











AUDITOR’S REPORT

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS

We have audited the accompanying consolidated financial statements of Intercell AG, Vienna, for the
financial year from January 1, 2008 to December 31, 2008. These consolidated financial statements com-
prise the consolidated balance sheet as at December 31, 2008, the consolidated income statement, the
consolidated statement of changes in equity and the consolidated cash flow statement for the year ended
December 31, 2008, and a summary of significant accounting policies and other explanatory notes.

MANAGEMENT’S RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards (IFRS) as adopted by the EU.
This responsibility includes: designing, implementing and maintaining internal control relevant to the
preparation 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
estimates that are reasonable in the circumstances.

AUDITOR’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, inclu-
ding 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
procedures 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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OPINION

Our audit did not give rise to any objections. Based on the results of our audit in our opinion, the conso-
lidated financial statements present fairly, in all material respects, the financial position of the group as of
December 31, 2008, and of its financial performance and its cash flows for the financial year from January
1, 2008 to December 31, 2008 in accordance with International Financial Reporting Standards (IFRS) as
adopted by the EU.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Laws and regulations applicable in Austria require us to perform audit procedures as to whether the group
management report is consistent with the consolidated financial statements and whether the other disclo-
sures made in the group management report do not give rise to misperception of the position of the group.

In our opinion, the Group management report is consistent with the consolidated financial statements.
Vienna, March 18, 2009

PwC Wirtschaftspriifung GmbH
Wirtschaftspriifungs- und
Steuerberatungsgesellschaft

=Y

Dorotea-E. Rebmann
Austrian Certified Public Accountant

The consolidated financial statements of Intercell AG as of December 31, 2008 and the auditor’s
report thereon hae been issued in German language in accordance with Section 85 (1) Stock Exchange
Law. We draw attention 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.

Disclosure, publication and duplication of the financial statements together with the auditor’s report
acccording to Section 281 (2) UGB in a form not in accordance with statutory requirements and
differing from the version audited by us is not permitted. Reference to our audit may not be made
without written permission from us.
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I. CONSOLIDATED INCOME STATEMENT

EUR in thousands

Year ended December 31,

note 2008 2007
Revenues 55,763 53,349
Revenues from collaborations and licensing 51,405 47,816
Grant income 4,358 5,533
Operating Expenses (69,581) (51,681)
Research and development expenses 5/6 (56,062) (40,448)
General, selling and administrative expenses 5/6 (16,126) (14,269)
Otherincome and expenses, net 7 2,608 3,035
Operating profit/(loss) (13,818) 1,668
Finance income 8 8,469 4,035
Finance expenses 8 (2,034) (1,035)
Profit/(loss) before income tax (7,383) 4,667
Income tax (expense)/income 9 24,557 342
Profit for the year 17,175 5,009
Earnings per share
for profit attributable to the equity holders of the Company
during the year (expressed in EUR per share)
- basic 10 0.37 0.12
- diluted 10 0.37 0.12
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EUR in thousands

At December 31,

note 2008 2007
ASSETS
Non-current assets 255,074 32,022
Property, plant and equipment 11 50,834 11,956
Intangible assets 12 181,501 19,256
Deferred income tax assets 9 22,542 810
Other non-current assets 197
Current assets 211,491 297,370
Inventory 16 4,893
Trade receivables and other current assets 17 15,733 9,799
Available-for-sale financial assets 15 160,969 126,528
Cash and cash equivalents 18 29,896 161,043
TOTAL ASSETS 466,565 329,391
EQUITY
Capital and reserves attributable to the Company’s equity holders 348,757 264,625
Share capital 19 420,658 363,607
Other reserves 21 14,220 4,202
Retained losses (86,121) (103,183)
LIABILITIES
Non-current liabilities 50,677 5,994
Borrowings 25 28,920 1,459
Other long-term liabilities 409 230
Deferred income tax liabilities 9 21,348 4,304
Current liabilities 67,132 58,772
Trade and other payables 23 19,854 13,731
Borrowings 25 1,890 698
Deferred income 24 45,388 44,343
TOTAL LIABILITIES 117,809 64,766
TOTAL EQUITY AND LIABILITIES 466,565 329,391
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I1l. CONSOLIDATED CASH FLOW STATEMENT

EUR in thousands Year ended December 31,
note 2008 2007

Cash flows from operating activities

Profit for the year 17,175 5,009
Depreciation and amortization 11/12 2,996 1,732
Share-based compensation 20 4,122 3,101
Income Tax income 9 (24,557) (345)
Other adjustments for reconciliation to cash used in operations (6,803) (3,424)
Changes in working capital 26 (2,563) 35,760
Cash generated from/(used in) operations 26 (9,629) 41,833
Interest paid 8 (538) (93)
Income tax paid (20) (54)
Net cash generated from/(used in) operating activities (10,186) 41,686

Cash flows from investing activities

Acquisition of subsidiary, net of cash acquired 29 (75,071) 2,880
Purchases of property, plant and equipment 11/26 (44,259) (4,067)
Proceeds from sale of property, plant and equipment 26 30 -
Purchases of intangible assets 12 (184) (268)
Purchases of available-for-sale financial assets 15 (142,112) (80,178)
Proceeds from sale of available-for-sale financial assets 15 104,555 16,221
Interest received 7,003 4,229
Net cash used in investing activities (150,038) (61,183)

Cash flows from financing activities
Proceeds from issuance of common stock,

net of costs of equity transactions 19 1,253 152,290
Disposal of treasury shares 19 189 232
Proceeds from borrowings 25 27,717 o]
Repayment of borrowings 25 (1,137) (1,359)
Net cash generated from financing activities 28,022 151,163
Net increase/(decrease) in cash (132,203) 131,666
Cash at beginning of the year 161,043 28,899
Exchange gains/(losses) on cash 1,056 478
Cash at end of the year 18 29,896 161,043

Cash, short-term deposits, and marketable
securities at end of year 190,865 287,571
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EUR in thousands note Share capital Otherreserves Retained earnings Total equity
Balance at January 1, 2007 200,266 668 (107,852) 93,082
Fair value losses on available-
for-sale financial assets 15/21 (2,321) (2,321)
Currency translation differences (120) (120)
Deferred tax on share option scheme - 172 172
Net income/(loss) recognized directly in equity (2,441) 172 (2,269)
Profit for the year - 5,009 5,009
Total recognized income/(expense) for 2007 (2,441) 5,181 2,740
Employee share option plan:
- value of employee services 19/20 2,033 2,033
- proceeds from shares issued 19 2,637 2,637
- treasury stock re-issued 19 232 232
Issuance of common stock, January 2007 19 6,034 6,034
Issuance of common stock, September 2007 19 150,000 150,000
Other shareholder contributions 19 4,339 - 4,339
Impact of business combinations - 5,975 (513) 5,462
Cost of equity transactions 19 (1,934) - - (1,934)
163,341 5,975 (513) 168,803
Balance at December 31, 2007 363,607 4,202 (103,183) 264,625
Balance at January 1, 2008 363,607 4,202 (103,183) 264,625
Fair value losses on available-
for-sale financial assets 15/21 (4,253) (4,253)
Currency translation differences 14,271 14,271
Deferred tax on share option scheme - (112) (112)
Net income/(loss) recognized directly in equity 10,018 (112) 9,906
Profit for the year 17,175 17,175
Total recognized income for 2008 10,018 17,063 27,081
Employee share option plan:
-value of employee services 19/20 6,346 6,346
- proceeds from shares issued 19 1,762 1,762
- treasury stock re-issued 19 189 189
Issuance of common stock, August 2008 19 44,886 44,886
Cost of equity transactions, net of tax 19 3,867 3,867
57,051 10,018 17,063 84,132
Balance at December 31, 2008 420,658 14,220 (86,121) 348,757
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V. 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 and immune system stimulants. In addition, the Company markets its discoveries
resulting from its own proprietary research and development programs and technologies.

The Company has developed a prophylactic vaccine against the Japanese Encephalitis virus, that has
successfully completed Phase III clinical trials and is currently undergoing commercial registration and one
to prevent Travelers’ Diarrhea where the Phase III will start in Q2 2009. Prophylactic vaccines against

S. aureus and Pseudomonas, and a therapeutic vaccine against the Hepatitis C virus and the
immunostimulant (IS) patch targeting Influenza, 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. The vaccines are delivered to the skin via vaccination or via a novel, needle-free technology called
transcutaneous immunization (TCI). TCI exploits the unique benefits of major group of antigen-presenting
cells found in the outer layers of the skin (Langerhans cells) to generate an enhanced immune response.

TCI has the potential to enhance the efficacy of existing vaccines, develop new vaccines that are viable

only through transcutaneous administration, and expand the global vaccine market.

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 directly or indirectly hold interests in the following

subsidiaries:

Country of Interest held at December 31,
Name incorporation 2008 2007
Intercell Biomedical Ltd. UK 100% 100%
Intercell NC, Inc. (former Intercell USA, Inc.) USA 100% 100%
Intercell USA, Inc. (former lomai Corp.) USA 100% -
Pelias Beteiligungs GmbH Austria 100% 100%
Pelias Biotechnologies GmbH Austria 100% 100%
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Intercell Biomedical Ltd., Livingston, Scotland, operates a multi-purpose biologics manufacturing facility
used for production of the Company’s Japanese Encephalitis vaccine. Intercell NC, Inc., Mooresville, North
Carolina, is primarily engaged in business development activities for the Company’s products and techno-
logies 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.

On August 5, 2008, the Company completed the acquisition of 100% of the shares of Iomai Corporation
(“Iomai”) and Iomai was renamed Intercell USA, Inc. Intercell USA, Inc. is engaged in the discovery and de-
velopment of novel vaccines and immune system stimulants, delivered via needle-free patch technology TCI
(transcutaneous immunization). Intercell USA, Inc. was consolidated from August 1, 2008 on.

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 2008 Consolidated Financial Statements have been prepared under Sec. 245a of the Austrian
Commercial Code (UGB) in accordance with the International Financial Reporting Standards (IFRSs) as
adopted by the European Union.

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 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 state-
ments, are disclosed in note 4.
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V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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.

A) STANDARDS AND INTERPRETATIONS EFFECTIVE IN 2008

IAS 39 (Amendment), ‘Financial instruments: Recognition and measurement’ and IFRS 7 — Notes —
Reclassifications of financial assets (effective from July 1, 2008) does not have an impact on the Company’s
financial statements.

B) STANDARDS, AMENDMENTS AND INTERPRETATIONS ADOPTED BY THE EUROPEAN UNION

The following standards, amendments and interpretations have been published and are mandatory for the
Company’s accounting periods beginning on or after March 1, 2008 or later periods, but have not been early
adopted by the Company:

IFRS 1 (Amendment) ‘First time adoption of IFRS’, and TAS 27 ‘Consolidated and separate financial
statements’ — initial cost of investments in subsidiaries in the separate financial statements of the parent
company (effective from January 1, 2009). The amendment will not have any impact on the Company’s
financial statements.

IFRS 2 (Amendment), ‘Share-based payment’ (effective from January 1, 2009). The Company will apply
IFRS 2 (Amendment) from January 1, 2009. It is not expected to have a material impact on the Company’s
financial statements.

IFRS 8, ‘Operating segments’ (effective from January 1, 2009). IFRS 8 replaces IAS 14, ‘Segment reporting’,
and aligns segment reporting with the requirements of the US standard SFAS 131, ‘Disclosures about
segments of an enterprise and related information’. The new standard requires a ‘management approach’,
under which segment information is presented on the same basis as that used for internal reporting
purposes. As the Company only operates in one segment, the standard is not relevant.

IAS 1 (Revised), ‘Presentation of financial statements’ (effective from January 1, 2009).
The Company will apply TAS 1 (Revised) from January 1, 2009.

IAS 23 (Amendment), ‘Borrowing costs’ (effective from January 1, 2009). The Company will apply this
amendment prospectively to the capitalization of borrowing costs on qualifying assets from January 1, 2009.

IAS 32 (Amendment), ‘Financial instruments: Presentation’, and IAS 1 (Amendment), ‘Presentation of
financial statements’ — ‘Puttable financial instruments and obligations arising on liquidation’ (effective
from January 1, 2009). The Company will apply the IAS 32 and IAS 1 (Amendment) from January 1, 2009.

IFRIC 11, ‘IFRS — Group and treasury share transactions’ (effective from March 1, 2008) does not have an
impact on the Company’s financial statements.
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IFRIC 13, ‘Customer loyalty programs’ (effective from January 1, 2009). IFRIC 13 is not mandatory for
the Company as the Company does not act with customer loyalty programs.

IFRIC 14, ‘IAS 19 — The limit on a defined benefit asset, minimum funding requirements and their
interaction’ (effective from January 1, 2009). The Company will apply the IFRIC 14 from January 1, 2009.

In the course of the annual improvements project of the IASB published in May 2008 the following
amendments have been made:

IFRS 5 (Amendment), ‘Non-current assets held-for-sale and discontinued operations’ (and consequential
amendment to IFRS 1, ‘First-time adoption’) — plan to sell shares of a subsidiary, which will result in loss of
control (effective from July 1, 2009). The Company will apply the IFRS 5 (Amendment) prospectively to all
partial disposals of subsidiaries from January 1, 2010.

IAS 16 (Amendment), ‘Property, plant and equipment’ (and consequential amendment to IAS 7,
‘Statement of cash flows’) (effective from January 1, 2009).

e sale of assets which were classified as renting assets

e proceeds from the sale of those assets

The amendment will not have an impact on the Company’s operations because none of the Group’s
companies’ ordinary activities comprise renting and subsequently selling assets.

IAS 19 (Amendment), ‘Employee benefits’ (effective from January 1, 2009).

e plan amendment and negative service costs

e plan administration costs

e Change of the definition fall due through due to be settled

e Contingent liabilities

The amendment will not have an impact on the Company’s operations because none of the Group’s
companies’ activities comprise a defined employee benefit plan.

IAS 20 (Amendment), ‘Accounting for government grants and disclosure of government assistance’
— accounting of below market rate government loan (effective from January 1, 2009).
The Company will apply the IAS 20 (Amendment) from January 1, 2009.

IAS 23 (Amendment), ‘Borrowing costs’ — definition of borrowing costs (effective from January 1, 2009).
The Company will apply the IAS 23 (Amendment) prospectively to the capitalization of borrowing costs on
qualifying assets from January 1, 2009.

IAS 27 (Amendment), ‘Consolidated and separate financial statements’ — valuation of held for sale
subsidiaries in separate financial statements of the parent company (effective from January 1, 2009).
The amendment will not have any impact on the Company’s financial statements.
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V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

IAS 28 (Amendment), ‘Investments in associates’ (and consequential amendments to TAS 32,
‘Financial Instruments: Presentation’, and IFRS 7, ‘Financial instruments: Disclosures’)
(effective from January 1, 2009).

e reversals of impairment and goodwill

e disclosures for associates which are joint ventures

The amendment will not have any impact on the Company’s financial statements.

IAS 29 (Amendment), ‘Financial reporting in hyperinflationary economies’ — guidance on the basis of
valuation for financial statements (effective from January 1, 2009). The amendment will not have any
impact on the Company’s financial statements.

IAS 36 (Amendment), ‘Impairment of assets’ — disclosures for basis of discounted cash flows for
impairment tests (effective from January 1, 2009). The Company will apply the IAS 28 (Amendment)
from January 1, 2009.

IAS 38 (Amendment), ‘Intangible assets’ (effective from January 1, 2009).

e marketing and advertising

e depreciation method

The amendment will not have any impact on the Company’s financial statements.

IAS 39 (Amendment), ‘Financial instruments: Recognition and measurement’ (effective from
January 1, 2009).

e movements into and out of the fair value through profit or loss category

e revised effective interest rate

e hedge accounting and segment reporting

The Company will apply the IAS 39 (Amendment) from January 1, 2009.

IAS 40 (Amendment), ‘Investment property’ (and consequential amendments to IAS 16)
(effective from January 1, 2009).

e investment property under construction

e fair value not reliably measurable

The amendment will not have any impact on the Company’s financial statements.

IAS 41 (Amendment), ‘Agriculture’ (effective from January 1, 2009).

e taking into account biological transformation when calculating fair value

e market-based discount rate used for calculation based on discounted cash flows
(allows after tax interest rate)

The amendment will not have any impact on the Company’s financial statements.
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The following amendments (effective from January 1, 2009), which are part of the IASB’s annual
improvements project published in May 2008 (not addressed above), are changes in the formulation or
wording changes and only have minor or no effect on the accouting:
e [FRS 7 (Amendment) ‘Financial instruments: Disclosures’
e IAS 8 (Amendment) ‘Accounting Policies, Changes in Accounting Estimates and Errors’
e JAS 10 (Amendment) ‘Events after the balance sheet date’ — dividends, which are resolved

after the balance sheet date but before the issuance of the financial statements
e JAS 18 (Amendment) ‘Revenue’ — cost of the borrowings
e TAS 29 (Amendment) ‘Financial reporting in hyperinflationary economies’ — adjustment of terms
e IAS 34 (Amendment) ‘Interim financial reporting’ — earnings per share
e IAS 40 (Amendment) ‘Investment property’ — adjustment of the terminology to

IAS 8 and investment property
e IAS 41 (Amendment) ‘Agriculture’ - adjustment in terminology and change of an example
These amendments will not have any impact on the Company’s financial statements.

C) STANDARDS, INTERPRETATIONS AND AMENDMENTS TO EXISTING

STANDARDS THAT ARE NOT YET ENDORSED BY THE EUROPEAN UNION
IFRS 1 (Amendment) ‘First-time Adoption of International Financial Reporting Standards’ (effective from
January 1, 2009). The amendment will not have any impact on the Company’s financial statements.

IFRS 3 (Revised), ‘Business combinations’ and IAS 27 (Amendment), ‘Consolidated and separate financial
statements’, (effective from July 1, 2009). The Company will apply IFRS 3 (Revised) and IAS 27 (Revised)
prospectively to all business combinations for periods which start on July 1, 2009.

TAS 39 (Amendment), ‘Financial instruments: Recognition and Measurement’ — allowed underlying
transactions for hedges (effective from January 1, 2009). The amendment will not have any impact on the
Company'’s financial statements.

The Company does not expect any impact on the Company’s financial statements due to the following
interpretations:

IFRIC 12, ‘Service concession arrangements’ (effective from March 1, 2008).

IFRIC 15, ‘Agreements for construction of real estates’ (effective from January 1, 2009).

IFRIC 16, ‘Hedges of a net investment in a foreign operation’ (effective from October 1, 2008).
IFRIC 17, ‘Distributions of Non-cash Assets to Owners’ (effective from July 1, 2009).

IFRIC 18, “Transfers of Assets from Customers’ (effective from July 1, 2009).
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V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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.

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.

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 consolida-
ted financial statements are presented in euros, which is the Company’s functional and presentation currency.

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

P. 74 ANNUAL REPORT 08 Intercell AG.



03 FINANCIALS

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
the carrying amount are accounted for in equity.

C) SUBSIDIARIES
The results and financial position of all subsidiaries (none of which having the currency of a
hyperinflationary 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 enti-
ties 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.

2.5 REVENUE 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 per-
formed 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.
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V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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 per-
mit 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 achievement 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 collectability of the receivable is deemed probable. Up-front payments received for the
future performance of research services are deferred and recognized when the research has been performed.

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 inclu-
ded 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.
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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 intan-
gible 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 amor-
tized from the point at which the asset is ready for use on a straight-line basis over its useful life.

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

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.

The Company leases certain property, plant and equipment. Leases of property, plant, and equipment where
the Company has substantially all the risks and rewards of ownership, are classified as finance leases. Finance
leases are capitalized at the lease’s commencement at the lower of the fair value of the leased property and
the present value of the minimum lease payments.
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Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on
the finance balance outstanding. The corresponding rental obligations, net of finance charges, are included
in borrowings. The interest element of the finance cost is charged to the income statement over the lease
period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each
period. The property, plant and equipment acquired under finance leases is depreciated over the useful life
of the asset.

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 depre-
ciation. 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 Yyears
Machinery, laboratory equipment 2-15 years
Furniture, fittings and office equipment 4-10 years
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.

C) IN-PROCESS RESEARCH AND DEVELOPMENT PROJECTS

Acquired in-process research and development projects include 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 IMPAIRMENT 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 good-
will, 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 2.13).

Loans and receivables are carried at amortized cost using the effective interest method.
Impairment testing of trade receivables is described in note 2.13.

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 de-
recognized when such a financial asset has been transferred or substantially all risks and rewards of owner-
ship 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 INVENTORIES

Inventories are stated at the lower of cost and net realizable value. Cost is determined using the first-
in, first-out (FIFO) method, in specially the first-expiry first-out (FEFO) method. The cost of finished
goods and work in progress comprises raw materials, direct labor, other direct costs and related produc-
tion overheads (based on normal operating capacity). It excludes borrowing costs. Net realizable value is
the estimated selling price in the ordinary course of business, less applicable variable selling expenses.

2.13 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.

2.14 CASH AND CASH EQUIVALENTS
Cash and cash equivalents include cash in hand, deposits held at call with banks, and time deposits.

2.15 SHARE CAPITAL
Ordinary shares are classified as equity.
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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
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.

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 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.

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.
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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 (nomi-
nal 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.

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.
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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, 2008, 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 lower by EUR 319 thousand (2007:
EUR 2,124 thousand), mainly as a result of foreign exchange gains/losses on the translation of US
dollar-denominated cash equivalents, partly offset by a positive effect trade payables. Profit was less
sensitive to fluctuations in the euro/US dollar exchange rate at the balance sheet date in 2008 than it
was in 2007 because of the decreased amount of US dollar debt securities and trade receivables.

At December 31, 2008, if the British pound had gained 10% against the euro with all other variables
held constant, post-tax profit for the year would have been EUR 10 thousand lower (2007: EUR 17
thousand higher), mainly as a result of foreign exchange gains/losses on the translation of British
pound-denominated trade payables, partly offset by cash equivalents.

At December 31, 2008, if the Swiss franc had gained 10% against the euro with all other variables
held constant, post-tax profit for the year would have been lower by EUR 14 thousand (2007:

EUR 0 thousand), as a result of foreign exchange gains on the translation of Swiss franc-denominated
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, 2008, the calculated impact on prices on debt securities of a 1% shift would be an
increase or decrease of EUR 1,593 thousand in equity (2007: EUR 1,265 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.
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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 and when
investments in fixed interest rate instruments are made, to select instruments with a short duration. The
Company'’s interest rate risk resulting from borrowings is low because the Company has no substantial
outstanding borrowings. During 2008 and 2007, 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 244 thousand (2007: EUR 424
thousand).

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, 2008, available-for-sale financial assets com-
prise government bonds, floating rate notes, and mutual funds, which mainly invest in short-term de-
posits, 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. To monitor the credit
quality of its counterparts, the Company relies on credit ratings as published by specialized rating agen-
cies 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 14.
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C) 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
licensing 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.

At December 31, 2008 Less than 1 year Between 1 and 2 years Between 2 and 5 years Over 5 years

Borrowings (excluding finance

lease liabilities)* 652 2,130 532 929
Finance lease liabilities 2,642 5,224 7,138 28,507
Trade and other payables 19,854 409 - -

23,147 7,763 7,670 29,437
At December 31, 2007 Less than 1 year Between 1 and 2 years  Between 2 and 5 years Over 5 years
Borrowings 407 50 1,513 -
Trade and other payables 13,731 - - -
14,138 50 1,513 -

'The categories in this disclosure are determined by IAS 39. Finance leases are mostly ouside the scope of IAS 39, but they remain within
the scope of IFRS 7. Therefore, finance leases have been shown separately.

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.
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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 guaran-
teed 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.

The carrying value less impairment provision of trade receivables and payables are assumed to
approximate 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 JUDGMENTS
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.
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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, The 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 20, had to be made. Beginning from 2005, the Management’s judgment
in regard to the estimated volatility was required for valuation of the Black Scholes Model. In the past,
the historical volatilities have been used for the estimation of future volatilities. In 2008, due to the
current fluctuations on the stock exchange, the Management used the best estimate on historical
volatilities from prior years.

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. The 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.

Deferred taxes and Development costs

As on December 15, 2008 the Company received a positive opinion from the European Committee for
Human Medicinal Products (CHMP). A single Marketing Authorization covering all 27 member states of
the European Union as well as Norway and Iceland will follow as a next step and will allow for the planned
market launch in early 2009. Management’s judgment is, that with the CHMP opinion the ability to
utilize the products is achieved and this product will generate probable future economic benefits.

From this date on adequate evidence has been provided that sufficient taxable profit will be available
against which the unused tax losses can be utilized in the foreseeable future. Therefore, the deferred tax
asset was recognized in 2008. Also development costs from that date on will be capitalized when occurred.
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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:
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EUR in thousands Year ended December 31,
2008 2007
Changes in inventories of finished goods and work in progress (5,544) -
Employee benefit expense (note 6) 29,033 21,485
Consulting & other purchased services 31,157 18,419
Raw materials and consumables used 5,283 5,831
Building and energy costs 4,417 2,874
Travel and transportation costs 2,219 1,656
Depreciation and amortization (notes 11 and 12) 2,996 1,735
Supply, office, and IT costs 1,524 869
License fees 239 1,367
Advertising costs 458 174
Other expenses 408 308
Total research and development expenses and general,
selling, and administrative expenses 72,189 54,718

Operating leasing expenses incurred by the Company amounted to EUR 1,829 thousand
(2007: EUR 1,182 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,
2008 2007
Salaries 19,508 13,972
Social security contributions 4,165 4,393
Training and education 618 605
Share options granted to management and employees 4,122 2,033
Other employee benefits 620 482
29,033 21,485

During the year 2008, an average of 321 white-collar workers and 5 blue-collar workers were employed

(2007: 226 white-collar and 3 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,
2008 2007
Foreign exchange gain/(loss) (1,349) (2,376)
Taxes, duties, fees, charges, other than income tax (221) (177)
R&D tax credit 4,066 5,380
Miscellaneous income/(expenses), net 111 209
2,608 3,036

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 FINANCE INCOME/(EXPENSES)

EUR in thousands Year ended December 31,
2008 2007

Finance income

- Interest income from bank deposits and other 1,367 2,420
- Interest income on available-for-sale financial assets 7,102 1,341
- Realized gains from the sale of available-for-sale financial assets - 273
8,469 4,035

Finance expense
- Interest expense to banks and government agencies (617) (95)
- Interest expense to silent partners - (940)
- Realized losses from the sale of available-for-sale financial assets (847) -
- Net foreign exchange loss on financing activities (569) -
(2,034) (1,035)
Net finance income 6,435 3,000

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 0 in 2008 (2007: EUR 4 thousand).

If interest subsidies are paid out in advance, such payments are recorded as deferred income and recog-
nized as a reduction of interest expense in the period when interest on the underlying loan is due.
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9 INCOME TAXES
9.1. TAXINCOME

Income tax (expense)/income are comprised of current and deferred tax.

EUR in thousands Year ended December 31,
2008 2007
Current tax (20) (57)
Deferred tax 24,577 399
24,557 342

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,
2008 2007
Profit/(Loss) before tax (7,383) 4,667
Tax calculated at domestic tax rates applicable to profits in the respective countries 4,088 (1,185)
Income not subject to tax 1,567 2,524
Expenses not deductible for tax purposes (1,058) (687)
Tax benefit forgone due to loss attribution to silent partners - (67)
Recognition of tax asset previously not recognized 25,356 -
Utilization of previously unrecognized tax losses - 15
Tax losses of which no deferred income tax asset was recognized (1,266) -
Charged to equity (4,340) -
Tax losses on which no deferred income tax asset was recognized - (112)
Exchange differences (126) (92)
Income tax credit 422 -
Adjustments in respect of prior years (65) -
Income tax from previous years - (22)
Minimum corporate income tax ) &)
Withholding tax (13) (25)
Tax (expense)/income 24,557 342
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9.2. DEFERRED TAX

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,

2008

2007

Deferred tax assets:

- Deferred tax asset to be recovered after more than 12 months 73,400 1,500
- Deferred tax asset to be recovered within 12 months 700 22
74,100 1,522
Deferred tax liabilities:
- Deferred tax liability to be recovered after more than 12 months (71,195) (5,010)
- Deferred tax liability to be recovered within 12 months (1,711) (6)
(72,905) (5,016)
1,194 (3,495)
The gross movement on the deferred income tax account is as follows:
EUR in thousands 2008 2007
Beginning of year (3,495) 283
Exchange differences (10) (45)
Acquisition of subsidiary (23,593) (4,304)
Income statement charge 24,437 399
Tax charged directly to equity 3,855 172
End of year 1,194 (3,495)
The deferred tax assets and liabilities are allocable to the various balance sheet items as follows:
EUR in thousands At December 31,
2008 2007
Deferred tax asset from
Tax losses carried forward 69,262 1,287
Stock compensation 101 213
Fixed assets 1,020 -
Valuation of associates - 376
Available-for-sale financial assets - 126
Other items 3,717 22
Total deferred tax assets 74,100 2,024
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Deferred tax liability from

Available-for-sale financial assets (1,705) (457)
Accelerated tax depreciation (1,467) (750)
Intangible assets (69,728) (4,310)
Other items (@) @
Total deferred tax liability (72,905) (5,519)
Deferred tax, net 1,194 (3,495)

The tax losses of EUR 7 thousand (2007: EUR 101,048 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 adequate evidence has been pro-
vided that sufficient taxable profit will be available against which the unused tax losses can be utilized in
the foreseeable future.

Operating loss carry forwards of approximately EUR 106,692 thousand and the research and development
credits of EUR 2,855 thousand will begin to expire in the year 2021 if unused.

10 EARNINGS/LOSSES PER SHARE

10.1 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
purchased by the Company and held as treasury shares (note 19).

Year ended December 31,

2008 2007
Net profit attributable to equity holders of the Company (EUR in thousands) 17,175 5,009
Weighted average number of outstanding shares 45,858,291 40,997,154
Basic earnings per share (EUR per share) 0.37 0.12

10.2. DILUTED

Diluted earnings per share are calculated by adjusting the weighted average number of ordinary
outstanding 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
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annual market 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.

Year ended December 31,

2008 2007
Profit used to determine diluted earnings per share (EUR in thousands) 17,175 5,009
Weighted average number of outstanding shares 45,858,291 40,997,154
Adjustments for share options 788,570 1,715,985
Weighted average number of outstanding shares for diluted earnings per share 46,646,860 42,713,139
Diluted earnings per share (EUR per share) 0.37 0.12
11 PROPERTY, PLANT AND EQUIPMENT
Buildings Manu-
and facturing Assets in
leasehold and Furniture, the course
improve- laboratory Computer fittings of con-
EUR in thousands ments  equipment hardware and other struction Total
At January 1, 2007
Cost 3,024 6,294 652 474 4,536 14,980
Accumulated depreciation (1,057) (2,960) (483) (227) o (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 29) o] 60 49 32 o] 141
Additions 304 1,882 358 32 813 3,389
Reclassification 4,423 o o o (4,423) o
Disposals o o 2) (1) o 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) o 6,163
Net book value 6,058 4,310 476 283 829 11,956
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Buildings Manu-
and facturing Assets in
leasehold and Furniture, the course
improve- laboratory Computer fittings of con-
EUR in thousands ments  equipment hardware and other struction Total
Year ended December 31, 2008
Opening net book value 6,058 4,310 476 283 829 11,956
Exchange rate differences (1,215) (144) (30) 44 (34) (1,379)
Acquisition of subsidiary (note 29) 995 2,663 - 392 16 4,066
Additions 33,175 2,443 261 675 2,326 38,880
Reclassification 793 - - - (793) -
Disposals - (13) () (34) - (50)
Depreciation charge (822) (1,447) (211) (158) - (2,638)
Closing net book value 38,983 7,812 493 1,203 2,344 50,834
At December 31, 2008
Cost 44,475 15,077 1,250 2,244 2,344 65,390
Accumulated depreciation (5,492) (7,266) (757) (1,041) - (14,556)
Net book value 38,983 7,812 493 1,203 2,344 50,834

Depreciation and amortization expenses of EUR 1,710 thousand (2007: EUR 1,572 thousand) were
charged to research and development expenses and EUR 119 thousand (2007: EUR 164 thousand) to
general, selling, and administrative expenses.

Operating property leases amounting to EUR 1,425 thousand (2007: EUR 1,182 thousand) are included
in the income statement.

Property, plant and equipment include the following amounts where the group is a lessee under a
finance lease (2007: EUR 0):

Buildings Manu-
and facturing Assets in
leasehold and Furniture, the course
improve- laboratory Computer fittings of con-
EUR in thousands ments  equipment hardware and other struction Total
At December 31, 2008
Cost 33,612 1,150 126 604 979 36,470
Accumulated depreciation (181) (31) (5) (10) - (227)
Net book value 33,431 1,119 120 593 979 36,243
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12 INTANGIBLE ASSETS

EUR in thousands Production Acquired
Software  technology R&D Total

At January 1, 2007

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 o] 157
Exchange rate differences (14) (4) o] (18)
Addition of subsidiary (note 29) 11 o 18,924 18,935
Additions 282 o o 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) o (255)
Net book value 311 21 18,924 19,256

Year ended December 31, 2008

Opening net book value 311 21 18,924 19,256
Exchange rate differences 19 (5) 17,283 17,297
Addition of subsidiary (note 29) 156 - 144,807 144,963
Additions 183 - - 183
Disposals 2) - 2)
Amortization charge (181) (16) - (197)
Closing net book value 487 - 181,013 181,500

At December 31, 2008

Cost 1,085 - 181,013 182,097
Accumulated depreciation (598) - - (598)
Net book value 487 - 181,013 181,500

Assets acquired in 2007 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.

In 2008, assets acquired through the acquisition of Intercell USA include in-process research and

development projects. These projects have been re-valued and capitalized as intangible asset at their fair
value at the date of acquisition of in total EUR 144,807 thousand.
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and are ready for use. In accordance with IAS 36, each intangible asset will be tested for impairment on an

annual basis and when there is an indication that it may be impaired.

13 FINANCIAL INSTRUMENTS BY CATEGORY

December 31, 2008

EUR in thousands Loans and receivables Available for sale Total
Assets as per balance sheet
Available-for-sale financial assets - 160,969 160,969
Trade and other receivables? 14,510 - 14,510
Cash and cash equivalents 29,896 - 29,896
Total 44,407 160,969 205,376
Other financial liabilities Total
Liabilities as per balance sheet
Borrowings (excluding finance lease liabilities)? 4,553 4,553
Finance lease liabilities? 26,257 26,257
Trade and other payables 20,263 20,263
Total 51,073 51,073
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
Trade and other payables 13,961 13,961
Total 16,118 16,118

1 Prepayments are excluded from the trade and other receivables balance as this analysis is required only for financial instruments.
2 The categories in this disclosure are determined by IAS 39. Finance leases are mostly outside the scope of IAS 39, but they remain within
the scope if IFRS 7. Therefore finance leases have been shown separately.
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14 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 At December 31,

2008

2007

Trade receivables and other financial assets*

Receivables from governmental institutions (tax and other) 4,344 4,967
AA 10,096 3,037
A 25 486
Counterparties without external credit rating 45 1,308
14,510 9,799
Cash at bank and short-term bank deposits
AA 921 28,066
A 28,918 132,462
Counterparties without external credit rating or rating below A 57 258
29,896 160,786
Available-for-sale debt securities
AAA 77,186 64,987
AA 27,791 30,279
A 51,952 19,674
Counterparties without external credit rating or rating below A 4,041 11,588
160,969 126,528

* Prepayments are excluded from the trade and other receivables balance as this analysis is required only for financial instruments.

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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15 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 2008 2007
Beginning of the year 126,528 65,523
Additions 144,665 80,178
Disposals (106,876) (15,948)
Net gains/(losses) transfer to equity (4,253) (2,321)
Exchange differences 906 (906)
End of the year 160,969 126,528

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 princi-
pal investments in euro-denominated asset-backed securities and recorded at a value at balance sheet date
of EUR 4,618 thousand (2007: EUR 9,492 thousand), has been 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 2007, 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 all shares of Biovertis have been disposed of.

The amount of fair value revaluation surplus/(loss) that had originally been booked to equity and was
subsequently recognized in profit or loss on sale of available-for-sale financial assets for the year 2008 was
EUR 620 thousand loss (2007: EUR 76 thousand surplus).

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

EUR in thousands At December 31,
2008 2007
Euro 160,969 117,594
US dollar - 8,934
160,969 126,528

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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16 INVENTORY

For the first time, inventory has been capitalized. The judgment of the Management is that with the

CHMP opinion the ability to utilize the products is achieved and this product will generate probable

future economic benefits.

EUR in thousands

At December 31,

2008 2007
Raw materials 360
Work in progress 2,799
Finished goods 1,734
4,893 -
17 TRADE RECEIVABLES AND OTHER ASSETS
Trade receivables and other assets include the following:
EUR in thousands At December 31,
2008 2007
Trade receivables 11,313 2,842
Less: provision for impairment of receivables - -
Trade receivables, net 11,313 2,842
Prepaid expenses 884 254
Other receivables 3,733 6,459
Loans to related parties (note 30) - 243
15,930 9,799
Less non-current portion 197 -
Current portion 15,733 9,799

All other non-current assets are due within five years of the balance sheet date.

The fair values of trade and other receivables equal to their book values.
Loans to related parties are non-interest bearing (note 30.4).

18 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.
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19 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, 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
Balance at January 1, 2008 45,521,707 354,984 8,998 385,889 (375) 363,607
Employee share option plan:
- value of employee services - - 6,346 - - 6,346
- proceeds from shares issued 270,077 1,762 - - - 1,762
- Treasury stock re-issued - 165 - (25,000) 24 189
Issuance of common stock, August 2008 1,442,819 44,886 - - - 44,886
Cost of equity transactions - (473) - - - (473)
Tax on cost of equity transactions - 4,340 - - - 4,340
Balance at December 31, 2008 47,234,603 405,663 15,344 360,889 (349) 420,658

*Employee share option plan

At December 31, 2008, the Company had issued 47,234,603 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, 2008 — excluding 360,889
shares held as treasury stock — was 46,873,714.

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.
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Conditional and authorized capital
The Company has 3,286,398 shares of conditional capital to service the exercise of existing stock options
(note 20).

In addition, the Management Board is authorized, subject to approval by the Supervisory Board, to increase
the registered share capital of the Company by issuing up to 17,674,456 new shares of common stock.

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. In addition, the Management Board is authorized to conditionally increase
the registered share capital by issuing up to 1,700,000 new shares of common stock in connection with the
grant of new stock options to the employees and members of the Management Board of the Company or an
affiliated company.

Increases of share capital

In July 2008, the Company issued 242,730 new shares and re-issued 25,000 existing shares of treasury
stock in connection with the exercise of stock options, resulting in net proceeds of EUR 1,793 thousand
(see note 20).

In August 2008, the Company issued 1,442,819 new shares to acquire approximately 40.4% of the out-
standing shares of Iomai Corporation through a stock-for-stock exchange (see note 29).

In December 2008, the Company issued 27,347 new shares in connection with the exercise of stock
options, resulting in net proceeds of EUR 158 thousand (see note 20).

Conversion of silent partnership interests

In December 2007, the Company entered into an agreement by which a financial liability in the form

of a “silent partnership” of its 100% 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 2007, 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 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 349 thousand in the aggregate as of December 31, 2008 and EUR 375
thousand as of December 31, 2007.

In 2008 and 2007, the Company sold 25,000 and 120,000 of its treasury shares, respectively, to members
of the Management Board and the Supervisory Board upon the exercise of share options.

20 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:

December 31, 2008 December 31, 2007
Average Average
exercise exercise
numberof  pricein EUR numberof  pricein EUR
options per share options per share
Outstanding at January 1 2,352,525 16.49 2,637,795 7.98
Granted 1,344,780 23.20 826,500 26.02
Forfeited (181,065) 20.01 (151,775) 5.82
Exercised (295,077) 6.61 (959,995) 2.99
Outstanding at year end 3,221,163 20.00 2,352,525 16.49
Exercisable at year end 269,716 9.16 7,075 7.75
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Options exercised in 2008 resulted in 270,077 shares being issued (2007: 839,995 shares) at a price
of between EUR 1.85 and EUR 16.85 per share. In addition, 25,000 (2007: 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 10.72 per share in 2008 for servicing the exercise of stock options. The weighted average value
per share at the time of option exercise was EUR 27.90 in 2008 (2007: EUR 28.15).

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 2008 2007
December 2008 1.85 - 80,550
December 2009 2.10 124,325 178,025
December 2010 5.50 — 8.50 368,250 494,750
December 2011 10.72 — 16.85 692,520 772,700
December 2012 23.95 - 26.18 798,300 826,500
December 2013 3.99 — 11.43 86,030 -
December 2013 20.63 - 31.35 1,151,738 -

3,221,163 2,352,525

The weighted-average grant-date fair value of options granted during the year 2008 was EUR 5.96 (2007:

EUR 7.93). The fair value of the granted options was determined using the Black Scholes valuation model.

The significant inputs into the models were:

2008 2007
Expected volatility 26.00 - 38.70 32.59 - 39.07
Expected vesting period (term in years) 0.00 — 5.00 1.50 — 4.50
Risk-free interest rate (%) 1.83 — 4.64 4.06 — 4.58

In 2008, 1,344,780 share options were granted to members of the Management Board, Supervisory Board,

and employees at an exercise price of EUR 3.99 and EUR 31.35 per share (
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EUR in thousands
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Revaluation

Available-for-sale Currency from business

investments translation combinations Total
Balance at January 1, 2007 668 - - 668
Revaluation from business combinations - 5,974 5,974
Fair value losses from available-for-sale financial assets (2,321) - - (2,321)
Currency translation differences - (120) - (120)
Balance at December 31, 2007 (1,653) (120) 5,974 4,202
Balance at January 1, 2008 (1,653) (120) 5,974 4,202
Fair value losses from available-for-sale financial assets (4,253) - - (4,253)
Currency translation differences - 14,271 - 14,271
Balance at December 31, 2008 (5,905) 14,151 5,974 14,220

22 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 pe-

riod incurred. Monthly contributions to the scheme amount to 1.53% of the salary of each respective em-

ployee. In the years ended December 31, 2008 and 2007, contribution costs amounted to

EUR 248 thousand and EUR 173 thousand, respectively.

23 TRADE AND OTHER PAYABLES

Trade and other payables include the following:

EUR in thousands

At December 31,

2008 2007

Trade payables 10,064 5,022
Accrued expenses 8,559 7,425
Social security and other tax payables 765 791
Other payables 875 724
20,263 13,961

Less non-current portion 409 230
Current portion 19,854 13,732
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24 DEFERRED INCOME

Deferred income includes payments received under collaboration and licensing agreements, as well as grant
contracts attributable to future accounting periods.

25 BORROWINGS

Borrowings of the Company at year end include the following:

EUR in thousands At December 31,
2008 2007

Non-current

Bank borrowings 1,614 285
Other loans 2,244 1,174
Finance lease liabilities 25,062 -
28,920 1,459

Current
Bank borrowings - 698
Other loans 695 -
Finance lease liabilities 1,195 -
1,890 698
Total borrowings 30,810 2,157

The maturity of non-current borrowings is as follows:

EUR in thousands At December 31,
2008 2007
Between 1 and 2 years 2,933 -
Between 2 and 3 years 2,059 1,174
Between 3 and 4 years 1,492 285
Between 4 and 5 years 1,302 -
Over 5 years 21,134 -
28,920 1,459
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The carrying amounts of the Company’s borrowings are denominated in the following currencies:

EUR in thousands At December 31,
2008 2007
EUR 29,045 2,157
US dollar 1,765 -
30,810 2,157

Lease liabilities are effectively secured as the rights to the leased asset revert to the lessor in the event of
default.

In 2008 EUR 2,788 thousand (2007: EUR 2,157 thousand) of the outstanding loans are guaranteed by

Austrian governmental organizations.

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 3.95% at year end 2008
(2007: 4.78%):

EUR in thousands Carrying amounts Fair values
at December 31, at December 31,
2008 2007 2008 2007
Bank borrowings 1,614 983 1,413 926
Other loans 1,174 1,174 1,224 1,193
2,788 2,157 2,637 2,119

For all other borrowings the carrying amounts equals their fair values.
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26 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 2008 2007
Profit for the year 17,175 5,009
Adjustments for
- Depreciation and amortization 11/12 2,996 1,732
- Share-based compensation 20 4,122 3,101
- Tax 9 (24,557) (345)
- Loss from disposal of property, plant and equipment below 12 3
- Other non-cash expenses 294 (191)
- Profit/Loss on disposal of available-for-sale financial assets 13 847 (274)
- Interest income 8 (8,469) (4,229)
- Interest expense 8 617 1,035
- Changes in other long-term assets 5 232
- Changes in other long term liabilities (109)
Changes in working capital (excluding the effects of

acquisition and exchange rate differences on consolidation):

- Inventory (4,893) -
- Trade and other receivables (4,600) (5,224)
- Restricted cash - 190
- Trade and other payables 6,930 40,794
Cash generated from /(used in) operations (9,629) 41,833

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:

2008 2007
Net book value 42 3
Loss on disposal of property, plant and equipment 11 (12) (3)
Proceeds from disposal of property, plant and equipment 30 -
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27 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.

27.1 IN-LICENSE AGREEMENTS

In June 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 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 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 (2007: USD 3,200 thousand).

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

of Health (NTH) and the Centers for Disease Control and Prevention (CDC), agencies within the

U.S. Department 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.

In November 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 Encepha-
litis 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 commercialization.

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

In June 2007, the Company obtained a worldwide exclusive license from the Centers for Disease

Control and Prevention (CDC), an agency within the U.S. 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 2008 amounted to EUR 239 thousand, (2007: EUR 1,367
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 con-
tingent upon future product sales are not quantifiable due to uncertainty over future product sales.

27.2 OUT-LICENSE AGREEMENTS

In December 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 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 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.

In May 2004, the Company signed a worldwide exclusive commercial license agreement with Merck & Co.,
Inc. (“Merck”) allowing Merck to develop a bacterial vaccine against Staphylococcus 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
furcher license payments and has the right to royalty payments on future product sales.

In March 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.
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In September 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 2006, the Company entered into an agreement with Merck Sharp & Dohme Research Ltd., 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
completion of certain development milestones by Merck, as well as service fees and royalty payments on
future product sales.

In July 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% of the Company’s share capital.

27.3 OTHER COLLABORATIONS

In December 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. Ltd.
for India, Pakistan, Nepal, and Bhutan.
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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.

28 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,
2008 2007

Property, plant and equipment 30 200

B) OPERATING LEASE COMMITMENTS
Future aggregate minimum lease commitments under non-cancelable operating leases are as follows:

EUR in thousands At December 31,
2008 2007
Not later than 1 year 1,188 1,848
Later than 1 year and not later than 5 years 3,992 7,201
Later than 5 years 80 9,443
5,259 18,492

In addition, the Company leases parking space, employee living accommodations, cars, and equipment
under 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 employment
relationship with the company. Contingent liabilities under these contractual arrangements as of December
31, 2008 amounted to EUR 1,089 thousand (on December 31, 2007: EUR 1,089 thousand).

For commitments and contingencies resulting from transactions with related parties see note 30.
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29 BUSINESS COMBINATIONS

On August 5, 2008, the Company completed the acquisition of 100% of the shares of Iomai Corporation
(“Iomai”). Iomai is engaged in the discovery and development of novel vaccines and immune system
stimulants, delivered via needle-free patch technology (transcutaneous immunization). Iomai was
consolidated from August 1, 2008 on.

The acquisition was accomplished through a stock-for-stock exchange of 1,442,819 newly issued Intercell
shares (representing approximately 3.1% of Intercell’s total outstanding shares after the acquisition) at

an issue price of EUR 31.11 per share, totaling a fair value of EUR 44.9 m for approximately 40.4% of
Tomai’s outstanding shares at closing, and a cash consideration of approximately USD 115.6 m (EUR 74.2
m) to the holders of Iomai’s remaining outstanding shares and warrants and to the holders of certain of the
outstanding options. In addition, the Company substituted 2,089,766 Iomai options by

issuing 282,342 Intercell options (see note 19).

In conjunction with the acquisition, Iomai was renamed Intercell USA, Inc. This business combination has
been accounted for under the purchase method, i.e. the cost of the business combination was allocated to
the assets acquired and liabilities and contingent liabilities assumed at their respective fair values.

From the acquisition date through December 31, the acquired business contributed revenue of EUR 1,452
thousand and a net loss of EUR 7,759 thousand to the Company’s consolidated income statement. If the
acquisition had occurred on January 1, 2008, the Company’s consolidated revenue would have been

EUR 57,841 thousand, and net profit would have been EUR 5,493 thousand.

Details of net assets acquired are as follows:

EUR in thousands

Purchase consideration

- Cash consideration paid to public shareholders 66,440
- Cash consideration paid to option holders 5,937
- Cash consideration paid to warrant holders 1,802
- Fair value of exchange shares issued as consideration to major shareholders 44,886
- Fair value of substitution options issued to option holders 2,225
- Direct costs relating to the acquisition 3,106
Total purchase consideration 124,396
Fair value of net assets acquired 124,396
Goodwill -
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The fair value of the Intercell shares issued as consideration for the acquisition of Iomai shares was
determined using the stock exchange price on the date of acquisition.

The fair value of the assets and liabilities acquired through the business combination are as follows:

Acquiree’s
EUR in thousands Fair value carrying amount
Cash and cash equivalents 2,191 2,191
Property, plant and equipment, and software 4,223 4,223
Trade and other receivables 2,498 2,498
In-process research and development projects 144,807 -
Deferred tax liabilities (21,077)
Other reserves (341) -
Trade and other payables (7,904) (7,904)
Net assets acquired 124,396 1,008

In the initial accounting for the business combination, the fair values assigned to the identifiable assets
and liabilities have been determined on a provisional basis. Any adjustments to those provisional values as
a result of completing the initial accounting shall be recognized within twelve months of the acquisition
date.

The cash consideration paid, net of cash acquired through the acquisition, is as follows:

EUR in thousands

Cash consideration 77,262
Cash and cash equivalents in subsidiary acquired 2,191
Cash outflow through acquisition 75,071

30 RELATED-PARTY TRANSACTIONS
The following transactions were carried out with related parties:
30.1 PURCHASES OF SERVICES

EUR in thousands Year ended December 31,
2008 2007

Purchases of services:
- Member of the Supervisory Board 60 5
60 5
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Hans Wigzell, a member of the Supervisory Board is also engaged as a member in the Scientific Advisory
Board. Therefore, he receives fees on normal commercial terms and conditions as the other Scientific
Advisory Board members.

30.2 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,
2008 2007
Salaries and other short-term employee benefits 2,470 2,752
Other long-term benefits 51 36
Share-based payments (stock compensation expense) 1,617 1,036
4,138 3,824

30.3 SUPERVISORY BOARD COMPENSATION
The aggregate compensation of the members of the Company’s Supervisory Board amounted to
EUR 269 thousand (2007: EUR 203 thousand).

30.4 YEAR-END BALANCES OF LOANS TO RELATED PARTIES

EUR in thousands At December 31,
2008 2007
Fair value of loans to Management - 243
243

Less: current portion - (243)
Non-current portion -

In 2001, the Company granted an interest-free loan of EUR 247 thousand to Univ.-Prof. Dr. Alexander von
Gabain, the Company’s Chief Scientific Officer, which had an initial term of five years and was subsequently
extended until June 2008. The loan was paid back in November 2008.
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31 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 5, 2009

The Management Board:

w fa;(fwaf/(

GERD ZETTLMEISSL, CEO

2 G[____’___._.,_H, p/ﬁcu_

ALEXANDER VON GABAIN, CSO WERNER LANTHALER, CFO

p 2

THOMAS LINGELBACH, COO

The Consolidated Financial Statements of Intercell AG for the fiscal year from January 1, 2008 to
December 31, 2008, 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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DECLARATION BY
THE MANAGEMENT BOARD

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 Interna-
tional 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 5, 2009

The Management Board:
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GERD ZETTLMEISSL, CEO

V&- G /' B /k.cv_
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ALEXANDER VON GABAIN, CSO WERNER LANTHALER, CFO

p 2

THOMAS LINGELBACH, COO

The Consolidated Financial Statements of Intercell AG for the fiscal year from January 1, 2008 to
December 31, 2008, 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.

The financial statements of Intercell AG according to UGB (separate financial statements) are

available for download on www.intercell.com.
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INVESTOR RELATIONS

SHAREHOLDER STRUCTURE ( December 31, 2008 )

Free Float 76.9%

4

Management 2.0%

Treasury Shares 0.8%

‘ Deutsche Bank 5.0%

Novartis 15.3%

INSTITUTES AND ANALYSTS COVERING INTERCELL AG

Bank Vontobel

Markus Metzger

Berenberg Bank

Anna Patrice, Christian Ludwig

Bryan, Garnier & Co

Martin Brunninger

Capital Bank

Martin Michalky

Deutsche Bank

Michael Leuchten

Erste Bank der oesterreichischen Sparkassen AG

Guenther Artner, Vladimira Urbankova

Goldman Sachs

Mick Readey

Jefferies International Ltd.

Peter Welford, Philippa Gardner, Tara Shivarattan

Merrill Lynch

Brigitte de Lima

Morgan Stanley

Nick Nieland, Andrew Baum

Sal. Oppenheim

Peter Duellmann

INTERCELL RUNS AN INVESTOR RELATIONS PROGRAM THAT INCLUDES THE FOLLOWING:

e Annual General Meeting
e Shareholder Day

e R&D Days, themed events covering topics of interest

¢ One-on-one and group meetings with investors and analysts

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

2008 FINANCIAL CALENDAR

March 2, 2009: Preliminary results announcement for the year ended December 31, 2008
May 11, 2009: Q1 results for the three months ended March 31, 2009

June 19, 2009: Annual General Meeting

June 26, 2009: Dividend Record & Payment Date*

August 17, 2009: Q2 results for the 3 and 6 months ending June 30, 2009

November 9, 2009: Q3 results for the 3 and 9 months ending September 30, 2009
November 27, 2009: Shareholder Day

*no dividend payment to be expected

PERFORMANCE GRAPH
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For further information, please contact:
Intercell Investor Relations, investors@intercell.com, T +43-1-20620-1303
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CONTACT INFORMATION

INTERCELL HEADQUARTERS

INTERNATIONALLY LOCATED IN A LIFE SCIENCE THINK TANK

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

INTERCELL AG

Campus Vienna Biocenter 3
1030 Vienna

Austria

P: +43-1-20620

F: +43-1-20620-800

E: communications@intercell.com

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

INTERCELL USA, INC.
Intercell USA focuses on the discovery and development of vaccines and immune system stimulants,
administrated via a novel, needle-free vaccine patch technology.

INTERCELL USA, INC.
20 Firstfield Road
Gaithersburg, MD 20878
United States of America
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