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THIS ANNUAL REPORT ON FORM 10-K CONTAINS FORWARD-LOKING STATEMENTS THAT INVOLVE RISKS AND
UNCERTAINTIES. SUCH STATEMENTS INCLUDE, BUT ARE NOLIMITED TO, STATEMENTS CONTAINING THE WORDS
“BELIEVES,” “ANTICIPATES,” “EXPECTS,” “ESTIMATES” AND WORDS OF SIMILAR MEANING. OUR ACTUAL RESULTS
COULD DIFFER MATERIALLY FROM ANY FORWARD-LOOKING SATEMENTS, WHICH REFLECT MANAGEMENT'S
OPINIONS ONLY AS OF THE DATE OF THIS REPORT, AS ABULT OF SUCH RISKS AND UNCERTAINTIES. WE UNDERTAKE
NO OBLIGATION TO REVISE OR PUBLICLY RELEASE THE REB.TS OF ANY REVISIONS TO THESE FORWAR-LOOKING
STATEMENTS. FACTORS THAT COULD CAUSE OR CONTRIBUTED SUCH DIFFERENCES INCLUDE, BUT ARE NOT LIMITED
TO, THOSE FOUND IN THIS ANNUAL REPORT ON FORM 104 PART I, ITEM 1A UNDER THE HEADING “RISK FACTORS;

IN PART II, ITEM 7 UNDER THE HEADING “MANAGEMENT'SDISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS;” AND ADDITIONAL FACTORS DISGSSED ELSEWHERE IN THIS ANNUAL REPORT AND IN
OTHER DOCUMENTS WE FILE FROM TIME TO TIME WITH THEECURITIES AND EXCHANGE COMMISSION, INCLUDING
OUR QUARTERLY REPORTS ON FORM 10-Q. READERS ARE CHNONED NOT TO PLACE UNDUE RELIANCE ON ANY
FORWARD-LOOKING STATEMENTS.




PART |
ITEM1. BUSINESS
OVERVIEW

We are a biomedical company whose technology platie based on the science of electroporation. lWedeader in developing hun
therapeutic applications of electroporation, whisles brief, controlled electrical pulses to inceezallular uptake of useful
biopharmaceuticals, with what we believe to beitigeistry’s most extensive patent portfolio coveringivo electroporation. To our
knowledge, we were the first to commercialize labory electroporation equipment. We now developinadpplications of our
electroporation technology, the MedPul8er Elearapion System, which delivers drugs or genesdattcancer, infectious diseases, and
protein deficiency diseases. We are focused on angializing our Selective Electrochemical Tumor &tidn (SECTA) therapy and
developing multiple DNA vaccines using our delivgtgtform for gene-based treatments. SECTA, ouallablation therapy for solid tumors,
is designed for local treatment of solid tumordeatively killing cancerous cells and minimizingstoetic and functional impacts to healthy
tissue typically treated around the tumor. We hsaugght to enhance our technologies through vatioessing and collaboration agreements.
With our partners, we are researching and devejopinducts using our patented DNA delivery techgs for the prevention and treatment
of serious and life-threatening diseases.

We are currently building two major franchises lshse our MedPulseét  Electroporation System: Ongpkngd DNA vaccines.

Oncology

For oncology, our therapy uses electroporatiomttaace the local uptake of the generic cytotoxigdileomycin sulfate to achieve
tumor cell death. Our system, which uses a pulsemgtor together with disposable needle applicatiavers electrical pulses to tumors
injected with the drug. We believe the distinctieature of the system is the preservation of hgdifisue at the margins of the tumor. We
anticipate the system may therefore afford advast@yer surgery in preserving function and imprguime quality of life for cancer patients
who would otherwise face significant morbidity asisted with cancer surgery. Our SECTA therapy iBlirase 111 clinical trials in the United
States and Europe for the treatment of recurresd a@d neck (H&N) cancer; and in Phase I/l forttleatment of recurrent breast cancer. In
addition, we are conducting prearketing studies to support the commercializatibaur SECTA system in Europe. Prior to commersédés
of our SECTA system in the European Union (EU),arerequired to obtain, and already have obtaia&f Mark, which is recognized
internationally as a symbol of quality and comptienCompletion of the European prexketing studies will provide pharmacoeconomia
to be used to seek reimbursement, as well as pradditional efficacy and safety data and locakemce with physicians who are thought
leaders in Europe. This pre-marketing data isa eitmponent of a European commercial launch oStBETA system and will represent an
important milestone for us.

DNA Delivery/DNA Vaccines

As part of our MedPulsét product line, our effartsumor ablation are complemented by the develmof other cancer therapies
using electroporation therapy for the intracellualivery of DNAbased treatments. To our knowledge, we were thedimmpany to initiate
clinical study involving the use of electroporati@thnology to deliver therapeutic genes in humdnjests, which we achieved in
collaboration with investigators at the Moffitt Gaam Center in Tampa, Florida in December 2004. iFhisstigation was approved by the L
Food and Drug Administration (FDA) and involvesatteporating melanomas with DNA encoded to exppesticular cytokines in an
attempt to stimulate immunity against the patietttsor. In 2004, we extended our license with Vitat. (Vical) (NASDAQ:VICL) to
include




a worldwide license for the use of our electropioratechnology together with Vical's “naked” DNAdenology for their development of an
HIV DNA vaccine. In 2004, we executed a major liseig deal with milestone and royalty payments Wrck & Co., Inc. (Merck)
(NYSE:MRK) for the development of proprietary DNAgacines for cancer and infectious diseases usétgreporation. In January 2005, we
acquired Inovio AS, a Norwegian company, expandingpatent portfolio in the area of intramusculectroporation. Through the Inovio #
acquisition we also obtained a collaboration with University of Southampton (Southampton), UnKéadom on a Phase | clinical study
for the electroporation of a DNA vaccine for prastaarcinoma. Our DNA electroporation delivery teclogy is now being evaluated in four
independent Phase I/1l clinical trials togethermwoffitt, Vical, Merck and Southampton, respeclivén January 2006, we also executed a
collaborative commercialization agreement with 8dpAB (Tripep) (Stockholm:TPEP.ST) to co-develdpepatitis C therapeutic vaccine,
which is likely to result in another Phase | clalitrial this year. In November 2006, we executedtber major non-exclusive license to our
DNA delivery technology for intramuscular applicats regarding certain therapeutic DNA vaccines Wiyeth Pharmaceuticals, a division
of Wyeth (Wyeth) (NYSE: WYE).

In addition to our electroporation technology, vaa/é acquired technology for controlling gene exgimsand for the delivery of DNA
vaccines. Our GeneSwitéh technology is a genétiealgineered form of the progesterone receptdrdha regulate the gene expression of
gene therapy vectors in a dose-dependent manwoedén to trace amounts of a clinically approved-prigestin. Our GeneSwitc¢h
technology is currently licensed for research pegs to Invitrogen, Wyeth, Organon, GSK, LARNAXn8myx, and to Bayer Schering
Pharma AG for the development of selected genaflygoroducts. Our DNAvaX polymer and lipid formtiida useful for DNA vaccination
is currently licensed for use with DNA vaccine tealogy by IDM Pharmexa-Epimmune and Innogenetics.

We believe that attempts to pioneer new therapmssdh on DNA have been hampered by the complexity, effects, or lack of
therapeutic response associated with other deliveghanisms. Viral vectors, which are geneticaligieeered viruses used as carriers or
vectors to deliver DNA to the cell, are complex drade posed concerns relating to toxicity. In addito safety issues, viral vectors are
difficult and expensive to manufacture. Lipid vestghare some of these same challenges. Otherampg®such as the gene or particle gun
have shown utility for certain applications. Beaaetectroporation enhances the level of DNA dejivaard gene expression observed with
non-viral vectors and has proven efficient and safnimal experiments, we have been developingfMiéskr® DNA Delivery Systems for
different target tissues and applications. By eegimg different applicators and choosing approgrdectroporation parameters, we believe
we can deliver sufficient volumes of DNA to musdl@nor tissue, skin or the vasculature to gendeatels of gene expression capable of
producing clinically significant therapeutic or plyylactic responses. We believe such results wiaglititate our existing attempts to prom
DNA technologies as preferred therapies for carnéctious diseases including bioterrorism targetstein deficiency diseases resulting
from genetic defects, and vascular diseases.

MedPulser® Electroporation Instrument

Our MedPulseP electroporation system deliversrotlet electrical pulses to facilitate the uptakeiseful biopharmaceuticals. The
pulse generator is designed for ease of use, satiminimal user input is needed to apply the tmerBased on the size and anatomical
location of the tumor to be treated, a physicidacs the most appropriate electrode applicatoe. dpplicator is then connected to the pulse
generator of the MedPuls&r electroporation instmimEhe applicator sends information for that mantr applicator’s size and shape to the
pulse generator, which automatically selects thr@piate treatment parameters. Several differlect@de applicator configurations are
currently available. The pulse generator is designellow for a wide variety of new electrode apalor configurations in order to provide
accessibility to a broad scope of tumor types.ddition, the system incorporates other features




to minimize the possibility of applicator reuseveall as prevent the use of competitive applicatath the MedPulser electroporation
instrument. The commercial version of the MedPutsetectroporation instrument has been certifiedJngerwriter Laboratories (UL), an
independent test laboratory as meeting internaltieleatrical safety requirements.

In the U.S. a product approval pathway negotiatid the FDA requires market approval of the MedPButs and SECTA therapy
through a pre-marketing approval application (PMyfgnted by the Center for Devices and Radioloditelth (CDRH). The FDA treats
SECTA as a combination product with the mechanifaction related to the activity of the genericglhleomycin sulfate. Consequently, the
clinical trial design and review will be handledaa®MA with collaboration between CDRH and the @efar Drug Evaluation and Research
(CDER) in the review of the clinical study. Duetke complexities of completing Phase I, Il, andclihical trials we are currently unable to
estimate the length of time or cost involved inadhing the required approvals from the FDA.

In Europe and Asia, we anticipate that the MedR@selectroporation instrument will be regulated a®waick. In the EU, the MedPuls
® Electroporation System falls under the Medical ibeDirective 93/42/EEC (MDD), meaning that priormharketing the MedPulsér
Electroporation System we are required to obtanGE Mark for this device. This process includesdertification of our quality system to
the requirements of the MDD. We have achieved CiEkMartification for the MedPulsér  ElectroporatiSgstem, which allows us to
distribute it in the European community. In many &dintries, bleomycin sulfate is approved for ifitranoral, intra-lesional, local,
intramuscular or subcutaneous administration. Asattiministration of approved drugs outside thel ladaication may be at the discretion of
the physician and hospital pharmacist, we canredipt with absolute certainty whether additiongjulatory approvals for the combined use
of the drug with our system may be required inaiartountries. The costs associated with any filifog such regulatory approvals cannot be
reasonably determined at this time.

To our knowledge, we are presently the only U.$agany that has publicly announced that it has #pakility to manufacture
electroporation equipment in compliance with th&.Lhnd European Quality System Regulations. Welm§eve we are the only company
participating in clinical trials using electropdmat therapy for DNA delivery. Our competitors indRiseveral companies that either have
rights to intellectual property related to electsogtion devices, to electroporation methods, @pplications of electroporation.

We believe that our compelling asset base of etalial property resulting in scientific and engitreg accomplishments, combined with
our clinical results to date, position us as adead both electroporation-based electrochemickteim of solid tumors and in electroporation
as a method of DNA delivery.

BUSINESS STRATEGY
Our objective is to be a biomedical company focusedeveloping and commercializing products tharess significant unmet medical
needs and, as a result, improve patients’ qualitifeo To achieve this objective, our businesaggy includes the following key elements.

Therapeutic Drug and DNA Delivery

We develop equipment designed to enable the uskecioporation to achieve efficient and cost-dffecdelivery into patients of
therapeutic drugs or DNA targeting a variety aiéiéses. Although there are many diseases whereveghdrug or DNA delivery is
important, we believe that our greatest opportasitie in applying electroporation to the areasrafology and DNA-based therapies
(including immunotherapy).




Advancing our Product Pipeline

We currently focus our resources on the independievglopment of our SECTA product line, and aimgeaerate clinical data
supporting commercialization from our current dadiprogram. Through conducting the European preketimg studies, our strategy is to
provide the initial clinical and pharmacoecononiR&] data to support commercialization efforts byappropriate global or regional partner,
ideally with an established oncology device frasehiThe initial product launch would therefore lsdxd on the company’s initial approved
indications, to be followed by the partner’s invesnt in additional applications.

We also focus our resources on the developmemtfeétious disease vaccines and cancer immunotlesrapMe intend to retain
significant participation in the product developrnand commercialization of any of these DNA vacsiaad therapeutics in pre-clinical and
human trials. We may choose to expand our progeardsenlist the support of more partners to accelgnaduct development and
commercialization.

Expand Market Opportunity

The market opportunity afforded by the initial H&Bkin, and breast indications, although substardi@s not represent the full poten
of our SECTA therapy. Therefore, our plan is tontify additional market opportunities and developingaths, including improvements to
the applicator design, writing protocols and peshaptaining FDA approval for protocols addressadgitional indications in order to
substantially reduce the start-up time for a partog@ursue new applications. We have focused twvites that can create additional value
without a significant adverse impact to our finahecesources and staff. Considerable effort hag guio analyzing the market potential and
path to commercialization, identifying opportungtimcluding:

« palliation;

 laryngeal cancer;

< tumor margin treatment after surgical resectiofjuaht); and
« tumor size reduction prior to surgical resectioeqtadjuvant).

We are also actively pursuing refinements, thewatan of potential enhancements to our core telcigies and the exploration of
additional DNA delivery technologies. We are deypéhg future product candidates based on these ¢témgies through pre-clinical and
clinical testing to determine their safety andczftiy. We also seek to develop additional applicatfor our technologies by testing new
approaches to disease control or prevention. Té#ses could lead to further independent prodwstelopment or licensing opportunities. In
addition, we continually evaluate compatible tedbgies or products that may be of potential intefesin-licensing or acquisition.

Expand the Application of Our Technologies and Enable Product Development Through Strategic Collaborations

In advanced pretinical trials and early clinical trials, our taablogy has enabled high levels of DNA uptake antegexpression witho
significant acute side effects. Based on the resldtained, we believe that our technology is wedlitioned and as capable as competing
technologies to meet the requirements for DNA vaesiand immunotherapy. Our strategy is to develdp Daccine and immunotherapy
applications with major pharmaceutical, biotechggland government agency partners wherever reagoaati/or possible to license our
DNA delivery technology for specific genes or sfiieanedical indications. In most partnering sitoas, we provide proprietary instruments
and expertise to optimize the delivery of DNA farficular applications and the partner company igiesvits proprietary gene, allowing us
access to complementary technologies or greateuress. We believe that entering into




selective collaborations as part of our produciettgyment programs can enhance the success of @dmgirdevelopment and
commercialization, diversify our product portfohod enable us to better manage our operating €@stscollaboration with partners allows
pre-clinical research, clinical trials and mutudgneficial opportunities to expand our producepie, which may lead to the introduction of
a new treatment and/or products in the marketpaeerate and range which we may not be able tpatipn our own. Additionally, such
collaborations enable us to leverage investmemtunycollaborators and reduce our net cash burrewbthining significant economic rights.
Our goal is to enter into additional agreementgcegnse our electroporation technology for usenmdelivery of specific genes in 2007 and
2008. See “Business Objectives” for further disturssf our corporate strategy and goals.

Business Objectives

We currently have the following business objectives

1.
2.

Conclude patient enroliment of Phase Il recuraamd second primary H&N cancer studies in the Un8.EBU;

Conclude the European pre-marketing clinical stofdyew and recurrent primary squamous cell carcaét®&N (SCCHN) cancers
to support the commercialization of our SECTA tlpgrasing our MedPulsé&r  electroporation systennénBEU;

Conclude the European pre-marketing clinical stofdgrimary and recurrent skin cancers to suppamroercialization of our
SECTA therapy using our MedPulser  electroporasipstem;

Conclude patient enrollment in the Phase I/l breaacer study to treat locally recurrent canctsrad mastectomy or partial
mastectomy in the U.S. and EU;

Conclude a strategic global or regional licensg.(&uropean) with a partner for development aedniarketing rights to the
SECTA therapy for treating solid tumors;

Enter into further industry relationships for theewf our electroporation technology in the delvefr specific therapeutic genes;
and

Initiate additional Phase | human clinical studieslving the use of electroporation with DNA, mdigely in the areas of
infectious disease and cancer.




PRODUCTS AND PRODUCT DEVELOPMENT

Together with our licensees and collaborators, iecarrently developing a number of DNA-based vaesiand therapeutics for the
prevention or treatment of cancer and infectioggases. Our current independent development fears dur novel SECTA technology. The
table below summarizes progress in our independehifborative and out-licensed product developnpeograms.

Pre-Clinical
Studies Development Status
Phase
Product Target and Phase Phase Phase

Product Area Indication(s) In Vitro In Vivo | Il 1] [\ Development

Therapeutic Drug

Delivery Oncology
H&N P P P P IP |Pr** Inovio
Cutaneous BCC & SC P P P P |P* Inovio
Melanoms P P P P Inovio
Kapos's Sarcomi P P p* Inovio
Pancrea: P P P Inovio
Liver B P p* Inovio
Breast P P IP Inovio
Prostate B P Inovio
Hepatocellular Carcinomr P P Inovio
Lewis Lung Carcinomi B P Inovio
Non-Small Cell Lung P P Inovio
Fibrosarcom: P P Inovio
Glioma P P Inovio
Ovarian P Inovio
Dermatology Inovio
Vitamin C P P Inovio
Warts P P Inovio
Vascular B P Inovio

DNA Delivery

Immunotherap) Malignant Melanom: P P P Moffitt/RMR
Metatstatic Melanom B P IP Vical

DNA Delivery

Tumor-associated

antigen therapeutic vaccin HER-2 and CEA, unspecified canc P P 1P Merck

Univ. of

Prostate Cance P P 1P Southamptor
Unspecified Cance P Merck
Unspecified Cance IDM

DNA Delivery Infectious disease Pharmexa-

vaccine HIV Vaccine** P P P Epimmune
HBV Vaccine** B P B Innogenetic
HCV Vaccine P P Tripep/Inovio
CMV Vaccine B P Vical
Unspecified Target P P Wyeth
Biodefense Target P P US Army
HCV Vaccine** P P Innogenetic:
HPV Vaccine** P P Innogenetic:
Cancer Vaccine** P P IDM

= Completed

IP  =In Progress

* Efficacy studies conducted in North America wittpegval of selected clinics’ Investigational ReviBweards (IRB) or in the EU by
clinics’ Ethics Committees




**  Acquired through Valentis acquisition in Octobefg0
***  Phase IV trial in EU only
Electroporation and Inovio’s MedPulser® Instruments

Most drugs must enter through a cell membraneardell in order to perform their useful functionowever, gaining entry into a cell
through the outer cell membrane can be a significhallenge. In the 1970s it was discovered thabitief application of high-intensity,
pulsed electric fields can create temporary andn®lile permeability, or pores, in the cell memlerarhis pulse-induced permeabilization of
the cellular membrane is generally referred tol@stmporation. One observable effect of cell meankerelectroporation is the less restricted
exchange of molecules between the cell exterioratedior—the benefit being that it allows and emtes the uptake of, for example, a
biopharmaceutical agent previously injected intaldissue. The extent of membrane permeabilizatepends upon various electrical,
physical, chemical, and biological parameters.

The transient, reversible nature of this electqmimeabilization of membranes is the underlyingjdaf Inovio’s MedPulse?
electroporation instruments. The MedPuler geasmlectric fields in target tissues to inducetetsoration, which increases cellular
uptake of molecules such as chemotherapeutic dmgigven large molecules such as DNA. Most ceigygnd tissue can be successfully
electroporated as long as applicators with the@pyate configuration of needle electrodes candsluo expose cells and tissues to the
electric field.

Selective Electrochemical Tumor Ablation (SECTA) Tlerapy System

Successful electrochemical ablation of tumors megutihe presence of a sufficient extracellular eatration of the chemotherapeutic
drug (i.e. bleomycin sulfate) as well as the getiemeof an electric field of appropriate strengththe targeted tumor mass to increase cell
membrane permeability and thereby intracellularcentration of the drug. Consistent delivery of lettic field of minimum strength to the
tumor cells, without unnecessarily risking damam#he surrounding healthy tissues by delivery el exceeding a critical maximum value,
is one key to the effectiveness of our MedPutselectmporation instrument.

The principle operation of our MedPulser electmapion instrument is the creation, within the caef of a series of conductive
needle-electrodes arranged in a six-needle hexhgoag, of a pulsed electric field of sufficientength to induce a transient increase in the
permeability of membranes of the cells enclosetiwithe field. Our MedPulsér  electroporation instent supplies a series of precisely
timed, short duration pulses of a very specifidagé to pairs of the applicator needle-electrogesatomatically sequences these pulses
among the pairs of opposed needles comprisingdbdla array. This “sequencing” of pulses assuregtate and uniform coverage of the
electric field within the needle array and complatel uniform electroporation of the cell membranes.

Our SECTA therapy consists of our MedPulBer  ebgeiration system, which enhances local cellulaakgbf useful
biopharmaceuticals, in conjunction with a desigdatieemotherapeutic agent called bleomycin sullBECTA has been specifically designed
to destroy malignant tissue without harming norhredlthy tissue.

The Medpulsef electroporation system has two corepts: (1) a pulse generator that creates therieléield; and (2) a sterile,
disposable electrode applicator for single patieset The applicators presently used contain nedeldtrode arrays that are inserted into the
tumor tissue. The applicators vary in needle lengéiedle gauge, electrode needle spacing, tip amgldvandle configuration to allow the
physician to access a wide range of tumors. NeViigumations of electrode applicators have beenampiated for future development to
address future customer requirements.




The SECTA therapy is intended to provide physiciaith an easy-to-use alternative to surgery to jgl@local tumor control. Surgery is
a clinical tool frequently used to remove solid turs) but can result in disfigurement and loss atfion. We believe our SECTA therapy is
highly selective and effective in killing canceraedls and can minimize or avoid detrimental outesrthat can arise from surgery. In doing
S0, it may improve the patient’s quality of lifecareduce treatment and hospitalization costs.

Phase Il Studies

We are enrolling patients in two Phase Il pivataidies to evaluate the use of our SECTA systeatessatment for recurrent and second
primary squamous cell carcinoma of the H&N (SCCHNje trials have sites in North America, the EU #ralrest of the world, and are
divided by tumors that are anterior and postendhe tonsillar pillar. Both protocols compare @ECTA therapy to surgery in patients with
resectable recurrent or second primary SCCHN. Timegoy endpoint of the study is to demonstrate gaients treated with electroporation
therapy have superior preservation of function.(eaging in public, diet, and talking) comparedhittiose who undergo surgery. Secondary
endpoints include local tumor control and survifith the goal of showing non-inferior results caangd to surgical treatment) as well as
safety and pharmacoeconomic advantage.

In late 1997, the FDA granted us clearance toatd@tmulti-center Phase Il clinical trials in theitéd States utilizing our technology in
combination with bleomycin sulfate (now referrecatothe SECTA therapy) to treat recurrent squarneligarcinoma of the H&N in late
stage patients who had failed conventional thesagieh as surgery or chemotherapy. We also obtainglhr clearance from the Canadian
Health Protection Branch to initiate the Phaseidls in Canada. Two Phase Il protocols were itétian January 1998. The first Phase |l
study was a single crossover controlled study exalg the effectiveness of SECTA with bleomycinfatd to treat tumors that failed an ini
bleomycin sulfate-alone treatment. The second Phasetocol was a single arm study that evaludbedeffect of SECTA with bleomycin
sulfate as the only treatment.

Twenty-five patients (37 tumors) were enrolledria trossover-controlled study and initially receivd#eomycin sulfate treatment alone
without electroporation. None of the tumors treatethis manner showed a complete respdnse arydooiel tumor demonstrated a partial
clinical responsé . Seventeen of these patientsesuiently had lesions treated with bleomycin seléatd EPT. Of the 20 lesions treated,
55% achieved an objective clinical respohse . Phiwided convincing evidence of the enhancing ghilf our SECTA therapy to ablate
tumors with the combination of bleomycin sulfatel ahectroporation.

In the open-label Phase Il (single arm) studypatlents received full bleomycin sulfate and EPThadr initial treatment. Among the
25 patients (31 tumors) treated, 58% achieved gattbe clinical response. This second Phaseadl &iiso confirmed the results of the first
Phase Il trial in which patients first receiveddtgy/cin sulfate alone and then were crossed ovexaeive SECTA.

In a similar open-label single arm study condudteBrance, 56% of lesions achieved an objectiv@adl response consistent with the
North American results

More recently, market seeding trials in the EU aatéd bleomycin sulfate and EPT for localized prina recurrent oral cavity
squamous cell carcinoma. Sixteen of the 20 patienors (80%) had no evidence of cancer cells bppahology assessment four weeks
after treatment, further validating the potentfaE®T as a primary local treatment for H&N cancer.




The results of these H&N cancer studies are pravidehe table below.

Objective Tumor

Response(3
H&N Cancer Responding Non-Responding
Study Type/Treatment # Patients  # Tumors Tumors Tumors
Phase I/1I Advancec 10 10 8(80%) 2(20%)
North America Blec-EPT
Phase —Study(1) Advancec 25 37 1(3%) 36(97%)
North America Blec-alone
Phase —Study(1)(cros-over) Advancec 17 20 11(55%) 9(45%)
North America Blec-EPT
Phase —Study(2) Advancec 25 31 18(58%) 13(42%)
North America Blec-EPT
Phase —Study(3) Advancec 12 18 10(56%) 8(44%)
EU Blec-EPT
Market Seediny Primary anc 20 20 16(80%) 4(20%)
EU Early Recurren
Blec-EPT

(1) Complete response means that no sign of the tusrresent.
(2) Partial response is > 50% reduction in tumor volume

(3) Objective tumor response includes complete andgbaesponses to treatment.

Phase I/Il Studies

We are currently enrolling patients in our PhaHestlidy to treat locally recurrent breast candegraa mastectomy or partial mastectomy
using our SECTA therapy. The ultimate goal beydregrimary objective of demonstrating safety irs thhase /1l study is to establish
SECTA as a viable alternative to surgery for reence and can be considered an alternative to niastedi.e. to preserve breasts). Recur
breast cancer is often responsive to therapy atiensiwith local-regional disease including cheatl recurrences may become long-term
survivors with the appropriate therapies. Howeubgst wall recurrences are problematic for theisatg@ncologist to remove or for the
medical oncologist to effectively treat with sysiemohemotherapy. For this reason, there is a saggmif unmet clinical need for a new
approach.

The primary endpoint of the Phase /Il breast castgly is to determine the safety profile of thed®ulsef electroporation therapy in
conjunction with intralesionally-injected bleomydulfate for the treatment of cutaneous and subegias metastatic or locally recurrent
breast cancer. The secondary endpoints are toyvesponse by histology and to initially assessaiurasponse rates. It is our goal to
complete enrollment of up to 12 patients in thstfijuarter of 2007.
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Pre-Marketing Studies

We are enrolling patients in two pre-marketing Eag@n clinical studies, one for patients with priynar recurrent SCCHN and one for
patients with primary or recurrent cutaneous oicstdmeous tumors. Both studies are consistentthtiintended use of the SECTA system
and are designed to support commercializationer&4. Prior clinical trials supported the safetd @erformance of the SECTA system for
the treatment of these tumors, which resulted ¢uiseg the CE Mark. The European clinical studiesdesigned to:

. document the clinical and pharmacoeconomic beneffilse SECTA system in support of sales, with ngdind reimbursement
within the EU;

. establish centers of excellence to facilitate eadgption and sales;
. create a reference and customer base among kegmopeaders for a targeted pan-European commdatiath; and

. generate additional clinical data to support opseiment applications and approvals in North America

Each study is enrolling approximately 800 patients at about 60 hospitals located in the,lGermany, Italy, France, Austria, and ot
western European countries. The studies will etal&&CTA’s pharmacoeconomic impact on the cospefative and post-operative care. It
will also examine patients’ quality of life, ancchld tumor control within the SCCHN study group. §tata will help to define the overall
benefits of the SECTA system for the treatment@ECSIN relative to the standard of care, which igofsurgery and frequently compromises
a patients ability to speak or swallow and may be grossfigliring. The European studies are restrictethiéaiteatment of recurrent SCCt
and therefore differ from the current U.S. Phaskelinhical trials, which are controlled two-armethts for the purpose of collecting clinical
data to support the filing of market applicationghe U.S.

In late 1997 and early 1998, we received reguladgmgyroval to initiate clinical trials for H&N cancemetastatic cancer of the liver,
pancreatic cancer, metastatic melanoma and kaps@sitema and to initiate an expanded metastatiamosaia study. These trials involved
treating multiple lesions with bleomycin sulfatedaglectroporation together and control lesionsté@avith bleomycin sulfate alone on each
patient. The overall results of these cutaneousarastudies are provided in the table below.

bleomycin bleomycin
sulfate-Electroporation sulfate-alone Tumor
Tumor Response Response
Objective Objective
Study # Patients # Lesions Response # Lesions Response(l
Melanoma 44 178 141(79%) 61 13(21%)
Basal Cell Carcinoma (BC( 25 64 64(100%) 8 1(13%)
Kapos’s Sarcoma (KS 5 13 13(100%) 11 6(55%)

(1) Obijective tumor response includes complete andgbaesponses to treatment.

The overall average tumor response rate followlagteporation with bleomycin sulfate in cutaneansl subcutaneous cancer was 86%
(ranging from 79% for metastatic melanoma to 100%bfsal cell carcinoma and kaposi’'s sarcoma coeagpaith an overall tumor response
rate of 25% for bleomycin sulfate-alone treatedbles (ranging from 13% for basal cell carcinoma/a2fbr metastatic melanoma to 55% for
kaposi's sarcoma cancer).

These trials were initiated to demonstrate the SE€Jstem’s safety and performance in treating &etaof solid tumors in support of
CE Marking of the system. We achieved the CE Mautification in March 1999. To date, the SECTA systis CE marked as an
electroporation device indicated for the
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treatment with bleomycin sulfate of H&N cancer autianeous and subcutaneous cancers. This allotesnuarket our SECTA system within
the countries of the European Economic Area (EEBA)ch includes all countries of the European Union.

SECTA Commercialization and R&D

Our research and development efforts in the fi€ldneology focus on preparing for a strategic altia with a major partner in oncology
that will market, sell and distribute the SECTAtsys in the major territories (i.e. North AmericajrBpe and Asia). We expect that the
company would receive upfront and milestone paymant royalties on the sales of the devices bgahemercial partner. It is possible that
we might manufacture and supply devices to thenpartf we do so, then we would expect to derivditgmhal income from the sale of the
devices to the partner at an agreed upon “trapsiee” at which the Company would recover the aigijoods for manufacturing the product
and related overheads as well as receive a negipabfit. Preparations for a strategic allianagude the organization and summarization of
engineering, pre-clinical and clinical data andbrels to enable prospective partners to carry optcaggiate due diligence.

In addition to our work in H&N cancer, we plan teeuour SECTA system to deliver bleomycin sulfatettie treatment of other cancers.
We are currently assessing our competitive advanfiagthe treatment of other cancers and the dineaokets that we could potentially serve.
Extension of our SECTA system to additional indmas is expected to involve pre-clinical and engitrey work regarding the treatment of
additional cancer types and the design and mamuréof new types of electrode applicators, such sgecialized applicator for laryngeal
cancer. We intend to develop second-generatiottrefmration devices for cancer treatment includiegices that minimize muscle
contractions and a device for treating deepted tumors, such as prostate tumors. We intecahtinue to strengthen our intellectual prop
position in the oncology area by pursuing patentgmtion of any new material inventions. We beliévese investments should add value to
our opportunity and enhance the valuation of amyngaship that we may enter relating to our SECTégpam.

DNA Vaccines and Immunotherapies

DNA vaccines are intended to prevent a diseas@fitactic vaccines) or to treat an existing disg#serapeutic vaccines). A DNA
vaccine consists of DNA plasmid molecules encodirsglected antigen or fragment of an antigen tleainéroduced into cells of humans or
animals with the purpose of evoking an immune raspdo the encoded antigen. Information encodéeiivaccine DNA plasmid molecules
directs the cells to produce proteins that may thigger the immune system to mount one or bottwofresponses: the production of
antibodies, also known as humoral immune resparstpr the activation of T-cells and “killer cellspllectively termed cell mediated
immune response. These responses can neutrakgienarate infectious agents (viruses, bacteria, @hér microorganisms) or abnormal ¢
(e.g., malignant tumor cells). DNA vaccines hawesal advantages over traditional vaccines intiey are completely non-pathogenic
(meaning they cannot cause the disease), may éetie#f against diseases which cannot be contrbiedaditional vaccines, and are
relatively fast, easy and inexpensive to design@onduce. DNA vaccines are stable under normalrenmiental conditions for extended
periods of time and do not require continuous gefiration. A potentially major advantage of DNA viaes is their short development cycle.
For example, DNA vaccines against newly identifi@dl agents may be developed within weeks or ngrak opposed to the years often
required to develop a traditional vaccine candidate

We have acquired considerable expertise in the@lgliand efficacy evaluation of DNA vaccines, batfainst infectious agents and
complex diseases, such as cancer. In most casémweechosen skeletal muscle as the target tissuaécine delivery as this muscle is
known to facilitate robust and long-lasting
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immune responses. However, skin is also an atmatdrget for DNA vaccination and we have developed patented technology for DNA
delivery into skin cells as well.

We are building a DNA franchise around the usewfproprietary electroporation technology togethih gene-based treatments. The
flagship of our development efforts involve licersggreements with Wyeth, Merck and Vical in whichde companies are supporting the
development and registration of the therapies usimglevices. This strategy of utilizing developitngartners distinguishes the DNA
franchise from that of the oncology franchise irichhwe are currently sponsoring the developmemtresff To date, most of our DNA vaccine
development programs have been primarily initidhga@orporate partners who sustain the majoritjhefdevelopment expenses and have the
ability to conduct the commercialization activities

MedPulser® DNA Delivery Systems

DNA vaccines have tremendous potential as therapageénts for treating various diseases. One okélyeobstacles to the successful
development and commercialization of DNA vaccinagehbeen the limitations associated with currehtely systems. Alternative
approaches based on the use of viruses and lipgdsoanplex and expensive, have shown inconsisfiattiveness, and have in the past
created concerns regarding safety. Electroporaiowides a straightforward, cost effective methaddelivering DNA into cells with high
efficiency and minimal complications (as comparmedital vectors) and, importantly, inducing levefsgene expression considered suitable
for clinical development.

The MedPulse? DNA Delivery System (DDS) has beevetbped to optimize the delivery of DNA into mwescklls. The modified
system is similar to the MedPulser Electroporasystem and SECTA therapy described before. Timegpyi differences are in the
parameters of the electric pulses delivered bytheerator and the needle-electrode configuratidhefpplicator. The pulse is designed
specifically for DNA delivery with a lower strengtiectrical field of longer duration than for tunelectroporation. The applicator has a four
needle-electrode array consisting of one set obsip pairs. They are available in a range of gurfitions to meet the requirements of a
variety of applications. In addition to the MedRuil® DNA Delivery System we are also testing a ezldDNA electroporation system. We
acquired a novel DNA delivery device termed thegBlgystem as part of our acquisition of Inovio A2005. The Elgen system is designed
for muscle delivery and consists of a computer+aled, motorized two needle delivery device tm¢cts DNA and delivers electroporation
pulses through the same set of needles. This empetal system is currently under evaluation in@imical trial for a prostate cancer vaccine
at the University of Southampton in the U.K.

For DNA delivery to tumor cells we use a devicet feasimilar to that used for SECTA in that it uslee same type of six needle
applicators and a similar electrical field strengthe system is termed the MedPul8er DNA Electrafgon System. Extensive preclinical
testing has found that the electroporation pararseteveloped for SECTA are also useful in delivgmhasmid-based therapeutics to tumors.
This observation allowed us to quickly expand qopartunities into the direct delivery of DNA encodicytokines into accessible tumors
using the MedPulsét DNA Electroporation System.

Cancer Therapies

Although cancer has been a major focus of pharnt@e¢gompanies for decades, cancer is still tloeseé leading cause of death in the
United States. Traditionally, three approaches lien available for treatment of cancer: surgeiation therapy, and chemotherapy. The
limitations of current cancer treatments are dermated by the mortality associated with this dige&s addition, these treatments cause
significant side effects and morbidity.

For many decades, it has been suggested that tharimmsystem should also be able to recognize caetlsras abnormal and destroy
these cells. However, cancer cells have developathanisms that
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allow them to escape the surveillance of the immaystem. A treatment that can augment the immusorese against tumor cells by mak
the cancer more “visible” to the immune system wdikely represent a significant improvement in cantherapy. Immune system-
enhancing proteins such as IL-2 and IL-12 have shemcouraging results. However, these agents oftguire frequent doses that regularly
result in severe side effects. Using DNA-based imatlierapies that enable the body to “naturally”resp or produce IL-2 or IL-12 proteins
or using DNA vaccines, it may be possible to stmteithe immune system to specifically attack caneds. It is possible that such methods
may be used to develop an effective and relatimelytoxic approach for the treatment of cancer.

With our partners we have researched delivery erdraants that may complement certain DNA delivechelogies and may help us
develop cancer therapies. The current clingtalje approaches consist of injecting certain giisdirectly into lesions, which plasmids, uf
uptake into cells, direct the production of theaed immunostimulatory proteins. We have takendpjzroach one step further, following
injection with electroporation. Electroporation bles the entry and significant uptake of plasmidAiNto the tumor cells, ultimately leading
to cytokine production. The intent of this proceglig to induce an immune response that will elin@ribe cancer.

The ease of manufacturing, convenience, and aldlitgpeat administration may offer advantages thesicurrent modalities of therapy.
In addition, cancer therapies using non-viral DN&livkry may offer an added margin of safety comgavéh viral-based delivery, as no vi
DNA/RNA or viral particles are contained in therfarlation.

Preclinical studies in animals have demonstratedséiety and potential efficacy of this approaaibsgquently, in human studies, a very
low incidence of treatment-related adverse eveawg lbeen observed. IL-2 and IL-12 electroporatitma@ced non-viral cancer
immunotherapies under development are discussedbel

In December 2004, we initiated a Phase | clinidgal sponsored by the H. Lee Moffitt Cancer Ceniging our MedPulsét DNA
Electroporation System to deliver IL-12 to tumoiighvthe aim of treating malignant melanoma. Thal is measuring the safety of our
MedPulse DNA Electroporation System to deliveNaDinto tumor cells to mount an immune responsehis Phase | open-label study,
pDNA encoding IL-12 is delivered directly to tumanspatients with malignant melanoma through etgmbration using our MedPuls&r
DNA Electroporation System.

In July 2005, we announced along with our partnieeMnc., the initiation of a human Phase 1 clistudy of an investigational mett
of delivering interleukin-2 (IL-2), a potent immusgstem stimulant, for patients with recurrent rethc melanoma. Intravenous delivery of
IL-2 protein is already approved as a treatmenntfetastatic melanoma, but frequently causes saystemic toxicities. The novel treatment
approach being studied in this trial involves diregection into a tumor lesion of plasmid DNA (p@iNencoding IL-2, followed by
electroporation in which the local application tdatrical pulses are designed to enhance the ujpfatke pDNA into tumor cells. The pDNA
is designed to cause cells within the tumor to poedhigh levels of IL-2 protein locally and theredtimulate the immune system to attack the
tumor without the systemic toxicities associatethvinjected IL-2.

In November 2006, we granted VGX PharmaceuticalSXYa world-wide non-exclusive license to our DN@ligery technology for
intratumoral delivery of a proprietary gene to cohthe growth of melanoma and other cancers. Stidy is currently in the pre-clinical
stage.

DNA vaccines against cancer use a portion of tiietie code of a cancer antigen to cause a hosbthupe proteins of the antigen that
may induce an immune response. The technical fiimita of conventional vaccine approaches have rainstd the development of effective
vaccines for many diseases. In addition, the safglg associated with certain conventional vaceiproaches may offset their potential
benefits. In the broader vaccine marketplace,iihjgortant to note a changing dynamic.
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Traditionally, vaccines have been predominantlygmd on the pediatric market, intended to proteitddiien from diseases that could cause
them serious harm. Today, there is a growing istarevaccines against diseases that may affed¢scknts and adults, which include both
sexually transmitted diseases and infections thi&esopportunistically, such as during pregnancynammuno-compromised individuals,
including the geriatric population. We believe ¢erhnologies, because of their potential safetydeelopment time advantages, could be
ideally suited for the development of this new gatien of vaccines. Preclinical studies in aninfese demonstrated the safety and potential
efficacy of this approach. The following programe anderway with the University of Southampton &efck.

In April 2005, The University of Southampton intea aU.K. Medicines and Healthcare products Regulatoggicy (MHRA) approve
Phase I/11 clinical trial undertaken in collabomatiwith us. The study uses our electroporationrteldgy to deliver a therapeutic plasmid-
based DNA vaccine to skeletal muscle with the dfitne@ting recurrent prostate cancer. The triadnspred and led by the University of
Southampton, is investigating whether the DNA vaecdeveloped at the University of Southampton,stanulate patients to develop
immune responses against prostate cancer and whisinef our electroporation system enhances é¢isisanse. In this Phase 1/l open-label
study, plasmid DNA encoding a prostate tumor amtigedelivered directly to skeletal muscle in patsewith recurrent prostate cancer. This
technology uses electroporation to enable the emdyuptake of plasmid DNA into muscle cells, whigs been shown in preclinical studies
to induce antigen production and generation ohamune response against the tumor antigen.

In November 2005, Merck initiated a Phase | clintdal of a DNA cancer vaccine based on our DNA@elelivery technology that uses
pDNA encoding human epidermal growth factor recegtmr HER-2, and carcinoembryonic antigen, or CB# a result of Merck reaching
this milestone, we received a payment of $2.0 amilliThe Phase 1 trial will evaluate the safetyerhility and immunogenicity of the
vaccine. Further development may lead to additiombdstone and royalty payments.

Numerous cancer antigens have been identified thegpast few decades and better identificatiorstacd under development by others.
We will continue to evaluate opportunities to acgquir partner cancer antigens that may be usefarge market cancers such as breast, lung
and prostate.

DNA Vaccines for Infectious Diseases

The selection of targets for our infectious disga®mgrams is driven by three key criteria: the ctaxipy of the product development
program, competition, and commercial opportunities.

Like cancer, chronic infectious disease pathogensg levolved certain mechanisms that escape tyipicaline surveillance. These
mechanisms often render antibody and antibody-iimgutherapies unable to control infections. A némdechnology that induces strong cell-
mediated immune responses - like DNA vaccinatimnneeded to develop next generation vaccines Variaty of deadly and debilitating
infections.

The premise of genkased immunization is that for a particular tardgtathogen, selected DNA sequences can be intrddottemuscls
where they will produce one or more antigens aedethy elicit both cellular and humoral immune res@Es against that pathogen. Our
proprietary gene delivery system for gene-basedumnation uses intramuscular electroporation teaechk the cellular delivery and
expression of these DNA agents to produce theetbsintigens. Compared to conventional vaccines, Dab&ines delivered using
electroporation may provide important advantagescitelerating the onset and enhancing the leviehwfunity generated, which is critical in
attempting to address threats posed by pandemlugt@rrorism. Pertinent genes can be quickly ifiextand isolated from potential
infectious organisms, sequenced, and synthesizadhfzination of the general population or militémyorder to induce a protective immune
response.
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We believe advantages of DNA vaccines for infedidiseases delivered via electroporation include:
« robust T-cell responses not achievable with otkeinriologies;

 the ability to make therapeutic as well as propttytavaccines;

« stability and manufacturing advantages; and

» intramuscular delivery with a low cost disposabdeide component.

In January 2006, we signed an agreement with Swbdsed Tripep to co-develop a therapeutic vacanéédpatitis C virus (HCV)
using electroporation. The vaccine will be based opep’s proprietary HCV antigen construct andderied to infected individuals using our
Med Pulse DNA Delivery System. Initiation of ade | clinical trial in healthy volunteers is exfgetto begin in 2007 and will be
performed in Sweden. The terms of the developmgmteament call for each party to fund a portionhef Phase | and subsequent Phase Il
trials and thereafter share profit according tartbentribution. Inovio will initially get a 33% omership in the overall product with the option
to increase this to 50% after the completion ofRhase | trial.

In November 2006, we entered into a collaboratioth lecense agreement with Wyeth to develop DNA raex against multiple
infectious disease targets. For further discusalmut this agreement, see “DNA Vaccine and Immuerpth Delivery” below.

DNA Vaccines for Biodefense

With the adoption of the Project Bioshield Act id(2 by the U.S. government, there is an opportunisecure development funding i
for proof-of-principle DNA vaccine studies for biewfare pathogens, and we have been successfudutrggfunding from the U.S.
government. We believe DNA vaccines delivered witittroporation for bio-defense have the followanlyantages:

» establishment of a platform technology that candaelily adapted to new threats;

 ability to rapidly manufacture and scale-up vacaaadidates for newly identified pathogens;
 rapid induction of protective immune responseofeihg vaccination; and

» long shelf life of products for stockpiling.

As resources obtained from government funding eatekeraged to enhance the development of techypahaipe area of cancer and
chronic infectious disease, we will continue toqu& opportunities in the area of biodefense. Asxample of potential applications in the
area of biodefense, one of our partners (RMR, Lis@urrently employing its skin electroporationtieology in the pre-clinical development
of an anthrax vaccine under a Department of Def&msell Business Innovation Research Program gvdatcurrently have commercial
rights to this skin electroporation system. Thétextogy may also be useful with respect to targath as the Lassa fever virus currently
being studied by the U.S. Army in collaborationhwis.

In October 2006, we announced that we were awaadexppropriation of approximately $1.1 million netUnited States Department of
Defense for the development of a gene deliverytlporation technology for vaccination against atieus diseases, including potential
bioterrorism agents. The United States Congresmopppted the funding in the Defense Appropriati&isfor 2007. The appropriation is a
continuation of prior funding from the United Stw#rmy to us focused on the development of a mifextive gene delivery system for gene-
based vaccines. Inovio is working closely on thigjgct with Dr. Connie Schmaljohn, a world-renowngeblogist and chief of the
Department of Molecular Virology at the United 8&irmy Medical Research Institute of Infectiousdises (USAMRIID) at Ft. Detrick,
Maryland.
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Gene Therapy

Over the past ten years, classic gene therapgaintient of inherited disorders has proven diffidalectroporation of genes encoding
therapeutic proteins has, however, demonstrateddtential to resolve these difficultids. vivo production of proteins such as Factor IX for
hemophilia or EPO for anemia represents large nanieortunities. Pre-clinical studies for our parhave demonstrated multiple desirable
characteristics of our approach, including:

« long term expression of the desired gene for coevenlosing;

« lack of immune responses to the plasmid vector;

« ability to achieve therapeutic levels of desiredtpin at a steady state; and

< more natural production of the therapeutic protban current recombinant proteins.

The major technical hurdle for classic gene thetiagiiie induction of an unwanted immune respongkeadransgene product. As this
problem may take significant resources to overcomgehave decided not to focus on this market imesr term.
Animal Health/Veterinary

While we are primarily focused on the use of oght®logy in the development of novel human thertipguwe retain certain rights to
veterinary applications and may seek to explois¢heghts in the future.
Additional Applications of our DNA Delivery Technology

In addition to using our electroporation technoldgydrug and vaccine delivery, it can be usedésearch to validate new drug targets
and to deliver molecules. Such use of our technology facilitate transition into clinical developnte

We continue to pursue basic research and limit@ddpnities in the areas of stem cedlg;vivoapplications and RNA..

PARTNERSHIPS AND COLLABORATIONS
Therapeutic Drug Delivery

On September 20, 2000, the University of Southiito(USF) Research, Inc. granted us an exclusiwédwiale license to its rights for
certain patents and patent applications generalatad to needle electrodes, for which we hadljpiitveloped with USF. The terms of the
exclusive license include a royalty to be paid ®8Hbased on net sales of products under the licéssef December 31, 2006, no royalties
had accrued as no sales were generated from tidsiglr In connection with the acquisition of thiclkisive license, we issued 37,500 shares
of our common stock and warrants to purchase 180s8@res of our common stock at $9.00 per shameg b which will vest subject to the
occurrence of specified milestones to USF andasghees, Drs. Richard Heller, Mark Jaroszeski,Rictard Gilbert).

DNA Vaccine and Immunotherapy Delivery

In November 2006, we entered into a collaboratioth lecense agreement with Wyeth for a worldwide+eanlusive license to our
technology for certain infectious disease tardetsywhich we received an upfront payment of $4.8iam. We will also receive research
support, annual maintenance fees, royalties omatproduct sales, and, contingent upon the acimeweof clinical and regulatory
milestones, payments of up to $60.0 million over ttrm of the agreement.
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In November 2006, we also granted VGX a world-wida-exclusive license to our DNA delivery techngldgr intratumoral delivery
of a proprietary gene to control the growth of melma and other cancers. Under the terms of theeagnet, we will receive a license fee and
payments based on successful completion of cligigdlregulatory milestones. We will exclusively plypvGX with electroporation devices
for the therapy included in the license agreemadtvee will receive royalties on the sale of produmtvered by the license.

In October 2006, we announced that we were awaadexppropriation of approximately $1.1 million imetUnited States Department of
Defense for the development of a gene deliverytedporation technology for vaccination against atifeus diseases, including potential
bioterrorism agents.

In October 2006, we announced that we acquired Wafantis, Inc. certain DNA delivery and expressamsets, including Valentis’
DNAvax® polymer delivery system and GeneSwitch egmyulation technology, and rights under exislicgnse agreements with IDM
Pharma Inc., Innogenetics and Pharmexa AS. Inndigerend Pharmexa have completed separate Phhsieadldrials of DNA vaccines
using the DNAvaX® polymer delivery system.

In July 2006, we announced that we extended oensie with RMR by exercising an existing optionitemse certain patented
technology relating to the delivery of gene-bagestdapeutics into skin. This extends a long-standafgtionship with the University of South
Florida scientists and RMR founders Drs. Hellerodaeski, and Gilbert. This relationship dates adke co-development of our MedPulser
® Electroporation Instrument for treatment of allégmf solid tumors including H&N cancers. RMR is thollective effort of three scientists
in collaboration with the University of South Flda and the H. Lee Moffitt Cancer Center and Re$elarstitute. The license also included
other patents involving the delivery of genes argdrviaex vivo, intratumoral, and intramuscular electroporati®acent pre-clinical studies
suggest that, for certain indications, needle-$k&s electroporation of DNA plasmids encoding seldantigens may also be effective at
inducing desired immune responses. The patentédaémgy licensed from RMR covers various skin elgmbration electrode designs and
methods, including a needle-less design usingxébfiematerial. RMR has agreed to collaborate irefiort to develop research prototypes
into commercial grade electrodes for skin delivasywell as other novel forms of electroporatiorisisd DNA delivery. We have agreed to
provide RMR with other development expertise pertirto projects such as RMR’s SBIR-funded pre-céihstudy using RMR’s proprietary,
dermal electrodes to deliver a DNA vaccine agaanghrax. In connection with the acquisition of thiglusive license, we issued 86,956
shares of our common stock at a price of $2.3Gpare, worth $200,000 on the date of issuance.

We have also licensed from RMR patents that claenntratumoral delivery method used in the ongaiigjcal trial at the Moffitt
Cancer Center & Research Institute, which is deligethe gene encoding IL-12 directly to melanoesidns. RMR, Inovio, the University of
South Florida and Moffitt Cancer Center have beslaborating in the development of this novel tipgréor melanoma for the past two ye:

In May 2006, we announced the acquisition, underease with Sphergen SARL, of rights to severaéptafamilies relating to the use
electroporation technology. The rights Inovio lised included two patents with broad claims regayéiectroporation of nucleic acids in
muscle and tumor tissue. This intellectual propagguisition enhanced the breadth of our paterifgiior directed to the use of
electroporation technology to deliver therapeutapharmaceuticals. The license also includes grafiights to know how, future
improvements, and provisions for exclusivity in bggtions to human medicine.

In January 2006, Inovio signed a collaborative agrent with Tripep to co-develop a therapeutic HOVWADvaccine using
electroporation. Under the terms of this agreemnlantio has pledged certain electroporation equiptn@wvard the Phase | study of the
proprietary Tripep vaccine in exchange for a minimef 33% of the licensing revenues or commerciebime that might be derived from the
vaccine.
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Under the terms of the agreement, Tripep will @dynmercialize the electroporatitm@sed vaccine with Inovio equipment. The initiahB¢é |
clinical study is designed to determine the saféthe DNA vaccine in normal healthy volunteers @dxpected to begin in 2007. If Inovio
decides not to continue to support the co-developntee Company will retain a profit share of sidehsing fees or commercial revenues

going forward.

In May 2005, we announced that Merck exercisedpion for a non-exclusive license for an additioaatigen to be used with Inovio’s
MedPulse DNA Delivery System. This option exegaigas provided for under the 2004 license and reseallaboration agreement
between Merck and Genetronics Biomedical Corponatiow Inovio Biomedical Corporation, and broudie total number of antigens
licensed by Merck to three. We received an optemnfbr the additional target antigen. Under thegeof our licensing agreement with Met
Inovio is eligible for milestone and royalty payneif certain development goals and commercialiratf the device are achieved by Merck.

In April 2005, we announced the initiation of a UMedicines and Healthcare products Regulatory AgéMHRA) approved Phase |,
clinical trial undertaken in collaboration with thimiversity of Southampton. Our electroporatiornteaiogy is being used to deliver a
therapeutic plasmid-based DNA vaccine to skeletaate with the aim of treating recurrent prostateaer. The trial, sponsored and led by
the University of Southampton, will investigate wher the DNA vaccine, developed at the Universftgouthampton, can stimulate patients
to develop immune responses against prostate candewvhether use of Inovio’s electroporation sységrmances this response. In this Phase
I/l open-label study, plasmid DNA encoding a patsttumor antigen is delivered directly to skeletalscles in patients with recurrent
prostate cancer either by simple injection or usingproprietary electroporation technology.

In January 2005, we acquired privately-held InoAd®, a Norwegian company. Inovio AS’s use of elgutration for gene therapy and
DNA vaccines complemented our existing electroponatherapy program. The acquisition expanded wigllectual property in
electroporation and included the Phase I/l DNAorae clinical trial in the U.K. mentioned above.

In October 2004, we announced an agreement withlWiherein Vical licensed our DNA delivery techogy for use with HIV and
melanoma (using IL-2) targets. This agreement veagth on an option agreement established with Yfica@ttober of 2003 for a worldwide
license for the use of our proprietanyvivo electroporation delivery technology in combinatieith Vical's vaccine and therapeutic DNA
technology.

In May 2004, we announced a significant licensiegldvith Merck for the development of Merck’s DNArcer and infectious disease
vaccines. The terms of the agreement include roitesand royalty payments for successful compledfdhe clinical development of the
vaccines by Merck. Merck will also reimburse ustfoe co-development of a proprietary electroporaigstem for the delivery of the Merck
DNA vaccines. This development and commercializatigreement was an extension of an initial evalnaagreement established in 2003.
Under the terms of the agreement, Merck receivedight to use our proprietary technology for tyedific antigens with an option to exte
the agreement to include a limited number of addél target antigens. In addition, Merck obtaineta-exclusive license to the intellectual
property related to the initial two specific antige The companies agreed to co-develop certain aoemts of the electroporation system
designed for administering DNA vaccines. Merckasponsible for all development costs and clinicagpams. In May 2005, we announced
that Merck exercised an option for a non-exclu$isense for an additional antigen to be used withDNA delivery technology, which is
being developed for use with certain of Merck’s DMéccine research programs.

The research carried out under the above agreemmaytsesult in new long-term license agreementh thié other parties and may
provide us with additional data that we believd aglsist us in assessing the efficacy of usingWenPulse® DNA Electroporation System
for delivery of DNA vaccines and gene therapy. @& should also further assist us in our licenaimdj commercialization efforts.
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In addition to the above collaboration and licegsinrangements, we may develop our own gene thetiagroduct through early stage
clinical trials and partner the product for latagst clinical development and marketing. We may haveegotiate license(s) for genes or other
components of the product if they are not in thiligidomain.

MARKET

Our product development strategy is focused onyingssignificant product opportunities where thenpany’s technology is truly
enabling.

Therapeutic Drug Delivery

The primary front line treatment of many solid tus& surgical resection. Surgeons will often remowresect an area outside of the
obvious tumor mass to ensure that they have exaisedlthe cancerous tissue. This can result énltiss of function and appearance of the
surrounding tissues and organs, reducing the patignality of life. Recent advances in non-surfoams of tumor ablation, such as
cryoablation, microwave and high frequency radilatdn therapy, fail to meet the clinical need tegerve normal healthy tissue. Given the
number of patients with solid tumors and the denfanimproved outcomes and reduced morbidity arst,a@e believe that there will be
significant demand for our SECTA system by surgaradologists and patients once the technologyrisncercially available.

We aim to market our SECTA system to deliver chéra@tpeutic agents, such as bleomycin sulfatehfotreatment of cancer. We
believe that electroporation therapy can addresy/rdseases, but we have chosen to initially famuscommercialization efforts on
oncology’s significant unmet medical needs. Scatstare still learning about cancer and currenggties are less than 100% effective;
consequently, there is significant room for impnmeat in cancer treatment. Our SECTA system provégtesxcellent fit with the current
approach in cancer care and the objectives of §oerenaged care and health care providers. Winidiadly targeting those indications for
which current treatment modalities result in a kpnality of life and external deformity or those whihave very high mortality rates.
Specialized applicator concepts are being desigrech will allow SECTA to treat other solid tumoarncers with a minimally invasive
procedure. In parallel with the objectives of maethgare companies and health care providers, tlPMser® equipment and the disposa
applicators are being priced competitively givea télative advantages of our SECTA system overdthatment modalities. Additionally,
we are conducting pharmacoeconomic studies to geostipport for the relative cost/benefit relatiopsif the treatment.

Based on the performance of our electroporationnelogy and the existing unmet clinical need, weehidentified an initial number of
disease targets and settings where we feel thaBBGTA system can become an integral part of tnetwablation paradigm, including:

< as an alternative to disfiguring surgery for prignand recurrent H&N cancer;

« for treatment of cutaneous tumors such as metastatianoma, basal cell carcinoma or squamous aeliroma, primary and
secondary where surgery would be disfiguring;

« to address recurrent breast cancer to prevent atastg and to treat chest wall lesions;

< adjuvant to surgical resection of large tumors sagkarge H&N cancers that have a high potentratdourrence and exceed the lin
of SECTA and require surgery as the only theragioop

* neo-adjuvant use for tumor size reduction priaregection (for example, primary breast tumor segiction for conservation surgery
rather than mastectomy); and

palliation for tumors such as widespread maligmaatanoma to reduce morbidity.
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These are significant markets for commercializatiatih the existing product line. Future technolatgvelopments (e.g., endoscopy)
could open additional markets for development eftdthnology (e.g., in prostate or pancreatic naroa). We anticipate that a commercial
partner would leverage our existing device techgplio the future development of product enhancement

DNA Vaccine & Immunotherapy

We have prioritized our efforts after assessinfediint market opportunities based on an evaluatidachnology risk, market size and
partner interest in DNA vaccines. Oncology appiaad represent the best market opportunities fectious diseases, gene therapy for
protein deficiency diseases and biodefense DNAiuasc

Our preference has been to partner with institstimncompanies that can provide the gene of irttaregthe clinical development
capabilities. The types of partnerships can rang® pure out-licensing to joint ventures. We haweued our efforts on developing and
customizing the proprietary electroporation devivest suited for each indication and providing thgulatory and support services necessary
to make each product development activity succéssfu

We believe that there is a significant unmet chihiteed to develop more efficacious vaccines ttimtgate cellular immunity or can be
applied in therapeutic settings such as cancenthispC or HIV infection. For these applicationsir scientists believe that DNA vaccines
may offer an improvement over classical vaccinatdur scientists believe that electroporation of O critical in maximizing the efficienc
of DNA vaccination in meeting the unmet clinicakxdefor therapeutic vaccines. We therefore planddkwith our corporate partners to
develop electroporation for the delivery of DNA eates to capture what some analysts consider torbalti-billion dollar market
opportunity. DNA vaccines also represent a techypladatform that is of interest to government agesiconcerned with military
preparedness and bioterrorism threat neutralizatMaare working with the U.S. government to depdlte technology for selected infecti
disease targets.

The gene therapy market includes treatment of sigghe defects as well as complex polygenic diseassh as cancer and vascular
diseases. Examples of markets for single gene wefediude hemophilia, sickle cell anemia, and ER@iciency. For sickle cell anemia, of
considered one of the most prevalent genetic disedisere is presently no effective and sustainadment available. EPO deficiency
affects cancer patients undergoing chemotherapyatieints with chronic kidney failure, among others

COMPETITION

The primary front line treatment of solid tumorsatves surgical resection and/or radiation to dielauid control tumor growth prior to
initiating systemic therapy with chemotherapeutiersts. Because of the concern of microscopic disgathe tissue surrounding a tumor and
that it is often difficult or impossible for surgemto determine the border, or margins, betweehlhyeand diseased tissue, surgeons will often
remove, or resect an area outside of the obviausitunass to ensure that they have excised alleofdincerous tissue. This can result in the
loss of function and appearance of the surrountiésges and organs, reducing the patient’s qualitife. Examples include the loss of
speech from resection of tumors on the tonguergniaor loss of erectile function from resectiontioé prostate. Recent advances in non-
surgical forms of tumor ablation, such as cryoathgtmicrowave and high frequency radio ablaticerdpy, fail to meet the clinical need to
preserve normal healthy tissue. Given the desiraxfproved outcomes in the surgical resection lefrge number of solid tumors such as
those of the H&N, skin, pancreas, breast and pimstee believe that there will be significant demhdor our technology from patients and
surgical oncologists.
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Current Treatment Practices
Surgery

In 90% of cases, the primary treatment for localiaad operable tumors or lesions is either surgasdction alone or in combination
with other modalities such as radiation therapye@ithe ability to cut an appropriate margin arothedtumor in order to avoid recurrence
from microscopic disease populating the periphéithe tumor mass, surgery is highly effective farlg stage cancers. However, accessit
of a tumor often prevents the use of surgery oitdittine margin that can be removed, especialljtes such as the tongue where the loss of
tissue results in the loss of critical functionsisas speech. The drawback to resecting tissugtésipal disfigurement or debilitating effects
on organ function. Surgery also requires additiamaat in the form of hospitalization and post-ogigeacare.

Radiation Therapy

Radiation therapy’s high-energy rays generatedrbgxdernal machine or by radioactive materials gdiadirectly into or near the tumor
are used to damage and stop growth of malignalst @ghich are more sensitive to the effects ofatidn. Radiation is often used in
combination with surgery and chemotherapy. In cagesre a tumor is inoperable or unresponsive toncitieerapy, radiation is often used
palliatively to limit the complications of diseageogression. Radiation therapy has a number offgignt side effects, in that it damages
healthy cells surrounding the target area and ta&esral weeks to administer. It may also be cakilyto the number of procedures and cost
of administration.

Chemotherapy

Post-surgery, or in cases where surgery is comliGated, chemotherapy is often used to treat systdizease and may frequently be
combined with radiation therapy. Typically it issasunder the following circumstances:

. when cancer is disseminated requiring treatmesystiemic or metastatsic disease;

. where the prognosis for local regional diseas®@ plue to the likelihood of disease progression;
. where surgery is contraindicated e.g. certain lergpancreatic carcinoma; and

. for palliation, to achieve tumor shrinkage to amelte tumor symptoms or complications.

The cytotoxicity of many existing anti-cancer drugsvell proven, but there are other undesirabte@n side effects including alopecia
(loss of hair), nausea, vomiting, myelosuppressiot in some cases drug resistance.

Surgery and radiation cannot be used where treatposes a risk to nearby nerves, blood vesselstalrorgans. All of these practices
have limited efficacy in treating cancers of cartaigans, such as the pancreas.
Alternative Treatments

Radio Freguency Ablation

This modality uses radio frequency energy to hisatie to a high enough temperature to ablate d¢aose cell death. An ablation prob
placed directly into the target tissue. An arrag@feral small, curved electrodes is deployed fteemend of the probe. Once sufficient
temperatures are reached, the heat kills the tdssee within a few minutes. This treatment haanggroven efficacious in treating some s
tumors but suffers from not being tumor specifid@stroying healthy as well as malignant tissue.
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Photodynamic Therapy

Photodynamic therapy (PDT) uses intravenous adtmatien of a light-activated drug that accumulatesalignant cells. A non-thermal
laser is used to activate the drug, producingifagiecal oxygen molecules that destroy the candei. Ras low risk of damage to adjacent
normal tissue, the ability to re-treat, and cambed concurrently with other treatment modalitesnajor side effect of PDT is patient
photosensitivity that can last up to eight weekheDside effects include nausea and vomiting. Weghod is limited by the shallow depth of
penetration of the laser light which makes it mapelicable to surface lesions on the skin or esppha

Cryoablation

Cryoablation is a technigue being used to treat)ikidney, prostate, and breast cancer. This rdatises liquid nitrogen filled probes
inserted into the tumor mass with image guidedesyrtp freeze cancer cells. Necrosis (cell deathus and the dead cells are naturally
sloughed off into the body. Cryoablation has be@stnsommonly adopted for use in treating prostateinoma where surgery can often lead
to impotence. The technology is claimed to limitveedamage in the prostate allowing for the retemtif bladder and sexual function.
Therefore, it may afford advantages over surged/laachytherapy, as described below.

Brachytherapy

Brachytherapy involves the local implantation aliceactive seeds into or near a tumor mass. It bas most widely used in prostate :
breast carcinomim situ. The seeds decay over time resulting in the Ideatruction of malignant cells. The problem witaditytherapy, in
addition to the concomitant destruction of nasteatithy tissue, is the investment and training iregiuto administer the therapy. Recent
reports also suggest that the therapy may not pmdurable responses (i.e., long term cures). Cuiesely, brachytherapy does not appear to
be growing in acceptance in the marketplace.

Biological Therapy or Immunotherapy

This treatment encompasses many approaches foondadoking an immune response against a canagdudimg vaccine-based
treatments and treatments using monoclonal antisodiitrogen Therapeutics, Inc. (NASDAQ:INGN) igafved in a Phase Il study
involving the use of an adenoviral vector to deliag53 gene to H&N cancers. While a similar thgrizpavailable commercially in China, it
is not approved in the US. Recent reports sugbasthe therapy, which attempts to restore normihldeath activity to tumors through the
introduction of the p53 gene, may only be effecth@mbined with other modalities such as radiatio

The use of monoclonal antibodies as therapeutintades had a dramatic impact on the treatmengrédia tumors. When the antibod
target growth factor receptors required for turmat growth, they can often block the stimulatioreded for cell growth and/or cause
antibody-mediated cell killing of the tumor cellhds products like Herceptih , Erbit@x , Ritufin dafwvastin® have proven beneficial
especially when used in combination with a chemmaibeutic drug regime. The impact to local ablatiwerapies will most likely stem from
improved tumor control that will reduce the inciderof recurrence, and not in the front line therfgmyprimary cancers for which surgery is
the current therapeutic mainstay.

The use of vaccination has long held interest ashan potential modality that could prove benefigiareating and limiting systemic
disease. The problem has been that tumors mayisgag antigens unique to the tumor cell that thenuine system can use to specifically
target for selective destruction of malignant tessmd tumors over-express cellular products theainttmune system ignores due to a process
called tolerization wherein the immune system igsoatied not to recognize self antigens early in ldgwvaent. As a result, it has proven
difficult to use conventional vaccination strategie break or
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overcome tolerance and generate immunity againsbteells. However, the use of DNA vaccines witkcgloporation may overcome this
barrier, as described below.

The main competitive technologies in the area ofADi¢livery are the following:
< Viral DNA delivery;

« DNA delivery via ballistics;

« Lipid DNA delivery; and

e The injection of “naked” DNA.

Both for DNA vaccines and gene therapy, effectinADdelivery technologies are crucial. Many of teading scientists in these fields
have pointed out that the major obstacle to sudtasdeen the lack of safe, efficient, and econahniethods of delivering DNA.

Of the more than 700 gene therapy and DNA vacdineal trials started in the U.S. to date, nongéhprogressed to regulatory
approval. We believe that the DNA delivery problamst be solved if the promise of gene therapy aNé Daccines are to be fulfilled.

The simplest DNA delivery mode is the injectionnéked” plasmid DNA into target tissue, usually lgitel muscle. This method is safe
and economical but inefficient in terms of cellnséection, the process of transferring DNA intcedl across the outer cell membrane.
However, when naked DNA injection is followed bgetroporation of the target tissue, transfectiasigsificantly greater with resultant gene
expression generally enhanced 10 to 1000-fold. iflciease makes many gene therapy and DNA vacomptbjects feasible without unduly
compromising safety or cost.

In December 2004, the first patient was treatet eiéctroporation therapy and DNA and we havedteti, together with our partners,
additional Phase | clinical trials using our elepwration therapy and DNA technology. To date weehaot observed any serious adverse
events that can be attributed to the use of elpotation in these clinical DNA studies.

We believe that the greatest obstacle to making @Blécines and immunotherapy a reality, namely #fe, €fficient, and economical
delivery of the DNA plasmid construct into the targells, may be surmounted by our electroporatchnology. The instrumentation we use
for high-efficiencyin vivogene transfer is derived from the instrumentatiendeveloped for intratumoral and transdermal delyery, an
extension of the MedPuls&r product line. We belielectroporation may become the method of ch@c®NA delivery into cells in many
applications.

MEDICAL DEVICE MANUFACTURING

We are a medical device manufacturer and, as spehate in a regulated industry. We must comply aitariety of manufacturing,
product development and quality regulations in otdébe able to distribute our products commergiatbund the world. In Europe, we must
comply with the MDD. We have a Quality System diti by our international Notified Body to be inmapliance with the international
Quality System Standard, 1ISO13485, and meetind\theex Il Quality System requirements of the MDD. \dampleted an Annex I
Conformity Assessment procedure and achieved ouv@ik of the MedPulse? Electroporation System in March 1999. This CE Meldars
the MedPulse? Electroporation System for sald@European Economic Area which includes the Ewopénion.

In the U.S., we are required to maintain facilitieguipment, processes and procedures that aceripliance with quality systems
regulations. Our systems have been constructed to tompliance with these regulations and our exygoperations are conducted within
these systems. Commercially distributed devicebiwithe U.S. must be developed under formal desigrrols and be submitted to
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the FDA for clearance or approval. As we prepardf&. marketing, all development activity is penfied according to formal procedures to
ensure compliance with all design control regulaio

We employ modern manufacturing methods and contoatgtimize performance and control costs. Intecagabilities and core
competencies are strategically determined to op&rour manufacturing efficiency. We utilize contraanufacturers for key operations, s
as clean room assembly and sterilization, whichhateeconomically conducted in-house. We also autsosignificant sub-assemblies, such
as populated printed circuit boards, where capé@lirements or manufacturing volumes do not justirtical integration. As we transition
from late-stage development activities into higlh®ume manufacturing activities, internal capalgftwill be modified and added, as
appropriate, to meet our changing priorities.

Currently, the durable electronic generator inNtemlPulse Electroporation System is assembled froteourced populated printed
circuit boards, and then tested, packaged and iakied at our manufacturing facility. The disposabpplicators used with the MedPul8er
Electroporation System are assembled and sterilizactlean room at outside contract manufactufarsire manufacturing of applicators
clinical trials and commercial distribution is pted to be done in a clean room in our manufactuaniijty.

REVENUE AND INTEREST AND OTHER INCOME

The following table provides the revenue obtaineaflicensing and research and development agrdsraed interest and other inco
generated by us for the past three fiscal years.félfowing table sets forth our selected consaéddinancial data for the periods indicated,
derived from consolidated financial statements @reg in accordance with U.S. generally accepteduaatég principles. See further
disclosures in Item 7. Management’s Discussion/malysis and in the Consolidated Statements of @jmers.

Year Ended
December 31
December 31 December 31
2006 2005 2004

License fee and milestone payments $1,337,10! $2,563,28: $214,35]
Revenue under collaborative research and develapmen

arrangement 962,20 1,492,14! 945,591

Grants and miscellaneous revel 1,168,86¢ 1,411,82! 7,157

Interest and other incon 867,07( 210,11¢ 247 55t

We, like many biomedical companies, devote a sakisigortion of our annual budget to research @envelopment. Research and
development expenses totaled $8.5 million, $11I8amj and $6.5 million for the years ended Decente 2006, 2005 and 2004,
respectively. These amounts far exceed revenueresearch arrangements and contribute substarttiedlyr losses.

INTELLECTUAL PROPERTY

Our success and ability to compete depends upomtaliectual property. We maintain a broad-basagtpt portfolio (both original and
in-licensed technologies) that as of December BQ62includes over 62 issued U.S. patents andsstted foreign counterpart patents, all of
which collectively include claims to methods anddewices for clinical use in the electroporationdinal arts. Specifically, patented subject
matter, as well as subject matter pending in tf& BEnd foreign patent offices, includes methoda@mdce claims for delivering medically
important substances to the interior of cells inaws body tissues such as a patient’'s muscle, akith other organs (by electroporation.)
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The company’s core technology is centered on freath, medically relevant “indication” categorieslirding oncology, gene
therapy/delivery (including vaccination with exps#se vectors), vascular administration (e.g. bjheter), transdermal administration
(including delivery of substances for cancer, gimeeapy, and cosmetic applications), axdvivoadministration (e.g. by electroporation of
cells outside the body and introducing the creatdld to the patient).

Presently, the company’s primary focus is on ongpland gene therapy/delivery, with particular engihén H&N cancer, skin cancer,
liver cancer, and breast cancer. For example, igipect to oncology, U.S. patent number 6,569,1d%igles broad claim coverage directe
a method for the application of electric fieldsattissue of a patient having a “cell proliferatdinorder” for the purpose of introducing
molecules into cells of the tissue to treat thé meliferation disorder. Such method comprisesvting an array of multiple opposed pairs of
electrodes connected to a generator, wherein sttti@a pairs of electrodes are activated simultasbuoafter being placed in such tissue al
with the substance being electroporated, and thplyiag an electric pulse. Likewise, in-licensedgra 6,528,315 claims methods of
electroporation of DNA to tumor cells in a broadmar.

Integral with oncology, gene therapy/delivery adsjoys a broad scope of patent protection sucbwasdfin U.S. patent numbers
5,273,525 and in-licensed patents 6,110,161, 62881 6,610,044, 6,958,060 and 6,939,862, whichudelklaims to methods and apparatus
for implanting macromolecules (e.g. DNA and pharewtical compounds) into selected tissues of a pagied to methods of implanting
macromolecules into living cells of a patient bgattoporation. Likewise, U.S. patent number 6,768, 2vith claims to methods of delivering
expression vectors and molecules, and U.S. patenber 6,697,669, with claims to methodsrofivo electroporation of skin and muscle,
provide broad-based coverage to the company. Axhdilfy, other of the company’s patents protectci@pany’s proprietary methodology of
electroporation wherein the electroporation proéessirried out using “opposed-paired” electri¢dfipulsing. Such patents include, and are
not limited to, U.S. patent numbers 6,241,701, 8,493, 6,233,482, and 5,702,359C1. It is importaninderstand that patents with claims
directed to apparatuses and methods for the efewrmtion of tissues are generally applicable tootogical applications.

The company also has a number of issued U.S. aaifjfopatents claiming a widely used gene regulatchnology called GeneSwitch
® that permits control of gene expression from DN4usnces via a small molecule that can be admieidterally. For example, U.S. pate
5,364,791 and 6,599,698 claim various aspectsi®ithique regulation system that may be used i geerapy products. In addition to
electroporation technology for gene delivery, tbenpany also acquired a group of patents claimiegdtivery of DNA using polymers (e.(
6,040,295 and 6,514,947) and lipids (e.g., 6,3& @t 6,235,310) that are useful in the developrakoertain DNA vaccines.

With respect to vascular, transdermal, ard/ivoapplications of electroporation technology, the pany’s patent portfolio is also acti
For example, U.S. patent 5,704,908 includes clalimexted to an electroporation balloon cathetedifd@hally, U.S. patent 6,342,247 is
directed to methods of increasing vasodilationingoortant indication in maintaining blood flow iertain patients with vessel occlusion
problems. U.S. patents 6,697,669, 6,654,636, 5/8620and 5,439,440 provide claims to transdermgliegtion of electric fields to surface
tissues, while U.S. patents 6,027,488, 6,746,48006484, and 6,150,148 include claims to electraipan of cells in vitro. Such
electroporated cells could be used either in laboyasettings or for introduction into patient btbstream or other tissues.

Of further importance to the company, the currerstipied patents provide a potential monopoly basthé claimed subject matter for
the various indications to at least the year 204k raumerous claims will be in force to between 2at8 2020.
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CORPORATE HISTORY AND HEADQUARTERS

We were incorporated on August 8, 1979, underahes lof British Columbia, Canada, as Genetronicsrigiical Ltd. On June 15, 2001,
we completed a change in our jurisdiction of inargtion from British Columbia, Canada, to the stH#t®elaware. On March 31, 2005, we
changed our corporate name from “Genetronics Bidoaé€orporation” to “Inovio Biomedical Corporatidn

Our principal executive offices are located at Y&arrento Valley Road, San Diego, California 921318, and our telephone number
is (858) 597-6006. Effective April 4, 2005, our Arizan Stock Exchange ticker symbol changed fromBG# “INO.”

AVAILABLE INFORMATION

Our Internet website addressag/w.inovio.com We make our annual report on Form 10-K, quartesports on Form 10-Q, current
reports on Form 8-K, Forms 3, 4, and 5 filed onabiedrf directors and executive officers, and anyeadments to those reports filed or
furnished pursuant to Section 13(a) or 15(d) ofSkeurities and Exchange Act of 1934, available &fcharge on our website as soon as
reasonably practicable after we electronically §ileh material with, or furnish it to, the Secestiand Exchange Commission (the “SEC").
You can learn more about us by reviewing suchdgion our website or at the SEC’s websitenatv.sec.gov

EMPLOYEES

As of March 8, 2007, we employed 33 people on ktiime basis and 6 people under consulting andggt@mployment agreements. Of
the combined total, 24 were in product researchclwvimcludes research and development, qualityrasse, clinical, engineering, and
manufacturing, and 15 were in general and admatigt, which includes corporate development, infation technology, legal, investor
relations, finance, and corporate administratioon&lof our employees are subject to collective &iargg agreements. We consider our
employee relations to be good.
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ITEM 1A. RISK FACTORS

You should carefully consider the following factoegarding information included in this Annual Repd he risks and uncertainties
described below are not the only ones we face.tidddil risks and uncertainties not presently kndems or that we currently deem
immaterial also may impair our business operatidhany of the following risks actually occur, dosiness, financial condition and
operating results could be materially adverselatiéd.

IF WE ARE UNABLE TO DEVELOP COMMERCIALLY SUCCESSFUL PRODUCTS, INCLUDING OUR MEDPULSER ®
ELECTROPORATION SYSTEM IN VARIOUS MARKETS FOR MULT IPLE INDICATIONS, PARTICULARLY FOR THE
TREATMENT OF H&N CANCER, OUR BUSINESS WILL BE HARME D AND WE MAY BE FORCED TO CURTAIL OR CEASE
OPERATIONS.

Our ability to achieve and sustain operating padiiiity depends on our ability to successfully coenaialize our MedPulsét
Electroporation System in various markets for usigating solid tumors, particularly for the tmeant of H&N cancer, and other indicatio
which depends in large part on our ability to como®e execute and complete clinical programs anaioibégulatory approvals for our
MedPulseP Electroporation System. In particular, ability to achieve and sustain profitability ldepend in large part on our ability to
commercialize our MedPuls@r Electroporation Sysfienthe treatment of H&N cancer in Europe andlimited States. While we have
achieved CE Mark, which applies to Europe for owdRulse Electroporation System for use in trgatwiid tumors; the products related
to the CE Mark have not yet been commercialized haie not yet received any regulatory approvatetbany of our products in the United
States and further clinical trials are still neeggdefore we can seek regulatory approval toaeliproducts in the United States for treating
solid tumors. We cannot assure you we will receipproval for our MedPuls@ Electroporation Systentlie treatment of H&N cancer or
other types of cancer or indications in the Uniitates or in other countries or, if approved, thatwill achieve significant level of sales.

We have started additional clinical studies fofedi#nt indications, such as breast, and are altteipre-clinical stages of research and
development with new product candidates using aat®poration technology. These new indications mroduct candidates will require
significant costs to advance through the developrsiages. Even if such product candidates are aédathrough clinical trials, the results of
such trials may not gain FDA approval. Even if ajyed, our products may not be commercially sucokssf

We cannot assure you that we will successfully bgvany products. If we fail to develop or succalgfcommercialize any products,
we may be forced to curtail or cease our operatiddsitionally, much of the commercialization eff®for our products must be carried
forward by a licensing partner. We may not be ablebtain such a partner.

WE WILL HAVE A NEED FOR SIGNIFICANT FUNDS IN THE FU TURE AND THERE IS NO GUARANTEE THAT WE WILL
BE ABLE TO OBTAIN THE FUNDS WE NEED.

Developing a new medical device and conductingddirtrials is expensive. Our product developméfares may not lead to
commercial products, either because our produatidates fail to be found safe or effective in dailitrials or because we lack the necessary
financial or other resources or relationships tspea our programs through commercialization. Opitahand future revenue may not be
sufficient to support the expenses of our operatitine development of a commercial infrastructure the conduct of our clinical trials and
pre-clinical research.
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Our plans for continuing clinical trials, condudiresearch, furthering development and, eventual@rketing our humanse equipmer
will involve substantial costs. The extent of oosts will depend on many factors, including soméheffollowing:

. The progress and breadth of pre-clinical testindjtae size or complexity of our clinical trials addig delivery programs, all of
which directly influence cost;

. Higher then expected costs involved in complyinthwhe regulatory process to get our humiar-products approved, including
number, size, and timing of necessary clinicaldraand costs associated with the current assemiblyeview of existing clinical ar
pre-clinical information;

. Higher then expected costs involved in patentingtechnologies and defending them and pursuingmeliectual property
strategy;

. Changes in our existing research and developméiamships and our ability to enter into new agneats;

. Changes in or terminations of our existing collation and licensing arrangements;

. Faster than expected rate of progress and changespe and cost of our research and developmdntlimical trial activities;
. An increase or decrease in the amount and timingilelstone payments we receive from collaborators;

. Higher than expected costs of preparing an apmicdbr FDA approval of our MedPuls€r ElectropooatiSystem;

. Higher than expected costs of developing the peE=eand systems to support FDA approval of our Mis#i?® Electroporation
System;

. An increase in our timetable and costs for the igwreent of marketing operations and other actisitiglated to the
commercialization of our MedPuls&r Electroporat®ystem and our other product candidates;

. A change in the degree of success in our Phasérlital trial of MedPulsef Electroporation Systamd in our other clinical
trials;

. Higher then expected costs to further develop aatesup our manufacturing capability of our humae-aquipment; and
. Competition for our products and our ability, ahdttof our partners, to commercialize our products.

We plan to fund operations by several means. Weattémpt to enter into contracts with partnerg thi#l fund either general operating
expenses or specific programs or projects. Somdirigralso may be received through government grafteever, we may not be able to
enter into any such contracts or may not receiet guants or, if we do, our partners and the grarag not provide enough funding to meet
our needs.

In the past, we have raised funds through the pualold private sale of our stock, and we are likelgto this in the future to raise needed
funds. Sale of our stock to new private or pubiieeistors usually results in existing stockholdersdming “diluted.” The greater the number
of shares sold, the greater the dilution. A higbrde of dilution can make it difficult for the peiof our stock to rise, among other things.
Dilution also lessens a stockholder’s voting power.
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We cannot assure you that we will be able to reég@tal needed to fund operations, or that we lvélable to raise capital under terms
that are favorable to us.

SALES OF SUBSTANTIAL AMOUNTS OF OUR SHARES, OR EVEN THE AVAILABILITY OF OUR SHARES FOR SALE, IN
THE OPEN MARKET COULD CAUSE THE MARKET PRICE OF OUR SHARES TO DECLINE.

Under our registration statement that the Secsréied Exchange Commission, or the SEC, declaredtefé on May 25, 2006, we have
registered with the SEC an aggregate of $75,0000000r equity securities that we may issue frametito time, in one or more offerings at
prices and on terms that we will determine at ime tof each offering. Under that so-called “she#fjistration statement, we have registered
multiple kinds of our equity securities, includiogr common stock, preferred stock, warrants anshebination of these securities, or units.
Through December 31, 2006, we have “taken-dowrthfour shelf registration statement, and issuedsaid] an aggregate of 4,210,284
shares of our common stock and warrants to puralyase 1,425,919 shares of our common stock anblpife warrants are fully exercised at
their exercise price of $2.87, we will have issaadadditional 1,425,919 shares of our common stoder that shelf registration statemen
other words, the shares of common stock we hawkisafferings under our shelf registration statatrepresented approximately 12% of
our outstanding shares at December 31, 2006 (18% ivarrants we have sold under our shelf redistratatement are fully exercised).

In addition, in October 2006, Inovio Asia Pte. Ltolur recently-formed subsidiary incorporated i@ BRepublic of Singapore, issued and
sold 2,201,644 of its ordinary shares to foreigrestors at $2.43 per share. Under the terms aigheement under which these ordinary
shares were issued, they were exchanged for 2 20%}@ares of our common stock and five-year wasrempurchase up to 770,573 shares of
our common stock at an exercise price of $2.8'&pare on January 14, 2007. Further, pursuant tzipation rights applicable to these
equity financings, in October 2006 we also issusdi@changed 479,722 shares of our common stockwaglear warrants to purchase
167,902 shares of our common stock at an exercise @f $2.87 per share to certain institutionddieos of our outstanding Series C Prefe
Stock in exchange for their shares of Series CelPied Stock.

The shares of common stock we issued in the exehfamdhe ordinary shares of our subsidiary andfarPreferred Stock in the
foregoing transactions represent approximately 8%wooutstanding shares at December 31, 2006 {L@% warrants we also issued in
those transactions are fully exercised). The reggish statement of which this prospectus is a, padisters for resale under the Securities Act
of 1933, as amended, or the Securities Act, theeshaf common stock and the shares of common stodkrlying the warrants that were
included in the exchange for the ordinary shardé&\BL. and the shares of common stock underlyingntherants that were issued in the
exchange with certain holders of our Preferred IStopon the effectiveness of this registrationestagnt, these shares will become freely
tradable in the open market.

Thus, the number of shares of common stock we Balkunder our shelf registration statement anth@xged as of January 14, 2007
represent approximately 19% of our outstandingeshat December 31, 2006 (26% if the warrants wesalfing in this offering and issued in
the exchange transactions are fully exercised).

Sales of substantial amounts of our stock at amytiome or from time to time by the investors to whwe have issued them, or even the
availability of these shares for sale, could cahsemarket price of our common stock to decline.
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THE MARKET FOR OUR STOCK IS VOLATILE, WHICH COULD A DVERSELY AFFECT AN INVESTMENT IN OUR STOCK.

Our share price and volume are highly volatile.sTikinot unusual for biomedical companies of oze,sage, and with a discrete market
niche. It also is common for the trading volume aride of biotechnology stocks to be unrelated tompany’s operations, i.e. to go up or
down on positive news and to go up or down on nesn®©ur stock has exhibited this type of behawiaihie past, and may well exhibit it in
the future. The historically low trading volumeanir stock, in relation to many other biomedical pamies of our size, makes it more likely
that a severe fluctuation in volume, either up @i, will affect the stock price.

Some factors that we would expect to depress floe pf our stock include:
. Adverse clinical trial results;
. Our inability to obtain additional capital when ded;

. Announcement that the FDA denied our request toamgpour human-use product for commercializatiothenUnited States, or
similar denial by other regulatory bodies which makdependent decisions outside the United Sttdetafe, the EU is the only
foreign jurisdiction in which we have sought apmbfor commercialization);

. Announcement of legal actions brought by or filgdiast us for patent or other matters, and espgeiny negative rulings or
outcomes in such actions;

. Cancellation of important corporate partnershipagreements;

. Public concern as to the safety or efficacy of lmumanuse products including public perceptions regardjege therapy in gener
. Stockholders’ decisions, for whatever reasonselidage amounts of our stock;

. Adverse research and development results;

. Declining working capital to fund operations, oheit signs of apparent financial uncertainty; and

. Significant advances made by competitors that aregived to limit our market position.

Additionally, our clinical trials are open-endeddatherefore, there is a risk that information regag the success of our clinical trials
may be obtained by the public prior to a formal@mcement by us. These factors, as well as the fabtrs described in this Report, could
significantly affect the price of our stock.

WE HAVE A HISTORY OF LOSSES, WE EXPECT TO CONTINUE TO INCUR LOSSES AND WE MAY NOT ACHIEVE OR
MAINTAIN PROFITABILITY

As of December 31, 2006, we had an accumulatedidefi$128.8 million. We have operated at a laeses 1994, and we expect this to
continue for some time. The amount of the accuradldeficit will continue to increase, as it will Bepensive to continue clinical, research
and development efforts. If these activities amxeasful and if we receive approval from the FDAnarket equipment, then even more
funding will be required to market and sell theipguent. The outcome of these matters cannot beqgbeedat this time. We are evaluating
potential partnerships as an additional way to fopérations, but there is no assurance we willdbe ® secure partnerships that will provide
the required funding, if at all. We will continue ttely on outside sources of financing to meetaapital needs beyond next year.
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Further, there can be no assurance, assuming wessially raise additional funds, that we will ashe positive cash flow. If we are not
able to secure additional funding, we will be reqdito further scale back our research and devaopprograms, preclinical studies and
clinical trials, general, and administrative adtad and may not be able to continue in businestuding the cash proceeds received from
financings, various licensing payments, the exerofsemployee stock options and investor warramesbelieve we have sufficient funds to
fund operations through the beginning of the tlguarter of 2008.

OUR ABILITY TO UTILIZE OUR NET OPERATING LOSSES AND CERTAIN OTHER TAX ATTRIBUTES MAY BE LIMITED.

As of December 31, 2006, we had net operating $o846Ls) of approximately $77.0 million for federatome tax purposes and
approximately $46.9 million for state income taxgmses. We also had federal research tax creditfoavards of approximately $1.3 millic
as of December 31, 2006, which begin to expiredid72unless previously utilized. Under Section 3Bthe Internal Revenue Code, if a
corporation undergoes an “ownership change,” tliparation’s ability to use its prehange NOLSs, research tax credit carryforwardsaihel
pre-change tax attributes to offset its post-changeme may be limited. An ownership change is gahedefined as a greater than 50%
change in its equity ownership by value over aghrear period. We believe that there are hnilfains inherent in the value of our assets
when recognized, may increase this annual limitadioring the five-year period form the date of amership change. We are currently
assessing the extent of these built-in gains. Timeal limitation on our net operating loss carryfards that can be used to offset post-
ownership change taxable income could adversegcaéfur liquidity and cash flow.

IF WE DO NOT HAVE ENOUGH CAPITAL TO FUND OPERATIONS , THEN WE WILL HAVE TO CUT COSTS.

If we are not able to raise needed money undeipéaicle terms, then we will have to take measuresiteosts, such as:

. Delay, scale back or discontinue one or more ofomaology or gene delivery programs or other agpefcbperations, including
laying off some personnel or stopping or delayiligical trials;

. Sell or license some of our technologies that waldioot otherwise give up if we were in a betteaficial position;

. Sell or license some of our technologies under settrat are less favorable than they otherwise ntighe been if we were in a
better financial position; and

. Consider merging with another company or positigroarselves to be acquired by another company.

If it became necessary to take one or more of blowexlisted actions, then we may have a lower w@lnawhich may be reflected in our
stock price. Further, the effects on our operatifinancial performance and our stock price magxecerbated if we do not or cannot take
one or more of the above-listed actions in a tinmanner when needed.

A SMALL NUMBER OF LICENSING PARTNERS ACCOUNT FOR A SUBSTANTIAL PORTION OF OUR REVENUES AND
OUR RESULTS OF OPERATIONS AND FINANCIAL CONDITION C OULD SUFFER IF WE LOSE THESE LICENSING
PARTNERS OR FAIL TO ADD ADDITIONAL LICENSING PARTNE RS IN THE FUTURE.

We derive a significant portion of our revenue frarfimited number of licensing partners in eachqzerAccordingly, if we fail to sign
additional future contracts with major licensingtpars, if a licensing contract is delayed or defey or if an existing licensing contract
expires or is cancelled and we
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fail to replace the contract with new business,revenue could be adversely affected. Until comimération of our MedPulser
Electroporation System, we expect that a limitechber of licensing partners will continue to accofamta substantial portion of our revenue
in each quarter in the foreseeable future. Duriregyear ended December 31, 2006, one licensinggraitlerck, accounted for approximat
44% or $1.5 million of our consolidated revenue.

PRE-CLINICAL AND CLINICAL TRIALS OF HUMAN-USE EQUIP MENT ARE UNPREDICTABLE. IF WE EXPERIENCE
UNSUCCESSFUL TRIAL RESULTS, OUR BUSINESS WILL SUFFER.

Before any of our human-use equipment can be Hwdi-DA or applicable foreign regulatory authostiraust determine that the
equipment meets specified criteria for use in tithdations for which approval is requested, inahgdobtaining appropriate regulatory
approvals. Satisfaction of regulatory requiremeypscally takes many years, and involves complianith requirements covering research
and development, testing, manufacturing, qualitytiad, labeling and promotion of drugs for humae.ubo obtain regulatory approvals, we
must, among other requirements, complete clint@@kstdemonstrating our product candidates are aadecffective for a particular cancer
type or other disease. Regulatory approval of a medical device, drug or combination therapy isemeyuaranteed. The FDA will make its
determination based on the results from our prezli testing and clinical trials and has substddiscretion in the approval process. Despite
the time and experience exerted, failure can oatany stage, and we could encounter problemsroggusito abandon clinical trials.

We have completed Phase Il clinical trials andcareducting two Phase IlI clinical trials of our ¢eproduct candidate, the MedPulSer
Electroporation System, for the treatment of regnirand second primary H&N cancers. In additioa,are conducting two Phase IV (or Pre-
Marketing) clinical trials of our MedPuls@r Elempioration System for the treatment of new and reciH&N cancers and new and
recurrent primary skin cancers, and have starfeleasse | clinical trial of our MedPulsgr Electrogtasn System for the treatment of breast
cancers. Current or future clinical trials may destoate the MedPuls@r  Electroporation Systemitheresafe nor effective.

Any delays or difficulties we encounter in our migical research and clinical trials, in partiautae Phase 11l clinical trials of our
MedPulsef Electroporation System for the treatnoémécurrent H&N cancer, may delay or precludeutatpry approval. Our product
development costs will increase if we experiendaydein testing or regulatory approvals or if wedéo perform more or larger clinical trials
than planned. Any delay or preclusion could aldayler preclude the commercialization of our Medfeu? Electroporation System or any
other product candidates.

Clinical trials are unpredictable, especially huruge trials. Results achieved in early stage dirtitals may not be repeated in later
stage trials, or in trials with more patients. Wisanly positive results were not repeated in Istege trials, other pharmaceutical and
biotechnology companies have suffered significatibacks and we would likely suffer similar consewes under such circumstances. Not
only has the inability to replicate consistent ames resulted in such companies pushing their coniatization timelines back, but some
companies, particularly smaller biotechnology conigs with limited cash reserves, have gone ouusiress after releasing news of
unsuccessful clinical trial results.

We cannot be certain the results we observed ipmisclinical testing will be confirmed in clinicadals or the results of any of our
clinical trials will support FDA approval. If we perience unexpected, inconsistent or disappoimésglts in connection with a clinical or
pre-clinical trial our business will suffer.

The patients admitted to our oncology clinicallfiieonducted in the United States and Europe grereencing late stage cancer and are
in a diminished physical state prior to entering studies and thus these patients can experienc@isadverse events, which is abbreviated
in our industry as SAEs, whether due to our teabmybr other procedures. To date, the most clihicgnificant SAE’s that were
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assessed as at least possibly related to our dditeahnology are: bleeding in tumor bed, pairsptiyagia, edema at treatment site, fistula,
myocardial infarction and sudden death (cause attdenknown). Because our studies are controlléidoagoing, we cannot assure you that
these or other serious adverse events will notydmigrevent approval of our product by the FDA.

In addition, any of our clinical trials for our agnent may be delayed or halted at any time fapbuarreasons, including:

. The electroporation-mediated delivery of drugsthieo agents may be found to be ineffective or tesecharmful side effects,
including death;

. Our clinical trials may take longer than anticightior any of a number of reasons including a staaf subjects that meet the
physiological or pathological criteria for entrytarthe study, a scarcity of subjects that are mdllio participate through the end of
the trial, or data and document review;

. The reported clinical data may change over tima @esult of the continuing evaluation of patientshe current assembly and
review of existing clinical and pre-clinical infoation;

. Data from various sites participating in the clalitrials may be incomplete or unreliable, whichildoresult in the need to repeat
the trial or abandon the project; and

. Pre-clinical and clinical data can be interpretediany different ways, and the FDA and other regmjaauthorities may interpret
our data differently than we do, which could haltlelay our clinical trials or prevent regulatogpaoval.

If any of the above events arise during our clihidals or data review, then we would expect thitiave a serious negative effect on our
company and our stockholders.

Despite the FDA's designation of our MedPul8er cEleporation System as a Fast Track product, siioh dfesignation is independent
of the FDA'’s Priority Review and Accelerated Appabdesignations and we may encounter delays iretipglatory approval process due to
additional information requirements from the FDAjntentional omissions in our PMA for our MedPul8eElectroporation System, or other
delays in the FDA's review process. We may encauhééays or rejections in the regulatory approvakpss because of additional
government regulation from future legislation onawlistrative action or changes in FDA policy durihg period of product development,
clinical trials and FDA regulatory review.

A majority of our operating expenses relate todimical trials. A delay in our trials, for whataveeason, will probably require us to
spend additional funds to keep the product(s) nmpthinough the regulatory process. If we do not taveannot raise the needed funds in a
timely manner, then the testing of our human-uselpets could be shelved. In the event a clini¢al is not successful, we will have to
determine whether to put more money into the progi@address its deficiencies or whether to abaridemlinical development programs
the products in the tested indications. Loss otilman-use product line would be a significant aetifor our company.

Because there are so many variables inherentricalitrials, we cannot predict whether any of future regulatory applications to
conduct clinical trials will be approved by the F@Aother regulatory authorities, whether our clitrials will commence or proceed as
planned, and whether the trials will ultimatelyde=med to be successful. To date, our experierccbden that submission and approval of
clinical protocols has taken longer than desiredxgrected.
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OUR BUSINESS IS HIGHLY DEPENDENT ON RECEIVING APPRO VALS FROM VARIOUS UNITED STATES AND
INTERNATIONAL GOVERNMENT AGENCIES AND WILL BE DRAMA  TICALLY AFFECTED IF APPROVAL TO
MANUFACTURE AND SELL OUR HUMAN-USE EQUIPMENT IS NOT GRANTED OR IS NOT GRANTED IN A TIMELY
MANNER.

The production and marketing of our human-use eqeig and the ongoing research, development, pnealitesting, and clinical trial
activities are subject to extensive regulation. Muas governmental agencies in the U.S. and irtienaly, including the FDA, must review
our applications and decide whether to grant agdréMl of our human-use equipment must go throaglrapproval process, in some
instances for each indication for which we wartatmel it for use (such as use for dermatology,fas¢ransfer of a certain gene to a certain
tissue, or use for administering a certain drug tertain tumor type in a patient having certaiarahteristics). These regulatory processes are
extensive and involve substantial costs and time.

We have limited experience in, and limited resosi@eailable for, regulatory activities. Failurectmmply with applicable regulations
can, among other things, result in non-approvalpensions of regulatory approvals, fines, prodeizises and recalls, operating restrictions,
injunctions and criminal prosecution.

Any of the following events can occur and, if angt dccur, any one could have a material adverszeéin our business, financial
conditions and results of operations:

. Clinical trials may not yield sufficiently conclug results for regulatory agencies to approve #eeaf our products;

. There can be delays, sometimes long, in obtainipgaval for our humamse devices, and indeed, we have experienced sleye
in obtaining FDA approval of our clinical protocpls

. The rules and regulations governing human-use etgunp such as ours can change during the reviewepsoavhich can result in
the need to spend time and money for further tgsiirreview;

. If approval for commercialization is granted, ipigssible the authorized use will be more limiteaint we believe is necessary for
commercial success, or that approval may be camditi on completion of further clinical trials ohet activities; and

. Once granted, approval can be withdrawn, or limitiepreviously unknown problems arise with our lamruse product or data
arising from its use.

WE COULD BE SUBSTANTIALLY DAMAGED IF PHYSICIANS AND HOSPITALS PERFORMING OUR CLINICAL TRIALS
DO NOT ADHERE TO PROTOCOLS OR PROMISES MADE IN CLIN ICAL TRIAL AGREEMENTS.

We work and have worked with a number of hospiilgerform clinical trials, primarily in oncologyve depend on these hospitals to
recruit patients for the trials, to perform thealgiaccording to our protocols, and to report gsults in a thorough, accurate and consistent
fashion. Although we have agreements with theseitals, which govern what each party is to do wihpect to the protocol, patient safety,
and avoidance of conflict of interest, there as&githat the terms of the contracts will not béofeéd, such as the following:

Risk of Deviations from Protocol. The hospitals or the physicians working at thegitals may not perform the trials correctly.
Deviations from protocol may make the clinical diatd useful and the trial could be essentially Wweds.
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Risk of Improper Conflict of Interest.Physicians working on protocols may have an oppr economic interest in our company, or
other conflict of interest. When a physician hageesonal stake in the success of the trial, sudaadbe inferred if the physician owns stock,
or rights to purchase stock, of the trial spongaran create suspicion that the trial results viengroperly influenced by the physician’s
interest in economic gain. Not only can this pat thinical trial results at risk, but it can also skrious damage to a company’s reputation.

Risks Involving Patient Safety and Conserfthysicians and hospitals may fail to secure &mnritten consent as instructed or report
adverse effects that arise during the trial ingheper manner, which could put patients at unnecgsssk. Physicians and hospital staff may
fail to observe proper safety measures such asisteandling of used medical needles, which maylré@sthe transmission of infectious and
deadly diseases, such as HIV and AIDS. This ine=asr liability, affects the data, and can danmagereputation.

If any of these events were to occur, then it chalde a material adverse effect on our abilityeteive regulatory authorization to sell
our human-use equipment, not to mention on ourtegjom. Negative events that arise in the performaanf clinical trials sponsored by
biotechnology companies of our size and with limhitash reserves similar to ours have resultednmpamies going out of business. While
these risks are ever present, to date, our coattaguttysicians and clinics have been successfuliaating significant data regarding the
clinical protocols under which they have operated] we are unaware of any conflicts of interestrquroprieties regarding our protocols.

EVEN IF OUR PRODUCTS ARE APPROVED BY REGULATORY AUT HORITIES, IF WE FAIL TO COMPLY WITH ON-
GOING REGULATORY REQUIREMENTS, OR IF WE EXPERIENCE UNANTICIPATED PROBLEMS WITH OUR PRODUCTS,
THESE PRODUCTS COULD BE SUBJECT TO RESTRICTIONS OR WITHDRAWAL FROM THE MARKET.

Any product for which we obtain marketing approwagng with the manufacturing processes, post-agbainical data and
promotional activities for such product, will bebgect to continual review and periodic inspectibgshe FDA and other regulatory bodies.
Even if regulatory approval of a product is grantbeé approval may be subject to limitations onittticated uses for which the product may
be marketed or certain requirements for costly-puastketing testing and surveillance to monitor shéety or efficacy of the product. Later
discovery of previously unknown problems with owogucts, including unanticipated adverse eventmahticipated severity or frequency,
manufacturer or manufacturing processes or fatlm@mply with regulatory requirements, may resultestrictions on such products or
manufacturing processes, withdrawal of the prodfrota the market, voluntary or mandatory recaligh, suspension of regulatory approv
product seizures or detention, injunctions or thpasition of civil or criminal penalties.

FAILURE TO COMPLY WITH FOREIGN REGULATORY REQUIREME NTS GOVERNING HUMAN CLINICAL TRIALS AND
MARKETING APPROVAL FOR OUR HUMAN-USE EQUIPMENT COUL D PREVENT US FROM SELLING OUR PRODUCTS
IN FOREIGN MARKETS, WHICH MAY ADVERSELY AFFECT OUR OPERATING RESULTS AND FINANCIAL
CONDITIONS.

For marketing our MedPuls@r Electroporation Systenside the United States, the requirements gawgthe conduct of clinical
trials, product licensing, pricing and reimbursemary greatly from country to country and may reguadditional testing. The time required
to obtain approvals outside the United States nifégrdrom that required to obtain FDA approval. Wely not obtain foreign regulatory
approval on a timely basis, if at all, or be alol@btain regulatory approvals in one ore more efjtiisdictions in which we would wish to
commercialize our products. Approval by the FDA slaet ensure approval by regulatory authoritiestiher countries, and approval by one
foreign regulatory authority does not ensure apgplrby regulatory authorities in other countriebgrthe FDA. Failure to
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comply with these regulatory requirements or taobtequired approvals could impair our abilitydevelop these markets and could have a
material adverse effect on our results of operateimd financial condition.

IF WE CANNOT MAINTAIN OUR EXISTING CORPORATE AND AC ADEMIC ARRANGEMENTS AND ENTER INTO NEW
ARRANGEMENTS, WE MAY BE UNABLE TO DEVELOP PRODUCTS EFFECTIVELY, OR AT ALL.

Our strategy for the research, development and aneialization of our product candidates may reisutiur entering into contractual
arrangements with corporate collaborators, acadarsiitutions and others. We have entered into spad research, license and/or
collaborative arrangements with several entitiesiuiding Merck, Wyeth, Vical, Valentis, the U.S.\WaChiron and the University of South
Florida, as well as numerous other institutions tweduct clinical trials work or perform pre-cliail research for us. Our success depends
upon our collaborative partners performing thegpansibilities under these arrangements and congplyith the regulations and
requirements governing clinical trials. We cannmttcol the amount and timing of resources our taltative partners devote to our research
and testing programs or product candidates, or doenpliance with regulatory requirements which gary because of factors unrelated to
such programs or product candidates. These retdtips may in some cases be terminated at the it our collaborative partners with
only limited notice to us.

Merck can terminate its May 2004 license and coitabon agreement with us at any time in its saderétion, without cause, by giving
ninety days advance notice to us. If this agreensaterminated by Merck at any time during thetfivgo years of the collaboration term, then
Merck shall continue, for a six-month period begmgnon the date of such termination, to make paympreviously approved by the project’
joint collaboration committee in relation to scistg and outside contractors engaged by us in aionewith the agreemer

We may not be able to maintain our existing arramggs, enter into new arrangements or negotiatemuor new arrangements on
acceptable terms, if at all. Some of our collabeeapartners may also be researching competingqitdabies independently from us to treat
the diseases targeted by our collaborative programs

OUR ABILITY TO ACHIEVE SIGNIFICANT REVENUES FROM SA LES OR LEASES OF HUMAN-USE PRODUCTS WILL
DEPEND ON ESTABLISHING EFFECTIVE SALES, MARKETING A ND DISTRIBUTION CAPABILITIES OR
RELATIONSHIPS AND WE CURRENTLY LACK SUBSTANTIAL EXP ERIENCE IN THESE AREAS.

To market our products, we will need to develogsamarketing and distribution capabilities. Inasrtb develop or otherwise obtain
these capabilities, we may have to enter into maagredistribution or other similar arrangementshathird parties in order to sell, market and
distribute our products successfully. To the exteatenter into any such arrangements with thirdigggrour product revenue is likely to be
lower than if we directly marketed and sold ourdurats, and any revenue we receive will depend tiperfforts of such third parties. We
may be unable to develop sufficient sales, margedimd distribution capabilities to commercialize ptoducts successfully.

If we want to market and sell our human-use pragldeectly, we must develop a marketing and salesef This would involve
substantial costs, training, and time. We havetdichexperience in sales, marketing and distributioclinical and humamse products and v
currently have no sales, marketing or distributtapability. We may be unable to develop sufficigales, marketing and distribution
capabilities to commercialize our products sucedlysfRegardless of whether we elect to use thadies
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or seek to develop our own marketing capability, sy not be able to successfully commercialize@oguct.

WE RELY ON COLLABORATIVE AND LICENSING RELATIONSHIP S TO FUND A PORTION OF OUR RESEARCH AND
DEVELOPMENT EXPENSES AND CARRY OUT PORTIONS OF OUR RESEARCH; IF WE ARE UNABLE TO MAINTAIN OR
EXPAND EXISTING RELATIONSHIPS, OR INITIATE NEW RELA TIONSHIPS, WE WILL HAVE TO DEFER OR CURTAIL
RESEARCH AND DEVELOPMENT ACTIVITIES IN ONE OR MORE AREAS.

Our partners and collaborators fund a portion afresearch and development expenses and assisthesriesearch and development of
our human-use equipment. These collaborations artdgrships can help pay the salaries and othehead expenses related to research. In
the past, we encountered operational difficultiésrahe termination of an agreement by a formetrnga. Because this partnership was
terminated, we did not receive significant mileg@ayments which we had expected and were forcddl&y some clinical trials as well as
some product development.

Our clinical trials to date have used our equipnweittt the anti-cancer drug bleomycin sulfate. Wendb currently intend to package
bleomycin sulfate together with the equipment fesbut if it should be necessary or desirabléatehis, we would need a reliable source of
the drug. At this time we do not have a fixed seuwtbleomycin sulfate for inclusion with equipmentalone. If it becomes necessary or
desirable to include bleomycin sulfate in our pagkave would have to form a relationship with aeotprovider of this generic drug before
any product could be launched.

We also rely on scientific collaborators at comparand universities to further our research artdtgsequipment. In most cases, we
lend our equipment to a collaborator, teach hirherhow to use it, and together design experimertsst the equipment in one of the
collaborator’s fields of expertise. We aim to secagreements that restrict collaborators’ rightsse the equipment outside of the agreed
upon research, and outline the rights each of Uswawe in any results or inventions arising frdme work.

Nevertheless, there is always risk that:
. Our equipment will be used in ways we did not atiteg which can lead to liability and unwanted catifion;

. We may determine that our technology has been ipgslp assigned to us or a collaborator may claghts to certain of our
technology, which may require us to pay license f@emilestone payments and, if commercial salébefinderlying product is
achieved, royalties;

. We may lose rights to inventions made by our caliators in the field of our business, which cardlemaexpensive legal fights and
unwanted competition;

. Our collaborators may not keep our confidentiabinfation to themselves, which can lead to lossuofright to seek patent
protection and loss of trade secrets, and expetegas fights; and

. Our collaborative associations can damage a ourtaigpn if they go awry and thus, by associationthierwise, the scientific or
medical community may develop a negative view of us

We cannot guarantee that any of the results frasetitollaborations will be successful, that we bellable to continue to collaborate
with individuals and institutions that will furtheur work, or that we will be able to do so undants that are not overly restrictive. If we are
not able to maintain or develop new collaborateationships, then it is likely the research padesiow down and it will take longer to
identify and commercialize new products, or newidations for our existing products.
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WE RELY HEAVILY ON OUR PATENTS AND PROPRIETARY RIGH TS TO ATTRACT PARTNERSHIPS AND MAINTAIN
MARKET POSITION.

Another factor that will influence our successhie strength of our patent portfolio. Patents gheefiatent holder the right to prevent
others from using its patented technology. If sonesiafringes upon the patented material of a pdteltter, then the patent holder has the
right to initiate legal proceedings against thaspa to protect the patented material. These pdiegs, however, can be lengthy and costly.
We perform an ongoing review of our patent portfab evaluate whether our key technologies apmebe tadequately protected. If we
determine that any of our patents require eithditixhal disclosures or revisions to existing imf@tion, we may ask that such patents be
reexamined or reissued, as applicable, by the UiStates Patent and Trademark Office.

The patenting process, enforcement of issued matentl defense against claims of infringementrarerently risky. Because we rely
heavily on patent protection, we face the followsignificant risks:

Risk of Inadequate Patent Protection for Product.he United States Patent and Trademark Offidereign patent offices may not
grant patents of meaningful scope based on thécagiphs we have already filed and those we interfde. If we do not have patents that
adequately protect our human-use equipment anddtidns for its use, then we will not be able tantan a competitive advantage in the
market for such products.

Risk That Important Patents Will Be Judged Invalidome of the issued patents we now own or licemsgbe determined to be inva
If we have to defend the validity of any of ourguas, the costs of such defense could be subdfartththere is no guarantee of a successful
outcome. In the event an important patent relatezlit drug delivery technology is found to be indalve may lose competitive position and
may not be able to receive royalties for productgeced in part or whole by that patent under lieemgreements.

Risk of Being Charged With InfringementAlthough we are not currently aware of any garfntending to pursue infringement claims
against us, there is the risk that we will use teqtad technology allegedly or actually owned bgthar person and/or be charged with
infringement. Defending, or indemnifying a thirdrfya against a charge of infringement can invokmgithy and costly legal actions, and tt
can be no guarantee of a successful outcome. Biotdagy companies comparable to us in size anddiahposition have gone out of
business after fighting and losing infringementleat If we or our partners are prevented fromgisinselling our humanse equipment, the
our business would be materially adversely affected

Freedom to Operate RisksWe are aware that patents related to electyieasisted drug delivery have been granted topateht
applications filed by, our potential competitorse\&t our partners have taken licenses to somesséthatents, and will consider taking
additional licenses in the future. Nevertheless,abmpetitive nature of our field of business drelfact that others have sought patent
protection for technologies similar to ours makesta patent-related risks significant.

In addition to patents, we also rely on trade dsaad proprietary know-how. We try to protect thifrmation with appropriate
confidentiality and inventions agreements with employees, scientific advisors, consultants, afldloorators. We cannot be sure that these
agreements will not be breached, that we will He &bprotect ourselves if they are breached, ar dlr trade secrets will not otherwise
become known or be independently discovered by etitops. If any of these events occurs, then wetherrisk of losing control of valuable
company information, which could negatively affear competitive position.
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IF WE ARE NOT SUCCESSFUL DEVELOPING OUR CURRENT PRODUCTS, OUR BUSINESS MODEL MAY CHANGE AS
OUR PRIORITIES AND OPPORTUNITIES CHANGE. OUR BUSINE SS MAY NEVER DEVELOP TO BE PROFITABLE OR
SUSTAINABLE.

There are many products and programs that to us peamising and that we could pursue. However, Viitited resources, we may
decide to change priorities and shift programs afs@y those that we had been pursuing for the memd exploiting our core technology of
electroporation. The choices we may make will bgethelent upon numerous factors, which we cannoigiréfe cannot be sure that our
business model, as it currently exists or as it eajve, will enable us to become profitable ostigtain operations.

SERIOUS AND UNEXPECTED SIDE EFFECTS ATTRIBUTABLE TO GENE THERAPY MAY RESULT IN GOVERNMENTAL
AUTHORITIES IMPOSING ADDITIONAL REGULATORY REQUIREM  ENTS OR A NEGATIVE PUBLIC PERCEPTION OF
OUR PRODUCTS.

The MedPulse? DNA Delivery System and any of dineo Gene Therapy or DNA Vaccine product candidateter development
could be broadly described as gene therapies. Apuwf clinical trials are being conducted by otpkearmaceutical companies involving
gene therapy, including compounds similar to, anpetitive with, our product candidates. The anneament of adverse results from these
clinical trials, such as serious unwanted and ueetqul side effects attributable to treatment, grrasponse by the FDA to such clinical tri
may impede the timing of our clinical trials, delayprevent us from obtaining regulatory approvahegatively influence public perceptior
our product candidates, which could harm our bssirsand results of operations and depress the vhlugr stock.

The U.S. Senate has held hearings concerning #guady of regulatory oversight of gene therapyicdirtrials, as well as the adequacy
of research subject education and protection miaal research in general, and to determine whettiditional legislation is required to prot
volunteers and patients who participate in sudahiadi trials. The Recombinant DNA Advisory Commétt@r RAC, which acts as an advisory
body to the National Institutes of Health, has exjeal its public role in evaluating important puldied ethical issues in gene therapy clinical
trials. Implementation of any additional review aegorting procedures or other additional regujatoeasures could increase the costs of or
prolong our product development efforts or clinitéls.

As of December 31, 2006, to our knowledge, thexehmt been any serious adverse events in anytgerspy clinical trials in which
our technology was used. These current gene thetapgal trials are being sponsored by severalwfpartners. In the future, if one or a
series of serious adverse events were to occunglargene therapy clinical trial in which our teclugy was used by a partner, the partner
would be responsible for reporting all such evéotthe FDA and other regulatory agencies as reduiyelaw. Such serious adverse events,
whether treatment-related or not, could resultdgative public perception of our treatments andirecadditional regulatory review or other
measures, which could increase the cost of or pgptur gene therapy clinical trials or require m$alt the clinical trials altogether.

The FDA has not approved any gene therapy produggeinduced product for sale in the United States. ddramercial success of ¢
products will depend in part on public acceptaricée use of gene therapy products or gene-indpoeducts, which are a new type of
disease treatment for the prevention or treatmehtiman diseases. Public attitudes may be influghgeclaims that gene therapy product:
gene-induced products are unsafe, and these tnetatnethodologies may not gain the acceptance gbtlic or the medical community.
Negative public reaction to gene therapy productgen«induced products could also result in greater gawent regulation and stricter
clinical trial oversight.
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WE CANNOT PREDICT THE SAFETY PROFILE OF THE USE OF OUR MEDPULSER ELECTROPORATION SYSTEM
WHEN USED IN COMBINATION WITH OTHER THERAPIES.

Our trials involve the use of our MedPulSer Eleptration System in combination with bleomycin atéf an anti-cancer drug. While
the data we have evaluated to date suggest the Ws=dP Electroporation System does not increasadierse effects of other therapies, we
cannot predict if this outcome will continue totbge or whether possible adverse side effects inetttly attributable to the other drugs will
compromise the safety profile of our MedPulBer cEtgporation System when used in certain combinatierapies or if used off-label with
other drugs by physicians.

WE RUN THE RISK THAT OUR TECHNOLOGY WILL BECOME OBS OLETE OR LOSE ITS COMPETITIVE ADVANTAGE.

The drug delivery business is very competitivet fasving and intense, and expected to be increpssmgin the future. Other compan
and research institutions are developing drug defigystems that, if not similar in type to ourteyss, are designed to address the same
patient or subject population. Therefore, we cammoinise you that our products will be the bes, shfest, the first to market, or the most
economical to make or use. If competitors’ prodaetsbetter than ours, for whatever reason, theooutl make less money from sales and
our products risk becoming obsolete.

There are many reasons why a competitor might be successful than us, including:

Financial Resources. Some competitors have greater financial ressusioe can afford more technical and developmehasks than
we can.

Greater Experience. Some competitors have been in the biomedicahbss longer than we have. They have greater exprrithan us
in critical areas like clinical testing, obtaininggulatory approval, and sales and marketing. @xjgrience or their name recognition may
give them a competitive advantage over us.

Superior Patent Position. Some competitors may have a better patent pogitiotecting their technology than we have or hale to
protect our technology. If we cannot use our patémprevent others from copying our technologg@reloping similar technology, or if we
cannot obtain a critical license to another’s patieat we need to make and use our equipment,weamould expect our competitive position
to weaken.

Faster to Market. Some companies with competitive technologies maye through stages of development, approval neendketing
faster than us. If a competitor receives FDA apprtefore us, then it will be authorized to sedlproducts before we can sell ours. Because
the first company “to market” often has a signifitadvantage over late-comers, a second placdagrosituld result in less than anticipated
sales.

Reimbursement Allowed.In the U.S., third party payers, such as Medicaray reimburse physicians and hospitals for caitopg
products but not for our human-use products. Tlsldsignificantly affect our ability to sell ouuman-use products in the U.S. and would
have a serious effect on revenue and our busisegsvhole. Outside of the U.S., reimbursement andifg policies vary widely.

ANY ACQUISITION WE MIGHT MAKE MAY BE COSTLY AND DIF  FICULT TO INTEGRATE, MAY DIVERT
MANAGEMENT RESOURCES OR DILUTE STOCKHOLDER VALUE.

We have considered and have made strategic aégussih the past, including our acquisition of l[iI@AS in January 2005, and, in the
future, may acquire or make investments in comptearg companies, products or technologies. Asqfastir business strategy, we may
acquire assets or businesses principally relatirey tomplementary to our current operations, aadave in the past evaluated and

41




discussed such opportunities with interested marAay acquisitions we undertake will be accompeuig the risks commonly encounterec
business acquisitions. These risks include, amdimgy ¢hings:

. Potential exposure to unknown liabilities of acqdicompanies;

. The difficulty and expense of assimilating the @piens and personnel of acquired businesses;
. Diversion of management time and attention andrateources;

. Loss of key employees and customers as a rescitasfges in management;

. Incurrence of amortization expenses related tagitde assets or large one-time charges, sucheashéirge in excess of $3.3
million we incurred to our results of operationsidg 2005 related to our write-off of in-processearch and development that we
acquired in our acquisition of Inovio AS in Janu2805;

. Increased legal, accounting and other administatosts associated with negotiation, documentatimhreporting on any such
acquisition; and

. Possible dilution to our stockholders.

In addition, geography and/or language barriers make the integration of businesses more diffiaie. may not be successful in
overcoming these risks or any other problems erteoeid in connection with any acquisitions.

CHANGES IN FOREIGN EXCHANGE RATES MAY AFFECT OUR FU TURE OPERATING RESULTS.

In January 2005, we acquired Inovio AS, a Norwegiampany. During the year ended December 31, 2806io AS contributed
approximately $1.1 million to our revenue, which@amted to approximately 33% of our total revennevlo AS conducts its operations
primarily in foreign currencies, including the Euidorwegian Kroner and Swedish Krona. In Septen2@6, we established Inovio Asia F
Ltd., a company incorporated in the Republic ofggjmore, which conducts its operations primarilpingapore dollars. Fluctuation in the
values of these foreign currencies relative todtte. dollar will affect our financial results whietne reported in US dollars and will cause |
dollar translation of such currencies to vary frone period to another. We cannot predict the sobpay fluctuations in the values of these
foreign currencies relative to the U.S. dollar ti@ effect of exchange rate fluctuations upon ature operating results.

ECONOMIC, POLITICAL, MILITARY OR OTHER EVENTSIN TH E UNITED STATES OR IN OTHER COUNTRIES COULD
INTERFERE WITH OUR SUCCESS OR OPERATIONS AND HARM O UR BUSINESS

The September 11, 2001 terrorist attacks disrupbetimerce throughout the United States and othés pathe world. The continued
threat of similar attacks throughout the world éimel military action taken by the United States atigér nations in Iraq or other countries r
cause significant disruption to commerce througtioetworld. To the extent that such disruptionshfer slow the global economy, our
business and results of operations could be miyesidversely affected. We are unable to prediceétibr the threat of new attacks or the
responses thereto will result in any long-term caruial disruptions or if such activities or respesisvill have a long-term material adverse
effect on our business, results of operationsraritial condition.
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OUR DEPENDENCE UPON NON-MARKETED PRODUCTS, LACK OF EXPERIENCE IN MANUFACTUR ING AND
MARKETING HUMAN-USE PRODUCTS, AND OUR CONTINUING DE FICIT MAY RESULT IN EVEN FURTHER
FLUCTUATIONS IN OUR TRADING VOLUME AND SHARE PRICE.

Successful approval, marketing, and sales of omramiuse equipment are critical to the financialfatof our company. Our human-use
products are not yet approved for sale in the Urfitates and some other jurisdictions and we meagrrabtain those approvals. Even if we
do obtain approvals to sell our human-use prodadise United States, those sales may not be gs tartimely as we expect. These
uncertainties may cause our operating resultaitdifate dramatically in the next several years.béleeve that quarter-to-quarter or annual
comparisons of our operating results are not a gogidator of our future performance. Neverthelé¢lssse fluctuations may cause us to
perform below the expectations of the public maggetlysts and investors. If this happens, the mier common shares would likely fall.

THERE IS A RISK OF PRODUCT LIABILITY WITH HUMAN-USE  EQUIPMENT

The testing, marketing and sale of human-use pitedixpose us to significant and unpredictable riglequipment product liability
claims. These claims may arise from patients, @dihtrial volunteers, consumers, physicians, hatpitompanies, institutions, researchers or
others using, selling, or buying our equipment.daat liability risks are inherent in our businessl avill exist even after the products are
approved for sale. If and when our humese equipment is commercialized, we run the rigk tise (or misuse) of the equipment will resu
personal injury. The chance of such an occurreriténarease after a product type is on the market.

We have obtained liability insurance in connectidth ongoing business and products, and we mayhasec additional policies if such
policies are determined by management to be negessawever, our existing insurance and the insceame purchase may not provide
adequate coverage in the event a claim is madevanday be required to pay claims directly. If we Have to make payment against a cli
then it would impact our financial ability to perfo the research, development, and sales activitiesave planned.

If and when our human-use equipment is commereidithere is always the risk of product defectedBet defects can lead to loss of
future sales, decrease in market acceptance, damage brand or reputation, product returns andavdy costs, and even product
withdrawal from the market. These events can owtwather the defect resides in a component we psechfiom a third party or whether it
was due to our design and/or manufacture. We expatbur sales agreements will contain provisiesigned to limit our exposure to
product liability claims. However, we do not knowether these limitations are enforceable in thentraas in which the sale is made. Any
product liability or other claim brought against ifsuccessful and of sufficient magnitude, condédyatively impact our financial performar
even if we have insurance.

WE CANNOT BE CERTAIN THAT WE WILL BE ABLE TO MANUFA CTURE OUR HUMAN-USE EQUIPMENT IN
SUFFICIENT VOLUMES AT COMMERCIALLY REASONABLE RATES

Our manufacturing facilities for human-use prodweiis be subject to quality systems regulationseinational quality standards and
other regulatory requirements, including pre-apptanspection for the human-use equipment and gierjpost-approval inspections for all
human-use products. While we have undergone arsgasquality systems audit from an internatiooalyh we have never undergone a
quality systems inspection by the FDA. We may retble to pass an FDA inspection when it occumsutffacilities are found not to be up
the FDA standards in sufficient time, prior to arah of our product in the United States, thenilitnesult in a delay or termination of our
ability to produce the human-use equipment in aaility. Any delay in production will have a negatieffect on our business.
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While there are no target dates set forth for lausfoour products in the United States, we plateomching these products once we
successfully perform a Phase 1l clinical studytaii the requisite regulatory approval, and engageartner who has the financial resources
and marketing capacity to bring our products tokear

Our products must be manufactured in sufficient warcial quantities, in compliance with regulatogguirements, and at an acceptable
cost to be attractive to purchasers. We rely aml tharties to manufacture and assemble most aspleats equipment, and thus cannot
directly control the quality, timing or quantitie$ equipment manufactured or assembled at any diuen

Disruption of the manufacture of our products,dratever reason, could delay or interrupt our bit manufacture or deliver our
products to customers on a timely basis. This wbeléxpected to affect revenue and may affectangterm reputation, as well. In the ev
we provide product of inferior quality, we run thgk of product liability claims and warranty okdiions, which will negatively affect our
financial performance.

IF WE LOSE KEY PERSONNEL OR ARE UNABLE TO ATTRACT A ND RETAIN ADDITIONAL, HIGHLY SKILLED
PERSONNEL REQUIRED TO DEVELOP OUR PRODUCTS OR OBTAIN NEW COLLABORATIONS, OUR BUSINESS
MAY SUFFER.

We depend, to a significant extent, on the effoftsur key employees, including senior managemedtsenior scientific, clinical,
regulatory and other personnel. The developmenewaf therapeutic products requires expertise framamaber of different disciplines, some
of which is not widely available. We depend upon seientific staff to discover new product candataand to develop and conduct pre-
clinical studies of those new potential productsr €linical and regulatory staff is responsible tloe design and execution of clinical trials in
accordance with FDA requirements and for the adear@nt of our product candidates toward FDA apprtdval operations staff is
responsible for designing, developing and manufawun the product in accordance with the applieduality System Regulations. The
quality and reputation of our scientific, clinicagégulatory and manufacturing staff, especiallygarior staff, and their success in performing
their responsibilities, are significant factorsatracting potential funding sources and collabmsatin addition, our Chief Executive Officer
and Chief Financial Officer and other executiveags are involved in a broad range of criticahaties, including providing strategic and
operational guidance. The loss of these individual®ur inability to retain or recruit other keyamagement and scientific, clinical, regulat
operations and other personnel, may delay or ptaxefrom achieving our business objectives. We fatense competition for personnel
from other companies, universities, public and gévresearch institutions, government entitiesahdr organizations.

WE MAY NOT MEET ENVIRONMENTAL GUIDELINES AND AS AR ESULT COULD BE SUBJECT TO CIVIL AND
CRIMINAL PENALTIES.

Like all companies in our line of work, we are dijto a variety of governmental regulations ratato the use, storage, discharge and
disposal of hazardous substances. Our safety puoeeébr handling, storage and disposal of sucleriads are designed to comply with
applicable laws and regulations. While we belieweare currently in compliance with all material bggble environmental regulations, if we
are found to not comply with environmental regwas$, or if we are involved with contamination guity from these materials, then we may
be subject to civil and criminal penalties. Thisulkbhave a negative impact on our reputation amanices, and could result in a slowdown or
even complete cessation of our business.
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OUR FACILITIES ARE LOCATED NEAR KNOWN EARTHQUAKE FA ULT ZONES, AND THE OCCURRENCE OF AN
EARTHQUAKE OR OTHER CATASTROPHIC DISASTER COULD CAU SE DAMAGE TO OUR FACILITIES AND
EQUIPMENT.

Our facilities are located near known earthquakdt feones and are vulnerable to damage from eaattess We are also vulnerable to
damage from other types of disasters, includirg fioods, power loss, communications failures sintlar events. If any disaster were to
occur, our ability to operate our business at aailifies would be seriously impaired. In additigriven the nature of our research activities,
any such disaster could cause significant delagsiimprograms and make it difficult for us to reenvThe insurance we maintain may not be
adequate to cover our losses resulting from dissisteother business interruptions. Accordinglyearthquake or other disaster could
materially and adversely harm our ability to cortdugsiness.

LEGISLATION REQUIRING COMPANIES TO EVALUATE INTERNA L CONTROLS UNDER SECTION 404 OF THE
SARBANES-OXLEY ACT OF 2002 HAS INCREASED OUR EXPENSES AND CQJULD RESULT IN EVENTS THAT ADVERSELY
AFFECT OUR STOCK.

As directed by Section 404 of the Sarbanes-OxleyoA2002 (Section 404), the Securities and Excha@gmmission adopted
rules requiring public companies to include a repbmanagement on our internal controls over failreporting in our annual reports on
Form 10-K that contains an assessment by managerhtre effectiveness of our internal controls ofileancial reporting. In addition, our
independent registered public accounting firm nadt&st to and report on management’s assessmérd effectiveness of our internal
controls over financial reporting. This requiremérst applied to our 2004 Annual Report on FormKLO

How companies are implementing these new requirésriacluding internal control reforms, if any, toreply with Section 404’s
requirements, and how independent auditors arg/imgpihese new requirements and testing compamgsal controls, is an evolving
process and remains subject to uncertainty. Thenemments of Section 404 are ongoing and applytiaré years. We expect that our internal
controls will continue to evolve as our businedsvaes change. During the course of managemaearits our independent registered public
accounting firm’s review of our internal controlgas financial reporting as of December 31, 2006 didenot identify any significant control
deficiencies that arose to the level of materighkveesses, as defined by the Public Company Acamy@versight Board (PCAOB).
Although we will continue to diligently and vigorsly review our internal controls over financial ogfing in order to ensure compliance with
the Section 404 requirements, any control systegandless of how well designed, operated and etesluean provide only reasonable, not
absolute, assurance that its objectives will be met

If, during any year, our independent registeredipwzcounting firm is not satisfied with our inted controls over financial reporting or
the level at which these controls are documentesigded, operated, tested or assessed, or ifdepémdent registered public accounting 1
interprets the requirements, rules or regulatiagfieréntly than we do, then our independent regesteoublic accounting firm may decline to
attest to management’s assessment or may isspera tieat is qualified. This could result in an atse reaction in the financial marketplace
due to a loss of investor confidence in the relighdf our financial statements, which ultimatedguld negatively impact the market price of
our stock.

45




ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We own no real property and have no plans to aeany real property in the future. On January 8852 we moved into new
headquarters of 22,867 square feet at 11494 Sorxé&lley Road in San Diego, California. This fagilprovides adequate space for our
current research, manufacturing, and administratperations. This lease runs through February @80 2The annual rent for this leased
property is $433,901 in the first two years andZ467 in year three and four of the original le@sen. The annual rent for the fifth and final
year of the original lease term is $480,207. Atehd of the original lease term, we have the optiforenewing this lease for an additiol
five-year lease term at an annual rate equal téaihenarket rental value of the property, as dediin the lease agreement.

In connection with this lease, we issued a wan@purchase 50,000 shares of our common stock.@0$r share to the landlord of t
leased facility in December 2004. This warrantisnediately exercisable and expires five years fitoendate of issuance. This warrant was
valued on the date of issuance using the Blackd8shwicing model. The fair value of this warreit20,913, will be recognized ratably over
the five-year term of the lease as rent expense.

In January 2007, we entered into a facility lems®$lo, Norway to support our research and devedopractivities conducted through
our subsidiary Inovio AS. The term of the leastighree years and may be terminated with threethsonotice. Monthly rent is
approximately $1,350 per month.

We believe our current facilities will be adequtteneet our operating needs for the foreseeahlegughould we need additional space,
we believe we will be able to secure additionakspa commercially reasonable rates.
ITEM 3. LEGAL PROCEEDINGS

Neither we nor any of our subsidiaries are involiredny material legal proceedings.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of securitgérd during the fourth quarter of fiscal 2006.

PART Il

ITEM5. MARKET FOR COMPANY’'S COMMON EQUITY, RELATED STOCKHO LDER MATTERS AND ISSUER
REPURCHASES OF EQUITY SECURITIES

Market Informatior

Our common stock is traded on the American StoathBrge (AMEX) under the symbol “INO.” Trading begamthe AMEX on
December 8, 1998.

On September 13, 2004, we effected a one-for-fewense split of our common stock. At the time @& thverse stock split, each four
shares of our issued and outstanding common stec& eombined into one share of our common stoc&.rélierse stock split did not change
the number of authorized shares of our common stditkkommon share and per share amounts through@Report have been adjusted to
give effect to this reverse one-for-four stock tspli
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The table below sets forth the quarterly high awd ¢losing sales prices of our common shares itvtloemost recent fiscal years.

American
Stock
Exchange
Uss
Year ended December 31, 20( High  Low
First quarter 3.15 2.28
Second quarte 2.67 2.0C
Third quartel 258 2.01
Fourth quarte 3.58 262
Year ended December 31, 2005
First quartel 5.01 342
Second quarte 3.7C 2.45
Third quartel 3.24 2.6C
Fourth quarte 2.86 1.99

As of March 8, 2007, we had approximately 481 commsimckholders of record. This figure does notudel beneficial owners who hc¢
shares in nominee name. The closing price per siiarer common stock on March 8, 2007 was $3.10epsrted on the AMEX.

Recent Sales of Unregistered Securi

In December 2006 we issued 45,000 unregistered amsimares to an employee of the company pursuam éxemption from
registration under the Securities Act of 1933, merded.

Dividends

The payment of any dividends on our common stoektisin the discretion of our board of directorsowkver, we may not pay
dividends on our common stock without the conséiiotders of a majority of each Series of our autsling Preferred Stock. We have not
paid cash dividends on our common stock and thedtmfadirectors does not expect to declare casideinds on the common stock in the
foreseeable future.

The holders of our Series A and B Preferred Stoeieventitled to receive an annual dividend at #te of 6%, payable quarterly,
through September 30, 2006. These dividends werabpin cash unless the closing price of our comstwares for the 20 trading days
immediately preceding the dividend payment date @eagl to or greater than the conversion pricaichshares, in which event we may
elected to pay the dividends to the holders in comstock. During the three years in the period dridecember 31, 2006, we paid dividends
to the holders of our Series A and B PreferredStbmugh the issuance of 2,871 shares of our camstack valued at $7,693 and in cash of
$15,140 during 2006; through the issuance of 55dbE8es of our common stock valued at $179,956racdsh of $60,235 during 2005; and
through the issuance of 73,072 shares of our constomk valued at $322,397 in 2004. As of Decemiie2806 there were no shares of
Series A or B Preferred Stock outstanding. As ofddeber 31, 2005, 52 shares of Series A Preferimek3ind 100 shares of Series B
Preferred Stock remained outstanding.

The holders of our Series C Preferred Stock aideshto receive an annual dividend at the rat6%f payable quarterly, through
June 30, 2007. These dividends are payable inuwasks the closing price of our common shareshi®20 trading days immediately
preceding the dividend payment date is equal greater than the conversion price of such shameshich event we may elect to pay the
dividends to the holders in common stock. Curreritlg conversion price of such shares is $6.8Glpare. During the year
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ended December 31, 2006, we paid dividends todldels of our Series C Preferred Stock in cashlé7$04 and accrued dividends of
$14,571 which were converted into common sharesaeanthnts as part of our October 2006 private pred. During the year ended
December 31, 2005 we paid cash of $553,694 andgltiie year ended December 31, 2004 we issuedB6ltE2es of our common stock
valued at $133,693, and paid $276,315 in cash.f&eoember 31, 2006 and 2005, there were 102 aridB&res of Series C Preferred Stock
outstanding, respectively.

Repurchase

We did not repurchase any of our equity securdigsng the fourth quarter of fiscal 2006.

Equity Compensation Plal

Our equity compensation plan information is prodide set forth in Part Ill, Item 11 herein.

Performance Grapl

The following graph illustrates a comparison of tbil cumulative stockholder return on our comrstotk since March 31, 2001. The
graph assumes an initial investment of $100 on K&d; 2001. The comparisons in the graph are redudy the Securities and Exchange
Commission and are not intended to forecast ontlieative of possible future performance of our cwon stock.

COMPARISON OF 69 MONTH CUMULATIVE TOTAL RETURN*

Among Inovio Biomedical Corporation, The AMEX Congite Index
And The S & P SuperCap Biotechnology Index
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*$100 invested on 3/31/01 in stock or Index-inéhgdreinvestment of dividends.
Fiscal year ending December 31.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following table sets forth our selected cortatid financial data for the periods indicatedivéer from consolidated financial
statements prepared in accordance with U.S. géyna@epted accounting principles. The selectete8tant of Operations data for each of
the three years in the period ended December B 20d the Balance Sheet data as of December G&,&@ 2005 are derived from our
audited consolidated financial statements includéat in this Form 10-K. The selected Statemer@®pérations data for years ended
December 31, 2003 and 2002 and the Balance Shieeaslaf December 31, 2004, 2003, and 2002 weieedkfrom our audited consolidat
financial statements, which are not included is form 10-K. The data set forth below should bd reaonjunction with our Consolidated
Financial Statements and the Notes thereto incletklvhere in this Report and “Item 7. Managemebisgussion and Analysis of Financial
Condition and Results of Operations” set forth telo

Year Ended Year Ended Year Ended Year Ended Year Ended
December 31, December 31, December 31, December 31, December 31,
2006 2005* 2004 2003 2002

Operations Date
License fee and milestone payme $ 1,337,100 $ 2,563,28! $ 214351 $ 588z $ 5,88¢
Revenue under collaborative resea

and development arrangeme 962,207 1,492,14! 945,591 74,647 183,63¢
Grants and miscellaneous

revenue 1,168,86t 1,411,82! 7,157 —
Loss from continuing operatiol (12,479,12) (15,296,85)) (11,263,141 (6,588,24") (5,908,044,
Gain on disposal of asse — — 290,20¢ 2,034,07¢ —
Loss from discontinued operatio — — — (110,740() (56,78%)
Net loss (12,479,12)) (15,296,85)) (10,972,93) (4,664,90) (5,964,82)
Imputed and declared dividen (2,005,669 (11,065,771) (732,40Y) (18,210,531 —
Loss attributable to commc

stockholder: (14,484,78)) (26,362,62) (11,705,33) (22,875,43) (5,964,82)
Amounts per common sh—basic

and diluted:
Loss from continuing operatiol (0.40) (0.81) (0.64) (0.49) (0.58)
Gain (loss) from discontinued

operations — — 0.02 0.14 (0.01)
Net loss (0.40) (0.82) (0.62) (0.35) (0.59)
Imputed and declared dividen (0.06) (0.58) (0.04) (1.37) —
Net loss attributable to commu

stockholder: (0.46) (1.39) (0.66) 1.72) (0.59)
Balance Sheet Dat
Cash and cash equivalel 8,321,60t 17,166,56' 17,889,79° 13,460,441 875,44«
Shor-term investment 14,700,00t — — — —
Total asset 35,949,61! 28,978,95. 20,951,50: 16,228,991 5,419,22!
Long-term liabilities 5,638,61! 1,791,80: — — 35,851
Total stockholders equit 21,692,55! 23,470,74: 15,549,511 15,047,63! 3,725,37(

* On January 25, 2005, we consummated the acquigfibrovio AS, a Norwegian company. For informatimoncerning this acquisition, see Note 15 of
Notes to our Consolidated Financial Statementsapmelater in this Report. For a discussion ofdffect of this acquisition on our operating result
during 2005, see Iltem 7. Management'’s Discussionfaralysis of Financial Condition and Results ofe@tions—Results of Operations—Comparison
of Years Ended December 31, 2006 and 2005 and Gasuopaf Years Ended December 31, 2005 and 2004.
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ITEM7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
Forward-Looking Statements

The following discussion should be read in conjiorctvith the audited consolidated financial stateteend the notes thereto contained
elsewhere in this annual report. The following d&sion and analysis explains trends in our findrciadition and results of operations for
the years ended December 31, 2006, 2005 and 2004.

This Form 10-K contains forward-looking statemeaithin the meaning of the Private Securities Litiga Reform Act of 1995,
including statements with regards to our revenpending, cash flow, products, actions, plans, etiias and objectives. Forward-looking
statements include, without limitation, any stataibat may predict, forecast, indicate or simpétes future results, performance or
achievements, and may contain the words “beli¢tanticipate,” “expect,” “estimate,” “intend,” “plah “project,” “will be,” “will continue,”
“will result,” “could,” “may,” “might,” or any variations of such words with similar measinincluding the negatives of such words. Any ¢
statements are subject to risks and uncertairt@scbuld cause our actual results to differ maligrirom those which are management’s
current expectations or forecasts. Such informat@ubject to the risk that such expectationoordasts, or the assumptions underlying such
expectations or forecasts, become inaccurate.

The risks and uncertainties are detailed from tionéme in our reports filed with the SEC, includiRorms 8-K, 10-Q, and 10-K, and
include, among others, items included under ltemRi&k Factors of this Report. The risks includegré are not exhaustive. Other sectior
this report may include additional factors thatldoadversely impact our business and financialquarince. Moreover, we operate in a very
competitive and rapidly changing environment. N&k factors emerge from time to time and we cammedtlict all such risk factors, nor can
we assess the impact of all such risk factors arbasiness or the extent to which any factor, enlsimation of factors, may cause actual
results to differ materially from those containadhny forward looking statements. Given these r@id uncertainties, investors should not
place undue reliance on forwalabking statements as a prediction of actual restitvestors should also be aware that while wdrdm time
to time, communicate with securities analysts, wadt disclose any material non-public informatarother confidential commercial
information to them. Accordingly, individuals shduiot assume that we agree with any statemenportrissued by any analyst, regardless
of the content of the report. Thus, to the extkat teports issued by securities analysts contajrpeojections, forecasts or opinions, such
reports are not our responsibility.

Overview

We are a biomedical company whose technology platie based on the science of electroporation. Wedeader in developing hun
therapeutic applications of electroporation, whisles brief, controlled electrical pulses to incesaallular uptake of useful
biopharmaceuticals, with what we believe to beitigeistry’s most extensive patent portfolio coveringivo electroporation. We are focused
on commercializing our Selective Electrochemicalibu Ablation (SECTA) therapy and developing mukip)NA vaccines using our
delivery platform for gene-based treatments. SEGJWk,local ablation therapy for solid tumors isigeed to selectively kill cancerous cells
and minimize cosmetic or functional impacts to tigatissue typically treated around the tumor. ddition, we have enhanced our
technologies through various licensing and collabon agreements. With our partners, we are researand developing products using our
patented DNA delivery technologies for the prevamtand treatment of serious and life-threatenisgates.

We are currently building two major franchises lshse our MedPulseét  Electroporation System: Ongpkngd DNA vaccines.
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For oncology, our therapy uses electroporatiomttaace the local uptake of the generic cytotoxigdyleomycin sulfate to achieve
tumor cell death. Our system, which uses a pulsemgtor together with disposable needle applicatavers electrical pulses to tumors
injected with the drug. We believe the distinctieature of the system is the preservation of hgdifisue at the margins of the tumor. We
anticipate the system may therefore afford advastayer surgery in preserving function and imprgutme quality of life for cancer patients
who would otherwise face significant morbidity asated with cancer surgery. Our SECTA therapy iBliase 11l clinical trials in the United
States and Europe for the treatment of recurrenit¢&ncer; and in Phase I/11 for the treatment ofireent breast cancer. In addition, we are
conducting pre-marketing studies to support thernencialization of our SECTA system in Europe. Ptocommercial sales of our SECTA
system in the European Union (EU), we are requibesbtain, and already have obtained a CE Markckvis recognized internationally as a
symbol of quality and compliance. Completion of Ex@opean pre-marketing studies will provide pharoegonomic data to be used to seek
reimbursement, as well as provide additional efficand safety data and local experience with pkesscwho are thought leaders in Europe.
This premarketing data is a vital component of a Europeammercial launch of the SECTA system and will repré an important milesto
for us.

As part of our MedPulsér  product line, our effartsumor ablation are complemented with the dgwelent of other cancer therapies
using electroporation therapy for the intracelldetivery of DNA-based treatments. To our knowledge are the first company to initiate a
clinical study involving the use of electroporati@ehnology to deliver therapeutic genes in humdnjests, which was achieved in
collaboration with investigators at the Moffitt Gaam Center in Tampa, Florida in December 2004. iFhiastigation was approved by the
FDA and involves electroporating melanomas with Délfcoded to express particular cytokines in amrgdteéo stimulate immunity against
the patient’s tumor. In 2004, we extended our lsgewith Vical to include a worldwide license foethse of our electroporation together with
Vical's “naked” DNA technology for their developmiesf an HIV DNA vaccine. In 2004, we executed a andicensing deal with milestone
and royalty payments with Merck for the developmaproprietary DNA vaccines for cancer and infea diseases using electroporation.

In January 2005, we acquired Inovio AS, a Norwegiampany, to expand our patent portfolio in theaakintramuscular
electroporation. The Inovio AS acquisition includedollaboration with the University of Southamptama Phase | clinical study for the
electroporation of a DNA vaccine for prostate aaosana. Our DNA electroporation delivery technologyow being evaluated in four
independent Phase I/ll clinical trials togethermwioffitt, Vical, Merck and Southampton, respechivdn January 2006, we executed a
collaborative commercialization agreement with €gpAB (Tripep) (Stockholm: TPEP.ST) to co-develdpepatitis C therapeutic vaccine,
which is likely to result in another Phase | clalitrial this year. In November 2006, we executedtber major non-exclusive license to our
DNA delivery technology for intramuscular applicats regarding certain therapeutic DNA vaccines i@tV Pharmaceuticals, a division of
Wyeth. We have been enrolling patients in a Phasedy to treat locally recurrent breast cancesraftmastectomy or partial mastectomy
using our SECTA therapy. In addition, in 2005, wigiated a Phase | pancreatic cancer study. Althaug still believe that a potential
pancreatic disease indication for SECTA would beetive commercially due to the unmet clinical diéar improved local control, the
pancreatic trial was terminated to maintain a fecdusnd more manageable clinical program. As atrasuterminated the pancreatic study
during the second quarter of 2006.

In October 2006, we acquired various licenses,npsiend the rights to existing customer agreenfemts Valentis in exchange for
future cash payments of $540,000 and the settleofentoyalty obligation of $320,000. As part ofstarrangement, Valentis discharged u
all other outstanding obligations in connectionhvatprevious licensing arrangement, and we recappdoximately $159,000 of funds
previously held in escrow.
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In October 2006, we also announced an appropriafi@pproximately $1,100,000 by the United Statepd&tment of Defense for the
development of our gene delivery electroporatiamt®logy for application to vaccinations agains¢atious diseases, including potential
bioterrorism agents.

In November 2006, we granted VGX a world-wide nawhasive license to our DNA delivery technology fotratumoral delivery of a
proprietary gene to control the growth of melan@md other cancers. Under the terms of the agreementeceived an upfront license fee
and may receive payments based on successful cthompdé clinical and regulatory milestones. We veillclusively supply VGX with
electroporation devices for the therapy includethalicense agreement and we will receive roysiie the sale of products covered by the
license.

In November 2006, we also entered into a collalmmand license agreement with Wyeth Pharmacestighkbreby we received an
upfront fee of $4,500,000, as well as research@tipgnnual maintenance fees and royalties onneelugt sales, in exchange for a worldwide
non-exclusive license to our technology for certafactious disease targets. In addition, continggon the achievement of clinical and
regulatory milestones, we will receive developmaegments of up to $60,000,000 over the term ottikmboration and license agreement.

We will continue to seek new strategic licensingmers for the use of electroporation for the datwof drugs in the treatment of cancer
and delivery of genes into cells. We will not reeeany additional milestone or licensing paymeatsievelopment or sale of our products
until a new strategic alliance is in place or whiage the milestones specified in our existing agrents, or product sales commence under
our existing agreements. There can be no assuthatee will be able to contract with such a parimethat we can achieve the milestones
set out in our agreements.

Until the commercialization of human-use clinicabgucts currently in the clinic, we expect revenaed other income to continue to be
attributable to collaborative research arrangemdintnsing fees, grants and interest income. pstiour working capital needs, in
October 2006 we completed a registered offerinfigteign investors, whereby we sold 4,074,067 shafesir common stock and issued
warrants to purchase 1,425,919 shares of our constock, which resulted in gross aggregate cashepdsof $9,900,003. All warrants
included in the registered offering have a terrfivaf years and are exercisable at $2.87 per share.

In September 2006, we also incorporated Inovio &sé Ltd. (IAPL), a new wholly-owned subsidiarylobvio, in the Republic of
Singapore and thereafter granted IAPL an exclusiyalty-free license to use certain of our intellet property in exchange for 6,584,365
ordinary shares of IAPL. In March 2007, we term@thbur license agreement while retaining our orgishares.

In October 2006, IAPL completed a private placenienthich it issued and sold 2,201,644 of its oadiinshares for cash in the amount
$5,349,995. On January 14, 2007, these ordinamesheere exchanged for 2,201,644 shares of our aonstock and five-year warrants to
purchase up to 770,573 shares of our common stamk exercise price of $2.87 per share. Concumwéhtthe October 2006 financings,
certain holders of our Series C Preferred Stockedad 115.12 preferred shares and $14,571 of eddividends into 479,722 shares of our
common stock together with warrants to purchasedD@7shares of our common stock, pursuant to tinestand conditions of their Preferred
Stock.

Due to the amount of expenses incurred in the dpweént of the oncology and gene delivery systerashawe been unprofitable since
1994. As of December 31, 2006, we had an accuntutiécit of $128,754,730. We expect to continuétaur substantial operating losses in
the future due to our commitment to our researchdavelopment programs, the funding of preclingtatlies, clinical trials and regulatory
activities and the costs of general and adminiggaictivities.
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Critical Accounting Policies

The SEC defines critical accounting policies as¢hthat are, in management’s view, important tgotrérayal of our financial condition
and results of operations and demanding of managgsyjedgment. Our discussion and analysis of marfcial condition and results of
operations is based on our audited consolidateshiial statements, which have been prepared indagoe with U.S. generally accepted
accounting principles (GAAP). The preparation af¢b financial statements requires us to make dstnaad judgments that affect the
reported amounts of assets, liabilities, revenuesexpenses. We base our estimates on experiedanararious assumptions that we beli
are reasonable under the circumstances, the redwitsich form the basis for making judgments abtbetcarrying values of assets and
liabilities that are not readily apparent from otheurces. Actual results may differ from thosénestes and assumptions.

Our critical accounting policies include:

Revenue RecognitionWe have adopted a strategy of co-developing onsitey our gene delivery technology for specificegor
specific medical indications. Accordingly, we hargered into collaborative research and developagrements and have received funding
for pre-clinical research and clinical trials. Pants under these agreements, which are non-refleydab recorded as revenue as the related
research expenditures are incurred pursuant ttethes of the agreements and provided collectibigitieasonably assured.

License fees comprise initial fees and milestongrets derived from collaborative licensing arrangats. Non-refundable milestone
payments continue to be recognized upon the admientof specified milestones when we have earnednitestone payment, provided the
milestone payment is substantive in nature anédhévement of the milestone was not reasonably@dst the inception of the agreement.
We defer payments for milestone events which aaemeably assured and recognize them ratably ogenthimum remaining period of our
performance obligations. Payments for milestoneighvlre not reasonably assured are treated asiimnation of a separate earnings
process and are recognized as revenue when thetoniéss are achieved.

We receive nomefundable grants under available government progré&overnment grants towards current expendianesecorded ¢
revenue when there is reasonable assurance thHaaweecomplied with all conditions necessary to irecthe grants, collectibility is
reasonably assured, and as the expenditures ameddc

Patent and License CostsPatents are recorded at cost and amortized usingtihight-line method over the expected usefekliof the
patents or 17 years, whichever is less. Cost ipcieed of the consideration paid for patents ateted legal costs. If management determ
that development of products to which patent costgte is not reasonably certain or that costsexkcecoverable value, such costs are
charged to operations.

License costs are recorded based on the fair wdloensideration paid and amortized using the gittaline method over the shorter of
the expected useful life of the underlying patemtthe term of the related license agreement.

Long-lived Assets. We assess the recoverability of long-lived assgiddbermining whether the carrying value of suctetsscan be
recovered through undiscounted future operating @awss. If impairment is indicated, we reduce taerying value of the asset to fair value.
While our current and historical operating and désh losses are potential indicators of impairmevi believe the future cash flows to be
received from the long-lived assets will exceedabksets’ carrying value, and accordingly, we hate@cognized any impairment losses
through December 31, 2006.
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Research and Development Expense&ince our inception, virtually all of our activiidnave consisted of research and development
efforts related to developing our electroporatiechinologies. We expense all such expendituresipehiod incurred. Our expenses related to
clinical trials are based on services receivededfaits expended pursuant to contracts with mudtiglsearch institutions and clinical research
organizations that conduct and manage clinicabtoa our behalf. The financial terms of these agrents are subject to negotiation and vary
from contract to contract and may result in unepayment flows. Generally, these agreements sét foet scope of work to be performed
fixed fee or unit price. Payments under the comdrdepend on factors such as the successful emmilof patients or the completion of
clinical trial milestones. Expenses related toichntrials generally are accrued based on corgtaaimounts applied to the level of patient
enrollment and activity according to the protod¢btimelines or contracts are modified based upeanges in the clinical trial protocol or
scope of work to be performed, we modify our estesaccordingly on a prospective basis.

Valuation of Goodwill and Intangible AssetsOur business acquisitions typically result in goddand other intangible assets, and the
recorded values of those assets may become impaitkd future. As of December 31, 2006, our godicavid intangible assets, net of
accumulated amortization, totaled $7,909,344. Téterdhination of the value of such intangible asssggsiires management to make estim
and assumptions that affect our consolidated filmhstatements. We assess potential impairmeritddngible assets when there is evidence
that events or changes in circumstances indicatetie carrying amount of an asset may not be sxeov Our judgments regarding the
existence of impairment indicators and future déshs related to intangible assets are based oratipaal performance of our acquired
businesses, market conditions and other factothoAgh there are inherent uncertainties in thissssent process, the estimates and
assumptions we use are consistent with our intgalaahing. If these estimates or their related mggions change in the future, we may be
required to record an impairment charge on all poion of our goodwill and intangible assets.tRarmore, we cannot predict the
occurrence of future impairment-triggering everts the impact such events might have on our repasset values. Future events could
cause us to conclude that impairment indicatorstexid that goodwill or other intangible asset®@ssed with our acquired businesses are
impaired. Any resulting impairment loss could haveadverse impact on our results of operations.

Share-Based CompensatiorEffective January 1, 2006, the Company adopted SHASL23(R) using the modified prospective
application method and began accounting for itsksttased compensation using a fair-value basednéoon method. Under the provisions
of SFAS No. 123(R), stock-based compensation sasstimated at the grant date based on the faievafithe award and is recognized as
expense ratably over the requisite service periddeoaward. Determining the appropriate fair-vatuedel and calculating the fair value of
stock-based awards at the grant date requiresdemabile judgment, including estimating stock priokatility, expected option life and
forfeiture rates. We develop our estimates baseuigiorical data. If factors change and we empliffigiint assumptions in future periods,
compensation expense that we record under SFAS28§R) may differ significantly from what we hawcorded in the current period. A
small change in the estimates used may have &edalarge change in the estimated valuation.

We use the Black-Scholes option valuation modekiae employee stock awards. We recognize compensatpense using the
straight-line amortization method.
Recent Accounting Pronouncements

In July 2006, the FASB issued FASB Interpretatian K8, “Accounting for Uncertainty in Income Taxean-Interpretation of FASB
Statement No. 109,” (FIN 48). FIN 48 prescribe®omprehensive model for how a company should reeegmieasure, present, and disclose
in its financial statements uncertain tax posititivet it has taken or expects to take on a taxmefiN 48 became effective for us
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on January 1, 2007. Management is currently evialgiéihe impact of this interpretation and doesenqgtect the adoption of FIN 48 to have a
material impact on our consolidated financial steats.

In September 2006, the FASB issued SFAS No. 1530y Value Measurements,SFAS 157). SFAS 157 defines fair value, establist
framework for measuring fair value in generallygued accounting principles, and expands disclssateut fair value measurements. The
provisions of this standard apply to other accawgnpronouncements that require or permit fair vahgasurements. SFAS 157 becomes
effective for us on January 1, 2008. Upon adoptilba provisions of SFAS 157 are to be applied pospely with limited exceptions. The
adoption of SFAS 157 is not expected to have amahimpact on our consolidated financial statersent

Results of Operations
Comparison of Years Ended December 31, 2006 anfl 200

The audited consolidated financial data for theyeaded December 31, 2006 and December 31, 2@B&ssnted in the following tak
and the results of these two periods are useckidigtussion thereafter.

Year Ended Year Ended

December 31, 200! December 31, 200!
Revenue:
License fee and milestone payme $ 1,337,10! $ 2,563,28:
Revenue under collaborative research and develapanemgement 962,207 1,492,14!
Grants and miscellaneous revenue 1,168,86t 1,411,82!
Total revenue 3,468,17¢ 5,467,25:
Operating expenses:
Research and developm 8,509,78! 11,454,77.
General and administratiy 8,079,58 5,981,20(
Amortization of intangible asse 225,00( 206,25(
Charge for acquired in-process research and dewvelop — 3,332,00(
Total operating expense:! 16,814,37. 20,974,22:
Loss from operations (13,346,19) (15,506,971
Interest and other incon 867,07( 210,11¢
Net Loss (12,479,12) (15,296,85)
Imputed and declared dividends on preferred s (2,005,66¢) (11,065,771
Net loss attributable to common stockholder: $(14,484,78) $(26,362,62))
Amount per common share—basic and diluted
Net loss $ (0.40) (0.81)
Imputed and declared dividends on preferred stock (0.06) (0.58)
Net loss per share attributable to common stockholket's $ (0.46) (1.39

Revenu

During the year ended December 31, 2006, we reddatal revenue of $3,468,178, as compared to $5253 for the year ended
December 31, 2005. Revenue consists of license f@esstone payments and amounts received fronaloothtive research and development

arrangements and grants.
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During the years ended December 31, 2006 and 20®%cognized revenue of $1,135,455 and $1,323&8€86utable to the operations
of Inovio AS, a Norwegian company that we acquiredanuary 2005, which amounted to approximatei 28d 24% of our total revenue.
Inovio AS’ revenue primarily consists of amountsai@ed from grants and licensing revenue, whictreceived primarily in foreign
currencies, including the Euro, Norwegian Kroned &wedish Krona.

During the years ended December 31, 2006 and 2@®5ecorded revenue under license fees and milegayments of $1,337,105 and
$2,563,283, respectively. The decrease in licepse for the year ended December 31, 2006, as cethprathe 2005 fiscal year, was mainly
due to the recognition of a $2,000,000 milestonemEnt during the three months ended June 30, 2666lting from the achievement of a
clinical milestone by Merck for a plasmid-basedaiae using our MedPulsé& DNA Delivery System. Unithe Merck agreement, we may
receive additional future milestone payments linteethe successful development of a product ifeddd. This decrease was offset by lici
fee payments of $1,000,000 and $500,000 received Merck in May 2004 and June 2005, respectivelgen which the parties seek to
develop and commercialize our MedPul8er  DNA Deliv@ystem for use with certain of Merck’s DNA vareiprograms, combined with
revenue recognized from new licensing and milesemreements entered into during 2006. The liceagempnts we have received from
Merck in prior years are being amortized over #maaining minimum term of the agreement. Royaltresraceivable on sales of a product
utilizing our device. As of December 31, 2006, agalties have been received.

During the year ended December 31, 2006, we redasdeenue under collaborative research and developarrangements of $962,2
as compared to $1,492,145 for the year ended DesmeBih 2005. The decrease in revenue during theeyeted December 31, 2006, as
compared to the 2005 fiscal year, was primarily thukess collaborative research and developmemig recognized from the Merck
agreement. Billings from research and developmemk\werformed pursuant to the Merck agreementererded as revenue as the related
research expenditures are incurred.

Grant and miscellaneous revenue was $1,168,8a6doyear ended December 31, 2006, compared to Hh82H for the year ended
December 31, 2005. The decrease in grant and aiseelus revenue was mainly due to less revenugmem by Inovio AS from our
European Union and U.S. Army grants due to thentinaf work performed.

Research and Development Exper

Research and development expenses, which inclirdeatltrial costs, for the year ended December2BD6, were $8,509,785, as
compared to $11,454,773 for the year ended Dece8Ihe2005. The decrease in research and develomrpetses for the year ended
December 31, 2006, as compared to fiscal 2005 pasrily due to a decrease in clinical trial expes Historically, clinical expenses have
included costs related to the use of an outsideicali Research Organization (CRO). Throughout ter ynded December 31, 2006, we
increased the use of internal resources and oth&lies outside CROs to more cost effectively futfilose activities formerly undertaken by
this CRO. The remainder of the decrease was mdindyto lower cost of manufacturing products to supghese clinical trials and research
collaborations, decreased external research expdrgal fees and other expenses associated wittlinical trials and lower outside
regulatory consulting costs associated with ounicdil trials. These were offset by an increasénares-based compensation expense of
$279,067 for the year ended December 31, 2006eckta options issued to employees. During thesyeaded December 31, 2006 and 2!
research and development expenses also includ86%162 and $1,110,292, in research and developrostg attributable to Inovio AS.

Our research and development activities reflectefiiarts to advance our products through the varstages of product development.
The expenditures that will be necessary to exezute@levelopment plans are subject to numerous taiages, which may affect our research
and development
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expenditures and capital resources. For instahea]uration and the cost of clinical trials mayysignificantly depending on a variety of
factors including the number of patients in thalfrihe number of clinical sites in the trial, &hé length of time required enrolling suitable
patient subjects. Even if earlier results are pasitve may obtain different results in later seagédevelopment, which could impact our
development expenditures for a particular prodéithough we spend a considerable amount of timerptay our development activities, we
may be required to alter our plan based on newgistances or events. Any deviation from our plag reguire us to incur additional
expenditures or accelerate or delay the timingunfdevelopment spending.

Depending upon the progress of our clinical andgtirecal programs and our availability of capitale expect our research and
development expenses to increase during the yelfmgDecember 31, 2007 compared to the year enéedrbber 31, 2006.

General and Administrative Expenses

General and administrative expenses, which inchugness development expenses, for the year eneleehitber 31, 2006, were
$8,079,587, as compared to $5,981,200 for thegreded December 31, 2005. The increase in genatadministrative expenses for the y
ended December 31, 2006, as compared to fiscal, 25mainly due to share-based compensation expd$920,874, related to options
issued to employees. The remainder of the increasedue to legal fees associated with intellegiugperty and business development, an
increase in accounting and audit fees, an incrieagruiting and relocation expenses associatéld expanding our in-house expertise, an
increase in royalty obligations related to licegsagreements entered into during 2006 and an iser@aour consultant share-based
compensation expense. General and administratsts attributable to Inovio AS were insignificant fbe year ended December 31, 2006,
and $88,187 for the year ended December 31, 2005.

Share-Based CompensationPrior to January 1, 2006, we accounted for tasksplans using the intrinsic value method undeBA
No. 25. Effective January 1, 2006, we adopted SNAS123(R), and elected to adopt the modified peotpe application method. SF/
No. 123(R) requires us to use a-value based method to account for stock-based ensgpion. Accordingly, stock-based compensatioh cos
is measured at the grant date, based on the faie @ the award reduced by estimated forfeituaes, is recognized as expense over the
employee’s requisite service period. Total compensaost for our stock plans for the year endededeber 31, 2006 was $1,199,941. At
December 31, 2006, there was $946,844 of totaloagrazed compensation cost, related to unvested sfations, which we expect to
recognize over a weighted-average period of one yea

Amortization of Intangible Assets Amortization of intangible assets was $225,000 $206,250 for the years ended December 31,
and 2005, respectively, related to an intangibéegassociated with contracts and intellectual gntypacquired as part of our purchase of
Inovio AS in January 2005.

Charge for Acquired In-Process Research and Devety. Operating results for the year ended Decembg2@15 included a
$3,332,000 non-cash charge related to the writefadicquired in-process research and developmBR&D) resulting from the Inovio AS
acquisition in January. The amount expended fo&lPRepresents the estimated fair value of purchasemtocess technology for projects
that, as of the acquisition date, had not reacbelhiblogical feasibility and had no alternativaufetuse. There were no charges resulting
any acquisitions during the same period in 2006.

Interest and Other Incorr

Interest and other income for the year ended Deee®ib, 2006, was $867,070, as compared to $21@0t1Be year ended
December 31, 2005. The increase in interest aret atbome for the year ended December 31, 200&mapared to the 2005 fiscal year, was
primarily due to a larger cash and short-term ithmesits balance and higher average interest rate.

57




Imputed and Declared Dividends on Preferred S

The holders of our Series A and B Preferred Stoeteventitled to receive an annual dividend at #te of 6%, payable quarterly,
through September 30, 2006. These dividends werabpain cash unless the closing price of our comstwares for the 20 trading days
immediately preceding the dividend payment date @eagl to or greater than the conversion pricaichshares, in which event we may
elected to pay the dividends to the holders in comstock. As part of this dividend to holders ofi€e A and B Preferred Stock, we issued a
total of 2,871 common shares valued at $7,693 paidi$15,140 in cash during 2006. We issued a 66t85,518 common shares valued at
$179,956 and paid $60,235 in cash during 2005.€eMtvere no shares of Series A or B Preferred Statitanding on December 31, 2006. As
of December 31, 2005, 52 shares of Series A Peefé3tock and 100 shares of Series B Preferred $océined outstanding.

The holders of our Series C Preferred Stock aideshto receive an annual dividend at the rat6%f payable quarterly, through
June 30, 2007. These dividends are payable inwasks the closing price of our common shareshi®20 trading days immediately
preceding the dividend payment date is equal greater than the conversion price of such shameshich event we may elect to pay the
dividends to the holders in common stock. In 20@gpaid dividends to the holders of our Series GdPred Stock in cash of $117,204 and
accrued dividends of $14,571 which were conveménl common shares and warrants as part of our @c106 private placement. We paid
dividends in cash of $553,694 during 2005.

During 2006, we recorded an imputed dividend chafdil,851,056 during the three months ended Deeeib, 2006, related to the
investors who converted $1,151,200 of their SeCié¢xeferred Stock investment into 473,744 shareamiptommon stock as part of our
October 2006 private placement. This imputed divédeharge was calculated using guidance contamé&tierging Issues Task Force (EI
Issue No. 00-27Application of Issue No. 98-5 to Certain Convesdibistruments As part of this private placement, these investeceived
304,450 additional shares of our common stockpaspared to the number of shares of our common siwekvhich their existing Series C
Preferred Stock could have been converted undesrthmal terms of the Series C Preferred Stockd&rEITF Issue No. 00-27, this
incremental number of shares of our common stockmaltiplied by the price of our common stock oa dtommitment date of the original
Series C Preferred Stock issuance, or $6.08 pee stwecalculate the $1,851,056 imputed dividerarge associated with this beneficial
conversion.

During 2005, we recorded an imputed dividend chafdkl,942,773 related to the investors who comek$3,200,000 of their previous
Series C Preferred Stock investment into 790,12Beshof our common stock as part of our Januarp poi®ate placement. As part of this
private placement, these investors received 31%88%ional shares of our common stock by partidiga as compared to the number of
shares of our common stock into which their exgs@8eries C Preferred Stock could have been comartder the original terms of the
Series C Preferred Stock. This incremental numbshares of our common stock was multiplied byghee of our common stock on the
commitment date of the original Series C PrefeBastk issuance, or $6.08 per share, to calculat$1k942,773 imputed dividend charge
associated with this beneficial conversion.

During 2005, we also recorded an imputed dividdmatge of $8,329,112 related to the investors whnveded their Series B and C
Preferred Stock and common stock investments imoes of common stock as part of our December p@i9@&te placement. As part of this
private placement, these investors received 1,0B0diditional shares of our common stock by pauditting, as compared to the number of
shares of our common stock into which their exgstommon or preferred stock could have been coedemder the original terms of their
agreements. This incremental number of sharesraf@amon stock was multiplied by the price of oamenon stock on the commitment ¢
of the original issuance, to calculate the $8,328 iinputed dividend charge associated with thisbeial conversion.
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Income Taxe

Since inception, we have incurred operating loasesaccordingly have not recorded a provisionrfoome taxes for any of the periods
presented. As of December 31, 2006, we had nettipgross carry forwards for federal and stat®ine tax purposes of approximately
$77.0 million and $46.9 million, respectively. Ws@had federal and state research and developgmentedits of approximately
$1.3 million and $0.7 million, respectively. If notilized, the net operating losses and creditbagihtinue to expire in 2007 through 2025.
Utilization of net operating losses and creditssargject to a substantial annual limitation duewmership change limitations provided by the
Internal Revenue Code of 1986, as amended. Theabhmitation could result in the expiration of onet operating losses and credit
carryforwards before they otherwise could be used.

Comparison of Years Ended December 31, 2005 andl 200

The audited consolidated financial data for theyeaded December 31, 2005 and December 31, 2@@dssnted in the following tak
and the results of these two periods are useckidigtussion thereafter.

Year Ended Year Ended
December 31, 200! December 31, 200-

Revenue:
License fee and milestone payme $ 2,563,28: $ 214,35!
Revenue under collaborative research and develapanemgement 1,492,14! 945,591
Grants and miscellaneous revenue 1,411,82! 7,157
Total revenue 5,467,25: 1,167,09¢
Operating expenses:
Research and developm 11,454,77. 6,548,59¢
General and administratiy 5,981,20( 6,129,19!
Amortization of intangible asse 206,25( —
Charge for acquired in-process research and dewvelop 3,332,00( —
Total operating expense:! 20,974,22: 12,677,79:
Loss from operations (15,506,971 (11,510,69)
Interest and other incon 210,11¢ 247 ,55¢
Loss from continuing operations (15,296,85)) (11,263,141
Discontinued operation

Gain on disposal and other, 1 — 290,20¢

Loss from discontinued operations — —
Net loss (15,296,85) (10,972,93)
Imputed and declared dividends on preferred stock (11,065,771 (732,408

Net loss attributable to common stockholder:

Amount per common share—basic and diluted

$(26,362,62)

$(11,705,33)

Loss from continuing operatiol $ (0.81) $ (0.64)
Gain from discontinued operations, net — 0.02
Net loss (0.82) (0.62)
Imputed and declared dividends on preferred stock (0.58) (0.09)
Net loss attributable to common stockholders $ (1.39) $ (0.66)
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Revenus

During the year ended December 31, 2005, we reddatal revenue of $5,467,253, as compared to $1098 for the year ended
December 31, 2004. Revenue consists of license f@Estone payments and amounts received fronaloothtive research and development
arrangements and grants. During the year endednilmre31, 2005, we recognized revenue of $1,32%8%butable to the operations of
Inovio AS, a Norwegian company that we acquiredanuary 2005, which amounted to approximately 2f&uprevenue. Inovio AS’
revenue primarily consists of amounts received fggants, which are received primarily in foreignremcies, including the Euro, Norwegian
Kroner and Swedish Krona.

During the year ended December 31, 2005 and 2084eworded revenue under license fees and milepymaents of $2,563,283 and
$214,351, respectively. The increase in licenss feethe year ended December 31, 2005, as compafesttal 2004, was mainly due to the
recognition of a $2,000,000 milestone payment dutire three months ended June 30, 2005, resutng the achievement of a clinical
milestone by Merck & Co., Inc. (Merck) for a plasifbhased vaccine using our MedPul8er DNA Delivergt&m. This $2,000,000
milestone payment was received in July 2005. UndeiMay 2004 license and collaboration agreemetit Mierck, we may receive
additional future milestone payments linked toghecessful development of a product if achieved.

An additional $500,000 license fee payment wasivedefrom Merck in June 2005 related to the Mergkeement, under which we and
Merck seek to develop and commercialize our MedR?@IONA Delivery System for use with certain of Miere DNA vaccine programs. T
license payments received from Merck in 2004 ar@b20ill be amortized over the remaining minimunntesf the agreement. Royalties are
payable on sales of a product utilizing the dedieeeloped under the Merck Agreement.

Revenue from license fees during the years endedrbier 31, 2005 and 2004 included the amortizatidicense fees we received
from a non-exclusive license and supply agreemenémtered into with Valentis, Inc in November 2001.

During the year ended December 31, 2005, we redaeesnue under collaborative research and deveoparrangements of
$1,492,145, as compared to $945,591 for the yededBecember 31, 2004. The increase in revenuedallaborative research and
development arrangements during the year endednilere31, 2005, as compared to fiscal 2004, wasapiiyndue to revenue recognized
from the Merck agreement. Billings from researct davelopment work performed pursuant to the Magieement are recorded as revenue
as the related research expenditures are incummesgiant to the terms of the agreement.

Grant and miscellaneous revenue was $1,411,828doyear ended December 31, 2005, compared to BTt 5he year ended
December 31, 2004. The increase in grant and nasealus revenue was mainly due to revenue recagjfii@s our European Union and
U.S. Army grants received from the acquisitionrudvio AS.

Research and Development Exper

Research and development expenses, which inclirdeatltrial costs, for the year ended December2BD5, were $11,454,773, as
compared to $6,548,599 for the year ended DeceB1he2004. The increase in research and developexpenses for the year ended
December 31, 2005, as compared to fiscal 2004 pwagrily due to an increase in clinical trial exges. These clinical trial expenses
included the use of Clinical Research Organizathiresd in association with our clinical trials. Themainder of the increase was mainly due
to personnel expenses to support internal effeftged to product development and clinical triadsyeased external research expenses and
other consulting expenses associated with ourcdiniials, and the cost of manufacturing prodtctsupport these clinical
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trials. During the year ended December 31, 20G&aeh and development expenses also included®292], in research and development
costs attributable to Inovio AS.

Our research and development activities reflectefiarts to advance our products through the vargtages of product development.
The expenditures that will be necessary to exezute@levelopment plans are subject to numerous taiages, which may affect our research
and development expenditures and capital resourcesnstance, the duration and the cost of clirtigals may vary significantly depending
on a variety of factors including the number ofi@ats in the trial, the number of clinical sitedlie trial, and the length of time required
enrolling suitable patient subjects. Even if eanlesults are positive, we may obtain differentttssin later stages of development, which
could impact our development expenditures for &iq@dar product. Although we spend a considerabteant of time planning our
development activities, we may be required to aterplan based on new circumstances or eventsdamiation from our plan may require
us to incur additional expenditures or acceleratdetay the timing of our development spending.

General and Administrative Expenses

General and administrative expenses, which inchugness development expenses, for the year eneleehitber 31, 2005, were
$5,981,200, as compared to $6,129,195 for thegmded December 31, 2004. The decrease in generaldamnistrative expenses for the
year ended December 31, 2005, as compared to #664l, was mainly due to account-related expenses incurred during the year ended
December 31, 2004, primarily related to the initlaplementation of internal controls over finanai@porting requirements under Section 404
of the Sarbanes-Oxley Act of 2002. During the yeradted December 31, 2005, general and administratipenses also included $88,187, in
general and administrative costs attributable twimAS.

Amortization of Intangible Assets Amortization of intangible assets was $206,25Qlie year ended December 31, 2005, related to an
intangible asset associated with contracts andléntaal property acquired as part of our purchafs@ovio AS in January 2005.

Charge for Acquired In-Process Research and Devety. Operating results for the year ended Decembg2@15 included a
$3,332,000 non-cash charge related to the writefadicquired in-process research and developmBR&D) resulting from the Inovio AS
acquisition in January 2005. The amount expendetPiR&D represents the estimated fair value of pased in-process technology for
projects that, as of the acquisition date, had@athed technological feasibility and had no altéwe future use. There were no charges
resulting from any acquisitions during the sameéqukin 2004.

Interest and Other Incormr

Interest and other income for the year ended Deee®ib, 2005, was $210,118, as compared to intanesbther income of $247,555 for
the year ended December 31, 2004. The decreastemest and other income for the year ended Dece®ih@005, as compared to fiscal
2004, was primarily due to lower average cash amdstments balance during the year.

Discontinued Operation

In April 2004, we received the final payment of $2862 in connection with the sale of the BTX Diwvisiand recorded expenses related
to this transaction of $5,000. In addition, we reed a one-time settlement payment of $61,000 assmtwith the termination of a purchase
agreement to acquire the BTX Division by a potértigyer. Our 2004 results reflect a gain of $33,84&7realized from the write-off in the
third quarter of 2004 of an accrued warranty ligpilelated to the sale of the BTX division.
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Imputed and Declared Dividends on Preferred S

The holders of our Series A and B Preferred Stoeteventitled to receive an annual dividend at #te of 6%, payable quarterly,
through September 30, 2006. These dividends werabpain cash unless the closing price of our comstwares for the 20 trading days
immediately preceding the dividend payment datgjisal to or greater than the conversion price ofishares, in which event we may have
elected to pay the dividends to the holders in comstock. We paid dividends to the holders of cenies A and B Preferred Stock through
the issuance of a total of 55,518 of our shareoofmon stock valued at $179,956 and in cash o2860during 2005 and through the
issuance of 73,072 shares of our common stock dati§322,397 in 2004.

The holders of our Series C Preferred Stock arilemhto receive an annual dividend at the raté%f payable quarterly, through
June 30, 2007. These dividends are payable inwasks the closing price of our common shareshi®20 trading days immediately
preceding the dividend payment date is equal greater than the conversion price of such shameshich event we may elect to pay the
dividends to the holders in common stock. We paidldnds to the holders of our Series C PreferediSin cash of $553,694 during 2005
and through the issuance of a total of 30,124 shaireur common stock valued at $133,693, and $ih ¢ $276,315 during 2004.

During 2005, we recorded an imputed dividend chafdil,942,773 during the three months ended Maict2005, related to the
investors who converted $3,200,000 of their presiSeries C Preferred Stock investment into 790sh28es of our common stock as part of
our January 2005 private placement. This imputeatidhd charge was calculated using guidance caeddmEmerging Issues Task Force
(EITF) Issue No. 00-27Application of Issue No. 98-5 to Certain Convesibistruments As part of this private placement, these investor
received 319,535 additional shares of our commackdby participating in this private placementcampared to the number of shares of our
common stock into which their existing Series Cfémed Stock could have been converted under tiginat terms of the Series C Preferred
Stock. Under EITF Issue No. 00-27, this incrementathber of shares of our common stock was multighg the price of our common stock
on the commitment date of the original Series GdPred Stock issuance, or $6.08 per share, to leditcthe $1,942,773 imputed dividend
charge associated with this beneficial conversion.

During 2005, we also recorded an imputed dividdmatge of $8,329,112 during the three months endaxtibber 31, 2005, related to
the investors who converted their Series B ande@eified Stock and common stock investments intoeshaf common stock as part of our
December 2005 private placement. This imputed divilcharge was calculated using guidance containgcherging Issues Task Force
(EITF) Issue No. 00-27Application of Issue No. 98-5 to Certain Convesibistruments As part of this private placement, these investor
received 1,670,406 additional shares of our comstock by participating in this private placemestcampared to the number of shares of
our common stock into which their existing commomreferred stock could have been converted urideotiginal terms of their
agreements. Under EITF Issue No. 00-27, this inergai number of shares of our common stock wasiptigll by the price of our common
stock on the commitment date of the original isseaio calculate the $8,329,112 imputed divideratgh associated with this beneficial
conversion.

Income Taxe

Since inception, we have incurred operating loasesaccordingly have not recorded a provisionrfoome taxes for any of the periods
presented. As of December 31, 2005, we had nettipgross carry forwards for federal and stat®ine tax purposes of approximately
$71.0 million and $46.6 million, respectively. Wls@had federal and state research and develogeeantedits each of approximately
$1.79 million. If not utilized, the net operatingskes and credits will continue to expire in 2006ugh 2024. Utilization of net operating
losses and credits are subject to a substantialahtimitation due to
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ownership change limitations provided by the In&iRevenue Code of 1986, as amended. The annutdtlion could result in the expiration
of our net operating losses and credit carryforwdmefore they otherwise could be used.

Liquidity and Capital Resources

During the last seven years, our primary uses st teve been to finance research and developmigvitias including clinical trial
activities in the Oncology, DNA vaccines and Immthevapy areas of our business. Since inceptiorhave satisfied our cash requirements
principally from proceeds from the sale of equiggurities.

Recent Sales of Equity Securities

In October 2006, we completed a registered eqirignting with foreign investors, wherein we issaad sold 4,074,067 shares of our
common stock for $2.43 per share and warrants ichpse 1,425,919 shares of our common stock, megult aggregate cash proceeds of
$9,900,003 prior to offering expenses of $1,161,0@@onnection with this offering, certain holdefsour outstanding Series C Preferred
Stock exchanged 115.12 shares of our outstandirigsSe Preferred Stock and accrued dividends timeaemounting to $14,571 for 479,722
shares of our common stock and warrants to purch@s®02 shares of our common stock. All warrasgseéd in this transaction have a term
of 5 years and are exercisable at $2.87 per share.

In October 2006, Inovio Asia Pte. Ltd. (IAPL), omholly-owned subsidiary organized in Singapore, plated a private placement
issuing and selling 2,201,644 of its ordinary shae$2.43 per share for cash in the amount o#4859®5. These ordinary shares were
exchanged in January 2007 for 2,201,644 sharesraf@mmmon stock and five-year warrants to purchgst 770,573 shares of common
stock at an exercise price of $2.87 per share.

On December 30, 2005, we completed a private planeof an aggregate of $15,795,080 in gross castepds through the sale of our
common stock to institutional and accredited ineesthat included Merck & Co. Inc. and Vical Inwo of our strategic partners. At the
closing, we issued to the investors an aggrega®882,735 shares of common stock and warrantartthpse an aggregate of 3,462,451
shares of common stock, and received in exchanggd$s cash proceeds of $15,795,080; (2) an agtged 734 shares of outstanding
Series A, B and C Cumulative Convertible Prefe®atk; and (3) 1,142,593 shares of our outstanciimgmon stock. In addition, we issued
to the investors five-year warrants to purchase 86#%e number of shares of common stock they aedun the offering at an exercise price
of approximately $2.93 per share.

In January 2005, we completed a private placenteat¢redited investors whereby we sold 1,540,128eshof our common stock at a
purchase price of $4.05 per share and issued wan@purchase 508,240 shares of our common staok @xercise price of $5.50 per share,
which resulted in aggregate cash proceeds of $H5087A portion of this private placement involvieglestors who converted $3,200,000 of
their previous investment in our Series C Prefe8tatk into 790,123 shares of the common stocletsis part of this private placement v
no associated cash proceeds to us.

On January 25, 2005, we consummated the acquigifibtovio AS. We acquired the entire share cagifdhovio AS for an aggregate
purchase price of $10,904,494, which consisted3gd®,000 in cash and $7,904,494 in the issuansbarks of our Series D Convertible
Preferred Stock.

On May 20, 2004, we closed a private preferredeshplacement and raised an aggregate of $10,901h833gh the sale of our Series C
Preferred Stock to institutional and accreditedestors.
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Working Capital and Liquidity

As of December 31, 2006, we had working capité$2#,203,490, as compared to $14,604,502 as of Deed1, 2005. The increase in
working capital during 2006 was primarily a resaflthe equity financing with foreign investors irctOber 2006, as well as the receipt of
licensing payments and the exercise of stock optidbhese receipts were offset, in part, by expanektrelated to our research and
development and clinical trial activities, as wadlvarious general and administrative expensetedela legal, corporate development,
investor relations and finance activities.

Further, there can be no assurance, assuming wessially raise additional funds, that we will ashe positive cash flow. If we are not
able to secure additional funding, we will be reqdito further scale back our research and devadapprograms, preclinical studies and
clinical trials, general, and administrative adtag and may not be able to continue in business.

As of December 31, 2006, we had an accumulatedidefi$128,754,730. We have operated at a logesif94, and we expect this to
continue for some time. The amount of the accuredldeficit will continue to increase, as it will bepensive to continue clinical, research
and development efforts. If these activities amecsasful and if we receive approval from the FDAn@arket equipment, then even more
funding will be required to market and sell theipguent. The outcome of the above matters cannptédicted at this time. We are
evaluating potential partnerships as an additiarzal to fund operations. We will continue to rely autside sources of financing to meet our
capital needs beyond next year. We expect to fumaperations through the third quarter of 2008&Hdasn our current operating plan.

Our long-term capital requirements will depend amerous factors including:

. The progress and magnitude of the research andogewent programs, including preclinical and clinigals;
. The time involved in obtaining regulatory approvals

. The cost involved in filing and maintaining patetdims;

. Competitor and market conditions;

. The ability to establish and maintain collaborativeangements;

. The ability to obtain grants to finance researcth @evelopment projects; and

. The cost of manufacturing scale-up and the cosbofmercialization activities and arrangements.

The ability to generate substantial funding to ourg research and development activities, preclraad clinical studies and clinical
trials and manufacturing, scale-up, and sellingegal, and administrative activities is subjecahtoumber of risks and uncertainties and will
depend on numerous factors including:

. The ability to raise funds in the future througiblacior private financings, collaborative arrangense grant awards or from other
sources;

. Our potential to obtain equity investments, coli@bive arrangements, license agreements or developon other funding
programs in exchange for manufacturing, marketingfribution or other rights to products developgdus; and

. The ability to maintain existing collaborative argements.

We cannot guarantee that additional funding wilblailable when needed or on favorable terms.i¢fot, we will be required to scale
back our research and development programs, picadlstudies and
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clinical trials, and selling, general, and admiritte activities, or otherwise reduce or ceaseains and our business and financial results
and condition would be materially adversely affdcte
Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieaitdraive or are reasonably likely to have a cuwefuture effect on our financial
condition, changes in financial condition, reverexgenses, results of operations, liquidity, capitpenditures or capital resources.
Contractual Obligations

As of December 31, 2006, we did not have any madtkning-term debt or other known contractual ohlmyas, except for the operating
lease for our new facility, which expires in Felryu2010, and operating leases for copiers, whigirexn 2008 and 2009.

We are contractually obligated to make the follayvoperating lease payments as of December 31, 2006:

Less than More than
Total 1 year 1-3 years 3-5 years 5 years
Operating lease obligations $1,561,17¢ $489,22¢ $991,47¢ $80,477 $0
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ITEM 7A. QUALITATIVE AND QUANTITATIVE DISCLOSURES ABOUT MARK  ET RISK
Interest Rate Ris

Our exposure to market risk for changes in interasts relates primarily to the increase or deer@athe amount of interest income that
we can earn on our cash and cash equivalents andtslm investments. We are subject to interestiak on our short-term investments,
which, as of December 31, 2006, had an averageestiteate of approximately 5.04%. Under our curgmiicies, we do not use interest rate
derivative instruments to manage exposure to isteete changes. We ensure the safety and preiseredtour invested principal funds by
limiting default risk, market risk and reinvestmeisk. We mitigate default risk by investing in AAAvestment grade securities. A
hypothetical 100 basis point adverse move in istei@es along the entire interest rate yield cwwoeld not materially affect the fair value of
our interest sensitive financial instruments. Deedi in interest rates over time will, however, @aur interest income.

Foreign Currency Ris

We have operated primarily in the United Statesrandt transactions in the fiscal year ended Deceibhe2006, have been made in
U.S. dollars. Accordingly, we have not had any matexposure to foreign currency rate fluctuatiomsr do we have any foreign currency
hedging instruments in place.

We are currently conducting clinical trials in Epeoin conjunction with several CROs. While invoifesn these CROSs relating to work
done on our European clinical trials are genemdigominated in U.S. dollars, our financial resatisld be affected by factors such as
inflation in foreign currencies, in relation to theS. dollar, in markets where the CROs are asgjists in conducting these clinical trials.

In September 2006 we incorporated Inovio Asia Pt (IAPL), a company in the Republic of Singapaad in January 2005 we
acquired Inovio AS, a Norwegian company. The tratisas related to these subsidiaries are denondr@tmarily in foreign currencies,
including Euros, British Pounds, Canadian Dollatsrwegian Kroner, Swedish Krona, and SingaporeddsllAs a result, our financial resi
could be affected by factors such as changes @igorcurrency exchange rates or weak economic tongliin foreign markets where Inovio
conducts business.

We do not use derivative financial instrumentsdpeculative purposes. We do not engage in exchatgéedging or hold or issue
foreign exchange contracts for trading purposesdd/rot expect the impact of fluctuations in thiatiee fair value of other currencies to be
material in 2007.

ITEM 8.  FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required by this Item 8 is incoraied by reference to our Consolidated Financigk8tants and the Report of
Independent Registered Public Accounting Firm beigig at page F-1 of this report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

As of December 31, 2006, an evaluation was camgdy the company, with the participation of olni€f Executive Officer and Chief
Financial Officer, of the effectiveness of our diistire controls and procedures (as defined in R8&e15(e) under the Securities Exchange
Act of 1934). Based upon that
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evaluation, our Chief Executive Officer and Chi@idncial Officer concluded that these disclosunetiads and procedures were effective as
of the end of the period covered by this report.

Internal Controls over Financial Reporting
(&) Management’'s Annual Report on Internal Control ovarancial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as defined in
Rules 13a—15(f) and 15d—15(f) under the Securlieshange Act of 1934. Our internal control ovegfigial reporting is a process
designed under the supervision of our Chief Exeeuifficer and Chief Financial Officer to provideasonable assurance regarding the
reliability of financial reporting and the prepaceat of our financial statements for external pugmm accordance with U.S. generally
accepted accounting principles.

As of December 31, 2006, management, with theqpatiion of the Chief Executive Officer and Chiéfi&ncial Officer, assessed the
effectiveness of our internal control over finaheéporting based on the criteria for effectiveemmial control over financial reporting
established in “Internal Control—Integrated Framgwbissued by the Committee of Sponsoring Orgatiores (COSO) of the Treadway
Commission. Based on the assessment, managememnhufetd that we maintained effective internal colndver financial reporting as of
December 31, 2006.

Ernst & Young LLP, the independent registered puaticounting firm that audited our consolidate@ficial statements included in this
Annual Report on Form 10-K, has issued an attestagport on management’s assessment of the efeetss of our internal control over
financial reporting as of December 31, 2006. Thmreis included in this Item under the heading j&e of Independent Registered Public
Accounting Firm.”

(b) Report of Independent Registered Public Accourking

The Board of Directors and Stockholders
Inovio Biomedical Corporation

We have audited management’s assessment, inclodbd accompanying Management’'s Annual Report teral Control over
Financial Reporting, that Inovio Biomedical Corpiima maintained effective internal control overdirtial reporting as of December 31,
2006, based on criteria established in Internalt@br-Integrated Framework issued by the CommitteSponsoring Organizations of the
Treadway Commission (the COSO criteria). InoviorBémlical Corporation’s management is responsiblenfaintaining effective internal
control over financial reporting and for its assesat of the effectiveness of internal control ofileancial reporting. Our responsibility is to
express an opinion on management’s assessmennhapirnon on the effectiveness of the company’srimal control over financial reporting
based on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting Oversightri8d&nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethetigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
evaluating management’s assessment, testing ahdaéiag the design and operating effectivenessteirnal control, and performing such
other procedures as we considered necessary airthenstances. We believe that our audit providesaaonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesasuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over firgad reporting includes those policies and proceduhat (1) pertain to the maintenance
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of records that, in reasonable detail, accuratetl/fairly reflect the transactions and dispositiohthe assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financakstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and (8jige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@izé statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, management’s assessment that IrBimedical Corporation maintained effective inedraontrol over financial
reporting as of December 31, 2006, is fairly stabe@ll material respects, based on the COSOriitélso, in our opinion, Inovio
Biomedical Corporation maintained, in all materiedpects, effective internal control over financedorting as of December 31, 2006, based
on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the
consolidated balance sheets of Inovio Biomedicap@tion as of December 31, 2006 and 2005, ancethted consolidated statements of
operations, stockholders’ equity and cash flowsefch of the three years in the period ended DeeeB1h 2006 of Inovio Biomedical
Corporation and our report dated March 15, 200fesg®ed an unqualified opinion thereon.

/sl Ernst & Young LLF
San Diego, California
March 15, 200°
(c) Changes in Internal Control over Financial Repodin

There have not been any changes in our internataaver financial reporting (as defined in Rule3a—15(f) and 15d-35(f) under the
Securities Exchange Act of 1934) that occurredrdpthe fourth quarter of our fiscal year ended Dawer 31, 2006, that have materially
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting
ITEM 9B. OTHER INFORMATION

None.

PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE COMPANY

The information required by this Iltem 10 is her@igorporated by reference from our definitive pratgtement, to be filed pursuant to
Regulation 14A within 120 days after the end of 2006 fiscal year.

We have adopted a Code of Ethics for Senior Offi¢dre “Code of Ethics”), a copy of which was pomsly filed with our Annual
Report on Form 10-K for the year ended DecembeRBQ4 as Exhibit 14.1 and which we have incorparateExhibit 14.1 to this Report.
The Code of Ethics is available free of charge mag be requested by mail from our Investor Relatibepartment, Inovio Biomedical
Corporation, 11494 Sorrento Valley Rd. San Diegh,92121-1318 or by telephone at 877-446-6846 (81TN&VI0).

68




We intend to satisfy the disclosure requirementeuthe Securities Exchange Act of 1934, as amendgdrding any amendment to, or
a waiver from, our Code of Ethics by posting sutdrimation on our web site at www.inovio.com.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 is herd@igorporated by reference from our definitive pratgtement, to be filed pursuant to
Regulation 14A within 120 days after the end of 2006 fiscal year.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information required by this Iltem 12 is her@igorporated by reference from our definitive pratgtement, to be filed pursuant to
Regulation 14A within 120 days after the end of 2006 fiscal year.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this Item 13 is herdigorporated by reference from our definitive prastgtement, to be filed pursuant to
Regulation 14A within 120 days after the end of 2006 fiscal year.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Iltem 14 is her@igorporated by reference from our definitive pratgtement, to be filed pursuant to
Regulation 14A within 120 days after the end of 2006 fiscal year.
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ITEM 15.
1.

2.

3.

PART IV

EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
Financial Statements

Consolidated financial statements required to lleel faiereunder are indexed on Page F-1 hereof.

Financial Statement Schedules

Schedules not listed herein have been omitted Iseddwe information required to be set forth thergimot applicable or is included in-
Financial Statements or notes thereto.

Exhibits

The following exhibits are filed as part of thisnamal report on Form 10-K:

Exhibit
Number

Description of Document

2.1

3.1(a)

(b)

(©

3.2(a)

(b)

3.3

3.4

3.5

3.6

Plan of Reorganization (incorporated by referencExhibit 2.1 of the registrant’s Registration $taent on Form S-4, as
amended (File No. 3:-56978), filed on April 5, 2001

Certificate of Incorporation (incorporated by refiece to Exhibit 3.1 of the registrant’s Registnat®&tatement on Form S-3
(File No. 33:-108752) filed on September 12, 20C

Certificate of Amendment to Amended and Restateatifi@ate of Incorporation as filed with the DelargeSecretary of State
on September 10, 2004 (incorporated by referen&ihibit 3.1 of the registrant’s Current Reportform 8-K filed
September 16, 2004

Certificate of Amendment of the Amended and Redt@tertificate of Incorporation as filed with the |Bware Secretary of
State on March 31, 2005 (incorporated by referéadexhibit 3.1 of the registrant’s Current Repantfeorm 8-K filed on
April 4, 2005).

Amended and Restated Bylaws (incorporated by referéo Exhibit 3.2 of the registrant’s Form 10-@dion November 13,
2002).

Amended and Restated Bylaws, as amended throughsfdg, 2005 (incorporated by reference to Ex!8titof the Current
Report on Form-K filed on August 17, 2005

Certificate of Designations, Rights and PrefererudeSeries A Cumulative Convertible Preferred Stfinkorporated by
reference to Exhibit 3.3 of the registrant’s Ragison Statement on Form S-3 (File No. 333-1087B&) on September 12,
2003).

Certificate of Designations, Rights and PrefererudeSeries B Cumulative Convertible Preferred Stckorporated by
reference to Exhibit 3.4 of the registrant’s Ragititn Statement on Form S-3 (File No. 333-108782) on September 12,
2003).

Certificate of Designations, Rights and PrefererudfeSeries C Convertible Preferred Stock of Regigt(incorporated by
reference to Exhibit 3.3 of the registr's Registration Statement on Fori-3 filed on June 21, 2004

Certificate of Decrease of Shares of Series C Catival Convertible Preferred Stock of Registrantdiporated by reference
to Exhibit 3.4 of the registra’s Registration Statement on Forr-3 filed on June 21, 2004
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3.7

4.1

4.21

4.3t

4.4t

4.5%

4.6

4.7

4.8

4.9

4.1C

411

Certificate of Designations, Rights and PrefererudeSeries D Convertible Preferred Stock of Regist(incorporated by
reference to Exhibit 3.1 of the registr's Current Report on Forn-K filed on January 31, 200=

Amended and Restated Stockholders Rights Agreedaatl June 20, 1997 by and between the RegistndnCamputershare
Trust Company of Canada, as amended on March 28, @0corporated by reference to Exhibit A to thgistrant’s
Definitive Proxy Statement filed on April 28, 200

Warrant to Purchase Common Stock, dated Septensh@000 by and between the Registrant and the Bityef South
Florida Research Foundation (incorporated by refez¢o Exhibit 10.6 of the registrant’s Form 10#@d on November 9,
2000).

Warrant to Purchase Common Stock, dated Septensh@000 by and between the Registrant and Dr. RicGibert
(incorporated by reference to Exhibit 10.7 of thgistran’s Form 1-Q filed on November 9, 200(

Warrant to Purchase Common Stock, dated Septensh@000 by and between the Registrant and Dr. RicHaller
(incorporated by reference to Exhibit 10.8 of thgistran’s Form 1-Q filed on November 9, 200(C

Warrant to Purchase Common Stock, dated Septensh@000 by and between the Registrant and Dr. Mar&szeski
(incorporated by reference to Exhibit 10.9 of thgistran’s Form 1-Q filed on November 9, 200(C

Investors Rights Agreement, dated July 14, 2008yéen the Registrant and the Purchasers listeccbadsile 1 thereto
(incorporated by reference to Exhibit 4.2 of thgisgrant’s Registration Statement on Form S-3 (Rite 333-108752) filed on
September 12, 200z

Form of Series A Common Stock Purchase Warrangddaily 14, 2003, between the registrant and thehpsers listed on
Schedule 1 of Purchase Agreement (Exhibit 10.3ihe(@mcorporated by reference to Exhibit 4.3 of tlegistrant’s
Registration Statement on Forr-3 (File No. 33-108752) filed on September 12, 20C

Form of Series B Common Stock Purchase Warrargddaily 14, 2003, between the registrant and thehpsers listed on
Schedule 1 of Purchase Agreement (Exhibit 10.3ihe(@mcorporated by reference to Exhibit 4.4 of tlegistrant’s
Registration Statement on Forr-3 (File No. 33-108752) filed on September 12, 20C

Placement Agent Series A Common Stock Purchaseaadated July 14, 2003, between the registrashtS&B10 Securities
LLC (incorporated by reference to Exhibit 4.5 of tlegistrant’s Registration Statement on Form Eil@ (No. 333-108752)
filed on September 12, 200:

Placement Agent Series B Common Stock PurchaseaWadated July 14, 2003, between the registrasthiS20
Securities LLC (incorporated by reference to Extdbé of the registrant’s Registration StatemenForm S-3 (File No. 333-
108752) filed on September 12, 20C

Specimen common stock certificate (incorporateddfgrence to Exhibit 4.8 of the registrant’s Ragiibn Statement on
Form &3 (File No. 33-108752) filed on September 12, 20C
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412

4.14

4.16

4.17

4.18

4.19

4.2C
4.21

4.22

4.23

Preferred Stock and Warrant Purchase Agreemend datef May 10, 2004 by and between the registradtthe purchasers
indicated on the schedule thereto (incorporatetefgrence to Exhibit 4.1 of the registrant’s Ragison Statement on
Form ¢-3 filed on June 21, 2004

Investor Rights Agreement dated as of May 10, 2f)0dnd between the registrant and the purchasgicabed on the
schedule thereto (incorporated by reference tolith® of the registrant’s Registration Statemeanform S-3 filed on
June 21, 2004

Form of Series C Common Stock Purchase Warrantidst®f May 10, 2004 by and between the registadithe purchasers
indicated on the schedule thereto (incorporatetefgrence to Exhibit 4.3 of the registrant’s Ragison Statement on
Form ¢-3 filed on June 21, 2004

Form of Placement Agent Common Stock Purchase Wadated as of May 20, 2004 by and between thatregit and each
of SCO Capital Partners LLC, Jeffery B. Davis, Ryeslsao, Daniel DiPietro and Mark Alvino (incorpted by reference to
Exhibit 4.4 of the registra’s Registration Statement on Fori-3 filed on June 21, 2004

Warrant to Purchase Common Stock, dated Decemi2808, by and between the registrant and Collinsel@ment
Company, Arlin Miller Multiples, Roger R. and Sally Post, Tatiana Lansche and Kent M. Scudder.dgeuchcorporated by
reference to Exhibit 4.16 of the registrant’s AninRaport of Form 10-K for the year ended Decemligr2B04, filed on
March 15, 2005)

Registration Rights Agreement dated as of Janu@ar2a05 by and among the Registrant and certamstovs indicated on tt
schedule thereto (incorporated by reference toltix4i2 of the registrant’'s Current Report on F@&i filed on January 13,
2005).

Form of Warrants issued by the registrant on Jani@y 2005, including a schedule of warrant holdarsorporated by
reference to Exhibit 4.1 of the registr's Current Report on Forn-K filed on January 13, 200=

Registration Rights Agreement dated as of Januar2@05 by and among the registrant and the shiaietsoof Inovio AS
(incorporated by reference to Exhibit 4.1 of thgisgran’s Current Report on Forn-K filed on January 31, 200E

Form of Warrants (incorporated by reference to Bil99.2 to registra’s Form &K filed on January 6, 2006

Registration Rights Agreement dated December 305 20y and among the registrant and the investamsed on the
signature pages thereto (incorporated by referemBahibit 99.3 to registrant’s Form 8-K filed withe Securities and
Exchange Commission on January 6, 20

Form of Common Stock Purchase Warrant dated asmtegber 15, 2006 by and between the registrantacid of the
purchasers listed on Schedule 1 to the SecuritieshBse Agreement (Exhibit 10.23 herein) (incorfeatdy reference to
Exhibit 4.3 of the registra’s Current Report on Forn-K filed on September 20, 200¢

Registration Rights Agreement dated as of Septed®he2006 by and among registrant and certain toveindicated on a
schedule thereto (incorporated by reference toltixhd.5 of the registrant’s Quarterly Report onrRd.0-Q filed on
November 9, 2006
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4.24

10.1*

10.2

10.3*

10.4*

10.5*

10.6t

10.7

10.8(a)

(b)

10.1C

10.11t

Form of Common Stock Purchase Warrant to be usexthtybetween the registrant and each of the puschésted on
Schedule 1 to the Securities Purchase and ExchEagnmgement (Exhibit 10.25 hereir

Amended 2000 Stock Option Plan, as amended by ¢laedBof Directors through March 6, 2006 with ap@iswby
stockholders through May 5, 2006 (incorporateddignence to Exhibit 4.1 of the registrant’s Registin Statement on
Form &-8 filed on July 28, 2006

Forms of Incentive and Nonstatutory Stock Optiomefgnents used in connection with the 2000 Stocko@Rtlan
(incorporated by reference to Exhibit 10.7 of tegistrant’s Registration Statement on Form S-4/ife(Ro. 333-58168) filed
on April 5, 2001).

Preferred Stock and Warrant Purchase Agreemeretgi daty 14, 2003, between the registrant and thehpsers listed on
Schedule 1 thereto (incorporated by reference tolibd.1 of the registrant’s Registration StatetnamForm S-3
(File No. 33:-108752) filed on September 12, 20C

Employment Agreement dated October 10, 2001 bybatdteen the registrant and Avtar Dhillon (incorpgedsby reference to
Exhibit 99.1 of the registrant’s Registration Stag:t on Form S-3/A, as amended (File No. 333-76788) on February 25,
2002).

Employment Agreement dated November 15, 2001 bybatdeen the registrant and James L. Heppell (porated by
reference to Exhibit 10.24 of the regist’'s Form 1-K for the year ending December 31, 2001 filed omil&lp 2002).

License Agreement dated September 20, 2000 by etmeebn the registrant and the University of Southidla Research
Foundation, Inc. (incorporated by reference to BixHi0.5 of the registra’s Form 1-Q filed on November 9, 200C

Asset Purchase Agreement by and among the RedisBanetronics, Inc., a subsidiary of the Regidtrand Harvard
Bioscience, Inc. dated December 24, 2002 (incotpdrhy reference to Exhibit A to the registrantisfiditive Proxy
Statement filed on January 7, 20C

Financial Consultant Agreement, dated October B22DBetween the registrant and Catalyst CapitaG; (ibcorporated by
reference to Exhibit 4.7 of the registrant’s Ragison Statement on Form S-3 (File No. 333-1087B&) on September 12,
2003).

Amendment to Financial Consultant Agreement, dateg 14, 2003, between the registrant and Caté@lgsgital, LLC
(incorporated by reference to Exhibit 4.7(a) of tegistrant’s Registration Statement on Form Sie (Ro. 333-108752) filed
on September 12, 200:

Securities Purchase Agreement dated as of Jan0aB005 by and among the registrant and certaiesiovs indicated on the
schedule thereto (incorporated by reference toltixhd.1 to the Current Report on For-K filed on January 13, 200=

Form of Promissory Notes issued by the registrantanuary 10, 2005, including a schedule of notedns (incorporated by
reference to Exhibit 10.2 to the Current ReporForm ¢-K filed on January 13, 200=

Non-Exclusive License and Research Collaboration Apere dated as of May 21, 2004 by and among thetragt and
Merck & Co., Inc. and Genetronics, Inc., a subsida the registrant (incorporated by referenc&xibit 10.1 to the
Quarterly Report on Form -Q filed on August 13, 2004
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10.12

10.13

10.14

10.1¢

10.1¢€

10.17

10.1€

10.1¢

10.2C

10.21

10.2z2

10.2¢

10.24

Escrow Agreement dated as of January 10, 2005 thaarong the registrant, certain investors indicatethe schedule
thereto and Computershare Trust Company of Canadarorated by reference to Exhibit 10.3 to ther€ut Report on
Form ¢K filed on January 13, 200=

Stock Purchase Agreement dated January 25, 20@6dgmong the registrant, Inovio AS and the Shadeh® of Inovio AS
(incorporated by reference to Exhibit 10.1 to ther€nt Report on Form-K filed on January 31, 200£

Lease Agreement by and between the registrant axds\NSorrento Glen LLC dated August 26, 1999 (iporated by
reference to Exhibit 10.15 of the registrant’s Remgition Statement on Form S-1, as amended (File382-88427), filed on
October 5, 1999

Lease Agreement by and between the registrant anér§o Centre Tenancy in Common dated Novembe2@®4}
(incorporated by reference to Exhibit 10.16 of thgistrant’s Annual Report of Form 10-K for the yeaded December 31,
2004, filed on March 15, 200%

Lease Amendment #3 by and between the registranNarus Sorrento Glen LLC dated January 21, 20@(porated by
reference to Exhibit 10.17 of the registrant’s AahReport of Form 10-K for the year ended Decen®ier2004, filed on
March 15, 2005)

Letter agreement dated September 30, 2005 betweaegistrant and Verdas extending due date of Bsamy Note
(incorporated by reference to Exhibit 99.1 of tegistran’s Report of Form-K, filed on October 6, 2005

Letter agreement dated September 30, 2005 betwmeargistrant and Baystar extending due date ahRswmry Note
(incorporated by reference to Exhibit 99.2 of tegistran’s Report of Form-K, filed on October 6, 2005

Letter agreement dated November 30, 2005 betwegstient and Verdas extending due date of the FsormdNote
(incorporated by reference to Exhibit 99.1 of thgistran’s Report of Form-K, filed on December 6, 200

Letter agreement dated November 30, 2005 betwegstrant and Baystar extending due date of the Rswory Note
(incorporated by reference to Exhibit 99.2 of thgistran’s Report of Form-K, filed on December 6, 200=

Securities Purchase Agreement dated as of Decel6b@005, among registrant and each purchaseiifidemn the signatur
pages theret(incorporated by reference to Exhibit 99.1 of thgistran’s Report of Form-K, filed on January 6, 200€

License Agreement dated September 15, 2006 betwegésirant and Inovio Asia Pte. Ltd. (incorporabgdreferenced to
Exhibit 10.1 to registra’s Quarterly Report on Form -Q filed on November 9, 200€

Securities Purchase Agreement dated Septembef@6,l#&tween registrant and purchasers named th@rearporated by
reference to Exhibit 4.1 of the registr's Current Report on Forn-K filed on September 20, 200¢

Amendment to Securities Purchase Agreement, amgtlénSecurities Purchase Agreement filed as Eixh@hP7
(incorporated by reference to Exhibit 4.3 of thgisgan’s Current Report on Forn-K filed on October 16, 2006
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10.2¢ Securities Purchase and Exchange Agreement betwgistrant and Inovio Asia Pte. Ltd. and the puseina named therein,
dated September 15, 2006 (incorporated by refedetacExhibit 10.2 to registrant’s Quarterly RepontForm 10-Q filed on
November 9, 2006

10.2¢€ Preferred Exchange Agreement dated September 05, [®#fiween registrant and certain holders of S&iPseferred Stock
(incorporated by referenced to Exhibit 4.4 of thgistran’s Registration Statement on Fori-3, filed January 19, 2007

141 Inovio Biomedical Corporation Code of Ethics fom8e Officers (incorporated by reference to exhihitmber 14.1 of the
registrant’s Annual Report of Form 10-K for the yeaded December 31, 2004, filed with the Secwritied Exchange
Commission on March 15, 200!

21.1 Subsidiaries of the registra

23.1 Consent of Independent Registered Public Accourking.

24.1 Power of Attorney (included on signature pag

31.1 Certification of the Chief Executive Officer pursué&ecurities Exchange Act Rule -14(a).

31.2 Certification of the Chief Financial Officer pursugecurities Exchange Act Rule -14(a).

32.1 Certification pursuant to 18 U.S.C. 1350, as adbptersuant to Section 906 of the Sarb-Oxley Act of 2002

t  We have applied with the Secretary of the Secsrdisd Exchange Commission for confidential treatroénertain information
pursuant to Rule 24b-2 of the Securities ExchangfeoA1934. We have filed separately with our agation a copy of the exhibit
including all confidential portions, which may bede available for public inspection pending theuBities and Exchange Commissien’
review of the application in accordance with Ruid-2.

*  Designates management contract, compensatory pamamgement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the Regyigthas duly caused this report to
be signed on its behalf by the undersigned, theoeduly authorized on March 16, 2007.

Genetronics Biomedical Corporation

By: /s/ AVTAR DHILLON
Avtar Dhillon
President and Chief Executive Offic

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each persbose signature appears below constitutes anmirgppAvtar Dhillor
and Peter Kies, and each of them severally, hieeotrue and lawful attorney-in-fact with powersafstitution and resubstitution to sign in
his or her name, place and stead, in any and jgdlaities, to do any and all things and executeaandyall instruments that such attorney may
deem necessary or advisable under the Securitigfsalage Act of 1934 and any rules, regulations agdirements of the U.S. Securities and
Exchange Commission in connection with the Annugppétt on Form 10-K and any and all amendments dyeastfully for all intents and
purposes as he or she might or could do in peesmhhereby ratifies and confirms all said attorrieyfact and agents, each acting alone, and
his or her substitute or substitutes, may lawfdlyor cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bélpthe following persons on beh
of the Registrant and in the capacities and ord#tes indicated.

Signature Title Date
/s/ AVTAR DHILLON President, Chief Executive Officer March 16, 2007
Avtar Dhillon (Principal Executive Officer), Director
/sl PETER KIES Chief Financial Officer March 16, 2007
Peter Kies (Principal Accounting Officer and

Principal Financial Officer

/s/ FELIX THEEUWES Director March 16, 2007
Felix Theeuwe:
/sl JAMES L. HEPPELL Director March 16, 2007
James L. Heppe
/sl RIAZ BANDALI Director March 16, 2007
Riaz Bandal
/sl TAZDIN ESMAIL Director March 16, 2007

Tazdin Esmai

/s/ SIMON X. BENITO Director March 16, 2007
Simon X. Benitc
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Shareholders
Inovio Biomedical Corporation

We have audited the accompanying consolidated balsimeets of Inovio Biomedical Corporation as ofé&msber 31, 2006 and 2005,
and the related consolidated statements of opaestgtockholders’ equity and cash flows for eacthefthree years in the period ended
December 31, 2006. These financial statementharsesponsibility of the Company’s management. i@sponsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on glasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢onsolidated financial position of
Inovio Biomedical Corporation at December 31, 2886 2005, and the consolidated results of its ¢jp@sand its cash flows for each of the
three years in the period ended December 31, 20@®nformity with U.S. generally accepted accoogiprinciples.

As discussed in Note 2 to the consolidated findrstéements, effective January 1, 2006 the Comphapged its method of accounting
for share-based payments in accordance with Statesh&inancial Accounting Standards (SFAS) No. (2¥%ised 2004), “Share-Based
Payment.”

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the
effectiveness of Inovio Biomedical Corporation’seimal control over financial reporting as of Ded®mn31, 2006, based on criteria
established in Internal Control—Integrated Framédwssued by the Committee of Sponsoring Organinatiaf the Treadway Commission
and our report dated March 15, 2007 expressed qualified opinion thereon.

/sl Ernst & Young LLP
San Diego, California
March 15, 2007




Inovio Biomedical Corporation
CONSOLIDATED BALANCE SHEETS

December 31 December 31
2006 2005
ASSETS

Current assets:

Cash and cash equivalel $ 832160t $ 17,166,56'
Shor-term investment 14,700,00( —
Accounts receivabl 326,071 284,171
Prepaid expenses and other 1,124,26: 870,16¢
Total current assets 24,471,93¢ 18,320,90°
Fixed assets, n 390,78¢ 375,61<
Patents and other assets, 3,177,54: 2,148,09(
Goodwill 4,290,59¢ 4,290,59¢
Intangible assets, net 3,618,75( 3,843,75(
Total assets $ 3594961 $ 28,978,95.

LIABILITIES, MINORITY INTEREST AND STOCKHOLDERS’
EQUITY

Current liabilities:

Accounts payable and accrued expel $ 2,00997. $ 1,864,93!
Accrued clinical trial expenst 675,33( 1,064,49]
Deferred revenue 583,147 786,97<
Total current liabilities 3,268,44¢ 3,716,40¢
Deferred revenu 4,396,87*¢ 419,47(
Deferred ren 228,49( 285,87¢
Deferred tax liabilities 1,013,25( 1,076,25(
Long-term liabilities — 10,20€
Total liabilities 8,907,06¢ 5,508,20¢
Minority Interest 5,349,99¢ —

Stockholders’ equity:
Preferred stock—par value $0.001; Authorized shar@®00,000, issued

and outstanding: 1,028,069 and 1,562,424 at Dece81h&006 and

2005, respectivel 1,028 1,562
Common stock—par value $0.001; Authorized shar@8;®0,000, issuec

and outstanding: 35,639,521 and 29,468,756 at DieeeB1, 2006 and

2005, respectivel 35,63¢ 29,46¢
Additional paic-in capital 150,459,60: 137,739,95.
Receivables from stockholde (86,030) —
Accumulated defici (128,754,73()  (114,269,94)
Accumulated other comprehensive income (loss) 37,04E (30,295)
Total stockholders’ equity 21,692 ,55¢ 23,470,74¢
Total liabilities, minority interest and stockholders’ equity $ 35,949,61' $ 28,978,95

The accompanying notes are an integral part oktheasolidated financial statements.
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Inovio Biomedical Corporation
CONSOLIDATED STATEMENTS OF OPERATIONS

Year ended Year ended Year ended
December 31, December 31, December 31,
2006 2005 2004

Revenue:
License fee and milestone payme $ 1,337,100 $ 2,563,28. $ 214,35
Revenue under collaborative research and develapmen

arrangement 962,207 1,492,14! 945,59
Grants and miscellaneous revenue 1,168,86t 1,411,82! 7,157
Total revenue 3,468,17! 5,467,25: 1,167,09!
Operating expenses:
Research and developm 8,509,78! 11,454,77. 6,548,59¢
General and administrati\ 8,079,58 5,981,20( 6,129,19!
Amortization of intangible asse 225,00( 206,25( —
Charge for acquired in-process research and dewelop — 3,332,00( —
Total operating expenses 16,814,37. 20,974,22. 12,677,79
Loss from operations (13,346,199  (15,506,97() (11,510,69)
Interest and other incon 867,07( 210,11¢ 247,55t
Loss from continuing operations (12,479,12)  (15,296,85)  (11,263,14)
Discontinued operations:
Gain on disposal of assets — — 290,20¢
Net loss (12,479,12)  (15,296,85) (10,972,93)
Imputed and declared dividends on preferred stock (2,005,669 (11,065,770 (732,405
Net loss attributable to common stockholder: $(14,484,78) $(26,362,62) $(11,705,33))
Amounts per common share—basic and diluted:
Loss from continuing operatiol $ (0.40) $ (0.81) $ (0.64)
Gain from discontinued operations, net — — 0.02
Net loss (0.40) (0.81) (0.62)
Imputed and declared dividends on preferred stock (0.0€) (0.58) (0.09)
Net loss attributable to common stockholders $ (0.46) $ (1.39 $ (0.6€)
Weighted average number of common shares—basic and

diluted 31,511,68: 19,009,18! 17,623,55!

Net loss for the year ended December 31, 2006dedstock-based compensation expense that the @gmgeorded as a result of the
adoption of Statement of Financial Accounting Stadd (SFAS) No. 123(R), “Share-Based Payment,’amudry 1, 2006. Total
compensation cost under SFAS No. 123(R) for owksptans for the year ended December 31, 2006 wd9$,941, of which $279,067 was
included in research and development expenses3@ 84 was included in general and administrakgenses. The Company did not
record stock-based compensation expense for the gaded December 31, 2005 and 2004. As previdistjosed in the notes to the
consolidated financial statements for the yeargdrdkecember 31, 2005 and 2004, net loss includindgoma stock-based compensation
expense was $(27,738,325) and $(13,244,003), reeeplgc See Note 2 to the consolidated financiatesnents for additional information.

The accompanying notes are an integral part oktheasolidated financial statements.
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Inovio Biomedical Corporation

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Balance at December 31, 20
Exercise of stock options for ca
Exercise of warrants for ca:
Cashless exercise of warra
Issuance of Series C preferred stock

cash, net of issuance costs of $1,170,

Conversions of preferred stock to comn
stock

Shar-based compensatic

Declared dividend

Reversal of declared dividen

Net loss attributable to commu
stockholder:

Balance at December 31, 20

Exercise of stock options for ca

Exercise of warrants for ca:

Cashless exercise of warra

Issuance of common stock for cash, ne
issuance costs of $997,6

Issuance of Series D preferred stock
acquisition of Inovio A

Conversions of preferred stock to comn
stock

Warrants issued for servic

Shar-based compensatic

Imputed and declared dividen

Foreign currency translation lo

Net loss attributable to commu
stockholder:

Balance at December 31, 20

Exercise of stock options for ca

Issuance of common stock for patents
other asset

Issuance of stockholder note receive

Issuance of common stock for cash, ne
issuance costs of $1,161,0

Issuance of common stock for consult
services

Conversions of preferred stock to comn
stock

Shar-based compensatic

Imputed and declared dividen

Foreign currency translation ge

Net loss attributable to commu
stockholder:

Balance at December 31, 20

Preferred stock

Common stock

Accumulated

Number Number Additional Receivables other Total
of of paid-in from Accumulated comprehensive stockholders’

shares  Amount shares Amount capital stockholders deficit (loss) income equity
847 $ 1 15,920,43. $15,92( $ 91,233,69¢ $ — % (76,201,989 $ — $ 15,047,63!
— — 140,821 141 270,23¢ — — — 270,37¢
— — 474,71: 475 1,335,98: — — — 1,336,45°
— — 39,88: 40 (40) — — — —
1,09C 2 — — 9,730,96¢ — — — 9,730,97(
(496) (1) 1,741,38. 1,741 (1,74C) — — — —
— — — — 413,32( — — — 413,32(
— — 103,981 104 460,26( — — — 460,36¢
— — (785) 1) (4,273) — — — (4,274)
— — — — — — (11,705,33) — (11,705,330
1,441 2 18,420,42° 18,42( 103,438,40: — (87,907,32() — 15,549,51(
— — 34,98( 35 59,441 — — — 59,47¢
— — 136,25( 136 256,01+ — — — 256,15(
— — 43,13C 43 (43) — — — —
— — 6,834,40¢ 6,83E 15,398,06- — — — 15,404,89!
1,966,29: 1,96€ — — 7,902,52¢ — — — 7,904,49:
(405,309) (406) 3,944,04: 3,944 (3,53¢) — — — —
— — — — 120,91: — — — 120,91:
— — — — 116,382 — — — 116,382
— — 55,51¢ 56 10,451,78! — — — 10,451,84.
— — — — — — — (30,29%) (30,29%)
— — — — — — (26,362,62.) — (26,362,62))
1,562,42: 1,562 29,468,75¢ 29,46¢  137,739,95. — (114,269,94) (30,29%) 23,470,74i
— — 148,62¢ 148 251,28( — — — 251,42¢
— — 86,95¢ 87 128,83¢ — — — 128,92z
— — — — 86,03C (86,03() — — —
— — 4,074,06° 4,074 8,734,80: — — — 8,738,87¢
— — 49,261 49 99,951 — — — 100,00(¢
(534,355) (534) 1,763,98: 1,764 (1,230) — — — —
— — 45,00C 45 1,546,66: — — — 1,546,70°
— — 2,871 3 1,873,31¢ — — — 1,873,32:
— — — — — — — 67,34( 67,34C
— — — — — — (14,484,78)) — (14,484,78))
1,028,06¢ $1,02¢ 35,639,52: $35,63¢ $150,459,60- $(86,03() $(128,754,73) $ 37,04% $ 21,692,55!

The accompanying notes are an integral part oktheasolidated financial statements.
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Inovio Biomedical Corporation
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net loss from continuing operatio

Adjustments to reconcile net loss to net cash usegerating

activities:
Depreciation and amortizatic
Amortization of intangible asse
Compensation for services paid in stock opti
Compensation for services paid in common s
Amortization of deferred tax liabilitie
Charge for acquired -process research and developn
Deferred ren
Revenue from conversion of note paye
Changes in operating assets and liabilit
Accounts receivabl
Prepaid expenses and ot|
Accounts payable and accrued expel
Deferred revenue
Net cash used in operating activities

Cash flows from investing activities:

Purchase of availat-for-sale securitie
Proceeds from sales of availe-for-sale securitie
Acquisition of business, net of cash acqui
Purchases of capital ass

Capitalization of patents and other assets

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from issuance of preferred stock, netsofaince
costs

Proceeds from issuance of common shares, netuzriss
costs

Cash received for common stock to be iss

Proceeds from issuance of shares to minority ist:

Payment of preferred stock cash dividend

Net cash provided by financing activities

Effect of exchange rate changes on cash

Net cash provided by discontinued operati
(Decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Year ended
December 31,
2006

Year ended
December 31,
2005

Year ended
December 31,
2004

$(12,479,12)

$(15,296,85)

$(11,263,14))

749,64: 650,81 573,041
225,00 206,25( —
1,402,54« 116,38: 413,32
244,16 — —
(63,000) (57,750 —

— 3,332,00! —
(57,385 (29,520 (22,536)
(10,810) — —
(57,631) 152,47: (249,157
(400,417 (150,644 (177,92%)
(233,899 (1,259,929 2,949,62¢
3,637,76: 28,747 719,42(
(7,043,14) ~(12,308,02) _ (7,057,35)
(24,000,001) _ —
9,300,00! — —
— (2,341,029 —
(46,742) (286,907) (102,365)
(1,318,43) (447,76¢) (336,757)
(16,065,17) _ (3,075,699 (439,11))
— — 9,730,97(
8,975,73:  15,304,71( 1,606,83:
— — 607,471
5,349,99: — —
(132,349 (613,929) (276,315)
14,19338 _ 14,690,78 _ 11,668,95
69,97¢ (30,295) —

— — 256,86
(8,844,96)) (723,230) 4,429,35:
17,166,56  17,889,79  13,460,44!
$ 8,321,60( $ 17,166,56 $ 17,889,79

The accompanying notes are an integral part oktheasolidated financial statements.
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INOVIO BIOMEDICAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Description of Company

We were incorporated on August 8, 1979, underahses lof British Columbia, Canada, as Genetronicsrigidical Ltd. On June 15, 2001,
we completed a change in our jurisdiction of inawgtion from British Columbia, Canada, to the st#tB®elaware. This change was
accomplished through a continuation of GenetroBiosnedical Ltd. into Genetronics Biomedical Corgara, a Delaware corporation. On
January 25, 2005, we consummated the acquisitibmoefo AS, a Norwegian company. On March 31, 2008 ,changed our corporate name
from “Genetronics Biomedical Corporation” to “InavBiomedical Corporation” by filing a Certificaté Amendment to our Certificate of
Incorporation with the State of Delaware. We alseaded our Bylaws to reflect the name change. &fedpril 4, 2005, our American
Stock Exchange ticker symbol changed from “GEB”INO.” On September 11, 2006, we incorporated Indisia Pte. Ltd. (IAPL), a
wholly-owned subsidiary of the Company, in the Rajmuof Singapore. We conduct our business thraughU.S. whollyewned subsidiarie
Genetronics, Inc., which was incorporated in Catifa on June 29, 1983, and Inovio AS, a compangriparated in Norway.

We are a biomedical company whose technology platie based on the science of electroporation. Weadeader in developing hun
therapeutic applications of electroporation, whisles brief, controlled electrical pulses to draoadlly increase cellular uptake of useful
biopharmaceuticals, with the industry’s most exiempatent portfolio coverinm vivo electroporation. We are focused on commercializing
our Selective Electrochemical Tumor Ablation (SEQTherapy and developing multiple DNA vaccines gsinr delivery platform for gene-
based treatments. SECTA, our local ablation thefapgolid tumors is designed to selectively kdincerous cells and minimize cosmetic or
functional impacts to healthy tissue typically texharound the tumor. In addition, we have enhawecedechnologies through various
licensing and collaboration agreements. With outrygais, we are researching and developing prodisitg) our patented DNA delivery
technologies for the prevention and treatment nbae and life-threatening diseases.

We are currently building two major franchises lshse our MedPulseét  Electroporation System: Ongpkngd DNA vaccines.

For oncology, our therapy uses electroporatiomttaace the local uptake of the generic cytotoxigdyleomycin sulfate to achieve
tumor cell death. Our system, which uses a pulsernggor together with disposable needle applicatiivers electrical pulses to tumors
injected with the drug. We believe the distinctieature of the system is the preservation of hgdifisue at the margins of the tumor. We
anticipate the system may therefore afford advastayer surgery in preserving function and imprguime quality of life for cancer patients
who would otherwise face significant morbidity asated with cancer surgery. Our SECTA therapy iBliase 11l clinical trials in the United
States and Europe for the treatment of recurrenité&ncer; and in Phase I/11 for the treatment ofireent breast cancer. In addition, we are
conducting pre-marketing studies to support thernencialization of our SECTA system in Europe. Ptocommercial sales of our SECTA
system in the European Union (EU), we were requaredialready have obtained a CE Mark, which isgeized internationally as a symbol
of quality and compliance. Completion of the Eurmp@re-marketing studies will provide pharmacoeaaicalata to be used to seek
reimbursement, as well as provide additional efficand safety data and local experience with pkesscwho are thought leaders in Europe.
This premarketing data is a vital component of a Europeammercial launch of the SECTA system and will repré an important milesto
for us.




INOVIO BIOMEDICAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

As part of our MedPulsét  product line, our effartsumor ablation are complemented with the dgwelent of other cancer therapies
using electroporation therapy for the intracellualivery of DNA-based treatments. To our knowledge are the first company to initiate a
clinical study involving the use of electroporati@thnology to deliver therapeutic genes in humdnjexts. This was achieved in
collaboration with investigators at the Moffitt Gaam Center in Tampa, Florida in December 2004. irhisstigation was approved by the U
Food and Drug Administration (FDA) and involvesatteporating melanomas with DNA encoded to exppesticular cytokines in an
attempt to stimulate immunity against the patietttsor. In 2004, we extended our license with Vitat. (Vical) (NASDAQ:VICL) to
include a worldwide license for the use of our lgmoration together with Vical's “naked” DNA tecablogy for their development of an HIV
DNA vaccine. In 2004, we executed a major licenslagl with milestone and royalty payments with MegcCo., Inc. (Merck)

(NYSE:MRK) for the development of proprietary DNAgacines for cancer and infectious diseases usétgreporation. In January 2005, we
acquired Inovio AS, a Norwegian company, to expamdpatent portfolio in the area of intramusculactoporation. The Inovio AS
acquisition included a collaboration with the Unisigy of Southampton (Southampton), U.K. on a Phadiaical study for the electroporati
of a DNA vaccine for prostate carcinoma. Our DNAa#toporation delivery technology is now being ea#éd in four independent Phase 1/
clinical trials together with Moffitt, Vical, Mercknd Southampton, respectively. In 2006, we execateollaborative commercialization
agreement with Tripep AB (Tripep) (Stockholm: TPEP.® co-develop a hepatitis C therapeutic vacoiwtdch is likely to result in another
Phase | clinical trial this year. In November, 20@@ executed another major non-exclusive liceasmt DNA delivery technology for
intramuscular applications regarding certain thewdic DNA vaccines to Wyeth Pharmaceuticals, asitivi of Wyeth (Wyeth) (NYSE:

WYE).

We incurred a net loss attributable to common stolders of $14,484,788 for the year ended Dece®be2006. We had working
capital of $21,203,490 and an accumulated deffcil@8,754,730 as of December 31, 2006. Our alidityontinue as a going concern is
dependent upon our ability to achieve profitablerations and to obtain additional capital. We wilhtinue to rely on outside sources of
financing to meet our capital needs. The outcormbedge matters cannot be predicted at this timeh&y there can be no assurance, asst
we successfully raise additional funds, that we aghieve positive cash flow. If we are not ableségaure additional funding, we will be
required to scale back our research and developpnegtams, preclinical studies and clinical tri@sd general and administrative activities
and may not be able to continue in business. Toassolidated financial statements do not includeadjustments to the specific amounts
and classifications of assets and liabilities, \uhitight be necessary should we be unable to cantmbusiness. Our consolidated financial
statements as of and for the year ended Decemb@08%& have been prepared on a going concern basish) contemplates the realization of
assets and the settlement of liabilities and comenits in the normal course of business for thesémable future.

Certain reclassifications have been made to ttanfiral statements for the year ended December@®5 @ conform to the year ended
December 31, 2006 presentation.
2. Summary of Significant Accounting Policies
Consolidation

These consolidated financial statements includetiseunts of Inovio Biomedical Corporation andwtsolly-owned subsidiaries,
Genetronics, Inc., a company incorporated in theesif California,




INOVIO BIOMEDICAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Inovio AS, a company incorporated in Norway, anavio Asia Pte. Ltd. (IAPL), a company incorporatedhe Republic of Singapore. All
intercompany accounts and transactions have baaimated upon consolidation.

Use of estimates

The preparation of consolidated financial states@nticcordance with U.S. generally accepted adowyprinciples requires us to ma
estimates and judgments that affect the reportezbata of assets, liabilities, revenues and expeasekrelated disclosure of contingent
assets and liabilities. We base our estimatesstoridal experience and on various other assumgptizat are believed to be reasonable under
the circumstances, the results of which form theidor making judgments about the carrying valiesssets and liabilities that are not
readily apparent from other sources. Actual resubiy differ from these estimates under differestuagptions or conditions.

Cash equivalents

We consider all highly liquid investments with anigl maturities of 90 days or less, when purchasete cash equivalents. Cash
equivalents are stated at cost, which approxinrata¥et value. At December 31, 2006 and 2005, cgsivalents included $2,012,769 and
$13,910,635 in money market funds, respectively.

Short-term Investments

Our short-term investments consist of auction saturities classified as available-for sale, whitd on deposit with a major financial
institution and are stated at market value. Albof short-term investments are classified as catpatebt securities as of December 31, 2006.
All of our short-term investments at December 3I)&are auction rate securities which have contehchaturities in excess of ten years and
reset to par on a monthly basis.

Accounts receivabl

Trade accounts receivable are recorded at inv@osalints and do not bear interest. We perform oiggoiedit evaluations of our
customers’ financial condition. Credit is extendead¢ustomers as deemed necessary and generallydoesjuire collateral. Management
believes that the risk of loss is significantlyuedd due to the quality and financial position of oustomers. No allowance for doubtful
accounts was deemed necessary at December 31ag6@®05.

Fixed asset

Property and equipment are stated at cost and defwé using the straight-line method over thewestiéd useful life of the assets,
generally three to five years. Leasehold improvemiare amortized over the shorter of the remaiténg of the related leases or the
estimated economic useful lives of the improvemdRépairs and maintenance are expensed as increpdeciation and amortization
expense for the years ending December 31, 2006, 200 2004 was $206,743, $147,129 and $123,01gectgely.
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INOVIO BIOMEDICAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Patent and license cos

Patents are recorded at cost and amortized uséngtthight-line method over the expected usefakliof the patents or 17 years,
whichever is less. Cost is comprised of the comatétn paid for patents and related legal costmdhagement determines that development
of products to which patent costs relate is nos@aably certain or that costs exceed recoveralileyauch costs are charged to operations.

License costs are recorded based on the fair wdloensideration paid and amortized using the gittaine method over the shorter of
the expected useful life of the underlying patemtthe term of the related license agreement.

Amortization expense for the years ending DecerBhef006, 2005 and 2004 was $542,900, $503,688%45@,027, respectively.

Cost method investments

Investments in corporate entities with less th@0% voting interest are accounted for under thé m@thod. We monitor these
investments for impairment and make appropriateggons in carrying values if we determine an impeint charge is required, based
primarily on the financial condition and near-tepnospects of these companies. As of December 3B &@re have been no impairments
noted.

The Company’s cost method investments consist nbrinvestments in two non-public companies of $0@6 and $25,000,
respectively, during the year ended December 306 20he fair value of the Company’s cost methoe#tments is not estimated if there are
no identified events or changes in circumstancasrttay have a significant adverse effect on thevidue of the investments. The Company
has determined, in accordance with SFAS Tl3¢losures about Fair Value of Financial Instruntenthat it is not practicable to estimate the
fair value of the investments because the cosshagestments are in non-public companies and tisere recognized exchange for which
these investments are sold.

Goodwill

Goodwill is tested for impairment on an annual basid between annual tests if indicators of patkimtipairment exist, using a fair-
value-based approach. No impairment of goodwill been identified during any of the periods presgnte

Intangible Asset

Intangible assets acquired as part of the InovimAduisition (see Note 15) are amortized usingstiaght-line method over their
estimated period of benefit, which is eighteen gefe evaluate the recoverability of intangiblestsgeriodically and take into account
events or circumstances that warrant revised et useful lives or that indicate that impairtnexists. The net carrying amount and
accumulated amortization of these intangible assdiecember 31, 2006 was $3,618,750 and $431r@§0ectively. The net carrying amo
and accumulated amortization at December 31, 2Q35$%8,843,750 and $206,250, respectively. We exptdtamortization expense for
these intangible assets to be approximately $225@0each of the years ended December 31, 20@B, ZD09, 2010 and 2011, respectively.
No impairment of intangible assets have been ifledtduring any of the periods present
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INOVIO BIOMEDICAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Long-lived assets

We review long-lived assets, including intangibdsets, for impairment whenever events or changeisdamstances indicate that the
carrying amount of an asset may not be recoversiele our current and historical operating anchcéew losses are indicators of
impairment, we believe the future discounted céshis to be received from the long-lived assets @ilteed the assets carrying value, and
accordingly, we have not recognized any impairnhesges through December 31, 2006.

Minority Interest

Pursuant to our October 2006 private placement|ARL subsidiary issued 2,201,644 ordinary shaoesutside investors which created
a minority interest (see Note 8). As a result @ thansaction, the Company retained a 75% owngiskgrest in our IAPL subsidiary with the
minority interest shareholders holding 25% as oféber 31, 2006.

Income taxe:

We account for income taxes using the liability nogt of tax allocation. Future income taxes aregatzed for the future income tax
consequences attributable to differences betweenairying values of assets and liabilities andt fiespective income tax bases. Future
income tax assets and liabilities are measuredjusiacted income tax rates expected to apply abtaxncome in the years in which
temporary differences are expected to be recovarsdttled. The effect on future income tax asaetsliabilities of a change in rates is
included in earnings in the period that includesehactment date. Future income tax assets analeztim the consolidated financial
statements if realization is considered more likbBn not.

Revenue recognitic

License fees comprise of initial fees and revererévdd from collaborative licensing arrangementiestone payments, and royalties
from future product sales. We have adopted a giyatéco-developing or licensing our gene deliviesghnology for specific genes or specific
medical indications. Accordingly, we have entenetd icollaborative research and development agretsnaeid have received funding for pre-
clinical research and clinical trials. Funding untteese agreements, which are non-refundable eamrded as revenue as the related research
expenditures are incurred pursuant to the terntiseohgreement and our involvement in the Jointaboltation Committee, and provided
collectibility is reasonably assured.

Non-refundable milestone payments continue to begeized upon the achievement of specified milestawhen we have earned the
milestone payment provided the milestone is sultisein nature and the achievement of the milesteag not reasonably assured at the
inception of the agreement. Payments for milestevigsh are not reasonably assured of being achiat#te time of signing the agreement
are treated as the culmination of a separate eggmirocess and are recognized as revenue wherildstanes are achieved. We defer
payments for milestone events which are reasoredsyred and recognize them ratably over the minimemnaining period of our
performance obligations.

We receive nomefundable grants under available government progr&overnment grants towards current expendianesecorded ¢
revenue when there is reasonable assurance thHaweecomplied with all conditions necessary to inecthe grants, collectibility is
reasonably assured, and as the expenditures ameddc
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INOVIO BIOMEDICAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Research and development expel

Since our inception, virtually all of our activiidhave consisted of research and development&figeted to developing our
electroporation technologies. We expense all supkrmrditures in the period incurred. Our expenskedea® to clinical trials are based on
services received and efforts expended pursuardritracts with multiple research institutions atidical research organizations that conduct
and manage clinical trials on our behalf. The friahterms of these agreements are subject to iaigotand vary from contract to contract
and may result in uneven payment flows. Genertilgse agreements set forth the scope of work frelfermed at a fixed fee or unit price.
Payments under the contracts depend on factorsasuttte successful enrollment of patients or tmepdetion of clinical trial milestones.
Expenses related to clinical trials generally axeriaed based on contracted amounts applied t@ et f patient enroliment and activity
according to the protocol. If timelines or conteaate modified based upon changes in the clinidlgrotocol or scope of work to be
performed, we modify our estimates accordingly @raspective basis.

Net loss per shar

Net loss per share is calculated in accordancetiitrinancial Accounting Standards Board’s (FASBitement of Financial
Accounting Standards (SFAS) No. 1Hrnings Per ShareBasic loss per share is computed by dividinggigloss for the year by the
weighted average number of common shares outstuaddiring the year. Diluted loss per share is caled in accordance with the treasury
stock method and reflects the potential diluticait thvould occur if securities or other contractsskue common stock were exercised or
converted to common stock. Since the effect oasmumed exercise of common stock options and otmfertible securities was anti-
dilutive for all periods presented, basic and @dlloss per share are the same.

The following table summarizes potential commorrstidhat were excluded from historical basic athatelil net loss per share
calculation because of their anti-dilutive effect:

As of As of
As of December 31, December 31,
December 31,

Common stock equivalents 2006 2005 2004
Options to purchase common stock 2,798,90( 1,141,26° 1,472,84:
Warrants to purchase common st 8,663,70( 5,648,03¢ 2,435,48
Convertible preferred stoc 1,177,95¢ 2,631,51: 1,605,38:
Non-vested common stock 45,000 — —
Total 12,685,55! 9,420,81! 5,513,70¢

Leases

Leases have been classified as either capitalenatipg leases. Leases which transfer substanghlbf the benefits and risks incidental
to the ownership of assets are accounted forthgiié was an acquisition of an asset and incurrehas obligation at the inception of the
lease. All other leases are accounted for as apgratases, wherein rental payments are expensiedwased with the exception of our San
Diego headquarter facility lease, which has esicgjgtayments and is expensed on a straight-lines lo&sr the term of five years. The annual
rent for this leased property is $433,901 in th&t fiwo years of the original lease term and $4&2 for the third and fourth years. The annual
rent for the fifth and final year of the originaldse term is $480,207. At the end of the origisasé term, we have the option of
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renewing this lease for an additional five-yeasteterm at an annual rate equal to the fair maekaal value of the property, as defined in the
lease agreement.

Share-based compensation

Effective January 1, 2006 we adopted SFAS No. 1p@éig the modified prospective application methidccordingly, stock-based
compensation cost is measured at the grant datedlmm the fair value of the award, and is recaghiés an expense over the employee’s
requisite service period. Because we elected tahesmodified prospective application method, rssidr prior periods have not been
restated. In March 2005, the Securities and Exob&@wnmission issued Staff Accounting Bulletin (SAR). 107, which provides
supplemental implementation guidance for SFAS N@(R). We have applied the provisions of SAB NofZ iDour adoption of SFAS
No. 123(R).

We estimate the fair value of stock options grantsidg the Black-Scholes option pricing model. Bigck-Scholes option pricing
model was developed for use in estimating theviaine of traded options, which have no vestingiegins and are fully transferable. In
addition, option valuation models require the inplbighly subjective assumptions, including th@eoted stock price volatility and expected
option life. We amortize the fair value of the adspn a straight-line basis. All options grantsarertized over the requisite service period
of the awards. Expected volatility is based ondmisal volatility. The expected life of options gtad is calculated using the simplified
method based on the terms and conditions of therapas provided in SAB No. 107. The risk-free iagt rate is based on the U.S. Treasury
yield in effect at the time of grant. The forfeiéuate is based on historical data and we recad-based compensation expense only for
those awards that are expected to vest.

For the purpose of calculating pro-forma informatimder SFAS No. 123 for periods prior to Januar®QD6, we accounted for
forfeitures as they occurred. Assumptions usetiérBlack-Scholes model are presented below:

Year Ended December 31

2006 2005 2004
Risk-free interest rate 4.68%-4.96% 3.97% 4.25%
Expected volatility 98%-109% 104% 110%
Expected life in year 6 6 6

Dividend yield — — —

Total compensation cost under SFAS No. 123(R) éorstock plans for the year ended December 31, 2236$1,199,941, of which
$279,067 was included in research and developmeeinses and $920,874 was included in general anchastrative expenses. As a result
of adopting SFAS No. 123(R), the Company’s lossifi@perations and net loss for the year ended Deee&ih 2006 is approximately
$1,199,941 greater than if the Company had contino@ccount for share-based compensation undesukting Principles Board (APB)
No. 25,Accounting for Stock Issued to Employessl related interpretations. Basic and diluteda®s per share for the year ended
December 31, 2006 is $(0.04) greater than if thea@any had continued to account for share-based eosapion under APB No. 25.

At December 31, 2006, there was $946,844 of tatedengnized compensation cost, related to unvestett options, which is expected
to be recognized over a weighted-average periathefyear.

Prior to January 1, 2006, we accounted for emplsyeek options under the measurement and recogmptiovisions of APB No. 25.
Accordingly, we recorded no share-based compemsatipense for
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employee stock option grants as all options grahtatlexercises prices not less than the fair mardate of the underlying stock on the date
of grant. In accordance with SFAS No. 128counting for Stock-Based Compensatige provided pro forma net loss and net loss petesha
disclosures for each period prior to the adoptib8AS No. 123(R) as if we had applied the faiueabased method in measuring
compensation expense for our share-based compamgédins. The following table illustrates the effen net loss attributable to common
stockholders as if the fair value-based methodidessh applied to all outstanding and unvested awdudeg the years ended December 31,
2005 and 2004.

Year Ended December 31
2005 2004

Net loss attributable to common stockholders, pented  $(26,362,62) $(11,705,33)
Deduct: Stock-based employee compensation expense

determined under fair value method for all aws (1,375,709 (1,538,66)
Pro forma net loss attributable to common stockéisd $(27,738,32) $(13,244,00)
Basic and diluted net loss attributable to common

stockholders per share, as repol $ (1.39) $ (0.66)
Basic and diluted pro forma net loss attributable t
common stockholders per shi $ (1.46) $ 0.79)

Recent accounting pronounceme

In July 2006, the FASB issued FASB Interpretatian K8, “Accounting for Uncertainty in Income Taxearnterpretation of FASB
Statement No. 109,” (FIN 48). FIN 48 prescribe®@mprehensive model for how a company should reeegmieasure, present, and disclose
in its financial statements uncertain tax posititiret it has taken or expects to take on a taxmefIN 48 will be effective for us on
January 1, 2007. Management is currently evaludtisgmpact of this interpretation and does noteexphe adoption of FIN 48 to have a
material impact on our consolidated financial steats.

In September 2006, the FASB issued SFAS No. 1530y Value Measurements,SFAS 157). SFAS 157 defines fair value, establist
framework for measuring fair value in accordancthwienerally accepted accounting principles, angards disclosures about fair value
measurements. The provisions of this standard appiyher accounting pronouncements that requipgeanit fair value measurements.
SFAS 157 becomes effective for us on January 18.20pon adoption, the provisions of SFAS 157 ared@pplied prospectively with
limited exceptions. The adoption of SFAS 157 isexqiected to have a material impact on our cors@iifinancial statements.

3. Financial Instruments

All of our financial instruments, including cashuigplents, accounts receivable, accounts payalileeacrued expenses have carrying
values that approximate fair value due to theiristerm nature.
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4. Major Customers and Concentration of Credit Risk

In May 2004, we announced that we had signed almolhtion and licensing agreement with Merck & @uc, (Merck) to develop and
commercialize our MedPuls&r DNA Delivery Systenhjeh will be developed for use with certain of MiéecDNA vaccine programs. This
development and commercialization agreement iscemsion of an initial evaluation agreement thas watablished in 2003. Under the terms
of the agreement, Merck receives the right to usepooprietary technology initially for two spedifantigens with an option to extend the
agreement to include a limited number of additidaedet antigens. We have received an upfront $iegrayment under this agreement, and
may receive milestone payments linked to the ssfekedevelopment of a product. Royalties would bggble on sales of a product utilizing
the device developed under the agreement. An ofgimmould be payable if Merck includes additiot@aet antigens in the agreement.
Under the agreement, Merck will be responsibleafbdevelopment costs and clinical programs. Duthgyyear ended December 31, 2006,
2005 and 2004, we recorded revenue under thisbmoldion and licensing agreement of $1,535,5402882 and $890,238, respectively.
also recorded a milestone payment from Merck fo@@®2,000 during 2005. In addition, as of Decemtier2®06 and 2005, $199,489 and
$187,606 of our total accounts receivable balafi&326,071 and $284,171, respectively, was attaibletto Merck.

In October 2006, we acquired various licenses,nsitend the rights to existing customer agreenfemts VValentis in exchange for
future cash payments of $540,000 and the settleofentoyalty obligation of $320,000. As part oistarrangement, the Company was
discharged of all other outstanding obligationsdnnection with a previous licensing arrangemamd, r@ceived approximately $159,000 of
funds previously held in escrow. During the yeateshDecember 31, 2006 we recorded revenue frormtialef $655,123. None of our total
accounts receivable balance as of December 31, ®a6@ttributable to Valentis.

During the year ended December 31, 2006 and 208%eworded revenue under our U.S. Army grant ageaeenf $898,932 and
$684,646, respectively.

5. Fixed Assets

Accumulated
depreciation

and Net book
Cost amortization value
As of December 31, 2006
Machinery, equipment and office furnitt $1,886,94t $(1,720,49) $166,44¢
Leasehold improvemen 677,74% (453,407)) 224,34
Equipment under capital leases 119,67 (119,67)) —

$2,684,35¢ $(2,293,57) $390,78¢

As of December 31, 2005

Machinery, equipment and office furnitt $1,972,85. $(1,695,36) $277,48¢
Leasehold improvemen 533,37 (435,257) 98,12¢
Equipment under capital leases 119,671 (119,67

$2,625,90. $(2,250,28Y) $375,61¢
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6. Patents and Other Assets, Net

As of As of
December 31, December 31,

2006 2005
Patent costs, net $2,420,51 $1,715,94(
License costs, nt 475,02¢ 300,15(C
Cost method investmen 150,00( —
Other 132,00( 132,00(

$3,177,54. $2,148,09(

Accumulated amortization of patent costs was $208®and 1,980,721 as of December 31, 2006 and, 28§5ectively. Accumulated
amortization of license costs was $723,755 and $800at December 31, 2006 and 2005, respectively.

7. Accounts Payable and Accrued Expenses

As of As of
December 31, December 31,

2006 2005
Trade accounts payable $ 555,32¢ $ 580,33
Accrued dividend: 16,11: 193,89!
Accrued compensatic 735,99: 541,93¢
Accrued lega 43,472 145,81¢
Accrued expenses 659,06¢ 402,96:

$2,009,97:  $1,864,93!

8. Stockholders’ Equity
Preferred stocl

On January 25, 2005, we consummated the acquigifitmovio AS, a Norwegian company. As part of thegjuisition, we issued
1,966,292 shares of Series D Preferred Stock. dEsolution or liquidation of the Company, Serie®i2ferred Stock holders are entitled to
the liquidation preference prior to any distributiof net assets to common shareholders at an araquat to $3.20 per share of preferred
stock, but are junior to Series C Preferred St8ele Note 15 to these consolidated financial statesier further discussion of this
acquisition. As of December 31, 2006 and 2005, 2,967 and 1,561,935 shares of Series D Prefergak S8tere outstanding, respectively.

On May 20, 2004, we closed a private preferredeshplacement and raised an aggregate of $10,901h833gh the sale of our Series C
Preferred Stock to institutional and accreditecestors. Each holder of Preferred Stock shall bid@mto the number of votes equal to the
number of shares of Common Stock into which sueheshof Preferred Stock could be converted ondberd date for the taking of a vote.
any event of our voluntary or involuntary liquidatj dissolution or winding up, before any distribatof our assets shall be made to or set
apart for the holders of Common Stock, the holdéiSeries C Preferred Stock shall be entitled ¢eire payment out of our assets in an
amount equal to $10,000 per share of Series C fPeef&tock plus any accumulated and unpaid dividehtle Series C Preferred Stock is
convertible into our common stock at a conversinoegpof $6.80 per share, and there is
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no escrow provision. As of December 31, 2006 ar@b2002 and 337 shares of Series C Preferred Stesfpectively, were outstanding.
Upon conversion, the Series C Preferred Stock andistg as of December 31, 2006 and 2005 would ¢omte 149,992 and 495,764 shares
of our common stock, respectively.

The holders of our Series C Preferred Stock aiezhto receive an annual dividend rate of 6%shiares of common stock or cash,
payable quarterly, through June 30, 2007. Thesdetids are payable in cash unless the closing pfioer common shares for the 20 trading
days immediately preceding the dividend paymerg daéqual to or greater than the conversion micch shares, in which event we may
elect to pay the dividends to the holders in comstogk. In 2006, 2005 and 2004, our Board of Doexteclared dividends to the holders of
our Series C Preferred Stock, which were paid thindhe issuance of our common stock, as well ds. despart of this dividend to the
holders of Series C Preferred Stock, in 2006 wd pash of $117,204 and $14,571 of accrued dividertdsh were converted into common
shares and warrants as part of our October 2006étprplacement. As part of this dividend we paishoaf $553,694 in 2005 and in 2004 we
issued 30,124 common shares valued at $133,69%addaash of $276,315.

Each holder received 35% warrant coverage at arcisgeprice of $8.80 per share exercisable thrddgh 10, 2009. Warrants grantec
holders of our Series C Preferred Stock entitlsglhiavestors the right to acquire 561,084 sharesioEommon stock. The placement agents
for the Series C Preferred Stock were also grawtdants entitling the agents to acquire 152,5Eeshof our common stock. Each
placement agent’s warrant entitles the holder tuae one share of common stock at a price of $pe8Ghare, exercisable through May 10,
2009. As of December 31, 2006, no warrants issaqihé of this Series C Preferred Stock offerindg been exercised.

On July 16, 2003 we closed a preferred share griglicement and raised an aggregate of $15,67G/@dgh the sale of $8,170,000 of
our Series A Preferred Stock and $7,500,000 ofSauwies B Preferred Stock, to institutional and edited investors.

The holders of our Series A and B Preferred Steckived an annual dividend rate of 6%, in share®wrfmon stock or cash, payable
quarterly. Holders of Series A and B Preferred Stwere entitled to receive this quarterly dividehtbugh September 30, 2006. These
dividends were payable in cash unless the closiitg pf our common shares for the 20 trading dayseédiately preceding the dividend
payment date was equal to or greater than the csioweprice of such shares, in which event we naxehelected to pay the dividends to the
holders in common stock. In 2006, 2005 and 2004 Bmard of Directors declared dividends to the boddbf our Series A and B Preferred
Stock, which were paid through the issuance ofconmmon stock and cash. As part of this dividenkdiolers of Series A and B Preferred
Stock, in 2006 we issued a total of 2,871 commameshvalued at $7,693, and paid $15,140 in cashis¥ded a total of 55,518 common
shares valued at $179,956 and cash of $60,2350& 20d 73,072 common shares valued at $322,39004. X here were no shares of
Series A or B Preferred Stock outstanding on Deaerih, 2006. As of December 31, 2005, 52 shar&eoés A Preferred Stock and 100
shares of Series B Preferred Stock remained oulisigun

Each holder received 40% warrant coverage at artisreprice of $3.00 per share exercisable thraludy 13, 2008. Warrants granted to
holders of our Series A and B Preferred Stock lerititese investors the right to acquire 2,433,0#8es of our common stock. The placement
agents for the Series A and B Preferred Stock aksegranted warrants entitling the agents to aeqtd7,060 shares of our common stock.
Each placement agent’s warrant entitles the hdttlacquire one share of common stock
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at a price between $2.40 and $2.80 per share,isabte through July 13, 2008. As of December 3D62Warrants to purchase 694,549
shares issued as part of this offering had beercisee, resulting in $1,975,710 of proceeds. Intauld we issued 39,041 shares of our
common stock valued at $116,500 as a placement &geim conjunction with the Series A and B PrefdrStock offering.

Upon dissolution or liquidation of the Company, Beries C Preferred Stock holders are entitledliquédation preference prior to any
distribution of net assets to common shareholders.

Common Stock

In October 2006, we completed a private placeméifit foreign investors, whereby we sold 4,074,06&rshk of our common stock and
issued warrants to purchase 1,425,919 shares afooumon stock which resulted in gross aggregate pesceeds of $9,900,003. A portior
this private placement involved investors who catea115.12 shares of Series C Preferred Stoclaad71 of accrued dividends into
479,722 shares of our common stock together witttamés to purchase 167,902 shares of our commak.s&dl warrants included in the
private placement have a term of five years ancereecisable at $2.87 per share. As of Decembe2(®16, no warrants issued in connection
with this private placement had been exercised.

Prior to completing the above financing, we incagted Inovio Asia Pte. Ltd. (IAPL), a whollywned subsidiary of the Company, in
Republic of Singapore and thereafter granted IARxclusive royalty-free license to use certaiowf intellectual property in exchange for
6,584,365 ordinary shares of IAPL. In March 200€,terminated our license agreement while retaitisghumber of ordinary shares.

In October 2006, IAPL completed a private placeniesuing and selling 2,201,644 of its ordinary ssdor cash in the amount
$5,349,995. Under the agreement, these ordinarngshieere exchanged for 2,201,644 shares of our aonstock and five-year warrants to
purchase up to 770,573 shares of our common stamk @xercise price of $2.87 per share on Janugrgdo?.

We recorded an imputed dividend charge of $1,8%li0%ctober 2006 related to the investors who eaed $1,151,200 of their
previous Series C Preferred Stock investment iii®) 244 shares of our common stock as part of otwligc 2006 private placement. This
imputed dividend charge was calculated using guidaontained in Emerging Issues Task Force (EI&)d No. 00-27Application of Issue
No. 9&5 to Certain Convertible Instruments

On December 30, 2005, we completed a private planenesulting in $15,795,080 in gross cash procdedsigh the sale of our
common stock to institutional and accredited ineesthat included Merck & Co. Inc. and Vical Inwvo of our strategic partners. At the
closing, we issued to the investors an aggrega®882,735 shares of common stock and warrantartthpse an aggregate of 3,462,451
shares of common stock, and received in exchanggd$s cash proceeds of $15,795,080; (2) an agtged 734 shares of outstanding
Series A, B and C Cumulative Convertible Prefe@atk; and (3) 1,142,593 shares of our outstanciimgmon stock. The common stock
issued was priced at $2.40 per share. The fivewaarants to purchase 35% of the number of shdresromon stock they acquired in the
offering were at an exercise price of approxima$y93 per share. As of December 31, 2006, no weriasued in connection with this
private placement had been exercised. As a rektiieaise by existing holders of our Preferred Sted Common Stock to acquire our
shares and warrants in this private placementeserded a non-cash imputed dividend charge of $8132 in our consolidated statement of
operations for the year ended December 31, 200S.ifiputed dividend charge was calculated usingauce
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contained in Emerging Issues Task Force (EITF)d$$0. 00-27, Application of Issue No. 98-5 to Cer@onvertible Instruments.

In January 2005, we completed a private placenteat¢redited investors whereby we sold 1,540,128eshof our common stock at a
purchase price of $4.05 per share and issued wan@purchase 508,240 shares of our common staok @xercise price of $5.50 per share,
which resulted in aggregate cash proceeds of $5087As of December 31, 2006, no warrants isssgzhé of this private placement had
been exercised.

A portion of this private placement involved invastwho converted $3,200,000 of their previous stwvent in our Series C Preferred
Stock into 790,123 shares of the common stock matlassociated cash proceeds to us. In conjunctitbrtiis private placement, we received
a subscription amount of $607,421 in cash in De@erid04 from one investor in advance of signingptieate placement agreement in
January 2005. At the signing, each investor praviokeyment for at least 20% of the subscription amhahe balance was to be due at the
earlier of (i) September 30, 2005 or (ii) the ocence of an “early triggering event,” as set farthhe agreement. The balance of the original
subscription amount, $4,990,000, was evidencedibbydcourse promissory notes from the investoDétember 2005, the investors of this
private placement either exercised their optiopadicipate in the December 30, 2005 offering, aésed above, or settled their balances
under the original transaction.

In September 2005, one investor converted $160088 previous investment in our Series C PreféBéock into 39,506 shares of our
common stock as part of this private placement.

We recorded an imputed dividend charge of $1,9&ii7danuary 2005, related to the investors whaedad $3,200,000 of their
previous Series C Preferred Stock investment i6y123 shares of our common stock as part of thvage placement.

In December 2006, we issued 45,000 fully vestedmomshares to an employee in exchange for serwécetered, and 45,000 common
shares which vest after three years in exchangeitiore services to be rendered. The fair valuhe$e shares was determined to be $3.15 pe
share which is the closing price on the date ofigra

In July and October 2006, we issued 25,000 and624c@mmon shares, respectively, to an outside ¢timgeompany in payment of a
non-refundable retainer in connection with the gegaent of its services.

In June 2006, we issued 86,956 common sharesdersing company in exchange for various paterdsosimer assets and a $50,000
shareholder note receivable.

Warrants

In addition to warrants granted in connection vaithn Common and Preferred Stock offerings, as d&sliabove, we have issued the
following additional warrants.

In connection with the leasing of our new corpotfeadquarters, we issued a warrant to purchas@®8ltares of our common stock at
$5.00 per share to the landlord of this leasedifiagn December 2004. This warrant is immediatekercisable and expires five years from
the date of issuance. This warrant was valued enl#éte of issuance using the Black-Scholes pricindel. The fair value of this warrant,
$120,913, will be recognized ratably over the fisgar term of the lease as rent expense. As of DieseeB1, 2006, this warrant remained
outstanding.
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On January 21, 2003, we entered into a $1,000,86@éloan with a major shareholder. Warrants tcpase 15,000 shares of our
common stock at $0.04 per share were grantedurofiénterest being charged to the loan. The wasrarere valued at $19,800 using a fair
value model and were charged to interest expendeetiruary 2003, the bridge loan was paid in fithyroceeds from the sale of the BTX
Division. During March 2004, all of such warranter& exercised.

On June 6, 2002, we granted warrants to a placeagamit to acquire 166,250 shares of common stackif@8 per share. In
September 2003, warrants to purchase 30,000 sbcesnmon stock were exercised totaling $56,400rass proceeds. In March 2005,
warrants to purchase 136,250 shares of common sterk exercised totaling $256,150 in gross proceeds

On September 15, 2000, we entered into an excllisease agreement with the University of Southridl Research Foundation, Inc.
(USF), whereby USF granted us an exclusive, wodévicense to USF's rights in patents and pateplications generally related to needle
electrodes (“License AgreementBursuant to the License Agreement, we granted W8Hta designees warrants to acquire 150,000 con
shares for $9.00 per share until September 14,.20flthe total warrants granted, 75,000 vesteti@tate of grant and the remainder will
vest upon the achievement of certain milestones.7Bh000 non-forfeitable vested warrants were vhate553,950 using the Black-Scholes
pricing model and were recorded as other assefsandtedit to additional paid-in capital. The reniag 75,000 warrants are forfeitable and
will be valued at the fair value on the date oftirgsusing the Black-Scholes pricing model. As @dember 31, 2006, no warrants issued in
connection with this licensing agreement had be@noised.

Stock options

We have one stock option plan, our 2000 Stock @d8lan (the “2000 Plan”), pursuant to which we gistack options to executive
officers, directors, employees and consultants. glae was adopted on July 31, 2000, approved bgtiekholders on August 7, 2000 and
approved by the stockholders as amended throughG2§06. As amended, the 2000 Plan covers 4,78@0&mon shares for issuance
upon exercise of options granted and to be grakteder the 2000 Plan, we had 898,619 shares of @mstock available for future grants
and options to purchase 2,728,402 shares outstpatiibecember 31, 2006. The options granted anithblafor future grant under the 2000
Plan generally have a term of ten years and vestaperiod of three years. The 2000 Plan termériayets terms on July 30, 2010.

The 2000 Plan supersedes all of our previous siptikn plans, which include our 1995 Stock OptidenPunder which we had options
to purchase 5,000 shares outstanding at Decemb@08& and our 1997 Stock Option Plan, under whiethad options to purchase 65,498
shares outstanding on December 31, 2006.

We account for options granted to non-employeexaordance with Emerging Issues Task Force (EITd=)98-18 Accounting for
Equity Instruments That Are Issued to Other Thaplégees for Acquiring, or in Conjunction with Seii Goods or Serviceand Statement
of Financial Accounting Standard (SFAS) No. 123®)are-Based PaymenThe fair value of these options at the measuréaees was
estimated using the Black-Scholes pricing model.

Total stock-based compensation for options gratttewn-employees for the years ended December@®B, 2005 and 2004, was
$202,604, $116,382 and $413,320, respectively.fAgember 31, 2006 and 2005, 336,937 and 251,@fiéns remained outstanding,
respectively.
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The following table summarizes the stock optionsstanding at December 31, 2006:

Options outstanding Options exercisable
Weighted-

average Weighted-
remaining average
Options contractual life Weighted average Options exercise

Exercise price outstanding (in years) exercise price exercisable price
$1.00-$2.00 520,06: 5.6 $ 1.5C 520,06: $ 1.5C
$2.01-$4.00 1,661,96! 7.8 $ 2.76 899,15: $ 2.7C
$4.02-$6.00 443,24¢ 7.0 $ 4.92 330,43 $ 4.98
$6.02-$8.00 103,12¢ 4.3 $ 6.3C 103,12t $ 6.3C
$8.01-$22.00 70,49¢ 1.5 $11.5¢€ 70,49¢  $11.5€
2,798,90( 7.0 $ 3.22 1,923,27: $ 3.2¢

At December 31, 2006, the aggregate intrinsic vafugptions outstanding was $1,921,390, the aggeeigainsic value of options
exercisable was $1,520,875 and the weighted aveesg@ining contractual term of options exercisabds 6.3 years.

At December 31, 2005, the aggregate intrinsic vafugptions outstanding was $522,929, the aggrag#iasic value of options
exercisable was $476,407 and the weighted aveeagaining contractual term of options exercisable & years.

Stock option activity under our stock option plaves as follows:

Weighted-average

Number of
shares exercise price
Balance, December 31, 2003 1,809,36¢ $ 272
Granted 624,37¢ 4.58
Exercisec (140,827 (1.92
Cancelled (199,210 (5.93)
Balance, December 31, 2004 2,093,71: 3.47
Granted 622,00( 3.77
Exercisec (34,980) (2.70)
Cancelled (296,84%) (3.68)
Balance, December 31, 2005 2,383,88t¢ 3.55
Granted 872,75( 2.56
Exercisec (148,62¢) 1.69
Cancelled (309,110 4.64
Balance, December 31, 2006 2,798,90( $ 3.22

The weighted average exercise price was $5.53h&167,687 options which expired during the yealedrDecember 31, 2006, $4.24
for the 139,913 options which expired during tharyended December 31, 2005 and $8.02 for the 11@&p8ons which expired during the
year ended December 31, 20
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The weighted average grant date fair value peresivas $2.18 for options granted during the yeaedrecember 31, 2006, $3.05 for
options granted during the year ended Decembe2@®15 and $3.47 for options granted during the geaed December 31, 2004.

The aggregate intrinsic value of options exercisad $158,042 during the year ended December 35, 332,556 during the year enc
December 31, 2005 and $424,069 during the yeardeDdeember 31, 2004.

A summary of the Company’s nonvested shares agoémber 31, 2006 and activity during the year i®bows:

Number of Weighted-average

shares grant-date fair value
Nonvested at January 1, 20 — $ —
Granted 90,00( 3.15
Vested (45,000 3.15
Forfeited — —
Nonvested at December 31, 2( 45,00(¢ $3.15

As of December 31, 2006 there was $139,337 of tote#cognized compensation cost related to nonyes$tare-based compensation
arrangements. That cost is expected to be recatjoizer a weighted-average period of 3 years.

9. Commitments

Rent expense was $488,774, $553,229, and $37 %7 &Bef years ended December 31, 2006, 2005 and &&pkctively. This amount
is net of sublease income of $37,950 in 2006. Waatdave any active leases under capital leasagements. As of December 31, 2006,
future minimum lease payments under non-cancelgi#eating leases are as follows:

2007 $ 489,22
2008 491,98¢
2009 499,49(
2010 80,471
2011 —
Thereafter —
Total $1,561,17¢

In the normal course of business, we are a paréyTariety of agreements pursuant to which we neaghdigated to indemnify the other
party. It is not possible to predict the maximuntgmbial amount of future payments under these tgb@greements due to the conditional
nature of our obligations and the unique facts @rmimstances involved in each particular agreemdistorically, payments made by us
under these types of agreements have not had aiahaféect on our business, results of operatimnfinancial condition.
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10. Income Taxes

As of December 31, 2006, we had federal and Califoncome tax net operating loss carryforwardapgroximately $77,015,000 and
$46,886,000, respectively. The federal loss carméods will begin to expire in 2008 unless previgugilized. The California loss
carryforwards will continue to expire in 2007. Tdi&erence between the federal and California teslcarryforwards is primarily attributal
to the capitalization of research and developmepéeses for California income tax purposes and@8% to 60% limitation of California los
carryforwards. In addition, we have federal resedsx credit carryforwards of approximately $1,Z87, which will continue to expire in
2007 unless previously utilized, and Californisei@eh tax credit carryforwards of approximately %632 which do not expire. At
December 31, 2006, the Company had foreign taxdasyforwards related to the acquisition of InoRid. of approximately $3,597,507.
The foreign net operating loss carryforwards begiexpire in 2011. Future realization of this asg#itresult in a reduction to the extent of
any remaining goodwill, then to any remaining Idegm intangibles, and the remainder, in any aslaaton of income tax expense.

Pursuant to Internal Revenue Code Sections 383&Bdannual use of the subsidiary’s net operatisg hnd credit carryforwards may
be limited because of a cumulative change in ovnersf more than 50%.

Significant components of our deferred tax assadsliabilities as of December 31, 2006 and 2005shmvn below:

As of As of
December 31, December 31,
2006 2005
Deferred tax asset
Capitalized research exper $ 785000 $  411,00(
Net operating loss carryforwar 30,650,001 28,510,001
Research and development and other tax cr 1,732,00( 1,596,00(
Other 3,001,00( 1,080,00(
36,168,001 31,597,001
Valuation allowance (36,168,00)  (31,532,00I)
Total deferred tax assets — 65,00(
Deferred tax liabilities
Difference between book and tax basis for patedt an
license cost — (65,000)
Acquired intangibles (1,013,25() (1,076,25()
Net deferred tax liabilitie $ (1,013,250 $ (1,076,250

We have established a valuation allowance forefitigled tax assets, including those for net opggdtiss and tax credit carryforwards.
Such a valuation allowance is recorded when itasentikely than not that the deferred tax asselisnet be realized.

The net deferred tax liability of $1,013,250 aPeicember 31, 2006, resulted from the acquisitiomofio AS, (see Note 15) and
reflects the net effect of a temporary differeneéaeen the carrying amount of intangible asset$ifiancial reporting purposes and the
amount used for income tax purposes. This liability be amortized over the life of the underlyimgangibles, which is 18 years, and will be
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accounted as an income tax recovery. The recoticili@af income tax attributable to operations cotepat the statutory tax rates to income
tax expense (recovery), using a 35% statutorydse is:

Year ended Year ended Year ended
December 31, December 31, December 31,
2006 2005 2004

Income taxes at statutory rates $(4,368,000 $(5,374,00) $(3,841,001()
State income tax, net of federal ben (659,000 (676,000 (625,000)
Change in valuation allowan: 4,636,00( 4,486,00( 4,674,00(
Write off of in-process research and developn — 1,166,00( —
Other 328,00( 340,00( (208,000

$ (63,000 $ (58,000 $ —

The income tax recovery has been recorded as atfeduo general and administrative expensessasffiect is immaterial.

11. 401(k) Plan

In 1995, our U.S. subsidiary adopted a 401(k) P&tiaring Plan (the “Plan”) covering substantialllyof its employees in the U.S. The
defined contribution plan allows the employeesdotdbute a percentage of their compensation eaah. YWe currently match 50% of our
employees’ contributions, up to 6% of their anm@hpensation. This contribution is recorded as egpén the accompanying consolidated
statements of operations as incurred. Our contdbstare invested in our common shares on behélifeoparticipants.

Our contributions to the Plan totaled $44,529, $6Q,and $23,410 for the years ended December 86, 2005 and 2004, respectively.

12. Segment Information

Pursuant to our acquisition of Inovio AS (see NI, the Company operated in the United StatesEamdpe. Revenues are attributable
to the geographical area based on the locationeo€tistomer. During the years ending December@16 Pevenues in Europe and the United
States totaled $261,935 and $3,206,243, respegtiaetl during the year ending December 31, 2008maes in Europe and the United States
totaled $379,250 and $5,088,003, respectively. Homgl assets within the United States consist grily of patents and other intellectual
property. Long-lived assets outside the UnitedeStabnsist primarily of goodwill and intangible etss As of December 31, 2006, long-lived
assets in Europe and the United States totaled$,894 and $2,895,543, respectively, and as of dbee 31, 2005, long-lived assets in
Europe and the United States totaled $8,187,05%2ar888,997, respectively.

13. Related Party Transactions

During the years ended December 31, 2006, 200204, we made payments of $4,828, $20,930 and $44.1respectively, for legal
services formerly provided by Catalyst Corporateiers, where one of the former partners is the i@t of our company. There was
$34,470 of expenses paid to Catalyst Corporate kasvgnd included in share issuance costs for thegreled December 31, 2004. There
were no such expenses in the years ended Decerhpb20@6 and 2005. All transactions are recordddeat exchange amounts.
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In March 2004, we announced the selection of Qemflransnational Corp., a global pharmaceutigaliees organization, as the clini
research organization (CRO) for our clinical trisighe U.S. and Europe. In addition, the investiai#vision of this CRO, Qfinance, Inc., is
an investor in our Series A, B and C Preferred IStBairing the year ended December 31, 2006, Qeamc. converted 50, 100 and 109
shares respectively, of our Series A, B and C PredeStock into a total of 725,788 of our commoarsh. Total clinical trial expenses paid to
Quintiles Transnational Corp. for the years endeddinber 31, 2006, 2005, and 2004, were $371,0184$521 and $692,124, respectively.

14. Supplemental Disclosures of Cash Flow Informath

Year ended
Year ended Year ended December 31,
December 31, December 31,
2006 2005 2004

Supplemental schedule of financing activiti
Imputed dividends on preferred stc $1,851,05¢ $10,271,88! $ —
Common stock issued in connection with declared@ldivds on

preferred stocl $ 2226/ $ 179,90C $456,09(
Cashless exercise of warra $ — 3 43 3 40
Conversions of preferred stock to common sf $ 1,764  $ 3944 $ 1,741
Issuance of series D preferred stock for Inovioasguisition $ —  $ 7,90449: % —
Issuance of common stock for patents and othets $ 12892: $ — $ =
Issuance of common stock in exchange for sharehalute

receivable $ 86,03 $ — 8 —
Leasehold improvements financed by land| $ 172,05¢ $ —  $ —
Investment received in exchange for licensing agese $ 125,000 $ — $ —

15. Inovio AS Acquisition

On January 25, 2005, we consummated the acquigifitmovio AS, a Norwegian company (the “Acquisitfy. The Acquisition expanc
our intellectual property in electroporation, exgathe number of agreements with major pharmaaddmpanies, and provides for the
near-term initiation of a Phase I/Il DNA vaccinén@al trial. Inovio AS is a complement to our diig electroporation therapy program.
Under the terms of the transaction, we acquirectiige share capital of Inovio for an aggregateipase price of $10,904,494; $3,000,00
the purchase price consisted of cash and $7,904@®lsted of shares of our Series D Convertibéddpred Stock, par value $0.001 per
share, net of transaction costs. We issued 1,986&R8res of the Series D Preferred Stock in tmsée@tion, based on the average closing
of our common stock as reported on the AmericackSExchange during the 30 trading day period immetly preceding the closing. As of
December 31, 2006, 938,325 shares of the SeriegferRed Stock had been converted into 938,32%sta&rour common stock.

When valuing the Series D Preferred Stock issugmhesof the Acquisition for accounting purposes, fallowed guidance set forth in
SFAS No. 141Business CombinationdJnder SFAS No. 141, the fair value of securitgssied as part of an acquisition should be valued
based on the market price of those securities feaaonable period before and after the date lieaerms of the acquisition are agreed to and
announced. For purposes of valuing the Series E2iPegl Stock issued as part of the Acquisition,used an average fair value of $4.02 per
share of Series D Preferred Stock. This averagebasesd on the

F-25




INOVIO BIOMEDICAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

closing prices of the our common stock on eactefthree days prior to the Acquisition, the dayAofuisition and the three days following
the Acquisition.

Those shareholders of Inovio AS who received shafr&eries D Preferred Stock in the transactioa {8eries D Holders”) will also be
entitled to additional issuances of Series D PreteBtock in the event we achieve certain strat@giccommercial milestones, as set forth in
the Stock Purchase Agreement and summarized bblome of the following milestones were achieved:

. In the event that we received payment commitmeiés least $8,000,000, of which at least $1,000,808t be in the form of
upfront payments, through the signing of contrawislving Inovio AS’ technology through Septembé&, 2006, we were required
to issue an additional $2,000,000 of Series D PredeStock to the shareholders of Inovio AS (“tlee@d Payment”). The value of
each share of Series D Preferred Stock issuednnemtion with the Second Payment would have equbkdverage of the closing
price of our common stock as reported on the Anaeritock Exchange during the 30 day trading penodediately preceding the
Second Payment date.

. In the event that we received payment commitmeh#s lzast $16,000,000 (including the $8,000,00pagment commitments
noted above), of which at least $2,000,000 (inecigdhe $1,000,000 in upfront payments noted abowest be in the form of
upfront payments, through the signing of contrawislving Inovio AS’ technology through Septembé&, 2006, we were required
to issue an additional $1,000,000 of Series D PredeStock to the shareholders of Inovio AS (“therd Payment”). The value of
each share of Series D Preferred Stock issuednnemtion with the Third Payment would have equéttedaverage of the closing
price of our common stock as reported on the Anaeristock Exchange during the 30 day trading penodediately preceding the
Third Payment date.

Under the purchase method of accounting, the totasideration as shown in the table below was afkgtto Inovio AS’ tangible and
intangible assets and liabilities based on theimeded fair values as of the date of the comptetibthe Acquisition. The total consideration
was as follows:

Fair value of Series D Preferred Stock iss $ 7,904,49:
Cash 3,000,00(
Transaction costs 121,515
Total consideration $11,026,01:

The allocation of the above purchase price is bgvis:

Fair value of net tangible assets acquired andlitiab assumet $ 487,41:
Fair value of identifiable intangible assets aced 7,382,00(
Deferred tax liabilities (1,134,000)
Goodwill 4,290,59:
Total purchase price allocation $11,026,01;

Inovio AS’ results of operations for the periodrfrdhe date of acquisition (January 25, 2005) thnoDgcember 31, 2005, were included
in our consolidated statement of operations foryder ended December 31, 2005. Identifiable acduirengible assets include in-process
research and development of
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$3,332,000, and an intangible asset related toiextjoontracts and intellectual property of appneadely $4,050,000. The $3,332,000
assigned to acquired in-process research and geweltt was recorded as an expense in the consaig&ment of operations for the year
ended December 31, 2005.

The following unaudited pro forma financial infortitan combines the results of operations of InoviorBedical Corporation and Inovio
AS assuming the Acquisition was consummated onalgri 2004. The pro forma results are not necidgdadicative of what would have
occurred if the Acquisition had been in effecttioe periods presented. In addition, they are rtenited to be a projection of future results
do not reflect any synergies that might be achidveth combined operations.

Year Ended December 31

2006 2005 2004(1)
Revenue $ 3,468,17¢ $ 5,467,25! $ 1,429,98:
Net loss attributable to commu
stockholders $(14,484,78) $(23,331,20) $(16,269,25)
Net loss per share attributable to comr
stockholders $ (0.46) $ (123 $ (0.83)

(1) Includes the effect of the $3,332,000 chargeafmuired in-process research and development.
16. Quarterly Financial Information (Unaudited)

The following unaudited quarterly financial infortitm reflects all normal recurring adjustments, evhare, in the opinion of
management, necessary for a fair statement oethdts of the interim periods. The four quartersfer share figures may not add for the »
because of the different number of shares outstgndliring the year. Summarized unaudited quartiata for the years ended December 31,
2006 and 2005, are as follows:

Quarter Ended Quarter Ended Quarter Ended Quarter Ended
December 31, September 30, June 30, March 31,
2006 2006 2006 2006
Revenue $ 1,531,66¢ $ 575,82¢ $ 662,69( $ 697,99:
Net loss (3,387,619 (3,408,88)) (3,048,77() (2,633,86()
Imputed and declared dividends on
preferred stocl (1,867,17() (31,706) (34,427 (72,365)
Net loss attributable to commu
stockholders (5,254,78)) (3,440,58) (3,083,19) (2,706,22)
Amounts per common share—basic ¢
diluted:
Net loss $ 0.100 % (0.11) $ (0.100 % (0.09)
Imputed and declared dividends on
preferred stoc| (0.05) (0.00) (0.00) (0.00)
Net loss attributable to commu
stockholder: $ (0.15) % 0.11) % 0.100 $ (0.09)
Weighted average number of commo
share—basic and dilute 34,902,99i 30,902,64: 30,568,36! 29,621,37.
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Quarter Ended Quarter Ended Quarter Ended Quarter Ended
December 31, September 30, June 30, March 31,
2005 2005 2005 2005
Revenue $ 82923t $ 724,48( $ 2,951,61¢ $ 961,92
Net loss (3,035,249 (2,990,799 (2,131,009 (7,139,799
Imputed and declared dividends on
preferred stocl (8,523,009 (199,64¢) (197,62¢) (2,145,49)
Net loss attributable to commu
stockholders (11,558,257 (3,190,44°) (2,328,63)) (9,285,29()
Amounts per common share—basic ar
diluted:
Net loss $ (0.16) $ (0.16) $ 011 % (0.398)
Imputed and declared dividends on
preferred stocl (0.44) (0.01) (0.01) (0.12)
Net loss attributable to commu
stockholder $ (0.60) $ 0179 $ 0120 $ (0.50)
Weighted average nhumber of common
share—basic and dilute: 19,293,91! 19,083,98: 19,022,47. 18,628,24!

The net loss for the quarter ended March 31, 2G6kides the recorded in-process research and gewelt expense of $3,332,000
related to the Inovio AS acquisition (see Note 15).
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Exhibit 4.24
EXHIBIT A

THIS WARRANT AND THE SECURITIES REPRESENTED HEREBY HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, AND MAY NOT BE OFFERED, SOLD, ASSIGNED OR TRANSFERRED, IN THE
ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT UNDE R SAID ACT OR UNLESS THE COMPANY HAS
RECEIVED AN OPINION OF COUNSEL REASONABLY SATISFACT ORY TO THE COMPANY THAT REGISTRATION
UNDER SAID ACT IS NOT REQUIRED, AND THE TRANSFEREE HAS COMPLIED WITH THE REQUIREMENTS OF
SECTION 3.1 HEREOF.

Warrant No. W-2006-WT-
COMMON STOCK PURCHASE WARRANT

To Purchasé¢ Bhares of Common Stock of
INOVIO BIOMEDICAL CORPORATION

THIS IS TO CERTIFY THAT e, or its registered asssgfthe “ Holder"), is entitled, during the Exercise Period (asdieafter
defined), to purchase from Inovio Biomedical Cogimn, a Delaware corporation (the * Compé&hythe Warrant Stock (as hereinafter
defined and subject to adjustment as provided hgngi whole or in part, at a purchase price oB82%er share, all on and subject to the terms
and conditions hereinafter set forth.

1. Definitions As used in this Warrant, the following terms ddle respective meanings set forth below:

“ Appraised Valu€ means, in respect of any share of Common Stocknyndate herein specified, the fair saleable vafimich
share of Common Stock (determined without givirfgetfto the discount for (i) a minority interest(@y any lack of liquidity of the Common
Stock or to the fact that the Company may havelassof equity registered under the Exchange Asctifahe most recent practicable date,
based on the value of the Company on a fully-dilliasis, as determined by a nationally recogni@edstment banking firm selected by the
Company'’s Board of Directors and having no pridatienship with the Company (the fees of which Ebalpaid by the Company).

“ Business Day means any day except Saturday, Sunday and anthdaghall be a legal holiday or a day on whichkirg
institutions in the State of California generalhg authorized or required by law or other governnagtions to close.

“ Change of Contral means the (i) acquisition by an individual ordt@ntity or group (as set forth in Section 13(thhe Exchange
Act) of more than one-half of the voting rightsemuity interests in the Company; or (ii) sale, aayance, or other disposition of all or
substantially all of the assets, property or bussngf the Company or (iii) the merger into or cdiglstion with any other corporation (other
than a wholly owned subsidiary corporation wheee@ompany is the surviving entity) or (iv) effedioa of any transaction or series of
related transactions where holders of the Comparotiag securities prior to such transaction or




series of transactions fail to continue to holékast 50% of the voting power of the Company.
“ Closing Date” means the date on which this Warrant is duly exed by the Company and delivered to the Holdegedfer

“ Commission” means the Securities and Exchange Commissionyother federal agency then administering the Stesi Act
and other federal securities laws.

“ Common StocK means (except where the context otherwise indg)ahe Common Stock, $0.001 par value per shatkeo
Company as constituted on the Closing Date, andtapifal stock into which such Common Stock mayeager be changed or converted,
and shall also include shares of common stock piacessor or acquiring corporation (and/or ORreperty) received by or distributed to
the holders of Common Stock of the Company in ilmimstances contemplated by Section 4.4.

“ Current Market Pricé& means, in respect of any share of Common Stockmyndate herein specified,

Q) if there shall not then be a publiarket for the Common Stock, the higher of
() the book value per share of Common Stock dt date, and
(b) the Appraised Value per share of Common Stoskieh date,

or

(2) if there shall then be a public marfioe the Common Stock, the higher of (x) the beakue per share of Common Stock at
such date, and (y) the average of the daily mamkeés for the 20 consecutive Trading Days immedijatefore such date. The daily market
price (the “ Daily Market Pric#) for each such Trading Day shall be (i) the ahgsprice on such day on the principal stock exckhang
(including Nasdaq) on which such Common Stock éntlisted or admitted to trading, or quoted, adiegple, (ii) if no sale takes place on
such day on any such exchange, the last reporsthgl price on such day as officially quoted on amgh exchange (including Nasdaq), (iii)
if the Common Stock is not then listed or admiti@trading on any stock exchange, the last repafieging bid price on such day in the over-
the-counter market, as furnished by the Nationalomtion of Securities Dealers Automatic Quotafiystem or the National Quotation
Bureau, Inc., (iv) if neither such corporationfa time is engaged in the business of reporting ptices, as furnished by any similar firm
then engaged in such business, or (v) if ther@isuch firm, as furnished by any member of the NA®I2cted mutually by the Holder and
the Company or, if they cannot agree upon sucltsefe as selected by two such members of the NASIB,of which shall be selected by
Holder and one of which shall be selected by then@amy.

“ Current Warrant Price means, in respect of a share of Common Stockytate herein specified, the price at which aeslofr
Common Stock may be purchased pursuant to thisaiaon such date. Until the Current Warrant Piscadjusted pursuant to the terms
herein, the initial Current Warrant Price shall##87 per share of Common Stock.




“ Exchange Act’ means the Securities Exchange Act of 1934, as aaded any similar federal statute, and the rutesragulation:
of the Commission thereunder, all as the same bhadl effect from time to time.

“ Exercise Period means the period during which this Warrant isreiable pursuant to Section 2.1.

“ Expiration Date” means January 14, 2011.

“NASD " means the National Association of Securities Beglinc., or any successor corporation thereto.

“ Other Property has the meaning set forth in Section 4.4.

“ Person” means any individual, sole proprietorship, parshé, joint venture, trust, incorporated orgarizatassociation,
corporation, limited liability company, institutippublic benefit corporation, entity or governménhether federal, state, county, city,

municipal or otherwise, including, without limitati, any instrumentality, division, agency, bodydepartment thereof).

“ Securities Act’ means the Securities Act of 1933, as amendednyisimilar federal statute, and the rules andlegigms of the
Commission thereunder, all as the same shall b&ect at the time.

“ Securities Purchase and Exchange Agreerhergans that certain Securities Purchase and EgehAgreement dated as of
September 15, 2006 among the Company, its subgilfiavio Asia Pte. Ltd., and the other parties ndrteerein, pursuant to which this
Warrant was originally issued.

“ Trading Day” means any day on which the primary market on Wisicares of Common Stock are listed is open fdirga

“ Warrants” means this Warrant and all warrants issued upamster, division or combination of, or in substiitn for, any thereof.
All Warrants shall at all times be identical aggoms and conditions and date, except as to thdeauof shares of Common Stock for which
they may be exercised.

“ Warrant Pricé’ means an amount equal to (i) the number of shdr€smmon Stock being purchased upon exercise siarran
pursuant to Section 2.1, multiplied by (ii) the @t Warrant Price.

“ Warrant Stock’ means the ¢ shares of Common Stock to be puechagon the exercise hereof, subject to adjustageptovided
herein.

2. Exercise of Warrant

2.1. Manner of Exercisé&rom and after the Closing Date, and until 5:0@.PCalifornia time, on the Expiration Date (the “
Exercise Period), the Holder may exercise this




Warrant, on any Business Day, for all or any pathe number of shares of Warrant Stock purchadadleunder.

In order to exercise this Warrant, in whole or artpthe Holder shall deliver to the Company aptiscipal office or at the office or
agency designated by the Company pursuant to $etdip(i) a written notice of Holdex’election to exercise this Warrant, which noticall:
specify the number of shares of Warrant Stock tpurehased, (ii) payment of the Warrant Price aviged herein, and (iii) this Warrant.
Such notice shall be substantially in the formhaf subscription form appearing at the end of thisraht as Exhibit A duly executed by the
Holder or its agent or attorney. Upon receipt tbérthe Company shall, as promptly as practicaduhel, in any event within three Business
Days thereafter, execute or cause to be executedeiver or cause to be delivered to the Holdeertificate or certificates representing the
aggregate number of full shares of Warrant Stoskable upon such exercise, together with casleindf any fraction of a share, as
hereinafter provided. The stock certificate orifieetes so delivered shall be, to the extent gadesin such denomination or denominations as
the Holder shall request in the notice and shatiggstered in the name of the Holder or such atlaene as shall be designated in the notice.
This Warrant shall be deemed to have been exereisgduch certificate or certificates shall be degbo have been issued, and the Holder or
any other Person so designated to be named trsdalihbe deemed to have become a Holder of redasdah shares for all purposes, as of
the date when the notice, together with the payraktite Warrant Price and this Warrant, is receimgdhe Company as described above. If
this Warrant shall have been exercised in partCiiapany shall, at the time of delivery of the ifiedte or certificates representing Warrant
Stock, deliver to the Holder a new Warrant evidegdhe rights of the Holder to purchase the unpasel shares of Common Stock callec
by this Warrant, which new Warrant shall in all etiespects be identical with this Warrant, ohatrequest of the Holder, appropriate
notation may be made on this Warrant and the satnened to the Holder.

Payment of the Warrant Price may be made at thieropf the Holder by: (i) certified or official b&rcheck payable to the order of
the Company, or (ii) wire transfer to the accourthe Company. All shares of Common Stock issuaplen the exercise of this Warrant
pursuant to the terms hereof shall be validly idsared, upon payment of the Warrant Price, shalulhe paid and nonassessable.

2.2. Mandatory ExerciseThe Company may request that the Holder exethiséVarrant (the “ Mandatory Exerci8ewithin
thirty (30) Business Days after the date of the tédiary Exercise Notice (as defined below) by delivgga written notice to the Holder at
such address as the Holder shall have providdset@€bmpany in writing pursuant to Section 14.2 bifine “ Mandatory Exercise Notice;
provided that (i) the Daily Market Price for twer(80) of the thirty (30) Trading Days ending on tlegte of the Mandatory Exercise Notice
(as defined below), is equal to or greater tharP280the Current Warrant Price, (ii) sufficient sbsof Common Stock of the Company are
authorized and reserved for issuance upon thexeltcise of this Warrant, and (iii) the Registratfstatement (as such term is defined in the
Registration Rights Agreement) shall be effectoxgrent and available for use by the Holder in @mtion with sales of the Warrant Stock at
all times from the date of the Mandatory Exercisgide through the Mandatory Exercise TerminatioteDand (iv) the Company is not in
default of any material provision of any Transactidocument (as defined in the Securities Purchase




and Exchange Agreement). The Mandatory Exercigee@lshall set forth the Current Warrant Price dreDaily Market Price for each of
the previous twenty (20) Trading Days immediatalygeding the date of the Mandatory Exercise Naiwe shall state that this Warrant may
be exercised in conformity with this Section 2.2hii thirty (30) Business Days. The last day daftsthirty-Business Day period is
hereinafter referred to as the “ Mandatory Exerg@isamination Daté. To the extent the Holder fails to exercise Miarrant by 5:00 pm
California time of the Mandatory Exercise TerminatDate, then (i) this Warrant shall be deemed iteatad for all purposes and (ii) the
Holder shall deliver to the Company this Warrantkad “cancelled” (but the failure of the Holderdeliver this Warrant to the Company for
cancellation shall not affect the termination attWarrant as of the Mandatory Exercise Terminabate).

2.3. Fractional Share$he Company shall not be required to issue difnaal share of Common Stock upon exercise of any
Warrant. As to any fraction of a share which théddoof one or more Warrants, the rights under Wiaire exercised in the same transaction,
would otherwise be entitled to purchase upon suencise, the Company shall pay an amount in cashleq the Current Market Price per
share of Common Stock on the date of exercise phigli by such fraction.

3. Transfer, Division and Combination

3.1 TransferThe Warrants and the Warrant Stock shall be teazisle, subject to compliance with all applicalales,
including, but not limited to the federal and sts¢eurities laws, and the following limitationd, dt the time of the surrender of this Warrant
in connection with any transfer of this Warrantlwe resale of the Warrant Stock, this Warrant erfarrant Stock, as applicable, shall no
registered under the Securities Act, the Company mequire, as a condition of allowing such transf@rthat the Holder or transferee of this
Warrant or the Warrant Stock as the case may baisfuto the Company a written opinion of counbal iis reasonably acceptable to the
Company to the effect that such transfer may beemathout registration under the Securities Adj,tliat the Holder or transferee execute
and deliver to the Company an investment lettéoim and substance acceptable to the Company dsdasially in the form attached as
Exhibit Chereto and (iii) that the transferee be (A) an fadited investoras defined in Rule 501(a) promulgated under then$exs Act, (B
a non-US Person (within the meaning of Regulatigmd®nulgated under the Securities Act, or (C) ditigtk of the Holder, as defined and
applied under Rule 501(b) of Regulation D underSkeurities Act. Transfer of this Warrant andriglhts hereunder, in whole or in part, in
accordance with the foregoing provisions, shaltdggstered on the books of the Company to be maedaor such purpose, upon surrender
of this Warrant at the principal office of the Coamy referred to in Section 2.1 or the office orragyedesignated by the Company pursuant to
Section 12, together with a written assignmenhdf YWarrant substantially in the form of Exhibitreto duly executed by the Holder or its
agent or attorney and funds sufficient to pay aagdfer taxes payable upon the making of suchfeardpon such surrender and, if required,
such payment, the Company shall execute and delimew Warrant or Warrants in the name of the assi@r assignees and in the
denomination specified in such instrument of agsigmt, and shall issue to the assignor a new Wagnadéncing the portion of this Warrant
not so assigned, and this Warrant shall promptlgarecelled. Following a transfer that complies wiite requirements of this Section 3.1, the
Warrant may be exercised by a new Holder for thelmse of shares of Common Stock regardless othehdte Company issued or
registered a




new Warrant on the books of the Company.

3.2. Restrictive Legend&ach certificate for Warrant Stock initially iggsiupon the exercise of this Warrant, and each
certificate for Warrant Stock issued to any subsegitransferee of any such certificate, unleseach case, such Warrant Stock is eligible for
resale without registration pursuant to Rule 144ider the Exchange Act or has been registeredr amdeffective registration statement for
resale, shall be stamped or otherwise imprintet lggends in substantially the following form:

“THE SECURITIES EVIDENCED BY THIS CERTIFICATE HAVENOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (TOGETHER WITH THE REGULATIONS PROJLGATED THEREUNDER, THE “SECURITIES ACT")OR
ANY STATE OR OTHER SECURITIES LAWS, AND MAY NOT BSOLD, OFFERED FOR SALE, ASSIGNED, TRANSFERRED,
PLEDGED, ENCUMBERED OR OTHERWISE DISPOSED OF WITHMKHE UNITED STATES (AS THAT TERM IS DEFINED IN
REGULATION S PROMULGATED UNDER THE SECURITIES ACOR TO A U.S. PERSON (AS THAT TERM IS DEFINED IN
REGULATION S) IN THE ABSENCE OF AN EFFECTIVE REGI®RATION STATEMENT FILED UNDER SAID ACT AND ANY
APPLICABLE STATE SECURITIES LAWS, UNLESS AN EXEMPOIN FROM SUCH REGISTRATION IS AVAILABLE.
HEDGING TRANSACTIONS INVOLVING SUCH SECURITIES MAWOT BE CONDUCTED UNLESS IN COMPLIANCE WITH
THE SECURITIES ACT. ANY PERSON ACCEPTING ANY INTHST IN THE SECURITIES REPRESENTS THAT IT IS NOT A
U.S. PERSON AND IS ACQUIRING SUCH SECURITIES IN ABFFSHORE TRANSACTION PURSUANT TO RULE 903 OR 904
OF REGULATION S.”

3.3. Division and Combination; ExpensesoBs. This Warrant may be divided or combined with of&rrants upon
presentation hereof at the aforesaid office or egefithe Company, together with a written notipedfying the names and denominations in
which new Warrants are to be issued, signed bydtiider or its agent or attorney. Subject to commpal&with Section 3.1 as to any transfer
which may be involved in such division or combipatithe Company shall execute and deliver a newakiaor Warrants in exchange for
Warrant or Warrants to be divided or combined icoadance with such notice. The Company shall peepssue and deliver at its own
expense the new Warrant or Warrants under thisgde8t The Company agrees to maintain, at its aficeoffice or agency, books for the
registration and the registration of transfer & ¥Warrants.

4, AdjustmentsThe number of shares of Common Stock for which arrant is exercisable, and the price at whigths
shares may be purchased upon exercise of this Wastzall be subject to adjustment from time toetias set forth in this Section 4. The
Company shall give the Holder notice of any eveargadibed below which requires an adjustment putsiaathis Section 4 in accordance w
Sections 5.1 and 5.2.

4.1. (a)_Stock Dividends, Subdivisionsl &@ombinations If at any time while this Warrant is outstandihg Company shall:

0] declare a dividend or make a distfin on its outstanding shares of Common Stodheres of Common Stock,




(i) subdivide its outstanding share€aimmon Stock into a larger number of shares of Com8tock, or
(iii) combine its outstanding shares ofh@oon Stock into a smaller number of shares of Com8tock, then:

Q) the number of shares of Common Stamjuirable upon exercise of this Warrant immedyaafter the occurrence of any
such event shall be adjusted to equal the numbsares of Common Stock which a record holder @stime number of shares of Common
Stock that would have been acquirable under this&aimmediately prior to the record date for sdahidend or distribution or the effecti
date of such subdivision or combination would owe entitled to receive after such record datierffective date of such subdivision or
combination, as applicable, and

2 the Current Warrant Price shall bpisied to equal:

(A) the Current Warrant Price in effectta time of the record date for such dividendistrihution or of the effective
date of such subdivision or combination, multipldthe number of shares of Common Stock into whighWarrant is exercisable
immediately prior to the adjustment, divided by

(B) the number of shares of Common Stottk which this Warrant is exercisable immediatafier such adjustment.

Any adjustment made pursuant to clause (i) ofplisigraph shall become effective immediately dfterecord date for the
determination of stockholders entitled to receivehsdividend or distribution, and any adjustmentspant to clauses (ii) or (iii) of this
paragraph shall become effective immediately dftereffective date of such subdivision or combiati

(b) Reclassification. If the Company,reglassification of securities or otherwise, skhlinge any of the securities as to
which purchase rights under this Warrant exist thibsame or a different number of securities gf@her class or classes or other assets or
property, this Warrant shall thereafter represeatright to acquire such number and kind of seegritr other assets or property as would
have been issuable as the result of such chanbeegipect to the securities that were subjectagthichase rights under this Warrant
immediately prior to such reclassification or otbbange and the Current Warrant Price therefori Ish@appropriately adjusted, all subject to
further adjustment as provided in this Sectiorimdany such reclassification, appropriate provisball be made with respect to the rights and
interests of the Holder to the end that the provisihereof (including, without limitation, provisi® for the number of securities purchasable
or receivable upon the exercise of this Warrara)lgshereafter be applicable, as nearly as maynbelation to any securities or other asse
property thereafter deliverable upon the exercfgbis Warrant.

4.2. Certain Other Distribution#f at any time while this Warrant is outstandihg Company shall cause the holders of its
Common Stock to be entitled to receive any dividendther distribution of:

0] cash,




(i) any evidences of its indebtednessy, shares of stock of any class or any other séesior property or assets of
any nature whatsoever (other than cash or additglraaes of Common Stock as provided in Sectiorhértof), or

(iii) any warrants or other rights to satiise for or purchase any evidences of its indefesd, any shares of stock of
any class or any other securities or property set@sof any nature whatsoever, then:

Q) the number of shares of Common Stamjuirable upon exercise of this Warrant shalldjasaed to equal the
product of the number of shares of Common Stockiaghle upon exercise of this Warrant immediatelgmto the record date for
such dividend or distribution, multiplied by a ftn (x) the numerator of which shall be the Cutidfarrant Price per share of
Common Stock at the date of taking such record(gnthe denominator of which shall be such Curifatrrant Price minus the
amount allocable to one share of Common Stock pfsach cash so distributable and of the fair véasedetermined in good faith
the Board of Directors of the Company) of any alhdwch evidences of indebtedness, shares of stilkr securities or property or
warrants or other subscription or purchase rigbtdistributable; and

2 the Current Warrant Price in effeahiediately prior to the record date fixed for deteration of stockholders
entitled to receive such distribution shall be athd to equal (x) the Current Warrant Price mu#gby the number of shares of
Common Stock acquirable upon exercise of this Wiairamediately prior to the adjustment, divided(lpythe number of shares of
Common Stock acquirable upon exercise of this Wiairamediately after such adjustment. A reclasatfan of the Common Stock
(other than a change in par value, or from parezéduno par value or from no par value to par Vil shares of Common Stock
and shares of any other class of stock shall bmédée distribution by the Company to the holderdso€ommon Stock of such
shares of such other class of stock within the nimgaaf this Section 4.2 and, if the outstandingrebaf Common Stock shall be
changed into a larger or smaller number of shar€ommon Stock as a part of such reclassificaoich change shall be deemed a
subdivision or combination, as the case may bthebutstanding shares of Common Stock within teamng of Section 4.1.

4.3. Other Provisions Applicable to Adjasits. The following provisions shall be applicable i@ tmaking of adjustments of
the number of shares of Common Stock into whick Wiarrant is exercisable and the Current WarraneRrovided for in Section 4:

(a) When Adjustments to Be Mad@&he adjustments required by Section 4 shall béemiéhenever and as often as any
specified event requiring an adjustment shall ocexcept that any that would otherwise be requineg be postponed (except in the case of a
subdivision or combination of shares of the Comi8tock, as provided for in Section 4.1) up to, lattlreyond the date of exercise if such
adjustment either by itself or with other adjusttsemot previously made adds or subtracts less1B@aof the shares of Common Stock into
which this Warrant is exercisable immediately ptimthe making of such adjustment. Any adjustmeptesenting a change of less than such
minimum amount (except as aforesaid) which is postp shall be carried forward and made as soondchsaljustment, together with other




adjustments required by this Section 4 and notipusly made, would result in a minimum adjustmenbio the date of exercise. For the
purpose of any adjustment, any specified event beadeemed to have occurred at the close of bssioe the date of its occurrence.

(b) Fractional Interestsin computing adjustments under this Sectionagtfonal interests in Common Stock shall be taken
into account to the nearest 1/100th of a share.

(c) When Adjustment Not Requiredf the Company undertakes a transaction contetegbiander this Section 4 and as a
result takes a record of the holders of its Comi®tmtk for the purpose of entitling them to receavdividend or distribution or subscription
or purchase rights or other benefits contemplatetbuthis Section 4 and shall, thereafter and ledfwe distribution to stockholders thereof,
legally abandon its plan to pay or deliver suchid#ind, distribution, subscription or purchase gttt other benefits contemplated under this
Section 4, then thereafter no adjustment shalehaired by reason of the taking of such recordamdsuch adjustment previously made in
respect thereof shall be rescinded and annulled.

(d) Escrow of Stocklf after any property becomes distributable parguo Section 4 by reason of the taking of anpmc
of the holders of Common Stock, but prior to thewstence of the event for which such record isttiakiee Holder of this Warrant exercises
the Warrant during such time, then the Holder statitinue to be entitled to receive any sharesarhi@on Stock issuable upon exercise
hereunder by reason of such adjustment and sucbssbaother property shall be held in escrow ffieriiolder by the Company to be issued
to the Holder of this Warrant upon and to the eixtkat the event actually takes place. Notwithsigeany other provision to the contrary
herein, if the event for which such record was tafedls to occur or is rescinded, then such escdostares shall be canceled by the Company
and escrowed property returned to the Company.

4.4, Change of Control. If there shallwrca Change of Control, then the Holder of this k&t shall be entitled, at such
Holder’s option, either:

(a) upon request of Holder delivered to the Compaitlyin 10 days of receipt of notice of such Chan§€ontrol pursuant
to Section 5.2, to have the Company (or any suchessor or surviving entity) purchase this Warfeorh the Holder for an aggregate
purchase price, payable in cash on the effectite afaconsummation of such Change of Control, etutie product of (i) the difference
between the the price to be paid per share in t@@e of Control transaction and the Current WafPaice, multiplied by (ii) the number of
shares of Common Stock issuable upon exerciseofarrant immediately prior to the consummatiorswéh Change of Control; or

(b) if pursuant to the terms of such Change oftt@nshares of common stock of the successor quidng corporation,
and/or any cash, shares of stock or other seauntiproperty of any nature whatsoever (includirsgnants or other subscription or purchase
rights) in addition to or in lieu of common stocktbe successor or acquiring corporation (* Otherperty”), are to be received by or
distributed to the holders of Common Stock of tlmpany, and the Holder shall not have elected ve lisis Warrant purchased by the
Company pursuant to Section 4.4(a) above, therltt@er of this Warrant shall have the right theteiafo receive, upon the exercise of the
Warrant, the number of shares of common stockeftitcessor or




acquiring corporation or of the Company, if itli®tsurviving corporation, and/or the Other Propegteivable upon or as a result of such
Change of Control by a holder of the number of sbaf Common Stock into which this Warrant is eisztdole immediately prior to such
event.

(c) In case of any such Change of Control desdrddmve, to the extent this Warrant has not belngurchased by the
Company pursuant to Section 4.4(a) above, the ssocer acquiring corporation (if other than the@any) shall expressly assume the due
and punctual observance and performance of eackwarg covenant and condition of contained in Warrant to be performed and obser
by the Company and all the obligations and liak#ithereunder, subject to such modifications aslmeageemed appropriate (as determined
by resolution of the Board of Directors of the Camp) in order to provide for adjustments of sharfethe Common Stock into which this
Warrant is exercisable which shall be as nearlyvadgnt as practicable to the adjustments providedh Section 4. The foregoing provisions
of this Section 4 shall similarly apply to succesesChange of Control transactions.

4.5, Other Action Affecting Common Stock case at any time or from time to time the Campshall take any action in
respect of its Common Stock, other than the paymkdividends permitted by Section 4 or any othaiom described in Section 4, then,
unless such action will not have a materially adeesffect upon the rights of the Holder of this Y&at, the number of shares of Common
Stock or other stock into which this Warrant isreigable and/or the purchase price thereof shadldpested in such manner as may be
equitable in the circumstances; provided, thantleee authorization or issuance of additional shafespital stock of the Company (other
than pursuant to a stock dividend) shall not besictared any action in respect of its Common Stock.

4.6. Certain LimitationsNotwithstanding anything herein to the contraing Company agrees not to enter into any transactio
that, by reason of any adjustment hereunder, woalde the Current Warrant Price to be less thapahealue per share of Common Stock.

4.7. Stock Transfer TaxeFhe issue of stock certificates upon exercisenigfWarrant shall be made without charge to the
Holder for any tax in respect of such issue. Thenffany shall not, however, be required to pay aryviaich may be payable in respect of
any transfer involved in the issue and deliverglmdres in any name other than that of the Hold#drisftWarrant, and the Company shall not
be required to issue or deliver any such stockfimate unless and until the person or personsestipng the issue thereof shall have paid t
Company the amount of such tax or shall have astal to the satisfaction of the Company that sathas been paid.

5. Notices to Warrant Holders

5.1. Certificate as to Adjustmentdpon the occurrence of each adjustment or retaidgrg of the Current Warrant Price, the
Company, at its expense, shall promptly computé sdgustment or readjustment in accordance withetras hereof and prepare and furnish
to the Holder of this Warrant a certificate settfogh such adjustment or readjustment and showirdgtail the facts upon which such
adjustment or readjustment is based. The Compaally spon the written request at any time of thdddo of this Warrant, furnish or cause to
be furnished to such Holder a like certificateiagtforth (i) such adjustments and readjustments,
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(i) the Current Warrant Price at the time in effand (iii) the number of shares of Common Stoai e amount, if any, or other property
which at the time would be received upon the eserof Warrants owned by such Holder.

5.2. Notice of Corporate Actiorf at any time:

@) the Company shall take a record efttblders of its Common Stock for the purpose tiflarg them to receive a
dividend (other than a cash dividend payable owanhings or earned surplus legally availabletiergayment of dividends under the laws of
the jurisdiction of incorporation of the Company)ather distribution, or any right to subscribe mrpurchase any evidences of its
indebtedness, any shares of stock of any classyoother securities or property, or to receive ather right, or

(b) there shall be any capital reorgaimreof the Company, any reclassification or retaljzation of the capital stock
of the Company or any Change of Control by consdiith or merger of the Company with, or any sabmdfer or other disposition of all or
substantially all the property, assets or businésise Company to, another corporation, or

(c) there shall be a voluntary or invaamy dissolution, liquidation or winding up of tl@®mpany;

then, in any one or more of such cases, the Comglaaly/give to the Holder (i) at least 20 daysbpnivritten notice of the date on which a
record date shall be selected for such dividerstridution or right or for determining rights totean respect of any such reorganization,
reclassification, merger, consolidation, sale,dfan disposition, dissolution, liquidation or wind up, and (ii) in the case of any such Che
in Control, reorganization, reclassification, merg®nsolidation, sale, transfer, disposition, dlisgon, liquidation or winding up, at least 20
days’ prior written notice of the date when the eahall take place. Such notice in accordance tétoregoing clause also shall specify (i)
the date on which any such record is to be takethfopurpose of such dividend, distribution ohtjghe date on which the holders of
Common Stock shall be entitled to any such dividetistribution or right, and the amount and charattereof, and (ii) the date on which i
such Change in Control, reorganization, reclas#ific, merger, consolidation, sale, transfer, digimn, dissolution, liquidation or winding
up is to take place and the time, if any such iisrie be fixed, as of which the holders of Commewoc® shall be entitled to exchange their
shares of Common Stock for securities or other gntypdeliverable upon such Change in Control, rapization, reclassification, merger,
consolidation, sale, transfer, disposition, disgofy liquidation or winding up. Each such writteatice shall be sufficiently given if addres:
to the Holder at the last address of the Holdeeagpg on the books of the Company and deliveretaordance with Section 14.2.

5.3. No Rights as Stockholdérhis Warrant does not entitle the Holder to aating or other rights as a stockholder of the
Company prior to exercise and payment of the Waiaice in accordance with the terms hereof.

6. No ImpairmentThe Company shall not by any action, includinghaut limitation, amending its certificate of
incorporation or bylaws or through any reorganaatiransfer of assets, consolidation, mergerptii§isn, issue or sale of securities or any
other

11




voluntary action, avoid or seek to avoid the obarce or performance of any of the terms of thisréfdr but will at all times in good faith
assist in the carrying out of all such terms anthetaking of all such actions as may be necessaappropriate to protect the rights of the
Holder against impairment. Without limiting the geality of the foregoing, the Company will (a) niotrease the par value of any shares of
Common Stock receivable upon the exercise of thasrsvit above the amount payable therefor upon exeftise immediately prior to such
increase in par value, (b) take all such actiomag be necessary or appropriate in order that trepany may validly and legally issue fully
paid and nonassessable shares of Common Stockhpenercise of this Warrant, and (c) use its b#etts to obtain all such authorizations,
exemptions or consents from any public regulatargybhaving jurisdiction thereof as may be necesgagnable the Company to perform its
obligations under this Warrant. Upon the requeshefHolder, the Company will at any time during freriod this Warrant is outstanding
acknowledge in writing, in form satisfactory to tHelder, the continuing validity of this Warrantchthe obligations of the Company
hereunder.

7. Reservation and Authorization of Goom Stock; Registration With Approval of Any Goverental Authority. From and
after the Closing Date, the Company shall at alks reserve and keep available for issue uponxéireise of Warrants such number of its
authorized but unissued shares of Common Stocklblsensufficient to permit the exercise in full afi outstanding Warrants. All shares of
Common Stock which shall be so issuable, when ésspen exercise of any Warrant and payment theiefaccordance with the terms of
such Warrant, shall be duly and validly issued faigi paid and nonassessable, and not subjectderpptive rights. Before taking any action
which would cause an adjustment reducing the Cukiéarrant Price below the then par value, if arfithe shares of Common Stock issuable
upon exercise of the Warrants, the Company shial &y corporate action which may be necessarydardhat the Company may validly
and legally issue fully paid and non-assessableesha such Common Stock at such adjusted Curremtaft Price. Before taking any action
which would result in an adjustment in the numifest@res of Common Stock for which this Warrareercisable or in the Current Warrant
Price, the Company shall obtain all such authannator exemptions thereof, or consents theretmasbe necessary from any public
regulatory body or bodies having jurisdiction tredrdf any shares of Common Stock required to Isemeed for issuance upon exercise of
Warrants require registration or qualification wéthy governmental authority under any federal atestaw before such shares may be so
issued (other than as a result of a prior or coptatad distribution by the Holder of this Warrartthe Company will in good faith and as
expeditiously as possible and at its expense emddéacause such shares to be duly registered.

8. Taking of Record; Stock and Warraransfer Books In the case of all dividends or other distribnidy the Company to
the holders of its Common Stock with respect toclkany provision of Section 4 refers to the talohg@ record of such holders, the Comp
will in each such case take such a record andaki# such record as of the close of business amsa8ss Day. The Company will not at any
time, except upon dissolution, liquidation or wingliup of the Company, close its stock transfer bawkWarrant transfer books so as to re
in preventing or delaying the exercise or transfeany Warrant.

9. Registration Right§ he resale of the Warrant Stock shall be registér accordance with the terms and conditions
contained in that certain Registration Rights
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Agreement dated of even date hereof, among thedrdlde Company and the other parties named th@tesri Registration Rights
Agreement). The Holder acknowledges that pursuant to thgietion Rights Agreement, the Company has tijiet to request that the
Holder furnish information regarding such Holdeddhe distribution of the Warrant Stock as is reggiiby law or the Commission to be
disclosed in the Registration Statement (as suoh iedefined in the Registration Rights Agreemead the Company may exclude from
such registration the shares of Warrant Stock aaljlé hereunder if Holder fails to furnish sucloimhation within a reasonable time prior to
the filing of each Registration Statement, suppletee prospectus included therein and/or amendedRatipn Statement.

10. Supplying InformationUpon any default by the Company of its obligasirereunder or under the Registration Rights
Agreement or the Securities Exchange and Purchgssefent, the Company shall cooperate with the étafdsupplying such information
as may be reasonably necessary for such Holdemtplete and file any information reporting formsgently or hereafter required by the
Commission as a condition to the availability ofex@mption from the Securities Act for the salewy Warrant or Common Stock.

11. Loss or MutilationUpon receipt by the Company from the Holder aflerce reasonably satisfactory to it of the
ownership of and the loss, theft, destruction otilation of this Warrant and indemnity reasonakldyisfactory to it and reimbursement to the
Company of all reasonable expenses incidentaltinared in case of mutilation upon surrender anaelation hereof, the Company will
execute and deliver in lieu hereof a new Warradikeftenor to the Holder; provided, however, timathe case of mutilation, no indemnity
shall be required if this Warrant in identifiabtaii is surrendered to the Company for cancellation.

12. Office of the CompanyAs long as any of the Warrants remain outstandhmyCompany shall maintain an office or
agency (which may be the principal executive offioéthe Company) where the Warrants may be preddat exercise, registration of
transfer, division or combination as provided iis Warrant.

13. Limitation of Liability. No provision hereof, in the absence of affirmataction by the Holder to purchase shares of
Common Stock, and no enumeration herein of thegighprivileges of the Holder hereof, shall giiserto any liability of the Holder for the
purchase price of any Common Stock, whether sadtdility is asserted by the Company or by creditdrhe Company.

14. Miscellaneous

14.1. Nonwaiver and Expensd$o course of dealing or any delay or failure xereise any right hereunder on the part of the
Holder shall operate as a waiver of such righttbermwise prejudice Holder’s rights, powers or rerasdif the Company fails to make, when
due, any payments provided for hereunder, or failsomply with any other provision of this Warrattite Company shall pay to the Holder
such amounts as shall be sufficient to cover aimgl larty costs and expenses including, but notdidito, reasonable attorneys’ fees,
including those of appellate proceedings, incubyedhe Holder in collecting any amounts due pursb@neto or in otherwise enforcing any
its rights, powers or remedies hereunder.
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14.2. Notice GenerallyAny and all notices or other communications diveeies required or permitted to be provided hadsar
shall be in writing and shall be deemed given dfettve on the earliest of (a) one Trading Dayafhe date of transmission, if such notice
or communication is delivered via facsimile at faesimile number set forth on the signature pagfest@ed hereto prior to 2:00 p.m. (San
Diego time) on a Trading Day, (b) two Trading Dayjter the date of transmission, if such noticemnmunication is delivered via facsimile
at the facsimile number set forth on the signapages attached hereto on a day that is not a &ty or later than 2:00 p.m. (San Diego
time) on any Trading Day, (c) the fourth TradingyDallowing the date of shipment, if sent by intationally recognized overnight courier
service, or (d) upon actual receipt by the partwhom such notice is required to be given. Thaesklfor such notices and communications
shall be as set forth below. The Company shaticagrently with providing any notice in the manset forth in the preceding two sentences,
transmit a copy of such notice (which copy shatl| by itself, be deemed to constitute notice hedeun by email to such email address as is
set forth below.

Addresses for Notice

Inovio Biomedical Corporatio
Attention: Peter Kies

Chief Financial Office!
11494 Sorrento Valley Road
San Diego, CA 9212-1334
Telephone: (858) 597-6006
Fax: (858) 59-0451

[Insert Address for Holder

14.3. Successors and AssigSsibject to compliance with the provisions of &t8.1, this Warrant and the rights evidenced
hereby shall inure to the benefit of and be bindipgn the successors of the Company and the suecses®d assigns of the Holder. The
provisions of this Warrant are intended to be Ifar benefit of all Holders from time to time of tMéarrant, and shall be enforceable by any
such Holder.

14.4. AmendmentThis Warrant may be modified or amended or tlowigions of this Warrant waived with the writtemsent
of both the Company and the Holder.

14.5. SeverabilityWherever possible, each provision of this Warsdra| be interpreted in such manner as to be teféeeand
valid under applicable law, but if any provisiontbfs Warrant shall be prohibited by or invalid endpplicable law, such provision shall be
modified to the extent of such prohibition or indétly and with the aim of effecting the intent bt parties to the maximum extent possible,
without invalidating the remainder of such provisiar the remaining provisions of this Warrant.

14.6. HeadingsThe headings used in this Warrant are for theenience of reference only and shall not, for amgppse, be
deemed a part of this Warrant.
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14.7. Governing LawThis Warrant and the transactions contemplateeldyeshall be deemed to be consummated in the &tate
California and shall be governed by and interpréateatcordance with the local laws of the Stat€alifornia without regard to the provisions
thereof relating to conflicts of laws. The Compdmgyeby irrevocably consents to the exclusive juctsmh of the State and Federal courts
located in Los Angeles, California in connectiothnany action or proceeding arising out of or iatato this Warrant. In any such litigation
the Company agrees that the service thereof mayaue by certified or registered mail directed ® @Gompany pursuant to Section 14.2.

[Signature Page Follows]
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IN WITNESS WHEREOF, Inovio Biomedical Corporatioashcaused this Warrant to be executed by its duthyosized officer and
attested by its Secretary.

Dated: , 20
INOVIO BIOMEDICAL CORPORATION
By:
Name: Avtar Dhillon
Title: President & Chief Executive Offici
Attest:
By:

Name: Douglas Murdoc
Title: Secretan
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EXHIBIT A
SUBSCRIPTION FORM
[To be executed only upon exercise of Warrant]

1. The undersigned hereby elects tolmse shares of the Common Stotkasfio Biomedical Corporation
pursuant to the terms of the attached Warranttemders herewith payment of the purchase priceiai shares in full.

2. Please issue a certificate or dedti€s representing said shares in the name afrtttersigned or in such other name as is
specified below:

(Name)

(Address)

[and, if such shares of Common Stock shall nouigelall of the shares of Common Stock issuable@ddged in this Warrant, that a
new Warrant of like tenor and date for the balanfcine shares of Common Stock issuable hereunddelbeered to the undersigned.]

(Name of Registered Owne

(Signature of Registered Ownt

(Street Address

(State) (Country) (Postal Cod

NOTICE: The signature on this subscription mustegpond with the name as written upon the fach@iYarrant in every particular, withc
alteration or enlargement or any change whatsoever.
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EXHIBIT B
ASSIGNMENT FORM
FOR VALUE RECEIVED the undersigned registered ownfahis Warrant for the purchase of shares of comstock of Inovio Biomedical

Corporation hereby sells, assigns and transfesthet Assignee named below all of the rights ofuthdersigned under this Warrant, with
respect to the number of shares of common stodiogatbelow:

(Name and Address of Assigne

(Number of Shares of Common Stoi

and does hereby irrevocably constitute and appoint attorney-in-fact to register sudmsfer on the books of the Company, maintained
for the purpose, with full power of substitutiontire premises.

Dated:

(Print Name and Title

(Signature’

(Witness)

NOTICE: The signature on this assignment must spoed with the name as written upon the face ofAfaerant in every particular, witho
alteration or enlargement or any change whatsoever.
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EXHIBIT C
FORM OF INVESTMENT REPRESENTATION LETTER

In connection with the acquisition of [warrantsgttWarrants”) to purchase shares of comstock of Inovio Biomedical Corporation
(the “Company”), par value $0.001 per share (thert@on Stock”)][ shares of common stocknaivio Biomedical Corporation (the
“Company”), par value $0.001 per share (the “Comi8totk”) issued upon the exercise of warrants by (the “Securities™)], by

(the “ Hold&rfrom (the “ Trsferor”):

The Holder hereby represents and warrants to timep@ay that it (a) (i) is an “Accredited Investos' that term is defined in Rule 501 of
Regulation D promulgated under the Securities Adt933, as amended (the “Securities Act”), (iipisQualified Institutional Buyer” within
the meaning of Rule 144A(a)(1) of the Securities, Ac (iii) is an “affiliate” of the Transferor as that term is defined in Rulé& 6f Regulatiol

D; and (b) has the ability to bear the economiksrisf such Holder’s prospective investment, inahgda complete loss of Holder’s investment
in the [Warrants and the shares of Common Stoclatds upon the exercise thereof (collectively, ®ecurities”)][Securities].

The Holder, by acceptance of the [Warrants][Sei@siit represents and warrants to the Companyttkhgll only transfer the Securities (i) in

a transaction meeting the requirements of Regui&ionder the Securities Act, including withoutitation, where the offer (A) is not made

to a person in the United States and either (#)atime the buy order is originated, the buyentside the United States or the Company and
any person acting on the undersigned’s behalf reddy believe that the buyer is outside the Ungtates, or (y) the transaction is executed
in, on or through the facilities of a designatefslobére securities market and neither the selleangrperson acting on the undersigned’s
behalf knows that the transaction has been prexgechwith a buyer in the United States, and (Bjlinect selling efforts shall be made in the
United States by the buyer, an affiliate or anysparacting on their behalf, or (ii) in a transaectregistered under the Securities Act or
pursuant to an exemption from such registration.

The Holder acknowledges that (i) the issuance @écurities by the Company has not been registereer the Act, (ii) the Securities are
“restricted securities” and the certificate(s) eEnting the Securities shall bear the followirggeted, or a similar legend to the same effect,
unless (i) [in the case of the shares of Commourkatoderlying the Warrants, such shares][the Sees}ishall have been registered for re
by the Holder under the Act and effectively beespdsed of in accordance with a registration stat¢that has been declared effective; or
in the opinion of counsel for the Company such 8gea may be sold without registration under thet. AThe Securities shall bear the
following legend:

“THE SECURITIES EVIDENCED BY THIS CERTIFICATE HAVENOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (TOGETHER WITH THE REGULATIONS PROJLGATED THEREUNDER, THE “SECURITIES ACT")OR
ANY STATE OR OTHER SECURITIES LAWS, AND MAY NOT BISOLD, OFFERED FOR SALE, ASSIGNED, TRANSFERRED,
PLEDGED, ENCUMBERED OR
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OTHERWISE DISPOSED OF WITHIN THE UNITED STATES (ASHAT TERM IS DEFINED IN REGULATION S
PROMULGATED UNDER THE SECURITIES ACT) OR TO A U.BERSON (AS THAT TERM IS DEFINED IN REGULATION S)
IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEME FILED UNDER SAID ACT AND ANY APPLICABLE
STATE SECURITIES LAWS, UNLESS AN EXEMPTION FROM SBIREGISTRATION IS AVAILABLE. ANY PERSON
ACCEPTING ANY INTEREST IN THE SECURITIES REPRESENTSAT IT IS NOT A U.S. PERSON AND IS ACQUIRING
SUCH SECURITIES IN AN OFFSHORE TRANSACTION PURSUAND RULE 903 OR 904 OF REGULATION S. HEDGING
TRANSACTIONS INVOLVING SUCH SECURITIES MAY NOT BE ONDUCTED UNLESS IN COMPLIANCE WITH THE
SECURITIES ACT.”
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IN WITNESS WHEREOF, the Holder has caused this $twent Representation Letter to be executed toifgorate name by its duly
authorized officer this day of 200

[Name]
By

Name:
Title:

21




Exhibit 21.1

INOVIO BIOMEDICAL CORPORATION
Subsidiaries

Subsidiary Name(1)
Genetronics, Inc

Jurisdiction of Organization

Delaware
Inovio AS Norway
Inovio Asia Pte. Ltd Singapore

(1) In accordance with Instructions (ii) to Exhibit {2b the Exhibit Table in Item 601 of RegulatiorKSRegistrant has omitted from the
above table one of its subsidiaries because sudieonsubsidiaries, considered in the aggregatesasgle subsidiary, would not
constitute a significant subsidiary of registrasibéthe end of the year covered by this Report.




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRbgistration Statements (Form S-8 Nos. 333-136328;120061, 333-100077, 333-
58168; Form S-3 Nos. 333-140119, 333-134084, 33333, 333-123619, 333-118187, 333-116696, 333-12,1283-108752 and 333-
76738) of Inovio Biomedical Corporation and in tieéated Prospectus of our reports dated March A%/ 2with respect to the consolidated
financial statements of Inovio Biomedical Corpasatilnovio Biomedical Corporation management’s sssent of the effectiveness of
internal control over financial reporting, and #féectiveness of internal control over financigdoeting of Inovio Biomedical Corporation,
included in this Annual Report (Form 10-K) for thear ended December 31, 2006.

/sl Ernst & Young LLP
San Diego, California
March 15, 2007




Exhibit 31.1

Certification of CEO Pursuant to
Securities Exchange Act Rules 13a-14(a) and 15d-a(
as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Avtar Dhillon, President and Chief Executive ©r of Inovio Biomedical Corporation, certify that
| have reviewed this Annual Report on Form 10-Ktfer year ended December 31, 2006 of Inovio Bionsdlorporation;

Based on my knowledge, this report does not com@ajnuntrue statement of a material fact or om#itéade a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the per
covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this amhveport, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining discte controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-1#ijHfe registrant and we have:

a. Designed such disclosure controls and proceduresused such disclosure controls and procedures ttesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

b. Designed such internal controls over financial répg, or caused such internal controls over finaneporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements in accordance with U.S. generally aedegtcounting principles;

c. Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsimeport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; and

d. Disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodighal quarter in the case of an annual repod) llas materially affected or is
reasonably likely to materially affect, the regastt’s internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatidhgtregistrant’s auditors and the
audit committee of the registrant’s board of dioest(or persons performing the equivalent funcfions

a. All significant deficiencies and material weaknesgethe design or operation of internal contradiofmancial reporting which are
reasonably likely to adversely affect the registeability to record, process, summarize and refiwancial information; and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant’s
internal controls over financial reporting.

Date: March 16, 2007 /s/ Avtar Dhillon
Avtar Dhillon
President and Chief Executive Offic




Exhibit 31.2

Certification of CFO Pursuant to
Securities Exchange Act Rules 13a-14(a) and 15d-ai(
as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Peter Kies, Chief Financial Officer of Inoviod@nedical Corporation, certify that:
1. | have reviewed this annual report on Form 10-Ktfar year ended December 31, 2006 of Inovio Biogadiorporation;

2. Based on my knowledge, this report does not com@ajnuntrue statement of a material fact or om#itéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statement$ atimer financial information included in this amhwveport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-1#ijHfe registrant and we have:

a. Designed such disclosure controls and proceduresused such disclosure controls and procedures ttesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

b. Designed such internal controls over financial répg, or caused such internal controls over finaneporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements in accordance with U.S. generally aedegtcounting principles;

c. Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsimeport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; and

d. Disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodighal quarter in the case of an annual repod) llas materially affected or is
reasonably likely to materially affect, the regastt’s internal control over financial reporting;dan

5.  The registrant’s other certifying officer and | lsadisclosed, based on our most recent evaluatidhgtregistrant’s auditors and the
audit committee of the registrant’s board of dioest(or persons performing the equivalent funcfions

a. All significant deficiencies and material weaknesgethe design or operation of internal contradiofmancial reporting which are
reasonably likely to adversely affect the registeability to record, process, summarize and refiwancial information; and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant’s
internal controls over financial reporting.

Date: March 16, 2007 /sl Peter Kie:
Peter Kies
Chief Financial Office




Exhibit 32.1

Certification Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report of Inovio Biedical Corporation (the “Company”) on Form 10-K fbe year ending
December 31, 2006 as filed with the SecuritiesExchange Commission on the date hereof (the “R8@pesch of the undersigned, in the
capacities and on the date indicated below, heceltjfies, pursuant to 18 U.S.C. Section 1350,dapted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that to his knowledge:

(1) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeof 1934; and

(2) The information contained in the Report fairly gmets, in all material respects, the financial cbadiand results of operations of the
Company.
March 16, 200’
/s/ Avtar Dhillon
Avtar Dhillon

President and Chief Executive Offic
(Principal Executive Officer

/sl Peter Kie:

Peter Kies

Chief Financial Office

(Principal Financial and Accounting Office




