cgennix

In sight

Annual Report 2010




Key Figures

€ in thousands (except %s and share data) 2010 2009
IFRS

Financial performance

Revenues 153 7,746
R&D expenses 29,360 6,719
R&D of total operating expenses (%) 75 29
Administrative expenses 9,982 13,141
Net loss before tax (36,493) (13,079)
Income tax benefit 9,491 1,141
Net loss (27,002) (11,938)
Cash flow

Net cash used in operating activities (33,786) (21,355)
Cash used in purchase of property, equipment and intangibles (727) (13)
Net cash burn! (34,513) (21,368)
Net cash used in investing activities (30,876) (12,722)
Net cash provided by financing activities 101,969 13,248
Balance sheet data

Cash, cash equivalents, other current financial assets and restricted cash 79,300 11,502
Intangible assets? 99,466 91,881
Total assets 186,057 109,640
Shareholders’ equity 152,792 86,582
Equity ratio3 (%) 82 79
Share data

Loss per share (basic and diluted)* (€) (1.07) (1.31)
Dividends

Number of shares issued and outstanding as of December 31 41,884,000 18,705,000
Weighted average number of shares outstanding 25,246,000 9,138,000
Additional information

Employees as of December 31 56 60
(1) Cash flow from operating activities plus cash used in purchase of property, (4) Based on the weighted average number of shares outstanding.

equipment and intangibles. “S” amounts throughout the Annual Report refer to U.S. dollars.
(2) Mainly related to talactoferrin

(3) Total equity/total assets
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In sight » We are focused on developing novel therapies that have
the potential to substantially improve the length and quality of life of

critically ill patients in areas of major unmet medical need.

Achievements 2010

Advancing talactoferrin

Phase Il FORTIS-M Phase |l trial results in Talactoferrin Key data from talactoferrin Company announces plans
registration trial severe sepsis show Phase Il trial data Phase Il trial in severe to initiate Phase II/Il trial
expanded globally talactoferrin also reduces in severe sepsis sepsis presented at Sepsis with talactoferrin in severe

all-cause mortality presented at 2010 International sepsis

compared to placebo American Thoracic Symposium

over longer term at 3 Society International

months and at 6 months. Conference

(JAN . FEB . MAR ’ APR . MAY . JUN ’ JuL . AUG ’ SEP . ocT . NOV . DEC %

Raises € 9.8 million Secures Raises ~ € 76 million Awarded
in private placement € 15 million loan in net proceeds via ~ $490,000
capital increase under U.S. Qualify-
ing Therapeutic
Discovery Project

Strengthening our financial position

Corporate Strategy

Maximize value of oral talactoferrin using existing financial resources:

* Complete Phase Ill FORTIS-M trial in 3r-line+ non-small cell lung cancer
¢ |nitiate and complete Phase Il portion of Phase lI/Ill trial in severe sepsis

e Partner to add value
— License payments, royalties, partner infrastructure, geographic reach

* Prepare for successful market launch

Risk diversification:

e Qut: partner drug programs to access non-dilutive funding and capabilities less suited to a small company
¢ |n: in-license/M&A to broaden product portfolio, grow company




2 Letter to Shareholders

Dear Shareholders,

During 2010, we made steady progress in advancing our
development plans, and we successfully refinanced the
Company, securing what we believe is sufficient funding
to achieve our key near- and mid-term development
goals with our lead program, oral talactoferrin. With the
good progress made during 2010, we are within sight

of key inflection points for our Company, including, im-
portantly, topline data from our first Phase Ill trial with
talactoferrin.

Advancing the development of talactoferrin in two
areas of major unmet medical need

We are developing oral talactoferrin, a novel biologic
therapy, in two areas — cancer and severe sepsis — where
there is an urgent need for better tolerated and more
effective treatments.

Lung cancer, the most advanced indication for talac-
toferrin, is one of the most commonly diagnosed
cancers worldwide and the leading cause of cancer-
related deaths around the world. While there have
been important treatment advances in lung cancer in
recent years, there continues to be a need for new
therapies that are well tolerated by patients and that
can help patients to live longer and better quality lives.

During 2010, we significantly ramped up the talacto-
ferrin FORTIS-M trial, expanding the study globally.
The FORTIS-M trial is evaluating talactoferrin in non-small
cell lung cancer patients whose disease has already
progressed on at least two other therapy regimens. There
are currently very limited treatment options for pa-
tients at this advanced stage of their disease. We are
very pleased with the pace of the FORTIS-M trial
enroliment, which was completed in March 2011.

Severe sepsis represents a second major unmet medical
need for which we are developing talactoferrin. Sepsis
is a serious medical condition involving infection and gene-
ralized inflammation. In severe sepsis, the body’s normal
response to fighting an infection becomes overactive and
can result in damage to vital body organs, leading to
organ failure and, in many cases, to death. Severe sepsis
is a top ten leading cause of death in the U.S. While
major efforts have been undertaken in recent years to
treat this very complex disease early and aggressively,
there has been no new medicine approved to treat
severe sepsis in nearly ten years.

In late 2009, we announced promising results from a
Phase Il trial with talactoferrin in severe sepsis. Those
results were presented at several major medical meet-
ings during 2010 and early 2011. Throughout the year
we met with critical care medicine thought leaders to
gain their insight on the current state of care of severe
sepsis patients and to seek their input and advice on the
further development of talactoferrin in this indication.
We have been gratified by the interest and enthusiasm
these specialists have shown in our plans to move
talactoferrin forward.



»\We are developing oral talactoferrin, a
novel biologic therapy, in two areas —
cancer and severe sepsis — where there
IS an urgent need for better tolerated
and more effective treatments.«

Rajesh Malik, M.D.
Chief Medical Officer

Letter to Shareholders

» During 2010, we successfully re-financed
the Company via several tranches,
culminating in a major offering in the fall
In which we raised approximately

€ 76 million in net proceeds.«

Torsten Hombeck, Ph.D.
Chief Financial Officer
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4 Letter to Shareholders

We also met with regulatory authorities in the U.S. and
Europe during 2010 to discuss further development
plans for talactoferrin in this important indication. With
the insight and ideas we gained from regulators and
key medical opinion leaders, we put together a concrete
plan for the further development of talactoferrin in severe
sepsis. The plan includes a Phase lI/1ll trial in this indi-
cation, and we are preparing to initiate the Phase Il part.

Securing financial resources to reach
important inflection points

To achieve our most significant development goals, a top
priority during 2010 was to re-finance the Company. We
did this successfully via several tranches, culminating in a
major offering in October, despite a difficult environment
in the financial markets. In that rights offering, we raised
approximately € 76 million in net proceeds.

Through the offering process, we gained an increased
awareness that the financial markets could continue
to be a challenging place to raise capital, especially for
a development-stage biotechnology company of our
size and risk profile. While we were able to secure the
amount of funds we had planned to raise and did get
new investors in the stock, the vast majority of the money
was secured through the strong commitment of our
largest existing shareholder.

So, we took a hard look at our plans and priorities to see
if changes should be made to make the best possible
use of our current financial resources. In so doing, we
made the decision to defer further investment in certain
projects and programs at this time, including our earlier
stage compound, RGB-286638, in order to maximize
the chances for success with oral talactoferrin without the
need to raise further funds. Using our existing financial
resources, we now expect to be able to get not only to
the next major milestone with talactoferrin, namely
Phase Ill data in lung cancer, but also to a data readout
of the Phase Il portion of the Phase II/Ill trial with
talactoferrin in severe sepsis.

Looking forward

The year 2011 promises to be a busy one for Agennix as
we plan to initiate the next clinical trial with talactoferrin
in severe sepsis and as we get closer to Phase lll data in
non-small cell lung cancer.

We will continue to work to raise awareness about talacto-
ferrin in the medical community and expect that data
from our Phase Il trials and other work with talactoferrin
will be presented at medical conferences and published
in medical journals during the year. We continue to ac-
tively pursue partnerships for talactoferrin, and this re-
mains an important corporate priority. However, as we
approach major data readouts with talactoferrin, we
may decide to partner after that point as we believe that,
if we are able to repeat the study results we have seen
in our Phase Il trials, the economics of a potential part-
nership are likely to be much more beneficial to our
Company than if that partnership is formed based only
on the existing, albeit promising, Phase Il data.



In closing, we would like to warmly thank Friedrich von
Bohlen for serving as the Company'’s interim Chief
Executive Officer during our first 16 months as a com-
pany. We are very grateful for the insight and experience
he provided during that critical time for Agennix.

We would like to thank you, our shareholders, for your
continued support, our employees for their efforts and
dedication, and the doctors, patients and their families
who participate in our clinical trials for their contributions
to finding new safe and effective treatments for life-
threatening diseases.

Sincerely,
Torsten Hombeck, Ph.D. Rajesh Malik, M.D.

Chief Financial Officer Chief Medical Officer

Letter to Shareholders
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6 Drug Development

Drug Development

Focused on developing novel therapies that have the potential to substantially
improve the length and quality of life of critically ill patients in areas of major
unmet medical need.

Agennix is developing potential treatments for diseases to treat cancer and severe sepsis, a condition with
where there is an urgent need for safer and more effective significant mortality marked by severe inflammation in
therapies. The Company is currently focused on therapies response to a serious infection.



Clinical Development Pipeline

Drug Development

Drug and Indication Status

Clinical Phase

Oral Talactoferrin

3"-line+ non-small cell

lung cancer Phase lll trial enrollment completed

15t-line non-small cell
lung cancer

Phase lll trial ongoing at limited U.S. sites

Severe sepsis Phase Il trial completed

Phase II/11l trial being planned

Other Programs

Topical talactoferrin
Diabetic foot ulcers

Phase lla trial completed
Future focus on partnering

RRGB-286638
multi-targeted kinase inhibitor
Cancer Phase | solid tumors trial ongoing

>

Oral Talactoferrin

Lung cancer - leading cause of cancer
deaths worldwide

Lung cancer is one of the most commonly diagnosed
cancers worldwide and is the leading cause of cancer-
related deaths around the globe. In the U.S., more peo-
ple die of lung cancer than of colon, breast and prostate
cancers combined. It is estimated that there were over
222,000 new cases of lung cancer in the U.S. in 2010
and over 157,000 deaths due to this disease. Recent
statistics estimate that over 287,000 people in the Euro-
pean Union (EU) were diagnosed with lung cancer in
2008, and approximately 252,000 people in the EU died
from this disease. According to the American Cancer
Society, non-small cell lung cancer (NSCLC) accounts for
approximately 85% of all newly diagnosed lung cancer
in the U.S. The symptoms of lung cancer usually do not
appear until the disease is already in an advanced stage.
Thus, over 50% of NSCLC cases are already metastatic
and not curable at the time of diagnosis.

Fortunately for patients and doctors, there is extensive
development work ongoing to bring more effective and
less toxic therapies to the market, and several new treat-
ments have been approved in recent years. A number of
treatments have been approved to treat patients in the
first-line setting (i.e., patients who have not yet been treat-
ed with chemotherapy or other cancer drugs for their
disease). However, some of these therapies only treat a
subset of patients, while others have serious side ef-
fects and may not be tolerated by a number of patients.
Additionally, there are still very few treatment options
for patients whose disease has progressed following two
or more prior therapies, the first indication for which
oral talactoferrin is being developed.

Despite advances in treatment, NSCLC continues to
be a major area of unmet medical need around the
world. The five-year survival rate in the U.S. for lung
cancer is only about 16 %. While that rate has improved
over time from 13% in the 1975-1977 and 1984-1986
periods to 16 % for the 1999-2005 period), lung cancer
remains one of the cancer types with the worst prognosis.
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8 Drug Development

The global market for NSCLC is forecast to grow to be-
tween $7 billion and $13 billion by 2015, driven both by
increased incidence of disease as well as improved treat-
ments. Indeed, several newer so-called targeted therapies
approved to treat NSCLC, such as Avastin® (bevaci-
zumab), Alimta® (pemetrexed) and Tarceva® (erlotinib),
have achieved blockbuster status (annual sales of greater
than $1 billion), even though they are approved to treat
only subgroups of the NSCLC patient population.

Avastin® is a registered trademark of Genentech BioOncology, Inc.
Alimta® is a registered trademark of Eli Lilly and Company.
Tarceva® is a registered trademark of OSI Pharmaceuticals, Inc.

caennit

FORTIS-M '
LF-0207

Enroliment completed in talactoferrin Phase Ill
FORTIS-M trial

During 2010, enroliment was expanded globally in the
Company's Phase Ill FORTIS-M trial evaluating talactofer-
rin for the treatment of NSCLC. Enrollment in this trial
was completed in March 2011.

The FORTIS-M trial is a randomized, double-blind, placebo-
controlled study evaluating talactoferrin plus best sup-
portive care compared to placebo plus best supportive
care in patients with NSCLC whose disease has pro-
gressed following two or more prior treatment regimens.
The trial is a global study involving over 160 sites in
North America, Europe and Asia/Pacific.

What is Talactoferrin?

The Company’s lead product candidate, oral
talactoferrin, is a biologic therapy that patients can
drink. It has been shown to impact the immune
system and also has bacteria-fighting properties.
Talactoferrin is a man-made (recombinant) form of
a naturally-occurring human protein, lactoferrin. In
humans, lactoferrin is found in small quantities,
with the highest concentrations occurring in mother’s
milk and colostrum. Lactoferrin plays an important
role in the establishment and functioning of the
body’s immune system.

Talactoferrin has shown activity and a very favorable
safety profile in patients with non-small cell lung
cancer and severe sepsis, and Agennix is currently
developing talactoferrin for both of these important
indications.




The FORTIS-M trial design is based on the results of a
Phase Il randomized, double-blind, placebo-controlled
trial in which talactoferrin demonstrated activity and was
shown to be very well tolerated. The Phase Ill design
also incorporates input from the U.S. Food and Drug
Administration (FDA), the European Medicines Agency
(EMA) and key medical opinion leaders in the cancer field.
The primary endpoint of the trial is overall survival.
Agennix has been granted “Fast Track” designation by the
FDA for this indication. The FDA's Fast Track program is
intended to facilitate the development and expedite the
review of drugs that are intended for the treatment of
a serious or life-threatening condition for which there is no
effective treatment and that demonstrate the potential to
address unmet medical needs for the condition. Agennix
also received scientific advice from the EMA for this trial.

Drug Development 9

Agennix is conducting a second Phase lll trial in NSCLC
(FORTIS-C). The FORTIS-C trial is a randomized, double-
blind, placebo-controlled study evaluating talactoferrin
plus the standard chemotherapy regimen, carboplatin
plus paclitaxel, versus placebo plus the same chemo-
therapy treatment in 1,100 firstline NSCLC patients
(patients who have not yet received chemotherapy to
treat their cancer). The FORTIS-C trial design is based
on the results of a Phase Il randomized, double-blind,
placebo-controlled trial in which talactoferrin showed
activity and was also shown to be very well tolerated by
patients. Currently, FORTIS-C is enrolling patients at

a limited number of sites in the U.S.
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Market Opportunity: 3"-Line+ Non-Small Cell Lung Cancer

Lung cancer is the most frequent cause of
cancer-related death.

Deaths/year
(estimated)

New lung cancer
cases/year (estimated)

u.s.

Very limited options for late-stage
NSCLC patients

>157,0000

No therapies approved specifically
for 31-line+ NSCLC*

Urgent need for

Europe

Tolerability very important in
late-stage patients

effective and well-
’ tolerated options
for the treatment of

late-stage NSCLC

Rising demand due to increasing
1st/2-line treatment

*Tarceva approved for treatment after failure of at least one prior chemotherapy

Severe sepsis — a top 10 leading cause of death
overall in the U.S.

Sepsis is a serious medical condition involving infection
and generalized inflammation. The body’s normal re-
sponse to an infection is to set off a limited chain reaction
to fight the infection. In severe sepsis, this systemic
immune response becomes overactive and can result in
damage to vital body organs, leading to bleeding, organ
failure and, in many cases, to death.

Each year, approximately 750,000 people in the United
States develop severe sepsis, and a similar number of

people are affected in Europe. It is estimated that more
than 30% of people with severe sepsis die annually from
this condition in the U.S. alone, and the U.S. Centers for

Disease Control and Prevention indicates that sepsis is
one of the top ten leading causes of death in the United
States.

Patients suffering from severe sepsis must be hospita-
lized, often in an intensive care unit, and the medical
costs to treat sepsis were estimated in 2001 to be over
$16 billion in the U.S. alone, a number that is believed
to have increased significantly over time.

Major efforts have been undertaken in recent years to
treat severe sepsis early and aggressively. Despite
these efforts, the death rate remains high. Today, severe
sepsis may be treated in a variety of ways, including:
intravenous fluids and medications to maintain normal



blood pressure, antibiotics and other efforts to control
the infection, oxygen, mechanical ventilation, nutritional
support and corticosteroid therapy to treat the inflamma-
tory process.

There is currently only one drug on the market, Xigris®
(drotrecogin alfa activated) that is indicated for the
treatment of severe sepsis. This medication is given
through a 96-hour infusion and is approved only for
adult patients with severe sepsis who are at high risk of
death. Bleeding is the most common serious adverse
reaction for patients receiving this drug.

Given the large number of people affected by sepsis,
the high mortality rate and the lack of available treat-
ments, there is an urgent need for safe and effective
therapies for this life-threatening condition.

Talactoferrin Phase Il severe sepsis results presented
at international medical conferences

Data from a randomized, double-blind, placebo-controlled
Phase Il trial evaluating talactoferrin in severe sepsis were
presented at international medical conferences, including
the American Thoracic Society International Conference,
the Sepsis International Symposium and the 40t Critical
Care Congress of the Society of Critical Care Medicine,

during 2010 and early 2011. The data showed that talac-

toferrin significantly improved 28-day all-cause mortality,
and this effect was sustained over longer time periods of
three and six months. In the study, talactoferrin appeared
to show an effect across a range of patient characteristics,
including APACHE Il score (assessment of the severity of
a patient’s condition), as well as cardiovascular dysfunc-
tion (septic shock) and several types and numbers of
organ dysfunctions, all important ways a doctor can deter-
mine the severity of a patient’s sepsis. Talactoferrin was
also well tolerated in this patient population.

Xigris® is a registered trademark of Eli Lilly and Company

£
L
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Plan to develop talactoferrin further in severe sepsis
following promising Phase Il results

In 2010, Agennix announced its plans to further develop
talactoferrin in severe sepsis, including initiating a
Phase II/Ill trial in this important indication. This Phase Il/
[l trial will have two distinct components. A randomized,
double-blind, placebo-controlled Phase Il portion in ap-
proximately 350 adult patients with severe sepsis will
be conducted prior to initiating the Phase Il portion. The
Phase Il component, which builds on the promising re-

sults seen in the first Phase Il trial conducted by the Com-

pany, is expected to generate additional meaningful
clinical data with talactoferrin in severe sepsis using the
Company’s existing financial resources.

The Phase I/l trial involves one protocol, which is

expected to enable the Phase Il component to quickly
be initiated after completion of the Phase Il portion,

Market Opportunity: Severe Sepsis

assuming results from the Phase Il are positive and con-
sistent with the earlier Phase Il study. Important find-
ings from the Phase Il portion can also be incorporated
into the Phase Il portion of the protocol as appropriate
to maximize the potential for success in Phase Ill. During
2010, Agennix met with regulatory authorities in the
U.S. and Europe. At its meeting, the U.S. FDA strongly
recommended that Agennix conduct two adequate and
well-controlled Phase Ill studies to support a potential
Biologic License Application (BLA) submission for talac-
toferrin in this indication. The planned Phase II/Ill trial in-
corporates the initial Phase lll trial the Company plans to
conduct. The Company expects to review with regulatory
authorities the results of the Phase Il study after they
are available.

Severe sepsis is one of the top 10
leading causes of death in the U.S.

New cases of severe sepsis/year (estimated)
Deaths/year (estimated)

us.

Inadequate current therapy:
* Medical emergency
* Only one drug approved

Urgent healthcare and

~ 750,000

~ 225,000

+ >

economic need for
additional therapies %

in 2001

Huge economic burden:
«>516B spent on sepsis in U.S.

« Believed to have increased
significantly since then

that have a major
impact in severe sepsis




Earlier Stage Programs Contribute
to Pipeline

In addition to oral talactoferrin, Agennix has several
earlier-stage programs in its pipeline. While these are not
the focus of the Company’s development efforts at this
time, they may offer potential for further development
when additional resources are available or provide
partnering opportunities.

Topical talactoferrin — potential in healing
chronic wounds

Agennix has a topical gel formulation of talactoferrin
that may have potential in treating chronic wounds, such
as diabetic foot ulcers. It is estimated that over 350,000
people in the U.S. suffer from diabetic foot ulcers each
year and that over 600,000 patients suffered from the
condition in Europe in 2009. Diabetic foot ulcers are par-
ticularly prone to bacterial infection, which can lead to
more serious complications such as gangrene and ulti-
mately amputation. Fifteen to twenty percent of patients
with diabetic foot ulcers are likely to have an amputation
within five years of getting a foot ulcer. The longer that

a diabetic foot ulcer remains open, the greater the chance
is that it will be infected. Fighting the infection and en-
hancing wound closure is therefore critical to reducing the
probability of these secondary complications.

A clinical trial in diabetic foot ulcers was conducted with
topical talactoferrin, the results of which showed that
talactoferrin appears to have potential in helping to close
wounds. The Company plans to partner this program,
although it may conduct additional clinical work in this
indication to maximize the partnering opportunity and
potential for value and success.

RGB-286638 in Phase | testing for cancer

RGB-286638 is a multi-targeted kinase inhibitor in Phase |
testing for cancer. In a range of preclinical models

of solid and hematological (blood) tumors, RGB-286638
treatment has been shown to result in tumor regression

Drug Development 13

and increased survival. A Phase | trial in advanced solid
tumors is currently underway and preliminary results from
the study were presented in November 2010 at the
EORTC-NCI-AACR conference in Berlin, Germany. The trial
objectives are to determine the maximum tolerated dose
and dose limiting toxicities and to evaluate the pharma-
cokinetic and pharmacodynamic profile of RGB-286638.
RGB-286638 was well tolerated at doses up to 80 mg;
the maximum tolerated dose was exceeded at a dose
level of 160 mg and the 120 mg dose level is currently
enrolling patients. Prolonged disease stabilization was
seen across dose levels.

The Company is seeking one or more international part-
ners for oral talactoferrin, the top priority for partnering
efforts. Agennix is focused on pharmaceutical and large
biotechnology companies with a strong presence in the
area of critical care and/or cancer development and
commercialization. Agennix also plans to seek to broaden
and grow its development pipeline over time through
in-licensing drug candidates and merger and acquisition
opportunities.
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Key Data for Agennix AG Stock 2010

Basic Stock Data

Xetra Share class Ordinary bearer shares (no par value)

Closing price Market segment Regulated Market (Prime Standard)

Year end (December 30) €3.50

High (March 3) € B0 Ticker

Low (November 16) €315 ISIN DEOOOA1A6XX4
WKN A1A 6XX

Volatility (360 days) 45% Frankfurt Stock Exchange AGX

Average daily trading volume 11,068 Bloomberg AGX:GR

Number of shares outstanding (December 31) 41,884,176 Reuters AGXG.DE

Market capitalization (December 31) € 147 million

International Stock Markets

In 2010 the markets in Europe and the U.S. performed
positively overall, with increases in a number of key
indices. The German blue-chip index DAX increased 16 %
in 2010 compared to 2009. The technology index
TecDAX increased 4 %, and the mid-cap index MDAX was
up 35% compared to 2009. In the U.S., the Dow Jones
increased 11 % for the year, and the NASDAQ Composite
increased 17%. The biotechnology sector globally
performed with mixed results in 2010: The sector index
Prime |G Biotechnology of the Deutsche Boerse de-
creased 4%, while the NASDAQ Biotech index was up
15% compared to 2009.

Agennix AG Stock

The shares of Agennix AG closed the year 2010 at

€ 3.50, down 33% compared to 2009. The year’s high
was € 5.55 and the low was € 3.15. During 2010,
Agennix’s share price was highly volatile (360 days,

Designated Sponsors

Close Brothers
Seydler

WestLB

Analysts

Edison Investment Research Limited

Close Brothers Seydler Research AG

WestLB AG

Xetra: 45 %), which is not atypical for development-stage
biotech companies. The average daily trading volume

was 11,068.

Investor Relations Activities

During 2010, Agennix AG provided timely, transparent,
informative and accurate information to its stakeholders.
Investor relations activities continued to focus on increa-
sing awareness of the Company and its lead development
program, oral talactoferrin, in the investment community
as well as in the press. During 2010, the Company par-
ticipated in four investor conferences and conducted
many one-on-one meetings with investors and analysts
both in Europe and the U.S. In early 2010 Agennix en-
gaged two additional research analysts, Edison Investment
Research and Close Brothers Seydler Research. These
two firms, in addition to WestLB, publish research reports
on the Company’s development on a regular basis.



Financing Activities

Agennix took several measures in 2010 to secure contin-
ued funding for the Company.

In March 2010, Agennix raised approximately € 9.8
million in a private placement with existing shareholders.
Agennix sold 1,870,523 shares at € 5.22 per share.

In July 2010, Agennix entered into an agreement with one
of its major shareholders, dievini Hopp BioTech holding

GmbH & Co. KG (dievini), pursuant to which dievini pro-

vided a € 15 million loan to Agennix at an interest rate
of 6% per annum. The loan agreement is unsecured and
is repayable on thirty days’ advance notice.

Most significantly, in October 2010, the Company raised
approximately € 76 million in net proceeds in a capital
increase via participation from both new and existing
shareholders. The execution of the capital increase
was based on a resolution passed at the Company’s
annual general meeting on May 25, 2010 to issue up
to 20,588,705 new shares, which resulted in a total of
41,413,846 shares issued and outstanding after the
capital increase. Subscription rights were granted to the
shareholders. The subscription price was € 3.81 per
share.

In the capital increase, approximately 29% of the
20,588,705 new shares were subscribed in the rights
offering and approximately 71 % of the shares were
purchased by new institutional investors in a private
placement or by dievini under a firm commitment
agreement. The new shares were listed and began
trading on the Frankfurt Stock Exchange on October 5,
2010.

Agennix AG Stock 15

Major Shareholders
as of December 31, 201012

>60%
>10%

Dietmar Hopp?3

Cain Family*

(1) Based on notifications received by the Company pursuant to Sections §15a and
Section 21 et seq. of German Securities Trading Act

(2) Agreed to six months lock-up period following capital increase in October 2010
(3) Directly and through various entities, including dievini

(4) James D. Weaver, Margaret M. Weaver and Mary H. Cain together, directly and
through various trusts and companies owned and/or controlled by them

As a result of their participation in the capital increase,
dievini and certain other persons and legal entities to
whom dievini's share ownership is attributed, acquired
control of the Company in the meaning of Section 29
(2) of the German Takeover Act. However, the German
Federal Financial Supervisory Authority (Bundesanstalt
fuer Finanzdienstleistungsaufsicht) (BaFin) granted an
exemption from the obligations pursuant to Section 35
of the German Takeover Act to publish the acquisition of
control, to provide BaFin an offer document, and to
publish a mandatory tender offer to the other sharehol-
ders of Agennix AG.
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18 Declaration Regarding Company Management / Corporate Governance Report

Declaration Regarding
Company Management /
Corporate Governance Report

Strong Commitment to Corporate Governance

Agennix places great importance on good corporate governance. The Company’s framework for corporate governance is based upon
applicable German law, the German Corporate Governance Code and stock market self-regulation. Essential elements of good corpo-
rate governance include respect for the interests of shareholders, effective cooperation between the Management Board and Supervi-
sory Board, and open and transparent communication.

Declaration of Compliance 2010

Agennix complies with the recommendations of the German Corporate Governance Code with few exceptions. The Management Board
and the Supervisory Board most recently published the compliance declaration pursuant to Section 161 of the German Stock Corpora-
tion Act (hereinafter “AktG") as presented below and made it publicly available on its Web site. The Company will keep previous declara-
tions of conformity with the Code available for viewing on its website for five years.

Declaration of the Management Board and the Supervisory Board of Agennix AG of December 20, 2010 According to Section 161
AktG, regarding the German Corporate Governance Codex in the version as of May 26, 2010

Agennix AG has complied with the recommendations of the “German Corporate Governance Codex” in the version as of May 26,
2010 (the Codex), with the following exceptions:

The Supervisory Board is comprised of members from various countries in which a personal deductible is not common. As a result,
the directors’ and officers’ liability insurance of Agennix AG does not provide for any personal deductible for members of the Super-
visory Board (Code Section 3.8, Para. 2).

The services agreements concluded with two Management Board members provide for payments in the event of early termination
without cause that could exceed the amount of two times the annual salary and, in one case, could compensate for more than the
remaining term of the agreement (Code Section 4.2.3, Para. 4). Because of the short appointment term of only two years, agree-
ment to such payments was viewed as necessary and appropriate.

No success-based compensation has been granted to the Supervisory Board. (Code Section 5.4.6, Para. 2). Insofar as appropriate
criteria for such compensation can be found, it will be considered to propose a success-based compensation to the annual general
meeting for approval.

The Management Board and the Supervisory Board of Agennix AG hereby declare that the recommendations of the “German Corpo-
rate Governance Codex“ in the version of May 26, 2010 are being complied with and have been complied with (but for the afore-
mentioned exceptions) since the last declaration of compliance dated December 2009.

20 December 2010
The Management Board The Supervisory Board

Management and Control Structures

Overview

In accordance with the German Stock Corporation Act, Agennix AG has a dual board system. This is characterized by a strict separa-
tion in personnel between the Management Board as the managing body and the Supervisory Board as the supervising body. The
Management Board and the Supervisory Board work closely together in the interest of the Company.
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Management Board

The Management Board is responsible for the management of the Company. The members of the Management Board are jointly re-
sponsible for management in accordance with applicable law, the Articles of Association and its internal rules of procedure (Geschaft-
sordnung). The Supervisory Board appoints the members of the Management Board. The Supervisory Board can appoint a chairman
and a deputy chairman of the Management Board. The Supervisory Board can also appoint a spokesperson for the Management
Board. The resolutions of the Management Board are adopted by simple majority of the votes of the members of the Management
Board participating in the adoption of the resolution. In the case of a tie vote, a motion will be deemed as rejected. The Supervisory
Board has determined that certain matters of the Management Board require its approval.

The Management Board represents Agennix AG in its dealings with third parties. The Management Board is required to ensure that
adequate risk management and internal monitoring systems exist within the Company to detect risks relating to business activities at
the earliest stage possible.

The Management Board reports regularly to the Supervisory Board about Agennix AG's operations and business strategies and pre-
pares special reports upon request. The Management Board and the Supervisory Board must cooperate closely for the benefit of the
Company. Pursuant to the Articles of Association, the Management Board may consist of one or more members and the Supervisory
Board determines the exact number. In 2010 there were three members of the Management Board: Dr. Friedrich von Bohlen und
Halbach, Dr. Torsten Hombeck and Dr. Rajesh Malik. The appointment of Dr. Friedrich von Bohlen as interim CEO ended on February
28, 2011. Since March 1, 2011, the Management Board consists of two members: Dr. Torsten Hombeck, Chief Financial Officer, and
Dr. Rajesh Malik, Chief Medical Officer. Dr. Torsten Hombeck was appointed as spokesperson for the Management Board. The Com-
pany is legally represented by two members of the Management Board or by one member of the Management Board together with a
procurist. If only one member of the Management Board is appointed, then he represents the Company alone. The Supervisory Board
may grant power of sole representation to one or several members of the Management Board. The Supervisory Board can release
individual or all members of the Management Board from the prohibition on multiple representation of Section 181 2. Alt. Civil Code.
The Company has currently granted no general commercial power of attorney.

A member of the Management Board may be removed by the Supervisory Board prior to the expiration of that member’s term only for
cause in accordance with the German Stock Corporation Act.

A member of the Management Board may not participate in votes on matters relating to certain contractual agreements between such
member and Agennix AG and may be liable to Agennix AG if such member has a material interest in any contractual agreement be-
tween Agennix AG and a third party which was not disclosed to and approved by the Supervisory Board. Further, as the compensation
of the Management Board members is set by the Supervisory Board, Management Board members are unable to vote on their own
compensation.

Supervisory Board

The Supervisory Board appoints, supervises and advises the Management Board and is directly involved in decisions of fundamental
importance for the Company. In order to ensure that the comprehensive monitoring functions of the Supervisory Board are carried out
properly, the Management Board must, among other requirements, regularly report to the Supervisory Board on current business
operations and future business planning (including financial, investment and personnel planning). The Supervisory Board represents
Agennix AG in connection with transactions between a member of the Management Board and Agennix AG. The Supervisory Board may
at any time request special reports regarding the affairs of the Company, the legal or business relations of Agennix AG and its subsidi-
ary or the affairs of its subsidiary to the extent that the affairs of such subsidiary may have a significant impact on Agennix AG.

Meetings of the Supervisory Board generally should be held once each calendar quarter. At least two meetings must be held in the
calendar half year. Meetings of the Supervisory Board are convened in writing, by fax or by e-mail by the chairman of the Supervisory
Board with two weeks' notice, not counting the day on which the invitation is sent nor the meeting day. The chairman shall determine
the form of the meeting. In urgent cases, the chairman may appropriately shorten this period and convene the meeting orally, by
telephone, or by other customary means of telecommunication.

Unless otherwise required by law, resolutions of the Supervisory Board are adopted by simple majority of the votes cast. Abstention
does not count as voting. A relative majority is sufficient in elections. The Supervisory Board has issued its own rules of procedure.

The Company’s Supervisory Board consists of six members, who can be elected and removed by the annual general meeting. Effective
as of February 14, 2011, Alan Feinsilver replaced Dr. Robert van Leen in the Supervisory Board. Dr. van Leen resigned from the Su-
pervisory Board in November 2010. Alan Feinsilver was already named as a successor (replacement member) for Dr. van Leen at the
time of the completion of the merger of GPC Biotech AG into Agennix AG. Prof. Dr. Jiirgen Drews resigned from the Supervisory Board
effective as of March 18, 2011. Effective as of his resignation, Dr. Friedrich von Bohlen und Halbach joined the Supervisory Board as
the replacement member for Prof. Dr. Jirgen Drews.
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Supervisory Board Committees
To increase the efficiency of the work of the Supervisory Board and the handling of complex matters, certain committees have been
created in accordance with the Articles of Association of Agennix AG and the internal rules of procedure of the Supervisory Board.

The Board Committees may, to the extent legally possible, also be charged with decision-making powers. The Supervisory Board may,
at its discretion, establish, permanently or temporarily, other committees and give them decision-making powers. The composition,
powers and procedures of the committees are established by the Supervisory Board.

The Supervisory Board has established the committees described below.

Audit Committee
The Audit Committee is directly responsible for:

e overseeing external accounting and risk management matters;
e ensuring the independence of the external auditors;

¢ determining the scope of the external audit and engaging the external auditors as elected by the shareholders at annual general
shareholders’ meetings;

e determining specific key aspects of the external audit and the compensation of the external auditors; and

e communicating with the external auditors on a regular basis.

Compensation Committee

The Compensation Committee reviews and approves the compensation policies and programs, including stock option programs and
similar incentive-based compensation. It is also responsible for reviewing and approving the compensation paid to the members of the
Management Board and overseeing ongoing personnel matters of the members of the Management Board, including their membership
on the boards of other companies.

Nominations Committee
The Nominations Committee is directly responsible for:

e proposing suitable candidates to the Supervisory Board for recommendation to the general shareholders’ meeting.

e ensuring that the Supervisory Board, at all times, is composed of members who, as a whole, have the required knowledge, abilities
and experience to properly complete their tasks and are sufficiently independent.

Terms and Committee Membership of Members of the Supervisory Board (2010)

Membership in Supervisory Board Committees

Year End of Audit Compensation Nominations

first elected Term (*) Committee Committee Committee
Christof Hettich, L.L.D. (Chairman) 2009 2014 X Chairman X
Frank Young, M.D. Ph.D. (Vice Chairman) 2009 2014 X
Jiirgen Drews, M.D., Ph.D. (**) 2009 2014 X X
Bernd R. Seizinger, M.D., Ph.D. 2009 2014 X
Robert W. van Leen, Ph.D. (***) 2009 2014
James D. Weaver Il 2009 2014 Chairman Chairman

(*)  Term ends upon the adjournment of the Annual General Meeting held in the year indicated.

(**) In the first quarter of 2011, Prof. Dr. Jirgen Drews resigned from the Supervisory Board. Effective as of March 19, 2011, Dr. Friedrich von Bohlen und Halbach succeeded
Prof. Dr. Jiirgen Drews.

(***) In the fourth quarter of 2010, Dr. Robert van Leen resigned from the Supervisory Board. Effective as of February 14, 2011, Alan Feinsilver succeeded Dr. Robert van Leen.

Composition of Supervisory Board

In order to ensure that the Supervisory Board can effectively serve the needs and interests of the Company, the Supervisory Board has
incorporated a new paragraph in its Rules of Procedure indicating that the Supervisory Board should be comprised of members with
relevant experience in the pharmaceutical or biotech industries, finance, or corporate law. Due to the transatlantic operations of the
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Company, relevant business experience in Europe or the United States is also an important attribute of members of the Supervisory
Board. In addition, in selecting new or additional candidates for membership on the Supervisory Board, preference shall be given to
qualified candidates with no potential conflicts of interest with the Company. The selection process shall also have a goal of increasing
the diversity of the Supervisory Board, including an appropriate representation of women. Since the Supervisory Board Members
elected in October 2009, including the replacement members, still have several years remaining in office, the Supervisory Board does
not feel that it is currently in the position to implement goals for the composition of the Supervisory Board.

Compensation Report

Compensation of the Management Board

The compensation of the Management Board is set by the Supervisory Board. The compensation system provides for compensation
that is appropriate for the responsibilities and duties of the Management Board members as well as the situation of the Company. In
addition to personal performance, the business environment and the success of the Company is taken into account.

The compensation of the Management Board is comprised of the following:

1. A fixed salary
2. A variable bonus
3. Stock options
4. Other income

With regard to 1:
The fixed salary is paid in 12 equal monthly installments.

With regard to 2:

The variable bonus is determined based on individual performance and the responsibility of the Management Board member. The
setting of the variable bonus lies within the dutiful discretion of the Supervisory Board. If a Management Board member resigns during
the course of a calendar year, the Supervisory Board will take into account the performance of the Management Board member up
until the time of his resignation.

With regard to 3:

The members of the Management Board are also granted stock options. Pursuant to the existing stock option plans, the stock options
can first be exercised after expiration of a waiting period, which is based on the minimum legal waiting period, but a maximum four
years. The exercise of the stock options is possible, if the closing price of the Company’s stock during a comparison time period
(namely between issuance of the stock options and the point in time that is four weeks before exercise) develops better than the
TecDAX stock index of the Frankfurt Stock Exchange. The exercise price for the stock options is the average of the closing prices of
the Company’s stock in electronic trading on the Frankfurt Stock Exchange (XETRA® or a comparable successor system) during the
last five trading days before the grant of the options, but at least the nominal value of one share of the Company.

With regard to 4:
Included in the other compensation are contributions of the Company to a defined contribution plan and household allowances.

The total cash compensation of the Management Board amounted to EUR 859,284 and was comprised of the following:

Total Cash Compensation of the Management Board of Agennix AG (2010)

In EUR Salary Bonus Other Compensation (*)
Dr. Friedrich von Bohlen und Halbach (**) 240,000 0 0
Dr. Torsten Hombeck 274,651 39,885 12,846
Dr. Rajesh Malik 259,843 0 32,059

774,494 39,885 44,905

(*)  Other compensation represents employer contributions to a defined contribution plan and household allowances.
(**) Term as interim Chief Executive Officer expired February 28, 2011.

On May 31, 2010, the Company granted 264,292 share options to members of the Management Board. Fair value of the options at
the date of grant was estimated at € 3.04 per option.
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Compensation of the Members of the Supervisory Board

Section 4.7.1 of the Articles of Association of Agennix AG provides that the chairman of the Supervisory Board receives an annual
remuneration of € 20,000, the deputy chairman of the Supervisory Board receives an annual remuneration of € 15,000, and each of
the other members of the Supervisory Board receives an annual remuneration of € 10,000, in each case plus expenses and VAT, if
applicable.

For the function as chairman in one or several committees, the members of the Supervisory Board receive an additional annual remu-
neration of € 5,000, and for the function as member in one or several committees the members of the Supervisory Board receive an
additional annual remuneration of € 2,500, in each case plus VAT, if applicable.

Notwithstanding this provision, the chairman of the audit committee will receive an additional annual remuneration of € 10,000, and
members of the audit committee will receive an additional annual remuneration of € 5,000. The members of the Supervisory Board
who are a member of the audit committee will not receive an additional remuneration for the work in other committees.

The total compensation of the Supervisory Board amounted to EUR 99,167 and is comprised of the following:

Total Compensation of the Supervisory Board of Agennix AG (2010)

Period Compensation

Dr. Christof Hettich 2010 25,000
Dr. Frank E. Young 2010 17,500
Prof. Dr. Jiirgen Drews (*) 2010 12,500
Dr. Bernd R. Seizinger 2010 15,000
Dr. Robert W. van Leen (**) 2010 9,167
James D. Weaver Il 2010 20,000
99,167

(*)  Inthe first quarter of 2011, Prof. Dr. Jirgen Drews resigned from the Supervisory Board. Effective as of March 19, 2011, Dr. Friedrich von Bohlen und Halbach succeeded
Prof. Dr. Jirgen Drews.
(**) In the fourth quarter of 2010, Dr. Robert van Leen resigned from the Supervisory Board. Effective as of February 14, 2011, Alan Feinsilver succeeded Dr. Robert van Leen.

Annual General Meeting

Agennix AG shareholders exercise their voting rights at the Annual General Meeting (AGM), convened at least once a year. The AGM
makes decisions on all statutory matters that are binding on all shareholders and the Company. For voting on resolutions, each share
confers one vote.

All shareholders registering in due course are entitled to participate in the AGM. Agennix AG offers shareholders access to key parts of
the event after the AGM via webcast. The Company also encourages non-attendees to exercise their voting rights by arranging inde-
pendent proxies who are bound by the shareholders' instructions. Shareholders may also authorize a person of their choice to repre-
sent them in the meeting.

The invitation to the AGM and the reports and information required for voting are published in accordance with the German Stock
Corporation Act and provided in German and English on Agennix’s Web site (www.agennix.com) in the Investor Relations section.

Risk Management System

Agennix has implemented a risk management system that is an integral component of the management tools used to identify risk
areas that could potentially harm the continuity and growth of the Company’s business. For a detailed discussion of this risk manage-
ment system, please see the Management Report.
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Accounting and Auditing

Agennix AG provides financial and business information to its shareholders and other interested parties on a regular basis by publishing
its annual consolidated financial statements and quarterly reports. As an incorporated company whose registered seat is located within
the European Union, Agennix AG must prepare and publish consolidated financial statements in accordance with the International
Financial Reporting Standards (IFRS) and also follow Section 315a HGB (German Commercial Code). The consolidated financial state-
ments of the Agennix Group and the financial statements of Agennix AG are audited by an audit firm and approved by the Supervisory
Board. The audit firm is elected by the shareholders at the AGM and commissioned by the Supervisory Board. The audit firm partici-
pates in the Audit Committee’s and the Supervisory Board's deliberations on the financial statements and reports the most significant
results of its audit. The Audit Committee uses this information as a guideline for its own evaluation of the statements and reports.

The financial statements and the Management Report for Agennix AG for the year 2010, as well as the consolidated financial state-
ments and Management Report of the Agennix Group, were audited by Ernst & Young GmbH Wirtschaftspriifungsgesellschaft, Munich.
The auditors issued unqualified audit opinions. These audits also covered risk management and compliance with reporting require-
ments concerning corporate governance pursuant to section 161 of the German Stock Corporation Act. The Supervisory Board also
approved the financial statements and confirmed the consolidated financial statements for the year 2010.

Transparency

Agennix is in compliance with the requirements of the transparency guidelines of the Corporate Governance Code. The Company
publishes all important documents on its Web site (www.agennix.com) to ensure that all market participants have equal access to
comprehensive and timely information concerning the Company’s business and financial situation. The majority of this information is
available in German and English, including annual and interim reports, ad hoc releases, transactions requiring disclosure (e.g., direc-
tors’ dealings), corporate governance information and the declaration of compliance. The Company'’s financial calendar lists the dates
on which financial reports will be released. Agennix holds conference calls for analysts and investors in connection with its earnings
reporting or from time to time in the event of major Company news, and these calls are accessible to all via telephone or webcast.
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Supervisory Board Report

In its first full year as a combined company, Agennix AG made solid progress in advancing the development of its lead product candi-
date, oral talactoferrin, as well as in significantly strengthening its financial position. During 2010 patient recruitment in the FORTIS-M
trial in non-small cell lung cancer expanded globally, and enrollment was completed in March 2011. Additionally, the Company an-
nounced longer term mortality results from its Phase Il trial with talatoferrin in severe sepsis and presented data from the trial at im-
portant medical meetings. Agennix also announced its plans for the further development of talactoferrin in severe sepsis and antici-
pates to initiate the Phase Il portion of a Phase Il/Ill trial in the second quarter of 2011. Importantly the Company netted proceeds of
approximately € 76 million via a rights offering in October 2010. Agennix believes it now has sufficient funding to get to top-ine data in
the FORTIS-M trial and to complete the Phase Il portion of the planned Phase I/l trial with talactoferrin in severe sepsis, two important
milestones for the Company.

Meetings of the Supervisory Board

During 2010 the Supervisory Board held eleven meetings, four of which were in person. At these meetings, there was discussion inter
alia regarding the Company'’s clinical and business development activities, in particular with regard to talactoferrin. During 2010, the
Supervisory Board also dedicated a significant amount of time to the financing plans and activities of the Company, including the rights
offering completed in October 2010. In addition, the Supervisory Board supervised the Management Board in its management of the
Company and advised the Management Board in discussions about issues related to the management of the Company. The Chairman
of the Supervisory Board was in frequent contact with the members of the Management Board as well as the other members of the
Supervisory Board. The Management Board kept the Supervisory Board updated on the Company’s financial position and planning and
its business activities.

The Supervisory Board recognized the partnership of the Chairman, Dr. Christof Hettich, in the law firm Rittershaus, which provides
legal services to Agennix AG, as a potential conflict of interest. Insofar as the activity of Rittershaus was the subject of discussions of
the Supervisory Board, the Chairman did not participate in these or in any voting. The Supervisory Board identified the consulting
activities of Dr. Frank Young, Vice Chairman, as an additional potential conflict of interest. Dr. Young is advising the Company on regu-
latory matters. Insofar as the activity of Dr. Young was the subject of discussions of the Supervisory Board, the Vice Chairman did not
participate in these or in any voting.

Committees

During 2010, the Supervisory Board had three committees: the Audit Committee, the Compensation Committee and the Nominations
Committee. The Audit Committee met two times during 2010. The Committee’s activities included discussion of annual financial state-
ments with the Company’s auditors before the statements were submitted to the Supervisory Board for approval, quarterly interim
reports, audit fees and other topics. There were no meetings of the Compensation Committee or the Nominations Committee.

2010 Financial Statements

The financial statements of the Company according to the German Commercial Code (HGB) were audited by Ernst & Young GmbH
Wirtschaftspriifungsgesellschaft, Munich, and approved with an unqualified audit opinion. Ernst & Young GmbH was elected as auditor
by resolution of the Shareholders’ Meeting of Agennix AG on May 25, 2010. The result of the audit of these financial statements is
explained in the Independent Auditors’ Report. The consolidated financial statements according to IFRS, the group management report
and additional disclosure requirements according to § 315a HGB were also audited by Ernst & Young GmbH, who provided an unquali-
fied audit opinion.

The Supervisory Board reviewed all financial statements of the Company and the audit reports issued by Ernst & Young GmbH. The
Company’s auditors participated in the meeting of the Audit Committee on March 9, 2011, as well as in the meeting of the Supervisory
Board on March 15, 2011, during which the review of the Company’s financial statements took place. In these meetings, the Supervi-
sory Board discussed the reports of the independent auditors and the individual and consolidated financial statements as well as the
management report and the group management report. The auditors reported on the focal points of the audit and the audit results,
taking into consideration accounting-related internal controls and risk management and the auditor’'s independence. In addition, the
auditor answered questions of the Supervisory Board and was available for additional questions and information.
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After its final review of the audit of the 2010 annual financial statements, the consolidated financial statements, the management
report, the group management report and the audit reports, the Supervisory Board agreed with the results of the audit by the auditor.
The Supervisory Board approved the annual financial statements and consolidated financial statements at its meeting on March 15, 2011.

Report on Relations to Affiliated Enterprises

Pursuant to § 312 of the German Stock Corporation Law, the Management Board of Agennix AG prepared a Report on Relations to
Affiliated Enterprises (Dependency Report) and provided it thereafter to the Supervisory Board.

The Dependency Report was audited by the Company’s auditors, who provided the following unqualified audit opinion:

“Following our dutiful review and evaluation, we confirm that:

1. The information contained in the Report is accurate; and
2. The consideration paid by the Company in the transactions listed in the Report was not unreasonably high.

Munich, March 15, 2011

Ernst & Young GmbH
Wirtschaftspriifungsgesellschaft

Gallowsky Farber
Auditor Auditor”

The Dependency Report of the Management Board and the audit report of the auditor regarding the dependency report were provided
to the members of the Supervisory Board and were reviewed and discussed by the Board in detail in its meeting of March 15, 2011.
A representative of the auditing firm also participated and reported to the Supervisory Board in detail regarding the material results of
the audit. In addition, the representative answered questions of the Supervisory Board and remained available for additional questions
and information. The Supervisory Board approved the result of the audit of the Dependency Report by Ernst & Young
Wirtschaftspriifungsgesellschaft, and no objections were raised.

After its own review, the Supervisory Board also had no objections to the Dependency Report.

Following completion of its review, no objections were raised to the statement of the Management Board at the end of the Dependency
Report.

Expression of Thanks

The Supervisory Board would like to thank Dr. Robert van Leen, who resigned from the Supervisory Board in the fourth quarter of
2010, as well as Prof. Dr. Drews who resigned in the first quarter of 2011, for their service to Agennix AG.

The Supervisory Board is pleased to welcome Mr. Alan Feinsilver and Dr. Friedrich von Bohlen und Halbach as new members.

The Supervisory Board also would like to thank the Management Board and Agennix employees for their continued efforts and dedication.

Heidelberg, March 25, 2011

PPN

Dr. Christof Hettich, Chairman
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Independent Auditors Report

We have audited the consolidated financial statements prepared by Agennix AG, Heidelberg, comprising the consolidated statement of
operations, the consolidated statement of comprehensive income (loss), the consolidated statement of financial position, the consoli-
dated statement of cash flows, the consolidated statement of changes in equity and the notes to the consolidated financial statements,
together with the group management report for the fiscal year from January 1, 2010 to December 31, 2010. The preparation of the
consolidated financial statements and the group management report in accordance with IFRSs as adopted by the EU, and the addi-
tional requirements of German commercial law pursuant to Sec. 315a (1) HGB ['Handelsgesetzbuch": "German Commercial Code'] are
the responsibility of the Group’s management. Our responsibility is to express an opinion on the consolidated financial statements and
on the group management report based on our audit.

We conducted our audit of the consolidated financial statements in accordance with Sec. 317 HGB and German generally accepted
standards for the audit of financial statements promulgated by the Institut der Wirtschaftspriifer [Institute of Public Auditors in Germany]
(IDW). Those standards require that we plan and perform the audit such that misstatements materially affecting the presentation of the
net assets, financial position and results of operations in the consolidated financial statements in accordance with the applicable finan-
cial reporting framework and in the group management report are detected with reasonable assurance. Knowledge of the business
activities and the economic and legal environment of the Group and expectations as to possible misstatements are taken into account
in the determination of audit procedures. The effectiveness of the accounting-related internal control system and the evidence support-
ing the disclosures in the consolidated financial statements and the group management report are examined primarily on a test basis
within the framework of the audit. The audit includes assessing the annual financial statements of those entities included in consolida-
tion, the determination of entities to be included in consolidation, the accounting and consolidation principles used and significant
estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements and the group
management report. We believe that our audit provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion, based on the findings of our audit, the consolidated financial statements comply with IFRSs as adopted by the EU, the
additional requirements of German commercial law pursuant to Sec. 315a (1) HGB and give a true and fair view of the net assets,
financial position and results of operations of the Group in accordance with these requirements. The group management report is
consistent with the consolidated financial statements and as a whole provides a suitable view of the Group’s position and suitably
presents the opportunities and risks of future development.

Munich, March 15, 2011

Ernst & Young GmbH

Wirtschaftspriifungsgesellschaft

Gallowsky Farber
Wirtschaftspriifer Wirtschaftspriifer

[German Public Auditor] [German Public Auditor]
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Corporate Structure and Business Activities

Agennix AG (“Agennix” or “the Company”) is a publicly traded company organized under the laws of the Federal Republic of Germany.
The Company has three sites of operations: Planegg/Munich, Germany; Princeton, New Jersey, USA and Houston, Texas, USA. The
Company’s website is www.agennix.com.

The Company is focused on the development of novel therapies that have the potential to substantially improve the length and quality
of life of seriously ill patients in areas of major unmet medical need.

Business and Operating Environment

Economic Environment!

The global recovery that began in the second half of 2009 continued during 2010. The International Monetary Fund (IMF) reported that
world output accelerated from a year-over year decrease of 0.6% in 2009 to an increase of 5% in 2010. Global activity expanded in
the second half of 2010 due to stronger-than-expected consumption in the United States and Japan. Government stimulus measures
were partly responsible for the strengthened output. There were also increasing signs that private consumption, which fell sharply
during the crisis, was starting to increase in the more developed economies. Growth in emerging and developing economies remained
robust in the second half of 2010, buoyed by well-entrenched private demand, supportive governmental policies, and resurgent capital
inflows. During the second half of 2010, global financial conditions broadly improved. Equity markets rose, risk spreads continued to
tighten, and bank lending conditions in major advanced economies became less tight, even for small and medium-sized firms. Nonethe-
less, pockets of vulnerability persisted: real estate markets and household income were still weak in some major economies, including
the United States.

Economic growth in the European Union as well as in the Euro countries accelerated significantly to +1.8% in 2010 compared to a
decline of 4.1% in 2009. This growth was tempered in the last quarter of 2010 amid concerns about banking sector losses and fiscal
sustainability triggered by the fiscal crisis in Greece and Ireland.

According to the Federal Statistical Office of Germany, the German economy recovered significantly from a decline in price-adjusted
gross domestic product (GDP) of 4.7% in 2009 to an increase of 3.6% in 2010. While export demand was the starting point, German
economic recovery widened at the end of 2010 with a recovery in domestic consumer and investment demand.

In the U.S., the Department of Commerce, Bureau of Economic Analysis reported that real GDP increased 2.9% in 2010, compared to
a decrease of 2.6% in 2009. The increase in real GDP in 2010 primarily reflected positive contributions from private inventory invest-
ment, exports, personal consumption expenditures, non-residential fixed investment, and federal government spending. Imports, which
are a subtraction in the calculation of GDP, increased.

The capital markets in Europe and the U.S. again performed positively overall, with increases in a number of key indices. The German
blue-chip index DAX increased 16% in 2010 compared to 2009. The technology index TecDAX increased 4%, and the mid-cap index
MDAX was up 35% compared to 2009. In the U.S., the Dow Jones increased 11% for the year, and the NASDAQ Composite increased
17%. Globally the biotechnology sector performed with mixed results in 2010: The sector index Prime IG Biotechnology of the Deut-
sche Boerse decreased 4%, while the NASDAQ Biotech index was up 15% compared to 2009.

Biopharmaceutical Industry?

According to BioCentury, 31 biotech companies raised $1.6 billion through initial public offerings in 2010, compared to 2009 when
only ten companies raised approximately $1 billion. Excluding the four IPOs with postmoney valuations greater than $500 million, the
average post-money valuation was $136.8 million for the other 27 IPOs in 2010.

The total value of biotech-related merger and acquisition (M&A) deals in 2010 was $21.5 billion compared to $65.3 billion in 2009.
Over 70% of the 2009 amount was for Roche’s acquisition of Genentech Inc. Of the $21.5 billion in transactions in 2010, $15.5 billion

1 Sources: http://www.imf.org, http://www.destatis.de, http://www.bea.gov, WestLB
2 BioCentury. Jan 4, 2011: Financial Markets Preview 2011, http://www.fda.gov
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came from acquisitions of public biotechs and $6.1 billion from acquisitions of privately-held biotechs. The merger between Valeant
Pharmaceuticals International and Biovail Corp. was the top deal in 2010, with a value of $4.8 billion at closing.

The biotech industry raised $3.5 billion from follow-ons in 2010, below the $6.2 billion raised in 2009, but higher than the $1.9 billion
in 2008.

About $2.6 billion exited healthcare/biotechnology funds during 2010, in comparison to nearly $2 billion in 2009.

According to the FDA's website, 21 new drugs were approved in 2010, down from 26 in 2009 and 24 in 2008, but higher from a
recent low of 18 in 2007.

Situation of the Company
In 2010, its first full year as a combined company, Agennix AG made solid progress in advancing the development of its lead product
candidate, oral talactoferrin, as well as in significantly strengthening its financial position.

During 2010 patient recruitment in the FORTIS-M Phase 3 trial in non-small cell lung cancer expanded globally. Enroliment in the trial
completed in March 2011. Additionally, during 2010 the Company announced longer-term mortality results from its Phase 2 trial with
talactoferrin in severe sepsis and presented data from this trial at important medical meetings. Agennix also announced its plans for
the further development of oral talactoferrin in severe sepsis and plans to initiate a Phase 2/3 trial in that indication. This trial will build
on the results seen in the earlier Phase 2 trial in severe sepsis conducted by the Company.

Financial position
Agennix took several measures in 2010 to secure continued funding for the Company. These efforts culminated in a major public
offering in October 2010.

On March 21, 2010, the Company announced that it had issued 1,870,523 new ordinary shares at € 5.22 per share in a private
placement with certain existing shareholders. The total proceeds amounted to € 9.8 million and were recorded in shareholders’ equity.
The pre-emptive rights of the existing shareholders were excluded. The newly issued shares represented 9.1% of Agennix AG’s total
shares outstanding after the private placement.

On July 23, 2010, the Company announced that it had entered into an agreement with dievini Hopp Biotech holding GmbH & Co. KG
(“dievini”) pursuant to which dievini provided a € 15.0 million loan to Agennix AG at an interest rate of 6% per annum. The cash was
received by the Company on July 26, 2010. The loan is unsecured and is payable on demand with thirty days advance notice. As of the
date of these consolidated financial statements, the Company has not received a notice requiring repayment of the outstanding bal-
ance of the loan and interest accrued thereon.

On October 1, 2010, the Company announced that it raised approximately € 76 million in net proceeds in a capital increase via par-
ticipation from both new and existing shareholders by issuing 20,588,705 new shares. Subscription rights were granted to the Com-
pany’s shareholders at a subscription price of € 3.81 per share. The proceeds from the offering, net of the underwriting commission,
were received on October 5, 2010. The entry of the capital increase in the commercial register of the local court in Mannheim was
made on October 4, 2010. The new shares became listed on the Frankfurt Stock Exchange and began trading on October 5, 2010.

Immediately following the completion of this offering, dievini held approximately 59% of shares outstanding in Agennix AG. On Novem-
ber 3, 2010 the Company was informed that upon dievini's request the German Federal Financial Supervisory Authority (Bundesanstalt
fir Finanzdienstleistungsaufsicht) (BaFin) had granted dievini, and certain other persons and legal entities to whom dievini's share
ownership is attributed, an exemption from the obligations pursuant to Section 35 of the German Takeover Act to publish the acquisi-
tion of control, to provide BaFin an offer document, and to publish a mandatory tender offer to the other shareholders of Agennix AG in
connection with the capital increase of the Company completed in October 2010.

During the year ended December 31, 2010, the Company incurred a net loss of € 27.0 million (net loss before income tax of € 36.5
million) and used cash in its operations of € 33.8 million. At December 31, 2010 the Company had cash, cash equivalents, other
current financial assets and restricted cash of € 79.3 million and current liabilities of € 25.4 million, including the € 15 million short
term loan from dievini. The Company has incurred recurring operating losses and has generated negative cash flows from operations
since its inception and it expects such results to continue for the foreseeable future.

Based on the current financial position of the Company, management believes that Agennix will have sufficient cash to fund its opera-
tions well into the second half of 2012. This should enable the Company to obtain top-line data in the FORTIS-M trial, now expected in
the first half of 2012, and to complete the Phase 2 portion of the planned Phase 2/3 trial with talactoferrin in severe sepsis, assuming
no significant changes to currently projected timelines. This projected cash reach also assumes that the € 15 million loan made to the
Company by dievini will not need to be re-paid prior to the release of top-line results from both the FORTIS-M trial and the Phase 2
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portion of the Phase 2/3 trial in severe sepsis. The Company will need to raise additional funds through licensing agreements and/or
through strategic and/or public equity or debt investments to fund the Company’s operations beyond this point.

Agennix cannot accurately predict when or whether it will successfully complete the development of its product candidates or obtain
further financing.

Results of Operations

Agennix AG was formed by the business combination of Agennix, Incorporated and GPC Biotech AG (“GPC Biotech”) and a € 15 million
cash contribution by dievini Hopp BioTech holding GmbH & Co. KG (“dievini”). The business combination, which concluded with the
merger of GPC Biotech into Agennix, became effective on November 5, 2009 (see Note 3 to the accompanying consolidated financial
statements).

The accounting for the business combination was based on the acquisition method specified in IFRS 3 (Revised 2008), Business Com-
binations. GPC Biotech AG has been identified as the acquirer and Agennix, Incorporated as the acquiree in this transaction. The re-
sults of Agennix, Incorporated’s operations and its financial position are consolidated from the acquisition date - November 5, 2009.

Overview of Business

According to the bylaws of the Company, the business purpose of Agennix AG is the research and development of pharmaceutical and
biotechnology products, technologies and procedures and the provision of related services and granting of licenses as well as the
acquisition, sale, utilization and administration of all kinds of intellectual property. Furthermore, Agennix AG may carry out all actions
and transactions that are appropriate to directly or indirectly pursue the business purpose of the Company. It may also establish, take
over, represent or acquire equity participations in other companies in Germany and abroad and conclude business or cooperation
agreements with other companies. Agennix AG may fully or partially pursue its business purpose via subsidiaries, affiliates, offices and
branches in Germany and abroad.

Since the effectiveness of the merger, Agennix AG is the German parent company of a group consisting of the two direct wholly-owned
U.S. subsidiaries: Agennix USA Inc. (previously GPC Biotech Inc.), based in Princeton, New Jersey and Agennix Incorporated, based in
Houston, Texas. Agennix also has one indirect subsidiary, Agennix Ltd., based in London, U.K., a wholly owned subsidiary of Agennix
Incorporated. Agennix Ltd. does not have any operations.

Financial summary
Since the Company’s business cannot be divided in a meaningful manner, no segment reporting is provided. However, the Company
provides a geographical breakout of certain key figures (see Note 8 to the consolidated financial statements).

In 2010, net revenues decreased by 97% to € 0.2 million from € 7.7 million in 2009. The decrease in revenues is primarily due to the
recognition in the fourth quarter of 2009 of €7.4 million of previously deferred revenue from the agreement with Yakult Honsha Co.
Ltd. (“Yakult”) for the development of satraplatin in Japan. 2010 revenue was attributable to a outlicense agreement for certain intel-
lectual property from the Company’s discontinued discovery program unrelated to talactoferrin.

Research and development expenses
Agennix incurs development expenses related to its clinical and preclinical drug development programs.

Research and development expenses increased 339% to € 29.4 million for the year ended December 31, 2010, compared with

€ 6.7 million for the same period in 2009. The increase in research and development expenses was primarily due to increased clinical
trial costs related to the Company’s Phase 3 FORTIS-M and Phase 3 FORTIS-C trials with talactoferrin as a result of the inclusion of
Agennix Incorporated operations for the entire year ended December 31, 2010 as opposed to the two months after the date of acqui-
sition in 2009, and a credit to compensation cost of € (1.2) million recognized for the year ended December 31, 2009 as a result of
the forfeiture of convertible bonds and stock options which did not occur in 2010.

Administrative expenses

Administrative expenses consist primarily of compensation for employees in executive and operational functions, including finance and
accounting, business development, investor relations, intellectual property and legal, information technology and human resources.
Other significant expenses in this category include facilities and communications, external intellectual property and legal advice and
services, and consulting.

Despite the inclusion of Agennix Incorporated’s operations for the entire year ended December 31, 2010, administrative expenses
decreased 24% to € 10.0 million compared to € 13.1 million for the same period in 2009. Included in administrative expenses for the
year ended December 31, 2009, were approximately € 8.6 million in one-time merger related costs (banking fees, legal services, audit
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and other related services) and a credit to compensation cost of € (1.5) million as a result of the forfeiture of convertible bonds and
stock options. There were no such one-time charges in the year ended December 31, 2010.

For the year ended December 31, 2010 and 2009, the largest expense items of the Company were the following:

in million € 2010 2009
Clinical development 11.1 2.8
Salaries and benefits 9.5 6.0
Raw material & clinical supply 6.2 0.1
External research 3.9 0.9
Legal and advisory 4.7 7.2
Facilities and communications 1.8 0.9
Impairment of intangible assets - 3.4
Other 2.2 2.1
Total operating expense 39.4 23.4

Other income / other expense, net

Other income and expense, net, was € 2.9 million in 2010 resulting mainly from net realized and unrealized gains due to foreign ex-
change rate differences and income from grants (2009: other income and expense, net, of € 1.3 million comprised mainly changes in
the fair value of the conversion component of the note receivable prior to the effective date of the business combination, and the
income from sale of available for sale investments and the sale of excess clinical supplies offset with net foreign exchange loss).

During the year ended December 31, 2010, the Euro weakened against the U.S. dollar, whereas during the same period in 2009, the
Euro strengthened against the U.S. dollar. As a result, for the year ended December 31, 2010, the Company recognized net foreign
exchange gain of € 2.2 million as opposed to net foreign exchange loss of € 0.4 million for the same period in 2009. The functional
currency of Agennix AG is the Euro. Foreign exchange gains or losses arise mainly on U.S. dollar-denominated intercompany receiv-
ables, including the promissory note receivable, and Agennix AG's purchases of foreign currency for intercompany transfers. Although
intercompany balances and transactions are eliminated when financial position and results of operations of the U.S. subsidiaries of
Agennix AG are consolidated, foreign exchange gains or losses on such intercompany receivables continue to be recognized in the
consolidated financial statements of Agennix AG pursuant to IAS 21, “The Effects of Changes in Foreign Exchange Rates”. As a result,
intercompany receivables in foreign currency represent a commitment to convert one currency into another, and expose Agennix AG to
a gain or loss through currency fluctuations.

Net loss

The net loss in 2010 increased to € 27.0 million from € 11.9 million in the preceding year. Net loss before income tax benefit in-
creased to € 36.5 million in 2010 from € 13.1 million in 2009. Income tax benefit for the year ended December 31, 2010 amounted
to € 9.5 million (€ 1.1 million for the same period in 2009) and related to the net operating losses incurred by the Company’s subsidi-
ary, Agennix Incorporated, during the period.

The Management Board proposes that a dividend should not be paid for fiscal year 2010 and, due to the nature of the business the
Company does not expect to pay dividends in the foreseeable future.

Property, equipment and intangible assets
In 2010 and 2009, Agennix invested € 0.7 million and less than €0.1 million in property, equipment, and intangible assets, respec-
tively. These investments were primarily for leasehold improvements, office equipment and Intellectual Property.

As part of the acquisition of Agennix Incorporated in 2009 (Note 3 to the accompanying consolidated financial statements), the Com-
pany recorded S 131.6 million (€ 89.1 million on the acquisition date) of acquired inlicensed R&D related to talactoferrin which repre-
sented the fair value of the development projects at the acquisition date. At December 31, 2010 and 2009 the asset is valued at €
99.5 million and € 91.8 million, respectively. The increase in asset value since the acquisition date is primarily due to foreign currency
translation adjustments as the asset is denominated in U.S. dollars but reported in Euros.
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Cash flow

Net cash used in operating activities was € 33.8 million for 2010, primarily reflecting the net loss before income tax benefit for this
period of € 36.5 million, adjusted for non-cash depreciation and amortization, non-cash stock-based compensation expense, changes
in accounts payable, accruals and other liabilities, and deferred revenue. The net cash burn was € 34.5 million for 2010 (2009: € 21.4
million). Net cash burn is derived by adding net cash used in operating activities (€ 33.8 million) and purchases of property, equipment
and intangibles (€ 0.7 million). Cash burn continues to be one of the most important measures to manage the Company'’s financial
performance.

The net cash flow used in investing activities amounted to € 30.9 million for 2010, primarily due to the purchase of short term invest-
ments, compared to a net cash flow used in investing activities of € 12.7 million in 2009. Net cash provided by financing activities was
€ 102.0 million for 2010 compared with € 13.2 million for 2009 primarily due to equity transactions of € 87.2 million and the issuance
of short term debt of € 15.0 million.

Financial position

As of December 31, 2010, total assets were € 186.1 million (2009: € 109.6 million). Cash, cash equivalents, other current financial
assets and restricted cash accounted for € 79.3 million of total assets (2009: € 11.5 million). These funds were mostly held in short
term accounts and time deposits. During fiscal year 2010, the Company funded its operations and investments in research and devel-
opment activities primarily from proceeds generated from the issuance of share capital (Note 25 to the accompanying consolidated
financial statements).

Long-term liabilities (excluding deferred taxes) were € 0.2 million (2009: € 0.2 million) and primarily resulted from liabilities related to
convertible bonds.

Shareholders’ equity was € 152.8 million at December 31, 2010 (2009: € 86.6 million), representing an equity ratio of 82%, com-
pared to 79% in 2009 (calculated as relation of the total equity to the sum of total assets).

R&D Report

Agennix is focused on the development of novel therapies that have the potential to substantially improve the length and quality of life
of critically ill patients in areas of major unmet medical need. The Company’s most advanced program and the main focus of its R&D
efforts is talactoferrin. Talactoferrin is an oral biologic therapy that has been shown to impact the immune system and also has bacte-
riafighting properties. Oral talactoferrin is being studied for the treatment of cancer and severe sepsis and has demonstrated activity
in randomized, double-blind, placebo-controlled Phase 2 studies in non-small cell lung cancer (NSCLC), as well as in severe sepsis.

Two Phase 3 trials with oral talactoferrin are currently ongoing. During 2010, enrollment was expanded globally in the Company’s
Phase 3 FORTIS-M trial evaluating talactoferrin for the treatment of NSCLC. Enrollment in the trial completed in March 2011. The
FORTIS-M trial is a randomized, double-blind, placebo-controlled study evaluating talactoferrin plus best supportive care compared to
placebo plus best supportive care in patients with NSCLC whose disease has progressed following two or more prior treatment regimens.

Agennix is conducting a second Phase 3 trial in NSCLC (FORTIS-C). FORTIS-C is a randomized, double-blind, placebo-controlled trial
evaluating oral talactoferrin plus the standard chemotherapy regimen, carboplatin and paclitaxel, versus placebo plus carboplatin and
paclitaxel in first-line NSCLC patients (patients who have not yet received chemotherapy to treat their cancer). Enroliment is currently
ongoing at a limited number of sites in the U.S.

Data from a randomized, double-blind, placebo-controlled Phase 2 trial evaluating oral talactoferrin in severe sepsis were presented at
international medical conferences during 2010 and early 2011. The data showed that talactoferrin significantly improved 28-day all-
cause mortality and this effect was sustained over longer time periods of three and six months. Talactoferrin was well tolerated in this
patient population. In 2010, Agennix announced its plans to further develop talactoferrin in severe sepsis, including initiating a Phase
2/3 trial in this indication. This Phase 2/3 trial will have two distinct components. A randomized, double-blind, placebo-controlled Phase
2 portion in approximately 350 adult patients with severe sepsis will be conducted prior to initiating the Phase 3 portion. The purpose
of this Phase 2 component, which builds on the promising results seen in the first Phase 2 trial conducted by the Company, is to
generate additional meaningful clinical data with oral talactoferrin in severe sepsis using the Company’s existing financial resources.

During 2010, Agennix met with regulatory authorities in the U.S. and Europe to discuss the further development of talactoferrin in
severe sepsis. At its meeting, the U.S. Food and Drug Administration (FDA) strongly recommended that Agennix conduct two adequate
and well-controlled Phase 3 studies to support a potential Biologic License Application (BLA) submission for talactoferrin in this indica-
tion. The planned Phase 2/3 trial incorporates the initial Phase 3 trial the Company plans to conduct. The Company expects to review
with regulatory authorities the results of the Phase 2 study after they are available.
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In addition to oral talactoferrin, the Company has a topical gel formulation of talactoferrin. A clinical trial with this formulation has been
completed in diabetic foot ulcers. The Company plans to partner this program, although it may conduct additional clinical work in this
indication in the future to maximize the partnering opportunity and potential for success.

The Company is also developing RGB-286638 a multi-targeted kinase inhibitor. A Phase 1 trial in advanced solid tumors is ongoing and
preliminary results from the study were presented in November 2010 at the EORTC-NCI-AACR conference. The Company plans to
complete this clinical trial; however, additional clinical testing will not be initiated with this compound at this time as the Company is
focusing its resources on talactoferrin.

At December 31, 2010, the Company’s worldwide research and development headcount was 28, representing 50% of the total num-
ber of employees of 56.

Intellectual Property

Agennix seeks to actively protect its intellectual property for its developments, product candidates and proprietary information that are
important to the commercial development of its business. This is achieved through filing for, prosecuting, maintaining or licensing
relevant United States, European and/or other foreign patents and/or trademarks. In addition, the Company relies upon trade secrets
and contractual arrangements to protect proprietary information that may be important to the development of its business.

A U.S. patent covering the use of talactoferrin for the treatment of non-small cell lung cancer and renal cell carcinoma has been re-
cently issued that provides patent coverage until 2025. Agennix also has additional pending use patent applications directed to cancer
and sepsis, which, if granted, would potentially provide additional patent coverage until 2023 and directed to severe sepsis, which, if
granted, would potentially provide additional patent coverage until 2031.

In addition, talactoferrin has been granted orphan drug designation for non-small cell lung cancer in the U.S. and for renal cell carci-
noma in the U.S. and Europe. Orphan drug designation can provide seven years of regulatory exclusivity in the U.S. and ten years in
Europe for the given indication following marketing approval.

Another form of exclusivity related to the marketing of an approved drug can be provided by so-called “regulatory data exclusivity” that
can delay the application for and approval of generic versions of an innovator’s product following its approval. Such protection is
available for biologics, such as talactoferrin, in Europe for a period of generally ten years and in the U.S. for up to twelve years.

Procurement

Continued effort has been put into the streamlining of the Company’s core service, material and equipment supply sources. The gen-
eral criteria for the selection of service providers and suppliers are high product quality combined with service that meets the Com-
pany’s needs. The majority of the Company’s purchases are services. The Company has established a pharmaceutical development
group that is responsible for all of the materials that are used in clinical trials and ultimately for the market, including bulk drug, cap-
sules, vials and packaging. Assurance of product quality is a primary concern for Agennix. The Company’s internal quality team audits
vendors on a regular basis and has a formal quality agreement with all major providers of clinical research and supplies. Please refer
to Intellectual Property Risks, Risks Related to Talactoferrin Development and Further Risks Related to Drug Development below for
further information.

Employees

The Company’s worldwide headcount was 56 as of December 31, 2010, compared to 60 on December 31, 2009. At the end of
2010, 50% of the Company’s employees worked in research and development.

The Company offers employees the opportunity to become shareholders through its stock option program. At December 31, 2010,
there were 1,732,923 stock options outstanding, of which 1,051,538 were not yet deemed to be vested. During 2010, 719,716
stock options were exercised. There were also, 41,976 convertible bonds still outstanding for former GPC Biotech plans at December
31, 2010, of which 10,000 were not yet deemed to be vested. During 2010 no convertible bonds were exercised. The Management
Board is obligated and authorized to issue the corresponding number of shares upon proper exercise of the relevant stock options and
convertible bonds. Refer to Notes 29 and 30 to the accompanying consolidated financial statements for details.

Litigation
In December 2009, the Company was served with a lawsuit filed by former shareholders of GPC Biotech AG in the local court in Munich,
Germany commencing appraisal proceedings in accordance with Section 15 of the German Transformation Act (Umwandlungsgesetz),
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and seeking judicial review of the fairness of the exchange ratio set forth in the merger agreement pursuant to which shares of

GPC Biotech AG were exchanged for shares of Agennix AG. Other former shareholders of GPC Biotech AG commenced similar pro-
ceedings in January and February 2010 and the proceedings have been consolidated before the same court in Munich. A reply brief
was filed by the Company on May 6, 2010. An oral hearing was held on August 5, 2010, at which the court addressed certain issues
in the case and heard statements from the parties. The plaintiffs sought an additional cash payment to former shareholders of
GPC Biotech AG. On February 11, 2011, the court issued a decision rejecting the claims of the plaintiffs for an additional cash pay-
ment and ordered that the Company pay the court costs and out—of-court costs of the plaintiffs. As of December 31, 2010, The Com-
pany estimates the expense relating to this ruling to be approximately € 0.3 million which was accrued at December 31, 2010 and
included in administrative expense for the year then ended. The plaintiffs have the right to appeal the decision until March 21, 2011.
On March 4, 2011, the Company was informed that two shareholders have filed an appeal to the court’s decision. Management be-
lieves that the appeals are without merit and no additional provision was recognized in connection with this litigation.

Overview of the Compensation System

Supervisory Board Compensation
In accordance with the relevant provisions of the Company’s articles of association the Members of the Supervisory Board of Agennix
AG receive an annual fixed compensation which is described further in Note 32.

Management Board Compensation

Friedrich von Bohlen und Halbach’s term as interim Chief Executive Officer expired on February 28, 2011. Effective March 1, 2011, as
resolved by the Supervisory Board, the Company is being led by a two-person Management Board comprised of Dr. Torsten Hombeck,
Chief Financial Officer, and Dr. Rajesh Malik, Chief Medical Officer. Dr. Hombeck also has been appointed to serve as spokesperson of
the Management Board.

Dr. Hombeck is entitled to severance benefits in the amount of 100 percent of his last annual salary in the event that the Supervisory

Board determines not to renew his service agreement on comparable terms beyond its current term, which ends November 5, 2011.
In the event that Dr. Hombeck is r