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Corporate mission

Oxford BioMedica’s mission is to be the leading company in the
development and commercialisation of gene-based medicines,
which provide safe and effective treatments for patients with
diseases that have an unmet medical need. Oxford BioMedica
operates to high standards of integrity in its dealings with all
parties, including shareholders, employees, patients, healthcare
professionals, partners, licensees and the wider community, and
seeks significant returns for shareholders through the application
of scientific, commercial and operational excellence.
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TroVax®: cancer

Licensing discussions at advanced stage

International Phase Il TRIST trial for renal cancer in progress

FDA Special Protocol Assessment for Phase Il TRIST trial received

Positive recommendation for orphan drug designation in EU for renal cancer
Encouraging results from Phase Il trials in renal, colorectal and prostate cancer

UK clinical network committed to Phase Ill trial in colorectal cancer

MetXia®: cancer

Three dose levels of cyclophosphamide alongside MetXia successfully evaluated in second
stage of Phase Il trial in pancreatic cancer

5T4 targeted antibody therapy/CME-548: cancer

Wyeth completed key preclinical studies

ProSavin®: Parkinson’s disease

ProSavin outperformed standard treatment in preclinical studies
Manufacturing of clinical material initiated in GMP facility

Regulatory process for start of clinical trials underway

RetinoStat®: retinopathy
Preclinical results with optimised clinical candidate confirmed efficacy

Preparations for clinical trials initiated

StarGen™: Stargardt’s disease

Preclinical programme initiated in collaboration with the Foundation Fighting Blindness

Technology licensing

LentiVector® technology licensing agreement with GlaxoSmithKline
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Company
OVETVIEW

OPERATIONS

Oxford BioMedica is a biopharmaceutical
company established in 1996 as a spin out
from Oxford University and is listed on the
London Stock Exchange. The Company has
raised £117 million (before costs) through
market issues of equity since its inception
and has no debt obligations. The Company
has a staff of 72, mainly based in its
laboratories and offices in Oxford. It also has
a wholly owned subsidiary, BioMedica Inc, in
San Diego, USA.

Oxford BioMedica has created a broad
pipeline of development candidates that use
genes as the mediators of a therapeutic
effect. The Company’s gene-based products
deliver therapeutic molecules, whilst its
gene-based immunotherapy products
deliver genes that recruit the patient’s
immune system for therapeutic benefit. The
genes are delivered by the Company’s highly
engineered viral systems.

Oxford BioMedica has established a pipeline
of gene-based product candidates. The most
advanced candidate is being evaluated in an
international Phase Ill trial. In addition to its
technical research skill-base, the Company
has in-house clinical, regulatory and
manufacturing capabilities. External
organisations are used to provide certain
capital and labour intensive services such as
manufacturing and management of clinical
trials but always under the close supervision
of the Company’s staff. The Company
maintains and continues to build an
extensive intellectual property portfolio. The
product candidates and technologies are
protected by over 80 patent families, which
represent one of the broadest patent estates
in the field.

Oxford BioMedica has corporate
collaborations with Wyeth, Intervet, Sigma-
Aldrich, Viragen, MolMed and VIRXSYS; and
has licensed its LentiVector technology to a
number of companies including Pfizer,
GlaxoSmithKline, Merck & Co and Biogen
Idec.
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PIPELINE

The Company’s development pipeline is
focused on treatments for cancer and
neurological diseases. Two products are
currently in clinical trials and at least two
further candidates are expected to enter
clinical development in 2007. The oncology
pipeline comprises three major product
candidates as well as a product for treating
cancer in companion animals. The
neurotherapy programmes principally
address diseases associated with ageing,
inherited conditions and vision loss, where
there are inadequate or no current
treatment options for patients. The
neurotherapy development portfolio
expanded to six therapeutic candidates
during 2006, with the addition of the
preclinical candidate, StarGen, for Stargardt’s
disease.

PRODUCT CANDIDATES

TROVAX®: RENAL, COLORECTAL AND
PROSTATE CANCER

TroVax is Oxford BioMedica’s lead cancer
immunotherapy product. It is designed to
stimulate a specific anti-cancer immune
response and has potential application in
many tumour types. The product induces an
immune response against the tumour
antigen 5T4, which is broadly distributed
throughout a wide range of solid tumours.
The product consists of a Modified Vaccinia
Ankara (MVA) virus, which delivers the gene
for 5T4. Vaccinia viruses are widely used as
delivery systems for antigen-specific
vaccines. MVA is the vaccinia virus strain of
choice because of its excellent safety profile
and its effectiveness in stimulating an
immune response. Once the immune system
is activated by TroVax, antibodies and killer T-
cells can migrate round the body seeking
out and destroying cancer cells bearing 5T4.

Over 180 patients have now been treated
with TroVax in ten clinical trials in renal,
colorectal and prostate cancer. TroVax has

been safe and well tolerated in all trials to
date. There have been no serious adverse
events related to the product. The clinical
data show that over 95% of patients treated
with TroVax mount an anti-tumour immune
response to the 5T4 tumour antigen, and, in
a number of clinical studies, there is a strong
correlation between the level of the immune
response elicited by TroVax and the clinical
benefit to patients.

In 2006, Oxford BioMedica started a 700-
patient Phase Il trial of TroVax in renal
cancer. The trial is designed to support initial
product registration for TroVax in the USA in
2009. TroVax has attracted external support
from Cancer Research UK and clinical trial
networks in both the UK and the USA. These
organisations are conducting or planning
clinical trials, including Phase IlI trials, with
TroVax in various cancer settings.

Worldwide cancer vaccine revenues are
estimated to reach approximately US$6
billion by 2010 (Arrowhead). Renal cell
carcinoma (RCC) is the most common form
of kidney cancer. More than 150,000 people
are newly diagnosed with RCC worldwide
each year. Prognosis is very poor. If RCC has
metastasised to other organs at the time of
first diagnosis, the five-year survival rate is
less than 5%. In the USA and Europe, RCC
accounts for more than 33,000 deaths each
year. With ongoing development in renal,
colorectal and prostate cancer, TroVax is
addressing markets that currently exceed
US$8 billion based on annual sales of
existing cancer treatments (Datamonitor).

METXIA®: PANCREATIC CANCER

MetXia is Oxford BioMedica’s cancer
therapeutic, designed to enhance the
effectiveness of cyclophosphamide, which is
a widely used cancer therapy. MetXia uses a
highly-engineered retrovirus gene delivery
system to deliver a specific human
cytochrome P450 gene. The product is
administered locally to the tumour site,
enabling the P450 enzyme to be produced
locally. The enzyme activates the prodrug
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cyclophosphamide at the tumour site, thus
increasing the effective concentration of the
anti-tumour, cytotoxic derivative of
cyclophosphamide in the tumour mass. In
principle, this should enhance the local
efficacy of cyclophosphamide and reduce
the need for systemic administration. This in
turn should reduce the dose limiting toxicity
of the drug and expand the therapeutic
window.

MetXia is potentially useful in the treatment
of a number of solid tumours and their
metastases, particularly those where
cyclophosphamide is commonly used as a
treatment. Two Phase I/1l trials in patients
with advanced breast cancer and some
cases of melanoma have been successfully
completed. Two formulations of MetXia
were shown to be safe and well tolerated.
The P450 gene, delivered by MetXia, was
readily detected in the treated tumours and
clinical benefit was seen in some patients,
including tumour size reduction.

Current development efforts are focused on
the treatment of pancreatic cancer through
direct administration of both MetXia and
cyclophosphamide to the tumour. In the first
part of a two-stage Phase Il trial in this
indication, the optimal dose of MetXia was
identified. Patient recruitment is ongoing in
the second part of the trial to optimise the
dose of cyclophosphamide.

Pancreatic cancer is the fifth leading cause
of cancer-related mortality in the USA with
over 30,000 deaths attributable to this
disease annually. It is one of the most
aggressive forms of cancer with a five-year
survival rate in the low single percentage
digits, which has created a critical need for
novel treatment options. Annual sales of
existing therapies for pancreatic cancer are
approximately US$600 million
(Datamonitor).

5T4 TARGETED ANTIBODY
THERAPY/CME-548 (WYETH): CANCER

Wyeth has licensed the rights to Oxford
BioMedica’s proprietary antibody against the
5T4 tumour antigen for the treatment of
cancer. Wyeth is using the antibody to
develop an antibody-toxin conjugate, based
on its expertise with the anti-cancer agent
calicheamicin. Wyeth has previously
demonstrated the validity of the concept of
targeted toxins through its successful
development of Mylotarg® for the treatment
of acute myeloid leukaemia. Preclinical
development of the 5T4 targeted antibody
therapy is ongoing and, if warranted, initial
clinical trials are expected to be in patients
with any solid tumours that express the 5T4
tumour antigen. In preclinical studies, the
product, denoted as CME-548 by Wyeth, has
shown improved survival in standard models
of cancer.
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The collaboration with Wyeth is worth
US$24 million in upfront and milestone
payments, plus royalties on product sales.
The collaboration was signed in 2001 as an
option to license and, in 2003, Wyeth
exercised its option to develop the product.

CME-548 could be developed to treat any
solid cancer that expresses the 5T4 tumour
antigen, which, like TroVax, represents a
multi-US$ billion market. Wyeth is
responsible for the development and
commercialisation of the product.

TROVAX-VET® (INTERVET): CANCER IN
ANIMALS

TroVax-Vet is Oxford BioMedica’s veterinary
5T4 tumour antigen-targeted
immunotherapy programme for the
treatment of cancer in companion animals,
focusing on dogs and cats. The product is
licensed to Intervet, which is the world’s
largest animal vaccine company and a unit
of Organon BioSciences. Preclinical
development is largely complete, and a
regulatory submission for the start of field
trials in dogs with naturally occurring cancer
is expected in 2007.

Cancer is a major cause of death in pet dogs
and cats, with an estimated prevalence of
ten million worldwide. There are no cancer
vaccines currently available for these
animals, and it is estimated that the market
could exceed US$200 million. Under the
collaboration, Intervet is responsible for
development and commercialisation and
Oxford BioMedica receives development
milestones and royalties on product sales.

PROSAVIN®: PARKINSON’S DISEASE

The Company’s lead neurobiology product,
ProSavin, provides a novel approach to the
treatment of Parkinson’s disease. ProSavin
uses a LentiVector system to deliver the
genes for three enzymes that are required
for the synthesis of dopamine. The product
is administered locally to the region of the
brain called the striatum, converting cells
into a replacement dopamine factory within
the brain, thus replacing the patient's own
lost source of the neurotransmitter.

Preclinical studies have shown that ProSavin
appears safe, well tolerated and provides
long term efficacy in industry-standard
models of Parkinson’s disease. The most
recent data show almost total recovery of
movement behaviour in a model of the
disease from about five weeks after a single
administration of ProSavin through to the
latest time point of 15 months. This outcome
is rarely achieved in this model according to
the literature.

Oxford BioMedica has initiated the
regulatory process with a European agency

for approval to start clinical trials of
ProSavin. The clinical material is being
manufactured and a Phase /11 trial in
patients with moderate to late-stage
Parkinson’s disease is being planned.

Parkinson's disease is a chronic, progressive
neurodegenerative movement disorder,
characterised by tremors, rigidity and
difficulty of movement. There are about 1.5
million people living with the disease in the
USA (National Parkinson Foundation).
Typically, the disease develops after the age
of 65 and so, as the population is living
longer, the market is likely to expand. The
current worldwide market for Parkinson’s
disease therapies is about US$3 billion. None
of the existing products provide long term
relief from symptoms, which is the
expectation for ProSavin based on the
preclinical data. In addition current
treatments are complicated by side effects.

RETINOSTAT®: RETINOPATHY

RetinoStat is the Company’s novel gene-
based treatment for neovascular age-related
macular degeneration (AMD) and diabetic
retinopathy (DR), which are caused by the
unregulated and aberrant growth of leaky
and disruptive blood vessels in the retina.
The product uses the LentiVector system to
deliver two anti-angiogenic genes that block
the formation of new blood vessels in the
retina. The therapeutic genes, angiostatin
and endostatin, have been exclusively
licensed by Oxford BioMedica for use in
treatments of ocular diseases from
Entremed Inc.

Oxford BioMedica has shown that
RetinoStat, when administered to the eye,
targets the retina with great accuracy and
can effectively deliver the anti-angiogenic
proteins. Preclinical studies have shown
statistically significant efficacy in an
industry-standard model of AMD. Additional
studies are ongoing at the Johns Hopkins
Hospital in the USA, in collaboration with a
US charity, the Foundation Fighting
Blindness. These studies are designed to
support a regulatory submission for clinical
trials, which are expected to start in 2008.

AMD and DR are major causes of blindness
in the developed world. AMD affects an
estimated 25 to 30 million people in the
western world. Neovascular AMD accounts
for 90% of all severe vision loss from the
disease. DR affects approximately 50% of
people diagnosed with diabetes.

Existing treatments for both conditions have
to be administered many times over many
years by direct injection into the eye.
RetinoStat has a potential competitive
advantage, as it would require only a single
or infrequent administration. Analysts’
estimates, published in the Wall Street



Journal, suggest that sales of an effective
treatment for macular degeneration could
exceed US$! billion per annum.

STARGEN™: STARGARDT’S DISEASE

StarGen is Oxford BioMedica’s novel gene-
based therapy for the treatment of
Stargardt’s disease. The disease is caused by
a mutation of the ABCR gene which leads to
the degeneration of photoreceptors in the
retina and vision loss. StarGen uses the
Company’s LentiVector system to deliver a
corrected version of the ABCR gene. It is
administered directly to photoreceptors in
the retina.

StarGen has shown preclinical efficacy in the
only available model of Stargardt’s disease.
A single administration was effective for the
duration of this six-month study. Further
preclinical development is ongoing at
Columbia University in the USA, in
collaboration with the Foundation Fighting
Blindness (FFB), which is also collaborating
on the RetinoStat programme, and FFB’s
support organisation, the National
Neurovision Research Institute.

Stargardt’s disease is the most common
juvenile degenerative retinal disease with

a US and EU population of approximately
50,000 cases and an incidence of 1/10,000
(600 new cases per year). There are no
current treatment options for patients but,
based on prevalence, the commercial market
could exceed US$75 million.

MONUDIN®: MOTOR NEURON
DISEASE

MoNuDin is the Company’s LentiVector-
based product candidate for treating motor
neuron disease. The product is administered
directly into relevant muscle groups, and
delivers the gene for vascular endothelial
growth factor (VEGF), which protects motor
neurons. The product is being developed
initially for the treatment of amyotrophic
lateral sclerosis (ALS).

The Company has published preclinical
efficacy results in an industry-standard
model of ALS, which suggest that MoNuDin
may be one of the most effective potential
therapies in the field to date. Further
preclinical development is ongoing. The
programme has received financial support
from charitable organisations in both the
USA and the UK.

ALS, often referred to as Lou Gehrig's disease,
is the most common form of motor neuron
disease that affects nerve cells in the brain
and the spinal cord. According to the ALS
Survival Guide, 50% of ALS patients die
within 18 months of diagnosis and 80% die
within five years. In the USA, an estimated
30,000 people are living with ALS and nearly

6,000 new cases are diagnosed annually
(ALS Association). There are currently no
available treatments that halt or reverse ALS.

SMN-1G: SPINAL MUSCULAR ATROPHY

SMN-1G is Oxford BioMedica’s LentiVector-
based therapeutic to treat another form of
motor neuron disease, spinal muscular
atrophy (SMA). This disease is caused by a
mutation in the SMNL! gene that leads to a
deficiency in the survival motor neuron
(SMN) protein. SMN-1G restores levels of
SMN protein by delivering the corrected
version of the SMNL! gene using the
LentiVector system.

Oxford BioMedica has published preclinical
efficacy results with SMN-1G in a model of
SMA and further preclinical optimisation
studies are ongoing. The programme has
previously benefited from financial support
from the US charity, FightSMA.

SMA is one of the most common inherited
causes of death in childhood and is, as yet,
incurable. Reduced levels of active SMN
protein have a severe affect on motor
neurons and lead to muscle deficiency
throughout the body. Over 25,000
Americans are believed to suffer from SMA,
which makes the condition comparable in
prevalence to ALS and cystic fibrosis. As with
ALS, there is a pressing need for effective
treatments.

INNUREX®: SPINAL CORD INJURY

Innurex is the Company'’s gene-based
product for the treatment of spinal cord and
related injuries through nerve regeneration.
Based on the LentiVector technology, the
product carries the gene for a subtype of the
retinoic acid receptor (RARB2) that can
induce nerve cells to re-grow. Oxford
BioMedica collaborates with King’s College
London, UK, on the Innurex programme.

The Company has reported encouraging
preclinical results in models of avulsion
(stretch) injury. More recently, preclinical
studies in models of spinal cord injury have
shown a statistically significant
improvement in both sensory and motor
functional ability with Innurex compared to
placebo. These data suggest that Innurex
may be useful in the treatment of both
stretch injury and the technically more
challenging spinal cord damage. Further
preclinical studies are ongoing. Oxford
BioMedica’s collaboration partner for
Innurex, King’s College London, received a
grant for the programme in 2004 from the
Christopher Reeve Paralysis Foundation.

Within the field of neurobiology, the ability
to regenerate and repair nerves has been a
long sought goal, as this could form the
basis of treatments for nerve damage and

spinal cord injury. These debilitating
conditions affect approximately 20,000
people per year in Europe and the USA and,
as there are currently no effective
treatments, prognosis for functional recovery
is generally poor. The commercial market for
an effective treatment could be as large as
US$2 billion.

TECHNOLOGY

Oxford BioMedica has developed proprietary
gene delivery technologies, which are used
in its therapeutic product candidates, but
that also have other applications ranging
from disease modelling and target
validation in drug discovery to the creation
of transgenic animals for biomanufacturing.

Oxford BioMedica's proprietary LentiVector
technology represents one of the most
advanced gene delivery systems currently
available. Licensed users include Biogen Idec,
GlaxoSmithKline, Merck & Co and Pfizer.
Oxford BioMedica also has a strategic
alliance with Sigma-Aldrich to develop and
commercialise LentiVector-based reagents
for the research market. As a platform for
gene therapy, it has broad utility for the
treatment of chronic disorders such as
neurodegenerative and ocular diseases.

Based on lentiviruses, LentiVector offers
permanent gene transfer to a broad range of
dividing and non-dividing cells, including
neurons and retinal cells, in a stable and
efficient fashion. The LentiVector technology
is designed to be safe and non-toxic, as no
viral genes are taken into the target cell.

The Company has shown in preclinical
studies that gene expression using the
LentiVector technology is maintained for
more than 18 months. To date, Oxford
BioMedica has not identified a situation
where expression has ceased during the
course of an experiment. Oxford BioMedica
has established a broad pipeline of
neurotherapy product candidates based on
its LentiVector technology.
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“We achieved a key development milestone
by commencing a Phase III clinical trial
with TroVax”
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Chairman’s

report

| am pleased to report another year of
excellent progress for Oxford BioMedica. We
have advanced both our development and
our commercialisation activities. In 2006, we
achieved a key development milestone by
commencing a Phase lll clinical trial with
TroVax, our lead cancer immunotherapy
product, and made good progress towards
the objective of starting clinical trials of
ProSavin, our product for Parkinson’s disease.
Our key commercial focus in 2006 was to
secure a commercial partner for TroVax. We
have progressed to an advanced stage of
negotiations with potential partners and
remain committed to achieving this goal.
Also in 2006, the Company celebrated its ten
year anniversary. | am extremely proud that
we have established one of the world’s
leading gene therapy companies with a
broad pipeline and suite of technologies in
that time. We remain committed to our
corporate mission to improve patient lives
by bringing safe and effective gene-based
treatments to the market and, in doing so, to
create long term value for shareholders.

ONCOLOGY OVERVIEW

The need for new cancer therapies has never
been greater and the pharmaceutical
industry has recognised that vaccines could
play a significant role as additional
treatment options for patients. We believe
that TroVax has the potential to be one of
the first of a new generation of cancer
vaccines, and that it could provide benefit in
a number of different cancers. In 2006, we
reported further positive data from the
Phase Il programme of TroVax, including
final data from the colorectal cancer trials
and interim data from trials in patients with
renal and prostate cancer. Over 180 patients
have now been treated with TroVax, and the
product has an excellent safety profile with
evidence of efficacy in multiple cancer
settings. Starting the Phase Il TRIST trial of
TroVax in renal cancer in November 2006
was a major milestone for the Company. We
are very encouraged to have support from

the FDA, which earlier in the year agreed a
Special Protocol Assessment for the trial.
This provides a clear path to approval and
launch of TroVax in the USA if the trial is
successful. We expect further data from the
TroVax clinical programme during 2007,
including the first review by the Data Safety
Monitoring Board of TRIST. Our commercial
negotiations for TroVax are well advanced
and, subject to final agreement, we expect
to conclude a global licensing deal with a
major pharmaceutical company.

Our second clinical candidate, MetXia, has
progressed in clinical development, but more
slowly than anticipated due to the
aggressiveness of the disease and, hence,
poor patient recruitment. A Phase Il trial of
MetXia as a localised therapy alongside
chemotherapy in patients with operable
pancreatic cancer is ongoing. The data
continue to look encouraging and we are
taking steps to accelerate patient
recruitment, whilst considering our
commercial options for the programme. Also
in oncology, during 2006, we were delighted
that our partner Wyeth announced that it is
continuing its preclinical evaluation of our
collaborative product candidate,

CME-548. The commencement of clinical
development will trigger a milestone
payment under our agreement.

As our TroVax development programme
matures, we are considering strategic
opportunities to broaden our oncology
portfolio and exploit our expertise in cancer
immunotherapy and biological products.

NEUROTHERAPY OVERVIEW

The development of novel neurobiological
products is one of the fastest growing
sectors in the pharmaceutical industry. Our
neurotherapy pipeline, which is based on the
Company'’s core LentiVector gene delivery
technology, continues to attract interest
from industry and support from charitable
and patient organisations. Our products are
addressing debilitating diseases with unmet

medical need. With an aging population,
neurodegenerative diseases are a growing
burden to the healthcare system. A recent
US study raised concerns about the lack of
long term effective treatments for
Parkinson’s disease, which is costing society
US$27 billion a year in medical bills and lost
wages.

In 2006, we made good progress towards
the goal of starting clinical trials of our
novel gene therapy product for Parkinson’s
disease, ProSavin. The process of scaling-up
the manufacture and transferring this to a
facility capable of producing clinical-grade
material was a technical challenge. The
product is entirely novel and therefore
required the development of a completely
new manufacturing process. As a result we
had to overcome some unforeseen hurdles
along the way. However, these issues have
now been addressed, the manufacturing
technology has been successfully
transferred to a contract manufacturer and
initial regulatory meetings have been held.
Final toxicology and dosing studies remain
to be completed and we expect to make
formal regulatory submissions for the first
clinical trial of ProSavin in 2007.

We have also made progress with our other
neurotherapy programmes, including the
completion of further preclinical studies to
support the start of human trials with both
RetinoStat for vision loss and MoNuDin for
motor neuron disease. Furthermore, we are
currently in discussions with patient groups
and charities to secure funding to support
the ongoing development of our drug
candidate for spinal muscular atrophy,
SMN-1G.

During 2006, we expanded our
neurotherapy pipeline by formally
commencing preclinical development of a
LentiVector-based therapy to treat an
inherited ocular condition, Stargardt’s
disease. A leading US blindness charity, the
Foundation Fighting Blindness, the National
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“Our products are addressing debilitating
diseases. With an aging population
neurodegenerative diseases are a growing
burden to the healthcare system”

Neurovision Research Institute and a
consortium of investors are funding the
development of this product, named
StarGen. Our strategy is to expand our
pipeline further by following a similar
approach for other inherited ocular diseases.
These diseases tend to have limited
prevalence but represent an unmet medical
need for safe and effective therapies. As the
timelines for development of these
therapies would be relatively short, the
commercial opportunity could be
considerable. We have been encouraged by
the active support of dedicated charities in
these disease areas, which enables us to
share the risk of product development
whilst maintaining commercial flexibility.

LICENSING AND COLLABORATIONS
OVERVIEW

Our LentiVector technology is becoming the
gold standard gene delivery tool in
pharmaceutical research as evidenced by an
increasing number of users of LentiVector-
based reagents through our alliance partner,
Sigma-Aldrich, and through direct licensees
of the technology. Sigma-Aldrich has
launched a suite of reagents based on our
technology, and is planning further launches
in 2007. Oxford BioMedica receives royalties
on Sigma-Aldrich’s global sales of these
reagents. In 2006, GlaxoSmithKline joined
other major pharmaceutical and
biotechnology companies by licensing our
LentiVector technology for research use in a
joint agreement with Oxford BioMedica and
Sigma-Aldrich. Also during the year, another
of our licensees expanded its agreement to
a worldwide perpetual licence.

FINANCIAL OVERVIEW

Our financial results for 2006 reflect
increased investment in clinical
development, most notably relating to
TroVax. Net cash used in operating activities
during 2006 rose to £15.7 million (2005: £7.3
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million). Revenue, which is primarily annual
fees for technology licensing, was
unchanged at £0.8 million. The start of the
Phase Il TRIST trial of TroVax contributed to
an increase of 109% in research and
development costs for 2006 to £19.5 million
(2005: £9.3 million). We closed the year with
a net balance of cash, cash equivalents and
short term deposits of £28.5 million (2005:
£43.8 million). Our current resources are
sufficient to support operations, including
the TRIST trial, until mid-2008 and we do not
anticipate the need to raise additional funds
ahead of achieving our major commercial
objective of a global collaboration for TroVax.

CORPORATE REPORTING

This year’s Annual Report follows a similar
format to last year with the addition of a
‘Company Overview’ section that describes
our operations and capabilities, together
with a profile of our core product candidates
and technology. We strive to be transparent
in our communications and we have
designed the Annual Report to present a
clear picture of strategy, performance and
practices. We have provided a ‘Business
Review’ that is intended to provide
shareholders and other stakeholders with a
balanced and comprehensive assessment of
our operational activities and strategy. The
Business Review includes an analysis of our
performance compared to our objectives for
2006, describes how and why actual events
may have differed from those forecast, and
sets out our objectives for 2007. As before,
we have also provided details of the
Company’s working practices in relation to
our corporate social responsibility.

RISKS AND UNCERTAINTIES

It should be noted that future events may
cause us to adjust our strategic objectives
and priorities. For any organisation with a
broad and commercially relevant patent
estate, there is the risk that patents are

proved to be invalid or unenforceable and
patents may be challenged through
opposition or revocation proceedings. There
are inherent risks in the development of new
therapeutic candidates: data from preclinical
or clinical studies may be inconclusive or
may reveal previously unforeseen adverse
events; and regulatory authorities may reject
submissions or request that additional
information be provided. Such events could
delay or halt further development of any of
the Company’s product candidates. In
addition, our commercial partners and
licensees may delay their development
efforts or terminate their collaboration or
licence agreement with Oxford BioMedica
for reasons unrelated to the product or
technology. Similarly, the timing of certain
events such as manufacturing scale-up,
recruitment into clinical trials, regulatory
interactions and the signing of corporate
collaborations are difficult to predict.
Furthermore, as part of our portfolio
management strategy, we may identify new
technologies and product opportunities for
development and commercialisation.
However, statements relating to future
events and objectives within this document
are set out in good faith and represent the
Board’s realistic expectations based on
current knowledge.

BOARD AND PEOPLE

Our total staff headcount has remained
relatively stable during 2006 at
approximately 72 full-time employees.
During the year, there were two changes to
the Board. Dr Michael McDonald, who joined
Oxford BioMedica in 2005 as Chief Medical
Officer, was appointed to the Board as an
Executive Director in February 2006. Mike
has considerable experience in clinical
development and regulatory affairs gained
over 20 years in the pharmaceutical and
biotechnology industry, and | welcome him
to the Board. Raj Uppal, a Non-Executive
Director, resigned from the Board in March
2006 to pursue other interests. | would like



to thank Raj for his valuable contribution to
Oxford BioMedica. He has been an excellent
source of advice over the years, having
joined the Board in February 2001 A
replacement Non-Executive Director is
being sought.

OUTLOOK

As we move into our next decade, | am more
confident than ever that we have the
elements in place to become a successful
biopharmaceutical company. We have set
clear, near-term objectives for our lead
programmes. As we achieve these key
development and commercial milestones,
we expect to accelerate some of our early-
stage product candidates and to expand the
pipeline with new development
opportunities that make the best use of our
strengths and expertise. We look forward to
delivering on these goals during 2007.

I would also like to recognise the support
and commitment shown to Oxford
BioMedica by our partners, licensees and
shareholders, and most importantly, the
skills, knowledge and dedication of our staff,
which are critical to the success of Oxford
BioMedica. | am, as ever, grateful to them for
their efforts, which have helped to shape our
progress.

Dr Peter Johnson
CHAIRMAN

“As we move into our next
decade, I am more confident
than ever that we have the
elements in place to become a
successful biopharmaceutical
company’

OXFORD BIOMEDICA PLC
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“Oxford BioMedica’s corporate
strategy is to create a profitable
biopharmaceutical company by
building a robust pipeline of
gene-based products and bringing

these to the market”

]
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review

STRATEGY

CORPORATE STRATEGY

Oxford BioMedica’s corporate strategy is to
create a profitable biopharmaceutical
company by building a robust pipeline of
gene-based products and bringing these to
the market. The existing pipeline is based on
in-house or collaborative research and
development efforts. However, the Company
may also acquire or in-license products that
complement this pipeline. The Company has
focused its efforts in the areas of oncology
and neurotherapy, and its current product
candidates address diseases with unmet
medical need that potentially offer
substantial commercial return. Part of the
strategy pursued by the management team
is to ensure that the Company’s value is not
dependent on a single candidate but, rather,
derives from a balanced portfolio of
candidates in complimentary areas. In 2006,
the Company added a tenth development
candidate to its portfolio, which targets an
inherited ocular disorder and is being
developed in collaboration with a US charity.

Oxford BioMedica also pursues other
development opportunities, where these can
be achieved through collaboration and
external financing. In addition, the Company
has an active licensing strategy that
provides third-party access to its intellectual
property for non-exclusive research use or
exclusive access for specific applications. In
2006, the number of licensed users of the
Company’s gene delivery technologies
increased to nine, with the addition of
GlaxoSmithKline. To maximise sales of the
LentiVector technology as a research tool,
Oxford BioMedica has established an
exclusive alliance with Sigma-Aldrich, which
is one of the world’s leading providers of
reagent kits to the research market.

The Company’s broad commercial

strategy is to secure development and
commercialisation partners for its in-house
therapeutic product candidates following
proof of principle in clinical studies.
However, in such agreements, the Company
may seek to retain the rights or options to
commercialise its products in certain
territories. Similarly, the Company may
decide to invest in later stage clinical trials
if the management concludes that it has
adequate resources and that the risk is
acceptable in relation to the potential
increased return for shareholders. The
Company would consider licensing its
products at the preclinical stage only if
sufficiently attractive terms could be
negotiated. For all its commercial
agreements, the Company seeks to
maximise shareholder value by balancing
near-term resource requirements

and long term benefit from product
commercialisation. The key commercial
goal for the Company in the near term is to
secure a global partner for TroVax to bring
the product to market.

FINANCIAL STRATEGY

Oxford BioMedica’s financial strategy is
designed to enable the Company to achieve
its goal of becoming a profitable
biopharmaceutical company. The
management believes that sustainable
profitability, as opposed to profitability
through upfront and milestone payments,
can be achieved within 12 months of the
registration of its first therapeutic product,
which could be in 2009, following successful
completion of the Phase IlI trial of TroVax in
renal cancer. The Company maintains a
principle of having sufficient cash resources
for a minimum operational period of 12
months.

11

The Company has successfully applied for
and been awarded a number of grants over
the years from sources such as the UK
Department of Trade and Industry, the UK
Department of Health and the European
Commission. As a small innovative company,
it qualifies for research and development tax
credits, which have resulted in cash
payments from the UK tax authorities.

The Company benefits from other sources of
direct and indirect development funding. In
2006, cancer organisations in both the USA
and UK confirmed their support to conduct
further specific clinical trials with TroVax.
This support is provided without obligations
and Oxford BioMedica will retain all
commercial rights to the product. Similarly,
the neurotherapy portfolio has received
sponsorship from a number of disease-
focused charitable organisations, through
direct funding of preclinical studies or
grants to the Company. In 2006, the
Foundation Fighting Blindness expanded its
relationship with Oxford BioMedica by
signing a research agreement to develop a
portfolio of gene therapy products for the
treatment of eye diseases.

The Company’s licensing and collaboration
strategy provides near-term revenue and the
prospect for substantial future payments
linked to development and
commercialisation success. Some existing
agreements provide annual fees and others
include milestone payments and royalties or
a share of income. The Directors anticipate a
substantial increase in revenue in future
years from the Company’s licensing and
collaboration activities.

OXFORD BIOMEDICA PLC
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“The clinical data that have been

generated to date place TroVax

amongst the leading cancer
immunotherapy candidates
in development worldwide”

ONCOLOGY

The oncology pipeline at Oxford BioMedica
exploits the expertise of the Company and
its partners in tumour biology, immunology
and product development. The oncology
pipeline comprises three major product
candidates as well as a product for treating
cancer in companion animals. These novel
cancer therapies are designed to deliver a
combination of improved efficacy and safety
over existing treatments.

In 2006, Oxford BioMedica achieved key
milestones in the development of TroVax,
including the start of the Phase Il TRIST trial
in renal cancer, which could support product
registration in 2009. During the year, the
Company also received further commitment
from QUASAR, a UK-based clinical trials
network, which is expected to conduct a
Phase Il trial in colorectal cancer. In parallel,
discussions with major pharmaceutical
companies for a global commercial licence
for TroVax have reached an advanced stage.
The Phase Il trial of MetXia in pancreatic
cancer is progressing more slowly than
anticipated and the Company has
implemented changes that are designed to
accelerate patient recruitment. The
Company'’s partners, Wyeth and Intervet,
made progress with their respective cancer
programmes during 2006.

TROVAX®

Over 180 patients have now been treated
with TroVax in ten clinical trials in colorectal,
renal and prostate cancer. Four Phase |l trials
in renal cancer and a Phase Il trial in
prostate cancer are ongoing and continue to
show encouraging results. About 100
patients have been enrolled in these five
trials to date.

In November 2006, the Company achieved
an important milestone by starting its
planned Phase IlI trial, TRIST (TroVax Renal
Immunotherapy Survival Trial) in renal
cancer. More than 40 clinical centres in the

OXFORD BIOMEDICA PLC

USA, European Union and Eastern Europe
are now actively recruiting patients. In
January 2007, the UK National Cancer
Research Network (NCRN), which provides
the UK National Health Service (NHS) with
the infrastructure to support cancer clinical
trials, agreed to adopt the trial. The NCRN’s
adoption of TRIST means that multiple NHS
centres are able to participate in the study,
which should facilitate rapid recruitment of
patients in the UK. In reaching its decision to
adopt the TRIST trial, the Renal Cancer
Clinical Studies Group of the NCRN
evaluated TroVax and the trial design and
concluded that the product offers potential
improvement in patient care for the NHS.

In May 2006, Oxford BioMedica secured an
agreement with the US Food and Drug
Administration (FDA) on a Special Protocol
Assessment (SPA) for the TRIST trial. The
written agreement from the FDA specifies
the design, conduct, analysis and endpoints
of the trial. With an SPA in place, the trial
can be used to support an efficacy claim in
a regulatory submission for product
registration in the USA.

The TRIST study is designed to evaluate
whether TroVax immunotherapy, in
combination with first-line standard-of-care
therapies, prolongs the survival of patients
with locally advanced or metastatic clear cell
renal adenocarcinoma. The study is
randomised, double-blinded and placebo-
controlled. Approximately 700 patients will
be recruited. The primary endpoint is
improvement of survival and secondary
endpoints include progression-free survival,
tumour response rates and quality of life
scores.

The Company has appointed an
independent Data Safety Monitoring Board
(DSMB) to assess the safety and potential
efficacy of TroVax at various time points
during the trial. The first DSMB review is
anticipated in the second half of 2007. The
duration of the trial will be determined by
the number of survival events (deaths) in the

study group, and the trial is expected to
reach a conclusion in 2008-09. If the trial is
successful, TroVax could be submitted for
product registration in 2009.

In December 2006, Oxford BioMedica
received a positive opinion from the
Committee for Orphan Medicinal Products
(COMP) recommending orphan drug
designation for TroVax for the treatment of
patients with renal cancer in the European
Union (EU). The COMP is part of the
European Medicines Agency (EMEA). The
European Commission adopted this opinion
in January 2007, which ensures a ten-year
marketing exclusivity for TroVax within the
EU. In addition, Oxford BioMedica and its
prospective partner will benefit from a
simplified, accelerated and cost-effective
approval procedure under the consultative
guidance of the EMEA. The Company plans
to request the equivalent orphan drug
status in the USA.

During the year, data from the Phase Il trials
of TroVax were presented at a number of key
oncology meetings. The Annual Meeting of
the American Society of Clinical Oncology in
June 2006 was an important forum for
TroVax. Oxford BioMedica’s scientists along
with external clinical investigators from
cancer centres in the USA and from Cancer
Research UK presented data from five Phase
Il studies of TroVax in colorectal and renal
cancer.

Ongoing analysis of two completed Phase I
trials in 36 patients, in which TroVax was
evaluated as a first-line treatment for
metastatic colorectal cancer alongside
chemotherapy, showed that 95% of patients
who received both TroVax and at least six
cycles of chemotherapy experienced disease
control based on unaudited tumour
response data. Encouragingly, 60% showed
complete or partial tumour responses
(tumour shrinkage). In the analysis of
patients that received at least two TroVax



TROVAX®

Key Highlights for 2006

« Licensing discussions at advanced stage

for renal cancer

cancer and prostate cancer

colorectal cancer

Key Objectives for 2007
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International Phase III TRIST trial for renal cancer in progress
FDA Special Protocol Assessment for Phase III TRIST trial

Positive recommendation for orphan drug designation in EU
Encouraging results from Phase II trials in renal cancer, colorectal

UK clinical network, QUASAR, committed to Phase III trial in

« Finalise global licensing deal with a major pharmaceutical

company

e Report further results from Phase II trials in renal cancer

» Report results from the Phase II trial in prostate cancer

« First review by Data Safety Monitoring Board of Phase III TRIST trial in

renal cancer

e US National Cancer Institute to initiate Phase II trial in breast cancer

immunisations and were therefore able to
raise an anti-tumour immune response,
TroVax extended median survival to 80
weeks from 72 weeks based on historical
controls for chemotherapy alone. Similarly,
TroVax improved survival at twelve months
from 70% to 90%. Importantly, as at 21
August 2006, nine patients (25%) remained
alive with an average follow-up time of
almost two and a half years. This level of
survival is higher than expected and may
indicate that TroVax is providing a long term
therapeutic effect after treatment has
halted. As reported previously in 2005, the
primary endpoints of safety and anti-tumour
immunological responses were achieved in
both trials and the results confirmed the
excellent safety profile of TroVax with no
serious adverse events being attributed to
the product.

Data from Cancer Research UK’s Phase Il trial
of TroVax as an adjuvant therapy in patients
with colorectal cancer undergoing surgery
for liver metastases showed that 95% of
patients produced an anti-tumour immune
response. Hence, the primary endpoint of
immunological response was achieved.
Again, TroVax was well tolerated in all

QUASAR to initiate Phase III trial in colorectal cancer

patients with no serious adverse events
associated with the product. Of the 20
patients recruited, 16 had successful surgical
resection of their colorectal cancer liver
metastases. All evaluable resected tumours
were positive for the 5T4 antigen, the target
for TroVax, confirming previously reported
data on the broad distribution of 5T4 on
solid tumours.

In November 2006, a principal clinical
investigator, who is conducting two Phase |
trials of TroVax alongside standard therapy
in renal cancer and a Phase Il trial in
prostate cancer, presented encouraging data
from all three trials at the EORTC-NCI-AACR
Symposium on "Molecular Targets and
Cancer Therapeutics". In renal cancer, data
were available from 33 patients, who had
been heavily pre-treated and were at an
advanced stage of disease prior to entering
the trials. TroVax was well tolerated and
showed promising anti-tumour activity. One
patient had a complete response, i.e. the
tumour mass was completely eradicated.
Two patients developed a partial response.
A further 15 patients showed disease
stabilisation for periods exceeding three
months, including one patient that has been

stable for more than 46 weeks. It is still too
early to assess the endpoint of median
survival in the two studies, as more than
50% of patients remain alive. The
immunological analysis is ongoing. However,
a preliminary assessment showed that
TroVax induced 5T4-specific antibody
responses in 96% of evaluable patients.
Importantly, in patients with clear cell renal
cancer, there was a statistically significant
correlation (p=0.028) between the immune
response to 5T4 and a reduction in patients’
tumour burden. This is particularly
encouraging since it supports the rationale
that the 5T4-specific immune response
induced by TroVax has therapeutic benefit.
Clear cell is the most common subtype of
renal cancer and is the patient group for the
ongoing Phase Il TRIST study.

The Phase Il trial in prostate cancer is
evaluating TroVax as a single agent and in
combination with standard therapy. The trial
has enrolled 27 patients with hormone-
refractory prostate cancer. An initial
assessment showed that TroVax has been
well tolerated and that all patients have
developed a strong 5T4-specific antibody
response.

OXFORD BIOMEDICA PLC
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“More than 40 clinical centres
in the USA, European Union
and Eastern Europe are now
actively recruiting patients
into TRIST”

OXFORD BIOMEDICA PLC



METXIA®

Key Highlight for 2006

» Three dose levels of cyclophosphamide alongside
MetXia successfully evaluated in second stage of
Phase II trial in pancreatic cancer

Key Objectives for 2007

» Report results from stage two of the Phase II trial

in pancreatic cancer

 Define the optimal dose of cyclophosphamide
from stage two of the Phase II trial

« Start discussions with principal investigators
and regulatory authorities to determine the
route to registration in pancreatic cancer

» Progress commercial discussions

In 2006, Oxford BioMedica advanced its
discussions with the QUASAR group
regarding a Phase Il trial of TroVax in early-
stage (Stage II/111) colorectal cancer. QUASAR
is a UK-based clinical trials network that is
funded from a variety of sources including
the UK Medical Research Council and the
Department of Health. QUASAR completed
its evaluation of TroVax and the proposed
trial in May 2006. QUASAR has confirmed its
commitment to conduct the Phase Ill trial
and is seeking financial support from the
appropriate agencies.

The proposed QUASAR trial will be
randomised and placebo-controlled and is
expected to enrol approximately 3,000
patients. The study is designed to support
product registration in Europe and the USA,
and is expected to start before the end of 2007.

The US clinical trials co-operative group,
Southwest Oncology Group (SWOG), has
made progress towards the start of a Phase
I trial with TroVax in breast cancer, which
will be sponsored by the US National Cancer
Institute. In the first half of 2006, the
proposed trial was submitted to the FDA
and no issues were raised. In August 2006,
the study was submitted to the US
Recombinant DNA Advisory Committee and
was similarly accepted, which means that
the trial can commence. Approximately 120
patients will be enrolled in the trial. It has
taken longer than expected for SWOG to
finalise its trial plan and submit to the
authorities but, based on recent discussions,
Oxford BioMedica expects SWOG to
commence patient recruitment during 2007.

Oxford BioMedica remains committed to
securing a suitable commercial partner for
TroVax. The clinical data that have been
generated to date place TroVax amongst the
leading cancer immunotherapy candidates

in development worldwide. The value of the
programme continues to increase as more
data emerge and with the start of Phase IlI
development. Discussions with our lead
prospective partners for a global licence to
TroVax are at an advanced stage, and the
Company expects these to reach a
successful conclusion.

METXIA®

MetXia is potentially useful in the treatment
of a number of solid tumours and their
metastases, particularly those where
cyclophosphamide is commonly used as a
treatment. The Company is targeting its
development efforts for MetXia on the
treatment of pancreatic cancer through
direct administration of both MetXia and
cyclophosphamide to the tumour. A two-
stage Phase Il trial is ongoing in patients
with non-resectable pancreatic tumours.

The Company successfully completed the
first stage of the trial in 2005. Patient
recruitment continues for the second stage
of the trial using a fixed, optimal dose of
MetXia and increasing doses of
cyclophosphamide in up to 25 patients, at
two centres in the UK. The objective of the
second stage is to determine the optimal
dose of cyclophosphamide and to evaluate
clinical benefit in addition to safety.
Recruitment of patients into this part of the
trial is purposefully staged since each
patient must be carefully reviewed for their
response to therapy prior to treatment of
subsequent patients.

Three dose levels of cyclophosphamide
alongside MetXia have been evaluated and
patient recruitment at a fourth dose level is
ongoing. The patients are at an advanced
stage of their disease, and most have

15

“the Company
is evaluating
various
strategic
options,
including
licensing the
programme
to potential
partners”
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5T4 Targeted Antibody Therapy/CME-548:
Survival after treatment in preclinical model of lung cancer

(days)

Control CME-548

5T4 TARGETED ANTIBODY THERAPY/CME-548

(WYETH)

Key Highlights for 2006

» Wyeth completed key preclinical studies

« Wyeth highlighted CME-548 in an R&D
presentation to analysts and investors

Key Objective for 2007

» Wyeth to continue its evaluation of CME-548
in preclinical models



TROVAX-VET® (INTERVET)

Key Highlight for 2006

« Intervet completed preclinical product

optimisation

Key Objective for 2007

o Intervet to start field trials in dogs with
naturally occurring tumours

previously failed to respond to other
therapies. To date, there have been no
serious adverse events associated with
MetXia. Recruitment of patients into the
trial has been slower than expected and the
Company has implemented changes that
are designed to accelerate the study.

Oxford BioMedica expects to report further
safety and outcome data from this trial
during 2007. In addition, the Company
intends to open discussions with the
regulatory authorities to determine the
most expeditious route to obtain regulatory
approval of MetXia for the treatment of
pancreatic cancer.

MetXia could provide a novel treatment
option for the unmet need in pancreatic
cancer and other tumour types. To maximise
the commercial opportunity for MetXia, the
Company is evaluating various strategic
options, including licensing the programme
to potential partners.

5T4 TARGETED ANTIBODY
THERAPY/CME-548 (WYETH)

In 2006, Wyeth completed key preclinical
studies of the 5T4 targeted antibody therapy
in collaboration with Oxford BioMedica. The
product has been denoted by Wyeth as CME-

548 and was described in detail in an R&D
presentation to analysts and investors
hosted by Wyeth in October 2006. Wyeth
continues to evaluate the product in
preclinical models. The expectation is that, if
warranted on completion of preclinical
studies, Phase I/Il development of CME-548
will be in patients with solid tumours that
express the 5T4 tumour antigen. The start of
clinical development will trigger a milestone
payment to Oxford BioMedica under its
US$24 million collaboration with Wyeth.

TROVAX-VET® (INTERVET)

In 2006, Intervet completed its preclinical
optimisation of the canine version of
TroVax-Vet, in collaboration with Oxford
BioMedica, in readiness to commence initial
field trials of the product. Intervet
anticipates a regulatory submission for the
start of field trials in dogs with naturally
occurring cancer in 2007.
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NEUROTHERAPY

The neurotherapy pipeline exploits the
Company'’s proprietary LentiVector gene
delivery technology, and addresses a range
of neurological and ophthalmic conditions.
These are primarily disorders associated
with ageing, inherited diseases and vision
loss. Oxford BioMedica’s novel gene-based
neurotherapy candidates offer potentially
safe and effective therapies for diseases,
where, in some cases, there are currently no
available treatment options.

In 2006, the key objective for the
neurotherapy pipeline was to prepare the
two lead product candidates, ProSavin for
Parkinson’s disease and RetinoStat for
retinopathy, for clinical development. The
Company has made progress on both
programmes. The Company faced some
unexpected manufacturing issues related to
ProSavin, which have been successfully
addressed. The regulatory process that will
lead to a formal submission for the start of
trials with ProSavin is underway. The
Company started pivotal non-clinical studies
with RetinoStat and is preparing for
manufacturing scale-up to support a
regulatory submission for clinical trials.

Given the commonality of the LentiVector
system to all the neurotherapy products, the
infrastructure for ProSavin that relates to
manufacturing scale-up and safety testing
can be applied to the entire portfolio. Hence,
the time invested in ProSavin should
accelerate the programmes for the other
development candidates. The Company
anticipates starting clinical development of
ProSavin and RetinoStat for age-related
macular degeneration within 12 to 18
months with at least one neurotherapy

OXFORD BIOMEDICA PLC

PROSAVIN®

Key Highlights for 2006

« ProSavin outperformed standard treatment in

preclinical studies

e Manufacturing of clinical material initiated in

GMP facility

» Regulatory process for start of clinical trials

underway

Key Objectives for 2007

 Publish preclinical results in medical journal

« Gain regulatory approval for start of clinical trials

o Start Phase I/II trial in patients with moderate to
late-stage Parkinson's disease

product candidate advancing to clinical
development each year thereafter.

The neurotherapy portfolio continues to
attract support from charitable and patient
organisations. In 2006, a sixth preclinical
programme was added to the neurotherapy
portfolio. This new gene-based product
candidate, StarGen for the treatment of an
inherited ocular condition, Stargardt’s
disease, is being developed in collaboration
with the US charity, Foundation Fighting
Blindness and the National Neurovision
Research Institute.

PROSAVIN®

In 2006, Oxford BioMedica made good
progress towards the goal of starting clinical
trials of ProSavin in Parkinson’s disease. The
manufacturing process for production scale-
up was successfully transferred to a facility
that is in compliance with Good
Manufacturing Practice (GMP). This step was
more time-consuming than anticipated, and
this has delayed the formal regulatory
submission to start trials. However, all
remaining issues have been addressed and
the manufacture of GMP clinical material is
now underway and relevant safety studies
using the final product are ongoing. The
manufactured material will be sufficient for
the Company'’s proposed Phase I/1l trial in
patients with moderate to late-stage
Parkinson’s disease.

In the second half of 2006, Oxford
BioMedica had two formal meetings with a
European regulatory agency to discuss the
application to start trials and the
development plan for ProSavin. The
proposed development plan is to conduct a
Phase I/1l trial, then, subject to the efficacy

results in the Phase /11 study, to move
directly to a Phase Ill trial that would be
designed to support product registration
and could commence in 2009. Interactions
with the regulatory agency have been
encouraging and the Company anticipates a
regulatory submission for the start of the
Phase I/ trial in 2007.

At the European Society of Gene Therapy
Annual Congress in November 2006, a
leading neuroscientist presented new
preclinical data from the ProSavin
programme. In industry-standard models of
the disease, ProSavin outperformed the
standard treatment for Parkinson’s disease,
L-DOPA, in terms of efficacy without
inducing any of the disabling dyskinesias
(movement disorders) that occur following
prolonged treatment with L-DOPA. In
addition, long term data showed that
ProSavin’s therapeutic benefit from a single
administration was maintained for at least
15 months, the most recent time point,
without any loss of effect, whereas the
benefit of continuous L-DOPA therapy
waned significantly.

The superior efficacy of ProSavin combined
with the absence of side effects suggest
that ProSavin could be used to replace
standard L-DOPA therapy in moderate to
late-stage Parkinson's disease. The results
from these and other preclinical proof of
principle studies are being submitted for
publication in a medical journal during 2007.

Oxford BioMedica’s strategy is to secure
commercial partners after demonstrating
efficacy in clinical trials. In the case of
ProSavin, the Company has had discussions
with potential partners that may lead to an
earlier agreement if sufficiently attractive
terms can be negotiated.



“ProSavin
outperformed
the standard
treatment for
Parkinson's
disease,
L-DOPA”

RETINOSTAT®

In 2006, Oxford BioMedica and its
collaborators at Johns Hopkins University
School of Medicine, Baltimore, Maryland,
USA, presented encouraging preclinical data
with RetinoStat at the Association for
Research in Vision and Ophthalmology
(ARVO) Annual Meeting. The data confirmed
that RetinoStat provides statistically
significant efficacy in an industry-standard
preclinical model of neovascular age-related
macular degeneration (AMD). In addition, by
precisely engineering gene switches in the
product, the Company achieved highly
specific gene expression in the target cells of
the retina. This substantially enhances the
potential safety and efficacy of RetinoStat.

Oxford BioMedica and Johns Hopkins
University, in partnership with the
Foundation Fighting Blindness (FFB) and
its support organisation, the National
Neurovision Research Institute, are
conducting pivotal non-clinical studies with
RetinoStat that are designed to support a
regulatory submission for the start of
clinical trials in patients with neovascular
AMD. Following completion of the GMP
manufacture of ProSavin, the Company
plans to scale-up the manufacturing of
RetinoStat during 2007. The objective is to
submit an Investigational New Drug (IND)
application to the US FDA for the start of
trials in 2008.

As with other preclinical candidates in its
pipeline, Oxford BioMedica may collaborate
on the development of RetinoStat prior to
demonstrating clinical efficacy. Initial
discussions with potential partners have
taken place.
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ProSavin:
Movement recovery at 20 weeks after treatment in
preclinical model of Parkinson’s disease (%)

Control ProSavin

RETINOSTAT®
Key Highlights for 2006

e Preclinical results with optimised clinical
candidate confirmed efficacy

 Preparations for clinical trials initiated

Key Objectives for 2007
« Commence manufacturing scale-up of
clinical material

e Submit IND for start of clinical trials in
the USA

RetinoStat:
Retinal lesion size after treatment in preclinical
model of retinopathy (mm? x 103)

Control RetinoStat
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StarGen:

Toxin accumulation in retina at 4 months after treatment
in preclinical model of Stargardt’s disease (pmols/eye)

StarGen

Control

STARGEN™

In October 2006, Oxford BioMedica
announced a new preclinical development
programme for the treatment of Stargardt’s
disease, which is the most common juvenile
degenerative retinal disease. The Company is
evaluating its LentiVector technology for the
treatment of several ocular diseases, and the
Stargardt’s disease programme, called
StarGen, is the most advanced. The
programme is part of a broad collaboration
with FFB and its support organisation, the
National Neurovision Research Institute, and
it builds on the existing agreement with FFB
for the development of RetinoStat. Under
the agreement, FFB and a consortium of
investors made an upfront payment and
committed to a staged subscription for
approximately US$3.9m of Oxford BioMedica
ordinary shares at a 10% premium to the
market price at the time of investment. An
initial subscription of US$300,000 was
made in 2006. These funds support the
development of StarGen, and, in return, FFB
and the investors will receive a royalty on
commercialisation of the product.

The Company also reported initial preclinical
data with StarGen, showing efficacy in an
industry-standard model of Stargardt’s
disease. The product was effective for the
duration of the study, which was
approximately six months. Further
preclinical development is ongoing at
Columbia University in the USA.

MONUDIN®, SMN-1G AND INNUREX®

The three early-stage neurological
programmes, MoNuDin, SMN-1G and
Innurex, continue to progress through
preclinical development. These gene-based
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therapeutics are addressing motor neuron
disease, spinal muscular atrophy and nerve
repair for spinal cord injury, respectively.

In 2006, the Company and its scientific
collaborators continued to build the
preclinical data packages that will support
advancement of the product candidates into
clinical development.

New data with MoNuDin for amyotrophic
lateral sclerosis, the most common form of
motor neuron disease, showed that the
product successfully reached motor
neurons following remote, intramuscular
administration. Further data from the
MoNuDin programme are expected to be
presented at a medical conference in 2007.
The UK Motor Neurone Disease Association
continues to fund this programme.

In 2006, the SMN-1G product configuration
was further optimised. The objective for
2007 is to define the clinical strategy for
SMN-1G with support from leading clinicians
in the field of spinal muscular atrophy. In
addition, the Company is seeking further
funding from charities and patient groups
associated with this inherited disease.

Oxford BioMedica and its collaborators

at King’s College London, UK, published
preclinical efficacy results with Innurex in
Nature Neuroscience in February 2006. The
data were based on a preclinical study of
Innurex in spinal cord injury, which showed
a statistically significant improvement in
both sensory and motor functional ability
with Innurex compared to placebo for most
measurements. The results were also
presented at the British Society for Gene
Therapy Annual Conference in March 2006.
Further preclinical studies are ongoing and
the Company aims to define a clinical plan
for initial trials of Innurex during 2007.

Control

MoNuDin:

Survival after treatment in preclinical model
of amyotrophic lateral sclerosis (days)

MoNuDin

OTHER PROGRAMMES

Outside of its core therapeutic focus, the
Company has advanced its preclinical
programme, for the blood clotting disorder,
haemophilia A. This congenital condition is
caused by a deficiency of the blood clotting
protein, Factor VIII. The Company’s product,
ReQuinate®, is designed to restore levels of
the deficient protein by delivering the gene
for Factor VIII using the LentiVector system.

The Company presented preclinical data
from the ReQuinate programme at the
British Society for Gene Therapy Annual
Conference in March 2006. The data showed
that the product produced potentially
therapeutic levels of the Factor VIII protein
in liver cells. The Company is conducting
further optimisation work with ReQuinate to
improve the delivery of the Factor VIII gene
to the liver. The programme is funded by a
grant from the UK Department of Health.

The Company continues to evaluate
opportunities for therapeutic product
development using the LentiVector
technology as a delivery mechanism for
molecules that can silence genes via a
process known as RNA interference (RNAI).
The Company’s research efforts are focused
on the evaluation of the LentiVector system
for the delivery of micro-RNA, which can be
used to regulate the expression of disease-
related genes.

These programmes are at the discovery or
early preclinical stage and are outside of
the Company’s core focus. Hence, their
successful application and progression are
uncertain and may be subject to priority
changes within the Company.



TECHNOLOGY LICENSING

Oxford BioMedica’s technology licensing
strategy is to exploit the potential of its
suite of gene delivery technologies by
providing third-party access either for
research, product development or specific
applications. In 2006, Oxford BioMedica
delivered on its broad goals of attracting
new licensees and expanding existing
agreements. Oxford BioMedica added two
new licensees, VIRXSYS and GlaxoSmithKline,
during the year, bringing the total number
of active licensing agreements to nine. In
addition, one existing licence was upgraded
to an all-territory perpetual licence. The
Company'’s strategic alliance partner, Sigma-
Aldrich, commenced commercialisation of
LentiVector-based reagents, and another
licensee, Viragen, reported progress with its
LentiVector-based transgenic programme.

The agreement with VIRXSYS, signed in
March 2006, provides a licence to Oxford
BioMedica’s patents for the VSV-G viral
envelope system for the production of
VIRxSYS' product for the treatment of AIDS,
VRX496. This novel gene therapy is the first
lentiviral-based drug candidate to have
entered clinical development in the USA.
VIRXSYS is conducting two Phase Il trials

of VRX496 in patients with HIV. Under the
agreement, Oxford BioMedica received an
upfront licence fee in 2006 and receives
annual maintenance payments, clinical
and regulatory milestone payments and
royalties on product sales.

In December 2006, GlaxoSmithKline (GSK)
licensed the Company’s LentiVector gene
delivery technology for research activities in
a joint agreement with Sigma-Aldrich. GSK
has joined other major pharmaceutical and
biotechnology companies, including Biogen
Idec, Merck & Co and Pfizer, in utilising the
LentiVector system in its research and drug
discovery programmes. Also in December
2006, Oxford BioMedica expanded an
existing research licence agreement for

the LentiVector technology with a major
undisclosed pharmaceutical company. The
amendment broadens the agreement from
an annual licence for research activities in
the USA to a worldwide perpetual licence.
In all of these agreements the licence is
restricted to research, and a more
substantial commercial licence would

need to be obtained from Oxford BioMedica
to use the technology for a commercial
product or process.
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TECHNOLOGY LICENSING

Key Highlights for 2006

 LentiVector technology licensing agreement with

GlaxoSmithKline

 Existing LentiVector licence upgraded to an all-
territory perpetual licence

o Licensing agreement with VIRxSYS for Oxford
BioMedica’s viral envelope technology

Key Objectives for 2007

 Sign additional technology licensing deals with

blue-chip companies

» Expand existing relationships to establish more
significant collaborations

Sigma-Aldrich commenced its
commercialisation efforts as part of the
strategic alliance with Oxford BioMedica,
which was signed in October 2005. During
2006, Sigma-Aldrich launched a range of
high-value LentiVector-based research
products for its extensive customer base
in the pharmaceutical, biotechnology and
academic sectors. Further launches are
anticipated in 2007. Under the agreement
with Sigma-Aldrich, Oxford BioMedica
receives annual minimum payments and
royalties on sales of these products.

Viragen, which licensed the LentiVector
technology in 2004 for the development

of an avian transgenic biomanufacturing
system, published results and reported
further progress with its programme in
January 2007. An article in a leading
scientific journal profiled the avian
transgenic (OVA™) system’s ability to express
two therapeutic proteins in the whites of
eggs of transgenic hens. Following this

publication, Viragen reported the
successful expression of a third protein,
human interferon alpha-2a, in the OVA™
system. The Viragen agreement includes
annual licence payments, milestone
payments on the achievement of technical
goals and royalties on commercialisation.

The LentiVector technology is becoming a
gold standard tool for various applications
in research and drug discovery. The current
revenue stream from the Company’s
technology licensing is modest, although
some of the agreements have the potential
to generate significant additional income. In
2007, the ongoing objective is to broaden
the portfolio of licensed users of the
Company'’s technologies. The Company also
aims to expand its existing relationships,
particularly the research-based agreements,
into more substantial, longer-term
collaborations.

“The LentiVector technology
is becoming a gold standard
tool for various applications
in research and drug

discovery”

OXFORD BIOMEDICA PLC
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INTELLECTUAL PROPERTY
Key Highlights for 2006

« ProSavin patent received Notice of Allowance in
the USA

e One LentiVector patent was issued and another
received Notice of Allowance in the USA

« Innurex patent granted in Europe

Intellectual Property:
Number of issued patents

USA Europe Rest of World

OXFORD BIOMEDICA PLC



INTELLECTUAL PROPERTY

Maintenance and expansion of the
Company’s intellectual property estate is
fundamental to the Company’s commercial
strategy. The Company’s patent portfolio
covering its products and technologies
comprises 39 US and 12 European granted
patents. This portfolio increased by four
patents in the USA and two in Europe from
the figure in the 2005 Annual Report. A
further 66 patents have been issued in other
jurisdictions, an increase of one since last
year. In total, 162 patent applications are
currently pending. Another 14 patent
families, covering key technologies, are
licensed from third parties.

Key events related to intellectual property
during 2006 included a Notice of Allowance
from the US Patent Office for a key patent
application for ProSavin, strengthening of
the LentiVector patent portfolio, and the
grant of a European patent for Innurex.

The US patent for ProSavin, that received a
Notice of Allowance, significantly extends
the protection of the Company’s lead
product candidate for Parkinson’s disease.
This patent describes the genetic
composition of ProSavin and, as such, is
an important addition to the portfolio of
patents that protect the product. The patent
also provides protection for new product
candidates that the Company may
develop for the treatment of other
neurodegenerative conditions such as
Alzheimer’s disease.

The patent estate covering the LentiVector
technology was strengthened by the issue
of one new US patent and a Notice of
Allowance on another patent application.
These patents broaden the protection of the
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LentiVector delivery and production systems.
Patents covering aspects of this technology
have previously been granted in Europe and
China. The Innurex programme benefited
from the grant of a European patent

that covers the genetic delivery of the
therapeutic gene, which is a subtype of the
retinoic acid receptor that induces nerve
cells to re-grow.

In 2006, Sigma-Aldrich and Oxford
BioMedica filed a lawsuit against Open
Biosystems Inc for infringement of two

US patents relating to the use of the
LentiVector technology for RNA interference
research tools. The costs of the litigation are
being covered by Sigma-Aldrich.

“Maintenance and
expansion of the
Company's intellectual
property estate is
fundamental to the
Company's commercial
strategy”

OXFORD BIOMEDICA PLC
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Corporate social

responsibility

“The Company
aims to
provide an
appropriate
work/life
balance for
employees”

OXFORD BIOMEDICA PLC

Oxford BioMedica strives to operate at the
highest level of integrity. Corporate Social
Responsibility (CSR) requires consideration
of the economic, social and environmental
impacts of the activities of the business.
The Board recognises the potential benefits
of CSR for the competitiveness of the
Company and encourages a culture of
continuous improvement in CSR-related
issues. The Company has specific policies
and goals that cover key aspects of CSR.

The CSR report describes the working
practises adopted by Oxford BioMedica that
are relevant to employees, health and safety
in the workplace, external relationships,

the environment, and the community.
Significant changes and new initiatives
that have been implemented in 2006 are
also highlighted.

EMPLOYEES

The Company operates in an ethical manner
and in accordance with best UK and US
employment practises in its recruitment and
management of employees. This applies to
career development, performance evaluation
and feedback, training and promotion.

The Company is committed to equal
opportunities regardless of age, gender,
nationality, race or disability. The Company
currently has 72 employees, with a gender
ratio of male to female of 1:1.7.

In 2006, the Company enhanced its staff
appraisal process by implementing a more
formal process for setting objectives in
consultation with each individual, together
with regular reviews of performance. This
enables staff at all levels to consider their
training needs and to discuss development
opportunities. The Company continues to
encourage senior management to identify

new initiatives that could further improve
internal working practices.

The organisational structure of the
Company is designed to promote internal
communication through various forums.
Research, clinical and corporate teams have
regular meetings, which include members
of senior management, enabling broad
dissemination and discussion of relevant
issues. Various team and Company-wide
social events and activities are organised
throughout the year.

The Company has policies covering
maternity and paternity consistent with
statutory requirements in the UK. Employees
are eligible for a number of benefits as part
of their employment, including a personal
pension plan and, in respect of certain
employees, a performance related bonus.
The Company aims to provide an
appropriate work/life balance for employees,
including flexible working practises, where
this is practical and consistent with the
Company'’s goals. In addition, the Company
operates a Share Option scheme, and usually
grants options to employees when they join
and periodically thereafter. In 2006, the
Company introduced two new benefits for
all staff, in the form of a childcare voucher
scheme and a health cash benefit plan.

HEALTH AND SAFETY

Effective health and safety is integral to the
Company'’s business activities. The Company
has strict policies to minimise the risk of
accidents in the workplace or employment-
related ill-health. These policies cover
working practices for instruments and
hazardous materials, and requirements for
instruction and training, particularly for
laboratory-based personnel. Given its



importance to the Company, health and
safety issues are represented at Board level.

The Company’s internal health and safety
representatives attend meetings and
workshops on a regular basis, including
those organised by the UK government’s
Health and Safety Executive, to ensure

that Oxford BioMedica is up to date with
changes to policies and regulations. In 2006,
Oxford BioMedica implemented a new
quality management system that requires
good practice guidelines for all activities

of the Company, including research,
development and manufacturing. As part of
this quality management system, the
laboratories are audited routinely, enhancing
the monitoring of health and safety issues.
The Company has a first-class safety record
and has never been required to report an
accident to the UK Health and Safety
Executive or its US equivalent.

EXTERNAL RELATIONSHIPS

External stakeholders in Oxford BioMedica
include suppliers, advisors, shareholders,
patients, healthcare professionals, partners
and licensees. These relationships are a
fundamental aspect of the Company’s
business activities. Oxford BioMedica is
committed to interact with these third
parties in an ethical manner, and to ensure
that the relationships are maintained at a
professional and appropriate level.

For example, the Company has internal
procedures to prevent and identify bribery
and corruption. These are assessed annually
by the Company’s external auditors.

For its clinical development activities, Oxford
BioMedica has a clinical trials policy and an
internal team to ensure that trials are

conducted appropriately and that ethical
standards are maintained. The Company’s
websites (www.oxfordbiomedica.co.uk and
www.trovax.co.uk) provide information on
Oxford BioMedica’s ongoing clinical trials,
and include contact details for the centres
involved, and details of clinical results and
scientific publications that relate to the
Company'’s products and technologies.
Oxford BioMedica also lists its US-based
trials on a US government-sponsored
website (www.ClinicalTrials.gov) that
provides information about federally and
privately supported clinical research in
human volunteers.

The Chief Executive and Executive

Directors have primary responsibility for
communication with shareholders and
related stakeholders. The Company also
employs the services of external financial
and corporate communications agencies.
The website includes news announcements
and financial and share-related information.
The Company uses webcast facilities to
provide broad access to relevant
presentations such as analyst briefings and
investor conferences. The Company strives to
disseminate information in a timely, reliable
and comprehensive fashion. It also conforms
to the rules and guidelines required by the
UK Listing Authority in the release of price-
sensitive news and disclosures required for
a company on the Official List.

ENVIRONMENT

Oxford BioMedica is committed to the
protection of the environment. As part

of the new quality management system,
implemented in 2006, the Company is
finalising a new environmental policy that
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provides a framework for setting and
reviewing environmental objectives. Based
on this policy, new guidelines have been
drafted for issues ranging from water and
electricity consumption to recycling and
waste management. The Company will
monitor its performance and aims to
conduct routine audits. Again, given its
importance to the Company, environmental
issues are represented at Board level.

In terms of recycling, the Company currently
recycles the majority of its cardboard. A new
objective is to recycle over 75% of office
paper waste, plastics and cans by the end of
2007. In terms of electricity usage, under the
draft guidelines, employees are encouraged
to turn off all non-essential equipment at
the end of each working day. Independent
from the Company’s quality management
system, Oxford BioMedica is also engaged as
an active participant in a new initiative for
general waste management for companies
based on the Oxford Science Park.

Oxford BioMedica complies with all current
regulations in its processing of laboratory
waste, which include the decontamination
of all biological material on site to prevent
accidental release into the environment. The
Company uses qualified licensed contractors
for the collection and disposal of chemical
and radioactive waste and decontaminated
biological materials. No laboratory waste
goes to landfill sites.

OXFORD BIOMEDICA PLC

The Company regularly assesses its
environmental impact against published
guidelines for best practice. In particular,
the Company adheres to the guidelines
published by the UK government’s
Department for Environment, Food and
Rural Affairs.

COMMUNITY

Oxford BioMedica recognises its
responsibility to and the benefits from
supporting and participating in both
the local and wider communities.

The Company works closely with several
charitable and disease-specific patient
organisations that are relevant to its
therapeutic programmes. The Company
uses local suppliers, where practical, for
maintenance, repairs and other services.
It is an active member of the tenants’ forum
of the Oxford Science Park, and employees
participate in social and leisure activities
within the Oxford Science Park and the
local community.



“Oxford BioMedica complies with all
current regulations in its processing of
laboratory waste, which include the
decontamination of all biological material
on site to prevent accidental release into
the environment”

OXFORD BIOMEDICA PLC
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Board of
directors

PETER JOHNSON PHD
NON-EXECUTIVE CHAIRMAN

Dr Peter Johnson, age 70, has been

a Non-Executive Director of Oxford
BioMedica since 1999, and Non-Executive
Chairman since January 2001. He has
extensive R&D experience with Wellcome,
Hoechst, SmithKline, Fisons and Astra.

He was formerly Chairman and Managing
Director of SmithKline and French Research
Ltd. and group main board Director of R&D
worldwide for Fisons plc. A former Director
of Quadrant Healthcare plc and Proteus
Molecular Design Ltd., he is currently a Non-
Executive Director of CeNeS Pharmaceuticals
plc. He is Chairman of Oxford BioMedica’s
Audit and Remuneration Committees.

ALAN KINGSMAN MA PHD
CHIEF EXECUTIVE OFFICER

Professor Alan Kingsman, age 56, is

a co-founder of Oxford BioMedica and has
been its Chief Executive Officer since 1996.
He is an internationally recognised authority
on gene expression and retrovirus research
and has over 20 years’ experience in this
field, including 17 years as co-director

(with Susan Kingsman) of the Retrovirus
Molecular Biology Group within the
Biochemistry department of the University
of Oxford. He continues to hold the title of
Visiting Professor at Oxford University and is
a former fellow of St Catherine’s College,
Oxford. He has published extensively in the
field and is named inventor on numerous
patent applications and issued patents. He
has acted as an advisor or consultant to UK
research councils, WHO and a number

of UK and international companies.

ANDREW WOOD
CHIEF FINANCIAL OFFICER

Andrew Wood, age 48, has been a Director
of Oxford BioMedica since 1996. He is a
chartered accountant with wide experience

OXFORD BIOMEDICA PLC

of financial management in a number of
industries. He also holds a first class degree
in biochemistry from Oxford University.
Before joining Oxford BioMedica he was
Finance Director at the Yorkshire Cable
Group (part of General Cable plc). Previously,
he has held senior financial positions with
subsidiaries of the Burton Group (now
Arcadia), Associated Newspapers and Fenner.

SUSAN KINGSMAN MA PHD
CHIEF SCIENTIFIC OFFICER

Professor Susan Kingsman, age 54,

is a co-founder of Oxford BioMedica, and has
been a Director of the Company since 1996.
She has over 20 years’ experience in virology,
gene expression and retrovirus biology,
including as co-director, with Alan
Kingsman, of the Retrovirus Molecular
Biology Group at Oxford University.

She continues to hold the title of Visiting
Professor at Oxford University and is a
former fellow of Trinity College, Oxford. She
has published extensively in the field and is
named inventor on numerous patent
applications and issued patents. She advises
research councils and research charity
committees and has been a consultant for

a number of pharmaceutical and
biotechnology companies.

MICHAEL MCDONALD MBCHB MRCP
CHIEF MEDICAL OFFICER

Dr Mike McDonald, age 54, was appointed to
the Board of Oxford BioMedica in February
2006, having joined the Company in
September 2005. He has over 20 years’
experience in clinical drug development and
regulatory leadership. He was previously
Chief Medical Officer at Seattle Genetics Inc.
and spent nine years with Eli Lilly serving as
worldwide Vice President, Clinical Research
and Medical Affairs. Before moving to the
USA, he was Executive Director of Medical
and Regulatory Affairs at Eli Lilly Europe,
responsible for all the company's European

regulatory submissions, clinical and health
outcomes research and Lilly's European
based pharmacovigilance group. He also
spent seven years at SmithKline Beecham
where he was involved in worldwide clinical
development and regulatory management.
He received his medical degree from
Edinburgh University, is a member of the
Royal College of Physicians in London, holds
a Diploma in Pharmaceutical Medicine, and
is a Fellow of the Faculty of Pharmaceutical
Physicians.

PETER NOLAN
SENIOR VICE PRESIDENT:
COMMERCIAL DEVELOPMENT

Peter Nolan, age 53, was appointed to the
Board of Oxford BioMedica in May 2002,
having been a senior member of the
Company since its foundation. He is also a
Director of the UK Biolndustry Association
and is a past Chairman of the Oxfordshire
Bioscience Network. He has broad
experience and knowledge of the
biotechnology sector. Prior to joining
Oxford BioMedica, he was head of the
Biotechnology Unit at the UK Department
of Trade & Industry for eight years.

In that role he was responsible for
establishing and managing complex
collaborative research programmes involving
industry, research councils and other
Government departments. Previously he
held senior positions in the Laboratory of
the Government Chemist and also the
Metropolitan Police Laboratory in London
where he was a senior forensic scientist.

NICK WOOLF
SENIOR VICE PRESIDENT:
CORPORATE STRATEGY

Nick Woolf, age 38, was appointed to the
Board of Oxford BioMedica in March 2005,
having joined the company in 2002. He has
more than eight years’ experience as a top-
rated biotechnology and pharmaceutical



analyst and has been involved in all aspects
of company financing, ranging from initial
public offerings to major corporate deals.
Prior to joining Oxford BioMedica, he served
as Director and Head of European
Biotechnology Research at ABN AMRO,
where he was responsible for developing its
industry coverage. Prior to that, he

was Vice President and Senior Analyst at
Robertson Stephens and was previously at
both Nomura and SBC Warburg. He is a
chartered certified accountant and holds a
degree in chemistry from Oxford University.

NICK RODGERS
SENIOR INDEPENDENT DIRECTOR

Nick Rodgers, age 48, joined the Board

of Oxford BioMedica in March 2004.

He is a former investment banker with
considerable experience in the life sciences
sector. He now works as an independent
consultant, having been Head of Life
Sciences and joint Head of Corporate
Finance at Evolution Beeson Gregory until
December 2003. Nick joined Beeson Gregory
in 1989 from accountants Ernst & Young,
having also worked in the listing
department of the London Stock Exchange.
He is a member of Oxford BioMedica’s Audit
and Remuneration Committees.

MARK BERNINGER
NON-EXECUTIVE DIRECTOR

Mark Berninger, age 58, joined the Board

of Oxford BioMedica in 1999. He has

wide experience in the biotechnology
industry in the United States, including as
Vice President of Business Development at
Genetic Therapy Inc. (GTI). Prior to joining
GTI he held a similar position at Gen-Probe
Inc. and was Director of Intellectual Property
and Technology Acquisition at Life
Technologies Inc. between 1989 and 1995. He
is currently president and Chief Executive
Officer of AnhydroCyte Corporation.
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Scientific advisory

board

PROFESSOR PATRICK AEBISCHER

Professor Aebischer is an MD by training and
is presently Professor of Neurosciences and
President at the Swiss Federal Institute of
Technology in Lausanne, Switzerland. He is
an internationally recognised leader in the
area of gene therapy for neurodegenerative
diseases. He has conducted gene therapy
clinical trials for various neurological
diseases and is currently focusing his
interest on the application of lentiviral
vectors for neurodegenerative diseases,
including Parkinson’s disease, Huntington’s
disease and motor neuron diseases. He
advises Oxford BioMedica on the utilisation
of EIAV vectors for application within the
nervous system.

DR KRYS BANKIEWICZ

Dr Bankiewicz is Professor of Neurological
Surgery at the University of California and
Scientist at Lawrence Berkeley National
Laboratory, USA. Dr Bankiewicz is
internationally recognised for his work

on gene and cell delivery into the central
nervous system. His main area of expertise
focuses on in vivo models of Parkinson’s
disease, neuroimaging, the dopaminergic
system and convection enhanced delivery
of viral vectors in the brain. He advises the
Company on preclinical aspects of gene
transfer technology.

PROFESSOR ADRIAN L HARRIS

Professor Harris is Professor of Clinical
Oncology and Director of the Cancer
Research UK Medical Oncology Unit

at the Churchill Hospital, Oxford. A leading
authority on cancer therapies, including
gene therapy, Professor Harris provides
strategic clinical direction for the
development of gene-based therapeutics for
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optimal integration with current and new
anti-cancer treatment regimes. His research
has led to a technique utilising a novel gene-
switch mechanism (hypoxia response
element) that will selectively activate genes
in solid tumours, and which Oxford
BioMedica has acquired. He has been the
Principal Investigator in the Company’s
clinical trials of MetXia in breast cancer.

DR JWILLIAM LANGSTON

Dr Langston is the founder, Scientific
Director and Chief Operating Officer of
the Parkinson’s Institute in Sunnyvale,
California, USA. He is internationally
recognised for the discovery of the link
between MPTP and parkinsonism, which
has provided an entirely new tool to study
neurodegeneration in Parkinson’s disease
and stimulated great interest in finding
environmental factors that may cause the
disease. His current research interests
include the study of mechanisms of
neuronal degeneration, the aetiology of
Parkinson’s disease, and the development of
new strategies to slow or halt disease
progression. Dr Langston serves on
numerous editorial boards and advisory
committees and is Chief Scientific Advisor
for the Michael J Fox Foundation for
Parkinson’s Disease Research.

PROFESSOR PETER L STERN

Professor Stern is Head of the Cancer
Research UK Department of Immunology at
the Paterson Institute for Cancer Research.
He is an expert in tumour immunology and
is involved in numerous international
collaborations in research and clinical
oncology. He advises the company on
tumour targeting technologies including
those related to 5T4.

PROFESSOR DAVID J WAXMAN

Professor Waxman is Professor of

Cell and Molecular Biology at Boston
University and Professor of Medicine

at Boston University, School of Medicine,
Massachusetts, USA. He is a leading
authority on cytochrome P450 enzymes and
genes, and on their role in metabolism
leading to bioactivation of anti-cancer
drugs. He has made major contributions to
the development of P450-based prodrug
activation strategies for cancer gene therapy,
and he is advising Oxford BioMedica on the
application of P450-based technologies

in the clinic.
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“The members of the scientific advisory
board at Oxford BioMedica are experts of
international repute and enable the
company to access the highest quality
advice and guidance”

OXFORD BIOMEDICA PLC



Financial
review

Key Highlights for 2006

« Revenue £760,000 (2005: £824,000)

Research & development costs £19,523,000: increased over 100% from 2005

Loss for the year £17,626,000: increased £8,541,000 (94%) compared to
2005

Cash burn £15,876,000: £8,211,000 (107%) more than 2005

Year end cash, cash equivalents and current asset investments £28,543,000
(2005: £43,817,000)

INCOME STATEMENT OVERVIEW

In line with expectation, investment in research and development more than doubled in 2006 with the start of the TRIST Phase Ill trial of
TroVax, leading to a net loss almost twice the level of 2005 and a comparable increase in cash burn. As in previous years, revenue was not
significant compared to the level of R&D spending.

REVENUE £760,000 (2005: £824,000)

Revenue in 2006 derived from licences to the Group’s proprietary gene delivery technology. Total revenue was down £64,000 on 2005 due
partly to the weaker US Dollar in 2006 but mostly due to the impact on last year’s revenue of the initial payment received under the
Sigma-Aldrich licence.

2006 2005 2004 2003
Analysis of revenue £000 £000 £000 £000
Gene delivery licences 516 679 192 -
LentiVector licence for transgenics 191 145 217 56
Immunotoxin collaboration - - - 287
Other revenue 53 - 93 31
Total revenue 760 824 502 374

Two new gene delivery licenses were signed in 2006; with VIRXSYS for VSV-G viral envelope technology, and with GlaxoSmithKline for
LentiVector research use. In addition an existing licence was upgraded to an all-territory perpetual licence. Under the Group’s revenue
recognition policy, the non-refundable one-off payments under such licences are recognised as revenue in the year in which the
agreements are signed.

Revenue was also earned in 2006 from the ongoing collaboration with Viragen Inc, using LentiVector gene delivery in the field of avian
transgenics. Viragen has continued to report good progress, and further annual fees are expected in the future, with the possibility of
milestone payments and royalties on sales arising on commercialisation of the Viragen process.

In total there were nine active technology licenses at the end of 2006. Seven of these are annually renewable and are expected to
generate recurring income. The other two are fully paid-up perpetual licences (for research use only). Three of the licenses also provide for
milestones related to product development. The Group expects to increase the scope of its gene delivery technology licence activity in
2007. However, there can be no guarantee that more licenses will be signed, or that the existing licences will be renewed.

The new ocular gene therapy development agreement with the US charity Foundation Fighting Blindness brought revenue of £53,000
(US$100,000) in 2006.
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OPERATING EXPENSES £22,222,000 (2005: £12,192,000)

Operating expenses in 2006 were significantly higher than 2005 due to investment in the TroVax Phase Il TRIST study and increased
spending on ProSavin. This increase in spending was anticipated at the time that new funds were raised at the end of 2005.
Administration costs were £166,000 (6%) lower than in 2005.

2006 2005 2004 2003
Operating expenses £000 £000 £000 £000
Research & development costs 19,523 9,327 9,013 10,560
Administration expenses excluding reorganisation 2,699 2,865 2,791 2,930
Exceptional administration expenses - - 1,568 -
Total operating expenses 22,222 12,192 13,372 13,490

RESEARCH & DEVELOPMENT COSTS £19,523,000 (2005: £9,327,000)

The Group’s R&D costs comprise in-house costs (staff salaries and expenses, R&D consumables, IP costs, facilities costs and depreciation of
R&D assets) and external preclinical and clinical costs (preclinical development, GMP manufacturing, regulatory costs, clinical trials and
clinical consultants). Following the fundraising at the end of 2005, there was a modest increase in in-house R&D spending and a
significant increase in external development expenditure, particularly for TroVax and ProSavin.

2006 2005 2004 2003
Research and development costs £000 £000 £000 £000
In-house R&D costs UK 7,983 7,310 6,647 6,144
In-house R&D costs USA 387 287 405 2,030
External preclinical & clinical costs 11,153 1,730 1,961 2,386
Total research & development cost 19,523 9,327 9,013 10,560

EXTERNAL PRECLINICAL AND CLINICAL COSTS £11,153,000 (2005: £1,730,000)

There were three additional Phase Il studies of TroVax (two in renal cancer and one in prostate cancer) in addition to starting the Phase Il|
TRIST study. TroVax manufacturing costs in 2006 included £3,454,000 for large-scale validation of the manufacturing process, which is not
expected to be a recurring expense. Increased costs for ProSavin were mainly for preclinical studies (increased from £328,000 in 2005 to
£1,487,000 in 2006). Manufacturing and process development costs for ProSavin were up £290,000 at £424,000. Other preclinical
programmes and external costs in 2006 included costs of the RetinoStat programme and a new contract for outsourced
pharmacovigilance.

2006 2005 2004 2003
External clinical & preclinical costs £000 £000 £000 £000
TroVax development: Phase 11l and manufacturing 8,135 462 629 266
TroVax development: Phase |l 565 602 526 698
MetXia development 164 140 181 716
ProSavin development 1,937 469 484 651
Other preclinical programmes and external costs 352 57 141 55
Total external clinical & preclinical cost 11,153 1,730 1,961 2,386

External clinical and preclinical costs are expected to remain high in 2007 and 2008 with continuing expenditure on the TRIST
programme, and the move of ProSavin into clinical trials.
ADMINISTRATION EXPENSES £2,699,000 (2005: £2,865,000)

Despite the overall expansion of the Group’s activities in 2006, administration expenses were kept under tight control, and were 6% lower
than 2005. Over the period 2003 to 2006 administration expenses (excluding exceptional costs of reorganisation) have been in a fairly
narrow range approximately £2.7 million to £2.9 million per annum.
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HEADCOUNT

There was a small overall increase in R&D headcount in 2006 to 63 at the period end from 61 in 2005. The R&D staff changes in 2006
have been largely associated with the Company’s increased emphasis on clinical trial management. The administration headcount was
unchanged in 2006 at 10. In total, the Company had a headcount of 73 at the end of 2006, and currently it is 72.

2006 2005 2004 2003
Analysis of headcount Number Number Number Number
R&D headcount UK at period end 61 59 55 43
R&D headcount USA at period end 2 2 1 6
Administration headcount at period end 10 10 10 12
Total headcount at period end 73 71 66 61
R&D headcount UK average 60 58 50 45
R&D headcount USA average 2 1 2 14
Administration headcount average 10 10 10 13
Total headcount average 72 69 62 72

GRANT INCOME £360,000 (2005: £135,000)

Grant income was higher in 2006, due to the full-year effect of two grants that started in 2005. The UK Department of Health is
supporting a development programme for haemophilia which contributed £127,000 in 2006 (2005: £89,000). The UK charity Motor
Neurone Disease Association (MNDA) is supporting development in motor neurone disease, and contributed £190,000 to other operating
income in 2006 (2005: £48,000). In addition the MNDA grant has contributed £79,000 towards laboratory equipment in 2005-2006. Cash
flow from grants was much better in 2006 with the move away from DTl and EU controlled grants. The Eureka and Link programmes that
ran in 2003 to 2005 were very slow to pay and only covered a small part of the programme costs. In 2006 the final settlements were
received and these grant programmes were closed.

2006 2005 2004 2003
Grant income £'000 £'000 £000 £000
UK Government (Eureka, Link, DoH) 146 73 179 443
European Community framework 5&6 24 14 48 71
Charity grants 190 48 137 155
Total grants 360 135 364 669
Debtor at year end for grants 69 516 405 244

NET INTEREST RECEIVABLE £1,714,000 (2005: £938,000)

The Group places its cash on deposit for periods of up to 12 months and generates interest on those deposits. The maturity profile of
deposits is intended to match planned patterns of expenditure. As a result of the cash received from the share issue in December 2005,
net interest receivable in 2006 was considerably higher than 2005. The average balance invested during 2006 was £37,689,000 (2005:
£19,555,000). The average interest rate on deposits in 2006 was 4.6% (2005: 4.8%). This followed changes in market rates, which were
reduced in the second half of 2005, and rose again in the second half of 2006. Total interest receivable in 2006 was £1,743,000 (2005:
£969,000).

The Group has no debt, but is recognising as an interest charge the discount on an onerous lease provision and, from 2006, a dilapidation
provision.

2006 2005 2004 2003
Net interest receivable £'000 £'000 £'000 £'000
Interest receivable — bank 1,743 969 1171 712
Interest payable — discount on provisions (29) (19) (13) -
Interest payable on overdue tax - (12) - -
Total net interest receivable 1,714 938 1,158 712
Average balance on deposit in the year 37,689 19,955 26,570 19,118
Average interest on deposits 4.62% 4.77% 4.40% 3.62%
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LOSS FOR THE FINANCIAL YEAR £17,626,000 (2005: £9,085,000)

The net effect of higher operating expenses, offset by increased grant income, interest receivable and tax credit was an increase of
£8,541,000 in the loss for the year to £17,626,000.

TAXATION

The UK operating subsidiary Oxford BioMedica (UK) Limited is entitled to claim R&D tax credit. The credit is based on certain eligible
expenses, to which a 50% mark-up and a tax rate of 16% is applied. The R&D tax credit in any year cannot exceed the total amount of
payroll tax (Income Tax and National Insurance) paid in the year.

The US subsidiary BioMedica Inc supplies services to the UK subsidiary subject to a 5% mark-up, generating a low level of taxable income
in the USA. The net tax credit for 2006 was £1,762,000 (2005: £1,210,000).

2006 2005 2004 2003
Tax credit £'000 £'000 £'000 £'000
UK R&D tax credit — current year 1,709 1,175 1,000 1,200
UK R&D tax credit — prior year adjustment 75 101 (115) (3)
Overseas tax payable — current year (38) (43) (1) -
Overseas tax payable — prior year adjustment 16 (23) - -
Deferred tax - - - 6
Net tax credit 1,762 1,210 884 1,203
Debtor for R&D tax credit 2,309 1,175 1,685 1,200

R&D costs in 2006 were more than double the level of 2005, but due to the capping rules for R&D credit, the 2006 claim was up by just
45% on the year before, and was capped at the total of Income Tax and National Insurance on the UK payroll. The prior year credit of
£75,000 reflects the release of a contingency provision following agreement with the UK tax authorities on the R&D claim for 2005.
However, agreement was not secured in time to receive payment in 2006, and the year end debtor comprises £600,000 for 2005 and
£1,709,000 for 2006. The final part of the 2005 claim was received in February 2007.

INTANGIBLE ASSETS £1,665,000 (2005: £1,641,000)

Since the adoption of IFRS the balance sheet has contained substantial intangible assets for purchased intellectual property rights.
These assets are either amortised or reviewed for impairment at each balance sheet date. No amortisation has been charged to date, as
the products underpinned by the intellectual property have not yet generated positive cashflows. Previously, under UK GAAP, the costs of
purchased intellectual property rights were written off in the accounting period in which they were incurred. Purchased intellectual
property costs of £24,000 were capitalised in 2006 (2005: £14,000).

TRADE AND OTHER RECEIVABLES £2,202,000 (2005: £1,777,000)

Trade and other receivables (debtors) were £425,000 higher in 2006 than in 2005. Increased trade receivables and accrued income at

31 December 2006 reflect the increased revenue receivable under two new gene delivery licence agreements signed in December 2006.
Included in other receivables is grant income receivable, which was reduced from £516,000 in 2005 to £65,000 in 2006. However, this
reduction was offset by higher interest accrued on bank deposits in 2006 and by legal costs incurred in the litigation with Open
Biosystems that are to be reimbursed by Sigma-Aldrich. Increased prepayments in 2006 included prepaid insurance for the expanded
clinical trial programme.

2006 2005 2004 2003
Trade and other receivables £000 £'000 £000 £000
Trade receivables 241 119 162 -
Accrued income 223 93 - -
Other receivables 765 676 619 374
Prepayments 603 442 499 442
Other tax receivable (mostly VAT) 220 242 124 107
Rent deposit on US lease 150 205 214 263
Total trade and other receivables 2,202 1,777 1,618 1,186
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TRADE AND OTHER PAYABLES £4,763,000 (2005: £2,180,000)

Trade and other payables (creditors) were dramatically higher in 2006, reflecting the increased costs of the expanded clinical programme.
Trade payables at December 2006 included £800,000 for two of the key contractors in the TRIST programme (manufacturing and trial
management). Accrued costs for clinical programmes rose from £721,000 in 2005 to £1,782,000 in 2006.

2006 2005 2004 2003
Trade and other payables £000 £000 £'000 £000
Trade payables 1,579 397 351 310
Accruals 2,777 1,415 1,171 996
Other taxation and social security (mostly payroll taxes) 315 263 219 195
Deferred income 92 105 - -
Total trade and other payables 4,763 2,180 1,741 1,501

SHARE ISSUES IN 2006

During 2006 a total of 2,446,260 shares were issued on the exercise of share options, raising proceeds of £466,000. In September 2006
485,185 shares were issued under the Foundation Fighting Blindness collaboration for ocular gene therapy, raising proceeds of £160,000.
This is modest when compared to 2005, when share option exercises raised proceeds of £1,038,000 and an open offer, placing and
subscription raised £28,013,000 net of costs.

CASH AND DEPOSITS £28,543,000 (2005: £43,817,000), CASH BURN £15,876,000 (2005: £7,665,000)

The placing, open offer and subscription in December 2005 raised the total of cash, cash equivalents and available for sale investments
(bank deposits) to £43,817,000 at the end of 2005. Over the course of 2006 this total fell by £15,274,000 to £28,543,000 as the result of the
significantly increased clinical spending and relatively low proceeds from share issues. However, the present balance keeps the Group in a
strong position as it negotiates the licensing deal for TroVax, while keeping up the pace of investment in the Phase Il programme.

The format of the cash flow statement under IFRS does not make it easy to assess the overall level of operational cash outflow

(the ‘cash burn’) that has traditionally been a key performance indicator for development-stage biotechnology companies. However, it

can be calculated by taking the total of cash used in operating activities, less proceeds of sale of property, plant and equipment, plus
purchases of property, plant and equipment and purchases of intangible assets. On this measure, cash burn for 2005 was £7,665,000
while 2006 was more than double at £15,876,000. 2005 was a little lower than might have been expected due to receipt of overdue R&D
tax credits in that year, and 2006 was affected by delays to some of the tax credit expected to be received. But even allowing for this, cash
outflow in 2006 was much higher than the year before because of the increased research and development expenditure.

FINANCIAL OUTLOOK

The present level of spending will continue through 2007 if, as expected, the Group continues to be responsible for paying the costs of
the Phase Il TRIST trial of TroVax. However, the Directors expect these costs will be covered by the proceeds of a global licensing deal for
TroVax. Progress by Wyeth with its CME-548 Targeted Antibody Therapy, advances in the Company’s other existing collaborations, and new
technology licensing agreements are expected to generate additional revenue. The Group’s good financial position at the end of 20086, its
exciting commercial potential and the pipeline of novel products provide a strong platform from which to deliver value to shareholders in
the future.
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Corporate governance
statement

Application of the principles in the FRC combined code on corporate governance

The policy of the Board is to manage the affairs of the Group to the highest standards of corporate governance and in accordance with
the principles of good governance and the code of best practice as set out in the FRC combined code on corporate governance issued in
July 2003 (the '‘Combined Code"). In June 2006 an updated version of the Combined Code was released (the 'Combined Code (2006)),
which takes effect for reporting periods commencing on or after 1 November 2006. The Combined Code (2006) does not apply to the
2006 reporting period, but the statements below take account both of the existing Combined Code and the Combined Code (2006).

The Board considers that it has complied throughout the year with the provisions for companies set out in Part 2 of the Combined Code,
unless otherwise indicated below.

Compliance with the provisions of the Combined Code

THE BOARD

The Group is led and controlled by a Board consisting of three Non-Executive Directors and six Executive Directors. Until the resignation

of Raj Uppal on 13 March 2006 there were four Non-Executive Directors. The Company intends to appoint a new Non-Executive Director

to replace Raj Uppal. As set out in their biographies on pages 28 and 29, the Directors have significant experience of the management

and development of a biopharmaceutical group and of pharmaceutical research and the new drug development process. There is a clear
division of responsibilities between the Chairman and Chief Executive Officer. The Board considers that the Non-Executive Directors,
including the Chairman, are independent of management. Provision A2.2 of the Combined Code requires that the Chairman should meet
the independence criteria on appointment. The Chairman was granted 200,000 share options shortly after his appointment as Chairman
in 2001, which is contrary to the requirements for independence set out in provision A.3.1. The Board does not consider that this affects the
Chairman's independence. Provision A.3.2 of the Combined Code requires a small company to have at least two independent Non-
Executive Directors. The Company has fully met this requirement.

The Board meets regularly and at least eight times per year, with meeting dates agreed for each year in advance. There is a formal
schedule of matters reserved to the Board for its decision. The schedule covers senior appointments, business strategy and budgets,
substantial transactions, contracts and commitments, financing treasury and risk policies, and the approval of certain documents and
announcements including the annual report. There is frequent contact between Executive and Non-Executive Directors, and each Director
is supplied on a timely basis with financial and operational information sufficient for the Board to discharge its duties. All Directors have
access, as required, to independent professional advice. During 2006 there were eight board meetings. The attendance of individual
Directors at board meetings was: Mark Berninger eight; Peter Johnson seven; Alan Kingsman seven; Susan Kingsman seven; Mike
McDonald six; Peter Nolan eight; Nick Rodgers seven; Raj Uppal one (there were only two board meetings prior to his resignation);
Andrew Wood eight; Nick Woolf six.

As appropriate, the Board has delegated certain responsibilities to board committees, which operate within defined terms of reference
and constitution. There is a Remuneration Committee, the report and membership of which is on pages 44 to 50. The Remuneration
Committee met eight times in 2006 (some meetings were conducted by conference call). All meetings were attended by both members.

There is also an Audit Committee, which consists of two Non-Executive Directors: Dr Peter Johnson (chairman) and Nick Rodgers. Up to

13 March 2006, Raj Uppal was also a committee member. Provision C.3.1 of the Combined Code requires the Audit Committee of a small
company to have at least two members, both of whom are independent Non-Executive Directors. The Board considers this requirement
to have been met, even though Dr Peter Johnson is also Chairman of the Company. The Company considers that both the members of the
Audit Committee possess recent and relevant financial experience. The Audit Committee has written terms of reference which have been
published on the Company's web site. It monitors the integrity of the financial statements of the Company and any formal
announcements relating to the Company's financial performance, reviewing significant financial reporting judgements contained in
them. It reviews the Company's internal financial controls and the internal control and risk management systems. It makes
recommendations to the Board, for it to put to shareholders for their approval in general meeting, in relation to the appointment, re-
appointment and removal of the external auditors, and approves the remuneration and terms of engagement of the external auditors.
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The independent auditors continue to operate procedures to safeguard against the possibility that the auditors’ objectivity and
independence could be compromised. This includes the use of quality review partners, use of a technical review board (where appropriate)
and annual independence procedures, including confirmations by all staff. The auditors report to the Audit Committee on matters
including independence and non-audit fees on an annual basis. In addition, the role of the audit partner is rotated on a periodic basis.

The Audit Committee reviews and monitors the external auditors' independence and objectivity and the effectiveness of the audit
process, taking into consideration relevant UK professional and regulatory requirements. The Audit Committee approves all non audit
services provided by the Company's auditor. As part of this approval process, the Audit Committee ensures that the provision of non audit
services will not impact the auditors' objectivity and independence. It reports to the Board, identifying matters in respect of which it
considers that action or improvement is needed, making recommendations as to the steps to be taken.

The Group has a public interest disclosure policy and the Audit Committee is responsible for reviewing arrangements by which staff of
the Company may raise concerns about possible improprieties. It also reviews from time to time the need for an internal audit function.
At the Committee's invitation or request, the Chief Executive Officer and other Directors may attend meetings of the Audit Committee.
The Audit Committee met twice in 2006. Both meetings were attended by both members.

Due to the size of the Board, the Directors do not consider it necessary to have a nomination committee as suggested by provision A.4.1
of the Combined Code. Appointment of Directors is therefore considered by the whole Board. The Directors considers the balance of skills,
knowledge and experience on the Board when defining the role and capabilities of new appointments.

In accordance with the articles of association, at each annual meeting any Director who has served for three years, and one third of the
other Directors (or if their number is not a multiple of three the number nearest to but not exceeding one third) must retire from office
by rotation.

In accordance with Combined Code provision A.6, the performance of the Board and the committees is reviewed annually, by the use of
confidential questionnaires completed by all the Directors.

The Board retains overall responsibility for, and control of, the Group. Management is conducted by the Chief Executive Officer and the
Executive Directors who, together with other senior managers, form the senior management team. Executive Directors sit on the
following committees and management groups: the senior management group, the executive research group, the clinical development
group, the safety committee, the commercial development committee, the quality committee and the internal patent group. By this
means, a direct and ongoing link exists between the determination of strategy by the Board and the execution of Group policies by the
Group's employees.

THE SCIENTIFIC ADVISORY BOARD ('SAB')

The SAB is a body of independent experts comprising a multidisciplinary group of leading international scientists. Its role is to assist the
Group with the assessment of its existing and potential research and development projects. The SAB provides access to a large academic
and industrial network to add value to the Group's projects, including by collaboration where appropriate and by evaluating new
strategies and competitors. Biographical details of the SAB are on page 30.

RELATIONS WITH SHAREHOLDERS

Oxford BioMedica attaches a high priority to effective communication with both private and institutional shareholders. The annual report
contains a full business review and a description of the candidate products and of the research and development portfolio. An interim
business review is also provided with the half-year report sent to all shareholders. With these documents and the Group's press releases,
the Board seeks to present a balanced and understandable assessment of the Group's position and prospects. The Group's website
(www.oxfordbiomedica.co.uk) provides extensive other information about the Group.

The Annual General Meeting is the principal forum for dialogue with private shareholders. A business presentation is made by the Chief
Executive Officer and there is an opportunity for shareholders to put questions to the Directors. Oxford BioMedica maintains regular
contact with institutional shareholders through a programme of one-to-one visits and briefings.

INTERNAL CONTROL

The Directors are responsible for the Group's system of internal control and for reviewing its effectiveness. Such a system is designed

to manage, rather than eliminate, the risk of failure to achieve business objectives, and can only provide reasonable, and not absolute,
assurance against material misstatement or loss. As described above, the active involvement of the Executive Directors in the Group's
management committees allows the Board to continually monitor and assess significant business, operational, financial, compliance and
other risks, and to review the effectiveness of internal control. This is reinforced by the provision to the Board by the Executive Directors of
regular and detailed reports covering, inter alia, financing, investor relations, research and development, clinical development, financial
performance, commercial interactions and intellectual property management. In addition the Board annually reviews the effectiveness of
all significant aspects of internal control. The review in 2006 did not highlight any matters that require reporting to shareholders.

The Group has procedures in place which incorporate the recommendations on internal control: guidance for directors on the Combined
Code (Turnbull).
INTERNAL AUDIT

The Group does not consider that an internal audit function is appropriate given the current scale and structure of its operations.
As required by the Combined Code, the Board reviews the need for an internal audit function from time to time.

OXFORD BIOMEDICA PLC



39

Financial risk management

FINANCIAL RISK FACTORS

The Group's relatively simple structure, principally operating in the United Kingdom, and the lack of debt financing reduces the range of
financial risks to which it is exposed. Monitoring of financial risk is part of the Board's ongoing risk management, the effectiveness of
which is reviewed annually. The Group's agreed policies are implemented by the Chief Financial Officer, who submits reports at each
Board meeting. Other than short term currency purchase options, the Group does not use financial derivatives, and it is the Group's policy
not to undertake any trading in financial instruments.

(a) Foreign Exchange Risk

The Group's revenues are receivable in United States Dollars, and certain of its expenditures are payable in United States Dollars and
Euros. While the majority of operating costs is denominated in Sterling, the level of exposure to foreign exchange risk has increased with
the expansion in 2006 of clinical and preclinical activities outside the United Kingdom. The Group has used short term currency purchase
options and interest-bearing deposits of United States Dollars and Euros to manage short term fluctuations in exchange rates. As the
Group's business matures, the amount of foreign currency income is expected to increase, and more sophisticated hedging of foreign
currency transactions will be introduced.

(b) Interest Rate Risk

The Group does not have any committed borrowing facilities, as its cash balances are sufficient to finance its current operations.
Consequently, there is no material exposure to interest rate risk.

(c) Credit Risks

The Group's policy is to place funds with financial institutions rated at least A. During 2006 the Group placed funds on deposit with three
banks. One bank, however, dealt with over 90% of the invested funds. The Group does not allocate a quota to individual institutions but
seeks to diversify its investments, where this is consistent with achieving competitive rates of return.

(d) Cash Flow And Liquidity Risk

The Group presently relies on its invested funds rather than trading receipts to meet its spending commitments. The maturity profile of
its investments is structured to ensure that sufficient liquid funds are available to meet current operating requirements. The Directors do
not consider that there is presently a material cash flow or liquidity risk.

(e) Pricing Risk

Given the present low level of revenue relative to overall expenditure, the Directors do not consider that there is any material pricing risk.

DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING

There were no derivatives at 31 December 2006 or 31 December 2005, and hedge accounting has not been used.

FAIR VALUE ESTIMATES

The fair value of short term deposits with a maturity of one year or less is assumed to be the book value.
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Directors
report

FOR THE YEAR ENDED 31 DECEMBER 2006

The Directors present their report and the audited financial statements for the year ended 31 December 2006.

PRINCIPAL ACTIVITY

Oxford BioMedica (LSE: OXB) is a biopharmaceutical company specialising in the development of novel gene-based therapeutics with a
focus on the areas of oncology and neurotherapy. The Company was established in 1995 as a spin out from Oxford University, and is listed
on the London Stock Exchange.

Oxford BioMedica has core expertise in gene delivery, as well as extensive in-house clinical, regulatory and manufacturing know-how.

In oncology, the pipeline includes two clinical candidates and a preclinical targeted antibody therapy, which is being developed in
collaboration with Wyeth. The Company has started Phase Il development of its lead cancer immunotherapy product, TroVax, in renal
cancer, and multiple Phase Il trials in various cancer settings are ongoing or planned. In neurotherapy, the Company's lead product,
ProSavin, is expected to enter clinical trials in Parkinson's disease in 2007. The preclinical pipeline includes gene-based products for vision
loss, motor neuron disease and nerve repair. The Group is underpinned by over 80 patent families, which represents one of the broadest
patent estates in the field.

At 31 December 2006 the Group had a staff of 73, mainly based at its laboratories and offices in Oxford. The Group has a wholly owned
subsidiary, BioMedica Inc, in San Diego, California. Oxford BioMedica has corporate collaborations with Wyeth, Intervet, Sigma-Aldrich,
Viragen, MolMed and VIRXSYS, and has licensed technology to a number of companies including Merck & Co, Biogen Idec, GSK and Pfizer.

Oxford BioMedica plc is a public limited company incorporated in England and Wales. The Company is resident in England and the
registered office is The Medawar Centre, Robert Robinson Avenue, The Oxford Science Park, Oxford OX4 4GA, United Kingdom.

Further information is available at www.oxfordbiomedica.co.uk

REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS

The consolidated income statement for the year is set out on page 53. A review of the Group's activities and future developments is
contained within the Company Overview, Chairman's Report and Business Review on pages 2 to 23 and the Financial Review on pages
32t0 36.

SHARE CAPITAL

During 2006 the Company issued 2,446,260 ordinary shares on the exercise of share options, and also issued 485,185 ordinary shares as
part of a development collaboration for ocular gene therapy.

DIVIDENDS

The Directors do not recommend payment of a dividend (2005: nil).

GROUP RESEARCH AND DEVELOPMENT ACTIVITIES

During the year the Group incurred expenditure of £19,523,000 on research and development (2005: £9,327,000), all of which was written
off to the profit and loss account.

CHARITABLE DONATION
The Group made no charitable donations during the year (2005: £1,500).
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DIRECTORS

The Directors of the Company at 31 December 2006, who had been Directors for the whole of the year then ended unless otherwise
indicated, were:

Mark Berninger Non-Executive Director

Dr Peter Johnson Non-Executive Chairman, Chairman of Audit and Remuneration Committees
Professor Alan Kingsman Chief Executive Officer

Professor Susan Kingsman Chief Scientific Officer

Dr Michael McDonald Chief Medical Officer: appointed 2 February 2006

Peter Nolan Senior Vice President: Commercial Development

Nicholas Rodgers Senior Independent Director

Andrew Wood Chief Financial Officer

Nicholas Woolf Senior Vice President: Corporate Strategy

Raj Uppal, who had served as a Non-Executive Director since 2001, resigned from the Board on 13 March 2006.

All Directors are subject to election by shareholders at the first opportunity after their appointment, and to re-election thereafter at
intervals of not more than three years. At the 2007 Annual General Meeting Mark Berninger, Peter Nolan, Andrew Wood and Nicholas
Woolf will retire in accordance with article 93 of the Company's articles of association and will offer themselves for re-election. The
appointment of Mark Berninger is subject to three months' notice. The contracts of employment of Peter Nolan, Andrew Wood and
Nicholas Woolf are subject to twelve months' notice.

Biographical details of all the Directors, including those submitted for re-election are given on pages 28 and 29.

The interests of the Directors at 31 December 2006 in the share capital of the Company are disclosed in the Directors' Remuneration
Report on pages 44 to 50.

EMPLOYEES

The Group communicates and consults regularly with employees throughout the year. Employees' involvement in the Group's
performance is encouraged, with all employees eligible to participate in the Share Incentive Plan and either the Share Option Scheme
or the Long Term Incentive Plan. Certain employees participate in bonus schemes.

The Group's aim for all members of staff and applicants for employment is to fit the qualifications, aptitude and ability of each individual
to the appropriate job, and to provide equal opportunity regardless of sex, religion or ethnic origin. The Group does all that is practicable
to meet its responsibility towards the employment and training of disabled people.

Further details on employees, health and safety, environmental matters and corporate social responsibility are in the Corporate Social
Responsibility Statement on pages 24 to 26.

DIRECTORS' RESPONSIBILITIES

The Directors are responsible for preparing the Annual Report, the Directors' Remuneration Report and the Financial Statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors have prepared
the Group and parent company Financial Statements in accordance with International Financial Reporting Standards (IFRSs) as adopted
by the European Union. In preparing these Financial Statements, the Directors have also elected to comply with IFRSs, issued by the
International Accounting Standards Board (IASB). The Financial Statements are required by law to give a true and fair view of the state of
affairs of the Company and the Group and of the profit or loss of the Group for that period.

In preparing these Financial Statements the Directors are required to:

» Select suitable accounting policies and then apply them consistently.

» Make judgements and estimates that are reasonable and prudent.

» Prepare the Financial Statements of the parent company and Group on the going concern basis, unless it is inappropriate to presume
that the Group will continue in business, in which case there should be supporting assumptions or qualifications as necessary.

The Directors confirm that they have complied with the above requirements in preparing the Financial Statements.

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial
position of the Company and the Group and to enable them to ensure that the Financial Statements and the Directors' Remuneration
Report comply with the Companies Act 1985 and, as regards the Group Financial Statements, article 4 of the IAS Regulation. They are also
responsible for safeguarding the assets of the Company and the Group and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.
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The maintenance and integrity of the Group's website, www.oxfordbiomedica.co.uk, is the responsibility of the Directors. Legislation in the
United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

SUBSTANTIAL SHAREHOLDINGS

At 20 February 2007 the Company had been notified of the following shareholdings amounting to 3% or more of the ordinary share
capital of the Company.

Percentage of

Number of issued share
Shareholder ordinary shares capital
Credit Agricole Cheuvreux Limited 44,107,035 8.79%
M&G Investment Management Limited 38,825,426 7.79%
Barclays plc 31,871,336 6.35%
Man Financial Limited 28,075,547 5.60%
GAM London Limited 21,563,351 4.30%
Sputnik Group ! 18,574,292 3.70%
Legal & General Group plc 19,456,556 3.88%
UBS AG 19,280,251 3.84%
TD Waterhouse Investor Services 17,225,997 3.43%
Professor Alan Kingsman and Professor Susan Kingsman 2 17,032,590 3.39%

1 Aggregate interest of Sputnik Group Limited, Pogan Invest Corp. and Sulidad Invest & Trade Inc
2 Aggregate interest, including 100,000 shares registered to CC Kingsman, the son of Alan and Susan Kingsman.

No other person has reported an interest in the ordinary shares of the Company required to be notified to the Company.

CREDITOR PAYMENT POLICY

The Company and its subsidiaries agree the terms of payment when agreeing the terms and conditions for their transactions with
suppliers. Payment is made in compliance with those terms, subject to the terms and conditions of the relevant transaction having been
met by the supplier. The Group's average creditor payment period at 31 December 2006 was 35 days (2005: 20 days). The Company has no
trade creditors (2005: nil).

GOING CONCERN

Oxford BioMedica plc is a research and development based business with no currently marketed products. It expects to incur significant
further costs as it continues to develop its portfolio of candidate products and related technology. The Directors expect that these costs
will be met from existing financial resources, the proceeds of licensing agreements, and ultimately the proceeds of sales of products.
However, there is no certainty that adequate resources will be available on a timely basis, and the Group may require additional financing
for the future operation of its business, including further equity funding as appropriate, before it reaches sustained profitability.

The Directors confirm that they have a reasonable expectation that the Group has adequate resources to continue in operational
existence for the foreseeable future. For this reason, they have adopted the going concern basis in preparing the financial statements.

BIA CODE

The UK Biolndustry Association ('BIA"), of which the Company is a member, adopted a code of best practice in 1999. The BIA code includes
principles and provisions relating to corporate governance matters, access to external advice, confidentiality, dealings in the Company's
shares, and standards of public announcements. It is intended to operate by reference to the particular circumstances of bioscience
companies and in support of the Combined Code and the rules of the Financial Services Authority. Throughout 2006 the Company has
complied with the relevant provisions of the BIA code.
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STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So far as the Directors are aware, there is no relevant audit information (that is, information needed by the Company's auditors in
connection with preparing their report) of which the Company's auditors are unaware. Furthermore, they have taken all the steps that
they ought to have taken as Directors in order to make themselves aware of any relevant audit information and to establish that the
Company's auditors are aware of that information.

AUDITORS

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and a resolution concerning their
reappointment will be proposed at the Annual General Meeting.

By order of the Board

Andrew Wood
Company Secretary
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Directors
remuneratuon
report

Only paragraphs marked with * within this report have been audited.

The Remuneration Committee comprises two Non-Executive Directors: Dr Peter Johnson (Chairman) and Nick Rodgers. Up to 13 March
2006, Raj Uppal was also a member. Provision B.2.1 of the Combined Code requires the Remuneration Committee of a small company to
have at least two members, both of whom are independent Non-Executive Directors. The Board considers this requirement to have been
met, even though Dr Peter Johnson is also Chairman of the Company. The Remuneration Committee determines, on behalf of the Board,
the Company's policy for executive remuneration and the individual remuneration packages for the Executive Directors including awards
under the Long Term Incentive Plan. At the Committee's invitation or request, the Chief Executive Officer and other Directors may be in
attendance at the meetings of the Remuneration Committee. The Committee has access to professional advice, both inside and outside
the Company as required. In 2006, the Committee received advice on remuneration and incentive arrangements from Halliwell
Consulting, a specialist executive compensation and share scheme consultancy.

REMUNERATION POLICY

The Company's policy on remuneration is to attract, retain and incentivise the best staff in a manner consistent with the goals of
corporate governance. In setting the Company's remuneration policy, the Remuneration Committee considers a number of factors,
including the basic salaries and benefits available to executive directors of comparable companies.

REMUNERATION OF EXECUTIVE DIRECTORS

Consistent with this policy, the Company's remuneration packages awarded to Executive Directors are intended to be competitive and
comprise a mix of performance-related and non-performance-related elements. There is a discretionary bonus scheme for Executive
Directors, subject to the achievement of agreed goals and targets, that is designed to incentivise them to perform at the highest levels
and to align their interests with those of the shareholders. In 2006, 75% of the performance-linked remuneration was assessed on overall
measures of Company performance. This was a change from previous years, when the percentage assessed on overall measures of
Company performance had been 20%. The measures of Company performance included commercial and clinical milestones for TroVax,
regulatory and technical milestones for ProSavin and preclinical milestones for RetinoStat. The balance of performance-linked
remuneration was based on individual job-specific assessments. The performance-linked remuneration of the Chief Executive Officer is
determined by the average of the assessments for the other Executive Directors and certain senior staff. The targeted composition of each
Director's remuneration is as follows:

Performance related

Professor Alan Kingsman Up to 45% of base salary
Professor Susan Kingsman Up to 30% of base salary
Dr Michael McDonald Up to 30% of base salary
Peter Nolan Up to 30% of base salary
Andrew Wood Up to 30% of base salary
Nick Woolf Up to 30% of base salary

In 2006, bonuses of between 21 per cent and 35 per cent of base salary (which excluded car allowance) were paid to the Executive
Directors.

Benefits, detailed in the table of Directors' emoluments, comprise healthcare insurance only.
The Company makes contributions to defined contribution personal pension schemes for the Executive Directors.

It is the Group's policy to award share options to employees, and in the past this policy has included Executive Directors and the
Chairman, as a reward for past performance. The exercise price for these share options is the average mid-market price of the Company's
ordinary shares for the three trading days prior to the date of grant. Details of all share options outstanding at 31 December 2006 are
given in note 18 to the financial statements. Full details of Directors' share options are on page 48. The share options held by Executive
Directors at 31 December 2006 are subject to the rules of the Oxford BioMedica 1996 (No.1) Share Option Scheme. These options become
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exercisable three years from the date of grant, and cease to be exercisable seven years from the date of grant. Under the scheme rules, the
total value of options held by a Director (the exercise price multiplied by the number of options) may not exceed four times the amount
of the Director's annual emoluments, excluding benefits in kind. The award of share options is at the discretion of the Remuneration
Committee. Share options granted to Directors since April 2001 have been subject to a performance-based condition. Options granted
prior to April 2001 were not subject to a performance-based condition, consistent with market practice at the time.

Having taken advice within the Company and externally, and after consultation with principal shareholders, a set of new share based
incentives have been introduced to replace the Oxford BioMedica 1996 (No.1) Share Option Scheme, which expired in October 2006. These
comprise a Long Term Incentive Plan (LTIP) for Executive Directors and senior executives, a Share Option Scheme for other employees and
an all-employee Share Incentive Plan (SIP). These schemes were approved by shareholders at an Extraordinary General Meeting on 1
February 2007. The main features of the LTIP and SIP are described below.

Long Term Incentive Plan

Awards under the LTIP may be conditional shares or nil-cost options, the release of which will depend on the completion of a holding
period of at least three years and the satisfaction of performance conditions. It is the intention of the Remuneration Committee to have
one main performance condition attached to share awards granted under the LTIP, which is comparative Total Shareholder Return
measured against the following comparator group of companies:

Acambis plc; Alizyme plc; Allergy Therapeutics plc; Antisoma plc; Ardana plc; Ark Therapeutics Group plc; Axis-Shield plc; Biocompatibles
International plc; BioProgress plc; BTG plc; Corin Group plc; Dechra Pharmaceuticals plc; Goldshield Group plc; Innovata plc; Isotron pic;
Optos plc; ProStrakan Group plc; Proteome Sciences plc; Protherics plc; SkyePharma plc; VASTox plc.

No awards will be released for less than median performance at the testing date. Median performance will result in release of 25% of

the shares. Upper quartile performance (i.e. greater than 75th percentile performance) will result in release of 100% of the shares, with
straight line release between these points. If the performance conditions are not satisfied or partially satisfied at the end of the holding
period, the LTIP award or the balance of the award (as appropriate) not released shall lapse. There will be no re-testing of the performance
conditions.

No awards have yet been made under the LTIP. The Committee intends that, subsequent to the initial award, annual awards to Executive
Directors will not normally exceed 100% of salary. However, for a number of reasons, including the Company's decision not to award share
options in 2006 to all but one Director under the previous share option scheme, the initial award is to be set at 150% of salary.

Share Incentive Plan

The SIP will be available to all employees of the Group in the United Kingdom (including Executive Directors) and will provide either
outright awards of Free Shares, or Matching Shares where an employee agrees to buy a certain number of Partnership Shares.

Awards of Free Shares and Matching Shares will be subject to a period of retention not less than three years or greater than five years.
If an employee leaves the Group prior to the release of Free Shares or Matching Shares then those Shares will normally be subject to
forfeiture unless the Remuneration Committee determines otherwise.

The numbers of shares subject to the SIP shall not exceed the statutory maxima for HMRC approved share incentive plans. These are
currently £3,000 per annum aggregate market value per employee of Free Shares, £1,500 per annum or 10% of salary for Partnership
Shares acquired from pre-tax salary, and not more than two Matching Shares for every Partnership Share acquired.

The Company may issue up to 10% of its shares within a ten year period to satisfy awards to participants in the LTIP and any other share
plan operated by the Company under which shares are issued.

REMUNERATION OF NON-EXECUTIVE DIRECTORS

The fees paid to the Chairman and Non-Executive Directors are determined by the Board. Non-Executive Directors do not receive pension
contributions or a bonus. Generally, Non-Executive Directors do not participate in the Company's share option schemes. However,
following his appointment as Chairman in 2001, Dr Peter Johnson was awarded 200,000 share options (increased by 5.55% in October
2003 following a rights issue). These options do not comply fully with requirements subsequently introduced by provision B.1.3 of the
Combined Code requiring shareholder approval and a period of retention for shares acquired on the exercise of share options. The
Company does not consider it appropriate to revise the terms of this share option retrospectively.

The Chairman and other Non-Executive Directors have appointments that are for three years unless terminated by three months' written
notice by either party. Non-Executive Directors' appointments may be renewed by mutual agreement. As recommended by Combined
Code provision A.7.2, any term beyond six years for a Non-Executive Director is subject to considered review by the Board. The Company's
policy on renewal after six years is to extend appointments by one year at a time.

Mark Berninger has now served eight years as a Non-Executive Director. On 2 February 2006 his appointment was extended for one year,
and on 30 January 2007 a further one-year extension, commencing 12 February 2007, was agreed.

Dr Peter Johnson has served on the board for seven years, the last six as Non-Executive Chairman. On 25 July 2006, the seventh
anniversary of his initial appointment to the Board as a Non-Executive Director, his appointment was extended for a further year.

On 2 March 2007 Nick Rodgers' appointment was renewed for a further three years.
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DIRECTORS' SERVICE CONTRACTS

It is Oxford BioMedica plc's policy that Directors' service contracts should be no more than three years in duration, that they should have
notice periods of not more than one year and that the contractual termination payments should not exceed the Director's current salary,

benefits and bonus entitlement for the notice period.

The details of service contracts of those who served as Directors during the year are:

Contract date

Unexpired term at
31 December 2006

Notice period

Contractual termination
payments

Mark Berninger 2 February 2006 2 months 3 months Notice period only
Dr Peter Johnson 25 July 2006 7 months 3 months Notice period only
Professor Alan Kingsman 2 January 2001 nil ! 12 months Notice period only
Professor Susan Kingsman 2 January 2001 nil ! 12 months Notice period only
Dr Michael McDonald 2 February 2006 1 month! 12 months Notice period only
Peter Nolan 1 May 2002 nil ! 12 months Notice period only
Nick Rodgers 2 March 2004 2 months 3 months Notice period only
Raj Uppal 12 February 2004 Resigned
Andrew Wood 31 October 1996 nil ! 12 months Notice period only
Nick Woolf 3 March 2005 nil ! 12 months Notice period only
1 Executive Directors' contracts are for an initial term of 12 months and thereafter are subject to 12 months notice.
DIRECTORS' REMUNERATION *
Details of individual Directors' emoluments for the year are as follows:
Salary and 2006 total 2006 2005 total 2005
fees Bonus Benefits emoluments pension  emoluments pension
Name of Director £ 3 £ £ £ £ £
Executive
Professor Alan Kingsman 211,320 65,457 1,389 278,166 18,953 274,732 18,050
Professor Susan Kingsman 173,154 36,106 1,389 210,649 15,530 194,374 14,790
Dr Michael McDonald ! 185,930 38,770 1,723 226,423 16,675 - -
Peter Nolan 157,429 30,286 2,246 189,961 14,119 180,086 13,320
Andrew Wood 196,686 41,013 1,894 239,593 17,640 232,626 16,800
Nick Woolf 157,193 32,778 1,424 191,395 14,098 146,843 11,083
Non-Executive
Mark Berninger 23 23,489 - - 23,489 - 25,831 -
Dr Peter Johnson 2 57,028 - - 57,028 - 54,312 -
Nick Rodgers 2 37,538 - - 37,538 - 40,550 -
Raj Uppal 4 6,393 - - 6,393 - 30,250 -
1,206,160 244,410 10,065 1,460,635 97,015 1,179,604 74,043

1 Dr Michael McDonald was appointed to the Board on 2 February 2006. Remuneration in this table relates to the period from February to December 2006.

2 These amounts represent amounts payable to third parties for the services of Non-Executive Directors.

31n 2004 Oxford BioMedica (UK) Limited entered into a consultancy agreement with Mark Berninger in connection with the Group's licensing strategy for the
LentiVector technology. In addition to the Directors' fees above, a total of £6,329 (2005: £22,387) was paid in consultancy fees.

4 Raj Uppal resigned on 13 March 2006.

Retirement benefits are accruing to six Directors (2005: five) under Oxford BioMedica (UK) Limited's money purchase pension schemes.
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The interests of the Directors in the shares of the Company at 31 December 2006, together with their interests at 1 January 2006, were as

follows:
Number of ordinary shares

31 December 1 January
The Company - ordinary shares of 1p each 2006 2006
Dr Peter Johnson 154,000 154,000
Professor Alan Kingsman ! 8,603,451 8,603,451
Professor Susan Kingsman ! 8,739,139 8,739,139
Peter Nolan 163,638 149,738
Nick Rodgers 42,000 22,000
Andrew Wood 205,067 198,022
Nick Woolf 165,000 165,000

!Includes 210,000 (1 January 2006: 210,000) ordinary shares held jointly by Professor Alan Kingsman and Professor Susan Kingsman and 100,000 ordinary shares

(1January 2006: 100,000) held by the son of Professor Alan Kingsman and Professor Susan Kingsman.
2 Mark Berninger did not have any interest in the Company's shares at 1 January or 31 December 2006.
3 Dr Michael McDonald did not have any interest in the Company's shares at 2 February (date of appointment) or 31 December 2006.
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Interests in Share Options *

The interests of the Directors in options over the ordinary shares of the Company were as follows:

Options over ordinary shares of 1p each

Date from
1 January 31 December Exercise which Expiry
2006’ Granted Exercised Lapsed 2006 price exercisable date
Dr Peter Johnson 211,100 - - - 211,100 53.0p 17.04.04 17.04.08
Prof Alan Kingsman 2 180,000 - - - 180,000 19.25p 27.10.06 27.10.10
Prof Alan Kingsman 2 190,000 - - - 190,000 20.5p 12.10.07 12.10.11
Prof Alan Kingsman 2 208,000 - - - 208,000 29.0p 15.12.08 151212
578,000 - - - 578,000
Prof Susan Kingsman 2 150,000 - - - 150,000 19.25p 27.10.06 27.10.10
Prof Susan Kingsman 2 155,000 - - - 155,000 20.5p 12.10.07 12.10.11
Prof Susan Kingsman 2 170,000 - - - 170,000 29.0p 15.12.08 15.12.12
475,000 - - - 475,000
Dr Michael McDonald 379,500 - - - 379,500 42.75p 27.09.08 27.09.12
Dr Michael McDonald 759,000 - - - 759,000 29.0p 15.12.08 15.12.12
Dr Michael McDonald 2 - 209,000 - - 209,000 31.0p 06.09.09 06.09.13
1,138,500 209,000 - - 1,347,500
Peter Nolan 162,162 - (162,162) - - 21.0p 01.04.02 01.04.06
Peter Nolan 162,162 - (162,162) - - 21.0p 17.08.02 17.08.06
Peter Nolan 68,497 - - - 68,497 60.0p 05.04.03 05.04.07
Peter Nolan 65,207 - - - 65,207 72.0p 27.09.03 27.09.07
Peter Nolan 2 132,000 - - - 132,000 19.25p 27.10.06 27.10.10
Peter Nolan 2 140,000 - - - 140,000 20.5p 12.10.07 12.10.11
Peter Nolan 2 153,000 - - - 153,000 29.0p 15.12.08 15.12.12
883,028 - (324,324) - 558,704
Andrew Wood 560,433 - (560,433) - - 21.0p 01.04.02 01.04.06
Andrew Wood 82,197 - (82,197) - - 21.0p 17.08.02 17.08.06
Andrew Wood 59,779 - - - 59,779 79.0p 22.03.03 22.03.07
Andrew Wood 21,482 - - - 21,482 72.0p 27.09.03 27.09.07
Andrew Wood 2 167,000 - - - 167,000 19.25p 27.10.06 27.10.10
Andrew Wood 2 175,000 - - - 175,000 20.5p 12.10.07 12.10.11
Andrew Wood 2 193,000 - - - 193,000 29.0p 15.12.08 15.12.12
Andrew Wood 3 - 172,531 - - 172,531 29.0p 21.03.09 21.03.13
Andrew Wood 3 - 172,531 - - 172,531 31.0p 06.09.09 06.09.13
1,258,891 351,062 (642,630) - 967,323
Nick Woolf 801,124 - - - 801,124 8.75p 16.09.05 16.09.09
Nick Woolf 132,000 - - - 132,000 19.25p 27.10.06 27.10.10
Nick Woolf 2 153,000 - - - 153,000 29.0p 15.12.08 15.12.12
1,086,124 - - - 1,086,124

1 Or date of appointment if later.

2 A performance-based condition applies to these options. The options are exercisable only if at the time of exercise, or for a period of at least 12 months in aggregate
in the three years before exercise, the percentage increase in Oxford BioMedica plc's total shareholder return since the grant of the option exceeds the percentage
increase in the FTSE techMARK mediscience index. This target was chosen because the Directors believe that the FTSE techMARK mediscience index should be a
benchmark that reflects the factors bearing on the UK biotechnology sector.

3 As part of a wider award of share options to employees of Oxford BioMedica (UK) Limited, these options were awarded to Sharon Wood, wife of Andrew Wood, who is
a Group employee.
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The notional gains (market price at exercise less exercise price) for the share options exercised in 2006 by Peter Nolan and Andrew Wood
are set out below. Had the options not been exercised in 2006 they would have lapsed. The shares allotted on exercise of share options on
15 March 2006 were sold immediately. On 5 July 2006 sufficient shares were sold to fund the exercise price and tax arising on the options,
with the remaining shares being retained.

Expiry Date of Number of Market Exercise Notional

date exercise shares price price profit

Peter Nolan 01.04.06 15.03.06 162,162 £0.289 £0.21 £12,784
Peter Nolan 17.08.06 05.07.06 162,162 £0.244 £0.21 £5,516
324,324 £18,300

Andrew Wood 01.04.06 15.03.06 560,433 £0.289 £0.21 £44,184
Andrew Wood 17.08.06 05.07.06 82,197 £0.244 £0.21 £2,796
642,630 £46,980

Total 966,954 £65,280

The market value of ordinary shares as at 29 December 2006 was 41.75p (30 December 2005: 29.5p). The market value of ordinary shares
during the year ranged from 20.0p to 42.0p.

Except as detailed above, no Directors had interests in shares or share options of the Company or any other Group company at 31
December 2006. There have been no changes in the interests of the Directors in ordinary shares of the Company between 31 December
2006 and the date of this report.

COMPARISON OF FIVE YEAR TOTAL SHAREHOLDER RETURN

The chart shows the value at the end of each year of £100 invested on 31 December 2001 in Oxford BioMedica 1p ordinary shares, taking
account of the rights issue in 2003, compared to the change in the FTSE all-share index and the FTSE techMARK mediscience index over
the same period. As previously reported, the Company's share price has followed the broad market trends shown by the benchmark
indices, but has shown significantly greater volatility. Markets fell in 2002, and the market was particularly harsh for Oxford BioMedica,
which fell by over 80% in that year. However, in the generally rising market from 2003, Oxford BioMedica rose dramatically, to a point at
the end of 2006 where it had recovered its early losses, to outperform the FTSE all-share index by 3% and the FTSE techMARK mediscience
index by 31% over the five-year period. The Directors consider that this volatility is not unigue to Oxford BioMedica, but is a feature shared
by many high-tech companies whose valuations are significantly influenced by investor sentiment and attitude to risk.
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To further illustrate the volatility, over 2006 as a whole, the Company's share price rose by 42%, having been at one point 32% down on
the 2005 closing price. The benchmark all-share index rose by 13% over 2006, while the techMARK index ended 0.2% down for the year.
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In the opinion of the Directors, the FTSE all-share index should be a reasonable index against which the total shareholder return of
Oxford BioMedica plc may be measured over a five-year term, because it represents a broad-based, objective measure of investment
return. The FTSE techMARK mediscience index, made up of emerging healthcare companies in the early stages of growth, provides a
benchmark that should better reflect the factors bearing on the UK biotechnology sector. Until April 2001 the Company's shares were
traded on the Alternative Investment Market of the London Stock Exchange. Since April 2001 they have been included in the UK Listing
Authority Official List.

Dr Peter Johnson
Chairman of the Remuneration Committee
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ndependent
auditors report

TO THE MEMBERS OF OXFORD BIOMEDICA PLC

We have audited the Group and Parent Company Financial Statements (the "Financial Statements") of Oxford BioMedica plc for the
year ended 31 December 2006 which comprise the Consolidated Income Statement, the Balance Sheets, the Cash Flow Statements,
the Statements of Changes in Shareholders' Equity and the related notes. These Financial Statements have been prepared under the
accounting policies set out therein. We have also audited the information in the Directors' Remuneration Report that is described as
having been audited.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Directors' responsibilities for preparing the Annual Report, the Directors' Remuneration Report and the Financial Statements in
accordance with applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union are set out
in the Statement of Directors' Responsibilities.

Our responsibility is to audit the Financial Statements and the part of the Directors' Remuneration Report to be audited in accordance
with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland). This report, including the
opinion, has been prepared for and only for the Company's members as a body in accordance with Section 235 of the Companies Act 1985
and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other person
to whom this report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the Financial Statements give a true and fair view and whether the Financial Statements
and the part of the Directors' Remuneration Report to be audited have been properly prepared in accordance with the Companies Act
1985 and Article 4 of the IAS Regulation. We also report to you if, in our opinion, the Directors' Report is not consistent with the Financial
Statements.

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the
information and explanations we require for our audit, or if information specified by law regarding Directors' remuneration and other
transactions is not disclosed.

We review whether the Corporate Governance Statement reflects the Company's compliance with the nine provisions of the Combined
Code 2003 specified for our review by the Listing Rules of the Financial Services Authority, and we report if it does not. We are not required
to consider whether the Board's statements on internal control cover all risks and controls, or form an opinion on the effectiveness of the
Group's corporate governance procedures or its risk and control procedures.

We read other information contained in the Annual Report and consider whether it is consistent with the audited Financial Statements.
The other information comprises only the Directors' Report, the unaudited part of the Directors' Remuneration Report, the Corporate
Mission, the Highlights, the Company Overview, the Chairman's Report, the Business Review, the Corporate Social Responsibility
statement, the Financial Review, the Corporate Governance Statement, and the biographies of the Directors and Scientific Advisory Board.
We consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with the
Financial Statements. Our responsibilities do not extend to any other information.

BASIS OF AUDIT OPINION

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the Financial Statements and the
part of the Directors' Remuneration Report to be audited. It also includes an assessment of the significant estimates and judgments
made by the Directors in the preparation of the Financial Statements, and of whether the accounting policies are appropriate to the
Group's and Company's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order
to provide us with sufficient evidence to give reasonable assurance that the Financial Statements and the part of the Directors'
Remuneration Report to be audited are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the Financial Statements and the
part of the Directors' Remuneration Report to be audited.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)

OPINION
In our opinion:

« the Group Financial Statements give a true and fair view, in accordance with IFRSs as adopted by the European Union, of the state of
the Group's affairs as at 31 December 2006 and of its loss and cash flows for the year then ended; and

« the Parent Company Financial Statements give a true and fair view, in accordance with IFRSs as adopted by the European Union as
applied in accordance with the provisions of the Companies Act 1985, of the state of the Parent Company's affairs as at 31 December
2006 and of the cash flows for the year then ended; and

« the Financial Statements and the part of the Directors' Remuneration Report to be audited have been properly prepared in accordance
with the Companies Act 1985 and, as regards the Group Financial Statements, Article 4 of the IAS Regulation; and

» the information given in the Directors' Report is consistent with the Financial Statements.

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
Reading

5 March 2007
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Consolidated income
statement

FOR THE YEAR ENDED 31 DECEMBER 2006

2006 2005

Notes £'000 £'000

Revenue 1 760 824
Research and development costs (19,523) (9,327)
Administrative expenses (2,699) (2,865)
Other operating income: grants receivable 360 135
Operating loss (21,102) (11,233)
Interest payable and similar charges 3 (29) (31)
Interest receivable 3 1,743 969
Loss before tax 1,4 (19,388) (10,295)
Taxation 5 1,762 1,210
Loss for the financial year 21 (17,626) (9,085)
Basic loss and diluted loss per ordinary share 6 (3.5p) (2.4p)

The results for the years above are derived entirely from continuing operations.

There is no difference between the loss before tax and the loss for the years stated above, and their historical cost equivalents.
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Balance
sheets

AT 31 DECEMBER 2006
Group Company
2006 2005 2006 2005
Notes £000 £°000 £000 £000
Assets
Non-current assets
Intangible assets 1,665 1,641 - -
Property, plant and equipment 819 831 - -
Financial assets: Investments in subsidiaries 10 - - 102,469 101,535
2,484 2,472 102,469 101,535
Current assets
Trade and other receivables 11 2,202 1,777 50 23
Current tax assets 2,309 1,175 - -
Financial assets: Available for sale investments 12 20,500 23,500 - -
Cash and cash equivalents 12 8,043 20,317 - 1
33,054 46,769 50 24
Current liabilities
Trade and other payables 13 4,763 2,180 62 55
Current tax liabilities - 1 - -
Provisions 14 58 67 - -
4,821 2,248 62 55
Net current assets/(liabilities) 28,233 44,521 (12) (31)
Non-current liabilities
Provisions 14 627 393 - -
Net assets 30,090 46,600 102,457 101,504
Shareholders’ equity
Ordinary shares 17 5,014 4984 5,014 4984
Share premium 20 106,732 106,097 106,732 106,097
Other reserves 22 84 84 857 406
Retained losses 21 (81,740) (64,565) (10,146) (9,983)
Total equity 30,090 46,600 102,457 101,504

The financial statements on pages 53 to 75 were approved by the Board of Directors on 5 March 2007 and were signed on its behalf by:

Professor A JKingsman
Chief Executive Officer
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Cash flow
statements

FOR THE YEAR ENDED 31 DECEMBER 2006

Group Company
2006 2005 2006 2005
Notes £'000 £'000 £'000 £'000
Cash used in operating activities
Cash used in operations 23 (17,726) (10,074) (147) (321)
Interest received 1,440 1,040 - 11
Interest paid - (12) - -
Tax credit received 650 1,786 - -
Overseas tax paid (25) (65) - -
Net cash used in operating activities (15,661) (7,324) (147) (310)
Cash flows from investing activities
Loan to subsidiary - - (483) (28,732)
Proceeds from sale of property, plant and equipment 1 - - -
Purchases of property, plant and equipment (192) (327) - -
Purchases of intangible assets (24) (14) - -
Net maturity/(purchase of) of available for sale investments 3,000 (6,000) - -
Net cash generated by/(used in) investing activities 2,785 (6,341) (483) (28,732)
Cash flows from financing activities
Net proceeds from issue of ordinary share capital 629 29,043 629 29,043
Effects of exchange rate changes (27) 22 - -
Net (decrease)/increase in cash and cash equivalents (12,274) 15,400 (1) 1
Cash and cash equivalents at 1 January 20,317 4,917 1 -
Cash and cash equivalents at 31 December 12 8,043 20,317 - 1
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Statement of changes
In shareholders equity

Share Share Translation Merger Retained
capital premium reserve reserve losses Total
Group Notes £'000 £'000 £'000 £'000 £'000 £'000
At 1January 2005 3,721 78,309 (623) 711 (55,739) 26,379
Exchange adjustments - - (4) - - (4)
Loss for the year - - - - (9,085) (9,085)
Share options
Proceeds from shares issued 17,20 60 978 - - - 1,038
Value of employee services 19 - - - - 259 259
Issue of shares excl. options 17,20 1,203 28,879 - - - 30,082
Costs of share issues 20 - (2,069) - - - (2,069)
At 31 December 2005 4,984 106,097 (627) 711 (64,565) 46,600
Exchange adjustments - - - - - -
Loss for the year - - - - (17,626) (17,626)
Share options
Proceeds from shares issued 17,20 25 441 - - - 466
Value of employee services 19 - - - - 451 451
Issue of shares excl. options 17,20 5 155 - - - 160
Refund in respect of share issue costs 20 - 39 - - - 39
At 31 December 2006 5014 106,732 (627) 711 (81,740) 30,090
Share Share Other Retained
capital premium reserve losses Total
Company Notes £'000 £'000 £'000 £'000 £'000
At 1January 2005 3,721 78,309 147 (9,667) 72,510
Loss for the year - - - (316) (316)
Share options:
Proceeds from shares issued 17,20 60 978 - - 1,038
Credit in relation to employee share schemes 22 - - 259 - 259
Issue of shares excluding options 17,20 1,203 28,879 - - 30,082
Costs of share issues 20 - (2,069) - - (2,069)
At 31 December 2005 4,984 106,097 406 (9,983) 101,504
Loss for the year - - - (163) (163)
Share options:
Proceeds from shares issued 17,20 25 441 - - 466
Credit in relation to employee share schemes 22 - - 451 - 451
Issue of shares excluding options 17,20 5 155 - - 160
Refund in respect of share issue costs 20 - 39 - - 39
At 31 December 2006 5,014 106,732 857 (10,146) 102,457
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The principal accounting policies adopted in the preparation of these financial statements are set out below. These policies have been
consistently applied to all the financial years presented, unless otherwise stated.

BASIS OF PREPARATION

The financial statements have been prepared in accordance with International Financial Reporting Standards ('IFRS") and International
Financial Reporting Interpretations Committee ('IFRIC') interpretations endorsed by the European Union and with those parts of the
Companies Act 1985 applicable to companies reporting under IFRS. The financial statements are prepared in accordance with the
historical cost convention as modified by revaluation of available for sale investments.

(a) Standards Adopted Early By The Group

IFRS 7, 'Financial instruments: disclosures', and the complementary amendment to IAS 1, 'Presentation of financial statements - Capital
disclosures', were adopted in 2006. IFRS 7 introduces new disclosures relating to financial instruments. This standard does not have
any impact on the classification and valuation of the Group's financial instruments.

(b) Standards, Amendments And Interpretations Effective In 2006 But Not Relevant

IAS 19 (Amendment), Employee benefits;

IAS 21(Amendment), Net investment in a foreign operation;

IAS 39 (Amendment), Cash flow hedge accounting of forecast intragroup transactions;

IAS 39 (Amendment), The fair value option;

IAS 39 & IFRS 4 (Amendment), Financial guarantee contracts;

IFRS 1 (Amendment), First-time adoption of international financial reporting standards:

IFRS6 (Amendment), exploration for the evaluation of mineral resources;

IFRIC 4, Determining whether an arrangement contains a lease;

IFRIC 5, Rights to interests arising from decommissioning, restoration and environmental rehabilitation funds; and
IFRIC 6, Liabilities arising from participating in a specific market - Waste electrical and electronic equipment.

(c) Interpretations To Existing Standards That Are Not Yet Effective And Have Not Been Adopted Early By The Group

The following interpretations to existing standards have been published that are mandatory for the Group's accounting periods
beginning on or after 1 May 2006 or later periods but which the Group has not adopted early:

IFRIC 8, Scope of IFRS 2 (effective for annual periods beginning on or after 1 May 2006). IFRIC 8 requires consideration of transactions
involving the issuance of equity instruments - where the identifiable consideration received is less than the fair value of the equity
instruments issued - to establish whether or not they fall within the scope of IFRS 2. The Group will apply IFRIC 8 from 1 January 2007,
but it is not expected to have any impact on the Group's accounts.

IFRC 10, Interim Financial Reporting and Impairment (effective for annual periods beginning on or after L November 2006). IFRIC 10

prohibits the impairment losses recognised in an interim period on goodwill and investments in equity instruments and in financial
assets carried at cost to be reversed at a subsequent balance sheet date. The Group will apply IFRIC 10 from 1 January 2007 but it is

not expected to have an impact on the Group's accounts.
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(d) Interpretations Relating To Existing Standards That Are Not Yet Effective And Not Relevant For The Group's Operations

The following interpretations to existing standards have been published that are mandatory for the Group's accounting periods
beginning on or after 1 May 2006 or later periods but are not relevant for the Group's operations:

IFRIC 7, Applying the restatement approach under IAS 29, Financial reporting in hyperinflationary economies (effective from 1 March
2006). IFRIC 7 provides guidance on how to apply the requirements of IAS 29 in a reporting period in which an entity identifies the
existence of hyperinflation in the economy of its functional currency, when the economy was not hyperinflationary in the prior period.
As the Group has Sterling as its functional currency, IFRIC 7 is not relevant to the Group's operation.

IFRIC 9, Reassessment of embedded derivatives (effective for annual periods beginning on or after 1 June 2006). IFRIC 9 requires an
entity to assess whether an embedded derivative is required to be separated from the host contract and accounted for as a derivative
when the entity first becomes a party to the contract. Subsequent reassessment is prohibited unless there is a change in the terms of
the contracts that significantly modifies the cash flows that otherwise would be required under the contract, in which case
reassessment is required. IFRIC 9 is not relevant to the Group's operations because none of the terms of the Group's contracts have
been changed.

USE OF ESTIMATES AND ASSUMPTIONS

The preparation of financial statements in conformity with generally accepted accounting principles requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Estimates and judgements are continually made and are based on historic
experience and other factors, including expectations of future events that are believed to be reasonable in the circumstances.

Critical Accounting Estimates And Assumptions

Where the Group makes estimates and assumptions concerning the future, the resulting accounting estimates will seldom exactly match
actual results. Due to the amounts involved, the estimates and assumptions of the amounts accrued for clinical trial costs have a greater
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year. The Group uses a
percentage-of-completion method to accrue for such costs. This method requires the Group to estimate the services performed by
contractors to date as a proportion of total services to be performed.

BASIS OF CONSOLIDATION

The consolidated income statement and Group balance sheet include the accounts of the Company and its subsidiary undertakings made
up to 31 December.

Subsidiaries are entities that are directly or indirectly controlled by the Group. Control exists where the Group has the power to govern
the financial and operating policies of the entity so as to obtain benefits from its activities. In assessing control, potential voting rights
that are currently exercisable or convertible are taken into account.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of an acquisition is
measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus
costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date, irrespective of the extent of any minority interest. The
excess of the cost of the acquisition over the fair value of the Group’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 recognised directly in the
income statement.

Inter-company transactions, balances and unrealised gains on transactions between group companies are eliminated. Unrealised losses
are also eliminated but considered an impairment indicator of the asset transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the Group.

The Group and Company have elected not to apply IFRS 3 ‘Business combinations’ retrospectively to business combinations which took
place prior to 1 January 2004, namely the acquisition in 1996 of 100% of the issued share capital of Oxford BioMedica (UK) Limited that
has been accounted for by the merger accounting method.

REVENUE

The Group generates revenue as a result of technology licence transactions. Typically, these transactions are structured such that there is
an initial upfront non-refundable payment on execution of the licence and the potential for further annual maintenance payments for
the term specified in the licence. Where the initial fee paid is non-refundable and there are no ongoing commitments from the Group and
the licence has no fixed end date, the Group recognises the element received up front as a payment in consideration of the granting of
the license on execution of the contract. Maintenance fees within the contracts are spread over the period to which they relate, usually a
year. Amounts recognised exclude value added tax. Differences between cash received and amounts recognised are included as deferred
revenue where cash received exceeds revenue recognised and as accrued revenue where revenue has yet to be billed to the customer.
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SEGMENTAL REPORTING

The Group has one single business segment based upon its proprietary technology, operated out of two geographical locations - Oxford
(UK), which is the principal operating site, generating all the revenue, and San Diego (USA), which provides intellectual property
management and business development services to the UK subsidiary.

FINANCIAL INSTRUMENTS

The Group and Company's financial instruments comprise investments in subsidiaries and joint ventures, cash and cash equivalents,
together with available for sale investments, debtors and creditors arising directly from operations and the onerous lease provision.
Cash and cash equivalents comprise cash in hand and short term deposits which have an original maturity of three months or less and
are readily convertible into known amounts of cash. Bank deposits with maturity of more than three months at the date of inception
are classified as financial assets: available for sale investments, and are carried at their historic purchase price unless there is objective
evidence of impairment, in which case they are written down to fair value. Such assets are classified as current where management
intend to dispose of the asset within twelve months of the balance sheet date. Financial instruments are valued at fair value, subject
to review for impairment at the balance sheet date. Charges or credits for impairment are passed through the income statement.

Other than short term currency purchase options, the Group does not enter into derivative transactions, and it is the Group's policy not to
undertake any trading in financial instruments. The Group does not have any committed borrowing facilities, as its cash, cash equivalents
and available for sale investments are sufficient to finance its current operations. Cash balances are mainly held on short and medium
term deposits with quality financial institutions with a credit rating of at least A, in line with the Group's policy to minimise the risk of
loss. The main risks associated with the Group's financial instruments relate to interest rate risk and foreign currency risk. The Group's
policy in relation to interest rate risk is to monitor short and medium term interest rates and to place cash on deposit for periods that
optimise the amount of interest earned while maintaining access to sufficient funds to meet day to day cash requirements. In relation

to foreign currency risk, the Group's policy is to hold the majority of its funds in Sterling, and to use short term currency purchase options
and interest-bearing foreign currency deposits to manage short term fluctuations in exchange rates. No other hedging of foreign currency
cash outflows is undertaken.

LEASES
Assets acquired under leases are reviewed to see if they are finance leases or operating leases, based on the following assumptions:

+ If the leases transfer ownership of the assets at the end of the lease

» If they have a bargain purchase option

+ If the lease term is for the major part of the economic life of the asset
« If the leased assets are specialised for the lease only

No leases have been classified as finance leases. Costs in respect of operating leases are charged on a straight line basis over the lease
term.

ONEROUS LEASE PROVISION

When leasehold properties become redundant or excess space arises in those properties, the Group provides for all costs to the end of the
lease or the anticipated date of surrender of the lease, net of anticipated income. Such provisions are then discounted using the UK
government zero-coupon bond yield applicable to the term of the cashflows.

PROPERTY PLANT AND EQUIPMENT
Property, plant and equipment are carried at their purchase cost, together with any incidental expenses of acquisition.

Depreciation is calculated so as to write off the cost of property, plant and equipment less their estimated residual values on a straight
line basis over the expected useful economic lives of the assets concerned. The principal annual rates used for this purpose are:

%

Short leasehold improvements 20 or the remaining lease term if shorter
Computer equipment 33
Office and laboratory equipment, fixtures and fittings 20
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INTANGIBLE ASSETS

Intangible fixed assets, relating to intellectual property rights acquired through licensing or assigning patents and know-how are carried
at historic cost less accumulated amortisation, where the useful life of the asset is finite and the asset will probably generate economic
benefits exceeding costs. Where a finite useful life of the acquired intangible asset cannot be determined, the asset is not subject to
amortisation but is tested annually for impairment. No amortisation has been charged to date, as the products underpinned by the
intellectual property rights are not yet available for commercial use.

Expenditure on product development is capitalised as an intangible asset and amortised over the expected useful life of the product
concerned. Capitalisation commences from the point at which technical feasibility and commercial viability of the product can be
demonstrated and the Group is satisfied that it is probable that future economic benefits will result from the product once completed.
Capitalisation ceases when the product receives regulatory approval for launch. No such costs have been capitalised to date.

Expenditure on research activities and development activities that do not meet the above criteria, including ongoing costs associated
with acquired intellectual property rights and intellectual property rights generated internally by the Group, is charged to the income
statement as incurred.

IMPAIRMENT OF NON-FINANCIAL ASSETS

The carrying value of non-financial assets is reviewed annually for impairment and provision made where appropriate. Charges or credits
for impairment are passed through the income statement.

FINANCIAL ASSETS: INVESTMENTS

Financial assets: investments of the Company are carried at cost less any provision made for impairment.

GOVERNMENT AND OTHER GRANTS

Income from Government and other grants is recognised over the period necessary to match them with the related costs which they are
intended to compensate, on a systematic basis. This grant income is included as other operating income within the income statement,
and the related costs are included within research and development costs and administrative expenses. Where the purchase of property,
plant and equipment is supported by a grant, the relevant asset is included in the balance sheet at its full purchase price, and grant
income is recognised over the useful life of the asset. The difference between grant income receivable and income recognised is included
in accruals and deferred income.

RENTAL INCOME

Rental income from the Group's redundant former research and development facility in San Diego, USA is offset in the income statement
against the rent payable under the head lease.

EMPLOYEE BENEFIT COSTS

The Group operates defined contribution pension schemes for its Directors and employees. The assets of the schemes are held in
independently administered funds. The pension cost charge recognised in the period represents amounts payable by the Group to
the funds.

SHARE BASED PAYMENT

Equity settled share based payments are measured at fair value at the date of grant and expensed on a straight-line basis over the vesting
period of the award. At each balance sheet date, the Group revises its estimate of the number of options that are expected to become
exercisable. The financial consequences of revisions to the original estimates, if any, are recognised in the income statement, with a
corresponding adjustment to equity.

The fair value of share options is measured using a Black-Scholes option pricing model. When share options are exercised the proceeds
received are credited to share capital (nominal value) and share premium.

On adoption of IFRS the Group took the exemption provided in IFRS 1 which allowed the charge to be calculated only in respect of options
granted to employees after 7 November 2002 which had not vested by 1 January 2005, amortised over the vesting period of the options.
OTHER EMPLOYEE BENEFITS

The expected cost of compensated short term absence (e.g. holidays) is recognised when employees render services that increased their
entitlement. Accrual is made for holidays earned but not taken, and prepayments recognised for holidays taken in excess of days earned.
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CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash in hand, deposits held on call with banks, and other short term highly liquid investments with
original maturities of three months or less. Bank deposits with original maturities between three months and twelve months are included
in current assets and are classified as available for sale financial assets.

CURRENCY TRANSLATION

Monetary assets and liabilities in foreign currencies are translated into sterling at the rates of exchange ruling at the end of the financial
year. Transactions in foreign currencies are translated into sterling at the rates of exchange ruling at the date of the transaction. Foreign
exchange differences are taken to the income statement in the year in which they arise.

Assets and liabilities of the Company's US subsidiary are translated to sterling at the year-end exchange rate, whilst its statements of
income and cash flows are translated at monthly average rates. The translation differences that arise are taken directly to a currency
translation account within equity.

TAXATION INCLUDING DEFERRED TAX

The charge for current tax is based on the results for the period, adjusted for items which are non-assessable or disallowed. It is
calculated using tax rates that have been enacted or substantially enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences arising from differences
between the carrying amount of assets and liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit. In principle, deferred tax liabilities are recognised for all taxable temporary differences and deferred tax
assets are recognised to the extent that it is probable that taxable profits will be available against which deductible temporary
differences can be utilised.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and associates, and
interests in joint ventures, except where the Group and Company are able to control the reversal of the temporary difference and it
is probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or the liability is settled.
Deferred tax is charged or credited in the income statement, except when it relates to items credited or charged directly to equity, in
which case the deferred tax is also dealt with in equity.
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FOR THE YEAR ENDED 31 DECEMBER 2006

1 SEGMENTAL ANALYSIS

The Group's primary segment reporting is by geographical location of assets, with business sector as the secondary format. Revenue and
loss on ordinary activities before taxation are derived entirely from the principal activity, biotechnology research and development. The
business segments comprise the Group's UK and US operations. The majority of the Group's activities take place in the United Kingdom,
with the United States subsidiary providing intellectual property management and business development support to the United Kingdom
operation. Purchases and sales between subsidiaries are eliminated on consolidation.

The segment results for the years ended 31 December 2006 and 31 December 2005 are as follows:

2006 2005

United United

United States of United States of
Kingdom America Total Kingdom America Total
Primary reporting format - geographic £'000 £'000 £'000 £'000 £000 £'000
Revenue 760 - 760 824 - 824
Segmental operating loss (20,609) (493) (21,102) (10,679) (554) (11,233)
Interest cost (12) (17) (29) (11) (20) (31)
Interest income 1,741 2 1,743 968 1 969
Loss before tax (18,880) (508) (19,388) (9,722) (573) (10,295)
Taxation credit/(payable) 1,779 (17) 1,762 1,268 (58) 1,210
Loss for the financial year (17,101) (525) (17,626) (8,454) (631) (9,085)

Other segmental items included in the income statement are:

2006 2005

United United

United States of United States of
Kingdom America Total Kingdom America Total
Primary reporting format - geographic £'000 £'000 £'000 £'000 £'000 £'000
Depreciation 535 2 537 671 3 674
(Profit)/loss on disposal of property, plant and equipment (1) - (1) 33 - 33
Employee share based payments 451 - 451 260 (1) 259
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The segment assets and liabilities at 31 December 2006 and 31 December 2005 and capital expenditure in the years then ended are as
follows:

2006 2005

United United

United States of United States of
Kingdom America Total Kingdom America Total
Primary reporting format - geographic £'000 £'000 £'000 £'000 £'000 £'000
Segment assets 6,760 235 6,995 5,123 301 5,424
Unallocated assets - - 28,543 - - 43,817
Total liabilities 5,058 390 5,448 2,122 519 2,641
Capital expenditure 532 1 533 299 2 301
Purchase of intangibles 24 - 24 14 - 14

The Group's revenue derives from assets located in the United Kingdom. By destination, revenue derives from the European Union and the
United States of America.

2006 2005
Revenue by destination £'000 £'000
Europe 56 53
United States of America 704 771
Total revenue 760 824
2 EMPLOYEES AND DIRECTORS
The average monthly number of persons (including Executive Directors) employed by the Group during the year was:

2006 2005
By activity Number Number
Office and management 10 10
Research and development 62 59
Total 72 69

2006 2005
Staff costs (for the above persons) £'000 £'000
Wages and salaries 4,319 3,832
Social security costs 430 391
Other pension costs 261 237
Share based payments 451 259
Total staff costs 5,461 4719

2006 2005
Key management compensation £'000 £'000
Salaries and short term employee benefits 1,815 1,636
Post-employment benefits 114 91
Share based payments 172 75
Total 2,101 1,802

The key management figures above include Executive and Non-Executive Directors. In respect of Directors' remuneration, the Company
has taken advantage of the permission in paragraph 1(6) of schedule 6 to the Companies Act 1985 to omit aggregate information that is
capable of being ascertained from the detailed disclosures in the Directors' Remuneration Report on pages 44 to 50, which forms part of
these financial statements.

The Company had no employees during the year (2005: nil).
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3 INTEREST EXPENSE AND INCOME

Group Company
2006 2005 2006 2005
£'000 £'000 £'000 £'000
Interest expense:
Unwinding of discount in provisions (29) (20) - -
Other interest paid - (11) - -
Interest and similar charges payable (29) (31) - -
Interest income:
Bank interest receivable 1,743 955 - 11
Other interest receivable - 14 - -
Total interest receivable 1,743 969 - 11
Net interest income 1,714 938 - 11
4 LOSS BEFORE TAXATION
Group
2006 2005
The following have been included in arriving at operating loss £'000 £'000
Staff costs (note 2) 5,461 4719
Depreciation of property, plant and equipment (note 9) 537 674
(Profit)/loss on disposal of property, plant and equipment (1) 33
Repairs and maintenance expenditure on property, plant and equipment 209 181
Other operating lease rentals payable
- Plant and machinery 14 16
- Property 962 961
Net exchange (loss)/gain on foreign currency deposits (2) 24
Rental income from sublessee (345) (336)
During the year the Group (including its US subsidiary) obtained services from the Group's auditor as detailed below:
Group Company
2006 2005 2006 2005
Services provided by the Group's auditor £'000 £'000 £'000 £'000
Audit services
Statutory audit 57 55 31 34
Audit related reporting 14 22 12 20
Tax compliance and advisory services 40 43 - -
Other services 4 35 - 33
Total 115 155 43 87

In addition to the above costs which are included in the income statement, fees of £131,000 charged to the share premium account were
paid to PricewaterhouseCoopers LLP, relating to the placing, open offer and subscription in December 2005.
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The Group is entitled to claim tax credits in the United Kingdom for certain research and development expenditure. The amount included
in the financial statements for the year ended 31 December 2006 represents the credit receivable by the Group for the year and
adjustments to prior periods. These amounts have not yet been agreed with the relevant tax authorities.

Group Company
2006 2005 2006 2005
£'000 £'000 £'000 £'000
Current tax
United Kingdom corporation tax research and development credit (1,709) (1,175) - -
Overseas taxation 38 43 - -
(1,671) (1,132) - -
Adjustments in respect of prior periods
United Kingdom corporation tax research and development credit (75) (101) - -
Overseas taxation (16) 23 - -
Taxation credit (1,762) (1,210) - -

The tax credit for the year is lower (2005: lower) than the standard rate of corporation tax in the UK (30%). The differences are explained

below:
Group Company
2006 2005 2006 2005
£'000 £'000 £'000 £'000
Loss on ordinary activities before tax (19,388) (10,295) (163) (316)
Loss on ordinary activities before tax multiplied by the standard
rate of corporation tax in the UK of 30% (2005: 30%) (5,816) (3,089) (49) (95)
Effects of:
Depreciation for the period in excess of capital allowances and other timing differences 199 191 - -
Expenses not deductible for tax purposes (permanent differences) 21 33 14 30
R&D relief 50% mark-up on expenses (1,726) (734) - -
Difference in rate re R&D tax credits 1,496 1,028 - -
Tax deduction for share options less than/ (in excess of) IFRS 2 charge 63 (141) - -
Overseas tax 5 8 - -
Tax losses carried forward to future periods 4,071 1,567 35 65
Overseas tax rate differences 16 5 - -
Adjustments in respect of prior periods (91) (78) - -
Current tax credit for the year (1,762) (1,210) - -

At 31 December 2006, the Group had tax losses to be carried forward of approximately £56.3 million (2005: £43.3 million) of which £42.4
million has been agreed with the revenue authorities. Of the Group tax losses, £56.3 million (2005: £43.3 million) arose in the United

Kingdom.

6 BASIC LOSS AND DILUTED LOSS PER ORDINARY SHARE

The basic loss per share has been calculated by dividing the loss for the year by the weighted average number of shares of 499,865,620

in issue during the year ended 31 December 2006 (2005: 380,914,250).

The Company had no dilutive potential ordinary shares in either year which would serve to increase the loss per ordinary share.
There is therefore no difference between the loss per ordinary share and the diluted loss per ordinary share.
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7 LOSS FORTHE FINANCIAL YEAR

As permitted by section 230 of the Companies Act 1985, the Company's income statement has not been included in these financial

statements. The Company's loss for the financial year was £163,000 (2005: £316,000).

8 INTANGIBLE ASSETS

Intellectual Intellectual
property rights property rights
2006 2005
Group £'000 £'000
Cost
At 1 January 1,920 1,991
Additions 24 14
Disposals (17) (85)
At 31 December 1,927 1,920
Accumulated amortisation and impairment
At 1January 279 364
Disposals (17) (85)
At 31 December 262 279
Net book amount at 31 December 1,665 1,641
Impairment charges, where applicable, are included within research and development costs in the income statement.
The Company had no intangibles at 31 December 2006 or 31 December 2005.
9 PROPERTY, PLANT AND EQUIPMENT
Office
Short  equipment,
leasehold fixtures Computer Laboratory
improvements and fittings equipment equipment Total
Group £'000 £'000 £'000 £'000 £'000
Cost
At 1 January 2006 2,270 86 270 2,650 5,276
Exchange adjustments (47) - (2) - (49)
Additions at cost 385 3 34 111 533
Disposals - (2) (21) (91) (114)
At 31 December 2006 2,608 87 281 2,670 5,646
Accumulated depreciation
At 1 January 2006 2,093 74 212 2,066 4,445
Exchange adjustments (47) - (1) - (48)
Charge for the year 221 9 34 273 537
Disposals - (2) (21) (84) (107)
At 31 December 2006 2,267 81 224 2,255 4,827
Net book amount at 31 December 2006 341 6 57 415 819
Net book amount at 31 December 2005 177 12 58 584 831

Additions to short leasehold improvements include an asset of £335,000 recognised on establishment of a dilapidation provision in

respect of the Group's leasehold property in Oxford.

The Company had no property, plant and equipment at 31 December 2006 or 31 December 2005.
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Group Company

2006 2005 2006 2005
Fixed asset investments £'000 £'000 £'000 £'000
Shares in group undertakings
At 1January and 31 December - - 2,476 2,476
Loans to group undertakings
At 1January - - 107,768 79,036
Additions in the year - - 483 28,732
At 31 December - - 108,251 107,768
Impairment
At 1January and 31 December - - 9,115 9,115
Net book amount at 31 December - - 99,136 98,653
Capital contribution in respect of employee share schemes (see note 22)
At 1 January - - 406 147
Additions in the year - - 451 259
At 31 December - - 857 406
Interests in joint ventures
Cost: at 1January and 31 December 26 26 - -
Impairment: at 1January and 31 December 26 26 - -
Net book amount at 31 December - - - -
Total investments - - 102,469 101,535

Proportion of nominal
value of issued shares

Interests in subsidiary undertakings Country of Description of held by the Group Nature of
Name of undertaking incorporation shares held and Company business
Oxford BioMedica (UK) Limited Great Britain 1p ordinary 100%  Gene therapy
shares research and

development

BioMedica Inc United US$0.001 100%  Gene therapy
States of common research and

America stock development

Both of the above subsidiaries have been consolidated in these financial statements.

At each year end the Directors review the carrying value of the Company's investment in subsidiaries, by reference to the Group's market
capitalisation on the London Stock Exchange. Where there is a material and sustained shortfall, the Directors consider this to be a trigger
of an impairment review as set out in IAS 36, and the carrying value of the Company's investments in subsidiaries is reduced.

The Directors consider that reference to the market capitalisation of the Group is an appropriate external measure of the value of

the Group. The Directors considered that no change was required to the impairment provision at 31 December 2006.
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Interests In Joint Ventures

The Company's subsidiary Oxford BioMedica (UK) Limited holds 10,000 ordinary shares of 5,000 Won each, representing 50% of the issued
share capital of ViroTech Limited, a company incorporated in South Korea. ViroTech Limited's business is gene therapy research and
development. To date, no significant level of transactions has been entered into. The accounting year-end for ViroTech Limited is 31
December. At 31 December 2006 the share capital and reserves of ViroTech Limited were approximately £70,000 (2005: £71,000). However,
as there is currently no agreed business plan for ViroTech Limited, the Directors have written down the Group's investment to zero. Due to
the immaterial size of the joint venture it had been included in the Group accounts as a fixed asset investment.

11 TRADE AND OTHER RECEIVABLES

Group Company
2006 2005 2006 2005
£'000 £'000 £'000 £'000
Non-current
Other receivables - rent deposit 150 205 - -
Current
Trade receivables 241 119 - -
Other receivables 765 676 - 11
Other tax receivable 220 242 48 -
Prepayments 603 442 2 12
Accrued income 223 93 - -
2,052 1,572 50 23
Total trade and other receivables 2,202 1,777 50 23
Non-current receivables are not discounted as the impact of discounting would not be material.
12 CASH AND CASH EQUIVALENTS
Group Company
2006 2005 2006 2005
£'000 £'000 £'000 £'000
Cash at bank and in hand 2,343 185 - 1
Short term bank deposits 5,700 20,132 - -
Total cash and cash equivalents 8,043 20,317 - 1

In addition to the cash and cash equivalents described above, the Group held bank deposits of £20,500,000 (2005: £23,500,000) with an
initial term to maturity between six and twelve months classified as available for sale investments.

The Company held no available for sale investments in 2006 or 2005.

Group cash at bank and in hand includes £182,000 (2005: nil) held in escrow for expenses of the TRIST Phase IlI clinical trial.

13 TRADE AND OTHER PAYABLES — CURRENT

Group Company
2006 2005 2006 2005
£'000 £'000 £'000 £'000
Trade payables 1,579 397 - -
Other taxation and social security 315 263 - -
Accruals 2,777 1,415 62 55
Deferred income 92 105 - -
Total trade and other payables 4,763 2,180 62 55
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2006 2005

Onerous Onerous

Dilapidations lease Total lease

Group £'000 £'000 £'000 £000
At 1January - 460 460 464
Exchange adjustments - (52) (52) 50
Tangible fixed asset recognised in the year 344 - 344 -
Utilised in the year - (79) (79) (81)
Amortisation of discount 12 17 29 20
Change of discount rate - charged to income statement - (8) (8) 7
Change of discount rate - adjustment to recognised fixed asset 9) - (9) -
At 31 December 347 338 685 460
2006 2005

£'000 £000

Current 58 67
Non-current 627 393
Total provisions 685 460

The dilapidations provision relates to anticipated costs of restoring the leasehold property in Oxford, UK to its original condition at the
end of the present leases in 2011, discounted at 4.96% per annum. The provision will be utilised at the end of the leases if they are not

renewed.

The onerous lease provision relates to the estimated rental shortfall in respect of a redundant property in San Diego, USA which has been
sub-let for the remainder of the lease term until June 2012, discounted at 4.88% per annum (2005: 4.09% per annum). The provision will

be utilised over the term of the lease.

The Company had no provisions at 31 December 2006 or 31 December 2005.

15 FINANCIAL INSTRUMENTS

The Group's and Company's financial instruments comprise investments in subsidiaries and joint ventures, cash and cash equivalents,

together with available for sale investments, trade and other receivables, trade and other payables and provisions. Additional disclosures
are set out in the Corporate Governance Statement relating to risk management.

The Group had the following financial instruments at 31 December each year:

Assets Liabilities

2006 2005 2006 2005

£'000 £'000 £'000 £000

Cash and cash equivalents 8,043 20,317 - -
Available for sale investments 20,500 23,500 - -
Trade and other receivables 2,202 1,777 - -
Trade and other payables - - 4,763 2,180
Provisions - - 685 460
30,745 45,594 5,448 2,640

All the available for sale investments held at 31 December 2006 and 31 December 2005 were denominated in Pounds Sterling.

The weighted average interest rates and average deposit terms for fixed rate deposits are shown below. Floating rate instant access

deposits earned interest at prevailing bank rates.

2006 2005
Year end deposits Year average Year end deposits ~ Year average
Weighted Weighted Weighted Weighted Weighted Weighted
average average average average average average
rate term rate rate term rate
Sterling 5.08% 225 days 4.64% 4.60% 204 days 4.82%
Euro 3.45% 41 days 3.17% 2.38% 31 days 2.15%
US dollars 5.32% 33 days 5.03% 4.25% 31 days 3.31%
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In accordance with IAS 39 'Financial instruments: Recognition and measurement' the Group has reviewed all contracts for embedded
derivatives that are required to be separately accounted for if they do not meet certain requirements set out in the standard. There were
no such derivatives identified at 31 December 2006 or 31 December 2005.

Fair Value

The Directors consider that the fair values of the Group's financial instruments do not differ significantly from their book values.

16 DEFERRED TAXATION

Neither the Company nor the Group had any recognised deferred tax assets or liabilities at 31 December 2006 (2005: nil). In light of the
Group's continuing losses, recovery of the deferred tax asset is not sufficiently certain, and therefore no asset has been recognised.

Accelerated tax Share

Group depreciation Provisions Tax losses options Total
Deferred tax assets — not recognised £'000 £'000 £'000 £'000 £'000
At 1January 2006 (722) (211) (12,925) (214)  (14,072)
Charged/(credited) to income statement (134) (41) (3,969) (133) (4,277)
At 31 December 2006 (856) (252) (16,894) (347) (18,349)
Assets receivable in less than 12 months - (52) - - (52)
Assets receivable in 12 months or more (856) (200) (16,894) (347) (18,297)
17 CALLED-UP SHARE CAPITAL
Group and Company 2006 2005
Authorised £'000 £'000
650,000,000 (2005: 650,000,000) ordinary shares of 1p each 6,500 6,500

2006 2005
Issued and fully paid £'000 £'000
Ordinary shares of 1p each
At 1January - 498,438,210 (2005: 372,094,163) shares 4,984 3,721
Allotted on exercise of share options — 2,446,260 (2005: 6,016,006) shares 25 60
Subscription by collaborative partner — 485,185 (2005: 11,528,041) shares 5 115
Placing and open offer in 2005 - 108,800,000 shares - 1,088
At 31 December - 501,369,655 (2005: 498,438,210) shares 5,014 4,984

Between 31 January 2006 and 18 December 2006 the Company issued 2,446,260 ordinary shares of 1p each on the exercise of share
options under share option schemes for aggregate cash consideration of £466,000. There were no costs in respect of these share issues.

On 29 September 2006 the Company's UK subsidiary signed a research and collaboration agreement with The Foundation Fighting
Blindness (FFB) through its translational research arm, National Neurovision Research Institute, to develop a portfolio of gene therapy
products for the treatment of eye diseases. Alongside this agreement, an investor supporting FFB subscribed for 485,185 ordinary shares
of 1p each in the Company at a 10% premium to the prevailing market price, raising proceeds of £160,000.

Costs in connection with the FFB subscription were £9,000. In January 2007 the Company secured repayment of VAT of £48,000 on costs
of share issues in earlier years. Consequently the 2006 accounts show a net reduction of £39,000 in share issue costs.
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/1

The Company has issued share options under two unapproved share option schemes; the Oxford BioMedica 1996 (No.1) Share Option
Scheme and the Oxford BioMedica 1996 Share Option Plan. Options have also been granted to a small number of individuals (mainly
employees of the Company's US subsidiary BioMedica Inc) under individual option agreements. In October 2006 the authority to issue
share options under the two schemes ended. Options granted prior to October 2006 are not affected.

Options granted under the Share Option Scheme after 5 April 1999 could give rise to a National Insurance liability on exercise.
The Company has obtained undertakings from the holders of all options that could trigger such a liability that the optionholder
would pay any secondary National Insurance so arising.

The total number of options over ordinary shares of 1p each that had been granted and had not been exercised or lapsed at 31 December

2006 was as follows:

Options granted to employees (including Directors)

under the Oxford BioMedica

1996 (No. 1) Share Option Scheme

Number of shares

Exercise
price per
share

Date from
which
exercisable

Expiry date

960,003

647,622
1,268,679
1,743,872
2,756,156
3,637,304
2,379,148

60.0p to 79.0p
24.0p to 72.0p
8.75p to 39.0p
7.0pto 19.25p
16.5p to 23.0p

20.25p to 43.25p

28.25p to 31.0p

22/03/03 to 04/12/03
05/02/04 to 19/11/04
14/01/05 to 16/09/05
07/03/06 to 27/10/06
26/03/07 to 29/11/07
01/04/08 to 15/12/08
21/03/09 to 06/09/09

22/03/07 to 04/12/07
05/02/08 to 19/11/08
14/01/09 to 16/09/09
07/03/10 to 27/12/10
26/03/11 to 29/11/11
01/04/12 to 15/12/12
21/03/13 to 06/09/13

13,392,784

Exercise Date from
Options granted under the Oxford price per which
BioMedica 1996 Share Option Plan Number of shares share exercisable Expiry date
26,387 78.0p 06/11/03 06/11/07
47,497 24.0p to 27.0p 19/11/04 to 19/12/04 19/11/08 to 19/12/08
284,985 10.0p to 31.0p 02/01/05 to 06/09/05 02/01/09 to 06/09/09
358,869

Exercise Date from
Options granted price per which
under individual contracts Number of shares share exercisable Expiry date
3,362,034 51.0p 25/05/02 25/05/11
661,485 34.0p to 43.0p 25/06/02 to 20/08/02 25/06/11 to 20/08/11
211,100 53.0p 17/04/04 17/04/08
87,500 29.25p 06/06/07 06/06/16
4,322,119
18,073,772

On 1 February 2007 three new share based schemes were approved by shareholders at an Extraordinary General Meeting. These comprise
a Long Term Incentive Plan (LTIP) for Executive Directors and senior executives, a Share Option Scheme for other employees and an all-
employee Share Incentive Plan (SIP). No awards have yet been made under these new schemes.
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19 SHARE BASED PAYMENTS

All employees of the Group are awarded share options. All the options granted to UK employees up to 31 December 2006 have been
awarded under the Oxford BioMedica 1996 (No.1) Share Option Scheme (“the Scheme”). Options granted under the Scheme have a fixed
exercise price based on the market price at the date of grant. The contractual life of the options is seven years. Options cannot normally
be exercised before the third anniversary of the date of grant. For options granted to Directors and certain other employees since 2001,
the options are exercisable only if at the time of exercise, or for at least 12 months in aggregate in the three years before exercise, the
percentage increase in Oxford BioMedica plc's total shareholder return since the grant of the option exceeds the percentage increase in
the FTSE techMARK mediscience index. It is the Company's policy to make at least six grants of options to UK employees, at approximately
six-month intervals.

Options granted to employees at the Group's US subsidiary are generally a single grant at the time of joining the subsidiary company, and
have a contractual life of ten years. Twenty five percent of the total shares under option become exercisable twelve months after the date
of grant, with the remainder becoming exercisable thereafter at the rate of 2.0834 percent per month.

Options were valued using the Black-Scholes option pricing model. For each relevant option grant, individual valuation assumptions were
assessed based upon conditions at the date of grant. The range of assumptions in the calculation of share based payment in 2006 is as
follows:

07.03.03 26.03.04 01.04.05 21.03.06
Grant dates to 27/10/03 t0 29.11.04 t015.12.05 to 06.09.06
Share price at grant date 6.125p to 19.25p 16.5p to 22.75p 20.25p to 42.75p 27.5p to 31.0p
Exercise price 6.125p to 19.25p 16.5p to 23.0p 20.25p to 43.25p 28.25p to 31.0p
Shares vesting in 1 year - - - 25,000 21,875
Shares vesting between 1 and 2 years - - - 25,000 21,875
Shares vesting between 2 and 3 years 2,332,961 3,089,686 3,956,628 2,401,023
Shares vesting between 3 and 4 years - - 25,000 21,875
Total number of shares under option 2,332,961 3,089,686 4,031,628 2,466,648
Expected volatility (average) 76.4% 74.5% 66.2% 63.2%
Expected life (years, average) 5.57 5.98 5.45 5.90
Risk free rate (average) 4.53% 4.66% 4.34% 4.53%
Expected rate of forfeit before vesting (average) 4.74% 12.81% 17.23% 14.22%
Expectation of meeting performance criteria 100% 100% 100% 100%
Fair value per option 4.24p to 13.48p 11.56p to 15.78p 13.54p to 28.29p 17.24p to 21.44p

Expected volatility is based on historical volatility for a period the same length as the expected option life ending on the date of grant.
The risk-free rate of return is the yield on zero-coupon UK government bonds of a term consistent with the expected option life.

The weighted average share price for options granted during the year was 30.0p (2005: 31.0p). The weighted average share price for
options exercised during the year was 19.0p (2005: 17.3p).The total charge for the year relating to employee share based payment plans
was £451,000 (2005: £259,000) all of which related to equity-settled share based payment transactions. A reconciliation of movements in
all options over the year to 31 December 2006 and an analysis of options outstanding at the year end are shown below.

2006 2005
Weighted Weighted
average average
exercise exercise
Number price Number price
Outstanding at 1 January 18,977,043 32.2p 21,550,692 28.1p
Granted 2,466,648 30.0p 4,031,628 31.0p
Expired (280,100) 64.4p (91,668) 20.4p
Forfeited (643,559) 28.5p  (497,603) 30.3p
Exercised (2,446,260) 19.0p (6,016,006) 17.3p
Outstanding at 31 December 18,073,772 33.3p 18,977,043 32.2p
Exercisable 31 December 9,213,664 389p 9,674,272 40.3p
Exercisable and where market price exceeds exercise price at 31 December 3,783,505 16.9p 3,546,511 17.6p

OXFORD BIOMEDICA PLC



2006 2005
Weighted Weighted
average Weighted average average Weighted average
exercise Number of remaining life exercise Number remaining life
Range of exercise prices price shares Expected Contractual price of shares Expected Contractual
Under 10p 82p 1,619,694 2.39 2.84 80p 1,994,676 3.42 3.90
10p to 20p 18.6p 1,485,454 1.96 3.83 186p 1,722,217 313 4.84
20p to 30p 249p 6,879,482 3.90 5.23 234p 7,992,289 3.67 471
30p to 40p 314p 1,734,880 4.69 5.74 33.6p 538,612 4.89 5.04
40p to 50p 429p 1,427,263 4.57 5.30 429p 1,543,260 5.57 6.33
50p to 60p 51.1p 3,598,658 4.18 4.19 51.1p 3,598,658 5.18 5.19
Over 60p 67.6p 1,328,341 0.64 0.67 67.6p 1,587,331 164 1.67
18,073,772 18,977,043
20 SHARE PREMIUM ACCOUNT
2006 2005
Group and Company £'000 £'000
At 1 January 106,097 78,309
Premium on shares issued during the year under the share option schemes 441 978
Subscription by collaborative partner 155 2,767
Placing and open offer - - 26,112
Refund/(costs) associated with issue of shares 39 (2,069)
At 31 December 106,732 106,097
21 RETAINED LOSSES
Group Company
2006 2005 2006 2005
£'000 £'000 £'000 £'000
At 1January (deficit) (64,565) (55,739) (9,983) (9,667)
Loss for the year (17,626) (9,085) (163) (316)
Share based payments 451 259 - -
At 31 December (deficit) (81,740) (64,565) (10,146) (9,983)
At 31 December 2006 neither the Company nor its subsidiary undertakings had reserves available for distribution (2005: nil).
22 OTHER RESERVES
Translation Merger
reserve reserve Total
Group £'000 £000 £'000
At 1January 2005 (623) 711 88
Exchange adjustments (4) - (4)
At 31 December 2005 (627) 711 84
Exchange adjustments - - -
At 31 December 2006 (627) 711 84

The merger reserve is the reserve arising from consolidation of Oxford BioMedica (UK) Limited using the merger method of accounting.

Share scheme
reserve

Company £'000
At 1January 2005 147
Credit in relation to employee share schemes 259
At 31 December 2005 406
Credit in relation to employee share schemes 451
At 31 December 2006 857

Options over the Company's shares have been awarded to employees of subsidiary companies. In accordance with IFRS 2 'Share based

Payment' the expense in respect of these awards is recognised in the subsidiaries' financial statements (see note 19). In accordance with
IFRIC draft interpretation D17, the Company has treated the awards as a capital contribution to the subsidiaries, resulting in an increase
in the cost of investment of £451,000 (2005: £259,000) (see note 10) and a corresponding credit to reserves.
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23 CASH FLOW FROM OPERATING ACTIVITIES

Group Company

2006 2005 2006 2005
Reconciliation of operating loss to net cash used in operations £'000 £'000 £'000 £'000
Continuing operations
Loss before tax (19,388) (10,295) (163) (316)
Adjustment for:
Depreciation 537 674 - -
(Profit)/loss on disposal of property, plant and equipment (1) 33 - -
Interest income (1,743) (969) - (112)
Interest expense 29 31 - -
Charge in relation to employee share schemes 451 259 - -
Changes in working capital:
(Increase)/decrease in trade and other receivables (107) (190) 13
Increase in payables 2,583 457 3
Decrease in provisions (87) (74) - -
Net cash used in operations (17,726) (10,074) (147) (321)

24 PENSION COMMITMENTS

The Group operates defined contribution pension schemes for its Directors and employees. The assets of the schemes are held in
independently administered funds. The pension cost charge of £261,000 (2005: £237,000) represents amounts payable by the Group to
the funds. Contributions of £28,000 (included in accruals) were payable to the funds at the year end (2005: £27,000).

25 OPERATING LEASE COMMITMENTS - MINIMUM LEASE PAYMENTS

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

2006 2005
Vehicles,
Plant and plant and
Property equipment Property equipment
Group £'000 £'000 £'000 £'000
Not later than one year 1,031 11 614 10
Later than one year and not later than five years 3,666 16 1,957 25
Later than five years 234 - 793 -
Total lease commitments 4,931 27 3,364 35
Total future minimum sublease payments receivable 2,029 - 2,683 -

The Group leases equipment under non-cancellable operating lease agreements. The Group also leases its laboratories and offices under
non-cancellable operating lease agreements. The leases have various terms, escalation clauses and renewal rights. The figures for property
leases include a redundant building in San Diego, USA which has been sub-let. A provision of £338,000 has been made (2005: £460,000)
for the expected rental shortfall under this lease (see note 14).

The Company had no operating lease commitments during the year (2005: none).
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26 CONTINGENT LIABILITIES AND CAPITAL COMMITMENTS

There were no contingent liabilities at 31 December 2006 or at 31 December 2005. The Group had commitments of £8,000 for capital
expenditure for plant and equipment not provided in the financial statements at 31 December 2006 (2005: £25,000).

27 RELATED PARTY TRANSACTIONS

Identity Of Related Parties

The Group consists of a parent, Oxford BioMedica plc and two wholly-owned subsidiaries. The main trading company is Oxford BioMedica
(UK) Limited. The second subsidiary BioMedica Inc provides services in the USA to Oxford BioMedica (UK) Limited under a transfer pricing
agreement.

The Parent Company is responsible for financing and setting Group strategy. Oxford BioMedica (UK) Limited carries out the Group
strategy, employs all the UK staff including the Directors, and owns and manages all of the Group's intellectual property. The proceeds of
the issue of shares is passed from Oxford BioMedica plc to Oxford BioMedica (UK) Limited as a loan, and Oxford BioMedica (UK) Limited
manages Group funds and makes payments, including the expenses of the Parent Company.

2006 2005
Company: transactions with subsidiary £'000 £'000
Purchases:

Parent Company expenses paid by subsidiary (152) (944)
Transactions involving Parent Company shares:

Proceeds of Parent Company share issues received by subsidiary 160 28
Proceeds of subsidiary employee share sales received by parent (232) (346)
Cash management:

Cash loaned by parent to subsidiary 707 29,994

The loan from Oxford BioMedica plc to Oxford BioMedica (UK) Limited is unsecured and interest free. The loan is not due for repayment
within 12 months of the year end. The year end balance on the loan was:

2006 2005
Company: year end balance of loan £'000 £'000
Loan to subsidiary 108,251 107,768

In addition to the transactions above, options over the Company's shares have been awarded to employees of subsidiary companies. In
accordance with IFRIC draft interpretation D17, the Company has treated the awards as a capital contribution to the subsidiaries, resulting
in an increase in the cost of investment of £857,000 (2005: £406,000).

There were no transactions (2005: none) with the dormant joint venture ViroTech Limited.

As described in the Directors' Remuneration Report, in 2004 Oxford BioMedica (UK) Limited entered into a consultancy agreement with
Mark Berninger, a Non-Executive Director, in connection with the Group's licensing strategy for the LentiVector technology. In addition to
Directors' fees a total of £6,329 (2005: £22,387) was incurred in consultancy fees.

A close family member of Andrew Wood is employed by the Group and is paid at market rate. Total compensation comprising salary,
national insurance and pension cost was £62,000 (2005: £57,000)
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