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Oxford BioMedica in brnef

Oxford BioMedica 1s one of the leading compares in gene therapy
and immunotherapy wath a platform of exclusive and pioneenng
technologtes to design and develop unique gene-based medicines
Our pipeline addresses diseases for which there 1s currently

no treatment or that are nadequately treated today including
cancer neuro-degenerative and ocular diseases and our product
candwdates have the potental to transform treatment landscapes
Through our in-house development programmes and our
collaborations with leading industry partners, our goal 1s to 1mprove
the hives of patients with debwitating and life-threaterung diseases

Qur core technology platforms are

LentiVector® platform

Our propnetary gene delvery system, called the LentiVector®
platform technology was mvented through pioneernng work
wmhally at Oxford University and then through in-house
development The LenttVector® platform 1s based on lentiviral-
denved vectors wiich can deliver a sigrificant amount of genetic
information into cells safely and very efiiciently The LentiVector®
platform technology utilises "stnpped-down” versions of
lentiviruses Technology ughtights include

— Long-lasting dehvery of genetic matenal mto target cells
—~ No toxicity or adverse Immune reaction

— Integration of genes into non-dwviding cells
{e g neurons in the brain, retinal cells in the eye)

— Large capacity for multiple therapeutic genes
leg three genes in ProSavin®}

Oxford BioMedica s pre-clinical and cliical studies suggest that
a sngle administration of 1its LentiVector® platform preducts can
provide long-term sustained or permanent gene expression

5T4 tumour antigen platform

The 5T4 antigen was discovered by scientists at Cancer Research
UK, a founding shareholder of Oxford BioMedica in 1996 who
granted us exclusive nghts tots intellectual property relating to
the 5T4 antigen and antibody The 5T4 tumour antigen 1s a unigue
proten found on rmost common types of sohd cancer including
prostate colorectal ovanan, breast renal and non-small cell lung
cancer It s potentially a valuable target for novel anti-cancer
nterventions given

— Restncted expression In normal tissues

- High prevalence on the surface of both pnmary
and metastatic cancerous cells

The market opportunuty for the 5T4 platform technolegy
15 therefore significant

Our massion

1s to build a top-tier profitable tiopharmaceutical company
founded on the successful development and commerciaiisation
of novel gene-based medicines
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The novel treatments and medicines
we are developing target high unmet
needs, addressing chronic and inherted
diseases. They have the potential to
transform treatment prospects, thus
improving the quality and duration

of life for patients with debilitating

and life-threatening diseases.

Reducing the social care burden

With the potential of a single administration
providing long-term therapeutic benefit our
LentiVector® platform products could sigmficantly
reduce the social care burden associated with
neuro-degenerative or ocular diseases

We are well-positioned to maximise
the potential of our proprietary
technologies through in-house
development, collaborations and
licensing. In doing so, we aim to retain
long-term value from the successful
development and commercialisation
of our innovative product candidates.

‘Big Pharma’ needs robust pipelines

The fundamentals of the pharmaceutical industry
model are undergowng sigruficant change which

we believe represents an oppertunaty for nnovators
such as Oxford BioMedica
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Product Pipeline

Our progress to date

Platform Product (partner/funding)
LentiVector® ProSavin®
LentiVector® technology 15 one Gene-based treatment for Parkinsons disease winch converts cells
of the most advanced gene delivery | and replaces patents lost source of dopamine
systems currently available It has
specific advantages \n certain
neurological and ocular disorders RetinoStat® (Sanof)
and could achieve permanent G based treat p lar “wet” _related 1
therapeutic benefit ene-based treatment for necvascular “wet” age-related macular
degeneration {AMD} which aims to preserve and improve the vision
of patients
StarGen™ (Sanof}
Gene-based treatment for Stargardt disease which delivers a corrected
version of the ABCR gene to address wvision loss
UshStat® (Sanof)
Gene-based treatment for the treatment of Usher syndrome type 1B
The disease leads to progressive retinitis pigmentosa combined wath
a congenuital heanng defect
EncorStat® (Sanoh)
Gene-based treatment for the prevention of comeal graft rejection
Comneal grafing anses from a need to remove and replace pathology
ansing in the comea causing clouding
Glaucoma-GT (Mayo Chruc USA)
Gene-based treatment for chroruc glaucoma which auns to
provide long-term control of intraocular pressure to minimise
the nsk of vision loss
MoNuDin® (UK Motor Neurone Disease Associaticn}
Gene-hased treatment for the progressive usually fatal motor neuron
disease used to prevent further degeneration of the motor neurons
and potentally restore motor function
5T4 Tumour Antigen TroVax®
The 5T4 tumour antigen 1s A therapeutic vaccine that shmulates the immune systemn to destroy
a unique protein found on most cancerous cells expressing the 5T4 tumour antigen which 1s present
common types of solid cancer on most sohd tumours
which makes it a potentially
valuable target for novel Anti-5T4 antibody (Phzer)
anti-cancerinterventions Anti-cancer agent calicheamucin binds to the 5T4 antigen on the surface of
cancerous cells The complex s then intemahsed by the tumour cell and the
calichearmicin 1s released from the antibody killing the cancerous cell

|Pr1meBoost H1-8® MEL
| GDEPT* Metxia®
| Anti Angiogenesis EndoAngio-GT

1 Gene directed enzyme prodrug therapy
* Announced in Apnl 2012
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Indication

Parkinsons disease

“Wet” age-related macular degeneration

Stargardt disease

Usher syndrome type 1B

Cormeal graft rejection

Chronic glaucoma

Motor neurcn disease

Prostate cancer

Cancer

Melanoma |

Pancreatic cancer |

Cancer l
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Stage of development

Phase [/1l tnal completed

Phase [ tnal angoing

Phase I/lla tnal ongoing

Phase I/lla tnal ongoing

Phase I tnal preparation

Pre-clirucal

Research

Phase Il tnal ongoing

Pre-clirncal

Phase lia tnal completed
Phase /11 tnals completed

Research




Chairman’'s Message

Operationally, 2011 was a successful
year for Oxford BiroMedica resulting
in substantial growth across the
Company’s cintcal portfolio, the
strategic investment 1n propnetary
manufacturmg, multiple regulatory
approvals and new industry
collaborations However, we are
acutely aware that securing a
commercial partner for ProSavin®
has taken longer than anticipated
We have clear strategic pnonties
ahead and, with muttiple imitiatives
ongoing. remain committed

to secunng a strong future for

the Company

Mick Rodgers
Chaimen

Tough econormc environment

The complexty of today s global economuc environment has affected all
industnes not just the pharmaceutical and biotechnology sector Cautious
mvestors are steenng clear of equuty markets and non-profitable, “binary-nsk”
biotechnology companies no longer dormanate the UX healthcare & lfe
sciences sector However the fundamentals of the pharmaceutical industry
model are undergoing signthcant change which we beheve represerts

an opportumty for innovators such as Oxford BioMedica

Successful pharma-biotech alhances are essental

The pharmaceutical cormpanies best equipped te deal with the challenges
ahead are those with robust pipelines capable of offsetung the impact from
expinng patents and cuts in R&D Consohidation and alhances will continue

to transform the market as companies adapt to changing condittons wathun
the industry Oxford BioMedica has mnovative technology platforms a dwerse
product portfolio and world-class mdustry collaborahons with partners such
as Sanofl and Phzer With one of the broadest patent estates in our chosen
fields, we are well-positioned to leverage the value of our products and
mtellectuat property through strategic partnerships

Strong management team

Under the leadership of John Dawson, Chief Executive Officer, Oxford
BioMedica has evolved from being a research-dnven orgarusation mto

a more commercially-focused company The management team has the
breadth and depth of expertise necessary to manage the Company in today s
ernvironment inctuding R&ED chinucal development requlatory, intellectual
property management, manufactunng business development due dikgence
and finance With development risk now spread across the broadest

clirucal portfolo to date the management team has strategically focused

on key therapeutic areas of interest such as neuroscience ocutar disease
and oncology

Board changes

In May 2011 Dr Alan Kingsman left the Board of Oxford BioMedica and

[ stepped up from Deputy Chairman to become Chairman | would like

to express my sincere thanks to Alan for his invaluable contnbution o the
Company Dr Alex Lewas was also appointed Dwrector of Corporate Activities
and Strategy in May 2011 and as a result stepped down from the Board
Andrew Wood stepped down as Chief Financial Officer n February 2012
having made a substantial contnbution te the Company since its [PO

In 1996 We wash Andrew all the best for the future and welcome Tim Watts
who has been appomnted to the Board as Chief Financial Officer and
Company Secretary

Strategy commtment

Oxford BioMedica has clear strategic pnonties ahead to secure corporate
and commercial success The Company's growth and success will not

only come from cormmercial partnerships but also future corporate activity
The Board 1s continuously momtonng expenditure and, having recently
reduced the Compariy s cost base Oxford BioMedica has tight fiscal controls
in place As wath all iotechnology companies we continue to review our
optons in terms of how hest to inance the Company to allow us to achieve
our strategic aims

In conclusion

The operational achhevernents i 2011 are a result of the sheer hard

work and dedication of our staff, so | would like to thank everyone for thewr
commutment over the past year 1 would also like to thank our partners and
shareholders for thetr long-term support particularly given the volatile nature
of the global iotechnology sector We have challenges ahead however

with increasingly valuable assets I remain confident that the management
team will continue to make progress towards a strong future

Nick Rodgers
Chatrman
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Management Team
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01 John Dawson

Chiet Executive Qfficer

John Dawson jomned Oxford
BioMedicas Board as a non-executive
Drector in August 2008 and was
appomnted Chief Executive Officer on
13 October 2008 From 1996 to 2007
Mr Dawson held sermor management
posiions m the European operattons
of Cephalon Inc where he led many
of the deals that built the European
business to over 1000 people taking
the business from having no sales in
1998 to revenue of several hundred
milhon US dollars

Team expertise
— Leadership and strategy

- Business development

02 Tim Watts

Chuef Financial Officer

Tirn Watts was appomted to the
Board as Chief Fimancial Officer

and Company Secretary in February
2012 Hes a chartered accountant
with over 30 years expenence in
leading multi-national and entrep-
reneunal businesses Pnor to joirming
Oxford BiloMedica Mr Watts held
senor finance positions at 1C1
AstraZeneca and Archimedes Pharma
Mr Watts has a proven track record
in the industry ncluding managing
corporate transactions MEA

actmty fundraising and strateqic
implermentation

Team expertise
— Fimancial management

— Strategic implementaticn

&5

03 Dr Stuart Naylor

Chief Scientific Officer

Dr Stuart Naylor joined Oxford
BioMedica in 1997 and was
appointed to the Board in July 2008
He established an intemationat
reputation at two world class cancer
mstitutes the Impenal Cancer
Research Fund and the Institute

of Cancer Research Dr Naylors
career has covered many aspects

of tumour biology from us
molecular basis to the clirie

Team expertise
— Technical and regulatory acumen

— Alhance management

04 Peter Nolan

X ve Direct 101 Vi
Pr rel velo!
Peter Nolan was appointed to
Oxford BloMedicas Board in May
2002 hawving been a senior member
of the Company since its foundation
He 1s also a Dwrector of the UK
Biolndustry Assoclation and 1s
a past Chaimman of the Oxfordshire
Bioscience Network Pnor to joiming
Oxford BioMedica Mr Nolan served
as Head of the Bictechnology Urat
at the UK Department of Trade
& Industry for exght years

Team expertise
— Infout-icensing collaborahons
and legal 1ssues

— Intellectual property strategy
and management



Progress at a Glance

Our strategy for success

Strategic objectives

Manage nsks and resources

Realising the value of pioneenng innovation within
the field of biotechnology comes wath inherent

nsk Qur strategy 1s to mitigate both techrucal and
financial nsk through partnerships that bnng the
clirucal, regulatory and commerciahsation capabiities
required to maxamuse the market potential of our novet
treatments We take careful considerationn allocating
resources and remain focused on developing our core
products which we belheve have the ighest potential
inthe near-term

Until we reach sustanable profitability we continue

to stnke a balance between growing the Company
whulst also being carefut wath costs Dunng 2011

we reviewed the Company s business operatons to
implement a stronger emphasis on clinical development
and commeraiahsation Our aim 1s to ensure that

Oxford BioMedhca 1s an efficient focused and resiient
orgarusation With multipte opportunities ahead we
reman confident n our ability to bnng in future revenue
and continue to run the business in order to deliver

on our strateqy

Pursuing partners to help take
programmes forward

With one of the broadest patent estates in our chosen
fields we are well-positioned to leverage the value of

our products and inteltectual property through strategic
partnershaps We are actively pursiing muitiple partnenng
itatives with a pnmary focus on ProSavin® and

TroVax® For TroVax® in parhicular we are also explonng
collaborations through chimical networks which provide
sigruficant leverage for our investment With patence

and tenacity we believe that we can secure strong deals
wath the nght partners for our innovative products

As a biopharmaceutical company we continuously

aimn to enhance our assets to reinforce patent life
opturuse cost of goods and increase the commercial
opporturuty at all levels of development Dunng 2011

we improved elements for ProSavin® and TroVax® such
as climcal analyses regulatory pathways future tnal
design and manufactunng We are actively pursuing
multiple irahatves to secure further funding for our

core programmes and continue to evaluate development
strategies 1n hght of our Ainancal resources

Key achievemnents 2011
— £20 milhion fundraising compteted
on 10 January 2011

— 2011 review of business operations
to implement stronger emphasis on chimcal
development and commercialisation

~— Reduction in cost base

Key achievermnents 2011
— New LentiVector® platform collaboration
wnth Mayo Chirue  USA for chronic glaucoma

— Broadened partnership wath Pfizer to miclude
in vitro diagnostic use of 574 antibodies

— Collaboration wath ImagunAb to engineer a
5T4-based in vivo diagnostic imaging agent

Focus 2012

— Coentinue to stnke a balance between
growing the Company whilst also beng
careful with costs

— Ongomng review of how best to finance
the Company to allow us to achieve our
strateqic aims

Focus 2012

— Continue to seek to leverage the value
of our intellectual property through strategic
partnerships

— Actwely pursuing muttiple tiatives to secure
further funding for our core programmes
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Ensuring timely delivery
of pipeline

There 1s a sense of urgency m what we do and timely
delivery 1s a core component of Oxford BioMedicas
strategy As one of the leading comparnes in the field
of gene therapy and immunotherapy we work

closely with requlatory agencies to define appropnate

development pathways As with other biotechnology
companies in the sector forecasting product
development timehnes s parhicularly challenging

especially with our product candidates which are based

on ground-breaking science and have the potential
to offer new treatment paradigms We endeavour
to provide guidance on imelines based on our best
assumptions and are commutted to ensunng timely
delwvery of our goals and milestones

Seizing opportunity

Ondford BioMedica has evolved frorm being a research-
drniven organisation wnto a more commeraally-focused
company The management team has the breadth

and depth of expertise necessary to manage the
Company n today s environment and enables us to
respond quickly to market conditions and opporturuties
In February 2011 we acquired a UK manufactunng
faciity for £1 9 million which represents a fraction of
the cost of a new build This investment in our specialist
manufactunng processes will address one of the

main hurdles assoaated wath the rapid progression

of products through Phase Il Phase III and to market
and wmportantly also prowvides the opportunity for

us to become the LentiVector® platform supplier

of choiwce for current and future partners

In addition to organic growth we remain alert to
external opporturuties for strategic and well-concewved
corporate activity as a means to accelerate profitability

Key achuevements 2011
— Three new ocular Phase I/il chrecal
tnals underway

— Further positive ProSavin® data announced
throughout 2011

— Commussioning process of new
manufactunng facility complete and
on budget

Key achievements 2011
— Acquisition of UK manufactunng facility
mn February 2011

Focus 2012
- Ongoing focus on delivenng portfolio
and operational progress

Focus 2012

— Our growth and success will not only
come from commercial partnershups but
also future corporate actwty
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Chief Executive's
Review

Foltowing the £20 milhon
fundraising at the start of 2011,

we set ourselves multiple R&D and
commercial milestones for the year
Whth three IND approvals from

the US requlatory agencies withun
12 months, our ocular portfolio

15 progressing extremely well and
we have successfully commissioned
our new manufactunng facility
Whilst ProSavin® has produced

the most encouraging resulis to
date, we are taling an appropnately
prudent approach towards the
next key stage of development
With further product optimisation,
we will ensure the greatest chance
of success in randomused studies
With careful consideration
towards our financial resources,
we continue to evaluate the most
effective strateques to further
advance our products towards
commercialisation

John Dawson
Cluef Executive Officer

Oxtord BioMedica pic

Portfolio progress

The wrutation and development of three pioneenng Phase I/ ocular

gene therapy studies 1s not only a histonce mulestone for Oxford BioMedica,
but 13 also of great significance to the field of ophthalmology — particularly
in orphan indications such as Stargardt disease and Usher syndrome
ProSavin® continues to generate positive data in the current Phase [Al study
in Parkinsons disease and further product optinusation provides sigruficant
potential to increase benefit for patients and reduce the development nsk,
thus enhancing the commercial opporturuty Whailst recrutrment for our
TroVax® Phase II study in prostate cancer is challenging given the new
treatment landscape 1n the US the support and enthusiasm from the oncology
community 1s encouraging and we are pleased to be working wath mutuple
acadermic groups on the future development of this important asset
Alongside our core programmes the new collaborations with Mayo Cliruc
ImaginAb and our strengthened athance with Phzer further vahdate our
nnovative technology platforms

Propnetary manufacturing

The new manufactunng faciity 1s expected to deliver long-term cperational
and financial ethicienctes and will suppert our products through Phase 1
Phase IIl and to market It also provides the opporturity for us to become the
LentiVector® platform supplier of choice for our current and future partners
which could provide additional revenues The successful commisstoning of
the manufactunng facility 1s a significant achuevement for Oxford BioMedica
and the hard work continues in preparation to secure our MHRA icense

to support chirucal manufactunng and supply

Parmenng mitiative

Bullding the value of novel products takes time As a biopharmaceutical
company we continuously aim to enhance our assets to reinforce patent
protection, optirmuse cost of goods and increase the commercial opportunity
at all levels of development Whilst we cannot influence data, during 2011
we improved elements within our control for ProSavin® and TroVax® such as
clirical analyses regulatory pathways future tnal design and manufactuning
We are actively pursumg multiple ritiatives to secure further funding for

our core programmes and continue to evatuate development strateques

in hght of our financial resources

Financial management

Cur cash position at 31 December 2011 was £14 3 mullion and we have
sufficient inanaal resources to fund the business untl Q1 2013 Thus does

not take nto account potential milestone payments should Sanocf elect

to exercise tts options for the ocular products dunng 2012 nor does it

factor in potential revenue from partnenng deals However until we reach
sustainable profitability we continue tc stnke a balance between growing

the Company whilst also bemng careful with costs Dunng 2011 we reviewed
the Company s business operations to implement a stronger emphasis

on chinical development and commerciahisation QOur aim s to ensure that
Oxford BioMedica 1s an efficient focused and resilient orgarusation As a result,
management has reduced the Company s cost base 1mplemented a reduction
wn headcount of 16 staff and closed the US office in San Diego Caldorria

Outtook

As I have said before I beheve Oxford BioMedica has strong fundamentals

an exciing development pipehne and a commeraally-focused management
team Whlst secunng further funding for ProSavin® has taken longer than
expected, our achievermnents dunng 2011 demonstrate our ability to deliver
operational progress With multiple opportunities ahead we remamn conhdent
in our ability to bnng mn future revenue and continue to run the business

in order to dehver on our strategy

John Dawson
Chuef Executive Officer
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Looking Ahead

Our vision has atways been clear

To find new ways and weapons with
which we can fight debilitating and
hfe-threatening diseases It's no small
challenge

Qur hard work, determunation and
commutment dnves each gradual step
as we progress towards our goals




ProSavin® 1s one of the more
advanced of the prospective gene
therapy products in development
for Parlanson's and 1s unigque

I its aim to achueve dopamine
replacement The results whach
ProSavin® has generated to date
demonstrate its potential to make
a huge difference to those of us
hving wath ttus ternble condition
For 40 years, people with
Parlanson’s have struggled wath
the complexities and side-effects
of oral L-DOPA What we have
seen with ProSavin® indicates that,
at last, there might be an effective
and endunng altemative means
of re-asserting control over

the movement of your own

body People wath Parkinson's
everywhere should take heart

Tom Isasacs

President and Co-Founder of The Cure Pariansons
Trust and a person with Parnsons disease

Onxtord BioMedica pic Annual Report and Accounts 2011
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Oxtord BroMechca plc

Moving forward,
backed by experts

We are pnvileged to be working alongside key
opinion leaders, clinicians, academic institutions,
charitable organisations and industry specialists
within our chosen fields of development.

Examples

Parkinson’s disease

Results from the ongoing ProSavin®
Phase I/Il study are regularly reviewed
by an ndependent Data Monitonng
Commuttee (DMC} a mulbdisciplinary
panel with expertise \n Parkinsons
thsease and virology In December
201t Oxford BroMedhica reported that
n addition to ProSavin®s long-term
safety profite the DMC confirmed
that the hughest 5x dose shows most
promising signs of efficacy to date

We are pleased that ProSavin®

and the enhanced admnistration
techmque continue to demonstrate
a long-term safety profile The
signals of improvements in motor
function with decreased oral
dopammergic therapy observed to
date are encouraging, particularly
at the 5x dose Funchonal imaging
data also suggest possible dopamine
provision attnbutable to ProSavin®
at this dose We would support
mvestigation of a further dose
escalation for this novel product

as part of a Phase II development
programme

Professor Olivier Rascol
Char of the independent DMC

Ocular diseases

Cur ocular programmes are moritored
by an independent Data Safety
Monitonng Board {(DSMB) compnising
a panel of specialists in the fields of
ophthalmolegy virology and vectoro-
logy InJanuary 2012 Oxford BioMedica
recewved a positive iIntenm review of
the ongoing RetinoStat® and StarGen™
ocular prograrmmes by the DSMB

We work closely with the climaians
and Pnncapal Investigators who lead
our ocular clirucal tnals at

— The Wilmer Eye Institute at Johns
Hopkins Balumore (USA)

Annual Report and Accounts 2011

— The Oregon Health & Science
Urmversity's Casey Eye Institute
Portland Oregon

— The Centre Hospitaher National
D Opthalmologe des Quinze-
vingts Pans

We have a strong retationshup with the
Foundation hghting Blindness a US
non-proft orgamsation that provided
early funding for our pre-chrucal ocular
programme Please see pages 30-31
for a detailed surmmary of thus aliance

In addition we are dehghted to

be collaborating with Mayoc Ciime
Rochester (USA) to develop a novel
gene therapy for the treatment of
chroruc glaucoma

Cancer

We continue to recewe interest from
oncologsts and cliriclans regarding
the future development of TroVax®
Our cancer vaccine in several cancer
indications which have a clear unmet
medtical need and alack of effective
treatments We are currently working
wiath a number of UK collaborators
and expect multiple sponsored Phase
Il studies to be ruhated n 2012 by

— Cardiff Unuversity (targeting
colorectal cancer)

— Cardiff Uruversity and Velindre
Cancer Centre (targeting
mesotheloma)

— UK National Cancer Research
Network (targeting ovanan cancer)




Bemg part of the collective

team mnvolved m the pre-chmical
development and eventual
ntiation of three Phase I/II ocular
gene therapy studies has been

a fantastic expenence These

are the first US studies to directly
adrmirnster lentwaral-denved vector
treatments to patients - 1t 1s great
to be at the forefront of such
ploneenng clincal development

Margaret Esapa
Seruor Research Scientist and Co grdinator
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Seeing things

through

Our regulatory success to date
demonstrates our ability to bring
pioneering therapies to patients.

With no gene therapy product
approved in the EU or US, we work
very closely with the regulatory
agencies in order to define the
development pathways for our
novel gene therapies

Our regulatory expertise

In December 2007 we received
regulatory approvat from the French
regulatory agency AFSSAPS tc

start the fust chrucal tnal using the
LentiVector® platform the ProSavin®
Phase I/l tnal in Parkinson's disease
Since then we have recewved
regulatory approval from the US
Fcod and Drug Adrmirustration (FDA)
for three innovative ocular gene
therapy climcal tnals

Ocular case study
In Novernber 2010 the FDA approved

Oxford BioMedtcass Investigahonal
New Drug (IND) apphcation for
RetinoStat® resulting in the mtiation
of the first US clirical study using

the Company s LenhVector® platform
technology \n January 2011

Thas was a major event for Oxford
BioMedica and would also support
subsequent LentiVector® platform
regulatory submussions Accordingly
the FDA approved the StarGen™

and UshStat® IND applications in
March and October 2011, respectively
Receming three IND approvals from
the US regulatory agencies wathun

12 moenths represents an exceptional
achtevernent for the Company s

R&D and regulatory teams and
demonstrates our ability to bnng
novel products into chimcal

development
Regulatory success
Product Indication Agency Date of approval Chrucal trial sites
ProSavin®  Parkinsons disease AFSSAPS Dec 07 (CTA} France
MHRA Qct 10 [UK site) UK
RetinoStat®  “Wet age related macidar degeneration  FDA Nowv 10 (IND) us
StarGen™ Stargardt disease FDA Mar 11 {IND) us
AFSSAPS 2 114CTA) France
UshSar® Usher syndrome type 1B FDA Oct 11 {IND) us
Glossary
— AFSSAPS Agence frangaise de sécunte
sanitaire des produits de santé
— CTA Chirucal tnal application
— FDA U5 Food and Drug Adrmumstration.
— IND Investigatnonal New Drug
— MHRA UK Medicines and Healthcare
products Requlatory Agency
13
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Gene therapy 1s a specialised

area of drug development

and the LentiVector® platform
technology 1s based on a propnetary
manufacturnng process developed
from scratch by Oxford BioMedica
With a new manufactunng team

n place, we can combine in-house
experhise with sigruficant operational
and techmical knowledge garnered
from our colleagues’ previous
expenences within the Big Pharma
and biopharmaceutical industries
This integrated team has been
nstrumental in the comrmissioning
process of the manufactunng
facility throughout 2011 and
continues to support the ongoing
core LentiVector® platform
development programmes

Satpal Gnfths
CQuality Control Manager {Serwar Mgrobictogst)

Oxtord BioMedica plc Annual Report and Accounts 2011
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Recognising value
in opportunity

We have the breadth and depth of knowledge
necessary to manage the Company in today's
environment which enables us to respond
quickly to market conditions and opportunities.

Case study

Successful acquisition of

UK manufactunng facility

n Cowley, Oxford

In February 2011 we acquired a UK
manufactunng faciity for £19 milhon
which represents a fraction of the
cost of a new builld The facility

totals approximately 16 000 square
feet, which includes ¢ 4 400 square
feet n cleanrooms and 15 situated
less than three miles from our head
office An integrated tearm compnsing
manufacturng developrment quahty
control, qualty assurance engineenng
and loqistics expertise have been
engaged in commussioning the
facility throughout 2011

Oxford BiloMedica’s in-house
expertise includes
— R&D

The acqunsition of a manufactunng
tacihty wall ensure the rapid

prog of the C. s core
— Regulatory Le * plattorm product

through development and
— Intellectual property management  yooamet

— Clirucal developrment

— Manufactunng

— Busmess development
— Due dihgence

— Finance

Crxtord BroMedica plc Annual Report and Accounts 2011 15




We work in some of the most
exciting areas in medical science
Our successes to date only make us
hungner for progress in the future

The challenges are always there
By combining our focus and
dedication with a clear strategic
approach we aim to meet them,
and beat them head on

Oxtord BroMedica pic Annual Report and Accounts 2011
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Operational Highlights

Our strong operational progress during
2011 has resulted in a diversified portfolio
with five core clinical programmes and
the successful commissioning of our
proprietary manufacturing facility.

Securing three IND approvals from

the FDA within 12 months for our novel
ocular gene therapies partnered with
Sanofi was an exceptional achievement,
and we are also pleased to have secured
new industry collaborations.

With tough economic conditions
impacting companies and influencing
sector dynamics, we continue

to monitor our expenditure and
remain committed to maximising

the opportunities ahead.

Oxdord BoMedica plc Annual Report and Accounts 2011 17
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LentiVector®Platform

The LentiVector® Platform

Oxford BioMedica's propnietary
LentiVector® technology platform
15 a lughly efficient system for the
delvery of therapeutic genes to

a wide range of tissues, and 1t has
specific advantages for targeting
diseases of the central nervous
system and the eye The Company's
most advanced LentiVector®
platform candidate 1s ProSavin® for
Parkinson's disease In partnership
with Sanch, Oxford BioMedica

1s also developing four products
for the treatment of ocular diseases
These five core LenhVector®
platform candidates benefit from

a common manufactunng platform
and regulatory procedures The
Company 1s also working with
leading scientific teams to address
other unmet needs, such as the
treatment of glaucoma and motor
neuron disease

Odord BroMedica ple
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ProSavin®
= It for

kansons d PD
ProSavin® 15 being evaluated in
a Phase [/11 tnal to assess the safety
efficacy and dose evaluation m
patients with rmud-stage Partansons
disease who are expenencing
reduced benefit on L-DOPA
‘equivalent” therapy Three ascending
dose levels (1x, 2x and Sx) have
been evaluated in 15 patients
to date Six patients recewved the
2x dose three of which were treated
using an enhanced admirstration
procedure which facilitates higher
dosing and reduces surqical delivery
time of the 2x dose by approximately
50% The hughest (5x) dose tevel
of ProSavin® which 1s the scaled
equivalent to the optimal dose in
pre-chrucal studies, 15 being assessed
in the most recent six-patient cohort
Patients have been treated at
two centres of excellence for
neurosurgery the Henn Mondor
Hospital in Pans France wath
Professor Stephane Palh as Pnincipal
Investhgator and Coordinating
Inveshgator and at Addenbrookes
Hospital m Cambndge UK wath
Dr Roger Barker as Pnncipal
Investigator

Highhghts 2011

— Encouraging data from ProSavin®
Phase I/ study in Parkinseons
disease

— DMC confirmed that highest
(5x) dose shows most prormusing
efficacy to date

— Further product optirsation
could provide up to 10-fold
ncrease n dopamine preducthion

18

Positive data presented at largest
scientific conference for genetic

& cellular therapeutics

In May 2011, data from the Phase I/I1
study were presented at the Amencan
Society of Gene & Cell Therapy
{ASGCT) 14th Annual Meeting hetd
n Seattle, USA by Professor Stephane
Palfi A sx-month assessment of

the third patient cohort treated

with a 2x dose of ProSavin® using

an enhanced admirustration rnethod
revealed the highest efficacy results
observed to date wath 43% average
motor function improvement and

a maximum of 6122 1 one patient

In addititon  patient diary measures
such as increased functional ‘ON"
time (when PD symptoms are not
present} reduced "OFF” time (after
withdrawal of PD medication} and
improved cquahty of life also support
the positive impact on patients hves
further underlirung the potental

for ProSavin® to address the motor
symptoms of PD

Encouraging signs of clirucal
benefit for Parkinson's patients

In August 2011, Oxford BioMedica
reported a posiive intenm review

of the fourth patent cohort treated
with the ighest {Sx) dose of
ProSavin® by the study s ndependent
Data Monitonng Commuttee (DMC)
At the three-month ime point

the hughest average motor function
improvernent of 29% was observed,
with a maximum of 49% improvernent
n one patient Patients also reduced
thewr average daily dose of L-DOPA
“equivalent” therapy whereas typically
they would require an increase

in dose given the nature of thus
inexorably degenerative disease
Importantly the DMC acknowledged
that the improvements in motor
function wath decreased oral
doparmunergic therapy observed

to date are encouraging and climcally
relevant If rephcated in randormsed
studies such levels of improvement
would make a substanual difference
to a patient s life
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= e
5 =]

Q

Baseline 3m 6&m 12m
Timne post treatment

+ « & Expacted disease progression withotit ProSavin®

L *12 h y analy 133
Mator function as measured by UFDRS Part (13
OFF” score?

~ The first three cohorts (n=9) have all reached
a12 month assessment

— Motor function improvements are stable
m all three cohorts

— Typical disease progression with L DOPA
15 3 4 UPDRS ponts per year?

— Sigrehcant improvements in motor function
are sustained for at least 12 months tollowing
treatment wath ProSavin®

1 Dara are combined from all nine patients
in cohorts 1 2 and 3 who have been on study
for at least 12 months (* = P <005 ** = P<001)
2 Urified Parkinsans Disease Rating Scale (UPDRS)
1 patients OFF” state 1 e after withdrawal
of PD medication)
X Source Olanow et al (2005) Ann Neurol
(3) 403-14

Sigmficant long-term
mprovements vs progressively
degenerating disease

As part of an tenm review in
December 2011 Oxford BioMedica
and its clrmcal experts performed
an efficacy analysis across all

15 patients treated at the latest
available assessment ime points
and concluded

— Intenm data show that ProSavin®
mediates improvement in motor
function in all cohorts at six-
month pnmary efficacy endpoint

— Population analysis of first three
cohorts (12 month data for n=9)
shows ProSavin® sigreficantly
mproves motor functhion relative
to baseline n progressively
degenerating cisease

— Improvement remains
statistically sigruhicant up
to 12 months

— Improvement over baseline
maintamed up to 24 months
{hrst two cohorts n=6)

-~ ProSavin® demonstrates efficacy
across range of disease seventy —
mportant in a disease such
as PD where patient population
15 heterogeneous

— Average reduction in L-DOPA
‘equivalent” therapy in atl cohorts

In adchition to the improvements
observed across multiple endponts,
functional imaging data using
Positron Emuisston Tomography (PET)
scans to produce a detailed, three-
dimensional picture nside the body
also suggest doparmne (DA) provision
attnbutable to ProSavin® at the
hghest (Sx) dose

Independent experts confurm

5x dose shows most promusing
efficacy to date

In December 2011, Oxford BioMedica
also announced a positive review of
all four patient cohorts by the study s
mdependent DMC a multdisciplinary
panel with expertise in Parkinson's
disease and virclogy In addition to
ProSavins long-term safety profile
now up to 36 months post-treatment
{1x dose), the DMC confirmed that the
fourth patient cohort (Sx dose} shows
most promising signs of efficacy

to date (see table below)

Support from DMC to investigate
enhanced construct in Phase If
programme

Oxford BioMedica and its chrucal
experts believe that the interim
ProSavin® data set continues

to support planning for a sham-
controlled Phase II study Dunng
2011, the Company dentified and
developed an enhanced product
construct based on ProSavins®
dopaminergic enzymes The new
construct can potentially provide

up to a 10-fold increase 1n doparmme
production capacity, allowing further
dose escalation without impacting
volume or rate of admirustration

In addition, the new construct offers
extended patent protection and a
relative reduction in cost of goods
thus increasing the comrnercial
opporturuty for ProSavin® With

the support of the study s ndependent
DMC Oxford BioMedica 1s evaluating
a strategy to move the new construct
nto development as part of a Phase
Il programme

5x

The DMC confirmed that the

fourth PrcSavin® patient cohort {5x dose)
shows most promimng signs

of ethcacy to date

Ontord BioMedica plc
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Caohort 1 2 3 4

Ix dose 2xdose 2x dose 3x dose
Impravement in UPDRS Part 11l OFF score! v v < v
Average reduction in L DOPA equvalent therapy 4 4 N v
Improvernent i UPDRS Part I "ON™ score? w e Vs v
Reguction in PET® signal (e ncrease in DA* provision) b4 b'e e 4

1 Uritied Parlansons Disease Ratung Scale (UPDRS) in pabents "OFF state

fre after withdrawal of PD medication)

2. Unihed Parkainsons Dsease Rating Scale (UPDRS) in panents "'ON- state
{12 with rmedication and when PD symptoms are not present)
3 Positron Emission Tomography scan used to produce e detailed,

three dimensionai picture mside the body
4 DA = doparmune
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Oxford BioMedica is focused

on non-chnical bridqing studies
and preparing the regulatory
pathway for tuture US and EU
regulatory applications

$2.8bn

None of the current treatments
for Parkinson s disease provide
long-term relie! trom symptoms
wet, by 2019 sales of these
treatments could exceed
US$2.68 haltion.

Oxtord BioMedhca plc Annual Report and Accounts 2011

Partnenng intiative

As previously announced, partnenng
discussions for ProSavin® have been
mfluenced by a potential partners
view of the nsk associated with the
early stage of the product the ability
to control future manufactunng

and the regulatory path to registration
given that ProSavin® is an entirely
novel product Following the
European Medicines Agency s
validation of the planned route

to registration and the acquisition

of a UK manufactunng facility

Oxford BioMedica has successfully
addressed two of these key 1ssues

In terms of the nsk assocated

with ProSavin® as an early stage
gene therapy for PD mowng into

a randomused Phase I! study walt
add sigmfcant value and further
de-nsk the product Given the
encouraging clircal results and
positive analyses to date Oxford
BicMedica had anticipated that data
from the highest (3x) dose cohort
could crystallise a partnenng deal

in late 2011 or early 2012 However
whilst mdependent experts have
confirmed that the 5x dose of
ProSavin® has indeed shown the
most promusing signs of efficacy

to date interested parties are keen
for Oxford BioMedica to investigate
the enhanced product construct

as part of a Phase Il programme to
ensure the greatest chance of success
n randormsed stuches As a result
secunng further funding viaa
development partnership for thus
core programme has taken longer
than expected With further product
optirmisation ongoing a randormised
Phase II study 15 unlikely to be
mniated n 2012 Oxford BioMedica
15 focused on non-clincal bndging
studies and prepanng the regulatory
pathway for future US and EU
regulatory applications

Next milestones

The prmary efficacy end-pomt

of the current Phase VI study

1s the sx-month UPDRS assessment
allowing ime for improvements

in patients condition to stabilise
including appropnate adjustments
in background oral dopaminergic
therapy Results from all six patients
i the fourth {5x dose) cohort

are expected in H1 2012 In the
meantime the Company holds
regular updates with interested
parties and 1s evaluating the most
effective strategy to advance
ProSavin® mnto its next stage

of development

Market opportunity

Parkinsons disease affects
approximately 15 million patients
in the seven major markets

{US Japan UK France Germany
Italy and Spain) which 1s projected
to nse to 17 mullion by 2019 None
of the current treatments provide
long-term rehef from symptoms

yet by 2019 sales of these treatments
could exceed US52 8 billion in

the seven major markets (source
Datamonutor Dec-2010) ProSavin®
has the potential to address a rmajor
unmet medical need in Parkinsons
disease, offenng long-lasting benefit
from a single admuirustration wath an
excellent safety profile The product
could therefore also stignificantly
reduce the social care burden

that 1s associated wath the mud

to late-stage of disease




There is conniderable cpportunity

10 expand the Sanoh collaboraton
with the additwon of other indications
and related product candidates

4.7m

The ocular disenses we

are targeting in our Sanch
collaboraton affect 4 7 mulhon
people worldwide

Oxtord BicMedica plc

Annual Report and Accounts 2011

Ocular Portfolio

ne- thy 0
In collaboration with Sanof,
Oxford BioMedica s developing
four LentiVector® platforrm product
canchdates for the treatment of
ocular diseases RetinoStat® for “wet”
age-retated macular degeneration
(AMD) StarGen™ for Stargardt disease
UsnStat® for Usher syndrome type
1B and EncorStat® for corneal graft
rejechon This partnershup 1s an
endorsement of the Company s
LentiVector® platforrm and,
furthermore Sancoh s investment
n the platform technology benefits
Oxford BioMedicas development
programmes in other therapeutic
areas Oxford BioMedica s also
privileged to be working wath Mayo
Chruc Rochester (USA) to develop
a novel gene therapy for the
treatment of chronic glaucoma

Hghlights 2011
— Ocular gene therapy
prograrmmes partnered with

Sanoh progressing well

— Two new Phase I/Il tnals
underway RetinoStat® (Phase [)
and StarGen™ (Phase [/lla)

— Thurd successive IND approval
from FDA recewed for UshStat®
Phase I/l1a study

Landmark partnership

with Sanofi

The ocular collaboration with Sarnofy
signed i Apnl 2009, included an
upfront receipt of US$26 million and
up to USS$24 million 1n development
funding over the wutial phase of
development Followang successful
Phase I/Il completion, Oxford
BioMedica may receive further
unchsclosed kcense fees, milestone
payments and royathes on product
sales the terms of which are
consistent with other deals of this
scope and size Furthermore there
1s considerable opportunity to expand
the collaboration wath the addition
of other indications and related
product candidates For example
RetinoStat® could be evaluated

as a treatment for chabetic

macular cedemna
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Three ocular IND apphcations
approved by FDA within 12 months
Oxford BioMedica works very closely
with the regulatory agencies 1n order
to define the development pathways
for its novel gene therapies In
November 2010 the US Food and
Drug Admiristration (FDA) approved
Oxford BroMedica s Investigational
New Drug (IND) apphcation for
RetinoStat® resulting in the mhiation
of the first US chnical study using

the Company's Lentivector® platform
technology in January 2011 This was
a major event for Oxford BioMedica
and would also support subsequent
LentiVector?® platform regulatory
submissions Accordingly the FDA
approved the StarGen™ and UshStat®
IND apphcations in March and
October 2011, respectively

Recemwang three IND approvals from
the US regulatory agencies within
12 months represents an exceptional
achieverment for the Company s
R&D and regulatory teams Oxford
BioMedica also held a pre-IND
meehng wath the FDA 1n September
2011 for EncorStat® to discuss the
proposed development strategy

n preparation for a Phase /1] tnal
Together with Sanoh, the Cormpany
continues to evaluate the optimal
route for commercial development
of thus novel product

Lead RetinoStat® Phase [ tnal

n “wet” AMD on track

Six patients have been treated wath
RetinoStat® in the ongoing US Phase |
study 1n neovascular “wet” age-
related macular degeneration (AMD)
Three pathents receiwved the first dose
level three recewved the second dose
level and the thurd patient cohort
(dose level 3) 15 underway The open
label, dose escalation Phase [ study
will enrol 18 patients wath "wet” AMD
at the Wilmer Eye Institute at Johns
Hoplkins Balimore (USA) Led by
Professor Peter Campocharo the
study will evaluate three dose levels
and assess safety and aspects of
ocular physiology Oxford BioMedica
15 on track to announce first results
n Hi 2012




Operational Review
LentiVector® Platform

LentiVector® Technology
It 15 anticipated that a tingle

pp of Oxiord s
gene-based products could provide
long-term or potentially permanent
benehity for patients

25—-30m

AMD is 2 major cause of blindness
affecting an estimated 25 to 30 mithon
people worldwide and the

of AMD is expected to triple by the
year 2025

Ondord BicMedica plc Annual Report and Accounts 2021

First gene therapy clinical

tnals in Stargardt disease and
Usher syndrome underway

There are currently no approved
treatments for Stargardt disease and
Usher syndrome type 1B and other
potential strateqies do not target the
root cause of the disease As such,
StarGen™ and UshStat® have recewved
both European and US Orphan

Drug Designation which bnngs
developrment reguiatory and
commerciat benefits

In June 2011 the first patient in the
StarGen™ Phase Ila study n Stargardt
disease was treated in the US In July
2011 the French regulatory agency
(AFSSAPS) approved the opering of

a second chrical site in France In the
US the study s led by Professor David
Wilson at the Oregon Health and
Science University Portland Oregon
In France Professor Jose-Alain

Sahel leads the study at the Centre
Hospitaler Nationat D Opthalmotogie
des Qumnze-Vingts Pans Four patients
have been treated to date at the first
dose level and the second cohort
using dose level 1 1n earher-stage
patients 1s underway The open label
dose escalation Phase I/lla study

will enrol up to 28 patients and wall
evaluate three dose levels for safety,
tolerability and aspects of bioloqical
actmaty First results are expected

n H2 2012

In February 2012 the UshStat® Phase
[/lla study in Usher syndrome type 1B
commenced n the US at the Cregon
Health & Science Uruversity s Casey
Eye Institute Led by Professor Richard
Weleber as Pnncipal Investigator

the open label, dose escalation Phase
I/1la study will enrol up to 18 patients
and will evaluate three dose levels

for safety tolerability and aspects

of biological actraty Imthal results

are expected in HZ 2012

Positive reviews from independent
Data Safety Mormitonng Board

In June 2011, Oxford BioMedica
reported a positive Intenm review

of the first RetinoStat® patient cohort
by the study’'s independent Data
Safety Momitonng Board (DSMB)

an independent panel of speciahsts
n the fields of ophthalmology,
virology and vectorology RetinoStat®
was safe and well-tolerated at one
month following treatment wath no
signs of inflamimation in the eye

In January 2012 the Company
recetved its second positive DSMB
review of the RetinoStat® and
StarGen™ programmes Both products
demonstrated a favourable safety
profile with no senous adverse events
related to RetinoStat® StarGen™

or the methods of admirustration
Impoertantly RetinoStat® and StarGen™
demonstrate continued safety

six months and ore month post-
treatment respectively The DSMB
gave is support to proceed (o the
final ascending dose pahent cohort
for RetinoStat? (dose level 3} and

the second StarGen™ patient cohort
both of which are underway

Market opportumity

AMD 15 a rnajor cause of blindness
affecting an estimated 25 mallion to
20 mulion people worldwade and the
incidence of AMD 1s expected to tnple
by the year 2025 Neovascular “wet”
AMD accounts for 90% of all severe
vision loss from the disease with

up to 4 5 million patients worldwide
(source AMD Alhance International)
The industry standard treatment for
“wet” AMD and other related ocular
condiions had global sales 1n excess
of US$3 7 bithon in 2011 (source
Novartis/Roche) On the basis of
pre-chirucal data it s anticipated that
RetinoStat® may require only a single
adrmunustration If so this would give
the product a signihicant advantage
In the market over currently available
treatments that require frequent
repeated adrrurustratton There are
currently no approved treatments

for Stargardt disease Usher syndrome
type 1B and comeal graft rejection
StarGen™ UshStat® and EncorStat®
have a common technology platform
manufactunng techruque and safety
In toxacology studies and it 1s these
sorts of ruiche indications that can
build signmificant business value
Agan, 1t 1s anticipated that a single
apphcation of Oxford BioMedicas
gene-based products could prownde
long-term or potentally permanent
benefits for patents suffenng from
these debilitating diseases




Glaucoma-GYT

New collaboration wath Mayo

Clinic for chronic glaucoma

In October 2011, Oxford BioMedica
entered into a research and
development collaboration wath
Mayo Chric Rochester (USA}

to develop a novet gene therapy for
the treatment of chronic glaucoma
Under the terrns of the agreement,
Mayo Chnic and Oxford BioMedica
wll undertake pre-chirucal studies
to estabhish the feasibility of treating
glaucoma using Oxford BioMedicas
propnetary LentiVector® gene delivery
technology expressing a COX-2
gene and a PGF-2a receptor gene
to reduce intraccular pressure

Highhghts 2011
— LentVector® platform
collaboration wath Mayo Chruc

Since the start of the chronic
glaucoma collaborahon with
Mayo Chimic we have successfully
wuniated the first pre-climcal study
which aims to demonstrate gene
transter using Oxford BioMedicas
LenhVector® platform technology

60m

Glaucoma is & group of eye diseases
characterised by vision loss due

to damage of the optic nerve atfecting
over 60 million people worldwide

Oxtord BioMedica plc
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USA for chronic glaucoma

Since the start of the coltaboration
the teamns have successfully
mhated the first pre-chirmcal study
which ains to demonstrate gene
transfer using Cxford BioMedicas
LentiVector® platform technology
to target ocular tissues followng
transcomeat admurustration
Prelirmunary results from this study
are encouraging and indicate
effective and robust gene transfer
nto the target ocular tissues

A second pre-clirucal study 1s
expected to begqin in Q2 2012 to
evaluate the lowenng of intraocular
pressure following administration
of the collaborations Glaucoma-GT

Market opportunity

Glaucoma s a group of eye
diseases charactensed by vision
loss due to damage of the optc
nerve affecting over 60 million
people worldwade (source Mayo
Chrue} Glaucorma 1s the biggest
ophthalmic market wath global
sales of over USSS billion in 2008
treating seven rrullion cases mn the
seven major markets The most
common form of glaucoma

15 classed as pnmary open-angle
glaucoma (also known as chromic
glaucoma or chromc open-angle
glaucoma) which accounts for
75-95% of all glaucoma patients
(source Datamortor 2010)
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MoNuDin® has shown promising
results in earty pre-clinical studhes
and Oxford BioMedica is optimising
the product for chnical trials

+6,000

High unmet need

Inthe US there are an estimated

30 000 patients with ALS and nearly
6 000 new cases are disgnosed
Bnnually

Cnddord BroMedica pic
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MoNuDin®

Motor neuron disease

The pre-clirucal development of
MoNuDin® 1s supported by the UK
Motor Neurone Disease Association
(MNDA} MoNuDiIn® has shown
promusing results in early pre-chnical
studies and Oxford BioMedica 1s
optimising the product for chracal
tnals The Company s LentiVector®
platform technology has the abiity
to deliver genes safely and efficiently
to the neuronal cells affected by
maotor neuron disease Oxford
BioMedica 1s working wath non-profit
research groups and organisations to
explore novel therapeutic approaches
to treat Armyotrophuc Lateral Sclerosis
(ALS) the most prevalent type

of motor neuron disease

Working together wath leading
acadermc organusations

Oxford BioMedica s ongoing
collaboration with VIB/Uriversity of
Leuven, funded by a grant from the
MNDA, 1s focused on the pre-clirucal
development of MoNuDin® for the
treatment of ALS The collaboration
builds on previous work funded

by MNDA and wall utihse Oxford
BioMedicas LentiVector® platform
technology to compare the
therapeutic potential of two forms

of vascular endothehal growth factor
(VEGF) Following successful gene
expression stuches in 2011 to evaluate
the optimal delivery route for this
approach Oxford BioMedica has
demonstrated VEGF expression using
its LentiVector® platform technology
in cells and also m vivo usng

two chfferent forms of the VEGF
therapeutic gene Further pre-cliracal
work to evaluate the efhcacy

of these VEGF forms 15 expected

to start in Q2 2012

Dunng 2011 n collaboration wath the
Uruversity of Bristol, Oxford BioMedica
also investigated the effects of
MoNuDin® in a pre-chrucal model

of ALS using a new route of delivery
for adminstration directly into the
cerebrospinal flund bathing the spinal
cord The results of thus study have
demonstrated proof-of-concept

for this intracerebroventncular
delivery route

One of the major hurdles to treating
motor neurone disease 1s ensunng
that therapeutic agents are delivered
to the relevant site of action in the
braan and spinal cord therefore both
collaborations continue to support
Oxford BioMedicas planrung for

the future chmcal development

of MoNuDin®

Market opportumty

Despite being one of the most
common neurcdegenerative diseases
of adult onset motor neuron disease
has a ligh unmet need Armyotrophic
lateral sclerosis (ALS) often referred
to as Lou Gehngs disease 1 the
maost prevalent type of motor neuron
disease In the US there are an
estimated 30 000 patients wath

ALS and nearly 6,000 new cases

are dagnosed annually (source

ALS Association) Only one drug

has been approved for the treatment
of ALS and its benefit 1s a modest
merease in sunaval ime  If MoNuDin®
proves to be an effective neuro-
protective treatment that can slow
or arrest injury to patients motor
neurons 1t would have compeling
competitive advantages




LentiVector® Platform
Manufactunng

Histoncally all of Oxford BioMedicas
manufactunng to Good Manufactunng
Practice (GMP) standards has

been outsourced to a contract
manufactunng organmsaton
However given the pwvotal role

of manufactunng in ologqical

drug development and the planned
growth of the Company s chrucal

The investment in the Company s

LentiVector® platform portfolio dunng
2011 Oxford BioMedica conducted a

ing pr

will address one of the mam
hurdles associated with the rapid

strategic review in 2010 to maxamuse
control and miriruse nsks associated

progl ofp
FPhase I Pha.lett!mdtnmark:t

wiath manufactunng

Highhghts 2011

— Successful acquisition of
specialist manufactunng faciity
to support core programmes

Commussicnming process
complete and on budget

Preparation for MHRA license
on track to enable GMP
manufacturmg for climmcal supply

Successful acquisihon

of UK manufactunng facitity

n Cowley, Oxford

In February 2011 Oxford BioMedica
acquired a UK manufactunng facility
for E19 mulhon which represents a
fraction of the cost of a new build
The facility totals approximately

16 000 square feet which includes

c 4400 square feet in cleanrooms
and 15 situated less than three miles
from the Company s head office
This investment in the Company s
speciahist manufactunng processes
will address one of the man hurdles
associated wath the rapid progression
of products through Phase [l Phase Il
and to market and, 1/mportantly

also provides the opportunity

for Oxford BioMedica to become

the LentiVector® platfonm suppher
of choice for its current and

future partners

Commussioning process complete
Oxford BioMedica appointed James
Chnstie a serwor blopharmaceutical
executive with over 30 years of
experience in the mdustry as Head
of Manufactunng in February 2011
Led by James an integrated '
tearn compnsing rmanufactunng

development, quality control, ,
quality assurance engineering
and logistics expertise have been
engaged in commuissioning the
facility throughout 2011 In line
with expectahons and on budget,
the manufactunng facility is now
fully-commussioned and produced
1its first pilot run at the end of 2011

New MSAT team in operation

The Company s Manufactunng

Sciences and Technology (MSAT)

team 1s now \n place The MSAT team

covers all aspects of biological and

fAll/Arush manufactunng by bnnging

together core expertise n process

development process improvement

and optimusation technology

transfer and process montonng

and troubleshooting With MSAT

Manufactunng & Supply Qualhty

Assurance and Qualty Control

Oxford BioMedica has the necessary

capabilities and core competencies |
to develop and support current \
and future production activities |

Next steps

Oxford BioMedica s currently
manufactunng product batches

n preparation for obtaining

a license from the UK Medicines
and Healthcare products Regulatory
Agency {MHRA) to enable GMP
manufactunng for ctinical supply
Subject to recewving MHRA approval
progress remains on track for

the manufactunng facility to

be fully-operatonal in H1 2012
Oxford BioMedica also plans

te work towards a recogrused
environmental programme

16,000

The manufacturing facihty totals
apprommately 16 000 square feet
whach inctudes c. 4,400 scquare
feet m cleanrooms, and is situated
less than three miles from the
Company s head office
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Operational Review
5T4 Tumour Antigen
Platform

The 5T4 Tumour Antigen Platform
Oxford BioMedica's propnetary

5T4 antigen 1s an 1deal target for
anti-cancer treatment qivents
restrnceted expression on normal
tissues and 1ts high prevalence

on the surface of cancerocus

cells across a wade range of

solid tumours TroVax® 1s Oxford
BioMedrca's 5T4-spectfic therapeutic
vaccine candidate which 1s in Phase
Il development In partnership waith
Phzer, pre-chimical evaluation of
Oxford BioMedicas 5T4-targeted
antibody 1s ongoing to optimise

the product for chnucal development
Phizer also has non-exclusive nghts
for the in vitro diagnostic use

of 5T4 antibodies The Company

ts also collaborating with ImagqinAb
to engineer an 1n vivo diagnostic
maging agent using an antibody
targeting 5T4 for positron emussion
tomography (PET) cancer imaging

Oxtord BioMedica plc Arnnual Report and Accounts 2011

TroVax® (MVA-5T4)

Therapeutic cancer vaccine

TroVax® 15 a late-stage clinical asset
that has completed 10 chrucal tnals
in colorectal renal and prostate
cancer It s currently being evatuated
in a randomised. open-label Phase [I
study 1n patients wath metastatic
hormone refractory prostate cancer
(HRPC) Oxford BioMedica also
continues to recetve interest from
oncologsts and chimcans regarding
the future development of TroVax®
n several cancer inchcations which
have a clear unmet medical need
and a lack of effective treatments

A number of sponsored Phase 11
chrucal stuches are expected

to commence duning 2012

Highhights 2011

— Further TroVax® Phase Il analyses
published in Cancer Immunology
Immunctherapy

— Biomarker can potentially
target a more responsive patient
population

— Enthusiasm from the cncology
commuruty for muluple Phase I1
sponsored stuches

Biomarker potentally targets a
more responsive patient population
In March 2011, analyses of the TroVax®
Renal Immunotherapy Sunaval

Tnal ("TRIST’) Phase III study were
pubhshed in Cancer Immunology,
Immunotherapy, the official jourmnal
of the Association for Cancer
Immunoctherapy Oxford BioMedica
has wdentihed an algonthm btomarker
{the “Immuine Response Surrogate”)
for predicting the quantitative

5T4 anubody response mduced

by TroVax® in order to dentify

those patients who are most hkely

to mount a strong 5T4 antibody
response subsequent to TroVax®
admuimstration Importantly the
biormarker was also relevant when
apphed to an ndependent dataset
denved from the nine histonc Phase |
and II studies in patents wath renal,
colorectal and prostate cancer whch
suggests that the blomarker could
potentially be applied to multiple
cancer types The biomarker will be
used n all future TroVax® chirucal tnals
in order to target a more responsive
patent population including the
ongoing HRPC Phase II tnal
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Phase I study in hormone
refractory prostate cancer (HRPC)
The ongoing randomised open-label
Phase I study in patients with
metastatic HRPC 1s designed to
evaluate the actwty of TroVax® plus
chemotherapy drug docetaxel, versus
docetaxel alone The study 1s being
led by Dr Anna Ferran New York
Unuversity Cancer Institute (USA)

and has been carefully designed

to gwe early proof-of-concept

by mornutonng changes in prostate
spectic antigen kinetics one of

the rnost wadely used oncological
biormarkers 1n chrical research

The first centre started recrnuiting
patents in September 2010 and
the number of recruiting chrucal
sites expanded to etght dunng 2011
However wiath new prostate cancer
treatments on the US rarket

in addihion to other clirucal tnals
targeting the same indication
competition for suntable patients

15 lugh As a result recrutment
rates dunng H2 2011 were slower
than anticipated and two of the
centres have ceased recnuatment
As previously commurncated irmtial
results from patients treated to
date are still expected in H2 2012
and Oxford BioMedica s closely
monitonng the progress of

this study



Oxtord BioMedica 3 collaborators

at Carditf University recerved
MHRA approval in July 2011

and a favourable GTAC cpmion

n August 2011 to evaluate

TroVax® in patients with tnoperable
metastatic colorectal cancer

+10

TroVax*1s a late-stage clinical
asset that has completed 10 chmcal
trials in colorectal renal and
prostate cancer

$47.7bn

At $477 billion, cancer 18 one of
the largest, fastest grownng markets
n the pharmaceutical industry

Oxford BioMedhca plc

Annual Report and Accounts 2011

Multiple sponsored Phase II studies
to be imitated by collaborators

In Apnl 2011, the team of cancer
immunologists at Cardiff University
and Velindre Cancer Centre Wales
(UK) recewved a favourable opiraon
from the Gene Therapy Advisory
Committee (GTAC) and CTA approval
from the Medicines and Healthcare
products Regulatory Agency (MHRA)
to undertake a Phase Il study for
TroVax® i patients wath malhgnant
pleural mesothelioma The study

will be funded by the June Hancock
Mesothelioma Research Fund and
the Velindre Cancer Centre Stepping
Stones Appeal and Oxford BiroMedica
will provide TroVax® Recrnuitment

15 expected to commence durnng
H1lz2012

Onxford BioMedica s collaborators

at Cardiff Uruversity received MHRA
approval in July 2011 and a favourable
GTAC opruon in August 2011 to
evaluate TroVax® 1n patients with
noperable metastatic cotorectal
cancer The Phase I study wll

be sponsored by Cardiff University
and Oxford BioMedica will provide
TroVax® Recruttment s expected
to begin dunng H1 2012

The Company continues to work
withts partners at the UK National
Cancer Research Network (NCRN) n
order to develop a Phase Il metastatic
ovanan cancer protocol The protocol
recewved a positive review by the
Clirncal Tnals Awards and Adwvisory
Commuttee (CTAAC) in Novernber
2011 Followmg amendments to
reflect the CTAAC opiruon, the study
protocol will be submutted to the
GTAC Subject to GTAC approvat the
study 1s estimated to start in Q3 2012

Partnenng mitwative

Expenditure on TroVax® s

closely moritored and, given the
interest wathin the oncology field,
management continues to explore
collaborations through clirucal
networks \n order to generate further
data and leverage the value of the
product Secunng a development
or financial partner for TroVax®'s
future late-stage development
remains a key strategic pnonty

for the Company and discussions
wath interested parties are ongoing

Market opportunity

At $477 bilhion cancer 1s one of

the largest fastest growang markets
m the pharmaceutical industry
according to MarketResearch com
In prostate cancer alone the giobal
vaccine market 15 expected to reach
USS2 3 billion n 2017, growing

at a compound annual rate of 66%
{source GlobalData} TroVax®1s
not prostate cancer specific and

15 admirustered in the same way

as most infectious disease vaccines
are given a simple injection in the
amm If TroVax® 1s shown to be
efficacious n a pivotal regnstration
tnal for even just one of the major
cancers where 1t 1s known that 5T4
15 present on the tumours it has
significant potential




Operational Review
5T4 Tumour Antigen

Targeted Antibody Therapy

for Cancer

Partnered with Phzer

Oxford BroMedica licensed global
nghts to develop antibodies targeting
the 5T4 tumour antigen for the
treatment of cancer to Wyeth
{acaquared by Phzer in 2009} in 2001
The onginal agreement 1s potentially
worth US$24 mallion which compnses
upfront payments license opticn

fees and milestone payments that

are subject to the achievernent of
certain project objectives Additonally,
under the agreement Oxford
BioMedica will recewe royalties

on sales of products targeting

the propnetary 5T4 antigen that

are developed and commercialized
by Phizer

Highhghts 2011

The concept of an anti-cancer
therapy which has antibody-hke
specificity as well as chemotherapy=
like potency is clearly attractive

— Partnership with Phzer broadened
to include in vitro diagnostic use
of 5T4 anhibodies

Dhagnostic nghts secured in
preparation for Investigational

New Drug (IND) applhication

In May 2011, Oxford BicMedica
broadened its icensing agreement
with Phzer granting non-exclusive
nghts for the in vitro diagnostic

use of 5T4 antibodies including

an option for commerciahisation of

a 5T4-based diagnostic The potenhal
value of thus collaboraton 1s now

up to US528 milion, which compnses
upfront payments hcense option
fees and milestone payments that are
subject to the achievernent of certain
project objectives The next milestone
payment to Oxford BioMedica would
be due if Pizer initiates chrucal tnals
for the development of a 5T4-targeted
antibody therapy

$28m+

Potential worth of agreement
wath Phzer for 5T4 tumour antigen
collaboration.
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Data presented by Phzer at ISREC
Symposium 2011 in Swatzerland

In September 2011 Phzer presented
new data at the ISREC Symposium
which confirmed that 5T4 s the single
concology target for the antibody-drug
conjugate (ADC} technology hicensed
from Seattle Genetics earher this year
The Oncology Research Umit has
synthesised an anti-5T4 antibody-
drug conjugate (ADC) called
Al-mcMMAF and has shown that
Al-mcMMAF can eradicate tumour
cells that have heterogeneous
expression of 5T4

Market cpportunity

The concept of an anti-cancer

therapy which has antibody-hke |
specihcity as well as chemotherapy-

hke potency 1s clearly attractive ‘
The 5T4-targeted antibody therapy \
has the potential to benefit patients

wiath any sohd cancer that expresses

the 5T4 tumour antigen, wihich

represents a multi-bilhon US dollar

market Based on the products

profite it could have application

as a single agent or could be used

n combination with other treatments

ncluding therapeutic vaccnes such

as TroVax®




Oxtord BioMedica announced

a collaboration wnth ImaginAb

to engineer an in vive disgnostic
tmaging agent using an antibody
fragment targeting the 5T4
tUmMOour antigen,

S4m

Oxford BioMedica could receive
proceeds of up to USS4 million in
initiation end devel

pay fromats
with ImaginAb.

Oxtord BioMedica plc
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Dhagnostc Cancer Imaging

New research collaborauon

with ImaqinAb

In June 2011 Oxford BioMedica
announced its collaboration with
ImaginAb to engnmeer an in vive
dagnostc imaging agent using

an anhbody fragment targeting
the 5T4 tumour antigen Following
proof-of-concept the agreement
includes an option for ImaginAb

to negotiate an exclusive license
for commercialisation of an in vivo
5T4-based irmaging diagnostic

On that basis Oxford BioMedica
could receive proceeds of up tc
USS4 mathon in imtiation and
development milestone payments
n addition to royalties on product
sales subject to the achievement
of certain programme ob)ectives
Swince the start of the collaboration
progress 1s on track and the teams
are preparing for pre-clincal studies
to beginn H1 2012

Highlhights 2011

— Collaboration wath imaqinAb
to engineer a ST4-based in vive
cdiagnostic imaging agent

Other products

Oxford BloMedica has some non-core
assets where although development
18 ne longer funded by the Company
there remains potential to realise
value from previously completed
chirucal and pre-chnical studies
These products include EndoAngio-
GT a gene-based anti-angiogenic
therapy for cancer Hi-8* MEL

a therapeutic vaccine for metastatic
melanoma and MetXia® a gene-
directed enzyme prodrug therapy
(GDEPT) strategy for pancreatic
cancer Oxford BioMedica seeks

to realise the value of these assets
through partnerships A divestment
process for out-icensing Hi-8% MEL
concluded in June 2011 without
securing a partner on this occasion
Consequently an impawrment charge
of £3 1 milhion was recogrused in
June 2011 to wnite the H-8% MEL
asset down to zero

Board changes

At the Annual General Meeting on

5 May 2011, Nick Rodgers previously
non-executive Dwrector Seruor
Independent Director and Deputy
Charrman of Oxford BioMedica was
appomnted Chairman of the Company
followng Dr Alan Kingsman leaving
the Board As a result Dr Andrew
Heath non-executive Director was
appointed the Sernor Independent
Director and Deptty Chairman
Oxford BioMedica expresses its

deep gratitude to Dr Kingsman

for hus invaluable contnbution to

the Company over the last 15 years
Br Kingsman wall continue to be

a consultant to Oxford BioMedica

On 24 May 2011 Dr Alex Lewas

was appointed Director of Corporate
Activities and Strategy and a member
of the sentor management team and
as aresult stepped down from the
Board In place of Dr Lewas Dr Paul
Blake became Charman of Oxford
BioMedicas Rermuneration Commttee
and Dr Heath joined the Company's
Remuneration Comrriattee

Tim Watts was appointed to the
Board as Chief Financial Officer and
Company Secretary of the Company
n February 2012 as Arndrew Wood
stepped down from the Board

of Oxford BloMedica Andrew wall
continue as an employee of the
Company for the tume being to ensure
the smooth transition of the role
Oxford BioMedica thanks Andrew
for his substantial contnbuton to
the Company since its [PO 1n 1996
and wishes hum well for the future




Oxford BioMedica's Ocular Collaborations

From bench to bedside

2011 was a year of growth for Oxford BioMedica’s ocular portfolic

with three pioneenng ocular Phase VIl programmes underway and
anew research and development collaboration wath Mayo Chmic, USA
for chromic glaucoma Here, Dr Stuart Naylor explains Oxford BioMedica's
Journey of ccular translational medicine and the importance of strong
relationships and industry alliances in delivering success

Oxford BioMedica was founded in 1995 by Professors Alan and Susan
Kingsman as a technology spin-out from the Unwversity of Oxfords
Department of Biochemustry Our technolegy s based on a lentviral gene
delivery programme using an equine wiral vector This LentiVector® gene
delvery technology 1s the most effective platform for targeting non-dwding
cells such as those in the brain and the eye It also has the abihty to deliver
therapeutic genes into those cells and express therapeutic proteins for

the hife of a particular cell and therefore we hope the life of the patent

What we aim to do at Oxford BloMedica which [ beheve sets us apart in

the field of gene therapy 1S to develop our LentiVector® platform technology
for cimical apphcation inandications whuch are an appropnate match We
mutially started mvestgating the use of our LentiVector® platform to block
the aberrant blood vessel growth which underles “wet” age-related macular
degeneration (AMD} It was whilst carrying out this research in the retma that
we first came across the Foundation Fighting Bindness (FFB} Dr Tim Schoen,
director of science/research commurucations at FFB helpfully introduced

us to the scientific team at FFB At the same time we were thntled to recewve
a call from Dr Rando Allikmets of Columbia University who had already
established an mnterest in applying these vectors to retinal diseases

and, specifically delivenng the ABCA4 gene mto a pre-climcal model

of Stargardt disease
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We are pnvileged to work closely
with experts in the field such as
Dr Alhkmets and are extremely
grateful for the funding that came
through the FFB and its trustees
Without thewr continued support
and influence, \n addihon to our
strong partnership wath Sanofi,
we would certainly not have
achieved what we have today
We value our partnershups and
our ocular collaborations are the
perfect example of what can be
achieved by working together

Dr Stuart Naylor

Chuet Scientihe Gtheer
at Ondford BioMedica



For a genetic disorder such as Stargardt chsease there are currently no
treatments which try and tackie the rocot cause of the disease Children

are born wath a rmutated ABCA4 gene wiich leads to the degeneration

of photoreceptors in the retina and vision loss Our LentiVector® platform
appeared to be well-suited for treating Stargardt disease and, i fact 1t was
the only available technology that could delver the large ABCA4 genetic
payload to photoreceptors We were impressed wath Dr Allikmets’ work

and hawving been qiven the opporturuty tc apply our technology to Stargardt
disease our relationship with Dr Allkmets and FFB quackly facilitated our
interaction with key opiuon leaders i the retinal research field Importantty
our relatonships also helped to secure funding to pnme an early stage
pre-clirnical ocular portfoho at Oxford BioMedica

In November 2003 the FFB agreed to fund pre-clhirucat proof-of-pnnciple
studigs for RetinoStat® in wet AMD This was followed by an agreement with
the National Neurowvision Research Institute (NNRI) the translational research
arm of FFB 1 October 2006 to fund the development of a portfolio of ocular
gene therapy products with StarGen™ as the lead product in Stargardt disease
Thus funding, onginally led by Paul Manming a director of the NNRI was
extended in February 2009 to support the continuing development of
StarGen™ Following several acadermic publications which raised awareness
and supported the LenuVector® platform and Dr Alhkmets work we were
delghted to secure a partnership wath a large pharmaceutical developrment
partner Sanofi commutted US$50 rmulkon n Apnl 2009 to bnng RetinoStat®
StarGen™ and two other pre-chrucal ocular gene therapies (UshStat®

for Usher syndrome type 1B and EncorStat® for correal graft rejection)

nto Phase I/l chirucal development

Since Aprl 2009 we have made outstanding progress in bnnging these

novel gene therapies to patients In November 2010 the US Food and Drug
Adrmurustration (FDA) approved our Investigational New Drug (IND) application
for RetincStat® which resulted in the rutiation of the first US chinical study
using our LentiVector® platform technology i January 2011 Within 12 months
the FDA also approved the StarGen™ and UshStat® IND applications and the
first-ever gene therapy chmcal tnals in Stargardt disease and Usher syndrome
type 1B are now underway

The wruthation and development of three ground-brealang Phase I/1i ocular
gene therapy studies 1s not only a histonc milestone for Oxford BioMedica
and all those involved but 1s also of great signifiicance to the held of
ophthalmology - particularly m orphan indications such as Stargardt disease
and Usher syndrome type 1B for which there are currently no approved
treatments We are particularly excited by the future potental of our
LentiVector® platform technology which could enable us to swap the genetic
cargo whilst keeping the same manufactunng processes thereby creating
multiple opportunities to apply our technology to other retinal dystrophues
If we are successful with StarGen™ and UshStat® we should be pnmed

and ready to go wath the next corrective gene therapy approach

We continue to work closely with our current partners and cliruclans,
academic institutions chantable orgarusations and leaders in the field
With four products partriered with Sanofi, our glaucoma collaboraton with
Mayo Chnic and the potential to explore new opporturities we reman
extremely encouraged by the potential in our ocular portfolio

Dr Stuart Naylor
Chief Saientific Officer
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With great support from the FFB,
we were able to put together a very
productwve collaboration We have
strong expenence in genetics and
pre-climcal moedels at Columbia
Unaversity, and Oxford BioMedica
provided us wath the lentiviral
vector expertise and platform
technology Working together,

1 believe this group of people

was the mamn reason for success,
everybody contnbuted what they
knew best and altogether it has
worked out beautifully

Dr Rando Alhianets
Columbia University

The Foundation s proud to have
played a pivotal partnenng role

n advancing these novel ocular
therapies nto chinical development
We are delighted by the excellent
reports coming from Oxford
BioMedica's ongoing clinical studies
for retinal degenerations and are
pleased to have worked so closely
with the group throughout the
stages of development to date Such
ploneermg clinical development
efforts hold great promase for saving
and restonng the vision for milhions
of patients worldwide

Dr Stephen Rose

Chief Research Officer at the
Foundation Fighting Blindness
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Financial Review

2011 was a year of signuficant
operational progress for Oxford
BioMedica, and included the raising
of £20 milhon before expenses

n a placing and open offer which
closed on 10 January 2011 and the
purchase and commissionmg of

a manufactunng facility in Oxford

Tim Watts
Chief Finanaial Officer

Cash burm n 2011 was £16 5 rmlion, cormpared to £13 0 million in 2010 and
the total of cash, cash equivalents and currerit inancial assets at 31 December
2011 amounted to £14 3 rrulhion {2010 £12 3 mullton)

Revenue in 2011 of £77 milion was £3 4 million lower than in 2010 pnmanly
because R&ED funding from Sanof for the ocular programme was reduced

as the external programme costs were lower in 2011 by £2 7m Revenue was
further reduced n 2011 compared with 2010 because 2010 included £06 rmillion
one-off icense mncome Cost of sales in 2011 was £0 6 mulion compared

with E0 6 muthon credit in 2010 which was due to the release of a provision
Non-exceptional operating expenses of £18 5 mullion were £1 3 rmithon lower
thanin 2010 The lower ocular programme costs were offset by £10m start-
up and comrmusstoning costs at the manufactunng facihty that was acquired
In February 2011 There was a further £3 1 milion exceptional impairrnent

of ntangble assets 1n 2011 (2010 £3'9 milhon) as the divestment of Hi-8° MEL
did not secure a purchaser The net loss after exceptional iterns in 2011 was
£12 6 milhon, compared wath £103 milhon in 2010

Revenue £7,718,000 (2010 £11,153,000)

2011 2010 2009 2008 2007
£000 £ 000 £ 000 £ 600 E 000
Ocular collaboration revenue 7316 10286 6224 - -
TroVax® collaboration -
non-excephonal revenue - - 2609 18064 6970
Pnrme-boost techneology
hicence revenue - 648 - - _
Technolegy licences
& other revenue 402 219 198 330 249
Total non-exceptional
revenue 7718 11,153 9,031 18,394 7.2159
TroVax® collaboration —
exceptional revenue - - 10089 - -
Total revenue 7718 11,153 19,120 18,394 7,219

The bulk of the Groups revenue i 2011 15 generated by the ocular collabo-
ration wiath Sanoft which was trutiated in Apnl 2009 The collaboration has two
elements a non-refundable upfront payment of US$26 mulhon (E16 6 rmithon)
which was recewved n 2009 and R&D funding of up to US$24 rmilhion which
s recewvable over the currerit phase of the collaboration Revenue recogrused
m 2011 for this collaboration compnsed £4 7 milion n respect of the upfront
payment {2010 £47 mithon) and £2 7 milion of R&D funding (2010

£5 6 rulhion) Deferred ncome of £4 6 milhon 15 expected to be recogrused

m 2012 and 2013 The RED funding component was lower in 2011 because
external programme costs were lower than in 2010 Revenue was further
reduced in 2011 because there was a one-off £0 6 millon receipt in 2010

m respect of the pnme-boost technology license wath Emergent BioSolutions

Cost of sales £555,000 {2010 credu of £593,000)

2011 2010 2009 2008 2007
£ 000 £ 000 £ 000 £ 000 E 00O
Royalty payable on thard
party hicenses
Non-exceptional cost/
{credit) of sales 555 {593) {90) 1295 449
Exceptional cost of sales - - 527 - -
Total cost of sales 555 (593) 437 1,295 449

Cost of sales 1s the royalty payable to third party licensors attnbutable to
upfront and milestone payments that are recogrused as revenue In 2010 a
provision of £1 1 mithon was released following re-negotiation of the hcence
wath Cancer Research Technology (CRT) covering the 5T4 cancer antigen
Dependent on certan future commercial milestones that relate to the
partnenng development and approval of TroVax® up to £1 1 mithon could
become payable to CRT A further wnte-back of £0 5 milhon was made

in respect of thus icence 1n 2009 recognsed wathin non-exceptional cost

of sales following a reduction in the estimated royalty rate

Oxtord Biomedica plc Annual Report and Accounts 2011 3




Financial Review

Operating expenses before exceptional items £18,521,000
(2010 £19,850,000)

2011 2010 2009 2008 2007
£ 000 £000 £000 £ 000 £000

Non-exceptional research and

development costs 14710 15931 14889 22482 22142

Neon-exceptional

admiristrative expenses 3811 3919 6056 3840 4282

Total non-exceptional

operating expenses 18,521 19850 20,955 26,322 26424

Non-exceptional operating expenses were £1 3 rmallion tower than 2010
at £18 5 milhon, pnncipally due to lower R&D costs

Research & development costs (pre-exceptional) £14,710,000
(2010 £15,931,000)

2011 2010 2009 2008 2007
£000 £000 £ 000 £000 £ 000

External pre-chrucal

& chrical costs 4766 7077 6328 13397 11,833

In-house RED costs UK 9128 7752 8138 8660 9848

In-house R&D costs USA 366 403 433 425 461

Amortisation of intangibles 450 699 - - -

Total non-exceptional

research & development

costs 14,710 15931 14,899 22482 22,142

R&D costs compnse external costs (pre-climcal studies GMP manufacturng
regulatory costs and cirucal tnals) mn-house expenditure {staff R&D con-
sumables intellectual property factities and depreciation of R&D assets)

and amortisation of intangibles External pre-chrucal and chmceal costs in 2011
were lower than 2010 by £2 3 milkon pnmanly due to lower ocular programme
costs in 2011 but this was offset by £1 4 rlion higher in-house UK R&D due
mamnly to the start-up and commussiorung costs of the manufactunng facility
which was acquired in February 2011 External clinical and pre-chimical costs
from 2006 to 2008 were ugh due to TroVax® development particularly the
TRIST study In 2009 and 2010 the balance of expenditure shifted away from
TroVax® to ProSavin® and the ocular programme which 1s funded by Sanofi

Admanistrative expenses (pre-exceptional) £3,811,000 (2010 £3,919,000)

2011 2010 2009 2008 2007
E 000 £ 000 £ 000 £ 000 £ 000
Administrative staff costs 2072 1977 2815 2016 1958
Legal costs 201 270 1411 867 852
Other admiristrative expenses 1,538 1,672 1830 957 1,472
Total non-exceptional
admirustrative expenses 3,811 3,919 6,056 3,840 4,282

Non-exceptional adrministrative expenses of £3 8 million in 2011 were shghtly
lower than 2010 due mainly to lower employment costs including the charge
for share options Legal costs charged to the income statement reduced from
£14 million in 2009 to £03 mulion in 2010 largely due to the costs in 2009

of defending patent htigation brought by Bavanan Nordic Other adrmmstrative
expenses 1n 2008 and 2009 were distorted by foreign exchange gains (2008)
and losses (2009)
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Oxtord BioMedica plc

Headcount

2011 2010 2009 2008 2007
Numnber Number Number Nurber Number

R&D headcount (year end) 87 65 53 64 69

Admunustrative headcount

{year end) 11 10 12 12 13

Total headcount at year end 98 75 65 76 82

RE&D headcount

{average for the year} 76 62 58 73 68

Adrministrative headcount

{average for the year) 10 11 11 12 12

Total headcount

{average for the year) 86 73 69 85 80

Dunng 2011 staff numbers increased, dnven mainly by the need to staff the
new manufacturnng faciity Since the year end management has conducted
a review of staffing needs following which headcount 1s being reduced by
16 including the closure of the US office

Exceptional operating expenses £3,136,000 (2010 £3,949,000)

2011 2010 2009 2008 2007
£000 £000 £ 000 £000 E£000

Research and

development costs

Ansing on terrmnation

of the TroVax® collaboration - - 676 - -

Provision for TRIST study

close-out - - 2202 - -

Wnte-off re planned Quasar

chrucal tnal - - 514 - -

Impairrment of intangible assets 3136 3549 - 4561 -

Total exceptional research

and development costs 3,136 3,949 3,392 4,561 -

Adrmirustrative expenses

Ansing on terrmination

of the TroVax® collaboration - - 169 - -

Restructunng costs - - - - 335

Total exceptional

admirustrative expenses - - 169 - 335

Total exceptional

operating expenses 3,136 3,949 3.561 4,561 335

Anampairment charge of £3 9 millicon relating to Hi-8® MEL and two smaller
technology assets was recognised in 2010 In 2011, at the conclusion of a
dwvestment process which did not secure a partner for Hi-8° MEL, the residual
carmying value of £3 1 milicn was wntten off Exceptional costs in 2009 related
to the terrrunation of the TroVax® collaboration wath Sanofi, and the revision
of the development strategy for TroVax®
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Financial Review

Finance income £136,000 (2010 £207,000)

2011 2010 2009 2008 2007
£000 £000 £ 000 £000 £000
Interest recewvable - bank 144 213 642 1661 2113
Other interest recevable - 9 27 1 4
Interest payable -
discount on provisions (8} (14) (10) (19) 30)
Other interest payable - (1) (23} (5) -
Net inance ncome 136 207 636 1,638 2,087
Average balance on deposit
m the year 11,380 16375 24549 28941 37731
Average rate of interest
on deposits 075% 129% 261% S73% 558%

The Group places its cash in bank deposits for penods of up to 12 months
and generates interest on those deposits The matunty profile of deposits 15
ntended to match planned expenditure Lower net interest receivable in 2011
reflects lower interest rates and a lower amount of funds on deposit The
dramatic fall in market rates from the end of 2008 had a full-year effect m 2010
when the average return on deposits was just 129% The Group has no debt
but s recogrusing as a fmance expense the discount on a lease provision

and a dilapndation provision

Tax credit £1,671,000 {2010 £1,514,000}

2011 2010 2009 2008 2007
£000 £ 000 £000 £000 E£000

UK R&D tax credit ~

current year 1641 1331 1650 2119 2526

UK RE&D tax credit -

prior year adjustment 87 239 - (72) -

Overseas tax payable -

current year {58) 70} (61} (59 (60}

Overseas tax payable —

pnor year adjustment 1 14 {10) 4 {14)

Net tax credit 1,671 1,514 1,579 1,992 2,452

Debtor for RED tax credit 1641 1331 2269 2119 2623

Oxford BiroMedica s UK operating subsidiary 1s entitled to clarm a R&D tax
crecht which 1s payable \n cash to the Company The credit 1s based on
certain ehgible expenses to which a mark-up of 100% (75% before 1 Apnl
2011) and a tax rate of 12 5% (14% before 1 Apnl 2011} are applied, restricted
where appropnate to the lower of UK payroll tax (Income Tax and National
Insurance) and Corporation Tax losses The rermbursement of R&D costs by
Sanoh reduces the net elgible expenses for R&D credu As part of its policy

to support Smalt-and Medium-sized Enterpnses (SMEs) the Government

has increased the mark up from 75% to 100% from 1 Apnl 2011 and has stated
that 1t intends to ,ncrease it further to 125% from 1 April 2012 The increase

n the mark up frorm 1 Apnl 2011 has resulted 1in anincreased tax credit in 2011
compared with 2010 The Groups US subsidiary supphes senaces to the UK
subsidiary subject to a fixed mark-up Interest 1s charged by the subsichary

at statutory rates for an inter-company loan This generates a low level of
taxable Income in the USA
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Loss for the financual year before exceptional items £9,495,000
{2010 £6,341,000)

Loss for the financial year including excephional wtems £12,631,000

(2010 £10,290,000)

Before exceptional iterms the higher net loss in 201115 attnbutable pnncipally
to the £1 1 million credit in cost of sales n 2010 and the £06 mallion hicense
ncome m 2010 from Emergent BioSolutions, neither of which were repeated
n 2011 and the £1 0 mulhion start-up and commussiomng costs of the new
manufactunng facility

Intangible assets £3,106,000 (2010 £6,683,000)

Intangible assets at 31 December 2011 were £3 6 milhon lower than 2010
due to the recogrmition of an impairment charge (classified as an exceptional
research and development cost) of £3 1 milhion and amonisation (classified
as a non-exceptional research and development cost) of E0 5 milion

Property, plant and equipment £4,213,000 (2010 £580,000)
Property plant and equipment is £3 6 muthon greater in 2011 than 2010 because
of the purchase and re-furbishment of the new manufactunng facihty

Trade and other recewvables £2,800,000 (2010 £4,795,000)

2011 2010 2009 2008 2007
£000 £ 000 £000 £000 £000
Trade recewables 154 394 88 106 91
Accrued incorme 33 1366 1.925 - 34
Other costs recoverable
from Sanofl - - - 3913 109
Cther receivables 1114 217 448 814 1434
Prepaid chiicatl tnal expenses 493 368 70 790 969
Prepaid royalty on deferred
mcome - S92 1465 870 1330
Prepaid costs of share 1ssues - 777 - - -
Other prepayments 1,006 681 632 812 705
Total trade and other
receivables 2,800 4,795 4,628 7.305 705

Trade and other receivables at 31 December 2011 were sigruficantly lower
than at 31 December 2010 because the 2010 balance included £07 milhon
prepatd costs of the January 2011 share 1ssue as well as £1 4 milhon

(2011 E33 000) accrued ncome 1n respect of R&D funding recoverable
from Sanoft
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Trade and other payables £3,226,000 (2010 £3,923,000)

2011 2010 2009 20008 2007
£ 000 £000 £000 E 000 £000

Trade payables 1200 1277 1,965 3298 2,948

Accruals — share 1ssue costs - 525 - - -

Accruals — other 1865 1982 5400 7124 6191

Other taxation and

social secunty 161 139 304 136 418

Total trade and

other payables 3,226 2.923 7669 10,558 9,557

Trade and other payables reduced in 2011 because the 2010 balance included
accrued share wsue costs which had been ncurred i 2010 ahead of the

January 2011 share 1ssue

Deferred mcome £4,556,000 (2010 £9,402,000)

2011 2010 2009 2008 2007
E 000 £000 £000 E 000 £000

Ocular deferred income

{current} 4262 5121 4665 - -

Ocular deferred income

{non-current) 170 4201 9024 - -

Other deferred income (current}) 124 80 76 119 90

TroVax® deferred income - - - B 324 18 823

Total deferred income 4,556 9,402 13,765 8,443 18,913

Deferred revenue reflects payments recewved under licensing agreements that
exceed the amount of recognised revenue The initial receipt n 2009 from the
ocular collaboration with Sanof 1s being recognised as revenue over a penod

of 42 to 51 months



Oxtord BioMedica plc

Share tssues

At the start of 2011, the Company had 544 875 557 shares in 1ssue

On 10 January 2011 the Company 1ssued 400000000 new ordinary shares
n a placing and open offer raising £20 0 rmilhion before expenses Expenses
of £0 8 million were mcurred dunng 2010 in respect of this share issue
ncluded in prepayrments at 31 December 2010 and charged to the share
premium account in 2011 Further costs of £0 8 rmilhion were incurred

1n closmg the share 1ssue in 2011 At 31 December 2011 the Company

had 944 875 557 shares 1n 1ssue

Cash, cash equivalents and available for sale investments £14,335,000
{2010 £12,256,000)

Cash burn £16,488,000 (2010 £13,038,000)

The total of cash cash equivalents and available for sale Investments at

the end of 2011 was £14 3 million Cash bum 1s the aggregate of cash from
operating activities proceeds of sale of property plant and equipment and
fixed asset investments purchases of property plant and equipment and
intangible assets and interest received It was £16 5 rmillion in 2011 compared
to £13 0 million in 2010 Cash used 1n operations in 2011 was £14 3 million

£1 0 mullion less than in 2010 but the 2011 tax credit recewved was £1 1 mulhion
lower than in 2010 and 2011 also included the £3 1 million purchase and
refurbishrment of the manufacturing site

Financial outlook

There has been good operational progress for Oxford BroMedica throughout
2011 and n particular the ocular programmes 1n collaboration wiath Sanoh
are progressing well We have successfully commussioned the propnetary
manufactunng faciiity to support our core programmes Subject to recening
MHRA approval this facility should generate sigrificant cost savings by
increasing operational and financial eficiencies and provides the opportunity
for the Company to become the LentiVector® platform suppher of chowce

for its current and future partners

We have sufficient financial resources to fund the business until Q1 2013
However this does not take into account potential rmilestone payments should
Sanofl choose to exergise 1ts options for the ocular products dunng 2012 nor
does 1t factor in potential revenue from partnenng deals for ProSavin® and
TroVax® Qur aim 15 to ensure that Oxford BioMedica 1s an efficient focused
and resihient organisation and until we reach sustainable profitabiity we will
cantinue to stnke a balance between growing the Company whulst also being
careful wath costs Having recently reduced the Company s cost base Oxford
BioMedica has tight fiscal controls in place We continue to seek to leverage
the value of our intellectual property through strategic partnerships and our
growth and success will also come from future corporate actvity We also
continue to review our options in terrs of how best to finance the Company
to allow us to achieve our strategic aims
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The Board of Directors
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01 Nick Rodgers

Non-executive Charman

Nick Rodgers age 53 was appointed
to Oxford BioMedicas Board in March
2004 and was appointed Charman
m May 2011 Mr Redgers is a former
mvestment banker wath considerable
experience in the hfe saences sector
He 15 now Chief Executive of Ipso
Ventures plc an intellectual property
commercialisation business having
been Head of Life Sciences and
joint-Head of Corporate Finance

at Evolution Beeson Gregory until
December 2003 Mr Rodgers jomed
Beeson Gregory in 1989 from
accountants Emst & Young having
atso worked in the hsting department
of the London Stock Exchange

He 15 Chairman of Oxford BioMedicas
Audit and Nommatton committees

02 John Dawson

Chief Executive Officer

John Dawson age 52 jowned Oxford
BioMedicas Board as a non-executive
Director on 1 August 2008 He was
then appointed Chief Executive Officer
on 13 October 2008 having served

as Acting Chuef Executive Officer since
29 August 2008 From 1996 to 2007
Mr Dawson held serior management
positions in the European operations
of Cephalon Inc including from 2005
a management board position as
Chief Financial Othcer and Head of
Business Development Europe In his
urme at Cephalon he led many of the
deals that bult the European business
to over 1000 people taking the
business from having no sales in 1998
to reverwe of several hundred rmilhon
US dollars In 2005 Mr Dawson led
the US$360 milion acquisihon of
Zeneus by Cephalon Between 1991
and 1996 he was Director of Finance
and Admurustration of Serono
Laboratones {UK) Limited




03 Tim Watts

Chiet Financial Officer

Tim Watts age 54 joined Oxford
BioMedica and the Board in
February 2012 He has over 30 years
expenence n leading multinational
and entrepreneunal businesses

Mr Watts qualified as a chartered
accountant, beqmnrung fus career with
Coopers & Lybrand before mowing to
H J Heinz, the focd producer In 1985
he jomned ICI mhally in the corporate
headquarters and from 1990 n the
pharmaceuticals diviston eventually
nsing to be Finance Director of the
Zeneca Pharmaceuticals business
Following the merger of Astra and
Zeneca Mr Watts becarme Group
Financial Controller of AstraZeneca
PLC mn 2001 In 2007 he left
AstraZeneca to become Chief
Financial Officer at Archimedes
Pharma Mr Watts has a proven track
record in the industry including
managing corporate transactions
MEA activity fundraising and
strateqic implementation

04 Dr Stuart Naylor

Chief Scientithc Officer

Dr Stuart Naylor age 49 jomned
Oxford BioMedica in 1997 and

was appointed to the Board in July
2008 He established an intemational
reputation at two world class

cancer institutes, the Impenal Cancer
Research Fund and the Institute of
Cancer Research Dr Naylor s career
has covered many aspects of tumour
bology from 1its molecutar basis to
the chruc He has published numerous
pnmary and review articles notably
in the field of cytokine research and
bnngs with hum an extensive network
of collaborators in many aspects of
basic research and climical oncology

Oxtord BioMedica plc
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05 Peter Nolan
Executive Dwrector and Serior Vice

07 Dr Paul Blake
Non-executive Dhrector

President Commercial Development
Peter Nolan age 59 was apponted
to Oxford BioMedicas Board in May
2002, hawvang been a seruor member
of the Company since its foundation
Hes also a Dwrector of the UK
BioIndustry Associaton and s a

past Chairman of the Oxfordshire
Bioscience Network Prior to joirung
Oxford BioMedica Mr Nolan served
as Head of the Biotechnology Urut

at the UK Department of Trade &
Industry for eight years In that role
he was responsible for establishing
and managing complex collaborative
research programmes invobang
industry research councils and other
government departments Previously
Mr Nolan held servor posiions in the
Laboratory of the Government
Chermust and also the Metropolitan
Pechce Laboratory in London where
he was a seror forensic scientist

06 Dr Andrew Heath

Deputy Chayman and

Seruwor independent Director

Dr Andrew Heath age 64 was
appointed to Oxford BioMedicas
Board n January 2010 and was
appomnted Deputy Chawrman and
Seruor Independent Director in May
2011 Dr Heath 13 a healthcare and
biopharmaceutical executive with
in-depth knowledge of US and UK
capital markets and ntematonat
expenence in marketing and sales
R&D and business development

He was Chuef Executive Officer

of Prothencs ple from 1897 to 2008
taking the Company from 30 to
350 staff and managing its eventual
acquisition by BTG for £220 rmulhon
Prior to thas Dr Heath was President
and Chief Executive Officer of
Aerogen Inc and previously held
senior positions at Astra AB and
Astra USA, including Vice President
Marketing & Sales, and at Glaxo

Sweden as Associate Medical Director

He 1s currently a non-executive
director of XL TechGroup Inc
Anew Inc Pioneer Technelogy Inc
and 1s a director of the Biolndustry
Association
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Dr Paul Blake age 63 was appointed
to Oxford BioMedicas Board in
January 2010 Dr Blake has over 30
years ntemational pharmaceutical/
biotech expenence and s currently
Semor Vice President and Chief
Medical Otficer of £tema Zentans
Inc, a global biopharmaceutical
company focused on oncology

and endrocnne therapy From 2001
to 2006 he held sentor managerment
positions at Cephalon Ine including
executive vice president Worldwide
Medical & Regulatory Operations from
2005 Dr Blake's previous positions
include semor vice president and
medical director Chirucal Research
and Development at SmuthKhne
Beecham Pharmaceuticals He gained
fus medical degree from the London
Uruversity Royal Free Hospital

Dr Blake 1s Chawman of Oxford
BioMedicas Remuneration Commuttee




Principal Risks and Uncertainties

Risk assessment and evaluation 1s an mtegral

part of Oxford BioMedica's planrung Most of the
Company's nsks and uncertamties are common to

all development-stage biopharmaceutical companes
Where possible, the Company's strategy 1s designed
to manage and mitigate these 1ssues The Board has
overall responsibility for the Group's systems of nsk
management and mtemnal control The management
structure of the Group allows the Executive Directors
to be personally involved in all matenal aspects of nsk
assessment, management and mitigation The Board
members have relevant qualhcation and expenence,
and they have access to extemal resources where
required The Board meets regularly and frequently
enough for the full Board to stay informed in a timely
manner and to oversee this activity The followang are
the principal nsks and uncertainties facing the business

Intellectual Property and Patent Protection Risk
Oxford BioMedicas commercial success depends
amongst other things on maintairung propnetary nghts
{o1its products and technologies and the Board gwves high
prionty to the strategic management of the Company s
intellectual property portfoho There can be no assurance
that Oxford BioMedicas products and technologies

are adequately protected by ntellectual property If
proceedings are nitated against the Company’s patents
the defence of such nghts could mvolve substantial
costs and an uncertain cutcome

Thrd-party patents may emerge containing clams that
impact Oxford BiroMedicas freedom to operate There can
be no assurance that the Company will be able to obtain
hcences to these patents at reasonable cost 1f at all, or be
able to develop or obtain altemative technology Oxford
BioMedica aims to preserve the confidentiality of its
technology Where copynght design nght and/or ‘know
how" protect the Company s products or technology
there can be no assurance that a competitor or potental
competitor will not independently develop the same
product or technology

Rights of ownership over and nghts to licence and

use mtellectual property depend on a number of factors
including the arcumstances under which the intellectual
property was created and the provisions of any agreements
covenng such inteltectual property There can be no
assurance that changes to the terms within icense
agreements will not affect the entitlement of the Company
to the relevant intellectual property or to hcense the
relevant intellectual property from others

Pre-clinical and Clinical Development

Oxford BioMedica currently has iive products in active
clirucal tnals ProSavin® TroVax® RetinoStat® StarGen™
and UshStat® Results of pre-climical studies are not
necessanly indicative of results that may be obtained
in chrucal tnats The projected timetables for continued
development of the technologies and related product
candidates by the Company and/or 1ts partners or
heensees may be otherwase subject to delay or suspension
There 15 a nsk that the {allure of any one product
candidate could have a significant and sustained
adverse impact on the Company s share pnce
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Furthermore there 1s a nsk that the failure of one product
candidate 1n chinical development could have an adverse
effect on the development of other product candidates
or on the Company s ability to enter into collaborations in
respect of product candidates or to raise additional funds

Safety and Regulatory Risk

The clinical development and marketing approval of
Oxford BioMedicas product candidates are regulated by
healthcare regulatory agencies such as the FDA, EMA,
AFSSAPS and MHRA, 1n respective temtones The Company
must conduct pre-chirucal studies and clirucal tnals for
each of its product candidates to demonstrate safety and
efficacy however there can be no assurance that the
data collected will be sufficient to satisfy the relevant
regulatory authonties In addition, the continuation of a
particular study after review by an independent data
safety morutonng board or review body does not
necessarily indicate that all cirucal tnals wali ultimately be
successfully completed

Dunng the development stage regulatory reviews of
chirucal tnal apphications or amendments can prelong our
anticipated development timelines Surularly there can be
no assurance of gaiing the necessary marketing approvals
to commercaalise our products Each regulatory authonty
may Impose 1ts own restrictions on the product s use

or may require additional data before granting approval

Safety or efficacy 1ssues may anse at any stage of the drug
development process Adverse or inconclusive results
from pre-chnucal testing or chrucal tnals may substantally
delay or halt the development of Oxford BioMedicas
product candidates, consequently affecting the Company s
tmelines for profitability If requlatory approval 1s obtained,
the product and manufacturer will be subject to continual
review and there can be no assurance that such an
approval will not be withdrawn or restncted

Collaberation and Thard-party Risk

Collaborations and licensing are an important component
of Oxford BioMedica's strategy to realise value and manage
nsk The Company s dependent on the successful
outcome of relationships wath outside parties as part of
research, development manufacture commeraalsation
and marketing of products There can be no assurance
that the Company s existing relationships will not be
terminated or require re-negotiation for reasons that may
be unrelated to the potennal of the programme

Curcumstances may also anse where the failure

by collaborators and thard parties, such as contract
manufacturers to perform therr oblgations in accordance
wath cur agreements could delay or halt entirely
development production or commercialisation of our
products or adversely impact our cash flows Currently
the Company s most important collaborators are Sanofi
and Phzer [f the relatilonship with either of these parties

15 adversely affected Ondord BioMedicas development
programme may also be adversely impacted
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Pharmaceutical Pricing and Government Risk

The ability of Oxford BiroMedica and its partners

to cormmercialise therr products may depend on the
availability of reambursement from govermment heaith
admurustration authonties, pnvate health coverage
nsurers and other organisations There 1s no assurance
that adequate retmbursement wall be avatable or that
satisfactory pnce levels wall be reached

If satisfactory pnicing cannot be obtained, the Company's
future profitability would be adversely affected [n addiion
there 15 increasing pressure by certain govermments to
contain healthcare costs by imiting both coverage and
the level of reimbursement Based on pre-clirucal studies
Oxford BioMedicas LentiVector® platform product
candidates have the uruque potential to prowvide permanent
therapeutic benefit from a single adrmustration The
pncing of these therapies will depend on assessments

of their cost-benefit and cost effechiveness

All govemments reserve the nght to amend their pohicies
n relation to the full partal or non-reimbursernent of
the pnce of pharmaceutical products These policies are
subject to change at any ume 1n any country and can
mmpact profoundly upon the pharmaceutical industry

as a whole or in part

Competition Regulation and Risk

Oxford BioMedica 1s subject to UK and EU competition
law which may impose fines on compartes which
enter \nto agreements that restnct competition in the
EU e g Wicenses or patents which restnct competion
The Company's competitors and potential compettors
include major pharmaceutical and biotechnology
comparnies who may have supenor research and
development capabilittes drugs manufactunng
capability or marketing expertise

Through the Company s collaborative strategy Oxford
BioMedica aims to work with leading comparues in
respective therapeutic areas However there can be

no assurance that competitors will not succeed in
establishing supenor propnetary positions and developing
products and technologies that are more effective

or economic than the Company s

Financial Rask

The Company 1s of the opirion that taking nto account
existing cash balances the Group has suficient working
capital for its present requirements Oxford BioMedicas
future capital requirements to support operating actmvties
and to implement Oxford BroMedicas business strategy
are not yet known and will depend inter alia on the
amount of new commercial funding that it can generate

Ondford BioMedica's strategy 1s to add value to its pnonty
n-house programmes by investing in further development
The Company aims to offset operating costs through
partnenng and other licensing mcome Under the terms
of the Company s current collaborations the receipt

of further income s dependent on the achievement of
specific milestones related to development, regulatory

or commercial progress Simiarly the trmeng and
magrutude of ncome from new collaborations

1s inherently unpredictable
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it 1s possible that the Company may require additional
financing for the future operation of its business, inctuding
further equaty funding as appropnate where dilution to
the then existing Shareholders may result The level and
timung of future expenditure will depend on a number

of factors many of whch are currently outside Oxford
BioMedicas control There 1s no certainty that adequate
financial resources will be available on a tmely basis

Staff Risk

White Onford BioMedica has employment contracts wath
all of 1ts personnel, the retention of theirr services cannot
be quaranteed Recruiting and retaiming key management
and scientific personnel 1s cntical to the Company s
success The loss of those employees could weaken
Oxford BioMedicas scientific and management capabilities
resutting in delays in the development of its drugs and
wmpactng negatively on the Company s business

Manufactunng Risk

Oxford BioMedicas product cancidates use speciahsed
manufactunng processes for which there are few suitable
manufactunng contractors There can be no assurance
that the Company s current contractors will continue

to make capacity avallable at econormc prices or that
suitable new contractors will enter the rmarket Oxford
BioMedica has taken steps to actively mitigate thas risk
by mvesting in its own manufactunng capability via

the acquisiion of a UK manufactunng facihty in February
2011 There 15 no guarantee that the n-house capability
that the Cornpany 15 seeking to comrmussion will be

able to supply rmatenal for cliracal use on a timely

and cost effective basis

Manufactunng processes that are effective and practicai
at the small scale required by the early stage of chmcal
development may not be appropnate at the higher scale
required for later stages of clinical development or for
commercial supply There can be no assurance that
Oxford BioMedica will be able to adapt current processes
or develop new processes suitable for the scale required
by later stages of ciirical development or commeraial
supply 1n a timely or cost-effective manner nor that the
n-house facility or external contractors will be able to
provide sufficient manufactunng capacity when required

Gene Therapy Risk

No gene-based medicines are currently approved for
sale in the USA or EU The commeraial success of Oxford
BioMedicas products will depend, 1n part on acceptance
by the medical communty and the public Furthermore
specific regulatory requirements over and above those
imposed on other proeducts apply to gene therapy and
there can be no assurance that additional requirements
will not be imposed i the future Ths may increase

the cost and time requared for successful development
of the Company s products
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Corporate Governance

Application of the pnnciples n the UK

Corporate Governance Code (the “Code™)

The polcy of the board 1s to manage the affairs of
Oxford BioMedica to the hughest standards of corporate
govemance and in accordance with the pnnaiples of
good govemance and the code of best practice as set
out nthe Code A copy of the code 15 available from
www frc org uk

The board considers that 1t has comphed throughout
the year with the provisions of the Code unless otherwise
ndicated below

Compliance with the provisions of the Code

The Board

Oxford BioMedhca 1s led and controlled by a board
consisting of a chairman two non-executive directors
and four executive directors Between January 2011 and
May 2011 there had been a total of four non-executve
directors On 5 May 2011 Dr Alan Kingsman (Chairrman)
left the Board, at which time Nick Rodgers (Deputy
Chairman and Seror Independent Director} became
Chawrman On 24 May 2011 Dr Alex Lews {(non-executive
Director) left the Board to take up a management posiion
wath the Company as Director of Corporate Activities and
Strategy On @ February 2012 Andrew Wood stepped
down from the Board and was replaced on that date as
Chief Financial Officer and Company Secretary by Tim
Watts As set out in their biographies on pages 40 to 41
the Directors have significant expenence of the
management and development of a biopharmaceutical
group and of pharmaceutical research and the new

drug development process There is a clear dmsion of
responsibiities set out m wnting between the Chamman
and Chief Executive Officer The Board considers that the
non-executive Directors are independent of management
All Directors have access to adwvice and seraices of the
Company Secretary who 1s responsible to the Board for
ensunng that board procedures are complied with The
appointment and removal of the Company Secretary1s a
matter for the Board as a whole to consider The Charman
has no significant external commercial comrmitments
that would impact the performance of hus duties
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Provision A 3 1 of the Code recommends that the
Chairman should meet the iIndependence cntena

on appointment and that a Chief Executive Officer
should subsequently be appointed as Chairman

This recommendation 1s comphed with by the present
Chairman Nick Rodgers who was appointed on 5 May
2011 The previous arrangement did not meet the
recommendation as Dr Alan Kingsman who was
Chairman until 5 May 2011 had previously been the
Chuef Executive Officer Dr Alan Kingsman also held share
options and leng term incentive plan awards that had
been granted when he held executive positions which
was contrary to the requirements for independence
Notwithstanding this provision B 12 of the Code winch
recommends that a small company should have at least
two ndependent non-executive Directors, has been fully
met throughout the year

Board meetings

The Board meets regularly and at least eight times per
year with meeting dates agreed for each year in advance
There 1g a formal schedule of matters reserved to the
Board for its decision The schedule covers seruor
appointments business strategy and budgets substantial
transactions contracts and comrmtments, fmancing
treasury and nsk policies and the approval of certain
documents and announcements including the annual
report There is frequent contact between executive and
non-executive Directors Each Director 1s provided wath an
appropnate inducticn on appointment and 1s supplied on
a umely basis wath financial and operational information
sufficient for the Board to chscharge s duhes All Dwectors
have access as required, to ndependent professional
adwvice Dunng 2011 there were 10 board meetings

The attendance of indvidual Directors at board meetings
was as follows

Number  Maximum

Director attended possible
Dr Alan Kingsman'! 1 3
Dr Paul Blake 10 10
Dr Andrew Heath 10 10
Dr Alex Lewns? 4 4
Nwck Rodgers 10 10
John Dawson 10 10
Dr Stuart Naylor 10 10
Peter Nolan 9 10
Andrew Wood? 9 10

1 Dr Alan Kingsman resigned from the Board on 5 May 2011
2 Dr Alex Lewts resigned from the Board on 24 May 2011
2 Andrew Wood resigned from the Board on 9 Febnuary 2012

As required the Charman holds meetings wath
non-executive Directors wathout the executive Directors
n attendance




Board commuttees

As appropnate the Board has delegated certain
responsibiities to board commttees which operate
wathin defined terms of reference and constituton
There s a Remuneraton Commutiee the report and
membership of which s set out on pages 53 to 58

The Remuneration Committee met five imes in 2011
All meetings were attended by all cornrmttee members

Audit Commuttee

There 1s also an Audit Committee, which comprises two
non-executive Directors Nick Rodgers (Chatrman) and
Dr Andrew Heath Up to 24 May 2011 Dr Alex Lews was
also a member of the commttee The Board considers
that both members of the Audit Commuttee possess
recent and relevant financial expenence The Audtt
Commuttee has wntten terms of reference which have
been published on the Company's website It momnitors
the ntegnty of the financial statements of Oxford
BioMedica and any formal announcements relating

to the Company s financial performance, reviewing
significant financial reporting judgements contained

n them It reviews nternal financial controls and

the internal control and nsk management systems

It makes recommendations to the Board, for it to put
to shareholders for thewr approval in general meeting
n relation to the appontment re-appointment and
removal of the external auditors and approves

the remuneration and terms of engagement

of the external auditors

Prowvision C 3 1 of the Code states that the company
Chairman should not charr the Audit Commuittee

When the compositton of Board and us commuttees
was re-organised in May 2011, Nick Rodgers became
company Chairman and retained on a pro term basis
the chair of the Audit Commuttee The Board recogrises
that this arrangement 1 not satisfactory and in the
longer term the ntention 1s to appoint an appropnately
qualified non-executive director whe could chair

the Audit Commuttee

Provision C 3 5 of the Code states that the Audit Commttee
should review the effectiveness of the Company s intermal
audit function Due to the small size of the Company

1t has not been conswdered necessary to have an internal
audit function The Audit Commuittee regularly (at least
once per year) reviews the need for internal audit
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PncewaterhouseCoopers LLP have been auditors to the
Company and the Group stnce 1997 The Audit Commuttee
regularly reviews the relationship wath the auditors and
remains satisfied with therr effeciveness and that they
remain ndependert Accordingly it has not considered

it necessary to date to requure the firm to tender for the
audit work There are no contractual obhgations restncting
the Company s choice of external auditor The incumbent
independent auditors continue to operate procedures

to safequard against the possibility that thew objectmaty
and independence could be compromised This includes
the use of a quality review partner use of a techmcat
review board {where appropnate) and annual
independence procedures including confirmations by

all staff The auditors report to the Audit Committee on
matters inciuding independence and non-audit fees on
an annual basis In addition. the role of the auct partner
15 rotated on a penodwc basis The Audit Commuttee
reviews and monitors the extemal auditors’ independence
and objectivity and the effectiveniess of the audit process
taking into consideration relevant UK professional and
regulatory requirernents The Audit Commuttee 1s adwvised
of and approves all non-audit senaces provided by the
Company s auditors As part of thus approval process

the Audit Committee ensures that the prowviston of non-
audut services wall not impact the auditors objectivity

and independence [t reports to the Board as necessary
dentifying matters in respect of which it considers

that action or improvernent 1s needed,. making
recommendations as to the steps to be taken

Oxford BioMedica has a publc interest disclosure policy
and the Audit Comimittee 1s responsible for reviewing
arrangements by which staff may raise concermns about
possible impropneties At the comrruttee s trovitation or
request the Chief Executive Officer and other Directors
may attend meetings of the Audit Comrmittee The Audit
Commuttee met twice n 2011 wath the Chief Financial
Oftficer present at the commuttees invitation All meetings
were attended by the full commuttee

Nomunation Commuttee

The Nermanation Cormrrittee leads the process for
making appontments to the Board, and compnses the
non-executive Directors and the company Charrman,
who 1s Charrman of the Nommation Committee

The Nomination Commuttee did not meet in 2011
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Corporate Governance

Retirement of Directors

in accordance wath the articles of association at each
annual meeting any Director who was appointed after the
last Annual General Meeting or has served for three years
and one third of the other Drecteors (or if thewr nurmber

15 not a multiple of three the number nearest to but

not exceeding one thurd) retire from office by rotation

Review of performance

Provision B 6 of the Code requires an annual review

of the performance of the Board, the commuittees and the
indimvidual directors During 2011 a comprehensive review
of the executive Directors and sernor management was
camed out in comjunction wath RSA Consulting Limited,
an organisation that 15 independent of Oxford BioMedica
[n July 2011 the Board carned out a wide ranging review
of strategy and management processes ncluding the
effectiveness of the Board The Charman and Semor
Independent Director monitored board performance

and mamtained therr review of the performance of the
comrnittees and the indmvidual Drectors throughout 2011
They considered the performance satisfactory At least
once per year the non-executwe Directors meet under
the leadershup of the Seror Independent Director to
appraise the Chairmans performance

Management committees

The Board retains overall responsibility for and control

of the Company Management 1s conducted by the

Cheef Executive Officer and the executive Directors who
together wath other serior managers form the seruor
management team Executive Directors sit on the
following commuttees and management groups the
Seruor Management Group the execuhive research group
the chinical development group the safety commuttee
the commercial development committee the quahty
comrmmattee and the \nternal patent group By this means
a direct and ongoing ink exists between the deterrmination
of strategy by the Board and the execution of the
Company s pohcies by management and employees

Relations wath shareholders

We attach a tugh prionty to effective commumgcation
with both pnvate and instituttonal shareholders The
arnual report contains a detalled business review and a
descnption of our candidate products and of our research
and development portfollo An intenm busmess review

15 also provided wath the half-year report sent to
shareholders With these documents and the Company s
press releases we seek to present a batanced and
understandable assessment of Oxford BioMedica’s position
and prospects Our website (www oxfordbiomedica co uk)
provides extensive other information about the Company

Ordord BioMedica plc Annual Report and Accounts 2011

The Annual General Meeting (AGM) 1s the pnnaipal forum
for dalogue wath pnivate shareholders A business
presentation s made by the Chuef Executive Officer and
there 15 an opportunity for shareholders to put questions
to the directors At the AGM the Directors serace
contracts or letters of appomntment are available

for nspection

We maintain regular contact wath institutional share-
holders through a programme of one-to-one wisits and
brnefings The Chairman and Seruor Independent Director
have contact with a range of major shareholders to

histen to therr views in order to help develop a balanced
understanding of therr views and concerns In addiion
the Senior Independent Director 1s available to
shareholders if contact through the normal channels

1s iInappropnate or has failed to resolve concems

Internal control

The Dwectors are responsible for Oxford BioMedicas
system of internal control and for reviewing its
effectiveness Such a system s designed to manage
rather than elimunate the nsk of failure to achieve
business objectives and can only provide reasonable
and not absolute assurance against matenal
musstatement or loss As descnbed above the active
mvolvement of the executive Directors in the
management committees allows the Board continually
to morutor and assess significant business operational
financial comphance and other nsks and to review the
effectiveness of intemal control Thisis reinforced by
the prowision to the Board by the executive Directors of
regular and detailed reports covenng inter aha, financing
mvestor relations research and development chrmecal
development financial perfformance commercial
mteractions and inteltectual property management

In addition the Board annually reviews the effectiveness
of all sigrficant aspects of mternal control, including
financal operational and comphance controls and nsk
management The review for 2011 dud not highlight
any matters that require reporting to shareholders

Oxford BicMedica has procedures \n place which
ncorperate the recommendations included in the FRC's
2005 docurnent Internal Control Revised Guidance

for Directors on the Code

Share capital
The wformation about share capital requred by the
takeover directive 15 1n the Directors Report on page 51




Corporate Social Responsibility

Corporate Social Responsibiity {CSR) requires
conswderation of the economc, social and
environmental impacts of our business activihes
The Board recognises the potential benefits of CSR
for the competitiveness of Oxford BioMedica and
encourages a culture of continuous improvement
mn CSR-related 1ssues The Company has set speafic
policies that cover key aspects of CSR and stnves

to operate at the highest level of integnty

Employees

Attracting motivating and retaining a highly skilled
workforce are cntical to Oxford BioMedicas success
The Company s employment policies are based on
guidehnes for best practice They recogrise the nghts
and ensure equal opporturuties for ali employees
without discnrrnation

Oxford BioMedica aims to develop and mantain a
motivated and professicnal workforce through career
development performance management trairung and
promotion Managers are responsible for developing
employees and identifying talent wathun the workforce
Tramnng 1s given 1n a wide vanety of ways including
on-the-job coaching and in-house or external courses
Our annual employee appraisal process continues to
function well by prowviding a formal process for setting
objectives and reviewing performance In 2011,

we launched Oxford BioMedicas new mussion vision
and values \n order to further encourage inspiration
and innovation amongst employees

Management acknowledges the importance of
commurmcation between colleagues and company
bnefings are held to keep employees informed of general
business 1ssues and any other matters of interest

The arculatton of press announcements and intemal
newsletters keeps employees tformed of business

and employee activities The Board as a whole takes
censiderable mterest in employment matters These are
represented at Board level by the Chuef Executive Officer

Health and Safety

Oxford BioMedica 1s cormmutted to protecting the health
safety and welfare of all its employees The Company s
Health and Safety Management System covers all work
activities such as the usage of iological, chermical and
radoactive matenals and the operation of laboratory
equipment

The Health and Safety Management System 1s renewed
and updated 1n order to 1mprove current systems and
procedures adapt to vanations in scientific work and
reflect changes in legislahon Oxford BioMedtca continues
to have a first-class safety record and to date has never
been required to report an accident to the UK Health

and Safety Executive or a USA equivalent

Oxford BioMedica strives to mantain an effective health
and safety culture within the orgarusation The importance
of health and safety 18 reflected through the actve
nvolvement of semor management and representation

at Board level by the Chief Scientific Officer
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Quality Assurance

Oxford BioMedica 1s commmutted to operating all its
actwaties at a hugh level of scientific qualty and requlatory
compltance The Compary s policies remnforce seraor
management s comrmitment to high standards of quality
bemng maintained at all times A set of regulations and
procedures provde guidance and imstruchion pertaiming
to the development manufactunng testing chrucal
evaluation storage and distnbution of investigational
medicinal products (IMP) performed by or authornsed

by the Company

Oxford BioMedica places the highest pnonty on the safety
and well-being of its clinical tnal patients who wall be
treated with the Cornpany s products It s a regulatory
and Company requirernent that employees are aware
of the imphcations and importance of maintaiming drug
safety, quahty and efficacy throughout 1its chirucal thal
programmes Oxford BioMedica held company wide
Good Manufactunng Practice (GMP} Goed Laboratory
Practice (GLP) and Pharmacovigilance trang in 2011
to ensure that employees are aware of and comphant
wath current best practice The Company continues

to support ongoing and penodic training as an essential
part of its continuous Mmprovement philosophy

Strong emphasis 1s also placed on mamntawring the
integnty of the Company s products inctuding their safe
manufacture controlled distnbution and compliance wath
all relevant regulations Oxford BioMedica 1s responsible
for ensunng that each batch of product 1s fit-for-purpose
n terms of safety quality dentity strength punty

and expected efficacy In March 2011, the UK Medicines
and Healthcare products Regulatory Agency (MHRA)
completed a successful GLP compliance inspection

of Oxford BitoMedica There were no major or cntica!
observations and the GLP Certificate of Compliance

was renewed In Decernber 2011 an application was
made to the MHRA to vary the current GMP license

to include drug manufacture for cinicat tnals at the
Company s manufactunng facility and an MHRA
mspection of the manufacturing facility s expected

in H1 2012 Oxford BioMedica continues to operate
under Good Chrugal Practice (GCP} GMP and GLP
accreditations on an ongomg basis and has remamed
withun comphance throughout 2011
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Corporate Social Responsibility

Manufactunng

In February 2011 Oxford BioMedica invested in its
specialist manufactunng processes by acquinng a UK
manufactunng faciity based i Cowley Oxford Dunng
the refurbishment and commussioring phase of the
manufactunng facility the Company took the opporturiuty
to upgrade and replace old equipment with new energy
eficient systems The manufactunng facility comphes
wath Oxford BioMedica’s general environmental policy
and Oxford BioMedhca also ptans to work towards

a recognised environmental programme

External Relationships

Our externat stakeholders include supphers adwvisers
shareholders pathents healthcare professionals partners
collaborators and icensees These relationships are

a fundamental aspect of our business achwvities We are
commutted to interacting with these third parties in an
ethucal manner and to ensunng that the relatienships
are maintained at a professional and appropnate level
Our intermal procedures for dealing wath third parties
are reviewed annually

We have a policy for the management of clirucal tnals
to ensure compliance with appropnate guidehnes and
legnslation Our website (www oxfordbrormedica co uk)
provides information on ongoing clinical tnals and
we also hist our US-based tnals on a US government-
sponsored website (www ClirucalTnals gov)

The Chief Executive Officer and executive Directors
have primary responsibitlity for cornmurucation

wath shareholders and related stakeholders We also
use the senaces of external inancial and corporate
communications agencies We seek to disseminate
mformation in a imely relable and comprehensive
fashion and we comply with the rules and quidelines
of the UK Listing Authonty for a company on the
Official List
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Ervironment

We fully recognise our responsibility to protect the
environment and we review our environmental policy
objectives and quidehnes regularly The Company
comphes wth all regulations that cover the processing
and disposal of laboratory waste using quahfied Wcensed
contractors for the collection and disposal of chernical
and radicactive waste and decontaminated biological
matenals No laboratory waste goes to landfilt sites

As part of our commutment to the environment our
pohcies are designed to motivate cur staff to be energy
conscious and environmentally fnendly The Company s
recycling program continues to function effectively and
the majonty of our cardboard and office paper s recycled
In 2010 we started recycling our coffee disks 1n order

to raise money for MacMillan Cancer Suppert and this
continued dunng 2011 Given its importance to Oxford
BioMedica, environmental issues are represented at Board
level by the Chuef Executive Officer




Directors’ Report

for the year ended 31 December 2011

The Drirectors present ther annual report and audited
financial statements for the year ended 31 December 2011

Prnincipal actwaty

Oxford BioMedica (LSE OXB) 1s a biopharmaceutical
company developing innovative gene-based medicines
and therapeutic vaccines that aim to improve the lives of
patients with high unmet medical needs The Company
was established in 1995 as a spin-out from Cxford
University and has its pnmary listing on the London
Stock Exchange

The Company has a platform of gene delivery
technologies which are based on lughty engineered

viral systems Oxford BioMedica also has in-house clirical,
regulatory and manufactunng know-how The Cormpany s
technology platform includes a tughly efficient gene
delivery system (LentiVector® platform) wiuch has
specific advantages for targeting diseases of the central
nervous system and the eye and a urugue turnour anugen
(5T4} which 15 an ideal target for anti-cancer therapy

The Groups products and technologies are underpinned
by over 60 patent farmiltes which represent one of the
broadest patent estates in the field Oxford BloMedicas
commercial partners include Sanofi, Sigma-Aldnch and
Phzer for product development, Biogen Idec, Emergent
BwoSoluhons, GlaxoSmithKline Merck & Co and Phzer,

as technology licensees and collaborations wath the
Mayo Chinic and ImaginAb

At 31 December 2011 the Group had 98 employees

all but two of whom are based at the two operational
sites in Oxford The Group has a wholly owned subsichary
BioMedica Inc 1in San Diege Califorma comprising an
office for US intellectual property management and
business development Inearly 2012 a decision was
taken to close the US office and atso to reduce Oxford
staff tevels which will lead to a reduction in headcount
numbers of 16

Oxford BioMed:ca plc 1s a publhc hmited company
mcorporated in England and Wales dormicited i England
with its requstered office at The Medawar Centre

Robert Robinson Avenue The Oxford Science Park,
Oxford OX4 4GA. United Kingdom

Further nformation 1s available at
www oxfordbiomedica co uk
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Review of the business and future developments

The consohdated statement of comprehensive income
for the year 15 set out on page 60 A review of the Group's
activities and future developments 1s contained within the
introduction (pages 01 to 03 and 06 to 07) the Chairmans
message (page 04) the Chief Executive s Review (page 08)
the Operational Review on pages 18 to 29 interview

with the Chief Scienttic Officer (pages 30 to 31} and

the Financial Review on pages 33 to 39

Key performance mdicators (KPls)
Key performance mdicators are cutlned in the Drirectors
Remuneration Report on pages 53 to 58

Share capital

On 10 January 2011 the Company 1ssued 400000000

new ordmary shares in a placing and cpen offer raising
£20 mithon before expenses At 31 December 2011 the

Company had 944 875,557 shares in 1ssue

Dwdends
The Directors do not recommend payment of a dvmdend
(2010 n)

Group research and development activities

Dunng the year the Group incurred non-exceptional
research and developrment expenditure of £14710 000
(2010 £15931 000) and exceptional research and
development expenciture of £3 136 000 (2010 £3949000)
all of which was expensed n the statement of
comprehensive income

Chantable donations

The Group made no chantable donations in 2011
(2010 i}
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Directors’ Report

tor the year ended 31 December 2011

Dhrectors

The Directors of the Company at the date of signing
the financial statements who had been Directors for
the whole of 2011 unless otherwise indicated were

Nick Rodgers
Non-executive Drrector Chatrman, Chairman of the

Audit and Nomination Commuttees

Dr Paul Blake
Non-executive Director Charrman of the Remuneration
Commuttee member of the Nomination Comrmuttee

Dr Andrew Heath

Non-executive Director Deputy Chamman and Sernior
Independent Director member of the Audit Commuttee
and the Nomnation Commuttee

John Dawson
Chief Executive Officer

Dr Stuart Naylor

Chief Scienhfic Officer

Peter Nolan

Seruor Vice President Commercial Development

Tim Watts
Chief Fimancial Officer (appomted 9 February 2012)

On 5 May 2011 Dr Alan Kingsman (Chairman) resigned
from the Board

On 24 May 2011 Dr Alex Lews {non-executive Drector)
restgned from the Board to take up a management role
as Dwrector of Corporate Activities and Strategy

On 9 February 2012 Andrew Wood (Chief Financial
Officer) resigned from the Board

On 9 February 2012 Tim Watts was appomted
to the Board as Chief Financial Officer

All Directors are subject to election by shareholders

at the first opportunity after thewr appointment and to
re-election thereafter at intervals of not more than three
years At the 2012 Annual General Meeting the following
Directors will retire from the Board in accordance with
article 38 of the Company s articles of association

— Peter Nolan
— Andrew Heath
— Tim Watts

The contracts of employment of the executive Directors
are subject to twelve months’ notice

Bwgraphical details of all the Directors including those
due to retire at the 2012 Annual General Meeting are
gwen on pages 40 to 41

The interests of the Directors at 31 Decemnber 2011
n the share caputal of the Company are disclosed in the
Directors Remuneration Report on pages 53 to 58
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Drectors’ third party ndemmity provision

The Company mamtains a quahfying third party mdemmty
nsurance policy to provide cover for legal achion agamst
its directors This was n force throughout 2011 and at

the date of approval of the inancal statements

Employees

The Group commurucates and consults regularly wath
employees throughout the year Employees’ involvemert
In the Group s performance 1s encouraged wath all
employees ehgible to parhcipate 1n the share option
scheme or the long term incentive plan Certain employees
participate in discretionary bonus schemes

The Groups aim for all members of staff and apphcants
for employment 1s to fit the qualiicahons, aptitude and
ability of each indwtdual to the appropnate job, and

to prowvide equal cpportunity regardless of sex rehigion
or ethruc ongin The Group does all that 1s practicable
to meet its responsibility towards the employment

and training of disabled people

Further details on employees health and safety
envircnmental matters and corporate social responsioility
are i the Corporate Social Responsibility Staterment

on pages 47 to 48

Substantial shareholdings

At 20 February 2012 the latest prachical date pnor to
approval of the Directors Report the Company had been
notified of the following shareholdings amounting to 3%
or more of the ordinary share capital of the Company

Percentage

Number of of 1ssuad

Shareholder ordinary shares share capital

Cubana Investments Limited 125300000 1326%
MBG Investment Management

Limited 112461100 1191%
JP Morgan Asset Management

Lumted 93 853869 993%

GAM London Lumated
TD Waterhouse Stockbrokers
Barclays Stockbrokers

Legal & General Investment
Management

Self Trade Stockbrokers

44 669470 473%
42968 104 455%
40,039,099 424%

34003033 360%
32834399 347%

No other person has reported an interest n the
ordinary shares of the Company required to be notfied
to the Company

No person holds shares carrying special nghts with regard
to controi of the Company
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Employee share schemes

The Company has a share incentive plan under which
shares may be held i trust for employees The trustees
may only exercise the voting nghts in respect of such
shares in accordance with the employees instruchions
Currently there are no such shares held i trust

Agreements that take effect, alter or terrminate

because of a takeover bid or on change of control
There are no such agreements that the Directors consider
are matenal There are no agreements providing for
compensation for loss of office for Directors or employees
n the event of a takeover bid

Creditor payment policy

The Company and its subsidianes agree the terms

of payment when agreemng the terms and conditions

for thewr transactions wath supphers Payment 1s made

mn compliance wath those terms subject to the terms
and condihons of the relevant transaction having

been met by the suppher The Groups average creditor
payment penod at 31 December 2011 was 27 days (2010
25 days) The Company has no trade creditors (2010 rul)

Risk management

The Groups nsk management objectives and exposure
to nsks 1s set out on pages 42 to 43 (Pnncipal Risks

and Uncertainties) and pages 70 to 71 {note 2 financial
nsk management)

Going concem

Oxford BioMedica ple 1s a research and development
based business wath ne currently marketed products
The Group's business activities together with the factors
hkely to affectits future development perforrmance and
position are set out \n the introduction {pages 01 to 03
and 06 to 07} the Chairmans Message (page 04} the
Chuef Executives Rewview {page 08) the Operational
Review on pages 18 to 29 interview with the Chief
Scientafic Officer (pages 30 to 31) and the Pnncipal

Risks and Uncertainties on pages 42 to 43 The financial
position of the Group including its cash flows, s
descnbed in the Financial Review on pages 33 to 39

In addition, note 2 to the financal statements includes
the Groups objectives policies and processes for managing
its captital 1ts inancial nsk management objectives,

and its exposure to cash flow and liquidity nsk

The Group 1s expected to incur sigrmficant further costs
as 1t continues to develop ts portfolio of candidate
preducts and related technology The Directors estimate
that the cash held by the Group will be sufficient to
support the current level of activities into the first quarter
of 2013 Based on anticipated progress in the business
n 2012 the Dwectors also expect to secure addihonat
Anancing sufficient for the future needs of the business
beyond the first quarter of next year However there

s no certainty that adequate resources will be avallable
on a umely basis and in the event that further funding
18 not achteved, then the Group would have to curtail

or suspend the existing programme development
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After making enquines the Directors consider that the
Cornpany and the Group have adequate resources to
continue i operatonal existence for the foreseeable
future Accordingly, they have adopted the gomg concemn
basis in prepanng the inancial statements

BIA code

The UK Biolndustry Association { BIA} of which the
Company 1s a member adopted a code of best practhice
n 1999 The BIA code includes pnnciples and provisions
relating to corporate governance matters access to
external adwvice, confidentiality, dealings in the Company s
shares and standards of public announcements It 1s
intended to operate by reference to the parhicular
circumstances of bioscience comparnies and in support
of the combined code and the rules of the Financial
Sennces Authonty Throughout 2011 the Company has
complied with the relevant provisions of the BIA code

Information required to be disclosed

by the Takeover Directive

Structure of the Company’s capital

The Company’s share capital compnses a single class of
1p orchinary shares each carrying one vote and all ranking
equally with each other Followmng the adoption of new
articles of association in 2010 the share capital of the
Company 1s unlrmited At 20 February 2012 there were
944 875 557 1p ordinary shares issued allotted and fully
pand There are no restnctions on the transfer of shares in
the Company or on voting nghts All shares are admatted
to traching on the London Stock Exchange

Rights to ssue and buy back shares

Each year at the Annual General Meeting the Directors
seek nghts to allot shares The authonty when granted
lasts for 15 months or until the conclusion of the next
Annual General Meeting if sooner At the last Annual
General Meeting held on 5 May 2011 authonty was given
to allot up to 314 958 500 shares (that number being cne
thurd of total 1ssued share capital of the Company at the
tirne} subject to the normal pre-emption nghts reserved
to shareholders cortained n the Comparues Act 2006
and to allot up to a further 314,958 500 shares solely in

a nghts 1ssue Authonty was also gwven subject to certain
conditions to waive pre-emption nghts over up to
47,243 700 shares being 5% of the shares then nssue
No nghts have been granted to the Directors to buy
back shares
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Directors’ Report

for the year ended 31 Decernber 2011

Appomtment and replacernent of Directors

Directors may be appoirted by an ordinary resolution

at any general meeting of shareholders or may be
apponted by the existing Directors provided that any
Drirector so appointed shall retire at the next followmng
Annual General Meeting and may offer imself for
re-election At each Annual General Meeting any Director
who has served for three years and one third of the
other Directors must retire, and may offer themselves for
re-election A Director may be removed in the followmg
ways by an ordinary resolution at a general meeting,

if he s prohibited by law from bemg a Director n the
event of bankruptcy 1f he 1s suffering from specthed
mental disorders if he 15 absent without consent for
more than six months, or by request in wnting by all

the other Directors Any Director may appomnt another
Drrector or another person approved by the other
Dwrectors as an altemate Director

Amendment of the Company's articles of assoclation
Amendment of the Company s articles may be made by
special resolution at a general meeting of shareholders

Statement of Directors’ Responsibilities

The Drrectors are responsible for preparing the Annual
Repert the Directors Remuneration Report and the
financial statements 1n accordance with applicable
law and regulations

Cormpany law requires the directors to prepare inancal
statemenits for each financial year Under that law the
directors have prepared the Group and parent company
financial statements 1n accordance with Intemational
Financial Reporting Standards (IFRSs) as adopted by the
European Umon Under company law the directors must
not approve the financial statements unless they are
satishied that they give a true and fair view of the state

of affawrs of the Group and the Company and of the profit
or loss of the Group for that pencd In prepanng these
financial statements the directors are required to

— select suttable accounting policies and then apply
them consistently

— make Judgements and accounting estimates that
are reasonable and prudent and

— state whether applicable [FRSs as adopted by the
European Union have been followed, subject to any
matenal departures disclosed and explamed n the
financial statements

The Dwectors are responstble for keeping adequate
accounting records that are sufficient to show and explan
the Company s transactions and disclose with reasonable
accuracy at any time the financial position of the
Company and the Group and enable themn to ensure that
the financial statements and the Directors Remuneration
Report comply wath the Compares Act 2006 and, as
regards the Group financial statements, Article 4 of the
IAS Regulation They are also responsible for safeguarding
the assets of the Company and the Group and hence for
talang reasonable steps for the prevention and detection
of fraud and other iregulanties
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The Directors are responsible for the mantenance
and integnty of the Company s website Legislation
n the Urnted Kingdom goverming the preparation
and dissermination of financial statements may differ
from legislation in other junsdictions

Each of the Directors whose names and functions
are hsted 1n this section confirm that to the best
of thetr knowledge

— the Group financial statements, which have been
prepared n accordance wath IFRSs as adopted by the
EU, give a true and fair view of the assets, habilittes
financial position and loss of the Group and

— the Directors Report contained in this section includes
a far review of the development and performance
of the business and the position of the Group together
with a descnption of the pnncipal nsks and
uncertainties that it faces

Statement as to disclosure of mformation to auditors
In accordance with s418 of the Comparnies Act 2006

so far as the director 15 aware there 1s no relevant aucht
nformation of which the Company s auditors are unaware
and each director has taken all the steps that he ought to
have taken as a director in order to make himself aware
of any relevant audit information and to establish that
the Company s auditors are aware of that information

Auditors

The auditors PncewaterhouseCoopers LLP have indicated
therr willingness to continue 1 office and a resolution
concerning their reappointment will be proposed at the
Annual General Meeting

Corporate governance

The Company s staternent on corporate governance 1s
included in the comporate governance staterment on pages
44 1o 46 of these financy terments

By order of the Board

Tim Watts .
Company Secretary

S March 2012
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Directors’ Remuneration Report

for the year ended 31 December 2011

Only paragraphs marked with * wathin this report
have been audited

Durng 2011 the Remuneration Commuittee met five
times Up to 5 May 2011 the commuttee compnsed

three non-executve Directors Dr Alex Lewas (Chairman)
Dr Paut Blake and Nick Rodgers Following the 2011 AGM
on 5 May 2011 the commuttee has compnsed Dr Paul
Blake (Charman} and Dr Andrew Heath The commuittee
determines on behalf of the Board the Companys
policy for executive remuneration and the indmdual
remuneration packages of the executive Directors
including awards under the tong term incentive plan
{LTIP) The committee also determines the remuneration
package of the Chairman At the commuttees tnvitation
or request the Chief Executive Officer and other
Directors may be in attendance at the meetings

of the Remuneration Cormmittee The committee has
access to professional advice both inside and outside
the Company as required In 2011 the committee received
assistance on rermuneration succession planning

and other matters from RSA Consulting Limited

Remuneration pohcy

The Group's policy on remuneration 1s to attract retam
and incentivise the best staff n a manner consistent

with the goals of corporate govermnance In setung the
remuneration policy the Remunerahon Commuittee
considers a number of factors including the basic salanes
and benefits available to Directors of comparable
comparues as provided by mformation in independent
remuneration reports and the level of pay for other
employees in the Group

Remuneration of executive Directors and the Chawrman
Consistent wath this policy, the Company s remuneration
packages awarded to executive Directors are intended

to be competitive and compnse a mix of performance-
related and non-performance-related elements Salanes
are normally reviewed \n January each year

There 1s a discretionary non-pensionable bonus scheme
for executive directors subject to the achievement of
agreed goals and targets that are designed to incentivise
them to perform at the hughest levels and to align therr
nterests with those of the shareholders The principal part
of performance-linked remuneration 1s related to overall
measures of group performance wath a small amount
bemg linked to indmdual targets which are set to support
the Group objectives and effective running of the
Company For 2011 the Group performance measures
related to the followng corporate goals

— Significant product-related deals — 30%

— Targets related to the existing collaboration
with Sanohf — 10%

— Progress of existing chrucal tnals — 15%
— Progress with new climcal thals -~ 35%
Other goals — 10%
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For the executive Directors the performance-related
annual bonus potental 1s up to 60% of basic salary

For the CEO 75% of this relates to the corporate goals
above with the balance on personal targets For the other
executive Directors the weighting for corporate goals vs
personal targets was 60-40 Although several of the key
goals were delivered in 2011 i hght of the share price

at the year end, the committee decided that no bonuses
would be paxd in respect of 2011 In respect of 2010
bonuses of 20% to 25% of salary were paid

Benefits, detalled in the table of Directors emoluments
mainly compnse healthcare insurance

The Group makes contnbutions to a defined contrtbution
perscnal pension scheme for the executwve Directors
at 10% of salary

Dwrectors and senior managers may participate ina
share-based long term incentive plan Details of the
awards made in 2011 under the LTIP are on page 57
Awards under the LTIP may be condiional shares or
nil-cost ophions the release of which wall depend on the
completion of a holding penod of at least three years and
the satisfaction of performance conditions Up to 2009
there was one main performance condition attached to
share awards granted under the LTIP - comparative total
shareholder return (TSR) measured against a cornparator
group of comparnies Since the LTIP award rade in June
2010 a secondary performance condition descnbed
below was added The TSR comparator group for the
LTIP awards made in 2011 was

Ark Therapeutics Group plc Allergy Therapeutics plc
8TG plc GW Pharmaceuticals plc ImmuPharma plc
Phytopharm plc Proteome Sciences plc Proximagen
Neuroscience plc ReNeuron Group plc Renovo Group
plc Silence Therapeutics plc Vernalis ple Verona
Pharma plc
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No awards will be released at the testing date for less than median performance of Oxford BloMedica TSR compared
to the comparator group Median performance will result in release of 25% of the shares Performance at the 75th
percentile will result in the release of 50% of the shares with straight line release between these points Upper quartile
TSR performance (1e greater than 75th percentile performance) wall result in release of 100% of the shares

For TSR above mechan but below the upper quartile a secondary performance test based on events that are expected
to be significant dnvers of value for the Company will be applied In these circumstances up to a further 50% of the
LTIP awards in 2011 will be released on the achievement of the following milestone events

Event % of award

Commercial coltaboration for TroVax® executed 5%
Commercaial collaboration for ProSavin® executed 20%
Exercise of the development ophion by Sanch for one of the collaborative ccular products 20%
First batch of climical-grade matenal released from the Oxford BioMedica manufactunng faciity 20%

There will be no re-testing of the performance conditions

The maxamum level of awards under the LTIP in any calendar year 1s 150% of each eligible employee s emoluments

The committee intends that annual awards to executive Directors wall not normally exceed 100% of salary Taking
account of the level of the Company s share price in 2011 and of the potentally hugh number of shares and the dilutive
impact of an award of 100% the 2011 LTIP awards were scaled back to 30% of salary There 1s an overall kit on dilution
from share schernes of up to 10% wathun a ten year penod to satisfy awards to participants in the LTIP and any other
share plan operated by the Company under which shares aressued Including the LTIP and all other share plans
assurmung that 100% of presently un-vested LTIP awards and share options vest and are exercised and taking mnto
account all options granted in the last 10 years that had been exercised by 31 Decemnber 2011 the mavarmurn potental
dilution against this limt was 3 88%

Followang the mtroduction of the LTIP in 2007 executive Directors and certan seruor managers no longer receve
awards under the share option scheme However the share option scheme continues to be used for other eligible
employees Pnor to 2007 options were awarded under the share option scheme to executive Directors The exercise
price for all share options 15 the market pnce of the Company s ordinary shares on the last trading day before the

date of grant Full details of Directors share options are on pages 56 to 57 A surnmary of all share options outstanding
at 31 December 2011 1s given in note 22 to the financial statements The remairing share options held by Directors

at 31 December 2011 are subject to the rules of the Oxford BioMedica 1996 {No 1} Share Option Scheme These options
became exercisable three years from the date of grant and will cease to be exeraisable seven years from the date of
grant All awards of share options are at the discretion of the Remuneration Committee Share options held by Directors
are mostly subject to a performance-based condition, descnbed In note 2 to the table on page 57

Remuneration of non-executive Directors
The fees patd to non-executive Directors are determined by the Board Non-executive Directors do not recewve pension
contnbutions or a bonus Non-executive Directors do not participate m the Company s share option schemes

The non-executive Drectors have appointments that are for three years unless terminated by three months wniten
notice by either party Non-executive Dwrectors appomntments may be renewed by mutual agreement As recommended
by Code proviston B2 3 any term beyond six years for a non-executive Director 1s subject to considered review by

the Board Non-executive Directors serving beyond nine years are subject to renewal for one year at a ime and are
submutted for re-election each year at the Annuat General Meeting
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Directors’ service contracts

It 15 Oxford BioMedica plc's pohicy that Directors service contracts should have notice periods of not more than

one year and that the contractual termmuination payments should not exceed the director s current salary and benefits

for the notice penod
The details of service contracts of those who served as directors dunng the year are

Unexpired term Contractual
Contract date at 31 December 2011 Notice penod termination payments
Dr Paul Blake S December 2009 1 year 3 months Notice penod only
John Dawson 10 October 2008 Ni? 12 months Notice penod only
Dr Andrew Heath 9 December 2009 1 year 3 months Notice pencd only
Dr Alan Kingsman 4 June 2009 None? 12 months Notice pencd only
Dr Alex Lews 3 Apnl 2008 None? 3 months Notice pencd only
Dr Stuart Naylor 1 July 2008 Nt 12 months Notice pencd only
Peter Nolan 1 May 2002 Nil? 12 months Notice penod only
Nick Rodgers 5 May 2011 2 years 4 months 12 months Notice penod only
Andrew Wood* 31 October 1996 Nil* 12 months Notice penod only
1 Executive Directors corntracts are for an imtial term of 12 months and thereatter are subject to 12 months notice
2 ©r Alan Kingsman resigned from the Board on 5 May 2011 Pnor to hus resignation he entered into a consultancy agreemnert with the Group
duetoend on 30 June 2013
2 Dr Alex Lews resigned from the Board on 24 May 2011 to take up a management position with the Group
4 Andrew Wood resigmed from the Board on 9 February 2012
Directors’ remuneration®
Detatls of indwidual Directors emotuments for the year are as follows
Compensation
Salary and for loss Other 2011 total 2011 2010 total 2010
fees Benefits of office payments emolurents pension emeluments pension
Name of Drector £ £ £ E £ £ E £
Chairman
Nick Rodgers®® 81388 - - - 81,388 - 52 500 -
Dr Alan Kmgsman? 25000 3979 75,000 77083 181,062 - 170998 -
Executive
John Dawson 330000 5408 - - 335,408 33,000 416936 33000
Dr Stuart Naylor 187500 2241 - - 189,741 18,750 220569 17500
Peter Nolan 173 565 3256 - - 176,861 17357 210953 17357
Andrew Wood*® 219945 2109 - - 222,054 21,995 265646 21995
Nick Woolf* - - - - - - 89753 8872
Non-Executive
Dr Paul Biake 37333 - - - 37.333 - 35000 -
Dr Andrew Heath* 42000 - - - 42,000 - 35,000 -
Dr Alex Lewis® 17500 - - - 17500 - 42000 -
1114231 17033 75000 77083 1,283,347 91,102 1539355 58724

-

MNick Rodgers was appointed as Chammman on 5 May 2011 £32,078 of tus fee for 2011 relates to the penod prior to S May 2011
2 Dr Alan Kingsman resigned on 5 May 2011 A payment of E75 000 in keu of notice was made
in addition to Director s fees Dr Alan Kingsman was pawd consultancy fees of £77083 (2010 £75 000}
3 Nick Wooll resigned on 30 June 2018
4 These amounts represent amoumts payable to controlled companies for the senaces of non-executive Dhrectors
5 Dr Alex Lews resigned from the Beard on 24 May 2011
6 Andrew Wood resigned from the Board on 9 February 2012

During 2011 retrement benefits accrued to four Directors {2010 four) under Oxford BioMedica (UK) Limited s
money purchase pension scheme
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Dwrectors’ interests
Interest in shares

The wterests of the Directors {(including persons connected wath the directors} in the shares of the Company

at 31 December 2011 together wath their interests at 1 January 2011 are shown below

1 January 31 Decernber
The Company — ordinary shares of 1p each 2011 2011
Dr Paul Blake - 200,000
John Dawson 1,500000 1,700,000
Dr Andrew Heath - 200,000
Dr Stuart Naylor 8921 88,921
Peter Notan 263638 363,638
Nick Rodgers 52000 152,000
Andrew Wood 305067 405,067

There were ne changes in the Dwectors shareholdings between 31 December 2011 and the date of thus report

Andrew Wood resigned from the Board on 9 February 2012

Interests 1n share options*
The mterests of the Directors in opttons over the ordinary shares of the Company were as follows

Optiens over ordinary shares of 1p each

Date trom

1 January 31 December Exercise whach Expiry

2011 Granted Exercised Lapsed 2011 Pnce  exercisable Date

Dr Alan Kingsman 12 190000 - - (150000) - 205p 121007 12101t

Dr Alan Kingsman 12 155,000 - — (155000} - 205p 121007 121011

Dr Alan Kingsrnan 12 208 000 - - - 208,000 290p 151208 151212

Dr Alan Kingsman 4¢3 170000 - - (170000) - 290p 151208 250112
723000 - — (515000) 208,000

Dr Stuart Naylor 97485 - - (97485} - 205p 121007 121011

Dr Stuart Naylor! 120750 - - - 120750 290p 151208 151212
218235 — ~ (97485) 120,750

Peter Nolan' 140000 - - (240000) - 205p 121007 121011

Peter Nolan' 153 000 - - - 153,000 290p 151208 151212
293000 - - (140000) 153,000

Andrew Wood? 175000 - - [175000) - 205p 121007 121011

Andrew Wood 4 193 000 - - - 193,000 290p 151208 151212
368 000 - - (175000) 193,000

-

Aperformance based condition apphes to these options The options are exercisable onty if at the tirme of exeraise or for a penod of at least 12 months In aggregate

inthe three years before exercise the percentage increase in Oxford BioMedica ple s total shareholder return since the grant of the option exceeds the percentage increase
rthe FTSE techMARK MediScience index Thus target was chosen because the directors believe that the FTSE techMARK MediScience tndex should be a benchmark that

reflects the factors beanng on the UK biotechnology sector

2 Dr Alan Kingsman resigned from the board of Oxtord BioMedica on 5 May 2011 but remains a consuliant. In accordance with the rules of the Oxford BioMedica 1996

(Mo 1l share optionschemne the options held at S May 2011 remamed in place on ther onginal tetms
These options lapsed en 29 January 2011
Andrew Wood s options at 31 December 2011 will lapse

B
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Long-term incentive plan*
Awards have been made to executive Directors under the LTIP as follows

1 January 31 Decemnber Award Vestng

2011 Awarded Exercised Lapsed 2011 date date

John Dawson? 2500000 - - (1500000) 1,000,000 131008 131011

John Dawson 2500000 - ~ - 2,500,000 250309 250312

John Dawson* 1,692 000 - - - 1,692,000 150610 150613

John Dawson* - 1704000 - - 1,704,000 130411 130414
6592000 1704000 - {1500000) €.896,000

Dr Alan Kingsman s 1291871 - - (1291871 - 130308 130311

Dr Alan Kingsman® 899000 - - (899000) - 250309 250312
2150871 - - (2190871 -

Dr Stuart Naylor*® 311284 - - {311,284) - 130308 130311

Dr Stuart Naylor 811,000 - - - 811,000 250309 250312

Dr Stuart Naylor* 897000 - - - 897000 150610 150613

Dr Stuart Naylor# - 968000 - - 968,000 130411 130414
2019284 968000 - (311284) 2,676,000

Peter Nolan?® 771400 - ~ (771400) - 130308 13031t

Peter Nolan 854 000 - - - 854,000 250309 250312

Peter Nolan* 890000 - - - 890,000 150610 150613

Peter Nolan* - 896000 - - 896,000 130411 130414
2215400 896000 - (771400) 2,640,000

Andrew Wood 3 977533 - - (977533) - 130308 130311

Andrew Wood? 1082000 - - - 1,082,000 250309 250312

Andrew Wood ¥ 1128000 - - - 1,128,000 150610 150613

Andrew Wood 47 - 1136000 - - 1,136,000 130411 130414
3187533 1136000 - (977533) 3,346,000

.

on the third anruversary of the date of grant and. if vested may be exercised until the tenth anmversary of the date of grant
2 The performance condition for these awards compares the Company s total shareholder return { TSR ) tothe TSR of a chosen group of heaithcare and motechnology
comparues over 2 three year penod A median ranking must be achieved before any part of the awarnd vests (25% of the award) and an upper quartile ranking must be

achieved for the award 1o vest i full
On 13 Octeber 2011 the TSR performance test was apphed ta the LTIP award made on 13 October 2008 Oxford BioMechica s TSR over the 3 year penod was ranked

7]

All awards made under the LTIP to date have been nil cost share options (options exercisable at par value} Subjectto a performance condinon, these options vest

11th cut of 20 comparues In accordance with the scheme tules, 40% of the award vested, and the remaining 60% ¢f the award lapsed The share pnce at the date
of vesting was 5 34p The value of the vested share cptions at 31 Decernber 2011 was £35 000

-

Tnilestone events

%]

For *he | TIP awards since 2010 a secondary performance test. based on events that ate expected to be significant drivers of value for the Company wall be appled
f TSR1s above median but below the upper quartile [n these cirgcumstances up to S50 of the LTIP award wall be released on the achieverment of the specthed

On 13 March 2011 the TSR performance test was applied to the LTIP award made on 13 March 2008 Oxford BioMedica s TSR over the 3 year penod was below the median
of the comparator group and consequently none of the awards vested

Dr Alan Kingsrman resigned on 5 May 2011 and consequently hus remaung LTIP awards lapsed

Andrew Wood resigned on G February 2012 The Comnpany has agreed that the 3 346 000 LTIP awards held by Andrew Wood at 9 February 2012 shall not lapse

4s a cansequence of the termumnaton of hus emplayment with the Campany bt shall contiue as o he had remaimned an Eigrble Employee aod, Participant,

(poth terms as defined inthe LTIP Rules) untit the expiry date of the last of such LTIP awards

~N O

The Company regularly reviews the performance conditions that apply to LTIP awards in order to estimate
the extent to which the awards mught vest Assurning that relative share pnce performance wn the comparator
groups remains consistent with performance up to 31 December 2011 the Directors estimate that the LTIP
awards would vest as follows

— Award made on 25 March 2009 performance below median - none of thus award would vest
— Award made on 15 June 2010 performance below median — none of this award would vest

— Award made on 13 Apnl 2011 performance below median — none of this award would vest
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The market value of ordinary shares as at 31 December 2011 was 3 50p (31 Decernber 2010 5 53p} The market vatue
of ordinary shares dunng the year ranged from 291p to 720p

Except as detailed above no Directors had interests in shares or share options of the Company or any other group
company at 31 December 2C11 There have been no changes in the interests of the Directors in office at the date of
this report in the ordinary shares of the Company between 31 December 2011 and the date of this report

Companson of five year total shareholder returm
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The chart shows the value at the end of each year of £100 invested on 31 Decemnber 2006 \n Oxford BioMedica 1p
ordinary shares (OXB) compared to the change in the FTSE all-share index and the FTSE techMARK MediScience index
over the same pencd In previous years we have observed that the OXB share prce tends to follow the direction given
by the benchmark indices, but wath greater volatihty and occasionally affected by major company developments
These trends were apparent in the earlier part of the pernod up to Q3 2009 wath a steep drop through 2007 and 2008
and a reversal from Q2 2009 coinciding with the commencement of the ocular collaboration wath Sanofiin Apnl 2009
However since Q3 2009 the market has generally been on a nsing trend, while the OXB share pnce trended
downwards between Q3 2009 and Q3 2010 and moved down sharply in Q4 2010 on the announcement of a placing
and open offer of 400 milhon new shares at S5p per share A further downward movement occurred in Q4 2011
following the release of clinicat tnal data for ProSavin® on 15 December 2011

The Directors consider that the hugh volatility n share pnce 1s not urugue to Oxford BioMedica but 15 a feature
shared by many high-tech comparnes whase valuatons are sigruficantly influenced by newsflow investor sentiment
and attitude to nsk

In the optnion of the Directors, the FTSE all-share index should be a reasonable index aganst which the totat
shareholder return of Oxford BioMedica plc may be measured over a five-year tenm, because it represents

a broad-based, objective measure of investrment return from equaties The FTSE techMARK MediScience index,
made up of emerging healthcare comparues in the early stages of growth prowvides a second benchmark that
may better reflect the factors bearing on valuatons i the UK hiotechnology sector

Dr Paul Blake
Chairman of the Remuneratiton Commuttee
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Independent Auditors’ Report

10 the members of Oxford BioMedica plc

We have audited the financial statements of Oxford
BioMedica plc for the year ended 31 Decermnber 2011
which compnse the Consolidated Statement of
Cornprehensive Income the Balance Sheets the
Staternents of Cash Flows the Statements of Changes
n Equaty Attnbutable to Owmers of the Parent Company
and the related notes The financial reporting framework
that has been apphed in their preparation 1s applicable
law and intermational fimancial reporting standards
(IFRSs) as adopted by the European Union and. as regards
the parent company financial statements as apphed

n accordance with the provisions of the Companies
Act 2006

Respective responsibihities of Dhrectors and auditors

As explained more fully in the statement of Directors
responsibilities set out on page 52 the Directors are
responsible for the preparation of the financial statements
and for being satisfied that they give a tnie and fair view
Our responsibility 1s to audit and express an opinton cn
the financial staterments in accordance with applicable law
and intermational standards on auditing (UK and Ireland)
Those standards require us to comply with the Auditing
Practices Board s ethical standards for auditors

This report including the opirions has been prepared
for and only for the Company’s members as a body n
accordance wath chapter 3 of part 16 of the Comparues
Act 2006 and for ne other purpose We do not i giving
these opiruons accept or assume responsiility for any
other purpose or to any other person to whom this report
15 shown or 1nto whose hands it may come save where
expressly agreed by our pnor consent in wnting

Scope of the audit of the financal statements

An audit involves obtaring evidence about the amounts
and disclosures 1in the financial statements sufficient

to give reascnable assurance that the financial staternents
are free from matenal musstatement whether caused

by fraud or error This includes an assessment of whether
the accounting policies are appropnate to the Groups
and the parent company s crrcumstances and have been
consistently applied and adequately disclosed the
reasonableness of significant accounting estimates made
by the directors and the overall presentation of the
finanaal statements In addition, we read all the financial
and non-financial information in the annual report to
wdentify matenal inconsistencies with the audited financial
statements If we become aware of any apparent matenal
mmisstatements or nconsistencies we consider the
implications for our report

Opinion on financial statements
In our opimon

— the financial statements qive a true and far view of the
state of the Group s and of the parent company s affairs
as at 31 December 2011 and of the Groups loss and
the Groups and parent company s cash flows for the
year then ended

— the Group financial statements have been properly
prepared in accordance with [FRSs as adopted by the
European Urion

Oxford BioMedica pic Annual Repont and Accounts 2011

— the parent company financial statements have been
properly prepared in accordance with IFRSs as adopted
by the European Uruon and as applied in accordance
with the prowvisions of the Comparnes Act 2006, and

— the financial statements have been prepared in
accordance with the requirements of the Companies
Act 2006 and. as regards the Group financial
statements article 4 of the IAS regulation

Opinion on other matters prescnbed
by the Compares Act 2006
In our opiruon

— the part of the Directors Remuneration Report to
be auduted has been properly prepared in accordance
with the Comparues Act 2006, and

— the mformation given in the Directors Report for
the fiinancal year for which the financial statements
are prepared 1s consistent wath the financial
statements

Matters on which we are requared to report by exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report
to you if n our opiruon

— adequate accounting records have not been kept by
the parent company or returns adequate for our audit
have not been recewved from branches not visited by
us or

— the parent company financal statements and the part
of the directors remuneration report to be audited
are not 1n agreement with the accounting records
and returns or

— certain disclosuras of Dwrectors remuneration specified
by law are not made or

— we have not received all the information and
explanations we require for our aucdit

Under the Listing Rules we are required to review

— the Dwrectors statement set out on page 51
in relation to going concem

— the parts of the corporate governance statement
relating to the Company s compliance with the nine
provisions of the UK Corporate Governance Code
specified for our review, and

— certain elements of the report to shareholders by

the Board on Dlrect:rs r%unerahon

Miles Saunders (Semor Statutory Auditor)
for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

Reading
5 March 2012
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Consolidated Statement of Comprehensive Income

for the year ervled 31 Decernber 2011

2011 2010
Pre- Exceptonal Pre-  Exceptional
exceptional ftemns. exceptional tems
tems (note 5) Total tems {note 5) Total

Notes £000 £000 £000 E000 £.000 E£000
Revenue 3 7,718 - 7718 11153 — 11153
Cost of sales (chargel/credit 7 (555) - (555) 593 - 593
Gross proft 7,163 - 7163 11746 - 11,746
Research and development costs 7 {14,710) {3,136} (17.846) (15931} (3949 (19880}
Administrative expenses 7 (3,811) - {3,811) ({399 - (3919}
Other operating income grants receivable 56 - 56 42 - 42
Operating {loss)/profit (11,302) (3,136} (14.438) (8062) (3949 (12011}
Finance \ncome 6 144 - 144 222 - 222
Finance costs 6 (8) - (8) (15) - {15)
Loss before tax (11,166) (3,136) {14,302) (7855) (3949) (11804)
Taxation 8 1,671 - 1,671 1514 - 1514
Loss for the year 25 (9.495) (3,136) (12,631) (6341) (3949) (10290}
Other comprehensive Income
Exchange adjustments {2) - (2) (4) - {4)
Total recognuised comprehensive
expense for the year
attnbutable to owners of the parent (9.497) (3,136) (12,633) (6345) (3949) (10294}
Basic loss and diluted loss
per ordmnary share 9 {1 35p) {18%)

The results for the years above are denved entirely from continuing operations

There 15 no difference between the loss before tax and the loss for the years stated above and their lastoncal
cost equivalents
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Balance Sheets

as at 31 December 2011

Group [
2011 2010 2011 2010
Notes £000 £ 006 E000 £000
Assets
Non-current assets
Intangible assets 1 3,106 6683 - -
Property plant and equipment 12 4,213 380 - -
Financial assets Investments in subsidianes 13 - - 33115 29976
7,319 7263 33,115 29976
Current assets
Trade and other recewvables 14 2,800 4795 1 792
Current tax assets 1,641 1331 - -
Financiat assets Available for sale investments 15 7,500 5603 - -
Cash and cash equivalents 15 6,835 6653 - 2
18776 18382 1 794
Current labihities
Trade and other payables 16 3,226 3,923 46 638
Deferred income 17 4,386 5201 - -
Current tax habihties - 11 - -
Provisions 18 41 83 - —
7,653 9218 46 638
Net current assets/(liabilities) 11,123 9164 {45) 156
Non-current habiithes
Other non-current hahhihes - 123 - -
Deferred ncome 17 170 4201 - -
Provisions 18 501 498 - -
671 4822 - -
Net assets 17771 11605 33,070 30132
Equuty atinbutable to owners of the parent
Ordinary shares 21 9,449 5449 9,449 5449
Share premuum 24 124,755 110387 124,755 110387
Merger reserve 26 14,310 14310 13,599 13599
Cther reserves 26 {682) (680) 4,302 3871
Retained losses 25 (130,061) (117861) (119,035) (103 174)
Total equity 17771 11605 33070 30132

The Company s reqistered number 1s 03252665

The financial staterments on pages 60 to 89 were approved by the Board of Directors on 5§ March 2012 and were

signed on its behalf by
John Dawson
Chef Executive Officer
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Statements of Cash Flows

for the year ended 31 December 2011

Group C.
2011 z010 2011 2010
Notes £000 £000 £000 £000
Cash flows from operating activities
Cash used in operations z (14,323) (15289) (139) (175)
Interest paid - (1) - -
Tax credit recewved 1,418 2508 - -
Overseas tax pad {78) 46} - -
Net cash used in operating activities {12,983) (12828) {139} (175)
Cash flows from investing activities
Loan (to}/from subsidiary - - {18,433) 182
Proceeds from sale of property plant and equipment - 2 - -
Proceeds from sale of fixed asset investments - 36 - -
Purchases of property plant and equipment (3.640) {291} - -
Purchases of intangible assets 9 (266) - -
Net (purchase}/matunty of avallable for sale investments (1,897) 12897 - -
Net cash (used in)/generated from investing activities (5,546) 12378 (18,433} 182
Cash flows from financmg actwvities
Interest recewed 144 309 - -
Proceeds from ssue of ordinary share capttat 20,000 210 20,000 210
Costs of share I1ssues (1.430) (216) {1,430) (216)
Net cash generated from/(used in) financing actmties 18,714 303 18,570 ()]
Net mncrease/(decrease) in cash and cash equivalents 185 (147} 2) 1
Cash and cash equivalents at 1 January 6,653 6802 2 1
Effects of exchange rate changes (3} 2) - -
Cash and cash equivalents at 31 December 15 6,835 6653 = 2
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Statements of Changes in Equity Attributable to Owners of the Parent

for the year ended 31 December 2011

Share Share Merger Other  Retamed
capltal premium. Teserve reserves. Tosses Total

Group Notes £000 £ 00C £ 000 £000 £000 £000
At 1 January 2010 5412 110043 14310 676) (108113) 20976
Year ended 31 December 2010
Exchange adjustments - - - ) - “)
Loss for the year - - - - (10290} (10290)
Total comprehensive expense for the year - - - 4) (10290) (10294}
Transactions with owners
Share options

Proceeds from shares 1ssued 2124 2 11 - - - 13

Value of employee sernices 23 - - - - 542 542
Issue of shares excluding options 2t 24 35 347 - - - 382
Costs of share 1ssues 24 - (14) - - - {14)
At 31 December 2010 5.449 110,387 14,310 (680) (117.861) 11,605
Year ended 31 December 2011
Exchange adjustments - - - {2} - {2}
Loss for the year - - = — {12,631) (12,631}
Total comprehensive expense for the year - - - {2) (12,631) (12,633}
Transactions with owners
Share cptions

Value of employee services 23 - - - - 431 431
Issue of shares excluding options 21 24 4,000 16,000 - - - 20000
Costs of share 1ssues 24 - {1,632) - - - (1632)
At 31 December 2011 9,449 124,755 14,310 (682) (130,061) 17771

Share Share Merger Other Retamed
capital premium TESETVE reserve losses Total

Company Notes £000 £ 000 £000 £ 000 E000 £000
At 1 January 2010 5412 110043 13599 3329 (71500) 60883
Year ended 31 December 2010
Loss for the year - - - - (31674) (31674)
Total comprehensive expense for the year - - - - (31674) (31674)
Transactions with owners
Share options

Proceeds from shares issued 21 24 2 11 - - - 13

Credit in relation to employee

share schemes 26 - - - 542 - 542
Issue of shares excluding options 21 24 35 347 - - - 382
Costs of share 1ssues 24 - (14) - - - (14)
At 31 December 2010 5449 110,387 13599 3,871 (103,174) 30,132
Year ended 31 December 2011
Loss for the year - - - — {15.861) (15.861)
Total comprehensive expense for the year - - - - {15,861) (15,861)
Transactions with owners
Share options

Credit in relation to employee

share schemes 25 - - - 431 - 431
Issue of shares excludng options 21 24 4,000 16,000 - - - 20,000
Costs of share 15sues 24 = {1,632) - - ~  (1,632)
At 31 December 2011 9,449 124,755 13599 4,302 {119,035} 33,070
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Notes to the Consolidated Financial Staternents

for the year ended 31 December 2011

1, Accounting policies

The principat accounting policies adopted in the
preparation of these financual statements are set out
below These polictes have been consistently appled to
all the inanal years presented. uniess otherwise stated

Basis of preparation

The financal statements have been prepared in
accordance wath Intermational Financial Reporting
Stardlards ( [FRS) as adopted by the European Union
and Intemational Financial Reporting Interpretations
Commuttee ( I[FRIC') interpretations endorsed by the
European Unmion and wath those parts of the Comparues
Act 2006 apphcable to companies reporting under [FRS
The financial statements are prepared 1n accordance
wath the hustoncal cost convention As moere fully
explained 1n the Directors Report on page 49 to 52

the going concem basis has been adopted in prepanng
the financial statements

Going concem
Oxford BiloMedtca plc is a research and development

based busmess with no currently marketed products
The Groups business actmities together wath the factors
Tikely to affect its future development performance

and posihion are set out in the \ntroduction (pages 01

to 03 and 06 to (07) the Chairmans Message (page 04)
the Chuef Executives Review {page 08}, the Operational
Review on pages 18 to 29 interview wath the Chief
Saentific Officer (pages 30 to 31} and the Principal Risks
and Uncertainuies on pages 42 to 43 The financial
position of the Group including its cash flows, is
descnbed in the inancial review on pages 33 to 39

In addition, ncte 2 to the finanaiat statements mcludes
the Groups objectives pohcies and processes for
managing its capital 1its financial nsk management
objecuives and 1its exposure to cash flow and

hquidity nsk

The Group 1s expected to incur sigruficant further

costs as it continues to develop its portfoho of candidate
products and related technology The Directors estimate
that the cash held by the Group wll be sufficient to
support the current level of activities into the first quarter
of 2013 Based on anticipated progress \n the business

m 2012, the directors alsc expect to secure additional
financing sufficient for the future needs of the business
beyond the first quarter of next year However there

1s no certamnty that adequate resources will be available
on a trmely basis and in the event that further funding
15 not achieved, then the Group would have to curtail

or suspend the existing programme development

After making engquines the Directors consider that the
Company and the Group have adequate resources to
continue N operational existence for the foreseeable
future Accordingly they have adopted the going concern
basis 1n prepanng the financial statements
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Accounting developments

The following new standards and amendments to
standards are mandatory for the first ime for the financial
year beginnuing 1 January 2011 and are considered to have
an impact on the Group

— Rewvised IAS 24 Related party disclosures’ 1ssued in
November 2009 It supersedes IAS 24 Related party
disclosures 1ssued in 2003 The revised IAS 24 15
required to be apphed from 1 January 2011

The following new standards amendments to standards
and mterpretations are mandatory for the first ime for
the financial year begqinmung 1 January 2011, but are

not currently relevant for the Group

— Classification of nghts 1ssues {Amendment to 1AS 32),
1ssued in October 2009 There have been no nghts
1ssued denominated in a foreign currency and so this
wll have no impact on the Group

— Prepayments of a munimum funding requirernent
(Amendments to IFRIC 14) ssued in Novernber 20091s
effective for annual penods beginming 1 January 2011
The standard 15 not applicable to the Group as there 1s
no defined benefit pension scheme

— Extinguushing financal labihties wath equity
mstruments {Amendment to [FRIC 19) The standard
15 not apphcable to the Group as no renegotiation of
terms with creditors has taken place

— First-time adoption of IFRS - Limited exemption frorn
comparative IFRS 7 disclosures for first-time adopters
{Amendment to IFRS 1) This 18 not applicable to the
Group as it 18 not a fiirst-time adopter of IFRS

— Improverments to Internahonal Financual Reporting
Standards 2010 effective 1 January 2011

The followng new standards new interpretations
and amendments to standards and interpretations
have been ssued but are not effective for the financial
year beginmuing 1 January 2011 and have not been
adopted early

— IFRS 8, ‘Financal instruments 1ssued m December
2009 Thus addresses the classihcation and
measurement of financiat assets The Group 1s
assessing whether there wall be any 1mpact on the
accounting for its inancial assets The standard 1s
not applicable until 1 January 2013 but s available
for early adoption

— IAS 19, 'Employee benefits was amended 1n June 2011
The standard 1s not applicable to the Group as there
is no defined benefit pension scheme

— [IFRS 10, Consolidated financial statements builds
on exasting pnneiples by identifytng the concept of
control as the determurung factor in whether an entity
should be included within the consohdated financial
statements of the parent company The Group has
assessed that this wall not impact the entiies which
are consohdated The standard 15 not applicable untl
1 January 2013 but 15 availlable for early adoption




— IFRS 12 Dnsclosures of interests in other entihes
includes the disclosure requirements for all forms
of interests in other entities \ncluding jont
arrangements associates, special purpose vehicles
and other off balance sheet vehicles The standard
15 hot applicable to the Group

— IFRS 13 Farr value measurement aims to tmprove
consistency and reduce complexity by providing a
precise definition of farr value and a single source of
far value measurement and disclosure requirements
for use across [FRSs The standard 1s not applicable
to the CGroup

Use of estimates and assumptions

The preparation of financial statements 1 conformity
wath IFRS requires the use of certain ¢ntical accounting
estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the inancal
staterments and the reported amounts of revenues
and expenses dunng the reporting period Estimates
and judgements are continually made and are based
on histonc expenence and other factors ncluding
expectations of future events that are believed to

be reasonable in the circumstances

Cntical accounting eshmates and assumptions
Where the Group makes estimates and assumptions
concerning the future the resulting accounting
estimates wall seldom exactly match actual results
Due to the amounts mvolved, the estimates and
assumptions regarding revenue recogrtion and the
impairment of tangible and intangible assets have
the greatest nsk of causing a matenal adjustment

to the carrymg amounts of assets and habihities

Revenue recogrution

In 2009 the Group receved an up-front non-refundable
payment of US$26 0 rmullion (£16 6 muillion} from Sanof
under the ocular product collaboration This 1s being
recognised as revenue on a straight line basis over 42
to 51 months (the expected duration of the iruhal stage
of the collaboration for each of the four products)
Obtairung data from clirnical tnals will be a key factor

in achieving the expected time-hnes Estmating the
start-date and duration of clirucal tnals 1s subject to
many factors, including the time taken to get reguiatory
approval and the rate of patient recruitment 5o such
estimates are inherently nsky Up to 31 December 2011,
revenue of £12 4 milhion has been recogrused in respect
of the iitial payment for this collaboration, with the
remarang £4 2 milon classihed as deferred income

If the revenue recogmtion pencds had been six months
longer the amount of revenue recogrused in 2011 would
have been reduced by £0 6 rmillion (2010 £06 rmulhon)
and the amount of deferred income camed forward

at 31 December 2011 increased by £1 5 milhon (2010
£10 milion) Had the revenue recogmtion penod been
six months shorter the amount of revenue recogmsed
in 2011 would have been increased by £0 8 mullion
(2010 £08 milhon) and the amount of deferred income
carned forward at 31 December 2011 decreased by

E£2 0 mulion (2010 £1 3 rrulhon)
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Ower the terrn of the ocular product collaboration

with Sanoft Oxtord BioMedica may recover up to
USS524 0 malhon in research and development funding
and recogrise this as revenue Project costs In excess
of US$24 0 milkon will be bome by Oxford BioMedica
The amount of research and development funding that
s recogrused as revenue 15 based on an estimate of

the amount of project costs expected to be borne

by the Group by the end of the collaboration Up to

31 December 2011 £11 4 rrullion (2010 £8 7 rmllion)
had been recognised as revenue and £04 muhion
{2010 £05 million) had been classihed as current
deferred income If the estimated total project
expenditure had been 5% hugher the amount of revenue
recogrused to 31 Decermnber 2011 would have been

£0 6 rmlion (2010 £04 malhion) lower and the amount
of deferred Income higher by the same amounts

Intangible asset impairment

The Group has significant intangible assets ansing from
purchases of intellectual property nghts and in-process
R&ED Amortisation 1s charged over the assets patent

Ife on a straight line basis from the date that the asset
becomes avallable for use When there 1s an indicator

of a sigruficant and permanent reduction in the value

of intangible assets an impaiment review 1s carned

out The impairment analysis 1s prncipally based

on estimated discounted future cash flows Actual
outcomes could vary significantly from such estimates
of discounted future cash flows, due to the sensitmity

of the assessment to the assumptions used The
deterrmination of the assumptions s subjective and
requires the exercise of considerable judgerment Any
changes in key assumptions about the Groups business
and prospects or changes in market conditions affecting
the Group or its development partners could matenally
affect the amount of mpaument Thus nsk 15 now
concentrated on purchased patent nghts which have been
sublicensed to collaborative partners At 31 December
2011 the book value of mtangble assets was £3 1 rmullion
of which £2 2 milhon related to PrimeBoost technotogy
In respect of intellectual property nghts and in-process
RED relating to Hi-8% MEL following a marketing wmtiative
that did not result \n secunng a partner an impairment
charge of £3 1 million was recogrused 1n 2011 wnting
the Hi-B® MEL asset down to zero
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Notes to the Consolidated Financial Statements

tor the year ended 31 Decernber 2011

Manufactunng facility carmmymng value

The Group acquired a new manufacturng facility

in 2011 at a cost of £1 9 milion and has icurred
capitalisable refurbishment costs of £1 2 mllion gnang

a book value of £3 1 milion Prior te purchasing the plant
the Group cbtamned an independent valuation and an
indication of a fire-sale pnce if the manufactunng plant
was to be stnpped out and the building sold as & shell
which was substantially less than the year end carrying
vatue However the Directors consider that the book
value 15 supported on a value-in-use basis as the costs
of iIn-house marwfacture of LentiVector® platform batches
15 very substantially lower than the cost of purchasing
them from a third-party contract manufacturer The value
In use catculation 1s based on an assumed output of

19 batches over the next 4 years The number of batches
15 dependent on the progress of the Company and its
coltaborations and so 15 inherently uncertain However
the plant only needs to operate at approximately 50%

of 1its capacity for forecast savings to support the value
n use and carrying value of the facihty

Basis of consolidation

The consohdated statement of comprehensive iIncome
the Group balance sheet and the Group statement

of cash flows nclude the financial statements of the
Company and its subsidiary undertakings made up

to 31 December Subsichanes are consohdated from
the date at which control i1s transferred to the Group

Subsidianes are entihes that are directly or indirectly
controlled by the Group Control exists where the
Group has the power to govern the financial and
operating polhicies of the entity so as to obtain benefits
from its activities In assessing control potental voting
nghts that are currently exercisable or convertible

are taken into account

The purchase method of accounting 1s used tc account
for the acquisiion of subsidianes by the Group The

cost of an acquisition 1s measured as the fair value of

the assets given, equity nstruments 1ssued and habiliies
wmcurred or assumed at the date of exchange Identifiable
assets acquired and habihties and contingent habihties
assumed 1n a business combination are measured rtally
at their farr values at the acquisttion date 1rrespective of
the extent of any minonty interest The excess of the cost
of the acquistion over the far value of the Groups share
of the \dentifiable net assets acquired 15 recorded as
goodwill If the cost of acquisition 15 less than the faiwr
value of the net assets of the subsidiary acquired, the
difference 1s recogmised directly in the statement of
comprehensive ncome Where necessary adjustments
are made to the financial statements of subsichanes

to bnng accounting policies used into line wath those

of the Group
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Inter-company transactions balances and unrealsed
gawns on transactions between group companies are
ehminated Unrealised losses are also eliminated but
considered an impairment indicator of the asset
transferred Accounting polhcies of subsichanes have
been changed where necessary to ensure consistency
with the pohicies adopted by the Group

The Group and Company have elected not to apply

IFRS 3 Business combinations retrospectively to business
combmnations which took place prior to 1 January 2004
namely the acquisition in 1996 of 100% of the 1ssued
share capital of Oxford BioMedica (UK} Limtted that has
been accounted for by the merger accounting method

Revenue

The Group generates revenue from product and
technology hcence transachons and from funded
research and development programmes

Product licence transactions typically have an wutial
up-front non-refundable payment on execution of

the hicence and the potential for further payments
conditional on achieving specific milestones, plus
rayalties on product sales Technology hcence
transactions typically have an wtal up-front
non-refundable payment on execution of the licence
and the potential for further annual mantenance
payments for the term specified in the hicence

Where the 1mtal fee paid 1s non-refundable and there
are no ongomng commutments from the Group and the
licence has no fixed end date the Group recogmses the
element recewved up front as a payment in consideration
of the granting of the licence on execution of the
contract Amounts recewable in respect of milestone
payments are recognised as revenue when the specithc
conditions stipulated n the hicence agreement have been
met Payments inked to “success” such as regulatory filing
or approval achievernent of specified sales volumes,

are recogruised m full when the relevant event has
occurred Mamntenance fees wathin the contracts are
spread over the penod to which they relate usually

a year Otherwase, amounts receivable are recogrused

In the penod i which related costs are incuned or

over the estimated penod to completion of the relevant
phase of development or associated chracal tnals

Research and development funding s recogrused

as revenue over a penod that corresponds wath the
perforrnance of the funded research and development
services Where the Group mcurs pass-through expenses
n relation to collaborative partners’ own research and
development programmes such costs are included

n the Group s fimanaal staternents as operating

expenses net of collaborator rembursement and

the retmbursement recewved does not form part

of the Groups revenue

Arnounts recogrused exclude value added tax
Differences between cash recewved and amounts
recogrused are ncluded as deferred income where
cash recewved exceeds revenue recogrnised and as
accrued income where revenue has yet to be hilled
to the customer




Cost of sales

The Groups products and technologies include
technology elements that are licensed from third parties
Cost of sales 1s the royalty ansing on such third party
hcenses Where royalty due on revenue has not been paid
1t 15 mcluded 1n accruals Where revenue 1s spread over

a number of accounting penods the royalty attnbutable
to the deferred revenue 1s included in prepayments
Pass-through costs reimbursed by collaborative partners
do not form part of cost of sales

Segmental reporting

Operating segments are reported in a manner
consistent wath the internal reporting prowvided to the
chief operating decision-maker The chuef operating
decision-maker responsibie for allocating resources and
assessing performance of the operating segments has
been dentified as the Senmor Management Group {SMG}
The Group has one single business segment based
upon its propnetary technology

Clhirucal tnal expenses

Where advances are made to ciirical thal sites or stocks
of matenals for use 1 clirnucal tnals are purchased and
stored the relevant costs are included in trade and other
recewvables as prepaid chnical tnal expenses Expenses
are charged to the statement of comprehensive iIncome
as clinucal tnal services are camed out or clircal tnal
matenals are used

Exceptional items

Exceptional items represent significant wems of income
and expense which due to their nature or the expected
infrequency of the events giving nse to thermn, are
presented separately on the face of the statement of
comprehensive mcome to give a better understanding
to shareholders of the elements of financial performance
in the penod, so as to faciitate companson with prior
penods and to better assess trends n financial
performance Exceptional tems mnclude non-recurnng
reorganisation costs costs to complete onerous or
futile contracts and intangible asset 1mparments

Financial mstruments

The Group and Company s financial instruments
compnse ihvestments in subsidianes cash and cash
equivalents together with available for sale investments
and recewables and payables ansing directly from
operations Cash and cash equivalents compnse cash

n hand and short term deposits which have an ongnal
matunty of three months or less and are readily
convertible into known amounts of cash Availlable-for-
sale financial assets are non-denvatives that are either
designated n thus category or not classified m any

of the other categones They are ncluded as non-current
assets unless management intends to dispose of the
nvestments within 12 months of the inanaial year

end Bank deposits wath matunty of more than three
months at the date of inception are included in the
classification Financial assets available for sale
nvestments' and are carned at thew histonc purchase
pnce unless there 1s objective evidence of impawrment
n which case they are wnitten down to farr value
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Such assets are classified as current where management
intend to dispose of the asset wathain twelve months of
the financal year end Financal instruments are valued
at fawr value, subject to review for impairment at the
financial year end Charges or crecits for impawrment are
passed through the staternent of comprehensive ncome

The Group does not enter into denvative transactions
and it 1s the Groups policy not to undertake any trading
n financial instruments The Group does not have any
commtted borrowing faciiies Current operations are
financed from its own cash resources Cash balances are
mainly held on short and medum term deposits wath
financial institutions with a credit rating of at least A, in
hine with the Groups policy te murumuse the nsk of loss
The mamn nsks asscciated wath the Groupss financial
mstruments relate to mterest rate nsk and foreign
currency nsk The Groups policy in relation to interest
rate nsk1s to monutor short and medium term interest
rates and to place cash on depostt for penods that
optimise the amount of interest earned while mairtaining
access to sufficient funds to meet day to day cash
requirements In relation to foreign currency nsk

the Group's policy 1s to hold the majonty of its funds

in Stering No other hedging of forewgn currency cash
flows 1s undertaken

Leases

Assets acquired under leases are reviewed to see f they
are operating leases or finance leases The following
charactenstics would lead to classification as a finance
lease

— If the leases transfer ownershup of the assets at the end
of the lease

— [f they have a bargain purchase option

— [f the lease term 1s for the major part of the econormic
nfe of the asset

— If the leased assets are speciahsed for the lease only

No leases have been classified as finance leases Costs in
respect of operating leases are charged to the statement
of comprehensive income on a straight hine basis over
the lease term
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Notes to the Consolidated Financial Statements

tor the year ended 31 December 2011

Property, plant and equipment

Property plant and equipment are camed at ther
histoncal purchase cost together wath any incidental
expenses of acquisition, less depreciation Cost includes
the onginal purchase pnce of the asset and any costs
attnbutable to bringing the asset to its working condition
for its intended use such as refurbishment costs

Depreciation 1s calculated so as to wnte off the cost

of property plant and equaipment less thetr estimated
residual values on a straight ine basis over the expected
useful economuc hives of the assets concemed
Depreciation of an asset beqins when it 1s available for
use The pnncipal annual rates used for this purpose are

Manufactunng assets including 10%
freehold property
Short leasehold improvements 20%

(or the remaining lease
term if shorter)

Computer equipment 33%

Office and laboratory equipment 20%
fixtures and itangs

The assets residual values and useful lives are reviewed
and adjusted 1If appropnate at each financal year end

Intangqible assets

Intangible assets relating to intellectual property nghts
acquired through hcensing or assigrung patents and
know-how are camed at histone cost less accumulated
amortisation and impawrments where the useful
economic ife of the asset 15 firute and the asset will
probably generate economic benefits exceedmng costs
Where a finute useful hfe of the acquired intangible asset
cannot be detenmined the asset 1s tested annually for
impaiment Amortisation commences when products
underpinned by the intellectual property nghts become
available for use In this context, a development candidate
which 1s at a stage where management would expect

1t could be the subject of a commercial development
collaboration or availlable for out-hcensing then the
inteltectual property asset 1s considered to be avallable
for use Amortisation 1s calculated on a straight Iine
basis over the rermaming patent hfe of the asset

Expenditure on product development 1s capitalised as an
ntangible asset and amortised over the expected useful
econcmic hife of the product concermed Capuitalisation
commences from the pont at which technical feasibitity
and commercaial viability of the product can be
demonstrated and the Group 15 satished that 1t 15 probable
that future econormic benefits wall result from the product
once completed Capitahisation ceases when the product
recelves requlatory approval for launch No such costs
have been capitalised to date
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Expenditure on research and development activities that
do not meet the above cntena. including ongoing costs
associated wath acquired intellectual property nghts and
intellectual property nghts generated intermailly by the
Group 1s charged to the statement of comprehensive
income as ncurred Intellectual property and in-process
research and development from acquisiions are
recogrused as intangble assets at farr value Any residual
excess of consideration over the farr value of net assets
N an acqraisition 1s recognised as goodwill in the
financial statements

Impairment of non-financial assets

The carmying value of non-financial assets wath indefinmte
lives 1s reviewed annually for impairmert or earher if

an indicatton ¢f imparment occurs and provision made
where appropnate Charges or credits for impairment are
passed through the staternent of comprehensive Incorme
An mmparment loss 15 recogrised for the amount by
which the asset s carnying amount exceeds its recoverable
amount The recoverable amount 15 the higher of

an asset s fawr value less costs to sell and value n use

For the purposes of assessing impairments assets are
grouped at the lowest levels for which there are separately
identifiable cash flows or cash-generating urits

Financial assets investments

Fmancial assets investments of the Group are carned
at cost less any provision made for mparrment Options
over the Cornpany s shares have been awarded to
employees of subsichary comparies In accordance wath
UITF44 the Company treats the value of these awards
as a capital contnbution to the subsidianes resuling

N an increase in the cost of nvestment

Trade recewvables

Trade recewables are recogrused wutally at fair value

and subsequently measured at amortised cost using the
effective interest method, less provision for impairment
A provision for impairment of trade receivabless
established when there 15 objective evidence that

the Group will not be able to collect all amounts due
according to the onginal terms of the receivables
Significant financial difficulties of the debtor, probability
that the recewvable wall enter bankruptcy or filnancial
recrgarusation and default or dehnguency in payments
(more than 30 days overdue) are considered indicators
that the trade recewvable 1s impawed The amount of the
prowvision is the difference between the assets carmying
amount and the present value of estimated future cash
flows discounted at the ongmnal effective interest rate
The carrying amount of the asset 1s reduced through the
use of an allowance account and the amount of the loss
15 recogrised in the income statement wathin selling and
marketing costs When a trade receivable 1s uncollectible
1t 1s wntten off against the allowance account for trade
recewables Subsequent recovenes of amounts previousty
wntten off are credited aganst seling and marketing
costs 1IN the income statement




Cash and cash equivalents

Cash and cash equivalents include cash in hand deposits
held on call wvith banks and other short term hghty hquid
mvestments wath onginal matunties of three months or
less Bank deposits wath onginal matunities between three
months and twelve months are included in current assets
and are classified as available for sale financial assets
After initial recogruton  avatable for sale investments

are measured at ther far value

Trade payables

Trade payables are obhgations to pay for goods or services
that have been acquired in the ordinary course of business
from supphers Accounts payable are classified as current
habilities if payment 1s due wathun one year or less If not
they are presented as non-current habiibes Trade payables
are recogrused initally at fair value and subsequently
measured at amortised cost using the effective

Interest rmethod

Provisions

Provisions are measured at the present value of

the expenditure expected to be required to settle

the obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the nsks specihc to the obligations The increase in
the provision due to the passage of time 15 recogmsed
as mnterest expense

When leasehold properties becomne redundant or excess
space anses \n those properties the Group provides for
all costs to the end of the lease or the anticipated date
of surrender of the lease net of anticipated ncome
Onerous lease provisions are discounted using the UK
government zero-coupon bond yeld applicable to

the term of the cash flows

The Group recogruses dilapidations provisions when
property leases have a legal or constructive obligation

1o renstate any alterations or to make good dilapidations
at the end of the lease, &t 15 probable that an outflow of
resources will be required to settle the cbliigation and
the amount has been rehiably estimated Dilapidations
provisions are discounted using the UK government
bond yeld applicable to the remaming term of the
relevant leases

Share capital
Ordinary shares are classihed as equity Costs of share
1ssues are charged to the share prermum account
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Government and other grants

[ncome from government and other grants 1s recogrised
over the penod necessary to match them wath the related
costs which they are ntended to compensate on a
systematic basis This grant income 1s included as other
operating Income within the statement of comprehensive
ncome, and the related costs are included withun
research and development costs and administrative
expenses Where the purchase of property plant and
equipment 1s supported by a grant the relevant asset

15 included n the balance sheet at s full purchase

pnce and grant ncome 1s recogrused over the useful

Iife of the asset The difference between grant mcome
receivable and income recogmised 1s mcluded in

deferred income

Rental ncome

Rental income from the Groups redundant former
research and developrment facility in San Diego USA 1s
offset n the statement of comprehensive mcome aganst
the rent payable under the head lease Rental income 1s
recogrused in the statement of comprehensive \ncome
when it becomes recewable

Employee benefit costs

The Group operates a defined contribution pension
scheme for uts directors and employees The assets

of the scheme are held 1n independently adrmirustered
funds The pension cost charge recogrused in the penod
represents amounts payable by the Group to the scheme

Share based payments

Equaty settled share based payments under which the
Group recewves services from employees as consideration
for equity instruments (options) are measured at fair value
at the date of grant and expensed on a straight-line basis
over the vesting pened of the award Options 1ssued on
the same date are valued in batches where the valuation
model assumptions are the same At each financial year
end the Group revises its estimate of the number of
coptions in each batch that are expected to become
exercisable based on the non-market vesting condihion
At the end of the vesting penod for each batch of options
the cumulative charge for share-based payment reflects
the actual cptions that have vested with no charge

for those options which were forfeit pnor to vesting

The financal consequences of revisions to the onginal
astimates 1f any, are recogrused in the current year
staternent of comprehensive income etther as an
addition to or a deduction from the charge for share-based
payment with a corresponding adjustment to equity

The fair value of share options 1s measured using a
Black-Scholes option pricing model Where complex
market performance crnitena exist a Monte Carlo model
has been used to establish the far value on grant

When share options are exeraised the proceeds recewed
are crechted to share capital (normunal value) and

share prermum
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Notes to the Consolidated Financial Statements

for the year ended 31 Decermber 2011

Other employee benefits

The expected cost of compensated short term absence
{e g holidays} is recogrnised when employees render
senaces that increase thewr entitiernent Accrual 1s made
for holidays earned but not taken and prepayments
recogrused for hohdays taken in excess of days earmed

Foreigm currency translation and transactions

Items ncluded in the financial statements of each of

the Group s entities are measured using the currency

of the pnmary economic environment in which the entity
operates (the functicnal currency ) The conscldated
financial statements are presented n Sterling which

ts the Company s and the Groups functional and
presentaticnal currency

Monetary assets and habiities in foreign currencies

are translated into the funcuonal currency at the rates

of exchange ruhng at the end of the financal year
Transactions in foreigr currencies are translated into

the functional currency at the rates of exchange ruling at
the date of the transaction Foreign exchange differences
are taken to the statement of comprehensive income

in the year in which they anse

Assets and habilities of the Company s US subsidiary are
translated to Sterling at the year end exchange rate whilst
its staterments of income and cash flows are translated

at monthly average rates Redundant assets at the US
subsichary’s former laboratones have been wntten down
tc a book value of zero and have nc impact on present

or future exchange differences Translatlon differences
that anse are taken directly tc a currency translation
account withun equity

Taxation mcluding deferred income tax

The charge/credit for current tax s based on the results
for the year ad)usted for tems which are non-assessable
or disallowed It s calculated using tax rates that have
been enacted or substantially enacted at the financial
year end

Deferred income tax 1s accounted for using the hability
method n respect of temporary differences ansing
from differences between the carrying amourt of
assets and habilities in the financial statements and

the corresponding tax bases used 1n the computation
of taxable profit In principle, deferred income tax habihties
are recognised for all taxable termmporary differences and
deferred income tax assets are recogrused to the extent
that it 1s probable that taxable profits will be available
aganst which deductible tempoerary differences can

be utihsed

Deferred income tax habtlittes are recogmsed for

taxable termporary differences ansing on investments in
subsidianes and associates except where the Group and
cormpany are able to control the reversal of the temporary
difference and 1t s probable that the temporary difference
wll not reverse in the foreseeable future
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Deferred nmcome tax 1s calculated at the average tax rates
that are expected to apply to the penod when the asset
1s reahsed or the hability 1s settled Deferred income tax

15 charged or credited in the statement of comprehensive
ncome except when it relates to wtems credited or
charged drectly to equity in which case the deferred
ncorne tax 1 also dealt with n ecqquity

2, Financial nsk management

Financial nsk factors

The Croups relatively simple structure pnncipally
operating n the United Kingdom, and the lack of debt
hnancing reduces the range of financal nsks to which
1t 15 exposed Monitonng of inancial nsk 1s part of the
board s ongong nsk management the effectiveness of
which s reviewed annually The Groups agreed policies
are imnplernented by the chuef financial officer who
submits reports at each board meeting The Group does
not use financiat denvatives and it 1s the Group s policy
not to undertake any trading in financial instruments

{a) Foregn exchange nsk

At the current time the Group's revenues are mostly
recewvable n Unuted States Dollars and certain of its
expenditures are payable in Euros and US Doliars The
majonty of operating costs are denorminated n Sterhng
In 2011 the level of US Dollar-denominated recewpts was
closely matched by US-Dollar denominated payments
such that a 10% diference in the £/$ exchange rate would
only have had an impact of approximately £10000 over
the year In the future if this degree of matching was not
present it could present a possible source of foreign
exchange nsk The Group had a shghtly greater exposure
to the £/€ exchange rate due to the need to fund
expenditure denominated n Euros Had Sterling been
10% weaker in relation to the Euro the increased cost

n 2011 would have been approximately £224 000

(b) Interest rate nsk

The Group does not have any commutted borrowing
faciities Current operations are financed from its own
cash resources The Groups policy 15 to maxirrise nterest
receivable on deposits subject to maintairing access

to sufficient hqud funds to meet day to day operational
requirements and preserving the secunty of invested
funds With the current low level of bank interest rates
interest recetvable on bank deposits n 2011 was just
£144 000 (2010 £213000)

If interest rates had been 100 basis points higher/iower
N 2011 the impact on et loss in 2011 would have been
a decrease/increase of £111000 (2010 £164 000) due

to changes in the amount of interest recervable




(¢} Credit nsks

The Groups policy 1s to place funds wath financial
nstitutions rated at least A and to distnbute deposits
between several banks

Currently the majonty of the Groups revenue and a
sigruficant proportion of the Groups trade and other
recewvables denve from a single trading relatienship
Although the counter-party is a profitable well-capitalised
multinational orgarusation there 1s a theoretical credit

nsk associated wiath this concentration of revenue

{d) Cash flow and Liqundity nsk

At present the Groups operations are funded from its
cash and short-term investments The matunty profile
of mvestments s structured to ensure that sufficient
hquud funds are avallable to meet planned operating
requirements To date the Groups funding has been
provided mainty by the 1ssue of shares and from
commercial collaborations Most recentty the Company
raised £20 milhon before costs from a placing and open
offer which closed on 10 January 2011 Future working
capital 15 expected to be provided by commercial
collaborattons and licensing transactions Licensing
transactions typically provide funding from rmilestone-
based payments which are significant in size but
mfrequent There can be no certainty that thus source
of funding will be timely or sufficient and that agditional
funding from other sources ncluding the ssue of further
shares will not be required In planning the Groups
actmvities and its financial resources, the directors take
account of the probability receiving income from
commercial collaborations and of the likely availability
of other sources of funding The Groups spending plans
are set to achueve a balance between adding value

to the key development programmes while seeking

to maximise the operating window provided

by current funds The directors consider that the
Company and the Group have adeguate resources

to continue 1In operational existence for the

foreseeable future

(e} Pncing nsk

Currently the Groups revenue derves from collaboration
milestones and reimbursement of funded research and
development, which should not be sensitive to pncing
nsk The ocular research and development collaboration
with Sanofi 1s subject to an overall cap of US$24 million.
which means that iIf the relevant costs escalate from the
levels currently anticipated the Group would suffer future
losses equal to the amount of cost escalatton

(f) Capital management

The Group manages its cash, cash equivalents and
available for sale investments in order to ensure it
has working capital to meetts day to day needs and
has never falled in this objectwve Further information
on cash flow and hquedity nsk 1s given in section {d)
above The Group 1s not subject to any regulation
requinng any specific capital management
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Denvative financial instruments and hedging
There were no denvatives at 31 December 2011
or 31 December 2010, and hedge accounting has
not been used

Farr value estirnates
The faer vatue of short term deposits with a matunity
of one year or less 1s assumed to be the book value

3. Segmental analysis

The chief operating decision-maker has been dentified
as the Seruor Management Group (SMG) compnising
the executive directors and other key members of
management The SMG reviews the Groups internal
reporting n order to assess performance and allocate
resources Management has deterrmined the operating
segmerits based on intermal managernent reports

The SMG considers that the business compnses

a single actvity which 1s biotechnology research and
development The SMG reviews the Groups profit

or loss and its cash flows assets and liabities on

a whole-company basis In carrying out these reviews
the SMG considers all matenal iterns of income and
expendutures that are directly attnbutable to indmdual
development programmes The mnternal management
reports do not allocate assets and habilities or shared
overheads to mdmwidual products as the Group does
not consder it meaningful, in the present development
phase to atternpt to attnbute profits or losses to
inchwvidual products

Based on the above considerations there 1s considered
to be one reportable segment biotechnology research
and development

Internal and extermal reporting 15 on a consohdated basis
with purchases and sales between subsidianes elirmnated
on consolidatton Therefore the segment inancial
nformaton is the sarne as that set out in the consolidated
statement of comprehensive Income the consohdated
balance sheet, the consolidated statement of cash flows
and the consoldated staterment of changes in equity
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Notes to the Consolidated Financial Statements

tor the year ended 31 Decemnber 2011

The Groups revenue denves wholly from assets located in the United Kingdom Analysed by location of custemners
revenue denves from the European Urion and the Uruted States of Amenca

2011 2moe
Revenue by customer location £000 £000
Europe 7379 10347
Urnited States of Amenca 339 806
Total revenue 7718 11,153

Revenue attnbutable to the ocular collaborahon with Sanoh was £7.316 000 (2010 £10286,000)
No revenue has its destination in the United Kingdom

4, Employees and Directors

The average monthly number of persons {including executive directors) employed by the Group dunng the year was

2011 2010
By activity Number Nurnber
Office and management 10 11
Research and development 76 62
Total 86 73

2011 2010
Employee benefit costs £000 £000
Short term employee benefits 4,955 4916
Post-employment benefits (note 28) 329 296
Termmaton benehts 47 35
Share based payments (note 23) 431 542
Total employee benefit costs 5,762 5,789

2011 2010
Key management compensaton £000 £000
Short term employee benefits 2,264 2557
Post-employment benefits 150 151
Termmation benefits - 30
Share based payments 326 403
Total 2,740 3141

The key management fiigures above include executive and non-executive Directors as well as the rest of the
Sernor Management Group  Further information about the remuneration of individual Directors s provided in the
audited part of the Directors Remuneraton Report on pages 53 to 58, which forms part of these financial statements

The Company had no employees dunng the year (2010 i)

5, Exceptional items

Exceptional items represent signihicant items of income or expense which due to their nature or the expected
nfrequency of the events giving nse to them, are presented separately on the face of the statement of comprehensive
ncome to give a better understancing to shareholders of the elements of financial performance n the year so as

to facilitate companson with pnor periods and to better assess trends \n financial performance

2011 2010
Group £000 E000
Exceptional research and development costs 3.136 3949

In 2010 following a review of the carrying value of intangible assets the Directors made a provision for impairment
of £3 949000 covenng the product Hi-8* MEL In 2011 at the conclusion of a divestment process which did not secure
a partner for Hi-8® MEL, the residual carmrying value of £3 136,000 was vmpatred
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6, Finrance mcome and expense

2011 2010
Group £ 000 £000
Fnance income
Bank interest recewvable 144 213
Other nterest recewvable = 9
Total finance income 144 222
Finance expense
Unwinding of discount in prowvisions {note 18} 8 (14)
Other interest payable - {1}
Total inance expense (8) (15)
Net finance ingcome 136 207
7. Expenses by nature
Group Company

2011 2010 2011 2010

£000 £000 £000 £000
Excluding exceptional items
Cost of sales {royalties payable) — net charge/{credit) 555 {593} - -
Empleyee benefit costs (note 4} 5,762 5789 - -
Consumables used 1,211 1013 - -
Depreciation of property plant and equipment (note 12} 336 345 - -
Amortisation and impatrment (note 11} 450 699
Impairment of investment (note 13) 15,275 31522
Loss on disposal of property plant and equipment - 2 - -
Loss on disposal of iIntangible asset - 17 - -
Profit on sale of fixed asset investment - (36) - -
Repairs and maintenance expenditure on property plant and equipment 263 246 - -
Operating lease payments 1,123 1122 - -
Rental income from sublease {482} 481) - -
Consultants and subcontracted research 687 372 - -
Externally contracted chnical and pre-chnucal development 4,766 7077 - -
Legal and professional fees including patent costs 1,693 1555 128 143
Net gain on foreign exchange {21) (102} - -
Other expenses 2,733 2232 8 9
Total before exceptional items 19076 19257 15861 31674
Exceptional items
Impaimment of intanqible assets 3136 3945 — -
Total cost of sales, research and development and adrmurnustrative expenses 22,212 23206 15,861 31674
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Notes to the Consolidated Financial Statements

for the year ended 31 December 2011

Dunng the year the Group obtained services from the Groups auditors as detailed below

Group ‘Company

2011 2010 2011 2010

Sennces provided by the Group's auditors £000 £000 £ 000 £000
Fees payable to the Company s auditors for the audit of the parent company

and consohdated financial statements 44 37 52 37
Fees payable to the Company s auditors and its associates for other sennces

The audit of the Company s subsidianes pursuant to leqistation 38 29 - -

Other services pursuant to legislation 11 28 5 18

Taxation 23 22 1 -

Expenses of share issue?! - 170 - 170

Total 116 286 58 225

1 In 2010 the Cornpany incurred costs of £170,000 with PneewaterhauseCoopers LLP (¢lassthed as prépayments at 31 December 2010 and charged as costs of share 1ssues

n 2011} in connection wath the placing and open offer which closed on 10 January 2011

8, Taxation

The Group 1s entitled to claim tax creduts in the Urated Kingdom for certain research and development expenditure
The amount ncluded n the statement of comprehensive Income for the year ended 31 December 2011 comprises
the credit recewvable by the Group for the year less overseas tax paid in the year The United Kingdom corporation
tax research and development credit 1s paxd in arrears once tax retums have been filed and agreed The tax crecit
recogrused in the financial statements but not yet received s included in current tax assets in the balance sheet
The amounts for 2011 have not yet been agreed wath the relevant tax authonties

Group
2011 2010

Continuing operations E£ 000 £000

Current tax

United Kingdom corporation tax research and development credit {1,641) (1.331)

Overseas taxation 58 70

(1,583) (1,261}

Adjustments in respect of prior penods

Unuited Kingdom corperation tax research and development credit (87) (239)
Overseas taxation (1) {14}
Taxation credit {1,671)  (1.514)

The Company has no tax hability nor s it entitted to tax credits (2016 )
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The tax credtt for the year 1s lower (2010 lower) than the standard rate of corporation tax in the LUK The differences

are explained helow

Group Company

2011 2010 2011 2010

E 000 L 000 £ 000 E0Q0
Loss on ordinary activities before tax {14,302) (11,804) {15.861) (31674)
Loss on ordinary actiities before tax multiphed by the standard rate
of corporation tax in the UK of 26 5% (2010 28%) 3,790} (3,305) (4,203) (8869)
Effects of
Accelerated tax depreciation and other timung differences 979 1269 - -
Expenses not deductible for tax purposes
(includes imparment of nvestments 1n subsichanes} 45 1 4,167 8827
R&D rehef mark-up on expenses (1,949) (1608} - -
Difference in rate relating to R&D tax credits 1,766 1331 - -
Tax deduction for share options less than share option accounting charge 174 263 - -
Overseas tax 5 5 - -
Tax losses camed forward to future penods 1,207 750 36 42
Overseas tax difference inrate {20) 23 - -
Adjustments 1n respect of pnor penods (88) {253} - -
Current tax credit for the year {1,671) ({1514} - -

At 31 December 2011 the Group had tax losses to be camed forward of approximately £873 mullion {2010 £83 0 mulhon}
of which £82 6 milhon has been agreed with the revenue authonties Of the Group tax losses £873 rmllion (2010

£83 0 mulhon) arose in the United Kingdom
There s no deferred tax recogrised (see note 20)

9, Basic loss and diluted loss per ordinary share

The basic loss per share has been calculated by dividing the loss for the year by the weighted average rumber of shares

m ssue dunng the year ended 31 December 2011 (935 012 543 2010 543924 620)

As the Group 1s loss-making, there were no potentally chlutive options in either year There 1s therefore no difference

between the basic loss per ordinary share and the dituted loss per ordinary share

10, Loss for the financial year

As perrmitted by section 408 of the Comparues Act 2006, the Company s statement of comprehensive income has
not been included n these financial statements The Company s loss for the year was £15,861,000 (2010 £31.674 000)
The loss includes a charge of £15725 000 (2010 £31.522 000} for impaiment of investments in subsidianes
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Notes to the Consolidated Financial Statements

tor the year ended 31 Decernber 2011

11, Intangnble assets

Intellectual
In-process property

R&D nghts Total
Group £ 000 £000 £ 000
Cost
At 1 January 2011 10400 5289 15689
Additions - 9 2
At 31 December 2011 10,400 5,298 15,698
Accumulated amortisation and impairment
At 1 January 2011 7238 1,768 9006
Amortisation charge for the year 114 336 450
Impairment provided in the year 3048 88 3136
At 31 December 2011 10,400 2,192 12,592
Net book amount at 31 December 2011 - 3,106 3,106
Cost
At 1 January 2010 10400 5505 15905
Additions - 229 229
Disposals - {445) (445)
At 31 December 2010 10,400 5289 15,689
Accumulated amortisation and impairment
At 1 January 2010 3667 1119 4786
Amortisation charge for the year 409 290 699
Impairment provided in the year 3162 787 3949
Disposals - 428) (428}
At 31 December 2010 7,238 1,768 9,006
Net book amount at 31 December 2010 3.162 3521 6,683

For intangible assets regarded as having a finite useful ife amortisation commences when products underpinned by
the intellectual property nghts become available for use Armortisation 1s calculated on a straight line basis over the
rernaiming patent life of the asset

Anintangible asset 1s regarded as having an indefirute useful life when, based on an analysis of all of the relevant factors
there 1s no foreseeable imit to the penod over which the asset 1s expected to generate net cash inflows for the entity
Such assets are tested annually for impairment

In-process RED relates to the product Hi-8® MEL acquired as part of the acquisition of Oxxon Therapeutics Lirmated in
2007 Dunng the year a process to divest Hi-8® MEL was concluded without secuning a partner The asset was fully
impaired with a charge of £3 136000 (2010 charge of £3 948000}

Imparment losses are recegnised for the amount by which each asset s carrying amount exceeds its recoverable
amount The recoverable arnount 15 the tugher of an asset s farr value less costs to sell and value in use Where the asset
15 no longer being developed by the Company sales value less cost to sell 1s used as the recoverable amount

Value in use 1s calculated using estimated discounted future cash flows Key assurmptions in the discounted cash flow
calcutations are

— The product 1s developed by a collaborative partner who funds all future developrnent costs and rarkets the product
— The Group recewves an imitial heence fee rmilestone payments and royalties on sales

— The cash flow projections include estumates for selling pnce, royalty rates, population growth, disease mcidence
and market penetration

— The resulting cash receipts are discounted at 12% per annum

— The cash flow projections are a long-term view, based on the expected patent ife Due to the iength of the
devetopment cycle for innovative medicines this penod 1s sigrificantly longer than 5 years
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The key assumptlions are management estimates based where possible on available information for simiar products
Due to the novelty and early stage of development of the Groups products it 1s not possible to benchmark these
assumptions agamst past expenence

Impairment and amortisation charges are included wathan research and development costs in the statement of
comprehensive income

Intellectual property nghts compnse third party patent nghts that have been purchased by the Group No in-house
research and development or patent costs are included in mtangible assets

The Company had no intangibles at 31 December 2011 or 31 Decernber 2010

12, Property, plant and equipment

leasehold equipment
Freehold mprove- and laboratory

property ments computers equipment Total
Group £000 £000 £000 £000 £000
Cost
At 1 January 2011 - 2966 441 2913 6320
Exchange adjustments - 1 - - 1
Additions at cost 3115 44 214 596 2969
Disposals — - (49) {193) (242}
At 31 December 2011 3,115 3,011 606 3316 10,048
Depreciation
At 1 January 2011 - 2716 351 2673 5740
Exchange adjustments - i - - 1
Charge for the year 45 93 86 112 336
Disposals - - (49) (193) (242)
At 31 December 2011 45 2,810 388 2,592 5,835
Net book amount at 31 December 2011 3,070 201 218 724 4,213
Office
Short  equipment
leasehold and Laboratory
improvements computers eguipment Total
£000 £ 000 £000 £000
Cost
At 1 January 2010 2864 395 2859 6118
Exchange adjustments 15 1 - 16
Additions at cost 137 61 99 297
Disposals {50) (16} 45) {111)
At 31 December 2010 2,966 441 2,913 6,320
Depreciation
At 1 January 2010 2597 292 2598 5487
Exchange adjustments 15 1 - 16
Charge for the year 154 72 119 345
Disposals (50} {14) 44) (108)
At 31 December 2010 2,716 351 2,673 5,740
Net book amount at 31 December 2010 250 90 240 580

On 25 February 2011 the Group purchased a freehold property in Oxford UK comprising a manufactunng facility

and associated offices and laboratones for £1,896 000 including costs of acqusiton The facility was previously

approved by the Medicines and Healthcare products Regulatory Agency (MHRA} to Good Manufactunng Practice
(GMP) standards Oxford BioMedica has invested a further £1 219000 on the building and £477000 on plant and
equipment in order to cormimission the facility a process which was substantially complete by 31 Decemnber 2011

The Company had no property plant and equipment at 31 December 2011 or 31 December 2010
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Notes to the Consolidated Financial Statements

for the year ended 31 Decernber 2011

13, Investment in subsidianies

Fixed asset investments company

2011 2010
£ 000 L0000

Shares in group undertakings
At 1 January and 31 December

17158 17158

Loans to group undertalangs

At 1 January

Loan advanced/(recovered) in the year
Subsidiary debt settled by 1ssue of parent shares

110,423 110420
18,433 (182)
- 185

At 31 December

128,856 110423

Total investments in shares and loans to group undertakings

146,014 127381

Impaiment

At 1 January 101,476 65954
Impairment charge n the year 15725 31522
At 31 December 117,201 101,476

Net book amount at 31 December

28,813 26105

Capital contnbution m respect of
employee share schemes (see note 26)

At 1 January 3,871 3329
Additions n the year 431 542
At 31 December 4,302 3871
Total investments 33,115 29976

The Group had no mvestments at 31 December 2011 (2010 nil}

Interests in subsidary undertalkings

Proporticn of nominal
value of issued shares
Country of Description of held by the Group
Name of undertaking t i shares held and C. Nature of
Oxford BioMedica (UX) Lirmited Great Britan  1p ordinary shares 100% Gene therapy
research and
development
BioMedchca Inc Uruted States of America S0001 100% Gene therapy
common stock rescarch and
development
Oxxon Therapeutics Limited Great Bntain_1p ordinary shares 100% Dormant

All of the above subsidianes have been consoldated in these inancial statements

At each year end the directors review the carmying value of the Company s investment in subsidianes, by reference

to the Groups market capitalisation on the London Stock Exchange Where there 15 a matenal and sustained shortfall
or a sigrficant and sustained change n the business resulting in an mcrease n market capitalisation, the dwrectors
consider this to be a tngger of an impairment review as set out in [AS 36 and the carrying value of the Company s
nvestments in subsidianes 1s adjusted The directors consider that reference to the market capitalisation of the Group
1s an appropnate external measure of the value of the Group for this purpose Followang an impawment review at

31 Decermnber 2011 a £15 725,000 mpairment charge was recogrised Cumulative impairment of £117201.000 was

held at 31 December 2011
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14, Trade and other receiwvables

Croup Company
2011 2010 2011 2010
£000 £.000 £ 000 £000
Non-current
Other recewvables — rent deposit - 150 - -
Current
Trade receivables 154 394 - -
Accrued income 33 1366 - -
Other receivables 256 108 - -
Other tax recewvable 858 109 - -
Prepaid costs of share 1ssues - 777 - 777
Prepaid clirical tnal expenses 493 368 - -
Prepayments 1,006 1523 1 15
2,800 4645 1 792
Total trade and other receivabtes 2,800 4795 1 792

The fawr value of trade and other recewables are the current bock values

At 31 December 2011 and 31 December 2010 none of the trade receiwvables were aged over three months and
consecquently there are considered to be no past due trade recewvables No provision for impaurment of receivables
has been recogrised Non-current recevables are not discounted as the impact of discounting would not be matenal

Accrued income of £33 000 (2010 £1.366 000) relates to RED funding recewvable from Sanofi

In January 2011 the Company raised £20 million before costs in a placing and open offer Costs related to the share
1ssue of £777000 classified as prepard costs of share issues at 31 December 2010 were recogrsed as costs of share
1ssues in 2011

Prepawd chnical tnal expenses mamly compnse advance payments to cinical tnal sites
The carrying amounts of the Groups trade and other recewables are denomunated in the followang currencies

2011 2010

£ 000 £000

Stering 1,841 2669
US Dollar 959 2126
2,800 4795

The Company's receivables are alt denominated in Stering

The maximum exposure to credit nsk at the reporting date 1s the fair value of each class of recewvable above The Group
does not hold any collateral as secunty

15, Cash and cash equivalents

Croup Company
2011 2010 2011 2010
£ 000 £000 £00C £000
Cash at bank and wt hand 6,835 6653 - 2
Total cash and cash equivalents 6,835 6653 - 2

In addtion to the cash and cash equivalents descnbed above the Group held Sterling bank deposits of £7500 000
(2010 £5,603 000} wath a matunty of twelve months classified as available for sale investments None of these deposits
1$ past due or impared

The Company held no avallable for sale nvestments in 2011 or 2010
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16, Trade and other payables — current

Group Company

2011 2010 2011 2010

£000 £000 £000 £000

Trade payables 1,200 1277 - -

Other taxation and sociai secunty 161 139 - -

Accrued share 1ssue costs - 525 - 525

Accruals 1,865 1,982 46 113

Total trade and other payables 3,226 3923 46 638
17 Det NCoTm!

2011 2010

Group £000 £000

Current 4,386 5201

Non-current 170 4201

Total deferred mcome 4,556 9402

On 28 Apn! 2009 the Group entered into a collaborative programme with Sanof to develop gene therapy products

to treat ocular diseases An inihial non-refundable payment of US$26 million (£16 641 000} was recewved This 1s beng
recogrused as revenuue on a straight hne basis over 42 to 51 months {the expected duration of the inal stage of the
collaboration for each of the four products) Revenue to date of £12 440 000 has been recogrused under thus collabora-
tion, of which £4 665 000 was recognised in 2011 The remarming £4 201,000 1s classified as deferred income £4 031.000
15 expected to be recogmsed as income n the next 12 menths and 1s classified as current the remaming £170000 15
classified as non-current

Over the term of the ocular gene therapy coltaboration, Qxford BioMedica may recover from Sanofi up to US$24 milhon
n research and development funding Project costs 1n excess of US$24 milhon will be bome by Oxford BioMedica

To date £11,387000 has been recogrused as revenue of which £2 651 000 was recogrused in 2011 £355 000 (2010
£457,000) has been classified as current deferred income

The Company had no deferred mcome n 2011 or 2010

18, Provisions

Onerous

Chnical trial Dilapidations lense Total

Group £000 £'000 £ 000 £000
At 1 January 2011 - 457 124 581
Exchange adjustments - - (2} 2}
Utihsed 1n the year - - (82) (82)
Unwinding of discount - 7 1 8
Change of discount rate - adjustment to recognised fixed asset — 37 — 37
At 31 December 2011 — 501 41 542
At 1 January 2010 817 420 200 1437
Exchange adjustments - - 8 8
Utiised n the year (817} - (88) {905)
Unwinding of discount - 12 2 14
Change of discount rate — charged in the statement of comprehensive income - - 2 2
Change of discount rate — adjustment to recogrused fixed asset - 25 - 25
At 31 December 2010 - 457 124 581
2011 2010

£ 000 £000

Current 41 83
Non-current 501 498
Total provisions 542 581
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The dilapidations provision relates to anticipated costs of restonng the leasehold property in Oxford, UK to its
onginal condition at the end of the present leases in 2016 discounted using the rate per the Bank of England nominal
yield curve The equivalent rate was used in 2010 The provision will be utihsed at the end of the leases If they are
not renewed

The onerous lease proviston relates to the estimated rental shortfall in respect of a redundant property in San Diego
USA which has been sub-let for the remainder of the lease term unti June 2012 discounted using the rate per the
Bank of England nomnal yeld curve The equivalent rate was used in 2010 The provision will be utihsed over the term
of the lease

The Company had no provisions at 31 December 2011 or 31 December 2010

19, Financial instruments

The Groups and company s financal instruments compnse nvestments in subsichanes, cash and cash equivalents
together with available for sale investments trade and other recewvables and trade and other payables Additwonal
disclosures are set out in the corporate governance statement and in note 2 relating to nsk management

The Group had the following financial instruments at 31 December each year

Assets Liabilibes

2011 2010 2011 2010

£ 000 E 000 E 000 £000

Cash and cash equivalents (note 15) 6,835 6653 - -
Available for sale investments 7,500 5603 - -
Trade recewables and other receivables ( note 14) 410 652 - -
Trade and cother payables excluding tax {(note 16) - 3,065 3784

14,745 12908 3,065 3784

All the available for sale investments held at 31 December 2011 and 31 December 2010 were denominated in Stering

The weighted average interest rates and average deposit terms for fixed rate deposits are shown below Floating rate
instant access deposits earned interest at prevaling bank rates

2011 2010
Year end deposits Yr average Year end deposits. Y1 average
Weighted  Weighted  Weighted  Weighted  Weighted  Welghted
average rate ge term ge rate ge rate gverage term  average rate
Sterling 148% 225days 075% 095% 118 days 131%
Euro 125% 3ldays 055% 085% 31days 049%
US Dollars 065% 3ldays 066% 090% 31days 046%

In accordance with [AS 39 Finanaial instruments Recognition and measurement the Group has reviewed all contracts
for embedded denvatives that are required to be separately accounted for if they do not meet certain requirements set
out in the standard There were no such denvatives identified at 31 December 2011 or 31 December 2010

Fair value

The Directors consider that the farr values of the Groups financial mstruments do not differ sigruficantly from thewr
book values
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20, Deferred taxation
Neither the Company nor the Group had any recognised deferred tax assets or labihties at 31 December 2011 (2010

nil) In hght of the Group s contiruing losses recovery of the deferred tax asset 15 not sufficiently certan, and therefore
no asset has been recogrused

A number of changes to the UK corporation tax system were announced in the March 2011 budget staternent
The Finance Act 2011, which was substantively enacted on 29 March 2011 included leguslation reducing the
main corporation tax rate from 28 per cent to 26 per cent from 1 Apnl 2011 The Finance {No 2} Act 2011, which
was substantively enacted on 5 July 2011 included legislation reducing the main corporation tax rate from

26 per cent to 25 per cent from 1 Apnl 2012 The effects of these reductions in corporation tax rate are included
i these Ainancial statements

Further reductions to the mam corporation tax rate are proposed to reduce the rate by 1 per cent per annum to 23
per cent by 1 Apnl 2014 These further changes had not been substantively enacted at the balance sheet date and are
therefore not included in these financial statements These further reduchons 1n the corporation tax rate are not
expected to have a matenal impact on the tax figures disclosed n these financial staternents

Accelerated tax Share

Group deprecuation  Prowvisions  Tax losses options Total

Deferred tax habiti /. ) —not 1 q d £ 000 £ 000 E 000 E 000 E 000

At1 January 2011 295 (338) (22,439} (125} (22 607)

Onginahon and reversal of temporary differences (991} {5) 611 65 (320)

At 31 December 2011 {696) (343) (21,828) {60} (22,927)

At 1 January 2010 2049 (336} (22705} (240} (21232}

Ongination and reversal of temporary differences (1.754) (2} 266 115 {1,375}

At 31 December 2010 295 {338) (22,439} (125) {22,607) !
21, Called-up share capital

Group and Company zo11 2010

Issued and fully paud £ 000 £ 000

Ordinary shares of 1p each .
At 1 January — 544 875 557 (2010 541 185 828) shares 5,449 5412

Allotted for cash 1in placing and open offer - 400 000000 (2010 Nil) shares 4,000 -

Allotted for cash to icensors of patenit nghts in 2010 - 1.699 876 shares - 17

Allotted on exercise of share options in 2010 — 181,892 shares - 2 '
Issued to settle an IP royalty hability in 2010 — 1,807961 shares - 18

At 31 December — 944,875,557 {2010 544,875,557} shares 9,449 5449

From 1 October 2009 the Compames Act 2006 abolished the requirement for a company to have an authonsed share
capttal The Company s articles were amended to this effect by special resolution on 27 Apnl 2010

On 10 January 2011 the Company 1ssued 400 000 000 new ordinary shares of 1p each in a placing and open offer at
Sp per share raising £200 mulicn before costs Costs of this share 1ssue mcluding commission payable on completion
were £1,638 000
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22, Options over shares of Oxford BioMedica plc
The Company has outstanding share options that were issued under the following schemes

— the Oxford BioMedica 1996 (No 1) Share Option Scheme (closed October 2006)
— the Oxford BioMedica 2007 Share Option Scheme (approved February 2007)

— the long term incentive plan (LTIP) for executive Directors and senior executives (approved February 2007)

Options have also been granted to a small number of ndmduals (mainly employees of the Company s US subsidiary

BioMedica Inc) under mdividual option agreements

The total number of options over ordinary shares of 1p each that had been granted and had not been exeraised

or lapsed at 31 December 2011 was as follows

Options granted to employees (including Directors) under the Oxford BioMedica 1996 {No 1) Share Option Scheme

2011 2010
Number Number Exercise pnce Date from which
of thares of shares ‘per share exercisable Expiry date
- 1964676 16 5p to 230p 26/03/07 to 29/11/07 26/03/11 to 29/11/11
1,853,999 1853999 2025p to 4325p 01/04/08 to 15/12/08 01/04/12 to 15/12/12
966,904 980,125 2825ptc310p 21/03/09 to 06/09/09 21/03/13 to 06/09/13
2,820,903 4798 800
Options granted to employees under the Oxford BioMedica 2007 Share Option Scheme
2011 2010
Number Number Exercise pnce Date from which
of shares of shaves per share Expiry date
972,411 1121411 220p to 4925p 08/03/10 to 14/12/10 08/03/17 to 14/12/17
1,422,107 1681307 575p to 22 5p 13/03/11 to 13/10/11 13/03/18 to 13/10/18
2,160,236 2450376 610p to 1125p 25/03/12 to 08/10/12 25/03/19 to 08/10/19
2,566,803 2923421 950p to 969p 01/04/13 to 13/09/13 01/04/20 to 13/09/20
3,759,097 - 540p to 582p 15/03/14 to 04/10/14 15/03/21 to 04/10/21
10,820,654 8176 515

Options granted under the Oxford BioMedica Long Term Incentive Plan

2011 2010
Number Number Exercise price Date from whach
of shares of shares per share exercisable Expiry date
1,150,000 2875000 1p 13/10/1% 13/10/18
5,524,000 6423000 ip 25/03/12 25/03%/19
5,568,000 6106 000 1p 15/06/13 15/06/20
6,537,000 = ip 13/04/14 to 07/09/14 13/04/21 to 07/09/21
18,779.000 18756,088
Options granted under mdwvidual contracts
2011 2010
Number Number Exercise price Date from whach
of shares of shares pershare exercisable Exprry date
- 3865194 430pto 510p 25/05/02 to 25/06/02 25/05/11 to 25/06/11
32,480,557 35,596 597
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Ophons granted to UK employees could give nse to a national insurance (NI) hability on exercise For options granted
up to October 2006 the Company obtained undertakings from the holders of the relevant options to pay any
secondary NI on exercise so there is no NI hability i respect of these options In respect of options {including LTIP
awards) granted from February 2007 there are no such employee undertakings so an NI lability could anse on the
exercise of the options A provision of £4000 (2010 £55000}1s ineluded in accruals for the potential NI hability accrued
to 31 Decemnber on relevant options that were above water based on the year end share price of 3 50p (2010 5 53p)
per share

23, Share based payments

All ehgible employees of the Group are awarded share options or long term mcentive plan (LTIP) awards Options
granted to UK employees have been issued under the Oxford BioMedica 1996 (No 1) Share Option Scheme (“the 1996
Scheme’) or 1ts successor the Oxford BioMedica 2007 Share Option Scheme {"the 2007 Scheme”) [t1s the Company’s
poticy under the share option scheme to make grants of options to new UK employees at approxamately six-month
mtervals dunng thew fust three years of employment, and at the discretion of the Remuneration Comrmittee annually
thereafter Since the introduction of the LTIP in 2007 directors and certain semior managers are not ehgible to
participate 1n the share option scheme, but are elgble for LTIP awards

Options granted under the 1996 Scheme have a fixed exercise pnce based on the market price at the date of grant
The contractual life of the options 1s seven years Options cannot normaily be exercised before the third anniversary
of the date of grant For options granted to directors and to certain other employees since 2001, the options are
exercisable only if at the tme of exercise, or for at least 12 months m aggregate dunng the three years before exercise
the percentage ncrease m Oxford BioMedica plc s total sharehelder return since the grant of the option exceeds the
percentage increase n the FTSE techMARK MediScience ndex

Options granted under the 2007 scheme also have a fixed exercise pnce based on the market pnce at the tme
of grant The contractual ife of these options 15 ten years Options cannot normally be exercised before the thard
arruversary of the date of grant

LTIP awards made to date have been nil-cost options, exercisable at par on the third anmversary of the date of
grant Release of the LTIP awards depends on the satisfaction of performance conditions based on comparatve
total shareholder retum aganst a comparator group of compares The LTIP awards since June 2010 also have a
secondary milestone-based performance condition

Options other than LTIP awards have been valued using a Black-Scholes option pnicing modet The LTIP awards
which contan complex market-based conditions were valued using a Monte Carlo model For each relevant option
grart, iIndividual valuation assumptions were assessed based upon conditions at the date of grant The range

of assumptions n the calculation of share based payment n 201115 as follows

‘$hare options Share options Share options Share options.
granted 130308 granted 25 0309 granted 01 04 10 granted 18 03 11
Share options to 1310.08 0 081009 10130910 to 04 10.11
Share price at grant date 680p 10 2375p 608p to 1175p 910p to 950p 476pto 538p
Exercise pnce 575p to 22.50p 610p to 1125p 950p to 969p 540p to 582p
Vesting penod (years) 300 300 300 300
Total number of shares under option 2477453 2726789 2923421 3,759 097
Expected volatiity (weighted average) 712% 752% 760% 747%
Expected life (years weighted average) 570 577 576 598
Rusk free rate (weighted average) 433% 271% 241% 179%
Expected rate of forfeit before vesting
(weighted average) 365% 264% 167% 16 2%
Fair value per option 475pto 1479 3 94p to 793p 600p to 628p 299p to 347p
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LTIP awarnds LTIP swards

130308 LTIP awards LTIP awards 150411
LTIP awards and 13 1008 250309 15 06.10 and 070911
Share pnce at grant date 68Qp to 2375p 608p 10 2Sp 560ptoS561p
Exercise prnce 100p 100p 100p 100p
Vesting penod (years) 300 300 300 200
Total number of shares under option 8598852 7296 000 6106 000 6 537000
Expected volatiity (weighted average) 690% 600% 891% 838%
Expected ufe (years) 300 300 300 300
Risk free rate (weighted average) 296% 211% 1558% 173%
Expected rate of forfeit before vesting
fweighted average) 276% 24 3% 88% 00%
Expectation of meeting performance cntena
fweighted average) 78% 74% 83% 84%
Fair value per option 512p to 16 B4p 390p 740p 393pto405p

Before 2009 expected volatiity for LTIP awards was based on histoncal share pnce volatility up to the date of grant
For LTIP awards simce 2009 a volatiity cone analysis has been used as this approach prowvides better estimate of the
mean reverting annual rate of volatility The nsk-free rate of return 1s the yield on UK government bonds of a term
consistent wath the expected option hfe

Excluding the LTIP awards, which are exercisable at par subject to satisfachon of the performance condition the
weighted average share pnce for options granted dunng the year was 5 5p {2010 $5p} No options were exercised
n 2011 The weighted average share pnce for options exercised dunng 2010 was 6 9p The total charge for the year
relating to employee share based payment plans was £431.000 (2010 £542000) all of which related to equnty-settled
share based payment transactions A reconcthahon of movements in all options over the year to 31 December 2011
and an analysis of options outstanding at the year end are shown below

2011 2010
Wewghted Weighted
eercise everce
Share options excluding LTIP Number price Nurmnber price
Outstanding at 1 January 16,840,509 259p 16166141 283p
Granted 3759097 55p 2923421 95p
Expired (6,134,941) 393p (1,597892) 267p
Forfeited (763,108) 97p (469269) 113p
Exercised - — (181.892) 6%p
Qutstanding at 31 December 13,701,557 151p 16840509 259p
Exercisable at 31 December 5,215,421 270p 9785405 372p
Exercisable and where market pnce exceeds exercise pnce at 31 December - Nia - Nfa
2011 2010
LTIP awards {options exercisable at par value 1p) Number Nurnber
Qutstanding at 1 January 18,756,088 17065 673
Granted 6,537,000 6106 000
Expred (5,077.088) (2754 003)
Forfeited (1437,000) (1,661 582}
Qutstanding at 31 December 18,779,000 18756088
Exercisable at 31 Decermnber 1,150,000 -
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2011 2010
Weghted Weighted average Weighted Weghted average
average remaming hfe (years) everage remarang e fyears)
exeTCise Number of exercise  Number of
Ra'nge of exercise prices price shares Expected Contractual price shares Expectedt  Congractual
LTIP
Exercisable at par 10p 18779000 135 135 10p 18756088 138 138
Options
Under 10p 69p 7393832 477 8 90 85p 4137680 489 913
10p to 20p 106p 2,160,522 333 758 110p 2578685 409 813
20p to 30p 260p 2,403,463 077 173 237p 4418210 127 206
30p to 40p 33Sp 780,115 084 330 340p 877115 188 456
40p to 50p 46 3p 963,625 087 355 452p 1466785 112 318
S0p to 60p - - - — 510p 3362034 a3e Q39
Total including LTIP 32,480,557 35 596 597
24, Share premuum account
2011 2010
Group and Company £000 £000
At 1 January 110,387 110043
Premuum on shares 1ssued for cash in placing and open offer 16,000 -
Premium on shares tssued in connection with an intellectual property purchase - 180
Prermuum on shares issued duning the year under share option schemes - 11
Premiuum on shares issued to settle an [P royalty hability - 167
Costs associated with the 1ssue of shares {1,632) (14)
At 31 December 124,755 110387
25, Retamed losses
Group Company
2011 2010 2011 2010
£000 £000 £000 £000
At 1 January (117,861) (108 i13) (103,174) (71500)
L.oss for the year (12,631} (10290) (15,861) (31674)
Share based payments (note 23) 431 542 - -
At 31 December (130.061) (117861) (119,035) (103 174)

Neither the Company nor its subsichary undertalangs had reserves available for dstnbution at 31 December 2011 or
31 December 2010
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26, Other reserves
Translation Merger
TESeTVYE reseTve

Total

Group £ 000 £ 000 £000
At 1 January 2011 {680} 14310 13630
Exchange adjustments (2} - 2)
At 31 December 2011 (682) 14,310 13,628
At 1 January 2010 (676) 14310 13634
Exchange adjustments 4 - i4)
At 31 December 2010 {680) 14,310 13,630

The Group merger reserve at 31 December 2011 and 2010 compnsed £711 000 ansing from consohdation of Oxford
BioMedica (UK) Limited using the merger method of accounting in 1996 and £13 599 000 from the application of

rerger relief to the purchase of Oxxon Therapeutics Limited in 2007

Share

Merger scheme

nesenve reserve

Company £000 £ 000
At 1 Jaruary 2011 13599 3871
Credit in relation to employee share schemes - 431
At 31 December 2011 13,599 4,302
At 1 January 2010 13599 3329
Credit in relation to employee share schemes - 542
At 31 December 2010 13,599 3,871

Options over the Company s shares have been awarded to emptoyees of subsidiary compames In accordance

with IFRS 2 Share-based Payment the expense in respect of these awards 1s recogmsed n the subsidianes financial
staternents {see note 23) In accordance with IFRIC 11, the Company has treated the awards as a capital contmbution

to the subsidianes resulting in an increase 1n the cost of investment of £431 000 (2010 £542 000) (see note 13}

and a corresponding credit to reserves
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27, Cash flows from operating activities

Reconciliation of loss before tax to net cash used in operations

Group Company

2011 2010 2011 2010

£000 £000 £000 £000
Continuing operations
Loss before tax (14,302) (11804) (13,861) (31674)
Adjustment for
Depreciation 336 345 - -
Amortisation of mtangible assets 450 699 - -
Loss on disposal of property plant and equipment - 2 - -
Loss on disposal of intangible asset - 17 - -
Profit on disposal of fixed asset investment - {36} - -
Charge for impairment 3,136 3949 15725 318522
Finance mcome (144) (222) - -
Finance expense 8 15 - —
Charge 1n relation to employee share schemes 431 542 - -
Changes in working capital
Decrease/(increase) in trade and other recewvables 1,229 529 14 (13)
Decrease in trade and other payables {539) (4039) 17) (10}
Decrease in deferred ncome (4,846) (4363} - -
Decrease in provisions (82) (903} - -
Net cash used 1n operations {14,323) (15 289} (139) (175)

28, Pension commitments

The Group operates a defined contnbution pension schemne for ws directors and employees The assets of the scheme
are held m independently admirustered funds The pension cost charge of £329 000 (2010 £296 000) represents
amounts payable by the Group to the scheme Contnbutions of £40000 (2010 £24 000) included 1n accruals were
payable to the scheme at the year end

29, Operating lease commitments — mimimum lease payments
The future aggregate miumum lease payments under nen-cancellable operating leases are as follows

2011 2010
Group E000 £000
Not later than one year 953 765
Later than one year and not later than five years 2,031 2802
Later than five years - 156
Total lease commitments 2,984 3723
Total future minimum sublease payments receivable 255 749

The Group leases equipment under non-cancellable operating lease agreements The Group also leases its laboratones
and offices under non-cancellable operating lease agreements The leases have vanous terms, escalation clauses and
renewal nghts The figures for property teases mclude a redundant buitding in San Drego, USA which has been sub-let
A provision of £41,000 (2010 £124 000) has been made for the expected rental shortfall under this lease (see note 18)

The Company had no operating lease comrrutrments dunng the year {2010 none)
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30, Contingent habilities and capital commutments
The Group had commutments of E112 000 for capital expenditure for leasehold improvements plant and equipment
not provided n the financial statements at 31 December 2010 (2010 £100.000)

31, Events after the balance sheet date

In January 2012 management decided to reduce costs by making 14 Oxford-based staff redundant wath effect from the
end of February 2012 (12 staff) and Apnl 2012 (2 staff) It was also decided to close the US office which wall lead a further
two redundancies by June 2012

32, Related party transactions

Identity of related parties

The Group consists of a parent Oxford BioMedica ple, two wholly-owned trading subsidianes (Oxford BioMedica (UK)
Limited the pnnaipal trading company and BioMedica Inc ), and one subsidiary {Oxxon Therapeutics Limited) which
was acguired and became dormant in 2007 when uts assets and trade were transferred to Oxford BioMedica (UK} Lirmited
BioMedica Inc provides services in the USA to Oxford BioMedica (UK} Limited under a transfer pnicing agreement

The parent company 1s responsible for financing and setting group strategy Oxtord BioMedica (UK) Lirmited carnes out
the Group strategy, employs all the UK staff including the directors and owns and manages all of the Groups intellectual
property The proceeds of the 1ssue of shares by the parent are passed from Oxford BioMedica plc to Oxford BioMedica
{UK) Limuted as a loan, and Oxford BioMedica (UK) Limuted manages group funds and makes payments including the
expenses of the parent company

2011 2010
Company transactions with subsidianes £000 £000
Purchases

Parent company expenses pad by subsidiary (1,501) (392)
Transactions involving Parent Company shares

Proceeds of parent company share 1ssues received by subsichary - 197
Subsiwdiary royalty hability settled by 1ssue of parent company shares - i85
Proceeds of subsichary employee share sales recewved by parent - 2}
Cash management

Cash loaned by parent to subsidiary 19,934 15

The loan from Oxford BroMedica plc to Oxford BioMedica (UK) Limuted 1s unsecured and interest free The loan 15 not
due for repayment wathin 12 months of the year end The year end balance on the loan was

2011 2010
Company year end balance of loan £000 £000
Loan to subsidary 128,856 110423

In addition te the transactions above options over the Company s shares have been awarded to employees of
subsidiary companies In accordance wath [FRIC 11, the Company has treated the awards as a capital contnbution
to the subsidianes resulting in a cumulative increase in the cost of Investment of £4 302 000 (2010 £3 871.000)

There were no transactions (2010 none) with Oxxon Therapeutics Limited
Transactions with Dhrectors and connected persons

In addition to hus fees as a Director up to the date of his resignatiory, Dr Alan Kingsman (former Chawrman) was paid
a consultancy fee of £77083 n 2011 (2010 £75,000)

There were no outstanding balances in respect of transactions with Directors and connected persons at 31 December
2011 (2010 none)

Key person remuneration can be seen in the Directors Remuneration Report on pages 53 to 58
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Technology and Product Glossary

LentiVector® Platform

Oxford BioMedica’s LentiVector® platform technology 1s
an advanced lentviral vector based gene delivery system
which 1s designed to overcome the safety and delivery
problems associated wath earher generations of vector
systems The technolegy can stably deliver genes into
cells wath up to 100% efficiency and can Integrate genes
nto non-dividing cells including neurons in the brain and
retinal cells in the eye In such cell types studies suggest
that gene expression could be mawntained indefinitely
The LentiVector® platform technotogy also has a larger
capacity than most other vector systems and can
accommodate multiple therapeutic genes

ProSavin® Parkanson’s disease

ProSavin® 15 a gene-based treatment for Parkinsons
disease a progressive movemnent disorder caused by the
degeneration of dopamine producing nerve cells in the
brain ProSavin® uses the Company s LentiVector® platform
technology to deliver the genes for three enzymes that
are required for the synthesis of dopamine The product

15 adrmirustered locally to the reqnon of the brain called the
stnatum. converting cells into a replacerment dopammne
factory wathan the brain thus reptacing the patient s own
lost source of the neurctransmitter

RetinoStat® “wet” age-related macular degeneration
RetinoStat® s a gene-based treatment for neovascular
“wet” age-related macular degeneration (AMD) and
duabetic retinopathy (DR} RetinoStat® aims to preserve
and improve the wision of patients through anti-angio-
genesis blocking the formation of new blood vessels
The product uses the Company's LentiVector® platform
technology to deliver two anti-anqiogenic genes,
endostatin and angiostatin, directly to the retina

StarGen™ Stargardt disease

StarGen™is a gene-based therapy for the treatment of
Stargardt disease The disease 15 caused by a mutation
of the ABCR gene which leads to the degeneration of
photoreceptors in the retina and vision loss StarGen™
uses the Company's LentiVector® platform technology
to deliver a corrected version of the ABCR gene A single
admurnustration of the product directly to the retina could
provide long-term ¢r potentially permanent correction
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UshStat®* Usher syndrome type 1B

UshStat® 1s a gene-based therapy for the treatment

of Usher syndrome type 1B The disease 1s caused by

a mutation of the gene encoding myosin VIIA (MYQ7A)
whuch leads to progressive retinitis pigmentosa
combined with a congenital heanng defect UshStat®
mntends to address vision loss due to retimtis pigmentosa
by using the Company's LentiVector® platform
technology to deliver a corrected version of the MYO7A
gene A single adrmuastration of the product could
provide long-term or potentially permanent correction

EncorStat® corneal graft rejection

EncorStat® is a gene-based treatment for the prevention
of comeal graft rejection Comeal grafting anses from

a need to remove and replace pathology ansing in the
comea causing clouding Although one of the most
successfully transplanted tissues a significant number
of grafts are rejected due to vasculansahion EncorStat®
uses the Company s LentiVector® platform technology
to deliver endostatin and anquostatin ex vivo to donor
comeas pnror to transplant \n order to block vasculansation
and to prevent graft rejection

Glaucoma-GT chronic glaucoma

Glaucoma-GT 1s a gene-based treatment for the
treatment of chromc glaucoma Chroruc glaucorma
results from a parhai blockage wathin the trabecular
meshwork of the eye the tissue mamly responsible for
drairuing the internal flud of the eye (agueous humour)
As the aqueous humour builds up 1t causes increased
ntraccular pressure which can damage the optic nerve
and lead to permanent patches of vision loss or 1n some
cases blindness Glaucoma-GT uses the Company s
LentiVector® platform technology expressing a COX-2
gene and a PGF-2a receptor gene n order to reduce
ntraccular pressure and rmirmuse the nsk of disease
progression

MoNuDIin® motor neuron disease

MoNuDin® 1s a gene-based treatment for motor neuron
disease This progressive usually fatal neurodegenerative
disease 15 caused by the degeneration of motor neurons
the nerve cells in the central nervous systemn that control
voluntary muscle moverment MoNuDin® uses the
Company s LentiVector® platform technology to deliver

a neuroprotective gene vascular endothelat growth factor
(VEGF) to prevent further degeneration of the motor
neurons and potentally restore motor function




5T4 Tumour Anthigen
The 5T4 tumour antigen 1s a urigue proten found on

H1-8* PnmeBoost
Heterologous pnme-boost ynmunotherapy involves

maost common types of sohd cancer It 1s potennally a

pnming the immune systemn to target an antigen

valuable target for novel anti-cancer interventions given

using one vector and then boosting the response

s restncted expression in normal tissues and its lugh

by adminustration of the same antigen using a different

prevalence on the surface of both pnmary and metastatic

vector In many cases this can elicit imrnune responses

cancerous cells The 5T4 turmour antigen was identified

of greater magrutude and breadth than can be achieved

through research into the similanties between the
development of the placenta dunng pregnancy and the

by pnrming and boosting wiath the same vector Cxford
BioMedicas Hi-8® PnmeBoost technology can simulate

progression of cancer 5T4 s preduced by both cancerous

potenhally potent and specific celiular immune responses

cells and also by placental and foetal cells suggesting

against diseased cells_even those expressing very low

that the process of imrmunological escape in pregnancy

levels of the antigen

and cancer 1s based on similar mecharusms

TroVax® (MVA-5T4) cancer

TroVax® is a therapeutic vaccine that sttmulates the
immune system to destroy cancerous cells expressing
the 5T4 tumour antigen which 1s present on most sohd
tumours The product 15 based on an attenuated modihed
vaccinia virus Ankara (MVA) engmeered to deliver the 5T4
antigen Vaccima viruses are commonly used as delivery
systems for the development of antigen-specifiic vaccines
MVAs the vaccinia strain of choice because of its
excellent safety profile

Targeted Antibody Therapy cancer

The 5T4-targeted antibody therapy 1s a humanised
monoclonal antibody hnked to the potent anti-cancer
agent calicheamucin The product binds to the 5T4
antigen on the surface of cancerous celts Once bound
the complex s internalised by the tumour cell the
calichearmuicin s released from the antibody, and the
free drug kalls the cancerous cell

Anti-Angrogenisis

The creation of new blood vessels known as angwo
genesis 1s a entical element in tumour formaton and
growth Endostatin and anqiostatin were discovered

by one of the best known researchers in the field of
anqogenesis Dr Judah Folkman of Children s Hospital
and the Harvard Medical School in Boston The protemns
have shown potent anti-cancer actmty in pre-chrucal
models and a potentally additive effect when used

n combination

EndoAnguo-GT cancer
EndoAngio-GT 1s a gene therapy for the treatrment of solid
tumours The product uses a viral vector to deliver the

genes for endostatin and anguostatin which imbubit tumour

growth by bloclang the formation of new blood vessels
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H1-8* MEL melanoma

Hi-8® MEL s a therapeutic vaccine for metastatic
melanoma The product uses two different vector
systerms one based on plasrmud DNA and the other
based on modified vaccima virus Ankara {MVA), to
nduce a melanoma-specific cellular immune response
Both vectors contamn the Mel3 polyepitope stnng
which ercodes seven defined peptides from five
different melanoma-specific antigens

GDEPT

Gene-directed enzyme prodrug therapy {(GDEPT) 15

the use of genetic delivery to adrmuruster an enzyme into
diseased cells that can activate a non-toxic prodrug into
a toxac agent Cyclophospharrmide (CPA) 1s an anti-cancer
prodrug that 1s activated in the hiver by the naturally
occumng enzyme P450 and then disperses via the
circulation to the tumour target

MetX1a® pancreatic cancer

MetXia® s a GDEPT strategy to deliver a P450 enzyme

to cancerous cells enabling cyclophospharmde (CPA)

to be activated wathin the tumour MetXia uses a hughly-
engineered retroviral delivery system to achieve efficient
expression of a specific P450 enzyme wathun the cancerous
cells It can be adrminstered locally to non-resectable
pancreatic cancer pnor o treatment with CPA
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