinable physical or mental impairment which can be expected to result in death or
which has lasted or can be expected to last for a continuous period of not less than twelve (12) months, as provided in
Sections 22(e)(3) and 409A(a)(2)(c)(i) of the Code, as determined by the Board on the basis of such medical evidence
as the Board deems warranted under the circumstances; or (ii) the disability of Participant as such term is defined in
the Corporation’s applicable long-term disability insurance plan.
J. Employee shall mean an individual who is in the employ of the Corporation (or any Subsidiary, whether now
existing or subsequently established), subject to the control and direction of the employer entity as to both the work to
be performed and the manner and method of performance.
K. Fair Market Value per share of Common Stock on any relevant date shall be determined in accordance with the
following provisions:
(i) If the Common Stock is listed upon one or more established Stock Exchanges, then the Fair Market Value per share
shall be deemed to be the averages of the quoted closing prices of the Common Stock on such Stock Exchanges on the
date for which the determination is made, or if no sale shall have been made on any Stock Exchange on that day, on
the next preceding day on which there was such a sale. 
(ii) If the Common Stock is not listed upon an established Stock Exchange but is actively traded on the NASDAQ
System, the Fair Market Value per share shall be deemed to be the last reported sale price for the date for which the
determination is made or (in the absence of any sale on such date) the mean between the dealer “bid” and “ask” closing
prices of the Common Stock on the NASDAQ System on such day or, if there shall have been no trading or quotes of
the Common Stock on that day, on the next preceding day on which there was such trading or quotes. 
(iii) If none of the foregoing apply, the Fair Market Value per share shall be deemed to be an amount as determined in
good faith by the Board by applying any reasonable valuation method.
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L. 1934 Act shall mean the Securities Exchange Act of 1934, as amended.
M. Participant shall mean any person who is issued an Award under the Plan.
N. Plan shall mean the Corporation’s Amended and Restated 2008 Restricted Stock Unit Plan, as set forth in this
document.
O. Plan Administrator shall mean the particular persons or entity, whether the Compensation Committee (or
subcommittee thereof), the Board, any Secondary Board Committee, or any officer or officers of the Corporation to
whom the Compensation Committee has delegated authority, which are authorized to administer the Plan with respect
to one or more classes of eligible persons, to the extent such persons or entities are carrying out their administrative
functions under the Plan with respect to the persons under its jurisdiction.

P. Plan Effective Date the Plan originally became effective on April 8, 2008; as amended and restated, the Plan
shall become effective on May 25, 2017.

Q. Reorganization shall mean the occurrence of any of the following transactions:
(i) the Corporation is merged or consolidated with another corporation or entity and the Corporation is not the
surviving corporation or does not otherwise survive as the surviving entity, or
(ii) all or substantially all of the assets of the Corporation are acquired by another entity, or
(iii) the Corporation is liquidated or reorganized.
Notwithstanding anything herein to the contrary, with respect to any amounts that constitute nonqualified deferred
compensation under Code Section 409A and that would be payable in connection with a Reorganization, to the extent
required to avoid accelerated or additional taxation under such section, no Reorganization will be deemed to have
occurred unless such Reorganization also constitutes a change in the ownership or effective control of the Corporation
or a change in the ownership of a substantial portion of the Corporation’s assets within the meaning of Code Section
409A(a)(2)(A)(v).

R. Secondary Board Committee shall mean a committee of one or more Board members appointed by the Board
to administer the Plan with respect to eligible persons other than Section 16 Insiders.
S. Section 16 Insider shall mean an officer or director of the Corporation subject to the short-swing profit
liabilities of Section 16 of the 1934 Act.

T. Service shall mean the performance of services for the Corporation (or any Subsidiary, whether now existing or
subsequently established) by a person in the capacity of an Employee, a non-employee member of the board of
directors or a consultant or independent advisor, except to the extent otherwise specifically provided in the documents
evidencing the Award.  For purposes of the Plan, a Participant shall be deemed to cease Service immediately upon the
occurrence of the either of the following events: (i) the Participant no longer performs services in any of the foregoing
capacities for the Corporation or any Subsidiary or (ii) the entity for which the Participant is performing such services
ceases to remain a Subsidiary of the Corporation, even though the Participant may subsequently continue to perform
services for that entity.  Service shall not be deemed to cease during a period of military leave, sick leave or other
personal leave approved by the Corporation.  Except to the extent otherwise required by law or expressly authorized
by the Plan Administrator or by the Corporation’s written policy on leaves of absence, no Service credit shall be given
for vesting purposes for any period the Participant is on a leave of absence.
U. Stock Exchange shall mean any stock exchange or automated quotation system upon which the Corporation’s
Common Stock is or may be listed or quoted.
V. Subsidiary shall mean (i) any corporation (other than the Corporation) or other entity in an unbroken chain
beginning with the Corporation, provided each such entity (other than the last entity) in the unbroken chain, owns, at
the time of the determination, stock or other equity interests possessing fifty percent (50%) or more of the total
combined voting power of all classes of stock or other voting interests in one of the other corporations or entities in
such chain, or (ii) any entity that is directly or indirectly controlled by the Corporation.
W. Withholding Taxes shall mean the applicable federal and state income and employment withholding taxes to
which the holder of an Award under the Plan may become subject in connection with the vesting of that Award or the
issuance of shares of Common Stock thereunder.
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HALLADOR ENERGY COMPANY

RESTRICTED STOCK UNIT ISSUANCE AGREEMENT



This RESTRICTED STOCK UNIT ISSUANCE AGREEMENT (this “Agreement”) is made and entered into as of
________________by and between Hallador Energy Company, a Colorado corporation (the “Corporation”),
and___________________, an individual (“Participant”).

RECITALS

The Corporation has adopted the Amended and Restated 2008 Restricted Stock Unit Plan (the “Plan”), attached hereto
as Exhibit A, pursuant to which the Corporation is authorized to grant to certain employees of the Company Restricted
Stock Units (the “Units”), giving such recipient the right to receive shares of Common Stock of the Company upon
vesting.

Participant is to render valuable services to the Corporation, and this Agreement evidences the special equity incentive
award the Plan Administrator has authorized for Participant as an inducement to continue in the Corporation’s service.

All capitalized terms in this Agreement and not otherwise defined herein shall have the meaning assigned to them in
the attached Appendix A.

NOW, THEREFORE, it is hereby agreed as follows:

Grant of Units.  The Corporation hereby awards to Participant, under the Plan, as of the Award Date, the number of
Units indicated below. Each Unit which vests [during Participant’s period of Service] [in accordance with this
Agreement] shall entitle Participant to receive one share of Common Stock, par value $________, on the specified
issue date described herein. The Units awarded hereunder shall be credited to a separate bookkeeping account
maintained by the Corporation (the “Account”) for Participant’s benefit.  All amounts credited to the Account shall
continue for all purposes to be part of the general assets of the Corporation.  The number of shares of Common Stock
subject to the awarded Units, the applicable vesting schedule for the Units, the applicable conditions relating to
forfeiture of the Units, the applicable date or dates on which shares of Common Stock subject to the Award shall
become issuable to Participant, and the remaining terms and conditions governing the Award  shall be as set forth in
this Agreement and subject to the Plan.

Award
Date:

_______________

Number of
Units: _______________
Vesting
Schedule:

The Units shall vest on_______________, subject to Paragraph 3 below and the other terms of this
Agreement.  However, the Units may be subject to accelerated vesting in accordance with the provisions
of Paragraph 5 below.  The Units which vest hereunder shall be issued in accordance with the provisions
of Paragraph 7 of this Agreement, subject to the Corporation’s collection of the applicable Withholding
Taxes.



Limited Transferability.  Prior to vesting of the Units and actual receipt of the shares of Common Stock subject to the
Award which become issuable hereunder, Participant may not transfer any interest in the Award or any rights to the
underlying Common Stock.  Any such Common Stock subject to the Award which becomes issuable hereunder but
which otherwise remains unissued at the time of Participant’s death may be transferred pursuant to the provisions of
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Participant’s will or the laws of inheritance or to Participant’s designated beneficiary or beneficiaries of this Award, if
any.  Participant may make such a beneficiary designation at any time by filing the appropriate form with the Plan
Administrator or its designee.

Vesting and Forfeiture.  The Units shall be subject to the following terms, conditions and restrictions with respect to
vesting and forfeiture, in addition to any other applicable vesting and forfeiture provisions contained in the Plan and
this Agreement:

Continuous Service.  Should Participant cease Service for any reason prior to vesting of any Units subject to this
Award (including termination by the Corporation), then any unvested Units awarded hereunder shall be immediately
forfeited and cancelled, and Participant shall thereupon cease to have any right or entitlement to receive any shares of
Common Stock under those cancelled Units.

Termination of Service.   Notwithstanding Paragraph 3.A. above, in the event the employment of the Participant is
terminated by the Corporation without Cause or by the Participant for Good Reason, then any unvested Units
outstanding immediately prior to such termination will automatically accelerate and become fully vested upon such
termination.

Forfeiture for Demotion.  Notwithstanding Paragraph 3.A. above, in the event the Participant receives an Award and
the Participant is subsequent demoted by the Corporation, voluntarily or involuntarily, then any unvested Units
awarded hereunder shall be immediately forfeited and cancelled, and Participant shall thereupon cease to have any
right or entitlement to receive any shares of Common Stock under those cancelled Units.

Stockholder Rights.  The Award hereunder shall not be interpreted to bestow upon Participant any equity interest or
ownership in the Corporation prior to the date the Common Stock is issued hereunder.  The holder of this Award shall
not have any stockholder rights, including voting, dividend or liquidation rights, with respect to the shares of Common
Stock subject to the Award until the vesting of the applicable Units and the Participant becomes the record holder of
shares of Common Stock upon their actual issuance following the Corporation’s collection of the applicable
Withholding Taxes, and only with respect to the shares of Common Stock so issued. 

Reorganization/Change in Control. 

Any Units subject to this Award at the time of a Reorganization may be assumed by the successor entity or otherwise
continued in full force and effect. In the event of such assumption or continuation of the Award, no accelerated
vesting of the Units shall occur at the time of the Reorganization; provided, however, that if the Reorganization event
also constitutes a Change in Control, then the special vesting acceleration provisions of Paragraph 5.C of this
Agreement shall be applicable.

In the event the Award is assumed or otherwise continued in effect, the Units subject to the Award will be adjusted
immediately after the consummation of the Reorganization so as to apply to the number and class of securities into
which the Common Stock subject to those Units immediately prior to the Reorganization would have been converted
in consummation of that Reorganization had the Common Stock actually been issued and outstanding at that time. 

If the Units subject to this Award at the time of the Reorganization are not assumed or otherwise continued in effect in
accordance with Paragraph 5.A above or in event such Reorganization also constitutes a Change in Control, then those
units shall vest immediately upon the effective date of such Reorganization or Change in Control.  The Common
Stock subject to those vested Units shall be issued on the closing date of the Change in Control or Reorganization
transaction triggering such accelerated vesting (or shall otherwise be converted into the right to receive the same
consideration per share of Common Stock payable to the other stockholders of the Corporation in consummation of
that Reorganization or Change in Control and distributed at the same time as such stockholder payments), subject to
the Corporation’s collection of applicable Withholding Taxes pursuant to the provisions of Paragraph 7.  In no event,
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however, shall the issuance of the Common Stock subject to the Units or the distribution of any other consideration
for those shares of Common Stock be made to Participant later than the fifteenth (15th) day of the third (3rd) month
following the taxable year in which the Change in Control or Reorganization transaction is effectuated.

This Agreement shall not in any way affect the right of the Corporation to adjust, reorganize or otherwise change its
capital or business structure or to merge, consolidate, dissolve, liquidate or sell or transfer all or any part of its
business or assets.

Adjustment in Award.  Should any change be made to the Common Stock by reason of any stock split (including a
reverse stock split), stock dividend, recapitalization, combination of shares, exchange of shares, spin-off transaction,
extraordinary dividend or distribution or other similar change affecting the outstanding Common Stock as a class
without the Corporation’s receipt of consideration, or should the value of outstanding shares of Common Stock be
substantially reduced as a result of a spin-off transaction or an extraordinary dividend or distribution, or should there
occur any merger, consolidation or other reorganization, then equitable adjustments shall be made to the total number
and/or class of securities issuable pursuant to this Award. Such adjustments shall be made in such manner as the Plan
Administrator deems appropriate in order to reflect such change and thereby preclude a dilution or enlargement of
benefits hereunder.  The determination of the Plan Administrator shall be final, binding and conclusive.  In the event
of a Change in Control or Reorganization, the adjustments (if any) shall be made in accordance with the provisions of
Paragraph 5.

Issuance of Common Stock/Collection of Withholding Taxes. 

On the date on which Units vest in accordance with the provisions of this Agreement or as soon as administratively
practicable following such vesting date, the Corporation shall issue to or on behalf of Participant a certificate for the
amount of Common Stock to which Participant is entitled, subject to the Corporation’s collection of the applicable
Withholding Taxes and Participant’s delivery of any representations required of him or her pursuant to Paragraph 8.B
below.  In no event, however, shall such issuance be effected later than the fifteenth (15th) day of the third (3rd)
month following the taxable year in which the applicable vesting date occurs, with the applicable Withholding Taxes
to be collected on or before such issuance.

Unless Participant (i) otherwise makes satisfactory arrangements with the Corporation on or before the date on which
theUnits vest under this Award to pay the applicable Withholding Taxes through the delivery of a check payable to the
Corporation in a dollar amount equal to the Withholding Taxes which the Corporation must collect from Participant in
connection with such vesting and concurrent issuance of such the applicable number of shares of Common Stock, and
(ii) in fact delivers such check to the Corporation not later than that vesting date, the Corporation shall collect the
applicable Withholding Taxes by withholding from the shares of Common Stock otherwise issuable to Participant at
that time, a portion of those shares with a Fair Market Value (measured as of the vesting date) equal to the applicable
Withholding Taxes; provided, however, that the number of  Shares so withheld shall not exceed in Fair Market Value
the amount necessary to satisfy the Corporation’s required tax withholding obligations using the maximum statutory
withholding rates for federal and state tax purposes, including payroll taxes, that are applicable to supplemental
taxable income. 

Except as otherwise provided in Paragraph 5 and Paragraph 7.B, the settlement of all Units which vest under the
Award shall be made solely in shares of Common Stock.  In no event, however, shall any fractional shares be issued.
Accordingly, the total number of shares of Common Stock to be issued pursuant to that Award shall, to the extent
necessary, be rounded down to the next whole share in order to avoid the issuance of a fractional share. 

Securities Law Compliance

The Shares issued under this Agreement will not be registered under the 1933 Act, and will be issued to Participant in
reliance upon the private placement exemption from such registration provided under Section 4(2) of the 1933
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Act.  Participant hereby confirms that Participant has been informed that the issued Shares will be restricted securities
under the 1933 Act and may not be resold or transferred unless those shares are first registered under the Federal
securities laws or unless an exemption from such registration is available.  Accordingly, Participant hereby
acknowledges that Participant will acquire the Shares for investment purposes only and not with a view to resale and
will hold the Shares for an indefinite period and that Participant is aware that SEC Rule 144 issued under the 1933 Act
which exempts certain resales of restricted securities will require such shares to be held for a period of at least one
year after their issuance pursuant to this Agreement.

Upon demand by the Corporation, Participant shall deliver to the Corporation a representation in writing that
Participant will acquire the Shares issued under this Agreement for investment only and not for resale or with a view
to distribution, and containing such other representations and provisions with respect thereto as the Corporation may
require.  Should the Corporation make such demand, then delivery of such representation shall be a condition
precedent to Participant’s right to the issuance of the Shares.

Participant shall make no disposition of the issued Shares unless and until there is compliance with all of the following
requirements:

Participant shall have provided the Corporation with a written summary of the terms and conditions of the proposed
disposition.

Participant shall have provided the Corporation with an opinion of counsel, in form and substance satisfactory to the
Corporation, that (i) the proposed disposition does not require registration of the Shares under the 1933 Act, or (ii) all
appropriate action necessary for compliance with the registration requirements of the 1933 Act or any exemption from
registration available under the 1933 Act (including Rule 144) has been taken.

The Corporation shall not be required (i) to transfer on its books any Shares issued pursuant to this Agreement which
have been sold or transferred in violation of the provisions of this Agreement, or (ii) to treat as the owner of those
Shares, or otherwise to accord voting, dividend or liquidation rights to, any transferee to whom the Shares have been
transferred in contravention of this Agreement.



The stock certificates for any Shares issued under this Agreement shall be endorsed with the following restrictive
legend:

“The shares represented by this certificate have not been registered under the Securities Act of 1933.  The shares may
not be sold or offered for sale in the absence of (a) an effective registration statement for the shares under such Act,
(b) a ‘no action’ letter of the Securities and Exchange Commission with respect to such sale or offer or (c) an opinion of
counsel, in form satisfactory to the Corporation, that registration under such Act is not required with respect to such
sale or offer.”



Benefit Limit.    Notwithstanding anything to the contrary in this Agreement, in the event the vesting of Units and
corresponding issuance of the Common Stock subject to this Award (together with any other payment or benefit
received or to be received by a Participant in connection with a Change of Control of the Corporation) (all such
payments and benefits being hereinafter referred to as the “Total Payments”) would constitute a parachute payment
under Code Section 280G, and would, but for this Paragraph 9, be subject to the excise tax imposed under Code
Section 4999 (or any successor provision thereto) or any similar tax imposed by state or local law or any interest or
penalties with respect to such taxes (collectively, the ”Excise Tax”), then prior to making the Total Payments, a
calculation shall be made comparing (i) the After-Tax Value (as defined below) to the Participant of the Total
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Payments after payment of the Excise Tax to (ii) the After-Tax Value to the Participant if the Total Payments are
limited to the extent necessary to avoid being subject to the Excise Tax.  Only if the amount calculated under clause
(i) above is less than the amount under clause (ii) above will the Total Payments be reduced to the minimum extent
necessary to ensure that no portion of the Total Payments is subject to the Excise Tax.  The term “After-Tax Value”
shall mean the present value of the Total Payments reduced by all federal, state, local and foreign income, excise and
employment taxes applicable to such payments.  All determinations and calculations required to be made under this
Paragraph shall be made by the Corporation’s independent accountants (at Corporation’s expense), in consultation with
the Participant and subject to the reasonable right of the Participant’s representative(s) to review and comment on such
calculations prior to final determination.  The parties recognize that the actual implementation of the provisions of this
Paragraph may be complex and agree to deal with each other in good faith to resolve any questions or disagreements
arising hereunder. The Total Payments shall be reduced, as applicable, in a manner that maximizes the Participant’s
economic position.  In applying this principle, the reduction shall be made in a manner consistent with the
requirements of Code Section 409A, and where two economically equivalent amounts are subject to reduction but
payable at different times, such amounts shall be reduced on a pro rata basis but not below zero.

Section 409A.  Notwithstanding anything to the contrary, the Corporation and Participant intend that this Agreement
not provide for the "deferral of compensation" for purposes of Internal Revenue Code Section 409A ("Section 409A"),
and, to the maximum extent possible under Section 409A, any amounts payable under this Agreement shall be
short-term deferrals pursuant to Treasury Regulation Section 1.409A-1(b)(4) or otherwise payable in a manner that
would not be subject to tax under Section 409A, and this Agreement shall be interpreted and operated consistent with
such intent. To the extent this Agreement provides for the "deferral of compensation" for purposes of Section 409A,
the parties hereto intend that any amounts payable under this Agreement shall comply with Section 409A in a manner
so as not to be subject to any additional tax, interest, penalties, or accelerated recognition of income imposed pursuant
to Section 409A, and this Agreement shall be interpreted and operated consistent with such intent.  The Corporation
may, without notice to Participant, modify or amend this Agreement consistent with such intentions, provided that no
such modification or amendment to this Agreement that would disadvantage the Participant shall be made applicable
to the Participant without the Participant's prior written consent.  Any payments to be made under this Agreement
upon a termination of service to the Corporation shall be made only upon a "separation from service" under Section
409A, and each payment obligation of the Corporation shall be interpreted and administered
accordingly.  Notwithstanding the foregoing, the Corporation makes no representations that the payments and benefits
provided under this Agreement comply with Section 409A and in no event shall the Company be liable for all or any
portion of any taxes, penalties, interest or other expenses that may be incurred by the Participant on account of
non-compliance with Section 409A.

Compliance with Other Laws and Regulations.  The issuance of shares of Common Stock pursuant to the Award shall
be subject to compliance by the Corporation and Participant with all applicable requirements of law relating thereto
and with all applicable regulations of any Stock Exchange on which the Common Stock may be listed for trading at
the time of such issuance.

Notices.  Any notice required to be given or delivered to the Corporation under the terms of this Agreement shall be in
writing and addressed to the Corporation at its principal corporate offices.  Any notice required to be given or
delivered to Participant shall be in writing and addressed to Participant at the address indicated below Participant’s
signature line on this Agreement.  All notices shall be deemed effective upon personal delivery or upon deposit in the
U.S. mail, postage prepaid and properly addressed to the party to be notified.

Successors and Assigns.  Except to the extent otherwise provided in this Agreement, the provisions of this Agreement
shall inure to the benefit of, and be binding upon, the Corporation and its successors and assigns and Participant and
the legal representatives, heirs and legatees of Participant’s estate and any beneficiaries of the Award designated by
Participant.
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Construction.  All interpretations and constructions of the provisions of this Agreement and all determinations on any
questions arising under this Agreement shall be made by the Plan Administrator, and its decision on such matters shall
be conclusive and binding on all persons having an interest in this option.

Governing Law and Venue.  The interpretation, performance and enforcement of this Agreement shall be governed by
the laws of the State of Colorado without resort to that State’s conflict-of-laws rules.  For purposes of litigating any
dispute that arises under this Agreement, the parties hereby submit to and consent to the jurisdiction of the State of
Colorado, and agree that any such litigation shall be conducted in the courts of Denver County, Colorado, or the
federal

Employment at Will.  Nothing in this Agreement shall confer upon Participant any right to continue in Service for any
period of specific duration or interfere with or otherwise restrict in any way the rights of the Corporation (or any
Subsidiary employing or retaining Participant) or of Participant, which rights are hereby expressly reserved by each,
to terminate Participant’s Service at any time for any reason, with or without cause.

Participant Acknowledgements.  Participant acknowledges receipt of a copy of the Plan and represents that he or she
is familiar with the terms and provisions thereof, and hereby accepts the Award subject to all of the terms and
provisions hereof and thereof. Participant has reviewed this Agreement and the Plan in their entirety, has had an
opportunity to obtain the advice of counsel (including tax counsel) prior to executing this Agreement and fully
understands all provisions of this Agreement and the Plan. 

THE PARTICIPANT ACKNOWLEDGES AND AGREES THAT THE UNITS WILL VEST, IF AT ALL, ONLY
DURING THE PERIOD OF PARTICIPANT'S SERVICE (NOT THROUGH THE ACT OF BEING GRANTED
THE AWARD OR ACQUIRING UNITS HEREUNDER). PARTICIPANT FURTHER ACKNOWLEDGES AND
AGREES THAT NOTHING IN THIS AGREEMENT NOR THE PLAN WILL CONFER UPON PARTICIPANT
ANY RIGHT WITH RESPECT TO CONTINUATION OF THE PARTICIPANT'S SERVICE WITH
CORPORATION.



[Signatures intentionally on following page]
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IN WITNESS WHEREOF, the parties have executed this Restricted Stock Unit Issuance Agreement on the day and
year first indicated above.



HALLADOR ENERGY COMPANY

By: _______________________________
Name:
Title:


PARTICIPANT:


Signature:
Address:


APPENDIX A

DEFINITIONS

The following definitions shall be in effect under the Restricted Stock Unit Issuance Agreement:

Agreement shall mean this Restricted Stock Unit Issuance Agreement.

Award shall mean the award of Units made to Participant pursuant to the terms of the Agreement.

Award Date shall mean the date the Units are awarded to Participant pursuant to the Agreement and shall be the date
indicated in Paragraph 1 of the Agreement.

Board shall mean the Corporation’s Board of Directors.

Cause shall mean (i) the Participant's failure to perform (other than due to Disability or death) the duties of the
Participant's position (as they may exist from time to time) to the reasonable satisfaction of the Corporation or any of
its Subsidiaries after receipt of a written warning and at least fifteen (15) days' opportunity for the Participant to cure
the failure, (ii) any act of fraud or dishonesty committed by the Participant against or with respect to the Corporation
or any of its Subsidiaries or customers as shall be reasonably determined to have occurred by the Board, (iii) the
Participant's conviction or plea of no contest to a crime that negatively reflects on the Participant's fitness to perform
the Participant's duties or harms the Corporation’s or any of its Subsidiaries' reputation or business, (iv) the
Participant's willful misconduct that is injurious to the Corporation or any of its Subsidiaries, or (v) the Participant's
willful violation of a material policy of the Corporation or any of its Subsidiaries. The preceding definition shall not
be deemed to be inclusive of all the acts or omissions that the Corporation or any of its Subsidiaries may consider as
grounds for the dismissal or discharge of the Participant or any other individual in the service of the Corporation or
any of its Subsidiaries.  Notwithstanding the foregoing, if the Participant is a party to an employment agreement with
the Corporation, the definition of "cause" as defined in such employment agreement will supersede the above
definition.
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Change in Control shall mean any change in control or ownership of the Corporation which occurs by reason of one or
more of the following events:

the acquisition of any person or group of related persons (as determined pursuant to section 13(d)(3) of the 1934 Act)
of beneficial ownership of securities of the Corporation representing fifty percent (50%) or more of the total number
of votes that may be cast for the election of Board members, or

stockholder approval of (A) any agreement for a merger or consolidation in which the Corporation will not survive as
an independent corporation or other entity, or (B) any sale, exchange or other disposition of all or substantially all of
the Corporation’s assets.

In determining whether a subparagraph (i) acquisition has occurred, the person acquiring beneficial ownership of the
securities must be someone other than a person or an affiliate of a person that, as of May 25, 2017, is the beneficial
owner of securities of the Corporation representing twenty percent (20%) or more of the total number of votes that
may be cast for the election of Board members.  In determining whether a subparagraph (ii) event has occurred, the
conversion of the Corporation into a limited partnership or other form of entity shall not constitute a Change in
Control unless another Change in Control event such as a subparagraph (i) acquisition occurs concurrently with such
conversion.  The Board’s reasonable determination as to whether a Change in Control event has occurred shall be final
and conclusive.

Notwithstanding anything herein to the contrary, with respect to any amounts that constitute nonqualified deferred
compensation under Code Section 409A and that would be payable in connection with a Change in Control, to the
extent required to avoid accelerated or additional taxation under such section, no Change in Control will be deemed to
have occurred unless such Change in Control also constitutes a change in the ownership or effective control of the
Corporation or a change in the ownership of a substantial portion of the Corporation’s assets within the meaning of
Code Section 409A(a)(2)(A)(v).

Code shall mean the Internal Revenue Code of 1986, as amended.

Common Stock shall mean shares of the Corporation’s common stock, par value $________.

Corporation shall mean Hallador Energy Company, a Colorado corporation, and any successor corporation to all or
substantially all of the assets or voting stock of Hallador Energy Company, which has by appropriate action assumed
the Award.

Disability shall mean the earlier of: (i) the inability of a Participant to engage in any substantial gainful activity by
reason of any medically determinable physical or mental impairment which can be expected to result in death or
which has lasted or can be expected to last for a continuous period of not less than twelve (12) months, as provided in
Sections 22(e)(3) and 409A(a)(2)(c)(i) of the Code, as determined by the Board on the basis of such medical evidence
as the Board deems warranted under the circumstances; or (ii) the disability of Participant as such term is defined in
the Corporation’s applicable long-term disability insurance plan.

Employee shall mean an individual who is in the employ of the Corporation (or any Subsidiary, whether now existing
or subsequently established), subject to the control and direction of the employer entity as to both the work to be
performed and the manner and method of performance.

Fair Market Value per share of Common Stock on any relevant date shall be determined in accordance with the
following provisions:

If the Common Stock is listed upon one or more established Stock Exchanges, then the Fair Market Value per share
shall be deemed to be the averages of the quoted closing prices of the Common Stock on such Stock Exchanges on the
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date for which the determination is made, or if no sale shall have been made on any Stock Exchange on that day, on
the next preceding day on which there was such a sale. 

If the Common Stock is not listed upon an established Stock Exchange but is actively traded on the NASDAQ
System, the Fair Market Value per share shall be deemed to be the last reported sale price for the date for which the
determination is made or (in the absence of any sale on such date) the mean between the dealer “bid” and “ask” closing
prices of the Common Stock on the NASDAQ System on such day or, if there shall have been no trading or quotes of
the Common Stock on that day, on the next preceding day on which there was such trading or quotes. 

If none of the foregoing apply, the Fair Market Value per share shall be deemed to be an amount as determined in
good faith by the Plan Administrator by applying any reasonable valuation method.

Good Reason shall mean the occurrence, without the Participant’s written consent, of any of the following events or
conditions: (A) a material reduction in the Participant’s authority, duties or responsibilities compared to the
Participant’s authority, duties and responsibilities as of the Award Date; (B) the Participant’s principal work location
being moved more than 40 miles from the Corporation’s current location in Denver, Colorado; (C) the Corporation or
any of its Subsidiaries materially reduces the Participant’s base salary (unless the base salaries of substantially all other
senior executives of the Company are similarly reduced); or (D) if the Participant is a party to an employment
agreement with the Company, any material breach of such employment agreement by the Company, or any material
breach of this Agreement.  The Participant will not resign for Good Reason without first providing the Company with
written notice of the acts or omissions constituting the grounds for “Good Reason” within ninety (90) days of the initial
existence of the grounds for “Good Reason” and the Company must have an opportunity within thirty (30) days
following delivery of such notice to cure the Good Reason condition.  The Participant shall be deemed to have
consented to any such event or condition unless the Participant provides written notice of the Participant’s
non-acquiescence within such 90-day period.

1933 Act shall mean the Securities Act of 1933, as amended.

1934 Act shall mean the Securities Exchange Act of 1934, as amended.

Participant shall mean the person to whom the Award is made pursuant to the Agreement.

Plan shall mean that certain Amended and Restated 2008 Restricted Stock Unit Plan of Corporation.

Plan Administrator shall mean the particular persons or entity which are authorized to administer the Plan with respect
to one or more classes of eligible persons, to the extent such persons or entities are carrying out administrative
functions under the Plan with respect to the persons under its jurisdiction.

Restricted Stock Unit shall mean each restricted stock unit subject to the Award which shall entitle Participant to
receive one (1) share of Common Stock upon the vesting of that unit.

Reorganization shall mean the occurrence of any of the following transactions:

the Corporation is merged or consolidated with another corporation or entity and the Corporation is not the surviving
corporation or does not otherwise survive as the surviving entity, or

all or substantially all of the assets of the Corporation are acquired by another entity, or

the Corporation is liquidated or reorganized.
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Notwithstanding anything herein to the contrary, with respect to any amounts that constitute nonqualified deferred
compensation under Code Section 409A and that would be payable in connection with a Reorganization, to the extent
required to avoid accelerated or additional taxation under such section, no Reorganization will be deemed to have
occurred unless such Reorganization also constitutes a change in the ownership or effective control of the Corporation
or a change in the ownership of a substantial portion of the Corporation’s assets within the meaning of Code Section
409A(a)(2)(A)(v).

Service shall mean Participant’s performance of services for the Corporation (or any Subsidiary, whether now existing
or subsequently established) in the capacity of an Employee, a non-employee member of the Board or a consultant or
independent advisor, except to the extent otherwise specifically provided in the documents evidencing the
Award..  Participant shall be deemed to cease Service immediately upon the occurrence of either of the following
events: (i) Participant no longer performs services in any of the foregoing capacities for the Corporation (or any
Subsidiary), or (ii) the entity for which Participant performs such services ceases to remain a Subsidiary of the
Corporation, even though Participant may subsequently continue to perform services for that entity.  Service shall not
be deemed to cease during a period of military leave, sick leave or other personal leave approved by the Corporation.
Except to the extent otherwise required by law or expressly authorized by the Plan Administrator or the Corporation’s
written leave of absence policy, no Service credit shall be given for vesting purposes for any period Participant is on a
leave of absence.

Stock Exchange shall mean any stock exchange or automated quotation system upon which the Corporation’s Common
Stock is or may be listed or quoted.

Subsidiary shall mean (i) any corporation (other than the Corporation) or other entity in an unbroken chain beginning
with the Corporation, provided each such entity (other than the last entity) in the unbroken chain, owns, at the time of
the determination, stock or other equity interests possessing fifty percent (50%) or more of the total combined voting
power of all classes of stock or other voting interests in one of the other corporations or entities in such chain, or (ii)
any entity that is directly or indirectly controlled by the Corporation.

T.Withholding Taxes shall mean (i) the employee portion of the federal, state and local employment taxes required to
be withheld by the Corporation in connection with the vesting and concurrent issuance of the shares of Common
Stock under the Award and (ii) the federal, state and local income taxes required to be withheld by the Corporation in
connection with such vesting and issuance of those shares.

EXHIBIT A

AMENDED AND RESTATED 2008 RESTRICTED STOCK UNIT PLAN
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