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I %1 INTERCELL AT A GLANCE

STATUS END 2007
First profitable year in the company's history — strong financial position
Excellent progress in strategic partnerships (e.g. Novartis, Merck & Co., Inc., Wyeth, Sanofi Pasteur)

Japanese Encephalitis vaccine on the way to entering the market — submission for market approval
in USA, Europe and Australia

S. aureus vaccine advanced into extensive Phase II clinical trials (partnered with Merck & Co., Inc.)
Pseudomonas vaccine in Phase II on track for further developmental progress

Therapeutic Hepatitis C vaccine meets primary endpoints in Phase II — scientific proof of

concept achieved (co-development with Novartis)

Tuberculosis vaccine shows promising immunogenicity and safety profile — further Phase I/II trials
initiated (partnered with the Statens Serum Institut and Sanofi Pasteur)

Influenza vaccine in Phase I — next-generation flu vaccine adjuvanted with IC31° (partnered with Novartis)

STRONG FINANCIAL POSITION
EUR 5.0 m net profit and positive operating cash flow of EUR 41.7 m
Strong cash position with EUR 287.6 m
R&D costs of EUR 40.4 m enabled all programs to be progressed forward at full speed in order to fully take
advantage and create the maximum possible value from the development programs and technology platforms
Revenues of EUR 53.3 m from strategic partnerships - increase of 127.5 percent

INTERCELL SHARES
Share Performance 2007

30

2 VN~ Ny

share price in EUR

(10 days rolling average)

Turnover value in EUR m*

For further information, please contact:

Intercell Investor Relations, investors@intercell.com, T +43-1-20620-303
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I %1 SHAREHOLDER INFORMATION

Shareholder Structure (December 31, 2007)

Free Float 72.6%

Management 2.0% Novartis (CH) 15.9%

\
Treasury Stock 0.8% ‘ ‘ Temasek Holdings (Singapore) 8.7%

Trading information: Vienna Stock Exchange (2007)

Exchange: Vienna Stock Exchange (VSE)

Ticker Symbol: ICLL Reuters: ICEL.VI, Bloomberg: ICLL AV
Currency: Euro

Number of shares issued: 45,521,707

ISIN: AT0000612601

Common Code: 021250902

Share price December 31, 2006: EUR 17.25

Share price December 31, 2007: EUR 26.50

2007 high: EUR 29.30

2007 low: EUR 17.00

Average daily trading volume: 483,040 (VSE, double counted)
Weighting in the ATX-Index:* 1.7869 %

*#(December 31, 2007)

SAFE HARBOUR STATEMENT In this annual report, the Company may make projections or other forward-looking statements regarding, amongst other
things, the progress, timing, and/or completion of our research, development, and clinical trials for product candidates, the Company's ability to market, commer-
cialize, and|or achieve marker acceptance of its product candidates, its abiliry to protect its intellectual property and operate its business without infringing on the
intellectual property rights of others, the Company's estimates for future performance and its estimates regarding anticipated operating losses, future revenues, capi-
tal requirements, and its needs for additional financing. Additionally, even if the Company's actual vesults or development are consistent with the forward-loo-
king statements contained in this annual report, those results or developments may not be indicative of results or developments in the future. In some cases, you can
identify these forward-looking statements by terms such as "could," "may," "expects," "anticipates," "believes," “intends," "estimates," or similar expressions. These
Sforward-looking statements are based largely on the Company's current expectations as of the date of this annual report and are subject to a number of known and
unknown risks, uncertainties, and other factors that may cause its actual results, performance, or achievement to be materially different from any future results,
performance, or achievement expressed or implied by these forward-looking statements. In light of these risks and uncertainties, there can be no assurance that the
Sorward-looking statements made in this annual report will indeed be realized. Excepr as otherwise required by applicable securities laws, we disclaim any inten-
tion or obligation ro publicly update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.

Intercell . ANNUAL REPORT . MMVII.
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THEMISSION

INTERCELL DEVELOPS VACCINES FOR THE
PREVENTION AND TREATMENT OF INFECTIOUS DISEASES.

Abour Intercell AG

Intercell AG is a growing biotechnology company which focuses on the design and development of

novel vaccines for the prevention and treatment of infectious diseases with substantial unmet medical
need. The Company discovers and develops antigens and adjuvants which are derived from its proprietary
technology platforms, and has in-house GMP manufacturing capability. Based on these technologies,
Intercell has strategic partnerships with a number of global pharmaceutical companies, including Novartis,
Merck & Co., Inc., Wyeth, Sanofi Pasteur, Kirin, and CSL Ltd. The Company's leading product is a
prophylactic vaccine against Japanese Encephalitis. The submission of both the US Biological License
Application (BLA) to the FDA as well as the Marketing Authorization Application (MAA) to the EMEA
for licensure of the Japanese Encephalitis vaccine were finalized in 2007 after pivotal Phase III clinical
trials were successfully concluded in 2006. The licensure application to the TGA (Therapeutic Goods
Administration) in Australia was submitted in February 2008. Market approval for US and Europe

is expected in 2008.

The broad development pipeline includes a Pseudomonas vaccine in Phase II, a therapeutic vaccine
for Hepatitis C in Phase II, partnered vaccines for Staphylococcus aureus (Phase II) and Tuberculosis
(Phase I), and a broad pipeline of vaccine and antibody candidates focused on infectious diseases in
pre-clinical development. Intercell is headquartered in Vienna, with manufacturing facilities in
Scotland and offices in the US (North Carolina).

Intercell is listed on the Vienna stock exchange under the symbol “ICLL”.

For further information, please visit our website: www.intercell.com

Intercell . ANNUAL REPORT . MMVII.
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71701y SUCCESS 2007/2008

]

2007
Jan 15 Intercell completes acquisition of Pelias
March 14 Novel Tuberculosis vaccine shows promising immunogenicity and safery profile
April 4 Regulatory approval obtained to start pediatric clinical trials for Japanese Encephalitis vaccine in India
May 18  S. aureus vaccine — safe and immunogenic in Phase I clinical trials
June 18 Phase I for next-generation Influenza vaccines adjuvanted with Intercell's IC31° begins
July 2 Intercell and Novartis form world-leading strategic partnership
July 16 First child vaccinated with Japanese Encephalitis vaccine in India — Pediatric Phase 11 clinical trial begins
Aug 20 'Therapeutic Hepatitis C vaccine meets primary endpoints in Phase I interim analysis
Aung 30 Intercell Management Board resolves EUR 150-million capital increase — HSR waiting period
Jor the strategic partnership with Novartis expires
Nov 23 lIntercell | Novartis alliance — EUR 80-million payment received
Dec 3 Intercell's clinical data on_Japanese Encephalitis vaccine published in “The Lancet”
Dec 4 Statens Serum Institut, Intercell, and Aeras Global Tuberculosis Vaccine Foundation announce
the initiation of a clinical trial for a novel vaccine candidate against Tuberculosis
Dec 6 Intercell submits Marketing Authorization Application (MAA) to EMEA for licensure of
Japanese Encephalitis vaccine
Dec 16 Intercell receives milestone payment from Merck & Co., Inc., triggered by initiation of the
Phase I1 clinical trial of the vaccine to prevent S. aureus infections
Dec 20 Intercell finalizes submission of US Biological License Application (BLA) to FDA for licensure
of Japanese Encephalitis vaccine
Dec 20 Successful collaboration between US Army and Intercell for the creation of a novel vaccine
against_Japanese Encephalitis for military and travelers
2008
Jan 8 Intercell's results on a novel pneumococcal protein-based vaccine published in the Journal of Experimental Medicine
Jan 16 Intercell receives Manufacturer's License for future commercial manufacturing of its vaccine
against_Japanese Encephalitis
Jan 16 Intercell and the PATH Malaria Vaccine Initiative announce new collaboration for a vaccine against Malaria
Feb 6 Intercell's therapentic Hepatitis C vaccine meets primary endpoints in Phase 1 — achieves “scientific proof of concept
Feb 14 Vaccine formulated with Intercell’s adjuvant IC31° part of a broader collaboration to fight Tuberculosis
Feb 29 Licensure application for Japanese Encephalitis vaccine submitted to Therapeutic Goods
Administration (TGA) in Australia
March 3 Intercell announces Q4 and preliminary full year 2007 results
April 15 Intercell’s investigational vaccine against Japanese Encephalitis shows excellent safery and immunogenicity

in Phase 11 in children
For more up-to-date information, please visit our web site: www.intercell.com
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701 MILESTONES 2008/2009

JAPANESE ENCEPHALITIS VACCINE

/1 MHRA commercial license

[/l Filing in Australia

(V1 Results of Phase 11 clinical trials in children in endemic countries
[ 1 Agreement with US Army

[ 1 Marketing agreement for Japanese market

[ 1 Marker approvals in US, EU, Australia and India

HOSPITAL-ACQUIRED INFECTIONS

[ 1 PhaseII results for S. aunreus vaccine and initiation of Phase 111
[ 1 Phase II/11I start for Pseudomonas vaccine

[ 1 Acceleration of Klebsiella | Enterococcus programs

HCV VACCINE

(V1 Final Phase Il clinical data in chronic HCV patients
(V1 Formulation of HCV vaccine with IC31°

(A Initiation of co-development with Novartis

IC31° & AIP®

(/1 Phase I clinical data from Influenza vaccine with IC31°
[/l Further clinical trials in IC31° / Flu by Novartis

[ 1 Further data from Tuberculosis vaccine trials with IC31°
[ 1 Additional licensing deals for IC31°

[ 1 Clinical start of Pneumococcus vaccine

[ 1 Establishment of antibody franchise with AIP®

Intercell . ANNUAL REPORT
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04 WERNER LANTHALER, CFO / GERD ZETTLMEISSL, CEO / THOMAS LINGELBACH, COO [/ ALEXANDER VON GABAIN, CSO
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701 LETTER TO THE SHAREHOLDERS

Dear Shareholder,

2007 was a very good year for Intercell AG. It was a year in which we reached many of our goals,

and even surpassed them in a number of areas. A year in which we could demonstrate once again that
our business strategy, our products and our technologies not only promise success but also materialize
into revenues and profits.

Strong Roots — Solid Growth

We set our goals high in 2007. Our major goal was to strengthen Intercell's fundamental basis and to
secure the short, mid and long term financial future of the company. A major key to success for a biotech
company lies in the ability to assess and balance risks and opportunities. Being responsible for Intercell,
we consider it our job to openly communicate the risks of our business. In reality, this means a realistic
evaluation of the market opportunities and risks of every single project.

In 2007, we successfully continued our strategy of finding the right balance between promising in-house
projects and solid partnerships while outperforming in our innovative power. The performance of this
strategy has become clearly visible in the progress of the projects and also in our financial results.

We were not only able to manage our projects in time, but also closed the year 2007 with profitable
results for the first time in the company’s short history.

Set targets — hit targets: Major Milestones in 2007

A strategic partnership between Intercell and Novartis, initiated in July of 2007, will provide many
opportunities for improving the value of both partners and will create an excellent basis for Intercell to
leverage its ambitious perspectives for independent growth. In addition, the alliance has set a new bench-
mark for true “win-win” collaboration between the biotech and pharma industries in the vaccine arena.

We also achieved notable successes within the development of our vaccine against Japanese Encephalitis.
The production process at our manufacturing site in Livingston (Scotland) was fully established and
commercial production started successfully. Additionally, we were able to complete the submission of
both the US Biological License Application (BLA) to the FDA in the USA and the filing of the
Marketing Authorization Application (MAA) to the EMEA in Europe within a short period of time.
Furthermore, a submission to the Therapeutic Goods Administration (TGA) for licensure of the
Japanese Encephalitis vaccine in Australia has been completed.

Further steps for the future success of the vaccine included the start of a pediatric Phase II study in India
as well as the successful continuation of the collaboration with the US Army.

Intercell . ANNUAL REPORT . MMVII.
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701 LETTER TO THE SHAREHOLDERS

In 2007, Intercell made the value of its technology platforms even more visible. On the one hand, the
good progress in partnerships such as those with Merck, Novartis, and other companies proved the quality
of our Antigen Identification Program (AIP®) and the quality of our adjuvant IC31°. On the other hand,
the clinical data extracted in 2007 supports the innovative power of both technologies. In June of 2007,

a clinical program was initiated for a novel influenza vaccine formulated with IC31®. Furthermore, we are
collaborating with our partners, Sanofi Pasteur and the Statens Serum Institut in Denmark together with
the AERAS Global Tuberculosis Foundation, on the development of a new vaccine against Tuberculosis
that will include Intercell's IC31° as a very important component.

Our partner Merck & Co. Inc. is performing advanced clinical trials for a vaccine candidate against

S. aureus, which is based on a vaccine candidate that was identified by Intercell's AIP® program. Intercell
is also working on vaccines against Enterococcus and Klebsiella infections. Both AIP® projects and our
clinical Pseudomonas vaccine were significantly accelerated in 2007 and aim to advance product candidates
for vaccines as well as antibody treatments. Thus, Intercell is the leading developer of vaccines against
hospital-acquired infections. The progress in scientific and clinical development, as well as the earnings
generated by Intercell through the application of its technologies, confirms the value of both of our
technologies.

The Phase II data for Intercell’s therapeutic Hepatitis C vaccine represent an important milestone in

the development of therapeutic vaccinations related to existing and future treatment options. The analyses,
in which the results of 25 patients were evaluated, showed a statistically significant, sustained decline in
the virus load at two weeks following the last vaccination. Meanwhile, a trend was confirmed when
analyzing overall patient data of about 50 patients. Chronic infections of the Hepatitis C virus genotype 1
are known to be very difficult to treat with standard Interferon/Ribavirin therapy.

Dedicared to Research and Development

Another major step within the company's activities was to streamline its developmental programs in
response to its latest achievements and partnerships. Of the 15 projects currently in development, one is
in the process of approval, three are in clinical Phase II, two are in Phase I trials, and nine are in a pre-
clinical stage. The vaccine against Japanese Encephalitis will enter the market in 2008.

Our positive performance in 2007 reflects our strategy of minimizing risks and using all of our
competitive advantages and chances. The primary goal of this strategy is to optimally promote our
technologies (i.e., AIP®, IC31°) and product innovation while creating a financial situation that
provides for continued profitability and secures long-term corporate sustainability.

Intercell . ANNUAL REPORT . MMVII.
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701 LETTER TO THE SHAREHOLDERS

People with the courage for innovation

Intercell AG is one of the most innovative companies for vaccines in the biotech industry.

The innovative power of the company is based on outstanding technologies such as our adjuvants,

on the vaccine candidates Intercell is able to identify for many important diseases, and on solid corporate
partnerships. The most significant component, however, are the outstanding and highly motivated people
who work for and with Intercell, and who contribute to making it a sustainably active, meaningful, and
promising company. We thank our employees for their commitment and remarkable dedication.

Future Perspectives
In light of the progress of 2007 and the developments within the company, we have set the following
strategic goals for 2008/09:

Approval and successful market introduction of our first product, the vaccine against

Japanese Encephalitis, in the US, Europe, Australia and in Asia

Aggressive clinical development of our vaccine and antibody programs to fight hospital infections
caused by S. aureus (partnered with Merck & Co., Inc.) and Pseudomonas. Acceleration of Klebsiella
and Enterococcus Programs.

Further development of our therapeutic vaccine against Hepatitis C together with our partner Novartis
Progression of an all-serotype-protecting pneumococcal vaccine into Phase I

Definition of new vaccine candidates from our AIP®

New partnerships particularly for our adjuvant IC31°® and in the field of therapeutic antibodies

Intercell AG has many accomplishments and much progress to report for the year 2007. A fundamental part
of our corporate philosophy is to pass on this increased value to our investors and stockholders. We appreciate
the fact that our shareholders take on these challenges and are convinced of the positive development of our

company. On that note, we would like to thank our shareholders for their continuous trust in our company.

Sincerely, The Board of Directors

o el 4 '.J(/k, Gz

GERD ZETTLMEISSL, CEO /| ALEXANDER VON GABAIN, CSO [/ WERNER LANTHALER, CFO / THOMAS LINGELBACH, COO

Intercell . ANNUAL REPORT . MMVII.
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7101 GET TO KNOW OUR MANAGEMENT BOARD

The members of Intercell's Management Board have complementary professional skills in research,
development, industrialization, commercialization, and financial aspects, and use these skills to lead
the company as a strong team through all major challenges and upcoming developments. An important
team mission is to keep all interested parties informed of our corporate plans, significant business
opportunities, corporate development, and R&D programs.

GERD ZETTLMEISSL — CHIEF EXECUTIVE OFFICER

Gerd Zettlmeissl joined Intercell in 2001 as COO and has served as CEO since 2005.

Gerd Zettlmeissl's scientific background is in Molecular Biology and Protein Biochemistry.

He holds a doctorate from the University of Regensburg and joined Behringwerke AG

(Marburg, Germany) in 1985 after conducting five years of academic research at the University of
Regensburg and at the Institut Pasteur in Paris. Between 1994 and 1996, Gerd Zettlmeissl was highly
involved in the business' merger with Chiron. From the beginning of 2000 onwards, in addition to his
global responsibilities, he was CEO of Chiron's German subsidiary, Chiron-Behring. He is the author
of numerous scientific publications and inventor/co-inventor of numerous patents in the field of bio-
technology. Gerd Zettlmeissl is a member of the Supervisory Board of the “Helmholtz Zentrum fiir
Infektionsforschung GmbH”, a public research institute in Braunschweig, Germany.

ALEXANDER VON GABAIN — CHIEF SCIENTIFIC OFFICER

Alexander von Gabain is a co-founder of Intercell.

Alexander von Gabain is Intercell's CSO. He acquired a doctorate in Molecular Biology from the
University of Heidelberg. In the years following, his academic career moved him through renowned
institutions such as Stanford University and the Karolinska Institute. Before founding Intercell, he
served as Chairman of the Department of Microbiology and Genetics at the Vienna Biocenter research
campus. Today, Alexander von Gabain is Professor at the Max F. Perutz Laboratories at the University of
Vienna and Foreign Adjunct Professor at the Karolinska Institute, Sweden. His research interests are in
the fields of microbial gene expression, host-parasite interactions, and immunology. The results of his
research in gene expression have been published in numerous publications and books. He is a member
of several professional organizations, is on the Supervisory Board of biotech organizations, is advisor to
TVM Capital, is a member of the WHO Committee “Stop TB”, co-editor of scientific journals and books,
and has organized numerous high-impact conferences.

Intercell . ANNUAL REPORT . MMVII.
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7101 GET TO KNOW OUR MANAGEMENT BOARD

WERNER LANTHALER — CHIEF FINANCIAL OFFICER

Werner Lanthaler joined Intercell in 2001.

Werner Lanthaler is Intercell's CFO. Previously, he was Head of Marketing and Communications of the
Federation of Austrian Industry and, prior to that, Senior Management Consultant at McKinsey & Company
International. Werner Lanthaler holds a doctorate from the Vienna University of Economics and Business
Administration and earned Master's degrees from Harvard University. He has considerable experience work-
ing in the labor and capital markets of the US, South America, and Europe. He is also author and co-author
of a wide range of books and articles. At Intercell, his responsibilities include Finance, Strategic Marketing,
Administration, Human Resources, Investor Relations, and Business Development. Werner Lanthaler
currently serves as a member of the Board of Directors of BioXell S.p.A.

THOMAS LINGELBACH — CHIEF OPERATING OFFICER

Thomas Lingelbach joined Intercell in 2006 and has been appointed as a new member

of Intercell's Management Board in 2007.

He has held a variety of positions of increasing international responsibility in his twenty years in the pharma
and vaccine industry; from 2001 until Chiron's acquisition by Novartis early in 2006, he served as Vice
President of Industrial Operations in Chiron Vaccines’ Executive Committee and Managing Director for
Chiron-Behring in Germany. Before joining Intercell, he was significantly involved in Novartis' integration
activities acting as General Manager and Managing Director for its German operations. He has profound ex-
perience and a proven track record of key transformations and change management in the vaccine business,
and is playing a pivotal role in Intercell's development toward industrialization and commercialization.
His responsibilities include Product Development, Manufacturing, Quality & Regulatory Compliance and
Marketing, and Sales & Supply. Thomas Lingelbach is Managing Director of Intercell Biomedical Ltd.

He holds a Master's degree in Engineering and complemented his education with a Business
Administration program.

Meet Intercell's Management Board

Intercell's Board of Directors presents the company and its recent developments at various financial and
scientific conferences throughout the year. We invite you to come and meet our Management at one of
these presentations. In addition, we would very much appreciate a visit to our headquarters in Vienna.

Please feel free to contact us:
Intercell, Corporate Communications
E-Mail: communications@intercell.com
Phone: +43-1-20620-303

Intercell . ANNUAL REPORT . MMVII.
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101/ INTERNATIONAL EXPERTISE WITHIN OUR SUPERVISORY BOARD

With expertise in the field of vaccine development combined with finance and capital market know-how
obtained through distinguished careers, the Supervisory Board provides advice related to corporate
strategic developments. The Supervisory Board oversees the risk inherent in the Company's activities,
the structure and the internal risk management and control systems, the financial reporting process, and
the Company's compliance with relevant legislation and regulations. The Supervisory Board monitors
Company Management on a regular basis throughout the year and is involved in decisions of major
importance already at the early stages of decision making..

MICHEL GRECO, CHAIRPERSON

Michel Gréco holds a master's degree in Business Administration from the University of Western Ontario.
He is currently active as a member of the Board of Directors of Argos Therapeutics, Inc., Vaxgen Inc.,
Immutep S.A., Vivalis S.A., Texcell S.A and Chairman of the Board of Directors of Glycovaxyn AG. He

is also currently a board member of the Global Tuberculosis Vaccines Foundation, the International Aids
Vaccines Initiative and the International Vaccine Institute. He is also an advisor to the WHO (tuberculo-
sis, measles). In 2003, Michel Gréco was the Deputy Chief Executive Officer and a member of the board of
Aventis Pasteur S.A., now Sanofi Pasteur S.A., and a member of the board of Powderject Ltd., Flamel
Technologies, Inc., ID Biomedical Corporation, and DrugAbuse Sciences S.A.S.

ERNST GUNTER AFTING, VICE CHAIRPERSON

Ernst Giinter Afting is the vice-chairperson of Intercell's supervisory board and has

been a member of our supervisory board since February 1999.

He studied Chemistry and Medicine at the Universities of Miinster and Freiburg and was until 1984
tenured professor and head of the Department of Protein - Chemistry in the Institute of Biochemistry at
the University of Gottingen. From 1984 to 1989, he was appointed as a board member of the Behring
Werke in Marburg, a subsidiary of the Hoechst AG, Frankfurt, responsible for their worldwide R & D.
In 1989, Ernst Giinter Afting was promoted to the head of worldwide research of the Pharma division
of Hoechst AG and appointed as a member of the divisional pharma board in Frankfurt. In 1991, he
became chairman and CEO of the Pharma division of Hoechst AG in Frankfurt and in 1993 president
and CEO of Roussel Uclaf in Paris. From 1995 to 2005, Ernst Giinter Afting was president and CEO
of the GSF — National Research Center for Environment and Health — in Munich, one of the biggest
governmental research organisations in Health research in Germany.

Ernst Giinter Afting is an industrial advisor to v.c. firms and is supervisory board member of several
biotech companies in Europe and the USA.

Intercell . ANNUAL REPORT . MMVII.
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101/ INTERNATIONAL EXPERTISE WITHIN OUR SUPERVISORY BOARD

MUSTAPHA (STAPH) LEAVENWORTH BAKALI

Staph Bakali is the former COO of ID Biomedical, where he played a significant role in transforming

the company from an R&D organization into a fully-integrated biotech company and its subsequent
acquisition by GlaxoSmithKline in 2005. He holds a master's degree in Management from the University
of London. Previously, Staph Bakali was COO of PowderJect Pharmaceuticals plc, the Director of
Worldwide Sales and Marketing of Chiron Corporation's Vaccines Division and member of the supervisory
board of Napo Pharmaceutical Inc. He is currently active as a member of the supervisory boards of Osisco
Inc., King Alfred School, Phoqus Group plc and a director of Lumiu Ltd. and LeapFrog Investments LLP.

DAVID EBSWORTH

David Ebsworth holds a doctorate from the University of Surrey. He is a consultant to the industry and is
also currently active as chairman of the board of A&D Pharma Holdings N.V. and Wilex AG, Xention Ltd
and Atani Ltd as well as a member of the board of Renovo Plc. David Ebsworth is a former president

and general manager of the pharmaceutical business group of Bayer AG. He was previously also Chief
Executive Officer and a member of the board of Oxford GlycoSciences Plc, and a member of the board

of Novuspharma S.p.A., Betapharm GmbH, Skyepharma Plc, Curagen Corp. and Curacyte AG.

JAMES SULAT

James Sulat holds master's degrees in business administration and health sciences from Stanford University
and a bachelor's degree from Yale University. He is currently the Chief Financial Officer and a member

of the Board of Directors of Memory Pharmaceuticals Corp. He is also currently a member of the Board of
Directors of Maxygen, Inc. Previously, James Sulat was the Chief Financial Officer of R.R. Donnelley &
Sons Company and Chiron Corporation and a member of the board of Ariat International, Inc.

HANS WIGZELL

Hans Wigzell was the President of the Karolinska Institute 1995-2003 and the Chief Scientific Advisor
to the Swedish government 1999-2007 and Professor at the Karolinska Institute, Sweden. Hans Wigzell
holds a doctorate in medicine and a doctorate in science from the Karolinska Institute. He is currently
active as chairman of the board of the Karolinska Development AB, and a member of the boards of
Raysearch AB, Biovitrum AB, Probi AB, and Vibra Tech AB.

Intercell . ANNUAL REPORT . MMVII.
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71017 RENOWNED INTERNATIONAL SCIENTISTS ON BOARD

Intercell's Scientific Advisory Board is composed of renowned international scientists with expertise and
worldwide networks in the fields of infectious diseases, microbiology, immunology, and molecular biology.
The Scientific Advisory Board assesses the progress of research and development activities.

RAFI AHMED

Rafi Ahmed is currently Professor of Microbiology and Immunology, Director of the Emory Vaccine Center
at Emory University School of Medicine in Atlanta, Georgia, and is also a Georgia Research Alliance
Eminant Scholar. He earned his undergraduate degree from Osmania University, India, and his PhD from
Harvard University in Cambridge, Massachusetts. After completing his postdoctoral training in the
Department of Immunology at the Scripps Clinic and Research Foundation in La Jolla, California, Rafi
Ahmed joined the Department of Microbiology and Immunology at the UCLA School of Medicine.

He remained at UCLA from 1984-1995 and moved to Emory University in 1995. His research efforts are
directed toward understanding the mechanisms of immunological memory and using this knowledge to
develop new and more effective vaccines.

HUBERT E. BLUM

Hubert E. Blum holds a doctorate from the University of Freiburg/Germany. He is a Professor of
Medicine and Chairman of the Department of Medicine at the University Hospital Freiburg. He did his
postgraduate training in biochemistry and molecular virology at the University of Washington in Seattle,
the University of California in San Francisco and the Massachusetts General Hospital, Harvard Medical
School in Boston. His major scientific interests are chronic viral infections, especially chronic hepatitis B
and C, and liver cancer.

STANLEY N. COHEN

In 1973, Stanley Cohen and his colleague Herbert W. Boyer revolutionized the disciplines of biology and
chemistry with their discovery of methods to transplant and clone genes, and are the inventors of the basic
patents underlying the field of genetic engineering. Among Stanley Cohen's awards are the National Medal
of Science, the National Medal of Technology, the Lasker Award for Basic Medical Research, the Wolf
Prize in Medicine, the Lemelson-MIT Prize, the Albany Medical Center Prize in Medicine and Biomedical
Research, and the Shaw Prize in Life Science and Medicine. He is a member of the US National Academy
of Sciences and the National Inventors Hall of Fame. Stanley Cohen received his doctorate from the
University of Pennsylvania and was formerly Chair of the Department of Genetics at Stanford.

Intercell . ANNUAL REPORT . MMVII.
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71017 RENOWNED INTERNATIONAL SCIENTISTS ON BOARD

FRANZ X. HEINZ

Franz X. Heinz holds a doctorate from the University of Vienna. Since 1999 he has been Full Professor

of Virology and, since 2004, Director of the Institute of Virology at the Medical University of Vienna.
Previously, he was Chairman of the WHO steering committee for the development of Dengue and Japanese
Encephalitis vaccines, and currently he is vice-president of the International Virological Society encom-
passing Germany, Switzerland and Austria.

STEFAN H.E. KAUFMANN

Stefan H.E. Kaufmann holds a PhD from the Johannes Gutenberg University of Mainz, Germany.

He is Founding Director of the Max Planck Institute of Infection Biology Berlin, Germany, where he
directs the Department of Immunology. He is also honorary Professor at the Charité, Berlin, and

Dr. honoris causa of the University Marseilles as well as member of the Berlin Brandenburg Academy

of Sciences and the German Academy of Natural Sciences, Leopoldina. He is one of the most cited immu-
nologists. Previously, he was Chairman of the Department of Immunology at the University of Ulm,
Germany. He is President of the European Federation of Immunological Societies and Incoming
President of the International Union of Immunological Societies.

STAFFAN NORMARK

Staffan Normark is Professor of Microbiology at the MTC Center of the Karolinska Institute in Stockholm,
Sweden, a member of the Nobel Prize Committee for Medicine, and Chairman of the Swedish Strategic Re-
search Fund. Previously, he was Chairman of the Department for Microbiology at Washington University,
St. Louis, Missouri, USA.

HANS WIGZELL

Hans Wigzell was the President of the Karolinska Institute 1995-2003 and the Chief Scientific Advisor
to the Swedish government 1999-2007 and Professor at the Karolinska Institute, Sweden. He holds a
doctorate in medicine and a doctorate in science from the Karolinska Institute. Hans Wigzell is currently
active as chairman of the board of the Karolinska Development AB, and a member of the boards of
Raysearch AB, Biovitrum AB, Probi AB, and Vibra Tech AB.
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The members of the Intercell AG Supervisory Board and the Management Board are committed to
managing the Company’s business operations transparently, according to high ethical standards and
focused on long-term value creation. We believe that good corporate governance has been the basis
for the trust that we have gained from our investors, from institutions, and from our employees in
the past and that it will continue to strengthen investor confidence in the future.

AUSTRIAN CODE OF CORPORATE GOVERNANCE

In September of 2004, the Management and Supervisory Boards passed a Declaration of
Compliance with the Austrian Code of Corporate Governance, which was issued by the Austrian
Working Committee for Corporate Governance in September of 2002 and was updated in January
2006 to reflect the corporate governance recommendations of the European Commission.

The Austrian Code of Corporate Governance sets standards of good corporate management that are
common in international business practice. The Code includes mandatory rules and requirements,
some of which can be found under relevant Austrian law, a set of comply-or-explain rules which
are mandatory unless the relevant rules and reasons for non-compliance have been disclosed, and
recommendations for which non-compliance does not have to be disclosed and explained.

Intercell AG complies with the Austrian Code of Corporate Governance with the following
explicit limitations:
Due to the size of our company, a separate staff unit for internal auditing in accordance
with Section 18 of the Code has not been established;
We do not currently comply with Section 80 of the Code, which requires our auditors to
perform a special audit on our risk management systems. We have, however, decided to
implement such audits in the year 2008.

In some respects, the Intercell AG’s corporate governance principles go even beyond the
recommendations of the Code.
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ORGANIZATION OF GOVERNING BODIES

Management Board

As required by the Austrian Stock Corporation Act, we have a two-tier board system consisting of a
Management Board and a Supervisory Board. The two boards are separate, and no individual may serve
on both boards simultaneously.

Our Management Board is responsible for managing our day-to-day business and represents us in our
dealings with third parties. The members of our Management Board are appointed by our Supervisory
Board for renewable terms of up to five years. Our Management Board passes its resolutions by a simple
majority vote. In the event of a voting deadlock, the chairperson casts the deciding vote.

Currently, our Management Board consists of the following four members:

Name Date of Birth First appointment End of term
Dr. Gerd Zettlmeissl, Chief Executive Officer October 1, 1955 October 2001 October 2010
Dr. Werner Lanthaler, Chief Financial Officer September 2, 1968 September 2001 October 2010
Prof. Alexander von Gabain, Chief Scientific Officer April 12,1950 January 1998 October 2010
Thomas Lingelbach, Chief Operating Officer September 10, 1963 October 2007 October 2010

Supervisory Board

Our Supervisory Board monitors and advises our Management Board and is responsible for the
appointment and removal of members of our Management Board. Our Management Board reports
regularly to the Supervisory Board on our business activities. In addition, it must obtain prior approval
from our Supervisory Board for certain types of transactions.

The members of our Supervisory Board are elected and may be revoked by the General Meeting of
Shareholders.

Our Supervisory Board currently has six members. All Supervisory Board members are independent
according to corporate governance rules. Unless otherwise provided by law, our Supervisory Board passes
resolutions by a simple majority vote, with the chairperson casting the deciding vote in case of a voting
deadlock.
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Our Supervisory Board has formed three commitrees:
an audit committee, which has the responsibility of reviewing our annual financial statements in
preparation for Supervisory Board approval, of reviewing our interim financial statements before
release, and of monitoring the implementation of proper risk management processes.
a compensation, nomination, and corporate governance committee, which is responsible for
reviewing management performance particularly in regards to Management Board compensation,
successor planning, and corporate governance issues.
a strategic committee, which is set up as a “task force” for reviewing and preparing important
strategic decisions together with Management Board.

The following persons are members of the Supervisory Board
(for biographies see “Corporate team”, page 8):

Name Date of Birth First election  End of term™  Member of Committee®*
Michel Gréco (Chairman) October 3, 1943 July 2003 2008 G, S
Prof. Ernst Giinter Afting (Vice Chairman) — August 9, 1942 February 1999 2008 C
Dr. David Ebsworth July 24,1954  November 2003 2008 A,C,S
James Sulat July 22,1950  September 2004 2008 A
Mustapha Leavenworth Bakali November 30, 1961 May 2006 2008 A
Prof. Hans Wigzell October 28, 1938 May 2006 2012

*  End of General Meeting of Shareholders in the respective year

** A... Audit Committee, C...Compensation, Nomination, and Corporate Governance Committee, S... Strategy Committee
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General Meeting Of Shareholders

Each shareholder has the right to attend any General Meeting of Shareholders in order to ask questions and
propose resolutions in connection with any matter on the agenda that is provided at the time the meeting
is announced, and to vote upon any resolution proposed, provided that the shareholder has duly deposited
his or her shares at a designated depositary institution. Each shareholder is entitled to one vote per share.
Shareholders may be represented at any General Meeting of Shareholders by a holder of written proxy.

Our Management Board, Supervisory Board, or any shareholder holding at least five percent of our nominal
share capital may call a General Meeting of Shareholders. Shareholders holding at least five percent of our
nominal share capital may also require items to be included in the agenda of the General Meeting of Share-
holders. Notice of a General Meeting of Shareholders (including the meeting’s agenda) is published in the
Official Viennese Gazette and on the Company’s website.

Director compensation

The remuneration for the members of our Management Board is stipulated in their respective employment
contracts. The table below sets forth the total compensation paid or accrued for the fiscal year ended
December 31, 2007:

in EUR Base Other Stock options granted

salary Bonus benefits Total number Fair value*
Dr. Gerd Zettlmeissl 312,857 570,000 29,476 912,333 100,000 807,000
Dr. Werner Lanthaler 286,786 525,000 30,173 841,959 90,000 731,200
Prof. Alexander von Gabain 280,357 358,000 31,576 669,933 80,000 655,400
Thomas Lingelbach 74,861%% 300,000 4,644%* 379,505 70,000 573,475

2,803,731 340,000 2,767,075

* fair value at grant date of options granted in 2007
*% Base salary for three months’ period since appointment date, October 1, 2007

The bonus is contingent on the achievement of predefined financial and individual performance goals.
Intercell has no retirement plan for the Management Board, but the company does make contributions
to a pension insurance fund with a fixed amount of EUR 1,000 per month for each member of the
Management Board. The Company has entered into a contractual arrangement with the members of the
Management Board entitling them to a one-off payment under certain conditions in case their contracts
are not renewed for reasons that are solely due to the Company.
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Share options, which have been granted to the members of the Management Board, become
exercisable in four portions after the annual general shareholders’ meeting in the second, third, fourth
and fifth year after being granted (the vesting period). Special options packages are offered as special
incentive after three years. All options expire no later than five years after grant. Options are not
transferable or negotiable, and unvested options lapse, without compensation, upon termination of
employment with the Company (cancellation). The Company has no legal or

constructive obligation to repurchase or settle the options in cash.

An interest-free loan to the amount of EUR 247,000 has been granted by the Company to
Dr. Alexander von Gabain, our Chief Scientific Officer, and is due for repayment in June of 2008.

The remuneration of the members of our Supervisory Board is determined by resolution of the General
Meeting of Shareholders. In addition, the members of our Supervisory Board are reimbursed for their
out-of-pocket expenses. For the financial year 2007, we expect remuneration for the members of our
Supervisory Board, which will be awarded by our annual General Meeting of Shareholders,

to amount to EUR 30,000 for the chairperson, EUR 25,000 for the vice chairperson, and

EUR 20,000 each for all other members.
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Stock Options and Director Participation

The following table sets forth the number of stock options and shares privately held by members of our

Management and Supervisory Boards as of December 31, 2007. For details on our stock option plans, see

note 22 to our consolidated financial statements.

Number Number

of shares held of options held Total
Members of the Management Board
Dr. Gerd Zettlmeissl 230,979 315,750 546,729
Dr. Werner Lanthaler 235,621 312,000 547,621
Prof. Alexander von Gabain 394,009 296,000 690,009
Thomas Lingelbach - 170,000 170,000
Members of the Supervisory Board
Michael Gréco - 27,500 27,500
Prof. Ernst Giinter Afting 7,474 27,500 34,974
Dr. David Ebsworth 15,910 25,000 40,910
James Sulat - 27,500 27,500
Mustapha Leavenworth Bakali - 20,000 20,000
Prof. Hans Wigzell - 20,000 20,000
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Corporate Social Responsibility

The development of vaccines and antibodies against infectious diseases is not only an attractive

business opportunity, but also a contribution to society that provides significant value beyond commercial
standards. Corporate Social Responsibility at Intercell is anchored at the Management Board level.
Ethical responsibility is leading Intercell to engage e.g. in the development of vaccines for Tuberculosis,
pneumococcol infections, Malaria, and Japanese Encephalitis in endemic countries. Special collaborations
are set up with PATH (an international organization that improves the health of people around the world)
and Aeras Global Tuberculosis Vaccine Foundation, to ensure future availability and accessibility of a
possible vaccine in the developing world.

The more successful we are in discovering, developing, and manufacturing new vaccines, the greater
the benefits we can offer to patients, partners, shareholders, and other stakeholders. We offer novel
vaccine and antibody candidates that address unmet medical needs.

In order to be recognized as an innovative and trustworthy company, Intercell fosters a culture

where associates are expected to behave ethically and lawfully. Intercell's core corporate values can

be characterized by goal orientation at all levels of the company, trust in our Management and in each
other as individuals and teams, and a sincere dedication to innovation in order to overcome unmet
medical needs.
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HE ROOTS or VACCINATION

ROOT OF VACCINATION

Fig. 1.

A. as early as 430 B.C., Thucydides reports that only people who had already suffered from a disease and survived could
be enlisted to care for epidemic diseased people. — B. 100 B.C.: The Chinese transfer bodily sectetions from sick patients
to healthy individuals. — C. Lady Montague discovers “variolation” in Istanbul: pus from those suffering from smallpox
are injected into healthy individuals with a needle. She immediately lets her son be “immunized” — and brings the
procedure to England with her in 1722. — D. According to certain documents, Empress Maria Theresia lets herself be
immunized with the living smallpox virus as well. — E. Edward Jenner discovers that milkmaids who had been infected
with harmless cowpox were immune to the dangerous strain of smallpox as well and thereby develops the first modern
vaccine. — F. In 1885, 9-year-old Joseph Meister is the first person to survive a rabies infection. Louis Pasteur vaccinated
him 2 days after being bitten by a rabies-infected dog. — G. /uterce// brings its first product onto the market in 2008:

a vaccine against_Japanese Encephalitis.
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AND ITS LATEST BLOSSOM — NEW BIOTECHNOLOGICAL VACCINE PRODUCTS
Mankind's fight against infectious diseases has a long history. The idea of vaccination is

deeply rooted in science and medicine. The idea of inoculation in order to protect people

from a particular disease dates back as far as the 12th century, when the “variolation”

(inoculation with a live virus) for smallpox was first reported in China.

There is also documentary evidence that nomadic herders in Africa used the procedure of
inoculating serous fluid under the skin of sheep as a way of protecting their flocks from sheep pox.

In the 18th century, after her stay in the Middle East, Lady Wortly Montague (1789-1762) brought
the procedure of variolation to Europe.

Veterinary vaccination has a scientific history that is closely linked to that of human vaccination,
for which it has served as a model, a tutor, and a complement. The noun “vaccine” derives from the
Latin word vaccines, “cow”, which also reflects the close ties between human and veterinary medicine.

Edward Jenner (1749-1832), an English doctor, invented the procedure of inoculating people with
cowpox to protect them against smallpox in 1798. This was a remarkable advance compared to
variolation, where the outcome had been unpredictable and the post-inoculation mortality rate
was not exactly negligible.

In the 1900s, the field experienced a push when the pioneers of modern microbiology and
immunology, Robert Koch, Paul Ehrlich, Emil v. Behring, and Louis Pasteur secured the scientific
fundament for novel vaccination strategies.

The procedure of vaccination has proven its advantages as a successful means of prevention and
sometimes the complete elimination of contagious diseases, like smallpox, which was declared
eradicated.

Progress in deciphering microbes, the human immune system, and host-parasite interactions together
with modern biotechnology offer the possibility of developing vaccines against illnesses where finding
a cure is difficult or even impossible. Nevertheless, the list of diseases for which there are still no
effective vaccines remains long. The appearance of new infectious diseases such as HIV or Hepatitis C,
as well as the persistence of more traditional infections like Tuberculosis and Malaria, has provided
researchers with new challenges. In many cases, progress in molecular biology and biotechnologically
manufactured vaccines are considered to provide solutions for today and our future.
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As one of the leading biotech companies, Intercell focuses on the challenges of developing vaccines
against important infectious diseases. With the use of our new technologies like AIP® and IC31°,
a new generation of such products is being developed.

Research and development of new vaccines remains a very difficult task. Nevertheless,

four companies have developed, in total, ten new vaccines which have made it through various clinical
trials and were successfully filed with the EMEA (European Medicines Agency) during the last five
years. In the US, 15 companies have licensed one or more vaccines for immunization and distribution.’

[ New strategies to fight infections diseases
Monoclonal antibodies are another effective solution in the fight against diseases.

The production of monoclonal antibodies has opened many doors in the arena of immunotherapy.
So-called “passive vaccination”, i.e. prevention and treatment with specific antibodies, has a proven
record and potential in the management of infections, having entered the medical arena more than
100 years ago. Progress in the identification of specific antigens has become the hallmark in the
development of novel subunit vaccines. The growing repertoire of well-characterized protein antigens
will also open the possibility of developing monoclonal antibodies against bacterial infections, at least
as a last-resort treatment when vaccination and antibiotics are not options for prevention or therapy.’

The roots of man's fight against infectious disease date back a long way; based on these solid roots,
biotechnology has successfully grown. New strategies are being developed to discover effective tools
for the prevention and possible cure of threatening diseases.

1 betp:/lwww.fda. gov/cher/vaccinellicvacc. htm
Giefing, Nagy, von Gabain 2007: The Antigenome From Protein Subunit Vaccines to Antibody Treatments of Bacterial Infections.

2 In: Pharmaceutical Biotechnology, Landes Bioscience
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ROOT OF IMMUNOLOGY

Fig. 2.

A. The father of modern immunology — and therefore founder of biotechnology — is Paul Ehrlich. — B. He established
chemotherapy, developed the first medication against syphilis, a medication against diphtheria, and set the foundation
for much more. In 1908, he received the Nobel Prize in Medicine together with Ilja Metschnikov, the founder of cellular
immunology. — C. Paul Ehrlich’s teachers and colleagues were, amongst others, Rudolf Virchov, Ferdinand Cohn, and
Robert Koch. — D. The most important discovery for Interce// made by Paul Ehtlich is the ZZhrlich Cell. Tt plays an
important role in #nderstanding the human immune system response.
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PRODUCTS

Intercell is focused on the design and development of novel vaccines for the prevention and treatment of

infectious diseases with substantial unmet medical need. The Company develops antigens and adjuvants

which are derived from its proprietary technology platform. In the following, we would like to present

to you our major achievements in 2007 along with a business update.

GROWTH THROUGH A STRONG PRODUCT PIPELINE

Unique assets for vaccine and antibody innovation

Intercell's pipeline of ten partnered projects and investigational vaccines, as well as the Company's five

in-house projects, target viruses and bacteria that affect millions of people around the world every year.

We believe that maintaining a broad but focused portfolio of product candidates provides an excellent

basis for increasing future success.

PRODUCT CANDIDATES

CLINICAL DEVELOPMENT

Japanese Encephalitis Virus
(JEV) vaccine

Pseudomonas vaccine

Hepatitis C Virus (HCV) vaccine

S. aureus vaccine

Tuberculosis vaccine

IC31° Flu vaccine

PRE-CLINICAL DEVELOPMENT
Pneumococcus vaccine

Bacterial vaccine*

Group A Streptococcus vaccine
Travelers’ Diarrhea vaccine
Group B Streptococcus vaccine

ANTIBODY DISCOVERY

S. aureus antibodies
Pneumococcus antibodies

Group A Streptococcus antibodies
Group B Streptococcus antibodies

* Undisclosed indication

VACCINE/ANTIBODY TYPE

Prophylactic

Prophylactic
Therapeutic
Prophylactic
Prophylactic
Prophylactic

Prophylactic
Prophylactic
Prophylactic
Prophylactic
Prophylactic

Antibodies in infected patients
Antibodies in the elderly
Antibodies in infected patients
Antibodies in premature newborn

STATUS

Filed

Phase 11
Phase 11
Phase I1
Phase I/11
Phase 1

Pre-clinical
Pre-clinical
Pre-clinical
Pre-clinical
Pre-clinical

Pre-clinical
Pre-clinical
Pre-clinical
Pre-clinical

EXPECTED MILESTONES

US/EU/AUS/India

market approvals in 2008/09
Phase II/11I start 2008
Start of next trials 2008/09
Phase II1 start 2009

Phase /I start 2009
Phase I/11 start 2008

Phase I start 2008
Phase I start 2009
Phase I start 2008/09
Phase I start 2008/09
Phase I start 2008/09

Phase I start
Phase I start
Phase I start
Phase I start

PARTNER

Novartis (M&D) /
CSL/ Bio E.
In-house
Novartis

Merck

SSI / Sanofi
Novartis

In-house
Sanofi
Merck
In-house
In-house

Merck
Kirin
Merck
In-house
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The Company has a well-balanced pipeline for future products, leaving space for
innovation but also allowing for possible failure risk. Please find a short description of our
vaccine candidates below.

JAPANESE ENCEPHALITIS VACCINE

Intercell finalized the submission of the Market Authorization Application (MAA) in Europe

as well as the Biological License Application (BLA) with the US Food and Drug Administration (FDA)
for the use of the vaccine to prevent Japanese Encephalitis (JE) in December of 2007. Early in 2008,

we also submitted the licensure application to the Therapeutic Goods Administration (TGA) in Australia.
These events mark major milestones, keeping the Company encouraged and committed to delivering
further on the next steps towards commercialization. Market approvals are expected in 2008.

Intercell's novel investigational JE vaccine (IC51) is a purified, inactivated vaccine for active immunization
against the Japanese Encephalitis virus.

With over three billion people living in endemic areas, Japanese Encephalitis, a mosquito-borne flaviviral
infection, is the leading cause of childhood encephalitis and viral encephalitis in Asia. The JE virus
remains virulent in this region and has recently spread to countries not previously affected. Furthermore,
the virus is a consistent threat to millions of travelers visiting the highly populated far eastern countries,
including China and India.

In successfully concluded, pivotal Phase III trials, Intercell's IC51 vaccine has demonstrated a favorable
safety and immunogenicity profile:

The immunogenicity of IC51 was at least as good as the US licensed product, JE-VAX®
IC51 demonstrated an overall clinical safety profile similar to placebo

Furthermore, IC51 showed an excellent local tolerability profile in this head-to-head
study with JE-VAX®

Intercell's novel JE vaccine is produced using tissue cultures rather than live organisms and does not
contain any stabilizers such as gelatin or preservatives in its formulation.

Novartis will market and distribute Intercell's JE vaccine in the US, Europe, and certain defined markets
in Asia and Latin America. CSL is Intercell's marketing and distribution partner in Australia, and
Biological E. Ltd will manufacture and market the product in India, Bhutan, Nepal, and Bangladesh.
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Intercell Biomedical Ltd. (Livingston, Scotland)

In 2004, Intercell acquired a manufacturing plant in Livingston, Scotland, which has enabled the
Company to gain in-house GMP manufacturing capabilities for its Japanese Encephalitis vaccine and

to manufacture the investigational product used in the Phase III clinical trials. With major investments
in the last few years, the Company has further increased its capacity and established a state-of-the-art,
GMP commercial manufacturing facility to support the future supply of its JE vaccine. Besides its fully
dedicated and further expandable manufacturing facilities, the Livingston site also has separate process
development and clinical manufacturing capabilities. With approximately 70 employees, the organization
operates under a manufacturing license from the MHRA (Medicines and Healthcare products Regulatory
Authority).

Expected Milestones 2008:
US, European and Australian regulatory approvals
Supply agreement with US Army
Pediatric product development in endemic countries (India)
Partnership for introducing IC51 to Japan

NOSOCOMIAL INFECTIONS

Hospital-acquired infections caused by bacteria are one of the major causes of death and serious illness.
Intercell has embarked on a large scale, comprehensive, and multi-target antigen identification program
to contribute to vaccine efforts and antibody treatments in this field. Hospital-acquired infections result
in an annual cost burden of more than USD 20 billion in the developed world. In the US alone, approxi-
mately two million patients become infected annually while receiving health care in hospitals.

S. aunreus vaccine

S. aureus is the most frequent cause of hospital-acquired infections. In addition to bloodstream infections
with a mortality rate of up to 35%, infections of bone, heart and other internal organs lead to serious
health complications, death and economic burden. Today, a high number of S. aureus strains isolated in
hospitals worldwide are resistant to multiple antibiotics, rendering staphylococcal disease management
as increasingly difficult and challenging.

Our prophylactic S. aureus vaccine candidate is based on a conserved protein antigen discovered by
Intercell and licensed to Merck & Co., Inc. in 2004 on an exclusive worldwide basis. Merck is responsible
for clinical development, manufacturing and marketing.
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In December 2007, after the vaccine had delivered very promising data in Phase I clinical trials,
Merck & Co., Inc. initiated a Phase II clinical trial designed to evaluate the efficacy and safety of a single
dose of the vaccine candidate in patients undergoing elective surgery.

Psendomonas vaccine

The prophylactic vaccine, which is developed in-house, has shown promising results in completed Phase II
trials. The vaccine candidate showed indications for efficacy combined with a good antibody response -
none of the vaccinated burn patients developed Pseudomonas infections in the first clinical Phase II trials.

A Pseudomonas infection is caused by the bacterium Pseudomonas aeruginosa, which is a free living
bacterium tolerant to a wide variety of physical conditions. It is noted for its environmental versatility,
ability to cause disease in particularly susceptible individuals, and its resistance to antibiotics.

In most cases, Pseudomonas infections strike hospitalized persons. Particularly patients who are immuno-
suppressed, suffering from severe burns, cancer, or HIV can become infected with the bacterium easily,
especially during a hospital stay.

Together with Candida ssp, Pseudomonas counts with 15% as the third-most frequent cause for noso-
comial infections. The bacterium is the second most common cause of nosocomial pneumonia and the
most common cause of intensive care unit pneumonia. It can cause a variety of illnesses such as pneumonia,
endocarditis, respiratory infections, central nervous infections, and skin and soft tissue infections.

Expected Milestone in 2008/09:
Initiation of a Phase II/III clinical trial for Pseudomonas vaccine in 2008
Start of Phase III clinical trials for S. aureus vaccine
Progress of pre-clinical programs for vaccines and antibodies against Klebsiella and
Enterococcus infections

Intercell . ANNUAL REPORT . MMVII.



30

71021 PRODUCTS

HEPATITIS C VIRUS VACCINE

Intercell's therapeutic Hepatitis C vaccine (IC41) met primary endpoints in Phase II in February 2008.
The study comprised about 50 patients chronically infected with Genotype 1 of the Hepatitis C virus
(HCV). The analyses of the data show a statistically significant viral load reduction and a good

safety profile.

The vaccine is comprised of five synthetic T-cell peptides and Intercell's first-generation, Poly-L-Arginine
adjuvant (IC30). It is designed to stimulate T-cell responses against viral protein structures conserved
throughout the major HCV genotypes in order to reduce viral load in the blood of chronically infected
patients.

The Phase II data provides a strong base to accelerate our efforts towards obtaining a therapeutic vaccine,
which could be a most valuable component in a combination treatment for Hepatitis C.

Further clinical trials in co-development with Novartis will include IC31 as very potent adjuvant.

HCV is a major cause of chronic liver disease, including cirrhosis and liver cancer. According to the World
Health Organization (WHO), approximately 170 million people worldwide are chronic HCV carriers.
The substantial unmet medical need is underscored by the fact that each year 8,000 to 10,000 deaths

and 1,000 liver transplants in the US alone are due to HCV infections.

Currently, no vaccine against Hepatitis C is available and the infection can only be treated with a
combination of Interferon and Ribavirin — a long-term therapy with limited efficacy, low compliance
and substantial side effects.

Expected Milestone in 2008/09:
Define and implement a strategy for further clinical development together with partner Novartis that
will also take advantage of an enlarged and IP-secured antigen portfolio and of IC31°.
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TUBERCULOSIS VACCINE

In 2004, Intercell and the Danish Statens Serum Institute (SSI) entered into collaboration in order to de-
velop a novel Tuberculosis (TB) vaccine. The recombinant subunit vaccine candidate combines Intercell's
proprietary synthetic adjuvant IC31® with SSI's TB antigens. In March of 2007, SSI and Intercell obtained
promising safety and immunogenicity data from an initial Phase I trial performed in the Netherlands.

The vaccine candidate against TB will be further developed in collaboration between Sanofi Pasteur and
Statens Serum Institut (SSI) including Intercell's adjuvant IC31°, strongly supported by the Aeras Global
Tuberculosis Foundation and the EU.

Further clinical trials have started at the Department of Infectious Diseases at the Leiden University
Medical Center, Netherlands, within the new global franchise to fight TB.

In total, there are three clinical trials with IC31®-formulated vaccines against TB currently on their way.
This is the basis to create the leading franchise to fight this important disease.

TB causes the death of more than 1.5 million people every year. One-third of the world's population is
infected by the bacteria Mycobacterium tuberculosis, making this disease one of the most severe global
health problems.

The existing Bacillus Calmette-Guérin vaccine (BCG) is a live vaccine that, when given to newborns,
provides protection against TB for 10-15 years. However, when the protective effect decreases an
additional BCG vaccination does not provide sufficient TB protection. Therefore, a new type of

TB vaccine is needed to address the demand for TB protection in the adult population.

Expected Milestone in 2008/09:
Accelerated product development within the Sanofi Pasteur — SSI Alliance.
Phase II start
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IC31° FLU VACCINE
In June of 2007, Intercell started Phase I clinical trials of the Company's adjuvanted IC31° in
combination with the seasonal, trivalent Influenza vaccine Agrippal® from Novartis.

The IC31°® adjuvanted vaccine showed an excellent safety and tolerability profile. This result in
combination with the outstanding immunogenicity data in immuno-compromised animals has paved
the way towards the development of improved Flu vaccines by Novartis.

Currently available vaccines are suboptimal, especially in vulnerable risk groups (elderly and infants).
A high market potential is expected for novel, adjuvanted vaccine products with broader protection.

The flu is a contagious respiratory illness caused by Influenza viruses. The infection usually lasts for about
a week. It is characterized by the sudden onset of high fever, myalgia, headache and severe

malaise, non-productive cough, sore throat, and rhinitis. 5-15% of the population is affected with upper
respiratory tract infections during an average annual Influenza epidemic. Hospitalization and deaths
mainly occur in high-risk groups. Although difficult to assess, these annual epidemics are thought to
result in between three to five million cases of severe illness and between 250,000 and 500,000 deaths
around the world every year.

Vaccination is the principal measure for preventing Influenza and reducing the impact of epidemics.
Currently available, mostly non-adjuvanted vaccine products have a suboptimal efficacy profile, especially
in the population groups with the highest disease burden (elderly and infants). Furthermore, these
vaccines only offer limited cross-protection against other influenza strains, with no or low T-cell
responses. Due to these limitations, novel vaccines with improved efficacy and T-cell immunity are
needed.

Expected Milestone in 2008:
Novartis to initiate further clinical Phase I/II development of IC31® adjuvanted Influenza vaccines
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Fig. 3. __ROOT OF TECHNOLOGY

A. Patents, the protection of technological procedures, are crucial for research. — B. The Sybarites in ancient Greece
are known as the creators of the patent — and a quite fun-loving one at that: Newly created recipes were protected for
one year against copycats. The reason: “To reward the cook and make the others work a little harder” — C. The first

patent law was remitted in Venice in 1474. — D. Patent violations have not been looked upon kindly ever since.

In 1602, a patent thief in Nuremberg, Germany was “put in irons” and only set free after “abjuration” and paying

a fine. The patent owner receives a portion of the sum. — E. /nfercel/ currently has approximately 400 patent
applications on biotechnical procedures and molecules.
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7102 TECHNOLOGY PLATFORMS

STRONG ROOTS FOR SUSTAINABLE PRODUCT DEVELOPMENT

With its two technology platforms, Intercell is positioned as one of the most innovative vaccine companies
worldwide. Intercell's Antigen Identification Program (AIP®) and its Adjuvant IC31°, open up novel
approaches in vaccine development that lead to a new generation of vaccines. The promising data of
several clinical vaccine candidates formulated with IC31® (e.g. Influenza and Tuberculosis), as well as

the initiation of a clinical Phase II for the S. aureus vaccine candidate (Merck & Co., Inc.) in 2007 mark

a significant “proof of concept” for both technologies.

Antigen Identification Program

Intercell's Antigen Identification Program® identifies novel antigens from a variety of pathogens.
Intercell's team focuses on those antigens that are believed to induce the most protective response from
the human immune system, thus providing a viable basis for our potential development of novel and
more powerful prophylactic and therapeutic vaccines and antibody treatments.

AIP® focuses on antigen selection from patients who have been exposed to infections with a favorable
disease outcome. Through the AIP®, a large number of novel antigens relating to a wide variety of bacterial
infectious diseases have been successfully identified in 2007.

In December 2007, Merck & Co., Inc. initiated a Phase II clinical trial with the S. aureus vaccine.
This vaccine candidate is formulated with a S. aureus antigen discovered using Intercell's AIP® technology.
This serves as further validation of the ability of our AIP® to deliver novel bacterial vaccine candidates.

Certain other identified product candidates are currently partnered with Sanofi Pasteur or Merck & Co.,
Inc., while others form the basis for development projects that are planned to be either developed in-house
or partnered with third parties.

The growing repertoire of well-characterized protein antigens will also open the possibility of developing
monoclonal antibodies against bacterial infections.

Expected Milestone in 2008:
Start of Phase I clinical trial for “universal” Pneumococcus vaccine
Progress in pre-clinical development programs for the prevention of Borrelia infections and Otitis media
Further progress and partnerships in the field of therapeutic monoclonal antibodies
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7102 TECHNOLOGY PLATFORMS

Intercell's Adjuvants

To achieve the desired level of acquired immunity against the pathogen, vaccines utilize adjuvants to
increase the effectiveness of the purified protein or peptide antigens in stimulating the human immune
system's response.

Intercell’s adjuvants address an unmet medical need for treatment because they induce antibodies and also
T-cell immunity, and can be used together with a variety of different antigens. Existing adjuvants on the
market induce antibodies but often no or only insufficient T-cell immunity.

IC30

The first generation of Intercell's adjuvants is Poly-L-Arginine. Poly-L-Arginine is not immunogenic
per se and allows for repeated vaccination without the risk of becoming ineffective due to neutralizing
antibodies. Intercell's purely synthetic first-generation therapeutic Hepatitis C vaccine (IC41) consists of
Poly-L-Arginine and defined antigenic peptides. Thus, IC30, or Poly-L-Arginine, is in clinical trials and
the currently available data demonstrates that it induces T-cells in humans.

IC31°

IC31° is an adjuvant inducing T-cell and B-cell responses with a unique synthetic formulation combining
the immunostimulating properties of an anti-microbial peptide, KLK, and an immunostimulatory
oligodeoxynucleotide, ODN1a. The two-component solution can be simply mixed with antigens;

no conjugation is required.

Intercell currently has IC31° collaborations with a number of global vaccine companies, as well as

small biotech companies. These collaborations include a Tuberculosis vaccine (in Phase I) partnered with
the Danish Statens Serum Institut and Sanofi Pasteur, an Influenza vaccine (in Phase I) developed in
cooperation with Novartis. Furthermore, Intercell entered a strategic alliance with Wyeth for the use

of IC31° in various vaccine projects.

The scientific concept of IC31° has been proven by study results and collaborations, which encourage a
broad use in a variety of prophylactic and therapeutic vaccines.
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[ USPs of Adjuvanr 1C31°
Induces, in addition to the B-cell, strong T-cell immunity
Broadens immune response towards vaccine antigens (e.g. Influenza)
Allows vaccine development where cellular immunity is key (e.g. Tuberculosis, Chlamydia)
Signals through Toll-like-receptors
Shows safe toxicology profile
GMP manufacturing process established
Strong patent position

Intercell develops products both independently and in collaboration with partners using a combination
of in-house development and outlicensing, as appropriate for each product. The very selective partnering
of Intercell with top-class pharma and vaccine companies considerably improves our progress toward
innovative products by balancing development and financial risks. It is the Company's intention to
maximize value in its products by creating meaningful partnerships and by retaining substantial
milestone and royalty revenues or profit sharing rights.

In 2007, significant progress was made in existing programs (e.g. Merck & Co., Inc. initiated Phase II
trials with S. aureus vaccine, SSI cooperating with Sanofi Pasteur, initiated further trials with Tuberculosis
vaccine). Furthermore, Intercell and Novartis formed a unique world-leading strategic partnership to fuel
further innovation in vaccines.

[ Straregic Alliance with Novartis
In 2007, Intercell and Novartis formed a strategic partnership that set a benchmark for the biotech and
pharma industry. The current operational focus of the partnership is the development of an improved
Influenza vaccine comprising IC31® and the global co-development of a therapeutic Hepatitis C vaccine.
The alliance also grants Novartis certain opt-in rights for Intercell's not-partnered novel vaccine targets.

The upfront total cash contribution of EUR 270 m will further expand resources behind Intercell's key
value drivers, and secures the Company's ability to independently achieve sustained, aggressive growth.
Potential milestone and royalty payments under this agreement could result in multi-billion revenues
for Intercell in the future.

One part of the agreement, the subscription of new shares for EUR 150 m by Novartis, was completed in
September 2007. This increased Novartis' equity stake from 6.1% to 15.9%. The shares issued to Novartis
carry no special rights compared to all other shares issued by Intercell. The new shares were issued at a
price of EUR 31.25 per share.
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Further Partnerships and Alliances
Currently, the Company is involved in the development of vaccines under the following partnerships:

INDICATION STRATEGIC PARTNER

Japanese Encephalitis Vaccine Novartis (marketing and distribution)
CSL Lid. (marketing and distribution)
Biological E. Ltd. (production, marketing and distribution)

Hepatitis C Vaccine Novartis (co-development)

IC31° Flu Vaccine Novartis (license)

S. aureus Vaccine Merck & Co., Inc. (license)

S. aureus Antibodies Merck & Co., Inc. (license)

Group A Streptococcus Vaccine Merck & Co., Inc. (license)

Group A Streptococcus Antibodies Merck & Co., Inc. (license)

Tuberculosis Vaccine Statens Serum Institur (SS1) / Sanofi Pastenr (license)
Buacterial Vaccine (undisclosed) Sanofi Pasteur (license)

Preumococcus Antibodies Kirin (license)

IC31° in infectious diseases vaccines Wyeth Pharmaceuticals (license)

In addition, the Company has cooperative research and development agreements in place with the
Centers for Disease Control and Prevention (Streptococcus pneumoniae vaccine), the PATH Malaria
Vaccine Initiative (Malaria vaccine), and the National Institute of Health.
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7102 HUMAN RESOURCES — COMMITMENT TO OUR PEOPLE

The achievement of Intercell's ambitious goals is strongly relying on the people who work for the
Company. Intercell is a knowledge-based company, therefore adequate skills and knowledge combined
with the professional experience of our employees are the most important factors regarding the
Company's development, growth and success. Our corporate culture reflects and highlights the
international and multicultural character of our highly-qualified workforce.

At the end of 2007, Intercell had approximately 250 employees: Intercell's headquarters in Vienna
employs 182 people, while our manufacturing facilities in Livingston, Scotland (Intercell Biomedical
Ltd.), is operated by a staff that numbered 66 team members at the end of 2007.

In total, 93 new team members were recruited in 2007. As of December 31, 2007, 71.6 percent of
Intercell's employees worked in the field of research, development, and manufacturing. 28.4 percent were
involved in selling, general and administrative activities not associated with research and development.

In total, 56,8 percent of Intercell's staff are university graduates. 36 percent of our key positions are
held by women; the overall percentage of female employees is 63.2 percent.

One of Intercell's major goals in regard to corporate culture and human resources is to secure a healthy
work-life balance for its employees. As part of this, flexible working hours and employment arrangements

are an established tradition at Intercell.

Employment Statistics

Vienna Livingston Mooresville Toral
Female 121 606.5% 37 56.1% 0 0.0% 158 63.2%
Male 61 33.5% 29 43.9% 2 100.0% 92 36.8%
R&ED 132 72.5% 47 71.2% 0 0.0% 179 71.6%
SG&A 50 27.5% 19 28.8% 2 100.0% 71 28.4%
Average age 33.5 35.6 52.2 34.2
Total age 6,100 2,352 105 8,557
University degree 95 52.2% 45 68.2% 2 100.0% 142 56.8%
Number employees 182 66 2 250

18 Nationalities
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7102) FINANCIAL REVIEW

Revenues

The aggregate annual revenues increased from EUR 23.5 m in the year ended December 31, 2006 to
EUR 53.3 m in the year ended December 31, 2007, or by 127.5 percent. In the year ended December 31,
2007 revenues from collaborations and licensing increased by 121.9 percent to EUR 47.8 m, compared to
EUR 21.5 m in the previous year. Grant income increased from EUR 1.9 m in the year ended December
2006 to EUR 5.5 m in the following year. This increase was primarily due to a grant from PATH
(Program for Appropriate Technology in Health) for Intercell's Pneumococcus vaccine project.

Results of Operations

Driven by a strong increase in revenues from collaborations and licensing, Intercell could achieve its

first positive full year result in 2007. Net profit for 2007 was EUR 5.0 m, compared to a net loss of

EUR 16.1 m in 2006. Net operating expenses also continued to increase as a result of the progress of
Intercell's development programs and went up by 32.2 percent from EUR 39.1 m in the year ended
December 31, 2006 to EUR 51.7 m in 2007. Research and development costs increased from EUR 31.0 m
in 2006 to EUR 40.4 m in 2007, or by 30.3 percent. General, selling and administrative expenses were
EUR 14.3 m in 2007 and EUR 10.5 m in 2006, which represents an increase of 36.2 percent. This increase
was mainly due to an extension in general management as well as marketing and sales capacities. Net other
operating income increased from EUR 1.4 m in 2006 to EUR 3.0 m in 2007, primarily due to higher
R&D tax credits. No income from transactions with associated companies was recorded in 2007, because
the only associate was fully acquired in 2007 and fully consolidated. Financial income, net of expenses, was
EUR 3.0 m in the year ended December 31, 2007, compared to EUR 1.3 m in the year ended December
31, 2006. Recognition of a deferred tax asset in a subsidiary resulted in an income tax credit of EUR 0.3 m
in the year ended December 31, 2007, compared to net income tax expense of EUR 0.4 m in the prior year.

Cash Flow and Capital Resources

Net cash generated from operating activities for the year ended December 31, 2007 was EUR 41.7 m
compared to net cash used in operating activities of EUR 8.0 m in the previous year. The increase in cash
generated in operating activities was due to the net profit and the positive effects on net working capital
resulting from deferred income in connection with up-front payments from Novartis.

Net cash used in investing activities of EUR 61.2 m in 2007 and of EUR 24.8 m in 2006 resulted
primarily from investments in short-term available-for-sale financial assets for cash management purpose.
Without giving effect to investments in and proceeds from the sale of securities, net cash generated from
investing activities was EUR 2.8 m in the year ended December 31, 2007 compared to cash used in invest-
ing activities of EUR 5.0 m in the year ended December 31, 2006. This positive cash flow in 2007 result-
ed from cash acquired through acquisitions and an increase in interest received. Investments in property,
plant and equipment were EUR 4.1 m in 2007 compared to EUR 3.8 m in 2006.
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Net cash provided by financing activities was EUR 151.2 m in the year ended December 31, 2007 and
EUR 56.5 m in the year ended December 31, 2006. The financing proceeds in 2007 resulted primarily
from the issuance of 4.8 m new shares in the third quarter to Intercell's strategic partner Novartis at an
issue price of EUR 31.25 per share and from net proceeds from the exercise of stock options of EUR 2.8 m.

As of December 31, 2007, Intercell had liquid funds of EUR 287.6 m, of which EUR 161.0 m was cash
and EUR 126.5 m was available-for-sale financial assets.

Key Performance Indicators

Management believes that the following financial figures are the key indicators of the Company's financial
performance. However, as a biotech company without any income from sale of products and a broad inno-
vative pipeline of product candidates, Intercell's performance is not only linked to financial indicators but
mainly to the progress in development programs (as described in the products and technologies sections),
which will monetize in the financial performance of future accounting periods.

in EUR thousand Year ended December 31,

2007 2006 2005
Revenues 53,349 23,452 8,469
Net profit/(loss) 5,009 (16,143) (25,060)
Net operating cash flow 41,686 (7,979) (24,023)
Cash and marketable securities, end of the year 287,571 94,421 50,178
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Pursuing innovations based on the latest scientific discoveries and novel technologies can offer huge
potential rewards, but also includes the inherent risk of failure. In particular, Intercell is exposed to the
following risk factors:

The Company has never generated revenues from the commercial sale of a product and has incurred
significant losses. Although profit was achieved in the 2007 fiscal year, Intercell may not be able to sustain
profitability if the Company is unable to gain approval for its novel vaccine candidates. The Company's
research and development activities, and in particular its late stage clinical trial programs, will involve
substantial expenditure. The result of these research and development activities is inherently uncertain
and the Company may experience delays or failures in clinical trials or in obtaining regulatory approvals.

The Company will require regulatory approvals from the US Food and Drug Administration, or FDA,
European Medicines Agency, or EMEA, and other relevant regulatory agencies in order to continue to
develop and commercialize its product candidates. Despite significant effort and expense, regulatory ap-
proval for the Company's product candidates may be delayed or denied at any stage of their development.

The Company's manufacturing facility in Livingston, Scotland, is, and will continue to be, a significant
factor in maintaining complete control over its product candidates, development timelines, and production
costs. The manufacturing of biological materials is a complex undertaking and may experience technical
problems. Biological manufacturing is subject to government regulation and regular inspection. In case of
failure to comply with regulatory requirements, the Company's manufacturers' license may be suspended
or revoked. In addition, should external manufacturers fail to perform, the development and commercial-
ization of Intercell's product candidates may be limited or delayed.

The vaccine industry is highly competitive, and if the Company's competitors commercialize their
products more quickly than Intercell or develop alternatives to Intercell's products, the Company might
lose a significant share of the expected market.

The Company's ability to commercialize its product candidates or to license its technologies depends on
the ability to obtain and maintain adequate protection of its proprietary and intellectual property rights.
If the Company's efforts to protect its intellectual property rights are not sufficient, competitors may use
their technologies to create competing products, erode the Company's competitive advantage, and
capture all or part of its expected market share.
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The success of the Company's strategic partnerships depends, in part, on the performance of the

strategic partners, over which the Company has little or no control. Partners may elect to delay or
terminate one or more of these strategic partnerships, independently develop products that could compete
with the Company's product candidates, or fail to commit sufficient resources to the development or
commercialization of the product candidates partnered with the Company.

Future business opportunities or a delay or failure in the development or commercialization of one or
more of the Company's product candidates may result in the need for additional funding, which may
only be available, if at all, with unfavorable consequences or on unfavorable terms.

In addition, the Company's product liability insurance coverage may not be sufficient to cover product
liability claims, which Intercell may incur as a result of the use of its product candidates in clinical trials
or the sale of future products. The development and commercialization of the Company's product
candidates may be delayed if Intercell is unable to recruit and retain qualified personnel or if any of the
key members of the Management or scientific staff discontinues his or her employment or consulting
relationship with the Company. Developments on the financial markets, such as depreciation of currencies,
changes in interest rates, or price changes in debt securities could adversely affect the Company's financial
condition and the results of its operations.

In order to manage the risks associated with its business activities, the Company maintains a close risk
monitoring system and continuously evaluates the risk-reward profile of its research and development
programs and other business activities. Management mitigates the risk inherent to the Company's business
as an innovative biotech company by maintaining a broadly diversified mix of development programs in
different indications and stages of development as well as its own and collaborative development activities.
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7102) DISCLOSURE ACCORDING TO SECTION 243A
43 OF THE AUSTRIAN COMMERCIAL CODE

[ .. As of December 31, 2007, the Company's share capital consists of 45,521,707 shares of common stock
with no par value in bearer form. Each share represents the same pro rata amount of the aggregate share
capital.

[ ... The Management is not aware of any agreements between shareholders that restrict the voting rights
or the transferability of any of the issued shares.

[ .. As of the balance sheet date entities affiliated with Novartis AG, Switzerland, held 15.9 percent of
the voting rights of the Company. The Management is not aware of any other shareholder whose
shareholding represents ten percent or more of the share capital of the Company.

[ ... The Company has not issued any shares with special control rights as compared to all other outstanding
shares, and there are no controls of voting rights for shares held by employees who do not exercise their
voting rights directly.

[ ... The Company's regulations in regard to the appointment and discharge of the members of the
Management Board and the Supervisory Board as well as regulations in regard to the change of the
articles follow Austrian legal regulations.

[ ... The Management Board is authorized to increase the registered capital of the Company pursuant to
Section 169 of the Austrian Stock Corporation Act, with the consent of the Supervisory Board, by June
15,2012 in one or several tranches by issuing up to 5,200,000 new bearer shares of common stock.
The Management Board is further authorized pursuant to Section 159 subsection 2 of the Stock
Corporation Act, to issue convertible bonds by granting the creditors conversion and/or subscription
rights for up to 15,000,000 new bearer shares of common stock, and to determine the further details
of implementation with the consent of the Supervisory Board until Junel5, 2012. The share capital is
conditionally increased by up to 2,256,475 bearer shares insofar as the employees and members of the
Management Board, who have been granted stock options, exercise their subscription rights.

[ ... The following material Company agreements provide the counterparty with certain rights in the event
of the change of control of the Company, which could lead to a termination of the agreement: Research
Collaboration and License Agreement with Merck Sharp&Dohme Research Ltd., Strategic Alliance
Agreement with Novartis Pharma AG, Marketing and Distribution Agreement with Novartis Vaccine
and Diagnostics, Inc. and Supply and Distribution Agreement with CSL Biotherapies Pty Ltd.

[ .. No special compensation agreements exist between the Company and the members of its Management
and Supervisory Board in case of change in Company control.
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Strong Roots — Solid and Aggressive Growth
Based on the success and achievements of 2007, we look ahead and aim at continuing

our strategy of creating sustainable growth:

Japanese Encephalitis Virus Vaccine
Results of Phase II clinical trials in children in endemic countries
Agreement with US Army
Collaboration agreement for Japanese market
Market approvals in US, Europe and Australia

Hospital-acquired Infections
Phase II results for S. aureus vaccine and initiation of Phase III
Phase II/III start for Pseudomonas vaccine
Acceleration of Klebsiella, Enterococcus vaccines and antibody programs

Hepatitis C Vaccine
Final Phase II clinical data in chronic Hepatitis C patients
Formulation of Hepatitis C vaccine with IC31°
Initiation of co-development trials with Novartis

IC31° & AIP®
Expansion of clinical studies and data from Tuberculosis vaccine with IC31°
Additional licensing deals for IC31°
Clinical start of Pneumococcus vaccine
Expansion of vaccine franchise (e.g. Borrelia, Otitis media...) and establishment of antibody
franchise with AIP® (e.g. Group B Streptococcus)
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ig.4. __ROOT OF BUSINESS

A. Visionary enterprises need capital. Stock gives one the chance to become an entreprencur with even the smallest

of budgets — or can also be a way to let many, many people set something huge on its feet. — B. Joint stock companies
— how could we have expected anything else — were invented in Austria, more particularly in the 16th century in Styrian
mining. — C. The first stock to actually be issued is from the Dutch East Indies Company, VOC. The joint stock
company survived for 190 years, helped the Dutch achieve unprecedented wealth, and paid out the heavenly average
dividend of 18%. — D. The dividends were, however, paid out in spices, cotton, or bonds in years of poor business.
The stockholders had no voting rights and hadn’t seen a proper balance report in the entire 190 years. — E. /ntercel/

is pleased to be able to extend this proper balance report to you — and thanks all stockholders for their trust.
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703/ LETTER OF THE CFO

DEAR SHAREHOLDER,

2007 is the first profitable year in Intercell’s history. Achieving profitability is a very special moment

in the history of a biotech company. Not many ever reach this point. Achieving profitability for us means
even increased responsibility for our shareholders. We have built the company on very strong roots — this
gives us the right to grow significantly also in the future.

Strong roots for strong growth

In 2007, we sustained our philosophy and strategy to deliver on our promises. Intercell has two most
innovative technology platforms for vaccine antigens and adjuvants. Our Antigen Identification Program
(AIP®) generates various targets which we either develop in-house or in cooperation with global pharmaceu-
tical companies such as Merck & Co., Inc., who started Phase II studies in December 2007, using a

S. aureus vaccine discovered within our proprietary Antigen Identification Program (AIP®). Regarding
Intercell’s adjuvant IC31°, we have collaborations with a number of global vaccine companies as well as
with small biotech companies. With IC31® we have only begun trying to fulfill our mission of making
novel vaccines with a significantly better adjuvant, e.g. an improved influenza vaccine which is developed
in partnership with Novartis.

Excellent partners for great products

In 2007, Intercell and Novartis formed a major strategic partnership. This partnership is the first of its
kind in the vaccines sector and provides both companies with a strong base for mutual value creation.
Our strategy of partnering with the prime players in the field enables us to further unlock the proven
value existing in our own vaccine technologies. In addition, we can pursue our business strategy of creat-
ing significant shareholder value as an independent company whilst continuing to develop one of the
most innovative product pipelines in the industry. Therefore, the win—win situation with our partners
will increase the growth potential of Intercell within the next few years.

Accelerating innovation as our key mission

We have always been committed to building a sustainable, innovative, and profitable company.

2007 is Intercell’s first profitable year. Our aggregate annual revenues increased by 127.5 percent to
EUR 53.3 m in the year 2007. This strong increase was due to higher revenues from collaborations and
significant progress made in existing collaborations. R&D costs increased from EUR 31.0 m in 2006 to
EUR 40.4 m in 2007 and enabled us to drive all programs forward at full speed to create the maximum
value out of the development programs and technology platforms. At year end, we can report a strong
cash position with EUR 287.6 m. In 2007, we set the basis for future growth. We have proven that we
can create significant value based on our products and technologies. Keeping our costs under control by
focusing on downside protection while keeping all potential upside is the most important management
objective at Intercell. Based on this strategy, we expect significant profit growth in 2008 without sacrific-
ing any innovative potential in our field. We wanrt to thank all investors and supporters of the company.

Lo

Fai—

WERNER LANTHALER, CFO
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7031 INVESTOR RELATIONS

Shareholder Structure (December 31, 2007)

Free Float 72.6%

Management 2.0% Novartis (CH) 15.9%

|
Treasury Stock 0.8% ‘ ‘ Temasek Holdings (Singapore) 8.7%

Institutes and Analysts covering Intercell AG

Goldmann Sachs Stephen McGarry, Linden Townson
Merrill Lynch Erica Whittaker, Brigitte de Lima
Lehman Brothers Peter Welford, Philippa Gardner

Erste Bank der dsterreichischen Sparkassen AG Giinther Artner, Vladimira Urbankova
Sal. Oppenheim Peter Diilllmann

Bryan, Garnier & Co Luke Poloniecki

Bank Vontobel Markus Metzger

UniCredit Alfred Reisenberger, Georg Wengler
SNS Securities Huub Verschueren

Capital Bank Martin Michalky, Vojislava Lukic

Intercell runs an Investor Relations program that includes the following:
Annual General Meeting
Shareholder Day
R&D Days, themed events covering topics of interest such as the vaccine industry and future
developments, disease-related topics, etc.
One-on-one and group meetings with investors and analysts at Intercell’s headquarters or during road
shows at major financial centers
Presentations at industry conferences

These activities focus on recently announced activities or financial results and are conducted in line with stock
exchange disclosure rules and regulations.

Providing transparency and timely information for the shareholders is a high priority for Intercell’s Management.
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2008 Financial Calendar

March 3, 2008: Preliminary results announcement for the year ended December 31, 2007
May 13, 2008: QI results for the three months ending March 31, 2008

May 14, 2008: R&D Day London

May 21, 2008: R&D Day New York

June 13, 2008: Annual General Meeting

June 20, 2008: Dividend Record & Payment Date*

August 18, 2008: Q2 results for the 3 and 6 months ending June 30, 2008

November 11, 2008: Q3 results for the 3 and 9 months ending September 30, 2008

November 28, 2008: Shareholder Day

*no dividend payment to be expected

Selected Investor Conferences

Intercell will be holding (held) presentations at the following investor and finance conferences:

07.01.08 10.01.08 JP Morgan 6th Annual Health Care Conference San Francisco, CA, USA
20.01.08 22.01.08 CA IB/UniCredit Investors Conf, Kitzbiihel Kitzbiihel, AUT
05.02.08 07.02.08 ML Global Healthcare Conf, NY New York, NY, USA
26.02.08 28.02.08 BioBusiness 2008 Geneva, SUI
13.03.08 13.03.08 Bear Stearns Healthcare Conference London, GBR
18.03.08 20.03.08 Lehman Brothers' 11th Annual Global Healthcare Conference, Miami Miami, FL, USA
01.04.08 02.04.08 Merrill Lynch All Stars Conference New York, NY, USA
03.04.08 03.04.08 Kempen & Co Life Sciences Conference Brussels, BEL
09.04.08 11.04.08 RCB Investorenveranstaltung, Ziirs Ziirs, AUT

05.06.08 06.06.08 Deutsche Bank - German Corporate Conference 2008 Frankfurt, GER
02.09.08 03.09.08 Sal. Oppenheim - 3rd European Healthcare Investors Conference Frankfurt, GER

Performance Graph
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71031 AUDITOR’S REPORT

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Intercell AG for the financial
year from 1 January to 31 December 2007. These consolidated financial statements comprise the balance
sheet as at 31 December 2007, and the income statement, statement of changes in equity and cash flow
statement for the year ended 31 December 2007, and a summary of significant accounting policies and
other explanatory notes.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial state-
ments in accordance with International Financial Reporting Standards as adopted by the EU. This
responsibility includes: designing, implementing and maintaining internal control relevant to the prepa-
ration and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error; selecting and applying appropriate accounting policies; and making accounting esti-
mates that are reasonable in the circumstances.

Aunditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with laws and regulations applicable in Austria and in accordance
with International Standards on Auditing, issued by the International Auditing and Assurance Standards
Board (IAASB) of the International Federation of Accountants (IFAC). Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment, includ-
ing the assessment of the risks of material misstatement of the financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit proce-
dures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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71031 AUDITOR’S REPORT

Opinion

Our audit did not give rise to any objections. Based on the results of our audit in our opinion, the
consolidated financial statements present fairly, in all material respects, the financial position of the
group as of 31 December 2007, and of its financial performance and its cash flows for the financial year
from 1 January to 31 December 2007 in accordance with International Financial Reporting Standards
as adopted by the EU.

Report on Other Legal and Regulatory Requirements

Laws and regulations applicable in Austria require us to perform audit procedures whether the consolidat-
ed management report is consistent with the consolidated financial statements and whether the other dis-
closures made in the consolidated management report do not give rise to misconception of the position of
the group.

In our opinion, the consolidated management report for the group is consistent with the consolidated
financial statements.

Vienna, 6 March 2008

PwC Wirtschaftspriifungs AG
Wirtschaftspriifungs- und
Steuerberatungsgesellschaft

D Ylomiyms,

Dorotea-E. Rebmann
Austrian Certified Public Accountant

The consolidated financial statements of Intercell AG for the fiscal year from 1 January 2007 to 31
December 2007, the management report and the audit opinion thereon have been issued in German
language in accordance with section 245a and 193 of the Austrian Commercial Code. We draw atten-
tion to the fact that this translation into English is presented for convenience purposes only and that
the German wording is the only legally binding version.
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11/ CONSOLIDATED INCOME STATEMENT

EUR in thousands Year ended December 31,
Note 2007 2006

Revenues 53,349 23,452
Revenues from collaborations and licensing 47,816 21,549
Grant income 5,533 1,903
Operating Expenses (51,681) (39,084)
Research and development expenses (40,448) (30,952)
General, selling and administrative expenses (14,269) (10,510)
Income from transactions with associated companies 0 951
Other income and expenses, net 7 3,035 1,427
Operating profit/(loss) 1,668 (15,632)
Finance income 9 4,035 1,469
Finance expenses 9 (1,035) (128)
Share of loss of associated companies 14 0 (1,437)
Profit/(loss) before income tax 4,667 (15,728)
Income tax (expense)/income 10 342 (415)
Profit/(loss) for the year 5,009 (16,143)
Earnings/(Losses) per share

for profit attributable to the equity holders of the

Company during the year (expressed in EUR per share)

- basic 11 0.12 (0.45)

- diluted 11 0.12 (0.45)
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/111 CONSOLIDATED BALANCE SHEET

EUR in thousands At December 31,

Note 2007 2006
ASSETS
Non-current assets 32,022 11,439
Property, plant and equipment 12 11,956 10,253
Intangible assets 13 19,256 157
Deferred tax assets 10 810 283
Other non-current assets 18 0 746
Current assets 297,370 100,024
Trade receivables and other current assets 18 9,799 5,413
Available-for-sale financial assets 15 126,528 65,523
Restricted cash 18 0 190
Cash and cash equivalents 19 161,043 28,898
TOTAL ASSETS 329,391 111,463
EQUITY
Capital and reserves attributable to the Company's equity holders 264,625 93,082
Share capital 21 363,607 200,266
Other reserves 23 4,202 668
Retained losses (103,183) (107,852)
LIABILITIES
Non-current liabilites 5,994 2,399
Borrowings 27 1,459 2,157
Other long-term liabilities 230 242
Deferred tax liabilities 10 4,304 0
Current liabilities 58,772 15,982
Trade and other payables 25 13,731 10,363
Borrowings 27 698 998
Deferred income 26 44,343 4,621
Total liabilities 64,766 18,381
TOTAL EQUITY AND LIABILITIES 329,391 111,463

Intercell . ANNUAL REPORT . MMVII.



54

111 CONSOLIDATED CASH

FLOW STATEMENT

EUR in thousands Year ended December 31,
Note 2007 2006

Cash flows from operating activities
Profit/(loss) for the year 5,009 (16,143)
Depreciation and amortization 12/13 1,732 1,023
Share-based compensation 22 3,101 1,646
Tax 10 (345) 415
Other adjustments for reconciliation to cash used

in operations (3,424) 1,508
Changes in working capital 28 35,760 4,158
Cash generated from/(used in) operations 28 41,833 (7,393)
Interest paid 93) (174)
Income tax paid (54) (412)
Net cash generated from/(used in) operating activities 41,686 (7,979)
Cash flows from investing activities
Cash acquired through acquisition, net of cash consideration 2,880 0
Purchases of property, plant and equipment 12/28 (4,067) (3,846)
Purchases of intangible assets 13 (268) (108)
Purchases of available-for-sale financial assets 15 (80,178) (36,110)
Proceeds from sale of available-for-sale financial assets 15 16,221 16,332
Investments in associated companies 14 0 (1,450)
Interest received 4,229 383
Net cash used in investing activities (61,183) (24,799)
Cash flows from financing activities
Proceeds from issuance of common stock,

net of costs of equity transactions 21 152,290 57,497
Disposal of treasury shares 21 232 24
Proceeds from borrowings 27 0 285
Repayment of borrowings 27 (1,359) (1,290)
Net cash generated from financing activities 151,163 56,516
Net increase in cash 131,666 23,738
Cash at beginning of the year 28,899 5,284
Exchange gains/(losses) on cash 478 (125)
Cash at end of the year 19 161,043 28,898
Cash, short-term deposits and marketable

securities at end of year 287,571 94,421
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1'1V] CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

EUR in thousands Share capital Other reserves Retained earnings Total equity
Balance at January 1, 2006 141,099 263 (91,709) 49,653
Fair value gains on available-for-sale financial assets - 376 - 376
Currency translation differences - 30 - 30
Net income recognized directly in equity - 406 - 406
Loss for the year - - (16,143) (16,143)
Total recognized income/(expense) for 2006 - 406 (16,143) (15,737)
Employee share option plan:
- value of employee services 1,646 - - 1,646
- proceeds from shares issued 1,521 - - 1,521
- treasury stock re-issued 12 - - 12
Issuance of common stock, July 2006 59,123 - - 59,123
Cost of equity transactions (3,135) - - (3,135)
59,167 - - 59,167
Balance at December 31, 2006 200,266 668 (107,852) 93,082
Balance at January 1, 2007 200,266 668 (107,852) 93,082
Fair value losses on available-for-sale financial assets - (2,321) - (2,321)
Currency translation differences - (120) - (120)
Deferred tax on share option scheme - - 172 172
Net income/(loss) recognized directly in equity - (2,411) 172 (2,239)
Profit for the year B - 5,009 5,009
Total recognized income/(expense) for 2007 - (2,441) 5,181 2,740
Employee share option plan:
- value of employee services 2,033 - - 2,033
- proceeds from shares issued 2,637 - - 2,637
- treasury stock re-issued 232 - - 232
Issuance of common stock, January 2007 6,034 - - 6,034
Issuance of common stock, September 2007 150,000 - - 150,000
Other shareholder contributions 4,339 - - 4,339
Impact of business combinations - 5,975 (513) 5,462
Cost of equity transactions (1,934) - - (1,934)
163,341 5,975 (513) 168,803
Balance at December 31, 2007 363,607 4,202 (103,183) 264,625
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I'VI NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. GENERAL INFORMATION

Intercell AG — together with its subsidiaries — (hereafter named “Company”) is a biotechnology company
focused on developing, manufacturing, and commercializing prophylactic and therapeutic vaccines against
infectious diseases. In addition, the Company markets its discoveries resulting from its own proprietary
research and development programs and technologies. The Company’s lead product, a prophylactic vaccine
against the Japanese Encephalitis virus, has successfully completed Phase III clinical trials and is currently
undergoing regulatory review for commercial registration. Prophylactic vaccines against S. aureus and
Pseudomonas, and a therapeutic vaccine against the Hepatitis C virus, are in advanced clinical stages.

Two product candidates both based on the Company’s proprietary adjuvant technology, a vaccine against
Tuberculosis and an Influenza vaccine, are currently undergoing first clinical trials. The Company’s core
technologies utilize innovative processes to identify antigens that are recognized by the human immune
system. In addition, the Company develops proprietary adjuvants that stimulate the human immune
system’s response to an antigen and enhance its ability to fight and destroy the associated pathogen.
Related business activities include product research and development, regulatory and clinical activities,
the manufacturing of advanced clinical product candidates, as well as administrative, corporate

development, and marketing activities.

Intercell AG is a stock corporation (Aktiengesellschaft) under Austrian law. The Company has its primary

listing on the Vienna stock exchange.

Intercell AG headquarters are located in Vienna, and it directly or indirectly hold interests in the following

subsidiaries:

Country of Interest held at December 31,
Name incorporation 2007 2006
Intercell Biomedical, Ltd. UK 100% 100%
Intercell USA, Inc. USA 100% 100%
Pelias Beteiligungs GmbH Austria 100% -
Pelias Biotechnologies GmbH Austria 100% -

Intercell Biomedical Ltd., Livingston, Scotland, operates a multi-purpose biologics manufacturing facility
used for production of the Company’s Japanese Encephalitis vaccine. Intercell USA, Inc., Mooresville, North
Carolina, is primarily engaged in business development activities for the Company’s products and technolo-
gies in the United States. Pelias Beteiligungs GmbH, Vienna, Austria, together with its subsidiary Pelias
Biotechnologies GmbH, is engaged in research and development in the field of hospital infections.
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I'VI NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

These consolidated financial statements have been authorized for issue by the Management Board on

the day of signature. The individual financial statements of the parent company, which are part of the
consolidated financial statements after conversion into the applicable accounting standards, will be
reviewed and adopted by the Supervisory Board. The Supervisory Board and — in the event of submission
to the Annual General Meeting — the shareholders are allowed to make changes to the individual financial
statements. This would affect the presentation of the consolidated financial statements.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in preparing these consolidated financial statements are
outlined below. These policies have been consistently applied to all the years presented.

2.1. Basis of presentation

These 2007 Consolidated Financial Statements have been prepared under Sec. 245a of the Austrian Code
of Commerce (UGB) in accordance with the International Financial Reporting Standards (IFRSs) as
adopted by the European Union.

The accounting policies applied by the Company under IFRSs as adopted by the European Union are
also in conformity with IFRSs as issued by the International Accounting Standards Board (IASB).

These consolidated financial statements have been prepared using the historical cost convention,
as modified by the fair value valuation of available-for-sale financial assets.

The Company is exposed to special risks inherent in its business as a biotechnology company that does not
yet have an approved product on the market. During its developmental stage, it has accumulated losses
amounting to EUR 102,843 thousand as of December 31, 2007. The Company’s long-term profitability will
depend on its ability to gain regulatory approval for the commercialization of its novel vaccine products.

The preparation of financial statements in conformity with IFRS as adopted by the European Union
requires the use of certain critical accounting estimates. It also requires company management to exercise
its judgment in applying the Company’s accounting policies. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are significant to the consolidated
financial statements, are disclosed in note 4.

For ease of presentation, numbers have been rounded and, where indicated, are presented in thousands
of Euros. Calculations, however, are based on exact figures. Therefore, the sum of the numbers in a table
column may not conform to the total figure displayed in the column.
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I'VI NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

a) Standards, amendments and interpretations effective in 2007

IFRS 7, ‘Financial instruments: Disclosures’, and the complementary amendment to IAS 1, ‘Presentation
of financial statements — Capital disclosures’, introduces new disclosures related to financial instruments
and do not have any impact on the classification and valuation of the Company’s financial instruments.

IFRIC 8, ‘Scope of IFRS 2’, requires consideration of transactions involving the issuance of equity
instruments, where the identifiable consideration received is less than the fair value of the equity
instruments issued in order to establish whether or not they fall within the scope of IFRS 2.

This standard does not have any impact on the Company’s financial statements.

IFRIC 10, ‘Interim financial reporting and impairment’, prohibits the impairment losses recognized in
an interim period on goodwill and investments in equity instruments and in financial assets carried at
cost to be reversed at a subsequent balance sheet date. This standard does not have any impact on the
Company’s financial statements.

b) Interpretation early adopted by the Company

IFRIC 11, TFRS 2 — Group and treasury share transactions’, was early adopted in 2007. IFRIC 11
provides guidance on whether share-based transactions involving treasury shares or involving group
entities (for example, options over a parent’s shares) should be accounted for as equity-settled or cash-
settled share-based payment transactions in the stand-alone accounts of the parent and group companies.
This interpretation does not have an impact on the Company’s financial statements.

¢) Interpretations effective in 2007 but not relevant
The following interpretations to published standards are mandatory for accounting periods beginning
on or after 1 January 2007 but they are not relevant to the Company’s operations:

IFRIC 7, ‘Applying the restatement approach under IAS 29, Financial reporting in hyperinflationary
economies’; and

IFRIC 9, ‘Re-assessment of embedded derivatives’.
d) Standards that are nor yet effective and have not been early adoptred by the Company
The following standard has been published and is mandatory for the Company’s accounting periods

beginning on or after January 1, 2008 or later periods, but has not been early adopted by the Company:

IFRS 8, ‘Operating segments’ (effective from January 1, 2009). IFRS 8 replaces IAS 14 and aligns segment
reporting with the requirements of US standard SFAS 131, ‘Disclosures about segments of an enterprise
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I'VI NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

and related information’. The new standard requires a ‘Management approach’ under which segment
information is presented on the same basis as the one used for internal reporting purposes. The Company
will apply IFRS 8 from January 1, 2009. The expected impact is still being assessed in detail by the
management.

¢) Standards, amendments and interpretations to existing standards

that are not yet endorsed by the European Union
The following standards, amendments and interpretations to existing standards have been published but
are still subject to endorsement by the European Union.

IFRS 2 (Amendment), ‘Share-based payment’ (effective for annual periods beginning on or after 1 January
2009). It clarifies that only service conditions and performance conditions are vesting conditions. As such
these features need to be included in the grant date fair value for transactions with employees and do not
impact the number of awards expected to vest of the valuation subsequent to grant date. The Company
plans to apply IFRS 2 (Amended) for periods beginning on or after January 1, 2009.

IFRS 3 (Revised), ‘Business Combination’ and IAS 27 (Amendment), ‘Consolidated financial statements
and accounting for investments in subsidiaries’ (effective from a period beginning on or after July 1, 2009).
IFRS 3 changed the accounting for acquisitions and added earnings volatility, making earnings more
difficult to predict. If the Company has a future business combination to be accounted for according to
IFRS 3, the Company plans to apply IFRS 3 for periods beginning on or after July 1, 2009.

IAS 1 (Amendment), ‘Presentation of financial statements’, ‘TAS 1 (2007)’ to replace the existing IAS 1
(effective for annual periods beginning on or after January 1, 2009). The Company plans to apply IAS 1
(Amended) for periods beginning on or after January 1, 2009.

IAS 23 (Amendment), ‘Borrowing costs’ (effective from January 1, 2009). It requires an entity to capitalize
borrowing costs directly attributable to the acquisition, construction, or production of a qualifying asset
(one that requires a substantial period of time to prepare for its use or sale) as part of the cost of that asset.
The option of immediately expensing those borrowing costs will be removed. The Company currently

does not hold any assets qualifying for capitalization of borrowing costs.
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I'VI NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

IAS 32 (Amendment), ‘Financial instruments: Presentation’ and IAS 1 (Amendment) ‘Presentation of fi-
nancial statements’ — ‘Puttable financial instruments and obligations arising on liquidation’ (the amend-
ment). The amendment requires entities to classify the following types of financial instruments as equity,
provided they have particular features and meet specific condition:
Puttable financial instruments (for example some shares issued by co-operative entities and some
partnership interests).
Instruments, or components of instruments, that impose on the entity an obligation to deliver to
another party a pro rata share of the net assets of the entity only on liquidation (for example some
shares issued by limited life entities).
The Company plans to apply these amendments for annual periods beginning on or after January 1, 2009.

IFRIC 12, ‘Service concession arrangements’ (effective from January 1, 2008). IFRIC 12 applies to a
contractual arrangement whereby a private sector operator participates in the development, financing,
operation and maintenance of infrastructure for public sector services. IFRIC 12 is not relevant to the
Company’s operations as none of the Company’s companies provide services for the public sector.

IFRIC 13, ‘Customer loyalty programs’ (effective from July 1, 2008 for periods beginning on or after
July 1, 2008). IFRIC 13 clarifies that where goods or services are sold together with a customer loyalty
incentive (for example, loyalty points or free products), the arrangement is a multiple-element arrange-
ment and the consideration receivable from the customer is allocated between the components of the
arrangement in using fair values. IFRIC 13 is not relevant to the Company’s operations as the Company
does not operate any customer loyalty programs.

IFRIC 14, TAS 19 — The limit on a defined benefit asset, minimum funding requirements and their
interaction’ (effective from January 1, 2008). IFRIC 14 provides guidance on assessing the limit in

IAS 19 on the amount of surplus that can be recognized as an asset. It also explains how the pension asset
or liability may be affected by a statutory or contractual minimum funding requirement. The Company
will apply IFRIC 14 starting January 1, 2008, however it is not expected to have any impact on the
Company’s accounts.

2.2. Consolidation

a) Subsidiaries

Subsidiaries are those entities over which the Company has the power to govern financial and operating
policies. Control usually exists in situations where the Company has more than 50% of the voting rights.
Subsidiaries are fully consolidated as of the date on which the Company obtains such control. They are
derecognized as of the date that such control ceases to exist.
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I'VI NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Company.
The cost of an acquisition is measured as the fair value of the assets given, equity instruments issued, and
liabilities incurred or assumed on the date of exchange, plus costs directly attributable to the acquisition.
Identifiable assets acquired, liabilities, and contingent liabilities assumed in a business combination are
measured initially on their fair values at the acquisition date. The excess of the cost of acquisition over
the fair value of the Company’s share of the identifiable net assets acquired is recorded as goodwill. If the
cost of acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is
recognized directly in the income statement.

Inter-company transactions, balances, and unrealized gains on transactions between group companies are
eliminated.

b) Associates

Associates are all entities over which the Company has significant influence but not control, generally
accompanying shareholdings of between 20 % and 50 % of the voting rights. Investments in associates
are accounted for by the equity method of accounting and are initially recognized at cost.

The Company'’s share of its associates’ post-acquisition profits or losses (net of tax) is recognized in the
income statement, and its share of post-acquisition movements in reserves is recognized in reserves.

The cumulative post-acquisition movements are adjusted against the carrying amount of the investment.
When the Company’s share of losses in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Company does not recognize further losses unless it

has incurred obligations or made payments on behalf of the associate.

2.3. Segment reporting
The Company operates in a single business segment and in a single geographical segment.

2.4. Foreign currency translation

a) Functional and presentation currency

Items included in the financial statements of each of the Company’s entities are measured using the
currency of the primary economic environment in which the entity operates (the functional currency).
The consolidated financial statements are presented in Euros, which is the Company’s functional and
presentation currency.
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I'VI NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

b) Transactions and balances

Foreign currency transactions are converted into the functional currency using exchange rates applicable
on the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation of monetary assets and liabilities denominated in foreign
currencies at year-end exchange rates are recognized in the income statement.

Change in the fair value of monetary securities denominated in foreign currency and classified as
“available-for-sale” are analyzed by considering translation differences resulting from changes in the
amortized cost of the security and other changes in the carrying amount of the security. Translation
differences related to changes in amortized cost are accounted for in profit or loss and other changes
in carrying amount are accounted for in equity.

¢) Subsidiaries
The results and financial position of all subsidiaries (none of which having the currency of a hyperinfla-
tionary economy) that have a functional currency different from the presentation currency are converted
into the presentation currency as follows:
(i) Assets and liabilities presented for each balance sheet are converted according to the exchange
rate valid on the balance sheet date;

(ii) income and expenses for each income statement are converted at average exchange rates (unless
this average is not a reasonable approximation of the cumulative effect of the rates prevailing on
the transaction dates, in which case income and expenses are converted on the dates of the
transactions); and

(iii) all resulting exchange differences are recognized as a separate component of equity.

Upon consolidation, exchange differences arising from the conversion of the net investment in foreign
entities and of borrowings and other currency instruments designated as hedges of such investments
are taken into shareholders’ equity. When a foreign operation is partially disposed of or sold, exchange
differences that had been recorded under equity are recognized in the income statement as part of the

gain or loss on sale.
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2.5. Revenune recognition

Revenue comprises the fair value of the consideration received or receivable in the course of the
Company’s ordinary activities for the grant of licenses, license options, or commercialization rights,
and for services performed in collaboration with, or on behalf of, licensees or partners as well as grants
from governmental and non-governmental organizations designated to remunerate approved scientific
research activities. Revenue is shown net of value-added tax, rebates, and discounts, and after
eliminating sales within the Company. Revenue is recognized as follows:

a) Revenues from collaborations and licensing

The Company generates revenues from collaboration and license agreements for its product candidates,
and proprietary technologies. The terms of such agreements include license fees payable as initial fees,
annual license maintenance fees and fees to be paid upon achievement of milestones as well as license
option fees and fees for the performance of research services. In addition, the Company’s collaboration
and licensing arrangements generally provide for royalties payable on the licensee’s future sales of
products developed within the scope of the license agreement.

Under certain arrangements, the Company assumes multiple performance obligations, such as granting
licenses and commercialization rights, supplying products or materials, and/or providing research
services. If the fair value of the components of such an arrangement can be reliably determined, then
revenue is recorded separately for each component. If it is not possible to determine the fair value of
each element of an arrangement and no specific element is considerably more significant than any other
element, then revenue is recognized on a straight-line basis over the life of the agreement.

The Company recognizes initial fees for the granting of licenses under non-cancelable contracts, which
permit the licensee to freely exploit the licensed intellectual property rights when such rights are assigned
and associated know-how is delivered. Additional non-refundable license fees to be paid upon the achieve-
ment of certain milestones are recognized as revenue when such a milestone has been achieved.

Under certain arrangements, the Company receives non-refundable up-front fees for granting license
options, which allow the licensee to obtain, upon execution of the option, a license for specific intellectual
property rights on pre-defined terms and conditions. Such option premiums are deferred and amortized
over the option period and the arrangement is not considered to give rise to a financial asset or liability.

Fees received for the performance of research services are recognized as revenue when the service has been
rendered and the collectibility of the receivable is deemed probable. Upfront payments received for the
future performance of research services are deferred and recognized when the research has been performed.
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b) Grant income

Grants from governmental agencies and non-governmental organizations are recognized at their fair
value where there is reasonable assurance that the grant will be received and the Company will comply
with all conditions.

Grant monies received as reimbursement of approved research and development expenses are recognized
as revenue when the respective expenses have been incurred and there is reasonable assurance that funds
will be received. Advance payments received under such grants are deferred and recognized when these

conditions have been met.

Government grant monies received to support the purchase of property, plant, and equipment are included
in non-current liabilities as deferred government grants and are credited to the income statement on a
straight-line basis over the expected lives of the related assets.

c) Interest income
Interest income is recognized on a time-proportion basis using the effective interest method.

2.6. Research and development

Research expenses are recognized as expenses when they have been incurred. Development expenses
incurred on clinical projects (related to the design and testing of new or improved products) are recognized
as intangible assets when the following criteria have been fulfilled:

(a) It is technically feasible to complete the intangible asset so that it will be available for use or sale;

(b) Management intends to complete the intangible asset and to utilize or sell it;

(c) There is an ability to utilize or sell the intangible asset;

(d) It can be demonstrated how the intangible asset will generate probable future economic benefits;

(e) Adequate technical, financial, and/or other resources to complete the development and to utilize or
sell the intangible asset are available; and

(f) The expenditure attributable to the intangible asset during its development can be reliably measured.

Other development expenditures that do not meet these criteria are recognized as expense when they
have been incurred. Development costs that had been previously recognized as an expense are not
recognized as an asset in a subsequent period. Capitalized development costs are recorded as intangible
assets and amortized from the point at which the asset is ready for use on a straight-line basis over its
useful life, not exceeding five years.

Development assets are tested for impairment annually in accordance with IAS 36.
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2.7. Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases (net of any incentives received from
the lessor) are charged to the income statement on a straight-line basis over the period of the lease.

2.8. Property, plant and equipment

Property, plant and equipment mainly comprise a manufacturing facility and leasehold improvements
in rented office and laboratory space. All property, plants and equipment are stated at historical cost
less depreciation. Historical cost includes expenditure that is directly attributable to the acquisition
of the items.

Subsequent costs are included in the asset’s carrying amount or are recognized as a separate asset as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Company and that the cost of the item can be measured reliably. All other repairs and maintenance
are charged to the income statement during the financial period in which they are incurred.

Depreciation of assets is calculated using the straight-line method to allocate their cost amounts to
their residual values over their estimated useful lives, as follows:

Buildings, leasehold improvements 10-20 years
Machinery, laboratory equipment 2-15 years
Furniture, fittings and office equipment 4-10 vyears
Hardware 3-4  years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance
sheet date.

An asset’s carrying amount is immediately written down to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount (note 2.10).

Gains and losses on disposals are determined by comparing proceeds with the carrying amount.
These gains and losses are included in the income statement.
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2.9. Intangible assets

a) Computer software

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and
implement the specific software. These costs are amortized over their estimated useful lives, generally three
to five years.

Costs associated with developing or maintaining computer software programs are recognized as expenses
when they have been incurred.

b) Production technology

Acquired production technology represents the operational processes and standards regarding the
production of biologics as well as quality control and quality assurance procedures according to Good
Manufacturing Practices (GMP) standards. Production technology is amortized over its estimated
useful life, generally five years.

¢) In-process research and development projects

Acquired in-process research and development projects represent an in-process research and development
project for a vaccine against Pseudomonas infections. Amortization of the intangible asset over its useful
life will start when the vaccine has been fully developed and is ready for use. Impairment losses on
in-process research and development projects are tested annually for impairment and carried at cost

less accumulated impairment losses.

2.10. Ympairment of non-financial assets

Assets that have an indefinite useful life, for example goodwill, are not subject to amortization and are
tested annually for impairment. Assets that are subject to depreciation and amortization are reviewed

for impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognized for the amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the higher of an asset’s fair value less selling costs and
value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units). Non-financial assets, other than
goodwill, that suffered impairment are reviewed for possible reversal of the impairment at each

reporting date.

2.11. Financial assets

The Company classifies its financial assets into the following categories: a) loans and receivables, and

b) available-for-sale financial assets. The classification depends on the purpose for which the investments
were acquired.
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a) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They arise when the Company provides money, goods, or services
directly to a debtor with no intention of trading the receivable. They are included in current assets,
except those with maturities beyond 12 months after the balance sheet date. These are classified as
non-current assets. Loans and receivables are classified as “trade and other receivables” in the balance
sheet (note 2.12).

Loans and receivables are carried at amortized cost using the effective interest method.
Impairment testing of trade receivables is described in note 2.12.

b) Available-for-sale financial assets

Available-for-sale financial assets are those intended to be held for an indefinite period of time which
may be sold in respect to needs for liquidity or changes in interest rates, exchange rates or equity prices.
Assets in this category are classified as current assets if they are expected to be realized within 12 months
of the balance sheet date.

Purchases and sales of financial assets are recognized on the trade date - the date on which the

Company commits to purchase or sell the asset. Financial assets are initially recognized at fair value

plus transaction costs and available-for-sale financial assets are subsequently carried at fair value.
Financial assets are derecognized when such a financial asset has been transferred or substantially all risks
and rewards of ownership have been transferred, or when the rights to receive cash flows from

the financial asset have expired.

Changes in the fair value of financial assets denominated in a foreign currency and classified as available-
for-sale are analyzed between translation differences resulting from changes in amortized cost of the
security and other changes in the carrying amount of the security. The translation differences on
monetary securities are recognized in profit or loss. Changes in the fair value of monetary securities
classified as available-for-sale are recognized in equity.

When financial assets classified as available-for-sale are sold or impaired, the accumulated fair value
adjustments are included in the income statement as “realized fair value gains or losses”. The fair value of
shares in an investment fund is determined by the daily redemption price at which such shares can

be sold, as quoted by the fund, based on the fund’s net asset value.

Interest on available-for-sale financial assets calculated using the effective interest method is recognized
in the income statement as part of financial income.
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For each balance sheet date, the Company assesses whether there is objective evidence that a financial
asset or a group of financial assets is impaired. For equity securities classified as available-for-sale, a
decline in fair value below acquisition cost is considered as an indicator that the securities are impaired.
If any such evidence exists, the cumulative loss — measured as the difference between the acquisition cost
and the current fair value, less any impairment loss on the financial asset that was previously recognized
in profit or loss — is removed from equity and recognized in the income statement. Investments in
equity instruments that do not have a quoted market price in an active market and whose fair value
cannot be reliably measured are measured at cost.

2.12. Trade receivables and other assets

Trade receivables are initially recognized at fair value and are subsequently measured at amortized cost
using the effective interest method, less provision for impairment. A provision for impairment of trade
receivables is established when there is objective evidence that the Company will not be able to collect
all amounts due according to the original terms of the receivables. Significant financial difficulties of
the debtor, probability that the debtor will enter bankruptcy or financial reorganization, and/or default
or delinquency in payments are considered indicators that the trade receivable is impaired. The amount
of the provision is the difference between the asset’s carrying amount and the present value of estimated
future cash flows, discounted at the effective interest rate. The carrying amount of the asset is reduced
through the use of an allowance account, and the amount of the loss is recognized in the income state-
ment within ‘General, selling and administrative expenses’. When a trade receivable is uncollectible,

it is written off against the allowance account for trade receivables. Subsequent recoveries of amounts
previously written off are credited against ‘General, selling and administrative expenses’ in the income
statement.

2.13. Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, and time deposits.

2.14. Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction
from the proceeds, net of tax, if any.

When the Company purchases its own equity share capital (treasury shares), the consideration paid,
including any directly-attributable incremental costs (net of income taxes, if any) is deducted from
equity attributable to the Company’s equity holders until the shares are cancelled, reissued or otherwise
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disposed of. In cases where such shares are subsequently sold or reissued, any consideration received, net
of any directly attributable incremental transaction costs and related income tax effects, is included in
equity attributable to the Company’s equity holders.

Share capital also comprises the equity component of compound financial instruments (note 2.15).

2.15. Compound financial instruments

For financial instruments that create financial liability and grant an option to the holder to convert

it into a fixed number of Company equity shares, the liability and equity components are recognized
separately. The fair value of the financial liability of the compound financial instrument is determined
using a market interest rate. This amount is recorded as a liability. The remainder of the proceeds is
allocated to the conversion option. This is recognized and included in equity, net of income tax effects,
if any. Borrowings are subsequently stated at amortized cost. Any difference between the proceeds

(net of transaction costs) and the redemption value is recognized in the income statement over the
period of the borrowings using the effective interest method.

2.16 Trade payables
Trade payables are recognized initially at fair value and subsequently measured at amortized cost using
the effective interest method.

2.17. Borrowings

Borrowings are initially recognized at fair value if determinable, net of transaction costs incurred.
Borrowings are subsequently stated at amortized cost. Any difference between the proceeds (net of
transaction costs) and the redemption value is recognized in the income statement over the period of
the borrowings using the effective interest method.

Borrowings also include the liability component of compound financial instruments (note 2.15).

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer
settlement of the liability for at least 12 months after the balance sheet date.
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2.18. Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. However, if the deferred income tax arises from initial recognition of an asset or liability in a
transaction other than a business combination that, at the time of the transaction, affects neither account-
ing nor taxable profit/loss, it is not accounted for. Deferred income tax is determined using tax rates

(and laws) that have been enacted or substantially enacted by the balance sheet date and are expected to
apply when the related deferred income tax asset is realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilized.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and associ-
ates, except where the timing of the reversal of the temporary difference is controlled by the Company and
it is probable that the temporary difference will not be reversed within the foreseeable future.

2.19. Employee benefits

a) Share-based compensation

The Company operates an equity-settled, share-based compensation plan. The fair value of such share-
based compensation is recognized as an expense for employee services received in exchange for the grant
of the options. The total amount to be expensed over the vesting period is determined by reference to the
fair value of the options granted, excluding the impact of any non-market vesting conditions. Non-market
vesting conditions are included in assumptions about the number of options that are expected to become
exercisable. At each balance sheet date, the Company revises its estimates of the number of options that
are expected to become exercisable. It recognizes the impact of the revision of original estimates, if any,

in the income statement, and makes a corresponding adjustment to equity.

The proceeds received net of any directly attributable transaction costs are credited to share capital
(nominal value) and share premium (amount exceeding nominal value) when the options are exercised.

b) Bonus plans

The Company recognizes a liability and an expense for bonuses. The Company recognizes a liability when
it has assumed a contractual obligation or where there is a past practice that has created a constructive
obligation.
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3. FINANCIAL RISK MANAGEMENT

3.1. Financial risk factors

The Company’s activities expose it to a variety of financial risks: market risk (including currency risk,
fair value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.
The Company’s overall risk management program focuses on the unpredictability of financial markets
and seeks to minimize potential adverse effects on the Company’s financial performance.

Financial risk management is carried out by a central finance department under the close supervision
of the Management Board. The central finance department identifies, evaluates, and manages financial
risks. The management board submits regular reports on its risk management systems, including the
management of financial risks, to the audit committee of the Supervisory Board.

a) Market risk

Foreign exchange risk

The Company operates internationally and is exposed to foreign exchange risk arising from various
currency exposures, primarily with respect to the US Dollar and the British Pound. Foreign exchange
risk arises from future commercial transactions, recognized assets and liabilities, and net investments
in foreign operations.

The objective of the Company is to keep the impact of the foreign exchange rate changes minimal.

To date, this exposure has not resulted in any significant exchange rate gains or losses. Accordingly, the
Company does not hedge its currency exposure.

The Company has certain investments in foreign operations whose net assets are exposed to foreign
currency translation risk.

At December 31, 2007, if the US Dollar had weakened by 10 % against the Euro, with all other
variables held constant, post-tax profit for the year would have been EUR 2,124 thousand (2006:
EUR 1,186 thousand) lower, mainly as a result of foreign exchange gains/losses on the translation of
US Dollar-denominated cash equivalents, trade receivables, debt securities classified as available-for-
sale, and offset by trade payables. Profit is more sensitive to movement in Euro/US Dollar exchange
rates in 2007 than it has in 2006 because of the increased amount of US-Dollar debt securities and
trade receivables.
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At December 31, 2007, if the British Pound had weakened by 10 % against the Euro with all

other variables held constant, post-tax profit for the year would have been EUR 17 thousand

(2006: EUR 21 thousand) lower, mainly as a result of foreign exchange gains/losses on the translation
of British Pound-denominated cash equivalents and offset by trade payables.

Price risk

The Company is exposed to debt securities price risk because of investments held by the Company and
classified on the consolidated balance sheet as available-for-sale, which depends on factors like interest
rate changes, credit spreads, market liquidity and general economic conditions. The Company is not
exposed to commodity price risk.

At December 31, 2007, the calculated impact on prices on debt securities of a 1 % shift would be an
increase or decrease of EUR 1,265 thousand in Equity (2006: EUR 744 thousand).

Cash flow and fair value interest rate risk
The Company is exposed to cash flow interest rate risk from its investments in interest-bearing
non-derivative assets and borrowings subject to variable interest rates.

The Company’s interest rate risk arises mainly from investments in debt securities, either directly or
through mutual funds. Debt securities issued at variable rates expose the Company to cash flow interest
rate risk. Debt securities issued at fixed rates expose the Company to fair value interest rate risk.

The Company’s policy is to maintain the major part of its investments in variable rate instruments.

The Company’s interest rate risk resulting from borrowings is low because the Company has no substan-
tial outstanding borrowings. During 2007 and 2006, the Company’s investments at variable rate were
mainly denominated in Euros; minor variable rate investments were denominated in US Dollars and
British Pounds. Borrowings at variable rate were denominated in Euros.

The Company analyses its interest rate exposure on a dynamic basis. Based on this analysis, the
Company calculated the impact on profit and loss of a defined interest rate shift. The same interest
rate shift was used for all currencies. The calculation only includes investments in available-for-sale
securities that represent major interest-bearing positions. As of the balance sheet date, the calculated
impact on annual post-tax profit of a 0.25 % shift would be an increase or decrease of EUR 424 thou-
sand (2006: EUR 184 thousand).
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The Company has policies in place to limit the potential impact on income and operating cash flows
arising from changes in interest rates. As of December 31, 2007, available-for-sale financial assets
comprise government bonds, floating rate notes, and mutual funds, which mainly invest in short-term
deposits, short-term debt securities, asset-backed securities, and other money market instruments.

b) Credit risk

The Company is exposed to concentrations of credit risk. The Company holds bank accounts, cash
balances, and securities at quality financial institutions with high credit ratings. For banks and financial
institutions, only independently rated parties with a minimum rating of AA- or Aa3 or equivalent are
accepted. To monitor the credit quality of its counterparts, the Company relies on credit ratings as
published by specialized rating agencies such as Standard & Poor’s, Moody’s, and Fitch. The Company
has policies that limit the amount of credit exposure to any single financial institution. The Company

is also exposed to credit risk from its trade debtors, as its collaborations and licensing income arose from
a small number of transactions. The Company has policies in place to enter into such transactions only
with highly reputable, financially sound counterparts. If customers are independently rated, these
ratings are used. Otherwise, in the case that there is no independent rating, risk management assesses
the credit quality of the customer, taking into account its financial position, past experience, and other
factors. Individual risk limits are set based on internal or external ratings in accordance with limits set
by the board. The credit quality of financial assets is described in note 16.

¢) Liquidity risk

The Company’s limited amount of financial liabilities only implies limited liquidity risk resulting
from the maturity of such liabilities. However, substantial liquidity risk results from the fact that the
Company’s operating cash flow is subject to fluctuations during accounting periods because its stream
of revenue mainly depends on a limited number of payment events resulting from collaboration and li-
censing arrangements, while product development activities lead to substantial ongoing expenditures.
Prudent liquidity risk management therefore implies maintaining sufficient cash and marketable
securities in order to satisfy ongoing operating requirements and the ability to close out market
positions. Extraordinary conditions on the financial markets may, however, temporarily restrict the
possibility to liquidate certain financial assets.

The table below analyses the Company’s financial liabilities into relevant maturity groupings based
on the remaining period from the balance sheet date to the contractual maturity date. The amounts
disclosed in the table are the contractual undiscounted cash flows.
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At December 31, 2007

Less than 1 year

Between 1 and 2 years

Between 2 and 5 years

Over 5 years

Borrowings 698 0 1,459 0
Trade and other payables 13,731 0 0 0
14,429 0 1,459 0

At December 31, 2006

Less than 1 year

Between 1 and 2 years

Between 2 and 5 years

Over 5 years

Borrowings 998 698 1,459 0
Trade and other payables 10,363 0 0 0
11,361 698 1,459 0

To manage liquidity risk, the Company holds sufficient cash balances and generally invests in securities
that can be promptly converted into cash. In addition, the Company diversifies its investments in debt
securities across different classes of issuers and debt instruments, such as government bonds, floating
rate notes, and mutual money market funds.

3.2. Accounting for derivative financial instruments and hedging activities
The Company has no derivative financial instruments and does not engage in any hedging activities.

3.3. Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as
a going concern in order to provide benefits for shareholders and for other stakeholders and to maintain
an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Company may issue new shares or sell assets to
reduce debt.

Consistent with its stage of development as a Biotech Company without stable cash flows from
product sales, the Company principally relies on equity financing. All of the Company’s borrowings are
guaranteed by Austrian governmental organizations and are minor as compared to equity financing.

3.4. Fair value estimation
The fair value of financial instruments traded on active markets (such as available-for-sale securities) is
based on market prices or dealer quotes at the balance sheet date.

The fair value of financial instruments that are not traded on an active market is determined by using
valuation techniques. The Company uses a variety of methods and makes assumptions that are based on
market conditions existing upon each balance sheet date, such as estimated discounted cash flows and
market prices or dealer quotes for similar instruments.
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The carrying value less impairment provision of trade receivables and payables are assumed to approxi-
mate their fair values due to the relatively short maturity of the respective instruments. The fair value
of investment funds held as available-for-sale financial assets is based on current bid rates offered by the
investment fund manager based on the current market price of the fund’s assets on the balance sheet
date. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that is available to the Company for similar
financial instruments.

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.

4.1. Critical accounting estimates and assumptions
The Management makes estimates and assumptions concerning the future. The resulting accounting
estimates may, by definition, seldom equal the related actual results.

Share-based payments

The fair value of share options granted to the Company’s management and its employees is determined
by using valuation techniques. As there had been no public market for the Company’s equity securities
until February 2005, Management’s judgment as to the fair value was required and a number of
estimates in applying such valuation techniques for the accounting periods before this date, which

are described in more detail in note 22, had to be made.

4.2. Critical judgments in applying the entity’s accounting policies

Revenue recognition

The Company principally generates revenues from collaboration and license agreements for its product
candidates and proprietary technologies. Such agreements usually provide for multiple performance
obligations and multiple fee components. Management’s judgment is required to determine whether
such different elements of an agreement are, from the partner’s perspective, viewed as one transaction or
as separately identifiable components, and, where revenue recognition criteria are applied separately to
multiple components of an agreement, to determine the fair value of each component of an arrangement.
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5. EXPENSES BY NATURE

Research and development expenses and general, selling, and administrative expenses include
the following items by nature of cost:

EUR in thousands Year ended December 31,
2007 2006
Employee benefit expense (note 6) 21,485 14,906
Consulting & other purchased services 18,419 17,515
Raw materials and consumables used 5,831 2,415
Building and energy costs 2,874 2,186
Travel and transportation costs 1,656 1,223
Depreciation and amortization (Notes 12 and 13) 1,735 1,025
Supply, office, and IT costs 869 635
License fees 1,367 904
Advertising costs 174 239
Other expenses 308 414
Total research and development expenses and general,
selling, and administrative expenses 54,718 41,462

Operating leasing expenses incurred by the Company amounted to EUR 1,182 thousand (2006:
EUR 940 thousand) and are included in building and energy costs and, as far as employee habitation
is concerned, in employee benefit expense.

6. EMPLOYEE BENEFIT EXPENSE

Employee benefit expenses include the following:

EUR in thousands Year ended December 31,
2007 2006
Salaries 13,972 9,224
Social security contributions 4,393 2,760
Training and education 605 366
Share options granted to management and employees 2,033 2,196
Other employee benefits 482 360
21,485 14,906

During the year 2007, an average of 226 white-collar workers and 3 blue-collar workers were employed
(2006: 165 white-collar and 4 blue-collar workers).
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7. OTHER INCOME/(EXPENSES), NET

Other income, net of other expenses, includes the following:

EUR in thousands Year ended December 31,
2007 2006
Foreign exchange gain/(loss) (2,376) (169)
Taxes, duties, fees, charges, other than income tax (177) (187)
R&D tax credit 5,380 1,650
Miscellaneous income/(expenses), net 209 133
3,036 1,427

R&D tax credit is an Austrian tax premium of 8 % on research and development expenses, which is
credited to a company’s tax account and may be paid out in cash.

8. INCOME FROM TRANSACTIONS WITH ASSOCIATES

In 2006, income from transactions with associates included income from the sale of research and development
assets related to out-licensed product candidates and income from services provided to associates.

9. FINANCE INCOME/(EXPENSES)

EUR in thousands Year ended December 31,
2007 2006
Interest income
- Interest income from bank deposits 2,420 603
- Interest income on available-for-sale financial assets 1,341 679
- Realized gains from the sale of available-for-sale financial assets 273 187
4,035 1,469
Interest expense
- Interest expense to banks and government agencies 95) (128)
- Interest expense to silent partners (940) 0
(1,035) (128)
Net finance costs 3,000 1,341

The company benefits from government assistance through arranging borrowing facilities that would
have otherwise not been available to the Company. This assistance includes guarantees for the amount
outstanding and interest subsidies. Interest expense is presented net of such interest subsidies.
Interest subsidies amounted to EUR 4 thousand in 2007 (2006: EUR 19 thousand).
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If interest subsidies are paid out in advance, such payments are recorded as deferred income and
recognized as a reduction of interest expense in the period when interest on the underlying loan is due.

10. INCOME TAXES

10.1. Income tax (expense)/income
Income tax (expense)/income comprises current and deferred tax.

EUR in thousands Year ended December 31,

2007 2006

Current tax (57) (409)
Deferred tax 399 ©)
342 (415)

The individual entities’ reconciliations — prepared on the basis of the tax rates applicable in each country

and while taking consolidation procedures into account — have been summarized in the reconciliation below.

The estimated tax charge is reconciled to the effective tax charge disclosed.

The tax on the Company’s profit before tax differs from the theoretical amount that would arise using the

weighted average tax rate applicable to profits of the consolidated companies as follows:

EUR in thousands Year ended December 31,
2007 2006
Profit/(Loss) before tax 4,667 (15,728)
Tax calculated at domestic tax rates
applicable to profits in the respective countries (1,185) 3,905
Income not subject to tax 2,524 1,448
Expenses not deductible for tax purposes (687) (465)
Tax benefit forgone due to loss attribution to silent partners (67) 0
Deferred tax asset not recognized 0 (4,842)
Utilization of previously unrecognized tax losses 15 0
Tax losses on which no deferred income tax asset was recognized (112) (58)
Exchange differences 92) 1
Income tax from previous years (22) 0
Minimum corporate income tax (7) (4)
Withholding tax (25) (400)
Tax (expense)/income 342 (415)
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10.2. Deferred tax asset
Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred taxes relate to the same fiscal authority.

The offset amounts are as follows:

EUR in thousands Year ended December 31,
2007 2006

Deferred tax assets:

- Deferred tax asset to be recovered after more than 12 months 1,500 59
- Deferred tax asset to be recovered within 12 months 22 1,000
1,522 1,059

Deferred tax liabilities:

- Deferred tax liability to be recovered after more than 12 months (5,010) (776)
- Deferred tax liability to be recovered within 12 months (6) 0
(5,016) (776)
(3,495) 283

The gross movement on the deferred income tax account is as follows:

EUR in thousands 2007 2006
Beginning of year 283 283
Exchange differences (45) (©6)
Acquisition of subsidiary (4,304) 0
Income statement charge 399 6
Tax charged directly to equity 172 0
End of year (3,495) 283
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The deferred tax assets and liabilities are allocable to the various balance sheet items as follows:

At December 31,

EUR in thousands 2007 2006
Deferred tax asset from
Tax losses carried forward 1,287 1,000
Stock compensation 213 0
Valuation of associates 376 88
Available-for sale financial assets 126 0
Other items 22 59
Total deferred tax assets 2,024 1,147
Deferred tax liability from
Valuation of financial assets (457) (65)
Accelerated tax depreciation (750) (762)
Intangible assets (6) (14)
Fair value gains (4,304) 0
Other items (1) (23)
Total deferred tax liability (5,519) (864)
Deferred tax, net (3,495) 283
The deferred income tax charged to equity over the course of the year is as follows:
EUR in thousands 2007 2006
Fair value reserves in shareholder’s equity 4,304 0
Share options scheme 172 0
4,476 0

The tax losses of EUR 101,048 (2006: EUR 97,368) thousand that were carried forward are not recognized
as it is not probable that future taxable profits will be available against the unused tax losses.

The resulting deferred tax assets were only recognized for entities where sufficient evidence has been

provided that sufficient taxable profit will be available against which the unused tax losses can be utilized

in the foreseeable future.

There is no expiration date for tax losses carried forward.
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11. EARNINGS/LOSSES PER SHARE

11.1 Basic

Basic earnings/losses per share are calculated by dividing the profit attributable to equity holders of the
Company by the weighted average number of outstanding shares during the year, excluding shares pur-
chased by the Company and held as treasury shares (note 19).

Year ended December 31,

2007 2006
Net profit/(loss) attributable to equity holders of the Company (EUR in thousands) 5,009 (16,143)
Weighted average number of outstanding shares 40,997,154 36,091,023
Basic earnings/(losses) per share (EUR per share) 0.12 (0.45)

11.2. Diluted

Diluted earnings per share are calculated by adjusting the weighted average number of ordinary out-
standing shares to assume conversion of all dilutive potential ordinary shares. The Company has share
options as dilutive potential ordinary shares. For the share options, a calculation is done to determine
the number of shares that could have been acquired at fair value (determined as the average annual mar-
ket share price of the Company’s shares) based on the monetary value of the subscription rights attached
to outstanding share options. The number of shares calculated as above is compared with the number of
shares that would have been issued assuming the exercise of the share options.

In 2006, diluted losses per share equal basic losses per share as the conversion of all potentially dilutive
shares (outstanding share options, note 22) would result in a decrease in the loss per share and is there-
fore not to be treated as dilutive.

Year ended December 31, 2007

Profit/(loss) used to determine diluted earnings per share (EUR in thousands) 5,009
Weighted average number of outstanding shares 40,997,154
Adjustments for share options 1,715,985
Weighted average number of outstanding shares for diluted earnings per share 42,713,139
Diluted earnings per share (EUR per share) 0.12
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12. PROPERTY, PLANT AND EQUIPMENT

Buildings Manu-
and facturing Assets in

leasehold and Furniture, course of

improve- laboratory Computer fittings con-
EUR in thousands ments equipment Hardware and other struction Total
At January 1, 2006
Cost 2,986 5,531 542 394 1,484 10,937
Accumulated depreciation (844) (2,329 (401) (184) 0 (3,758)
Net book value 2,142 3,202 141 210 1,484 7,179
Year ended December 31, 2006
Opening net book value 2,142 3,202 141 210 1,484 7,179
Exchange rate differences 33 34 0 0 30 97
Additions 0 728 113 80 3,022 3,944
Disposals 0 0 (1) 0 0 (1)
Depreciation charge (208) (630) (84) (43) 0 (966)
Closing net book value 1,967 3,334 169 246 4,536 10,253
At December 31, 2006
Cost 3,024 6,294 652 474 4,536 14,980
Accumulated depreciation (1,057) (2,960) (483) (227) 0 (4,727)
Net book value 1,967 3,334 169 246 4,536 10,253
Year ended December 31, 2007
Opening net book value 1,967 3,334 169 246 4,536 10,253
Exchange rate differences (110) (78) 62 33 99) (192)
Acquisition of subsidiary (note 31) 0 60 49 32 0 141
Additions 304 1,882 358 32 813 3,389
Reclassification 4,423 0 0 0 (4,423) 0
Disposals 0 0 2 (1) 0 (3)
Depreciation charge (525) (888) (160) (60) 0 (1,634)
Closing net book value 6,058 4,310 476 283 829 11,956
At December 31, 2007
Cost 7,594 8,081 1,042 573 829 18,119
Accumulated depreciation (1,536) (3,771) (566) (290) 0 6,163
Net book value 6,058 4,310 476 283 829 11,956

Additions to property, plant and equipment and intangible assets resulted principally from investments in

laboratory and manufacturing equipment and from the acquisition of a subsidiary, Pelias Biomedizinische
Entwicklungs AG (“Pelias”, see note 31).
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Depreciation and amortization expenses of EUR 1,572 thousand (2006: EUR 949 thousand) were charged to
research and development expenses and EUR 164 thousand (2006: EUR 76 thousand) to general, selling,
and administrative expenses.

Property leases amounting to EUR 1,182 (2006: EUR 941) are included in the income statement.

13. INTANGIBLE ASSETS

Production Acquired
EUR in thousands Software technology R&D Total
At Jannuary 1, 2006
Cost 133 115 - 248
Accumulated depreciation (94) (46) - (140)
Net book value 39 69 - 108
Year ended December 31, 2006
Opening net book value 39 69 - 108
Exchange rate differences 0 1 - 1
Additions 108 0 - 108
Amortization charge (36) (23) - 59
Closing net book value 111 47 - 157
At December 31, 2006
Cost 241 117 - 358
Accumulated depreciation (130) (70) - (200)
Net book value 111 47 - 157
Year ended December 31, 2007
Opening net book value 111 47 0 157
Exchange rate differences (14) (4) 0 (18)
Addition of subsidiary (note 31) 11 0 18,924 18,935
Additions 282 0 0 282
Amortization charge (79) 21) 0 (100)
Closing net book value 311 21 18,924 19,256
At December 31, 2007
Cost 523 64 18,924 19,511
Accumulated depreciation (212) (43) 0 (255)
Net book value 311 21 18,924 19,256

Assets acquired through the acquisition of Pelias include an in process research and development
project for a vaccine against Pseudomonas infections. This project has been re-valued and capitalized
as an intangible asset at its fair value on the date of acquisition of EUR 18,924 thousand.
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14. INVESTMENTS IN ASSOCIATES
The Company held interests in the following associates, over which it exercised a significant influence
and which were accounted for in the Company’s consolidated financial statements using the equity method

of accounting:

At December 31,
Country 2007 2006

Pelias Biomedizinische Entwicklungs AG* Austria 100.0 %, merged 46.0 %
*associate until December 31, 2006

The following table shows the development of the book value of investments in associates:

EUR in thousands 2007 2006
Beginning of the year 513 0
Acquisition of subsidiaries (note 31) (513) 0
Additional paid-in capital 0 950
Obligation to make additional contribution 0 1,000
Share of loss* 0 (1,437)
End of the year 0 513

* The share of loss charged to the income statement is limited to the book value of the investment.
Investments in associates at December 31, 2007 do not include any goodwill.

On January 2, 2007, the Company acquired essentially all of the shares outstanding of Pelias that it did not
already own. Pelias has been fully consolidated from the date of acquisition onward. For details see note 31.

Summarized financial information prepared in accordance with IFRS for Pelias Biomedizinische
Entwicklungs AG (“Pelias”), the Company’s only associate in 2000, is as follows:

EUR in thousands Year ended December 31, 2006

—unaudited —
Revenues 1,378
Net loss 2,428
EUR in thousands At December 31, 2006

—unaudited —
Assets 4,107
Liabilities 2,991
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15. FINANCIAL INSTRUMENTS BY CATEGORY

December 31, 2007

EUR in thousands Loans and receivables Available for sale Total
Assets as per balance sheet
Available-for-sale financial assets - 126,528 126,528
Trade and other receivables 9,799 - 9,799
Cash and cash equivalents 161,043 - 161,043
Total 170,842 126,528 297,370
Other financial liabilities Total
Liabilities as per balance sheet
Borrowings 2,157 2,157
Total 2,157 2,157
December 31, 2006
EUR in thousands Loans and receivables Available for sale Total
Assets as per balance sheet
Available-for-sale financial assets - 65,523 65,523
Trade and other receivables 5,413 - 5,413
Cash and cash equivalents 28,898 - 28,898
Restricted cash 190 - 190
Total 34,501 65,523 100,024
Other financial liabilities Total
Liabilities as per balance sheet
Borrowings 3,155 3,155
Total 3,155 3,155
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16. CREDIT QUALITY OF FINANCIAL ASSETS
The credit quality of financial assets that are neither past due nor impaired can be assessed by reference
to external credit ratings (if available) or to historical information about counterparty default rates:

EUR in thousands 2007 2006

Trade receivables and other financial assets

Receivables from governmental institutions (tax and other) 4,967 3,687
AA 3,037 0
A 486 34
Counterparties without external credit rating 1,308 1,692

9,799 5,413

Cash at bank and short-term bank deposits

AA 28,066 1,512
A 132,462 27,407
Counterparties without external credit rating or rating below A 258 163

160,786 29,082

Available-for-sale debt securities

AAA 64,987 14,059
AA 30,279 13,090
A 19,674 24,820
Counterparties without external credit rating or rating below A 11,588 13,554

126,528 65,523

The rest of the balance sheet item ‘cash and cash equivalents’ is cash on hand.

The rating information refers to long term credit rating as published by Standard & Poor’s.
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17. AVAILABLE-FOR-SALE FINANCIAL ASSETS
The following table shows the development of the book value of the Company’s available-for-sale
financial assets:

EUR in thousands 2007 2006
Beginning of the year 65,523 44,894
Additions 80,178 36,398
Disposals (15,948) (16,145)
Net gains/(losses) transfer to equity (2,321) 376
Foreign exchange losses (906) 0
End of the year 126,528 65,523

Available-for-sale financial assets include government bonds, floating rate notes, money market

investment funds and asset backed security funds. One of the funds held by the Company, with its principal
investments in Euro-denominated asset backed securities and recorded at a value at balance sheet date of
EUR 9,492 thousand, has been temporarily suspended from trading as a consequence of the liquidity crisis
on the asset backed securities markets. Management’s best estimate of fair value as of balance sheet date

is based on the net asset value provided by the investment trust.

In addition, a 10.4 % interest in Biovertis — Information Driven Drug Design AG (“Biovertis”), which
has been previously impaired to zero, is included in available-for-sale financial assets. Biovertis has been
accounted for as an associate until 2005. In January 2008, subsequent to the balance sheet date, all shares
of Biovertis have been disposed of.

The amount of fair value revaluation surplus that had originally been booked to equity and was subsequent-
ly recognized in profit or loss on sale of available-for-sale financial assets for the year 2007 was EUR 76

thousand (2006: EUR 205 thousand).

Available-for-sale financial assets are denominated in the following currencies:

EUR in thousands 2007 2006
Euro 117,594 65,523
US Dollar 8,934 0
End of the year 126,528 65,523

The maximum exposure to credit risk at the reporting date is the fair value of the debt securities classified as
available-for-sale.
None of the financial assets, with the exception of the participation in Biovertis, is either past due or impaired.
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18. TRADE RECEIVABLES AND OTHER ASSETS
Trade receivables and other assets include the following:

EUR in thousands

At December 31,

2007 2006
Trade receivables 2,842 122
Less: provision for impairment of receivables 0 0
Trade receivables, net 2,842 122
Prepaid expenses 254 176
Receivables from associates 0 810
Other receivables 6,459 4,304
Loans to related parties (note 32) 243 233

9,799 5,645
Less non-current portion 0 (233)
Current portion 9,799 5,413
All other non-current assets are due within five years of the balance sheet date.
The fair values of trade and other receivables are as follows:
EUR in thousands At December 31,

2007 2006
Trade receivables 2,842 122
Prepaid expenses 254 176
Accounts receivable from associates 0 810
Other receivables 6,459 4,304
Loans to related parties 243 233

9,799 5,645

Loans to related parties are non-interest bearing (note 32.5).

19. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash-at-bank and in-hand, as well as short-term bank deposits with a

maturity of less than 3 months.

20. RESTRICTED CASH

In 2006, restricted cash represented cash received as an advance payment under a grant contract with

the European Commission that was awarded to a consortium of biotechnology companies and academic

institutions coordinated by the Company. As coordinator, the Company receives advance payments and is

obligated to pass them on to other members of the consortium when certain conditions, set out in a

consortium agreement, are fulfilled. The related liability is included in other payables (note 25).
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21. SHARE CAPITAL

EUR in thousands (except numbers of shares) Capital
paid in Capital Treasury shares Total
Number of by share- from  Number of Book share
shares holders ESOP* shares value capital
Balance at January 1, 2006 33,676,232 136,283 5,319 518,389 (503) 141,099
Employee share option plan:
- value of employee services - - 1,646 - - 1,646
- proceeds from shares issued 1,118,830 1,521 - - - 1,521
- Treasury stock re-issued - - - (12,500) 12 12
Issuance of common stock,

July 2006 4,736,835 59,123 - - - 59,123
Cost of equity transactions - (3,135) - - - (3,135)
Balance at December 31, 2006 39,531,897 193,792 6,965 505,889 (491) 200,266
Balance at January 1, 2007 39,531,897 193,792 6,965 505,889 (491) 200,266
Employee share option plan:

- value of employee services - - 2,033 - - 2,033
- proceeds from shares issued 839,995 2,637 - - - 2,637
- Treasury stock re-issued - 116 - (120,000) 116 232
Issuance of common stock, January 2007 349,815 6,034 - - - 6,034
Issuance of common stock, September 2007 4,800,000 150,000 - - - 150,000
Other shareholder contributions

(conversion of silent partnership interests) - 4,339 - - - 4,339
Cost of equity transactions - (1,934) - - - (1,934)
Balance at December 31, 2007 45,521,707 354,984 8,998 385,889 (375) 363,607

*Employee share option plan

At December 31, 2007, the Company had issued 45,521,707 common shares, which were fully paid in.
The shares issued have no par value. Each share of the Company has one equal vote and equal dividend
rights. The Company’s total number of outstanding shares as of December 31, 2007 - excluding 385,889
shares held as treasury stock - was 45,135,818.

Since February 28, 2005, the Company’s shares are listed on the Official Market (Amtlicher Handel) and
traded in the Prime Market Segment of the Vienna Stock Exchange.

Conditional and authorized capiral
The Company has 2,256,475 shares of conditional capital to service the exercise of existing stock options
(note 22).
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In addition, the management board is authorized, subject to approval by the Supervisory Board, to
increase the registered share capital of the Company until June 15, 2012 by issuing up to 5,200,000
new shares of common stock. Until June 15, 2012, the Management Board is further authorized,
subject to the approval of the Supervisory Board, to use 15,000,000 shares of conditional capital for
the future issuance of convertible bonds and to determine the terms of such bond issuance.

Increases of share capital

In September of 2007, the Company issued 4.8 million new shares to its strategic partner Novartis
Pharma AG (see note 29) at an issue price of EUR 31.25 per share. The subscription rights of existing
shareholders were excluded. Gross proceeds from this issuance of shares were EUR 150.0 million,

and net proceeds, after deducting EUR 1.7 million in capital tax and offering expenses, were

EUR 148.3 million.

In July of 2007, the Company issued 839,995 new shares and re-issued 120,000 existing shares
of treasury stock in connection with the exercise of share options, resulting in net proceeds of
EUR 2.8 million.

In January of 2007, the Company issued 349,815 new shares with a market value of EUR 6.0 million
as consideration for the acquisition of 32,692 shares in Pelias (see note 31).

Conversion of silent partnership interests

In December of 2007, the Company entered into an agreement by which a financial liability in the form
of a “silent partnership” of its 100-percent subsidiary Pelias Biotechnologies GmbH was converted into
existing shares of the Company. A “silent partnership” under Austrian law is an unincorporated legal form
in which a natural or legal person, the silent partner, makes a contribution to a commercial enterprise
without being personally liable for the debts incurred by the enterprise. Upon acquisition of Pelias in
January of 2007, (note 31) the liability resulting from the silent partnership agreement was recorded at
amortized cost. Amortization was charged until the silent partnership agreement was terminated and
converted into existing shares of common stock of the Company in December of 2007. The conversion
transaction was accounted for as a direct increase in shareholders’ equity, equivalent to the fair value of
the financial liability at the conversion date, net of direct transaction costs.
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Treasury stock

In previous accounting periods, the Company had acquired a certain number of its own shares.
The amount paid to acquire these shares was recorded at cost and deducted from equity.

The corresponding amount deducted from equity was EUR 375 thousand in the aggregate as of
December 31, 2007 and EUR 491 thousand as of December 31, 2006.

In 2007 and 2006, the Company sold 120,000 and 12,500 of its treasury shares, respectively, to
members of the Management Board and the Supervisory Board upon the exercise of share options.

22. SHARE OPTIONS

Share options are granted to members of the Management Board, Supervisory Board, and employees.

In general, options are exercisable for the first time in four equal portions after the Annual General
Shareholders’ Meeting in the second, third, fourth and fifth year after being granted (the vesting period).
Special option packages are offered to members of the Management Board and to key employees upon being
hired or as a special incentive vest after three years. Options granted from 2006 onwards only become
exercisable if the share price on the exercise date exceeds the exercise price by at least 15 %. All options
expire no later than five years after being granted. Options are not transferable or negotiable and unvested
options lapse without compensation upon termination of employment with the Company (cancellation).

Movements in the number of share options outstanding and their related weighted average exercise prices
are as follows:

2007 2006
Average Average
exercise exercise
number of  price in EUR number of  price in EUR
options per share options per share
Outstanding at January 1 2,637,795 7.98 3,105,300 3.43
Granted 826,500 26.02 813,000 16.17
Forfeited (151,775) 5.82 (149,175) 4.68
Exercised (959,995) 2.99 (1,131,330) 1.86
Outstanding at year end 2,352,525 16.49 2,637,795 7.98
Exercisable at year end 7,075 7.75 531,145 1.87
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Options exercised in 2007 resulted in 839,995 shares being issued (2006: 1,118,830 shares) at a price

of between EUR 1.85 and EUR 8.50 per share. In addition, 120,000 shares of treasury stock (recorded at
an average historical price of EUR 0.97 per share) were sold at between EUR 1.85 and EUR 5.50 per share
in 2007 for servicing the exercise of stock options. The weighted average value per share at the time of
option exercise was EUR 28.15 in 2007 (2006: EUR 12.36).

Share options outstanding at the end of the period have the following expiry dates and exercise prices:

Exercise price Number of Options at December 31,

Expiry date in EUR per share 2007 2006
June 2007 1.85 - 99,300
June 2008 1.85 80,550 607,720
June 2009 2.10 178,025 442,775
June 2010 5.50 7,500 10,000
June 2010 8.50 487,250 685,000
June 2011 10.72 70,000 70,000
June 2011 16.85 702,700 723,000
June 2012 23.95 60,000 -
June 2012 26.18 766,500 -
2,352,525 2,637,795

The weighted-average grant-date fair value of options granted during the year 2007 was EUR 7.93
(2006: EUR 4.70). The fair value of the granted options was determined using the Black Scholes
valuation model. The significant inputs into the models were:

2007 2006
Expected volatility 32.59 -39.07 32.98 — 39.47
Expected vesting period (term in years) 1.50 — 4.50 1.50 — 4.50
Risk-free interest rate (%) 4.06 — 4.58 3.57 - 3.90

In 2007, 826,500 share options were granted to members of the Management Board, Supervisory Board,
and employees at an exercise price of EUR 23.95 and 26.18 per share (expiry date: June 2012).
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23. OTHER RESERVES

EUR in thousands Revaluation
Available-for-sale Currency from business
investments translation combinations Total
Balance at January 1, 2006 292 (29) - 263
Fair value gains from available-for-sale financial assets 376 0 - 376
Currency translation differences 0 29 - 29
Balance at December 31, 2006 668 0 - 668
Balance at January 1, 2007 668 0 - 668
Revaluation from business combinations 0 0 5,974 5,974
Fair value losses from available-for-sale financial assets (2,321) 0 0 (2,321)
Currency translation differences 0 (120) 0 (120)
Balance at December 31, 2007 (1,653) (120) 5,974 4,202

24. POST-EMPLOYMENT BENEFIT OBLIGATIONS

As required under Austrian labor law, the Company makes contributions to a multi-employer, defined
contribution plan (Mitarbeitervorsorgekasse). Monthly contributions to this plan are recognized in the
period incurred. Monthly contributions to the scheme amount to 1.53 % of the salary of each respective
employee. In the years ended December 31, 2007 and 2006, contribution costs amounted to

EUR 173 thousand and EUR 101 thousand, respectively.

25. TRADE AND OTHER PAYABLES
Trade and other payables include the following:

EUR in thousands At December 31,
2007 2006
Trade payables 5,022 3,899
Accrued expenses 7,425 4,330
Social security and other tax payables 791 478
Other payables 494 1,657
13,732 10,363
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26. DEFERRED INCOME

Deferred income includes payments received under collaboration and licensing agreements, as well as

grant contracts attributable to future accounting periods.

27. BORROWINGS
Borrowings of the Company at year end include the following:

EUR in thousands

At December 31,

2007 2006
Loans due to commercial banks guaranteed by FFG
(Forschungs-Forderungs-Gesellschaft mbH) 285 585
Loans due to a commercial bank guaranteed by aws
(Austria Wirtschaftsservice Gesellschaft mbH) 698 1,395
Loan due to aws
(Austria Wirtschaftsservice Gesellschaft mbH) 1,174 1,174
Total borrowings 2,157 3,155
Less: current portion of long term debt (698) 998)
Total non current borrowings 1,459 2,157
The maturity of non-current borrowings is as follows:
EUR in thousands At December 31,
2007 2006
Between 1 and 2 years 0 698
Between 2 and 3 years 1,174 0
Between 3 and 4 years 285 1,174
Between 4 and 5 years 0 285
Over 5 years 0 0
1,459 2,157
The effective interest rates on the balance sheet date were as follows:
EUR in thousands At December 31,
2007 2006

Loans due to commercial banks guaranteed by FFG
(Forschungs-Forderungs-Gesellschaft mbH)

1.96% - 2.00%

Loans due to a commercial bank guaranteed by aws 2.95 % and
(Austria Wirtschaftsservice Gesellschaft bmH) 3 M EURIBOR + 0.5 %
Loan due to aws (Austria Wirtschaftsservice Gesellschaft mbH) 4.00 %

1.96% - 2.00%

2.95 % and
3 M EURIBOR + 0.5 %
4.00 %
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All of the Company’s outstanding loans are guaranteed by Austrian governmental organizations.

All borrowings are denominated in Euros.

The following table presents the fair value of guaranteed borrowings without taking the interest subsidy

into consideration, based on an estimated arms’ length interest rate of 4.78% at year end 2007

(2006: 4.25 %):

EUR in thousands Carrying amounts Fair values
at December 31, at December 31,
2007 2006 2007 2006
Loans due to commercial banks
guaranteed by FFG (Forschungs-
Forderungs-Gesellschaft mbH) 285 585 257 561
Loans due to a commercial bank
guaranteed by aws (Austria Wirtschafts-
service Gesellschaft mbH) 698 1,395 669 1,396
Loan due to aws (Austria Wirtschafts-
service Gesellschaft mbH) 1,174 1,174 1,193 1,210
2,157 3,154 2,119 3,167

28. CASH USED IN OPERATIONS

The following table shows the adjustments to reconcile net loss to net cash used in operations:

EUR in thousands

Year ended December 31,

note 2007 2006
Profit/(Loss) for the period 5,009 (16,143)
Adjustments for
- Depreciation and amortization 12/13 1,732 1,023
- Share-based compensation 22 3,101 1,646
- Tax 10 (345) 415
- Loss from disposal of property, plant and equipment below 3 1
- Other non-cash expenses (191) 561
- Profit on disposal of available-for-sale financial assets 15 (274) (187)
- Interest income 9 (4,229) (679)
- Interest expense 9 1,035 128
- Share of loss of associates 8 - 1,437
- Changes in other long-term assets 232 247
Changes in working capital (excluding the effects of acquisition

and exchange rate differences on consolidation):

- Trade and other receivables (5,224) 562
- Restricted cash 190 176
- Trade and other payables 40,794 3,420
Cash used in operations 41,833 (7,393)

Intercell . ANNUAL REPORT . MMVII.



96

I'VI NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The following table shows the adjustments to reconcile net loss from the disposal of property, plant and
equipment to proceeds from the disposal of property, plant and equipment:

Note 2007 2006
Net book value 3 1
Loss on disposal of property, plant and equipment 12 3) (1)

Proceeds from disposal of property, plant and equipment

29. COLLABORATION AND LICENSE AGREEMENTS

The Company has entered into various agreements with industrial partners and agencies under which it
receives or grants certain rights on vaccine technologies, product candidates, and intellectual property.
The terms of these agreements include milestone payments, which are contingent on the achievement of
certain developmental milestones by the party receiving such rights as well as royalty payments, which
are contingent on the sales of products derived through use of such rights.

29.1 In-license agreements

In June of 1998, the Company entered into an agreement with Boehringer Ingelheim International GmbH
(BII). Pursuant to this agreement, the Company obtained the right to use the TransVax technology in the
research and development of its products for laboratory, pharmaceutical, and diagnostic use. In April of
2003, the parties signed a license agreement giving the Company commercialization rights for products
based on the TransVax technology for a broad range of disease areas. In return, the Company has granted
BII royalties on future net product sales. The TransVax technology is relevant for the Company’s
therapeutic Hepatitis C vaccine.

In April of 2003, the Company entered into a set of agreements with VaccGen International, LLC
(“VaccGen”) for acquiring a vaccine project targeting Japanese Encephalitis virus infections. Under the
terms of these agreements, the Company has obtained an exclusive license and certain documents and
materials, which as a whole will allow it to further develop the product and to market it after successful
completion of the development process and after regulatory approval. VaccGen will in turn receive
milestone payments and royalty payments on product sales. Expected future funding commitments for
milestone payments under this agreement are USD 3,200 thousand (2006: USD 4,700 thousand).

In September of 2003, the Company obtained a worldwide exclusive license from the National Institutes

of Health (NIH) and the Centers for Disease Control and Prevention (CDC), agencies within the US Depart-
ment of Health and Human Services, for certain intellectual property rights relevant for the Company’s
therapeutic vaccine to treat Hepatitis C. The Company is subject to annual license and milestone payments.
In addition, royalties on net sales will be payable by the Company upon commercialization.
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In November of 2004, the Company obtained a worldwide non-exclusive license from Aventis Pasteur S.A.
(now Sanofi Pasteur S.A.) for certain intellectual property rights related to the Company’s Japanese En-
cephalitis vaccine. The Company is not required to pay any milestone payments in connection with this
license, but the Company will be required to pay royalties on net sales of the vaccine upon its commercial-
ization.

Through the acquisition of Pelias Biomedizinische Entwicklings AG, the Company became a party of an
exclusive license agreement with Novartis Vaccines and Diagnostics GmbH & Co KG, entered into in
November of 2005. Pursuant to this agreement, the Company gained access to an exclusive license on
certain intellectual property rights with respect to a vaccine candidate for the prevention of Psexdomonas
aeruginosa infections. The Company is subject to milestone payments and royalties on future net sales

upon commercialization.

In June of 2007, the Company obtained a worldwide exclusive license from the Centers for Disease Control
and Prevention (CDC), an agency within the US Department of Health and Human Services, for certain
intellectual property rights relevant for the Company’s Streptococcus pneumoniae vaccine. The Company
is subject to annual minimum royalties, benchmark royalties, and royalties on net sales upon
commercialization.

Total license and milestone payments made in 2007 amounted to EUR 1,367 thousand, (2006: EUR 904
thousand), which have not been recognized as intangible assets due to the uncertainty as to whether such
assets will generate any future economic benefits for the company. Future royalty obligations that are
contingent upon future product sales are not quantifiable due to uncertainty over future product sales.

29.2 Out-license agreements

In December of 2003, the Company entered into a collaboration and licensing agreement with Aventis
Pasteur S.A. (now Sanofi Pasteur S.A.) under which it has identified relevant antigens for use in a bacterial
vaccine. In June of 2005, Sanofi exercised its option to acquire a worldwide exclusive license from the
Company with respect to the intellectual property rights in the specific field of this collaboration.

The Company is entitled to receive license fees, research and development funding, milestone payments,
and royalty payments on product sales.

In February of 2004, the Company entered into a commercial license agreement with the Statens Serum
Institut (SSI) for the development of a new prophylactic tuberculosis vaccine. The vaccine combines
recombinant tuberculosis antigens developed by SSI with the Company’s synthetic Immunizer IC31° as
an adjuvant. The Company has the right to receive a substantial share in the profits on future product

commercialization.
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In May of 2004, the Company signed a worldwide exclusive commercial license agreement with

Merck & Co., Inc. (“Merck”) allowing Merck to develop a bacterial vaccine against S. aureus infections
and granting Merck an option to develop antibody products. This option was exercised in May of 2006.
The Company will, upon successful completion of certain development milestones by Merck, receive
further license payments and has the right to royalty payments on future product sales.

In March of 2006, the Company entered into a collaboration agreement with Kirin Brewery Co Ltd. to
develop human monoclonal antibodies against severe infections caused by Streptococcus pneumoniae.
Over the term of the agreement, Intercell is entitled to receive license fees, milestone payments, and
significant royalties on future net sales of the product.

In September of 2006, the Company entered into an agreement with Wyeth Pharmaceuticals under which
it granted a worldwide non-exclusive license option to use Intercell’ s synthetic adjuvant IC31° in various
selected infectious disease vaccine programs. After exercise of the license option, Intercell is entitled to
receive option exercise and milestone payments as well as royalties on future product net sales.

In October of 2006, the Company entered into an agreement with Merck Sharp & Dohme Research Led.,

an affiliate of Merck & Co., Inc. (“Merck”) under which it granted a worldwide exclusive commercial license
to develop a prophylactic vaccine against Group A Streptococcus infections and a license option to develop
antibody products. In addition, the Company will perform certain research services in connection with the
development of the vaccine. The Company is entitled to receive milestone payments upon successful com-
pletion of certain development milestones by Merck as well as service fees and royalty payments on

future product sales.

In July of 2007, the Company entered into a major strategic partnership with Novartis Pharma AG,

an affiliate of Novartis AG (“Novartis”), to accelerate innovation in vaccines development in infectious
diseases. The terms of the agreement include the grant of an exclusive license by the Company for the use
of its adjuvant IC31? in influenza vaccines and meningitis vaccines. In addition, Novartis was granted
option rights for further licenses on IC31° and a broad range of un-partnered vaccine candidates on

fixed terms and conditions. In consideration, the Company receives upfront license and options fees of
EUR 120 million and is entitled to substantial further payments upon achievement of certain development
milestones as well as royalties on future product sales or to a share of the profits. In addition, Novartis
purchased 4.8 million new shares of the Company at an issue price of EUR 31.25 per share and now holds
15.9 percent of the Company’s share capital.
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29.3 Other collaborations

In December of 2006, the Company agreed to enter into a marketing and distribution partnership for

its Japanese Encephalitis vaccine in the United States, Europe, and certain other markets in Asia and Latin
America with Novartis Vaccines and Diagnostics, Inc., an affiliate of Novartis AG (“Novartis”). Under the
terms of this agreement, Intercell is responsible for the development and manufacturing of the vaccine
and will sell the vaccine to Novartis at a transfer price, which is based on the net sales of the vaccine less a
certain distribution margin. Novartis is responsible for the marketing and distribution of the vaccine at
its own cost. In addition, the Company is entitled to receive further milestone payments upon regulatory
approvals of the vaccine in the United States and the European Union.

In addition, the Company has entered into marketing and distribution alliances with CSL Ltd. for
Australia, New Zealand, Papua New Guinea, and certain Pacific islands, and with Biological E. Limited
for India, Pakistan, Nepal, and Bhutan.

The Company has also entered into a number of material transfer agreements with pharmaceutical and
biotechnology companies pursuant to which it makes its proprietary adjuvant technology available for
evaluation for the development of novel vaccines without granting any commercial rights.

30. COMMITMENTS AND CONTINGENCIES

a) Capital commitments
Capital expenditure contracted for at the balance sheet date but not yet incurred is as follows:

EUR in thousands At December 31,
2007 2006

Property, plant and equipment 200 0

b) Operating lease commitments
Future aggregate minimum lease commitments under non-cancelable operating leases are as follows:

EUR in thousands At December 31,
2007 2006
Not later than 1 year 1,848 695
Later than 1 year and not later than 5 years 7,201 5,328
Later than 5 years 9,443 10,510
18,492 16,533
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In addition, the Company leases parking space, employee living accommodations, cars, and equipment un-
der cancelable operating lease agreements. These leases have varying termination clauses.

c) Other contingencies

The Company has entered into contractual arrangements with members of the Management Board and
with key employees, entitling them to a one-off payment in certain cases of termination of their employ-
ment relationship with the company. Contingent liabilities under these contractual arrangements as of
December 31, 2007 amounted to EUR 1,089 thousand (on December 31, 2006: EUR 1,171 thousand).

For commitments and contingencies resulting from transactions with related parties see note 32.

31. BUSINESS COMBINATIONS

On January 2, 2007, the Company acquired essentially all of the outstanding shares of Pelias that it did
not already own in exchange for 349,815 new Intercell shares (see note 21). Pelias, together with its
subsidiaries, is engaged in research and development in the field of hospital infections.

Prior to the acquisition, the Company’s interest in Pelias was 46.0 percent and had been accounted
for using the equity method. Through the acquisition, Pelias became a fully owned subsidiary of the
Company and has been subsequently merged into Intercell AG.

From the date of acquisition, Pelias has been fully consolidated with its identifiable assets and liabilities,
which have been revalued to their fair values at the date of acquisition. The Company’s initial 46 percent
interest was also revalued directly into equity at the date of acquisition.

In the period from the date of acquisition to December 31, 2007, the acquired business contributed
revenue of EUR 1,320 thousand and a net loss of EUR 1,296 thousand to the Company. The contribution
would have been the same if the acquisition had occurred on January 1, 2007.
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Details of net assets acquired and of goodwill are as follows:

EUR in thousands

Purchase consideration

- Initially contributed capital at the time of formation 32
- Additional capital calls 3,450
- Fair value of shares issued as consideration at acquisition date 6,034
- Direct costs relating to the acquisition 36
Total purchase consideration 9,552
Increase in fair value of net assets already held, net of initially contributed capital and capital calls 2,492
Fair value of net assets acquired (12,044)
Goodwill 0

The fair value of the Intercell shares issued as a consideration for the acquisition of Pelias shares was
determined using the last stock exchange price before the date of acquisition.

The assets and liabilities arising from the acquisition are as follows:

Acquiree’s
EUR in thousands Fair value carrying amount
Cash and cash equivalents (including restricted cash) 2,917 2,917
Property, plant and equipment, and software 152 152
Trade and other receivables 1,031 1,031
In-process research and development projects 18,924 -
Deferred tax liabilities (4,304) -
Trade and other payables (2,792) (2,792)
Borrowings (silent partnership) (3,882) 0
Net assets acquired 12,044 1,308
Cash acquired through the acquisition, net of cash consideration paid, is as follows:
EUR in thousands
Cash consideration (35)
Cash and cash equivalents in subsidiary acquired 2,917
Cash inflow through acquisition 2,880

No acquisitions have been made in the year ended December 31, 2006.
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32. RELATED-PARTY TRANSACTIONS
The following transactions were carried out with related parties:

32.1 Sales of goods and services

EUR in thousands Year ended December 31,
2007 2006
Sales of goods and services to associates 0 951
0 951

In 2006, the Company received service fees of EUR 900 thousand from Pelias Biotechnologies GmbH,

an affiliate of Pelias Biomedizinische Entwicklungs AG (together “Pelias”) for research services performed
in the field of hospital-acquired bacterial infections. In addition, the company received fees for administra-
tive services and pass-through costs from Pelias, and was party to a licensing agreement with Pelias and

a shareholders’ agreement with Pelias and its other shareholders.

32.2 Key management compensation
The aggregate compensation of the members of the Company’s Management Board includes the following:

EUR in thousands Year ended December 31,
2007 2006
Salaries and other short-term employee benefits 2,752 2,005
Other long-term benefits 36 36
Share-based payments (stock compensation expense) 1,036 1,147
3,824 3,188

32.3 Supervisory board compensation
The aggregate compensation of the members of the Company’s Supervisory Board amounted to
EUR 203 thousand (2006: EUR 327 thousand).

32.4 Year-end balances arising from sales of goods/services

EUR in thousands At December 31,
2007 2006

Receivables from related parties:
- Associates 0 10
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32.5 Year-end balances from loans to related parties

EUR in thousands At December 31,
2007 2006
Fair value of loans to associates 0 800
Fair value of loans to Management 243 233
243 1,033
Less: current portion (243) (800)
Non-current portion 0 233

In 2001, the Company granted an interest-free loan of EUR 247 thousand to Alexander von Gabain, the
Company’s Chief Scientific Officer, which had an initial term of five years and was subsequently extended
until June of 2008. Another former key employee of the Company who also received a loan of EUR 247
thousand repaid his loan in full in March 2006. No provision has been required for loans to the Manage-
ment. In October 2006, the Company granted a short-term loan of EUR 800 thousand to Pelias.

32.6 Commitments and contingencies

In October 2006, the Company has entered into a bridge loan agreement with Biovertis
Information Driven Drug Design AG (“Biovertis”), under which it committed, subject to certain
terms and conditions, to provide a loan of EUR 500 thousand to Biovertis. The loan, if drawn, may
subsequently be redeemed or converted in shares of Biovertis’ preferred stock.

33. EVENTS AFTER THE BALANCE SHEET DATE

No material events have occurred after the balance sheet date that would require a disclosure in
connection with economic information included in those financial statements.

Vienna, March 6, 2008

The Management Board

Gerd Zettlmeissl, CEO / Alexander von Gabain, CSO / Werner Lanthaler, CFO / Thomas Lingelbach, COO
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PURSUANT TO SECTION 82 (4) OF THE AUSTRIAN STOCK EXCHANGE ACT

We confirm to the best of our knowledge that the consolidated financial statements give a true and
fair view of the assets, liabilities, financial position and profit or loss of the group as required by the
International Financial Reporting Standards, as adopted by the EU, and that the group management
report gives a true and fair view of the development and performance of the business and the position
of the group, together with a description of the principal risks and uncertainties the group faces.

Vienna, March 6, 2008

The Management Board:

oY @or&wyu

GERD ZETTLMEISSL, CEO

Vd. 0. | . ZILC\A.
Laa

ALEXANDER VON GABAIN, CSO WERNER LANTHALER, CFO

THOMAS LINGELBACH, COO

The Consolidated Financial Statements of Intercell AG for the fiscal year from January 1, 2007 to
December 31, 2007, the Management Report, and the Audit Opinion thereof have been issued in
German language in accordance with section 245a and 193 of the Austrian Commercial Code.

We draw attention to the fact that this translation into English is provided for convenience purposes
only and that the German wording is the only legally binding version.
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1. Intercell Company Building 6. Figlmiiller
2. Ringstrasse 7. Graben
3. Hotel Sacher 8. Vienna University
4. St. Stephen’s Cathedral 9. Nussdorf and Grinzing
5. Fiacres
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INTERCELL HEADQUARTERS

Internationally located in a life science think rank

Intercell’s headofficess are located in the city of Vienna, in the middle of the Campus Vienna Biocenter.

INTERCELL AG
Campus Vienna Biocenter 6
1030 Vienna, Austria

P: +43-1-20620-100

F: +43-1-20620-800

INTERCELL BIOMEDICAL LTD.

The manufacturing capacity is dedicated to the late stage Japanese Encephalitis vaccine and the vaccine

pipeline resulting from our bacterial Antigen Identification Research and Development Programs.

INTERCELL BIOMEDICAL LTD.
Oakbank Park Road

Livingston

EH53 0TG, Scotland

P: +44-1506-446-600

F: +44-1506-446-601

INTERCELL USA
179 Castles Gate Drive
Mooresville, NC 28117
United States of America
P: +1-704-799 0196

F: +1-704-799 0161
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