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Unless stated to the contrary, or unlessctintext otherwise requires, references to "Intvibe company,” "our company," "our," or
"we" in this report include Inovio Biomedical Comadion and subsidiaries.

DISCLOSURE INCORPORATED BY REFERENCE

Part 11l incorporates certain information deference from the Registrant's Definitive Pr&tgtement to be filed with the Securities and
Exchange Commission pursuant to Regulation 14/mection with the Registrant's 2008 Annual Meeth@hareholders, which is
scheduled to be held on May 2, 2008. Such DefimiBvoxy Statement will be filed with the Securitiasl Exchange Commission not later t
120 days after the conclusion of the Registrargtsaf year ended December 31, 2007.

FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statersewithin the meaning of the Private Securitiggyhtion Reform Act of 1995,
including statements with regards to our revenpensling, cash flow, products, actions, intentigiians, strategies and objectives. These
statements are not based on historical facts auofent conditions. All such forward-looking statemts are inherently uncertain. We have
based those forward-looking statements on, amoimer ahings, projections and estimates regardinggbenomy in general, the biomedical
industry and other factors that impact our reswfperations and financial condition. Forward-lang statements include, without limitation,
any statement that may predict, forecast, indicateimply state future results, performance or agkiments, and may contain the words
"believe," "anticipate," "expect," "estimate," "and," "plan," "project," "will be," "will continué,"will result,” "could," "may," "might,"

"should" or any variations of such words with sianimeanings, including the negatives of such wobahy. such statements are subject to risks
and uncertainties that could cause our actual restd differ materially from those which are manamgat's current expectations or forecasts.
Such information is subject to the risk that sugpeetations or forecasts, or the assumptions ugdeglsuch expectations or forecasts, become
inaccurate and there can be no assurance thatdheard-looking information in this report will iratt transpire or prove to be accurate. All
subsequent written and oral forward looking statetaettributable to us or persons acting on ourdéhre expressly qualified in their

entirety by this introduction.

Our forward{ooking statements involve known and unknown risksertainties and other factors that may causeamtual results, leve
of activity, performance or achievements to be nedte different from any results, levels of activiperformance or achievements expresse
implied by any forward-looking statements. Certafithese risks, uncertainties and other factorsdiseussed in Item 1A—"Risk Factors" and
elsewhere in this report. We operate in a very catitipe and rapidly changing environment. New fisétors emerge from time to time and we
cannot predict all such risk factors, nor can weess the impact of all such risk factors on ouiiess or the extent to which any factor, or
combination of factors, may cause actual resultditier materially from those contained in any fand looking statements. Given these risks
and uncertainties, investors should not place undliance on forward-looking statements which refflmanagement's view only as of the date
of this report, as a prediction of actual resulfge undertake no obligation to amend this repontestise publicly these forward-looking
statements (other than pursuant to requirement®gag on registrants pursuant to Item 1A under Hast Form 10-Q) to reflect subsequent
events or circumstances. Readers should also direfwiew the risk factors described in other domnts we file with the Securities and
Exchange Commission, or SEC, particularly our gedytreports on Form 1-Q, and the cautionary statements contained inpyass releases
from time-to-time which may contain forward-looking inforrioat.

Investors should also be aware that while we daomftime to time, communicate with securities arig)ywge do not disclose any material
non-public information or other confidential comroiat information to them. Accordingly, individuahould not assume that we agree with
any statement or report issued by any analyst,ndigas of the content of the report. Thus, to tktera that reports issued by securities ana
contain any projections, forecasts or opinions,tsteports are not our responsibility.
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PART |
ITEM 1. BUSINESS
Overview

Inovio Biomedical Corporation, a Delawaggporation, organized in 2001, is a San Diego-b&sehedical company focused on the
development of next-generation vaccines to pregetreat cancers and chronic infectious diseasssh 8accines, which could potentially
protect millions of people from debilitation or dedrom diseases without adequate treatments, egsent multi-billion dollar market
opportunities. Historically successful developmeinthis new generation of vaccines—DNA vaccines—ien hindered by the lack of safe,
efficient and cost effective DNA delivery methodgpable of enabling their potency. However, ourtetgoration-based DNA delivery
technology has shown potential in pre-clinical ahdical studies to play a pivotal role in facilitag delivery and enhancing the potency of
preventive and therapeutic vaccines.

We are a leader in developing DNA deliveojutions based on electroporation, which used,lmmtrolled electrical pulses to create
temporary pores in cell membranes and enable iseteeellular uptake of a useful biopharmaceut®ake the DNA vaccine enters a cell, it
can then "express" the proteins it was encodedadyze. These proteins, or antigens, are designkd tniguely associated with a targeted
cancer or infectious disease, and may then stimalahore powerful immune response if the immuneegy&ncounters the targeted diseast
subsequent time.

Inovio's business strategy to realize véduehe company and its stockholders is as foltows

First, we have leveraged our patented teldilgies through licensing and collaborations, salour licensing arrangements with
Merck & Co., Inc., or Merck, Wyeth PharmaceuticalsWyeth and Vical Inc., or Vical, among othergasch-driven biopharmaceutical
companies as well as government and non-governagamicies. We are licensing the use of our electatiom-based DNA delivery systems
for partners to use in conjunction with their piiepary DNA vaccines or DNA-based immunotherapidseSe arrangements provide us with
some combination of upfront payments, developmees fmilestone payments, royalties and a suppbeaggnt. These partners are pursuing
development of proprietary agents or conductingaesh using our technology.

Second, we are pursuing proprietary vacdmealopment or cadevelopment, resulting in whole or partial ownepshi promising vaccine
to prevent or treat cancers and chronic infectiissases. We currently have a collaborative comialeration agreement with Tripep AB, or
Tripep, to co-develop a novel DNA hepatitis C thpenatic vaccine (HCV), for which they received apgis from the Swedish Medical
Products Agency (MPA) and local ethics committeeiitiate a Phase /1l clinical trial, which hagramenced enroliment. We also have two
undisclosed programs underway in pre-clinical €sdo generate a protective immune response vétireporation mediated delivery of an
antigen in relevant animal models.

Inovio's technology is protected by an agiee patent portfolio covering in vivo electroptioa. Our patent portfolio encompasses a range
of apparatuses, methodologies, conditions, andagtjains including oncology, gene delivery, vasculeansdermal as well as ex vivo
electroporation.

Restatement of Financial Statements

In this report, we have restated our prasiipissued consolidated financial statementsfteatcertain accounting adjustments. The
decision to restate our consolidated financiakstents was made by the Audit Committee of our Bo&mirectors, following consultation
with, and upon the recommendation of, managemeh&anst & Young LLP, our independent registeredljgudccounting firm. Our decision
to restate was made in connection with a revieaunfAnnual Report on Form 10-K for the year endedd&mnber 31, 2006 by the Securities
and Exchange Commission




("SEC") pertaining to the classification of regretg warrants we issued in October 2006 and Augd®T 20ur management determined that
such registered warrants require reclassificatiomfequity to liability in our consolidated finaatistatements for the year ended December 31
2006 and the interim reporting periods in 2007. &kkerestating our consolidated financial statemfemtthe impacted periods in this Annual
Report on Form 10-K for the year ended DecembePBQ7. The impact of the restatement on our presljoissued consolidated financial
statements is described more fully in "Managemdissussion and Analysis of Financial Conditiond &esults of Operations” and in Note 2
to our consolidated financial statements includsdwehere in this report.

We have not amended our previously filechdad Report on Form 10-K for the year ended Decer8be2006 or Quarterly Reports on
Form 10-Q for interim reporting periods in 2007 foe restatement, and the consolidated finana#tistents and related financial statement
information contained in those reports should mmkr be relied upon. Throughout this report, albants presented from prior periods and
prior period comparisons are labeled "As restatedl reflect the balances and amounts on a rediasssl

Our Core Technology

Most drugs and biologics must enter intekthrough a cell membrane in order to perforgirtintended function. However, gaining
entry into a cell through the outer cell membraae e a significant challenge. In the 1970s it diasovered that the brief application of high-
intensity, pulsed electric fields can create terappand reversible permeability, or pores, in takk membrane. This pulse-induced
permeabilization of the cellular membrane is gelheraferred to as electroporation. One observaiffiect of cell membrane electroporation is
the less restricted exchange of molecules betweendll exterior and interior—the benefit beingttihallows and enhances the uptake of, for
example, a biopharmaceutical agent previously tafeinto local tissue. The extent of membrane pabitieation depends upon various
electrical, physical, chemical, and biological paegers.

The transient, reversible nature of thectical permeabilization of membranes is the uyder basis of Inovio's electroporation
instruments, which are designed to harness thisqgrzhenon by delivering controlled electrical pulsgs tissue to facilitate the uptake of use
biopharmaceuticals. Inovio's technology generaessréc fields in target tissues to induce electi@pion, which increases cellular uptake of
molecules such as chemotherapeutic drugs and axge molecules such as DNA. Most cell types arsdiéisan be successfully electropore
as long as applicators with the appropriate coméition of needle electrodes can be used to expakseand tissues to the electric field.

Inovio has multiple systems designed taelifferent electroporation conditions for diffat applications. The current systems consist of
two basic components: a pulse generator and afcappithat is inserted into selected tissue.

MedPulse® DNA Electroporation System

For DNA delivery to tumor cells we use ddedPulser® DNA Electroporation System, which usesdame type of six needle applicators
and a similar electrical field strength as usedrtmatumoral delivery of a chemotherapeutic in 8etective Electrochemical Tumor Ablation
(SECTA) therapy discussed below. Extensive preddiniesting has found that the electroporationipatars developed for SECTA are also
useful in delivering plasmid-based therapeuticsitoors. This observation allowed us to quickly exgpaur opportunities into the direct
delivery of DNA-encoding cytokines into accessitumors using the MedPulser® DNA Electroporationt8ys

The pulse generator is designed for eass@fsuch that minimal user input is needed ttyapp therapy. Based on the size and
anatomical location of the tumor to be treatedhysirian selects the most appropriate electrodécappr. The applicator is then connected to
the pulse generator of




the MedPulser® DNA Electroporation System. The mppbr sends information for that particular apatar's size and shape to the pulse
generator, which automatically selects the appatptireatment parameters. Currently, several éfffieelectrode applicator configurations are
available. The system is designed such that thelied base of the MedPulser® system allows foidewariety of new electrode applicator
configurations. In addition, the system incorposaither features to minimize the possibility of leggior reuse as well as prevent the use of
competitive applicators with the MedPulser® DNA &teporation System.

MedPulse® DNA Delivery System

DNA vaccines have tremendous potentiahasapeutic agents for treating various diseases.dDthe key obstacles to the successful
development and commercialization of DNA vaccinas been the limitations associated with curreriveisi systems. Alternative approaches
based on the use of viruses and lipids are congiexexpensive, and have in the past created caoegarding safety. Electroporation
provides a straightforward, cost effective methaddelivering DNA into cells with high efficiencynd minimal complications (as compared to
viral vectors) and, importantly, inducing clinicallelevant levels of gene expression.

The MedPulser® DNA Delivery System (DDS} leeen developed to optimize the delivery of DNt imuscle cells. The modified
system is similar to the MedPulseEdectroporation System. The primary differencesiathe parameters of the electric pulses delivénethe
generator and the needle-electrode configuratidhefpplicator. The pulse is designed specifidaityDNA delivery with a lower strength
electrical field of longer duration than for turmelectroporation. The applicator has a four neetetede array consisting of one set of
opposite pairs. They are available in a range ofigarations to meet the requirements of a varigtgipplications.

Elgen Syster

We acquired a novel DNA delivery devicaried the Elgen system as part of our acquisitidmafio AS in 2005. The Elgen system is
designed for muscle delivery and consists of a aderpcontrolled, motorized two needle delivery devihat injects DNA and delivers
electroporation pulses through the same set oflegetihis experimental system is currently undedwation in our clinical trial for a prostate
cancer vaccine at the University of SouthamptothéU.K.

Choice of Tissue for DNA Delivery
Muscle Delivery

Inovio's proprietary electroporation mettoahsists of a DNA delivery system designed tooiitice a plasmid vector into muscle cells,
skin or tumor tissue. The plasmid is coded in ameaimtended to cause a cell to produce an antigeotein that the immune system will
identify as foreign and therefore mount an immussponse against existing disease or build memainsigthis antigen (and disease) for
future reference. Skeletal muscle has been a ootesfbecause it is mainly composed of large el@ugetlls with multiple nuclei. Muscle cells
are non-dividing; hence long-term expression canliiained without integration of the gene of ingtiiato the genome. Muscle cells have also
been shown to have a remarkable capacity for Senref proteins into the blood stream and to indooth cellular and humoral immune
responses after DNA delivery. Secreted proteirantigens thereby asystemicallyand produce therapeutic effects in distant tissfi¢ise
body. In this respect, the muscle functions astofg for the production of the biopharmaceutice¢ded by the body. It is envisioned that
delivery of DNA by electroporation to muscle cedldl circumvent the costly and complicated prodoatprocedures of viral gene delivery
vectors, protein-based drugs, conventional vacamesmonoclonal antibodies. In addition, this ajpptois designed to provide long-term
stable expression of a therapeutic protein or miomat antibody at a sustained level. Inovio is abtrating
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in the development of three clinical programs edab DNA delivery to muscle (Merck, Tripep and theiversity of Southampton).
Tumor Delivery

We have a significant intellectual propgsbsition in the delivery of genes directly to tungells in vivo. Tumor cells can be readily
transfected with genes encoding selected cytolangstentially lethal proteins for the treatmentofariety of cancers. The goal of effective
tumor delivery is the ultimate elimination of thrarisfected tumor, and we have experienced veryc@ewerns regarding the safety of the
procedure in our trials to date. We are curremigaged in two (Vical, Moffitt) Phase I/l clinicdhmunotherapy trials designed to deliver
either IL-2 or IL-12 directly to accessible melarsiasions.

Skin Delivery

While the Company has generated signifipaetlinical and preliminary clinical evidence tlatramuscular electroporation-based DNA
delivery will be effective for a number of vaccinetectroporation of the skin may also be a relevamte of administration. Skin or intraderr
administration is important and is becoming areattve site for immunization given its high densifyantigen presenting cells (APCs). Unlike
muscle, skin is the first line of defense againestipathogens and is therefore very rich in immeedls and molecules. Skin specifically
contains certain cells that are known to help inggating a robust immune response. With intradeadalinistration of electroporation we m
be able to demonstrate a comparable immune respomsescle delivery.

We will continue to invest research andeptéihg resources into developing a viable skinted@oration system for clinical evaluation in
2008.

Applications of DNA Vaccine Technology
Inovio and our partners are developing DDi&livery technology for two broad applications:
Cancer

Cancer is a disease of uncontrolled ceilwgn. Although cancer has been a major focus ofrphaeutical companies for decades, cancer
remains one of the leading causes of death in tlieetl States. Traditionally, three approaches Heeen available for treatment of cancer:
surgery, radiation therapy, and chemotherapy. Wietected early and still confined to a single lmrgtcancer may be cured by surgery or
radiation therapy. However, neither surgery noiatoh therapy can cure cancer that has spreaddghowut the body. Although chemotherapy
can sometimes effectively treat cancer that hasagbthroughout the body, a number of mancerous cells, such as bone marrow cells, ao
highly susceptible to chemotherapy. As a resudtséhtypes of treatments cause significant sidetsfend morbidity. Finally, it is common to
see cancer return after apparently successfuhtezdtby each of these means. The limitations afeaticancer treatments are clearly
demonstrated by the mortality rate of this disease.

For many decades, it has been suggesteththanmune system should also be able to recegrancer cells as abnormal and to destroy
these cells. However, cancer cells have developszhanisms that allow them to escape the survedlafithe immune system.
Immunotherapy, a process which uses the patientisimmune system to treat cancer, may have advesitager surgery, radiation therapy,
and chemotherapy. Many cancers appear to haveagecethe ability to "hide" from the immune systéirtreatment that can augment the
immune response against tumor cells by making &ineer more "visible" to the immune system woul@lljkrepresent a significant
improvement in cancer therapy. Immune-enhancingepre such as IL-2 and IL-12, being used in outgueered Phase I/Il trials, have shown
encouraging results. There is also a need to stmal stronger cellular immune
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response (i.e. generating T-cells) to specificattpck cancerous cells. This requires the usecbht@ogy such as DNA vaccines. These
methods are showing considerable progress as ectigéf and relatively non-toxic approach for theatment of cancer.

Electroporation offers effective deliverfylNA and may help us develop novel cancer thesapbair current clinical-stage approaches
consist of directly injecting lesions with certgalasmids followed by intréamoral electroporation as well as directly delimgrcertain plasmic
into the muscle followed by intramuscular electn@tion. Upon uptake into cells, the plasmid direbts production of the encoded
immunostimulatory proteins. The convenience antitalbo repeat administration may offer advantagesr current modalities of therapy. In
addition, cancer therapies using non-viral DNA d&ly may offer an added margin of safety comparith wral-based delivery, as no viral
DNA/RNA or viral particles are contained in therfaulation. Studies in animals have demonstratedaifiety and potential efficacy of this
approach. Subsequently, in human studies, a varyricidence of treatment-related serious adversatswhas been observed.

In addition to immunotherapy approachesparous cancer antigens have been identified oeepalst few decades and better
identification tools are under development by ath&e will continue to evaluate opportunities tquce or partner cancer antigens that me
useful for large market cancers such as breagy,dnd prostate.

Infectious Disease

DNA vaccines use portions of the genetidecof a pathogen to cause the host to produceipsatéthe pathogen that may induce an
immune response. Compared with conventional vasdimat use live, weakened, or dead pathogens thupecan immune response, this
method potentially offers superior safety and edsaanufacturing, as well as convenient storagetemdiling characteristics. DNA vaccines
have the potential to induce potent T-cell respsrgginst target pathogens as well as trigger ptamtuof antibodies. Over the past decade,
many scientific publications have documented tliecéizeness of DNA vaccines in contributing to immewresponses in dozens of species,
including nonhuman primates and humans.

Vaccines are generally recognized as thst cwst-effective approach for infectious diseasalthcare. However, the technical limitations
of conventional vaccine approaches have constraireedevelopment of effective vaccines for mangases. Development of vaccines based
on conventional methods requires significant irtftacture in research and manufacturing. In additiba safety risks associated with certain
conventional vaccine approaches may offset thegmil benefits. We believe our potential vacgineducts may be simpler to manufacture
than vaccines made using live viruses or protelrusit approaches including those involving mamnmalavian or insect cells, or egg-based,
culture procedures. In addition, our DNA deliveeghinologies may accelerate certain aspects ofmagebduct development such as
nonclinical evaluation and manufacturing.

Similar to the requirements for fightingnear, it is apparent that an effective approactaéiztressing chronic infections, which are also
deadly and debilitating, requires the ability tongrate a strong cellular immune response. Thisg@veration of vaccines—DNA vaccines—is
showing this capability. In addition to the targabeady partnered we are evaluating several pateéntectious disease targets in our internal
development program.

Business Strategy

Our objective is to be a biomedical compfogused on developing and commercializing prodtias address significant unmet medical
needs and, as a result, improve patients' qudiiifeo To achieve this objective, our businesat&gy currently includes the following key
elements.




Therapeutic Drug and DNA Delivery

We develop equipment designed to enabledkeof electroporation to achieve efficient anst-esdfective delivery into patients of
therapeutic drugs or DNA targeting a variety afééses. Although there are many diseases for vinigtoved drug or DNA delivery is
important, we believe that our greatest opportesilie in applying electroporation to DNA-basedréipges (including immunotherapy) in the
areas of cancer and chronic infectious diseases.

Advancing our Product Pipelir

The advancement of our product pipelingviz-fold; we have leveraged our patented technektfirough licensing and collaborations,
such as our licensing arrangements with Merck, Wyeid Vical, among other research-driven biophaeutcal companies; as well as
government and non-government agencies. Thesegpsudne pursuing development of proprietary agemté®nducting research using our
technology through a licensing arrangement foruse of our electroporation-based DNA delivery systeResources used to support our
partners in these efforts are funded by our pastrirraddition these arrangements provide us vathescombination of upfront payments,
development fees, milestone payments, royaltiesassupply agreement.

In addition to expanding and providing éleporation delivery expertise, we are directingogrces to proprietary vaccine development or
co-development, resulting in whole or partial ovalép in promising vaccines. We are focusing ondizeelopment of DNA-based therapies in
the areas of cancer and chronic infectious dised$esselection of targets for our independentosdevelopment programs is driven by three
key criteria: the complexity of the product devetggmnt program, competition, and commercial oppotiesi We intend to retain significant
participation in the product development and conuiaéization of any of these DNA vaccines and thergjes in pre-clinical and human trials
that receive regulatory approval, although we ntagose to secure additional partnerships to acdelpraduct development and
commercialization. We currently have a collabormtiommercialization agreement with Tripep AB todmvelop a novel DNA hepatitis C
therapeutic vaccine (HCV). The Swedish MPA and lletlics committees approved this Phase I/1l clihtdal and enrollment started in
November 2007

Expand Market Opportunit

We are continually evaluating and implenrenbpportunities to enhance our core technologiesassessing other DNA delivery
technologies. We are developing future product ichatds based on these technologies through prigalliand clinical testing to determine
their safety and efficacy. We also seek to devaligitional applications for our technologies bytitesnew approaches to disease control or
prevention. These efforts could lead to furtheejpehdent product development or licensing oppdiasmiln addition, we continually evaluate
compatible technologies or products that may bgoténtial interest for in-licensing or acquisition.

Expand the Application of Our Technologies and Ea&byoduct Development Through Strategic Collabiorag

In advanced pre-clinical trials and eaflgical trials, our technology has enabled highelsvof DNA uptake and gene expression without
significant acute side effects. Based on the resiitained, we believe that our technology is wetlitioned and as capable as competing
technologies to meet the requirements for DNA waesiand immunotherapy. Our strategy is to develdp Daccine and immunotherapy
applications with major pharmaceutical, biotechggland government agency partners wherever reakoaatl/or possible to license our D
delivery technology for specific genes or speaifiedical indications. In most partnering situatioms,provide proprietary instruments and
expertise to optimize the delivery of DNA for pattiar applications and the partner company provides
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its proprietary gene, allowing us access to compleary technologies or greater resources. We leetieat entering into selective
collaborations as part of our product developmeagirams can enhance the success of our produdbgevent and commercialization,
diversify our product portfolio and enable us tété&lemanage our operating costs. Our collaboratiitin partners allows pre-clinical research,
clinical trials and mutually beneficial opportuettito expand our product pipeline, which may leatthé introduction of a new treatment and/or
products in the marketplace at a rate and rangehahké may not be able to support on our own. Addilly, such collaborations enable us to
leverage investment by our collaborators and reduceet cash burn while retaining significant emiic rights. Our goal is to enter into
additional agreements to license our electropanagahnology for use in the delivery for specificgets in 2008.

Products And Product Development

Together with our licensees and collabosatae are currently developing a number of DNAdaagaccines and therapeutics for the
prevention or treatment of cancer and chronic tides diseases. Our current independent developfoeas is on these areas as well. The-
below summarizes progress in our independent, loaiidive and out-licensed product development piogras of December 31, 2007.

Pre-Clinical
Studies Development Status
Product Target and Phase Phase Phase Phase
Product Area Indication(s) In Vitro In Vivo | Il 1l \Y, Development
DNA Delivery
Immunotherap) Malignant Melanomi X X IP Moffit/RMR
Metatstatic Melanom X X X* Vical
DNA Delivery X X IP Merck
Tumor-associated
antigen therapeutic
vaccines HER-2 and CE/expressing cance
X X P Univ. of
Prostate Cance Southamptol
Unspecified Cance X Merck
Unspecified Cance X X Inovio
DNA Delivery Infectious
disease vaccin HCV Vaccine X X IP Tripep/Inovio
CMV Vaccine X X Vical
Unspecified Target X X Wyeth
Biodefense Targe! X X US Army
X X National Cancer
HIV Vaccine Institute
X X International AIDS
HIV Vaccine Vaccine Initiative
Unspecified Target X X Inovio

X = Completed
P =In Progress
* = Final data pending




DNA Vaccines and Immunotherapies

The technical limitations of conventionalceine approaches have constrained the develogheffective vaccines for many diseases. In
addition, the safety risks associated with certainventional vaccine approaches may offset the&ri@l benefits. In the broader vaccine
marketplace, it is important to note a changingagigic.

Traditionally, vaccines have been predomilyfocused on the pediatric market, intendedrtiiqet children from diseases that could
cause them serious harm. Today, there is a gromtegest in vaccines against diseases that magtaftiolescents and adults, which include
both sexually transmitted diseases and infectibasdtrike opportunistically, such as during pregyaor in immuno-compromised individuals,
including the geriatric population. We believe terhnologies, because of their potential safetydawlopment time advantages, could be
ideally suited for the development of this new gatien of vaccines. Preclinical studies in aninfedse demonstrated the safety and potential
efficacy of this approach.

DNA vaccines are intended to prevent aadisgprophylactic vaccines) or to treat an existiisgase (therapeutic vaccines). A DNA
vaccine consists of DNA plasmid molecules encodirsglected antigen or fragment of an antigen tteingroduced into cells of humans or
animals with the purpose of evoking an immune raspdo the encoded antigen. Information encoddigeiivaccine 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 respams#pr the activation of T-cells and "killer céllspllectively termed cell mediated
immune response. These responses can neutrakdienarate infectious agents (viruses, bacteria, @hér microorganisms) or abnormal cells
(e.g., malignant tumor cells). DNA vaccines hawesal advantages over traditional vaccines intiey are completely non-pathogenic
(meaning they cannot cause the disease), may &éetielf against diseases which cannot be contrbiedaditional vaccines, and are relatively
fast, easy and inexpensive to design and produdé {accines are stable under normal environmermadlitions for extended periods of time
and do not require continuous refrigeration. A ptisdly major advantage of DNA vaccines is theiogtdevelopment cycle. For example,
DNA vaccines against newly identified viral agemtay be developed within weeks or months, as opptustite years often required to deve
a traditional vaccine candidate.

DNA vaccines against cancer use a portfdhegenetic code of a cancer antigen to causesttb produce proteins of the antigen that
may induce an immune response.

We have acquired considerable expertiskedrdelivery and efficacy evaluation of DNA vacanboth against infectious agents and
complex diseases, such as cancer. In most caskaweechosen skeletal muscle as the target tisswadgine delivery as this muscle is known
to facilitate robust and long-lasting immune resgsm However, skin is also an attractive targeDiA vaccination and we have developed
and patented technology for DNA delivery into skells as well.

We are building a DNA franchise around tise of our proprietary electroporation technolazgether with gene-based treatments. The
flagship of our development efforts involves licersgreements with Wyeth, Merck and Vical, in whitlse companies are supporting the
development and registration of the therapies usimglevices. To date, most of our DNA vaccine ttigyment programs have been primarily
initiated by corporate partners who sustain theonitgjof the development expenses and have théyatulconduct the commercialization
activities. Going forward, we expect to increaseiaternal development expenses as we initiateoaur proprietary development efforts.

10




Cancer: DNA-Based Immunotherapies

Although cancer has been a major focushafipaceutical companies for decades, cancerlishgtisecond leading cause of death in the
United States. Traditionally, three approaches Heeen available for treatment of cancer: surgemiation therapy, and chemotherapy. The
limitations of current cancer treatments are derratexd by the mortality associated with this digeds addition, these treatments cause
significant side effects and morbidity.

For many decades, it has been suggesteththammune system should also be able to recegrancer cells as abnormal and destroy
these cells. However, cancer cells have developszhanisms that allow them to escape the survedlafithe immune system. A treatment
that can augment the immune response against teetlsrby making the cancer more "visible" to theriome system would likely represent a
significant improvement in cancer therapy. Immuystem-enhancing proteins such as IL-2 and IL-1Zhhown encouraging results.
However, these agents often require frequent dbsesegularly result in severe side effects. USiNA-based immunotherapies that enable
the body to "naturally”" express or produce IL-3lofl2 proteins or using DNA vaccines, it may be gibke to stimulate the immune system to
specifically attack cancer cells. It is possiblattbuch methods may be used to develop an effemmigeelatively non-toxic approach for the
treatment of cancer.

With our partners we have researched dsligehancements that may complement certain DN#etgl technologies and may help us
develop cancer therapies. The current clinicalestggproaches consist of injecting certain plasmidctly into lesions. This injection is
followed by electroporation, which enables the gaind significant uptake of plasmid DNA into thentor cells. The plasmids then direct the
production of immunostimulatory proteins, whichimiately lead to cytokine production. The intentlif procedure is to induce an immune
response that will eliminate the cancer.

The ease of manufacturing, convenience alildy to repeat administration may offer advaygs over the current modalities of therapy.
In addition, cancer therapies using non-viral DN&livery may offer an added margin of safety comgaréh viral-based delivery, as no viral
DNA/RNA or viral particles are contained in therfaulation.

Preclinical studies in animals have denastl the safety and potential efficacy of thisrapph. Subsequently, in human studies, a very
low incidence of treatment-related adverse eveate fbeen observed. IL-2 and IL-12 electroporatigma@ced non-viral cancer
immunotherapies under development are discussedbel

In December 2004, we initiated a Phaseclifical trial sponsored by the H. Lee Moffitt Gaar Center using our MedPulser® DNA
Electroporation System to deliver plasmid DNA caygfar IL-12 to tumors with the aim of treating ngaliant melanoma. The trial is measuring
the safety of our MedPulser® DNA electroporatiosteyn to deliver pDNA into tumor cells to mount amiune response. In this Phase /1l
open-label study, pDNA encoding IL-12 is delivedirbctly to tumors in patients with malignant medara through electroporation. Interim
results from this trial were presented in May 2@@d demonstrated that the DNA-based immunotherafiyeded by our electroporation
technology was safe and tolerable, facilitated geqpression, and resulted in significant objectivaor responses in treating melanoma.
Specifically, results from the study demonstratgdificant and dose-dependent increases in IL-ti?gim expression in the tumors of subjects
administered plasmid-based 112 with electroporation. These data confirm geression in the treated subjects. In additionjahévaluatior
determined that nearly 70 percent of the 78 trefatsurs (two to four melanoma tumors per subjeobged an objective local clinical
response to the treatment when biopsied after appthe therapy. This trial has completed enrolltrafr24 patients and further results are
expected to be presented in 2008.

In July 2005, we announced along with cantreer Vical, the initiation of a human Phase hiciél study of an investigational method of
delivering plasmid DNA coding for interleukin-2 {2), a potent
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immune system stimulant, for patients with recurraetastatic melanoma. Intravenous delivery of Ihr@tein is already approved as a
treatment for metastatic melanoma, but frequerdlyses severe systemic toxicities. The novel treattaggproach being studied in this trial
involves direct injection into a tumor lesion ofipimid DNA (pDNA) encoding IL-2, followed by elecfroration in which the local application
of electrical pulses are designed to enhance ttekemf the pDNA into tumor cells. The pDNA is dgsed to cause cells within the tumor to
produce high levels of IL-2 protein locally and ey stimulate the immune system to attack the tumithout the systemic toxicities
associated with injected IL-2. Interim results éhghtients from this trial were presented in Jud@72and demonstrated that intratumoral
delivery of pDNA encoding IL2 into melanoma tumors, followed by electroporatiwas administered safely following sedative preicegibn.
No serious adverse events related to the studyartmythe administration procedure were reportetithe treatment was w-tolerated. The
majority of related adverse events were localizethé treatment site, with the most frequent bemilg injection site pain. Individual tumor
responses were seen in 12 of 39 (31%) evaluatedrtuafter injection of different escalating dose$ ¢to 5 mg per tumor). Treated tumors (7
of 18, or 38%) showed local responses more freduérdn did untreated tumors (5 of 21, or 24%).dverall clinical responses by standard
RECIST (Response Evaluation Criteria in Solid Tushariteria were observed among the 19 subjectsiateal following one or two cycles of
treatment. Two subjects (11%) showed activity statit, untreated tumors, including one subject ggpwhrinkage and disappearance of lung
tumors. This trial has completed enrollment of 2a6ignts and further results are expected to beepted in 2008.

Cancer: DNA Vaccines
The following programs are underway with thniversity of Southampton and Merck.

In April 2005, The University of Southamptmitiated a U.K. Medicines and Healthcare prodiRégulatory Agency (MHRA) approved
Phase I/1l clinical trial undertaken in collabomatiwith us. The study uses our electroporationreldyy to deliver a therapeutic plasmid-based
DNA vaccine to skeletal muscle with the aim of tieg recurrent prostate cancer. The trial, sporsarel led by the University of
Southampton, is investigating whether the DNA vaecteveloped at the University of Southampton,stinulate patients to develop immune
responses against prostate cancer and whethef age electroporation system enhances this respéntegim (partial) results from this trial
from the first and partially from the second dasatment groups were presented in May 2007 and dstnaded that our DNA delivery
technology significantly enhanced the potency efgbne-based vaccine. Dr. Christian H. OttensmiiBr,, PhD, Cancer Research UK Senior
Clinical Research Fellow at the University of Sautipton, is the lead investigator of this trial. Tierim results demonstrated safety,
tolerability and significantly higher antibody respses for patients who received the vaccine withdelivery system versus those who were
treated without it. We have been collaborating viith Ottensmeier since 2005 on this University obitBampton clinical study, titled "A
Phase I-1l Trial of a DNA Vaccine with a PSMA27/pBJFusion Gene Given by Intramuscular Injection inA2+ Patients with Prostate
Carcinomas with or without Electroporation.” Thiady of patients with recurrent prostate canceassessing safety, tolerability, and cellular
(T-cell) and humoral (antibody) immune responses tovel plasmid-based cancer vaccine deliveratusiir proprietary DNA delivery
technology. In each of the two arms of this stuay,with and without electroporation-enhancedwsly, three patient groups are being treated
using escalating dosage levels. This trial has d¢etag enrollment of 30 patients.

In January 2008, we announced that newtsegertaining to this study were published in arpeviewed scientific paper, " DNA
vaccines: precision tools for activating effectimenunity against cancér in the February 2008 issue Wature Reviews CanceiThe paper
was authored by Jason Rice, Christian H. Ottensraei@ Freda K. Stevenson of the University of Santpton (UK). Dr. Ottensmeier and
Dr. Stevenson are investigators for this Phasetfistate cancer clinical study. In
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their paper, the authors noted that "...data fromleelowest dose levels already suggest that EfRtfelporation) enhances antibody and
CD4+ T-cell responses against the DOM 1 sequenedintnary analysis of CD8+ T-cell reactivity agairthe prostate-specific membrane
antigen...indicates significant responses in 3 o patients so far (J.R., C.H.O. and F.K.S., unighbd observations)." Their observations of
achieving a significant T-cell response were commgleted with the following conclusions: "...for climictrials of vaccines against cancer,
initial enthusiasm turned to frustration with arpagent failure to translate promising vaccine desigom preclinical models into human
subjects. The problem lay with delivery of DNA, amijht now be solved by EP (electroporation), which known way of increasing
transfection in vitro and is now successfully apglin vivo."

Further results from this study are expegttebe presented in 2008.

In this Phase I/l open-label study, pladi@NA encoding a prostate tumor antigen is deligtetigectly to skeletal muscle in patients with
recurrent prostate cancer. This technology use&srefgoration to enable the entry and uptake ofrpldDNA into muscle cells, which has be
shown in preclinical studies to induce antigen piaihn and generation of an immune response agéiedtimor antigen.

In November 2005, Merck initiated a Phaskriical trial of a DNA cancer vaccine based om BINA gene delivery technology that uses
pDNA encoding human epidermal growth factor receptmr HER-2, and carcinoembryonic antigen, or CEA a result of Merck reaching
this milestone, we received a payment of $2.0 amilliThe Phase | trial is evaluating the safetyeraiility and immunogenicity of the vaccine.

In December 2007, we received an additi@2ad million milestone payment from Merck. resudtifrom the filing of a second
Investigational New Drug (IND) application to thedel and Drug Administration ("FDA") by Merck foriNA-based vaccine using our DNA
delivery technology. The milestone relates to alaboration and license with Merck initiated in 12004 for the development of certain
DNA vaccines. Further development of the producy tead to additional milestone payments and rogaltd Inovio. We received this
milestone payment for our contribution to the dadleation, which has so far demonstrated the higél lef gene delivery and expression that is
thought to be necessary for the induction of agpeutic immune response. Merck has funded allagirdevelopment costs of these candidates
to date.

Numerous cancer antigens have been idedtifver the past few decades and better identdicédols are under development by others.
We will continue to evaluate opportunities to acguor partner cancer antigens that may be usefatge market cancers such as breast, lung
and prostate.

Infectious Diseases: DNA Vaccines

Like cancer, chronic infectious diseasépgéns have evolved certain mechanisms that esgaipal immune surveillance. These
mechanisms often render antibody and antibody-imdutherapies unable to control infections. Tecbgglthat induces strong cell-mediated
immune responses—Ilike DNA vaccination—is neededketeelop next generation vaccines for a varietyeafdly and debilitating infections.

The premise of gene-based immunizatiohasfor a particular targeted pathogen, selected Béhjuences can be introduced into muscle
where they will produce one or more antigens aedetby elicit both cellular and humoral immune res@s against that pathogen. Our
proprietary DNA delivery system for DNA-based imnmration uses intramuscular electroporation to enbahe cellular delivery and
expression of these DNA agents to produce theefsintigens. Compared to conventional vaccines, Dal&ines delivered using
electroporation may provide important advantagesctelerating the onset and enhancing the leviehiwfunity generated, which is critical in
attempting
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to address threats posed by pandemics or biotemofertinent DNA sequences can be quickly idewtifind isolated from potential infectious
organisms, sequenced, and synthesized for vaammatithe general population or military in ordelinduce a protective immune response.

We believe advantages of DNA vaccinestifedtious diseases delivered via electroporatictuie:

. robust T-cell responses not achievable with otkelnrologies;

. the ability to make therapeutic as well as proptiytavaccines

stability and manufacturing advantages;

. intramuscular delivery with a low cost disposabdeide component.

In January 2006, we signed an agreemehtSviteden-based Tripep to co-develop a therapeatcine for hepatitis C virus (HCV) using
electroporation. The vaccine will be based on Tpip@roprietary HCV antigen construct and deliveeohfected individuals using our
MedPulser® DNA Delivery System. Enrollment has befur the Phase V/ll clinical trial in healthy volteers. The study is being conducted at
the Karolinska Institute's University Hospital iw&den. The terms of the development agreementazadach party to fund a portion of the
Phase | and subsequent Phase Il trials and therestire profit according to their contributiorovio will initially receive a 33% ownership in
the overall product with the option to increasa tioi 50% after the completion of the Phase I/dltri

In November 2006, we entered into a coltabon and license agreement with Wyeth to devE&bi& vaccines against multiple infectious
disease targets. For further discussion abougatirieement, see "Partnerships and Collaborationsivbe

The selection of targets for our proprigtarfectious disease program is driven by threeddégria: the complexity of the product
development program, competition, and commercigbojinities.

DNA Vaccines for Biodefense

With the adoption of the Project Bioshidlct in 2004 by the U.S. government, there is anoopymity to secure development funding and
for proof-of-principle DNA vaccine studies for biawfare pathogens, and we have been successfuduatrggfunding from the U.S.
government. We believe DNA vaccines delivered eléctroporation for bio-defense have the followattyantages:

. establishment of a platform technology that candaelily adapted for new threa

. ability to rapidly manufacture and sc-up vaccine candidates for newly identified pathagy
. rapid induction of protective immune responseofeihg vaccination; and

. long shelf life of products for stockpiling.

As resources obtained from government fogdian be leveraged to enhance the developmeetiofidlogy in the area of cancer and
chronic infectious disease, we will continue togue opportunities in the area of biodefense. Asxample of potential applications in the area
of biodefense, one of our partners (RMR, LLC) isrently employing its skin electroporation techrgtdn the pre-clinical development of an
anthrax vaccine under a Department of Defense Suaihess Innovation Research Program (SBIR) g¥&etcurrently have commercial
rights to this skin electroporation system. Thétedogy may also be useful with respect to targath as the Lassa fever virus currently being
studied by the U.S. Army in collaboration with us.

14




In October 2006, we announced that we \&er@ded an appropriation of approximately $1.1iamlby the United States Department of
Defense for the development of a DNA delivery elgobration technology for vaccination against itifaes diseases, including potential
bioterrorism agents. The United States Congresmpppted the funding in the Defense Appropriati&ilsfor 2007. The appropriation is a
continuation of prior funding from the United Sttérmy to us focused on the development of a mfiestive DNA delivery system for DNA-
based vaccines. Inovio is working closely on thigjgct with Dr. Connie Schmaljohn, a world-renownélogist and chief of the Department
of Molecular Virology at the United States Army Meal Research Institute of Infectious Diseases (MBAD) at Ft. Detrick, Maryland.

Gene Therapy

Over the past ten years, classic geneigeyatreatment of inherited disorders has provfficdlt. Electroporation of genes encoding
therapeutic proteins has, however, demonstratepdtential to resolve these difficulties. In vivmguction of proteins such as Factor IX for
hemophilia or EPO for anemia represents large nafeortunities. Pre-clinical studies for our parhave demonstrated multiple desirable
characteristics of our approach, including:

. long term expression of the desired gene for colewtmnlosing;

. lack of immune responses to the plasmid ver

. ability to achieve therapeutic levels of desiredtgin at a steady state; a

. more natural production of the therapeutic protean current recombinant proteins.

The major technical hurdle for use of @ahinology for classic gene therapy is the induatiban unwanted immune response to the
transgene product due to the highly efficient deljvand expression seen with electroporation. Asptoblem may take significant resource
overcome, we have decided not to focus on this etankthe near term.

Animal Health/Veterinary

While we are primarily focused on the ueur technology in the development of novel hurtterapeutics, we 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 electroporationtteology for drug and vaccine delivery, it can Bedifor research to validate new drug targets
and to deliver molecules. Such use of our technotogy facilitate transition into clinical developnte

We continue to pursue, on a limited bagisearch and opportunities in the areas of stels, e vivo applications and RNAI.
Partnerships and Collaborations

In November 2006, we entered into a coltabon and license agreement with Wyeth for a waidid non-exclusive 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 omahproduct sales and, contingent upon the achiemeof clinical and regulatory milestones,
payments of up to $60.0 million over the term &f #greement.

In October 2006, we announced that we \&er@ded an appropriation of approximately $1.1iomlby the United States Department of
Defense for the development of a gene delivery
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electroporation technology for vaccination againfdctious diseases, including potential bioteswriagents.

In October 2006, we announced that we aedurom Valentis, Inc. certain DNA delivery andpegssion assets, including Valentis'
DNAvax® polymer delivery system and GeneSwitch®eeggulation technology.

In July 2006, we announced that we extermigdicense with RMR Technologies, LLC ("RMR") bxercising an existing option to
license certain patented technology relating tadiglevery of gene-based therapeutics into skinsExitends a long-standing relationship with
the University of South Florida scientists and RkdRnders Drs. Heller, Jaroszeski, and Gilbert. Telationship dates back to the co-
development of our MedPulser® Electroporation kmstent for treatment of all types of solid tumorsliding H&N cancers. RMR is the
collective effort of three scientists in collabaoat with the University of South Florida and theltée Moffitt Cancer Center and Research
Institute. The license also included other patentslving the delivery of genes or drugs via exogiintratumoral, and intramuscular
electroporation. Recent pre-clinical studies supties, for certain indications, needle-less skat&oporation of DNA plasmids encoding
selected antigens may also be effective at indud@sired immune responses. The patented technbtemged from RMR covers various skin
electroporation electrode designs and methodgyditoy a needle-less design using a flexible mdtdRiIR has agreed to collaborate in an
effort to develop research prototypes into comna¢igiiade electrodes for skin delivery as well d&phovel forms of electroporation-assisted
DNA delivery. We have agreed to provide RMR withertdevelopment expertise pertinent to projecth siscRMR's SBIR-funded pre-clinical
study using RMR's proprietary, dermal electrodeddiiver a DNA vaccine against anthrax. In conraettvith the acquisition of this exclusive
license, we issued 86,956 shares of our commolk sitoe price of $2.30 per share, worth $200,00€herdate of issuance.

We have also licensed from RMR patents¢hein the intratumoral delivery method used in ¢hgoing clinical trial at the Moffitt Canc
Center & Research Institute, which is delivering gene encoding IL-12 directly to melanoma lesi®dR, Inovio, the University of South
Florida and Moffitt Cancer Center have been coltating in the development of this novel therapyrf@anoma for the past two years.

In May 2006, we announced the acquisitiorer a license with Sphergen SARL, of rights teesal patent families relating to the use of
electroporation technology. The rights Inovio lised included two patents with broad claims regareiectroporation of nucleic acids in
muscle and tumor tissue. This intellectual propadguisition enhanced the breadth of our paterifqiior directed to the use of electroporation
technology to deliver therapeutic biopharmaceuic@he license also includes grants of rights mwkdow, future improvements, and
provisions for exclusivity in applications to humaredicine.

In January 2006, Inovio signed a collabweadgreement with Tripep to co-develop a therapéhgpatitis C virus (HCV) DNA vaccine
using electroporation. Under the terms of this egrent, Inovio has pledged certain electroporatguipgment toward the Phase I/Il study of
proprietary Tripep vaccine in exchange for a minimof 33% of the licensing revenues or commerciabine that might be derived from the
vaccine. Under the terms of the agreement, Tripdpnly commercialize the electroporatidiased vaccine with Inovio equipment. This ini
Phase I/1l clinical study is designed to assetisafDNA vaccine is safe and tolerated when adnarest to HCV infected individuals with a lc
viral load. In addition, the capability of the véme to induce an immune response and the effeeirahload will be studied. Enrollment was
initiated in November 2007. If Inovio decides nottbntinue to support the co-development, we within a profit share of sulsensing fees ¢
commercial revenues going forward.

In May 2005, we announced that Merck exaatian option for a non-exclusive license for aditamhal antigen to be used with Inovio's
MedPulser® DNA Delivery System. This option exeecigas
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provided for under the 2004 license and researtiabmration agreement between Merck and us, angghtathe total number of antigens
licensed by Merck to three. We received an optemfor the additional target antigen. Under thengeof our licensing agreement with Merck,
we are eligible for milestone and royalty paymeht®rtain development goals and commercializatibthe device are achieved by Merck.

As previously discussed, in April 2005, arounced the initiation of a U.K. Medicines andlteare products Regulatory Agency
(MHRA) approved Phase I/ll clinical trial undertakim collaboration with the University of Southampt Our electroporation technology is
being used to deliver a therapeutic plasmid-badd4 Baccine to skeletal muscle with the aim of tiegtrecurrent prostate cancer. The trial,
sponsored and led by the University of Southamptorgstigates whether the DNA vaccine, developatetiniversity of Southampton, can
stimulate patients to develop immune responsesisigpiostate cancer and whether use of Inoviotdrelgoration system enhances this
response.

In October 2004, we announced an agreemigmd/ical wherein Vical licensed our DNA delivetgchnology for use with HIV,
cytomegalovirus (CMV) and melanoma (using pDNA I t&rgets. This agreement was based on an opti@egnt established with Vical in
October of 2003 for a worldwide license for the aeur proprietary in vivo electroporation deliygechnology in combination with Vical's
proprietary vaccines.

In May 2004, we announced a significargrising deal with Merck for the development of Mé&dBNA cancer and infectious disease
vaccines. The terms of the agreement include roibesaind royalty payments for successful compledfdhe clinical development of the
vaccines by Merck. Merck will also reimburse ustlee co-development of a proprietary electroporasigstem for the delivery of the Merck
DNA vaccines. This development and commercializatigreement was an extension of an initial evalnadigreement established in 2003.
Under the terms of the agreement, Merck receivedight to use our proprietary technology for typedfic antigens with an option to extend
the agreement to include a limited number of addil 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 goerys of the electroporation system
designed for administering DNA vaccines. Merckesponsible for all development costs and clinicagpams.

The research carried out under the aboxeeagents may result in new long-term license agesésrwith the other parties and may
provide us with additional data that we believe adsist us in assessing the efficacy of usinguetPulser® DNA Electroporation System for
delivery of DNA vaccines and gene therapy. The gatauld also further assist us in our licensing emimercialization efforts.

In addition to the above collaboration #ndnsing arrangements, we may develop our own DiNAapeutic product through early stage
clinical trials and partner the product for lategs clinical development and marketing. We may haveegotiate license(s) for genes or other
components of the product if they are not in thbligidomain.

Market

Our product development strategy is focuseg@ursuing significant product opportunities whére company's technology is truly
enabling.

During 2007 we prioritized our efforts aftessessing different market opportunities baseanoavaluation of technology risk, market size
and partner interest in DNA vaccines. Based omoamagement's assessment of the market opportywitieslogy applications appear to
represent the best market opportunities, followegdplications for infectious diseases, gene thefapprotein deficiency diseases and
biodefense DNA vaccines.
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Our preference has been to partner wittitin®ns or companies that can provide the DNAussgre or gene of interest and the clinical
development capabilities. The types of partnersbgsrange from pure out-licensing to joint vensui/e have focused our efforts on
developing and customizing the proprietary eleatrafion device most suited for each indication praviding the regulatory and support
services necessary to make each product develo@uotvity successful.

We believe that there is a significant uholmical need to develop more efficacious vacsitteat stimulate cellular immunity (i.e. can
induce T-cell responses) and can be applied t@sésesuch as cancer, hepatitis C or HIV infectiam.these applications, our scientists believe
that DNA vaccines may offer an improvement oven@tional vaccination. Our scientists believe #lattroporation of DNA is critical in
maximizing the efficiency of DNA vaccination in ma®g the unmet clinical need for therapeutic vaesirWe therefore plan to work with our
corporate partners to develop electroporationtferdelivery of DNA vaccines to capture what somalysis consider to be a multi-billion
dollar market opportunity. DNA vaccines also reprégsa technology platform that is of interest teggmment agencies concerned with milit
preparedness and bioterrorism threat neutralizat\mare working with the U.S. government to depefte technology for selected infectious
disease targets.

Competition

Although there are many competing technielfpr DNA delivery, we believe electroporatiorsfeunique strategic position compared to
such technologies for the following reasons:

. Minimal or no delivery related side effects
. Shorter timelines for vaccine developm

. Enhances DNA vaccine poten

. Ease of use

Minimal or No Delivery Related Side Effe

Any company that is developing a DNA badelivery technology, such as viral delivery systelipgd-based systems, or electroporation
technology with an aim to carry out in vivo gendivdy for the treatment of various diseases, itential competitor of Inovio.

Currently there are five key DNA deliveechnologies: viral, lipids, naked DNA, "gene guntialectroporation (competing technologies
are discussed in more detail below). All are pramgigechnologies, but they each also have theguambbstacles to overcome. The key is to
determine which delivery technology has the beanhck to succeed. Management believes Inovio'seferation system is strongly positiol
to succeed as the dominant delivery method for DMdécines.

Viral vectors can be highly effective howethere continue to be concerns regarding potemtigations, unwanted immune responses
against the vector itself (preventing its use &administration or booster shots) and other sifketsf Viral technology has yet to show
predictable, consistent safety and is very expensiipids can be effective, but may also have tibxissues and are relatively expensive.
Naked DNA is relatively inexpensive and not verfeefive. The gene gun technology (using gold pkegi@s carriers of DNA for skin delivel
looks promising, however, there are data suggestiaigelectroporation offers equal or better efficand may offer broader utility without
requiring a carrier. Not requiring a carrier alloglectroporation to have a unique advantage ovapeting technologies because it eliminates
one additional component that may independentlpagate side effects and create manufacturing aalityjoontrol challenges.
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Competitive advantages of electroporatioer mther delivery systems are summarized on Thiblelow:

Table 1: Present comparison of DNA Deliviesghnologies

Carrier/Vector Type Carrier/Vector Issues Efficacy Economics

Viral Mutations +++++ $$5$$
Immune Response
Infection Symptom:

Lipids Toxicity ++ $$
Particle Gur Manufacturability ++++ $3%
Naked DNA No Vector + $
(Electroporation Enhance No Vector ++++ $

Inovio scientists were the first to showttn vivo electroporation of DNA plasmid could leea dramatic effect on increasing the delivery
of plasmid to muscle. More pertinently, researchrmvio and partners has indicated that levelsasfegexpression and immune response ci
enhanced between 100 to 1000-fold. It appearsetbatroporation may be the one technology thateceile DNA vaccine use in the clinic
with an easy to use system and significantly enb@MA vaccine potency without vector-related siffeas.

Shorter timelines for vaccine development

DNA vaccines can be rapidly developed,cast effective and provide one of the best wayindace cellular immune responses. The
efficiency of DNA vaccines is evident in the ea$enanufacture and characterization relative todtier conventional vaccine development.
For example, one fermentation and purification pesccan be used for any number of different DNAweas, and the inherent challenges
faced by live vaccines and subunit vaccines whecjuire unique processes are eliminated.

The average development time of conventipraein vaccines has been over 14 years, whiléivie viral vaccine development has been
on the average 20 years. We believe the developtimestof novel DNA based vaccines can be signifilyareduced to approximately six yee
which clearly represents a great advantage overertional vaccines.

Enabling DNA vaccine

Commercial and academic institutions hasenbtrying for over 15 years to develop DNA vacsinéth sufficiently potent immune
responses to make them commercially viable—witmouth success. One facet of DNA vaccine Researcibamdlopment ("R&D") has been
to combine an adjuvant component to help initiagemeral immune response to complement the spétifitine response induced by the D
vaccine, but adjuvants complicate manufacturingraagt generate additional unwanted side effects.

In addition to being a highly efficient dedry method of plasmid to muscle cells, Inovio Baswn that the mild electrical pulses of
electroporation also have an adjuvant effect. &djsivant effect seems to be related to more Cp@aaung plasmid gaining access to
intracellular toll-like receptors, which stimuldteate immune responses, and to slight muscle deywéagch can lead to a danger signal to the
immune system(1). To date, few, if any, common aaljis seem to be required to augment immune respaixserved after DNA vaccine
delivery with electroporation.

Q) Babiuk, S. et al., 2004, Increased gene expressidrinflammatory cell infiltration caused by elegoration are both important for
improving the efficacy of DNA vaccines. J. Biotedi.0:1.
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General observations to date suggestltiea¢ thas to be an increase in gene expressiorledsit100-fold (compared to naked DNA) in
order to achieve a therapeutic benefit in largenafs including man. Electroporation is currentlg timly method whereby one can routinely
increases in gene expression of 100 to 1000 fb&teby making the development of a large numbe&aotines and therapeutics possible. In
effect, electroporation increases the trivial lavefl gene expression seen with naked DNA alonkéddhterapeutic levels needed for the
development of successful commercial products. pats Inovio in a unique position relative to coriipg technologies. Competing
technologies are discussed in more detail below.

Ease of us

Most conventional vaccines require moratbiae injection for maintenance of immunity. Theotloporation process to deliver a DNA
vaccine is a single-step procedure requiring jasbads and does not increase the complexity ofaheination procedure. Conventional
immunotherapy procedures require intramuscularledadertion; we are developing delivery systenas thould allow administration of the
DNA and electroporation to be done with even gmeatavenience. For DNA vaccine development, unfilest conventional approaches,
electroporation offers the ability to combine dely with potential immune response augmentation baleeve electroporation has several
notable strengths over conventional vaccine apmescsuch as:

. Efficient expression with little toxicity.

. A physical method, where the experimental parameter easily transferable, as well as adaptablesawarious species of
animals (providing a direct path from research predclinical testing to human clinical testing).

. Ability to customize treatment parameters, depemdin end product (electric pulsing details, rep@ig, drug dose, etc.
. Apart from the DNA vaccine of interest, no additibbiomolecules are needed for therapy, which nraplfy regulatory
approval.

. Applicable to a wide range of biotherapeutics (DNRNA, siRNA).

. Applicable to the largest organs of the body, siid skeletal muscle.
Competitive Technologies in the Area of DNA Delivery

Effective DNA delivery technologies are cal for DNA vaccines. Many of the leading scietdtis) these fields have pointed out that the
major obstacle to success has been the lack ofeffifdent, and economical methods of deliveringA

Of the more than 800 gene therapy and DBécine clinical trials started in the U.S. to daiene have progressed to regulatory approval.
We believe that existing DNA delivery alternativesve been a significant bottleneck to the succedsftelopment and commercialization of
these promising next generation of vaccines. Theviing descriptions highlight the issues of théséirg alternatives.

Viral DNA Delivery

This technology utilizes a virus as a @rto deliver genetic material into target cellseTmethod is very efficient for delivering vaccine
antigens and also has the advantage of mimickialvieal infection so that the recipient will mousbroad immune response against the
vaccine. The greatest limitation of the technolaggroblems with unwanted immune responses agtiiastiral vector, limiting its use to
patients who have not been previously exposeddwitial vector and making repeated administratidiicdlt. In addition, complexity and
safety concerns increases cost of vaccines andlmatgs regulatory approval.
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Ballistic DNA Delivery (Gene Gut

This technology utilizes micron sized DNAated gold particles that are shot into the skingisompressed gas. The method has maturec
considerably over the last 15 years and has showr &n efficient method to deliver a number ofciae antigens. Since the DNA is dry
coated, excellent stability of the vaccine can ti@eved. The method is limited to use in skin anty @ few micrograms of genetic material
be delivered each time. This may limit the utilitithe method for targets such as cancer whereehigses of vaccine antigens and stronger t-
cell responses are needed.

Lipid DNA Delivery

A number of lipid formulations have beeweleped that increases the effect of DNA vaccifiégse work by either increasing uptake of
the DNA into cells or by acting as an adjuvantrtalg the immune system. While there has been gtpembress in this field, lipid delivery
tends to be less efficient than viral vectors andlso hampered by concerns regarding toxicityiacreased complexity.

"Naked" DNA Delivery

The simplest DNA delivery mode is the intjec of "naked" plasmid DNA into target tissue, aliy skeletal muscle. This method is safe
and economical but inefficient in terms of cellnséection, the process of transferring DNA intcedl across the outer cell membrane.
Unfortunately it is also the least effective waydelivering DNA since only an extremely small fiact (approximately one out of twenty
million) of the DNA molecules will be taken up hyet cells. While the method may have provided sotitigydfor gene therapy, a number of
clinical studies over the last decade have shoanttie method is inadequate for delivering DNA waes into large animals and humans.

"Naked" DNA Delivery With Electroporation

When naked DNA injection is followed by eti@poration of the target tissue, transfectiosigmificantly greater with resultant gene
expression generally enhanced from 100 to 1000 fidics increase makes many DNA vaccine candidattengially feasible without unduly
compromising safety or cost.

In December 2004, the first patient waated with Inovio's electroporation therapy andasplid DNA-based immunotherapy and we
have initiated, together with partners, additidPaase | clinical trials using our electroporatiordeliver DNA-based immunotherapies or DNA
vaccines. To date we have not observed any segituerse events that can be attributed to the uskectroporation in these clinical DNA
studies.

We believe that the greatest obstacle tkimyaDNA vaccines and immunotherapy a reality, nigntige safe, efficient, and economical
delivery of the DNA plasmid construct into the tarrgells, may be surmounted by our electroporagehnology. The instrumentation we use
for high-efficiency in vivo gene transfer is derivfom the instrumentation we developed for intnadwal, intramuscular and transdermal drug
delivery, an extension of the MedPulser® produgt.iWe believe electroporation may become the ndedfichoice for DNA delivery into
cells in many applications.

SECTA Program

Our SECTA therapy is designed to localbatrsolid tumors by selectively killing canceroedis; thereby minimizing cosmetic or
functional detriments often caused by surgical reshof predominantly healthy tissue around a tun@ut SECTA therapy uses bleomycin
sulfate delivered intratumorally by our MedPulsesf@ctroporation system. The purpose of this therapy provide treated patients with
quality of life benefits not considered achievaling a surgical treatment
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method, with the intent of also achieving equivalesults in terms of local tumor control and suali We initiated multiple clinical studies
with the aim of demonstrating these benefits wétbpect to several different cancer indications.

Each cancer indication was the subjectsd@arate clinical development program specificddlgigned to address the unique and
differentiating clinical and biological attribute$ each cancer being evaluated. We completed emeali of 13 patients in an FDA-approved
Phase I/ll clinical study of recurrent breast can®@ patients in a European pre-marketing studyeaid and neck cancer, and 89 patients in a
European pre-marketing study of patients with sleincer.

We were enrolling patients in two Phaselilical studies designed to evaluate the usaiofS&EECTA therapy as a treatment for resectable
recurrent and second primary squamous cell carasahthe head and neck ("SCCHN"). These spedifitias accrued North American and
European patients with tumors in the anterior avstgrior areas of the oral cavity. The primary exdpof these two Phase Il trials was
preservation of function status at four and eightth intervals as measured by the PerformancesS&tale (PSS), which assesses the ability
of a patient to eat "normal" foods, speak undedshty, and eat in public. On June 5, 2007, we anoed that we had stopped enroliment of
these studies based on a recommendation fromi#itie independent data monitoring committee ("DMOHe DMC expressed concern about
the study's efficacy and notable serious adversatsyincluding higher mortality rates associatéti the SECTA therapy arm of the study
when compared to the surgery treatment arm. IDME's opinion, although no single parameter waficgaht to warrant recommending a
review of the trial, the totality of data for thiscurrent head and neck cancer study suggestedfavouable benefit-to-risk profile for the
SECTA therapy arm relative to the surgery treatnaemt. The DMC also noted that the perceived slomlenent in the study presented a
possible challenge in meeting our patient enrollngerls of each of these two trials, but furthebekated that if timely enroliment could alli
the combined trials to reach an aggregate targéd@fpatients, this would provide enhanced insigigarding the benefit-tdsk profile for our
SECTA therapy. Without conducting further analysis, stopped patient enrollment to allow us to cadwr own interim analysis of the
unaudited and unblinded data regarding the 212mpigtienrolled to date.

We are continuing to monitor patients teelaih our five SECTA clinical studies and are canently analyzing the resulting data. Inovio
management estimates the cost to complete SECTiénpatonitoring, as required by regulatory and golinical practice ("GCP") standards,
and data analysis performed for the purpose ofimibtha strategic partner may total approximatedys$million in 2008 and approximately
$1.5 million in 2009, although we expect to substdly complete this analysis by the end of 200Be TTompany will not independently
reinitiate the two Phase Il clinical studies hdlte June 2007 nor initiate other clinical studsestaining to our SECTA therapy.

Our business plan for our SECTA therapyaw focused on generating a set of clinical datasscmultiple indications to further
characterize the therapy's clinical benefits, yadetlysis, cost savings, and profit potential seaey to make this product viable and attractive
for a potential marketing and sales partner thatsteecessfully market our product. As a resultwfefforts in validating data from prior
clinical studies and our continuing belief that pending data will provide additional support foe tadvanced therapeutic benefits of our
innovative device, we believe we will be able tatioue our efforts to secure a commercializatioth far our SECTA therapy, which could
include: a) securing one or more industry partripssfor either select geographic regions or oncater global scale; b) spinning out our
SECTA assets into a newly formed company, fundéidedy by third party investors; or c) selling 0BECTA assets to interested parties.
Management cannot reasonably assure our stockkdlirany of these alternatives will be completeckalize material value to Inovio or ¢
stockholders.
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Medical Device Manufacturing

We are a medical device manufacturer amdpah, operate in a regulated industry. We musptpwith a variety of manufacturing,
product development and quality regulations in ptdébe able to distribute our products commergiatound the world. In Europe, we must
comply with the MDD. We have a Quality System d&ti by our international Notified Body to be inrapliance with the international Qual
System Standard, ISO13485, and meeting the Ann@xidlity System requirements of the MDD. We congadedin Annex Il Conformity
Assessment procedure and achieved our CE MarledftgdPulser® electroporation system in March 1998.completed an Annex Il
Conformity Assessment procedure and achieved oumM@ik of the Elgen electroporation system in Novem2006.

In the U.S., we are required to maintamiliites, equipment, processes and proceduresatieain compliance with quality systems
regulations. Our systems have been constructed to tompliance with these regulations and our orgoperations are conducted within
these systems. Commercially distributed devicebivthe U.S. must be developed under formal desotrols and be submitted to the FDA
for clearance or approval. As we prepare for U.&kating, all development activity is performed@tling to formal procedures to ensure
compliance with all design control regulations.

We employ modern manufacturing methodsamdrols to optimize performance and control cdsiternal capabilities and core
competencies are strategically determined to opérour manufacturing efficiency. We utilize contratanufacturers for key operations, such
as clean room assembly and sterilization, whichhateeconomically conducted in-house. We also autsosignificant sub-assemblies, such as
populated printed circuit boards, for which capiejuirements or manufacturing volumes do notfisertical integration. As we transition
from late-stage development activities into high&lume manufacturing activities, internal capatastwill be modified and added, as
appropriate, to meet our changing priorities.

Currently, the durable electronic generatahe MedPulser® and Elgen system is assembded &utsourced populated printed circuit
boards, and then tested, packaged and inventdrimat ananufacturing facility. The disposable appitrs used with the MedPulser® system
are assembled and sterilized in a clean room atdmitontract manufacturers. Future manufacturfrapplicators for clinical trials and
commercial distribution is planned to be done usirgpmbination of internal manufacturing and owsidntract manufacture.

Intellectual Property

Our success and ability to compete depepds our intellectual property. We maintain a brdaded patent portfolio (both original and
in-licensed technologies) that as of December 807 2includes over 62 issued U.S. patents andsiged foreign counterpart patents, all of
which collectively include claims to methods andiewices for clinical use in the electroporationdinal arts. Specifically, patented subject
matter, as well as subject matter pending in tt& dnd foreign patent offices, includes methoddandce claims for delivering by
electroporation medically important substanceséoitterior of cells in various body tissues suslagatient's muscle, skin, and other organs.

The company's core technology is centerefive broad, medically relevant "indication” cabeigs including oncology, gene
therapy/delivery (including vaccination with expside vectors), vascular administration (e.g. byheter), transdermal administration
(including delivery of substances for cancer, gireeapy, and cosmetic applications), and ex vivoiagtration (e.g. by electroporation of
cells outside the body and introducing the creatdls to the patient).

Supporting Inovio's primary business foaus, intellectual property in gene therapy and Déi&livery enjoys a broad scope of patent
protection, such as found in U.S. patent numb&8%525 and
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in-licensed patents 6,110,161, 6,261,281, 6,610,64%68,060 and 6,939,862, which include claims&thods and apparatus for implanting
macromolecules (e.g. DNA and pharmaceutical comgsyuimto selected tissues of a patient by electiatom. U.S. patent number 6,763,264,
with claims to methods of delivering expressionteezand molecules, and U.S. patent number 6,697y claims to methods of in vivo
electroporation of skin and muscle, provide broaddu coverage to the company. Other of our papeatsct our proprietary methodology of
electroporation wherein the electroporation progesarried out using "opposed-paired” electritdfigulsing. Such patents include, and are not
limited to, U.S. patent numbers 6,241,701, 6,128,4%9233,482, and 5,702,359C1. It is importantrtdarstand that patents having claims
directed to methods of delivering substances sués using electroporation and devices for suchadst are generally applicable to DNA
delivery and oncological applications.

With respect to oncology, U.S. patent nunt869,149 provides broad claim coverage diretieaimethod for the application of electric
fields to a tissue of a patient having a "cell ffevhtion disorder” for the purpose of introducimglecules into cells of the tissue to treat thé cel
proliferation disorder. Such method comprises giing an array of multiple opposed pairs of eleatsddonnected to a generator, wherein at
least two pairs of electrodes, after being placeskiected tissue along with the substance beewreporated, are activated simultaneously
with electric pulses. Likewise, in-licensed patég28,315 claims methods of electroporation of DidAumor cells in a broad manner.

We have a number of issued U.S. and forpaents claiming a widely used gene regulatiohrietogy called GeneSwitch® that permits
control of gene expression from DNA sequences w@mall molecule that can be administered orally.és@mple, U.S. patents 5,364,791 and
6,599,698 claim various aspects of this uniqueleggun system that may be used in gene therapyustedin addition to electroporation
technology for gene delivery, the company also meda group of patents claiming the delivery of ®Nsing polymers (e.g., 6,040,295 and
6,514,947) and lipids (e.g., 6,387,395 and 6,239,81at are useful in the development of certainADMccines.

Our patent portfolio is also active witlspect to vascular, transdermal, and ex vivo apjidica of electroporation technology. For
example, U.S. patent 5,704,908 includes claimsctiitkto an electroporation balloon catheter. Addgily, U.S. patent 6,342,247 is directed to
methods of increasing vasodilation, an importadication in maintaining blood flow in certain patte with vessel occlusion problems. U.S.
patents 6,697,669, 6,654,636, 5,810,762, and 51489rovide claims to transdermal application et#ic fields to surface tissues, while U.S.
patents 6,027,488, 6,746,441, 6,800,484, and 6,480nclude claims to electroporation of cells itmoz Such electroporated cells could be
used either in laboratory settings or for introductnto patient blood stream or other tissues.

Of further importance to the company, theently issued patents provide a potential monppake for the claimed subject matter for the
various indications to at least the year 2017 anderous claims will be in force to between 2018 2020.

Corporate History and Headquarters

We were incorporated on June 29, 1983, uthdelaws of California as Biotechnologies & Exipegntal Research, Inc. On December 10,
1991, we changed our corporate name to BTX, Ind.aaain on February 8, 1994 changed it to Genetsphic. On April 14, 1994, the Board
of Directors approved a share exchange agreemémGensolidated United Safety Technologies Inc.82ptember 2, 1997, the company
listed on the Toronto Stock Exchange ("TSE") aséb®mics Biomedical Ltd, under the laws of BritiSblumbia, Canada, which wholly-
owned Genetronics, Inc. On June 15, 2001, we cdeygbke change in our jurisdiction of incorporatiooni British Columbia, Canada, to the
state of Delaware. This change was accomplishedigiir a continuation of Genetronics
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Biomedical Ltd. into Genetronics Biomedical Corgara, a Delaware corporation. On January 17, 20@83yoluntarily delisted from the TSE
where our common stock had been listed since Sdytefy 1997. On March 31, 2005, we changed ourozatp name from "Genetronics
Biomedical Corporation" to "Inovio Biomedical Comation." We carry out our business through our &thibtates wholly-owned subsidiary,
Genetronics, Inc., and our Norwegian wholly-ownetssdiary, Inovio AS; we also have a wholly-ownedbsidiary located in the Republic of
Singapore, Inovio Asia Pte. Ltd., which may beatfprm for future R&D efforts.

Our principal executive offices are locatééd 1494 Sorrento Valley Road, San Diego, Calito@2121-1318, and our telephone number is
(858) 597-6006. Our common stock is traded on thmeAcan Stock Exchange ("AMEX") under the symbd&O." Trading began on the
AMEX on December 8, 1998. Effective April 4, 20@&y AMEX ticker symbol changed from "GEB" to "INO."

Available Information

Our Internet website addressvisw.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 ondtkedf directors and executive officers, and anyeadments to those reports filed or
furnished pursuant to Section 13(a) or 15(d) of3keurities and Exchange Act of 1934, available &echarge on our website as soon as
reasonably practicable after we electronically $ileh material with, or furnish it to, the Secastiand Exchange Commission (the "SEC").
can learn more about us by reviewing such filing®ar website or at the SEC's websitevatv.sec.gov

Employees

As of March 7, 2008, we employed 37 peapla full-time basis and 6 people under consuling project employment agreements. Of
the combined total, 28 were in product researclichvimcludes research and development, qualityrasse, clinical, engineering, and
manufacturing, and 15 were in general and admatistr, which includes corporate development, infation technology, legal, investor
relations, finance, and corporate administratioon®of our employees are subject to collective diaigg 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 Reppdhe risks and uncertainties
described below are not the only ones we face.tidbddil risks and uncertainties not presently kndemis or that we currently deem
immaterial also may impair our business operatidhany of the following risks actually occur, domsiness, financial condition and operating
results could be materially adversely affected.

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 new medical devices and condgctiinical trials is expensive. Our product deyetent efforts may not lead to commercial
products, either because our product candidatetofae found safe or effective in clinical trials because we lack the necessary financial or
other resources or relationships to pursue ourrprog through commercialization. Our capital andreirevenue may not be sufficient to
support the expenses of our operations, the deredopof a commercial infrastructure and the condficur clinical trials and pre-clinical
research, although based upon our current budgetidgash flow models, we believe that we can sumpo operations during the next
12 months.

Our plans for continuing current and futaliaical trials, conducting research, furtherireydlopment and, eventually, marketing our
human-use equipment will involve substantial coBke extent of such costs will depend on many faciacluding some of the following:

. The progress and breadth of -clinical testing and the size or complexity of alinical trials and drug delivery programs, all
which directly influence cost;

. Higher than expected costs involved in complyinthwine regulatory process to get our human-useystsdapproved, including
the number, size, and timing of necessary cliritals and costs associated with the current askyeand review of existing
clinical and pre-clinical information;

. Higher than expected costs involved in patentingtechnologies and defending them and pursuingeerall intellectual
property strategy;

. Changes in our existing research and developmé&itarships and our ability to efficiently negotiaand enter into new
agreements;

. Changes in or terminations of our existing collaltion and licensing arrangemer

. Faster or slower than expected rate of progresshages in the scope and the cost of our resaactkdevelopment and clinic

trial activities;

. An increase or decrease in the amount and timingilelstone payments we receive from collaborat

. Higher than expected costs of preparing an appicdor FDA approval of our product developmentgrams;

. Higher than expected costs of developing the psseand systems to support FDA approval of ourymtodevelopment
programs;

. An increase in our timetable and costs for the bgreent of marketing operations and other actigitiglated to th

commercialization of our product development progsa

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

We plan to fund operations by several me@reswill attempt to enter into contracts with ents that will fund either general operating
expenses or specific programs or projects. Somdirfigralso may be received through government gratdwever, we may not be able to e
into any such contracts or may not receive suchtgrar, if we do, our partners and the grants nayprovide enough funding to meet our
needs.

In the past, we have raised funds throhghpublic and private sale of our stock, and weikedy to do this in the future. Sale of our stock
to new investors results in dilution of the ownédpshterests of our existing stockholders. The tgethe number of shares sold, the greater the
dilution. A high degree of dilution can make itfaifilt for the price of our stock to increase, amarther things. Dilution also weakens existing
stockholders' voting power.

We cannot assure you that we will be ableise additional capital to fund operations hat twe will be able to raise additional capital
under terms that are favorable to us.

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

If we are unable to raise additional funddler terms acceptable to us and in the interéstsrestockholders, then we will have to take
measures to cut costs, such as:

. Delay, scale back or discontinue one or more ofgaume delivery programs or other aspects of omersitincluding laying of
personnel or stopping or delaying clinical trials;

. Sell or license some of our technologies that wald/oot otherwise sell or license if we were irtraisger financial position;

. Sell or license some of our technologies under ¢dimat are less favorable than they otherwise ntighie been if we were in

stronger financial position; and

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

If it became necessary to take one or mbthe abovdisted actions, then we may receive a lower vatumatwhich could impact our stor
price. Further, the effects on our operations,rfaial performance and stock price may be signifidawe do not or cannot take one or more of
the above-listed actions in a timely manner whested.

THE MARKET FOR OUR STOCK IS VOLATILE, WHICH COULD A DVERSELY AFFECT AN INVESTMENT IN OUR STOCK.

Our share price and trading volume arelrigblatile. This is not unusual for biomedical cpamies of our size, age, and with a discrete
market niche. It also is common for the tradingwoé and price of biotechnology stocks to be unedl& a company's operations, i.e. increase
or decrease on positive or no news. Our stock xfaibieed this type of behavior in the past, and likkely exhibit it in the future. The
historically low trading volume of our stock, inagon to many other biomedical companies of ome simakes it more likely that a severe
fluctuation in volume, either up or down, will aftethe stock price.

Some factors that we would expect to depties price of our stock include:

. Adverse clinical trial results

. Our inability to obtain additional capite
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. Announcement that the FDA denied our request tooyepour huma-use product for commercialization in the Unitedt&aor
similar denial by other regulatory bodies which matkdependent decisions outside the United States;

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

. Announcement of an investigation of or an actioaiast us by the SEC, American Stock Exchange,lwrattate or feder:
regulatory authorities related to corporate goveceeaor securities issues, including any prolongedroent letter response
process, especially if such circumstances resulegative outcomes such as a significant restateafemr prior financial

results;

. Cancellation of corporate partnerships or otherenetagreements;

. Public concern as to the safety or efficacy of muman-use products including public perceptionsurgigg gene therapy in
general,

. Potential negative market reaction to the termgdtume of any issuances of shares of our stocleto investors or service
providers;

. Stockholders' decisions, for whatever reasonsgitdasge amounts of our stoc

. Adverse research and development results;

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

. Significant advances made by competitors that afgraffect our potential market position; ¢

. The loss of key personnel and the inability toaatttand retain additional higl-skilled personne

These factors, as well as the other factesxribed in this report, could significantly aff¢he price of our stock.

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 tB€ Sleclared effective on May 25, 2006, we havesteged an aggregate of $75.0 million of our
equity securities that we may issue from timenetiin one or more offerings at prices and on talraswe will determine at the time of each
offering. Under that registration statement, weeheagistered multiple kinds of our equity secusitimcluding our common stock, preferred
stock, warrants and a combination of these seesritir units. Through December 31, 2007, we halett-down" from our shelf registration
statement, and issued and sold, an aggregate38§,378 shares of our common stock valued at $2@l@mand warrants to purchase up to
1,575,919 shares of our common stock valued ati®8l@n and, if those warrants are fully exercisa@ will have issued an additional
1,575,919 shares of our common stock under théit igggstration statement. In other words, the shaxf common stock we have sold in
offerings from our shelf registration statemenbfthe date of this report represent approximadél§6 of the value of the aggregate equity
securities from our shelf registration statemea®44f the warrants we have sold from our shelfstrgtion statement are fully exercised).
While that amount is only approximately 24% of outstanding shares of common stock as of Decenthe2®7, future issuances and sale
our common stock or securities exercisable foramvertible into our common stock pursuant to ousting shelf registration statement, if in
substantial numbers, and even the availabilitydsnance of
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the securities registered under our shelf registragtatement, could adversely affect the markieepsf our shares.

In addition to the shares and warrants aeehissued from our shelf registration statemeumind 2007 we have also issued 2,201,644
shares of our common stock and warrants to puranase 938,475 shares of our common stock in ategnt offerings, as well as other
restricted shares pursuant to consulting arrangenaemd other registered securities pursuant tetmaek incentive plan. Further, effective
February 15, 2008, the SEC revised Rule 144, whiokides a safe harbor for the resale of restrisgirities, shortening applicable holding
periods and easing other restrictions and requinésrfer resales by our non-affiliates, thereby dinglan increased number of our outstanding
restricted securities to be resold sooner in tH#ipmarket. Sales of substantial amounts of oockstit any one time or from time to time by
the investors to whom we have issued them, or teavailability of these shares for sale, coulasesthe market price of our common stock
to decline.

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, 2007, we had an accuediideficit of $139.8 million. We have operateddoss since 1994, and we expect this to
continue for some time. The amount of the accuredlaeficit will continue to increase, as it will bgpensive to continue clinical, research
development efforts. If these activities are susftd@nd if we receive approval from the FDA to ketrequipment, then even more funding
will be required to market and sell the equipm@ihie outcome of these matters cannot be predictitisaime. We are evaluating potential
partnerships as an additional way to fund operatibat there is no assurance we will be able taregeartnerships that will provide the
required funding, if at all. We will continue tolyeon outside sources of financing to meet our teypieeds beyond next year, however such
funds may not always be readily available when eded

Further, there can be no assurance, asgus@rsuccessfully raise additional funds, that vilkaghieve positive cash flow. If we are not
able to secure additional funding, we will be regdito further scale back our research and devedapprograms, preclinical studies and
clinical trials, general, and administrative adtes and may not be able to continue in businestuding the cash proceeds received from
financings, various licensing payments, the exerofsemployee stock options and investor warramésbelieve we have sufficient funds to
fund operations into the fourth quarter of 2010.

OUR DEPENDENCE UPON NON-MARKETED PRODUCTS, OUR LACK OF EXPERIENCE IN MANUFACTURING 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 sdl@siohuman-use equipment are critical to the faiarfuture of our company. Our human-use
products are not yet approved for sale in the dn8tates and other jurisdictions and we may nebtio these approvals. Even if we do ob
approvals to sell our human-use products in theddrfstates, these sales may not be as large ionelg &is we expect. These uncertainties may
cause our operating results to fluctuate dram#&idalthe next several years. We believe that gquerd-quarter or annual comparisons of our
operating results are not a good indicator of ature performance. Nevertheless, these fluctuatioens cause us to perform below the
expectations of public market analysts and investbthis happens, the price of our common shamadd likely decline.
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OUR ABILITY TO UTILIZE OUR NET OPERATING LOSSES AND CERTAIN OTHER TAX ATTRIBUTES MAY BE LIMITED.

As of December 31, 2007, we had net opagdtisses (NOLSs) of approximately $55.9 million federal income tax purposes and
approximately $50.8 million for state income taxgmses. We also had federal research tax creditffoarvards of approximately $714,000 as
of December 31, 2007. Utilization of the NOLs aax tredit carryforwards may be subject to a sulbisticennual limitation under Section 382
of the Internal Revenue Code of 1986, and simitaesprovisions due to ownership change limitatiibrag have occurred previously or that
could occur in the future. These ownership chamggsg limit the amount of NOL and tax credit carryfards and other deferred tax assets that
can be utilized to offset future taxable income tmq respectively. In general, an ownership chaagalefined by Section 382, results from
transactions increasing ownership of certain stoldérs or public groups in the stock of the corgioraby more than 50 percentage points «

a three-year period. An analysis was performed whidicated that multiple ownership changes haweiwed in previous years which created
annual limitations on the Company's ability toig8lNOL and tax credit carryovers. Such limitatievi result in approximately $12.7 million
of tax benefits related to NOL and tax credit choryards that will expire unused. Any limitation oar net operating loss carryforwards that
could be used to offset post-ownership changexabia income would adversely affect our liquiditydecash flow, as and when we become
profitable.

IF WE ARE UNABLE TO DEVELOP COMMERCIALLY SUCCESSFUL PRODUCTS IN VARIOUS MARKETS FOR MULTIPLE
INDICATIONS, OUR BUSINESS WILL BE HARMED AND WE MAY BE FORCED TO CURTAIL OR CEASE OPERATIONS.

We cannot assure you that we will succdlgsfievelop any products, or if we do, that theyl we commercially successful. If we fail to
develop or successfully commercialize any prodweesmay be forced to refocus, curtail or ceaseaimers. Our ability to achieve and sustain
operating profitability depends on our ability,elitly or with strategic partners, to successfutlynenercialize our therapy in Europe, Asia and
in the US. This will depend in large part on ouilighto commence, execute and complete clinicalgpams and obtain regulatory approvals
our therapy. Clinical trials are still necessarjobbe we can seek regulatory approval to sell oadpcts. We cannot assure you that we will
receive approval for our therapy in the United &air in other countries or, if approved, that wa partner will achieve a significant level of
sales. If we fail to partner or commercialize otwducts, we may be forced to curtail or cease diper®

We are also in the pre-clinical stageseskarch and development with other new productidates using our electroporation technology.
These new indications and product candidates edjuire significant costs to advance through theeligment stages. Even if such product
candidates are advanced through clinical triaks résults of such trials may not gain FDA approkakn if approved, our products may not be
commercially successful.

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

Before any of our human-use equipment easdid, the FDA or applicable foreign regulatoryhauities must determine that the
equipment meets specified criteria for use in titgdations for which approval is requested, inahgddbtaining appropriate regulatory
approvals. Satisfaction of regulatory requireméyyécally takes many years, and involves complianith requirements covering research and
development, testing, manufacturing, quality cdntedeling and promotion of drugs for human use.obtain regulatory approvals, we must,
among other requirements, complete clinical tri@monstrating that our product candidates areasadeeffective for a particular cancer type
other disease. Regulatory approval of a new drigver guaranteed. The FDA will make this detertidmabased on the results from our pre-
clinical testing and clinical trials and has subgita discretion in the
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approval process. Despite the time and experiexesesl, failure can occur at any stage, and wedcentounter problems causing us to
abandon clinical trials.

In addition, any of our clinical trials ftneatment using our therapy may be delayed oetiat any time for various other reasons,
including:

. The electroporatic-mediated delivery of drugs or other agents mayobed to be ineffective or be considered to causefud
side effects, including death;

. Our clinical trials may take longer than anticighfer any of a number of reasons, including a staof subjects that meet the
physiological or pathological criteria for entrytérthe study and a scarcity of subjects that aléngito participate through the
end of the trial, or follow-up visits;

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

. Data from various sites patrticipating in the clalitrials may be incomplete or unreliable, whiclildoresult in the need to repe
the trial or abandon the project; and

. Pre-clinical and clinical data can be interpreted immdifferent ways, and the FDA and other regulauthorities ma
interpret our data differently than we do, whiclulkcbhalt or delay our clinical trials or prevengtgatory approval.

If any of the above events arise duringdinical trials or data review, we would expedstto have a serious negative impact on our
company. Any termination of ongoing enroliment tray delay or change in the conduct of our clinidals may not always be understood or
accepted by the capital markets and announcemeéstsb scientific results and related actions niweasely affect the market price of our
common stock.

Any delays or difficulties we have encouateor will encounter in our pre-clinical reseagcid clinical trials, may delay or preclude
regulatory approval. Our product development cagitsncrease if we experience delays in testingegulatory approvals or if we need to
perform more extensive or larger clinical trialatplanned. Any such events could also delay arye the commercialization of our therapy
or any other product candidates.

Clinical trials are unpredictable, espdgiliman-use trials. Results achieved in earlyestdimical trials may not be repeated in later stag
trials, or in trials with more patients. When egbsitive results were not repeated in later stagks, pharmaceutical and biotechnology
companies have suffered significant setbacks. Nyt are commercialization timelines pushed back,dmme companies, particularly smaller
biotechnology companies with limited cash reserti@sge discontinued business after releasing newasfccessful clinical trial results. We
cannot be certain the results we observed in aexclimical testing will be confirmed in clinicaliéts or the results of any of our clinical trials
will support FDA approval. If we experience unexgel; inconsistent or disappointing results in caioa with a clinical or pre-clinical trial
our business will suffer.

A delay in our clinical trials, for whataweason, will probably require us to spend addéldunds to keep our product(s) moving through
the regulatory process. If we do not have or canmiee additional funds, then the testing of ounhn-use products could be discontinued. In
the event our clinical trials are not successfid,will have to determine whether to continue todfiir programs to address the deficiencies, or
whether to abandon our clinical development progréom our products in tested indications. Losswflmuman-use product line would be a
significant setback for our company.

Because there are so many variables inharefinical trials, we cannot predict whether asfyour future regulatory applications to
conduct clinical trials will be approved by the FdAother regulatory authorities, whether our claitrials will commence or proceed as
planned, and whether
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the trials will ultimately be deemed to be succelsSfo date, our experience has been that submissid approval of clinical protocols has
taken longer than desired or expected.

OUR BUSINESS IS HIGHLY DEPENDENT ON RECEIVING APPRO VALS FROM VARIOUS REGULATORY AUTHORITIES
AND WILL BE DRAMATICALLY AFFECTED IF APPROVAL TO MA NUFACTURE AND SELL OUR HUMAN-USE
EQUIPMENT IS NOT GRANTED OR IS NOT GRANTED INA TIM ELY MANNER.

The production and marketing of our humae-equipment and our ongoing research, developmentlinical testing, and clinical trial
activities are subject to extensive regulation. lumas governmental agencies in the U.S. and inierradly, including the FDA, must review
our applications and decide whether to grant reégolapproval. All of our humanse equipment must go through an approval progessme
instances for each indication for which we wartatzel it for use (such as use for transfer of gageigene to a certain tissue). These regulatory
processes are extensive and involve substantitd easl time.

We have limited experience in, and limitedources available, for such regulatory activitieslure to comply with applicable regulations
can, among other things, result in non-approvapsusions of regulatory approvals, fines, prodeizises and recalls, operating restrictions,
injunctions and criminal prosecution.

Any of the following events can occur aiicny did occur, any one could have a materiakeas effect on our business, financial
conditions and results of operations:

. As mentioned earlier, clinical trials may not yialdfficiently conclusive results for regulatory agees to approve the use of our
products;
. There can be delays, sometimes long, in obtainpgaval for our human-use devices, and indeed, ave lexperienced such

delays in obtaining FDA approval of our clinicabfcols;

. The rules and regulations governing hu-use equipment such as ours can change duringulevrprocess, which can result
the need to spend time and money for further tgsimreview;

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

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

WE CANNOT PREDICT THE SAFETY PROFILE OF THE USE OF OUR ELECTROPORATION SYSTEM WHEN USED IN
COMBINATION WITH OTHER THERAPIES.

Our current clinical trials involve the usieour electroporation system in combination vaértain DNA vaccines. While the data we have
evaluated to date suggest the use of electropardties not alone have significant adverse effemtsntrease the adverse effects of other
therapies, we cannot predict if this outcome walhtinue to be true or whether possible adverseedféets directly attributable to the vaccines
provided by our partners and collaborators will ppomise the safety profile of our electroporatiaséd DNA delivery system when used in
certain combination therapies. In some instandescal results may not clearly indicate whethesgible adverse effects are related to our
technology versus other study related factors.
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WE COULD BE SUBSTANTIALLY DAMAGED IF PHYSICIANS AND HOSPITALS PERFORMING CLINICAL TRIALS USING
OUR EQUIPMENT DO NOT ADHERE TO PROTOCOLS DEFINED IN CLINICAL TRIAL AGREEMENTS.

We work and have worked with a number dcffitals to perform clinical trials, primarily inétfield of oncology. We depend on these
hospitals to recruit patients for our trials, tofpem the trials according to our protocols, andeport the results in a thorough, accurate and
consistent manner. Although we have agreementsthgtse hospitals which govern what each party dotwith respect to each protocol,
patient safety, and avoidance of conflict of ing¢réhere are risks that the terms of the contradtot be followed, such as the following:

Possible Deviations from Protocol. The hospitals or the physicians working attibepitals may not perform the trials correctly.
Deviations from our protocol may make the clinidata not useful and the trial could become esdpmiiarthless.

Potential for Conflict of Interest. Physicians working on protocols may have anrgppr economic interest in our company, or other
conflict of interest. When a physician has a peasstake in the success of the trial, such as vahgimysician owns stock, or rights to purchase
stock of the trial sponsor, it can create suspidia the trial results were improperly influendsdthe physician's interest in economic gain.
Not only can this put the clinical trial resultsrik, but it can also cause serious damage torgpany's reputatior

Patient Safety and Consent Issue®hysicians and hospitals may fail to securm&written consent as instructed or report adverse
effects that arise during the trial in the propemmer, which could put patients at unnecessary Bkksicians and hospital staff may fail to
observe proper safety measures such as the mighgoéllused medical needles, which may result énttansmission of infectious and deadly
diseases, such as HIV. This increases our liapditfiects the data, and can damage our reputation.

If any of these events were to occur, tihepuld have a material adverse effect on ouiitgkib receive regulatory authorization to sell our
human-use equipment, and on our reputation. Negjatrents that arise in the performance of clirticals sponsored by biotechnology
companies of our size and with limited cash resehave resulted in companies going out of busindidle these risks are always present, to
date, our contracted physicians and clinics haes Iseiccessful in collecting significant data regagdhe clinical protocols under which they
have operated, and we are unaware of any confifdtgerest or improprieties regarding our protacol

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

Any product for which we obtain marketingpeoval, along with the manufacturing processest-ppproval clinical data and promotional
activities for such product, will be subject to tional review and periodic inspections by the FD#l ather regulatory bodies. Even if
regulatory approval of a product is granted, therapal may be subject to limitations on the indéthtuses for which the product may be
marketed or to certain requirements resulting stlggpost-marketing testing and surveillance to ntosrthe safety or efficacy of the product.
Later discovery of previously unknown problems witlr products, including unanticipated adverse t/ehunanticipated severity or
frequency regarding manufacturer or manufacturig@sses or failing to comply with regulatory requients, may result in restrictions on
such products or manufacturing processes, withdrafathe products from the market, voluntary or matory recall, fines, suspension of
regulatory approvals, product seizures or detentiganctions or the imposition of civil or crimihpenalties.
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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 OPE RATING RESULTS AND FINANCIAL CONDITIONS.

For marketing our MedPulser® Electropomat®ystem outside the United States, the requiresrgauerning the conduct of clinical trials,
product licensing, pricing and reimbursement vasatly from country to country and may require &ddal testing. The time required to
obtain approvals outside the United States magidifbm that required to obtain FDA approval. Weymat obtain foreign regulatory appro
on a timely basis, if at all. Approval by the FDAea$ not ensure approval by regulatory authoritiesther countries, and approval by one
foreign regulatory authority does not ensure apalrby regulatory authorities in other countriedgrthe FDA. Failure to comply with these
regulatory requirements or to obtain required appiocould impair our ability to develop these neskand could have a material adverse
affect on our results of operations and financtaldition.

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 EXPERIENCE IN THE SE AREAS.

To market our products, we will need toelep sales, marketing and distribution capabilitieorder to develop or otherwise obtain th
capabilities, we may have to enter into marketdigtribution or other similar arrangements wittrdhparties in order to sell, market and
distribute our products successfully. To the exteat we enter into any such arrangements witld bdrrties, our product revenue is likely to be
lower than if we marketed and sold our productsally, and our revenues will depend upon the effoftthese third parties.

We have limited experience in sales, mamgednd distribution of clinical and human-use protd and we currently have no sales,
marketing or distribution capability. If we decittemarket and sell our human-use products direatlymust develop a marketing and sales
capability. This would involve substantial costgjiiing and time. We may be unable to develop sieffit sales, marketing and distribution
capabilities to commercialize our products suceglysfRegardless of whether we elect to use thadies or seek to develop our own
marketing capability, we may not be able to sudodlgscommercialize any product.

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

Our partners and collaborators fund a paortf our research and development expenses aistl @sén the research and development of
our human-use equipment. These collaborations artdgrships help pay the salaries and other ovdreegenses related to research. In the
past, we have encountered operational difficultiésr the termination of an agreement by a fornaetner. Because this partnership was
terminated, we did not receive significant milegtgrayments which we had expected and were forcddlay some clinical trials as well as
some product development. Although we believe elationships with our partners and collaboratoesstable and good, we cannot assure you
that we will not experience such operational diffies or termination of such relationships withaaticipated payment again in the future.

We also rely on scientific collaboratorsampanies and universities to further expand esearch and to test our equipment. In most
cases, we lend our equipment to a collaboratochtean
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or her how to use it, and together design experisntest the equipment in one of the collaborafitglds of expertise. We aim to secure
agreements that restrict collaborators' rightss® the equipment outside of the agreed upon rdseand outline the rights each of us will have
in any results or inventions arising from the work.

Nevertheless, there is always potentiat tha

. Our equipment will be used in ways we did not ati#tey which can lead to liability and unwanted catiton;

. We may determine that technology has been imprppedigned to us or a collaborator may claim rigiitsertain of our
technology, which may require us to pay license f@emilestone payments and, if commercial salékefinderlying product
are achieved, royalties;

. We may lose rights to inventions made by our calfabors in the field of our business, which canlleaexpensive litigation ai
unwanted competition;

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

. Collaborative associations can damage a compaggation if they fail and thus, by associatiorotirerwise, the scientific or
medical community may develop a negative view of us

We cannot guarantee that any of the refalts these collaborations will be successful. Ws® @annot be sure that we will be able to
continue to collaborate with individuals and ingiibns that will further develop our products, loat we will be able to do so under terms that
are not overly restrictive. If we are not able taimtain or develop new collaborative relationshipi likely that our research pace will slow
down and that it will take longer to identify andnemercialize new products, or new indications far existing products.

A SMALL NUMBER OF LICENSING PARTNERS ACCOUNT FOR A SUBSTANTIAL PORTION OF OUR REVENUE IN EACH
PERIOD AND OUR RESULTS OF OPERATIONS AND FINANCIAL CONDITION COULD SUFFER IF WE LOSE THESE
LICENSING PARTNERS OR FAIL TO ADD ADDITIONAL LICENS ING PARTNERS IN THE FUTURE.

We derive a significant portion of our raue from a limited number of licensing partnergaeh period. Accordingly, if we fail to sign
additional future contracts with major licensingtpars, if a licensing contract is delayed or deféy or if an existing licensing contract expires
or is cancelled and we fail to replace the contvdtit new business, our revenue could be adveedédgted. Until commercialization of our
Medpulser® Electroporation System, we expect tHahiged number of licensing partners will continteeaccount for a substantial portion of
our revenue in each quarter in the foreseeableduuring the years ended December 31, 2007 ad@, 2Me licensing partner, Merck,
accounted for approximately 68% and 44%, respdgtio our consolidated revenue. During the yeateshDecember 31, 2007 another
licensing partner, Wyeth, accounted for 23% of @anmsolidated revenue.

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, developraedtcommercialization of our product candidates mnegylt in us entering into contractual
arrangements with corporate collaborators, acadesiitutions and others. We have entered into spad research, license and/or
collaborative arrangements with several entitieslLiding Merck, Wyeth, Vical, Valentis, the U.S.\WaChiron and the University of South
Florida, as well as numerous other institutions twenduct clinical trials work or perform
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pre-clinical research for us. Our success depepds aur collaborative partners performing theipaassibilities under these arrangements and
complying with the regulations and requirementsegoing clinical trials. We cannot control the amband timing of resources our
collaborative partners devote to our research asiihly programs or product candidates, or theirptiamce with regulatory requirements wh
can vary because of factors unrelated to such anegjor product candidates. These relationshipsimsyme cases be terminated at the
discretion of our collaborative partners with ofigited notice to us.

Merck can terminate its May 2004 licensd eollaboration agreement with us at any timesrsdle discretion, without cause, by giving
ninety days' advance notice to us. If this agredrnseierminated by Merck at any time during thstftwo years of the collaboration term, then
Merck shall continue, for a six-month period begngnon the date of such termination, to make paympreviously approved by the project's
joint collaboration committee in relation to scierg and outside contractors engaged by us in abienewith the agreement. During the ye
ended December 31, 2007 and 2006, Merck accouatepproximately 68% and 44%, respectively, of @ursolidated revenue.

We may not be able to maintain our exisangingements, enter into new arrangements or iaégourrent or new arrangements on
acceptable terms, if at all. Some of our collaieegpartners may also be researching competingqitdapies independently from us to treat the
diseases targeted by our collaborative programs.

WE RELY HEAVILY ON OUR PATENTS AND PROPRIETARY RIGH TS TO ATTRACT PARTNERSHIPS AND MAINTAIN
MARKET POSITION.

The strength of our patent portfolio isieaportant factor that will influence our succesatdnts give the patent holder the right to prevent
others from using its patented technology. If songeinfringes upon the patented material of a pdteluer, the patent holder has the right to
initiate legal proceedings against that persorrdtegt its patented material. These proceedingsetier, can be lengthy and costly. We perf
an ongoing review of our patent portfolio to confithat our key technologies are adequately prafetteve determine that any of our patents
require either additional disclosures or revisitmexisting information, we may ask that such pestéxe reexamined or reissued, as applicable,
by the United States Patent and Trademark Office.

The patenting process, enforcement of @atents, and defense against claims of infringeeraiee inherently risky. Because we rely
heavily on patent protection, we face the followsignificant risks:

Possibility of Inadequate Patent ProtectfonProduct. The United States Patent and Trademark Offidereign patent offices may r
grant patents of meaningful scope based on thécatiphs we have already filed and those we interfile. If we do not have patents that
adequately protect our human-use equipment anddtidis for its use, then we will not be competitiv

Potential That Important Patents Will Balded Invalid. Some of the issued patents we now own or leemay be determined to be
invalid. If we have to defend the validity of anfyaur patents, the costs of such defense couldibstantial, and there is no guarantee of a
successful outcome. In the event an important pagdaied to our drug delivery technology is fouade invalid, we may lose competitive
position and may not be able to receive royaltiepfoducts covered in part or whole by that patewter license agreements.

Danger of Being Charged With InfringementAlthough we are not currently aware of any igarintending to pursue infringement cla
against us, there is the possibility that we mayaipatented technology owned by another perscdiorine charged with infringement.
Defending or indemnifying a third party againstaige of infringement can involve lengthy and gokal actions, and there can
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be no guarantee of a successful outcome. Bioteogpaompanies comparable to us in size and finhposition have discontinued business
after losing infringement battles. If we or our im&rs were prevented from using or selling our hwiuse equipment, then our business would
be materially adversely affected.

Freedom to Operate IssuesWe are aware that patents related to eledyieakisted drug delivery have been granted to patent
applications have been filed by our potential cotitges. \WWe or our partners have received licensa® some of these patents, and will
consider receiving additional licenses in the fatiNevertheless, the competitive nature of oudfalbusiness and the fact that others have
sought patent protection for technologies simitaotirs make these potential issues significant.

In addition to patents, we also rely omlé&aecrets and proprietary know-how. We try togubthis information with appropriate
confidentiality and inventions agreements with employees, scientific advisors, consultants, adidloorators. We cannot be sure that these
agreements will not be breached, that we will be &bprotect ourselves if they are breached, ar dloir trade secrets will not otherwise
become known or be independently discovered by etitops. If any of these events occur, then we thegpotential of losing control over
valuable company information, which could negatnaffect our competitive position.

IF WE ARE NOT SUCCESSFUL IN DEVELOPING OUR CURRENT PRODUCTS, OUR BUSINESS MODEL MAY CHANGE AS
OUR PRIORITIES AND OPPORTUNITIES CHANGE AND OUR BUS INESS MAY NEVER DEVELOP TO BE PROFITABLE OR
SUSTAINABLE.

There are many products and programs dehgpromising to us which we could pursue. Howewéh limited resources, we may decide
to change priorities and shift programs away frbose that we have been pursuing for the purposgmbiting our core technology of
electroporation. The choices we make will be depahdpon numerous contemporaneous factors, sombioli we cannot predict. We cannot
be sure that our business model, as it currenisterr as it may evolve, will enable us to becgrdditable or to sustain 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 gene therapy or DNA vaccine productidetes under development could be broadly destisegene therapies. A number of
clinical trials are being conducted by other pharendical companies involving gene therapy, inclgdiompounds similar to, or competitive
with, our product candidates. The announcementieéige results from these clinical trials, suckex®ous unwanted and unexpected side
effects attributable to treatment, or any respdysthe FDA to such clinical trials, may impede titegress of our clinical trials, delay or
prevent us from obtaining regulatory approval, egatively influence public perception of our protoandidates, which could harm our
business and results of operations and reducesatbie of our stock.

The U.S. Senate has held hearings conaeth@madequacy of regulatory oversight of geneaiineclinical trials, as well as the adequac
research subject education and protection in @lnmiesearch in general, and to determine whethgitiadal legislation is required to protect
volunteers and patients who participate in suahiadi trials. The Recombinant DNA Advisory Commét@r RAC, which acts as an advisory
body to the National Institutes of Health, has exjsl its public role in evaluating important pulditd ethical issues in gene therapy clinical
trials. Implementation of any additional review aegorting procedures or other additional reguiatoeasures could increase the costs of or
prolong our product development efforts or clinitéls.
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As of December 31, 2007, to our knowledbere have not been any serious adverse eventy igeme therapy clinical trials in which our
technology was used. In the future, if one or #esesf serious adverse events were to occur dariggne therapy clinical trial in which our
technology was used, we would report all such essenthe FDA and other regulatory agencies as redy law. Such serious adverse events,
whether treatment-related or not, could resultégative public perception of our treatments andirecadditional regulatory review or other
measures, which could increase the cost of or pgotiur gene therapy clinical trials or require adalt our clinical trials altogether.

The commercial success of our productsdefiend in part on public acceptance of the ugeié therapy products or gene-induced
products, which are a new type of disease treatfoeihe prevention or treatment of human diseaBablic attitudes may be influenced by
claims that gene therapy products or gene-inducediuets are unsafe, and these treatment methoéslagay not gain the acceptance of the
public or the medical community. Negative publiagt&on to gene therapy products or gene-inducedyats could also result in greater
government regulation and stricter clinical trigkosight.

WE HAVE THE POTENTIAL FOR PRODUCT LIABILITY ISSUES WITH HUMAN-USE EQUIPMENT.

The testing, marketing and sale of humamprsducts expose us to significant and unpredietédks of equipment product liability
claims. These claims may arise from patients, @dihirial volunteers, consumers, physicians, hasgitompanies, institutions, researchers or
others using, selling, or buying our equipment.dRr liability risks are inherent in our businessl avill exist even after the products are
approved for sale. If and when our human-use egempris commercialized, we run the risk that usenfmuse) of the equipment will result in
personal injury. The chance of such an occurreriténerease after a product type is on the market.

We have obtained liability insurance in weation with our ongoing business and products,vemdhay purchase additional policies if s
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 madevarday be required to pay claims directly. If wd Have to make payment against a claim,
it would impact our financial ability to performehresearch, development, and sales activitiesubdtave planned.

If and when our human-use equipment is ceroialized, there is always the risk of productedts. Product defects can lead to loss of
future sales, decrease in market acceptance, damage brand or reputation, product returns andavay costs, and even product withdrawal
from the market. These events can occur whethedfext resides in a component we purchased fririrchparty or whether it was due to our
design and/or manufacturer. We expect that oussajeeements will contain provisions designednit lour exposure to product liability
claims. However, we do not know whether these #tions will be enforceable in the countries in whibe sale is made. Any product liability
or other claim brought against us, if successfdl afnsufficient magnitude, could negatively impaat financial performance.

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

Our manufacturing facilities for human-ymseducts will be subject to quality systems regata, international quality standards and other
regulatory requirements, including pre-approvapettion for our human-use equipment and periodgt-ppproval inspections for all human-
use products. While we have undergone and pasgedlity systems audit from an international bodg, vave never undergone a quality
systems inspection by the FDA. We may not be abfmts an FDA inspection when and if it occursulf facilities are found not to be
compliant with FDA standards in sufficient
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time, prior to a launch of our product in the Uditetates, then it will result in a delay or terntioa of our ability to produce our human-use
equipment in our facility. Any delay in productiaill have a negative affect on our business. Wtiikre are no target dates set forth for lat
of our products in the United States, we plan am¢hing each product once we successfully perfoRrhase Ill clinical study involving a
particular use of our technology, obtain the reifgiiegulatory approval, and engage a partner vasaine financial resources and marketing
capacity to bring our products to market.

Our products must be manufactured in sigfficcommercial quantities, in compliance with fegory requirements, and at an acceptable
cost to be attractive to purchasers. We rely aml tharties to manufacture and assemble most aspleots equipment, and thus cannot directly
control the quality, timing or quantities of equipnt manufactured or assembled at any given time.

Disruption of the manufacture of our protifor whatever reason, could delay or interruptability to manufacture or deliver our
products to customers in a timely basis. This wdiddexpected to affect revenue and may affectang-term reputation, as well. In the event
we provide product of inferior quality, we run ttigk of product liability claims and warranty oldiions, which will negatively affect our
financial performance.

THERE IS A POSSIBILITY THAT OUR TECHNOLOGY WILL BEC OME OBSOLETE OR LOSE ITS COMPETITIVE
ADVANTAGE.

The vaccine development and delivery bussirie very competitive, fast moving and intense, expected to be increasingly so in the
future. Other companies and research institutioeglaveloping drug delivery systems that, if natikir in type to our systems, are designed to
address the same patient or subject populatiorrefdre, we cannot promise that our products wiltheebest, the safest, the first to market, or
the most economical to manufacture and use. If @itops' products are better than ours, for whates@&son, then we could become less
profitable from product sales and our products @¢dilcome obsolete.

There are many reasons why a competitohtiiig more successful than us, including:

Financial Resources. Some competitors have greater financial regsuand can afford more technical and developmeatbhcks than
we can.

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

Superior Patent Position. Some competitors may have better patent pioteover their technology than we have or will haverder tc
protect our technology. If we cannot use our patémprevent others from copying our technologgereloping similar technology, or if we
cannot obtain a critical license to another's pateast we need to manufacture and use our equipritent we would expect our competitive
position to weaken.

Faster to Market. Some companies with competitive technologieg mave through stages of development, approvalnasaudeting
faster than us. If a competitor receives FDA apaltefore us, then it will be authorized to sellproducts before we can sell ours. Becaus
first company "to market" often has a significadvantage over others, a second place position cesldt in less than anticipated sales.

Reimbursement Allowed.In the U.S., third party payers, such as Madgicmay reimburse physicians and hospitals for eitgys'
products but not for our own human-use productss Would significantly affect our ability to sello human-use products in the U.S. and
would have a negative
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impact on revenue and our business as a wholeideutthe U.S., reimbursement and funding policias 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 made strategic sitiqus in the past, including the acquisition mb¥io AS, and in the future, may acquire or
invest in complementary companies, products omeldgies. As part of our business strategy, we atapire assets or businesses principally
relating to or complementary to our current operaj and we have in the past evaluated and distgssd opportunities with interested
parties. Any acquisitions we undertake will be aopanied by issues commonly encountered in busawgsisitions, which could adversely
affect us, including:

. Potential exposure to unknown liabilities of acqdicompanies

. The difficulty and expense of assimilating the @tiens and personnel of acquired businesses;

. Diversion of management time and attention andra#sources;

. Loss of key employees and customers as a rescitasfges in manageme

. Incurrence of amortization expenses related togitde assets or large impairment charges sucheashiarges in excess

$3.3 million we incurred in our 2005 results of cp@®ns related to the write-off of in-process ssh and development that we
acquired in our acquisition of Inovio AS;

. Increased legal, accounting and other adminisgatosts associated with negotiation, documentatimhreporting any suc
acquisition; and

. Possible dilution to our stockholders.

In addition, geography and/or languageibegmmay make the integration of businesses mdfiewt. We may not be successful in
overcoming these risks or any other problems ertesed in connection with any of our acquisitions.

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, ondfferts of our key employees, including senior ngemaent and senior scientific, clinical,
regulatory and other personnel. The developmenewf therapeutic products requires expertise frararaber of different disciplines, some of
which is not widely available. We depend upon auiemtific staff to discover new product candidatesl to develop and conduct pre-clinical
studies of those new potential products. Our diihamd regulatory staff is responsible for the glesind execution of clinical trials in
accordance with FDA requirements and for the adsarent of our product candidates toward FDA apprdal manufacturing staff is
responsible for designing and conducting our mastufang processes in accordance with the FDA's iuaystem Regulations. The quality
and reputation of our scientific, clinical, reguat and manufacturing staff, especially the sesiaff, and their success in performing their
responsibilities, are significant factors in attiag potential funding sources and collaboratansaddition, our Chief Executive Officer and
Chief Financial Officer and other executive offis@re involved in a broad range of critical acidst including providing strategic and
operational guidance. The loss of these individua®ur inability to retain or recruit other keyamagement and scientific, clinical, regulatory,
manufacturing and other personnel, may delay orgmieus from achieving our business objectives.faée intense competition for personnel
from other companies, universities, public and gievresearch institutions, government entitiesahdr organizations.
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WE MAY NOT MEET ENVIRONMENTAL GUIDELINES AND ASAR ESULT COULD BE SUBJECT TO CIVIL AND CRIMINAL
PENALTIES.

Like all companies in our industry, we atdject to a variety of governmental regulatioriatiieg to the use, storage, discharge and
disposal of hazardous substances. Our safety puoeefor handling, storage and disposal of suclerizd$ 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 ojuiy from these materials, then we may
subject to civil and criminal penalties. This woblalve a negative impact on our reputation and iegnand could result in a slowdown or e
complete cessation of our business.

NEGATIVE CONDITIONS IN THE GLOBAL CREDIT MARKETS MA Y IMPAIR THE LIQUIDITY OF A PORTION OF OUR
INVESTMENT PORTFOLIO.

Our investment securities consist of higadg auction rate securities, corporate debt gezsuend government agency securities. As of
December 31, 2007, our short-term investments dedu$14.1 million of high-grade (AAA rated) auctigaie securities issued primarily by
municipalities. The recent negative conditionshia global credit markets have prevented some iax@ftom liquidating their holdings,
including their holdings of auction rate securitiessearly March 2008, we were informed that thees insufficient demand at auction for si:
our high-grade auction rate securities, represgrapproximately $13.6 million. As a result, theffe@ed securities are currently not liquid,
and we could be required to hold them until theyr@deemed by the issuer or to maturity. We magiepce a similar situation with our
remaining auction rate securities. In the evenhesed to access the funds that are in an illiqutestve will not be able to do so without a loss
of principal, until a future auction on these inwesnts is successful, the securities are redeem#étkelissuer or they mature. At this time,
management has not obtained sufficient evidencenclude that these investments are impaired otthies will not be settled in the short
term, although the market for these investmengsdsently uncertain. If the credit ratings of tleewgity issuers deteriorate and any decline in
market value is determined to be other-than-tenrgpree would be required to adjust the carryingueadf the investment through an
impairment charge.

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

In January 2005, we acquired Inovio AS,avigian company. During the years ended Decemhe2@®7 and 2006, Inovio AS
contributed approximately $159,000 and $1.1 miliorour revenue, respectively, which amounted fradmately 3% and 33% of our total
revenue. Inovio AS conducts its operations primgdrilforeign currencies, including the Euro, NoniggKroner and Swedish Krona. In
September 2006, we established Inovio Asia Pte, atdompany incorporated in the Republic of Simgepwhich conducts its operations
primarily in Singaporean dollars. Fluctuation i thalues of these foreign currencies relative éoUts. dollar will affect our financial results
which are reported in U.S. dollars and will caus8.Uollar translation of such currencies to vaoyrf one period to another. We cannot pre
the scope of any fluctuations in the values ofelfeseign currencies relative to the U.S. dollar the effect of exchange rate fluctuations upon
our future operating results.

OUR RESTRUCTURING OF OUR NORWEIGIAN SUBSIDIARY, INO VIO AS, MAY NOT REALIZE THE EFFICIENCIES
ANTICIPATED AND COULD RESULT IN ADDITIONAL, UNANTIC IPATED LIABILITIES, WHICH WOULD HAVE A
NEGATIVE EFFECT ON OUR FINANCIAL CONDITION.

On December 31, 2007, our wholly-owned Negian subsidiary Inovio AS transferred certain pasad other intellectual property rights
("IPR") to our wholly owned U.S. subsidiary
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Genetronics, Inc. The value assigned to thesesight $1.9 million, which was determined by a viauespecialist in Norway. All Norwegian
tax gains associated with this transfer of thentatand IPR was offset by prior year tax loss céoryards. Subsequent to year-end, Inovio
changed the name of Inovio AS to Inovio Tec AS. @taneously, we incorporated a new Norwegian whollsned subsidiary under the name
Inovio AS, for the purpose of organizing a reseaftbrt directed towards the development of spedéincer vaccine candidates. In

January 2008, all employees, employee agreemeatse khgreements and fixed assets were transfesredrfovio Tec AS to Inovio AS, and
the parties intend to enter into a licensing agesgrgoverning use of future IPR shortly. Furthéhaugh we and our board of directors retain
ultimate control over and responsibility for InovA&, Inovio AS now has a distinct board of direstaronsisting of two members of our board
of directors and two Norwegian personnel, intentdeallow more efficient balancing of U.S. legal aedulatory concerns with Norwegian
legal and regulatory concerns in the course ofsitetimaking.

This restructuring of our Norwegian operas is intended to better focus the research anelalement efforts conducted in Norway on
our strategic programs and easing access to pyidaveloped IPR for Inovio and its other subsid® We expect funding for this program
to be about $5.0 million over the next several geAithough designed to be tax-neutral to the pgrtive cannot assure you that the tax
authorities in Norway or the U.S. will agree wittetvaluation of the transferred assets or the plures through which the transfers were m.
If such disagreements were to arise, we may faaatigipated tax liabilities in Norway or the U.Sising from the asset transfer. Further, as
there will be an ongoing licensing relationshipviestn the parties post-transfer, it is possible $hah arrangements will receive heightened
scrutiny for potential transfer pricing issues, gfhcould result in additional liability to us. Welleve that the new Inovio AS is now
appropriately organized and staffed, and has thegsary resources and commitments for future reesuo conduct its research and
development efforts in support of our businesgeia However, we cannot assure readers that IneSiavill not require further staff or
financing beyond these initial commitments, or thatwill be able to provide such resources if aftmwrequested. To the extent Inovio AS or
we face additional tax or transfer pricing issums, operating results and overall financial comditmay be adversely affected. In particular, if
we are unable to provide additional support foviaAS when requested, Inovio AS may not be abletxh previously specified targets and
milestones in a timely manner, undermining its flicial stability and the commercial potential f& jiirostate cancer vaccine program.

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 eguitike fault zones and are vulnerable to damage éamhquakes. We are also vulnerable to
damage from other types of disasters, includirg fioods, power loss, communications failures sindlar events. If any disaster were to
occur, our ability to operate our business at aailifies would be seriously impaired. In additidine unique nature of our research activities
could cause significant delays in our programsraade it difficult for us to recover from a disast€he insurance we maintain may not be
adequate to cover our losses resulting from disssteother business interruptions. Accordinglyearthquake or other disaster could
materially and adversely harm our ability to condugsiness.

ITEM 1B. UNRESOLVED STAFF COMMENTS

The restatement herein of certain of ounrsotidated financial statements is meant to bringl fresolution on pending comments from the
SEC staff as more fully described in "Item 7. Magragnt's Discussion and Analysis of Financial Caoiand Results of Operations” and in
Note 2 to our Consolidated Financial Statementsided elsewhere in this repa

42




ITEM 2. PROPERTIES

We own no real property and have no plarectjuire any real property in the future. On Jan@8, 2005, we moved into new
headquarters of 22,867 square feet at 11494 Sorxé&lley Road in San Diego, California. This failprovides adequate space for our current
research, manufacturing, and administrative opmmatiThis lease runs through February 28, 2010.afheal rent for this leased property is
$433,901 in the first two years and $452,767 irr ylgee and four of the original lease term. Theuah rent for the fifth and final year of the
original lease term is $480,207. At the end ofdhginal lease term, we have the option of renewtinig lease for an additional five-year lease
term at an annual rate equal to the fair markatfemlue of the property, as defined in the lesgpeement.

In connection with this lease, we issuaharant to purchase 50,000 shares of our commak sito$5.00 per share to the landlord of this
leased facility in December 2004. This warrant wasediately exercisable and expires five years ftbendate of issuance. This warrant was
valued on the date of issuance using the Black{8shwicing model. The fair value of this warra$it20,913, is being recognized ratably over
the five-year term of the lease as rent expensef&ecember 31, 2007, this warrant had not beencésed.

In January 2008, we entered into a newifiadéase in Oslo, Norway to support our reseantl development activities conducted thro
our subsidiary Inovio AS. The term of the leastisthree years and may be terminated with threeth®onotice. Monthly rent is
approximately $3,400 per month.

We believe our current facilities will bdexjuate to meet our operating needs for the foakdeéuture. Should we need additional space,
we believe we will be able to secure additionakgpat commercially reasonable rates.

ITEM 3. LEGAL PROCEEDINGS

Pyrce v. Inovio Biomedical Corporation, GenetronBismedical Corporation, Genetronics, Inc., Ino¥i8, DOES 1 to 5Guperior
Court of California, County of San Diego, Case R6-2007-000758899-CU-BC-CTL (Hon. Ronald L. Styf)e plaintiff, a former consultant
to Inovio AS, commenced this civil lawsuit agaitte# Company and various subsidiaries in state @yu8eptember 28, 2007. The Company
disputes plaintiff's claims, believes they are withmerit and intends to defend this matter vigshpu

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of ggcholders during the fourth quarter of fiscaldZ0

43




PART Il

ITEM5. MARKET FOR COMPANY'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
REPURCHASES OF EQUITY SECURITIES

Market Informatior

Our common stock is listed, and principathded, on the American Stock Exchange (AMEX) uride symbol "INO." The following
table sets forth the quarterly high and low persltdosing prices of our common stock for the twashrecent fiscal years.

Year Ended December 31

2007 2006
Period: High Low High Low

First Quartel $ 346 $ 282 $ 31t $ 2.2¢
Second Quarte $ 417 $ 220 $ 267 $ 2.0C
Third Quartel $ 294 $ 11¢ $ 258 $ 2.01
Fourth Quarte $ 151 $ 08 $ 35¢ $ 262

As of March 7, 2008, we had approximated? 4ommon stockholders of record. This figure doasinclude beneficial owners who hold
shares in nominee name. The closing price per sifaver common stock on March 7, 2008 was $1.4%eperted on the AMEX.

Dividends

The payment of any dividends on our commstoek is within the discretion of our board of di@s. However, we may not pay dividends
on our common stock without the consent of holdé@ majority of each Series of our outstandingdtred Stock. We have not paid cash
dividends on our common stock and the board oftbre does not expect to declare cash dividende@nommon stock in the foreseeable
future.

The holders of our Series A and B PrefeBtaatk were entitled to receive an annual dividenthe rate of 6%, payable quarterly, through
September 30, 2006. These dividends were payalgiesim unless the closing price of our common sHarehe 20 trading days immediately
preceding the dividend payment date was equal ¢peater than the conversion price of such shareghich event we may have elected to
the dividends to the holders in common stock. Thegee no dividends paid to the former holders aof ®eries A and B Preferred Stock during
the year ended December 31, 2007. We paid dividendee holders of our Series A and B PreferreaiStbrough the issuance of 2,871 shares
of our common stock valued at $7,693 and in cashiL6{140 during the year ended December 31, 20@bthtaough the issuance of 55,518
shares of our common stock valued at $179,956 ranedsh of $60,235 during the year ended Decemhe2(8b. As of December 31, 2007 ¢
2006 there were no shares of Series A or B Prefé&teck outstanding.

The holders of our Series C Preferred Steeie entitled to receive an annual dividend atrétte of 6%, payable quarterly, through
May 20, 2007. These dividends were payable in casss the closing price of our common shareshi®r20 trading days immediately
preceding the dividend payment date was equal ¢peater than the conversion price of such shareghich event we may have elected to
the dividends to the holders in common stock. Dythre year ended December 31, 2007, we paid didiglenthe holders of our Series C
Preferred Stock in cash of $23,335. During the yesied December 31, 2006, we paid dividends thofders of our Series C Preferred Stock
in cash of $117,204 and accrued dividends of $14yTich were converted into common shares and wirias part of a private placement we
completed in October 2006. During the year endeckeBwber 31, 2005, we paid dividends in cash of $&5B8,As of December 31, 2007 and
2006, there were 71 and 102 shares of Series @rRrdfStock outstanding, respectively.
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Repurchase

We did not repurchase any of our equitysées during the fourth quarter of fiscal 2007.
Equity Compensation Plai

Our equity compensation plan informatioprievided as set forth in Part I, ltem 11 herein.
Performance Grap!

The graph below matches Inovio Biomedicatgoration's cumulative 5-year total shareholdarrreon common stock with the
cumulative total returns of the AMEX Composite irdad the S & P SuperCap Biotechnology index. Tiaplg assumes that the value of the
investment in our common stock and in each of ldexes (including reinvestment of dividends) waB8a&n December 31, 2002 and tracks it
through December 31, 2007.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Inovio Biomedical Corporation, The AMEX Congite Index
And S & P SuperCap Biotechnology Index
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*$100 invested on 12/31/02 in stock or index—inéhgdreinvestment of dividends.
Fiscal year ending December 31.

12/02 12/03 12/04 12/05 12/06 12/07
Inovio Biomedical Corporation 100.0( 462.9¢ 364.8: 210.1¢ 304.6: 85.1¢
AMEX Composite 100.0( 143.1¢ 175.2( 215.2¢ 257.0¢ 299.3'
S & P SuperCap Biotechnology 100.0( 136.5: 152.7: 184.0: 185.6¢ 175.3.

The stock price performance included in this grégphot necessarily indicative of future stock priesformance.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following table sets forth our seleatedsolidated financial data for the periods intidaderived from consolidated financial
statements prepared in accordance with U.S. génaaepted accounting principles and give effedhe restatement described in "ltem 7.
Management's Discussion and Analysis of Financtaddtion and Results of Operations™” and in Note the Consolidated Financial
Statements and related notes thereto included bésevin this report.

Year Ended Year Ended Year Ended Year Ended Year Ended
December 31, December 31, December 31, December 31, December 31,
2007 2006(c) 2005(a) 2004 2003

As restated

Operations Data

License fee and milestone payme $ 279347 $ 1,337,100 $ 2,563,28 $ 214,35. $ 5,88:
Revenue under collaborative research & developm

arrangement 1,854,30: 962,20 1,492,14! 945,59: 74,647
Grants & miscellaneous reven 159,94 1,168,86! 1,411,82! 7,151 —
Total revenus 4,807,72! 3,468,17 5,467,25: 1,167,09! 80,52¢
Loss from continuing operatiol (15,898,42) (13,346,19) (15,506,97) (11,263,14) (6,588,24)
Gain on disposal of asse — — — 290,20¢ 2,034,07:
Interest & other income(t 4,693,97 1,002,25; 210,11¢ 247 55! 45,017
Net loss (11,204,44) (12,343,94) (15,296,85) (10,972,93) (4,664,90)
Imputed dividends common sto — — (8,329,11) — —
Imputed & declared dividends preferred st (23,339 (2,005,66) (2,736,65)) (732,40Y) (18,210,53)
Net loss attributable to common stockholc $ (11,227,77) $ (14,349,60) $ (26,362,62) $ (11,705,33) $ (22,875,43)

s ____§ ___§ N ]
Per common sha—basic & diluted:

Net loss $ 0.27) $ 0.40) $ 0.81) $ (0.62) $ (0.35)
Imputed dividends common sto — — (0.49) — —
Imputed & declared dividends preferred st — (0.0€) (0.19 (0.0 (1.37)
Net loss attributable to common stockholc $ 0.27) $ (0.4¢) $ 139 $ (0.6€) $ (1.72)

. = ___________N ___________N |
Balance Sheet Dat:

Cash and cash equivale $ 10,250,92 $ 8,321,600 $ 17,166,56 $ 17,889,79 $ 13,460,44
Shor-term investment 16,999,60 14,700,00 — — —
Total asset 39,775,02 35,949,61 28,978,95 20,951,50 16,228,99
Current liabilities 3,354,49' 6,859,72: 4,002,28 5,401,99: 1,158,81!
Accumulated defici (139,847,32) (128,619,54) (114,269,94) (87,907,32) (76,201,98)
Total stockholders equit 31,034,75 18,151,86 23,470,74 15,549,51 15,047,63
(@) On January 25, 2005, we consummated the acquisifiolovio AS, a Norwegian company. For informatimncerning this acquisition, see Note 16 of Ntbethe Consolidated

Financial Statements appearing later in this refant a discussion of the affect of this acquisitiom our operating results during 2005, see IteMahagement's Discussion and
Analysis of Financial Condition and Results of Gytiems.

(b) The interest and other income increases in 200722806 are primarily due to the revaluation of commnstock warrants resulting in a decrease in tivevidiue of the liability and a
increase in other income. In addition, the increase also due to larger cash and short term imeggtbalances and higher average interest rates.

(c) Operations and Balance Sheet Data for the yeameDdeember 31, 2006 has been restated to reflecettassification of registered common stock wasérom equity to current
liabilities, also impacting interest and other imm See Note 2 to the Consolidated Financial Sttésrfor further discussion regarding this restatemwhere statement of
operations and balance sheet data are presenttgefirst three quarters of fiscal 2007, the fougqtiarter of fiscal 2006 and the year ended DeceBthe2006, the periods in whi
the adjustments were made.
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ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

THIS ANNUAL REPORT ON FORM 10-K CONTAINS FORWARDKING STATEMENTS THAT INVOLVE RISKS AND
UNCERTAINTIES. SUCH STATEMENTS INCLUDE, BUT ARE NI®ITTED TO, STATEMENTS CONTAINING THE WORDS "BMHE,"
"ANTICIPATES," "EXPECTS," "ESTIMATES" AND WORDSSIHAILAR MEANING. OUR ACTUAL RESULTS COULD DIFFER
MATERIALLY FROM ANY FORWAI-LOOKING STATEMENTS, WHICH REFLECT MANAGEMENT'SNDENS ONLY AS OF THE
DATE OF THIS REPORT, AS A RESULT OF SUCH RISKSWNCERTAINTIES. WE UNDERTAKE NO OBLIGATION TO REVO&
PUBLICLY RELEASE THE RESULTS OF ANY REVISIONS TESEHFORWAR-LOOKING STATEMENTS. FACTORS THAT COULD
CAUSE OR CONTRIBUTE TO SUCH DIFFERENCES INCLUDET BRE NOT LIMITED TO, THOSE FOUND IN THIS ANNUALFRIRT
ON FORM 10-K IN PART I, ITEM 1A "RISK FACTORS;TNIS PART II, ITEM 7, "MANAGEMENT'S DISCUSSION AANIALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS;" ANDDITIONAL FACTORS DISCUSSED ELSEWHERE IN THIS WAIN
REPORT AND IN OTHER DOCUMENTS WE FILE FROM TIMETIRE WITH THE SECURITIES AND EXCHANGE COMMISSI
INCLUDING OUR QUARTERLY REPORTS ON FORI-Q. READERS ARE CAUTIONED NOT TO PLACE UNDUE REOBMN ANY
FORWARI-LOOKING STATEMENTS.

The following discussion should be read in conjiomctvith the consolidated financial statements antks thereto appearing elsewhere
in this Form 10K. The information below has been adjusted sotehgflect the impact of the restatement on ourrfoial results which is mor
fully described in Note 2 to the consolidated ficiahstatements contained in this report and urttierparagraph "Restatement of Previot
Issued Consolidated Financial Statements" belowdoeks not reflect any subsequent information onesveccurring after the date of the filii
of our reports originally presenting the financiaformation being restated or update any disclosugeein to reflect the passage of time since
the date of such filings. For a more comprehendegcription of our business, see Part |. Item IsiBess.

Restatement of Previously Issued Consolidated Finaial Statements

In this report, we have restated our presiipissued consolidated financial statementsfteaiecertain accounting adjustments. The im
of the restatement on our previously issued codatdd financial statements is as follows:

In October 2006, we issued 4,074,067 reggst shares of our common stock and registerecantarexercisable for 1,425,919 shares of
our common stock for approximately $9.9 millionaimegistered direct financing solely involving ditse investors. In August 2007, we issued
230,000 registered shares of our common stockegidtered warrants exercisable for 150,000 shdresr&common stock to Asia Life
Sciences Venture Consulting Inc. ("ALVC"), in cathsiation for identifying opportunities for the litge or sale of all or part of one of our
SECTA therapy programs. We originally classified thgistered warrants issued in both transactismegjaity, however after substantial
discussions with the staff of the SEC regardingdigal and accounting principles applicable toftets and circumstances surrounding the
issuance of these registered warrants, arisingspanse to a comment letter received from the 8FEGletermined that the warrants should be
classified as a liability pursuant to Emerging Bsifask Force ("EITF") Issue 00-19, "AccountingBarivative Financial Instruments Indexed
to, and Potentially Settled in, a Company's OwrclSten the understanding that in compliance withlaable securities laws, the registered
warrants require the issuance of registered séesitipon exercise and do not sufficiently precladémplied right to net cash settlement.

Thus, our management determined, in coat$oiit with our independent registered public actiogrfirm, Ernst & Young LLP, that due
the error in the initial classification of the retgred
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warrants, our previously issued consolidated firdrstatements for the fiscal year ended DecembeP@06 and the subsequent interim
periods in 2007 and the related reports of Ern¥to&ing LLP and all earnings and similar communiaatiéssued by us since December 31,
2006 should no longer be relied upon and shouletsiated to reflect the impact of the requiredassification of the registered warrants. We
filed a Current Report on Form 8-K with the SECFabruary 12, 2008 notifying investors of such deiaation. The restatement resulted in
the reclassification of the fair value of the reégied warrants upon issuance from equity to alitglin the amounts of $3.7 million for the
October 13, 2006 issuance and $232,000 for the #2007 issuance. Subsequent to the issuamce/aiants are required to be marked-to-
market to their current fair value for each repaytperiod. The revaluation of the registered wdsanh each subsequent balance sheet date
resulted in a reduction in the carrying value & lilability to $3.5 million as of the year endeddeenber 31, 2006, $3.2 million as of the qua
ended March 31, 2007, $2.5 million as of the quateled June 30, 3007, and $790,000 as of theayuartied September 30, 2007. Also, the
revaluation of the registered warrants at eachespnt balance sheet date is reflected in the idated statements of operations as "Other
income" or "Other expense," which resulted in arease to other income of $135,000 for the yeae@mkcember 31, 2006, $330,000 for the
quarter ended March 31, 2007, $727,000 for thetqguanded June 30, 3007, and $1.9 million for thertgr ended September 30, 2007. If
unexercised, the warrants will expire in Octobet@nd August 2012, respectively. There is no effache consolidated Statement of Cash
Flows as a result of this change as the mark-td«et@djustment would have been reflected as a ash-charge within our consolidated
Statements of Operations.

We have only restated our consolidatedniing statements for the impacted periods in tmesal Report on Form 10-K for the year
ended December 31, 2007. In Note 2 to our condelitfinancial statements included elsewhere inrép®rt are tables that set forth the
amounts impacted by the restatement that werequslyi reported in our consolidated balance shewtsansolidated statement of operations
as of and for the periods ended September 30, 20@&, 30, 2007, March 31, 2007 and December 38.20@ have not amended our
previously filed Annual Report on Form 10-K for thear ended December 31, 2006 or Quarterly Repartsorm 10-Q for the interim
reporting periods in 2007, and the financial stagets and related financial statement informatioma&ioed in those reports should no longe
relied upon. Throughout this report, all amountsspnted from prior periods and prior period conguens are labeled "As restated" and reflect
the balances and amounts on a restated basis.

Overview

Inovio Biomedical Corporation, a Delawatgporation, organized in 2001, is a San Diego-bésethedical company focused on the
development of next-generation vaccines to pregetreat cancers and chronic infectious diseasgsh 8accines, which could potentially
protect millions of people from debilitation or dedrom diseases without adequate treatments, egsent multi-billion dollar market
opportunities. Historically successful developmefithis new generation of vaccines—DNA vaccines—esn hindered by the lack of safe,
efficient and cost effective DNA delivery methodable of enabling their potency. However, ourtetgoration-based DNA delivery
technology has shown potential in pre-clinical ahdical studies to play a pivotal role in facilitag delivery and enhancing the potency of
preventive and therapeutic vaccines.

We are a leader in developing DNA deliveojutions based on electroporation, which used,lmimtrolled electrical pulses to create
temporary pores in cell membranes and enable iseteeellular uptake of a useful biopharmaceutidake the DNA vaccine enters a cell, it
can then "express" the proteins it was encodedadyze. These proteins, or antigens, are designkd tniguely associated with a targeted
cancer or infectious disease, and may then stimalahore powerful immune response if the immun&gygncounters the targeted diseast
subsequent time.
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Inovio's business strategy to realize vétwehe company and its stockholders is as foltows

First, we have leveraged our patented telcigies through licensing and collaborations, salour licensing arrangements with
Merck & Co., Inc., or Merck, Wyeth Pharmaceuticais\Wyeth and Vical Inc., or Vical, among otheragasch-driven biopharmaceutical
companies as well as government and non-governagamicies. We are licensing the use of our electatiom-based DNA delivery systems
for partners to use in conjunction with their priefary DNA vaccines or DNA-based immunotherapidsese arrangements provide us with
some combination of upfront payments, developmees fmilestone payments, royalties and a suppbeaggnt. These partners are pursuing
development of proprietary agents or conductingaesh using our technology.

Second, we are pursuing proprietary vacdmealopment or cdevelopment, resulting in whole or partial ownepshi promising vaccine
to prevent or treat cancers and chronic infectitissases. We currently have a collaborative comialezation agreement with Tripep AB, or
Tripep, to co-develop a novel DNA hepatitis C thpenatic vaccine (HCV), for which they received apgis from the Swedish Medical
Products Agency (MPA) and local ethics committeemitiate a Phase I/11 clinical trial, which hasw begun enrollment. We also have two
undisclosed programs underway in pre-clinical #ado generate a protective immune response vétireporation mediated delivery of an
antigen in relevant animal models.

Inovio's technology is protected by an agiee patent portfolio covering in vivo electroptioa. Our patent portfolio encompasses a range
of apparatuses, methodologies, conditions, andagtjains including oncology, gene delivery, vasculeansdermal as well as ex vivo
electroporation.

As of December 31, 2007, we had an accueideficit of $139.8 million. We expect to continto incur substantial operating losses in
the future due to our commitment to our researchdevelopment programs, the funding of preclingtatlies, clinical trials and regulatory
activities and the costs of general and adminisgatctivities.

Critical Accounting Policies

The SEC defines critical accounting policées those that are, in management's view, impgddahe portrayal of our financial condition
and results of operations and require managenjedtsnent. Our discussion and analysis of our fifgreondition and results of operations is
based on our audited consolidated financial statésnevhich have been prepared in accordance wigh §enerally accepted accounting
principles ("U.S. GAAP"). The preparation of thdgmncial statements requires us to make estinstdgudgments that affect the reported
amounts of assets, liabilities, revenue and exgeMe base our estimates on experience and orugagsumptions that we believe are
reasonable under the circumstances, the resulihioh form the basis for making judgments aboutdfeying values of assets and liabilities
that are not readily apparent from other sourcesu® results may differ from those estimates. @iiical accounting policies include:

Revenue Recognitio

Revenue is recognized in accordance wilff Biccounting Bulletin ("SAB") No. 104, "RevenueBognition in Financial Statements" and
EITF Issue 00-21, "Revenue Arrangements with Mlgdtipeliverables."

We have adopted a strategy of co-developirigensing our gene delivery technology for sfiegenes or specific medical indications.
Accordingly, we have entered into collaborativeegesh and development agreements and have redaiveidg for pre-clinical research and
clinical trials. Payments under these agreemeritg;hware non-refundable, are recorded as reventleaslated research expenditures are
incurred pursuant to the terms of the agreemertgpeovided collectibility is reasonably assured.
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License fees are comprised of initial fard milestone payments derived from collaboraiivenising arrangements. We continue to
recognize non-refundable milestone payments up@athievement of specified milestones upon whichhae earned the milestone payment,
provided the milestone payment is substantive toneaand the achievement of the milestone waseastanably assured at the inception of the
agreement. We defer payments for milestone evehitshvare reasonably assured and recognize thetvyrateer the minimum remaining
period of our performance obligations. Paymentsiidestones which are not reasonably assured eaett as the culmination of a separate
earnings process and are recognized as revenuethéemlestones are achieved.

We receive non-refundable grants underalvia government programs. Government grants tosveudrent expenditures are recorded as
revenue when there is reasonable assurance thaweecomplied with all conditions necessary toirecthe grants, collectibility is reasonably
assured, and as the expenditures are incurred.

Research and development expense&lince our inception, virtually all of our adties have consisted of research and development
efforts related to developing our electroporatiechinologies. We expense all such expendituresipéhiod incurred. Our expenses related to
clinical trials are based on services receivededfatts expended pursuant to contracts with mudtigisearch institutions and clinical research
organizations that conduct and manage clinicaktoa 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 sédt fbet scope of work to be performed at a
fixed fee or unit price. Payments under the comsrdepend on factors such as the successful emmtloi patients or the completion of clinical
trial milestones. Expenses related to clinicaldrgenerally are accrued based on contracted amapptied to the level of patient enroliment
and activity according to the protocol. If timelger contracts are modified based upon changéinlinical trial protocol or scope of work to
be performed, we modify our estimates accordingla@rospective basis. In-process research andogerent ("IPR&D") costs realized upon
the acquisition of Inovio AS (see Note 16) wereueal using the royalty savings method. Under thithod the value of acquired technolog
a function of the projected revenues attributabléhe products utilizing the asset, the royalte thtt would hypothetically be charged by a
licensor of the technology to a licensee, and gigpiate discount rate to reflect the inhererit aéthe projected cash flows.

Valuation of Goodwill and Intangible AssetsOur business acquisitions typically result @odwill and other intangible assets, and the
recorded values of those assets may become impaithd future. Acquired intangible assets aré Iséing developed for the future economic
viability contemplated at the time of acquisitiélle are concurrently conducting Phase | and préedlintrials using the acquired intangibles,
and we have entered into certain significant licgnagreements for use of these acquired intargible

We record patents at cost and amortizeethests using the straight-line method over thesetqal useful lives of the patents or 17 years,
whichever is less. Patent cost consists of theideration paid for patents and related legal cdstense costs are recorded based on the fair
value of consideration paid and amortized usingsthaght-line method over the shorter of the expéaseful life of the underlying patents or
the term of the related license agreement. As aebDber 31, 2007, our goodwill and intangible assegalting from acquisition costs of
Inovio AS, and additional intangibles including gutis and license costs, net of accumulated ambiotizaotaled $10.1 million.

The determination of the value of suchngible assets requires management to make estiaradegssumptions that affect our
consolidated financial statements. We assess palteénpairments to intangible assets when themidence that events or changes in
circumstances indicate that the carrying amoumtnodsset may not be recovered. Our judgments liegaite existence of impairment
indicators and future cash flows related to inthleggassets are based on operational
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performance of our acquired businesses, marketitbtmmsl and other factors. If impairment is indiahteve reduce the carrying value of the
intangible asset to fair value. While our curremd &istorical operating and cash flow losses atemiil indicators of impairment, we believe
the future cash flows to be received from our igthle assets will exceed the intangible assetsyicay value, and accordingly, we have not
recognized any impairment losses through Decembge2(@)7.

Although there are inherent uncertaintiethis assessment process, the estimates and a&msnpe use are consistent with our internal
planning. If these estimates or their related aggioms change in the future, we may be requiregt¢ord an impairment charge on all or a
portion of our goodwill and intangible assets. Rartnore, we cannot predict the occurrence of futapairment-triggering events nor the
impact such events might have on our reported assats. Future events could cause us to conchatérhpairment indicators exist and that
goodwill or other intangible assets associated withacquired businesses are impaired. Any regpitippairment loss could have an adverse
impact on our results of operations.

Share-Based CompensationEffective January 1, 2006, we account for stie®ed compensation expense in accordance with the
provisions of Statement of Financial Accountingrigt@rds No. 123R ("SFAS 123R") using the modifieglspective application method. Share-
based compensation cost is estimated at the gadetdsed on the fair-value of the award and isgmized as an expense ratably over the
requisite service period of the award. Determinthnggappropriate fair-value model and calculatiregyfdir value of stock-based awards at the
grant date requires considerable judgment, incly@stimating stock price volatility, expected optlde and forfeiture rates. We develop our
estimates based on historical data. If factors ghamd we employ different assumptions in futuméogs, the compensation expense that we
record may differ significantly from what we haweeorded in the current period. A small change énastimates used may have a relatively
large change in the estimated valuation. We us8khek—Scholes pricing model to value stock optovards. We recognize compensation
expense using the straight-line amortization method

Registered Common Stock Warrant3Ve account for registered common stock warrenégcordance with Emerging Issues Task Force
("EITF") Issue 00-19 "Accounting for Derivative Rincial Instruments Indexed to, and Potentiallyl&gin, a Company's Own Stock" on the
understanding that in compliance with applicableusées laws, the registered warrants requirésheance of registered securities upon
exercise and do not sufficiently preclude an inplight to net cash settlement. We classify registavarrants on the balance sheet as a ct
liability which is marked-tomarket at each balance sheet date subsequentitotilissuance. Changes in the fair market vaifithe warrant:
are reflected in the statement of operations akéOhcome and expense”.

Recent Accounting Pronouncements

Information regarding recent accountingnmancements is contained in Note 3 to the CongelidRinancial Statements, included
elsewhere in this report.

Results of Operations

Our results of operations give effect te thstatement of our previously issued consolidfiteshcial statements as more fully described
above.
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Comparison of Years Ended December 31, 2007 an@ 200

The audited consolidated financial datettieryears ended December 31, 2007 and Decemb20@8.,is presented in the following table
and the results of these two periods are useceididtussion thereafter.

Increase/ Increase/
December 31, December 31, (Decrease) (Decrease)
2007 2006 $ %
As restated

Revenue:
License fee and milestone payme $ 2,793,47 $ 1,337,100 $ 1,456,37. 10%
Revenue under collaborative research and develaf
arrangement 1,854,30: 962,20° 892,09¢ 93
Grants and miscellaneous revel 159,94¢ 1,168,86! (1,008,91) (86)
Total revenue 4,807,72! 3,468,17 1,339,55! 39
Operating expenses:
Research and developm 9,625,94 8,509,78! 1,116,16: 13
General and administrati\ 11,080,20 8,304,58 2,775,61! 33
Total operating expense:! 20,706,14 16,814,37 3,891,77 23
Loss from operations (15,898,42) (13,346,19) 2,552,22 19
Interest and other incon 4,693,97 1,002,25: 3,691,72! 36¢
Net loss (11,204,44) (12,343,94) (1,139,49) 9)
Imputed and declared dividends on preferred s (23,33Y) (2,005,66) (1,982,32) (99)
Net loss attributable to common stockholder: $ (11,227,77) $ (14,349,60) $ (3,121,82) (22)%

Revenue

Our revenue consists of license fees, tafespayments, and amounts received from collaivere¢search and development arrangernr
and grants.

Our total revenue increased $1.3 millior3®% for the year ended December 31, 2007, as aatpa fiscal 2006 due to significant
increases in license fees, milestone paymentseuahue under collaborative research and developanearigements, offset partially by a la
decrease in grant revenue.

The $1.5 million increase in license ferd milestone payments for the year ended Decenthe2®7, as compared to fiscal 2006 was
primarily due to the recognition of a $2.0 milliarilestone payment during fiscal 2007, resultingrfrine achievement of a clinical milestone
by Merck for the filing of an investigational newud application for the second Merck product in@an market. Under our agreement with
Merck, we may receive additional future milestoagments linked to the successful development abdyxt. We also recognized $175,001
higher Wyeth license fee revenue in fiscal 200Zampared to fiscal 2006, and acquired license aggats to our GeneSwitch® technology
resulting in increased revenue of $130,000 duriscpf 2007. These increases were patrtially offgeidValentis license fee revenue during
fiscal 2007 as compared to $480,000 during fis6@62 and decreased revenue of $344,000 from thekMieensing agreement in 2007 as this
agreement was fully amortized in May 2007.

The $892,000 increase in revenue undealoothtive research and development arrangemeritgydbe year ended December 31, 2007,
as compared to the 2006 fiscal year, was due &8a4,000
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increase in Wyeth billings based on our collabemtigreement related to the commercialization ®Blgen device, and $78,000 in higher
Merck collaborative research billings during 20@7campared to 2006. Billings from research and ldgweent work performed pursuant to
Wyeth and Merck agreements are recorded as reantiee related research expenditures are incurred.

The $1.0 million decrease in grant and ellaceous revenue was due to minimal revenue rézedfrom U.S. Army grants during fiscal
2007 as compared to $899,000 during fiscal 2006aarediuction in revenue recognized by Inovio ASrfrour European Union grant due to
timing of work performed.

During the years ended December 31, 20872806, we recognized revenue of $159,000 andrillibn, respectively, attributable to the
operations of Inovio AS, a Norwegian company thatagquired in January 2005, which amounted to agpiately 3% and 33% of our total
revenue. Inovio AS' revenue primarily consists mbants received from grants and licensing revenue.

Research and Development Exper

The $1.1 million increase in research aedetbpment expenses for the year ended Decemb2087, as compared to fiscal 2006, was
primarily due to an increase in clinical trial erges associated with patient enrollment, clinitel ®sts, data collection and monitoring costs,
and increased costs related to the use of Clileakarch Organization ("CROs") and Clinical RedeAsgsociates ("CRAs") related to our
SECTA therapy program. Additional increases are@ated with the expansion of our in-house engingeaind research expertise, increased
consulting services, increased lab supplies retat@dir existing and next generation programs.egiased outside lab testing performed, and
expensed inventory costs. These increases welallyaoffset by a $672,000 decrease in expensebuatihble to Inovio AS totaling $697,000
and $1.4 million during the years ended DecembeRBQ7 and 2006, respectively.

Our research and development activitidecebur efforts to advance our products throughwlirious stages of product development. The
expenditures that will be necessary to executadeuelopment plans are subject to numerous uncgéesjnvhich may affect our research and
development expenditures and capital resources Eearlier results are positive, we may obtaiffiedent results in later stages of
development, which could impact our developmeneexiitures for a particular product. Although werspa considerable amount of time
planning our development activities, we may be i@gito alter our plan based on new circumstancevents. Any deviation from our plan
may require us to incur additional expenditureaarelerate or delay the timing of our developmeensling.

Depending upon the progress of our progranasavailability of capital, we expect our resdaand development expenses during the yeat
ending December 31, 2008 to remain consistent wberpared to the year ended December 31, 2007.

General and Administrative Expenses

General and administrative expenses inchuggness development expenses and the amortizstintangible assets. The $2.8 million
increase in general and administrative expensethéoyear ended December 31, 2007, as comparéstéd 2006, was primarily due to an
increase in outside consulting services relatquhttnering our SECTA therapy program, an increasevestor relations services associated
with expanding our DNA and gene therapy programparease in personnel expenses associated wiindipg our in-house expertise,
increased legal fees associated with intellectugbgrty and business development efforts, and &se@ legal, accounting and auditing fees
primarily attributable to matters related to copmsdence with the SEC. In addition, we recordegidaiction of goodwill in 2007 related to the
realization of foreign net operating loss carryfards. General and administrative costs attributablaovio AS were $84,000 for the year
ended December 31, 2007 and were insignificanthi®ryear ended December 31, 2006.
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Depending upon the progress of our programasour availability of capital, we expect our gl and administrative expenses during the
year ending December 31, 2008 to decrease sligttgn compared to the year ended December 31, .

Share-Based Compensation.

Effective January 1, 2006, we adopted $tatd of Financial Accounting Standards ("SFAS") MB3(R),Share-Based Paymenand
elected to adopt the modified prospective applicathethod. SFAS No. 123(R) requires us to useravédile based method to account for
stock-based compensation. Accordingly, stock-basetpensation cost is measured at the grant datedhmn the fair value of the award
reduced by estimated forfeitures, and is recognézeexpense over the employee's requisite sereitedp Total compensation cost under
SFAS No. 123(R) for our stock plans for the yeardesl December 31, 2007 and 2006 was $1.6 millioh$dn3 million, of which $354,064
and $423,229 was included in research and develapexpenses and $1.2 million and $920,874 was deciun general and administrative
expenses, respectively. At December 31, 2007, thase$1.3 million of total unrecognized compensatiost, related to unvested stock
options, which we expect to recognize over a weidtaverage period of one year, as compared to $246or the year ended December 31,
2006. Total stock-based compensation for optioastgd to noremployees for the years ended December 31, 2002G0&lwas $119,191 a
$202,604, respectively.

Interest and Other Incorr

Our management determined on February @ #tat registered warrants issued by us in Oct2be6 and August 2007 required
reclassification from equity to liability in our neolidated financial statements for the year erdecember 31, 2006 and the interim reporting
periods in 2007. As a result of these reclassificatand from the net decrease in the fair valusoaimon stock warrants issued, non-cash
other income of $3.4 million and $135,000 was retoed for the years ended December 31, 2007 an@, 288pectively, resulting in an
increase of $3.3 million during fiscal 2007. If weecised, the warrants will expire in October 2@htl August 2012, respectively.

The remaining increase in interest andratimme for fiscal 2007, as compared to fiscal&Qas primarily due to a larger cash and
short-term investments balance and higher averdageest rate.

Imputed and Declared Dividends on Preferred S

The former holders of our Series A and Bféxired Stock received an annual dividend at aat886, in shares of common stock or cash,
payable quarterly through September 30, 2006. fesalt, no dividends were paid to Series A or Bfétred Stock holders during the year
ended December 31, 2007. We paid cash of $345sandd a total of 2,871 shares valued at $7,698téotmer holders of our Series A
Preferred Stock, and we paid $14,795 in cash tdottmer holders of our Series B Preferred Stockndufiscal 2006.

The holders of our Series C Preferred Steete entitled to receive an annual dividend atea of 6%, in shares of common stock or cash,
payable quarterly, through May 20, 2007. As paithed dividend, we paid cash of $23,335 duringdis2007 to holders of our Series C
Preferred Stock. We paid cash $117,204 duringlfa@@6 to holders of our Series C Preferred Staukaccrued $14,571 for certain holders of
our Series C Preferred Stock who participated ie@uity financing we completed in October 2006.

During 2006, we recorded an imputed divileharge of $1.9 million during the three monthdeshDecember 31, 2006, related to the
investors who converted $1.2 million of their Seri@ Preferred Stock investment into 473,744 shairesr common stock as part of our
private placement closed in October 2006. This itegulividend charge was calculated using guidanogamed in Emerging Issues Task
Force ("EITF") Issue No. 00-27, "Application of lesNo. 98-5 to Certain
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Convertible Instruments." As part of this privatagement, these investors received 304,450 additgirares of our common stock, as

compared to the number of shares of our commork énda which their existing Series C Preferred &toould have been converted under the

original terms of the Series C Preferred Stock. &€l TF Issue No. 00-27, this incremental numbestafres of our common stock was
multiplied by the price of our common stock on doenmitment date of the original Series C PrefeBtatk issuance, or $6.08 per share, to
calculate the $1.9 million imputed dividend chaagsociated with this beneficial conversion.

Income Taxes

Since inception, we have incurred operaliisges and accordingly have not recorded a pvigr income taxes for any of the periods
presented. As of December 31, 2007, we had nettpgross carry forwards for federal and stat®ine tax purposes of approximately
$55.9 million and $50.8 million, respectively. We@had federal and state research and developgmentedits of approximately $714,000
$989,000, respectively. If not utilized, the neemgiing losses and credits will begin to expir@®13. Utilization of net operating losses and
credits are subject to a substantial annual limitadue to ownership change limitations providedhsy Internal Revenue Code of 1986, as

amended.

Comparison of Years Ended December 31, 2006 anfl 200

The audited consolidated financial datattieryears ended December 31, 2006 and Decemb2033.,is presented in the following table
and the results of these two periods are useceididtussion thereafter.

Revenue:

License fee and milestone payme
Revenue under collaborative research and
development arrangemet

Grants and miscellaneous revei

Total revenue

Operating expenses:

Research and developm:e

General and administrati

Charge for acquired in-process research and
developmen

Total operating expense:

Loss from operations

Interest and other incon

Net loss

Imputed and declared dividends on preferred s

Net loss attributable to common stockholder:

Increase/ Increase/
December 31 December 31 (Decrease) (Decrease)
2006 2005 $ %
As restated
$ 1,337,100 $ 2,563,28 $ (1,226,17) (48)%
962,20° 1,492,14 (529,93 (36)
1,168,86! 1,411,82! (242,95¢) (17)
3,468,17 5,467,25! (1,999,07) (37)
8,509,78! 11,454,77 (2,944,98) (26)
8,304,58 6,187,45! 2,117,13 34
— 3,332,00( (3,332,00) (100)
16,814,37 20,974,22 (4,159,85) (20)
(13,346,19) (15,506,97) 2,160,77! (14)
1,002,25: 210,11¢ 792,13: 377
(12, 343,94) (15,296,85) (2,952,911 (19)
(2,005,66) (11,065,77) (9,060,10) (82)
$ (14,349,60) $ (26,362,62) $ (12,013,01) (46)%
] | | |
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Revenue

Our revenue consists of license fees, motespayments, and amounts received from collabveretsearch and development arrangern
and grants.

Our total revenue decreased $2.0 millioB%¥ for the year ended December 31, 2006, as aampa fiscal 2005 due to significant
decreases in license fees, milestone paymentseardue under collaborative research and developansrgements as well as a decrease in
grant revenue.

The $1.2 million decrease in license fems milestone payments for the year ended Decenthe2®6, as compared to the 2005 fiscal
year, was mainly due to the recognition of a $2illan milestone payment during June 2005, resglfiom the achievement of a clinic
milestone by Merck for a plasmid-based vaccinegisir MedPulser® DNA Delivery System. This decreass offset by license fee
payments of $1.0 million and $500,000 received fiderck in May 2004 and June 2005, respectively ennehich the parties seek to develop
and commercialize our MedPulser® DNA Delivery Systier use with certain of Merck's DNA vaccine pragrs, combined with revenue
recognized from new licensing and milestone agregsnentered into during 2006. The license paymeethave received from Merck in prior
years are being amortized over the remaining mininterm of the agreement. Royalties are receivableates of a product utilizing o
device. As of December 31, 2006, no royalties reehlreceived.

The $530,000 decrease in revenue undealmmthtive research and development arrangemernitgydhe year ended December 31, 2006,
as compared to the 2005 fiscal year, was primdirily to less collaborative research and developnegehue recognized from our agreement
with Merck. Billings from research and developmentrk performed pursuant to our agreement with Menekrecorded as revenue as the
related research expenditures are incurred.

The $243,000 decrease in grant and miseslas revenue was mainly due to less revenue razesbhy Inovio AS from our European
Union and U.S. Army grants due to the timing of kvperformed.

During the year ended December 31, 20062808, we recognized revenue of $1.1 million an@$dillion attributable to the operations
of Inovio AS, a Norwegian company that we acquiredanuary 2005, which amounted to approximatef 2®d 24% of our revenue.
Inovio AS' revenue primarily consists of amountseiged from grants, which are received primarilydreign currencies, including the Euro,
Norwegian Kroner and Swedish Kror

Research and Development Exper

The $2.9 million decrease in research anglbpment expenses for the year ended Decemb&086, as compared to fiscal 2005, was
primarily due to a decrease in clinical trial expes. Historically, clinical expenses have includests related to the use of an outside CRO.
Throughout the year ended December 31, 2006, wedsed the use of internal resources and othetesroatside CROs to more cost
effectively fulfill those activities formerly undeken by this CRO. The remainder of the decreasemainly due to lower cost of
manufacturing products to support these clinidaldrand research collaborations, decreased extresearch expenses, legal fees and other
expenses associated with our clinical trials ameelooutside regulatory consulting costs associafédour clinical trials. These were offset by
an increase in share-based compensation expe®d@®f229 for the year ended December 31, 2006etkta options issued to employees.
During the years ended December 31, 2006 and 286&arch and development expenses also includédvillion and $1.1 million, in
research and development costs attributable tadnaS.

Our research and development activitidecebur efforts to advance our products throughwlirious stages of product development. The
expenditures that will be necessary to executadeuelopment plans are subject to numerous uncgéesjnvhich may affect our research and
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development expenditures and capital resourcesnBtance, the duration and the cost of clinidalgarmay vary significantly depending on a
variety of factors including the number of patieimtshe trial, the number of clinical sites in thial, and the length of time required enrolling
suitable patient subjects. Even if earlier resafespositive, we may obtain different results ielastages of development, which could impact
our development expenditures for a particular pcbddiithough we spend a considerable amount of ptaaning our development activities,
we may be required to alter our plan based on newurastances or events. Any deviation from our preay require us to incur additional
expenditures or accelerate or delay the timingunfdevelopment spending.

General and Administrative Expenses

The $2.1 million increase in general anchidstrative expenses for the year ended Decembe2@®6, as compared to fiscal 2005, was
mainly due to share-based compensation expense26{&74, related to options issued to employees.rémainder of the increase was due to
legal fees associated with intellectual property business development, an increase in accountigadit fees, an increase in recruiting and
relocation expenses associated with expandingmebiouse expertise, an increase in royalty obligatielated to licensing agreements entered
into during 2006 and an increase in our consukhatebased compensation expense. General and administcasts attributable to Inovio /
were insignificant for the year ended December2BD6, and $88,187 for the year ended December(®B. Z2mortization of intangible assets
was $225,000 and $206,250 for the years ended Ommedd, 2006 and 2005, respectively, related timtmmgible asset associated with
contracts and intellectual property acquired as @laour purchase of Inovio AS in January 2005.

Share-Based Compensation.

Prior to January 1, 2006, we accounteaorstock plans using the intrinsic value methodarrAccounting Principles Board ("APB")
No. 25,Accounting for Stock Issued to EmployeEffective January 1, 2006, we adopted SFAS N8(R}, Share-Based Paymentvhich
requires the measurement and recognition of conaiensexpense for all share-based payment awareisipdoyees and directors based on
estimated fair values. We elected to adopt the fisabprospective application method. Accordinglpck-based compensation cost is
measured at the grant date, based on the fair véliee award reduced by estimated forfeitures,iamedcognized as expense over the
employee's requisite service period. Total comp@saost for our stock plans for the year endedddeber 31, 2006 was $1.3 million. At
December 31, 2006, there was $946,844 of totaloogreized compensation cost, related to unvestett sigtions, which we expect to
recognize over a weighted-average period of one yea

Charge for Acquired In-Process Research and Devety.

Operating results for the year ended DeaerBl, 2005 included a $3.3 million non-cash chaeiggted to the write-off of acquired in-
process research and development ("IPR&D") regyftiom the Inovio AS acquisition in January. Thecamt expended for IPR&D represents
the estimated fair value of purchased in-procedsnt@ogy for projects that, as of the acquisitiated had not reached technological feasibility
and had no alternative future use. There were aogels resulting from any acquisitions during theeaeriod in 2006.

Interest and Other Incorr

The $792,000 increase in interest and atlterme was primarily due to a larger cash andtsieom investments balance and higher
average interest rate. See Item 7A for furtherwdision of the impact of changes in interest ratesuw statements of operations and our
financial condition. In addition, during the fourgiarter of fiscal 2006, we adjusted by approxirya$& 35,000 (as restated), the fair value of
our common stock warrants to the fair market véhegeby increasing other income.
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Imputed and Declared Dividends on Preferred S

The holders of our Series A and B PrefeBtatk were entitled to receive an annual dividanthe rate of 6%, payable quarterly, through
September 30, 2006. These dividends were payalgkesim unless the closing price of our common sHarehe 20 trading days immediately
preceding the dividend payment date was equal ¢peater than the conversion price of such shareghich event we may have elected to
the dividends to the holders in common stock. As githis dividend to holders of Series A and Bferred Stock, we issued a total of 2,871
common shares valued at $7,693, and paid $15,1d8sim during 2006. We issued a total of 55,518 comshares valued at $179,956 and
paid $60,235 in cash during 2005. There were noesha Series A or B Preferred Stock outstandineaember 31, 2006. As of
December 31, 2005, 52 shares of Series A Pref&tark and 100 shares of Series B Preferred Stockined outstanding.

The holders of our Series C Preferred Stvekentitled to receive an annual dividend at#te of 6%, payable quarterly, through June 30,
2007. These dividends are payable in cash unlessding price of our common shares for the 2@inigadays immediately preceding the
dividend payment date is equal to or greater tharconversion price of such shares, in which ewentay elect to pay the dividends to the
holders in common stock. In 2006 we paid dividetoddhe holders of our Series C Preferred Stoclkashaf $117,204 and accrued dividend
$14,571 which were converted into common sharesnamcants as part of our October 2006 private plese. We paid dividends in cash of
$553,694 during 2005.

During 2006, we recorded an imputed divitleharge of $1.9 million during the three monthdeshDecember 31, 2006, related to the
investors who converted $1.2 million of their Seri& Preferred Stock investment into 473,744 sharesr common stock as part of our
October 2006 private placement. This imputed divileharge was calculated using guidance contamé&tnierging Issues Task Force
("EITF") Issue No. 00-27Application of Issue No. 98-5 to Certain Converibhstruments As part of this private placement, these investor
received 304,450 additional shares of our commackstas compared to the number of shares of ounmmstock into which their existing
Series C Preferred Stock could have been convartédr the original terms of the Series C PrefeSdk. Under EITF Issue No. 00-27, this
incremental number of shares of our common stockwaltiplied by the price of our common stock oa tommitment date of the original
Series C Preferred Stock issuance, or $6.08 pee stwacalculate the $1.9 million imputed dividesithrge associated with this beneficial
conversion.

During 2005, we recorded an imputed divitleharge of $1.9 million related to the investoteoveonverted $3.2 million of their previous
Series C Preferred Stock investment into 790,128eshof our common stock as part of our January po@ate placement. As part of this
private placement, these investors received 31%888ional shares of our common stock by partidiga as compared to the number of sh
of our common stock into which their existing Ser@ Preferred Stock could have been converted uthdariginal terms of the Series C
Preferred Stock. This incremental number of shafesir common stock was multiplied by the priceoaf common stock on the commitment
date of the original Series C Preferred Stock isseaor $6.08 per share, to calculate the $1.9amilmputed dividend charge associated with
this beneficial conversion.

During 2005, we also recorded an imputettidind charge of $8.3 million related to the ineestwho converted their Series B and C
Preferred Stock and common stock investments mtoes of common stock as part of our December péi0&te placement. As part of this
private placement, these investors received 1,860 ditional shares of our common stock by pgdithg, as compared to the number of
shares of our common stock into which their exgsttommon or preferred stock could have been coedemder the original terms of their
agreements. This incremental number of sharesroéd@umon stock was multiplied by the price of oamenon stock on the commitment date
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of the original issuance, to calculate the $8.3iomlimputed dividend charge associated with tlaaddicial conversion.
Income Taxe

Since inception, we have incurred operaliisges and accordingly have not recorded a pmvigr income taxes for any of the periods
presented. As of December 31, 2006, we had nettpgross carry forwards for federal and stat®ime tax purposes of approximately
$77.0 million and $46.9 million, respectively. We@had federal and state research and developgmentedits of approximately $1.3 million
and $696,000, respectively. If not utilized, thé oerating losses and credits will continue toiexm 2007 through 2025. Utilization of net
operating losses and credits are subject to aaufitannual limitation due to ownership changathtions provided by the Internal Revenue
Code of 1986, as amended. The annual limitatiomdo@sult in the expiration of our net operatingdes and credit carry forwards before they
otherwise could be used.

Liquidity and Capital Resources

During the last eight years, our primargsusf cash have been to finance research and gewetd activities including clinical trial
activities related to DNA vaccines and immunothgrapd our SECTA program. Since inception, we hatisfed our cash requirements
principally from proceeds from the sale of equiggsrities.

Recent Sales of Equity Securities

In May 2007, we completed a registered tydiriancing wherein we issued and sold 4,595,08tes of our common stock for $3.52 per
share, resulting in aggregate cash proceeds o2 $d#lion, prior to offering expenses of $110,313.

In October 2006, we completed a registexpdty financing with foreign investors, wherein igsued and sold 4,074,067 shares of our
common stock for $2.43 per share, resulting in egate cash proceeds of $9.9 million prior to offgrexpenses of $1.2 million. In addition,
issued warrants to purchase 1,425,919 shares aooumon stock. In connection with this offeringstae holders of our previously issued
Series C Preferred Stock exchanged 115.12 shatheipbutstanding Series C Preferred Stock anduadcdividends thereon for $14,571 for
479,722 restricted shares of our common stock aardants to purchase 167,902 restricted sharesrafauomon stock. All warrants issued in
the registered offering and the preferred excharagesaction have a term of five years and are esabie at $2.87 per share.

In October 2006, Inovio Asia Pte. Ltd. (RA"), our subsidiary organized in Singapore, congale private placement, issuing and selling
2,201,644 of its ordinary shares at $2.43 per stwreash in the amount of $5.3 million. These padly shares were exchanged in January
for 2,201,644 restricted shares of our common stoekfive-year warrants to purchase up to 770,8%8icted shares of common stock at an
exercise price of $2.87 per share.

On December 30, 2005, we completed a mrigktcement of an aggregate of $15.8 million irsgreash proceeds through the sale of our
common stock to institutional and accredited ineesthat included Merck and Vical, two of our stégit partners. At the closing, we issued to
the investors an aggregate of 9,892,735 sharesnofnon stock and warrants to purchase an aggrefdtd62,451 shares of common stock,
and received in exchange (1) gross cash proceekik508 million; (2) an aggregate of 734 sharesut$tanding Series A, B and C Cumulative
Convertible Preferred Stock; and (3) 1,142,593eshaf our outstanding common stock. In additionjsgseed to the investors five-year
warrants to purchase 35% of the number of sharesrafmon stock they acquired in the offering at xerese price of approximately $2.93 |
share.
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In January 2005, we completed a privategifeent to accredited investors whereby we sold01128 shares of our common stock at a
purchase price of $4.05 per share and issued wiat@purchase 508,240 shares of our common staak exercise price of $5.50 per share,
which resulted in aggregate cash proceeds of $8li@m A portion of this private placement involdénvestors who converted $3.2 million of
their previous investment in our Series C Prefe8tatk into 790,123 shares of the common stoclessis part of this private placement with
no associated cash proceeds to us.

On January 25, 2005, we consummated thaisitign of Inovio AS. We acquired the entire sheapital of Inovio AS for an aggregate
purchase price of $10.9 million, which consiste&8f0 million in cash and $7.9 million in the isaua of shares of our Series D Convertible
Preferred Stock. See Note 16 to the Consolidatedri€ial Statements for further information regagdims acquisition.

Working Capital and Liquidity

As of December 31, 2007, we had workingtehpf $25.6 million, as compared to $17.6 millias of December 31, 2006 (as restated).
The increase in working capital during the yeareshBecember 31, 2007 was primarily due to the gdniancing which occurred in
May 2007, offset by expenditures related to oueaesh and development and clinical trial activites well as various general and
administrative expenses related to consultants),legcounting and audit, corporate developmemt,@vestor relations activities.

As of December 31, 2007, we had an accuediideficit of $139.8 million. We have operated ddss since 1994, 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
development efforts. If these activities are susftd@nd if we receive approval from the FDA to ketrequipment, then even more funding
will be required to market and sell the equipmd@iie outcome of the above matters cannot be predittehis time. We are evaluating poter
partnerships as an additional way to fund operatitve will continue to rely on outside sourcesin&fcing to meet our capital needs beyond
next year. We expect to fund our operations thrahgtfourth quarter of 2010 based on our curreetaiing plan.

Our long-term capital requirements will dag on numerous factors including:

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

. The cost involved in filing and maintaining patetdims;

. Competitor and market conditions;

. The ability to establish and maintain collaboratiwveangements;

. The ability to obtain grants to finance researcth development projects; ai

. The cost of manufacturing sc-up and the cost of commercialization activities ama&ngements

The ability to generate substantial fundimgontinue research and development activities;limical and clinical studies and clinical trii
and manufacturing, scale-up, and selling, genaral,administrative activities is subject to a nundfeisks and uncertainties and will depend
on numerous factors including:

. The ability to raise funds in the future througtblicior private financings, collaborative arrangertse grant awards or from
other sources;
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. Our potential to obtain equity investments, collative arrangements, license agreements or develapaon other fundin
programs in exchange for manufacturing, marketiigfribution or other rights to products develojgdus; and

. The ability to maintain existing collaborative argements.

We cannot guarantee that additional funaifigbe available when needed or on favorable gerihit is not, we will be required to scale
back our research and development programs, piealistudies and clinical trials, and selling, getheand administrative activities, or
otherwise reduce or cease operations and our lassarel financial results and condition would beemally adversely affected.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet amanemts that have or are reasonably likely to haugreent or future effect on our financial
condition, changes in financial condition, revenexpenses, and results of operations, liquiditgjtahexpenditures or capital resources.

Contractual Obligations

As of December 31, 2007, we did not haweraaterial long-term debt or other known contrattldigations, except for the operating
lease for our facility, which expires in FebruaglB, and operating leases for copiers, which expig9d08 through 2011.

We are contractually obligated to makeftilowing operating lease payments as of DecembefB07:

Less than More than
Total 1 year 1-3 years 3-5years 5 years
Operating lease obligatiol $ 1,139,63. $ 508,90° $ 625,088 $ 564( $ —
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ITEM 7A. QUALITATIVE AND QUANTITATIVE DISCLOSURE S ABOUT MARKET RISK
Interest Rate Ris

Market risk represents the risk of losg thay impact our financial position, results of mgi@ns or cash flows due to adverse changes in
financial and commodity market prices and rates.aféeexposed to market risk primarily in the arbehanges in United States interest rates
and conditions in the credit markets. We do nothawy material foreign currency or other derivafimancial instruments. Under our current
policies, we do not use interest rate derivatiwtriments to manage exposure to interest rate elBakllge attempt to increase the safety and
preservation of our invested principal funds byiting default risk, market risk and reinvestmeskriwe mitigate default risk by investing in
investment grade securities.

All of our investment securities are cléissi as available-for-sale and therefore reportethe balance sheet at market value. Our
investment securities consist of high-grade auatide securities, corporate debt securities an@morent agency securities. As of
December 31, 2007, our short-term investments dedub14.1 million of high-grade (AAA rated) auctigaie securities issued primarily by
municipalities. Our auction rate securities aretdiektruments with a long-term maturity and withiaterest rate that is reset in short intervals
through auctions. The recent conditions in the glabedit markets have prevented some investors fiquidating their holdings of auction r:
securities because the amount of securities sudfitt sale has exceeded the amount of purchasesdia such securities. If there is
insufficient demand for the securities at the tioh@n auction, the auction may not be completedthadnterest rates may be reset to
predetermined higher rates. When auctions for thesarities fail, the investments may not be rgacbinvertible to cash until a future auction
of these investments is successful or they areeradd or mature. If the credit ratings of the segussuers deteriorate and any decline in
market value is determined to be other-than-tenrgpree would be required to adjust the carryingueadf the investment through an
impairment charge. To date, we have not recordgdealized gains or losses on our investment plastéo recognized any significant
unrealized gains or losses on investments.

In early March 2008 we were informed thretre was insufficient demand at auctions for sigwfhigh-grade auction rate securities,
representing approximately $13.6 million. As a tesbese affected securities are currently natilicand the interest rates have been reset to
the predetermined higher rates.

In the event we need to access the furatsatie in an illiquid state, we will not be abledim so without the possible loss of principal, Linti
a future auction for these investments is succeestfilhey are redeemed by the issuer or they mafurthis time, management has not obtai
sufficient evidence to conclude that these inveatmare impaired or that they will not be settledhie short term, although the market for tt
investments is presently uncertain. If we are umablsell these securities in the market or theynat redeemed, then we may be required to
hold them to maturity. We will continue to monitamd evaluate these investments on an ongoing feeisimpairment or for a short term to a
long term reclassification.

Foreign Currency Ris

We have operated primarily in the Unitedt& and most transactions in the fiscal year eBagegmber 31, 2007, have been made in U.S.
dollars. Accordingly, we have not had any mategigdosure to foreign currency rate fluctuations, dmrve have any foreign currency hedging
instruments in place.

We have conducted clinical trials in Eurapeonjunction with several CROs. While invoicesm these CROs relating to work done on
our European clinical trials are generally denon@dan U.S. dollars, our financial results couldaffected by factors such as inflation in
foreign currencies, in relation to the U.S. doliarmarkets where the CROs have assisted us inucting these clinical trials.
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In September 2006 we incorporated Inovi@A&e. Ltd. ("IAPL"), a company in the Republic®ihgapore, and in January 2005 we
acquired Inovio AS, a Norwegian company. Certaamsactions related to our Company and these salisiliare denominated primarily in
foreign currencies, including Euros, British Poun@anadian Dollars, Norwegian Kroner, Swedish Kra@mal Singapore Dollars. As a result,
our financial results could be affected by factush as changes in foreign currency exchange satesak economic conditions in foreign
markets where Inovio conducts business.

We do not use derivative financial instrumtsefor speculative purposes. We do not engagrdhange rate hedging or hold or issue
foreign exchange contracts for trading purposestetly, we do not expect the impact of fluctuation the relative fair value of other
currencies to be material in 2008.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

The information required by this Item 8risorporated by reference to our Consolidated FiiStatements and the Report of
Independent Registered Public Accounting Firm beigim at page F-1 of this report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

As of December 31, 2007, an evaluation gzased out by the company, with the participatidrour Chief Executive Officer and Chief
Financial Officer, of the effectiveness of our diistire controls and procedures (as defined in RB¢el5(e) under the Securities Exchange
of 1934). Based upon that evaluation, our Chiefddtige Officer and Chief Financial Officer conclutihat these disclosure controls and
procedures were effective as of the end of theogerovered by this report.

Internal Control Over Financial Reporting

The restatement of our consolidated finalngtiatements contained in this FormK.@er the year ended December 31, 2006 and theinm
periods ending September 30, 2007, do not corsstitlack of internal control over financial repogj but are based upon our interpretation of
EITF Issue 00-19, "Accounting for Derivative Finaldnstruments Indexed to, and Potentially Setiteca Company's Own Stock". We
originally classified the registered warrants igsbiretwo separate transactions as equity, howeft@r discussions with the staff of the SEC
regarding the legal and accounting principles @aplie to the facts and circumstances surroundiegsguance of these registered warrants,
management determined that the warrants shoulddiessified as a liability. The reclassificationsamsed on the understanding that in
compliance with applicable securities laws, thasteged warrants require the issuance of registeeedrities upon exercise and do not
sufficiently preclude an implied right to net casgitlement based upon the current volatility of stack. In the opinion of our Chief Executive
Officer and Chief Financial Officer, the Companyterpretation and application of EITF Issue 00r8ulting in restatement of previously
issued consolidated financial statements doesorwtitute ineffective internal control over finaalcieporting. We have restated our Balance
Sheets, Statements of Operations, Statements bffaws and notes thereto for the periods indigétetiin doing so, do not conclude
ineffective internal control over financial repougi exists.
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Management's Annual Report on Internal Control Owigrancial Reporting

Our management is responsible for estahlishnd maintaining adequate internal control diremcial reporting, as defined in Rules 13a-
15(f) and 15d-15(f) under the Securities Exchangeoh 1934. Our internal control over financial oefing is a process designed under the
supervision of our Chief Executive Officer and GHi@ancial Officer to provide reasonable assuraegarding the reliability of financial
reporting and the preparation of our financialestagnts for external purposes in accordance with geBerally accepted accounting principles.

As of December 31, 2007, management, Wighpiarticipation of the Chief Executive Officer abtdief Financial Officer, assessed the
effectiveness of our internal control over finahceporting based on the criteria for effectiveeimial control over financial reporting
established in "Internal Control—Integrated Framewissued by the Committee of Sponsoring Orgaiona ("COSO") of the Treadway
Commission. Based on the assessment, managemenitetd that we maintained effective internal colntver financial reporting as of
December 31, 2007.

Ernst & Young LLP, the independent registepublic accounting firm that audited our consatiédi financial statements included in this
Annual Report on Form 10-K, has issued an attestaiport on the effectiveness of our internal mardver financial reporting as of
December 31, 2007. The report is included in tteslunder the heading "Report of Independent RergidtPublic Accounting Firm."
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Inovio Biomedical Corporation

We have audited Inovio Biomedical Corpama$ internal control over financial reporting december 31, 2007, based on criteria
established in Internal Control—Integrated Framdwssued by the Committee of Sponsoring Organinatiaf the Treadway Commission (the
COSO criteria). Inovio Biomedical Corporation's ragement is responsible for maintaining effectivterimal control over financial reporting
and for its assessment of the effectiveness ofriatecontrol over financial reporting included lretaccompanying "Management's Annual
Report on Internal Control Over Financial Reportin@ur responsibility is to express an opinion ba tompany's internal control over
financial reporting based on our audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qgkt8oard (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigifenternal control over financial
reporting was maintained in all material respe®tsr audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that material weakness exéstting and evaluating the design and operatingtféness of internal control based on the
assessed risk, and performing such other procedsreg considered necessary in the circumstanceseliéve that our audit provides a
reasonable basis for our opinion.

A company's internal control over finanaigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures thai€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In our opinion, Inovio Biomedical Corporati maintained, in all material respects, effeciiternal control over financial reporting as of
December 31, 2007, based on the COSO criteria.

We also have audited, in accordance wighstandards of the Public Company Accounting Ogbtdoard (United States), the
consolidated balance sheets of Inovio Biomedicap@Gation as of December 31, 2007 and 2006, ancetheed consolidated statements of
operations, stockholders' equity and cash flowsémh of the three years in the period ended DeeeBih 2007 of Inovio Biomedical
Corporation and our report dated March 12, 2008esqed an unqualified opinion thereon.

/s/ Ernst & Young LLF

San Diego, California
March 12, 200¢
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Changes in Internal Control over Financial Repogin

There have not been any changes in oumiateontrol over financial reporting (as definedRules 13a-15(f) and 15d-15(f) under the
Securities Exchange Act of 1934) that occurredrduthe fourth quarter of our fiscal year ended Dewer 31, 2007, that have materially
affected, or are reasonably likely to materiallieaf, our internal control over financial reporting

ITEM9B. OTHER INFORMATION
None.
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PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE COMPANY

The information required by this Item 1hereby incorporated by reference from our defiriforoxy statement, to be filed pursuant to
Regulation 14A within 120 days after the end of 2007 fiscal year.

We have adopted a Code of Ethics for Sedféicers (the "Code of Ethics"), a copy of whiclasvpreviously filed with our Annual Report
on Form 10-K for the year ended December 31, 28xhibit 14.1 and which we have incorporated dsilkik14.1 to this Report. The Code
of Ethics is available free of charge and may lggiested by mail from our Investor Relations Departtninovio Biomedical Corporation,
11494 Sorrento Valley Rd. San Diego, CA 92121-131By telephone at 877-446-6846 (877-4-INOVIO).

We intend to satisfy the disclosure requieats under the Securities Exchange Act of 1934nmanded, regarding any amendment to, or a
waiver from, our Code of Ethics by posting sucloindiation on our web site atww.inovio.com

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 1hereby incorporated by reference from our defiriforoxy statement, to be filed pursuant to
Regulation 14A within 120 days after the end of B0@7 fiscal year.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT

The information required by this Item 12ereby incorporated by reference from our defiriforoxy statement, to be filed pursuant to
Regulation 14A within 120 days after the end of 2007 fiscal year.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS

Director independence and other informatixuired by this Item 13 is hereby incorporateddfgrence from our definitive proxy
statement, to be filed pursuant to Regulation 14thiw 120 days after the end of our 2007 fiscalryea

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item 1dereby incorporated by reference from our defiriforoxy statement, to be filed pursuant to
Regulation 14A within 120 days after the end of 2007 fiscal year.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES
1. Financial Statemen
Consolidated financial statements requicele filed hereunder are indexed on Page F-2 hereo
2. Financial Statement Schedules

Schedules not listed herein have been edliecause the information required to be set fbghein is not applicable or is included in the
Financial Statements or notes thereto.

3. Exhibits

The following exhibits are filed as parttbfs annual report on Form 10-K:

Exhibit Number Description of Document

2.1  Plan of Reorganization (incorporated by referencExhibit 2.1 of the registrant's Registration 8ta¢nt on Form-4, as
amended (File No. 3:-56978), filed on April 5, 2001

3.1(a  Certificate of Incorporation (incorporated by refiece to Exhibit 3.1 of the registrant's Registratstatement on Form S-3
(File No. 33:-108752) filed on September 12, 20C

(b)  Certificate of Amendment to Amended and Restatetifi@ate of Incorporation as filed with the DelamgaSecretary of
State on September 10, 2004 (incorporated by mferto Exhibit 3.1 of the registrant's Current Répa Form 8-K filed
September 16, 2004

(c) Certificate of Amendment of the Amended and Redt&ertificate of Incorporation as filed with the |Bware Secretary of
State on March 31, 2005 (incorporated by refer@gadexhibit 3.1 of the registrant's Current Repartfmrm 8-K filed on
April 4, 2005).

3.2 Amended and Restated Bylaws, as amended througarmimr 30, 2007 (incorporated by reference to ExBifdi of the
registrant's Form-K filed on December 6, 2007

3.2 Certificate of Designations, Rights and PrefererfeSeries A Cumulative Convertible Preferred Stfinkorporated by
reference to Exhibit 3.3 of the registrant's Regtgin Statement on Form S-3 (File No. 38R752) filed on September :
2003).

3.4  Certificate of Designations, Rights and Preferemfe3eries B Cumulative Convertible Preferred Stiokorporated by
reference to Exhibit 3.4 of the registrant's Regt&in Statement on Form S-3 (File No. 38B752) filed on September :
2003).

3.5 Certificate of Designations, Rights and Prefererufederies C Convertible Preferred Stock of Reagigtfincorporated by
reference to Exhibit 3.3 of the registrant's Regt&in Statement on Forn-3 filed on June 21, 2004

3.6  Certificate of Decrease of Shares of Series C Cativel Convertible Preferred Stock of Registrant¢iporated by
reference to Exhibit 3.4 of the registrant's Regi&in Statement on Forn-3 filed on June 21, 2004

3.7  Certificate of Designations, Rights and PreferemfeSeries D Convertible Preferred Stock of Regist(incorporated by
reference to Exhibit 3.1 of the registrant's CuriReport on Form-K filed on January 31, 200%
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4.1  Amended and Restated Stockholders Rights Agreedaeatl June 20, 1997 by and between the Registndnt a
Computershare Trust Company of Canada, as amemdelduach 25, 2003 (incorporated by reference to Eixi to the
registrant's Definitive Proxy Statement filed onridh@8, 2003).

421  Warrant to Purchase Common Stock, dated Septenth@000 by and between the Registrant and the Bityef South
Florida Research Foundation (incorporated by referdo Exhibit 10.6 of the registrant's Form 104€dfon November 9,



2000).

4.3t  Warrant to Purchase Common Stock, dated Septensh@000 by and between the Registrant and Dr. RicGébert
(incorporated by reference to Exhibit 10.7 of thgistrant's Form -Q filed on November 9, 200C

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

451  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 tagistrant's Form -Q filed on November 9, 200(

4.6 Investors Rights Agreement, dated July 14, 2008yden the Registrant and the Purchasers listectbedsile 1 thereto
(incorporated by reference to Exhibit 4.2 of thgisgrant's Registration Statement on Form S-3 (Rde333-108752) filed
on September 12, 200:

4.7  Form of Series A Common Stock Purchase Warraneddaly 14, 2003, between the registrant and thehpsers listed ¢
Schedule 1 of Purchase Agreement (Exhibit 10.3ite(@corporated by reference to Exhibit 4.3 df tiegistrant's
Registration Statement on Forr-3 (File No. 33-108752) filed on September 12, 20C

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

4.9  Placement Agent Series A Common Stock Purchaseamadated July 14, 2003, between the registrashiS0O
Securities LLC (incorporated by reference to Exthbb of the registrant's Registration StatemerFomm S-3 (File
No. 33:-108752) filed on September 12, 20C

4.1C  Placement Agent Series B Common Stock PurchaseaWadated July 14, 2003, between the registrashtS80O
Securities LLC (incorporated by reference to Exib6 of the registrant's Registration Statemerfomm S-3 (File
No. 33:-108752) filed on September 12, 20C

4.11  Specimen common stock certificate (incorporateddigrence to Exhibit 4.8 of the registrant's Regtiin Statement on
Form ¢-3 (File No. 33-108752) filed on September 12, 20C

4.1z  Preferred Stock and Warrant Purchase Agreemend datef May 10, 2004 by and between the registradithe

purchasers indicated on the schedule thereto ficated by reference to Exhibit 4.1 of the regidtsaRegistration
Statement on Form-3 filed on June 21, 2004
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4.1 Investor Rights Agreement dated as of May 10, 2804nd between the registrant and the purchaseicated on the
schedule thereto (incorporated by reference toliihP of the registrant's Registration StatemenForm S-3 filed on
June 21, 2004

4.14  Form of Series C Common Stock Purchase Warrantidest®f May 10, 2004 by and between the registadtthe
purchasers indicated on the schedule thereto ficated by reference to Exhibit 4.3 of the regigtsaRegistration
Statement on Form-3 filed on June 21, 2004

4.1t Form of Placement Agent Common Stock Purchase Wadated as of May 20, 2004 by and between thetragit and
each of SCO Capital Partners LLC, Jeffery B. Dakigston Tsao, Daniel DiPietro and Mark Alvino ¢@nmorated by
reference to Exhibit 4.4 of the registrant's Regtsin Statement on Forn-3 filed on June 21, 2004

4.1€  Warrant to Purchase Common Stock, dated Decem|2808, by and between the registrant and Collinsel@pment
Company, Arlin Miller Multiples, Roger R. and Sally Post, Tatiana Lansche and Kent M. Scudder rfacated by
reference to Exhibit 4.16 of the registrant's AdrRi@port of Form 10-K for the year ended Decemldgr2®04, filed on
March 15, 2005)

4.17 Registration Rights Agreement dated as of Janudr@05 by and among the Registrant and certaisiavs indicated on
the schedule thereto (incorporated by referen&extubit 4.2 of the registrant's Current Report amri 8-K filed on
January 13, 2005

4.1¢  Form of Warrants issued by the registrant on Janb@y 2005, including a schedule of warrant holdersorporated by
reference to Exhibit 4.1 of the registrant's CuriReport on Form-K filed on January 13, 200=



4.1¢

4.2(C

4.21

4.2z

4.2:

4.24

Registration Rights Agreement dated as of Jan2%y2005 by and among the registrant and the Bblters of Inovio AS
(incorporated by reference to Exhibit 4.1 of thgiserant's Current Report on Forr-K filed on January 31, 200%

Form of Warrants (incorporated by reference to Bixl99.2 to registrant's Forn-K filed on January 6, 2006

Registration Rights Agreement dated December 305208y and among the registrant and the investamsed on the
signature pages thereto (incorporated by referem&shibit 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 asmefber 15, 2006 by and between the registranéacil of the
purchasers listed on Schedule 1 to the SecuritieshBse Agreement (Exhibit 10.23 herein) (incorfeatdy reference to
Exhibit 4.3 of the registrant's Current Report amrir ¢-K filed on September 20, 200t

Registration Rights Agreement dated as of Septeitikhe2006 by and among registrant and certain tovedicated on a
schedule thereto (incorporated by reference tolkixh0.5 of the registrant's Quarterly Report omnkd.0-Q filed on
November 9, 2006

Form of Common Stock Purchase Warrant to be usethbybetween the registrant and each of the puschéisted on

Schedule 1 to the Securities Purchase and Exchisgrgement (Exhibit 10.25 herein) (incorporated éference to
Exhibit 4.24 of the registrant's Annual Report anri 1(-K filed on March 16, 2007
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10.1*

10.2*

10.c

10.5*

10.61

10.7

10.8(a

(b)

10.€

10.12(C

10.111

Amended 2000 Stock Option Plan, as amended by dlaedBof Directors through March 6, 2006 with apis\by
stockholders through May 5, 2006 (incorporateddfgnence to Exhibit 4.1 of the registrant's Regigin Statement on
Form &-8 filed on July 28, 2006

Forms of Incentive and Nonstatutory Stock Optiomefgnents used in connection with the 2000 Stocko®Blan
(incorporated by reference to Exhibit 10.7 of thgistrant's Registration Statement on Form S-4ik (fo. 333-58168)
filed on April 5, 2001)

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

Employment Agreement dated November 15, 2001 bybahdeen the registrant and James L. Heppell (parated by
reference to Exhibit 10.24 of the registrant's FA6-K for the year ending December 31, 2001 filed omil&p 2002).

License Agreement dated September 20, 2000 by etnebbn the registrant and the University of Southidfa Research
Foundation, Inc. (incorporated by reference to BitHi0.5 of the registrant's Form-Q filed on November 9, 200C

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

Financial Consultant Agreement, dated October 822Between the registrant and Catalyst CapitaC (ibcorporated by
reference to Exhibit 4.7 of the registrant's Regt&in Statement on Form S-3 (File No. 38B752) filed on September :
2003).

Amendment to Financial Consultant Agreement, dateg 14, 2003, between the registrant and Caté&lgsital, LLC
(incorporated by reference to Exhibit 4.7(a) of tegistrant's Registration Statement on Form Si8 (fo. 333-108752)
filed on September 12, 200:

Securities Purchase Agreement dated as of Jan0ag005 by and among the registrant and certaiesitovs indicated on
the schedule thereto (incorporated by referen&extobit 10.1 to the Current Report on Form 8-Kdilen January 13,
2005).

Form of Promissory Notes issued by the registrantamuary 10, 2005, including a schedule of noteens (incorporated
by reference to Exhibit 10.2 to the Current ReporForm K filed on January 13, 200%

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



10.12  Escrow Agreement dated as of January 10, 20Gmbyamong the registrant, certain investors inditan the schedule

thereto and Computershare Trust Company of Canadarporated by reference to Exhibit 10.3 to ther€ut Report on
Form &K filed on January 13, 200¢

10.1¢  Stock Purchase Agreement dated January 25, 20@6dgmong the registrant, Inovio AS and the Shadens of
Inovio AS (incorporated by reference to ExhibitlL@ the Current Report on Forr-K filed on January 31, 200%
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10.1¢

10.1¢

10.1¢€

10.1%

10.1¢

10.1¢

10.2(

10.21

10.22

10.2:

10.2¢

10.2¢

10.2¢

10.2%

Lease Agreement by and between the registrant axds\Sorrento Glen LLC dated August 26, 1999 (ipcmated by
reference to Exhibit 10.15 of the registrant's Regtion Statement on Form S-1, as amended (File38®88427), filed or
October 5, 1999

Lease Agreement by and between the registrant arrdr8o Centre Tenancy in Common dated Novembe2@%4
(incorporated by reference to Exhibit 10.16 of thgistrant's Annual Report of Form XOfor the year ended December !
2004, filed on March 15, 200t

Lease Amendment #3 by and between the registranNarus Sorrento Glen LLC dated January 21, 2Q@o(porated by
reference to Exhibit 10.17 of the registrant's AalrfReport of Form 10-K for the year ended Decen®ier2004, filed on
March 15, 2005)

Letter agreement dated September 30, 2005 betwearegistrant and Verdas extending due date of Bsamy Note
(incorporated by reference to Exhibit 99.1 of thgistrant's Report of Forn-K, filed on October 6, 2005

Letter agreement dated September 30, 2005 betwearegistrant and Baystar extending due date ohRemry Note
(incorporated by reference to Exhibit 99.2 of thgistrant's Report of Forn-K, filed on October 6, 2005

Letter agreement dated November 30, 2005 betwegstrant and Verdas extending due date of the Rsomy Note
(incorporated by reference to Exhibit 99.1 of thgistrant's Report of Forn-K, filed on December 6, 200t

Letter agreement dated November 30, 2005 betwegstrant and Baystar extending due date of the Rsory Note
(incorporated by reference to Exhibit 99.2 of thgistrant's Report of Forn-K, filed on December 6, 200%

Securities Purchase Agreement dated as of Decet8b@005, among registrant and each purchaseifidenn the
signature pages thereto (incorporated by referem&shibit 99.1 of the registrant's Report of F@B#K, filed on January 6,
2006).

License Agreement dated September 15, 2006 betwegéstrant and Inovio Asia Pte. Ltd. (incorporalgdreferenced to
Exhibit 10.1 to registrant's Quarterly Report onmrird (-Q filed on November 9, 200€

Securities Purchase Agreement dated SeptembebQ6,etween registrant and purchasers named th@reorporated b
reference to Exhibit 4.1 of the registrant's CuriReport on Form-K filed on September 20, 200¢

Amendment to Securities Purchase Agreement, amgtiénSecurities Purchase Agreement filed as ExhibR7
(incorporated by reference to Exhibit 4.3 of thgiserant's Current Report on Forr-K filed on October 16, 2006

Securities Purchase and Exchange Agreement betwgestrant and Inovio Asia Pte. Ltd. and the pusens named
therein, dated September 15, 2006 (incorporateefegyenced to Exhibit 10.2 to registrant's QuaytB&port on Form 1@
filed on November 9, 2006

Preferred Exchange Agreement dated September 06, (#8iween registrant and certain holders of S€riEseferred Stoc
(incorporated by referenced to Exhibit 4.4 of tegistrant's Registration Statement on Fo-3, filed January 19, 2007

Securities Purchase Agreement dated May 14, 208fing to the Direct Financing between registrard purchasers
named therein (incorporated by reference to ExHilditof the registrant's Current Report on Fo-K, filed May 16, 2007)
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10.2¢

10.2¢

10.3(C

14.1

21.1

Letter Agreement Dated August 3, 2007 between Regisand Asia Life Sciences Venture Consulting (imecorporated
by reference to Exhibit 4.1 of the registrant'sr€nt Report on Form-K filed August 6, 2007)

Form of Warrant to Purchase Common Stock (incoteadrly reference to Exhibit 4.2 of the registra@tsrent Report on
Form &K filed August 6, 2007)

Employment Agreement dated August 31, 2007 by ateiden the registrant and Dr. Michael Fons (incraafeal by
reference to Exhibit 99.2 of the registrant's CutrifReport on Form-K/A filed September 10, 2007

Inovio Biomedical Corporation Code of Ethics fom&e Officers (incorporated by reference to Exhibit1 of the
registrant's Annual Report on Form 10-K for therymaded December 31, 2004, filed with the Secgritied Exchange
Commission on March 15, 200!

Subsidiaries of the registrai



23.1

24.1

31.1

31.z

32.1

Consent of Independent Registered Public Accourfing.

Power of Attorney (included on signature pa

Certification of the Chief Executive Officer pursu&ecurities Exchange Act Rule -14(a).
Certification of the Chief Financial Officer pursueéBecurities Exchange Act Rule -14(a).

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

We have applied with the Secretary of the Secgraied Exchange Commission for confidential treatroéoertain informatior
pursuant to Rule 24b-2 of the Securities ExchancteofA1934. We have filed separately with our aggtion a copy of the exhibit
including all confidential portions, which may bede available for public inspection pending theusiies and Exchange
Commission's review of the application in accoragawith Rule 24b-2.

Designates management contract, compensatory pamangement.

73




SIGNATURES

Pursuant to the requirements of SectionrlB5(d) of the Securities Exchange Act of 1934, Registrant has duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized on March 14, 2008.

Inovio Biomedical Corporation

By: /sl AVTAR DHILLON

Avtar Dhillon
President and Chief Executive Offic

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, thatleperson whose signature appears below constantegppoints Avtar Dhillon
and Peter Kies, and each of them severally, hieeotrue and lawful attorney-in-fact with powersofbstitution and resubstitution to sign in his
or her name, place and stead, in any and all cégmdio do any and all things and execute anyadiridstruments that such attorney may deem
necessary or advisable under the Securities ExehAngof 1934 and any rules, regulations and resuémts of the U.S. Securities and
Exchange Commission in connection with the Annughétt on Form 10-K and any and all amendments dieastfully for all intents and
purposes as he or she might or could do in peeswhhereby ratifies and confirms all said attorrieyfact and agents, each acting alone, and
his or her substitute or substitutes, may lawfdityor cause to be done by virtue hereof.

Pursuant to the requirements of the SeeariEixchange Act of 1934, this report has beenesidgrelow by the following persons on behalf
of the Registrant and in the capacities and oré#tes indicated.

Signature Title Date

/s/ AVTAR DHILLON President, Chief Executive Officer

(Principal Executive Officer), Director

March 14, 2008

Avtar Dhillon
Is/ PETER KIES Chief Financial Officer
(Principal Accounting Officer and March 14, 2008
Peter Kies Principal Financial Officer)
/s/ JAMES L. HEPPELL
Director March 14, 2008
James L. Heppe
/s/ RIAZ BANDALI
Director March 14, 2008
Riaz Bandal
/s TAZDIN ESMAIL
Director March 14, 2008
Tazdin Esmai
/s/ SIMON X. BENITO
Director March 14, 2008
Simon X. Benitc
/s/ ROBERT W. RIEDER
Director March 14, 2008
Robert W. Riede
/s/ STEPHEN RIETIKER
Director March 14, 2008

Stephen Rietike
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Inovio Biomedical Corporation

We have audited the accompanying conselitlhalance sheets of Inovio Biomedical Corporatisiof December 31, 2007 and 2006 (as
restated), and the related consolidated statenoéiofzerations, stockholders' equity and cash flfiweach of the years ended December 31,
2007, December 31, 2006 (as restated) and Dece3tib@005. These financial statements are the reggbty of the Company's management.
Our responsibility is to express an opinion on ¢hiésancial statements based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting Sigat Board (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statementened to above present fairly, in all materialpests, the consolidated financial position of I
Biomedical Corporation at December 31, 2007 andbZ@8 restated), and the consolidated results @jpierations and its cash flows for the
years ended December 31, 2007, December 31, 2606ggted) and December 31, 2005, in conformitly WiS. generally acceptt
accounting principles.

As discussed in Note 3 to the consolidéiteahcial statements, effective January 1, 2006 Gbmpany changed its method of accounting
for share-based payments in accordance with Statemi€&inancial Accounting Standards ("SFAS") Na3Xrevised 2004), "Share-Based
Payment."

We also have audited, in accordance wighstandards of the Public Company Accounting Ogatdoard (United States), Inovio
Biomedical Corporation's internal control over fiicéal reporting as of December 31, 2007, basediteria established in Internal Control—
Integrated Framework issued by the Committee ohSpong Organizations of the Treadway Commissiaha@ur report dated March 12, 2008
expressed an unqualified opinion thereon.

/sl Ernst & Young LLF

San Diego, California
March 12, 200¢




Inovio Biomedical Corporation

CONSOLIDATED BALANCE SHEETS

December 31, 2007 December 31, 2006

As restated(1)

ASSETS

Current assets:

Cash and cash equivalel $ 10,250,92 $ 8,321,601
Shor-term investment 16,999,60 14,700,00
Accounts receivabl 1,139,961 326,07:
Prepaid expenses and other current a: 613,65t 1,124,26:
Total current assets 29,004,15 24,471,93
Fixed assets, ni 401,72 390,78¢
Intangible assets, n 6,186,43 6,514,29.
Goodwiill 3,900,71. 4,290,59.
Other asset 282,00( 282,00(
Total assets $ 39,775,02 $ 35,949,61

LIABILITIES, MINORITY INTEREST AND STOCKHOLDERS'EQ UITY
Current liabilities:

Accounts payable and accrued expel $ 1,807,30! $ 2,009,97:
Accrued clinical trial expense¢ 573,76 675,33(
Common stock warran 367,07: 3,540,69.
Deferred revenu 544,41( 583,14
Deferred ren 61,94¢ 50,58:
Total current liabilities 3,354,49 6,859,72.
Deferred revenue, net of current port 4,335,801 4,396,87!
Deferred rent, net of current porti 99,71 177,90¢
Deferred tax liabilitie: 950,25( 1,013,25!
Total liabilities 8,740,26 12,447,75
Minority Interest — 5,349,99!

Stockholders' equity:

Preferred stoc—par value $0.001; Authorized shares: 10,000,080eid anc

outstanding: 113,382 and 1,028,069 at Decembe2@®17 and 2006, respective 112 1,02¢
Common stoc—par value $0.001; Authorized shares: 300,000,68Qied an

outstanding: 43,870,989 and 43,814,739 at Decefthe2007 and 35,639,521 and

35,639,521 at December 31, 2006, respecti 43,81t 35,63¢
Additional paic-in capital 170,730,62 146,783,73
Receivables from stockholde (50,000 (86,030
Accumulated defici (139,847,32) (128,619,54)
Accumulated other comprehensive inco 157,53: 37,04
Total stockholders' equity 31,034,75 18,151,86
Total liabilities, minority interest and stockholders' equity $ 39,775,02 $ 35,949,61

(1) We have restated our previously issued consolid@&tadcial statements for the year ended Decembge2@06 to reflect certain
accounting reclassifications, as described motg fialNote 2.

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

Revenue:
License fee and milestone payme

Inovio Biomedical Corporation

Year ended December 31,

Year ended December 31,

Year ended December 31,

Revenue under collaborative research and develapmen

arrangement
Grants and miscellaneous revei

Total revenue
Operating expenses

Research and developm:e
General and administrati\

Charge for acquired -process research and developn —

Total operating expense:

Loss from operations
Other income
Interest incom

Net loss
Imputed dividends on common stc
Imputed and declared dividends on preferred s

Net loss attributable to common stockholder:

Amounts per common shar—basic and diluted:

Net loss
Imputed dividends on common stc
Imputed and declared dividends on preferred s

Net loss attributable to common stockholder:

2007 2006 2005
As restated(1)

$ 2,793,47. % 1,337,100 $ 2,563,28.
1,854,30: 962,20° 1,492,14!
159,94¢ 1,168,861 1,411,82!
4,807,72! 3,468,17! 5,467,25.
9,625,94 8,509,78! 11,454,77
11,080,20 8,304,58 6,187,45!
— 3,332,00!
20,706,14 16,814,37 20,974,22
(15,898,42) (13,346,19) (15,506,97)
3,421,58! 320,70t 2,44:
1,272,39 681,54¢ 207,67
(11,204,44) (12,343,94) (15,296,85)
m— = (8,329,11)
(23,339 (2,005,66)) (2,736,65)
$ (11,227,77) $ (14,349,60) $ (26,362,62)
;s s
$ 0.27) $ (0.40) $ (0.87)
— — (0.49)
m— (0.0€) (0.14)
$ 0.27) $ (0.46) $ (1.39)

Weighted average number of common shares outstandi—

basic and diluted

41,493,41

31,511,68

19,009,18

) We have restated our previously issued consolidatadcial statements for the year ended Decembg2@06 to reflect certain
accounting reclassifications, as described mote falNote 2.

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

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Preferred stock Common stock
Additional Accumulated other Total
Number Number paid-in Receivables from  Accumulated comprehensive (loss stockholders'
of shares ~ Amount of shares Amount capital stockholders deficit income equity
As restated(1) As restated(1) As restated(1) As restated(1)
Balance at December 31
2004 1441 $ 2 18,420,442 $ 18,42( $ 103,438,40 $ — 3 (87,907,32) $ — $ 15,549,51
Exercise of stock option
for cash — — 34,98( 35 59,44: — — — 59,47¢
Exercise of warrants for
cash — — 136,25( 13€ 256,01+ — — — 256,15(
Cashless exercise of
warrants — — 43,13( 43 (43) — — — —

Issuance of common sto

for cash, net of issuance

costs of $997,68 — — 6,834,40: 6,83¢ 15,398,06 — — — 15,404,89
Issuance of Series D

preferred stock for

acquisition of Inovio AS 1,966,29: 1,96¢ — — 7,902,52: — — — 7,904,49.
Conversions of preferrec

stock to common stoc (405,309 (40€)  3,944,04 3,94¢ (3,53¢) — — — —
Warrants issued for

services — — — — 120,91: — — — 120,91
Shar-based compensati — — — — 116,38: — — — 116,38:
Imputed and declared

dividends — — 55,51¢ 5€ 10,451,78 — — — 10,451,84

Comprehensive incom
Net loss attributable t

common stockholdel — — — — — — (26,362,62) — (26,362,62)
Foreign currency
translation los: — — — — — — — (30,299 (30,295
Total comprehensive
income — — — — — — — — (26,392,91)
Balance at December 31
2005 1,562,42. 1,56z 29,468,75 29,46¢ 137,739,95 — (114,269,94) (30,295 23,470,74
Exercise of stock option
for cash — — 148,62¢ 14¢ 251,28 — — — 251,42¢

Issuance of common sto
for patents and other

asset: — — 86,95¢ 87 128,83! — — — 128,92:
Issuance of stockholder
note receivabli — — — — 86,03( (86,030 — — —

Issuance of common sto
for cash, net of issuance
costs of $1,161,070, as

restated(1 — — 4,074,06 4,074 5,058,93 — — — 5,063,00!
Issuance of common sto
for consulting service — — 49,26: 49 99,95 — — — 100,00
Conversions of preferrec

stock to common stoc (534,35Y) (534) 1,763,98 1,76¢ (1,230 — — — —
Shar-based compensati — — 45,00( 45 1,546,66. — — — 1,546,70
Imputed and declared
dividends — — 2,871 3 1,873,31 — — — 1,873,32!
Comprehensive incom

Net loss attributable t

common stockholders,

as restated(1 — — — — — — (14,349,60) — (14,349,60)
Foreign currency
translation gair — — — — — — — 67,34( 67,34(

Total comprehensive
income — — — — — — — — (14,282,26)

Balance at December 31
20086, as restated( 1,028,06' $ 1,02¢ 35,639,52 $ 35,63¢ $ 146,783,73 $ (86,03() $ (128,619,54) $ 37,04¢ $ 18,151,86

1) We have restated our previously issued consoliditadcial statements for the year ended Decembge2@06 to reflect certain accounting reclassifwa, as described more fully
in Note 2.

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

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY (Co ntinued)

Preferred Stock Common Stock
Additional Accumulated other Total
Number Number paid-in Receivables from  Accumulated comprehensive (loss stockholders'
of shares ~ Amount of shares Amount capital stockholders deficit income equity
As restated(1) As restated(1) As restated(1) As restated(1)

Balance at December 31
2006, as restated( 1,028,06' $ 1,02¢ 35,639,52 $ 35,63¢ $ 146,783,73 $ (86,030 $ (128,619,54) $ 37,04t $ 18,151,86
Exercise of stock option:
for cash — — 94,56: 94 218,40° — — — 218,50:
Exercise of warrants for
cash — — 3,08: 3 7,39¢ — — — 7,391
Cashless exercise of
warrants — — 38,097 38 (38) — — — —
Conversions of preferrec
stock to common stoc (914,68") (915) 960,23¢ 961 (46) — — — —
Conversions of ordinary
shares to common sto — — 2,201,64. 2,20z 5,347,79: — — — 5,349,99!
Cash receipt towards
shareholder notes
receivable — — — — — 36,03( — — 36,03(
Issuance of common sto
for consulting service — — 263,75( 264 610,76: — — — 611,02¢
Issuance of common sto
for cash, net of issuance
costs of $110,31 — — 4,595,09 4,59¢ 16,059,82 — — — 16,064,42.
Shar-based compensati — — 18,75( 1¢ 1,702,791 — — — 1,702,80!
Comprehensive incom

Net loss attributable t

common stockholdel — — — — — — (11,227,77) — (11,227,77)

Unrealized gain (loss)

on investment — — — — — — — 9,94¢ 9,94¢

Foreign currency

translation gair — — — — — — — 110,54 110,54
Total comprehensive
income — — — — — — — — (11,107,29)

Balance at December 31
2007 113,38. $ 112 43,814,73 $ 43,81 $ 170,730,62 $ (50,000 $  (139,847,32) $ 157,53: $ 31,034,75

1) We have restated our previously issued consolidtedcial statements for the year ended Decembg2@06 to reflect certain accounting reclassiita as described more fully
in Note 2.

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash usegerating
activities:
Depreciatior
Amortization of intangible asse
Change in value of common stock warre
Stoclk-based compensatic
Compensation for services paid in common s
Amortization of deferred tax liabilitie
Charge for acquired -process research and developn
Deferred ren
Realization of loss carryforwar
Revenue from conversion of note paye
Accretion of discount on availal-for-sale securitie
Changes in operating assets and liabilit
Accounts receivabl
Prepaid expenses and ot
Accounts payable and accrued expel
Deferred revenu

Net cash used in operating activitie

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 as:

Net cash used in investing activitie

Cash flows from financing activities:

Proceeds from issuance of common stock, net oarssicost

Repayment of stockholder note receive
Proceeds from issuance of shares to minority isti
Payment of preferred stock cash dividt

Net cash provided by financing activities
Effect of exchange rate changes on ¢
Increase (decrease) in cash and cash equivalel

Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of peric

Year ended Year ended Year ended
December 31, December 31, December 31,
2007 2006 2005
As restated(1)

$ (11,204,44) $ (12,343,94) $ (15,296,85)
185,68: 206,74 147,12¢
831,95¢ 767,90( 709,93
(3,173,62) (135,18) —
1,702,80! 1,546,70 116,38:
611,02¢ 100,00 —
(63,000 (63,000 (57,750

— — 3,332,00!
(66,83:) (57,38Y) (29,520)
389,88: — —

- (10,810 =

(86,67() — _
(726,889 (57,637 152,47:
507,23( (400,41 (150,64
(321,08() (233,89, (1,259,92)
(99,80¢) 3,637,76. 28,741
(11,513,74) (7,043,14) (12,308,02)
(18,602,98) (24,000,00) —
16,400,00 9,300,00! —
_ — (2,341,02)
(141,63Y) (46,742) (286,90)
(504,09Y) (1,318,43) (447,76
(2,848,71) (16,065,17) (3,075,69)
16,290,32 8,975,73! 15,304,71
36,03( — —

— 5,349,99! _
(23,33Y) (132,34) (613,929
16,303,01 14,193,38 14,690,78
(11,230 69,97¢ (30,295
1,929,32: (8,844,96) (723,230
8,321,60! 17,166,56 17,889,79

$ 10,250,92 $ 8,321,600 $ 17,166,56

Q) We have restated our previously issued consolidatadcial statements for the year ended Decembg2@06 to reflect certain

accounting reclassifications, as described mote falNote 2.

The accompanying notes are an integral part oktheasolidated financial statements.
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INOVIO BIOMEDICAL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
1. The Company

Inovio Biomedical Corporation, a Delawatgporation, organized in 2001, is a San Diego-bésethedical company focused on the
development of next-generation vaccines to pregetreat cancers and chronic infectious diseasssh 8accines, which could potentially
protect millions of people from debilitation or dedrom diseases without adequate treatments, egsent multi-billion dollar market
opportunities. Historically, successful developmeinthis new generation of vaccines—DNA vacciness-heen hindered by the lack of safe,
efficient and cost effective DNA delivery methodgpable of enabling their potency. However, ourtetgoration-based DNA delivery
technology has shown potential in pre-clinical ahuical studies to play a pivotal role in facilitag delivery and enhancing the potency of
preventive and therapeutic vaccines.

Inovio's business strategy to realize véduehe company and its stockholders is as foltows

First, we have leveraged our patented telcilgies through licensing and collaborations, sa€lour licensing arrangements with
Merck & Co., Inc., or Merck, Wyeth PharmaceuticalsWyeth and Vical Inc., or Vical, among othergasch-driven biopharmaceutical
companies as well as government and non-governagemicies. We are licensing the use of our electatipm-based DNA delivery systems
for partners to use in conjunction with their piiepary DNA vaccines or DNA-based immunotherapidseSe arrangements provide us with
some combination of upfront payments, developmees,fmilestone payments, royalties and a suppbeagent. These partners are pursuing
development of proprietary agents or conductingaesh using our technology.

Second, we are pursuing proprietary vacdaelopment or cdevelopment, resulting in whole or partial ownepshi promising vaccine
to prevent or treat cancers and chronic infectiissases. We currently have a collaborative comialeration agreement with Tripep AB, or
Tripep, to co-develop a novel DNA hepatitis C thenatic vaccine (HCV), for which they received apis from the Swedish Medical
Products Agency (MPA) and local ethics committeemitiate a Phase I/11 clinical trial, which hasw begun enroliment. We also have two
undisclosed programs underway in pre-clinical €sdo generate a protective immune response vétireporation mediated delivery of an
antigen in relevant animal models.

We incurred a net loss attributable to camrstockholders of $11.2 million for the year enfletember 31, 2007. We had working
capital of $25.6 million and an accumulated defi¢i$139.8 million as of December 31, 2007. Oulighio continue as a going concern is
dependent upon our ability to achieve profitablerafions and to obtain additional capital. We wilhtinue to rely on outside sources of
financing to meet our capital needs. The outconthede matters cannot be predicted at this timeh&y there can be no assurance, assuming
we successfully raise additional funds, that wé adhieve positive cash flow. If we are not ablesécure additional funding, we will be
required to scale back our research and developpmegtams, preclinical studies and clinical tri@ad general and administrative activities
and may not be able to continue in business. Tbassolidated financial statements do not includeatjustments to the specific amounts and
classifications of assets and liabilities, whiclghtibe necessary should we be unable to continbadimess. Our consolidated financial
statements as of and for the year ended Decemb@08T have been prepared on a going concern basish contemplates the realization of
assets and the settlement of liabilities and comanitts in the normal course of business for thestwable future.
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INOVIO BIOMEDICAL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
2. Restatement of Prior Periods Presented

We have restated our previously issuedaateged financial statements to reflect certaiccamting adjustments. As disclosed in the
Current Report on Form 8-K filed February 12, 200@, staff of the Securities and Exchange Commisgtee "SEC Staff") reviewed and
issued comments pertaining to our Form 10-K forythar ended December 31, 2006 and the Form 10-@dahree and nine month periods
ended September 30, 2007. After substantial cooretgnce and discussions with the SEC Staff regguaintain comments received pertain
to the classification of registered warrants isshbieds in October 2006 and August 2007, managedeietmined that such registered warrants
require reclassification from equity to liability bur consolidated financial statements for the yeaed December 31, 2006 and the interim
reporting periods in 2007.

In October 2006, we issued 4,074,067 reggst shares of common stock and registered wareastsisable for 1,425,919 shares of
common stock for approximately $9.9 million in gistered direct financing solely involving offshareestors. In August 2007, we issued
230,000 registered shares of our common stockegidtered warrants exercisable for 150,000 shdresr&common stock to Asia Life
Sciences Venture Consulting Inc. ("ALVC"), in cathesiation for identifying opportunities for the litse or sale of all or part of one of our
SECTA therapy programs. We originally classified thgistered warrants issued in both transactismegjaity, however after substantial
discussions with the SEC Staff regarding the lagal accounting principles applicable to the faot$ @rcumstances surrounding the issuance
of these registered warrants, we determined tleatviirrants should be classified as a liability parg to EITF Issue 00-19, "Accounting for
Derivative Financial Instruments Indexed to, anteRtially Settled in, a Company's Own Stock” ontheerstanding that in compliance with
applicable securities laws, the registered warreegsire the issuance of registered securities epencise and do not sufficiently preclude an
implied right to net cash settlement. If unexerdjgae warrants will expire in October 2011 and Bsi?012, respectively.

The decision to restate our consolidatedrfcial statements was made by management, in leatisou with our independent registered
public accounting firm, Ernst & Young LLP. Due feeterror in the initial classification of the regised warrants, our previously issued
consolidated financial statements for the fiscaryended December 31, 2006 and the subsequeritringeriods in 2007 and the related reports
of Ernst & Young LLP and all earnings and similarmanunications issued by us since December 31, 8306ld no longer be relied upon and
are restated to reflect the impact of the requiesthssification of the registered warrants. Thetatement resulted in the reclassification of the
fair value of the registered warrants upon issudraza equity to a liability in the amounts of $3xllion for the October 13, 2006 issuance |
$232,000 for the August 3, 2007 issuance. Subsedo¢ine issuance, the warrants are required todred-to-market to their current fair
value for each reporting period. The revaluatiothefregistered warrants at each subsequent badaee¢ date resulted in a reduction in the
carrying value of the liability to $3.5 million &g the year ended December 31, 2006, $3.2 milloofahe quarter ended March 31, 2007,
$2.5 million as of the quarter ended June 30, 386@,$790,000 as of the quarter ended Septemb@08@, Also, the revaluation of the
registered warrants at each subsequent balancedsteds reflected in the consolidated Statemeh@perations as "Other income" or "Other
expense”, which resulted in an increase to otreamre of $135,000 for the year ended December 316,28f $330,000 for the quarter ended
March 31, 2007, of $727,000 for the quarter endest B0, 3007, and of $1.9 million for the quarteded September 30, 2007. There is no
effect on the consolidated Statement of Cash Fhme result of this change as the mark-to-markastadent would have been reflected as a
non-cash charge within our consolidated Statemer@perations. The impact on the Statement of Cesung Stockholder's Equity is reflected
in reduced Accumulated Deficit for the periods oaded.
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INOVIO BIOMEDICAL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
2. Restatement of Prior Periods Presented (Continag

The following quarterly data has been d=difrom our unaudited consolidated financial st@&ets and, in our opinion, reflect all recurr
adjustments necessary to fairly present our firarieformation when read in conjunction with ourrSolidated Financial Statements and
Notes. The following data for the year ended Decan®i, 2006 (as restated) has been derived froraudited consolidated financi
statements and, in our opinion, reflect all reagradjustments necessary to fairly present ounéiizh information when read in conjunction
with our Consolidated Financial Statements and $loflis quarterly and annual information has bestated for, and as of the end of, alll
quarters of fiscal 2007 and the fourth quarterisdfdl 2006 from previously reported informatiorefllon Form 10-Q and Form 10-K, as a result
of the restatement of our financial results asudised above. The results of operations for anpg@etnie not necessarily indicative of the results
to be expected for any future period.

Quarter Ended Quarter Ended
September 30, September 30,
2007 Adjustments(A) 2007
As reported As restated
Consolidated Statement of Operations:
Revenue:
License fee and milestone payme $ 136,87( $ $ 136,87(
Revenue under collaborative research and develapmen
arrangement 265,97( 265,97(
Grants and miscellaneous revel 83,67 83,67
Total revenue 486,51: 486,51:
Operating Expenses:
Research and developmt 2,335,37! 2,335,37
General and administrati\ 3,177,72. 3,177,72.
Total operating expense: 5,513,10: 5,513,10.
Loss from operations (5,026,59) (5,026,590
Interest incomt 405,02: 405,02:
Other income/(expens 57€ 1,926,48! 1,927,06:
Net loss (4,620,99) 1,926,48: (2,694,50)
Imputed and declared dividends on preferred s — =
Net loss attributable to common stockholder: $ (4,620,99) $ 1,926,48! $ (2,694,50)

Amounts per common shi—basic and dilutec
Net loss $ 0.1) $ 0.0t $ (0.0€)
Imputed and declared dividends on preferred s — — =

Net loss attributable to common stockholder: $ (0.1) % 0.0t % (0.06)
I I I

Weighted average number of common sk—basic & dilutec 43,699,68 43,699,68
I I

(A)  Marked-to-market adjustment for current fair vahiavarrants.
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INOVIO BIOMEDICAL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

2. Restatement of Prior Periods Presented (Continag

Consolidated Statement of Operations:

Revenue:

License fee and milestone payme

Revenue under collaborative research and develof
arrangement

Grants and miscellaneous revel

Total revenue

Operating Expenses:
Research and developm
General and administrati\
Total operating expense:
Loss from operations
Interest incomt

Other income/(expens

Net loss
Imputed and declared dividends on preferred s

Net loss attributable to common stockholder:

Amounts per common shi—basic and dilutec
Net loss
Imputed and declared dividends on common & prefesteck

Net loss attributable to common stockholder:

Weighted average number of common st—basic & dilutec

Quarter Ended
June 30,
2007

Adjustments(A)

Quarter Ended
June 30,
2007

As reported

As restated

$ 209,26 $ $ 209,26!
286,31 286,31

495,57 495,57

2,907,83 2,907,83!
2,344,55 2,344,55.
5,252,38 5,252,38
(4,756,81) (4,756,81)

286,79: 286,79;

47¢C 726,83t 727,30t

(4,469,54) 726,83! (3,742,71)

(8,24 (8,249

$ (4,477,79) $ 726,83. $ (3,750,95)
| | ]
$ (0.11) $ 00z $ (0.09)
$ (0.11) $ 00z $ (0.09)
| | ]
40,674,94 40,674,94

(A)  Markec-to-market adjustment for current fair value of warsa
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INOVIO BIOMEDICAL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

2. Restatement of Prior Periods Presented (Continag

Consolidated Statement of Operations:

Revenue:

License fee and milestone payme

Revenue under collaborative research and develof
arrangement

Grants and miscellaneous revel

Total revenue

Operating Expenses:
Research and developm
General and administrati\
Total operating expense:
Loss from operations
Interest incomt

Other income/(expens

Net loss
Imputed and declared dividends on common & prefesteck

Net loss attributable to common stockholder:

Amounts per common shi—basic and dilutec
Net loss
Imputed and declared dividends on preferred s

Net loss attributable to common stockholder:

Weighted average number of common st—basic & dilutec

Quarter Ended
March 31,
2007

Adjustments(A)

Quarter Ended
March 31,
2007

As reported

As restated

(A)  Markec-to-market adjustment for current fair value of warsa
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$ 234,48¢ $ $ 234,48
247,99( 247,99(

21,42: 21,42:

503,90: 503,90:

2,516,41 2,516,41
2,291,16: 2,291,16.
4,807,57; 4,807,57;
(4,303,67) (4,303,671

223,06¢ 223,06¢

9,78¢ 329,51 339,30

(4,070,81) 329,51 (3,741,29)

(15,097 (15,097

$ (4,085,90) $ 329,51¢ $ (3,756,38)
| | ]
$ ©.11) $ 0.01 $ (0.10)
$ ©.11) $ 0.01 $ (0.10)
| | ]
37,694,63 37,694,63




INOVIO BIOMEDICAL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

2. Restatement of Prior Periods Presented (Continag

Consolidated Statement of Operations:

Revenue:

License fee and milestone payme

Revenue under collaborative research and develof
arrangement

Grants and miscellaneous revel

Total revenue

Operating Expenses:
Research and developm
General and administrati\
Total operating expense:
Loss from operations
Interest incomt

Other income/(expens

Net loss
Imputed and declared dividends on common & prefesteck

Net loss attributable to common stockholder:

Amounts per common shi—basic and dilute:
Net loss
Imputed and declared dividends on preferred s

Net loss attributable to common stockholder:

Weighted average number of common st—basic & dilutec

Quarter Ended
December 31,

Quarter Ended
December 31,

(A)  Markec-to-market adjustment for current fair value of warsa
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2006 Adjustments(A) 2006
As reported As restated

$ 810,29( $ $ 810,29(
199,48¢ 199,48¢
521,88 521,88
1,531,661 1,531,661
2,701,53. 2,701,53.
2,623,88 2,623,88!
5,325,42. 5,325,42.
(3,793,75) (3,793,75)
230,63¢ 230,63¢
175,50! 135,18: 310,68
(3,387,61) 135,18: (3,252,43)
(1,867,17)) (1,867,17)
$ (5,254,78) $ 135,18 $ (5,119,60)
;s s
$ (0.10 $ — $ (0.10
(0.08) = (0.0%)
$ (0.15) $ — 3 (0.18)
;s s
34,902,99 34,902,99




INOVIO BIOMEDICAL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

2. Restatement of Prior Periods Presented (Continag

Consolidated Statement of Operations:

Revenue:

License fee and milestone payme

Revenue under collaborative research and develof
arrangement

Grants and miscellaneous revel

Total revenue

Operating Expenses:
Research and developm
General and administrati\
Total operating expense:
Loss from operations
Interest incomt

Other income/(expens

Net loss
Imputed and declared dividends on preferred s

Net loss attributable to common stockholder:

Amounts per common shi—basic and dilutec
Net loss
Imputed and declared dividends on preferred s

Net loss attributable to common stockholder:

Weighted average number of common st—basic & dilutec

Year Ended
December 31,
2006

Adjustments(A)

Year Ended
December 31,
2006

As reported

As restated

(A)  Markec-to-market adjustment for current fair value of warsa
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$ 1,337,100 $ $ 1,337,10!
962,20° 962,20°

1,168,861 1,168,861
3,468,17: 3,468,17;
8,509,78! 8,509,78!
8,304,58 8,304,58
16,814,37 16,814,37
(13,346,19) (13,346,19)
681,54 681,54

185,52« 135,18: 320,70t
(12,479,12) 135,18: (12,343,94)
(2,005,66.) (2,005,66)

$ (14,484,78) $ 135,18; $ (14,349,60)
] | |
$ 040 $ — % (0.40)
(0.06) — (0.06)

$ (0.46) $ — 3 (0.46)
] | |
31,511,68 31,511,68




INOVIO BIOMEDICAL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

2. Restatement of Prior Periods Presented (Continag

CONSOLIDATED BALANCE SHEET

ASSETS
Current assets:
Cash and cash equivale
Shor-term investment
Accounts receivabl
Prepaid expenses and other current a:

Total current assets
Fixed assets, ni
Intangible assets, n
Goodwill

Other asset

Total assets

LIABILITIES, MINORITY INTEREST AND
STOCKHOLDERS' EQUITY

Current liabilities:

Accounts payable and accrued expet
Accrued clinical trial expens¢

Common stock warran

Deferred revenu

Deferred ren

Total current liabilities

Deferred revenue, net of current port
Deferred rent, net of current porti
Deferred tax liabilitie:

Total liabilities

Minority Interest

Stockholders' equity:

Preferred stock—par value $0.001; Authorized shares
10,000,000, issued and outstanding: 113,382 arg81069 at
September 30, 2007 and December 31, 2006, respkr
Common stock—par value $0.001; Authorized shares:

300,000,000, issued and outstanding: 43,859,732%43/803,489

at September 30, 2007 and 35,639,521 and 35,6381521
December 31, 2006, respectiv:

Additional paic-in capital

Receivables from stockholde

Accumulated defici

Accumulated other comprehensive inca

Total stockholders' equity

Total liabilities, minority interest and stockholders' equity

(B) Reclassification of warrants from equity to liatyili

September 30 September 30
2007 Adjustments(B) 2007

As reported As restated
$ 7,086,71' $ $ 7,086,71!
21,362,70 21,362,70
292,64 292,64
878,91 878,91
29,620,97 29,620,97
370,97: 370,97:
6,300,70! 6,300,70!
4,290,59. 4,290,59.
282,00( 282,00(
$ 40,865,25 $ — $ 40,865,25

$ 1,894,08 $ $ 1,894,08
653,32; 653,32;

— 789,73 789,73¢

496,56 496,56

61,94 61,94

3,105,92! 789,73 3, 895,65

4,146,82! 4,146,82!

115,19¢ 115,19¢

966,00 966,00

8,333,94 789,73 9,123,68

112 112

43,80: 43,80

174,309,74 (3,907,76) 170,401,97
(50,000) (50,000)
(141,939,42) 3,118,02 (138,821,39)

167,06! 167,06!

32,531,30 (789,739 31,741,56

$ 40,865,225 $ — % 40,865,25
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INOVIO BIOMEDICAL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

2. Restatement of Prior Periods Presented (Continag

CONSOLIDATED BALANCE SHEET

ASSETS

Current assets:

Cash and cash equivale

Shor-term investment

Accounts receivabl

Prepaid expenses and other current a:

Total current assets
Fixed assets, ni
Intangible assets, n
Goodwill

Other asset

Total assets

LIABILITIES, MINORITY INTEREST AND
STOCKHOLDERS' EQUITY

Current liabilities:

Accounts payable and accrued expet
Accrued clinical trial expens¢

Common stock warran

Deferred revenu

Deferred ren

Total current liabilities

Deferred revenue, net of current port
Deferred rent, net of current porti
Deferred tax liabilitie:

Total liabilities

Minority Interest

Stockholders' equity:

Preferred stock—par value $0.001; Authorized shares
10,000,000, issued and outstanding: 113,397 arg81069 at
June 30, 2007 and December 31, 2006, respec
Common stock—par value $0.001; Authorized shares:
300,000,000, issued and outstanding: 43,605,184 and
43,548,934,739 at June 30, 2007 and 35,639,52B%639,521
at December 31, 2006, respectiv

Additional paic-in capital

Receivables from stockholde

Accumulated defici

Accumulated other comprehensive inca

Total stockholders' equity

Total liabilities, minority interest and stockholders' equity

(B) Reclassification of warrants from equity to liatyili

June 30, June 30,
2007 Adjustments(B) 2007

As reported As restated
$ 7,785,78! $ 7,785,78!
23,811,16 23,811,16
362,52: 362,52:
1,025,93! 1,025,93!
32,985,40 32,985,40
385,91¢ 385,91¢
6,409,12. 6,409,12.
4,290,59. 4,290,59.
282,00( 282,00(
$ 44,353,03 — $ 44,353,03

$ 1,649,41; $ 1,649,41;
775,79 775,79

— 2,484,33; 2,484,33;

478,26 478,26

69,44 69,44’

2,972,91: 2,484,33; 5,457,25

4,237,02. 4,237,02.

143,18! 143,18!

981,75 981,75

8,334,87. 2,484,33; 10,819,21

112 112

43,54 43,54

173,226,34 (3,675,87) 169,550,46
(50,000) (50,000)
(137,318,42) 1,191,531 (136,126,89)

116,59( 116,59(

36,018,16 (2,484,33) 33,533,82

$ 44,353,03 — 3 44,353,03
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INOVIO BIOMEDICAL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

2. Restatement of Prior Periods Presented (Continag

CONSOLIDATED BALANCE SHEET

ASSETS

Current assets:

Cash and cash equivale

Shor-term investment

Accounts receivabl

Prepaid expenses and other current a:

Total current assets
Fixed assets, ni
Intangible assets, n
Goodwill

Other asset

Total assets

LIABILITIES, MINORITY INTEREST AND
STOCKHOLDERS' EQUITY

Current liabilities:

Accounts payable and accrued expet
Accrued clinical trial expens¢

Common stock warran

Deferred revenu

Deferred ren

Total current liabilities

Deferred revenue, net of current port
Deferred rent, net of current porti
Deferred tax liabilitie:

Total liabilities

Minority Interest

Stockholders' equity:

Preferred stock—par value $0.001; Authorized shares
10,000,000, issued and outstanding: 113,413 arg81069 at
March 31, 2007 and December 31, 2006, respect
Common stock—par value $0.001; Authorized shares:
300,000,000, issued and outstanding: 38,788,6635/&89,521
at March 31, 2007 and 35,639,521 and 35,639,521 at
December 31, 2006, respectiv:

Additional paic-in capital

Receivables from stockholde

Accumulated defici

Accumulated other comprehensive inca

Total stockholders' equity

Total liabilities, minority interest and stockholders' equity

(B) Reclassification of warrants from equity to liatyili

March 31, March 31,
2007 Adjustments(B) 2007

As reported As restated
$ 6,333,600 $ $ 6,333,60
12,700,00 12,700,00
248,73t 248,73t
1,147,44: 1,147,44:
20,429,79 20,429,79
414,26° 414,26°
6,502,28! 6,502,28!
4,290,59. 4,290,59.
282,00( 282,00(
$ 3191894 $ — $ 31,918,94

$ 1,475,45. $ $ 1,475,45:
720,34 720,34

— 3,211,17; 3,211,17;

439,81« 439,81«

69,44 69,44’

2,705,061 3,211,17; 5,916,23;

4,308,341 4,308,341

160,54¢ 160,54¢

997,50 997,50

8,171,45: 3,211,17; 11,382,62

112 112

38,78¢ 38,78¢

156,493,31 (3,675,87) 152,817,44
(50,000) (50,000)
(132,840,63) 464,70 (132,375,93)

105,91 105,91

23,747,49 (3,211,17) 20,536,31

$ 31,918,94 $ — % 31,918,94
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INOVIO BIOMEDICAL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)

2. Restatement of Prior Periods Presented (Continag

CONSOLIDATED BALANCE SHEET

ASSETS

Current assets:

Cash and cash equivale

Shor-term investment

Accounts receivabl

Prepaid expenses and other current a:

Total current assets
Fixed assets, ni
Intangible assets, n
Goodwill

Other asset

Total assets

LIABILITIES, MINORITY INTEREST AND
STOCKHOLDERS' EQUITY

Current liabilities:

Accounts payable and accrued expet
Accrued clinical trial expens¢

Common stock warran

Deferred revenu

Deferred ren

Total current liabilities

Deferred revenue, net of current port
Deferred rent, net of current porti
Deferred tax liabilitie:

Total liabilities

Minority Interest

Stockholders' equity:

Preferred stock—par value $0.001; Authorized shares
10,000,000, issued and outstanding: 1,028,069 &&PU24 at
December 31, 2006 and 2005, respecti

Common stock—par value $0.001; Authorized shares:
300,000,000, issued and outstanding: 35,639,5228y68,756
at December 31, 2006 and 2005, respecti\

Additional paic-in capital

Receivables from stockholde

Accumulated defici

Accumulated other comprehensive inco

Total stockholders' equity

Total liabilities, minority interest and stockholders' equity

(B) Reclassification of warrants from equity to liatyili

December 31

December 31

2006 Adjustments(B) 2006

As reported As restated
$ 8,321,601 $ $ 8,321,60!
14,700,00 14,700,00
326,07 326,07
1,124,26: 1,124,26:
24,471,93 24,471,93
390,78¢ 390,78t
6,514,29. 6,514,29.
4,290,59. 4,290,59.
282,00( 282,00(
$ 35,949,61 $ — $ 35,949,61

$ 2,009,97. $ $ 2,009,97;
675,33 675,33

— 3,540,60: 3,540,60:

583,14 583,14

50,58 50,58

3,319,03 3,540,69: 6,859,72:

4,396,87 4,396,87

177,90¢ 177,90¢

1,013,25 1,013,25

8,907,06. 3,540,60: 12,447,75

5,349,99! 5,349,99!

1,02¢ 1,02¢

35,63¢ 35,63¢

150,459,60 (3,675,87) 146,783,73
(86,030) (86,030)
(128,754,73) 135,18: (128,619,54)

37,04t 37,04

21,692,55 (3,540,69) 18,151,86

$ 35,949,61 $ — % 35,949,61
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INOVIO BIOMEDICAL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
3. Summary of Significant Accounting Policies
Consolidation

The accompanying consolidated financiaiestents include the accounts of Inovio Biomedicatpg@ration and its domestic and foreign
subsidiaries. In January 2007, we acquired the rtynimterest of our Singapore subsidiary, IAPL. Wawv wholly own all of our subsidiaries.
All intercompany accounts and transactions have leéiminated in consolidation.

Use of estimates

The preparation of consolidated financiateaments in accordance with U.S. generally acdegteounting principles requires us to make
estimates and judgments that affect the reportezmliata of assets, liabilities, revenues and expeasekrelated disclosure of contingent assets
and liabilities. We base our estimates on histbegaerience and on various other assumptionsattealbelieved to be reasonable under the
circumstances, the results of which form the bfsisnaking judgments about the carrying valuesssiss and liabilities that are not readily
apparent from other sources. Actual results mdgdifom these estimates under different assumgtasrconditions. On an ongoing basis, we
review our estimates to ensure that these estimpt@®priately reflect changes in our businesssareav information become available.

Fair Value of Financial Instrumen

Our financial instruments consist of cast aash equivalents, shdaetrm investments, and accounts receivables ancfesyal he carryin
amounts of these instruments approximate fair vakeause of their short-term maturities and vaeigttierest rates.

Cash and Cash equivalents

Cash equivalents are highly liquid investisgurchased with original maturities of three theror less and are stated at cost, which
approximates market value. At December 31, 2007280, cash equivalents included $3.7 million a@d$nillion in money market funds,
respectively.

Short-term Investments

Our short-term investments consist of awrctate securities classified as available-for,saléch are on deposit with a major financial
institution and are stated at market value. Albof short-term investments are classified as mpaiaebt securities as of December 31, 2007
and 2006, and are auction rate securities whicle lsamtractual maturities in excess of ten yearsraselt to par on a monthly basis.

Accounts receivabl

Trade accounts receivable are recordenvaided amounts and do not bear interest. We paréorgoing credit evaluations of our
customers' financial condition. Credit is extenttedustomers as deemed necessary and generallypdoesjuire collateral. Management
believes that the risk of loss is significantly wedd due to the quality and financial position of customers. No allowance for doubtful
accounts was deemed necessary at December 31a26@006.
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INOVIO BIOMEDICAL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
3. Summary of Significant Accounting Policies (Conhued)
Fixed asset

Property and equipment are stated at cabtlapreciated using the straight-line method tiverestimated useful life of the assets,
generally three to five years. Leasehold improvemare amortized over the shorter of the remaitengp of the related leases or the estimated
economic useful lives of the improvements. Repaitd maintenance are expensed as incurred.

Cost method investments

Investments in corporate entities with fss1 a 20% voting interest are accounted for uttteecost method. We monitor these
investments for impairment and make appropriatectons in carrying values if we determine an inmpaint charge is required, based
primarily on the financial condition and near-tepnospects of these companies. As of December 37, @0 impairments have been noted.

The Company's cost method investments sbasiminor investments in two non-public compardé$125,000 and $25,000, for both
years ended December 31, 2007 and 2006. The faie whthe Company's cost method investments igsiitnated if there are no identifi
events or changes in circumstances that may haigndicant adverse effect on the fair value of ilneestments. The Company has determi
in accordance with SFAS 107, "Disclosures about ¥alue of Financial Instruments," that it is neagticable to estimate the fair value of the
investments because the cost basis investments aoapublic companies and there is no recognized exa&orgvhich these investments
sold.

Goodwill
Goodwill represents costs which were inemscof the fair value in our acquisition of INOAS.

In accordance with SFAS No. 142, "Goodwaiild Other Intangible Assets," goodwill and intatgidssets with indefinite lives are not
amortized but instead are measured for impairmemaally, or when events indicate that impairmenstsx Our accounting policy with respect
to reviewing goodwill for impairment is a two stppcess. The first step of the impairment test cr@pthe fair value of our reporting unit
with its carrying value including allocated goodwif the carrying value of our reporting unit exds its fair value, then the second step of the
impairment test is performed to measure the impamtrfoss, if any. We test goodwill for impairmenttze entity level which is considered our
reporting unit. Our estimate of fair value is detered using both the Discounted Cash Flow methati@fncome Approach and the Guideline
Public Company method of the Market Approach. Thec8unted Cash Flow method estimates future casVsfbf our business for a certain
discrete period and then discounts them to theisgmt value. The Guideline Public Company methadpedes value indicators ("multiples™)
from the operating data of the selected publicgéd guideline companies. After these multiplesvesaluated, appropriate value indicators
were selected and applied to the operating staisfithe reporting unit to arrive at indicatiorissalue. Specifically, we relied upon the
application of Total Invested Capital based vahratnultiples for each guideline company. In apgyihe Income and Market Approaches,
premiums and discounts were determined and apjiedtimate the fair values of the reporting uhit.arrive at the indicated value of equity
under each approach, we then assigned a relatigghtiveg to the resulting values from each apprdactietermine whether the carrying value
of the reporting unit exceeds its fair value, theguiring step 2 of the impairment test.
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INOVIO BIOMEDICAL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
3. Summary of Significant Accounting Policies (Conhued)

We conduct the impairment test annuall\Nawember 30th for each fiscal year for which godtlisievaluated for impairment. We are
also aware of the requirement to evaluate goodwsilimpairment at other times should circumstararése pursuant to the guidance provide
SFAS 142, paragraph 26. To date, we have conclidedhe fair value of the reporting unit signifitly exceeded the carrying value and
therefore, step 2 of the impairment test has nbegen performed.

Intangible Asset

Intangible assets acquired as part oftbgib AS acquisition (see Note 16) are amortizddgithe straight-line method over their
estimated period of contractual and cash flow hignehich is 18 years.

Patents are recorded at cost and amontizied) the straight-line method over the expectedulidives of the patents or 17 years,
whichever is less. Cost is comprised of the comatiten paid for patents and related legal costmdhagement determines that development of
products to which patent costs relate is not reaslyrcertain or that costs exceed recoverable yalugh costs are charged to operations.

License costs are recorded based on thedhie of consideration paid and amortized usivgdtraight-line method over the shorter of the
expected useful life of the underlying patentsherterm of the related license agreement.

As disclosed in our consolidated finanstatements, intangible assets subject to amouizaind long-lived assets are reviewed for
impairment whenever events or changes in circuaegindicate that the carrying amount of an assgtmot be recoverable in accordance
with SFAS No. 144 discussed below. Additional fastee consider include the operational performafaar acquired businesses, estimates
of future cash flows, market conditions, and otipgalitative factors. Any estimates and assumptwasise for reviewing potential impairme
are consistent with our internal planning. See Blétand 16 for further discussion of the Compaggtdwill and intangible assets.

Minority Interest

In a private placement completed in Oct@®#6, our Singapore subsidiary IAPL issued 2,204 @rdinary shares to outside investors
which created a minority interest. As a resultho$ transaction, we retained a 75% ownership isteneour IAPL subsidiary with the minority
interest shareholders holding 25% as of Decembge?2@16. In January 2007, we acquired the minonitgrest and wholly own IAPL as of
December 31, 2007 (see Note 9).

Income taxe

We account for income taxes using the liighinethod of tax allocation. Future income taxes recognized for the future income tax
consequences attributable to differences betwendtrying values of assets and liabilities and ttespective income tax bases. Future
income tax assets and liabilities are measuredyusiacted income tax rates expected to apply sbtevincome in the years in which
temporary differences are expected to be recovaredttled. The effect on future income tax asaptkliabilities of a change in rates is
included in earnings in the period that includes¢hactment date. Future income tax assets arglegcim the consolidated financial statem:
if realization is considered more likely than not.
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INOVIO BIOMEDICAL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
3. Summary of Significant Accounting Policies (Conhued)
Revenue recognitic

Revenue is recognized in accordance witB 8. 104, "Revenue Recognition in Financial Stagets" and EITF Issue 00-21, "Revenue
Arrangements with Multiple Deliverables".

We have adopted a strategy of co-developirigensing our gene delivery technology for sfiegenes or specific medical indications.
Accordingly, we have entered into collaborativeeggsh and development agreements and have redaiveidg for pre-clinical research and
clinical trials. Payments under these agreemerighware non-refundable, are recorded as reventheeaslated research expenditures are
incurred pursuant to the terms of the agreemermtpeaovided collectibility is reasonably assured.

License fees are comprised of initial fard milestone payments derived from collaboraiisenising arrangements. We continue to
recognize non-refundable milestone payments up@athievement of specified milestones upon whiclihawee earned the milestone payment,
provided the milestone payment is substantive tnneeand the achievement of the milestone waseastanably assured at the inception of the
agreement. We defer payments for milestone evehidwvare reasonably assured and recognize theblyataer the minimum remaining
period of our performance obligations. Paymentsridestones which are not reasonably assured eaett as the culmination of a separate
earnings process and are recognized as revenuethenilestones are achieved.

We receive non-refundable grants underalvi@ government programs. We record governmemttgapplicable towards current
expenditures as revenue when there is reasonahleaase that we have complied with all conditioasassary to receive the grants,
collectibility is reasonably assured, and the szlagxpenditures have been incurred.

Research and development expel

Since our inception, virtually all of outtavities have consisted of research and developeféorts related to developing our
electroporation technologies. We expense all suplkmditures in the period incurred. Our expenskedae to clinical trials are based on
services received and efforts expended pursuardrityacts with multiple research institutions atidical research organizations that conduct
and manage clinical trials on our behalf. The friahterms of these agreements are subject to iadigot and vary from contract to contract
and may result in uneven payment flows. Genertilgse agreements set forth the scope of work feeldermed at a fixed fee or unit price.
Payments under the contracts depend on factorsesutite successful enroliment of patients or tmepdetion of clinical trial milestones.
Expenses related to clinical trials generally areraed based on contracted amounts applied teted of patient enroliment and activity
according to the protocol. If timelines or contsaate modified based upon changes in the cliniizdlgrotocol or scope of work to be
performed, we modify our estimates accordingly guaspective basis. Iprocess research and development ("IPR&D") costifzel upon th
acquisition of Inovio AS (see Note 16) were valusthg the royalty savings method. Under this methiogl value of acquired technology is a
function of the projected revenues attributabléhtoproducts utilizing the asset, the royalty thtd would hypothetically be charged by a
licensor of the technology to a licensee and amgpfate discount rate to reflect the inherent dékhe projected cash flows.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
3. Summary of Significant Accounting Policies (Conhued)

Net loss per shar

Net loss per share is calculated in acaurdavith the Financial Accounting Standards BogttFASB") Statement of Financial
Accounting Standards ("SFAS") No. 128, "Earnings Beare." Basic loss per share is computed by idigithe net loss for the year by the
weighted average number of common shares outstguldiring the year. Diluted loss per share is caledl in accordance with the treasury
stock method and reflects the potential dilutioat tivould occur if securities or other contractésgue common stock were exercised or
converted to common stock. Since the effect offmimed exercise of common stock options and otimefertible securities was anti-dilutive
for all periods presented, basic and diluted I@ssspare are the same.

The following table summarizes potentiaintoon shares that were excluded from historicaldoasd diluted net loss per share calcula
because of their anti-dilutive effect:

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

Common stock equivalents 2007 2006 2005
Options to purchase common st¢ 3,465,46. 2,798,90! 1,141,26
Warrants to purchase common st 8,892,00! 8,663,70! 5,648,03
Convertible preferred stoc 217,72( 1,177,95! 2,631,51:
Non-vested restricted common stc 101,25( — —
Total 12,676,43. 12,640,55 9,420,81!

| | ]
Leases

Leases are classified as either capitaperating leases. Leases which transfer substigrdiabf the benefits and risks incidental to the
ownership of assets are accounted for as if theieam acquisition of an asset and incurrence obéigation at the inception of the lease. All
other leases are accounted for as operating le@sesSan Diego headquarter facility lease, whichdwcalating payments, is expensed on a
straight-line basis over the term of five yearsitf¢ end of the original lease term, we have th®momf renewing this lease for an additional
five-year lease term at an annual rate equal to thenfaiket rental value of the property, as definethenlease agreement. This lease repre
the primary expense and commitment as indicatétbie 10 "Commitments" below. Other leases existlierNorway facility and for office
machinery, such as copiers, wherein lease expsnseadrded as incurred.

Share-based compensation

Effective January 1, 2006 we adopted SFASIR3(R) using the modified prospective applicatioethod. Accordingly, stock-based
compensation cost is measured at the grant degedlzm the fair value of the award, and is recaghias an expense over the employee's
requisite service period. Because we elected taheseodified prospective application method, ressfdr prior periods have not been restated.
In March 2005, the Securities and Exchange Comaonisssued Staff Accounting Bulletin ("SAB") No. 1,0¥hich provides supplemental
implementation guidance for SFAS No. 123(R). Weehapplied the provisions of SAB No. 107 in our dtmpof SFAS No. 123(R).
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INOVIO BIOMEDICAL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Con tinued)
3. Summary of Significant Accounting Policies (Conhued)

We estimate the fair value of stock optigrented using the Black-Scholes option pricing elo@ihe Black-Scholes option pricing model
was developed for use in estimating the fair valizaded options, which have no vesting restricgiand are fully transferable. In addition,
option valuation models require the input of highlibjective assumptions, including the expecteckgpoice volatility and expected option li
We amortize the fair value of the awards on agiaiine basis. All options grants are amortizedrahe requisite service period of the awards.
Expected volatility is based on historical vola&iliThe expected life of options granted is caltadausing the simplified method based on the
terms and conditions of the options as provide8AB No. 107. The risk-free interest rate is basedhe U.S. Treasury yield in effect at the
time of grant. The forfeiture rate is based ondristl data and we record share-based compensatmense only for those awards that are
expected to vest. The dividend yield is based erfadbt that no dividends have been paid on comrtamk sistorically, and none are currently
expected to be paid.

For the purpose of calculating gooma information under SFAS No. 123 for period®pto January 1, 2006, we accounted for forfei
as they occurred. Assumptions used in the BlacleBstmodel are presented below:

Year Ended December 31

2007 2006 2005
Risk-free interest rat 4.07%- 4.61% 4.68%- 4.9€% 3.97%
Expected volatility 93%- 98% 98%- 109% 104%
Expected life in year 6 6 6

Dividend yield — — —
Other Accumulated Comprehensive Income

Components of comprehensive income arerteghdn the consolidated financial statements énghriod in which they are recognized. The
components of comprehensive income for us inclieddass, unrealized gains and losses on investna@t$oreign currency translation
adjustments. The components of accumulated othmepihensive income are indicated on the Consolidatatements of Stockholder's
Equity.

Pending accounting pronounceme

In February 2007, the FASB issued SFAS @, "The Fair Value Option for Financial Assets &inancial Liabilities—Including an
amendment of FASB Statement No. 115" ("SFAS 189Kder SFAS 159, we may elect to measure certaamiial instruments and other
items at fair value on an instrument by instrunieais subject to certain restrictions. SFAS 159 s effective for us on January 1, 2008.
The impact of the adoption of SFAS 159 will be degent on the extent to which we elect to measugéibé items at fair value.

In September 2006, the FASB issued SFASING, "Fair Value Measurements," ("SFAS 157"). SEAS defines fair value, establishe
framework for measuring fair value in generallyemed accounting principles, and expands disclesaiveut fair value measurements. The
provisions of this standard apply to other accayghfironouncements that require or permit fair vaheasurements. SFAS 157 becomes
effective for us on January 1, 2008. Upon adoptiba provisions of SFAS 157 are to be applied prospely with limited exceptions.
Management is currently evaluating the impact &f siandard and does not expect the adoption ofSSE5Y to have a material impact on our
consolidated financial statements.
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In December 2007, the SEC issued Staff Anting Bulletin ("SAB") No. 110 which expresseswgeregarding the use of a "simplified"
method, as discussed in SAB No. 107, in developingstimate of expected term of "plain vanilla"rehaptions in accordance with SFAS
No. 123(R). The impact of this bulletin will not\yea material impact on our consolidated finansiatements

Adoption of Recent Accounting Pronouncem

In July 2006, the FASB issued FASB Intetatien No. 48 ("FIN No. 48"), "Accounting for Undamty in Income Taxes, an interpretation
of FASB Statement No. 109", This interpretationserébes a "more-likely-than-not" recognition threlshand measurement attribute (the
largest amount of benefit that is greater than %ikéty of being realized upon ultimate settlemerittviax authorities) for the financial
statement recognition and measurement of a taxiposaken or expected to be taken in a tax reflinis interpretation also provides guidance
on derecognition, classification, interest and jtées accounting in interim periods, disclosure aransition. FIN No. 48 is effective for fiscal
years beginning after December 15, 2006. The Cognadapted FIN No. 48 on January 1, 2007, and thvaseno impact from adoption on t
Company's financial condition and results of operst for the year ended December 31, 2007.

4. Major Customers and Concentration of Credit Risk

% of Total % of Total % of Total
Customer 2007 Revenue 2006 Revenue 2005 Revenue
Merck $ 3,268,88. 68% $ 1,535,541 44% $ 2,822,63. 52%
Wyeth 1,118,02: 23 — — — —
Valentis — — 655,12: 19 — —
U.S Army grani 21,42 — 898,93. 26 684,64t 13
All other 399,39¢ 9 378,58 11 1,959,97. 35
Total Revenut $ 4,807,72! 100% $ 3,468,17: 100% $ 5,467,25: 10C%

In May 2004, we announced that we had signeollaboration and licensing agreement with M&cCo., Inc. (Merck) to develop and
commercialize our MedPulser® DNA Delivery Systenmjet will be developed for use with certain of ME@scDNA vaccine programs. Under
the terms of the agreement, Merck receives the tighse our proprietary technology initially fevd specific antigens with an option to extend
the agreement to include a limited number of adddl target antigens. We received an upfront liegyesyment under this agreement, and may
receive milestone payments linked to the successfutlopment of a product. As of December 31, 208¥ 2006, $239,580 or 21%, and
$199,489 or 61% of our total accounts receivablartzz of $1.1 million and $326,071, respectivelpsvattributable to Merck.

During the year ended December 31, 200 ewegnized revenue from our collaboration andhieg agreement with Wyeth which was
executed in November 2006. As of December 31, 2$889,451 or 78% of our total accounts receivablarxe of $1.1 million was
attributable to Wyeth. None of our accounts redeliwdalance was attributable to Wyeth at DecemheRG06.
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4. Major Customers and Concentration of Credit Risk(Continued)

In October 2006, we acquired various liesppatents and the rights to existing customeyesgents from Valentis in exchange for future
cash payments of $540,000 and the settlementafadty obligation of $320,000. As part of this argement, the Company was discharged of
all other outstanding obligations in connectionhaatprevious licensing arrangement, and receivedoapmately $159,000 of funds previously
held in escrow. During the year ended Decembe2307 and 2006 we recorded $0 and $655,123 reveaneMalentis, respectively. None of
our total accounts receivable balance as of DeceB8the2007 or 2006 was attributable to Valentis.

There is minimal credit risk with these ttusers based upon collection history and their armt financial condition. Accordingly, we do
not consider it necessary to record a reserverfoollectible accounts receivable.

5. Fixed Assets

Accumulated
depreciation

and Net book
Cost amortization value
As of December 31, 200
Machinery, equipment and office furnit. $ 2,026,99. $ (1,836,96) $ 190,02
Leasehold improvemen 734,31 (522,619) 211,70:
Equipment under capital leas — — —
$ 2,761,300 $ (2,359,58) $ 401,72

As of December 31, 200

Machinery, equipment and office furnitt $ 1,886,94 $ (1,720,49) $ 166,44
Leasehold improvemen 677,74: (453,40) 224,34
Equipment under capital leas 119,67: (119,67) —

$ 2,684,350 $ (2,293,57) $  390,78!

Depreciation and amortization expensehentears ending December 31, 2007, 2006 and 208%%86,683, $206,743 and $147,129,
respectively. In accordance with SFAS No. 144 dimapany determined that the carrying value of thessg-lived assets was not impaired for
the periods presented.
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6. Goodwill and Intangible Assets

In accordance with SFAS No. 142, "Goodwiitl Other Intangible Assets," the Company's goddswiot amortized, but is subject to an
annual impairment test. The following sets forta thtangible assets by major asset class:

December 31, 2007 December 31, 2006
Useful Accumulated Net Book Accumulated Net Book
Life (Yrs) Gross Amortization Value Gross Amortization Value

Non-Amortizing:

Goodwill(a) $ 3,900,71: $ — 3 3,900,71: $ 4,290,59. $ — 3 4,290,59
Amortizing:

Patent: 8-17 5,224,10' (2,775,71) 2,448,391 4,829,59 (2,409,081 2,420,51
Licenses 8-17 1,198,78. (854,49 344,28 1,198,78 (723,75 475,02t
Other(b) 18 4,050,00! (656,25() 3,393,75! 4,050,001 (431,251 3,618,75!
Total Intangible asse 10,472,89 (4,286,461 6,186,43 10,078,37 (3,564,08) 6,514,29:
Total goodwill and intangible asse $ 14,373,60 $ (4,286,46)) $ 10,087,14 $ 14,368,97 $ (3,564,08) $ 10,804,88
. § _______§ _____§ N N |
(@) Goodwill was recorded from the Inovio AS acquisitio January 2005 (See Note 16). In 2007 we recbadeduction in Goodwill of $389,881 related te tkalization of foreign

net operating loss carry forwards.

(b) Other intangible assets represent the fair valuecqtiired contracts and intellectual property fitbnInovio AS acquisition (See Note 16). At thediof the acquisition, we
determined the remaining useful life for the acedicontractual relationships to be approximatelydas, reflecting the period over which the cattral relationships would
contribute to our cash flows, consistent with th@gnce in SFAS 142, paragraph 11. We evaluatedgéfil life of the acquired contractual relatiopstbased upon a review of
the legal life of the underlying patents and disourss with the management of Inovio AS regardintgrestes of each patent's useful economic life asldtted to the acquired
contracts. Based on these factors, we determiratdtir relevant market sales and cash flows wakédyl decline after 18 years, when the key pategitsted to the acquired
contracts expire. We expect that the acquired aotital relationships will continue to provide pogtcash flows through at least 18 years, as détedrat the time of acquisition.

Aggregate amortization expense on intaegisisets was $831,958, $767,900 and $709,938&getirs ended December 31, 2007, 2006
and 2005, respectively. Amortization expense rdltdantangible assets at December 31, 2007 fdr ehthe next five fiscal years and beyond
is expected to be incurred as follows:

2008 $ 767,76
2009 645,81
2010 595,09:
2011 545,41
2012 497,07(
Thereaftel 3,135,27.

$ 6,186,43!

In accordance with SFAS No. 142, the Corgdaas completed its annual impairment tests amdsédile analysis for goodwill and other

non-amortizing intangible assets, respectively, hetdulghout the year. There were no impairments omaimpent indicators present and no
was recorded during the year ended December 3%, 200
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7. Accounts Payable and Accrued Expenses

As of As of
December 31, December 31,

2007 2006
Trade accounts payak $ 394,78t $ 555,32
Accrued compensatic 559,68! 735,99:
Accrued clinical trial expens¢ 573,76’ 675,33(
Other accrued expens 852,83« 718,65t
$ 2,381,07. $ 2,685,30:

8. Deferred Revenue

We defer revenue recognition of cash rasdipm licensing and other agreements and receghizm ratably over the minimum
remaining period of our performance obligationse Tlombined current and long-term deferred revemlenioe of $4.9 million consists

primarily of an unrecognized balance of $4.2 mill&rising from the $4.5 million payment receiveainfrWyeth in November 2006 for the
15 year collaborative and licensing agreement.

9. Stockholders' Equity
Preferred Stocl

Outstanding as of December 31,

Authorized Issued 2007 2006
Series A Preferred Stock, par $0.( 1,00(¢ 817 — —
Series B Preferred Stock, par $0.( 1,00(¢ 75C — —
Series C Preferred Stock, par $0.( 1,091 1,091 71 10z
Series D Preferred Stock, par $0.( 1,966,29: 1,966,29: 113,31: 1,027,96

The following is a summary of changes ia ttumber of outstanding shares of our preferretkdtur the years ended December 31, 2005,
2006 and 2007:

Series A Series B Series C Series D
Shares Outstanding as of January 1, 2 291 11C 1,04( —
Preferred Shares issu — — — 1,966,29:
Preferred Shares convert (239 (10 (703) (404,35))
Shares Outstanding as of December 31, : 52 10C 337 1,561,93!
Preferred Shares convert (52 (200) (235) (533,969
Shares Outstanding as of December 31, : — — 10z 1,027,96'
Preferred Shares convert — — (32) (914,65¢)
Shares Outstanding as of December 31, : — — 71 113,31:

The shares of the Company's outstandinig&€rand Series D Preferred Stock have the fotigyiertinent rights and privileges, as set
forth in the Company's Amended and Restated Ceat#iof Incorporation and its Certificates of Desitions, Rights and Preferences related to
the various series of preferred stock.
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Dividend Preference

The holders of all series of the Compapyferred stock are entitled to receive dividends gari passu basis with the holders of conr
stock, when, if and as declared by the Company&dof Directors.

In addition, the holders of the Series €féired Stock received a mandatory dividend rag&%6fper annum per outstanding share of
Series C Preferred Stock, payable quarterly, besetie $10,000 Liquidation Preference of such sttamugh the period ending on May 20,
2007. These dividends were paid in cash or comrank £qual to the equivalent cash amount dividethley20 day preceding average closing
price. The Company could only elect to pay thedbwids in shares of common stock if the averagénggwice of the shares of common stock
for the 20 days immediately preceding the dividpagment date was equal to or greater than the csioveprice of either of the relevant se
of Preferred Stock. All dividends were paid to ¢ansling Series C Preferred Stockholders on eachieyuend payment date. We paid cash
dividends to holders of our Series C Preferred IStd¢$23,335 and $117,204 during the years endextDber 31, 2007 and 2006.

Rights on Liquidatior

In the event of any voluntary or involuntéiguidation, dissolution or winding up of the Cpamy (a "liquidation event"), before any
distribution of assets of the Company shall be ntad® set apart for the holders of common stdog&,Holders of Series C Preferred Stock, pari
passu, are entitled to receive payment of suchsasf¢he Company in an amount equal to $10,00Gpare of such series of preferred stock,
plus any accumulated and unpaid dividends therebether or not earned or declared). In the eveangfliquidation event, the holders of the
Series D Preferred Stock are entitled to be paidbthe assets of the Company available for distion to its stockholders (i) before any
distribution of assets of the Company shall be ntad® set apart for the holders of common stocaror class or series of stock ranking on
liquidation junior to the Series D Preferred Stao@l,ratably with any class or series of stockkiaug on liquidation on a parity with the Serie
Preferred Stock, and (iii) after and subject togagment in full of all amounts required to be digited to the holders of the Company's
Series C Preferred Stock and any other class mssefr stock of the Company ranking on liquidatmior and in preference to the Series D
Preferred Stock, an amount equal to $3.204 peestfaBeries D Preferred Stock.

If the assets of the Company availabledfstribution to stockholders exceed the aggregaieust of the liquidation preferences payable
with respect to all shares of each series of predestock then outstanding, then, after the paymesitich preferences is made or irrevocabl
aside, the holders of the Company's common staekmtitled to receive a pro rata portion of sudetsbased on the aggregate number of
shares of common stock held by each such holderhdlders of the Company's outstanding preferrecksthall participate in such a
distribution on a pro-rata basis, computed basetthemumber of shares of common stock which woelthédd by such preferred holders if
immediately prior to the liquidation event all dfetoutstanding shares of the preferred stock had benverted into shares of common stock at
the then current conversion value applicable td ezcies.

A Change of Control of the Company (asmkdiin the Certificates of Designations, Rights Bneferences) is not a liquidation event
triggering the preferences described above, aimgisad
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9. Stockholders' Equity (Continued)

addressed by separate terms in the Series C amed Be€ertificates of Designations, Rights, anddtences.

Although the liquidation preferences arexcess of the par value of $0.001 per share oftrapany's preferred stock, these preferences
are equal to or less than the stated value of shates based on their original purchase price.

Voting Rights

The holders of all series of the Compapy&ferred stock outstanding have full voting rigltsl powers equal to the voting rights and
powers of holders of the Company's common stockaaedntitled to notice of any stockholders' megtimaccordance with the Company's
Bylaws. Holders of the Company's preferred stoekeantitled to vote on any matter upon which holaéthe Company's common stock have
the right to vote, including, without limitatiorhe right to vote for the election of directors ttigge with the holders of common stock as one
class.

Actions Requiring the Consent of Holders of ConbkrtPreferred Stoc

As long as at a certain number of sharesaoh series of the Company's preferred stockdssnehe respective "Date of Original Issue”
for such series are outstanding, the consentletat a majority of the shares of that series efgrred stock outstanding are necessary to
approve:

(@) Any amendment, alteration or repédl)any of the provisions of the relevant seri@sttificate of Designation, including any
increase in the number of authorized shares of serhs or (ii) the Company's Certificate of Inamgtion or Bylaws in a manner that
would adversely affect the rights of the holdershef relevant series of preferred stock;

(b) the authorization, creation, offealesor increase in authorized shares by the Comphagy stock of any class, or any sect
convertible into stock of any class, or the authatibn or creation of any new series of prefertedisranking in terms of liquidation
preference, redemption rights or dividend rightsj passu with or senior to, the relevant serigsreferred stock in any manner;

(c) the declaration or payment of anyidbwnd or other distribution (whether in cash, stoclther property) with respect to the
Company's capital stock or that of any subsidiatiyer than a dividend or other distribution purduarthe terms of the relevant series
of preferred stock or other series of preferredlstmted in the relevant Certificate of Designatiand

(d) except for the holders of the SebeBreferred Stock, the redemption, purchase or@bguisition, directly or indirectly, of
any shares of the Company's capital stock or atitg slibsidiaries or any option, warrant or othghtrto purchase or acquire any such
shares, or any other security, other than ceraipEted redemptions of preferred stock, certaistanting warrants, the repurchase of
shares at cost from employees of the Company wgramiration of employment in accordance with writtgmeements pursuant to
which the shares were issued, or other specifipdrobase or redemption rights pursuant to writgne@ments outstanding at the tim
original issuance of the preferred stock in questio

These specific voting rights are applicdblethe Series C Preferred Stock as long as at &% of the number of shares of Series C
Preferred Stock issued on the Date of Originaldgsmain
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outstanding, and the same threshold applies t8¢hies D Preferred Stock. As of December 31, 2000y, the outstanding shares of our
Series D Preferred Stock had such series votifdsrigemaining.

Participation Rights

Holders of the Series C Preferred Stocletthe right to participate with respect to the Camyps issuance of any equity or equity-linked
securities or debt convertible into equity or inigfhthere is an equity component ("Additional S&ges™) on the same terms and conditions as
offered by the Company to the other purchasersicii #\dditional Securities. However securities igssoeissuable upon any of the following
are not deemed "Additional Securities": (A) the wenrsion of outstanding preferred stock or exerofselated warrants, or the issuance of
shares of common stock as payment of dividendsliaels of preferred stock, (B) the exercise of amyrants or options outstanding prior to
the authorization or issuance of the series ofgprefl stock in question (C) the issuance (at isstianexercise prices at or above fair market
value) of common stock, stock awards or optionseunor the exercise of any options granted pursteareiny Board-approved employee stock
option or similar plan for the issuance of optiensapital stock of the Company, (D) the issuarfcghares of common stock pursuant to a
stock split, combination or subdivision of the datgling shares of common stock, and (E) for evalnadf the rights of the Series C Preferred
Stock only, in connection with a bona fide jointtgre or development agreement or strategic paftiigrthe primary purpose of which is not
to raise equity capital.

Each time the Company proposes to offerAugitional Securities, it is obligated to providach holder of shares of the Series C
Preferred Stock notice of such intention including terms of such intended offering (including sapel pricing) and the anticipated closing
date of the sale. These preferred stockholderstibea a specified period in which to respond toGbenpany to elect to purchase or obtain, at
the price and on the terms specified in the Comigamytice, up to that number of such Additional8#ies which equals such holder's Pro
Rata Amount. The "Pro Rata Amount" for any givefdio of shares of the Series C Preferred Stocklediat portion of the Additional
Securities offered by the Company which equalgptioportion that the number of shares of commonkstioat such preferred stockholder ov
or has the right to acquire to the total numbeshafres of common stock then outstanding (assumiegdh case the full conversion and
exercise of all convertible and exercisable seiesrihen outstanding).

The holders of the Series C Preferred Shasle the right to pay the consideration for thelifidnal Securities purchasable upon such
participation with shares of such series of Pref#®tock, which will be valued for such purposthatapplicable series' Liquidation Preference
plus any accrued and unpaid dividends for suchqa&pHowever, when shares of such preferred steclsed as participation consideration,
then such holder's Pro Rata Amount is increasetdnudecreased) to the extent necessary to egaiahtimber of Additional Securities as are
convertible into or exchangeable for such numbeshafres of Common Stock as is obtained by divi@ghe Liquidation Preference
attributable to such holder's shares of the applécaeries of Preferred Stock plus any accrueduapdid dividends on such Preferred Stock by
(b) the Conversion Value then in effect for suchrsk, and in such event the Company shall be dbtiga sell such number of Additional
Securities to each such holder, even if the aggee@e Rata Amount for all such holders exceedsitfygegate amount of Additional Securi
that the Company had initially proposed to offew.tlie extent that not all holders of a particukies of preferred stock elect to participate up
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to their full Pro Rata Amounts, the participatingders of that series of preferred stock have itijie to increase their participation according

The patrticipation rights of the holderstod Series C Preferred Stock may not be assignerdrsferred, other than assignment to any
wholly-owned subsidiary or parent of, or to anypmation or entity that is, within the meaning loé tSecurities Act, controlling, controlled by
or under common control with, any such holder. Aesult of transfers, the holders of the Serieg&@dpfred Stock outstanding as of
December 31, 2007 no longer had such participatgins.

The Series D Preferred Stock has no ppdiiin rights.

During our October 2006, December 2005 Jartiary 2005 common stock offerings, we informedérs of our outstanding Series A, B,
and C Cumulative Convertible Preferred Stock wiltigipation rights, of their ability to participatn the respective offering based upon the
pricing of the transaction and the applicable liztion preference for the series of preferred sharticipating. These participating stockholc
obtained incremental shares of common stock asudtraf exercising their participation rights, thby converting their outstanding shares of
Cumulative Convertible Preferred Stock at a lowfégring price compared to their current convergivice. The right to participate was
available only for a limited period time in relatito the specific transaction and the exercisé@feixisting participation right did not reflect or
create a lasting change in the holders' conveginileges. Some of the participating stockholdead previously converted a portion of their
shares of the Company's preferred stock pursuahetooptional conversion rights, and most of plaeticipating stockholders wholly conver
their remaining shares of the Company's preferteckghrough exercise of their participation rightghe noted offerings.

Conversion Rights

The Series C Preferred Stock each providdnblder of such shares an optional conversidnt eigd provide a mandatory conversion upon
certain triggering events.

Right to Conver-The holder of any share or shares of Series GeRegf Stock has the right at any time, at suchdrtddption, to
convert all or any lesser portion of such holdsinares of the Preferred Stock into such numbeulyf paid and non-assessable shares of
Common Stock as is determined by dividing (i) tggragate Liquidation Preference applicable to #mtiqular series of preferred shares, plus
accrued and unpaid dividends thereon by (ii) th@ie@ble Conversion Value (as defined in the refteries' Certificate of Designations,
Rights and Preferences) then in effect for suctesef preferred shares. The Company is not olddyat issue any fractional shares or scrip
representing fractional shares upon such conveesidrinstead shall pay the holder an amount in egghl to such fraction multiplied by the
current market price per share of the Company'sheomstock.

Mandatory Conversior-The Company has the option upon thirty (30) dayar pvritten notice, to convert all of the outstamgl shares of
the Series C Preferred Stock into such numberllyf fiaid and non-assessable shares of common atikdetermined by dividing (i) the
aggregate Liquidation Preference of the sharekeofdlevant series of preferred stock to be comdgrtus accrued and unpaid dividends
thereon by (ii) the applicable Conversion ValuedaBned in the relevant series' Certificate of iDeations, Rights and Preferences) then in
effect, if at any time after twelve months
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following the Original Issue Date of each suchesof preferred stock all of the following triggegievents occur:

(i) The registration statement coverdigof the shares of common stock into which theipalar series of preferred stock is
convertible is effective (or all of the shares oframon stock into which the preferred stock is cotibbke may be sold without restriction
pursuant to Rule 144 under the Securities Act &31@s amended);

(i) the Daily Market Price (as definedthe applicable Certificates of Designations, Régind Preferences) of the common stock
crosses a specified pricing threshold for twentjhefthirty consecutive trading days prior to tlaedthe Company provides notice of
conversion to the holders; and

(iii) the average daily trading volumelgfact to adjustment for stock dividends, subdivisiand combinations) of the common
stock for at least twenty of the thirty consecutiragling days prior to the date the Company pravitgtice of conversion to the holders
exceeds 25,000 shares.

As of December 31, 2007, our outstandiraye of the Series C Preferred Stock were conleitito 104,410 shares of our common
stock at a conversion price of $6.80 per share tlam@pplicable Daily Market Price of the commawcktfor triggering mandatory conversion
equaled $18.00 per share.

The Series D Preferred Stock only provithesholder of such shares an optional conversgit.riAs of December 31, 2007, 113,311
shares of the Series D Preferred Stock were cahieemto our common stock on a one-for-one basis.

Imputed and Declared Dividends on Preferred S

The holders of our Series A and B PrefeBtaatk were entitled to receive an annual dividenthe rate of 6%, payable quarterly, through
September 30, 2006. These dividends were payalgkesim unless the closing price of our common sHarehe 20 trading days immediately
preceding the dividend payment date was equal ¢peater than the conversion price of such shareghich event we may have elected to
the dividends to the holders in common stock. As githis dividend to holders of Series A and Bferred Stock, we issued a total of 2,871
common shares valued at $7,693, and paid $15,1d8sim during 2006. We issued a total of 55,518 comshares valued at $179,956 and
paid $60,235 in cash during 2005. There were noesha Series A or B Preferred Stock outstandineocember 31, 2007 and 2006,
respectively. As of December 31, 2005, 52 shar&eoks A Preferred Stock and 100 shares of SBrigreferred Stock remained outstanding.

The holders of our Series C Preferred Stvekentitled to receive an annual dividend at#te of 6%, payable quarterly, through May 20,
2007. These dividends are payable in cash unlessding price of our common shares for the 2@inigadays immediately preceding the
dividend payment date is equal to or greater tharconversion price of such shares, in which ewentay elect to pay the dividends to the
holders in common stock. As part of this dividewe, paid cash of $23,335 during fiscal 2007 to hslaé our Series C Preferred Stock. We
paid cash $117,204 during fiscal 2006 to holdersurfSeries C Preferred Stock and accrued $14di7deftain holders of our Series C
Preferred Stock who patrticipated in our October&2@quity financing, during fiscal 2006. We paididends in cash of $553,694 during 2005.
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During 2006, we recorded an imputed divitleharge of $1.9 million during the three monthdezhDecember 31, 2006, related to the
investors who converted $1.2 million of their Seri@ Preferred Stock investment into 473,744 shairesr common stock as part of our
October 2006 private placement. This imputed divieharge was calculated using guidance contamégnierging Issues Task Force
("EITF") Issue No. 00-27, "Application of Issue N&8-5 to Certain Convertible Instruments." As mdrthis private placement, these investors
received 304,450 additional shares of our commacksias compared to the number of shares of oummstock into which their existing
Series C Preferred Stock could have been convartddr the original terms of the Series C Prefe8tatk. Under EITF Issue No. 00-27, this
incremental number of shares of our common stockwaltiplied by the price of our common stock oa tommitment date of the original
Series C Preferred Stock issuance, or $6.08 pee stracalculate the $1.9 million imputed dividestthrge associated with this beneficial
conversion.

During 2005, we recorded an imputed divitleharge of $1.9 million related to the investoteoveonverted $3.2 million of their previous
Series C Preferred Stock investment into 790,128eshof our common stock as part of our Januar$ p@@ate placement. As part of this
private placement, these investors received 31%88&ional shares of our common stock by partidigg as compared to the number of sh
of our common stock into which their existing Ser@ Preferred Stock could have been converted uthdariginal terms of the Series C
Preferred Stock. This incremental number of shafesir common stock was multiplied by the priceoaf common stock on the commitment
date of the original Series C Preferred Stock issaaor $6.08 per share, to calculate the $1.9amilmputed dividend charge associated with
this beneficial conversion.

During 2005, we also recorded an imputettend charge related to common stockholders @& #8llion to the investors who converted
their Series B and C Preferred Stock and commark stvestments into shares of common stock asgéartir December 2005 private
placement. As part of this private placement, thegestors received 1,670,406 additional sharesiotommon stock by participating, as
compared to the number of shares of our commork $tda@ which their existing common or preferredcit@ould have been converted under
the original terms of their agreements. This inaatal number of shares of our common stock wasiptielt by the price of our common stc
on the commitment date of the original issuancealoulate the $8.3 million imputed dividend chaagsociated with this beneficial
conversion.

Common Stock

In August 2007, we entered into an agredmith an outside consulting advisor pursuant tacliwe issued 230,000 registered shares of
common stock and registered warrants to purcha@®Q@8 shares of common stock, as payment of a efmmdable retainer in connection with
the engagement of its services.

In May 2007, we completed a registered tydinancing, whereby we sold 4,595,094 sharesunfoommon stock resulting in gross
aggregate cash proceeds of $16.2 million.

In March 2007, we entered into an agreernmewhich we agreed to issue a total of 90,000rieet] shares of our common stock in equal
quarterly installments in exchange for consultingrges. As of December 31, 2007, we had issuetbB3estricted common shares and
recorded a consulting expense and related lialfiy10,350 as of December 31, 2007 for the 11@Bmon shares which were issued in
January 2008. During the remaining term of the exgrent, we will
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continue to issue 11,250 restricted shares of oomeon stock at each quarter-end in exchange facghsulting services we will receive each
quarter.

In January 2007, we exchanged for 2,201r64tticted shares of our common stock and wartargsirchase up to 770,573 restricted
shares of our common stock for 2,201,644 ordinbeyes of our Singapore subsidiary Inovio Asia Bté. (IAPL), pursuant to the terms of the
Securities Purchase and Exchange Agreement undehn wte ordinary shares were originally issued ALl in October 2006 for $5.3 million.

In March 2007, we terminated our exclusiwgalty-free license to IAPL allowing our subsidido use certain of our intellectual property,
which had been issued in October 2006 prior tootidnary share financing described above, in exghdar 6,584,365 ordinary shares of
IAPL. Upon termination we retained the IAPL ordipahares received in the license transaction.

In October 2006, we completed a registeféeting with foreign investors, whereby we sol@724,067 shares of our common stock and
issued warrants to purchase 1,425,919 shares aoumon stock which resulted in gross aggregate pesceeds of $9.9 million. As part of
this offering, we informed holders of our then daigling Series C Preferred Stock who held partipaights, of their ability to participate in
the respective offering based upon the pricindiefttansaction and the applicable liquidation pefee for their series of preferred shares with
such rights. Some of these participating stockhsltiad previously converted a portion of their sBaof preferred stock pursuant to their
optional conversion rights, and most of these pipdting stockholders wholly converted their renranshares of the Company's preferred
stock through exercise of their participation rigght this offering. By electing to participate hig offering, these participating preferred
stockholders converted 115.12 shares of previdaslyed Series C Preferred Stock and $14,571 ofiedatividends into 479,722 restricted
shares of our common stock and warrants to purch@s®02 restricted shares of our common stocks& lparticipating stockholders received
304,450 additional restricted shares of our comstook as compared to the number of shares of aurmmm stock into which their existing
Series C Preferred Stock could have been convartddr the original terms of the Series C PrefeB&atk. As a result, we recorded an
imputed dividend charge of $1.9 million relatedhe participating stockholders who converted $1illan of their previous Series C Preferr
Stock investment. We calculated this imputed dim@tleharge pursuant to the guidance contained irr@intelssues Task Force ("EITF") Iss
No. 0C-27, "Application of Issue No. 98-5 to Certain Centible Instruments,” where the incremental nundfeshares of our common stock
which was received by our participating Series €f&red Stockholders was multiplied by the pricewf common stock on the commitment
date of the original Series C Preferred Stock issaaor $6.08 per share, to calculate the impuitéideshd charge associated with this benefi
conversion.

In July and October 2006, we issued 2520024,261 shares of our common stock, respectit@hn outside consulting company in
payment of a non-refundable retainer in conneatitth the engagement of its services.

In June 2006, we issued 86,956 common shara licensing company in exchange for variodsria and other assets and a $50,000
shareholder note receivable.

In December 2005, we completed a privaaegrhent of an aggregate of $15.8 million in greshgroceeds through the sale of our
common stock to institutional and accredited inoesthat included Merck and Vical, two of our stégit partners. At the closing, we issued to
the investors an
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aggregate of 9,892,735 shares of common stock anchats to purchase an aggregate of 3,462,451sshhoemmon stock, and received in
exchange (1) gross cash proceeds of $15.8 mil{)rean aggregate of 734 shares of outstanding SAri8 and C Cumulative Convertible
Preferred Stock; and (3) 1,142,593 shares of otstanding common stock. In addition, we issueditvestors five-year warrants to
purchase 35% of the number of shares of commoik shey acquired in the offering at an exercisegdtapproximately $2.93 per share.

In January 2005, we completed a privategrteent to accredited investors whereby we sold01128 shares of our common stock at a
purchase price of $4.05 per share and issued wart@purchase 508,240 shares of our common staak exercise price of $5.50 per share,
which resulted in aggregate cash proceeds of $8lidom Of the aggregate proceeds, 20% was due tiperclosing of the offering in
January 2005, and 80% was due six months afteritiseng in June 2005, which resulted in the recef promissory note from these 80%
investors, for which we later granted an extensitoDecember 2005. Prior to December 2005, we reddifve remaining amount due from one
of the three investors and therefore issued thisstor its previously subscribed shares of comnbocks A portion of this private placement
involved investors who converted $3.2 million oéithprevious investment in our Series C PreferrettiSinto 790,123 shares of the common
stock issued as part of this private placement natlassociated cash proceeds to us.

The Company offered to exchange all or riqo of the remaining two subscribed investorsuzam 2005 shares of common stock for new
common stock and new warrants issued in the Decedils offering. These participating investors weffered the same securities and
pricing offered to new outside investors in the &aber 2005 offering, and the two remaining subediinvestors accepted the exchange ¢
Therefore, in the December 2005 offering, the firgtviously subscribed investor exchanged 750,0@0@es of previously subscribed common
stock for 1,265,625 shares of new common stockldition to 442,969 new warrants to purchase shafreesmmon stock. The second
previously subscribed investor exchanged 392,588stof previously subscribed common stock for 882 shares of new common stock and
231,875 new warrants to purchase shares of comtmok. 8ecause the purchase price in the Decemli¥y @fering was lower than the
January 2005 offering, the exchange resulted @pdaing of the shares subscribed to by these tovefrom $4.05 per share in the
January 2005 offering to $2.40 per common share.

To account for this transaction, we follalatbe guidance contained in EITF 00-27 when catingdahe imputed dividend charge related to
this offering.

Warrants

In addition to warrants granted in conrattivith our Common and Preferred Stock offeringsdiacussed above, we have issued the
following additional warrants.

In connection with the leasing of our neavporate headquarters, we issued a warrant to asechb0,000 shares of our common stock at
$5.00 per share to the landlord of this leasedifia@ December 2004. This warrant is immediatekercisable and expires five years from the
date of issuance. This warrant was valued on tke afdssuance using the Black-Scholes pricing rhdide fair value of this warrant,
$120,913, will be recognized ratably over the fixgar term of the lease as rent expense. As of Dieee81, 2007, this warrant remained
outstanding.
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On June 6, 2002, we granted warrants ta@ment agent to acquire 166,250 shares of constook for $1.88 per share. In
September 2003, warrants to purchase 30,000 sbcesnmon stock were exercised totaling $56,409rass proceeds. In March 2005,
warrants to purchase 136,250 shares of common stek exercised totaling $256,150 in gross proceeds

On September 15, 2000, we entered intxalugive license agreement with the University otith Florida Research Foundation, Inc.
(USF), whereby USF granted us an exclusive, wodeéviicense to USF's rights in patents and patguitagtions generally related to needle
electrodes ("License Agreement”). Pursuant to fleerise Agreement, we granted USF and its desigmagants to acquire 150,000 common
shares for $9.00 per share until September 14,.20flthe total warrants granted, 75,000 vesteti@tiate of grant and the remainder will vest
upon the achievement of certain milestones. Thedtbnon-forfeitable vested warrants were valuegba8,950 using the Black-Scholes
pricing model and were recorded as other asselsanitedit to additional paiihcapital. The remaining 75,000 warrants are ftafde and wil
be valued at the fair value on the date of veatisigg the Black-Scholes pricing model. As of Decentil, 2007, no warrants issued in
connection with this licensing agreement had be@mnoised.

Stock options

We have one active stock and cash-baseaiive plan, our 2007 Omnibus Incentive Plan (fineéntive Plan"), pursuant to which we
have granted stock options and restricted stockasita executive officers, directors and employ@éeg plan was adopted on March 31, 2007
and approved by the stockholders on May 4, 200€.IfMbentive Plan reserves 750,000 shares of oummmstock for issuance as or upon
exercise of incentive awards granted and to betgdaatt future dates. At December 31, 2007, we B&I355 shares of common stock availe
for future grant and had outstanding 101,250 shafregsivested restricted common stock, 63,750 sharessted restricted stock, and option
purchase 45,625 shares of common stock. The awsadsed and available for future grant under troemtive Plan generally have a term of
ten years and generally vest over a period of theaes. The Incentive Plan terminates by its tesmMarch 31, 2017.

The Incentive Plan supersedes all of oavipus stock option plans, which include our 1983ck Option Plan, under which we had
options to purchase 41,498 shares of common staistamding and our Amended 2000 Stock Option Riader which we had options to
purchase 3,378,339 shares of common stock outsadiDecember 31, 2007. The terms and conditibtisecoptions outstanding under these
plans remain unchanged.

Total compensation cost under SFAS No. R28§r our stock plans for the years ended Decer@ibeP007 and 2006 was $1.6 million
$1.3 million, of which $354,064 and $423,229 waduded in research and development expenses aBdrfilion and $920,874 was included
in general and administrative expenses, respegtivel

At December 31, 2007 and 2006, there wa3 fillion and $946,844 of total unrecognized congagion cost, respectively, related to
unvested stock options, which is expected to begrized over a weighted-average period of one year.

Prior to January 1, 2006, we accountecfoployee stock options under the measurement aodméion provisions of APB No. 25.
Accordingly, we recorded no share-based compemsatipense for employee stock option grants agptibbios granted had exercises prices
greater than the fair
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market value of the underlying stock on the datgraht. In accordance with SFAS No. 123, "Accounfior Stock-Based Compensation," we
provided pro forma net loss and net loss per stiiaosures for each period presented in theseotidaged financial statements prior to the
adoption of SFAS No. 123(R) as if we had applieslfdir value-based method in measuring compensatipanse for our share-based
compensation plans. The following table illustrétes effect on net loss attributable to commonlidtotders as if the fair value-based method
had been applied to all outstanding and unvesteddsrduring the year ended December 31, 2005.

Year ended
December 31, 2005

Net loss attributable to common stockholders, psnted $ (26,362,62)
Deduct: Stoc-based employee compensation expense detert

under fair value method for all awar (1,375,70)
Pro forma net loss attributable to common stockés $ (27,738,32)

Basic and diluted net loss attributable to commonldolders per
share, as reporte

>

(1.39)

Basic and diluted pro forma net loss attributableammor
stockholders per sha

&

(1.46)

We account for options granted to non-elygéds in accordance with Emerging Issues Task RUESEF") No. 96-18, "Accounting for
Equity Instruments That Are Issued to Other ThampByees for Acquiring, or in Conjunction with Sellj Goods or Services," and Statement
of Financial Accounting Standard ("SFAS") No. 12B(FShare-Based Payment." The fair value of thgg®os at the measurement dates was
estimated using the Black-Scholes pricing model.

Total stock-based compensation for optgmasmted to non-employees for the years ended Dese&ih 2007, 2006 and 2005, was
$119,191, $202,604, and $116,382, respectivelyofA3ecember 31, 2007 and 2006, 455,937 and 28@PB8a@ns remained outstanding,
respectively.

The following table summarizes total stogkions outstanding at December 31, 2007:

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
$0.00- $ 2.00 508,28( 48 $ 1.51 495,62 $ 1.5C
$2.01-$ 4.00 2,445,43! 77 % 2.9¢ 1,360,14: $ 2.84
$4.01-$ 6.00 401,49¢ 6.1 $ 4.97 378,99¢ $ 5.0C
$6.01- $ 8.00 72,50( 51 $% 6.27 72,50C $ 6.27
$8.01- $22.00 37,74¢ 0c $ 12.2% 37,74t $ 12.2:
3,465,46. 6 $ 3.1t 2,345,010 % 3.17
—— —
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At December 31, 2007, the aggregate intrimalue of options outstanding was $150, the aggpesintrinsic value of options exercisable
was $150, and the weighted average remaining adoftbterm of options exercisable was 6.1 years.

At December 31, 2006, the aggregate intrimalue of options outstanding was $1.9 millidme figgregate intrinsic value of options
exercisable was $1.5 million and the weighted ayer@amaining contractual term of options exercisaids 6.3 years.

Stock option activity under our stock optjglans was as follows:

Weighted-average exercis

Number of shares price
Balance, December 31, 20 2,093,71: $ 3.47
Granted 622,00( 3.71
Exercisec (34,980 1.7¢C
Cancellec (296,84%) 3.6¢
Balance, December 31, 20 2,383,88:i 3.5
Granted 872,75( 2.5¢
Exercisec (148,62%) 1.6¢
Cancellec (309,110 4.64
Balance, December 31, 20 2,798,90I 3.22
Granted 963,12¢ 3.2C
Exercisec (94,569 2.31
Cancellec (202,000 4.57
Balance, December 31, 20 3,465,46; $ 3.1

|

The weighted average exercise price wadcder the 118,250 options which expired duringybar ended December 31, 2007, $5.53 for
the 167,687 options which expired during the yemteel December 31, 2006 and $4.24 for the 139,91i8nspwhich expired during the year
ended December 31, 2005.

The weighted average grant date fair vakreshare was $2.51 for options granted durinyéae ended December 31, 2007, $2.18 for
options granted during the year ended Decembe2®l6 and $3.05 for options granted during the geaed December 31, 2005.

The aggregate intrinsic value of optionereised was $94,876 during the year ended Dece&ihe&007; $158,042 during the year ended
December 31, 2006 and $32,556 during the year ebdedmber 31, 2005.
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A summary of the Company's nonvested kstlishares as of December 31, 2007 and activiipgithe year is as follows:

Weighted-average

Number of grant-
shares date fair value
Nonvested at January 1, 20 — —
Granted 165,000 $ 3.6¢
Vested (63,750 $ 3.6¢
Forfeited — —
Nonvested at December 31, 2( 101,25( $ 3.6¢
|

As of December 31, 2007, there was $278¢@%dtal unrecognized compensation cost relatetbtovested share-based compensation
arrangements. That cost is expected to be recadjoizer a weighted-average period of 2 years.

10. Commitments

Rent expense was $490,069, $488,774, ab@, 389 for the years ended December 31, 2007, 200€005, respectively. This amount is
net of sublease income of $37,679 and $37,95007 20id 2006, respectively. Future minimum leasengais under non-cancelable operating
leases as of December 31, 2007 are as follows:

2008 $ 508,90°
2009 522,04¢
2010 103,03¢
2011 5,64(
Thereaftel —
Total $ 1,139,63;

In the normal course of business, we grarty to a variety of agreements pursuant to whielrmay be obligated to indemnify the other
party. It is not possible to predict the maximuntgmdial amount of future payments under these tgbegreements due to the conditional
nature of our obligations and the unique facts@rmimstances involved in each particular agreentdistorically, payments made by us un
these types of agreements have not had a matféat en our business, results of operations arfeial condition.

11. Income Taxes

In accordance with SFAS 109, "Accountinglfcome Taxes," a deferred tax asset or liabiditgetermined based on the difference
between the financial statement and tax basissgtasnd liabilities as measured by the enacterhtag which will be in effect when these
differences reverse. We provide a valuation allavesagainst net deferred tax assets unless, basadhg available evidence, it is more likely
than not that the deferred tax asset will be redliz
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The components of the provision (beneéit)ihcome taxes are shown below:

As of As of As of
December 31, December 31, December 31,
2007 2006 2005
Current:
Federal $ — % — % —
State — — —
Foreign — — —
$ — % — % —
| | |
Deferred:
Federal $ — % — % —
State — — —
Foreign 327,00( (63,000 (58,000

$ 327,000 $ (63,000 $ (58,000

The reconciliation of income tax attribuatn operations computed at the statutory taxsrténcome tax expense (recovery), using a
35% statutory tax rate, is:

Year ended Year ended Year ended
December 31, December 31, December 31,
2007 2006 2005
Income taxes at statutory rai $ (3,786,00) $ (4,368,00) $ (5,374,000
State income tax, net of federal ben (742,000 (659,000 (676,000
Change in valuation allowan: (6,445,001 4,636,00! 4,486,00!
IRC Section 382 limitatiol 12,749,00 — —
Write off of in-process research a
developmen — — 1,166,001
Fair value warran (1,192,001 — —
Other (257,00() 328,00( 340,00(
$ 327,000 $ (63,000 $ (58,000

The income tax expense has been recorded imerease to general and administrative expeasdts effect is immaterial.
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Significant components of our deferreddagets and liabilities as of December 31, 20072806 are shown below:

As of December 31, 200 As of December 31, 200
Deferred tax asset
Capitalized research exper $ 929,00 $ 785,00(
Net operating loss carry forwar 23,019,00 30,650,00
Research and development and other tax cr 1,356,001 1,732,001
Other 4,028,00! 3,001,00!
29,332,00 36,168,00
Valuation allowanct (29,332,00) (36,168,00)
Total deferred tax asse — —
Deferred tax liabilities
Difference between book and tax basis for patedtliaense cost — —
Acquired intangible: (950,25() (2,013,250
Net deferred tax liabilitie $ (950,250 $ (1,013,25()

We have established a valuation allowancali deferred tax assets, including those forapetrating loss (*"NOL") and tax credit carry
forwards. Such a valuation allowance is recordedmihis more likely than not that the deferred aasets will not be realized.

The net deferred tax liability of $950,2&90f December 31, 2007, resulted from the acdépnisdf Inovio AS and reflects the net effect of
temporary differences between the carrying amofimtangible assets for financial statement repgrpurposes and the amount used for
income tax purposes. The liability will be amortizaver the life of the underlying intangible, whiish18 years and will be accounted for as an
income tax recovery.

As of December 31, 2007, we had federal@alifornia tax net operating loss carry forwardspproximately $55.9 million and
$50.8 million, respectively. The federal loss cdogwards will begin to expire in 2019 unless pmisly utilized. The California loss carry
forwards will begin to expire in 2013. The diffecenbetween the federal and California tax lossydamvards is primarily attributable to the
capitalization of research and development expefiose3alifornia income tax purposes and the 50%Q%6 limitation of California loss carry
forwards. In addition, we have federal and staseaech tax credit carry forwards of $713,542 ar@B#R3, respectively. The federal tax credit
carry forwards will begin to expire in 2022. Theli@ania research tax credit carry forwards do empire. At December 31, 2007, the
Company had foreign tax loss carry forwards reladethe acquisition of Inovio AS of approximatel.$ million. The foreign net operating
loss carry forwards begin to expire in 2011. Futeadization of this asset will result in a redoatito the extent of any remaining goodwill, tl
to any remaining long-term intangibles, and theaiier, if any, as a reduction of income tax expeBairing 2007, $389,881 was recognized
and recorded as a reduction of goodwill.
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Utilization of the NOL and tax credit caimywards will be subject to a substantial annualtition under Section 382 of the Internal
Revenue Code of 1986, and similar state provisitugsto ownership change limitations that have aeclpreviously or that could occur in the
future. These ownership changes will limit the amtaaf NOL and tax credit carryforwards and othefeded tax assets that can be utilized to
offset future taxable income and tax, respectiviel\general, an ownership change, as defined btide882, results from transactions
increasing ownership of certain stockholders ofipudyoups in the stock of the corporation by mthran 50 percentage points over a thyeer
period. An analysis was performed which indicatest multiple ownership changes have occurred imipos years which created annual
limitations on the Company's ability to utilize NQ@iInd tax credit carryovers. Such limitations walsult in approximately $12.7 million of tax
benefits related to NOL and tax credit carryforvgatigiat will expire unused. Accordingly, the relatd@L and R&D credit carryforwards have
been removed from deferred tax assets accompaniadbrresponding reduction of the valuation alloe& Due to the existence of the
valuation allowance, limitations created by futomenership changes, if any, related to our operatiorthe U.S. will not impact our effective
tax rate.

In July 2006, the FASB issued FIN 48, whitdrifies the accounting for uncertainty in incotages recognized in a company's financial
statements in accordance with Statement of FineAcieounting Standards No. 109, "Accounting fordnee Taxes." FIN 48 prescribes a
recognition threshold and measurement proces&émrding in the financial statements uncertainptasitions taken or expected to be taken in
a tax return. Additionally, FIN 48 provides guidanan the de-recognition, classification, interest penalties, accounting in interim periods,
and disclosure requirements for uncertain tax jprsit We adopted the provisions of FIN 48 beginrlaguary 1, 2007. The adoption of FIN
did not impact the Company's financial conditie@sults of operations or cash flows. As of Decen®ier2007, the Company has not recorded
any uncertain tax benefits.

We file income tax returns in the U.S. aadious foreign and state jurisdictions. Due to logses incurred, we are essentially subject to
income tax examination by tax authorities from maeption to date. Our policy is to recognize ietrexpense and penalties related to income
tax matters as tax expense. At December 31, 20@doanot have any significant accruals for intereltted to unrecognized tax benefits or
penalties.

12. 401(k) Plan

In 1995, our U.S. subsidiary adopted a KPR(ofit Sharing Plan (the "Plan") covering subsily all of its employees. The defined
contribution plan allows the employees to contbatpercentage of their compensation each yeacuWently match 50% of our employees'
contributions, up to 6% of their annual compensat@ur contributions are recorded as expense ia¢chempanying consolidated statemen
operations and totaled $54,965, $44,529 and $6Zgt30e years ended December 31, 2007, 2006 ad¥l, 28spectively.

13. Segment Information

Pursuant to our acquisition of Inovio ABdNote 16), the Company operates in one busiegssent in the United States and Europe.
Revenues are attributable to the geographicallzased on the location of the customer. During #ery ending December 31, 2007 revenues
in Europe and the United States totaled $138,523bdri7 million, respectively. During the years erglDecember 31,
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2006 revenues in Europe and the United Stateetb§#61,935 and $3.2 million, respectively, andrduthe year ending December 31, 2005
revenues in Europe and the United States total@@,830 and $5.1 million, respectively. Long-liveskats within the United States consist
primarily of patents and other intellectual propettong-lived assets outside the United Statesisbpgmarily of goodwill and intangible
assets. As of December 31, 2007, long-lived asséisrope and the United States totaled $7.7 miliiad $2.8 million, respectively. As of
December 31, 2006, long-lived assets in Europetlamd)nited States totaled $7.9 million and $2.9iam| respectively, and as of

December 31, 2005, long-lived assets in Europettamdlnited States totaled $8.2 million and $2.3iami| respectively.

14. Related Party Transactions

During the years ended December 31, 20006 2nd 2005, we made payments of $0, $4,828, 20030, respectively, for legal services
formerly provided by Catalyst Corporate Lawyersgewhone of the former partners is the ChairmaruofGompany. All transactions are
recorded at their exchange amounts.

In March 2004, we announced the selectfdQuintiles Transnational Corp., a global pharmaicaliservices organization, as the clinical
research organization ("CRQ") for our clinical lsign the U.S. and Europe. In addition, the invesitdivision of this CRO, Qfinance, Inc., is
an investor in our Series A, B and C Preferred I5tBaring the year ended December 31, 2006, Qfiealmc. converted 50, 100 and 109
shares respectively, of our Series A, B and C PrexdeStock into a total of 725,788 of our commoarsk. Total clinical trial expenses paid to
Quintiles Transnational Corp. for the years endeddbnber 31, 2007, 2006, and 2005, were $22,534, B8 and $3.5 million, respectively.

15. Supplemental Disclosures of Cash Flow Informatn

Year ended Year ended Year ended
December 31, December 31, December 31,
2007 2006 2005

Supplemental schedule of financing activiti
Conversion of minority interest into common stt $ 5,349,99! $ — $ —
Imputed dividends on preferred stc $ — 3 1,851,051 $ 10,271,88
Common stock issued in connection with declaredidivds or
preferred stocl $ — $ 22,26 $ 179,90(
Cashless exercise of warra $ 38 % — 3 43
Conversions of preferred stock to common st $ 961 $ 1,76¢ $ 3,94¢
Issuance of series D preferred stock for Inovioas§uisition $ — % — % 7,904,49.
Issuance of common stock for patents and othets $ — $ 128,92 $ —
Issuance of common stock in exchange for sharehalute receivabl $ — 3 86,03( $ —
Leasehold improvements financed by land! $ 92,48t $ 172,05 $ —
Investment received in exchange for licensing agerg $ — 3 125,000 $ —
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In January 2005, the Company acquired méss for purposes of utilizing Inovio AS's electooption for gene therapy and DNA vacci
as a complement to the Company's existing electation therapy program. The acquisition expandeddbmpany's intellectual property in
electroporation and expanded its number of agretenweith pharmaceutical companies. The Company'siegd|in-process research and
development consists of a prototype of a pulsegeimg instrument and pulse applicator (the "Tedbgy Platform™) acquired in connection
with the acquisition of Inovio AS.

At the time of the acquisition of Inovio Athe Technology Platform acquired had not yetledeconomic viability and required an
estimated additional $3.0 million investment togwoe a product capable of being mass-produceché&urior to generating market sales, the
Technology Platform would be required to go throgfhical trials with each drug, DNA vaccine, omgewith which it would be partnered. As
of the date of acquisition, clinical trials had @oimmenced for any combination of a specific paylaad the Technology Platform.

Given the fact that the Technology Platfévad no alternative future use, the costs assakvaith producing a product capable of being
mass-produced, and the requirements for FDA appmia to generating any market sales, we deteeghithe future expense levels to be
significant and margins using a discounted cash fteethod to be insignificant. Therefore, the Tedbgy Platform was classified as IPR&D
upon acquisition and valued using the royalty sgsimethod. Under this method, the value of therteldyy is a function of the projected
revenues attributable to the products utilizingdkset, the royalty rate that would hypotheticeycharged by a licensor of the technology to a
licensee and an appropriate discount rate to tetfecinherent risk of the projected cash flows.

Royalty Rate

To determine an appropriate royalty ratetfie Technology Platform, we considered factochsas the age of the technology, market
competition, quality, absolute and relative prdfitity, and the prevailing rates for similar profies. Our analysis indicated an appropriate
pretax royalty rate of 10 percent. This royaltyeratas based on an analysis of royalty rates paisificilar drug delivery technologies.

Cost to Complete

As previously mentioned, an additional $3ilion would be required in order to complete ffechnology Platform. Based on discussi
with Inovio AS's management, it was estimated thigt$3.0 million would be spent during the nexethyears.

Discount Rate

The discount rate utilized for the Sect®7 tax benefit calculation was based on the pesdeaiisk associated with the technology
platform. In developing a discount rate for thehrsaogy platform, we applied the acquired companggihted average cost of capital of
43 percent.

The major risks and uncertainties assodiai¢h the timely and successful completion of Treehnology Platform include both the ability
to confirm its safety and efficacy based on dat@ioled from clinical trials and the ability to olstanecessary regulatory approvals.
Additionally, the major risks and uncertaintieslute the ability to successfully complete the Textbgy Platform within the
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estimated costs. The above assumptions were prepalaly for the purposes of estimating fair valagthese items as of the date of their
acquisition. No assurance can be given that thenlyidg assumptions used to forecast the cash ftovike timely and successful completion
of such projects will materialize, as estimated. these reasons, among others, actual results argysignificantly from the estimated results.

The acquired IPR&D is still being develogedthe future economic viability contemplatedfa time of acquisition. We are concurrently
conducting Phase | and pre-clinical trials using Technology Platform acquired, and we have entetec:ertain significant licensing
agreements for use of this acquired technology.

Under the terms of the transaction, we &eduhe entire share capital of Inovio for an aggte purchase price of $10.9 million;
$3.0 million of the purchase price consisted ohcasd $7.9 million consisted of shares of our SebieConvertible Preferred Stock, par value
$0.001 per share, net of transaction costs. Weds$1066,292 shares of the Series D Preferred $table transaction, based on the average
closing price of our common stock as reported enAmerican Stock Exchange during the 30 tradingpmijod immediately preceding the
closing. As of December 31, 2007, 1,852,981 shaifrtfse Series D Preferred Stock had been converted., 852,981 shares of our common
stock.

When valuing the Series D Preferred Steskéd as part of the Acquisition for accountingopsaes, we followed guidance set forth in
SFAS No. 141Business CombinationdJnder SFAS No. 141, the fair value of securitgssied as part of an acquisition should be valwzesed
on the market price of those securities for a neable period before and after the date that thegef the acquisition are agreed to and
announced. For purposes of valuing the Series E2fPeel Stock issued as part of the Acquisition,used an average fair value of $4.02 per
share of Series D Preferred Stock. This averagebassd on the closing prices of the our commorkstaceach of the three days prior to the
Acquisition, the day of Acquisition and the thresyd following the Acquisition.

Those shareholders of Inovio AS who reagisieares of Series D Preferred Stock in the traiosefthe "Series D Holders") will also be
entitled to additional issuances of Series D PreteEtock in the event we achieve certain strategiccommercial milestones, as set forth in
the Stock Purchase Agreement and summarized bdlome of the following milestones were achieved:

. In the event that we received payment commitmehés keast $8.0 million, of which at least $1.0 lroih must be in the form of
upfront payments, through the signing of contrautslving Inovio AS' technology through Septemb8r 3006, we were
required to issue an additional $2.0 million ofi8eD Preferred Stock to the shareholders of Iné\8("the Second Payment").
The value of each share of Series D Preferred S¢scied in connection with the Second Payment wbaleéd equaled the
average of the closing price of our common stociepsrted on the American Stock Exchange duringthday trading period
immediately preceding the Second Payment date.

. In the event that we received payment commitmehés keast $16.0 million (including the $8.0 million payment commitmen
noted above), of which at least $2.0 million (irdihg the $1.0 million in upfront payments noted &jomust be in the form of
upfront payments, through the signing of contrauislving Inovio AS' technology through Septemb8r 3006, we were
required to issue an additional $1.0 million ofi8eD Preferred Stock to the shareholders of Iné8q("the Third Payment").
The value of each share of Series D Preferred S¢scied
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in connection with the Third Payment would haveagd the average of the closing price of our comstook as reported on
the American Stock Exchange during the 30 day migagieriod immediately preceding the Third Paymexéd

Under the purchase method of accountirgytdtal consideration as shown in the table bel@s allocated to Inovio AS' tangible and
intangible assets and liabilities based on theimeged fair values as of the date of the comptetibthe Acquisition. The total consideration

was as follows:

Fair value of Series D Preferred Stock issue $ 7,904,49.
Cash 3,000,00i!
Transaction cosi 121,51
Total consideratiol $ 11,026,01

|

(@)

There is no market price for the Series D Conviertilreferred Stock, thus the market price of omnmmn stock wa

used in determining the fair value of the SerieGdnvertible Preferred Stock on the basis that shelnes are convertible
into common stock on a one-for-one conversion ratio the dividend, participation and liquidatioghtis of the Series D
Convertible Preferred Stock closely resemble ounrmon stock.

The allocation of the above purchase pgeaes follows:

Fair value of net tangible assets acquired andlitiab assume: $ 487,41
Fair value of identifiable intangible assets aced 7,382,001
Deferred tax liabilitie: (1,134,000
Goodwill 4,290,59.
Total purchase price allocatis $ 11,026,01
I

Inovio AS' results of operations for theipd from the date of acquisition (January 25, 20@Bough December 31, 2005, were include
our consolidated statement of operations for tlee gaded December 31, 2005. Identifiable acquimeghpible assets include in-process
research and development of $3.3 million, and tammible asset related to acquired contracts aetléntual property of approximately
$4.1 million. At the close of the acquisition, wetermined that the acquired contractual relatigrshépresented a valuable asset due to the
expectation of future business opportunities téelveraged from the existing relationship with epahtner. We used the excess earnings
method to value the contractual relationships, ereng the economic returns contributed by the idient tangible and intangible assets of the
acquired company, and then isolating the excessrattributable to contractual relationships. Unitiés method, the value of the contractual
relationship was calculated as a function of:

. an estimated attrition rate of contracts as ofatguisition date

. the expected future operating income generatetidogantracts

. the contributory asset charge that would be pattieaequisite operating assets from operatingnresand

. a discount rate that reflects the level of riskoagsgted with future cash flows attributable to tomtractual relationships.
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16. Inovio AS Acquisition (Continued)

Acquired contracts expected to generatgréutash flows upon the date of acquisition inctlithee acquired contractual relationships and
the acquired Company's customer contracts whicle @epected to generate future market sales. Weprsgettions to determine the base
revenue projections related to the contractuaticglahips as well as the associated expenses.ddteflows generated by the contractual
relationships represented a return on all of tlsetasemployed in the generation of those cash flmwhiding tangible as well as identifiable
intangible assets, consistent with the value aadélative risk of the asset. As part of this asalywe determined individual rates of return
applicable to each acquired asset or asset claggstimated the effective "contributory asset gbato be applied to the cash flows generated
by the acquired contractual relationships. Contdbuasset charges were made for returns relatdgettollowing: working capital, fixed
assets, technology platform and assembled workfémweffective tax rate of 40 percent was appliethe projected cash flows generated by
the acquired contractual relationships. The catedlaontributory asset charge was then appliedd@kxpected future operating income
generated by the surviving contracts to estimateettcess cash flow from the contractual relatiggshind then discounted to present value at a
discount rate that reflected the amount of risloeisdéed with the hypothetical cash flows generaltedaluing the contractual relationships, we
used a discount rate of 43 percent. In accordaitteSFAS No. 142, we determined a useful life famaining contractual relationships of
approximately 18 years. After employing this methed then added the present value of the Secti@riabObenefits to arrive at the indicated
fair value of the contractual relationships, ashef acquisition date of $4.1 million, to be amartiover 18 years.

The $3.3 million assigned to acquired ingass research and development ("IPR&D") was recbas an expense in the consolidated
statement of operations for the year ended DeceBhe2005. We believe that electroporation is dnt@ key enabling technologies to make
vaccines efficacious, practical and cost effectiveomplete electroporation solution consists oééhcomponents: a pulse generating
instrument; a line of pulse applicators; and a Ipag" consisting of a drug, DNA vaccine, or genat thill typically be provided by a third
party, but which is integral to the solution suliedtfor regulatory approval and ultimately marketed sold. At the time of acquisition, the
Company being acquired had a prototype of a pudseigting instrument and pulse applicator (the Hhetogy Platform™); however, this
Technology Platform had not yet reached econonaibility and was estimated to require an additié80 million investment to produce a
product capable of being mass-produced. Furth&n, fir generating market sales the Technology &atfwould be required to go through
clinical trials with each drug, DNA vaccine, or gewith which it would be partnered. As of the dat@cquisition, clinical trials had not start
for any combination of a specific payload and tlieefnhology Platform. The Technology Platform hadalternative future use, there were
significant remaining costs associated with prodg@ product capable of being maseduced, and the requirements for FDA approvarfd
generating any market sales. In addition, we detexdnthat future expense levels were significawt tyat the margins using a discounted cash
flow method were insignificant. Based on these m@rations, the Technology Platform was classiiedPR&D upon acquisition and valued
using the royalty savings method. Under this metlioel value of the technology is a function of pinejected revenues attributable to the
products utilizing the asset, the royalty rate thatld hypothetically be charged by a licensorhaf technology to a licensee, and an approy.
discount rate to reflect the inherent risk of thejgcted cash flows
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16. Inovio AS Acquisition (Continued)

On December 31, 2007, the Company's whmlmed Norwegian subsidiary Inovio AS transferredaia patent and other intellectual
property rights ("IPR") to our wholly owned U.S bsidiary Genetronics Inc. The value assigned teghights was $1.9 million, which was
determined by a valuation specialist in Norway. Rdéirwegian tax gains associated with this transfehe patents and IPR was offset by prior
year tax loss carry forwards. Subsequent to-end, the Company changed the name of Inovio ABdwio Tec AS. Simultaneously, the
Company incorporated a new Norwegian wholly-owngoksgiary under the name Inovio AS, for the purpafserganizing a research effort
directed towards the development of specific camaecine candidates. The Company expects fundinthi® program to be about $5.0 milli
over the next several years. In January 2008 ngll@yees, employee agreements, lease agreementixeshdssets were transferred from
Inovio Tec AS to Inovio AS.

17. Quarterly Financial Information (Unaudited and Restated, as indicated)

The following unaudited quarterly financialormation reflects all normal recurring adjustitee which are, in the opinion of managem
necessary for a fair statement of the results@friterim periods. The four quarters for per shigreres may not add for the year because of the
different number of shares outstanding during & yThis quarterly information has been restatedand as of the end of, all quarters of
fiscal 2007 and the fourth quarter of fiscal 2086 previously reported information filed on For®-@, as a result of the restatement of our
financial results as discussed in Note 2. The tesiiloperations for any period are not necessardicative of the results to be
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17. Quarterly Financial Information (Unaudited and Restated, as indicated) (Continued)

expected for any future period. Summarized unaddijtearterly data for the years ended December@17 and 2006, are as follows:

Quarter Ended Quarter Ended Quarter Ended Quarter Ended
December 31, September 30, June 30, March 31,
2007 2007 2007 2007
As restated(1) As restated(1) As restated(1)
Consolidated Statement of Operations:
Revenue:
License fee and milestone payme $ 2,212,85. $ 136,87( $ 209,26 $ 234,48¢
Revenue under collaborative research and
development arrangemer 1,054,03: 265,97( 286,31: 247,99(
Grants and miscellaneous revel 54,85 83,67: — 21,42:
Total revenue 3,321,73! 486,51 495,57 503,90:
Operating Expenses:
Research and developm 1,866,32. 2,335,37! 2,907,83! 2,516,41;
General and administrati\ 3,266,76 3,177,72. 2, 344,55 2,291,16.
Total operating expense: 5,133,08! 5,513,10. 5,252,38 4,807,57.
Loss from operations (1,811,350 (5,026,590 (4,756,811) (4,303,671
Interest incomt 357,51« 405,02: 286,79 223,06¢
Other income 427,90¢ 1,927,06: 727,30: 339,30¢
Net loss (1,025,930 (2,694,50) (3,742,71) (3,741,29)
Imputed and declared dividends on prefe
stock — — (8,249 (15,09

Net loss attributable to common

stockholders (1,025,93) $ (2,694,50) $ (3,750,95) $ (3,756,38)
I I I I

Amounts per common share—basic and

diluted:

Net loss $ 0.02) $ (0.06) $ 0.09 $ (0.10

Imputed and declared dividends on prefe

stock — — — —

Net loss attributable to common
stockholders $ (0.029) $ (0.06) $ (0.09 $ (0.10)

Weighted average number of common shar
basic and dilute 43,812,90 43,699,68 40,674,94 37,694,63

(1) We have restated our previously issued consolid@tadcial statements for the year ended Decembge2@06 and quarterly periods in
2007 to reflect certain accounting reclassificaicas described more fully in Note 2.
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17. Quarterly Financial Information (Unaudited and Restated, as indicated) (Continued)

Quarter Ended Quarter Ended Quarter Ended Quarter Ended
December 31, September 30, June 30, March 31,
2006 2006 2006 2006

As restated(1)

Consolidated Statement of Operations:

Revenue:

License fee and milestone payme $ 810,29 $ 204,69¢ $ 171,06: $ 151,05«
Revenue under collaborative research

development arrangemer 199,48 254,13 232,35 276,23(
Grants and miscellaneous revel 521,88 116,99: 259,27 270,70¢
Total revenue 1,531,661 575,82¢ 662,69( 697,99:
Operating Expenses:

Research and developm 2,701,53. 2,185,93. 1,981,89! 1,640,42!
General and administrati\ 2,623,88! 1,926,62 1,883,52: 1,870,55I
Total operating expense: 5,325,42. 4,112,55! 3,865,411 3,510,97!
Loss from operations (3,793,750 (3,536,730 (3,202,720 (2,812,98)
Interest incomt 230,63¢ 124,39¢ 152,501 174,00°
Other income 310,68 3,451 1,45: 5,11¢
Net loss (3,252,43) (3,408,88) (3,048,770 (2,633,86)
Imputed and declared dividends on prefel

stock (1,867,171 (31,706 (34,429 (72,36%)

Net loss attributable to common
stockholders $ (5,119,60) $ (3,440,58) $ (3,083,19) $ (2,706,22)

Amounts per common sh—basic anc

diluted:

Net loss $ (0.10 $ 0.1)) $ 0.10 $ (0.09)
Imputed and declared dividends on prefel

stock (0.0%) — — —

Net loss attributable to common
stockholders $ (0.15) $ 0.11) $ (0.10) $ (0.0¢

Weighted average number of common sk—
basic and dilute 34,902,99 30,902,64 30,568,36' 29,621,37

1) We have restated our previously issued consolidatedcial statements for the year ended Decembg2@06 and quarterly periods
2007 to reflect certain accounting reclassificaticas described more fully in Note 2.

18. Subsequent Events

The Company's short-term investments iredu$14.1 million and $13.6 million of auction rakcurities issued primarily by
municipalities as of December 31, 2007 and Febr@8ar2008, respectively. In early March 2008, tleenPany was informed that there was
insufficient demand at
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18. Subsequent Events (Continued)

auction (also known as failure to settle) for shite auction rate securities. As a result, thdgected securities are currently not liquid.
However, the Company now earns a higher interéstaiathese specific investments. In the evenCihvapany needs to access the funds that
are in an illiquid state, it will not be able to do without the possible loss of principal, untfléure auction for these investments is successful
or they are redeemed by the issuer or they matarhis time, management has not obtained suffiadsidence to conclude that these
investments are impaired or that they will not btlled in the short term, although the market figse investments is presently uncertain. If we
are unable to sell these securities in the mankttay are not redeemed, then the Company coutddpéred to hold them to maturity. The
Company does not have a need to access thesefturatserational purposes for the foreseeable fufline Company will continue to monitor
and evaluate these investments on an ongoing tmasimpairment or for the need to reclassify togderm investments.
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Exhibit 21.1
INOVIO BIOMEDICAL CORPORATION
Subsidiaries
Subsidiary Name(1) Jurisdiction of Organization
Genetronics, Inc Delaware
Inovio AS Norway
Inovio Asia Pte. Ltd. Singapore

(1) In accordance with Instructions (ii) to Exhibit j2b the Exhibit Table in Item 601 of RegulatiorKSRegistrant has omitted from the
above table one of its subsidiaries because sudttednsubsidiaries, considered in the aggregatesasgle subsidiary, does not
constitute a significant subsidiary of registranifthe end of the year covered by this report.
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by refeeeincthe Registration Statements (Form S-8 Nos:132938, 333-136126, 333-120061, 333-
100077, 333-58168; Form S-3 Nos. 333-140119, 33®83, 333-131332, 333-123619, 333-118187, 333-14,6833-111287, 333-108752
and 333-76738) of Inovio Biomedical Corporation émany related Prospectuses of our reports datatihl2, 2008, with respect to: (1) the
consolidated financial statements of Inovio BionsatliCorporation, and (2) the effectiveness of macontrol over financial reporting of
Inovio Biomedical Corporation, included in this Aral Report (Form 10-K) for the year ended Decen3ig2007.

/s/ Ernst & Young LLF

San Diego, California
March 12, 200¢
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Exhibit 31.1
Certification of CEO Pursuant to
Securities Exchange Act Rules 13a-15(e) and 15d-&p(
as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002
I, Avtar Dhillon, certify that:
1. | have reviewed this annual report on Form 10-Knofvio Biomedical Corporation
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

make the statements made, in light of the circunt&ts under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsatimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;

4, The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%(d internal control over financial reportirag @defined in Exchange Act
Rules 13a-15(f) and 15(d)-15(f)) for the registrantl have:

€) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneszh

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoee with generally accepted accounting principles

(c) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimeiport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting tloatturred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the regisit's internal control over financial reportingpan

5. The registrant's other certifying officer(s) antblve disclosed, based on our most recent evaluatiioernal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(@  All significant deficiencies and material weaknesiethe design or operation of internal contradiofmancial reporting which
are reasonably likely to adversely affect the riegig's ability to record, process, summarize ambrt financial information; ar

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: March 14, 2008 /sl AVTAR DHILLON

Avtar Dhillon
President and Chief Executive Offic
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Certification of CEO Pursuant to Securities ExcleaAgt Rules 13a-15(e) and 15d-15(e) as Adoptedudatgo Section 302 of the Sarbanes-
Oxley Act of 2002
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Exhibit 31.2
Certification of CFO Pursuant to
Securities Exchange Act Rules 13a-15(e) and 15d-&}(
as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002
I, Peter Kies, certify that:
1. | have reviewed this annual report on Form 10-Knofvio Biomedical Corporation;
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

make the statements made, in light of the circunt&ts under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsatimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;

4, The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%(d internal control over financial reportirag @defined in Exchange Act
Rules 13a-15(f) and 15(d)-15(f)) for the registrantl have:

€) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneszh

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoee with generally accepted accounting principles

(c) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimeiport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting tloatturred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the regisit's internal control over financial reportingpan

5. The registrant's other certifying officer(s) antblve disclosed, based on our most recent evaluatiioernal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(@  All significant deficiencies and material weaknesiethe design or operation of internal contradiofmancial reporting which
are reasonably likely to adversely affect the riegig's ability to record, process, summarize ambrt financial information; ar

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's
internal control

Date: March 14, 2008 /sl PETER KIES

Peter Kies
Chief Financial Officel
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Oxley Act of 2002
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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 WimBiomedical Corporation (the "Company") on Fot®K for the year ending December 31,
2007 as filed with the Securities and Exchange Cmsion on the date hereof (the "Report"), eacthefundersigned, in the capacities and on
the date indicated below, hereby certifies, purst@i8 U.S.C. Section 1350, as adopted pursuadéstion 906 of the Sarbanes-Oxley Act of
2002, that to his knowledge:

(1)  The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeof1934; anc

(2)  The information contained in the Report fairly pmets, in all material respects, the financial ctadiand results of operations
of the Company.

March 14, 2008

/sl AVTAR DHILLON

Avtar Dhillon
President and Chief Executive Officer
(Principal Executive Officer

/sl PETER KIES

Peter Kies
Chief Financial Officer
(Principal Financial and Accounting Office
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