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Company Alert Compound, XERECEPT® Rights for
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2005

NTII announced today the signing of a definitive agreement with a
subsidiary of Celtic Pharma Holdings L.P. for the sale of rights in
XERECEPT®, a synthetic preparation of the natural human peptide,
Corticotropin-Releasing Factor, which is in Phase Il clinical trials as a
treatment for swelling associated with brain tumors (peritumoral edema).
Under the terms of the agreement, NTIl will receive $33 million in
upfront payments, of which, $20 million will be paid upon closing.
NTII may receive up to an additional $15 million upon the
achievement of certain regulatory objectives. NTIl is also eligible to
receive profit-sharing payments on sales of XERECEPT® in the
United States, if the product receives regulatory approval, and
royalties on any sales elsewhere in the world. Celtic Pharma’s
subsidiary will assume responsibility for product development and pay all
product development expenses. NTII will provide services relating to the
current clinical trials of XERECEPT®. Celtic expects the transaction to
close on 9/30/05.

Mid-Quarter
Update NTII developed XERECEPT®, as a synthetic preparation of the

natural human peptide Corticotropin-Releasing Factor (CRF), for
reduction of cerebral edema associated with brain cancer
(peritumoral brain edema). In April 1998, XERECEPT® received
orphan drug designation from the FDA for peritumoral brain edema.
Orphan drug designation provides the first product approved for a given
indication with seven years market exclusivity and makes the recipient
eligible to receive Orphan Drug Grants to fund clinical research. NTII
has completed animal toxicology studies for XERECEPT®, and, in April
2004, NTII began enrollment in one of two pivotal clinical trials for
XERECEPT®, which has a target enrollment of 200 patients. A third
long-term safety trial is ongoing and offers an extended use option for
patients already enrolled in either clinical trial.

XERECEPT® could be as effective as dexamenthasone but with
reduced side effects. For FDA approval, Celtic Pharma will not
need to prove that XERECEPT® is more effective than
dexamenthasone (it does not expect that it will), but it has fewer
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We are increasing our FY06 price target from $5.25-$6.00 to
$6.50-$7.00. We are basing this price target on the continuous revenue

. stream from Namenda sales, the expected initiation of patient enrollment
glizilstfsruer?ai tg:clt?;?]ortant for the Phase Ill trial for Viprinex™, the expected FRX/Merz decision on
At the end of this review a potential Phase IlI trial for Diabetic Neuropathy, the new
XERECEPT® deal and the recent $10 m credit facility.
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Price (as of 9/19/05) $3.32
September 20,
2005
New FYO06 Price Target $6.50-$7.00
52 — Week Range $2.71-$5.05
Market Capitalization (9/19/05) $89.81 m
Mid-Quarter
Shares Outstandin 27.08 m
Update g
Institutional Holdings 24.8%
Insider Holdings 16.8%
Avg. Daily Volume (3 mo.) 39,527
e Cash (6/30/05) $8.54 m
617.236.6396
hwm@scimitarequity.com
LT Debt (6/30/05) 0
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Fiscal Year Results for 2004

Highlighting the CEO’s assessment of the agreement

Paul E. Freiman, president and CEO of NTII said, "We believe that this is an
exciting opportunity for a product candidate that we have worked diligently to
bring to this stage of clinical development. If the ongoing trials are
successful, brain cancer patients around the world will have access to a
useful product in reducing the debilitating swelling around their tumors. Celtic
provides both an attractive financial vehicle and an experienced
pharmaceutical management team to realize the global potential of
XERECEPT®. From a financial standpoint, | expect that the upfront
payments will offset the costs of our complete Viprinex™ Phase 11l clinical
program for ischemic stroke. Subsequent payments, dependent on approval,
plus profit sharing and royalty payments will provide NTII with an opportunity
to maintain a financial interest in the success of XERECEPT® on an ongoing
basis. Upon closing, NTII will be in a stronger financial position to support its
programs while having its burn rate reduced. This will also provide us with an
opportunity to continue to expand our pipeline.”

FY 2006 Prospects and accomplishments

Improved progress in the XERECEPT® Phase I trials

Initiation of enrollment in Phase lll trial for Viprinex™

FRX/Merz (Sept) decision on potential Phase Il trial for Diabetic

Neuropathy

4. Expanded liquidity of NTIl on a Non-Dilutive basis by the recent
$10 m credit facility, the $33 m deal structure and a favorable royalty
structure

5. Cutin the expense of clinical trials which we estimate to be $4-5 m

which will now be assumed by Celtic Pharma. Celtic Pharma will

pick up further clinical development costs and responsibilities,

although Neurobiological Technologies (will) provide support for the

studies. NTII had invested $24 million in the drug.
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Investment Thesis

NTII, a late stage development company, is undervalued and we expect for
some of this undervaluation to disappear over the next few months, and
clarity from clinical outcomes over the next year should aid toward a fair
market valuation. Viprinex™ acquired fast track status from the FDA,
which allows NTII to meet with the agency in an open door fashion. If
Viprinex™ is approved; NTIl would likely become a mid-cap stock.
Approximately 560,000 people suffer from ischemic stroke annually.
Potentially, 20-25% of the population that suffers from ischemic stroke could
receive Viprinex™, if it is FDA approved and found effective. tPA, the
current therapy for ischemic stroke, currently costs $2,000 an injection and
has only a three hour window. If 125,000 people received only one injection
of Viprinex™, assuming a cost of $2,000, then that would mean annual sales
of $250 m (conservative estimate). Viprinex™ has the potential to be a
blockbuster drug that, if FDA approved, could easily find a marketing
partner.
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Company Description

NTII was founded in 1988 and went public in February 1994. NTII is now (8/15/05)
located in Emeryville, California (formerly Richmond, CA) employing twenty-five
full-time employees. The new phone number is 1.510.595.6000 and the fax is
1.510.595.6006. In 1995, NTIl acquired commercial rights to Memantine, an orally
available neuroprotective agent that acts to modulate the N-methyl-D-aspartate
("NMDA") receptor in the central nervous system. NTII licensed the rights to
Memantine to development partners, but retained royalty rights from the sale of
Memantine (Namenda). In April 1998, NTII entered into a strategic research and
marketing alliance with Merz to further the development and commercialization of
Memantine. Merz has marketed Memantine in Germany since 1989 with the labeling
"dementia syndrome.” Memantine received European marketing approval in May
2002 for the treatment of moderate to severe Alzheimer’s disease. In June 2000,
Merz + Co. entered into an agreement with Forest Laboratories, Inc. for the
development and marketing of Memantine in the United States for the treatment of
Alzheimer’s disease, Neuropathic pain, and AlIDS-related dementia. In August 2000,
Merz + Co. entered in an agreement granting H. Lundbeck A/S exclusive rights to
market Memantine in certain European markets and in Canada, Australia and South
Africa and semi-exclusive rights to co-market Memantine with Merz + Co. in other
markets worldwide excluding the United States. Lundbeck’s strategic partner, Forest
Laboratories, Inc., holds the right to the U.S. market for Memantine. Forest
Laboratories, the U.S. marketer, filed a New Drug Application with the FDA which was
approved in September 2003 for the use of Memantine in the treatment of Alzheimer's
disease. In Japan, Memantine is under development by Merz’s collaborative partner
Suntory/Dai-Ichi Ltd.

NTII's Memantine has demonstrated positive results in treating patients
suffering from painful diabetic neuropathy. The Neuropathic pain of diabetes is a
chronic disorder that affects an estimated 16 million Americans. One of its most
common complications is nerve damage, particularly damage to peripheral nerves that
send sensory signals from the extremities to the central nervous system, or CNS.

This condition, referred to as peripheral diabetic neuropathy, or PDN, is a large, unmet
medical need. This condition most frequently damages nerves in the feet, making
walking or standing painful and difficult. We estimate that approximately 800,000
patients in the US currently receives treatment for the symptoms of PDN, including
severe, chronic pain known as Neuropathic pain (persistent pain in the absence of an
obvious stimulus).

Viprinex™ (Fast track status granted by FDA 1/28/2005), the recent NTII PllI
compound acquisition, is a thrombin-like enzyme that is highly specific to
fibrinogen. A U.S. Phase lll clinical study was completed in 1998 to evaluate
the safety and efficacy of Viprinex™ in 500 patients. In this study, Viprinex™
was shown to be effective in preserving neurological function in this patient
population. A separate Phase Ill study was completed in Europe in 2000, enrolling
patients within six hours of onset of acute ischemic stroke. The trial was stopped after
a planned interim analysis indicated lack of efficacy and increased incidence of
intracranial hemorrhage. The higher dosing levels in the European trial and the
protocol criteria are thought to have contributed to the trial's failure. A review of the
positive U.S. findings versus the European findings has suggested the need for a
revised Viprinex™ dosing strategy, which will be integrated into the new Phase Il
study.

Neurobiological Technologies Inc.'s Corporate Governance Quotient (CGQ®)
as of 1-Sep-05 is better than 70.4% of CGQ Universe companies and 44.6%
of Pharmaceuticals & Biotechnology companies (Institutional Shareholder Services).
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Please Read these Important Disclosures!

Reg. AC, Analyst Certification

I, Henry W. McCusker, hereby certify that all the views expressed in this review, accurately reflect my personal views about the
subject Company or companies and its or their securities. No part of my compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views contained in this review.

httg://www.scimitareguitx.com/contemldisclosure/disclosure.'sg

Compensation for Products and Services
Scimitar makes publicly available an excel format statement of yearly payments by covered companies.

http://www.scimitarequity.com/content/disclosure/compensation-disclosure.jsp
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Regulatory Disclosure
Scimitar Equity Research, Inc. (Scimitar) is an equity research firm providing unbiased and insightful analysis for under-followed and
small capitalization health science companies. Scimitar is a publisher of research utilizing the “sponsored” or “paid-for” research
compensation model to increase visibility and access for these sector specific companies. Scimitar “clearly and prominently”
articulates a statement of financial sponsorship and has a compensation arrangement for this mid-quarter update ($3,000). Scimitar
provides qualitative scientific and financial analyses to identify those companies demonstrating real progress towards their vision
while meeting quarterly expectations Scimitar delivers this research and analysis of selected segments within the health/life science
industry via the world-wide web and our proprietary database to the institutional, advisory and retail investment communities. To
maximize transparency in analyst certification, we are required to disclose any potential conflicts of interest thus insuring
independence. We do not accept payment of any fees in company stock or any form of security.
http://www.scimitarequity.com/content/disclosure/requlatory-disclosure.jsp
i —— e — ——

Company Specific Risk Disclosure

The specific risks for those companies covered by Scimitar Equity Research, Inc. (Scimitar) may be greater than the general risks involved
with common stock. The majority of the companies covered by Scimitar are development stage companies that are not profitable, and may
not be profitable in the foreseeable future. The majority of the companies we cover rely heavily on equity financing to fund their continuing
operation. If one or more of these companies is/are unable to sell equity to fund its operations, then that/those particular company/ies may
become insolvent. The futures of these companies are reliant on approval of their drugs/diagnostics by the FDA. Also, if clinical and
regulatory approvals are granted for one of the company’s products, then that does not necessarily guarantee revenue. The companies are
subject to manufacturing and regulatory risks as well. These risks could adversely affect future earnings of each company. The
shareholders of each company are reliant on the board of directors and management to objectively manage the company in a manner that
maximizes shareholder value. The board of directors and management of a particular company may have different objectives or lack
competency to reach the shareholders’ goals. A misalignment of corporate governance would put that particular company at financial risk.
These companies are dependent on key employees and are reliant on current management to run each company. If there is a sudden
change of management for any number of reasons, it could affect the future performance of the company. The ability to hire skilled workers
and retain them is necessary for each company’s success. There is no guarantee that certain patents and trademarks that a particular
company claims to will be upheld in the United States or abroad. These intellectual properties, patents and trademarks may be infringed by
other companies without financial recourse to a particular company. The company/ies may also be sued by other companies or individuals
for patent/trademark infringement, clinical/manufacturing faults, or for any number of legal/contractual reasons. Development stage
companies face several competitors in the biotechnology/diagnostics/devices field that may have greater access to capital, clinical
expertise, and marketing expertise. Their competitors may have better products, manufacturing capabilities and reach FDA approval with a
similar product before these companies. Increased competition in these fields may adversely affect a particular company’s stock price.
Many companies covered by Scimitar are classified as “penny stocks” and the price of these companies’ stocks may move substantially on
little volume. Because each company is a penny stock, the companies are subject to increased market price volatility and risk. These
companies have an increased degree of volatility relative to the overall market. Risk-averse investors, and all other investors, should be
aware of the risks associated with these companies and read all 10-K’s and 10-Q’s before considering any investment. Investors are
expected to be knowledgeable and competent of these risks themselves, or otherwise, speak to their investment advisors before
purchasing any securities in the market. Scimitar does not accept any liability for whatever actions an investor takes on their own, or with
the advice of their investment advisor after reading Scimitar’s research reports.

httg://www.scimitareguitv.com/content/disclosure/comgan¥—sgecific-disclosure.'sg

Legal Disclaimer
The information, opinions, scientific data, quantitative and qualitative statements contained in these reviews have been obtained from
research, trade and statistical services as well as other sources believed to be reliable. The information, opinions, or
recommendations contained in these reviews are submitted solely for advisory and informational purposes. Scimitar’s opinions and
estimates reflect current judgment; they are neither all-inclusive nor can they be guaranteed to be complete or accurate. The
opinions expressed are our current opinions as of the date appearing on the review only. Our analysis is subject to possible change
without notice. This research contains forward looking statements, which involve risk and uncertainty. The reviews are not a
complete analysis of every material fact regarding this company, industry, or security. The information in these reviews are not
intended to be used as the primary basis of investment decisions, and because of individual or investment objectives it should not be
construed as advice designated to meet the particular investment needs of any investor. Investors are expected to take full
responsibility for any and all of their investment decisions. Investors must make investment decisions based on their evaluation of
their own investment goals, risk tolerance, and financial condition. Scimitar Equity Research, Inc., our officers, our advisors, and our
partners accept no liability whatsoever for any direct or consequential losses arising from any use of the information obtained on or
through our web site. The information in these company reviews is not a representation or warranty and is not a solicitation of any
offer to buy or sell this security.
http://www.scimitarequity.com/content/disclosure/legal-disclaimer.jsp
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Please Read these Important Disclosures! (continued)

Research Dissemination

The information presented on our web site is provided only as an aid for informing those who make their own investment decisions and are

not to be used or considered as an offer to sell or solicitation of an offer to buy any financial products. Clients may also receive our research
via Thomson Financial: FirstCall- Investext. Security laws of these resident countries vary significantly. This site is intended to be accessed

by residents of the United States and by residents of other jurisdictions only where permitted by law.

httg://www.scimitareguit¥.com/coment/disclosure/research—dissemination.'sg

Rating Definitions

Informational: It has been our practice to generate an informational company review when we initiate coverage. A "Buy" ranking could

accompany a price target but these company reviews generally entail that additional information is needed to determine or clarify the

companies approach to the growth opportunity.

Buy: Stocks ranked "Buy" are those stocks Scimitar recommend actively buying. These are stocks that are demonstrating their vision while

meeting expectation and should appreciate at least 10% over the next 6 months.

Hold: Stocks ranked "Hold" are those stocks Scimitar would continue to hold in a portfolio. These are stocks that are making progress

strategically and operationally but are not expected to demonstrate significant appreciation in the next 6 months.

Sell: Stocks ranked "Sell" are those Scimitar would sell; these are stocks that appear not to be able to fulfill or deliver on their disclosed

milestones and are expected to depreciate at least 10% over the next 6 months.

Termination (of coverage): In the event an analyst's coverage is terminated, there is a requirement that firms notify investors when

coverage is dropped. This notice must include a final ranking or recommendation. The rule specifically calls for notice to be made in the

same manner as in research coverage was first initiated.
http://www.scimitarequity.com/content/disclosure/distribution-rankings.ijsp
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Valuation Methodology

Projecting the future valuation of companies and their innovative technology is at best an “inexact science” and needs to be understood in
terms of its intent and vulnerabilities. Scimitar accepts its responsibility to research and prudently perform analysis while incorporating due
diligence. The value of science or technology platform, product development cycles, regulatory timelines and filings, collaboration partners,
management team and ultimately market initiatives should not be quantitatively modeled too early. Projecting “true” value...
ﬂ://www.scimitarequitv.com/content/disclosure/valuation—methodoloqv.isp
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Privacy Policy
Scimitar is committed to respecting the rights of those individuals viewing or utilizing this website, and the protection of any information that
might be collected or that which you as a subscriber may choose to share.

httg://www.scimitareguit¥.com/content/disclosure/grivac¥.'sg

Obtaining Current Disclosures

http://scimitarequity.virtual.vps-host.net/content/disclosure/disclosure.jsp

Applicable current disclosures can be downloaded from our website, by calling the telephone number listed below, or by writing to the
address listed below:

Scimitar Equity Research, Inc.

216 Commonwealth Ave.

Boston MA, 02116

617.236.6396

info@scimitarequity.com

WwWw.Sscimitarequity.com
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