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Item 1.01 Entry into a Definitive Material Agreement.
Item 3.02 Unregistered Sale of Equity Securities.

On January 11, 2006, Arrowhead Research Corporation (the “Company”) entered into a Common Stock and Warrant Purchase Agreement (the “Purchase
Agreement”) with York Capital Management and Knott Partners LP (collectively, the “Purchasers”) for the sale of units, consisting, in the aggregate, of
approximately 5.6 million shares of common stock and warrants to purchase approximately 1.4 million shares common stock. The sale’s closing (the “Closing”)
is subject to approval by The NASDAQ Stock Market, and, after approval, the Company will receive an aggregate of $19.6 million at the Closing. The warrants
will not be exercisable until after 6 months and 1 day following the Closing. The warrants have an exercise price of $5.04 per share and, if all the warrants are
exercised, the Company will received an additional $7 million. After they become exercisable, under certain market conditions, the Company may redeem the
warrants at a redemption price of $0.001 on 30 days’ prior written notice. As part of the transactions contemplated by the Purchase Agreement, the Company has
committed to register the newly-issued common stock and the shares underlying the warrants for resale by the Purchasers.

Each of the Purchasers is an “accredited investor” within the meaning of Rule 501(a) of Regulation D under the Securities Act of 1933, as amended (the
“Act”), and the sale of securities contemplated by the Purchase Agreement is exempt from the registration requirements of Section 5 of the Act under
Section 4(2) of the Act and Rule 506 of Regulation D.

The foregoing is intended only as a summary of the terms of the Purchase Agreement and related transactions. Please refer to the complete Purchase
Agreement and exhibits, filed as Exhibit 10.1 hereto, for the complete terms of that agreement. Also attached is the Company’s press release, released on
January 12, 2006, announcing that that the Company has entered into the Purchase Agreement.

Item 9.01.  Financial Statements and Exhibits.

(c) Exhibits.
Exhibit No. Description
10.1 Common Stock and Warrant Purchase Agreement, dated as of January 11, 2006, attaching the form of Registration Rights

Agreement and Warrant.

99.1 Press Release issued by Company on January 13, 2006
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COMMON STOCK AND WARRANT PURCHASE AGREEMENT

THIS COMMON STOCK AND WARRANT PURCHASE AGREEMENT (“Agreement”), dated January 11, 2006, is made by and between Arrowhead
Research Corporation (the “Company”), a Delaware corporation, and each of the several Purchasers listed on Schedule A hereto (each a “Purchaser” and,
collectively, the “Purchasers”).

RECITALS

WHEREAS, to provide the Company with additional funds to conduct its business, the Purchasers are willing to purchase from the Company, and the
Company is willing to issue and sell to the Purchasers, on the terms and subject to the conditions set forth herein, (i) an aggregate of 5,590,000 shares (the
“Shares”) of common stock, par value $0.001 per share (the “Common Stock”), and (ii) warrants (the “Warrants”) to acquire an aggregate of 1,397,500
additional shares of Common Stock (the “Warrant Shares™), such Warrants having the terms set forth in the form attached hereto as Exhibit A (the Shares,
Warrants and Warrant Shares are referred to herein collectively as the “Securities™);

NOW THEREFORE, in consideration of the premises and mutual agreements herein, and for other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties hereto hereby agree as follows:

ARTICIE 1

Sale and Purchase of Shares

1.1 Issuance and Purchase of Common Stock and Warrants. Upon the terms and subject to the conditions set forth in this Agreement, and in reliance upon
the representations and warranties hereinafter set forth, at the closing (the “Closing”), the Company will issue, sell and deliver to each Purchaser, and each
Purchaser will severally purchase from the Company, that number of Shares and Warrants set forth opposite such Purchaser’s name on Schedule A hereto, for the
aggregate purchase price set forth opposite such Purchaser’s name on Schedule A hereto (the “Purchase Price”).

1.2 Closing. Subject to the satisfaction or, if permissible, waiver of the conditions set forth herein, the Closing shall take place at the offices of Alschuler
Grossman Stein & Kahan LLP, The Water Garden, 1620 26th Street, Fourth Floor, North Tower, Santa Monica, CA 90404-4060, at 10:00 a.m., Pacific time, on
January 23, 2006, or at such other time, date and place as the parties may agree (the date on which the Closing occurs, the “Closing Date”).

At the Closing, (i) the Company shall deliver to each Purchaser certificates representing the Shares to be purchased by, and sold to, such Purchaser pursuant
to Section 1.1 hereof (registered in the names and in the denominations designated by such Purchaser at least two Business Days prior to the Closing Date), a
Warrant certificate in the form attached hereto as Exhibit A for the purchase of the number of Warrant Shares set forth opposite such Purchaser’s name on
Schedule A hereto and the Registration Rights Agreement duly executed by the Company in the form attached hereto as Exhibit B (the “Registration Rights
Agreement”), together with the other documents and certificates to be delivered pursuant to Section 5.2 hereof, and (ii) each Purchaser, in full payment for the
Shares and Warrants to be purchased by, and sold to, such Purchaser pursuant to Section 1.1 hereof, shall pay to the Company as provided in Section 1.1 hereof
(in immediately available funds by wire transfer to the account designated by the Company, or by such other means as may be agreed between the parties hereto),
such Purchaser’s Purchase Price (less any amounts due as of the Closing Date to such Purchaser pursuant to Section 8.7 hereof) and shall deliver to the Company
an duly executed copy of the Registration Rights Agreement.



References herein to the “Transaction Documents” refer to this Agreement, the Warrants, the Registration Rights Agreement and any other documents or
agreements executed in connection with the transactions contemplated hereunder.

ARTICLE 2
Representations and Warranties of the Company,

Except as set forth within any SEC Reports (defined below) as of the date hereof, the Company hereby makes the representations and warranties set forth
below to each Purchaser.

2.1 Subsidiaries. All of the direct and indirect subsidiaries of the Company (the “Subsidiaries™) are identified in the Company’s Annual Report on Form
10-KSB filed with the Commission for the year ended September 30, 2005 (the “Annual Report”). Other than as disclosed in the SEC Reports, the Company
owns, directly or indirectly, all of the capital stock or other equity interests of each Subsidiary free and clear of any lien, charge, security interest, encumbrance,
right of first refusal, preemptive right or other restriction (“Liens”), and all the issued and outstanding shares of capital stock of each Subsidiary are validly issued
and are fully paid, non-assessable and free of preemptive and similar rights to subscribe for or purchase securities. The Company and its Subsidiaries do not own
any securities of any person other than the Subsidiaries.

2.2 Organization and Qualification. Each of the Company and the Subsidiaries is an entity duly incorporated or otherwise organized, validly existing and in
good standing under the laws of the jurisdiction of its incorporation or organization (as applicable), with the requisite power and authority to own and use its
properties and assets and to carry on its business as currently conducted. Neither the Company nor any Subsidiary is in violation or default of any of the
provisions of its respective certificate or articles of incorporation, bylaws or other organizational or charter documents. Each of the Company and the Subsidiaries
is duly qualified to conduct business and is in good standing as a foreign corporation or other entity in each jurisdiction in which the nature of the business
conducted or property owned by it makes such qualification necessary, except where the failure to be so qualified or in good standing, as the case may be, would
not have or would not reasonably be expected to result in (i) a material adverse effect on the legality, validity or enforceability of any Transaction Document, (ii) a
material adverse effect on the results of operations, assets, business, or financial condition of the Company and the Subsidiaries, taken as a whole, or (iii) a
material adverse effect on the Company’s ability to perform in any material respect on a timely basis its obligations under any Transaction Document (any of (i),
(ii) or (iii), a “Material Adverse Effect”) and to its knowledge no action has been instituted in any such jurisdiction revoking, limiting or curtailing or seeking to
revoke, limit or curtail such power and authority or qualification.

2.3 Authorization; Enforcement. The Company has the requisite corporate power and authority to enter into and to consummate the transactions
contemplated by each of the Transaction Documents and otherwise to carry out its obligations thereunder. The execution and delivery of each of the Transaction
Documents by the Company and the consummation by it of the transactions contemplated thereby have been duly authorized by all necessary action on the part of
the Company and no further action is required by the Company in connection therewith. Each Transaction Document has been (or upon delivery will have been)
duly executed by the Company and, when delivered in accordance with the terms thereof, will constitute the valid and binding obligation of the Company
enforceable against the Company in accordance with its terms except (i) as limited by general equitable principles and applicable bankruptcy, insolvency,
reorganization, moratorium and other laws of general application affecting enforcement of creditors’ rights generally, (ii) as limited by laws relating to the
availability of specific performance, injunctive relief or other equitable remedies and (iii) insofar as indemnification and contribution provisions may be limited
by applicable law.

2.4 No Conflicts. The execution, delivery and performance of the Transaction Documents by the Company and the consummation by the Company of the
other transactions contemplated thereby do not and will not: (i) conflict with or violate any provision of the Company’s or any Subsidiary’s certificate
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or articles of incorporation, bylaws or other organizational or charter documents, or (ii) conflict with, or constitute a default (or an event that with notice or lapse
of time or both would become a default) under, result in the creation of any Lien upon any of the properties or assets of the Company or any Subsidiary, or give to
others any rights of termination, amendment, acceleration or cancellation (with or without notice, lapse of time or both) of, any agreement, credit facility, debt or
other instrument (evidencing a Company or Subsidiary debt or otherwise) to which the Company or any Subsidiary is a party or by which any property or asset of
the Company or any Subsidiary is bound or affected, or (iii) conflict with or result in a violation of any law, rule, regulation, order, judgment, injunction, decree or
other restriction of any court or governmental authority to which the Company or a Subsidiary is subject (including federal and state securities laws and
regulations), or by which any property or asset of the Company or a Subsidiary is bound or affected; except in the case of each of clauses (ii) and (iii), such as
would not have or would not reasonably be expected to result in a Material Adverse Effect.

2.5 Filings, Consents and Approvals. The Company is not required to obtain any consent, waiver, authorization or order of, give any notice to, or make any
filing or registration with, any court or other federal, state, local or other governmental authority or other person in connection with the execution, delivery and
performance by the Company of the Transaction Documents, other than (i) the filing with the Securities and Exchange Commission (the “Commission”) of the
Registration Statement contemplated under the Registration Rights Agreement, (ii) the notice and/or application(s) to The NASDAQ Stock Market for the
issuance and sale of the Shares and Warrants and the listing of the Shares and the Warrant Shares for trading thereon in the time and manner required thereby, and
(iii) the filing of Form D with the Commission and such filings as are required to be made under applicable state securities laws (collectively, the “Required
Approvals”).

2.6 Issuance of the Securities. The Securities will be duly authorized and, when issued and paid for in accordance with the applicable Transaction
Documents, will be duly and validly issued, fully paid and nonassessable, free and clear of all Liens imposed by the Company other than restrictions on transfer
provided for in the Transaction Documents. On or before the Closing Date, the Company will have reserved from its duly authorized capital stock a number of
shares of Common Stock at least equal to the full number of Warrant Shares then issuable upon exercise of the Warrants.

2.7 Capitalization. The capitalization of the Company is as described in the Company’s Annual Report. Except as described in the Company’s SEC
Reports, the Company has not issued any capital stock since its Annual Report other than pursuant to the exercise of employee stock options under the
Company’s stock option plans and pursuant to the conversion or exercise of outstanding warrants or options as described in the Company’s SEC Reports. There
are no outstanding options, warrants, script rights to subscribe to, calls or commitments of any character whatsoever relating to, or securities, rights or obligations
convertible into or exchangeable for, or giving any person any right to subscribe for or acquire, any shares of Common Stock, or contracts, commitments,
understandings or arrangements by which the Company or any Subsidiary is or may become bound to issue additional shares of Common Stock, except (i) as a
result of the purchase and sale of the Securities, (ii) as described in the Company’s SEC Reports and (iii) for a di minimus number of warrants to purchase
Common Stock that the Company has agreed to grant to a scientific consultant for work performed on behalf of the Company. All of the outstanding shares of
capital stock of the Company are validly issued, fully paid and nonassessable, have been issued in compliance with all federal and state securities laws, and none
of such outstanding shares was issued in violation of any preemptive rights or similar rights to subscribe for or purchase securities.

2.8 SEC Reports; Financial Statements. The Company has filed all reports required to be filed by it under the Securities Act of 1933 (the “Securities Act”)
and the Securities Exchange Act of 1934 (the “Exchange Act”), including pursuant to Section 13(a) or 15(d) thereof, for the two years preceding the date hereof
(or such shorter period as the Company was required by law to file such material) (the foregoing materials, including the exhibits thereto, being collectively
referred to herein as the “SEC Reports”) on a timely basis or has received a valid extension of such time of filing and has filed any such SEC Reports prior to the
expiration of any such extension. As of their respective dates, the SEC Reports complied in all material respects with the requirements of the Securities Act and
the




Exchange Act and the rules and regulations of the Commission promulgated thereunder, and none of the SEC Reports, when filed, contained any untrue statement
of a material fact or omitted to state a material fact required to be stated therein or necessary in order to make the statements therein, in light of the circumstances
under which they were made, not misleading. The financial statements of the Company included in the SEC Reports comply in all material respects with
applicable accounting requirements and the rules and regulations of the Commission with respect thereto as in effect at the time of filing. Such financial
statements have been prepared in accordance with United States generally accepted accounting principles applied on a consistent basis during the periods
involved (“GAAP”), except as may be otherwise specified in such financial statements or the notes thereto and except that unaudited financial statements may not
contain all footnotes required by GAAP, and fairly present in all material respects the financial condition of the Company and its consolidated subsidiaries as of
and for the dates thereof and the results of operations and cash flows for the periods then ended, subject, in the case of unaudited statements, to normal,
immaterial, year-end audit adjustments.

2.9 Material Changes. Since the date of the latest audited financial statements included within the SEC Reports, except as specifically disclosed in the SEC
Reports, (i) there has been no event, occurrence or development that has had or that could reasonably be expected to result in a Material Adverse Effect, (ii) the
Company has not incurred any liabilities (contingent or otherwise) other than (A) trade payables and accrued expenses incurred in the ordinary course of business
consistent with past practice and (B) liabilities not required to be reflected in the Company’s financial statements pursuant to GAAP or required to be disclosed in
filings made with the Commission, (iii) the Company has not altered its method of accounting, (iv) the Company has not declared or made any dividend or
distribution of cash or other property to its stockholders, or purchased, redeemed or made any agreements to purchase or redeem any shares of its capital stock
and (v) the Company has not issued any equity securities to any officer, director or Affiliate, except pursuant to existing Company stock option plans. The
Company does not have pending before the Commission any request for confidential treatment of information.

2.10 Litigation. Except as disclosed in the SEC Reports, there is no action, suit, inquiry, notice of violation, proceeding or investigation pending or, to the
knowledge of the Company, threatened against or affecting the Company, any Subsidiary or any of their respective properties before or by any court, arbitrator,
governmental or administrative agency or regulatory authority (federal, state, county, local or foreign) (collectively, an “Action”) which (i) adversely affects or
challenges the legality, validity or enforceability of any of the Transaction Documents or the Securities or (ii) would, if there were an unfavorable decision, have
or would reasonably be expected to result in a Material Adverse Effect. Since January 1, 2004, neither the Company nor any Subsidiary, nor any director or
officer thereof, is or has been the subject of any Action involving a claim of violation of or liability under federal or state securities laws or a claim of breach of
fiduciary duty. There has not been, and to the knowledge of the Company, there is not pending or contemplated, any investigation by the Commission involving
the Company or any current or former director or officer of the Company. The Commission has not issued any stop order or other order suspending the
effectiveness of any registration statement filed by the Company or any Subsidiary under the Exchange Act or the Securities Act.

2.11 Compliance. Neither the Company nor any Subsidiary (i) is in default under or in violation of (and no event has occurred that has not been waived
that, with notice or lapse of time or both, would result in a default by the Company or any Subsidiary under), nor has the Company or any Subsidiary received
notice of a claim that it is in default under or that it is in violation of, any indenture, loan or credit agreement or any other agreement or instrument to which it is a
party or by which it or any of its properties is bound (whether or not such default or violation has been waived), (ii) is in violation of any order of any court,
arbitrator or governmental body, or (iii) is or has been in violation of any statute, rule or regulation of any governmental authority, including without limitation all
foreign, federal, state and local laws applicable to its business except in each case as would not reasonably be expected to have a Material Adverse Effect.

2.12 Title to Assets. The Company and the Subsidiaries have good and marketable title in fee simple to all real property owned by them that is material to
the business of the Company and the Subsidiaries and good and marketable title in all personal property owned by them that is material to the
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business of the Company and the Subsidiaries, in each case free and clear of all Liens, except as described in the SEC Reports and except for Liens that do not
materially affect the value of such property and do not materially interfere with the use made and proposed to be made of such property by the Company and the
Subsidiaries and Liens for the payment of federal, state or other taxes, the payment of which is neither delinquent nor subject to penalties. Any real property and
facilities held under lease by the Company and the Subsidiaries are held by them under valid, subsisting and enforceable leases of which the Company and the
Subsidiaries are in compliance.

2.13 Patents and Trademarks. The Company’s SEC Reports, including the risk factors contained therein, to the extent they describe the Company’s patents,
patent applications, trademarks, trademark applications, service marks, trade names, copyrights, licenses and other similar rights (the “Intellectual Property
Rights”) or its ownership or use thereof, are accurate in all material respects, and do not omit any material fact relating to such Intellectual Property Rights, or the
ownership or use thereof, necessary in order to make the statements therein, in light of the circumstances under which they were made, not misleading.

2.14 Insurance. The Company and the Subsidiaries are insured by insurers of recognized financial responsibility against such losses and risks and in such
amounts as are prudent and customary in the businesses in which the Company and the Subsidiaries are engaged, including but not limited to, directors and
officers insurance coverage. Neither the Company nor any Subsidiary has any reason to believe that it will not be able to renew its existing insurance coverage as
and when such coverage expires or to obtain similar coverage from similar insurers as may be necessary to continue its business without a significant increase in
cost, except as may be the result of increases in the insurance market generally.

2.15 Transactions With Affiliates and Employees. Except as set forth in the SEC Reports, none of the officers or directors of the Company and, to the
knowledge of the Company, none of the employees of the Company is presently a party to any transaction with the Company or any Subsidiary (other than for
services as employees, officers and directors), including any contract, agreement or other arrangement providing for the furnishing of services to or by, providing
for rental of real or personal property to or from, or otherwise requiring payments to or from any officer, director or such employee or, to the knowledge of the
Company, any entity in which any officer, director, or any such employee has a substantial interest or is an officer, director, trustee or partner, in each case in
excess of $60,000 other than (i) for payment of salary or consulting fees for services rendered, (ii) reimbursement for expenses incurred on behalf of the
Company and (iii) for other employee benefits, including stock option agreements under any stock option plan of the Company.

2.16 Sarbanes-Oxley; Internal Accounting Controls. The Company is in compliance in all material respects with all provisions of the Sarbanes-Oxley Act
of 2002 which are applicable to it as of the Closing Date.

2.17 Certain Fees. No brokerage or finder’s fees or commissions are or will be payable to any broker, financial advisor or consultant, finder, placement
agent, investment banker, bank or other person with respect to the transactions contemplated by this Agreement based upon arrangements made by the Company
or any of its Affiliates. The Purchasers shall have no obligation with respect to any fees or with respect to any claims made by or on behalf of persons for fees of a
type contemplated in this Section that may be due in connection with the transactions contemplated by this Agreement based upon arrangements made by the
Company or any of its Affiliates.

2.18 Private Placement. Assuming the accuracy of the Purchasers representations and warranties set forth in Article 3, no registration under the Securities
Act is required for the offer and sale of the Securities by the Company to the Purchasers as contemplated hereby.

2.19 Disclosure. All disclosure provided to the Purchasers regarding the Company, its business and the transactions contemplated hereby, including the
Disclosure Schedules to this Agreement, furnished by or on behalf of the Company with respect to the representations and warranties
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made herein are true and correct with respect to such representations and warranties and do not contain any untrue statement of a material fact or omit to state any
material fact necessary in order to make the statements made therein, in light of the circumstances under which they were made, not misleading.

2.20 Tax Status. Except for matters that would not, individually or in the aggregate, have or reasonably be expected to result in a Material Adverse Effect,
the Company and each Subsidiary has filed all necessary federal, state and foreign income and franchise tax returns and has paid or accrued all taxes shown as
due thereon, and the Company has no knowledge of a tax deficiency which has been asserted or threatened against the Company or any Subsidiary.

ARTICLE 3
Representation and Warranties of the Purchasers

As a material inducement to the Company to enter into this Agreement and consummate the transactions contemplated hereby, each Purchaser severally
hereby represents and warrants as of the date hereof and as of the Closing Date to the Company as follows:

3.1 Acquisition of Shares. The Securities to be received by Purchaser will be acquired for investment for Purchaser’s own account, not as a nominee or
agent, and not with a view to the resale or distribution of any part thereof, and that Purchaser has no present intention of selling, granting any participation in, or
otherwise distributing the same.

3.2 No Registration. Purchaser understands and acknowledges that the Securities will not be registered under the Securities Act or under any other
applicable blue sky or state securities law, on the grounds that the offering and sale of the Shares and Warrants contemplated by this Agreement are exempt from
registration pursuant to Section 4(2) of the Securities Act and the regulations thereunder and are exempt from qualification pursuant to comparable available
exceptions in various states, and that the Company’s reliance upon such exemptions is predicated upon Purchaser’s representations set forth in this Agreement.
Purchaser acknowledges and understands that the Securities must be held indefinitely unless such securities are subsequently registered under the Securities Act
and other applicable blue sky and state securities laws or an exemption from such registration is available.

3.3 Consents and Approvals. No consent, approval or authorization of, or declaration, filing or registration with, or payment of any tax, fee, fine or penalty
to, any governmental or regulatory authority (domestic or foreign) or any other person (either governmental or private), is required to be obtained or made by
Purchaser in connection with the execution and delivery by Purchaser of this Agreement or the consummation by Purchaser of the transactions contemplated
hereby.

3.4 Investment Representations. Purchaser (a) has such knowledge and experience in financial and business matters as to be capable of evaluating the
merits and risks of Purchaser’s prospective investment hereunder; (b) has the ability to bear the economic risks of Purchaser’s prospective investment, including a
complete loss of the investment; (c) has been furnished with and has had access to such information as Purchaser has considered necessary to make a
determination as to its investment hereunder; (d) has had all questions which have been asked by Purchaser satisfactorily answered by the Company; and (e) has
not relied on any representations and warranties of the Company other than those contained in this Agreement.

3.5 Accredited Investor Status. Purchaser is an “accredited investor” within the meaning of Rule 501(a) of Regulation D promulgated by the Commission
under the Securities Act and is an “institutional investor” within the meaning of applicable state statutes and the regulations thereunder.

3.6 Restrictions on Transfer. Purchaser understands that unless and until a registration statement covering the Shares, Warrants or Warrant Shares (or a
filing pursuant to the exemption from registration under Regulation A of the Securities Act covering the Shares, Warrants or Warrant Shares)
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under the Securities Act is in effect when Purchaser desires to sell the Shares, Warrants or Warrant Shares, Purchaser may be required to hold the Shares,
Warrants or Warrant Shares for an indeterminate period. Each Purchaser also understands that any sale of the Shares, Warrants or Warrant Shares that might be
made by Purchaser in reliance upon Rule 144 or Rule 144A under the Securities Act may be made only in limited amounts in accordance with the terms and
conditions of those rules. Purchaser understands and acknowledges that all certificates representing the Shares and Warrant Shares shall bear the following legend
(and any other legend that may be required under any Federal or state securities law), until such Shares or Warrant Shares are registered under the Securities Act,
exchanged for securities registered under the Securities Act, or until the holder of the Shares or Warrant Shares delivers an opinion of its legal counsel, reasonably
acceptable to the Company, that such legend is no longer necessary.

With respect to the Shares and Warrant Shares:

“THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933 NOR
REGISTERED OR QUALIFIED UNDER ANY STATE SECURITIES LAWS. SUCH SHARES MAY NOT BE OFFERED FOR SALE, SOLD,
DELIVERED AFTER SALE, TRANSFERRED, PLEDGED, OR HYPOTHECATED UNLESS QUALIFIED AND REGISTERED UNDER
APPLICABLE STATE AND FEDERAL SECURITIES LAWS OR UNLESS, IN THE OPINION OF COUNSEL SATISFACTORY TO THE COMPANY,
SUCH QUALIFICATION AND REGISTRATION IS NOT REQUIRED. ANY TRANSFER OF THE SHARES REPRESENTED BY THIS
CERTIFICATE IS FURTHER SUBJECT TO OTHER RESTRICTIONS, TERMS AND CONDITIONS WHICH ARE SET FORTH HEREIN.”

With respect to the Warrants:

THE EXERCISE OF THIS WARRANT HAS NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE COMMISSION OR THE
SECURITIES COMMISSION OF ANY STATE. THIS WARRANT MAY ONLY BE EXERCISED PURSUANT TO AN EXEMPTION FROM
REGISTRATION UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”) AND APPLICABLE SECURITIES LAWS.
AS A CONDITION PRECEDENT TO THE EXERCISE OF THIS WARRANT, THE COMPANY MAY REQUIRE SUCH CERTIFICATES AND
OPINIONS OF COUNSEL AS IT DEEMS NECESSARY FROM THE PERSON EXERCISING THIS WARRANT TO ESTABLISH THE EXISTENCE
OF SUCH EXEMPTIONS.

NEITHER THESE SECURITIES NOR THE SECURITIES INTO WHICH THESE SECURITIES ARE EXERCISABLE HAVE BEEN REGISTERED
WITH THE SECURITIES AND EXCHANGE COMMISSION OR THE SECURITIES COMMISSION OF ANY STATE IN RELIANCE UPON AN
EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT, AND, ACCORDINGLY, MAY NOT BE OFFERED OR SOLD EXCEPT
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TO AN AVAILABLE
EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND IN
ACCORDANCE WITH APPLICABLE STATE SECURITIES LAWS AS EVIDENCED BY A LEGAL OPINION OF COUNSEL TO THE
TRANSFEROR TO SUCH EFFECT, THE SUBSTANCE OF WHICH SHALL BE REASONABLY ACCEPTABLE TO THE COMPANY.

THIS WARRANT IS SUBJECT TO OTHER RESTRICTIONS ON TRANSFER AS SET FORTH IN A SECURITIES PURCHASE AGREEMENT, THE
FORM OF WHICH IS AVAILABLE FROM THE COMPANY.



3.7 Authorization. Purchaser has full power and authority to enter into this Agreement and to perform its obligations hereunder and to consummate the
transactions contemplated hereby. This Agreement is a valid and binding agreement of Purchaser, enforceable in accordance with its terms.

3.8 ERISA. Purchaser will not acquire the Shares or Warrants with the assets of any “employee benefit plan” as defined in ERISA and no “prohibited
transactions” under ERISA and the Code will occur in connection with the Purchaser’s acquisition of the Shares or Warrants.

3.9 Taxes. Purchaser (a) understands that there may be tax consequences resulting from the purchase, ownership and/or sale of a share of Common Stock,
and (b) represents and warrants that (i) Purchaser has had a full opportunity to seek the advice of independent counsel respecting this investment and the tax risks
and implications thereof, (ii) Purchaser has relied only upon such independent tax advice and not upon any tax counsel from, or discussions with, the Company or
the Company’s representatives, and (iii) has never been notified by the Internal Revenue Service that Purchaser is subject to 20% backup withholding.

ARTICLE 4
Pre-Closing Covenants

4.1 Taking of Necessary Action. The Company and each Purchaser shall cooperate with each other and use their respective reasonable best efforts to take
or cause to be taken all actions, and do or cause to be done all things, necessary, proper or advisable on its part under this Agreement and applicable law to
consummate and make effective the Transactions as soon as practicable; provided, however, that the Company shall not be required to seek approval of its
shareholders to issue the Shares or Warrants.

4.2 Notifications. At all times prior to the Closing Date, each Purchaser shall promptly notify the Company and the Company shall promptly notify each
Purchaser in writing of any material fact, change, condition, circumstance or occurrence or nonoccurrence of any event that will or is reasonably likely to result in
the failure to satisfy the conditions to be complied with or satisfied by it hereunder; provided, however, that the delivery of any notice pursuant to this Section 4.2
shall not limit or otherwise affect the remedies available hereunder to any party giving or receiving such notice.

ARTICLE 5

Other Agreements of the Parties

5.1 Integration. The Company shall not sell, offer for sale or solicit offers to buy any security (as defined in Section 2 of the Securities Act) that would be
integrated with the offer or sale of the Securities in a manner that would require the registration under the Securities Act of the sale of the Securities to the
Purchasers or that would be integrated with the offer or sale of the Securities for purposes of the rules and regulations of any The NASDAQ Stock Market.

5.2 Securities Laws Disclosure; Publicity. Following the Closing Date, the Company will issue a Current Report on Form 8-K disclosing the material terms
of the transactions contemplated hereby. The Purchaser shall not issue any such press release or otherwise make any such public statement without the prior
consent of the Company, which consent shall not unreasonably be withheld, except if such disclosure is required by law, in which case the disclosing party shall
promptly provide the other party with prior notice of such public statement or communication.

5.3 Use of Proceeds. The Company intends to use the net proceeds from the sale of the Securities hereunder for working capital purposes.
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5.4 Reservation and Listing of Securities.

5.4.1 The Company shall maintain a reserve from its duly authorized shares of Common Stock for issuance pursuant to the Transaction Documents in
such amount as may be required to fulfill its obligations in full under the Transaction Documents.

5.4.2 The Company shall, if applicable: (i) in the time and manner required by The NASDAQ Stock Market, prepare and file with such entity an
additional shares listing application covering a number of shares of Common Stock at least equal to the Shares sold hereunder and the number of Warrant
Shares then issuable under the Warrants on the date of such application, (ii) take all steps necessary to cause such shares of Common Stock to be approved
for listing on the NASDAQ Stock Market as soon as possible thereafter, and (iii) provide to the Purchasers evidence of such listing upon request.

ARTICLE 6

Conditions to Closing

6.1 Conditions to Obligations of the Purchasers and the Company. The Shares and Warrant Shares shall have been authorized for listing on The NASDAQ
Stock Market.

6.2 Conditions to Obligations of the Purchasers. Each Purchaser’s obligation to purchase the Shares and Warrants is, unless waived in writing by such
Purchaser, subject to the fulfillment as of the Closing Date of the following conditions:

6.2.1 Representations and Warranties Correct. The representations and warranties made by the Company in Section 2 hereof shall be true and correct
in all material respects as of the date of the Closing.

6.2.2 Covenants. All covenants, agreements and conditions contained in this Agreement to be performed or complied with by the Company on or
prior to the Closing Date shall have been performed or complied with.

6.2.3 Registration Rights Agreement. The Company and the Purchaser shall have entered into the Registration Rights Agreement in the form
attached hereto as Exhibit B.

6.2.4 Compliance and Incumbency Certificates. The Company shall have delivered to the Purchasers a certificate of the Company, executed by the
Chief Executive Officer of the Company, dated as of the Closing Date and certifying to the fulfillment of the conditions specified in Sections 6.2.1 and
6.2.2 of this Agreement.

6.3 Conditions to Obligations of the Company. The Company’s obligation to sell and issue the Shares and the Warrants is, unless waived in writing by the
Company, subject to the fulfillment as of the Closing Date of the following conditions:

6.3.1 Representations and Warranties Correct. The representations and warranties made by the Purchasers in Section 3 hereof shall be true and
correct in all material respects as of the date of the Closing.

6.3.2 Covenants. All covenants, agreements and conditions contained in this Agreement to be performed or complied with by the Purchasers on or
prior to the Closing Date shall have been performed or complied with.



ARTICLE 7
Indemnification

7.1 Indemnification by Company. The Company hereby agrees to indemnify and defend and hold harmless each Purchaser, its respective affiliates,
successors and assigns and each of their respective officers, directors, employees and agents (each an “Indemnified Party” or collectively the “Indemnified
Parties”) from and against, and agrees to pay or cause to be paid to the Indemnified Parties all amounts equal to the sum of, any and all claims, demands, costs,
expenses, losses and other liabilities of any kind (“Losses”) that the Indemnified Parties incur or suffer (including without limitation all reasonable legal fees and
expenses) which arise or result from any breach of any of its representations or warranties, or failure by the Company to perform any of its covenants or
agreements, in this Agreement or in any certificate or document delivered pursuant hereto or otherwise relating to or arising out of the transactions contemplated
hereby, including but not limited to any third party claims arising or resulting from such breach or failure, except to the extent such Losses arise out of the gross
negligence or willful misconduct of such Purchaser, its respective successors and assigns and their respective officers, directors, employees and agents. The rights
of the Purchasers hereunder shall be in addition to, and not in lieu of, any other rights and remedies which may be available to them by law or under the
Certificate of Incorporation or By-laws of the Company.

7.2 Procedures. If a third party shall notify an Indemnified Party with respect to any matter that may give rise to a claim for indemnification under the
indemnity set forth above in Section 7.1, the procedure set forth below shall be followed.

7.2.1 Notice. The Indemnified Party shall give to the party providing indemnification (the “Indemnifying Party”) written notice of any claim, suit,
judgment or matter for which indemnity may be sought under Section 7.1 promptly but in any event within 15 days after the Indemnified Party receives
notice thereof; provided, however, that failure by the Indemnified Party to give such notice shall not relieve the Indemnifying Party from any liability it
shall otherwise have pursuant to this Agreement except to the extent that the Indemnifying Party is actually prejudiced by such failure. Such notice shall set
forth in reasonable detail (x) the basis for such potential claim and (y) the dollar amount of such claim. The Indemnifying Party shall have a period of 15
days within which to respond thereto. If the Indemnifying Party does not respond within such 15 day period, the Indemnifying Party shall be deemed to
have accepted responsibility for such indemnity.

7.2.2 Defense of Claim. With respect to a claim by a third party against an Indemnified Party for which indemnification may be sought under this
Agreement, the Indemnifying Party shall have the right, at its option, to be represented by counsel of its choice and to assume the defense or otherwise
control the handling of any claim, suit, judgment or matter for which indemnity is sought, which is set forth in the notice sent by the Indemnified Party, by
notifying the Indemnified Party in writing to such effect within 15 days of receipt of such notice; provided, however, that in any such proceeding, any
Indemnified Party shall have the right to retain its own counsel, but the fees and expenses of such counsel shall be at the expense of such Indemnified Party
unless (i) the Indemnifying Party and the Indemnified Party shall have mutually agreed to the retention of such counsel or (ii) the named parties to any such
proceeding (including any impleaded parties) include both the Indemnifying Party and the Indemnified Party and representation of both parties by the same
counsel would be inappropriate due to actual or potential differing interests between them. It is understood that the Indemnifying Party shall not, in respect
of the legal expenses of any Indemnified Party in connection with any proceeding or related proceedings in the same jurisdiction, be liable for the fees and
expenses of more than one separate firm (in addition to any local counsel) for all Indemnified Parties, and that all such fees and expenses shall be
reimbursed as they are incurred. If the Indemnifying Party does not give timely notice in accordance with the preceding sentence, the Indemnifying Party
shall be deemed to have given notice that it does not wish to control the handling of such claim, suit or judgment. In the event the Indemnifying Party elects
(by notice in writing within such 15 day period) to assume the defense of or otherwise control the handling of any such claim, suit, judgment or matter for
which indemnity is sought, the Indemnifying Party shall indemnify and hold harmless the Indemnified Party from and against any and all reasonable
professional fees (including
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attorneys’ fees, accountants, consultants and engineering fees) and investigation expenses incurred by the Indemnifying Party and the Indemnified Party
prior to such election, notwithstanding the fact that the Indemnifying Party may not have been so liable to the Indemnified Party had the Indemnifying
Party not elected to assume the defense of or to otherwise control the handling of such claim, suit, judgment or other matter. In the event that the
Indemnifying Party does not assume the defense or otherwise control the handling of such matter, the Indemnified Party may retain counsel, as an
indemnification expense, to defend such claim, suit, judgment or matter.

7.2.3 Final Authority. The parties shall cooperate in the defense of any such claim or litigation and each shall make available all books and records
which are relevant in connection with such claim or litigation. In connection with any claim, suit or other proceeding with respect to which the
Indemnifying Party has assumed the defense or control, the Indemnifying Party will not consent to the entry of any judgment or enter into any settlement
with respect to any matter which does not include a provision whereby the plaintiff or claimant in the matter releases the Indemnified Party from all
liability with respect thereto, without the written consent of the Indemnified Party, which shall not be unreasonably withheld or delayed. In connection with
any claim, suit or other proceeding with respect to which the Indemnifying Party has not assumed the defense or control, the Indemnified Party may not
compromise or settle such claim without the consent of the Indemnifying Party, which shall not be unreasonably withheld or delayed, and shall be deemed
to have been given if the Indemnified Party provides the Indemnifying Party with a written notice setting forth the material terms of such compromise or
settlement and the Indemnifying Party does not object thereto in writing within 10 days of its receipt of such notice.

assertion of a claim by a third party shall be asserted by written notice given by the Indemnified Party to the Indemnifying Party. The Indemnifying Party shall
have a period of 30 days within which to respond thereto.

ARTICLE 8
Miscellaneous

8.1 Termination. This Agreement may be terminated by either the Company or the Purchaser signatory hereto (with respect to such Purchaser only) if the
Closing shall not have occurred by the thirtieth (30") day following the date of this Agreement. If this Agreement is terminated in accordance with this
Section 8.1 and the transactions contemplated hereby are not consummated, (i) this Agreement shall become null and void and of no further force and effect
except that the terms and provisions of this Section 8 shall survive the termination of this Agreement and (ii) any termination of this Agreement shall not relieve
any party hereto from any liability for any willful breach of its obligations hereunder.

8.2 Governing Law. This Agreement shall be construed in accordance with and governed by the laws of the State of Delaware, without giving effect to the
conflicts of law provisions thereof.

8.3 Notices. All notices and other communications required or permitted hereunder shall be effective upon receipt and shall be in writing and delivered
personally, by facsimile transmission, by overnight delivery service or by mail, postage prepaid, addressed (a) if to a Purchaser, at Purchaser’s address set forth on
Schedule A hereto, or at such other address as Purchaser shall have furnished to the Company in writing, or (b) if to the Company, at Arrowhead Research
Corporation, 1118 East Green Street, Pasadena, CA 91106; Attention: President; Facsimile number 626-792-5554, or at such other address as the Company shall
have furnished to the Purchasers in writing, with a copy to Rachael Simonoff Wexler, Esq., Alschuler Grossman Stein & Kahan LLP, The Water Garden, 1620
26th Street, Fourth Floor, North Tower, Santa Monica, 90404-4060; Facsimile number 310-907-2000. This provision shall be deemed a material provision of this
Agreement, and no notice shall be deemed given or perfected pursuant to this Section unless all parties are noticed as required by this Section.
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8.4 Entire Agreement. This Agreement constitutes the entire understanding between the parties pertaining to the subject matter hereof and supersedes all
prior oral or written agreements between the parties, and all contemporaneous oral agreements between the parties; provided, however, this Agreement shall not
supersede the Confidentiality Agreement entered into by the parties in anticipation of the offering of the Securities; and, provided, further, notwithstanding
anything to the contrary contained in this Agreement or the Confidentiality Agreement, the Company and the Purchasers shall cooperate so that the Company
may issue press releases in the ordinary course of its business and disclose the terms of this Agreement or the transactions contemplated hereby in any press
release as well as in SEC Reports. No supplement, modification, waiver or termination of this Agreement shall be binding unless expressly made in writing and
executed by the parties hereto.

8.5 Severability; Counterparts. In case any provision of this Agreement shall be invalid, illegal or unenforceable, the validity, legality and enforceability of
the remaining provisions of this Agreement shall not in any way be affected or impaired thereby. This Agreement may be executed in any number of counterparts,
each of which shall be an original but all of which together shall constitute one instrument.

8.6 Assignment. Neither this Agreement, nor the rights and obligations hereunder, may be assigned, without the written consent of the other party, and any
attempt to assign without such consent shall be void; provided, however, Purchaser may assign all (but not some) of its rights under this Agreement to an
affiliated entity controlled by or under common control with Purchaser, without the Company’s consent.

8.7 Successors and Assigns. Except as otherwise provided herein, the terms and conditions of this Agreement shall inure to the benefit of and be binding
upon the respective successors and assigns of the parties. Nothing in this Agreement, express or implied, is intended to confer upon any party other than the
parties hereto or their respective successors and assigns any rights, remedies, obligations, or liabilities under or by reason of this Agreement, except as expressly
provided in this Agreement.

8.8 Expenses. At the Closing, the Company shall reimburse each Purchaser for its reasonable fees and expenses incurred by such Purchaser (including,
without limitation, attorneys’ fees and disbursements) in connection with such Purchaser’s purchase of the Shares and Warrants pursuant to this Agreement up to
a maximum, in the aggregate, of $20,000. Except with respect to the foregoing, each party shall bear its own costs and expenses incurred in connection with this
Agreement.

8.9 Designation of Forum and Consent to Jurisdiction. The parties hereto (i) designate the courts of the State of Delaware as the forum where all matters
pertaining to this Agreement may be adjudicated, and (ii) by the foregoing designation, consent to the exclusive jurisdiction and venue of such courts for the
purpose of adjudicating all matters pertaining to this Agreement.

8.10 Independent Nature of Purchasers’ Obligations and Rights. The obligations of each Purchaser under any Transaction Document are several and not
joint with the obligations of any other Purchaser, and no Purchaser shall be responsible in any way for the performance of the obligations of any other Purchaser
under any Transaction Document. Nothing contained herein or in any Transaction Document, and no action taken by any Purchaser pursuant thereto, shall be
deemed to constitute the Purchasers as a partnership, an association, a joint venture or any other kind of entity, or create a presumption that the Purchasers are in
any way acting in concert or as a group with respect to such obligations or the transactions contemplated by the Transaction Documents. Each Purchaser shall be
entitled to independently protect and enforce its rights, including without limitation, the rights arising out of this Agreement or out of the other Transaction
Documents, and it shall not be necessary for any other Purchaser to be joined as an additional party in any proceeding for such purpose. Each Purchaser has been
represented by its own separate legal counsel in their review and negotiation of the Transaction Documents. The Company has elected to provide all Purchasers
with the same terms and Transaction Documents for the convenience of the Company and not because it was required or requested to do so by the Purchasers.
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[Company Signature Page to Common Stock and Warrant Purchase Agreement]
IN WITNESS WHEREOF, the parties hereto have executed this Common Stock and Warrant Purchase Agreement as of January 11, 2006.

The Company:
ARROWHEAD RESEARCH CORPORATION

By:

Dr. Leon Ekchian
President
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[Purchaser Signature Page to Common Stock and Warrant Purchaser Agreement]

PURCHASER

By:




SCHEDULE A
List of Purchasers



EXHIBIT A
FORM OF WARRANT

THE EXERCISE OF THIS WARRANT HAS NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE COMMISSION OR THE
SECURITIES COMMISSION OF ANY STATE. THIS WARRANT MAY ONLY BE EXERCISED PURSUANT TO AN EXEMPTION FROM
REGISTRATION UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”) AND APPLICABLE SECURITIES LAWS. AS A
CONDITION PRECEDENT TO THE EXERCISE OF THIS WARRANT, THE COMPANY MAY REQUIRE SUCH CERTIFICATES AND OPINIONS OF
COUNSEL AS IT DEEMS NECESSARY FROM THE PERSON EXERCISING THIS WARRANT TO ESTABLISH THE EXISTENCE OF SUCH
EXEMPTIONS.

NEITHER THESE SECURITIES NOR THE SECURITIES INTO WHICH THESE SECURITIES ARE EXERCISABLE HAVE BEEN REGISTERED WITH
THE SECURITIES AND EXCHANGE COMMISSION OR THE SECURITIES COMMISSION OF ANY STATE IN RELIANCE UPON AN EXEMPTION
FROM REGISTRATION UNDER THE SECURITIES ACT, AND, ACCORDINGLY, MAY NOT BE OFFERED OR SOLD EXCEPT PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TO AN AVAILABLE EXEMPTION FROM, OR IN A
TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND IN ACCORDANCE WITH
APPLICABLE STATE SECURITIES LAWS AS EVIDENCED BY A LEGAL OPINION OF COUNSEL TO THE TRANSFEROR TO SUCH EFFECT, THE
SUBSTANCE OF WHICH SHALL BE REASONABLY ACCEPTABLE TO THE COMPANY.

THIS WARRANT IS SUBJECT TO OTHER RESTRICTIONS ON TRANSFER AS SET FORTH IN A SECURITIES PURCHASE AGREEMENT, THE
FORM OF WHICH IS AVAILABLE FROM THE COMPANY.

No. Void after January __, 2011
WARRANT TO PURCHASE SHARES
OF
THE COMMON STOCK
OF

ARROWHEAD RESEARCH CORPORATION,
A Delaware corporation

This certifies that, for value received, the Holder identified as such on the signature page hereof (together with its successors and assigns) is entitled to
subscribe for and purchase, on the terms hereof, shares of the Common Stock, $0.001 par value (the “Common Stock”), of Arrowhead Research Corporation, a
Delaware corporation (the “Company™), subject to adjustment as provided herein.

This Warrant is subject to the following terms and conditions:

1. Exercise of Warrant. The terms and conditions upon which this Warrant may be exercised, and the shares of Common Stock subject hereto may be
purchased, are as follows:

1.1 Term. Subject to the terms hereof, this Warrant may be exercised at any time, or from time to time, after six (6) months and one (1) day following
the date hereof (the “Vesting Date”), in whole or in part; provided, however, that in no event may this Warrant be exercised later than 5:00 p.m. (Pacific
Time) on January __, 2011, on which date this Warrant will expire (the “Expiration Date”) .
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1.2 Number of Shares. This Warrant may be exercised to purchase up to an aggregate of shares of Common Stock.

1.3 Exercise Price. The exercise price per share for all shares of Common Stock to be issued upon exercise of this Warrant shall be $5.04, subject to
adjustment as provided herein.

1.4 Method of Exercise.

(a) The exercise of the purchase rights evidenced by this Warrant shall be effected by (i) the surrender of the Warrant, together with a duly executed
copy of the form of Exercise Notice attached hereto as Schedule 1, to the Company at its principal offices and (ii) the delivery of the exercise price by
check or bank draft payable to the Company’s order or by wire transfer to the Company’s account for the number of shares for which the purchase rights
hereunder are being exercised or any other form of consideration approved by the Company’s Board of Directors (the “Board”).

(b) Unless this Warrant has expired or all of the purchase rights represented hereby have been exercised, the Company will prepare a new Warrant,
substantially identical hereto, representing the rights formerly represented by this Warrant that have not expired or been exercised, and will deliver such
new Warrant to the Purchaser promptly.

(c) Each exercise of this Warrant shall be deemed to have been effected immediately prior to the close of business on the day on which this Warrant
shall have been surrendered to the Company as provided herein or at such later date as may be specified in the executed form of subscription, and at such
time the person or persons in whose name or names any certificate or certificates for shares of Common Stock shall be issuable upon such exercise as
provided herein shall be deemed to have become the holder or holders of record thereof.

W-3



2. Adjustments to Exercise Price. The number and kind of shares of Common Stock (or any shares of stock or other securities which may be) issuable upon
the exercise of this Warrant and the exercise price hereunder shall be subject to adjustment from time to time upon the happening of certain events, as follows:

2.1 Dividends, Distributions, Stock Splits or Combinations. If the Company shall at any time or from time to time after the date hereof make or issue,
or fix a record date for the determination of holders of Common Stock entitled to receive, a dividend or other distribution payable in additional shares of
Common Stock, then and in each such event the exercise price hereunder then in effect shall be decreased as of the time of such issuance or, in the event
such a record date shall have been fixed, as of the close of business on such record date, by multiplying the exercise price hereunder then in effect by a
fraction: (a) the numerator of which shall be the total number of shares of Common Stock (assuming the conversion of all outstanding securities of the
Company that are convertible into Common Stock and the exercise of all options to purchase Common Stock or securities that are convertible into
Common Stock) issued and outstanding immediately prior to the time of issuance or the close of business on such record date; and (b) the denominator of
which shall be the total number of shares of Common Stock (assuming the conversion of all outstanding securities of the Company that are convertible into
Common Stock and the exercise of all options to purchase Common Stock or securities that are convertible into Common Stock) issued and outstanding
immediately after the time of issuance or the close of business on such record date. If the Company shall at any time subdivide the outstanding shares of
Common Stock, or if the Company shall at any time combine the outstanding shares of Common Stock, then the exercise price hereunder immediately shall
be decreased proportionally (in the case of a subdivision) or increased proportionally (in the case of a combination). Any such adjustment shall become
effective at the close of business on the date the subdivision or combination becomes effective.

2.2 Reclassification or Reorganization. If the Common Stock issuable upon the exercise of this Warrant shall be changed into the same or different
number of shares of any class or classes of stock, whether by capital reorganization, reclassification or otherwise (other than a subdivision or combination
of shares or stock dividend provided for in Section 2.1 above, or a reorganization, merger, consolidation or sale of assets provided for in Section 2.3
below), then and in each such event the Holder shall be entitled to receive upon the exercise of this Warrant the kind and amount of shares of stock and
other securities and property receivable upon such reorganization, reclassification or other change, to which a holder of the number of shares of Common
Stock issuable upon the exercise of this Warrant would have received if this Warrant had been exercised immediately prior to such reorganization,
reclassification or other change, all subject to further adjustment as provided herein.

2.3 Merger, Consolidation or Sale of Assets. If at any time or from time to time there shall be a capital reorganization of the Common Stock (other
than a subdivision, combination, reclassification or exchange of shares provided for elsewhere in this Section 2) or a merger or consolidation of the
Company with or into another corporation, or the sale of all or substantially all of the Company’s assets and properties to any other person or entity, then as
a part of such reorganization, merger, consolidation or sale, provision shall be made so that the Holder shall thereafter be entitled to receive upon the
exercise of this Warrant, the number of shares of stock or other securities or property of the Company, or of the successor corporation resulting from such
reorganization, merger, consolidation or sale, to which a holder of the number of shares of Common Stock (or any shares of stock or other securities which
may be) issuable upon the exercise of this Warrant would have received if this Warrant had been exercised immediately prior to such reorganization,
merger, consolidation or sale.

2.4 Notice of Adjustments and Record Dates. The Company shall promptly notify the Holder in writing of each adjustment or readjustment of the
exercise price hereunder and the number of shares of Common Stock (or any shares of stock or other securities which may be) issuable upon the exercise of
this Warrant. Such notice shall state the adjustment or readjustment and show in reasonable detail the facts on which that adjustment or readjustment is
based. In the event of any taking by the Company of a record of the holders of Common Stock for the purpose of determining the holders thereof who are
entitled to receive any dividend or other distribution, the Company shall notify the Holder in writing of such record date at least twenty (20) days prior to
the date specified therein.
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2.5 No Impairment. The Company shall not avoid or seek to avoid the observance or performance of any of the terms to be observed or performed
hereunder by the Company, but shall at all times in good faith assist in the carrying out of all the provisions of this Warrant. Without limiting the generality
of the foregoing, the Company (a) shall at all times reserve and keep available a number of its authorized shares of Common Stock, free from all
preemptive rights therein, which shall be sufficient to permit the exercise of this Warrant and (b) shall take all such action as may be necessary or
appropriate in order that all shares of Common Stock as may be issued pursuant to the exercise of this Warrant shall, upon issuance, be duly and validly
issued, fully paid and nonassessable and free from all taxes, liens and charges with respect to the issue thereof.

3. Redemption of Warrants. This Warrant is subject to redemption by the Company, in whole but not in part, at a redemption price of $0.001, at any time
after the Vesting Date and prior to the Expiration Date, on not less than 30 days’ prior written notice to the Holder, provided that (a) a public trading market for
the Company’s Common Stock then exists, (b) the daily closing price per share of Common Stock has been at least $6.50 for a period of at least 30 consecutive
trading days ending on the date prior to the date upon which the notice of redemption is given and (c) no Registration Default, as such term is defined under the
Registration Rights Agreement, dated January __, 2006, between the Company and the Holder, exists at any time between the delivery of the redemption notice
and the last day on which the Company may redeem this Warrant pursuant to such notice. The Holder shall have the right to exercise the Warrant, in whole or in
part, before the date specified in the redemption notice. Upon expiration of such period, all rights of the Holder shall terminate, other than the rights to receive the
redemption price, without interest, and the right to receive the redemption price shall itself expire on the Expiration Date.

4. Replacement of Warrants. On receipt by the Company of evidence reasonably satisfactory to the Company of the loss, theft, destruction or mutilation of
this Warrant and, in the case of any such loss, theft or destruction of this Warrant, on delivery of an indemnity agreement reasonably satisfactory in form and
amount to the Company or, in the case of any such mutilation, on surrender and cancellation of such Warrant, the Company at its expense shall execute and
deliver to the Holder, in lieu thereof, a new Warrant of like tenor.

5. Investment Intent. Unless a current registration statement under the Securities Act of 1933, as amended, shall be in effect with respect to the securities to
be issued upon exercise of this Warrant, the Holder, by accepting this Warrant, covenants and agrees that, at the time of exercise hereof, and at the time of any
proposed transfer of any securities acquired upon exercise hereof, the Holder shall deliver to the Company a written statement that the securities acquired by the
Holder upon exercise hereof are for the own account of the Holder for investment and are not acquired with a view to, or for sale in connection with, any
distribution thereof (or any portion thereof) and with no present intention (at any such time) of offering or distributing such securities (or any portion thereof).

6. No Rights or Liability as a Stockholder. This Warrant does not entitle the Holder hereof to any voting rights or other rights as a stockholder of the
Company. No provisions hereof, in the absence of affirmative action by the Holder to purchase Common Stock, and no enumeration herein of the rights or
privileges of the Holder, shall give rise to any liability of the Holder as a stockholder of the Company.

7. Miscellaneous.

7.1 Titles and Subtitles. The titles and subtitles used in this Warrant are for convenience only and are not to be considered in construing or
interpreting this Warrant.

7.2 Notices. Any notice required or permitted under this Warrant shall be given in writing to the respective addresses of the Holder and the Company
set forth on the signature page hereof, or to such other address as either party shall designate in a written notice given to the other as provided herein.

7.3 Attorneys’ Fees. If any action at law or in equity is necessary to enforce or interpret the terms of this Warrant, the prevailing party shall be
entitled to reasonable attorneys’ fees, costs and disbursements in addition to any other relief to which such party may be entitled.
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7.4 Amendments and Waivers. Any term of this Warrant may be amended and the observance of any term of this Warrant may be waived (either
generally or in a particular instance and either retroactively or prospectively), as provided in the Subscription and Purchase Agreement pursuant to which
this Warrant has been issued.

7.5 Severability. If one or more provisions of this Warrant are held to be unenforceable under applicable law, such provision shall be excluded from
this Warrant and the balance of the Warrant shall be interpreted as if such provision were so excluded and shall be enforceable in accordance with its terms.

7.6 Governing Law. This Warrant shall be governed by and construed and enforced in accordance with the laws of the State of Delaware, without
giving effect to its conflicts of laws principles.

7.7 Counterparts. This Warrant may be executed in one or more counterparts, each of which shall be deemed an original, but all of which together
shall constitute one and the same instrument.

Date: January __, 2006

“The Company”

ARROWHEAD RESEARCH CORPORATION
1118 East Green Street

Pasadena, California 91106

By:

Dr. Leon Ekchian, President

“Holder”

ACKNOWLEDGED AND AGREED:

(Signature)

(Print Name)

Address:




SCHEDULE 1

EXERCISE NOTICE
(To be signed only on exercise of Warrant for cash)

To: Arrowhead Research Corporation.

The undersigned, the holder of the Warrant attached hereto, hereby irrevocably elects to exercise the purchase rights represented by such Warrant for, and

to purchase thereunder, shares of the Common Stock of Arrowhead Research Corporation, a Delaware corporation, and herewith makes
payment of $ therefor, and requests that the certificates for such shares be issued in the name of, and delivered to , whose
address is

(Signature must conform in all respects to name of the Holder as
specified on the face of the Warrant)

(Print Name)

(Address)
Dated:




EXHIBIT B
FORM OF REGISTRATION RIGHTS AGREEMENT
REGISTRATION RIGHTS AGREEMENT

THIS REGISTRATION RIGHTS AGREEMENT (this “Agreement”) is made and entered into as of this ___ day of January, 2006, by and among Arrowhead
Research Corporation, a Delaware corporation (the “Company ”) and the purchasers of the Company’s Common Stock and Warrants listed on Exhibit A hereto
(the “Investors”).

RECITALS

WHEREAS, the Investors are purchasing shares of the Company’s common stock, par value $0.001 per share (the “Common Stock”) and Warrants to
acquire Common Stock (the “Warrants”), pursuant to the Common Stock and Warrant Purchase Agreement, dated January 11, 2006 (the “Purchase
Agreement”);

WHEREAS, the obligations in the Purchase Agreement are conditioned upon the execution and delivery of this Agreement; and

WHEREAS, in connection with the consummation of the transactions under the Purchase Agreement, the Company and the Investors have agreed to the
provisions as set forth below.

Now, THEREFORE, in consideration of these premises and intending to be legally bound, the parties hereto agree as follows:

1. Certain Definitions. As used in this Agreement, the following terms shall have the following respective meanings:

“Affiliate” means, with respect to any specified Person, a Person that directly, or indirectly through one or more intermediaries, controls, or is
controlled by, or is under common control with, the specified Person, where “control” (including the terms “controlling,” “controlled by” and “under
common control with”) means the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of such
Person, whether through the ownership of voting securities, by contract, or otherwise; provided, however, that when used with respect to the Company,
“Affiliate” shall not include any Investor or Affiliate thereof.

“Closing Date” means the date of the closing of the purchase and sale of Common Stock and Warrants under the Purchase Agreement.
“Commission” means the Securities and Exchange Commission or any other federal agency at the time administering the Securities Act.

“Exchange Act” means the Securities Exchange Act of 1934, as amended, or any similar federal rule or statute and the rules and regulations of the
Commission thereunder, all as the same shall be in effect at the time.

“Registrable Securities” means any (i) Common Stock purchased by the Investors pursuant to the Purchase Agreement, (ii) Common Stock issued or
issuable upon exercise of the Warrants purchased by the Investors pursuant to the Purchase Agreement, (iii) Common Stock of the Company held by an
Investor as of the date of this Agreement and (iv) Common Stock issued or issuable in respect of any of the foregoing upon any stock split, stock dividend,
recapitalization or similar event; provided, however, that securities shall only be treated as Registrable Securities if and so long as they have not been sold
pursuant to a registration or in accordance with Rule 144.
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The terms “register,” “registered” and “registration” refer to a registration effected by preparing and filing a registration statement in compliance
with the Securities Act, and the declaration or ordering of the effectiveness of such registration statement.



“Registration Expenses” shall mean all expenses, except as otherwise stated below, incurred by the Company in complying with Section 2(a) and
2(c) hereof, including without limitation, all registration, qualification and filing fees, printing expenses, escrow fees, fees and disbursements of counsel for
the Company, blue sky fees and expenses, the expense of any special audits incident to or required by any such registration (but excluding the
compensation of regular employees of the Company which shall be paid in any event by the Company and excluding any underwriters discounts or
commissions which may be applicable). Registration Expenses shall also include the reasonable fees and disbursements for one special counsel to the
selling stockholders reasonably acceptable to the Company.

“Restricted Securities” shall mean the Common Stock and Warrants purchased by the Investors pursuant to the Purchase Agreement, including the
Common Stock issued or issuable upon exercise of the Warrants, or any other securities issued in respect of such stock upon any stock split, stock dividend,
recapitalization, merger or similar event until such Common Stock or Warrants are sold pursuant to a registration or until such Common Stock or Warrants
are sold or are eligible to be sold pursuant to Rule 144, including pursuant to subsection (k) of Rule 144.

“Rule 144” and “Rule 145” shall mean Rules 144 and 145, respectively, promulgated under the Securities Act, or any similar federal rules thereunder,
all as the same shall be in effect at the time.

“Securities Act” shall mean the Securities Act of 1933, as amended, or any similar federal rule or statute and the rules and regulations of the
Commission thereunder, all as the same shall be in effect at the time.

2. Registration Rights.

(a) Company Registration. The Company shall (i) cause a shelf registration statement on Form S-3 (or other appropriate form) covering the resale
of all of the Registrable Securities to be filed with the Commission within forty-five (45) days after the Closing Date, (ii) cause such registration statement
to be declared effective by the Commission no later than ninety (90) days after filing or one hundred twenty (120) days in the event of a review by the staff
of the Commission and (iii) keep such registration statement continuously effective until the Investors no longer hold any Registrable Securities that may
not be sold either pursuant to (x) Rule 144(k) or (y) in their entirety in a single transaction pursuant to Rule 144. The Company will include in such
registration (and any related qualifications including compliance with blue sky laws), and in any underwriting involved therein, all Registrable Securities
specified by any Investor in a written request or requests to the Company, made within ten days after the date of written notice of such registration from the
Company to the Investors.

If the Company proposes to register any of its shares of Common Stock (other than any registration for the account of the Company of securities issued

pursuant to any employee benefit plan or in any acquisition by the Company), the Company will include in such registration all shares of Common Stock held by
the holders of Registrable Securities requested to be so included; provided, however, that if, in the case of an underwritten offering, the managing underwriter
informs the Company that the number of shares held by the holders of Registrable Securities requested to be included exceeds the amount which can be sold in
such offering without adversely affecting the distribution of the shares being offered, the Company shall include, first, all of the shares the Company has proposed
to register; second, as many of the Registrable Securities as can be included without adversely affecting such distribution; and, third, any other shares of Common
Stock proposed to be included in such offering. With respect to terms and conditions not provided for in this paragraph or in this Section 2, the “piggyback” rights
provided for in this paragraph are intended to be on customary terms.



(b) Expenses of Registration. All Registration Expenses incurred in connection with the registration described in Section 2(a) shall be borne by the
Company. All other registration expenses, if any, shall be borne by the Investors pro rata on the basis of the number of shares so registered or proposed to
be so registered.

(c) Registration Procedures. The Company will keep each Investor advised in writing as to the initiation of the registration described in
Section 2(a) and as to the completion thereof. The Company will:

(i) Registration Statement. Prepare and file with the Commission a registration statement with respect to such Registrable Securities and cause
such registration statement to become effective and remain effective, in each case in accordance with the timeframes provided in Section 2(a).

(ii) Amendments and Supplements. Prepare and file with the Commission such amendments and supplements to such registration statement
and the prospectus used in connection with such registration statement as may be necessary to comply with the provisions of the Securities Act with
respect to the disposition of all securities covered by such registration statement for the period set forth in Section 2(a) above.

(iii) Prospectus. Furnish to the Investors such number of copies of the registration statement, any amendments thereto, any documents
incorporated by reference therein, a prospectus, including a preliminary prospectus, in conformity with the requirements of the Securities Act, and
such other documents as they may reasonably request in order to facilitate the disposition of Registrable Securities owned by them.

(iv) Qualification. Use its reasonable best efforts to register and qualify the securities covered by such registration statement under such other
securities or blue sky laws of such jurisdictions as shall be reasonably requested by the Investors; provided that the Company shall not be required in
connection therewith or as a condition thereto to qualify to do business or to file a general consent to service of process in any such states or
jurisdictions, unless the Company is already subject to service in such jurisdiction and except as may be required by the Securities Act.

(v) Underwriting Obligations. In the event of any underwritten public offering of Registrable Securities, enter into and perform its obligations
under an underwriting agreement, in usual and customary form, with the managing underwriter(s) of such offering. Each Investor participating in
such underwriting shall also enter into and perform its obligations under such an underwriting agreement. The Company shall, if requested by the
managing underwriter or underwriters, if any, counsel to Investors, or any holder of Registrable Securities included in such offering, promptly
incorporate in a prospectus supplement or post-effective amendment such information as such managing underwriter or underwriters, counsel to
Investors or any holder of Registrable Securities reasonably requests to be included therein, and which is reasonably related to the offering of such
Registrable Securities, including, without limitation, with respect to the Registrable Securities being sold by such holder to such underwriter or
underwriters, the purchase price being paid therefor by such underwriter or underwriters and any other terms of an underwritten offering of the
Registrable Securities to be sold in such offering,



and the Company shall promptly make all required filings of such prospectus supplement or post-effective amendment.

(vi) Notice. Immediately notify each Investor holding Registrable Securities covered by such registration statement at any time when a
prospectus relating thereto is required to be delivered under the Securities Act of the happening of any event as a result of which the prospectus
included in such registration statement, as then in effect, includes an untrue statement of a material fact or omits to state a material fact required to be
stated therein or necessary to make the statements therein not misleading in light of the circumstances then existing (a “Suspension Notice”);
provided, however, that (i) the Company shall not give more than two Suspension Notices during any period of twelve consecutive months, (ii) any
such Suspension Notice shall not be given within 120 days of the end of the Suspension Notice period under the prior Suspension Notice and (iii) in
no event shall the period from the date on which any holder of Registrable Securities receives a Suspension Notice until the date on which such
holder receives copies of the supplemented or amended prospectus or is advised in writing by the Company that the use of the prospectus may be
resumed exceed for all Suspension Notices in the aggregate, 60 days in any 365 day period. The Company will use reasonable best efforts to
promptly amend or supplement such prospectus in order to cause such prospectus not to include any untrue statement of a material fact or omit to
state a material fact required to be stated therein or necessary to make the statements therein not misleading in the light of the circumstances then
existing.

(vii) Listing. Cause all such Registrable Securities registered pursuant hereto to be listed on each securities exchange or automated quotation
system on which similar securities issued by the Company are then listed or, if no securities are then listed, on the NASDAQ Stock Market Inc.’s
National Market.

(viii) Transfer Agent; CUSIP Number. Provide a transfer agent and registrar for all Registrable Securities registered pursuant hereunder and a
CUSIP number for all such Registrable Securities not later than the effective date of such registration.

(ix) Stop Orders. Use its reasonable best efforts to prevent the issuance of any order suspending the effectiveness of a registration statement
relating to Registrable Securities, and if one is issued, use its best efforts to obtain the withdrawal of any order suspending the effectiveness of such
registration statement at the earliest possible moment.

(x) Company Records. Upon reasonable notice, make available to each Investor, any underwriter participating in any disposition pursuant to a
registration statement relating to Registrable Securities, and any attorney, accountant or other agent or representative retained by any such Investor or
underwriter (collectively, the “Inspectors™), all financial and other records, pertinent corporate documents and properties of the Company
(collectively, the “Records”) reasonably necessary to enable them to exercise their due diligence responsibility, and cause the Company’s officers,
directors and employees to supply all information requested by any such Inspector in connection with such registration statement, provided that each
such Investor and Inspector has entered into a customary confidentiality agreement with respect to such Records.



(xi) NASD Matters. Cooperate with each Investor and each underwriter participating in the disposition of Registrable Securities and their
respective counsel in connection with any filings required to be made with the National Association of Securities Dealers, Inc. (“NASD”), including,
if appropriate, the pre-filing of a prospectus as part of a registration statement in advance of an underwritten offering.

(d) Indemnification.

(i) Company Indemnification. The Company will indemnify each holder (if Registrable Securities held by such holder are included in the
securities as to which such registration is being effected), each of its officers and directors and partners, and each person controlling such holder
within the meaning of Section 15 of the Securities Act, with respect to which registration has been effected pursuant to this Agreement, against all
expenses, claims, losses, damages or liabilities (or actions in respect thereof), including any of the foregoing incurred in settlement of any litigation,
commenced or threatened, arising out of or based on any untrue statement (or alleged untrue statement) of a material fact contained in any
registration statement, prospectus, offering circular or other document, or any amendment or supplement thereto, incident to any such registration, or
based on any omission (or alleged omission) to state therein a material fact required to be stated therein or necessary to make the statements therein,
in light of the circumstances in which they were made, not misleading, or any violation by the Company of the Securities Act, the Exchange Act,
state securities laws or any rule or regulation promulgated under such laws applicable to the Company in connection with any such registration, and
the Company will reimburse each such holder, each of its officers and directors, and each person controlling such holder, for any legal and any other
expenses reasonably incurred, as such expenses are incurred, in connection with investigating, preparing or defending any such claim, loss, damage,
liability or action, provided that the Company will not be liable in any such case to the extent that any such claim, loss, damage, liability or expense
arises out of or is based on any untrue statement or omission or alleged untrue statement or omission made in reliance upon and in conformity with
written information furnished to the Company by an instrument duly executed by such holder or controlling person, and stated to be specifically for
use therein; provided, further, that the indemnity agreement contained in this subsection 2(d)(i) shall not apply to amounts paid in settlement of any
such loss, claim, damage, liability or action if such settlement is effected without the consent of the Company (which consent shall not be
unreasonably withheld).

(ii) Investor Indemnification. Each holder will, if Registrable Securities held by such holder are included in the securities as to which such
registration is being effected, indemnify the Company, each of its directors and officers, other holders of the Company’s securities covered by such
registration statement, each person who controls the Company within the meaning of Section 15 of the Securities Act, and each such holder, each of
its officers and directors and each person controlling such holder within the meaning of Section 15 of the Securities Act, against all claims, losses,
damages and liabilities (or actions in respect thereof) arising out of or based on any untrue statement (or alleged untrue statement) of a material fact
contained in any such registration statement, prospectus, offering circular or other document, or any omission (or alleged omission) to state therein a
material fact required to be stated therein or necessary to make the statements therein not misleading, or any violation by such holder of the
Securities Act, the Exchange Act, state securities laws or any rule or



regulation promulgated under such laws applicable to such holder, and will reimburse the Company, each such Investor, such directors, officers,
persons, underwriters or control persons for any legal or any other expenses reasonably incurred, as such expenses are incurred, in connection with
investigating or defending any such claim, loss, damage, liability or action, but in the case of the Company or such Investors or their officers,
directors or controlling persons, only to the extent that such untrue statement (or alleged untrue statement) or omission (or alleged omission) is made
in such registration statement, prospectus, offering circular or other document in reliance upon and in conformity with written information furnished
to the Company by an instrument duly executed by such holder and stated to be specifically for use therein; provided, further, that the indemnity
agreement contained in this Subsection 2(d)(ii) shall not apply to amounts paid in settlement of any such loss, claim, damage, liability or action if
such settlement is effected without the consent of such indemnifying holder (which consent shall not be unreasonably withheld or delayed). The
liability of any holder for indemnification under this Section 2(d) in its capacity as a seller of Registrable Securities shall not exceed the lesser of

(i) that proportion of the total of such losses, claims, damages, expenses or liabilities indemnified against equal to the proportion of the total
securities sold under such registration statement by such holder, and (ii) the amount equal to the net proceeds to such holder of the securities sold in
any such registration.

(iii) Notice. Each party entitled to indemnification under this Section 2(d) (the “Indemnified Party”) shall give notice to the party required to
provide indemnification (the “Indemnifying Party”) promptly after such Indemnified Party has actual knowledge of any claim as to which indemnity
may be sought, and shall permit the Indemnifying Party to assume the defense of any such claim or any litigation resulting therefrom, provided that
counsel for the Indemnifying Party, who shall conduct the defense of such claim or litigation, shall be approved by the Indemnified Party (whose
approval shall not unreasonably be withheld), and the Indemnified Party may participate in such defense at such party’s expense, and provided
further that the failure of any Indemnified Party to give notice as provided herein shall not relieve the Indemnifying Party of its obligations under this
Agreement unless the failure to give such notice is materially prejudicial to an Indemnifying Party’s ability to defend such action and provided
further, that the Indemnifying Party shall not assume the defense for matters as to which there is a conflict of interest or there are separate and
different defenses. No Indemnifying Party, in the defense of any such claim or litigation, shall, except with the consent of each Indemnified Party
(whose consent shall not be unreasonably withheld), consent to entry of any judgment or enter into any settlement which does not include as an
unconditional term thereof the giving by the claimant or plaintiff to such Indemnified Party of a release from all liability in respect to such claim or
litigation.

(iv) Contribution. If the indemnification provided for in this Section 2(d) is held by a court of competent jurisdiction to be unavailable to an
Indemnified Party with respect to any losses, claims, damages or liabilities referred to herein, the Indemnifying Party, in lieu of indemnifying such
Indemnified Party thereunder, shall to the extent permitted by applicable law contribute to the amount paid or payable by such Indemnified Party as a
result of such loss, claim, damage or liability in such proportion as is appropriate to reflect the relative fault of the Indemnifying Party on the one
hand and of the Indemnified Party on the other in connection with the untrue statement or omission that resulted in such loss, claim, damage or
liability, as well as any other relevant equitable considerations. The relative fault of the



Indemnifying Party and of the Indemnified Party shall be determined by a court of law by reference to, among other things, whether the untrue or
alleged untrue statement of a material fact or the omission to state a material fact relates to information supplied by the Indemnifying Party or by the
Indemnified Party and the parties’ relative intent, knowledge, access to information and opportunity to correct or prevent such statement or omission;
provided, that in no event shall any contribution by an Investor hereunder exceed the proceeds from the offering received by such Investor.

(v) Survival. The obligations of the Company and the Investors under this Section 2(d) shall survive completion of any offering of Registrable

Securities in a registration statement and the termination of this agreement. The provisions of this Section 2(d) shall survive any termination of this
Agreement.

(e) Information by Investor. The Investor or Investors holding Registrable Securities included in any registration shall furnish to the Company such
information regarding such Investor or Investors, the Registrable Securities held by them and the distribution proposed by such Investor or Investors as the
Company may request in writing and as shall be required in connection with any registration referred to in this Agreement.

(f) Rule 144 Reporting. With a view to making available the benefits of certain rules and regulations of the Commission which may at any time
permit the sale of the Restricted Securities to the public without registration, the Company agrees to use reasonable best efforts to:

(i) Public Information. Make and keep public information available, as those terms are understood and defined in Rule 144 under the Securities
Act;

(ii) Filing. File with the Commission in a timely manner all reports and other documents required of the Company under the Securities Act and
the Exchange Act; and

(iii) Rule 144 Statement. So long as an Investor owns any Restricted Securities, to furnish to such Investor forthwith upon request a written
statement by the Company as to its compliance with the reporting requirements of said Rule 144 (at any time after 90 days after the effective date of
the first registration statement filed by the Company for an offering of its securities to the general public), a copy of the most recent annual or
quarterly report of the Company, and such other reports and documents of the Company and other information in the possession of or reasonably

obtainable by the Company as such Investor may reasonably request in availing itself of any rule or regulation of the Commission allowing such
Investor to sell any such securities without registration.

(g) Liquidated Damages. If: (i) any registration statement required to be filed pursuant to Section 2(a) is not filed within the time period specified
therein, (ii) a registration statement filed hereunder is not declared effective by the SEC within the time period specified in Section 2(a) or (iii) a
registration statement ceases to be effective and available for resales of Registrable Securities by Investors when the Company is required to keep such
registration statement effective under this Agreement (any such failure or breach being referred



to as a “Registration Default” and, for purposes of clause (i), (ii) or (iii), the date on which such Registration Default occurs, being referred to as an “Event
Date”), then the Company shall pay to the Investors, as liquidated damages and not as a penalty, in the form of additional Warrants (“Liquidated
Damages”) (x) upon the occurrence of a Registration Default, Warrants to acquire an aggregate of 43,478 Warrant Shares (pro rata to each Investor based
on its Registrable Securities), and (y) if the Registration Default has not been cured by the first month anniversary following the date of the Registration
Default, Warrants to acquire an aggregate of 43,478 Warrant Shares pro rata to such Investors, and (z) on each monthly anniversary thereafter until the
Registration Default has been cured, Warrants to acquire an aggregate of 43,478 Warrant Shares pro rata to such Investors; provided, however, that all
periods referred to in clauses (y) and (z) above shall be tolled in respect of any Investor during delays caused by the action or inaction of such Investor, and
the Company shall have no liability to such Investor in respect of any such delay. The Liquidated Damages payable pursuant hereto shall be payable within
five (5) business days following the date of the Registration Default or the monthly anniversary thereof, as the case may be. Notwithstanding anything to
the contrary contained herein, Liquidated Damages shall not be payable under this Section 2(g) for more than one Registration Default occurring or
existing at any one time. The Liquidated Damages payable pursuant hereto shall be proportionally adjusted to take into account any sales, transfers or other
dispositions of Registrable Securities held by an Investor as of the date hereof as follows:

Liquidated Damages = 43,478 x [(R - S) / R]

where:
R = The “Registrable Securities” purchased by the Investor pursuant to the Purchase Agreement; and

S = The number of Registrable Securities sold, transferred, assigned, donated or otherwise alienated at the time of calculation.

3. Amendment. Except as otherwise provided herein, additional parties may be added to this Agreement and any provision of this Agreement may be
amended or the observance thereof may be waived (either generally or in a particular instance and either retroactively or prospectively), only with the written
consent of the Company and each Investor. Any amendment or waiver effected in accordance with this Section 3 shall be binding upon each Investor, any
transferee thereof and the Company.

4. Governing Law. This Agreement shall be governed in all respects by the internal laws of the State of Delaware without regard to conflict of laws
provisions.

5. Entire Agreement. This Agreement constitutes the full and entire understanding and Agreement among the parties regarding the matters set forth herein.
Except as otherwise expressly provided herein, the provisions hereof shall inure to the benefit of, and be binding upon the successors, assigns, heirs, executors
and administrators of the parties hereto.

6. Severability. The provisions of this Agreement are severable and the invalidity or unenforceability of any provision will not affect the validity or
enforceability of the other provisions of this Agreement. If any provision of this Agreement, or the application of that



provision to any Person or any circumstance, is invalid or unenforceable, (a) a suitable and equitable provision will be substituted for that provision in order to
carry out, so far as may be valid and enforceable, the intent and purpose of the invalid or unenforceable provision and (b) the remainder of this Agreement and the
application of that provision to other persons or circumstances will not be affected by such invalidity or unenforceability, nor will such invalidity or
unenforceability affect the validity or enforceability of that provision, or the application of that provision, in any other jurisdiction.

7. Successors and Assigns. Except as otherwise expressly provided herein, the provisions hereof shall inure to the benefit of, and be binding upon, the
Company’s and each Investor’s successors, assigns and transferees, including, without limitation and without the need for an express assignment, subsequent
holders of Registrable Securities. If any assignee or transferee of any Investor shall acquire Registrable Securities in any manner, whether by operation of law or
otherwise, such Registrable Securities shall be held subject to all of the terms of this Agreement, and by taking and holding such Registrable Securities such
person shall be deemed to have agreed to be bound by and to perform all of the terms and provisions of this Agreement and such person shall be entitled to
receive the benefits hereof.

8. Notices, etc. All notices and other communications required or permitted hereunder shall be in writing and shall be mailed by registered or certified
mail, postage prepaid, or otherwise delivered by facsimile transmission, by hand or by messenger, addressed:

(a) Stockholder. If to an Investor, at such Investor’s address as set forth in either Exhibit A, or at such other address as such Investor shall have
furnished to the Company.

(b) Company. If to the Company, to:

Arrowhead Research Corporation
1118 East Green Street,
Pasadena, CA 91106;

Attention: President;

Facsimile number 626-792-5554

or at such other address as the Company shall have furnished to the Stockholders.

Each such notice or other communication shall for all purposes of this Agreement be treated as effective or having been given when delivered if delivered
personally, if sent by facsimile, the first business day after the date of confirmation that the facsimile has been successfully transmitted to the facsimile number for
the party notified, or, if sent by mail, at the earlier of its receipt or 72 hours after the same has been deposited in a regularly maintained receptacle for the deposit
of the United States mail, addressed and mailed as aforesaid.

9. Counterparts. This Agreement may be executed in any number of counterparts, each of which shall be an original and all of which together shall
constitute one instrument.

10. Specific Performance. The parties hereto specifically acknowledge that monetary damages are not an adequate remedy for violations of this
Agreement, and that any party hereto may, in its sole discretion, apply to a court of competent jurisdiction for specific



performance or injunctive or such other relief as such court may deem just and proper in order to enforce this Agreement or prevent any violation hereof and, to
the extent permitted by applicable law and to the extent the party seeking such relief would be entitled to the merits to obtain such relief, each party waives any
objection to the imposition of such relief.

11. Designation of Forum and Consent to Jurisdiction. The parties hereto (i) designate the courts of the State of Delaware as the forum where all matters
pertaining to this Agreement may be adjudicated, and (ii) by the foregoing designation, consent to the exclusive jurisdiction and venue of such courts for the
purpose of adjudicating all matters pertaining to this Agreement.

12. Stock Split. All references to numbers of shares in this Agreement shall be appropriately adjusted to reflect any stock dividend, split, combination or
other recapitalization of shares by the Company occurring after the date of this Agreement.

[Signatures Next Page]



IN WITNESS WHEREOF, the parties hereto have executed this Stockholders’ Agreement as of the date first set forth above.

ARROWHEAD RESEARCH CORPORATION

By:

Dr. Leon Ekchian
President

PURCHASER

By:

S-12
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Exhibit 99.1

= PRESS RELEASE

F—— Jan. 13, 2006

- 7 AM EST
Arrowhead Research
CORPORATION —

Arrowhead Announces $19.6 Million Investment by
York Capital Management and Knott Partners

PASADENA, Calif. — Jan. 13, 2006 — Arrowhead Research Corporation, (NASDAQ: ARWR) a diversified nanotechnology company, today announced a
definitive agreement to sell 5,590,000 shares of restricted common stock to York Capital Management and Knott Partners, LP. This infusion of capital is expected
to accelerate Arrowhead’s growth and strengthen its strategic position within the emerging field of nanotechnology.

“We think Arrowhead’s innovative and scalable business model will position it well in this growth industry. We are delighted to partner with Bruce, Leon and the
Arrowhead team, helping them to accelerate their plans for investment and growth,” stated Alexander Klabin, Senior Vice President of York Capital. John
Schneller of Knott Partners, an existing shareholder, added, “We are excited to increase our ownership position to approximately 12.50% from 9.50% in this
promising emerging growth company.”

“We are extremely pleased to partner with well-established institutions of this caliber,” stated Leon Ekchian, President of Arrowhead. “This capital infusion
enables Arrowhead to expand its existing subsidiaries and make additional strategic investments and acquisitions, as appropriate.”

Under the terms of the deal, York will purchase 4,161,429 shares of restricted common stock and Knott will purchase 1,428,571 shares of restricted common
stock at $3.50 per share. Additionally, York and Knott will receive, in the aggregate, warrants to purchase an additional 1,397,500 shares of restricted common
stock at $5.04 per share. The agreement is subject to final approval of the listing of the shares by NASDAQ.

About Arrowhead Research Corporation

Arrowhead Research Corporation (www.arrowheadresearch.com) is a diversified nanotechnology company structured to commercialize products expected to
have revolutionary impacts on a variety of industries, including materials, electronics, life sciences, and energy.

There are three strategic components to Arrowhead’s business model:

*  Outsourced R&D Program: Arrowhead identifies patented or patent-pending technologies at universities or government labs and funds additional
development of those technologies in exchange for exclusive rights to commercialize the resulting prototypes. Leveraging the resources and
infrastructure of these institutions provides Arrowhead with a highly cost-effective development pipeline. Currently, Arrowhead is supporting efforts in
nanosensors, stem cell technology, and interconnects for integrated circuits at the California Institute of Technology, Stanford University, and Duke
University.

+ Commercialization Program: After prototypes have been sufficiently developed in the laboratories, Arrowhead forms or acquires majority-owned
subsidiaries to commercialize the technology and provides the subsidiaries with strategic, managerial, and operational



support. At present, Arrowhead owns majority interest in subsidiaries commercializing diverse technologies, including anti-cancer drugs, RNAi
therapeutics, compound semiconductor materials and carbon nanotube technologies.

+  The Patent Toolbox: Arrowhead has acquired or exclusively licensed patents and patent applications covering a broad range of nanotechnology. The
Company is actively seeking to add to this intellectual property portfolio.

Safe Harbor Statement under the Private Securities Litigation Reform Act of 1995:

This news release contains forward-looking statements within the meaning of the “safe harbor” provisions of the Private Securities Litigation Reform Act of
1995. These statements are based upon our current expectations and speak only as of the date hereof. Our actual results may differ materially and adversely from
those expressed in any forward-looking statements as a result of various factors and uncertainties, including the recent economic slowdown dffecting technology
companies, the future success of our scientific studies, our ability to successfully develop products, rapid technological change in our markets, changes in
demand for our future products, legislative, regulatory and competitive developments and general economic conditions. Our Annual Report on Form 10-K and
10-K/A, recent and forthcoming Quarterly Reports on Form 10-Q and 10-Q/A, recent Current Reports on Forms 8-K and 8-K/A, our Registration Statement on
Form S-3, and other SEC filings discuss some of the important risk factors that may affect our business, results of operations and financial condition. We
undertake no obligation to revise or update publicly any forward-looking statements for any reason.

Contact

Virginia E. Dadey
Telephone: 212-541-3707
Email:vdadey@arrowres.com



