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Item 5. Other Events

Effective as of December 1, 1998, the conversion price applicable to
the Series B Convertible Preferred Stock, par value $.001 per share (the "Series
B Preferred Stock"), of Discovery Laboratories, Inc. (the "Company") will be
adjusted in accordance with its terms from $6.4242 to $3.2121 (the "Reset").
Accordingly, after giving effect to the Reset, each full share of Series B
Preferred Stock shall be convertible at the option of the holder thereof into
3.11 shares of Common Stock, par value $.001 per share, of the Company ("Common
Stock").

As of November 30, 1998, there were approximately 4,420,208 shares
of Common Stock and approximately 2,133,630 shares of Series B Preferred Stock
outstanding. The effect of the Reset is to increase the number of shares of
Common Stock issuable upon conversion of all of the presently outstanding Series
B Preferred Stock by approximately 3,321,208 shares. Accordingly, giving effect
to the Reset, there are approximately 13,729,330 shares of Common Stock
outstanding on a fully diluted basis (exclusive of the Company's Class A
Warrants, Class B Warrants and Unit Purchase Options).
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