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ITEM1. BUSINESS

PART |
SPECIAL NOTE ON FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forwardkimg statements within the meaning of the Seasiixchange Act of 1934, as amended. These
forward-looking statements are principally contaimethe sections entitled “ltem 1-Business”, “lt@aProperties” and “Iltem 7-Management’s Discussion
and Analysis of Financial Condition and Result©gpkrations”, but may appear elsewhere. All statésnether than those of historical facts contained
herein are forward looking statements, which reéftes current expectations and assumptions abeuutiare. Forward looking statements involve known
and unknown risks and uncertainties that may caoteal future results, performance, achievemenévents to be materially different from any results
performance, achievements or events expressedptiedby the forward-looking statements. In genegrall can identify forward-looking statements by
terms such as, but not limited to, “may,” “will,5Hhould,” “could,” “would,” “expect,” “plan,” “intenl,” “anticipate,” “believe,” “estimate,” “project,”
“predict,” “forecast,” “potential,” “continue,” “teget,” “likely” or “possible,” as well as the ne@a of such expressions, and similar expressiomesded to
identify forward-looking statements. These forwéydking statements include, but are not limitedstafements relating to:

"o

”ou ” o

our plans surrounding the future clinical developrnef laninamivir octanoate;
expenses we have incurred or may incur associaitbdtme development of laninamivir octanoate thaymot be reimbursed by U.S. Office of
Biomedical Advanced Research and Development Aititf{"'BARDA”) as a result of the Stop-Work Order we rieesl April 23, 2014 and the
termination of our contract with BARDA for the cenience of the U.S. Government on May 7, 2014;
e the amount and the timing of reimbursements wemsegive from BARDA for costs incurred to develapriamivir octanoate prior to May 7, 20
or as a final termination settlement from BARDAesult of the termination of our contract with BARD
the timing of the final close-out of the BARDA cacitand what the final termination settlement rbay
e our plan and timing to initiate a Phase 2 trial feapendavir in patients with moderate to severbrastand our consideration of developing
vapendavir for patients with chronic obstructivdrmpanary disease (“COPD");
e our plan to complete IND-enabling studies to suppioe preclinical development of BT2685 for the treatment of infections caused byiraspy
syncytial virus (“RSV”) and our plans and timingitatiate a Phase 1 trial;
our plan to consider licensing, merger and acqigsitor other similar strategic transactions in orde bolster our clinical development pipeline;
our plan to closely align our internal overhead tsowith our estimated royalty revenue;
our plans to out-license the rights to laninamie@tanoate outside of Japan in concert vithiichi Sankyo Company Ltd. (“Daiichi Sankyg”)
our anticipation that royalty revenue from net satéf Relenz® may decrease in fiscal 2015 due texpieation of the composition of matter
patents for Relenz® in the U.S. and the duration and outcome of thedjpgnpatent in the U.S.;
e our plan to complete an analysis of the Phase IGlda@ and any discussion of this data with the &thitates Food and Drug Administration (“

FDA");
e our plans to advance the chemistry, manufacturing eontrols (“CMC") for vapendavir to develop a n@emmercial grade, free-base tablet
formulation;

e our anticipation that we will generally incur netdses from operations in the future due to oumitié@ to continue to support the preclinical and
clinical development of our product candidates;

e our future financing requirements, the factors thety influence the timing and amount of those mequénts and our ability to fund them;
the number of months that our current cash, casfivatpnts and anticipated future proceeds fromtexgsroyalty-bearing licenses and other
existing license and collaboration agreements allbw us to operate; and

e our plan to continue to finance our operations vatlr existing cash, cash equivalents and proceenis éxisting or potential future royalty-
bearing licenses, government contracts, or collative research and development arrangements, outin future equity and/or debt financings
or other financing vehicles.




These forward looking statements are subject tariskg and uncertainties including, without limitet: our ability to successfully negotiate a saitisbry
final termination settlement with BARDA that apprigtely reimburses us for costs incurred undercmmtract with BARDA associated with the
development of laninamivir octanoate; we, the FDAimilar foreign regulatory agency, a data safetnitoring board, or an institutional review board
delaying, limiting, suspending or terminating thi@ical development of any of our clinical developnt programs at any time for a lack of safety,
tolerability, biologic activity, commercial viabiji, regulatory or manufacturing issues, or any oteason whatsoever; the safety or efficacy data fr
ongoing or future preclinical studies of any of puoduct candidates not supporting the clinicalediggment of that product candidate; our capacity to
successfully enroll, manage and conduct worldwlaecal trials on a timely basis; our ability toroply with applicable government regulations in vas
countries and regions in which we are conductingxpect to conduct, clinical trials; our ability manufacture and maintain sufficient quantities of
preclinical and clinical trial material on handstiapport and complete our preclinical studies aricidil trials on a timely basis; our ability, or thed our
clinical research organizations or clinical invgators, to enroll a sufficient number of patiemt®ur clinical trials on a timely basis; our alyilib
successfully identify and in-license or enter inotedevelopment or other merger and acquisitioneagents with third parties to obtain additional
development programs on appropriate terms; ouityabil retain and recruit sufficient staff, includj key executive management and employees, to reanag
our business; our ability to secure, manage amihrgualified third-party clinical research, preatial research, data management, contract manufagtu
and other similar vendors who we outsource marguofactivities to and rely on to assist us in theign, development and implementation of the
development of our product candidates; our thimdypeontract research, data management and maatifagbrganizations fulfilling their contractual
obligations on a timely basis or otherwise perforgnéatisfactorily in the future; GlaxoSmithKline§SK”) or Daiichi Sankyo continuing to generate net
sales from RelenZ& and Inair , respectively, ahdravise continuing to fulfill their obligations dar our royalty-bearing license agreements witimthe
in the future; our ability to maintain, protectaefend our proprietary intellectual property rigfiam unauthorized use by others, or not infringetee
intellectual property rights of others; our abilitysuccessfully manage our expenses, operatingsesd financial position in line with our plaasd
expectations ; the condition of the financial egaitd debt markets and our ability to raise sudficifunding in such markets; changes in generai@o@
business or competitive conditions related to adustry or product candidates; and other statenvemiined elsewhere in this Annual Report on Fbom
K and the risk factors described in or referredhtgreater detail in the “Risk Factors” sectiortlué Form 10-K. There may be events in the futheg tve
are unable to predict accurately, or over whichhaee no control. You should read this Form 10-Kwe# as the documents that we reference herein and
that have been filed or incorporated by refererscexhibits, completely and with the understandiveg bur actual future results may be materiallfedént
from our expectations. Our business, financial @ results of operations, and prospects maygbaWe undertake no obligation to update these
forward-looking statements, unless we are requisethw. We qualify all of the information presentadhis Form 10-K, and particularly our forward-
looking statements, by these cautionary statements.

Biota is a registered trademark of Biota Pharmacaist Inc., Relenz& is a registered trademarklak@ mithKline plc, Inavi® is a registered tradeknar
of Daiichi Sankyo Company, Ltd, and TwinCdps iggistered trademark of Hovione FarmaCiencia SA.

”w

References to “we,” “us,” and “our” refer to Bidtdnarmaceuticals, Inc. and its subsidiaries.

Overview

We are currently focused on developing oral, smallecule compounds to treat a number of respiratelgted viral infections. Our most advanced chihic
stage program is laninamivir octanoate, a longagatieuraminidase inhibitor (“NI”) that we are deyihg for the treatment of influenza A and B. On
August 1, 2014 we reported top-line safety andcafly results from a randomized, double-blind, gtaeeontrolled, parallel-arm Phase 2 clinical trial
comparing the safety and efficacy of a 40 mg ancth8@lose of laninamivir octan oate to placebo. ¥errto this trial as IGLOO. As compared to plagebo
neither the 40 mg nor the 80 mg cohort achieveadtesscally significant reduction in the mediamé to alleviation of influenza symptoms, the priynar
endpoint, as measured by the Flu-iiQ patient-reedmlitcome questionnaire. Certain important seagrefadpoints, including quantitative viral shedding
and secondary bacterial infections, as well agithe to alleviation of influenza symptoms for a riaem of subcomponents, did achieve statistically
significant results for laninamivir octan oate temhcohorts compared to placebo. We have not rede¢he full data set from this trial and anticipate
continuing to assess this additional safety anidafy data when received.




We are also developing BTA-798, also known as veaein, which is in Phase 2 for the treatment of harrhinovirus (“HRV”) infections in patients with
moderate to severe asthma. We have successfullgletad two Phase 2 trials of vapendavidaie and recently completed additional Phase 1hitzdoility
and drug-drug interaction studies in healthy vadens that support its continued development.

In addition to these Phase 2 clinical-stage devatogt programs, we are also developing orally bitdalvie F and non-F protein compounds for the
treatment of RSV infections in children, the elgierhd immune-compromised patients. We are curreoiigucting IND-enabling studies wiBTA-C585,
the lead compound from our F-protein inhibitor peog.

We previously developed zanamivir, a NI that is keted worldwide by GSK as Relen®a , for the praeerand treatment of influenza A and B. GSK
markets Relenz8 pursuant to a royalty-bearing rekemnd license agreement we entered into with 1990. In 2003, we entered into a collaboratioth an
license agreement with Daiichi Sankyo, under wieabh party cross-licensed its intellectual propegtsted to second-generation, long-acting NI's,
including FLUNET and laninamivir octanoate. In 200& entered into a commercialization agreemerit aiichi Sankyo that provided it with an
exclusive license to commercialize laninamivir octate in Japan and entitled us to a royalty onetimes$ sales. Laninamivir octanoate, which is madkéat
Japan by Daiichi Sankyo as Ina%ir , was approveddte by the Japanese Ministry of Health and Welfar the treatment of influenza A and B in adults
and children in September 2010 and for the prewerdf influenza A and B in December 2013. In 2008 filed an Investigational New Drug application
(“IND”) with the FDA to develop laninamivir octant&in the U.S.

In March 2011, we were awarded a contract from BARI2signed to provide up to $231 million in suppafrthe development of and submission for a
New Drug Application “NDA") of laninamivir octanoate for the treatmerftinfluenza A and B infections in the U.S. On A28, 2014 the U.S.
Department of Health and Human Services (“HHS”)oeffof the Assistant Secretary for PreparednesfR@sgonse (“ASPR’and BARDA issued us a St
Work Order, indicating that we should discontinugrkvon a number of activities under the contractdirey a decision regarding the outcome of an In-
Process Review (“IPR”) of the contract. On May 312 ASPR/BARDA further notified us of its decisitmterminate this contract for the convenience of
the U.S. Government. We continue to work with ASBARRDA to close out this contract, which involveswaleting several clinical trials, finalizing
invoices and billings, determining the nature axiget of any equitable adjustments, and negotiaifigal termination settlement.

Although several of our influenza product candiddtave been successfully developed and commeeddiedate by other larger pharmaceutical
companies under license, collaboration or commization agreements with us, we have not indepethdedrveloped or received regulatory approval for
any product candidate, and we do not currently leyesales, marketing or commercial capabilitidgger&fore, it is possible that we may not succelysful
derive any significant product revenues from argdprct candidates that we are developing now, oraeaglop in the future. We expect to incur losses f
the foreseeable future as we intend to supportlthieal and preclinical development of our prodoahdidates. Also, due to the recent terminatioounf
contract with BARDA, we anticipate that our reverit@n service and cost of revenue will decline saibally in the future as compared to recent hisad
levels.

Background

We have historically focused our research and dexglopment capabilities on discovering and devetppmall molecule compounds that can prevent or
treat infectious diseases. Infectious diseasesarged by pathogens that are present in the enwinoin such as viruses and bacteria, which entdsateg
through various means and overwhelm its naturargefs and cause an infection. The severity offantious disease varies depending on the natuteeof
infectious pathogen, as well as the degree to wihielbody’s immune system or available therapiespeavent or fight the infection. The market fotian
infective drugs generally can be divided into thgeaeral categories: antiviral, antibacterial amifangal. We are currently focused on developingviral
compounds.




The use of antiviral drugs has led to a signifigaiuction in the morbidity and mortality assoaiatgth infectious diseases. However, for many ititecs
diseases, current treatment options, to the eatgnsuch treatment options are currently availarke associated with suboptimal treatment outcomes,
significant adverse or toxic side effects, the egapce of drug resistant pathogens, complex dosimgdules, and inconvenient methods of administratio
These sub-optimal factors of existing treatmentsrofead to patients prematurely discontinuingtingat or not fully complying with treatment dosing
schedules, resulting in a treatment failure. Aquats failure to comply fully with a recommendedsdw schedule can both accelerate and exacerleate th
emergence of drug-resistant strains. The abiliyath viruses and bacteria to adapt rapidly totexjsor new treatments through genetic mutatiotosiel
new strains to develop that may be resistant trently available drugs. In recent years, the irsireaprevalence of drug-resistant pathogens hasezte
ongoing treatment challenges with respect to mafectious diseases.

Viruses

Viruses are microscopic infectious agents congjstinan outer layer of protein surrounding a cdrgemetic material comprised of deoxyribonucleimac
(“DNA”") or Ribonucleic acid (“RNA”). Viruses geneltg must invade healthy, living host cells in ordemeplicate and spread. In many cases, the body’s
immune system can effectively combat an infectiaased by a virus. However, with certain viral infees, the body’s immune system is unable to fully
destroy or inhibit the replication of the virus, st results in persistent and ongoing viral reglamaand the subsequent infection of healthy dsfithe

virus. This ultimately leads to the deterioratiagrdestruction of the infected cells, resulting isedse.

Viruses that develop resistance to existing amtivdrugs increasingly represent a major publicthezliallenge. The existence of drug-resistantrsfraind
the ability of viruses to mutate spontaneously mtyreplication, allow drug-resistant strains to egeevhen patients do not comply with a dosing regim
or use drugs that are not potent enough to quizhktlcompletely inhibit viral replication. Drug refsince occurs due to the fact that viruses contjnua
replicate and can make millions of copies of thedweseevery day, some of which will contain mutasion their genetic material. Mutations that emerge
the presence of a suppressive antiviral drug Wik gise to mutant strains that are wholly or @ltiresistant to that drug. These mutant virusdsle
initially low in number, eventually become the pretinant strain in an infected patient as the s¢rétiat remain susceptible to the drug are inhikfiteih
replicating. Once this occurs, the treatment béoéthat particular antiviral drug often diminisheesulting in treatment failure and the needafoalternat
therapy with different or possibly new drugs, asses of drugs.

Our Pipeline

The following chart summarizes key information netiag our antiviral product candidates:

maercial Partner
@

Zanamivir (Relenza®) - Global
- Influenza ASE

Laninamivir Octanoate (Inavir®) =
lapan
= Influenza AEB

Laninamivir Octanoate (LANI)-
u.s./ROW
= Influenza AEB

Vapendavir (BTA-798)
= Human rhinovirus (HRV)

RSV fusion inhibitor (BTA-C585)

- Raspiratory syncytial virus m




Influenza

Seasonal influenza, or the flu, is an acute virfddgtion caused by an influenza virus. There ameettypes of seasonal influenza — A, B and C. Bype
influenza viruses are further typed into subtypeeding to the different kinds and combinationsiofis surface proteins. Among the many subtypes of
influenza A viruses, currently influenza A(H1N1)p@®and influenza A(H3N2) are the most common sustyprculating among humans. Type C
influenza cases occur much less frequently thandi\Ba

Seasonal influenza is characterized by a suddest ofidigh fever, headache, muscle and joint sgmere malaise (feeling unwell), cough (usually) dry
sore throat and a runny nose. Most people recowar fever and most other symptoms within a weekaevit requiring medical attention. However,
influenza can cause severe iliness, hospitalizatiateath in people at high risk, which include ¥eey young, the elderly and the chronically ilheltime
from infection to illness, known as the incubatpmriod, is generally about two days. Influenza epiits generally occur annually during the autunth an
winter in temperate regions. According to the Wdtiiehlth Organization ("WHO"), annual epidemics tesuabout three to five million cases of severe
illness and about 250,000 to 500,000 deaths wodewMost deaths associated with influenza in imialsted countries occur among people ages 65 or
older.

Controlling influenza virus infections continuestte a major public health challenge. Despite irgirggdy widespread vaccination, influenza remains a
significant burden that can give rise to a potéwtigis, even in communities with advanced headtfe. In 2010, the Centers For Disease Control and
Prevention ("CDC") estimated that from 1976-200fluenza caused an average of 23,607 deaths peinyibee U.S. Immunization is the primary form of
preventing influenza infection. However, the eféigaf influenza vaccination varies, decreasing \aigle, and for seasonal influenza is dependent wn ho
well matched the chosen vaccine is with the emérgjerulating virus. In pandemic influenza outbreakaccines can only be developed following
identification of the pandemic strain, which resuit vaccines not being available immediately. EHémsitations of vaccination emphasize the impareaao!
and need for antiviral drugs to treat and prevefiiénza.

Market Opportunity for the Treatment of Influer

Data from the CDC suggest that each year 5-20%eppopulation (16-63 million according to 2012 USpulation estimates) suffers from seasonal
influenza, and approximately 200,000 people inUt®. are hospitalized each year for respiratoryteatt conditions associated with seasonal inflaenz
infections.

The market opportunity for antivirals to preventm@at influenza, and their utilization in the saza influenza market, is often difficult to projegven the
year-to-year variability in the circulating strahinfluenza, the severity of influenza ilinessdahe length of the influenza season. Furthehgefé is a year

in which a pandemic occurs, the variability in tharket potential is magnified. IMS retail presdoptdata covering the 2007/2008 — 2011/2012 infhaen
seasons indicated that average annual combinesi&abseltamivir phosphate (Tamiffu ) and zanam(Rielenze® ) in the U.S., Japan, and the European
Union (“EU") over that three year period, were appmately $409 million, $259 million, and $32 mdh, respectively, which reflects total annual seato
sales in these three markets of approximately $7i0®n. In addition to this seasonal influenza ketr government stockpiling of antivirals to preven

treat influenza have historically contributed sfgrintly to the overall market opportunity.

Antiviral Drugs for Influenz:

While vaccines play an important role in the praigmnof influenza, the benefit of being vaccinatesh be significantly reduced in the event theie s$sib-

optimal match between the seasonal influenza vaaailable in any given year and the circulatimfuenza virus. Therefore, antivirals play an intpat

role in the prevention and management of influeiihere are two classes of antiviral agents useaeeent and/or treat influenza: neuraminidase ibdnib,
or NI's, and adamantanes.

NI's are generally effective against all human, awad animal influenza viruses. Nls inhibit the asle of virions by competitively inhibiting viral
neuraminidase, which is a key glycoprotein at tiréase of the virus. Currently there are two Niatthave been approved worldwide for the preverdiuh
treatment of acute, uncomplicated illness dueflaénza A and B: oseltamivir phosphate (Tamfflu niil@anamivir (RelenzZ8 ). In addition to these two
drugs, laninamivir octanoate (Inafir ) is approwedapan for the prevention and treatment of imfazeA and B , and intravenously administered
peramivir is approved in Japan (Rapid®ta ) and &@reramiFI® ) for the treatment of influenza.




Adamantanes (amantadine and rimantadine) are dgrmeoarecommended as stand-alone treatment fareinza due to their lack of activity against
influenza B, as well as a high level of influenzaesistance.

Limitations of Current Therapies for the Treatmehtnfluenze

Oseltamivir-resistant influenza viruses are a recagyl public health issue. During the 2007-2008tiNemn Hemisphere influenza season there was a
significant increase in the frequency of seasoridliHinfluenza viruses carrying the highly oseltammesistant H274Y mutation. This spontaneously
occurring oseltamivir-resistant mutation becamevglent worldwide in the 2008-2009 influenza seaswmnl continues to circulate today. Furthermore,
although pandemic (H1N1)2009 has remained largedgegptible to oseltamivir phosphate, sporadic cakessistance have been reported. To the contrary,
to date there have been no clinically significaptarts of zanamivir or laninamivir octanoate resise in circulating influenza A (H1N1) viruses,amy

other human influenza viruses. The potential f@ltasnivir resistance in any given influenza seasogether with the recent spread of pandemic (H1N1)
2009 (swine origin), highlight the need for the elepment of new options for the treatment of infize.

The frequency of dosing and patient compliance thighcurrently approved drugs for the treatmentrafomplicated influenza is another potential litidta
that can be improved upon. For adults, the dogggmen for oseltamivir phosphate and zanamiviwise a day for five consecutive days. In contrast,
laninamivir octanoate (Inavi? ) is a one-time irdthtreatment. We believe this more convenient dostgimen may result in better patient compliarge a
compared to both oseltamivir phosphate and zanamivi

Laninamivir Octanoatt

In 2003, we cross-licensed intellectual propertstesl to a new class of inhaled long acting NI'hwvibaiichi Sankyo. The lead product from this
collaboration is LANI, also known as CS-8958, asetzgeneration octanoyl ester pro-drug of laninamianinamivir has been shown to haweritro
neuraminidase-inhibitory activity against varionfiienza A and B viruses, including subtypes NN&and oseltamivir-resistant viruses, and it hae al
been found to be effective against a swine origlNH strain. Moreover, laninamivir octanoate hagiasting antiviral activity. Preclinical studias nice
have demonstrated that after intranasal adminisirat was rapidly converted to its active metaeollaninamivir, which was retained in the lungisenre it
had a long halfife of approximately 40 hours. Further, a singleranasal dose of laninamivir octanoate exhibiféidacy similar to that of repeated dose
zanamivir or oseltamivir phosphate.

LANI was successfully developed by Daiichi Sankydapan and since 2010 has been marketed therawas® for the treatment of influenza A and B
infections. In December 2013, Inafir was approv@dise in the post-exposure prevention of influe@mace 2009, we have been developing LANI under
an IND in the U.S. for the treatment of influenzaid B.

Laninamivir Octanoate Clinical Trial

Phase 2In June 2013, we commenced enrollment in a mutibnal, randomized, double blind, placebo contaligarallel arm Phase 2 clinical trial that
compared the safety and efficacy of 40 mg and 8@figninamivir octanoate with placebo, all deliediby a TwinCap® inhaler in adults with
symptomatic influenza A or B infection. The trialhich we refer to as “IGLOQ”, was designed to en886 subjects, randomized equally across the three
treatment arms. The primary endpoint of the IGL@@ tvas the reduction in the median time to ali¢iein (reported to be mild or absent for greatanth:
hours) of seven influenza symptoms (headachenfgéverish, body aches and pains, fatigue, cosmyle, throat and nasal congestion) plus fever (<38 C
compared to placebo. Symptom data were collectedigin the Flu-iiQ’™™ patient-recorded outcomes (“PR@igstionnaire. Secondary end points inclL
quantitative changes in virus shedding, evaluatihgther the use of laninamivir octanoate reducesritidence of secondary bacterial infections caegba
to placebo, the development of resistance by plgpiand genotypic analyses, and the impact ofrireat with laninamivir octanoate on the qualitylifs.

On August 1, 2014, we announced top-line data fitwriGLOO trial. We enrolled a total of 639 pateatross 12 countries in the northern and southern
hemispheres from June 2013 to April 2014. Of the Batients enrolled, 248, or 39%, had PCR confirmfidenza A or B virus and were included in the
intent-to-treat efficacy analyses. Approximately&and 19% of the influenza-confirmed patients wefected with influenza A HIN1 2009 and H3N2,
respectively, while 6% were infected with influerBaAs compared to placebo, neither the 40 mg m®80 mg cohort achieved a statistically significan
reduction in the median time to alleviation of #even influenza symptoms. The median time to aten of the seven influenza symptoms was 102.3
hours for the 40 mg cohort and 103.2 hours fo8heng cohort, as compared to 104.1 hours for theghlo cohort.




Although neither the 40 mg nor the 80 mg laninami¢itanoate cohorts achieved a statistically sicgnift difference compared to placebo for the entire
seven symptom primary endpoint, notable effectewgeen in individual symptoms, the subset of syistegmptoms (headache, feeling feverish, body
aches and pains and fatigue) and a number of kaendary endpoints. Subjects in the 40 mg cohodrted alleviation of the subset of systemic sympgom
significantly earlier as compared to placebo (medime 58 hours and 72 hours, respectively, p=0.@@atients in the 40 mg cohort also reported a
significant reduction in the number of days in whidl seven symptoms were severe (p=0.02) andcionskary bacterial infections as compared to placebo
(0% compared to 7.8% of placebo recipients; p=0.0Ra&tients in the 40 mg (p<0.001) cohort demotesdra statistically significant reduction in viral
shedding on Day 3 of the study compared to plaesbguantified by gRRCR. In addition, a statistically significant profon of patients in both the 40 r
(p=0.002) and 80 mg (p=0.02) cohorts were cultegative on Day 3 of the study as compared to ptacEhe nature and extent of adverse events were
similar in the three cohorts, with diarrhea (3.186®.9%), headache (1.4% vs. 0.5%), gastritis (8%0%), urinary tract infection (1.4% vs. 0%)dan
sinusitis (1.2% vs. 0.9%) being the most commoreesty events that occurred more frequently in #egitnent cohorts as compared to placebo. The
incidence of serious adverse events was low arahbatl across the three cohorts. We anticipateiadalitsafety and pharmacokinetic (“PK”) data to be
available shortly.

We are in the process of completing an analysteefull safety, pharmacokinetic, and Flu-il®  dftam this trial. We intend to complete these anedys
and discuss the results of this trial with the FidAletermine the appropriate primary endpointdod which patient reported outcome tools would be
acceptable for use in, prospective registratiaigmf laninamivir octanoate to treat influenza.

In addition to the Phase 2 IGLOO trial, we alsdiaéed a Phase 1/2 clinical trial of laninamivitamoate in December 2013 in pediatric patientsd&g&7)
that were infected with influenza A or B. We enedll15 patients in this trial through April 2014 vafich 89% were PCR-positive. As a result of the
termination of the BARDA contract, we recently témated this study and anticipate that the safetyedficacy data analyses from this study and an
abbreviated clinical study report will be completagr the next several months.

Phase 1. In May 2014, we completed two Phase 1 clinidalgrof laninamivir octanoate; one to evaluateséfety and pharmacokinetics in patients with
chronic asthma and the other being a QT/QTc stodyaluate the effect of therapeutic (40 mg) aqastherapeutic (240 mg) doses of laninamivir
octanoate on the QT-interval.

The safety profile of 40 mg and 80 mg doses oflamiivir octanoate by inhalation via the TwinC&ps | DRadults with mild or moderate chronic asthma
demonstrated that inhaled laninamivir octanoatewslktolerated. Treatment with inhaled laninamivatanoate at therapeutic antiviral doses did esilt

in significant changes in lung function as measimedpirometry. These results suggest that inHaleidamivir octanoate can be safely administered to
asthma patients. Top-line results of the QT/QTdysindicate laninamivir octanoate was not assodiatigh any clinically significant electrocardiogram
(“ECG”) changes, no serious adverse events (“SA&sturred, no subjects terminated the study ostidy treatment due to an adverse event and a low
proportion of subjects experienced adverse evamtaglthe study treatments. Between these two tdRlesise 1safety studies, a total of 211 subjects
participated and, of these, 118 received inhaleth#amivir octanoate at doses ranging from 40 Mm@ mg.

Prior to initiating the Phase 2 IGLOO trial in JU@13, we completed three other Phase 1 trialshafled laninamivir octanoate. These trials provisiefet
and pharmacokinetic data at single doses of larinianttanoate ranging from 5 to 40 mg in healtljunteers aged 18 to 77 years, and at multipledose
up to 40 mg (twice daily for 3 days or twice weefdy 6 weeks) in healthy volunteers aged 20 to dary. A total of 94 subjects were enrolled in these
studies, with 70 of those receiving laninamivirawate. In healthy adult volunteers, laninamiviaooate was generally well tolerated at single slogeto
120 mg and at multiple doses up to 40 mg admirgdtewice daily for three days or twice weekly for weeks.

Daiichi Sankyo Clinical TrialsDaiichi-Sankyo has conducted a number of clinidalg that it used to support the 2010 approvadaninamivir octanoate
(Inavir ®) in Japan. These clinical trials includven Phase 3 studies, four Phase 2 studies artdRighe 1 studies of inhaled laninamivir octanaate
single doses up to 120 mg, and multiple doses 4 tmg. The results of a number of these clinitadies have been published. Data pooled from &hdbta
21 clinical trials indicate that th e most commaiverse events (“AE’s”) in subjects were diarrhe&%4), nausea (1.03%) and nasopharyngitis (1.89%€. T
majority of adverse events (“AEs”) across the cliistudies were mild in intensity. As of March 20fve estimate that approximately 8.1 million patise
have been exposed to laninamivir octanoate in pasket use in Japan. Commonly reported adverserdagiions (“ADRs”) in the post-marketing period
are abnormal behavior, diarrhea/nausea and dizinéh most ADRs occurring within three days ofihg.




BARDA Contract foLaninamivir Octanoate

In March 2011, our wholly owned subsidiary, Bio@ehtific Management Pty Ltd., was awarded a catfrem BARDA for the late-stage
development of laninamivir octanoate on a cost-fiked-fee basis, the total of which was not toesd $231.2 million. BARDA is part of ASPR within
HHS. The BARDA contract was designed to fund araigle us with all technical and clinical data, asdlas U.S. based manufacturing, to support the
filing of a NDA with the FDA for laninamivir octarade.

On April 23, 2014, we were notified by HHS officEASPR and BARDA that pending a decision regardimgoutcome of a recently completed IPR of
our contract for the development of laninamiviraoeiate, ASPR/BARDA had issued a Stop-Work Ordéfymog us to discontinue work on a number
of activities under this contract. On May 7, 2084HS and ASPR/BARDA notified us of their decisiontéominate our contract with BARDA for the
convenience of the U.S. Government based uponRRsCertain activities ongoing at the time of teration, particularly those associated with the
recently-concluded Phase 1 trials of laninamiviaooate, were excluded from the termination nadiog will continue until completed.

We continue to work with ASPR/BARDA to close ouistiiontract, which involves completing severalickhtrials, finalizing invoices and billings for
those activities undertaken pursuant to the contdetermining the nature and extent of any eqlétatjustments and negotiating a final termination
settlement. As of June 30, 2014, we recorded $11ll®n in accounts receivable due from BARDA, whidoes not include $3.7 million of contract
service revenue and accounts receivable that wedlicecognize related to amounts for which wedweliwe are entitled to be reimbursed under our
terminated contract with BARDA and pursuant to &gllle government regulations, but for which weeptilly may not be fully reimbursed. The
terms and conditions contained in the vast majarfityur agreements with our sub-contractors unteBARDA agreement are such that we are
obligated to pay these sub-contractors only whehtarthe extent that we are reimbursed by BARDAsBAeh, to the extent that BARDA does not
reimburse us for allowable costs incurred, we matybe obligated to reimburse our subcontractorghisttime, we cannot determine when certain
invoices will be approved and reimbursed by, ormvadinal termination settlement may be finalizethWBARDA, or what the final financial outcome
resulting from the termination of the BARDA contracay be.

Human Rhinovirus(HRV), Asthma and COPD
Market Opportunity for the Treatment of HRV, Asttemd COPLC

Human rhinoviruses (“HRV”) are non-enveloped, siagtranded viruses that belong to Bieornaviridiaefamily. Currently more than 100 distinct
serotypes of HRV are classified into three spe¢igdy-A, HRV-B, and HRVE. HRV infection is not only the most frequent caw$ the common cold, b
is also associated with more severe lower respiratact illnesses including pneumonia and exad&rhs among individuals with chronic lung diseases,
such as asthma and COPD. A 2008 study in the bd&:dted that the incidence of colds among thosle asithma was 1.4 per subject-year.

Asthma is a common disease with underlying inflartioneof the airways that affects an estimated 3@bam people worldwide and 25 million people in
the United States. In 2011, Datamonitor estimatatl 10 million people in the U.S. were classifiachaving moderate to severe asthma. Acute detéaora
of symptoms and lung function, which often resiurtsespiratory failure, is classified as an “ex&egion”. Acute asthma exacerbations are a major
healthcare burden, accounting for almost half efttial healthcare costs associated with this sésend also have a major impact on the qualitfeodnd

in some cases can cause death. Recent studieglis with asthma have documented an associationegeet respiratory tract infection and worsening
asthma symptoms, decline in lung function, and estztions. Respiratory viruses, and in particulRM/are an important cause of exacerbations. In a
recent study of asthma patients with cold-like syons, 63% of the patients had respiratory virueaswere detected by gPCR and the majority of sasnpl
(68%) contained HRV.




Exacerbations are important sequelae of HRV infecéind their prevention has historically been tiwu$ of asthma drug development. In recent years
asthma treatment guidelines have also focusedtbmasontrol as an important goal. Asthma congaldfined by a global assessment of symptoms,fuse ©
rescue medications, lung function, and patienttgidfunctioning and activity limitations. The Astla Control Questionnaire (“ACQ-6") is a patient
reported outcome (“PRQO”) tool often used to measudeug’s therapeutic impact on the worsening tifraa symptoms. In general, a well-controlled
asthma patient has an ACQ scorec@. 75 and a patient with uncontrolled asthma ha&@@ score of 1.50. An improvement in ACQ score®D.5 is
generally considered indicative of a clinically mesgful change. Although there are several FDA aped drugs for the treatment of asthma, none are
directed at respiratory viruses, including HRV.

COPD is the most common chronic respiratory coadiin adults whose prevalence is expected to coatio increase in the future. Currently, the WHO
estimates that 64 million people have moderatever® COPD worldwide. In the U.S. there are amegéd 28 million individuals over the age of 40hwit
COPD, with an annual average growth rate of 1.99fther, of the estimated 28 million COPD patientthie U.S., approximately 13 million people are
classified as having moderate to severe/very séveieD.

Similar to asthma, HRV was the most common virueated during exacerbations of COPD. Colds oftetgue exacerbation symptoms, and in an
experimental HRV challenge study, the HRV load Wahest at day 5 post-challenge. In this experiaeaitallenge study, HRV infection showed more
severe and prolonged lower respiratory symptonngagi obstruction, and neutrophilic airway inflamiatin COPD patients than in subjects without
COPD. In addition, a recent natural exposure stndyOPD patients demonstrated that HRV prevalendevaal load at exacerbation presentation were
significantly higher than in the stable state. Rerf the HRV viral load was elevated in COPD pasi¢hat presented to the clinic, consistent with th
experimental challenge model, suggesting that walication may be ongoing, and antiviral therapgy be an effective treatment modality to prevent o
reduce the severity of exacerbations.

There are currently no direct antiviral drugs appibfor the treatment of HRV. As such, there remairsignificant unmet medical need to identify
treatments that can reduce the impact that HR\tfifie has on the frequency of exacerbations arsldbsontrol, prevent viral transmission, lessen th
severity and duration of cold-like HRV symptoms anithimize secondary bacterial infections in astland COPD patients.

Vapendavir (BTA798)

HRV accesses respiratory tract cells by attachorayeceptor on the cell surface. Canyon-like sleft the surface, or capsid, of the virus attagdheo
receptor which precedes virus infection of the.d8é are developing vapendavir (BTA798), a potetivaal capsid binder that is designed to bincéto
highly conserved pocket in the floor of the cangoil interfere with receptor binding and/or relagady steps in the infectious cycle. Vapendava oten
inhibitor of picornaviruses and has been showmlbit the replication of a wide range of HRV sgms and the replication of a majority of recentVHR
clinical isolates in tissue culture assays. TheiemeBC50 value for vapendavir against the 100 HBMtypes was 5.8 ng/mL(15.2 nM). Vapendavir has
also demonstrated antiviral activity against ottignically relevant enteroviruses (EV) including EV1 and poliovirus types 1, 2 and 3.

We currently plan to initiate a randomized, doullied, placebo-controlled dose-ranging Phase 2ystudhoderate and severe asthmatic patients abfisk
loss of asthma control and exacerbation due taiprpve HRYV infection in the first quarter of 20Ikhis study will be conducted at approximately &8ss
across six to eight countries in North America @eshtral Europe with an anticipated enrollment beargeted of approximately 375 randomized subjects.
The therapeutic effect of two different doses gdesadavir on asthma control following HRV infectiail be assessed, as will the safety and tolergil
vapendavir, the prevention of asthma exacerbatior@pgy outcomes, lung function tests, and tHfeafon symptoms of HRV. The planned primary
endpoint is the Least Square (LS) mean change iiaseline to Study Day 14 in ACQ-6 total score. Rémhsecondary endpoints include the proportion of
subjects with a moderate or severe asthma exaaarlzhiring the interval of Study Days 1-14, therm8an change from baseline to Study Day 7, 21 and 2¢
in ACQ-6 total score, and the maximum decreasdiniicebased forced expiratory volume in one sec(fieV1) during Study Days 1-14 as a percent of
Study Day 1 level. The primary efficacy analysipplation will be the ITT-infected population defthas all subjects with confirmed HRV infection (by
either RVP or RT-PCR on any of Study Days 1, 3irs,).

In addition to investigating the therapeutic pa@ntf vapendavir in moderate to severe asthmaptiin this planned Phase 2 trial, we are alssidering
a clinical development plan in COPD patients.




Vapendavir Clinical Trials

Phase 1In July 2014, we completed enrollment in two Phhseals of vapendavir. One, entitled ‘A Randomiz8thgle-Center, Open-Label, Two-Period,
Two-Sequence, Crossover, Comparative Study to Crertha Oral Bioavailability of Single Doses of TWapendavir Drug Product Formulations in
Healthy Volunteers’ was undertaken to establishsifstemic exposure profile of a single dose ofgendavir free-base tablet formulation comparedhéo t
exposure profile following a single dose of two gagavir phosphate salt capsules, which was theulation used in prior clinical trials. Thirtyix subject:
received a single dose of the capsule formulatidh@tablet formulation in period 1 and, after asiwout, crossed over to receive a single dosesdsttier
formulation in Period 2 of the study, accordingheir sequence treatment assignment. Of the 3@stshjandomized, 34 completed both periods of the
study and were evaluable for the primary pharmamild (“PK”) assessment, which was a comparisah@idrug exposure between the two formulations.
Two subjects prematurely terminated after the cetigt of study period 1; one due to an adversetesferiral syndrome considered unrelated to study
drug treatment and one subject withdrew consentdatinued study participation. No serious adversmnts (SAESs) occurred during the study. The PK
results demonstrated that the free-base tabletulation achieved approximately 60% of the mean\adability as the phosphate salt capsule formatati
The half-life and time to peak concentration (Tmaeye comparable between the two formulations. iWtenid to use the existing capsule formulation for
the planned Phase 2 study in moderate to sevénmagiatients. We also plan to conduct additionahfdation activities on the free-base formulation t
further improve its characteristics and intendde this formulation in any future development gberadavir beyond the currently planned Phase 2 al
filed a patent application for this free-base folation in 2014, which, if issued, would expire 832, not including extensions.

The second Phase 1 trial we recently completedavelisg-drug interaction study entitled ‘A PhaseRandomized, Open-Label Study to Evaluate the
Effect of Vapendavir (BTA798) on the Pharmacokiogtf Orally Administered Midazolam, a CYP3A4 Suatt, in Healthy Male and Female Volunteers’
We undertook this study to assess the effect océwdgvir on the PK profile of midazolam, a CYP3As&smate. Additionally, the effect of midazolam on
the PK profile of vapendavir, the PK profile diféerces of vapendavir in males and females, andafieéysprofile of vapendavir were assessed. Twelaé
and 12 female subjects aged 18 to 55 years wedemzined to receive one of two oral doses of vape@nadad midazolam. Of the 24 subjects randomized,
22 completed all study visits. No SAEs occurredrdpthe study. The results of the study confirnmegendavir's pharmacokinetic profile as establisined
prior clinical trials and that vapendavir is a weaknoderate inducer of CYP3A4, which suggestswthpendavir can be used to treat asthma and COPD
patients receiving multiple background medications.

Phase 2bin March 2012, we completed a 300-patient, Phasdifical trial of vapendavir that evaluated théespand efficacy of 400 mg of vapendavir,
dosed twice daily for six days, for the treatmefitiRV infections in patients with mild to moderatsthma. The trial successfully met its primary ealp
which was a reduction of cold symptoms based omttseonsin Upper Respiratory Symptom Survey (“WURXSY severity score. Vapendavir was
generally tolerated and most treatment-relatedradvevents were of mild intensity, with moderagatment-related events reported in 2.3% of subjects

Phase 2aln 2009, we completed a Phase 2a placebo-contraltathle-blind, randomized, parallel group triabetermine the potential of 25 mg, 100 mg
and 400 mg of vapendavir, when dosed twice dailylbdays, to prevent experimental HRV infectionalienge design) in 41 healthy volunteers. Subjects
that received 400 mg of vapendavir achieved assizlly significant reduction compared to placébmean viral load on Days 2 to 5 inclusive. Vaparic
was generally well tolerated, and the overall ircice of adverse events was low, not dose deperadghtyas similar to placebo. There was one SAE of
neutropenic sepsis in a subject in the 100 mg dritmectrial.

Phase 1In 2006, we completed a Phase 1, placebo-contraladle and multiple oral dose, safety, tolerapiind pharmacokinetic study in 56 healthy
volunteers. Single oral doses of 25 mg, 50 mg,r§p200 mg, 400 mg, 800 mg or 1600 mg of vapendawie evaluated. Vapendavir was generally well
tolerated and there were no dose limiting toxisitie trends in adverse events or laboratory paemebserved, with the incidence and nature ofradve
events similar between placebo recipients andosiind) groups of vapendavir. In a subsequent maltgkending dose trial evaluating 200 and 400 mg of
vapendavir, administered either once a day (“QD"ice a day (“BID”) for seven or eight consecatigays, vapendavir was well tolerated. There were n
SAE'’s and there were no dose limiting toxicitiecnically relevant changes in vital signs, ECQaisoratory parameters observed.
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Respiratory Syncytial Virus RSV)

RSV, a member of thearamyxoviridadamily of viruses, is a major cause of acute ugret lower respiratory tract infections in infargsung children,
and adults. Datamonitor estimates that approximdi@Imillion people are infected annually with RBMhe seven major markets, including over 9 millio
children under the age of four, 5.5 million eldedyd 3 million adults with underlying disease. 4b800,000 of these individuals are hospitalizedlieir
RSV infection. These infections are particularlplgematic in infants, as approximately 91,000 itsaare hospitalized with RSV infection in the Uirs.
any given year. RSV infections are also responddsld0 to 50% of hospitalizations for pediatriobchiolitis and 25% of hospitalizations for pedatr
pneumonia. In addition to pediatric patients, didpatients with cardiac or pulmonary conditionsl aaults that have received a bone marrow transple
at an increased risk for severe RSV infection. @erall magnitude of hospitalizations makes RS\dstlg disease, although mortality is low.

To date, only three drugs have been approvedhergitrevent or treat RSV infections. Ribavirin $2d to treat serious RSV infections in infants wgithrere
bronchiolitis and in immunocompromised patientswidoer, its use is restricted due to highly variaffecacy and toxicity risks. In fact, current Aneam
Academy of Pediatrics guidelines for the treatnodrironchiolitis in children do not recommend thoetine use of ribavirin to treat RSV infection doe
lack of clinical evidence supporting its use. Antilg-based products RespiG&m (no longer availabléd)Synagi® (palivizumab) were designed,
developed and approved to prevent, not treat, RB¢tions in high risk premature infants. Due te tigh cost of treatment with Syna@is , its use is
limited in many hospitals. There remains a sigaificunmet need for a safe and effective treatnmgrR8V in all at-risk populations.

BTA-C585

Our preclinical RSV antiviral programs are focusedorally bio-available F (fusion) protein and nemrotein inhibitors. Our lead compourBiTA-C585,

is an F-protein inhibitor whose mechanism of actohelieved to be via inhibition of fusion of tkigal envelope to the cell membrane of the hodt cel
Laboratory data has demonstrated that BTA-C585héstpotent antiviral activity against RSV A andcBhical isolatesIn vitro studies in various tissues
from multiple species, including humans, indictigttBTA-C585’s cellular toxicity (CG,) > 100 uM. Data we presented at®4  Interscience Cemée
on Antimicrobial Agents and Chemotherapy (ICAAC)&fiag in Washington, DC (ICAAC) included the resultom a number ah vivostudies designed
to assess the antiviral activity of BTA-C585 priorand during experimental RSV infection in a cottat model, which demonstrated a dose-dependent
decrease in virus titers in lung tissue. Similaaighly significant dosdependent decrease in RSV mRNA in lung tissue Vgasabserved in the cotton
model. Further, preliminary, non-clinical oral, gi@ and multiple-dose data from several animaldamieigy studies indicated that BTA-C585 was highly
bioavailable and well tolerated.

We have initiated IND-enabling studies BMA-C585and subject to the successful completion of thasties, we plan to file an IND and initiate a Phase
clinical trial in mid-2015.

Our Strategy

Our goal is to become a leading biopharmaceutmaipany that develops differentiated products thatprevent and treat serious infections. In order t
achieve this goal, in the near-term we intend tplegnthe following strategy:

e Focus Our Resources on the Development of our ifaltRroduct Candidate. We plan to focus our resources primarily on ferttieveloping
vapendavir to treat patients with moderate to seasthma and possibly COPD, and advancing ouripiead RSV program. More specifically,
over the next year we intend to:

m evaluate the safety and efficacy of vapendava Rhase 2 clinical trial in adult patients withderate to severe asthma that are infected with
HRV, which we intend to initiate in the first quartof 2015;

m advance our CMC for vapendavir to develop a brage formulation;

evaluate the potential of advancing vapendatr atinical development plan in patients with CORIDd

m complete our ongoing IND-enabling studies of BCA85 (our RSV fusion inhibitor) with the intentfite an IND and commence Phase 1
clinical studies in mid-2015.
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e Manage Our Internal Research, Development and Gererd Administrative Expenses at a Level thatdad®nably Similar to Our Anticipate
Royalty Revenue. Upon the anticipated completion of our restruatyiplan in mid2015, we intend to manage our operations suchtibatosts o
supporting our internal research, development ameial and administrative activities are geneialljne with the revenue we anticipate receiv
from royalty revenues from the net sales of In@and Relenz& . By doing so, we intend to consemaerthjority of our cash on hand and short
and long term investments for use towards (i) thectlexternal costs of engaging various clinieslearch, manufacturing or similar third-party
organizations, vendors or consultants to assist advancing our vapendavir and RSV developmergnaras, or other programs we may discover
or obtain in the future.

e Evaluate and Consider -licensing, Merger, Acquisition, Co-developmentdher Similar Transactions to Bolster our Clinicatage Developme
Pipeline. We intend to proactively consider a range of ocafe development or other strategic transactioaisdan bolster our pipeline and
enhance the creation of shareholder value. Whiletead to generally focus our evaluation on depelent programs targeting infectious,
respiratory and inflammatory diseases, we may densither opportunistic situations.

e Seek to Out - license laninamivir octanoaubject to our analysis of the full data set fribwa Phase 2 IGLOO study, we intend to pursueessie
agreement, or other similar transaction, with latged-party pharmaceutical or biopharmaceuticahpanies that have greater clinical
development, manufacturing and commercializatigrabdities than we do that we believe could advaheedevelopment and/or
commercialization of laninamivir octanoate.

Research and Development

Our research and development expense in fiscal,2Z¥B and 2012 was $17.5 million, $19.2 milliord &24.1 million, respectively. In 2015, we plai
focus our research and development resources pinuar (i) the clinical development of vapendawvir patients with moderate to severe asthme
possibly COPD and (ii) completing the ongoing INBabling studies oBTA-C585with the intent to file an IND and commence Phas#irical studies i
mid-2015.

Our basic research and discovery activities, inofgidnedicinal chemistry, virology, and cell cultiassays have historically been conducted by oaaret
staff in our laboratory facility in Melbourne, Aualia. We plan to close this facility by the endJofne, 2015. Once this facility is closed and danipec
reduction in staff is completed, we will no londeve these internal research, discovery and dewelopresources to support work on discovery
projects or our current pipeline. We currently di have any plans to build similar laboratory fdieis or hire staff to conduct research, discovany
certain development activities. To the extent wedtmt these activities in the near-future, we @odie that we will outsource them and rely on tpedty
vendors and consultants.

Sales and Marketing

We currently do not have any commercializationades and marketing capabilities, and we have nusgiainvest in or build such capabilities intelpat
the near-term, if ever. At this time, we anticipptatnering, collaborating with or licensing centaights to our development programs to other large
pharmaceutical or biopharmaceutical companiesdrfuture to support the late stage developmentaminercialization of our product candidates.
However, other than our existing license and consiakzation agreements with GSK and Daiichi Sankye,may decide not to license any
commercialization rights to our product candidatethe future.

Manufacturing

We currently do not own or operate any facilitiesvihich we can formulate, manufacture, fill or pagé our product candidates. With respect to lanivia
octanoate , we currently rely on a single groupaftract manufacturers to produce our drug substahe TwinCap® dry powder inhaler device, and to
fill and package the materials required to condlintcal trials under current good manufacturinggiices, (“cGMP”). For vapendavir and our RSV
preclinical program, we currently use a numberasftact manufacturers to produce our drug substandédo fill and package materials for preclinical
studies and clinical trials. If an existing contramanufacture fails to deliver on schedule, orlaba fails to manufacture our material is accorcawith
their or our specifications and/or FDA regulatioitgould significantly delay or interrupt the démement or commercialization of our product cantida
and affect our operating results and estimatediitie& We have used contract manufacturers to pedl of the clinical trial material used in the
preclinical studies and clinical trials we have docted to-date.
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Competition

The pharmaceutical and biotechnology industriesraemsely competitive. Many companies, includimgtdchnology, chemical and pharmaceutical
companies, are actively engaged in activities simd ours, including research and the developmptoduct candidates for the treatment of infactio
diseases. Many of these companies have substamfiakiter financial and other resources, largeyareh and development staffs, and more extensive
marketing and manufacturing capabilities than weldaddition, some of them have considerably nexerience in preclinical testing, conducting dali
trials and other regulatory approval proceduregr&lare also academic institutions, governmentteigs and other research organizations that are
conducting research in areas in which we are wgrRiie expect to encounter significant competitionany of the product candidates we plan to develop
Companies that complete clinical trials obtain iegpliregulatory approvals and commence commeralabof their products before their competitors may
achieve a significant competitive advantage.

The pharmaceutical market for products that pregefrteat influenza is very competitive. Key conipet advantages for laninamivir octanoate may
include its single administration treatment reginignantiviral resistance profile, and to-date rigported safety profile. A number of Nis are ently
available in the U.S. and/or other counties, intigdlapan, for the prevention and/or treatmenbfidiénza. These include oseltamivir phosphate from
Hoffmann-La Roche Ltd. (“Roche”), which is marketsl Tamiflu® , zanamivir from GSK, which is marketesiRelenz® , laninamivir octanoate from
Daiichi Sankyo, which is marketed as Ind®ir , aedamivir from Shionogi & Co., Ltd, which is markdtas Rapiact® . Biocryst, Inc. has filed a NDA in
the U.S. for peramivir. Roche’s and GSK’s Nls gopraved for both the prevention and treatment fdfiémza, and both Roche and GSK have intravenous
therapy formulations of oseltamivir and zanamiwiclinical development. In addition to Nls, there ather companies working to develop antiviralgdru
with other mechanisms of action to be used agaarsbus strains of influenza.

We anticipate that laninamivir octanoate, if eweccessfully developed and approved, would compegetty or indirectly with drugs that will be “gerie”

by the time laninamivir octanoate may be approwedéle. Generic drugs are drugs whose patentgbiartehas expired, which generally have an average
selling price substantially lower than drugs prgddy patents and intellectual property rightsleds a patented drug can sufficiently differentitgelf

from a competing generic drug in a meaningful manthe existence of generic competition in anydation will generally impose significant pricing
pressure on competing patented drugs.

Currently, there are no approved direct-actingvanati drugs to treat HRV or RSV infections. Howeyveur vapendavir product candidate would indirectly
compete with drugs approved to reduce the incidefesacerbations in patients with asthma and CGRDBh as fluticasone propionate (Advir ),
tiotoprium bromide (Spiriv&® ), fluticasone furoatiésnterol (Breo Ellipté® ), and roflumilast (Dalsp® ). In addition to these approved drugs, theze ar
compounds at the clinical development stage, sac¢hreled R-interferon, that if successfully depel for the treatment of HRV infections could cotepe
with vapendavir. We also anticipate that our précll RSV compoun®8TA-C585, if successfully developed, may compete with G8&8nd AL-8176,
Phase 2 investigational drugs in development fertitbatment of RSV infections in the event anyhese compounds are ever approved for sale.

Intellectual Property Rights and Patents

Patents and other proprietary intellectual righésaucial in our business and industry, and estaibly and maintaining these rights are essentipistify
the cost to develop and commercialize any of oadpet candidates and products. We have soughingamt to continue to seek, viable and strategic
intellectual property rights, including, but nahited to, patent protection for our inventions, amteénd to rely upon patents, trade secrets, cenfidl
information, know-how, trademarks, improvementsim technological innovations and licensing oppuaittes to develop and maintain a competitive
advantage for our products and product candidatesder to protect our intellectual property rightve typically require employees, consultants,
collaborators, advisors, potential partners, serpioviders and contractors to enter into confi@dityt agreements with us, generally stating thattwill
not disclose our confidential information to thpdrties for a certain period of time, and will atlise not use our confidential information for angts
benefit but ours.

The patent positions of biotechnology and pharmi@ca@lcompanies are highly uncertain and involvemptex legal and factual questions. Therefore, the
patentability of subject matter we claim in ourgratapplications, the breadth of the claims ultehagranted, or their enforceability cannot be presdl.

For this reason, we may not have or be able tarobtamaintain worldwide patent protection for asyall of our products and product candidates, @d
intellectual property rightsnay not be protected or legally enforceable irtallntries throughout the world. In some cases wenelgt upon data exclusivi
or similar exclusivities, although there is no qaraee that data exclusivity will be available otadbed in any jurisdiction. Further, as the pulilma of
discoveries in the scientific and/or patent litaratoften lags behind the actual discoveries, waaibe certain that we or our licensors were itisé tb
make the inventions described in our patent apjidica or that we or our licensors were the firsfil® patent applications for such inventions.
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Pursuant to the terms of the Uruguay Round Agreésniet, patents filed on or after June 8, 1995 W. S. have a term of 20 years from the date of
filing, regardless of the period of time it may edior the patent to ultimately issue. This may shwthe period of patent protection afforded tomaducts
as patent applications in the biopharmaceuticabsedten take considerable time to issue. Undemhug Price Competition and Patent Term Restaratio
Act of 1984, a sponsor may obtain marketing exeltysfor a period of time following FDA approval akrtain drug applications, regardless of patexitis
if the drug is a new chemical entity or if new @il studies were used to support the marketindjegin for the drug.

Zanamivir, a neuraminidase inhibitor approved Fa& treatment and prevention of influenza A andsBnarketed worldwide as Relerfza by GSK. The
Relenze® patent portfolio, which is solely ownedusyand exclusively licensed to GSK, is schedulezkfmre as follows: December 2014 in the U.S., May
2015 in Australia, 2016 in the major countriestaf EU, and July 2019 in Japan. However, GSK hafiagtthat we will continue to receive royalties thre
net sales of RelenZa in the U.S. beyond Decemtiet 20the extent that U.S. Patent Application N&787,141 remains pending. On August 25, 2014,
GSK filed an appeal to the United States Pateratl Pyppeal Board in relation to this pending pat@mplication. While we cannot determine the duration
the outcome of this appeal process, or how lorgphtent application will remain pending, if thagud claims are ultimately issued, we expect that w
would be eligible to receive royalties from netesabf Relenz& in the U.S. for an additional 17 ydéam the date of allowance.

Laninamivir octanoate, a long acting NI for theatraent and prevention of influenza A and B, is ently marketed as Inavft in Japan by Daiichi-Sankyo
The patent relating to the structure of laninamdgdtanoate expires in 2017 in the U.S., the EUJapdn. The patent relating to hydrates and theadiipe
form of laninamivir octanoate actually used in flneduct expires in 2021(not including extensionsthie U.S. and EU and in 2024 in Japan. The dry-
powder inhaler device patent portfolio, which irdis TwinCap® , is owned by Hovione Internationatitéd (“Hovione”) and is exclusively licensed to
us and Daiichi Sankyo worldwide for the preventiord treatment of influenza and other influenza-likal infections. These patents will expire in 208

the U.S., and in 2027 in the EU and Japan.

Vapendavir, is an oral antiviral, is being develbpe treat HRV infections. We exclusively own thegpendavir patent portfolio, and issued claims utiis|
portfolio will begin to expire in some countriesecember 2021, not including extensions. Claitesl! fin recent patent applications related to a-brase
form of vapendauvir, if allowed, would extend covggauntil 2034, without extensions, however we cammake any assurance that these claims will be
allowed.

We also own a patent portfolio focused on develgpiral antivirals for RSV. Our RSV patent portfoliocomprised of a number of patent filings diredia
several compound series, with the earliest projeesgiries of such patents ranging from late-2@2lte-2031. Issued patent claims covering BTA-C585
will begin to expire in 2031.

Patent Term Restoration/Extension and Marketing iskeity

Depending upon the timing, duration and specifidS[@A approval for the intended use of our prodtanididates, some of our U.S. patents may be digibl
for limited patent term extension under the DrugdCompetition and Patent Term Restoration Adt384, commonly referred to as the Hatch-Waxman
Act. The Hatch-Waxman Act permits a patent resionaerm, or extension, of up to five years as cengation for patent term lost during product
development and the FDA regulatory review procEssvever, patent term restoration cannot extendehmining term of a patent beyond a total of

14 years from the product’s approval date. Sultgecertain limitations, the patent term restorapeniod is generally one-half the time between the
effective date of an IND and the submission date NDA plus the time between the submission datndfiDA and the approval of that application, ua
total of five years. Only one patent applicablemoapproved drug is eligible for the extension. &pplication for such extension must be submittéat po
the expiration of the patent and within 60 daythefdrug’s approval. The United States Patent aadéimark Office (‘USPTO”), in consultation with the
FDA, reviews and approves the application for aatept term extension or restoration. Similar priovis are available in Europe and other foreign
jurisdictions to extend the term of a patent tlmters an approved drug. In the future, we may afwplyestoration of patent term for one or mor@of
currently owned or licensed patents to add paifnbéyond its current expiration date, dependinghe expected length of the clinical trials anlteot
factors involved in the filing of the relevant NDA.
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Market exclusivity provisions under the Federal fdriood and Cosmetic Act (“FDCA”") can also delag stubmission or the approval of certain
applications of other companies seeking to referemother company’s NDA. The FDCA provides a fieatyperiod of non-patent data exclusivity within
the U.S. to the first applicant to obtain approsiad NDA for a new chemical entity. A drug is a nelaemical entity if the FDA has not previously apged
any other new drug containing the same active moiehich is the molecule responsible for the actibthe drug substance. During the exclusivity geri
the FDA may not accept for review an AbbreviatedvNrug Application (“ANDA"), or a 505(b)(2) NDA suhitted by another company for another
version of such drug where the applicant does wotar have a legal right of reference to all theadaquired for approval. However, an applicaticayrbe
submitted after four years if it contains a cectifion of patent invalidity or noimfringement to one of the patents listed with BfiA by the innovator ND.
holder. The FDCA also provides three years of mtargesxclusivity for an NDA, 505(b)(2) NDA or sugphent to an existing NDA if new clinical
investigations, other than bioavailability studiggt were conducted or sponsored by the applex@teemed by the FDA to be essential to the appofv
the application, for example new indications, desagr strengths of an existing drug. This threg-ga&alusivity covers only the conditions associatith
the new clinical investigations and does not pribhiie FDA from approving ANDAs for drugs contaigithe original active agent. Five-year and thyeer
exclusivity will not delay the submission or appabef a full NDA. However, an applicant submittingull NDA would be required to conduct or obtain a
right of reference to all of the pre-clinical stesliand adequate and well-controlled clinical tnedsessary to demonstrate safety and effectivewéss.
cannot assure you that we will be able to take raiggge of either the patent term extension or maenggetxclusivity provisions of this law.

Pediatric exclusivity is another type of exclugndivailable in the U.S. Pediatric exclusivity, ibgted, provides an additional six months to exgsti
exclusivity periods and patent terms. This six-rhagclusivity, which runs from the end of other lesivity protection or the patent term, may be gedn
based on the voluntary completion of a pediatricgin accordance with a FDA request for such dystlihe current pediatric exclusivity provision was
reauthorized in September 2007 as part of the BaddDrug Administration Amendments Act.

Licenses and Agreements

GSK

In 1990, we entered into a royalbgaring research and license agreement with GSiéodevelopment and commercialization of zanamavM| marketet
by GSK as Relenz& to prevent and treat influennalethe terms of the agreement, we licensed zairamiGSK on an exclusive, worldwide basis and
are entitled to receive royalty payments of 7% 8K% annual net sales of Releffza in the U.S., Eyrdgpan and certain other countries and 10% in
Australia, New Zealand, South Africa and Indonésithe extent that the underlying patents in threspective countries do not expire. The Reléhgaten
portfolio is scheduled to expire as follows: Decem®014 in the U.S., May 2015 in Australia, 2016ha major countries of the EU, and July 2019 ak
GSK has recently verified that we will continuerézeive royalties on the net sales of Reléhza dnMs. beyond December 2014 to the extent that U.S.
Patent Application No. 08/737,141 remains penddg August 25, 2014, GSK filed an appeal to the éthibtates Patent Trial Appeal Board in relation to
this patent application. We are unable at this timg@etermine the duration or the outcome of thizeal process, or how long this patent applicatitin
remain pending. If the patent claims are ultimatsefyed, we would expect to be eligible to recetsalties from net sales of Relerfza in the U.Safor
additional 17 years from the date of allowance.

Daiichi Sankyo

In 2003, we entered into collaboration and liceageement with Daiichi Sankyo related to the dguelent of second generation long acting Nls, incigdi
laninamivir octanoate. Under the collaboration hoehse agreement, we and Daiichi Sankyo crossdiee the right to develop, make, use, sell or dffer
sale, or import products based on our respectiediéctual property related to our long acting Msprimary focus of the agreement was for the parto
collectively seek third-party licensees that calgdelop and commercialize the related long-actitgdw a worldwide basis. In the event that theteela
intellectual property was out-licensed to a thiedtp, we would share equally with Daiichi Sankyaimy future royalties, license fees, milestonestber
payments received from such a licensee. Furthibiguagh it was the intention of the parties to se¢tird-party licensee or licensees worldwide,ghgies
retained the right to market or coarket related products in the U.S. and other ntautatside of Japan, and any sales made by eidmsrip the U.S. woul
result in the selling party paying the other partypyalty rate that was half of the royalty rat@gday any other third-party licensee. To date, ¢hgsive been
no third-party licenses granted pursuant to thieament; therefore a royalty rate on net salesdsutf Japan has not been established.
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In March 2009, we entered into a commercializaignreement with Daiichi Sankyo, pursuant to whicliddaSankyo obtained exclusive marketing ri¢
in Japan for long acting NI's, including laninamieictanoate covered by the 2003 collaboration and license ageed between the parties. In considere
for these rights, Daiichi Sankyo agreed to pay usyalty rate equal to 4% or potentially highercgrtain circumstances, on net sales in Japan.pjte@be
2010, laninamivir octanoate (Inavir was approved for sale by the Japanese MinistryesltH and Welfare for the treatment of influenzadhults an
children. Accordingly, under this agreement, werently receive a 4% royalty on net sales of In&in Japan and are eligible to earn sales mile:
payments.

Hovione

On January 25, 2007, together with Daiichi Sankye,entered into an exclusive license agreement Mdtione for the use of its proprietary dupwde
inhaler technology for prevention and treatmeninfifienza and other influenza-like viral infectiongth laninamivir octanoate or any other loagting N
selected by us or Daiichi Sankyo during the ternthef agreement. Under the terms of the agreemerhei event we sublicense laninamivir octan
administered by the dry-powder inhaler to a thiedty, we will owe Hovione a sublicense fee andyalty on net sales. In the event we or Daiichikya
commercialize laninamivir octanoate administeredhsy drypowder inhaler outside of Japan, the terms, canditiand any royalty rate due to Hovi
have not yet been determined. The license agregreninates with expiration of the last patentrol@iovering the drypowder inhaler intellectual prope
used. These claims are currently scheduled to@xpi2029 in the U.S., and in 2027 in the EU arghda

BARDA Contract for the Development (Laninamivir Octanoate

In March 2011, our wholly owned subsidiary, Bio@ehtific Management Pty Ltd., was awarded a catfream BARDA for the late-stage
development of laninamivir octanoate on a cost-fiked-fee basis, the total of which was not toesd $231.2 million. BARDA is part of ASPR within
HHS. The BARDA contract was designed to fund araigle us with all technical and clinical data, asdlas U.S. based manufacturing, to support the
filing of a NDA with the FDA for laninamivir octarade.

On April 23, 2014, we were notified by the HHS offiof ASPR and BARDA that pending a decision reigarthe outcome of a recently completed IPR
of our contract for the development of laninamiitanoate, ASPR/BARDA had issued a Stop-Work Ondéfying us to discontinue work on a
number of activities under this contract. On May(@14, the HHS office of ASPR and BARDA notified afgheir decision to terminate our contract
with BARDA for the convenience of the U.S. Govermmbased upon this IPR. Certain activities ongeihthe time of termination, particularly those
associated with the recently-concluded Phase I$ tfdaninamivir octanoate, were excluded fromtémenination notice and will continue until
completed.

We continue to work with ASPR/BARDA to close ouisticontract, which involves completing several ichh trials, finalizing invoices and billings for
those activities undertaken pursuant to the coptdatermining the nature and extent of any eglétadjustments and negotiating a final termination
settlement. As of June 30, 2014, we had $17.8anmilin accounts receivable due from BARDA, whichsloet include $3.7 million of contract service
revenue and accounts receivable that we did nogréze related to amounts that we are entitledeteebmbursed for under our terminated contract with
BARDA and pursuant to applicable government reguat but for which we potentially may not be futBimbursed. The terms and conditions
contained in the vast majority of our agreements wur sub-contractors under the BARDA agreementach that we are obligated to pay these sub-
contractors only when and to the extent that waeimbursed by BARDA. As such, to the extent thARBA does not reimburse us for allowable costs
incurred, we may not be obligated to reimbursesmlncontractors. At this time, we cannot determihemcertain invoices will be approved and
reimbursed by, or when a final termination settletmeay be finalized with, BARDA, or what the firfaiancial outcome resulting from the termination
of the BARDA contract may be.
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Regulatory Matters
Overview

The preclinical and clinical testing, manufactdabeling, storage, distribution, promotion, sabkqat, reporting and record-keeping of drug prodwtd
product candidates is subject to extensive reguidiy numerous governmental authorities in the ,U$cipally the FDA and corresponding state
agencies, and similar regulatory authorities ireottountries.

Non-compliance with applicable regulatory requiremeras result in, among other things, total or phsiigspension of the clinical development,
manufacturing and marketing of a product or proaactdidate, the refusal of the FDA or similar regoty authorities in other countries to grant ménke
approval, the withdrawal of marketing approvalse§i, injunctions, seizure of products and crimprakecution.

U.S. Regulatory Approva

Pursuant to FDA regulations, we are required tesssfully undertake a long and rigorous developmestess before any of our product candidates ean b
marketed or sold in the U.S. This regulatory predgpically includes the following steps:

the successful completion of satisfactory précdihstudies under the FDA'’s good laboratory pragi(“GLP”) regulations;
the submission and acceptance of an IND that breistviewed and accepted by the FDA and becoreetifé before human clinical trials may
begin;

e the approval of an Institutional Review BoardRE") at each site or location where we plan to eata clinical trial to protect the welfare and
rights of human subjects in clinical trials;

e the successful completion of a series of adecuadenell-controlled human clinical trials to edisi the safety, potency, efficacy and purity of an
product candidate for its intended use, which confto the FDA'’s good clinical practice (“GCP”) rdgtions;

e the development and demonstration of manufagpimcesses that conform to FDA-mandated currentd®tanufacturing Practices (“cGMPs”);
and

e the submission to, and review and approval by RBA of a New Drug Application (“NDA") prior to gncommercial sale or shipment of a
product.

Successfully completing this development procegaires a substantial amount of time, risk and fam@resources. We cannot assure you that thisepeoc
will result in the granting of an approval for aofyour product candidates on a timely basis, #lgtor that we will have sufficient financial rastes to see
the process for any of our product candidates titrda completion.

Preclinical Studie:

Preclinical studies generally include laboratomyinovitro , evaluation of a product candidate, its chemigtgmulation, stability and toxicity, as well as
certainin vivoanimal studies to assess its potential safety aiddic activity. We must submit the results ofskeoreclinical studies, together with other
information, including manufacturing records, atiagl data and proposed clinical trial protocotstiie FDA as part of an IND, which must be reviewgd
the FDA and become effective before we may begynhaman clinical trials. An IND generally becométeetive approximately 30 days after receipt by
the FDA, unless the FDA, within this 30-day timeipd, raises material concerns or questions altmuiintended conduct of the proposed trials and gapo
what is referred to as a clinical hold or partigtical hold. If one or more of our product candiekis placed on clinical hold, we may be requitetksolve
any outstanding issues to the satisfaction of hA& Before we can begin, or continue, clinical siaf such product candidates. Preclinical studies
supportive of an IND generally take a year or ntoreomplete, and there is no guarantee that andaed on those studies will become effective, thus
allowing human clinical testing to begin.

Certain preclinical studies must be conducted mml@nce with the FDA's GLP regulations and the D8partment of Agriculture’s Animal Welfare Act.
Violations of these regulations can, in some cdsasl, to invalidation of the studies, requiringlsstudies to be conducted again.
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Clinical Trials

The clinical trial phase of drug development ocafter a successful IND submission, and involvesdittivities necessary to demonstrate the safety,
tolerability, biologic activity, efficacy and dosa@f an investigational new drug substance in hsmas well as the ability to produce the drug sares in
accordance with the FD&'cGMP requirements. Clinical trials are conducteder protocols detailing, among other things,abjectives of the trial and tt
parameters to be used in assessing the safethardttivity or efficacy of the product candidateck clinical trial protocol must be submitted te fFDA
under the IND prior to beginning the trial. Eadhltrand the related clinical protocol, must beieexed, approved and conducted under the auspicas of
IRB and, with limited exceptions, requires the gatis informed consent to participate in the tr&onsors, investigators, and IRBs also must gatisf
extensive GCPs, including regulations and guidsliioe obtaining informed consent from the studyjects, complying with the protocol and
investigational plan, adequately monitoring thaichl trial, and reporting any SAEs on a timelyibas

Clinical trials to support a NDA for marketing appal are typically conducted in three sequentiaggls: Phase 1, 2 and 3. Data from these actigities
compiled in a NDA for submission to the FDA requegtapproval to market the drug. These phases reapimpressed, may overlap, or may be omitted in
some circumstances. The FDA may also require spems@onduct Phase 4 clinical trials after magggiroval to study certain safety issues or othtepk
populations.

e Phase 1. After an IND becomes effective, Phase 1 humaniadl trials can begin. A product candidate is ¢lly introduced either into healthy
human subjects or in certain cases, patients Withrtedical condition for which the product candidatintended to be used. Generally, the put
of a Phase 1 trial is to assess a product cantidstety and the ability of the human body tortate it at different dose levels. Absorption,
metabolism, distribution and pharmacokinetic traas also generally performed at this stage. Phasels typically evaluate these aspects of the
investigational drug in both single and multiplesds.

e Phase Z During Phase 2 clinical trials, a product cantida generally studied in an exploratory triatr@als in a limited number of patients with
the disease or medical condition for which it ieided to be used in order to (i) further idendifiyy possible adverse side effects and safety risks,
(i) assess the preliminary or potential effectiess or biologic activity of the product candidaiedpecific targeted diseases or medical conditions
and (iii) assess dose tolerance and determineptiaal dose for a subsequent Phase 2 or Phasad.Ptiase 2 trials generally involve patients \
are divided into one or more groups that will ge¢ of several dose levels of the product candidaig,a control group that is not treated with the
product candidate but either receives a placelzodsug already on the market for the same indinafigpically, two or more Phase 2 studies will
be conducted for a product candidate prior to acivgnto Phase 3.

e Phase Z If and when one or more Phase 2 trials demoresthat a specific dose or range of doses of a ptarundidate is potentially effective &
has an acceptable safety and tolerability profifes or more Phase 3 trials may be undertaken tiosiudemonstrate or confirm the clinical efficacy
and safety of the investigational drug in an exgahgatient population, with the goal of evaluatissgoverall risk-benefit relationship. Phase 3
trials are generally designed to reach a speaifad gr end point, the achievement of which is idehto demonstrate the product candidate’s
clinical efficacy. The successful demonstratiorlofical efficacy and safety in one or more Phasedass is typically a prerequisite to the filing @
NDA for a product candidat

The sponsor of a clinical-stage development progreay request an “end-of-Phase 2 Meeting” with tbé\Fo assess the safety of the dose regimen to be
studied in a Phase 3 clinical trial, to evaluateghanned design of a Phase 3 trial, and to ideatiff additional information that will be neededstgport a
NDA. If a Phase 3 clinical trial has been the sabgg discussion at an e-of-Phase 2 Meeting, the sponsor may be eligibla@fBpecial Protocol
Assessment (“SPA”"), a process by which the FDAhatrequest of the sponsor, will evaluate the piatocol and issues relating to the protocol seas
whether it is deemed to be adequate to meet teatff@ and regulatory requirements identified bg sponsor. If the FDA and the sponsor reach agreem
on the design and size of a Phase 3 clinicalitrtahded to form the primary basis of an efficalaym in a NDA, the FDA may reduce the understanding
writing. The SPA, however, is not a guarantee ofipct approval by the FDA, or approval of any pasitile claims about the product.

Throughout the various phases of clinical develaptreamples of the product candidate made in diffebatches are tested for stability to estabiish a

shelf life constraints. In addition, large-scaleduction protocols and written standard operatimg@dures for each aspect of commercial manufaetue
testing must be developed and validated.
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Phase 1, 2, and 3 testing may not be completecessitdly within any specified time period, if at alhe FDA closely monitors the progress of eacthef
three phases of clinical development and maysatigicretion, reevaluate, alter, suspend, or textmifurther evaluation or trials based upon tha dat
accumulated to that point and the FDA'’s assessofahe risk/benefit ratio to the patient. The FQe sponsor, a data safety monitoring board oR&h |
may suspend or terminate a clinical trial at ametifor various reasons, including a finding that shibjects or patients are being exposed to arceptable
health or safety risk. The FDA can also requesttimthél clinical trials be conducted as a condittorproduct approval or advancement to the nexestd
development. Additionally, new government requirateenay be established that could delay or prenezntlatory approval of product candidates under
development.

Clinical trials performed outside the U.S. undeidldB must meet the same requirements that appiyudies conducted in the U.S. The FDA may also
accept a foreign clinical study not conducted uraareND if the study is well-designed, well-condeatt performed by qualified investigators, and camfo
to the ethical principles contained in the Declarabf Helsinki, or with the laws and regulatiorfstwe country in which the research was conducted,
whichever provides greater protection of the husianjects.

Certain information about clinical trials, includim description of the study, participation craetocation of study sites, and contact informatiemequirec
to be sent to the National Institutes of HealtNIH”) for inclusion in a publicly-accessible dataleethat is available at www.clinicaltrials.gov. 8pors
also are subject to certain state laws imposingirepents to make publicly available certain infatimn on clinical trial results. In addition, thedd and
Drug Administration Amendments Act of 2007 directed FDA to issue regulations that will require spars to submit to the NIH the results of all
controlled clinical studies, other than Phase tlisti

NewDrug Applications (NDA)

If and when we believe that all the requisite datitrials for a product candidate have been cotegleith satisfactory and supporting clinical, @mibgy,
safety and manufacturinglated data, we must submit a NDA to the FDA iteorto obtain approval for the marketing and sék product candidate in tl
U.S. Among many other items, a NDA typically inahscthe results of all preclinical and toxicologydsés and human clinical trials and a descriptibtine
manufacturing process and quality control meth@tie. FDA must approve the NDA prior to the marketimgl sale of the related product. The FDA may
deny or reject a NDA if it believes all applicalégyulatory criteria are not satisfied, or it magjuie additional data, including clinical, toxicgh safety or
manufacturing data prior to approval. The FDA h@sléys from its receipt of a NDA to review the agaion to ensure that it is sufficiently complébe a
substantive review before accepting it for filiidne FDA may request additional information rathert accept a NDA for filing. In this event, the NDA
must be amended with any additional informatioruested. The FDA may also refer applications forehalvug products or drug products which present
difficult questions of safety or efficacy to an @&bry committee, typically a panel that includegicians and other experts, for review, evaluatiod a
recommendation as to whether the application shioelldpproved. The FDA is not bound by the recommtéowl of an advisory committee.

A NDA can receive either standard or priority revié\ product candidate representing a potentiagpificant improvement in the treatment, prevention
diagnosis of a life threatening or serious diseaag receive a priority review. In addition, prodeendidates studied for their safety and effectgsnin
treating serious or life-threatening ilinesses firavide meaningful therapeutic benefit over ergtireatments may also receive accelerated appoovidle
basis of adequate and well-controlled clinicall$rigstablishing that the drug product has an effie@ surrogate endpoint that is reasonably likelyredict
clinical benefit, or on the basis of an effect atlimical endpoint other than survival or irrevéatsi morbidity. Priority review and accelerated apyad do no
change the standards for approval, but may exp#uitapproval process.

If the results of the FDA evaluation of the NDA and inspection of manufentyufacilities are favorable, the FDA may issueagproval letter. An approv
letter authorizes the commercial marketing of thegdvith specific prescribing information for a sffee indication. As a condition of NDA approvahe
FDA may require post-approval testing, includin@&h4 trials, and surveillance to monitor the dsuggifety or efficacy and may impose other condition
including labeling or distribution restrictions whi can materially impact the potential market arafifability of the drug. Once granted, product epals
may be withdrawn if compliance with regulatory stards is not maintained or problems are identifildwing initial marketing.
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If the FDA determines that it cannot approve theA\Dits present form, it generally issues whateiferred to as a complete response letter. A cdmple
response letter will describe all of the specifificiencies that the agency has identified in goliegtion that must be met in order to secure faggiroval o
the NDA. If and when those conditions are met ®mRBDA'’s satisfaction, the FDA will typically re-rmw the application and possibly issue an approval
letter. However, even after submitting this addisibinformation, the FDA ultimately may decide tkia application does not satisfy the regulatoiteida
for approval. It can take several years for the RDApprove a NDA once it is submitted, and theadime required for any product candidate to be
approved may vary substantially, depending upom#tere, complexity and novelty of the product Gdate.

We cannot assure you that the FDA, or any otheitagimegulatory authority in another country, wghant approval for any of our product candidates.on
timely basis, if at all. Success in preclinicakarly-stage clinical trials does not assure sudcelsger stage clinical trials. Data obtained frpnaclinical
and clinical activities is not always conclusivelanay be susceptible to varying interpretations tbald delay, limit or prevent regulatory approval

Pos-Approval Regulations

If and when a product candidate receives regulapproval to be marketed and sold, the approwsgpisally limited to a specific clinical indicatioor use.
Further, even after regulatory approval is obtajsetbsequent discovery of previously unknown sgietyplems with a product may result in restrictions
its use, or even complete withdrawal of the prodarh the market. Any FDAspproved products manufactured or distributed bgrassubject to continuil
regulation by the FDA, including record-keepinguigments and reporting of adverse events or eapees. Further, drug manufacturers and their
subcontractors are required to register their dstabhents with the FDA and state agencies, andab@ct to periodic inspections by the FDA andestat
agencies for compliance with cGMP regulations, Wwhinpose rigorous procedural and documentationireepents upon us and our contract manufactt
We cannot be certain that we, or our present aréutontract manufacturers or suppliers, will bie &b comply with cGMP regulations and other FDA
regulatory requirements. Failure to comply withstheequirements may result in, among other thitegal or partial suspension of production actiwtier
our current and future product candidates, faibfrine FDA to grant approval for the marketing o€ls product candidates, and withdrawal, suspension,
revocation of marketing approvals.

If the FDA approves one or more of our product éadaies, we and our contract manufacturers mustigedaiie FDA with certain updated safety, efficacy
and manufacturing information. Product changesyelbas certain changes in the manufacturing pmooesacilities where the manufacturing occurs or
other post-approval changes may necessitate adittdA review and approvalVe rely, and expect to continue to rely, on thiadties for the formulatio
and manufacture of clinical and commercial quaegitf our products. Future FDA and state inspestinay identify compliance issues at the facilités
our contract manufacturers that may disrupt pradogtr distribution, or require substantial res@srto correct.

The labeling, advertising, promotion, marketing aistribution of an approved drug or biologic protimust also comply with FDA and Federal Trade
Commission, (“FTC") requirements which include, amgmthers, standards and regulations for direcettsumer advertising, off-label promotion, industry
sponsored scientific and educational activities, romotional activities involving the Internet. @RDA and FTC have very broad enforcement authority
and failure to abide by these regulations can té@syenalties, including the issuance of a Warriager directing the company to correct deviatifmosn
regulatory standards and enforcement actions #rainclude seizures, fines, injunctions and crifngrasecution.

Once an approval is granted, the FDA may withdiaevapproval if compliance with regulatory standasdsot maintained or if problems occur after the
product reaches the market. After approval, sompesyf changes to the approved product, such asgadew indications, manufacturing changes and
additional labeling claims, are subject to furtREXA review and approval. In addition, the FDA mayuire testing and surveillance programs to monitor
the effect of approved products that have been centialized, and in some circumstances the FDA agower to prevent or limit further marketing of a
product based on the results of these post-magkptingrams.

20




From time to time, legislation is drafted and latéroduced and passed that could significantlyngeathe statutory provisions governing the approval
manufacturing and marketing of products regulatethb FDA. In addition, FDA regulations and guidaraze often revised or reinterpreted by the agency
in ways that may significantly affect our businassl our product candidates. It is impossible talistavhether legislative changes will be enacted, o
whether FDA regulations, guidance or interpretatiail change or what the impact of such chandemy, may be. We cannot predict the likelihood,
nature or extent of adverse governmental reguldtiahmight arise from future legislative or adretrative action, either in the U.S. or abroad herimpac
such changes could have on our business.

Other U.S. Health Care Laws and Compliance Requiramts

In the U.S., our activities are subject to regolatby various federal, state and local authoritieeddition to the FDA, including the Centers foediicare

and Medicaid Services (formerly the Health CareaRoing Administration), other divisions of HHS (g e Office of Inspector General), the

U.S. Department of Justice and individual U.S. Atey offices within the Department of Justice, atate and local governments. For example, sales,
marketing and scientific/educational grant programost comply with the anti-fraud and abuse prowvisiof the Social Security Act, the False Claims, Act
the privacy provisions of the Health Insurance &tility and Accountability Act (“HIPAA”) and similastate laws, each as amended. Pricing and rebate
programs must comply with the Medicaid rebate nejuents of the Omnibus Budget Reconciliation Act®30 and the Veterans Health Care Act of 1992,
each as amended. If products are made availablathorized users of the Federal Supply ScheduleeoGeneral Services Administration, additionaldaw
and requirements apply. Under the Veterans Healtle @ct, (“WVHCA”"), drug companies are required féeocertain drugs at a reduced price to a number
of federal agencies including U.S. Department dvéns Affairs and U.S. Department of DefensePthielic Health Service and certain private Public
Health Service designated entities in order toigpéte in other federal funding programs includivigdicare and Medicaid. Recent legislative changes
purport to require that discounted prices be offéce certain U.S. Department of Defense purch&seits TRICARE program via a rebate system.
Participation under VHCA requires submission o€img data and calculation of discounts and reljatiesuant to complex statutory formulas, as wetha:
entry into government procurement contracts govkhyethe Federal Acquisition Regulations.

In order to distribute products commercially, westneomply with state laws that require the regigireof manufacturers and wholesale distributors of
pharmaceutical products in a state, including girain states, manufacturers and distributors Wi groducts into the state even if such manufacsuor
distributors have no place of business within tages Some states also impose requirements on aocdrs and distributors to establish the pedigfee
product in the chain of distribution, including sestates that require manufacturers and otheidojot mew technology capable of tracking and traeing
product as it moves through the distribution ch8everal states have enacted legislation requitiragmaceutical companies to establish marketing
compliance programs, file periodic reports with stete, make periodic public disclosures on safesketing, pricing, clinical trials and other adiirs or
register their sales representatives, as well@asiliting pharmacies and other health care entit@s providing certain physician prescribing dita
pharmaceutical companies for use in sales and tirggk@nd prohibiting certain other sales and mtamgepractices. All of our activities are poteniyal
subject to federal and state consumer protectidruafair competition laws.

Foreign Regulation

In addition to regulations in the U.S., we are subjo a variety of foreign regulations governitigical trials and commercial sales and distribaotad our
product candidates to the extent we choose to dptkese product candidates or sell any produdtsdsuof the U.S. Whether or not we obtain FDA
approval for a product, we must obtain similar appt by comparable regulatory authorities in fonetgpuntries before we can commence clinical tdals
the marketing of a product in those countries. djygroval process varies from country to country tedtime may be longer or shorter than that reglio
obtain FDA approval. The requirements governingabeduct of clinical trials, product licensing, @rnig and reimbursement vary greatly from country to
country.

EU member states require both regulatory clearamgéise national competent authority and a favaahics committee opinion prior to the
commencement of a clinical trial. Under the E.lgulatory systems, we may submit marketing authtidmapplications either under a centralized or
decentralized procedure. The centralized procepiunédes for the grant of a single marketing auttation that is valid for all E.U. member statekeT
centralized procedure is compulsory for medicimeslpced by certain biotechnological processes,yntsdvrith a new active substance indicated for the
treatment of certain diseases such as neurodegieratsorder or diabetes and products designaestEhan medicinal products and optional for those
products which are highly innovative or for whickentralized process is in the interest of pati€fite decentralized procedure of approval provides
approval by one or more other, or concerned, mewstages of an assessment of an application pertbhy®ne member state, known as the reference
member state. Under the decentralized approvakproe, an applicant submits an application, oridosand related materials (draft summary of préduc
characteristics, draft labeling and package |egtitethe reference member state and concerned nestattes. The reference member state prepare$ta dra
assessment and drafts of the related materialsnwit0 days after receipt of a valid applicatiorithivh 90 days of receiving the reference membeesta
assessment report, each concerned member statelecids whether to approve the assessment regbretaied materials. If a member state cannot
approve the assessment report and related matemnidiiee grounds of potential serious risk to pub&alth, the disputed points may eventually berredeto
the European Commission, whose decision is bindingll member states.
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Pharmaceutical Coverage, Pricing and Reimbursem

Significant uncertainty exists as to the coveragg r@imbursement status of any pharmaceutical ptedar which we may obtain regulatory approval to
market and sell. In the U.S. and other countrigigssof any products for which we receive reguiatgproval to sell will depend considerably on the
availability of reimbursement from third-party payeThird-party payers include government healtiiadtrative authorities, managed care providers,
private health insurers and other organizationg. ffocess for determining whether a payer will fexcoverage for a product may be separate from the
process for setting the price or reimbursementtratethe payer will pay for the product. Third{ygoayers may limit coverage to specific productsan
approved list, or formulary, which might not inctudll of the FDA-approved products for a particuhalication. Third-party payers are increasingly
challenging the price and examining the medicaéasity and cost-effectiveness of medical produntkservices, in addition to their safety and effica
We may need to conduct expensive pharmacoeconaadi®s in order to demonstrate the medical negessil cost-effectiveness of our products, which
would be in addition to the costs required to abfDA approvals. Our products may not be considaredically necessary or cost-effective. A payer’s
decision to provide coverage for a product doesmpty that an adequate reimbursement rate wikifyeroved. Adequate third-party reimbursement may
not be available to enable us to maintain pricelkesufficient to realize an appropriate returrooninvestment in developing a product.

In 2003, the U.S. government enacted legislati@viding a prescription drug benefit for Medicareipéents, which became effective at the beginnifig o
2006. Government payment for some of the costsesfquiption drugs may increase demand for any mtsdor which we receive marketing approval.
However, to obtain payments under this programyweld be required to sell products to Medicarepieeits through prescription drug plans operating
pursuant to this legislation. These plans will ljkeegotiate discounted prices for our productdvibrch 2010, the Patient Protection and Affordaixdee
Act became law in the U.S., which substantiallyrdfed the way healthcare is financed by both govertah and private insurers. We anticipate that this
legislation will result in additional downward psese on the price, if any, that we may receiveafty approved product. Federal, state and local
governments in the U.S. continue to consider lagcsh to limit the growth of health care costsJuing the cost of prescription drugs. Future ligisn
could limit payments for pharmaceutical produats|uding the product candidates that we are deugop

Different pricing and reimbursement schemes eristher countries. In the EU, governments influeiheeprice of pharmaceutical products through their
pricing and reimbursement rules and control ofameti health care systems that fund a large paheofost of those products to consumers. Some
jurisdictions operate positive and negative ligteyns under which products may only be marketed aneimbursement price has been agreed. To ¢
reimbursement or pricing approval, some of thesmu@s may require the completion of clinical Isithat compare the cost-effectiveness of our @aetr
drug products to currently available therapies.eDthember states allow companies to fix their oweoeg for medicines, but monitor and control compan
profits. The downward pressure on health care ¢gogjeneral, particularly prescription drugs, hasdime very intense. As a result, increasingly high
barriers are being erected to the entry of newymrtsd In addition, in some countries, cross-bonagorts from low-priced markets exert a commercial
pressure on pricing within a country.

The marketability of any products for which we rigeeregulatory approval to sell may suffer if thevgrnment and third-party payers fail to provide
adequate coverage and reimbursement. In additioimcaeasing emphasis on managed care in the dsSnhreased, and we expect will continue to
increase the pressure on pharmaceutical pricingeage policies and third-party reimbursement ratag change at any time. Even if favorable coverage
and reimbursement status is attained for one oemprrducts for which we receive regulatory approlesis favorable coverage policies and reimbursemen
rates may be implemented in the future.
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Employees

As of June 30, 2014, we had 66 full-time employ&dspf whom were that engaged in research and diewveint, and 15 of whom were engaged in
corporate, administration, finance, and businesgeldpment activities. In June 2014, we announcedsto reduce our workforce to approximately 20
employees by the end of March 2015, and close albdlirne, Australia facility by June 30, 2015.

All of our employees have entered into non-disalesagreements with us regarding our intellectuaperty, trade secrets and other confidential
information. None of our employees are represebyeal labor union or covered by a collective barggragreement, nor have we experienced any work
stoppages. We believe that we maintain satisfac@agions with our employees.

Available Information

Our website address is www.biotapharma.com. Pleatgethat this website address is provided asauatiire textual reference only. We make availatde fr
of charge through our website our Annual ReporForm 10-K, Quarterly Reports on Form 10-Q, CuriReports on Form 8-K, and all amendments to
those reports as soon as reasonably practicaklesaith material is electronically filed with orffiished to the SEC. The information provided on our
website is not part of this report, and is therefoot incorporated by reference unless such infoomés otherwise specifically referenced elsewherthis
report.

ITEM1A. RISK FACTORS

You should carefully consider the following diséois®f risks, together with the other informaticoméained in this Form 16 The occurrence of any of 1
following risks could materially harm our businessy financial condition, our ability to raise aditinal capital in the future, or ever become praffie. In
that event, the market price per share of our comstock could decline and you could lose a portipall of your investment in our common stock.

RISKS RELATED TO THE TERMINATION OF OUR CONTRACT WIH BARDA

The termination of our contract with BARDA in May @14 impaired our ability to further develop or conartialize laninamiviroctanoate independent!
which could significantly harm our financial condibn, prospects and business.

In March 2011, we were awarded a contract from BARDr the development of laninamivir octanoate. ©nthis contract, we were entitled to receive up
to $231 million in funding to support the developref laninamivir octanoate under an IND in the UC® May 7, 2014 HHS/ASPR/BARDA notified us
its decision to terminate this contract for thevamience of the U.S. Government. We currently belitnat we do not have sufficient capital resoutoes
continue to independently fund the future developina@d commercialization of laninamivir octanodterefore, in order fund such development and
commercialization, we would need to raise additi@agital, or agree to sell or license the rightsor co-develop laninamivir octanoate with a tipedty.

If, however we are able raise additional capitahim future to support the continued developmeramhamivir octanoate, our shareholders may suffer
significant dilution, or if we and Daiichi Sankyicénse the rights to develop and commercializenemivir octanoate outside of Japan to a third pavey
may be required to give up a significant portiorihef commercial value of laninamivir octanoatehtig third party licensee. We cannot assure youweat
will be able to raise sufficient capital or entetoi an acceptable license or similar transactidartber advance the development of laninamivianctate.

BARDA may not fully reimburse us for all the costge have incurred to advance the development of tamnivir octanoate under our contract with
BARDA or as a result of its termination, which cadiharm our financial condition or otherwise resuih us incurring significant management time an
expense to recover such costs through administmtiv legal remedies.

On May 7, 2014 HHS/ASPR/BARDA notified us of itscélgon to terminate our contract with BARDA to adea the development of laninamivir octanc
for the convenience of the U.S. Government. Asitoed in the U.S. Government’s Federal Acquisitie@gRlations (Title 48 of the Code of Federal
Regulations) Clause 52.249-6 “Termination (Costriteirsement)”, with particular, but not exclusiveference to subsections (c) and (f)-(h), the
termination-for-convenience provisions in theseautatjions and our contract with BARDA generally #datus to be reimbursed for (i) the cost incurred f
any work or activities that occurred or were coctrally committed to prior to the termination dafeMay 7, 2014, (ii) any work or activities specily
allowed to continue subsequent to the terminatite ds described in the termination letter or ajtgmn by BARDA after the termination, and for eént
wind-down and other settlement costs incurred @salt of the termination of the contract. BARDAshet yet reimbursed us for certain costs that were
incurred prior to the termination date, as wellrasst of the costs incurred after the terminatiote das we are working with BARDA and our sub-
contractors to reconcile and finalize these inv@iaed a reach agreement on a final terminatiolesetnht.
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As of June 30, 2014, we had $17.8 million in acd¢swaceivable due from BARDA, which does not ine@8.7 million of contract service revenue and
accounts receivable relating to amounts that wielsele are entitled to receive reimbursement fafen our terminated contract with BARDA and
pursuant to applicable government regulationsfdruvhich we potentially may not be fully reimbuds@ he terms and conditions contained in the vast
majority of our agreements with our sub-contractorder the BARDA agreement are such that we atigatbt to pay these sub-contractors only when and
to the extent that we are reimbursed by BARDA. éahs to the extent that BARDA does not reimburséousllowable costs incurred, we may not be
obligated to reimburse our subcontractors.

In the event BARDA does not agree to fully reimleuus for costs we believe to be reimbursable odegide to pay vendors for costs we have not yat bee
reimbursed for, we intend to pursue all availaldmmistrative and legal remedies under the FARaplicable law, which could cause us to incur
significant additional time and expense in an apteto recover these costs. We cannot assure yowehwiill be successful in being reimbursed or othige
recovering all the costs we have incurred and beliee are entitled to be reimbursed for in conectiith the development of laninamivir octanoatehar
termination of the contract, or how long it mayedak recover such costs.

RISKS RELATED TO RECENT STRATEGIC AND OPERATIONAL ECISIONS

We may be unable to successfully restructure arghsition our operations and close our Melbourne, stualia facility in a timely and cost-effective
manner, if at all, which could increase our cost dbing business, delay the development of our pradzandidates or harm our operations and business
prospects

On June 2, 2014, we announced that following thepetion of an operational review of the Company, Board of Directors has adopted a plan to
restructure our operations. The adoption of tha plas the result of a decision by BARDA to term@is$ contract with us for the convenience of th8.U
Government. As a result, we are currently restmiroguour operations, which we expect will involvaignificant reduction in the number of our empleye
the transition of a number of key roles and resiilitees from Australia to the U.S., and the closwf our Melbourne, Australia facility. Specifigglwe
intend to reduce our work force from 66 employaehiae 30, 2014 to approximately 20 as of Apra15 and close our Melbourne operation and facility
by June 30, 2015. The transition of operationsahdinical, regulatory, financial and legal redsrand corporate documents from Australia to tt& .
ongoing. In order to successfully implement thistmgcturing and transition in a timely manner tili, including the migration of our informatiogstems,
financial records, reporting systems, internal calstand legal contracts, we may incur additiomslts and these activities may consume a significant
amount of management’s time. Further, the tramsibioall research and development and general dmihistrative responsibilities to a smaller numbger
employees in the U.S. may result in a delay indiaelopment of our programs or difficulties in mgimg our business in the event we cannot identify a
attract employees with the requisite skills andegignce to support the needs of our operationtt@rarise do not satisfactorily implement this titios.

As a result of our decision to close our Melbourngystralia facility by June 30, 2015, we will norger have laboratories in which to conduct ba:
research and discovery activities, which may impairr ability to support our current antiviral pipaéhe, limit the discovery of future product candidzs,
and could harm our business prospects.

Our basic research and discovery activities, inolgidnedicinal chemistry, virology, and cell cultassays, have historically been conducted by @@arel
staff in our laboratory facility in Melbourne, Auwalia. Pursuant to our current restructuring plaa,intend to close this facility by the end of J@@45
Once this facility is closed and our planned reiucin staff is completed, we will not have internesearch and development capacity to work orosfesg
stage projects or support our current pipeline. &igently do not have any plans to build simildvdeatory facilities elsewhere or hire staff to coal
discovery, research and certain development aetviTo the extent we conduct these activitiehértear future, we anticipate that we will outseutten
and rely on third-party vendors and consultantscivmay require us to incur higher costs.
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We have adopted a corporate strategy, a componémttoch reflects our intent to p ursue in-licensingcquisition, codevelopment, and other possi
strategic transactions in order to bolster our plpe with additional clinical-stage development mgyrams . We may be unable to implement
successfully execute on this component of our st on a timely basis, if at all, which could harour business.

The number of clinical-stage development programadable for in-licensing, acquisition or co-devetoent are limited, and there are numerous othgelar
pharmaceutical and biopharmaceutical companies etngpfor these same opportunities. Many of thesepanies have greater capital resources,
experience and capabilities than we have. We mapaable to successfully identify or execute adaetion for any suitable in-licensing, acquisitarrco-
development candidates, or be able to do so orstaoteptable to us. Any transactions we may compiehe future or potential future strategic diecis

we make may disappoint investors and depress tbe @i our common stock and the value of your itwesit in our common stock. Further, we may need
to raise capital to acquire or support the trafeagcincur acquisition fees or other non-recurrihgrges, and face significant integration challsreyed/or
management and business disruptions, any of wisiald enaterially and adversely affect our busingssfanancial results

RISKS RELATED TO THE DEVELOPMENT OF OUR PRODUCT CADNIDATES

Our Phase 2 IGLOO clinical trial of laninamivir ocnoate did not achieve its primary efficacy endpbjmwhich impaired the value of this program and
our ability to further develop or commercialize laramivir octanoate , or license it to a third-partyvhich could materially harm our financial conditin,
prospects and busines

On August 1, 2014, we announced top-line data fitmrPhase 2 IGLOO trial. As compared to placebitheethe 40 mg or 80 mg cohort achieved a
statistically significant reduction in the mediamé to alleviation of influenza symptoms as measingthe Flu-iiQ patientecorded outcome questionna
which was the primary endpoint of the study. ThHiifa to achieve the primary endpoint of this stimpaired the value of the program and our abitity
continue the development of laninamivir octanoatibous and our partner Daiichi Sankyo to finded-party licensee or collaborator that is willitay
further develop laninamivir octanoate and may askigrimpact our royalty stream on sales of In8vikWe cannot assure you that laninamivir octanoatt
be developed further or otherwise monetized byiuke future.

Our success depends largely upon our ability to adee our product candidates through the variousgea of drug development. If we are unable to
successfully advance or develop our product cantiédaour business will be materially harmed.

Even though we generate royalty revenue from twounfinfluenza products, all of our product cantidaare in early stages of development and their
commercial viability remains subject to the suctidssutcome of current and future preclinical segjiclinical trials, manufacturing processes, raiguy
approvals and the risks generally inherent in #asetbpment of pharmaceutical product candidataturéao advance the development of one or more of
our product candidates may have a material adedfset on our business. The long-term success obasiness ultimately depends upon our ability to
advance the development of our product candidatesigh preclinical studies and clinical trials, eggriately formulate and consistently manufactiment
in accordance with strict specifications and retjoies, obtain approval of our product candidatesé&de by the FDA or similar regulatory authorities
other countries, and ultimately have our productidates successfully commercialized by us orategic partner or licensee. We cannot assure yaiu th
the results of our ongoing or future research, lprieal studies or clinical trials will support @ustify the continued development of our productdidates,
or that we will ultimately receive approval frometkDA, or similar regulatory authorities in oth@uatries, to advance the development of our product
candidates
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Our product candidates must satisfy rigorous regofestandards of safety, efficacy and manufactubafore we can advance or complete their
development and before they can be approved ferbsathe FDA or similar regulatory authorities ther countries. To satisfy these standards, we must
engage in expensive and lengthy studies and ditriaés, develop acceptable and cost effective ufasturing processes, and obtain regulatory appiafva
our product candidates. Despite these effortspoagtuct candidates may not:

e demonstrate clinically meaningful therapeutiotiter medical benefits as compared to a patieeivieg no treatment or over existing drugs or
other product candidates in development to treas#ime patient population;

be shown to be safe and effective in currentfatde preclinical studies or clinical trials;

have the desired therapeutic or medical effects;

be free from undesirable or unexpected side &ffec

meet applicable regulatory standards;

be capable of being appropriately formulated madhufactured in commercially suitable quantitiesaale and at an acceptable cost; or

be successfully commercialized by us or by azerisees or collaborators.

Even if we demonstrate favorable results in prémdinstudies and early-stage clinical trials, wargat assure you that the results of late-stagécalitrials

will be sufficient to support the continued devetamnt of our product candidates. Many, if not mashpanies in the pharmaceutical and biopharmacéutica
industries have experienced significant delayfasdds and failures in all stages of developmentuding late-stage clinical trials, even after asfing
promising results in preclinical testing or eartgge clinical trials. Accordingly, results from cpheted preclinical studies and early-stage clinidals of

our product candidates may not be predictive oféiselts we may obtain in late-stage trials. Furttege, even if the data collected from preclingtaidies

and clinical trials involving any of our productrchidates demonstrate a satisfactory safety ancheffiprofile, such results may not be sufficienbiain
regulatory approval from the FDA in the U.S., dnatsimilar regulatory agencies in other jurisding, which is required to market and sell the pebdu

Clinical trials are risky, lengthy and expensivee Wcur substantial expense for, and devote sigrifitime to, preclinical testing and clinical siayet
cannot be certain that these tests and trialsdeithonstrate that a product candidate is effectineveell tolerated, or will ever support the appiricaad
commercial sale of a product. For example, clinidals require adequate supplies of clinical triedterial and sufficient patient enroliment. Delays
patient enrollment can result in increased costisl@mger development times. Even if we, or a lieensr collaborator, if applicable, successfully ptete
clinical trials for our product candidates, we foey might not file the required regulatory subnassiin a timely manner and may not receive margetin
approval for the product candidate. We cannot asgow that any of our product candidates will sastidly progress further through the drug developime
process, or will result in an approved and comnadlycviable product.

If the actual or perceived therapeutic benefits, thie safety or tolerability profile of any of ourrpduct candidates are not equal to or superior tiher
competing anti-infective treatments approved fotesar in clinical development, we may terminate tbevelopment of any of our product candidates at
any time, and our business prospects and potergialfitability could be harmed.

We are aware of a number of companies marketirpeeloping various classes of amtfiective product candidates or products for tleatiment of patient
infected with influenza, HRV and RSV that are eithpproved for sale or further advanced in clind@lelopment than ours, such that their time toamd
and commercialization may be shorter than thabfmmproduct candidates. Accordingly, if at any time believe that any of our product candidates nu'
provide meaningful or differentiated therapeutiodfits, perceived or real, equal to or better thancompetitor’'s products or product candidatesyer
believe our product candidates may not have agdl® a safety or tolerability profile as potertiaompetitive compounds, we may delay or termirage
future development of any of our product candidafée cannot provide any assurance that the futeweldpment of any or our product candidates will
demonstrate any meaningful therapeutic benefits potentially competitive compounds currently apjaa for sale or in development, or an acceptable
safety profile sufficient to justify its continuet&velopment.

We also anticipate that several drugs, such asaosieir phosphate (Tamifl& ) and zanamivir (Relefidaand peramivir (Rapiaca would compete witl
laninamivir octanoate, if ever approved for sabe,the treatment of influenza. Furthermore, bytihie laninamivir octanoate may be approved, these
competing products are likely to be generic dr@sneric drugs are compounds that have no patetgtgtian, and generally have an average sellingpric
substantially lower than drugs that are protecteddients and intellectual property rights. Unlesmtented drug can differentiate itself from genérugs
that treat or prevent the same condition or diseaaeclinically meaningful manner, the existenégeneric competition may impose significant pregin
pressure on patented drugs. We may delay or teteniha future development of our product candidiéitasany time we believe that they may not previd
meaningful therapeutic or safety benefits, overegerdrugs. We cannot provide any assurance ttestage clinical trials of our product candidates
may compete with generic drugs in the future wélirbnstrate any meaningful therapeutic or safetefitsrover these drugs sufficient to justify its
continued development. Even if we successfully thgva product candidate and it is approved for, saéecannot assure you that any real or perceived
therapeutic benefits of our drug over generic dmiigresult in it being prescribed by physicianscommanding a price higher than the existing gener
drugs
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Our vapendavir product candidate would indirectiynpete with drugs approved to reduce the incidehesacerbations in patients with asthma and C(
such as fluticasone propionate (Adv&ir ), tiotopribromide (Spiriv® ), fluticasone furoate/vilantg{@reo Ellipta® ), and roflumilast (Daliresp ). In
addition to approved drugs, there are compountteatlinical development stage, such as inhalatd$feron, that if successfully developed for the
treatment of HRV infections could compete with vagh&vir. We also anticipate that our preclinical R&npounBTA-C585will compete with GS-5806
and AL-8176, Phase 2 investigational drugs in dgwakent for the treatment of RSV infections in tkierd any of these compounds are ever approved for
sale.

Our product candidates may exhibit undesirable siféects when used alone or in combination with etrapproved pharmaceutical products, which
may delay or preclude their development or regulgtapproval, or limit their use if ever approved.

Throughout the drug development process, we mugireally demonstrate the activity, safety andraibdity of our product candidates in order to abta
regulatory approval to further advance their clihidevelopment, or to eventually market them. E¥enr product candidates demonstrate adequate
biologic activity and clear clinical benefit, angacceptable side effects or adverse events, whamatiered alone or in the presence of other
pharmaceutical products, may outweigh these patidmnefits. We may observe adverse or seriougsele¥ents or drug-drug interactions in preclinical
studies or clinical trials of our product candidatehich could result in the delay or terminatidih@ir development, prevent regulatory approvaljroit
their market acceptance if they are ultimately aped.

If the results from preclinical studies or clinicatials of our product candidates, including thogbat are subject to existing or future license
collaboration agreements, are unfavorable, we coblel delayed or precluded from the further developner commercialization of our product
candidates, which could materially harm our busires

In order to further advance the development of, @tichately receive marketing approval to sell purduct candidates, we must conduct extensive
preclinical studies and clinical trials to demoasdrtheir safety and efficacy to the satisfactibthe FDA or similar regulatory authorities in otteuntries,
as the case may be. Preclinical studies and dlitriaés are expensive, complex, can take manys/gacomplete, and have highly uncertain outcomes.
Delays, setbacks, or failures can and do occumyatime, and in any phase of preclinical or clihiesting, and can result from concerns about gafet
tolerability, toxicity, a lack of demonstrated hogic activity or improved efficacy over similar phacts that have been approved for sale or are e mo
advanced stages of development, poor study ordeisign, and issues related to the formulationamufacturing process of the materials used to octtndu
the trials. The results of prior preclinical stugla early-stage clinical trials are not predictdfghe results we may observe in late-stage dirtitals. In
many cases, product candidates in clinical devetopimmay fail to show the desired tolerability, $pafend efficacy characteristics, despite havingfaly
demonstrated such characteristics in preclinicalist or early-stage clinical trials.
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In addition, we may experience numerous unforeseents during, or as a result of, preclinical stadind the clinical trial process, which could dela
impede our ability to advance the developmentexfeive marketing approval for, or commercialize puaduct candidates, including, but not limited to:

e communications with the FDA, or similar regulatauthorities in different countries, regarding soepe or design of a trial or trials, or placihg t
development of a product candidate on clinical holtl questions or issues are satisfactorily neesd]
regulatory authorities or IRB’s not authorizing/to commence or conduct a clinical trial at a peasive trial site;

e enroliment in our clinical trials being delayed,proceeding at a slower pace than we expecteduse we have difficulty recruiting participants or
because participants drop out of our clinical ¢ri@ a higher rate than we anticipated;

e our third-party contractors, upon whom we relgomduct preclinical studies, clinical trials ahé manufacturing of our clinical trial materials,
failing to comply with regulatory requirements oeet their contractual obligations to us in a timmeignner;
having to suspend or ultimately terminate a chhtrial if participants are being exposed to wegtable health or safety risks;

e regulatory authorities or IRBs requiring that d, suspend or terminate our preclinical studies clinical trials for various reasons, including
non-compliance with regulatory requirements; and

e the supply or quality of material necessary todtat our preclinical studies or clinical trialsg insufficient, inadequate or unavailable.

Even if the data collected from preclinical studielinical trials involving our product candidatdemonstrate a satisfactory tolerability, safety efficacy
profile, such results may not be sufficient to supphe submission of a NDA to obtain regulatorp@val from the FDA in the U.S., or other similar
regulatory authorities in other foreign jurisdict& which is required for us to market and sellgtauct.

Our product candidates are generally being develdpe treat seasonal respiratory infections, whicbutd cause their clinical development to be more
complex, take longer and cost more to complete tipaoduct candidates intended for non-seasonal irtfens.

Influenza, HRV, and RSV are respiratory infectitimst generally occur more frequently in certain therof the year in a particular geography.
Accordingly, it is more efficient to conduct climiktrials in patients with these respiratory infes during the months in which the infections mi@e
prevalent, and these trials generally cannot ffasently conducted year-round in any one regibthe world. The seasonality in the incidencehefse
respiratory infections may require us to conduictichl trials in both the northern and southern tsimeres in order to fully enroll these trials otinaely
basis. Seasonality or variability in the incide€¢hese infections increases the complexity oftdat designs, exposes us to additional regulateersight
in more countries, and generally increases theatustime to conduct these trials.

In the event that the severity, nature and extefiirdfluenza in any given year ¢ season is moderate to mild, we may not be abletouit a sufficient
number of patients or clearly demonstrate the effay of laninamivir octanoate in a placebo-controflelinical trial, which could materially harm our
business prospects and financial condition.

To support a NDA filing, we expect that we woulcedeo conduct several additional placebo-contradledcal trials of laninamivir octanoate with the
primary efficacy endpoints designed to demonsiratestatistically significant manner that laningmbctanoate has superior clinical benefit in r&dg the
duration of certain influenza symptoms as comp&qalacebo. In the event the severity, nature amehe of influenza and its correlate symptoms aild m
during the seasons in which we are conducting linical trials, we may not be able to enroll a giént number of patients in the trial in a timehanner ¢
demonstrate a statistical difference in outcomésdsen those patients that receive laninamivir azdiée and those that receive placebo due to theemild
symptoms. This could result in the clinical trialling to achieve its primary end point, which n@ause us to have to repeat the trial, or BARDA to
terminate our contract, either of which would maér harm our business prospects and financiatlit@m.
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If third -party contract manufacturers, upon whom we relyftrmulate and manufacture our product candidatedn not perform, fail to manufacture
according to our specifications, or fail to complyith strict government regulations, our preclinicatudies or clinical trials could be adversely atfed
and the development of our product candidates codddelayed or terminated, or we could incur sigo#nt additional expenses.

We do not currently own any manufacturing faciti®/e have historically used third-party contraenuofacturers and we intend to continue to rely on
third-party on these contractors for the foresemaiiure, to formulate, manufacture, fill and pagg&aur product candidates. Our reliance on thesg th
party contract manufacturers, which in some casesale sourced, exposes us to a number of risgspfavhich could delay or prevent the completidén o
our preclinical studies or clinical trials, or tregulatory approval or commercialization of ourgwot candidates, result in higher costs or deprs/ef
potential product revenues in the future. Soméesé risks include, but are not limited to:

e our contract manufacturers failing to develomaceptable formulation to support late-stage diniGals for, or the commercialization of, our
product candidates;

e our contract manufacturers failing to manufacture product candidates according to their owndsaas, our specifications, cGMPs or regulatory
guidelines, or otherwise manufacturing materiat a or regulatory authorities deem to be unsuétét our clinical trials or commercial use;

e our contract manufacturers being unable to irsereéle scale of or the capacity for, or reformutlagsform of our product candidates, which may
cause us to experience a shortage in supply, @edae cost to manufacture our product candidatestease. We cannot assure you that our
contract manufacturers will be able to manufactuneproduct candidates at a suitable scale, or iWiéevable to find alternative manufacturers
acceptable to us that can do so;
our contract manufacturers placing a prioritytloe manufacture of other customers’ or their owodpcts, rather than ours;
our contract manufacturers failing to performageeed or exiting from the contract manufacturingibess; and
our contract manufacturers’ plants being closed eesult of regulatory sanctions or a naturalsies.

Manufacturers of pharmaceutical drug products abgest to ongoing periodic inspections by the FEne U.S. Drug Enforcement Administration (“DEA”)
and corresponding state and other foreign agetwiessure strict compliance with FDA-mandated cGMfiser government regulations and corresponding
foreign standards. We do not have control ovettioiod-party contract manufacturers’ compliance witase regulations and standards and accordingly,
failure by our third-party manufacturers, or usgtonply with applicable regulations could resulsanctions being imposed on us or the manufacturer,
which could significantly and adversely affect duisiness.

In the event that we need to change our th-party contract manufacturers, our preclinical stue, clinical trials or the commercialization of oyroduc!
candidates could be delayed, adversely affecteéoninated, or such a change may result in the ndedus to incur significantly higher costs, which
could materially harm our business.

Due to various regulatory restrictions in the LABd many other countries, as well as potential@gpeonstraints on manufacturing that occur fromet
to-time in our industry, various steps in the matidire of our product candidates are sole-sourcedrtain contract manufacturers. In accordance wit
cGMPs, changing manufacturers may require the lidateon of manufacturing processes and procedames,may require further preclinical studies or
clinical trials to show comparability between thaterials produced by different manufacturers. Chagngur current or future contract manufacturery ma
be difficult, if not impossible for us, and could bxtremely costly if we do make such a changeghvbould result in our inability to manufacture our
product candidates for an extended period of tinteaadelay in the development of our product caatéisl Further, in order to maintain our development
timelines in the event of a change in a third-padgtract manufacturer, we may incur significamilgher costs to manufacture our product candidates.

If third -party vendors, upon whom we rely to conduct oueglinical studies or clinical trials, do not perfon or fail to comply with strict regulations,
these studies or trials may be delayed, terminatadail, or we could incur significant additionaéxpenses, which could materially harm our business.

We have limited resources dedicated to designimigdecting and managing preclinical studies andadirtrials. We have historically relied, and indeto
continue to rely, on third parties, including ctiai research organizations, consultants and pah@ipestigators, to assist us in designing, mamagi
conducting, monitoring and analyzing the data fiaum preclinical studies and clinical trials. Weyreh these vendors and individuals to perform many
facets of the clinical development process on alnalf, including conducting preclinical studiesg tiecruitment of sites and patients for particqpatn our
clinical trials, maintenance of good relations vitike clinical sites, and ensuring that these sitesconducting our trials in compliance with thaltprotocol
and applicable regulations. If these third part#isto perform satisfactorily, or do not adequgttlIfill their obligations under the terms of cagreements
with them, we may not be able to enter into altéveaarrangements without undue delay or additiexalenditures, and therefore the preclinical stdie
clinical trials of our product candidates may béayged or prove unsuccessful.

29




Further, the FDA, or similar regulatory authoritieother countries, may inspect some of the dihsites participating in our clinical trials orrathird-
party vendors’ sites to determine if our cliniagls are being conducted according to GCP or aimégulations. If we or a regulatory authorityedatine
that our third-party vendors are not in compliandth, or have not conducted our clinical trials @ating to applicable regulations, we may be forted
delay, repeat or terminate such clinical trials.

We have limited capacity for managing clinical tig which could delay or impair our ability to inite or complete clinical trials of our product
candidates on a timely basis and materially harmrdousiness.

We have limited capacity to recruit and managefathe clinical trials necessary to obtain apprdwathe FDA or similar regulatory authorities ifhet
countries. By contrast, larger pharmaceutical @ogharmaceutical companies often have substansitilar departments with extensive experience in
conducting clinical trials with multiple productradidates across multiple indications. In addititvese companies may have greater financial resetoce
compete for the same clinical investigators, sited patients that we are attempting to recruibforclinical trials. As a result, we may be at anpetitive
disadvantage that could delay the initiation, riégrent, timing and completion of our clinical tsadnd obtaining of marketing approvals, if achiestdll,
for our product candidates.

If we are unable to attract or retain key employeaslvisors or consultants, we may be unable to sssfully develop our product candidates in a tim
manner, if at all, or otherwise manage our businesfectively.

We have increasingly adopted an operating moder#ias on the outsourcing of a number of key oesjbilities and activities to third-party consuita

and contract research and manufacturing organimatioorder to advance the development of our prodandidates. Therefore, our success dependsti
on our ability to retain highly qualified key marmamgent, personnel and directors to develop, impl¢rmueth execute our business strategy and operations,
and oversee the activities of our vendors and dtargs, as well as any academic and corporate @dvis consultants that may assist us in this tedgéle
are currently highly dependent upon the effortewofmanagement team to accomplish this. In ordadt@nce the development of our product candidates,
we need to retain and be able to recruit certajnpezsonnel, consultants or advisors with expeaeén@ number of disciplines, including but notitid to,
research and development, product developmenigalitrials, medical affairs, government regulatafrpharmaceutical products, quality control and
assurance, formulation and manufacturing, busidesslopment, accounting, finance, human resoumeésdormation systems. Although we have not
experienced material difficulties in retaining kegrsonnel in the past, we may not be able to coatia do so in the future on acceptable termg,aflalf

we lose any key employees, or are unable to retafified key personnel, directors, advisors orstitants, the development of our product candidates
could be delayed or terminated and our businesskmdarmed.

Our industry is highly competitive and subject tapid technological changes. As a result, we mayubeble to compete successfully or develop
innovative products, which could harm our business.

Our industry is highly competitive and charactediby rapid technological change. Key competitivetdes in our industry include, among others, thiéitgi
to successfully advance the development of a ptoshrdidate through preclinical and clinical trjale efficacy, toxicology, safety, resistance iarss-
resistance, interaction or dosing profile of a preicbr product candidate; the timing and scope afketing approvals, if ever achieved; reimbursematet
for and the average selling price of competing potsland pharmaceutical products in general; thdadility of raw materials and qualified contract
manufacturing and manufacturing capacity to produgeproduct candidates; relative manufacturingss@stablishing, maintaining and protecting our
intellectual property and patent rights; and sale$ marketing capabilities.
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We face significant competition from large pharmawml and biotechnology companies, many of whomeltgubstantially greater resources. In Japan,
zanamivir (Relenz& ) and laninamivir octanoate\(in®) compete with oseltamivir phosphate (Tamffluand peramivir (Rapiactd A similar situatior
would likely exist if laninamivir octanoate is evapproved and marketed in territories outside Japsmanticipate that vapendavir would indirectlyrmete
with drugs approved to reduce the incidence of esmations in patients with asthma and COPD, sudhutisasone propionate (Advefr ), tiotoprium
bromide (Spirivé® ), fluticasone furoate/vilante(Breo Ellipta® ), and roflumilast (Daliresp ). Inditlon to approved drugs, there are compoundseat th
clinical development stage, such as inhaled Rferian, that if successfully developed for the et of HRV infections could compete with vapendavi
Our preclinical RSV compourBTA-C585vould compete with GS-5806 (Gilead) and AL-8176i@8), both of which are investigational drugs iraBé 2
development for the treatment of RSV infections.

Developing pharmaceutical product candidates iglalyhncompetitive, expensive and risky activity v long business cycle. Many organizations,
including the large pharmaceutical and biopharmicailcompanies that have existing products omtheket or in clinical development that may compete
with our product candidates, have substantiallyemesources than we have, as well as much gregiabitities and experience than we have in research
and discovery, designing and conducting preclinstadlies and clinical trials, operating in a higtdgulated environment, formulating and manufaotri
drug substances, products and devices, and maglaaiihsales. Our competitors may be more succebsiulwe are in obtaining regulatory approvals for
their product candidates and achieving broad magetptance once they are approved. Our compéftaducts or product candidates may be more
effective, have fewer adverse effects, be more eoient to administer, have a more favorable rasist@rofile, or be more effectively marketed anid so
than any product we, or our potential future li@assor collaborators, may develop or commercializsv drugs or classes of drugs from competitors may
render our product candidates obsolete or non-ctitiveebefore we are able to successfully develamt or, if approved, before we can recover the
expenses of developing and commercializing themaWipate that we or our potential future licezser collaborators will face intense and incregsin
competition as new drugs and drug classes entendhiket and advanced technologies or new drugtsabgeome available. If our product candidates do
not demonstrate any meaningful competitive advagayer existing products, or new products or prbdandidates, we may terminate the developme
commercialization of our product candidates atEmg.

These competitors, either alone or with their dmlators, may succeed in developing product cateidar products that are more effective, safes, les
expensive or easier to administer than ours. Adoghgl our competitors may succeed in obtainingutatpry approvals for their product candidates more
rapidly than we can. Companies that can complétecal trials, obtain required marketing approvagl commercialize their products before their
competitors do so may achieve a significant cortipetadvantage, including certain patent and margegxclusivity rights that could delay the abild§
competitors to market certain products.

We also face, and expect that we will continueatef intense competition from other companiesrinraber of other areas, including (i) attractingyéar
pharmaceutical and biopharmaceutical companiesttr éto collaborative arrangements with us toudteg license or co-develop our product candidates,
(ii) identifying and obtaining additional clinicatage development programs to bolster our pipefiieattracting investigators and clinical sitespable of
conducting our clinical trials, and (iv) recruitipgtients to participate in our clinical trials. Wannot assure you that product candidates regdttm our
research and development efforts, or from joinbrefwith our potential future licensees or colladtors, will be able to compete successfully witin o
competitors’ existing products or product candidatedevelopment.

We may be unable to successfully develop a prodacdidate that is the subject of an existing or fué license agreement or collaboration if our
licensee or collaborator does not perform or fulfits contractual obligations, delays the developmhef our product candidate, or terminates our
agreement.

We expect to continue to enter into and rely oerlge and collaboration agreements, or other sitmilsiness arrangements with third parties, to &urth
develop and/or commercialize some or all of ousting and future product candidates. Such licenseesllaborators may not perform as agreed upon or
anticipated, may fail to comply with strict regudats, or may elect to delay or terminate their @ffan developing or commercializing our product
candidates even though we have met our obligatiodsr the arrangement.
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A majority of the potential revenue from existingdeany future licenses and collaborations we magrento will likely consist of contingent payments
such as payments received for achieving developorarigulatory milestones, and royalties payabl¢hersales of approved products. Milestone and
royalty revenues that we may receive under thesadies and collaborations will depend primarilyrupar licensee’s or collaborator’s ability to
successfully develop and commercialize our prodantlidates. In addition, our licensees or collaloosanay decide to enter into arrangements wittd thi
parties to commercialize products developed undeegisting or future collaborations using our teglogies, which could reduce the milestone andltp
revenue that we may receive, if any. In many cagesyill not be directly or closely involved in tlievelopment or commercialization of our product
candidates that are subject to licenses or coldatoms and, accordingly, we will depend largelyoem licensees or collaborators to develop or
commercialize our product candidates. Our licenseesllaborators may fail to develop or effectivebmmercialize our product candidates because they

e do not allocate the necessary resources dugéatmal constraints, such as limited personnel thighrequisite scientific expertise, limited capital
resources, or the belief that other product canegdar internal programs may have a higher lik@éof obtaining regulatory approval, or may
potentially generate a greater return on investment

e do not have sufficient resources necessary tp $ubport the product candidate through clinielelopment, regulatory approval and
commercialization;
are unable to obtain the necessary regulatorsosp[s; or
prioritize other programs or otherwise diminibkit support for developing and/or marketing owdurct candidate or product due to a change in
management, business operations or strategy.

Should any of these events occur, we may not eethie full potential or intended benefit of ouelise or collaboration arrangements, and our results
operations may be adversely affected. In additdicensee or collaborator may decide to pursueévelopment of a competitive product candidate
developed outside of our agreement with them. @sfinay also arise if there is a dispute abouptiogress of, or other activities related to, theical
development or commercialization of a product cdatli, the achievement and payment of a milestormeiainthe ownership of intellectual property treat i
developed during the course of the arrangememtthar license agreement terms. If a licensee dalwodator fails to develop or effectively commelizia
our product candidates for any of these reasonsayenot be able to replace them with another tparty willing to develop and commercialize our
product candidates under similar terms, if atSilinilarly, we may disagree with a licensee or dmilator as to which party owns newly or jointigvelope:
intellectual property. Should an agreement be eglvig terminated as a result of a dispute and éaflerhave realized the anticipated benefits of the
arrangement, we may not be able to obtain cerameldpment support or revenues that we anticipaeeiving. We may also be unable to obtain, on serm
acceptable to us, a license from such collaborgtértner to any of its intellectual property thaynbe necessary or useful for us to continue teldgvand
commercialize the product candidate. We cannotrasgu that any product candidates will emerge femy existing or future license or collaboration
agreements we may enter into for any of our prodantlidates.

RISKS RELATED TO COMMERCIAL MATTERS

We have a history of incurring net losses and weynmeever achieve profitability.

We have a history of incurring net losses, som&hath are significant. We expect to incur additiomet losses in the near-term, and these lossdd cou
increase as our research and development effagsgss. To become profitable, we, or our licenseesllaborators if applicable, must successfully
manufacture and develop product candidates, recegudatory approval, successfully commercializé/anenter into profitable agreements with other

parties and maintain existing and/or obtain add&iantellectual property rights. It could be salgrears, if ever, before we receive significaryalties
from any future license agreements or revenuesttlirfom the sale of any of our product candidates
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Royalty revenues frorRelenza® and Inavi® are unpredictable and subjectthe seasonal incidence and severity of influenadich could adversely
affect our results of operations and financial coitidn.

We currently earn royalty revenue from the netsafeRelenz® and Inavit which are marketed by our licensees. Although tyalty rates paid to us |
our licensees are fixed at a proportion of oumgaes’ net sales of these products, our periodi@anual revenues from these royalties have histibyi
been variable and subject to fluctuation basederséasonal incidence and severity of influenzadtiition, returns of products to our licensees Wexe
sold in prior years are taken into account in thlewdation of net sales for purposes of determitivggroyalty revenue we receive and the amounaci s
returns are generally unpredictable. We cannotigr@dth any certainty what our royalty revenues kkely to be in any given year.

If safety, tolerability, resistance, dri-drug interactions, or efficacy concerns should ad with Relenz&® or Inavi® , our future royalty remae may be
reduced, which would adversely affect our financiedndition and business

We currently earn royalty revenue from Relefiza laagir ® , which are marketed by our licensees. Baggporting the marketing approvals and forming
the basis for the safety warnings in the produmtlsfor these products were obtained in contralledcal trials of limited duration in limited piant
populations and, in some cases, from post-appimal As these marketed products are used overrlpegeds of time and by more patients, some with
underlying health problems or taking other medisjmew issues such as safety, tolerability, resisgt@r drug-drug interaction issues could ariséchvh
may require our licensees to provide additionalniveys or contraindications on their product labetsptherwise narrow the approved indications. fremt
additional information from ongoing research onidal trials of these products that raise any deabtconcerns about their efficacy may arise. fibss
safety, tolerability, resistance, drug-drug intéiag efficacy, or any other concerns or issueseanith respect to these marketed products, satbese
products could be impaired, limited or abandonedtnylicensees or by regulatory authorities, inchlgase our royalty revenue would decrease.

If government and thire-party payers fail to provide adequate reimbursementoverage for our products or those that are dped through licenses
collaborations, our revenues and potential for pitability may be harmed.

In the U.S. and most foreign markets, product reesror related royalty revenue, and thereforertherent value of our products, will depend largedpn

the reimbursement rates established by third-gaaysers for such products. Third-party payers inelgdvernment health administration authorities,
managed-care organizations, private health insaredsother similar organizations. Third-party payame increasingly examining the cost effectiverséss
medical products, services and pharmaceutical dxagschallenging the price of these products andcsss. In addition, significant uncertainty exiassto

the reimbursement status, if any, of newly apprgeakmaceutical products. Further, the comparatifertiveness of new products over existing thespi
and the assessment of other non-clinical outcomemereasingly being considered in the decisiopéyers to establish reimbursement rates. We, or ou
licensees or collaborators if applicable, may alsagequired to conduct post-marketing clinicall$ria order to demonstrate the cost-effectivenéssio
products. Such studies may require us to comnigraficant amount of management time and finan@aburces. We cannot assure you that any products
we or our licensees or collaborators may succdgsfalelop will be reimbursed in part, or at alf, dny third-party payers in any country.

Many governments continue to propose legislatisgigieed to expand the coverage, yet reduce theafdséalthcare, including pharmaceutical produects.
many foreign markets, governmental agencies cotiteopricing of prescription drugs. In the U.Sgrsficant changes in federal health care policyever
approved over the past several years and contineredlve, and will likely result in reduced reimbement rates for many pharmaceutical productsain th
future. We expect that there will continue to beefal and state proposals to implement increaseergment control over reimbursement rates of
pharmaceutical products. In addition, we expedtiti@easing emphasis on managed care and govetmmenrvention in the U.S. healthcare system will
continue to put downward pressure on the pricingh@rmaceutical products there. Government costaldnitiatives could decrease the price that we o
our licensees or collaborators may receive forafrour products that may be approved for sale énftiture, which would limit our revenues and
profitability. Legislation and regulations affegjithe pricing of pharmaceutical products may charefere our product candidates are approved fer, sal
which could further limit or eliminate their reimtmement rates. Further, social and patient actymips, whose goal it is to reduce the cost ofthesre,
and in particular the price of pharmaceutical patsumay also place downward pressure on the pfitteese products, which could result in decreased
prices of our products.
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If any product candidates that we develop indepemttie or through licensees or collaborators if apghble, are approved but do not gain meaning
acceptance in their intended markets, we are nkely to generate significant revenues.

Even if our product candidates are successfulleli@med and we or a licensee or collaborator oliterequisite regulatory approvals to market thermeé
future, they may not gain market acceptance orchutiéization among physicians, patients or thiattp payers. The degree of market acceptance tiyat a
of our products may achieve will depend on a nunalbéactors, including:

the efficacy or perceived clinical benefit of t@duct, if any, relative to existing therapies;

the timing of market approval and the existingketfor competitive drugs, including the preseatgeneric drugs;
the level of reimbursement provided by third-parayers to cover the cost of the product to ptgien

the net cost of the product to the user or thady payer;

the convenience and ease of administration gptbduct;

the product’s potential advantages over existinglternative therapies;

the actual or perceived safety of similar clasggaoducts;

the actual or perceived existence, incidencesandrity of adverse effects;

the effectiveness of sales, marketing and didfioh capabilities; and

the scope of the product label approved by th& Bbsimilar regulatory agencies in other jurisiios.

There can be no assurance that physicians willsghtmprescribe or administer our products, if aped, to the intended patient population. If ouwrdurcts
do not achieve meaningful market acceptance, tbeifmarket for our products proves to be smallen #nticipated, we may never generate significant
revenues.

If we fail to enter into or maintain collaborationsr other sales, marketing and distribution arrangents with third parties to commercialize our proch
candidates, or otherwise fail to establish markegiand sales capabilities in the future, we may et able to successfully commercialize our products.

We currently have no infrastructure to supportdbmmercialization of any of our product candidates] have little, if any, experience in the
commercialization of pharmaceutical products. Tfeees if we successfully develop any product caatiidand it is ultimately approved for sale, ouufa
profitability will depend largely on our ability taccess, arrange or develop suitable marketingaled capabilities. Other than for laninamivir ociate,
which if approved, could potentially be sold in tHeS. or other federal governments for stock-pilingasures, we anticipate that we will need to éstab
relationships with other companies, through licers#iaboration, commercialization or similar markg and sales agreements, to successfully
commercialize and market our product candidateélser.S. and in other countries around the wortdthie extent that we enter into these types of
agreements with other companies to sell, promotearket our products in the U.S. or abroad, oudpecbrevenues, which may be in the form of indirect
revenue, a royalty, or a split of profits, may degéargely on the efforts of the other party, whichy not be successful. In the event we decideveldp
our own sales force and marketing capabilities, tiy result in us incurring significant upfronstoto do so before we may generate any significant
product revenues. We may not be able to attractetath qualified third parties or marketing oresapersonnel, or be able to establish marketing
capabilities or an effective sales force.

C urrency fluctuations and changes in exchange ratesuld increase our costs or lower our revenues.
We collect and pay a portion of our revenue anaagps in currencies other than the U.S. dollartefbee, fluctuations in foreign currency exchanges
can affect our operating results. We retain theonitgjof our cash and cash equivalents in U.S.alsland utilize foreign currency accounts, paréidylin

Australia, for collection and payment of revenued axpenses for our subsidiaries. Any significanéign exchange rate fluctuations could adversiééca
our financial position and results of operations.
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Unless we reach an agreement with Daiichi Sankyalddovione with respect to commercial rights to laaimivir octanoate outside of Japan, disputes
between us and these parties may occur and coukkeskly affect our financial condition and businegsospects.

Pursuant to our 2003 license and collaborationeagest with Daiichi Sankyo, if the parties agreédense the commercial rights to laninamivir octateo

in territories outside Japan to a third-party lees we share all licensing revenue equally witiicBiaSankyo. The agreement does not, however,
specifically address the respective rights or alians of, or any consideration between, the mitiehe event that either we or Daiichi Sankyecliy
market laninamivir octanoate in territories outsid@an and a license has not been granted tadapiuity licensee anywhere in the world. Furtheg, th
license agreement that we and Daiichi Sankyo dibligly entered into with Hovione for use of the Tliaps® dry powder inhaler provides us and Daiichi
Sankyo with the exclusive right to import, exponike, use, and distribute for sale the drug prodaiciprised of laninamivir octanoate and the Twin&p
dry powder inhaler (“Drug Product”) worldwide inettield of preventing and/or treating influenzagictions. The contract specifies what consideration
payable to Hovione in the event Drug Product isketad by a thirggarty licensee other than us or Daiichi Sankyoidatef Japan. The agreement does
however, specifically address the respective rightsbligations of, or any consideration betwebs, parties in the event that either we or Daiicnkyo
directly market Drug Product in territories outsitipan.

The consideration potentially payable to Daiichni8a under our license agreement with it, if armytaoHovione under our license with it, relatediteect
sales of laninamivir octanoate we may generateriitaries outside of Japan is uncertain. If wettareach a mutually acceptable commercial agreéime
the future with either Daiichi Sankyo, Hovione bmth with respect to the development and markeifrigninamivir octanoate or drug product of Japan,
disputes could result, which could further resualaibitration, litigation or other legal proceedingr delay our ability to generate significanterewe from

the sale of such products outside Japan. Suchguougs can be expensive and consume a significaotiat of our management’s time. We cannot assure
you we will reach a satisfactory commercial agreméth Daiichi Sankyo or Hovione in the future.

Under our previous contract with BARDA, our operatis, and those of our contractors, continue to hégect to audit by the U.S. government, and a
negative outcome of such an audit could adversdfget our financial condition and business.

U.S. Government agencies, such as the Departméieaith and Human Services (“HHS”) and the Defeébaetract Audit Agency (‘DCAA”), routinely
audit and investigate government contractors acigients of federal grants. These agencies evaluatmtractor's performance under its contractst co
structure and compliance with applicable laws, l&inns and standards. Notwithstanding the fadtdia contract with BARDA was terminated by the L
Government for its convenience, the U.S. Governrhaatnot yet reimbursed us for all of the costharee incurred or expect to incur to develop
laninamivir octanoate under that contract. Accaogtiinwe remain subject to the audit provisions urtte terminated contract.

The HHS and the DCAA also review the adequacyrdd, acontractor’'s compliance with, its internal ttohsystems and policies, including the contrdstor
purchasing, property, estimating, compensationmaadagement information systems. Any costs fourigbtinproperly allocated to a contract will not be
reimbursed, while such costs already reimbursed gargerally be repaid. If an audit identifies impeo or illegal activities, we may be subject toilcwnd
criminal penalties and administrative sanctionsluding, but not limited to:

termination of contracts;

forfeiture of profits;

suspension of payments;

fines; and

suspension or prohibition from conducting businegh the U.S. Government.
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Our employees, representatives or agents may engagasconduct or other improper activities, inclirty noncompliance with regulatory standards a
requirements, which could expose us to financiatputational or other harm.

Our employees, representatives or agents may emgagg fraud or other improper activities, inclugibut not limited to:

complying with FDA regulations or similar regutats of similar regulatory authorities in other otnes;

providing accurate information to the FDA or damiregulatory authorities in other countries;

complying with manufacturing standards we orFBREA have established;

complying with federal and state healthcare frand abuse laws and regulations or similar lawsragdlations established and enforced by
comparable foreign regulatory authorities; or

e reporting financial information or data accurgtel

In particular, sales, marketing and business aenauegts in the healthcare industry are subjecttiensive laws and regulations intended to prevexidy
kickbacks, self-dealing and other abusive practitasse laws and regulations may restrict or piibhilwvide range of pricing, discounting, marketand
promotion, sales commission, customer incentivgranms and other business arrangements. Employeemdisct could also involve the improper use of
information obtained in the course of clinical Isiavhich could result in regulatory sanctions aedous harm to our reputation. It is not alwayssie to
identify and deter employee misconduct, and theaurons we take to detect and prevent these tiesivhay not be effective in controlling unknown or
unmanaged risks or losses, or in protecting us fjomernmental investigations or other actions wslats stemming from a failure to be in compliamgth
such laws or regulations. If any such actions asétuted against us, and we are not successtldfending ourselves or asserting our rights, tlaatens
could have a significant impact on our businessrardlts of operations, including the impositiorsignificant fines or other sanctions.

Laws and regulations governing international operanhs may preclude us from developing, manufacturiagd selling certain product candidate
outside of the United States and require us to depeand implement costly compliance programs.

Because we have operations outside of the U.Smug: comply with numerous laws and regulationsachgurisdiction in which we operate. The creation
and implementation of international business pcastcompliance programs is costly and such progeaiendifficult to enforce, particularly where redize
on third parties is required.

The Foreign Corrupt Practices Act, or FCPA, prdkilainy U.S. individual or business from payingedffg, authorizing payment or offering anything of
value, directly or indirectly, to any foreign ofitid, political party or candidate for the purpogenfluencing any act or decision of the foreigrignin order
to assist the individual or business in obtainingetaining business. The FCPA also obligates comegavhose securities are listed in the U.S. toptpm
with certain accounting provisions requiring thengany to maintain books and records that accuratadyfairly reflect all transactions of the company
including international subsidiaries, and to dewisd maintain an adequate system of internal aticmucontrols for international operations. Thei-ant
bribery provisions of the FCPA are enforced pritydsy the Department of Justice, while the SEGiilved with enforcement of the books and records
provisions of the FCPA.

Compliance with the FCPA is expensive and difficplrticularly in countries in which corruptionagecognized problem. In addition, the FCPA present
particular challenges in the pharmaceutical inguistecause, in many countries, hospitals are ogpetat the government, and doctors and other hdspita
employees are considered foreign officials. Cenpaipiments to hospitals in connection with clinstaldies and other work have been deemed to be
improper payments to government officials and Hadeo FCPA enforcement actions.

Various laws, regulations and executive orders @strict the use and dissemination outside ofkl&, or the sharing with certain non-U.S. natisnaf
information classified for national security purpssas well as certain products and technicalretdting to those products. Our operations outsfdbe
U.S. require us to dedicate additional resourcesmoply with these laws, and these laws may precugdfrom developing, manufacturing, or sellingaie
products and product candidates outside of the, Wi8ch could limit our growth potential and incseaour development costs.
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The failure to comply with laws governing intermatal business practices may result in substargiadlities, including suspension or debarment from
government contracting. Violation of the FCPA caault in significant civil and criminal penaltidadictment alone under the FCPA can lead to suspens
of the right to do business with the U.S. Governmantil the pending claims are resolved. Convicfiona violation of the FCPA can result in longrter
disqualification as a government contractor. Thmieation of a government contract or relationsdspa result of our failure to satisfy any of ouligdttions
under laws governing international business prastigould have a negative impact on our operatindsharm our reputation and ability to procure
government contracts. The SEC also may suspenarassuers from trading securities on U.S. exchaifigeviolations of the FCPA's accounting
provisions.

RISKS RELATED TO OUR INTELLECTUAL PROPERTY

If we are unable to adequately protect or expand utellectual property related to our products, eurrent or future product candidates, our busine
prospects could be materially harme

Our business success depends in part on our aoility

e obtain, maintain and protect our intellectualgendy rights;
e protect our trade secrets; and
e prevent others from infringing on our proprietaights or patents.

We can protect our proprietary intellectual propeights from unauthorized use by third partiesydnlthe extent that our proprietary rights areared by
valid and enforceable patents or are effectiveljnmained as trade secrets. The patent positiomafrpaceutical and biopharmaceutical companieswegol
complex legal and factual questions, and, therefeeecannot predict with certainty whether we Wwal able to ultimately enforce our patents or peipry
rights, or avoid infringing on the patents or piefary rights of others. Any issued patents thabwe or otherwise have rights to may be challenged,
invalidated or circumvented, and may not providevith the protection against competitors that wecgrate.

The degree of future protection for our proprietatgllectual property rights is uncertain becaigseed patents and other legal means of estalgishin
proprietary rights afford only limited protectiondimay not adequately protect our rights or peusito gain or keep our competitive advantage. Oturé
patent position will be influenced by the followifartors:

e we, or our licensors, may not have been thetfirsliscover the inventions covered by each ofaswur licensors’ pending patent applications and
issued patents, and we may have to engage in eéxpersl protracted interference proceedings torohéte priority of invention;
our, or our licensors’, pending patent appliaagionay be denied and may not result in issued {saten
our, or our licensorsissued patents may not provide a basis for comallraiiable products, may not provide us with amynpetitive advantage
or may be challenged by third parties; and

e third parties may develop intellectual propehsttcircumvents our or our licensors’ patent claomgesign competitive intellectual property and
ultimately product candidates that fall outside shepe of our or our licensors’ patents.

Due to the extensive time required for the develeptntesting and regulatory review and approva pfoduct candidate, it is possible that beforeoayoct
candidate of ours may be approved for sale and @miatized, our relevant patent rights may expresuch patent rights may remain in force for anly
short period following marketing approval. We cuihg rely on certain patents to provide us andlmensees with exclusive rights for certain of our
products. When all patents underlying a licensérexpur revenue from that license may cease, lagek tcan be no assurance that we will be ableptagce
it with revenue from new or existing licenses. @amposition of matter patents relating to Relefrall expire in December 2014 in the U.S., May 20d
Australia, 2016 in the major countries of the Ewap Union, and July 2019 in Japan; however, asdsrgcurrent U.S. patent application (08/737,1s11)
pending, we will be eligible to receive royalties thie net sales from Relen®a in the U.S. Therdeamo assurance that the pending patent applicailbn
be approved, or when that may occur, if ever.
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The composition of matter patent relating to thiecttire of laninamivir octanoate expires in 201thia U.S., the E.U. and Japan. The patent rel&ing
hydrates and the crystalline form of laninamivitasmate that is used in the product expires in Z@2&hout extensions) in the U.S. and EU and in202
Japan. The patent relating to the dry powder intddgice used for Inav® , known as TwinC&bs , segin 2029 in the U.S., and in 2027 in the EU and
Japan. Patent claims in the U.S. covering the glaispsalt form of vapendavir will expire in 2022hwaut extensions, and at the end of 2021 in thexftl)
Japan in the absence of marketing approval prithisodate. We filed a patent application for a&flmse formulation of vapendavir in 2014, andsstied,
this patent would expire in 2034, without extensicBomposition of matter claims relating to our R@sfon inhibitor BTAC585 will begin to expire in t
U.S., EU, and Japan in 2031. Patent expirationsmdll likelihood adversely affect our ability firotect or maintain our direct product or royakyenue.

Patent rights may not provide us with adequatenetgyy protection or competitive advantages adgaiaspetitors with or developing similar technokegi
or approaches to ours. The laws of certain foremmtries do not protect intellectual property tigto the same extent as do the laws of the Undl., a
certain countries may lack adequate rules and prwes for defending our intellectual property rightor example, we may not be able to preventrd thi
party from infringing our patents in a country tkaes not recognize or enforce patent rights, arithposes compulsory licenses on or restrictptioes o
drugs. Changes in either patent laws or in intégpicns of patent laws in the U.S. and other coemimay diminish the value of our intellectual pedp.

We may need to in-license certain technologiesiteassfully develop and commercialize our prodaadiates. We may not develop or obtain rights to
products or processes that are patentable. Eves @fr our licensors do obtain patents, such pataatsnot adequately protect the products or tecyies
licensed, or may otherwise be limited in scopeaddition, we may not have total control over thiepaprosecution of subject matter that we licefnsm
others. Accordingly, we may be unable to exerdigsesame degree of control over this intellectuapprty as we would over our own. Others may
challenge, seek to invalidate, infringe or circumivany pending or issued patents we own or licesuse rights we receive under those issued patesys m
not provide competitive advantages to us. We caasstre you of the degree of protection that veilaiforded by any of our issued or pending patemts,
those licensed by us.

We cannot be sure that any patents will be isstgd the patent applications we own or have licemsedhould any patents issue, that we will be joled
with adequate protection against potentially cortipetproducts. Furthermore, we cannot be surephtgnts issued or licensed to us will be of any
commercial value, or that private parties or corit@est will not successfully challenge these patemtsircumvent our patent position in the U.S. loroad.
In the absence of adequate patent protection, indss may be adversely affected by competitossdelvelop comparable technology or products.

If a third -party claims we are infringing on its intellectuaroperty rights, we could incur significant expees, or be prevented from further developing
or commercializing our product candidates, whichuwdd materially harm our business.

Our success will also depend on our ability to efgewithout infringing the patents and other prefaniy intellectual property rights of third partid@is is
generally referred to as having the “freedom torafee” The biotechnology and pharmaceutical indesstare characterized by extensive litigation réigay
patents and other intellectual property rights. @afense and prosecution of intellectual propeeints, interference proceedings and related legal a
administrative proceedings, both in the U.S. amerimationally, involve complex legal and factuaégtions. As a result, such proceedings are lengtsily
and time-consuming, and their outcome is highlyentain. We may become involved in protracted amgkasive litigation in order to determine the
enforceability, scope and validity of the proprigteghts of others, or to determine whether weehthe freedom to operate with respect to the extaial
property rights of others.

Patent applications in the U.S. are, in most casafmtained in secrecy until approximately 18 marafter the patent application is filed. The pudtiicn of
discoveries in the scientific or patent literattregjuently occurs substantially later than the datevhich the underlying discoveries were made rdfoee,
patent applications relating to product candidateslar to ours may have already been filed by mthvdthout our knowledge. In the event that a timiadty
has also filed a patent application covering oodpct candidate or other claims, we may have ttgigate in an adversarial proceeding, known as an
interference proceeding, in the USPTO or similaxcpedings in other countries, to determine theripyiof invention. In the event an infringementiotas
brought against us, we may be required to pay aobat legal fees and other expenses to defendaetdim and, if we are unsuccessful in defendirg t
claim, we may be prevented from pursuing the dgoreknt and commercialization of a product candidatk may be subject to injunctions and/or damage
awards.
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In the future, the USPTO or a foreign patent offitay grant patent rights to our product candidatesther claims to third parties. Subject to tfeu@nce c
these future patents, the claims of which will b&nown until issued, we may need to obtain a lieasrssublicense to these rights in order to hage th
appropriate freedom to further develop or commérgiahem. Any required licenses may not be avélad us on acceptable terms, if at all. If we need
obtain such licenses or sublicenses, but are utakle so, we could encounter delays in the devedoyt of our product candidates, or be prevented fro
developing, manufacturing and commercializing awdpct candidates at all. If it is determined tathave infringed an issued patent and do not treve
freedom to operate, we could be subject to injonsti and/or compelled to pay significant damagesuding punitive damages. In cases where we have i
licensed intellectual property, our failure to cdynpith the terms and conditions of such agreemeatsdd harm our business.

It is becoming common for third parties to challeqmatent claims on any successfully developed mtochndidate or approved drug. If we or our licesse
or collaborators become involved in any patergdition, interference or other legal proceedingscadd incur substantial expense, and the efforts a
attention of our technical and management persameédt be significantly diverted. A negative outa@pf such litigation or proceedings may exposeous t
the loss of our proprietary position or to sigrafit liabilities, or require us to seek licensed thay not be available from third parties on conuizly
acceptable terms, if at all. We may be restricteprevented from developing, manufacturing andragibur product candidates in the event of an adver
determination in a judicial or administrative predeng, or if we fail to obtain necessary licenses.

Confidentiality agreements with employees and otharay not adequately prevent disclosure of tradersts and other proprietary information and may
not adequately protect our intellectual property.

We also rely on trade secrets to protect our tolgyoespecially where we do not believe patentgmtion is obtainable, or prior to us filing patent
applications on any inventions we may make. Howgvade secrets are difficult to protect. In ortteprotect our proprietary technology and processes
also rely in part on confidentiality and intelleatyproperty assignment agreements with our corpamatl academic partners, employees, consultansice
scientific collaborators and sponsored researcmather advisors. These agreements may notigélgcprevent disclosure of confidential informatior
result in the effective assignment to us of intgll@l property, and may not provide an adequatedgrn the event of unauthorized disclosure of
confidential information or other breaches of thageeements. In addition, others may independeliglyover our trade secrets and proprietary infoionat
and in such case we may not be able to assertahy $ecret rights against such party. Enforcidigian that a third party illegally obtained andising our
trade secret is difficult, expensive and time conigig, and the outcome is unpredictable. In addjtomurts outside the U.S. may be less willing totget
trade secrets. Costly and time-consuming litigationld be necessary to seek to enforce and detetimenscope of our proprietary rights, and ouufailto
obtain or maintain trade secret protection couleaskly affect our competitive business position.

Obtaining and maintaining our patent protection depds on compliance with various procedural, docurhenbmissions, fee payment and other
requirements imposed by governmental patent agesicaad our patent protection could be reduced dméhated for non-compliance with these
requirements.

Periodic maintenance fees on any issued patewiLgréo be paid to the USPTO and foreign patent@ggsin several stages over the lifetime of themat
The USPTO and various foreign governmental patgeneies require compliance with a number of prodddocumentary fee payments and other similar
provisions during the patent application proceskil®\an inadvertent lapse can in many cases b& ciyr@ayment of a late fee or by other means in
accordance with the applicable rules, there aatsitns in which noncompliance can result in abantknt or lapse of the patent or patent application,
resulting in partial or complete loss of patenhtigin the relevant jurisdiction. Non-complianceets that could result in abandonment or lapsepaitent

or patent application include, but are not limitedfailure to respond to official actions withinegcribed time limits, non-payment of fees andifailto
properly legalize and submit formal documents. éf ev our licensors fail to maintain the patents patgnt applications covering our product candijade
competitive position would be adversely affected.

We may be subject to claims that our employees harangfully used or disclosed alleged trade secattheir former employers.

Many of our employees, including our senior managigimwvere previously employed at other biotechnplmgpharmaceutical companies. These emplc
typically executed proprietary rights, non-disclesand non-competition agreements in connection thitir previous employment. Although we try to
ensure that our employees do not use the propyrigtinormation or know-how of others in their worbrfus, we may be subject to claims that we or these
employees have used or disclosed intellectual prppacluding trade secrets or other proprietafpimation, of any such employee's former employée
are not aware of any threatened or pending clagtased to these matters, but in the future lityatinay be necessary to defend against such clHime.
fail in defending any such claims, in addition &ymg monetary damages, we may lose valuable éateldl property rights or personnel. Even if we are
successful in defending against such claims, tibgacould result in substantial costs and be &atifon to management.
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RISKS RELATED TO OWNING OUR COMMON STOC

Our revenue, expenses and results of operations t@ypubject to significant fluctuations, in parti¢ar over the next several quarters as we continoe t
work with BARDA to finalize invoices and a final tenination settlement, which will make it difficulto compare our operating results from period to
period.

Our revenues have historically been highly variaBleyalty revenues we earn are derived from thesales of products used for the treatment and/or
prevention of influenza. Influenza as a disease#&sonal and highly unpredictable, and sales eétheoducts fluctuate in line with the nature axtem of
the incidence and severity of influenza each sed@ayments potentially due to us under our existingny future collaborative arrangements, inclgdiny
milestone and royalty payments, are generally inittent in nature and are subject to significantfiiation in both timing and amount, or may newer b
earned or paid at all. In addition, the returnprafducts to our licensees are taken into accouthtercalculation of net sales for purposes of dating the
royalty revenue we receive and the amount of setthrms are in general unpredictable. Further, wieipate that we will continue to record revenud an
costs under our recently-terminated contract WiRBA over the next several quarters. Revenue utideicontract in any given period will be based on
the reimbursable costs we incur or record durirg pieriod, or on changes in estimates we may méker@spect to any revenue reserves we have retorde
in prior periods, all of which we expect will comtie to fluctuate significantly from month to momthd quarter-to-quarter. Accordingly, our quartenhg
annual revenue may be highly variable, and comgasiso previous periods may be difficult to maker @istorical and current revenues may not be
indicative of our ability to achieve additional pagntgenerating milestones or royalties in the futurejice versa. We expect that our operating resuilts
also vary significantly from quarter-to-quarter ayehr-to-year as a result of the initiation andcgss or failure of preclinical studies or clinit@hls we
undertake, the timing of the formulation and mantifee of our product candidates, or other developgmelated factors and activities, as well as the
restructuring of our operations that we are culyantplementing. Accordingly, our revenues, experard results of operations for any period, paaity
over the next several quarters, may not be comfmtalthe revenues, expenses or results of opasatiw any other period.

The reporting requirements of being a company thapublicly traded on the NASDAQ Global Select Mat NASDAQ) increase our overall operating
costs and subject us to increased costs and reguatisk that may negatively impact our businessaur ability to raise capital in the future.

As a company that is publicly-traded on NASDAQ), ave subject to the reporting requirements of treuffiies Exchange Act of 1934, as amended (the
“Exchange Act”), the Sarbanes-Oxley Act of 2002 (tBarbanes-Oxley Act”), and the listing requiretsesf NASDAQ. Further, Section 404 of the
Sarbanes-Oxley Act requires that we maintain gffedhternal control over financial reporting andaosure controls and procedures. In particular,
management must perform system and process emlg@td testing of our internal control over finaheceporting to assess the effectiveness of oerrial
control over financial reporting and our indepertdarditor must perform its own assessment on dernal control over financial reporting. This testis
expensive and requires the attention of our limitethagement resources. The various financial regotegal, corporate governance and other obbgati
associated with being a company that is publicgéd on NASDAQ in the U.S. require us to incur gigant expenditures and place additional demands
and requirements on our board of directors, exeeutfficers, and other administrative, operaticarad financial personnel and resources. If we aablartc
comply with these requirements in a timely anda@ff® manner, we and/or our executive officers f@yubject to sanctions by the SEC. We expect that
we will continue to incur additional expenses assault of being a company that is publicly tradad\ASDAQ.
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The price of our common stock price has been highkbfatile, and your investment in us could sufferdecline in value.

The market price of our common stock has beenslfikiely to continue to be highly volatile and cdide subject to wide fluctuations in response tious
factors and events, including but not limited to:

e our ability to successfully advance our produstdidates through preclinical and clinical develeptn

disclosure of any favorable or unfavorable dedanfour preclinical studies or clinical trials, aher regulatory developments concerning our
preclinical studies or clinical trials, the formtitan and manufacturing of our product candidateshose of our competitors;

the approval or commercialization of new produimtsus or our competitors, and the disclosure tifere

not negotiating a favorable final terminationtleeent associated with the termination of the @mitwe had with BARDA,

novel scientific innovations by us or our comfmes;

rumors relating to us or our competitors;

public concern about the safety or tolerabilityor products, product candidates, or similarsggsof compounds;

litigation to which we may become subject;

actual or anticipated variations in our quartemyannual revenue or operating results;

changes in general conditions or trends in tbeebhnology and pharmaceutical industries;

changes in drug reimbursement rates or governpwicies related to such reimbursement;

significant acquisitions, strategic partnershjpmt ventures or capital commitments by us or campetitors;

new regulatory legislation adopted in the U.Salmmoad;

changes in patent legislation in the U.S. or abhyo

our failure to achieve or meet equity researdciyests’ expectations or their estimates of our fxess or prospects, or a change in their
recommendations concerning us, the value of oumemmstock or our industry in general;

termination or delay in any of our existing otuite license or collaboration arrangements;

future sales of equity or debt securities, orgbeception that such future sales may occur;

the loss of our eligibility to have shares of oammon stock traded on the NASDAQ Global Select Madk other listed markets due to our fail
to maintain minimum listing standards;

changes in accounting principles or a restatemieprteviously reported financial results;

failure to comply with the periodic reporting tégements of publicly-owned companies under theharge Act and the Sarbanes-Oxley Act; and
conditions in the economy generally and the eapitarkets in particular.

In addition, the stock market in general, and neprecifically the NASDAQ Global Select Market, upshich our common stock is traded, and the market
for smaller biotechnology stocks in particular héwstorically experienced significant price andurak fluctuations. Volatility in the market pricerfa
particular biotechnology company’s stock has ofiean unrelated or disproportionate to the operggérfprmance of that company. Market and industry
factors may seriously harm the market price of@mmon stock, regardless of our operating perfoomabue to this volatility, you may be unable th se
your shares of our common stock at or above thee you paid and you could lose all or part of yiowestment in us.

In order to develop our product candidates and soppour operations beyond 12 months from June 30,12, we may need to raise additional capi
Such capital may not be available to us on accefgalerms, if at all, which could materially harm adinancial condition, business and busine:
prospects

We believe that our existing cash, cash equivalemdsiong-term investments of $91.7 million aswie 30, 2014, along with the anticipated procesmis f
our existing royalty-bearing licenses for Relefizand mavir® and reimbursements from BARDA relate@xpenses incurred in the development of
laninamivir octanote and a final termination sett will enable us to operate for a period okast 12 months from June 30, 2014. This estimataass
that we implement our restructuring and transifitan as previously disclosed and continue the dgwveént of our existing product candidates. This
estimate does not include the impact of in-licegginacquiring other clinicadtage development programs, any other significansaction or change in ¢
strategy or development plans in the near-future.crently do not have any commitments for addélduture funding, nor do we anticipate that wé wi
generate any significant incremental revenue frloenstle of any of our product candidates in thesfeeable future. Therefore, in order to meet our
anticipated liquidity needs beyond 12 months tctiome the development of our product candidateppssibly sooner in the event we in-license or @equ
another clinical-stage development program, enterather transactions, change our strategy olemate our development plans, we may need to secure
additional capital. In the event we need to ragitional capital, we expect to raise it primatiyough the sale of our common stock or other gquit
securities, as well as potentially through formslelt financing or other financing vehicles we reater into in the future. Funds from these souncag

not be available to us on acceptable terms, ifi,adad our failure to raise such funds could haveaterial adverse impact on our future busineagesty,
plans, financial condition and results of operagidhadequate capital is not available to us areptable terms in the future, we may be requiretktay,
reduce the scope of, or eliminate one or more ofesearch and development programs, or delayrtaicaur preclinical studies and clinical trialt.
additional capital is not available to us on acablet terms, we may also need to obtain funds thrdicgnse or collaborative arrangements, pursuant t
which we would likely relinquish potentially valui@trights to certain of our product candidates #atmight otherwise choose to develop or commerei
independently, or be forced to enter into suchrgeanents earlier than we would prefer, which wdildely result in less favorable transaction terms.
Additional equity financings may be dilutive to tets of our common stock, and debt financing, #ilable, may involve significant payment obligaton
and restrictive covenants that restrict how we afgeour business.
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The timing and extent of our future financing neadsuncertain and will depend on many factors,esofiwhich are very difficult to predict or may be
beyond our control, including:

the variability of future royalty revenue we mageive under our existing royalty-bearing liceageeements;
the timing of and extent to which we receive faimsements and a final termination settlement fBARDA for costs incurred under our
terminated contract;
e the development timelines and plans for our pcbdandidates, including any changes to those it plans or our strategy;
the variability, timing and costs associated withaucting clinical trials for our product candidatéhe rate of enroliment in such clinical triaad
the results of these clinical trials:
the variability, timing and costs associated witinducting preclinical studies, and the resulthege studies;
the cost of scaling up, formulating and manufastupreclinical and clinical trial materials toauate our product candidates;
whether we receive regulatory approval to advaheelinical development of our product candidates timely manner, if at all;
the cost and time to obtain regulatory approkedgiired to advance the development of our prodamctiidates;
the scope and size of our research and develdpefferts;
the terms and timing of any collaborative, lidagsand other arrangements that we may establigteifuture;
the cost to maintain a corporate infrastructarsupport being a company that is publicly tradethe U.S. on NASDAQ); and
the cost of filing, prosecuting, and enforcinggpet and other intellectual property claims.

Future issuances of shares of our common stock ncayse our stock price to decline, even if our buesss is doing well.

The sale and issuance of additional shares of@uanmn stock, or the perception that such futuressabuld occur, including any sales by our direxstor
executive officers, and other insiders or theiiliates, could materially and adversely affect th@rket price of our common stock and impair oulitgtiio
raise capital through the sale of additional egséyurities at a price we deem appropriate.

If we raise additional capital in the future, youevel of ownership in us could be diluted or we ¢dbe required to relinquish certain rights

Any issuance of securities we may undertake irffuh@e to raise additional capital could causeptiee of our common stock to decline, or requireéais
issue shares at a price that is lower than thattpaholders of our common stock in the past, whvchild result in those newly issued shares beihgidé.
Further, if we obtain funds through a debt finagaim through the issuance of debt or preferredrtéxs) these securities would likely have rigtasisr to
your rights as a common stockholder, which coulgamthe value of our common stock. The terms gf@debt financing we enter into may include
covenants that limit our flexibility in conductiraur business. We also could be required to seaksfthmough arrangements with collaborators or sther
which might require us to relinquish valuable rigta our intellectual property or product candidateat we would have otherwise retained.
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We do not anticipate paying cash dividends in tloeefseeable future, and accordingly, you must retyappreciation in the price of our common stock
for any return on your investment in us

We anticipate that we will retain our earningsarify, for future growth and therefore do not antitgppaying cash dividends in the foreseeable fuAsea
result, our common stock will likely only provideeturn to stockholders in the event there is apgtien in its price.

Our certificate of incorporation, our bylaws, andié laws of Delaware contain provisions that coulcburage, delay or prevent a change in our control
or in our management.

Certain provisions of our restated certificatermfarporation, our bylaws and the laws of Delawtre,state in which we are incorporated, may disageyr
delay or prevent a change in control of us or anghan our directors or management that stockhsld®y consider favorable. These provisions:

e allow the authorized number of directors to berged only by resolution of our Board of Directors;
provide that our stockholders may remove ouratiines only for cause;
authorize our Board of Directors to issue withstaickholder approval, up to 5,000,000 sharesefepred stock, the rights of which will be
determined at the discretion of the Board of Diesthat, if issued, could operate as a “poisdh toildilute the stock ownership of a potential
hostile acquirer to prevent an acquisition thatasapproved by our Board of Directors;

e establish advance notice requirements for stddiehmominations to our Board of Directors or farckholder proposals that can be acted on at
stockholder meetings;
limit who may call stockholder meetings; and
contain a fair price provision.

In addition, we are governed by the provisionsedtidn 203 of the Delaware General Corporation Lahich may, unless certain criteria are met, pribhib
large stockholders, in particular those owning I&%nore of the voting rights of our common stockpf merging or combining with us for a prescribed
period of time. These provisions could discouragey contests and make it more difficult for youdasther stockholders to remove and elect dire@ods
take other corporate actions. These provisionsdcalgb limit the price that investors might be inij to pay in the future for shares of our commirtls.

We may be subject to securities litigation, whichexpensive and could divert management attention.

The market price of our common stock has been amdaontinue to be volatile, and in the past comgmthiat have experienced volatility in the market
price of their stock have been subject to secsritlass action litigation. We may be the targehi type of litigation in the future. Securitiésgation
against us could result in substantial costs amertlour management's attention from other busioesserns, which could seriously harm our business.

If securities or industry analysts do not publislkesearch, or publish inaccurate or unfavorable resel, about our business, our stock price and tradi
volume could decline.

The trading market for our common stock is influexhby the research and reports that securitiasdoistry analysts publish about us or our busindfesdc
not have any control over these analysts. Therdearo assurance that analysts will continue teicas or provide favorable ratings. If any analygt®
cover us downgrade our stock, change their opiafaur stock or disseminate negative informatiayarding our business, our share price may dedfine.
any analysts cease coverage of our company, dofadigularly publish reports on us, we could leiséility in the financial markets, which couldese oul
share price or trading volume to decline.

RISKS RELATED TO OTHER ASPECTS OF OUR BUSINES

If a product liability claim is successfully broughagainst us for uninsured liabilities, or such dia exceeds our insurance coverage, we could bedd
to pay substantial damage awards that could matlyiharm our business.

The use of any of our existing or future productdidates in clinical trials and the sale of anyrappd pharmaceutical products may expose us to
significant product liability claims. We currenthave product liability insurance coverage for ongaing clinical trials in the amount of $15 million
Further, we also require clinical research and rfanturing organizations that assist us in the cohdtiour clinical trials or manufacture materiated in
these trials to carry product liability insurangainst such claims. This insurance coverage mapnodéct us against any or all of the product ligbi

claims that may be brought against us in the fulfe may not be able to acquire or maintain adeqpatduct liability insurance coverage at a
commercially reasonable cost or in sufficient antewm scope to protect us against potential logsehe event a product liability claim is brougigainst

us, we may be required to pay legal and other esgseto defend the claim, as well as uncovered damagrds resulting from a claim brought successfull
against us. In the event any of our product cartegare approved for sale by the FDA or similautaigry authorities in other countries and
commercialized, we may need to substantially irmee¢he amount of our product liability coveragefddeing any product liability claim or claims could
require us to expend significant financial and nggamil resources, which could have an adverseteifeour business.
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If our use of hazardous materials results in contamation or injury, we could suffer significant reptational or financial loss.

Our research activities may involve the controllisé of certain hazardous chemical and biologicaérizds from time-to-time. Notwithstanding the \ars
regulations controlling the use and disposal of¢hmaterials, as well as the safety procedureswertake, we cannot eliminate the risk of accidenta
contamination or injury from these materials. la #vent of an accident or environmental dischargeposure, we may be held liable for any resulting
damages, which may negatively impact our operatiomsfinancial resources or our ability to recngw staff.

Our ability to use our net operating loss carry feards to reduce taxable income generated in thaufetcould be substantially limited or eliminated.
Our ability to use our net operating losses inuh®., Australia and the United Kingdom is subjeciimitations and rexssessment due to ownership cha
that have occurred, or that could occur in therfutDepending on the actual amount of any limitatia our ability to use our net operating lossycarr
forwards, a significant portion of our future tal@mcome could be taxable. Additionally, tax lamitations may result in our net operating losseqsiring
before we have the ability to use them. In addjtforancing and acquisition transactions that we exater into in the future could significantly litar
eliminate our ability to realize any value from awat operating losses.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM2. PROPERTIES

We have entered into an operating lease for aneoéfnd laboratory facility located in Melbourne séralia through September 30, 2015, as well as a
corporate office in Alpharetta, Georgia through t8epber 2019. We do not anticipate renewing ourd@adlelbourne, Australia. The total annual rent
expense under these leases is approximately $0i6rmof which approximately $0.5 million is assaied with our Melbourne lease. We do not own any
real property. We believe that our facilities age@uate for our current business as a conductedelhas our expected business for the foresedahlee.
ITEM 3. LEGAL PROCEEDINGS

We may from time to time become subject to varidasns and legal actions during the ordinary cowfseur business. We are not party to any legal
proceedings at the date of filing of this AnnuapBe on Form 10-K.

ITEM 4. MINE SAFETY DISCLOSURES

Not Applicable.
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PART Il

ITEM5. MARKET FOR REGISTRANTS COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND$SUER PURCHASES OF
EQUITY SECURITIES

Our common stock trades on the NASDAQ Global Seélatket under the symbol “BOTA.” At September 2812 we had 9,692 common stockholders of
record. This figure does not represent the actuialber of beneficial owners of common stock becahsees are generally held in “street name” by

securities dealers and others for the benefitdividual owners who may vote the shares.

The following table shows the range of high and &ales prices for our common stock for each coragléscal quarter since June 30, 2013.

2013
High Low
First Quarter (July 2012 to September 2012) $ 1.71 % 1.5¢
Second Quarter (October 2012 to December 2012) 4.71 1.5¢€
Third Quarter (January 2013 to March 2013) 4.4C 3.8
Fourth Quarter (April 2013 to June 2013) 4.3¢ 3.01
2014
High Low
First Quarter (July 2013 to September 2013) $ 444 % 3.2C
Second Quarter (October 2013 to December 2013) 4.3( 3.7
Third Quarter (January 2014 to March 2014) 7.07 4.1%
Fourth Quarter (April 2014 to June 2014) 6.17 2.3¢€

Securities Authorized for Issuance under Equity Corpensation Plans

For certain information concerning securities actteal for issuance under our 2007 Omnibus Equitylanentive Plan, see Item 12 — Security Ownership
of Certain Beneficial Owners and Management anatelStockholder Matters.

Dividend Policy

We have not paid or declared any dividends on ommoon stock in either of the two most recent figeadrs, and we do not anticipate paying any cash
dividends in the foreseeable future. We curremttgnd to retain any earnings we may generate i éun product development, operations and future
growth. Any future determination to pay a dividemitl be at the sole discretion of our Board of Rit@rs, and will depend upon a humber of factors,
including our results of operations, capital regmients, financial condition, future prospects, @sitial arrangements, restrictions imposed by egiplé
law, any limitations on payments of dividends prege any debt arrangements we may enter intoérfuture and other factors our Board of Directoesym
deem relevant.
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Comparative Stock Performance

The following graph and related information shoutd be deemed “soliciting material” or to be “filadith the Securities and Exchange Commission, nor
shall such information be incorporated by referant® any future filing under the Securities Actl&33, as amended or the Exchange Act, excepeto th
extent that we specifically incorporate it by refece into such filing.

==4==Bjota Pharmaceuticals
== Nasdaq Stock Market

400 ‘Nasdaq Biotech Index
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June 30, 2009  June 30,2010 June 30,2011 June 30,2012 June 30,2013 June 30, 2014

6/30/2009 6/30/2010 6/30/2011 6/30/2012 6/30/2013 6/30/2014
Biota Pharmaceuticals (1 $100 $224 $221 $65 $142 $117
Nasdag Stock Market $100 $115 $151 $160 $185 $240
Nasdaq Biotech Index $100 $107 $148 $180 $242 $358

Assumes $100 invested on June 30, 2009

(1) Nabi Pharmaceuticals, Inc. stock performance franeB0, 2008 to November 7, 2012. On November 82 2Biota Holdings Limited complete
a reverse merger with Nabi Pharmaceuticals, Ind.ranamed the resulting company Biota Pharmacdsitice.

Issuer Purchases of Equity Securities

There were no stock repurchases or other purcludsegiity securities by the Company during the floguarter ended June 30, 2014.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data are derivemhf our audited consolidated financial statemeértigs data should be read in conjunction with our
audited consolidated financial statements andaglabtes, which are included elsewhere in this AhReport on Form 10-K, and “Management’s
Discussion and Analysis of Financial Condition &ebsults of Operations” included in Item 7 below.

Years Ended June 30,
2014 2013 2012 2011 2010
(in millions, except share and per share data)

Statement of Operations Data:

Revenues $ 68.7 $ 33¢ $ 204 $ 125 $ 60.€
Operating expense:
Cost of revenue 51.1 20.4 9.¢ 2.t 4.1
Research and development 17.5 19.2 24.1 33.t 35.5
General and administrative 10.2 18.C 9.4 7.C 8.2
Foreign exchange (gain) loss 1.4 (1.9 (0.7) - -
Total operating expense 80.2 55.7 43.Z 43.C 47.¢
Operating (loss) income (11.5) (22.7) (22.9) (30.5) 13.C
Total non-operating income, net 0.2 13.c 3.2 4.3 2.2
Income tax benefit (expense) 0.3 (0.7) 0.5 0.8 (3.9
Net (loss) incoms (11.0) (8.9 (19.2) (25.9) 11.¢
Net (loss) income per common she
Basic and Diluted $ (0.35) $ (0.32) $ (0.85) $ (1.12) $ 0.5
Weighted average number of shares used in per consirare
calculations:
Basic 31,347,88 28,217,51 22,713,56 22,567,95 22,320,63
Diluted 31,347,88 28,217,51 22,713,56 22,567,95 22,320,63

As of June 30,

2014 2013 2012 2011 2010
(in millions)
Balance Sheet Data:
Cash, cash equivalents and long-term investments $ 91.7 $ 66.6 $ 53¢ $ 74z $ 89.¢
Total assets 114.( 85.¢ 69.3 88.t 102.2
Total liabilities 27.1 17.¢ 10.C 7.1 14.¢
Total stockholders’ equity $ 86.¢ $ 68.C $ 59.: % 814 $ 87.4

ITEM7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read this discussion together with thditad financial statements, related notes andrdihancial information included elsewhere in this

Form 1(-K. The following discussion contains assumptiestimates and other forward-looking statements itihailve a number of risks and uncertainties,
including those discussed under “Risk Factors,” &jfal Note on Forward-Looking Statements” and elsese in this Form 10-K. These risks could cause
our actual results to differ materially from thoasticipated in these forward-looking statements.

References t‘we,” “us,” and “our” refer to Biota Pharmaceuticas, Inc. and its consolidated subsidiaries. Refeearto “Notes” refer to the Notes to
Consolidated Financial Statements included herggfe¢ to Item 8).
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Overview

We are currently focused on developing oral, smallecule compounds to treat a number of respirateligted viral infections. Our most advanced chihic
stage program is laninamivir octanoate, a longagatieuraminidase inhibitor (“NI”) that we are deygihg for the treatment of influenza A and B. On
August 1, 2014 we reported top-line safety andaffy results from a randomized, double-blind, gd@aeeontrolled, parallel-arm Phase 2 clinical trial
comparing the safety and efficacy of a 40 mg ancth8Glose of laninamivir octan oate to placebo. ¥ferrto this trial as IGLOO. As compared to plagebo
neither the 40 mg nor the 80 mg cohort achievedtisscally significant reduction in the mediamé to alleviation of influenza symptoms, the priynar
endpoint, as measured by the Flu-li®d  patient-reed@bitcome guestionnaire. Certain important seagretadpoints, including quantitative viral
shedding, and secondary bacterial infections, disas¢he time to alleviation of influenza symptofasa number of subcomponents, did achieve
statistically significant results for laninamivictan oate treated cohorts compared to placebo.a¥e ot received the full data set from this taiad
anticipate continuing to assess this additionatgadnd efficacy data when received.

We are also developing BTA-798, also known as vdaein, which is in Phase 2 for the treatment of harrhinovirus (“HRV”) infections in patients with
moderate to severe asthma. We have successfullgletad two Phase 2 trials of vapendavidaie and recently completed additional Phase 1hitzdoility
and drug-drug interaction studies in healthy vadens that support its continued development.

In addition to these Phase 2 clinical-stage dewetop programs, we are also developing orally bitavie F and non-F protein compounds for the
treatment of RSV infections in children, the elgexhd immune-compromised patients. We are curreothgucting IND-enabling studies wiBTA-C585,
the lead compound from our F-protein inhibitor peog.

We previously developed zanamivir, a NI that is keted worldwide by GSK as Relen®a , for the preieerand treatment of influenza A and B. GSK
markets Relenz&8 pursuant to a royalty-bearing resemnd license agreement we entered into with 1990. In 2003, we entered into a collaboratioth an
license agreement with Daiichi Sankyo, under wieabh party cross-licensed its intellectual propegtsted to second-generation, long-acting NI's,
including FLUNET and laninamivir octanoate. In 200& entered into a commercialization agreemerit aiichi Sankyo that provided it with an
exclusive license to commercialize laninamivir octate in Japan and entitled us to a royalty oretimes sales. Laninamivir octanoate, which is madkét
Japan by Daiichi Sankyo as Inafir , was approveddde by the Japanese Ministry of Health and Welfar the treatment of influenza A and B in adults
and children in September 2010 and for the prewandf influenza A and B in December 2013, respetgivin 2009, we filed an Investigational New Drug
application (“IND”) with the United States Food abdug Administration (“FDA”) to develop laninamivectanoate in the U.S.

In March 2011, we were awarded a contract from Qffice of Biomedical Advanced Research and Develept Authority (‘BARDA") designed to
provide up to $231 million in support of the dey@teent of and submission for a New Drug Applicaf{ftdDA”) of laninamivir octanoate for the treatment
of influenza A and B infections in the U.S. On A28, 2014 the U.S. Department of Health and Hu®ervices (“HHS”) office of the Assistant Secretary
for Preparedness and Response (“ASPR”) and BARBéeid us a Stop Work Order, indicating that we ghdidcontinue work on a number of activities
under the contract pending a decision regardingtiteome of an In-Process Review (“IPR”) of thetcact. On May 7, 2014 ASPR/BARDA further
notified us of its decision to terminate this cawtrfor the convenience of the U.S. Governmentcdfginue to work with ASPR/BARDA to close out this
contract, which involves completing several clihizgls, finalizing invoices and billings, detemimg the nature and extent of any equitable adjestm

and negotiating a final termination settlement.

Although several of our influenza product candiddtave been successfully developed and commeedaiedate by other larger pharmaceutical
companies under license, collaboration or commization agreements with us, we have not indepethdedrveloped or received regulatory approval for
any product candidate, and we do not currently lyesales, marketing or commercial capabilitidger&fore, it is possible that we may not succelysful
derive any significant product revenues from argdpct candidates that we are developing now, ordeaglop in the future. We expect to incur losses f
the foreseeable future as we intend to supportlthieal and preclinical development of our prodoahdidates. Also, due to the recent terminatioounf
contract with BARDA, we anticipate that our reverit@n service and cost of revenue will decline saibally in the future as compared to recent hisad
levels.
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We plan to continue to finance our operations \itlour existing cash, cash equivalents, and steor and long-term investments (ii) proceeds from
existing or potential future royalty-bearing licessgovernment contracts, or collaborative reseandhdevelopment arrangements, (iii) future ecaiitgt/or
debt financings, or (iv) other financing arrangetse@ur ability to continue to support our openasiés dependent, in the near-term, upon our suitdess
management of our cash resources, our continuingckive royalty revenue under our existing licanseir ability to negotiate appropriate reimbursetsie
from BARDA for costs incurred under our prior caut with it and for final termination settlementir@ability to enter into future collaboration, litse or
commercialization agreements, the successful dprreat of our product candidates, our ability toaene future financings, if needed, and ultimatelyon
the approval of our products for sale and achieverpositive cash flows from operations on a ¢stest basis. There can be no assurance that@uliti
capital or funds will be available on terms accbl&do us, if at all, or that we will be able taeninto collaboration, license or commercializatio
agreements in the future, or that we will ever gateesignificant product revenue and become operaity profitable on a consistent basis.

Recent Corporate Developments

Changes to the Company’s Board and Managem@n September 26, 2014, we announced a number n§ebdo our board of directors and managel
structure. The board has appointed Joseph M. Paff),to the position of President and Chief Exeeu@fficer, replacing Russell H. Plumb, who hasrbee
appointed Executive Chairman of the Board of Dwestind will continue to have certain ongoing resailities with the Company. James Fox is resigi
as Chairman of the Board of Directors, but will emon the board as its Lead Director. These crengebecome effective as of October 1, 2014.

Corporate Strategy ©n September 26, 2014 we announced that, basedtostegic review of the Company, our assets angaspects, our Board of
Directors has adopted a near-term strategic andchtipg plan, summarized as follows: (i) align im&roverhead costs with anticipated royalty revenue
(i) support the development of the our vapendawinl RSV programs (iii) proactively consider a ran§eorporate development or other strategic
transactions that can complement our pipeline ahdmce the creation of shareholder value, andl{gguss the Phase 2 IGLOO trial results with the
FDA and work in concert with Daiichi Sankyo, ouriogr on LANI, to out-license the rights to the LAprogram outside of Japan.

Relenze® — On September 26, 2014, we announced that GSK hidiedehat we will continue to receive royalties the net sales of Relen®a in the U.S.
beyond December 2014 to the extent that U.S. PAmpitcation No. 08/737,141 remains pending. On é&t?5, 2014 GSK filed an appeal to the United
States Patent Trial Appeal Board in relation tg thatent application. At this time, we cannot datee the duration or the outcome of this appeat@se or
how long this patent application will remain pergliif patent claims are ultimately issued, we expeat we would be eligible to receive royaltiesrfr net
sales of Relenz& in the U.S. for an additional 4ary from the date of allowance.

Respiratory Syncytial Virus* RSV ") Program— On September 8, 2014, we presented preclini¢alaaBTA-C585, an oral small molecule F-protein
inhibitor, at the 54" Interscience Conference onirAitrobial Agents and Chemotherapy (‘ICAAC”) Meagiim Washington, DC. Data presented at

ICAAC included the results from a numberiofvivostudies designed to assess the antiviral actifiBTé\-C585 prior to and during experimental RSV
infection in a cotton rat model, which demonstraetbse-dependent decrease in virus titers intisage. Similarly, a highly significant dose-depentd

decrease in RSV mRNA in lung tissue was also oleskirvthe cotton rat model. Further, preliminamyn+tlinical oral, single and multiple-dose dataniro
several animal toxicology studies indicated thaABI585 was highly bioavailable and well toleraté¢e have initiated IND-enabling studies with BTA-
C585 and subject to the successful completionesdtstudies, we believe we can be in positiorl@éafi IND and initiate Phase 1 clinical trials irdr2015

Vapendavir- On September 26, 2014 we announced that we havgletad enrollment in a bioavailability study desdrto establish the systemic expo:
profile of a single dose of a vapendavir free-liadéet formulation compared to a single dose oéxating capsule phosphate salt formulation, whiels

the formulation used in previous clinical trialsvapendavir. We plan to conduct additional formolagctivities on a free-base formulation to furthe
improve its characteristics. We filed a patent egpion for this free-base formulation in 2014 afidsued, this patent would expire in 2034, withou
extensions. We have also recently completed enealtrim a drug-drug interaction study in 24 healtbijunteers to assess the effect of vapendavir en th
pharmacokinetic profile of midazolam, a CYP3A4 stdie. The results of the study confirmed both walaeir's pharmacokinetic profile established in

prior studies, and that vapendavir is a weak toerate inducer of CYP3A4, which suggests that vapeindan be used to treat asthma and COPD patients
receiving multiple background medications. In botlthese Phase 1 studies vapendavir was well telkiand there were no untoward safety trends.

49




We plan to initiate a randomized, double-blind cplao-controlled dose-ranging Phase 2 trial of vdpein in moderate and severe asthmatic patiertskat
of loss of asthma control due to presumptive HRédtion in the first quarter of 2015. The plannédwe 2 trial is expected be conducted at approglgnat
60 sites across six to eight countries in North Acgeand Central Europe, with anticipated enrolltrt@ing targeted at approximately 375 randomized
patients. The planned primary endpoint is the L8asiare (“LS”) mean change from baseline to Study D4 in ACQ-6 total score. Planned secondary
endpoints include the measurement of asthma exattenb, changes in lung function, virology outcorard effects on symptoms of HRV infection. AGQ-
is a validated tool designed to assess asthmaot@amid utilizes both patient reported outcomesfanted expiratory volume in 1 second (FEV1). The
primary efficacy analysis population will be theTFinfected population, defined as all subjects wibnfirmed HRV infection who receive a study
treatment. We are also considering a Phase 2a HigNeage study with vapendavir in patients withastic obstructive pulmonary disease (“COPD").

Laninamivir Octanoat— On August 1, 2014, we announced top-line data faarandomized, double-blind, placebo-controlledapel-arm Phase 2 clinical
trial comparing the safety and efficacy of 40 mdg & mg doses of laninamivir octanoate (“LANI") tviplacebo. We refer to this trial as “IGLOO”. The
primary endpoint of IGLOO was the difference in thedian time to alleviation (reported to be mildabsent for greater than 24 hours) of all seven
influenza symptoms (headache, feeling feverishytaathes and pains, fatigue, cough, sore throahasadl congestion) plus fever. Symptom data were
collected through the influenza intensity domainhef influenza intensity and impact Flu-if®¥  questiaire. As compared to placebo, neither the 40 mg
nor the 80 mg cohort achieved a statistically igamt difference in the median time to alleviatioinall seven influenza symptoms plus fever. Theliare
time to alleviation of the seven influenza symptgrhs fever was 102.3 hours for the 40 mg cohadt 208.2 hours for the 80 mg cohort, as compared to
104.1 hours for the placebo cohort.

Although the 40 mg or 80 mg LANI cohorts did noh@wve a statistically significant difference foethrimary endpoint, notable effects were seen in
individual symptoms, the suket of systemic symptoms (headache, feeling fdvenisdy aches and pains, and fatigue) and a nuaflscondary endpoin
Subjects in the 40 mg cohort reported alleviatiballofour systemic symptoms significantly earltean placebo (median time 58 hours and 72 hours,
respectively, p=0.007). Patients in the 40 mg cbalso reported a significant reduction in the nemiif days in which all seven symptoms were severe
(p=0.02) and in the number of secondary bactarfattions (p=0.013) as compared to placebo. Assiedily significant proportion of patients in bdtie
40 mg (p=0.002) and 80 mg (p=0.02) cohorts wereémiza culture negative on Day 3 of the study aspaved to placebo. In addition, patients in theng
(p<0.001) cohort also demonstrated a significatiticdon in viral shedding on Day 3 of the study pamed to placebo as quantified by qRT-PCR. The
nature and extent of adverse events were simildneithree cohorts, with diarrhea (3.1% vs. 0.99%gdache (1.4% vs. 0.5%), gastritis (1.4% vs. 0%),
urinary tract infection (1.4% vs. 0%), and sinss(ti.2% vs. 0.9%) being the most common adversetgteat occurred more frequently in the LANI
treatment cohorts as compared to placebo. Theencilof serious adverse events was low and balawceds the three cohorts.

We are in the process of completing an analysikefull safety, pharmacokinetic, and Flu-fd  dftan this trial. We intend to complete these anedys
and discuss the results of this trial with the FdAletermine the appropriate primary endpointdod which patient reported outcome tools would be
acceptable for use in, prospective registratialgmf laninamivir octanoate to treat uncomplicatétienza.

Restructuring of Operatior- On June 2, 2014, we announced that following thaiteation of our contract with BARDA and the contjp@ of an
operational review, our Board of Directors adopgulan to restructure our operations. Specifically plan to reduce our workforce to approximately 2
employees by March 2015 and close our Melbournstralia facility by June 30, 2015. We anticipateargling an estimated total charge of
approximately $5.0 to $5.5 million related to tréstructuring plan, a portion of which was recoriefiscal 2014. Upon our completion of this plare
anticipate that our ongoing internal research anébpment and general and administrative overheats$, excluding the direct external costs to
advance the development of its pipeline, will bpragimately $9-$10 million per year.

BARD/ On April 23, 2014, we announced that we were regdifiy the HHS office of ASPR and BARDA that pendindecision regarding the outcome
of an IPR of our contract for the development oMNIAASPR/BARDA had issued a Stop-Work Order notifyius to discontinue work on a number of
activities that would no longer be reimbursed urtercontract. On May 7, 2014, and based uponetdis of the IPR, HHS/ASPR/BARDA notified us
of its decision to terminate the contract for tbewenience of the U.S. Government. Certain ongadtiyities at the time of termination were excluded
from the termination-for-convenience notice.

50




We have been and continue to work with ASPR/BARDAIbse out this contract, which involves complgtieveral clinical trials, finalizing separate
invoices and billings for those activities undegnlprior to and after the termination date, deteimgi the nature and extent of any equitable adjeistm
for costs incurred after the termination date, megotiating a final termination settlement. As wfid 30, 2014, we had $17.8 million in accounts
receivable due from BARDA, which does not inclu@7million of contract service revenue and accsueteivable related to amounts that we believe
we are entitled to be reimbursed for under our itesbed contract with BARDA and pursuant to applleajpovernment regulations, but for which we
potentially may not be fully reimbursed . At thisé we cannot determine when and to what exteninvaices will be approved and reimbursed by, or
when a final termination settlement may be finalizéth, BARDA, or what the final financial outcorneay be.

Financial Operations Overview

RevenueWe have historically generated revenue primaritynfrroyalty payments, license fees, milestone payseyayments for services perforr
pursuant to contracts, such as the recently tetedrBARDA contract, and certain eadjage research and development activities pursaauilaboration
with other entities. Revenues are earned when tfierlying service is rendered and all contingentiase been satisfied. Revenue for royaltie
recognized when the net sales of the underlyindymbby the relevant third party, including actoakestimated returns within the royalty period lohee
agreement, are determinable. In 2015, we anticigatenue from services to decrease substantiaiytalthe termination of our contract with BARDA
the clinical advancement tfninamivir octanoate, and we expect our royaltsereies will be lower than in 2014, excluding anyeptial stockpiling order
Further, the Relenz&patents are scheduled to expire in the U.S. in Dbee 2014 and in Australia in May 2015. HoweverKGfs recently verified th
we will continue to be eligible to receive royadtien the net sales of Relerfzin the U.S. beyond December 2014 to the extentltat Patent Applicatic
No. 08/737,141 remains pending. On August 25, 2@2K filed an appeal to the United States Paterdl Fxppeal Board in relation to this pat
application. We are unable at this time to deteentlme duration or the outcome of this appeal pmces how long this patent application will rerr
pending, but anticipate that there is a reasoriaihood that we will continue to receive royalgvenue from net sales of Releffzia the U.S. during ol
2015 fiscal year.

Cost of RevenueCost of revenue represents expenses incurred liy psrforming services and activities pursuant éwegnment contracts or grants
which we record related revenue and expense ogrtss basis of accounting. Cost of revenue expéhsejast majority of which relates to the BAR
contract, includes, but is not limited to, the costthirdparty service providers incurred in connection witinducting external preclinical studies
treating patients enrolled in clinical trials an@mitoring, accumulating and evaluating the relatfical data; salaries and personnglhted expenses |
our internal staff allocated to a contract or gramtluding benefits; and, the cost to developpnfolate and manufacture product candidates diratithgate
to the specific contract. cost of Revenue expeaseexpensed as incurred. In 2015, we expect airofaevenue to decrease from 2014 ledeis to th
termination of our contract with BARDA for the cigal advancement of laninamivir octanoate.

Research and Development ExpeiResearch and development expense generally incthdesost of activities associated with the disecgvpreclinica
development, and clinical development of our prodandidates other than those captured under Costenue. These costs include, but are not lintie
fees paid to thirgearty service providers in connection with condugtiexternal preclinical studies and treating pasieemrolled in clinical trials ai
monitoring, accumulating and evaluating the relatitcal data; salaries and personnel-related esge for our internal staff, including benefits ahdre-
based compensation; the cost to develop, formalademanufacture product candidates; legal feesiaed with patents and intellectual property edat
our product candidates; research consulting féesnde expenses and sponsored research fees phiddtparties; and specialized information syst;
depreciation and laboratory facility costs. Redeard development expenses are expensed as incurred

We anticipate that our research and developmergresgwill increase in 2015, as compared to 201gkedan our plans to advance the clinical developmen
of vapendavir into a Phase 2 clinical trial in pats with moderate and severe asthma with a prastenihRV infection, and the advancement of our RSV
compoundBTA-C585nto IND-enabling preclinical studies. Due to thalg stage nature of our programs, our future mreseand development expense
may be highly variable in future periods dependinghe results of these activities. From timeitoe, we will make determinations as to how muaiding

or resources to direct to these programs in regptntheir scientific, clinical and regulatory sistanticipated market opportunity and the avditstof

capital to fund our programs.
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A discussion of the risks and uncertainties assediaith the development of our existing or futpreduct candidates, is set forth in the “Risk Fegto
section of this Form 10-K.

General and Administrative Expensgeneral and administrative expense reflects this tosurred to manage and support our researcldevelopment
activities, operations, contracts and grants, &aais as a publicly-traded company. General andrastmative expense consists primarily of salaged
personnel-related expenses, including share-basagensation for personnel in executive, financepawting, information technology, business
development and human resources functions. Otbeifisant costs include professional fees for legabiting, tax, and consulting services, insurance
premiums, other expenses incurred as a resultiof lrecompany that is publicly traded, and deptagiaand facility expenses. In 2015, we expect our
general and administrative expense to decreaseduwra014 levels as result of our restructuringipighich includes a significant reduction in perrseln
the consolidation of all corporate functions into &J).S. head office, and the closure of our MelbeyAustralia facility.

Foreign Exchange (Gain) or LosForeign exchange (gain) or loss primarily relatessmeasurement of transactions denominated imraray other than
the functional currency that the financial recoads maintained per ASC 830greign Currency Matters

Other Income (ExpenséQther income (expense) has historically consisfeétleoproceeds from the gain or loss on the didmfsaquipment, research and
development tax grants and interest income. Intémesme consists of interest earned on our cash equivalents, and short-term and long-term
investments.

Critical Accounting Policies and Estimates

This discussion and analysis of our current finanodndition and historical results of operatiors laased on our audited financial statements, wiaste
been prepared in accordance with generally accegiealinting principles in the U.S. (“GAAP”). Thesparation of our financial statements requireous t
make estimates and judgments with respect to {eet&m and application of accounting policies thfiect the reported amounts of assets, liabilities
revenues and expenses, and the disclosures ofigentiassets and liabilities. We believe the foifmacritical accounting policies are important in
understanding our financial statements and operagisults.

Use of EstimateShe preparation of our financial statements in oomince with GAAP requires us to make estimategudgments with respect to the
selection and application of accounting policiest tiffect the reported amounts of assets, liadsljtrevenues and expenses, and the disclosurestofgen
assets and liabilities. We base our estimatessinrigal experience, current economic and indusinditions, and various other factors that we beli®
be reasonable at the time, the results of whiam file basis for making judgments about the carryaiges of certain assets and liabilities. Actudlife
results may differ from these estimates under diffeassumptions or conditions.

Revenue RecognitioWe recognize revenue as we perform services all fudhtractual obligations under licensing andesthollaborative research and
development agreements. Revenue from royaltiecisgnized when the net sales of the underlyingumrtdaly the relevant third-party licensee, including
actual or estimated returns within the royalty petbased on agreement, are determinable. Revermesérvices performed pursuant to a contract artgra
is generally recognized as revenue when earneidatipwhen the underlying services or activities eendered. Revenue from collaborative researdh an
development activities typically consists of feesdervices, or payments when specific milestonesreet and match underlying activities occurringraty
the term of the arrangement. When circumstances arere collection of the underlying servicesnisautain, recognition of the revenue is delayed unt
such time as collection is reasonably assured.

Accrued ExpenseThe preparation of our financial statements reguileto estimate expenses that we believe haveifmaned but for which we have not
yet received invoices from our vendors, and for leyge services that we have not yet made payméig.process primarily involves identifying services
and activities that have been performed by thindypaendors on our behalf and estimating the léwethich they have been performed and the assdciate
cost incurred for such service as of each balaneetslate. Examples of expenses for which we giynamrue based on estimates include fees folices
such as those provided by clinical research ara mianagement organizations and investigators ijucotion with the conduct of our clinical trials,
research organizations that perform preclinicalists} and fees owed to contract manufacturersnneaction with the formulation or manufacture of
materials for our preclinical studies and clinigé@ls. In order to estimate costs incurred to-dateé evaluate the adequacy of a related accruaititiiawe
monitor and analyze the progress and related tesythe terms of the underlying contract or agrest, any invoices received and the budgeted co&ts.
make these estimates based upon the facts anthsitaoces known to us at the time and in accordaitheGAAP.
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Share-Based Compensatidfe use the Blaclscholes method to estimate the value of stock pptipanted to employees and directors. Our foreitate i
based on historical experience as well as antethairnover and other qualitative and quantitafaeors, which may change over time. There me
adjustments to future periods if actual forfeitudéer from current estimates. Our tinbased awards are issued with graded vesting. Tinpasation co
of these graded vesting awards is recognized ukmgtraight-line method.

Recent Accounting Pronouncements

In May 2014, the Financial Accounting StandardsrBadssued authoritative accounting guidance reltdgdvenue from contracts with customers. This
guidance is a comprehensive new revenue recogmitamel that requires a company to recognize revémdepict the transfer of goods or services to a
customer at an amount that reflects the considerétiexpects to receive in exchange for those gaodervices. This guidance is effective for ahnua
reporting periods beginning after December 15, 2 early adoption is not permitted. The Compaitlyadopt this guidance on July 1, 2017. Companies
may use either a full retrospective or a modifietlaspective approach to adopt this guidance. Tdrepgany is evaluating which transition approachse u
and its impact, if any, on its consolidated finahsitatements.

Results of Operations
Fiscal Years Ended June 30, 2014 and 2013

SummaryFor the year ended June 30, 2014, we reported sebf $11.0 million, as compared to $8.9 milliar2013. The $2.1 million increase in
loss in 2014 was the result of a $31.4 million @age in cost of revenue, a $3.3 change from agfoesichange gain to a loss, n@eurring other income
$12.0 million that we recorded in 20B3 a result of a gain on merger and a researchlevelopment tax credit, and a $1.1 million decrdasateres
income, offset largely by &29.6 million increase in revenue from services atiter revenue, a $5.5 million increase in revefloe royalties an
milestones, a $7.8 million decrease in generalaiinistrative expense, a $2.4 million decreasesearch and development expense and a $0.4 r
increase in income tax benefit. Basic and dilutetloss per share were $0.35 for the year endeel 3002014, as compared to a basic and dilutetbss
per share of $0.32 in 2013.

We expect to incur losses for the foreseeable duaisrwe intend to support the clinical and precdihdevelopment of our product candidates. Alse, du
to the recent termination of our contract with BARDve anticipate that our revenue from service emst of revenue will decline substantially in the
future as compared to recent historical levels.

RevenueRevenue increased to $68.7 million for the yealeenJune 30, 2014 from $33.6 million in 2013. Toiving table summarizes the key
components of our revenue for the years ended 32014 and 2013:

(in millions)
Twelve Months Ended June 30,
2014 2013
Royalty revenue — Relen®a $ 106 $ 2.€
— Inavir® 4.5 4.2
Commercial milestone — Inavir - 2.8
Revenue from contract services, grants and colédioors 53.€ 24.C
Total revenue $ 68.7 $ 33.¢

Royalty revenue from net sales of Relefiza increas2614 primarily due to a stockpiling order irpda, and higher net commercial sales of Relenza
®, Royalty revenue from Inavit increased due to Bigtommercial sales. A non-recurring commerciaestdne was earned in 2013 due to the net
sales of Inavi® reaching a certain threshold. Reednom contract services, grants and collaboratinoreased primarily due to the increased
reimbursements received from BARDA as a resulhefdlinical and manufacturing advancements ofahenhmivir octanoate program under our
recently terminated BARDA contract, offset by aktidecrease in other grant revenue. For the thoegh period ended June 30, 2014, we did not
recognize $3.7 million of contract service revenelating to amounts we believe we are entitlede@éimbursed for under our terminated contract with
BARDA and pursuant to applicable government reguat but for which we potentially may not be futBimbursed
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Cost of Revenu€ost of revenue increased to $51.1 million in 264 $19.7 million in 2013, representing an inceeab$31.4 million. The following
table summarizes the components of our cost ofwey@ 2014 and 2013.

June 30,
2014 2013
(in millions)
Direct preclinical, clinical and product developrherpense $ 44¢€ $ 14.F
Salaries, benefits and share-based compensati@emsxp 5.¢ 4.t
Other expense 0.€ 0.7
Total cost of revenue expense $ 511 $ 19.7

Direct preclinical, clinical and product developrhemrpenseéncreased in 2014 primarily due to the Phase 2 IGLifal and three other Phase 1 and Phi
trials of laninamivir octanoate conducted during.20as well as related manufacturing activitiesaurttie recently terminated BARDA contrac®alaries
benefits and sharegased compensation expense increased in 2014 gailycdue to severance benefits of $1.6 millionngeiecorded as a result of
termination of the BARDA contract in May 2014. Otlexpenses decreased due to lower administratiperses as a result of the termination o
BARDA contract in May 2014.

Research and Development ExpelResearch and development expense decreased torfilliad in 2014 from $19.9 million in 2013, repergting a
decrease of $2.4 million. The following table sunizes the components of our research and developexeense for 2014 and 2013.

June 30,
2014 2013
(in millions)
Direct preclinical, clinical and product developrherpense $ 51 % 3.7
Salaries, benefits and share-based compensati@emsxp 7.1 9.2
Other expense 2.C 8ee
Depreciation and facility related expense 3.2 3.€
Total research and development expense $ 178 $ 19.€

Direct preclinical, clinical and product developrhexpensancreased in 2014 due largely to a $3.1 milliorrése in direct clinical expenses assoc
with the advancement of our vapendavir and RSV ramog in 2014, offset in part by $1.7 million degean other research and development activ
Salaries, benefits and shdrased compensation expense decreased in 2014 duedoiction of $4.6 million in ongoing compensatexpenses, offset
part by $2.4 million of severance benefits recordedelation to several restructurings that ocatirdering 2014. Other expenses decreased due tg
research programs in 2014 than 2013. Depreciatidrfacility expense decreased to a reduction ieareh facilities.

General and Administrative Expen&general and administrative expense decreased t@ #$iillion in 2014 from $18.0 million in 2013, regsenting a
decrease of $7.8 million. The following table sunizes the components of our general and administrakpense in 2014 and 2013.

June 30,
2014 2013
(in millions)
Salaries, benefits and share-based compensati@emsxp $ 52 $ 9.8
Professional and legal fees expense 1.€ 3.8
Other expense &2 4.4
Total general and administrative expense $ 10z $ 18.C

Salaries, benefits and share-based compensatiemsxplecreased in 2014 largely due to a $1.5 miléduction in ongoing compensation expenses as
result of integration of the Company’s administratfunctions, as well as a charge for severancefitemnd merger expenses of $3.0 million that
occurred in 2013. Professional and legal fees esgpdrcreased in 2014 primarily due to non-recumegger-related expenses of $1.4 million that were
incurred in 2013, as well as lower ongoing prof@sal fees as result of integration of the Compaagisiinistrative functions . Other expenses dectkase
in 2014 due to lower administrative expenses &saltrof the Company'’s integration efforts.
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Foreign Exchange Loss, (GaitForeign exchange change from a gain to a loss¥& ®illion in 2014 due to an increase in the \ibtatof the exchange
rate of the U.S. dollar to the Australian dollaridg the year, which resulted in a decrease irvéthee of the U.S. dollar as compared to the Austnadollar
and the related translation of foreign currencpgetions in our subsidiaries that have a diffeh@mttional currency than the reporting currencyoan
statement of operations. We also translate allofagsets and liabilities of our non-U.S. subsidg@at the period-end exchange rate and the restteff
these translation adjustments is shown on our ew@tkeconsolidated balance sheet as a componewtkhelders’ equity.

Other Income (Expenseé)ther income decreased by $13.1 million in 201prily due to non-recurring gains recorded in 261.87.6 million related to
gain on a merger and the receipt of $4ndllion with respect to an Australian research deglelopment tax credit in 2013, as well as a #illlon decreas
in interest income in 2014 due to lower availabkeriest rates, and higher amount of U.S. dollan batances as compared to 2013.

Fiscal Years Ended June 30, 2013 and 2012

SummaryFor the year ended June 30, 2013, we reported lasgebdf $8.9 million, as compared to $19.2 milliar2012. The $10.3 million decrease in
loss in 2013 was the result ofta3.2 million increase in revenue, a $7.6 milli@irgrecorded in November 2012 pursuant to the meegel an increase
$4.4 million in research and development tax ceediteived in 2013, offset in part by a $12.4 wrillincrease in operating expenses that includetl &
million reduction from a foreign exchange gain,la%million decrease in interest and other incoame] $0.6 million decrease in income tax benefiti€
and diluted net loss per share were $0.32 for #ae gnded June 30, 2013, as compared to a basdilated net loss per share of $0.85 in 2012.

RevenueRevenue increased to $33.6 million for the yealeenJune 30, 2013 from $20.4 million in 2012. Téiving table summarizes the key
components of our revenue for the years ended 32013 and 2012:

(in millions)
Twelve Months Ended June 30,
2013 2012
Royalty revenue — Relenga $ 2€ $ 4.4
— Inavir® 4.2 4.t
Commercial milestone — Inavir 2.8 -
Revenue from services, grants and collaborations 24.C 11.F
Total revenue 33.¢ $ 20.Z

Royalty revenue from net sales of Relefiza decrems@013 due to lower gross sales and an incraasieei amount of returns of Relen®do0 GSK
Royalty revenue from Inavi? decreased due to a decrease in the value of tla@esg yen relative to the U.S. dollar in 2013. Ar@rcial milestone wi
earned in 2013 due to the net sales of InBveaching a certain threshold. Revenue from senife@sased by $12.8 million primarily due to theriase
reimbursements received as a result of the clirkchdancement of thianinamivir octanoate program into the Phase 2 IGLE@inical trial under th
BARDA contract, offset by a $0.3 million decreasether grant revenue.

Cost of Revenu€ost of revenue increased to $19.7 million in 28281 $9.9 million in 2012, representing an increat89.8 million. The following table
summarizes the components of our cost of reven@®if and 2012.

June 30,
2013 2012
(in millions)
Direct preclinical, clinical and product developrherpense $ 14t $
Salaries, benefits and share-based compensati@emsxp 4.5 3.2
Other expense 0.7 0.2
Total cost of revenue expense $ 197 $ 9.¢
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Direct preclinical, clinical and product developrherpense increased in 2013 due largely to theradvaent of our laninamivisctanoate program into t
Phase 2 IGLOO clinical trial under the BARDA comrtrsSalaries, benefits and shéir@sed compensation expense increased in 2013pailycilue to mor
research and development resources being deplaydtedaninamivir octanoate program under the BARfAtract in 2013 than in 201Dther expens
increased due to the more activities occurring utttee BARDA contract.

Research and Development ExpelResearch and development expense decreased torfill@ in 2013 from $24.1 million in 2012, repergting a
decrease of $4.2 million. The following table sunizes the components of our research and developexeense for 2013 and 2012.

June 30,
2013 2012
(in millions)
Direct preclinical, clinical and product developrherpense $ 37 % 78
Salaries, benefits and share-based compensati@emsxp 9.2 10.C
Other expense 3.3 &
Depreciation and facility related expense 3.€ 3.E
Total research and development expense $ 19 $ 24.1

Direct preclinical, clinical and product developrherpensalecreased in 2013 due largely to a $3.1 milliorrekese in clinical expenses associated wit
completion of the Phase 2 clinical trial of vaperidin 2012 and lower preclinical and chemistry empes of $0.5 million associated with a decreaslee
number of preclinical programs. Salaries, benefitd shardsased compensation decreased in 2013 due to arfilich decrease in personnel costs

result of more resources being deployed on thedamivir octanoate program under the BARDA contraffset in part by a charge feeverance benefits
$1.1 million that was recorded in 2013.

General and Administrative Expen&eneral and administrative expense increased t® $iilion in 2013 from $9.4 million in 2012, rementing an
increase of $8.6 million. The following table sunrtiras the components of our general and adminigtrakpense in 2013 and 2012.

June 30,
2013 2012
(in millions)
Salaries, benefits and share-based compensati@emsxp $ 9.8 $ 4.t
Professional and legal fees expense 3.8 1.€
Other expense 4.4 3.1
Total general and administrative expense $ 18.C $ 9.4

Salaries, benefits and share-based compensatiemsxjncreased in 2013 largely due to an increaseri-cash share-based compensation of $2.2
million as a result of the accelerated vestingradrp/ears’ grants pursuant to the completion efriterger in 2013, a $1.6 million charge recorded fo
severance benefits in 2013 due to a reduction imoukforce, and a $1.5 million increase in persgruosts associated with adding corporate personnel
in the U.S. Professional and legal fees expenseased in 2013 primarily due to non-recurring mergéated expenses of $1.4 million as well as other
ongoing transition costs. Other expenses increis2dl13 due to an increase in corporate governaxgenses of $1.1 million associated with our move
to the NASDAQ exchange in the U.S. and increasededéation and facility related expenses due tanbkision of a U.S. headquarters.

Foreign Exchange Gain, neForeign exchange gain increased by $ 1.8 millio2db3 due to increased volatility related to th&.Wlollar as compared to
the Australian dollar during the last fiscal quad&2013, which resulted in an increase in theigalf the U.S. dollar as compared to the Australialfar
and the related translation of foreign currencpgegtions in our subsidiaries that have a diffefiemttional currency than the reporting currencyoan
statement of operations. We also translate ahefissets and liabilities of our non-U.S. subsieaat the period-end exchange rate and the restt eff
these translation adjustments is shown on our ew@tkeconsolidated balance sheet as a componewtkhelders’ equity.

Other Income (Expensedther income increased by $10.1 million in 2013n@riily due to a non-recurring $7.8illion gain on merger and the receip

$4.4 million with respect to an Australian research aedelopment tax credit in 2013. Interest incomereesed by $1.9 million in 2013 due to lo
available interest rates in 2013 as compared t@ 28 well as lower average cash balances heldli 2ompared to 2012.
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Liquidity and Capital Resources
Sources of Liquidity

Since our inception in 1965 through June 30, 20&thave funded our operations primarily with puldifterings of equity securities and license fees,
royalties, research agreements and grants. In M&0th, we were awarded a contract by BARDA forltestage development of laninamivir octanoat
a cost-plus-fixed-fee basis, the total of whichas to exceed $231.2 million. On May 7, 2014 theSHbffice of the ASPR and BARDA noatified us of its
decision to terminate the contract for the develephof laninamivir octanoate for the conveniencéhefU.S. Government.

At June 30, 2014, our cash, cash equivalents argitéom investments were $91.7 million. Our cash amhcequivalents are generally held in a varie
interest-bearing short-term deposits with large. @dr#l Australian banks, and our long-term investsibave an average maturity of less than 2 years.

Cash Flows

For the year ended June 30, 2014, cash and cashalens increased by $14.9 million, from $66.8liom to $81.7 million. This increase was primar
the result of $26.8 million in net cash proceedsreeeived upon the issuance of common stoffket in part by cash used for operating actisiiad othe
investing activities during the period.

Net cash used in operating activities was ¢ million in 2014, which reflected our net loss the period of $11. 0 million anan increase in net operat
assets of $5.7 million, offset in part by non-cabhrges for share-based compensation and depoecatd amortization of $4.1 millicend by an increa
in net operating liabilities of $9.3 million.

Our net loss resulted largely from our funding @$earch and development activities including beesiearch, conducting preclinical studies, manufagy
and formulation of our product candidates, and amg@eneral and administrative activities, offsetpart by revenue from services, royalties andr
revenue from grants and collaborations. The netg@han operating assets and liabilities reflecsd & million increase in accounts receivable due large
higher contract revenue billed or accrued underrecently terminated contract with BARDA, a deceea$ $1.8million in accrued severance obligati
and a decrease of $0.3 million in deferred revenftfeet in part by a $1.5 million decrease in pidpxpenses, and a $12.0 million increase in ads
payable and other accrued expenses, excludinggfoceirrency translations of the underlying balances

Net cash used in investing activities during 20546 10.1million, which reflects us investments of $10.0lmil in long-term investments and $0rillion
for the purchase of property and equipment.

Funding Requirements

Our future funding requirements are difficult taetenine and will depend on a number of factorduiding:

e the variability of future royalty revenue we m@&geive from existing royalty-bearing license agreats;

e the reimbursements we ultimately receive underecently terminated contract with BARDA,;

e the development timelines and plans for our pcodandidates, including any changes to those it plans or our strategy;

e the variability, timing and costs associated withhd@ucting clinical trials for our product candidatéhe rate of enroliment in such clinical trigdag
the results of these clinical trials:

e the variability, timing and costs associated witimducting preclinical studies, and the resulthee studies;

e the cost of scaling up, formulating and manufantupreclinical and clinical trial materials toauate our product candidates;

e whether we receive regulatory approval to advamdeegin the clinical development of our prodwmdidates in a timely manner, if at all;

e the cost and time to obtain regulatory approkedgired to advance the development of our prodactiidates;

e the scope and size of our research and develdfferts;

e our pursuit, timing and the terms of any in-lisewy, acquisition, co-development, and other simdallaborative clinicaktage developme

opportunities we may pursue in the future to bditdance our pipeline;

e the size and cost of the general and administrdtinetion we need to manage our operations, inolydhe infrastructure to support bein
publicly-traded company; and

e the cost of filing, prosecuting, and enforcingegué and other intellectual property claims.
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Based on our current strategy and operating plaeh,cansidering the potential costs associated adtrancing the preclinical and clinical developmei
our product candidates, we believe that our exjstiash, cash equivalents and long-term investmanapproximately $92nillion as of June 30, 201
along with the anticipated proceeds from existingafty-bearing licenses and expected reimbursements uhdeBARDA contract to finalize closec
activities, will enable us to operate for a peridét least 12 months from June 30, 2014.

We currently do not have any commitments for futfuneding, nor do we anticipate that we will generaignificant revenue, aside from revenue 1
existing royaltybearing arrangements. Therefore, in order to meetaaticipated liquidity needs beyond 12 monthsupport the development of «
product candidates, or possibly sooner in the ewenenter into other transactionsrewvise our strategy or development plans, we mayl e raise (
secure additional capital. If we do, we would expecdo so primarily through the sale of additionammon stock or other equity securities, as w&
through proceeds from future licensing agreemestitategic collaborations, forms of debt financingany other financing arrangement. Funds frome
sources may not be available to us on acceptabiesféf at all, and our failure to raise such furudsild have a material adverse impact on our f
business strategy and plans, financial conditiahrasults of operations. If adequate funds areamatlable to us on acceptable terms in the futeemay
be required to delay, reduce the scope of, or Bhiteione or more, if not all, of our research aenetbpment programs, or delay or curtail preclingtadie:
and clinical trials, or reduce our internal cosusture. If additional capital is not availableus on acceptable terms, we may need to obtain firmdagt
license agreements, or collaborative or parthemgements pursuant to which we will likely relirsfuirights to certain product candidates that weht
otherwise choose to develop or commercialize indéeetly, or be forced to enter into such arrangemearlier than we would prefer, which would lik
result in less favorable transaction terms. Addaicequity financings may be dilutive to holdersoof common stock, and debt financing, if availabiey
involve significant payment obligations and resivie covenants that restrict how we operate oumiass.

Off-Balance Sheet Arrangements

At June 30, 2014, we did not have any relationskifie unconsolidated entities or financial partidgps, such as entities often referred to as strac
finance or special purpose entities, which wouldehbeen established for the purpose of facilitatiffgoalance sheet arrangements or other contrac
narrow or limited purposes. We are, therefore,materially exposed to any financing, liquidity, reetr or credit risk that could arise if we had ergghg
such relationships.

Contractual Obligations and Commitments
We have entered into an operating lease for aneo#fnd laboratory facility located in Melbourne,stralia through September 2015, as well as corporat
offices in Alpharetta, Georgia through Septemb@L2 The total annual rent expense under thesedésispproximately $0.6 million. As result of the
termination of the BARDA contract in May, we hawe open reimbursable purchase orders with thirdypgamdors for goods and services as of June 30,

2014. As of June 30, 2014, future payments underetimon-cancellable operating leases and purcbéigatmns are as follows (in millions):

Payments Due By Period

Less than After
Total 1 year 1-3 Years 4-5 Years 5 Years
Operating leases $ 12 $ 0.6 $ 0 $ 01 $ —
Total contractual obligations $ 1.2 % 0.€ $ 0 $ 01 $ —

The above contractual obligations table does radtide any amounts or payments related to developmegulatory, or commercialization milestones, as
the payments are contingent on the achievemeiesttmilestones, which has not occurred. As of 30n2014 there are no off balance sheet obligation
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Interest Rate Risl

Our exposure to interest rate risk is currentlyficed to interest earnings, as our cash, cash afguits and short and long term investments arestaden
highly liquid money market funds, short-term bampdsits and AA/ Aa grade bond securities. The priroajective of our investment activities is to
preserve our capital to fund operations. We dausetderivative financial instruments to managerésterate risk. If a 10% change in interest ratesevio
have occurred on June 30, 2014, this change waildave had a material effect on future earningsash flows.

Credit Risk

Our exposure to credit risk is managed throughimwgstment policy that specifies credit qualityrstards for our cash, cash equivalents and invessmen
which limits the amount of credit exposure to amgke party or industry. We place any excess casmeeded to fund operations with high credit dyali
financial institutions and AA/ Aa grade bond setiasi in order to limit the amount of credit expasur

Foreign Currency Exchange Rate Risk

We report our financial results in U.S. dollarspeser we conduct business in foreign countries.Ur&: reporting purposes, we translate all assets a
liabilities of our non-U.S. entities at the periedd exchange rate and revenue and expenses attiagaexchange rates in effect during the periblas.
net effect of these translation adjustments is shovthe accompanying condensed consolidated fiabstatements as a component of stockholdsgsity.
We generate a significant portion of our revenus @llect receivables in foreign currencies. Sinfylawe incur costs in foreign currencies and argject
to fluctuations in the exchange rate of the U.Hladagainst major foreign currencies, including furo, British Pound, Japanese Yen and Austrdiidiar,
which can result in foreign currency exchange gams losses that may significantly impact our firiahresults. Continued currency exposure to flatitin
in these exchange rates could result in finanesllts that are not comparable from quarter-totquaor year-to-year. Where appropriate, we hokhca
reserves in currencies in which those reservearieipated to be expended.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required by this Item is includedour Financial Statements and Supplementary Dstallin Item 15 of Part IV of this Annual Report o
Form 10-K.

ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management, including our Principal Executi¥&c@r and Principal Financial Officer, have evakdthe effectiveness of our “disclosure controld a
procedures” (as defined in Rules 13a-15(e) and1B§d) under the Securities Exchange Act of 1934nasnded (the “Exchange Act”)) of the end of the

period covered by this Annual Report on Form 1@BKsed on this evaluation, management and our Ekietutive Officer have concluded that our
disclosure controls and procedures are effectivaf #8e end of the period covered by this report.
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Management’'s Report on Internal Control over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahegorting (as defined in Rules

13a-15(f) or 15d-15(f)) under the Exchange Act asaess designed by, or under the supervisiothefCompany’s principal executive and principal
financial officers and effected by the Company’attabof directors, management and other persormplovide reasonable assurance regarding the
reliability of financial reporting and the prepaaat of financial statements for external purposeadcordance with generally accepted accountingiples
and includes those policies and procedures that:

e Pertain to the maintenance of records that,asaeable detail, accurately and fairly reflecttth@sactions and dispositions of the Company’s
assets;

e Provide reasonable assurance that transactienreeorded as necessary to permit the preparatigmaocial statements in accordance with
generally accepted accounting principles, andttrateceipts and expenditures of the Company ang leade only in accordance with
authorizations of management and directors of th@@any; and,

e Provide reasonable assurance regarding prevemtitimely detection of unauthorized acquisitiose uor disposition of the Company’s assets that
could have a material effect on the financial stegets.

Our management, including our Chief Executive @ffidoes not expect that our disclosure contralispracedures or our internal control over financial
reporting will prevent all error and all fraud. Amtrol system, no matter how well conceived, ostatested and monitored, can provide only readenab
not absolute, assurance that the objectives afah&ol system are met. Further, the design ofrerobsystem must reflect the fact that there esmurce
constraints, and the benefits of controls mustdiesiclered relative to their costs. Because ofrtherent limitations in all control systems, no ewdion of
controls can provide absolute assurance that att@ldssues and instances of fraud, if any, wittim company have been detected.

Our management, including our Chief Executive @ifi@assessed the effectiveness of our internatalanter financial reporting as of the end of thexdl
year covered by this Annual Report on Form 10-Kmiking this assessment, management used theacs&iforth in Internal Control-Integrated
Framework issued in 1992 by the Committee of Spangdrganizations of the Treadway Commission, (SI). Based on their assessment, manage
has concluded that, as of June 30, 2014, our iatteontrol over financial reporting is effectivesea on the COSO criteria.

The effectiveness of our internal control over figial reporting as of June 30, 2014 has been alibditdPricewaterhouseCoopers LLP, an independent
registered public accounting firm, as stated inirtteport, which is included in this Annual Report Form 10-K.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control éiwancial reporting during the fourth quarter ofl20that have materially affected, or are reasonkitayy
to materially affect, our internal control overdincial reporting.

ITEM9B. OTHER INFORMATION

None.
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PART 1lI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNXCE

Incorporated by reference to the sections labeRedosal 1 Election of Directors,” “Executive Offis,” and “Corporate Governance” in our definitive
proxy statement to be filed in connection with 8064 annual meeting of stockholders.

Code of Ethics

We have adopted a code of ethics for our directifigers and employees, which is available onwebsite at www.biotapharma.com in the Investor
section under “Corporate Governance.” If we makgsarbstantive amendments to the code of ethicsamt gny waiver from a provision of the code of
ethics to any executive officer or director, wel\wilomptly disclose the nature of the amendmentaiver on our website. The information on, or tban
be accessed from, our website is not incorporage@fierence into this Annual Report.

ITEM 11. EXECUTIVE COMPENSATION

Incorporated by reference to the sections labdieeéutive Compensation,” “Compensation of Directarsd “Compensation Committee Report” in our
definitive proxy statement to be filed in connentisith our 2014 annual meeting of stockholders.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT, AND RELATED STOCKHOLDER
MATTERS

Incorporated by reference to the sections labdRrthtipal Stockholders,” and “Executive Compensgtio our definitive proxy statement to be filed in
connection with our 2014 annual meeting of stocttbrd.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS , AlD DIRECTOR INDEPENDENCE

Incorporated by reference to the sections labelattain Relationships and Related Transactions™&adporate Governance” in our definitive proxy
statement to be filed in connection with our 20hAwml meeting of stockholders.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Incorporated by reference to the section labeladépendent Registered Public Accountamgiur definitive proxy statement to be filed imno@ction with
our 2014 annual meeting of stockholders.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a)(1) Financial Statements

The following documents are included on pages Rrdugh F-29 attached hereto and are filed as panisoannual report on Form 10-K.

Report of Independent Registered Public Accourfing F-1, F2
Consolidated Balance Sheets as of June 30, 201204% F-3
Consolidated Statements of Operations and Compseleehoss for the Years Ended June 30, 2014, 20d2812 F-4
Consolidated Statements of Stockholders' EquityHerYears Ended June 30, 2014, 2013 and 2012 F-5
Consolidated Statements of Cash Flows for the YEaded June 30, 2014, 2013 and 2012 F-6
Notes to Financial Statemer F-7

(a)(2) Financial Statement Schedules

Not applicable

(a)(3) List of Exhibits Required by Item 601 of Reglation S-K
See Item 15(b) below.

(b) Exhibits

The exhibits which are filed or furnished with théport or which are incorporated herein by refeeegre set forth in the Exhibit Index hereto.
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SIGNATURES

Pursuant to the requirements of the Section 13t)lof the Securities Exchange Act of 1934, thggsteant has duly caused this report to be sigmeitiso
behalf by the undersigned, thereunto duly authdriethe City of Alpharetta, Georgia on this 3@ty of September 2014.

Biota Pharmaceuticals, In

By: /s/ Russell H. Plumb

Russell H. Plumi
Presideniand Chief Executive Office

Pursuant to the requirements the Securities Ex@&haagof 1934, this report has been signed belowhbyfollowing persons on behalf of the registramd
in the capacities and on the dates indicated.

Signature Title Date
/s/ Russell H. Plumb President, Chief Executive Officer and Director September 30, 2014
(Principal Executive Officer and Principal
Russell H. Plumb Financial Officer)
/sl Peter Azzarello Vice President of Finance and Chief Accounting September 30, 2014
Officer
Peter Azzarello (Principal Accounting Officer)
/s/ Dr. James Fox Chairman of the Board of Directors September 30, 2014
James Fox
/sl Geoffrey Cox Director September 30, 2014
Geoffrey Cox
/s/ John Richard Director September 30, 2014

John Richard

/sl Richard Hill Director September 30, 2014
Richard Hill
/s/ Anne VanLent Director September 30, 2014

Anne VanLent
/sl Michael Dougherty Director September 30, 2014

Michael Dougherty
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ITEM 8 .FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Report of Independent Registered Public Accountindrirm
To the Board of Directors and Stockholders of Biekermaceuticals, Inc.

In our opinion, the accompanying consolidated kadasheet and the related consolidated statementseadtions and comprehensive loss, stockholders’
equity and cash flows present fairly, in all makrespects, the financial position of Biota Pharendicals, Inc. and its subsidiaries at June 3042and thi
results of their operations and their cash flowslie year ended June 30, 2014 in conformity wittoanting principles generally accepted in the &bhit
States of America. Also in our opinion, the Compamgintained, in all material respects, effectivieiinal control over financial reporting as of J&fe
2014, based on criteria established in Internalt@bn Integrated Framework (1992) issued by thenButtee of Sponsoring Organizations of the Treadway
Commission (COSO). The Company's management ismegpe for these financial statements, for manitaj effective internal control over financial
reporting and for its assessment of the effectigemd internal control over financial reportingglided in Management's Report on Internal Contveto
Financial Reporting under Item 9A. Our responsipik to express an opinion on these financiakstants and on the Company's internal control over
financial reporting based on our integrated aMiie. conducted our audit in accordance with the statdof the Public Company Accounting Oversight
Board (United States). Those standards requirentgtlan and perform the audit to obtain reasonaddeirance about whether the financial statemeats a
free of material misstatement and whether effedtiternal control over financial reporting was ntained in all material respects. Our audit of tiharicial
statements included examining, on a test basideage supporting the amounts and disclosures ffirthecial statements, assessing the accounting
principles used and significant estimates made dyagement, and evaluating the overall financiaéstant presentation. Our audit of internal condrar
financial reporting included obtaining an underdiag of internal control over financial reportiregsessing the risk that a material weakness earsts,
testing and evaluating the design and operatirectfieness of internal control based on the asdesde Our audits also included performing sudteot
procedures as we considered necessary in the gtanoes. We believe that our audit provides a redde basis for our opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranadirggthe reliability of financial reporting a
the preparation of financial statements for extiepoaposes in accordance with generally accepteduaing principles. A company’s internal contrgko
financial reporting includes those policies andcgdures that (i) pertain to the maintenance ofrdscthat, in reasonable detail, accurately antyfesflect
the transactions and dispositions of the assdteofompany; (ii) provide reasonable assurancetitfiasactions are recorded as necessary to permit
preparation of financial statements in accordarnitie generally accepted accounting principles, d&ad teceipts and expenditures of the company ang be
made only in accordance with authorizations of ngenzent and directors of the company; and (iii) feveasonable assurance regarding prevention or
timely detection of unauthorized acquisition, usegisposition of the company’s assets that coalketa material effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Also, projections of any evatunatf
effectiveness to future periods are subject taiglethat controls may become inadequate becauskanfges in conditions, or that the degree of campé
with the policies or procedures may deteriorate.

/s/ PricewaterhouseCoopers LLP

Atlanta, Georgia
September 30, 2014
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Report of Independent Registered Public Accountifigm

To the Board of Directors and Shareholders of Bidtédings Limited

In our opinion, the accompanying consolidated badasheets and the related consolidated statenfempei@tions and comprehensive loss, of equityaind
cash flows present fairly, in all material respette financial position of Biota Pharmaceuticéig, and its subsidiaries at June 30, 2013 and 30n2012
and the results of their operations and their ¢asts for each of the three years in the periodeehiline 30, 2013 in conformity with accounting gipies
generally accepted in the United States of AmeAdso in our opinion, the Company maintained, imadterial respects, effective internal control ove
financial reporting as of June 30, 2013 based ieri established imternal Control - Integrated Framewoi&sued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSOg Chmpany's management is responsible for theaedial statements, for maintaining effective
internal control over financial reporting and ftg assessment of the effectiveness of internalalomter financial reporting, included in the Maeagent's
Report on Internal Control over Financial Reporti®gyr responsibility is to express opinions on ¢éhfsancial statements and on the Company's interna
control over financial reporting based on our audibich was an integrated audit in 2013.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamldUnited States). Those standards require that
we plan and perform the audits to obtain reasoraddarance about whether the financial statemeatsee of material misstatement and whether effect
internal control over financial reporting was mained in all material respects. Our audits of tharfcial statements included examining, on a tasish
evidence supporting the amounts and disclosuréifinancial statements, assessing the accouptingiples used and significant estimates made by
management, and evaluating the overall financikstent presentation. Our audit of internal coraxar financial reporting included obtaining an
understanding of internal control over financigloging, assessing the risk that a material weakegssts, and testing and evaluating the design and
operating effectiveness of internal control basedhe assessed risk. Our audits also included meirig such other procedures as we considered ragess
in the circumstances. We believe that our auditsige a reasonable basis for our opinions.

As described in Note 3 to the consolidated findrat@ements, the Company completed the acquisifidtabi Biopharmaceuticals, Inc. which has been
accounted for as a reverse merger.

A companys internal control over financial reporting is @gess designed to provide reasonable assuranadiregthe reliability of financial reporting a
the preparation of financial statements for extiepoaposes in accordance with generally accepteduating principles. A company’s internal contrgko
financial reporting includes those policies andcgidures that (i) pertain to the maintenance ofrdscthat, in reasonable detail, accurately antiyfegflect
the transactions and dispositions of the assetseofompany; (ii) provide reasonable assurancerdasactions are recorded as necessary to permit
preparation of financial statements in accordanitie generally accepted accounting principles, dnad teceipts and expenditures of the company ang be
made only in accordance with authorizations of ngenzent and directors of the company; and (iii) feveasonable assurance regarding prevention or
timely detection of unauthorized acquisition, usedisposition of the company’s assets that coalkeha material effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détaisstatements. Also, projections of any evatuatf
effectiveness to future periods are subject taiiethat controls may become inadequate becauskaniges in conditions, or that the degree of campé
with the policies or procedures may deteriorate.

PricewaterhouseCoopers
Melbourne, Australia
27 September 2013
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ASSETS
Current assets:
Cash and cash equivalents
Contract receivable (BARDA)
Other accounts receivable
Prepaid expenses and other assets
Total current assets
Non-current assets:
Long-term investments
Deferred tax asset
Property and equipment, net
Total non-current assets
Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Contract payables and accrued expenses (BARDA)
Accrued expenses and other current liabilities
Accounts payable
Accrued severance obligations
Deferred tax liability
Deferred revenue

Total current liabilities

Other liabilities, net of current portion
Total liabilities
Commitments and contingencies

Stockholders’ equity:

Common stock, $0.10 par value; 200,000,000 sharte®azed 35,100,961 shares and 28,352,326 s

Biota Pharmaceuticals, Inc.
Consolidated Balance Sheets
(in millions), except share data

issued and outstanding at June 30, 2014 and Jyr293B, respectively

Additional paid-in capital
Accumulated other comprehensive income
Accumulated deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying notes to the financial statements
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As of June 30,

2014

81.7 66.€
17.€ 10.€
0.¢ 0.1
0.7 2.2
101.1 80.C
10.C —
0.¢ 1.5
2. 4.3
12.¢ 5.8
114.C 85.
18.€ 6.5
3.4 3.
2.8 2.4
1.2 3.
0.¢ 1.5
— 0.2
26.¢ 17.€
0.2 0.2
27.1 17.€
3.E 2.8
146.2 118.7
26.€ 25.2
(89.9) (78.9)
86. 68.C
114.C 85.




Revenue:
Royalty revenue and milestones
Revenue from services
Other

Total revenue

Operating expense (income):
Cost of revenue
Research and development
General and administrative
Foreign exchange loss (gain)

Total operating expense

Loss from operations

Other income:
Gain recorded on merger
Research and development credit
Interest income

Total other income

Loss before tax
Income tax benefit (expense)

Net loss

Basic and diluted loss per share
Basic and diluted weighted average shares outstgndi

Comprehensive loss:
Net loss
Exchange differences on translation of foreign afiens

Total comprehensive loss

See accompanying notes to the financial statements

Biota Pharmaceuticals, Inc.
Consolidated Statements of Operations and Comprehsive Loss

(in millions), except share data
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Years Ended June 30,

201 4 201 3 201 2
$ 15.1 $ 96 $ 8.8
53. 23.2 11.C

0.1 0.8 0.€

68.7 33. 20.4

51.1 19.7 9.

17. 19.¢ 24.1

10.2 18.C 9.4

1.4 (1.9 (0.1)

80.2 55.7 43.:

(11.5) (22.9) (22.9

— 7.6 —

— 4.4 —

0.2 1.3 3.2

0.2 13.2 3.2

(11.9) (8.9) (19.9)

0.2 (0.1) 0.5

$ (11.0 $ (B89 $ (19.9)
(0.39) (0.32) (0.85)

31,347,88 28,217,51 22,713,56

(11.0 8.9 (19.9)

1.5 4.2) (3.0

$ (95 $ (13.0) $ (22.9)




Balances at June 30, 201 1
Comprehensive loss
Exchange differences on translation
foreign operations
Net loss
Total Comprehensive loss
New shares issued on exercise of opt
Purchase of treasury shares
Share-based compensation
Balances at Ju ne 30, 2012
Comprehensive loss
Exchange differences on translation
foreign operations
Net loss
Total Comprehensive loss

New shares issued on exercise of opti

New shares issued on vesting of option

merger

Acquisition of Nabi Biopharmaceuticals (153,398,04)

Retirement of treasury shares
Restricted stock units issued, net
Retirement of common stock
Share-based compensation
Balances at June 30, 2013
Comprehensive loss
Exchange differences on translation
foreign operations
Net loss
Total Comprehensive loss

Common stock issued

Restricted stock units issued, net
Share-based compensation
Balances at June 30, 2014

Biota Pharmaceuticals, Inc.
Consolidated Statements of Stockholders Equity
(in millions), except share data

Common Stock Treasury Shares

Accumulated

Additional Other Total
Paid- Accumulated Comprehensive Stockholder¢

Shares Amount in Capital Shares Amount Deficit Income Equity
181,417,55 99.¢ 0. (1,311,03) 1.0$ (50.7) 325 $ 81.
- - - - - - 3.0 (3.0
- - - - - (19.9) - (19.%)
(22.2)
932,76( 0.€ (0.€) - - - - -
- - (505,14, (0.9 - - (0.9
- - 0.t - - - - 0.t
182,350,31 100. 0.7 (1,816,17) (2.4 (69.9) 29t 59.3
- - - - - - (4.2 (4.2
- - - - - (8.9 - (8.9
(13.3)
413,33! 0.4 (0.9 - - - - -
4,639,10. 1.1 1.1 - - - - -
(98.5) 233.2 (4,051,18) (115.7) - - 19.2
(5,867,36) 0.6 (116.5) 5,867,36 117.1 - - -
214,98: - - - - - - -
©) - - - - - - -
- - 2.€ - - - - 2.€
28,352,32 $ 28 $ 11843 - -$ (78.9 $ 25 % 68.(
- - - - - - 1t 1t
. ) . - - (11.0 - (1.9
(9.5
6,685,98! 0.7 26.1 - - - - 26.¢
62,65( - 0.2 - - - - 0.2
- - 1.4 - - - - 1.4
35,100,96 $ 3E$ 1464 - -$ (89.9) $ 26. $ 86.¢

See accompanying notes to the financial statements
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Biota Pharmaceuticals, Inc.

Consolidated Statements of Cash Flows

(in millions)

Years Ended June 30,

2012
Cash flows from operating activities provided by/(sed in):
Net loss $ (11.0 $ 89 $ (19.2)
Adjustments to reconcile net loss to net cash usegerating activities:
Depreciation and amortization 2.4 3.C 3.1
Share based compensation 1.7 2.€ 0.5
Gain recorded on merger (7.6 —
Deferred income taxes — 1.5 (0.2
Change in operating assets and liabilities (ndiabflities acquired):
Accounts receivable (7.1 4.2 (3.9
Prepaid expenses and other assets 14 (0.6) 0.2
Deferred revenue 0.3 (0.3 0.2
Accounts payable and accrued expenses and othditika 10.€ 2.8 2.6
Accrued severance obligations (1.0) (2.9 —
Net cash used in operating activities (3.9 (13.9 (15.9
Cash flows from investing activities:
Cash acquired on merger — 32.7 —
Purchases of long-term investments (10.0 — —
Purchases of property and equipment (0.7 (1.0 (1.9
Net cash (used in) provided by investing activities (10.7) 31.7 1.9
Cash flows from financing activities:
Payment for treasury shares — — (0.9
Issuance of common stock 26.€ — —
Net cash provided by (used in) financing activities 26.€ — (0.4)
Net increase (decrease) in cash and cash equis 13.4 17.¢ (17.¢)
Cash and cash equivalents at beginning of period 66.¢ 53.t 74.2
Effects of exchange rate movements on cash andecpstalents 1t (4.9 (2.9
Cash and cash equivalents at end of period $ 817 $ 66.6 $ 53.¢
Supplemental cash flow disclosure:
Proceeds from issuance of common stock on merger $ — % 27.C $ —
Proceeds to settle accrued severance obligatiahsther accrued liabilities
on merger — 5.7 —
Cash acquired on merger $ — $ 320 $ —

F-6
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Biota Pharmaceuticals , Inc .
Notes to Consolidated Financial Statements

(1) Company Overview

Biota Pharmaceuticals, Inc., together with its Wwhawned subsidiaries (“Biota”, or the “Companyi§ a biopharmaceutical company focused or
discovery and development of products to prevedttegat serious and potentially lifereatening infectious diseases. The Company has ineorporate
in the state of Delaware since 1969 and its cotpdraadquarters are located in Alpharetta, Georgia.

The Company is currently focused on developing, @rakll molecule antiviral compounds to treat a henof respiratory-related infections. The most
advanced clinical-stage program is laninamivir notgte, a long-acting neuraminidase inhibitor (“Nitiat the Company is developing for the treatmént o
influenza A and B. On August 1, 2014, the Compaported top-line safety and efficacy results fromarmdomized, double-blind, placebo-controlled,
parallel-arm Phase 2 clinical trial comparing théety and efficacy of a 40 mg and 80 mg dose ahmivir octanoate to placebo. As compared to plac
neither the 40 mg nor the 80 mg cohort achieveadtisscally significant reduction in the mediamé to alleviation of influenza symptoms, the priynar
endpoint, as measured by the Flu-iiQ patient-restmlitcome questionnaire. Certain important seggretadpoints, including quantitative viral shedding
and secondary bacterial infections, as well agithe to alleviation of influenza symptoms for a rhen of subcomponents, did achieve statistically
significant results for laninamivir octan oate teghcohorts compared to placebo. The Company hagoeived the full data set from this trial andnd to
assess this additional safety and efficacy data fios trial when received.

The Company is also developing BTA-798, also knawwapendavir, which is in Phase 2 for the treatrohuman rhinovirus (“HRV”) infections in
patients with moderate to severe asthma. Biotashesessfully completed two Phase 2 trials of vapeindo date and recently completed additional EHas
bioavailability and drug-drug interaction studidsszapendavir in healthy volunteers.

In addition to these Phase 2 clinical-stage devatopt programs, the Company is also developingyobatlavailable F and noR-protein compounds for tt
treatment of respiratory syncytial (“‘RSV”) infeati® in children, the elderly and immune-compromigatients. The Company is currently conducting IND-
enabling studies witBTA-C585, the lead compound from our F-protein inhibitoogmam.

In March 2011, the Company was awarded a contract the U.S. Office of Biomedical Advanced Reseanti Development Authority (“BARDA”)
designed to provide up to $231 million in suppdrthe development of and submission for a New Dxpglication (“NDA”) of laninamivir octanoate

for the treatment of influenza A and B infectionghe U.S. On April 23, 2014, the Company was reatiby the U.S. Department of Health and Human
Services (HHS) office of the Assistant Secretanffeparedness and Response (ASPR) and BARDA ¢hdling a decision regarding the outcome of
an In-Process Review (IPR) of the Company’s cobhfache development of laninamivir octanoate, RAPARDA had issued a Stop-Work Order
notifying the Company to discontinue work on a nemf activities that would no longer be reimburseder the contract. On May 7, 2014, and based
upon the results of the IPR, HHS/ASPR/BARDA notifthe Company of its decision to terminate the i@mtfor the convenience of the U.S.
Government. The Company continues to work with ABARDA to close out this contract, which involvesnepleting several clinical trials, finalizing
invoices and billings, determining the nature axig®t of any equitable adjustments, and negotiaifigal termination settlement.

Although several of the Company’s influenza proditastdidates have been successfully developed antherrialized to-date by other larger
pharmaceutical companies under collaboration, §ieer commercialization agreements with the CompBiota has not independently developed or
received regulatory approval for any product caattidand the Company does not currently have dag,saarketing or commercial capabilities. Theref
it is possible that the Company may not succegstldtive any significant product revenues from prgduct candidates that it is developing now, oy ma
develop in the future. The Company expects to itasses for the foreseeable future as it intendsipport the clinical and preclinical developmehito
product candidates. Also, due to the recent terion®f its contract with BARDA, the Company angiates that its revenue from service and cost of
revenue will decline substantially in the futurecasnpared to recent levels.
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Biota Pharmaceuticals , Inc .
Notes to Consolidated Financial Statements

The Company plans to continue to finance its oparatwith (i) existing cash, cash equivalents amdjtterm investments, (ii) proceeds from existing o
potential future royalty-bearing licenses or callediive research and development arrangemenjsuiire equity and/or debt financings, or (iv) eth
financing arrangements. The Company’s ability toticme to support its operations is dependentémiear-term, upon managing its cash resources,
receiving reimbursements it receives from BARDAatet! to the close-out of its recently terminateatiget, continuing to receive royalty revenue under
existing licenses, entering into future collabaratilicense or commercialization agreements, teessful development of its product candidates; ey
future financings and ultimately, upon the apprafats products for sale and achieving positivehcliows from operations on a consistent basisrd ban
be no assurance that additional capital or fundisheiavailable on terms acceptable to the Compiday all, that the Company will be able to entéo
collaboration, license or commercialization agreetaén the future, or that the Company will evengate significant product revenue and become
operationally profitable on a consistent basis.

(2) Summary of Significant Accounting Policies
Basis of Presentation and Principles of Consolidation

The accompanying consolidated financial statemefnBiota Pharmaceuticals, Inc. and its wholly owsetisidiaries have been prepared in accordanc
accounting principles generally accepted in thetéthBStates (“GAAP")AIl intercompany balances and transactions have kéminated in consolidatic
The Company'’s fiscal year ends on June 30. The @ognpperates as one operating segment.

Use of Estimates

The preparation of the consolidated financial sh&tets requires management of the Company to makenher of estimates and assumptions relating -
reported amount of assets and liabilities and fkelakure of contingent assets and liabilitieshat date of the consolidated financial statementisthe
reported amounts of revenues and expenses duengettiod. Significant items subject to such estamand assumptions include accruals and obligg
tangible and intangible assets and deferred indawes. Actual results could differ from those esties.

Fair Value of Financial Instruments

Financial instruments include cash and cash eiits| investments, accounts receivable, accougtbfmand accrued liabilities. The carrying amounf
those financial instruments are considered to peesentative of their respective fair values beeaiighe short-term nature of those investments.

Cash Equivalents and Investments

Cash equivalents consist of short-term, highlyitigovestments with original maturities of 90 owfer days when purchased. Investments with original
maturities between 90 and 365 days when purchaserbasidered to be short-term investments. Investsnwith original maturities over 365 days when
purchased are considered to be long-term invesiidr@ Company has classified its entire investrpertfolio as available-for-sale. These securities a
recorded as either cash equivalents, short tedongrterm investments. Short-term and long-ternestments are carried at the fair value based upon
observable inputs based on quoted market pricesaiffortized cost of securities is adjusted for dgimation of premiums and accretion of discounts to
maturity. Amortization and accretion are includednterest income, net, and realized gains anaoaee also included in interest income, net. All
unrealized gains and losses are reported in ottraprehensive loss. The cost basis of all secustébis based on the specific identification metho
Available-for-sale securities as of June 30, 20ddkststed primarily of U.S. treasury securities 8h8. government agency securities.

Concentration of Credit Risk and Other Risks and thkrtainties
Cash, cash equivalents and short and long ternstimeants consist of financial instruments that pidéip subject the Company to concentrations oflit

risk to the extent recorded on the balance sh&éts.Company believes that it has established goielfor investment of its excess cash that mai
principal and liquidity through its policies on aantration, diversification, investment maturitpdanvestment grade.
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Receivable:

Accounts receivable are recorded at the invoiceduasatn An allowance for doubtful accounts is estmdabased on probable credit losses in the ex
accounts receivable. The allowance is determinsédan a review of individual accounts for coll&dtey, generally focusing on those that are past
The current year expense to adjust the allowanceldabtful accounts, if any, is recorded in the smitated statement of operations. An allowanc
uncollectible accounts receivable is estimated dasea combination of default history, aging anialgnd any specific, known troubled accounts. W4
receivable is finally established as uncollectilitiés written off against the allowance accountdacounts receivables. The allowance for doulatfgbunt
balance is $0 as of June 30, 2014 and 2013, resglgct

Property and Equipmen

Property and equipment are recorded at acquisé@st, net of accumulated depreciation and impaitmBepreciation on property and equipmer
calculated using the straiglte method over the estimated useful lives ofdbeets. The estimated useful life of machinery emdpment is three to
years. Leasehold improvements are amortized ubmgttaightine method over the shorter of the remaining leaas® or estimated useful life of the as
Maintenance and repairs are charged to operat®rcarred.

Intangible Asset:
Intangible assets generally consist of two elements

Royalty prepaymen. Royalty prepayments represent expenditures madeséarch institutions where the parties agreeddbange future variable roya
payments in relation to intellectual property fofixeed payment. These prepayments have a finitbulibfe, usually being the expiration of the unkyéang
patent or contract, and are carried at the pressdoe of costs at acquisition date, less accumdilateortization. Amortization is based on the aptitéc
usage of the asset, determined with referencepgeated sales of the related product over the cctrrgpatent life.

Computer software Costs incurred in acquiring software and licertbas are expected to provide future period finahloenefits are capitalized to compi
software. Amortization is calculated on a strailiie-basis over periods ranging from one to thregry.

Leased Assel

The Company accounts for its leases at their inmes either an operating or capital lease, dapgnoh certain defined criteria. All of the Compasy
leases in effect at June 30, 2014 and June 30, @@1&onsidered operating leases. The costs oatipgleases are charged to the consolidated statem
operations on a straight-line basis over the léasn. The difference between cash rent payments andstriae rent expense is recorded as deferrex
liability. The balance of deferred rent liabilities classified in the balance sheet as other itedsl Additionally, any incentives the Company receives
treated as a reduction of expenses over the tethreaigreement. Leasehold improvements by the Caoynmalandlord are capitalized at cost and amad
over the lesser of their expected useful life erlife of the lease, without assuming renewal fesLif any, are exercised.

Impairment of Long-lived Assets

The Company reviews its tangible and intangibleewssincluding patents and licenses, for impairmehenever events or changes in busi
circumstances indicate that the carrying amourthefassets may not be fully recoverable. In perfiognan impairment review, the Company estim
undiscounted cash flows from products that are /by these patents and licenses. An impairmestwmuld be recognized when estimated undisco
future cash flows expected to result from the uséhe asset and its eventual disposition is leas te carrying amount of the asset. If the evido
indicates that the carrying value of an asset tsr@woverable from its undiscounted cash flowsingpairment loss is measured by comparing the aag
value of the asset to its fair value.
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Foreign Currency

Functional and reporting currenc. ltems included in the Comparsyconsolidated financial statements are measuried t@se currency of the prime
economic environment in which the entity operateferred to as the functional currency. The Compaperates in several jurisdictions with functic
currencies of the U.S. dollar, the Australian dolénd British Pound. The consolidated financiateshents are presented in U.S. dollars.

Transactions and balanced-oreign currency transactions are translated meofdinctional currency using the exchange rategagneg at the dates of t
related transactions. Foreign exchange gains asgb$oresulting from the settlement of such traisagt as well as from the translation at yeac-
exchange rates of monetary assets and liabilidesmhinated in foreign currencies, are recognizetigrconsolidated statements of operations.

The results and financial position of any operatitimat have a functional currency different frore th.S. dollar are translated into U.S. dollar ants.
Assets and liabilities are translated into U.Slatslat exchange rates in effect at the balancet stade. Income and expense items are translataceedg
rates for the period. All resulting exchange difeces are recognized as accumulated other comgiebéncome, a separate component of stockholders
equity. On consolidation, exchange differencesragifrom the translation of any net investmentanefgn entities are recorded in stockholdemuity a:
part of accumulated other comprehensive incomepfnetiated taxes.

Patent and License Expens

Legal fees incurred for patents relating to commadéized products are capitalized and amortized dlerlife of the patents and reported in researd
development expense. Legal fees incurred for patgpitcation costs have been charged to expenseepoded in research and development expense.

Share-Based Compensation Expense

Share-based compensation expense relates to gpticki) restricted stock units or other equigsed grants. The fair market value of stock optiig
determined at the grant date using an option priciodel based on the closing price of the Compmaogimmon stock on that date. The fair market vaf
restricted stock units or other equity-based gramgsalso determined at the grant date, basedeocldking price of the Comparsycommon stock on tr
date. The value of the awards that are ultimatepeeted to vest is recognized, net of forfeituessan expense on a straitjhe basis over the employe
requisite service period.

Income Taxes

The Company applies ASC 740dreome Taxeswhich established financial accounting and repgrtequirements for the effects of income taxes sl
from the Companyg activities during the current and preceding yeBeferred tax assets and liabilities are recoghioe the future tax consequen
attributable to differences between the financiatesment carrying amounts of existing assets atillities and their respective tax bases, and ¢ipg
losses and tax credit carry forwards. Deferredassets and liabilities are measured using enatdedary tax rates expected to apply to taxablerime ir
the jurisdictions and years in which those tempothiferences are expected to be recovered oresgefilhe effect on deferred tax assets and liadslidif ¢
change in tax rates is recognized in income irpdréod that includes the enactment date.

Where the Company determines that it is more liklien not that some portion or all of the defetsdassets will not be realized in the future,dbéerre
tax assets are reduced by a valuation allowance.valuation allowance is sufficient to reduce tlededed tax assets to the amount that the Con
determines is more likely than not to be realized.

Revenue Recognitio

Revenue consists primarily of royalty payment®nige fees, milestone payments, payments for serperdormed pursuant to contracts and certain rels
and development activities pursuant to collaboretiwith other corporate entities.
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Revenue from royalties is recognized when the alessof the underlying product by the relevantdiparty, including actual or estimated returns inithe
royalty period based on agreement, are determindble Company receives estimates of the amounvyadlty revenue from its licensees on a quar
basis, based on the license agreement.

Revenue from services performed pursuant to castaagyrants is recognized when earned, typicaligmthe underlying services or activities are reed
When circumstances arise where collection of tha@etlging services is uncertain, recognition of tegenue is delayed until such time as collectic
reasonably assured. The Company analyzes costussatile grants and contracts to determine whettsfiould report such reimbursements as reven
as an offset to the related research and develdpexpenses incurred. For costs incurred and rewegererated from third parties where the Compe
deemed to be the principal participant, such aBfiRDA contract, it recognizes revenue and cositsguhe gross basis of accounting.

Revenue for collaborative research and developmeivities typically consists of fees for servicespayments when specific milestones are met aatdr
underlying activities occurring during the termtioé arrangement.

For milestones that are deemed substantive, thep@wynrecognizes the contingent revenue when: é)ntilestones have been achieved; (ii) no fu
performance obligations with respect to the milestoexist; and (iii) collection is reasonably asdurA milestone is considered substantive if althe
following conditions are met: (i) the milestonerientefundable; (ii) achievement of the milestone was measonably assured at the inception o
arrangement; (iii) substantive effort is involverachieve the milestone; and (iv) the amount ofritilestone appears reasonable in relation to tfoet
expended with the other milestones in the arrangéianed the related risk associated with achieveroktite milestone. If a milestone is deemed ndie
substantive, the Company recognizes the portidghemilestone payment as revenue that correlatastidties already performed; the remaining portid
the milestone payment is deferred and recognizeev@nue as the Company completes its performabligatons.

Cost of Revenue

Cost of revenue expense includes, but is not lanite reimbursement for the cost of thpdrty service providers incurred in connection watimducting
external preclinical studies and treating patiemsolled in clinical trials and monitoring, accuratihg and evaluating the related clinical dataases an
personnekelated expenses for internal staff allocated ¢oratract, including benefits; and the cost to depeformulate and manufacture product candic
directly allocated to a specific contract. CosRefvenue expenses are expensed as incurred.

Research and Development Exper

Research and development expense includes, butifnmited to, the costs of activities associateithwdrug discovery, such as medicinal chemi
virology, microbiology, and biochemistry; drug tatgdiscovery, molecular biology and structural bgy; fees paid to thirgarty service providers
connection with conducting external preclinicaldiés and treating patients enrolled in clinicalgiand monitoring, accumulating and evaluating éhetec
clinical data; salaries and personnel-related esgefior our internal staff, including benefits afdrebased compensation; the cost to develop, forrr
and manufacture product candidates; legal feesassd with patents and intellectual property edatto our product candidates; research consuléeg
license expenses and sponsored research feesophiddt parties; and specialized information systedepreciation and laboratory facility costs. Resk
and development expenses are expensed as incurred.

General and Administrative Expense
General and administrative expense reflects thes dosurred to support our operations and reseanchdevelopment activities. General and adminisé
expense consists primarily of salaries and perdeeteted expenses, including shéi@sed compensation for personnel in executivenfi@aaccountin

information technology, business development anhdru resources functions. Other significant costdude professional fees for legal and aud
services, as well as premiums for insurance, a@kpenses as a result of being a publicly tradedheoyy and depreciation and facility expenses.
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Total Comprehensive Income (loss)

Comprehensive income is defined as the total changéockholdersequity during the period other than from transaxgiavith stockholders, and for 1
Company, includes net income (loss) and cumuldtaseslation foreign currency adjustments.

Limited Suppliers

The Company may rely on single-source thpatty suppliers and contract manufacturers to féatewor manufacture its product candidates purstigaiRDA
current good manufacturing practices (“cGMP”) regoients. The failure of single-source suppliersingle-source contract manufacturers to produce and
deliver specific candidates on a timely basis,t@llacould delay or interrupt the developmentqass and affect the Company’s operating results.

Reclassifications

Certain reclassifications have been made to pedod amounts to conform to the current year pradiom.

Revision

In connection with the analysis of deferred taxahaks in 2014, the Company identified an errorrégaired correction to the 2013 financial statetsi@mc
related footnote disclosure to properly reflectdleéerred tax assets and liabilities as of Jun@2303. Accordingly, certain deferred tax assetsletulities
in the 2013 Balance sheet have been revised. Tigae increased non-current deferred tax assef&lty million and increased current deferred tax
liabilities by $1.5 million as of June 30, 2013.€Tievision had no impact on the previously repontetddeferred taxes, income tax expense, net loss,

Stockholders’ equity, or cash flow."

Recent Accounting Standarc

In May 2014, the Financial Accounting StandardsrBdasued authoritative accounting guidance relaerevenue from contracts with customers.
guidance is a comprehensive new revenue recognitioeiel that requires a company to recognize revémweepict the transfer of goods or services
customer at an amount that reflects the consiaeratiexpects to receive in exchange for those gamdservices. This guidance is effective for ai
reporting periods beginning after December 15, 2&id early adoption is not permitted. The Compaitlyagtopt this guidance on July 1, 2017. Compe
may use either a full retrospective or a modifiettaspective approach to adopt this guidance. Tdrapany is evaluating which transition approachge
and its impact, if any, on its consolidated finahsitatements.

(3) Short-Term Financial Instruments

Financial Assets (in millions)

As of June 30,

2014 2013

Financial assets:

Cash and cash equivalents $ 817 $ 66.¢
Accounts receivable 18.7 11.C
Total financial assets 100.¢ 77.¢
Financial liabilities:

Accounts payable and current accrued liabilities 26.C 15.¢
Total current financial liabilities 26.C 15.€
Net financial asset $ 74..  $ 62.C

The carrying value of the cash and cash equivalantounts receivable and accounts payable appatednfair value because of their short-term
nature. The Company regularly reviews all finanasdets for impairment. There were no impairmestegnized in 2014 and 2013.
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(4)Fair Value Measurements

A fair value hierarchy has been established whecjuires the Company to maximize the use of obstrmaputs, where available, and minimize the use of
unobservable inputs when measuring fair value.failievalue hierarchy describes three levels of taghat may be used to measure fair value:

Level 1 Quoted prices in active markets for identical tssee liabilities.

Level 2 Observable inputs other than Level 1 prices, sischuoted prices for similar assets or liabilit@pspted prices in markets that are not
active; or other inputs that are observable ortEnorroborated by observable market data for anbatly the full term of the assets or
liabilities.

Level 3 Unobservable inputs that are supported by littleamarket activity and that are significant te fair value of the assets or liabilities.

The following table sets forth the financial assetd liabilities that were measured at fair valneaoecurring basis at June 30, 2014, by levelinitte fair
value hierarchy. The assets and liabilities meakatdair value are classified in their entiretgdd on the lowest level of input that is significemthe fair
value measurement.

The Company’s longerm investments have been classified as Levehi;hnhave been initially valued at the transacfidne and subsequently revaluec
the end of each reporting period, utilizing a thpatty pricing service. The pricing service utiBzadustry standard valuation models and obsenrabié&et

inputs to determine value that include surveyirggibnd dealer community, obtaining benchmark guatesrporating relevant trade data, and updating
spreads daily. There have been no transfers ofsasskabilities between the fair value measurenuiassifications.

Quoted Prices

in Active Significant
Markets for Other
Identical Observable Significant
Assets Inputs Unobservable
Inputs (Level
June 30, 2014 Total (Level 1) (Level 2) 3)
Cash equivalents $ 36.¢ $ 36.¢ $ — % —
Long-term investments available-for-sale 10.C — 10.C —
Total $ 46.¢ $ 36 $ 10C $ —

Cash equivalents consist primarily of money mafletls. Long-term investments consist of U.S. ageseoyrities and U.S. Treasury securities, claskifie
as available-for-sale and have maturities gre&ser 865 days from the date of acquisition.

The Company has had no realized gains or lossestfre sale of investments for the twelve monthsdntline 30, 2014. The following table shows the
unrealized gains and losses and fair values faetlirovestments as of June 30, 2014 and June 38,a&@tegated by major security type:

Unrealized Unrealized
June 30, 2014 At Cost Gains (Losses) At Fair Value
Money market funds $ 36.L $ — 3 — 3 36.¢
Debt securities of U.S. government agencies 4.6 — — 4.6
US Treasury securities 5.1 — — 5.1
Total $ 46 $ —  $ —  $ 46.€
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Unrealized Unrealized
June 30, 2013 At Cost Gains (Losses) At Fair Value

Money market funds $ — % — $ — % _
Debt securities of U.S. government agencies — — — -
US Treasury securities — — — =
Total $ — — — —

As of June 30, 2014, the Company had investmerda umnrealized loss position. The Company has méted that the unrealized losses below $0.1
milllion on these investments at June 30, 2014emgorary in nature and expects the security taraat its stated maturity principal. All availatite-sale
securities held at June 30, 2014 will mature inr@re year.

(5) Property and Equipment
Property and equipment consist of the followingritlions):

As of June 30,

2014 2013
Property and equipment $ 208 $ 20.€
Leasehold improvements 6.S 6.€
Total Property and equipment 27.7 27.4
Accumulated depreciatic (25.7) (23.])
Property and equipment, net $ 2C % 4.2

Depreciation and amortization expense was $2.4amjl$3.0 million and $3.1 million for the fisca¢grs ended June 30, 2014, 2013 and 2012, respgctive

(6) Accrued and Other Current Liabilities
Accrued and other current liabilities consist o thllowing (in millions):

As of June 30,

2014 2013
Professional Fees $ 1C $ 0.4
Salary and related costs 04 2.1
Research and development materials and services 0.8 1.1
Other accrued expenses 1.2 0.2
Total accrued expenses and other liabilities $ 34 8 3.¢

(7) Public Offering
Public Offering.In January 2014, the Company closed a public offein which it sold approximately 6.7 million sharef its common stock at a purchase

price of $4.30 per share. The net proceeds to tmepany from the sale of these shares after undergdiscounts, commissions and other offering
expenses were approximately $26.8 million.

F-14




Biota Pharmaceuticals , Inc .
Notes to Consolidated Financial Statements

(8) Commitments and Contingent Liabilities
Operating Leases

The Company has two main operating leases. The k=500 Northwinds Parkway is for the Compangiporate headquarters in Alpharetta, Georgia.
The lease commenced in April, 2013 and expireepte&nber, 2018. The lease includes an escalatsgrieat schedule as well as a seven month rent
holiday and a tenant incentive towards leasehofztavements of approximately $0.1 million which &eng recognized as a reduction in rent expense on
straight line basis over the term of the lease.[€hse at 585 Blackburn Road, Notting Hill, VicegrAustralia was renewed on September 1, 2014rfer o
year and expires on September 1, 2015 .

Future minimum lease payments, in millions, under-nancellable operating leases (with initial onaining lease terms in excess of one year) as of
June 30, 2014 are:

2015 $ 0.€
2016 0.2
2017 0.2
2018 0.1
2019 0.1
Thereafter 0.C
Total minimum lease payments $ 1.2

Rent expense was $0.7 million, $1.1 million andB$®illion for the fiscal years ended June 30, 21,3 and 2012, respectively. The Company als
operating lease agreements for office copier egeigrander standard terms which are included inrtimemum lease payment schedule above.

(9) Income Taxes
For financial reporting purposes, income beforesaxcludes the following components:

Years Ended June 30,

2014 2013 2012
United States $ 83 $ 6. $ =
Foreign (3.0 (15.9) (19.7)
Total $ (119 $ (8.8 $ (19.7)

The expense (benefit) for income taxes is comprised

Years Ended June 30,

2014 2013 2012
Current:
Federal $ - % - $ -
State - - -
Foreign (0.3 0.1 0.9
0.3 0.1 0.3
Deferred:
Federal - - -
State - - -
Foreign - - (0.2)
- - (0.2)
Total Tax Expense $ 03 $ 01 $ (0.5

F-15




Biota Pharmaceuticals , Inc .

Notes to Consolidated Financial Statements

The reconciliation between the company's effedierate and the statutory rate is as follows:

Years Ended June 30,

2014 2013 2012
Income tax expense (benefit) at federal statutatgy r $ 4.0 $ B3 $ (6.9
State and local income taxes, net of federal benefi (0.9 0.2 -
Foreign tax rate differential 0.4 1.3 0.6
Change in valuation allowance 4.1 4.2 2.8
Gain on merger 0.1 (3.0 -
Research and development expenses (0.7 1.1 2.6
Research and development tax credits 0.3 (1.7 0.3
Employee stock options - 0.E 0.2
Other (0.9 0.1 (0.7)
Income tax expense (benefit) $ 03 3 01 $ (0.5
The following table includes deferred tax assetslabilities as of June 30, 2014 and 2013:
As of June 30,
2014 2013

Deferred tax assets:

Foreign net operating loss carryforwards $ 182 $ 18.2

US federal and state loss carryforwards 2.8 =

Amortization 0.8 0.8

Depreciation 0.6 0.2

Accrued compensated-related costs 0.8 0.4

Other 4.3 3.7

Subtotal 27.5 23.5

Less Valuation Allowance (26.9 (21.9)

Total Net DTA 11 1.6

Unearned Income (1.7) (1.9

Net deferred tax asse $ - $ -

Current net DTL (0.9 (1.5

Noncurrent net DT/ 0.C iLE

Net deferred taxe $ - $ -

Significant components of deferred income taxelecethe net tax effect of temporary differencesMeen the carrying amounts of assets and liakslfie
financial reporting and tax purposes. As of Jung2Bd4 a full valuation allowance has been estabtisas the Company has determined that the riafi
of its deferred tax assets is not more likely thah The Company recorded $26.4 million and $21ilam of valuation allowance as of June 30, 2014

2013, respectively.

As of June 30, 2014, the Company has had $7.3omibf gross U.S. federal net operating loss carwdiods that expire at various dates through =
Under IRC section 382, certain significant chanigeswnership may restrict the future utilizationafr U.S. tax loss carryforwards. As of June 30,4
the Company also has accumulated Australian tesetosf $42.7 million and accumulated United Kingdam losses of $26.7 million available for ce

forward against future earnings, which under rai¢vax laws do not expire but may not be availalsider certain circumstances.
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As of June 30, 2014, the Compasiyfforeign subsidiaries have no positive accumulaehings. As such, no federal or state incomestidreae bee
provided on the losses of its foreign subsidiatesler ASC 740. If in the future there are positearnings generated from the Companforeigr
subsidiaries, the Company will evaluate whetheetwmrd any applicable federal and state incomestaresuch earnings.

Uncertain Tax Positions

The Company files income tax returns in the U.SstAalia, and the United Kingdom, as well as withioas U.S. states. The Company is subject t
audits in all jurisdictions for which we file incantax returns. Tax audits by their very naturedten complex and can require several years to tete
There are currently no tax audits that have comemtmdth respect to income tax returns in any jlictsoh.

Under the tax statute of limitations applicabldhe Internal Revenue Code, we are no longer sutgddtS. federal income tax examinations by therhm
Revenue Service for years before 2011. Under titatst of limitations applicable to most state ineotax laws, the Company is no longer subject tte
income tax examinations by tax authorities for gdzfore 2010 in states in which we have filed inedax returns. Certain states may take the paoditia
the Company is subject to income tax in such s&tes though the Company has not filed income eé&xrns in such states and, depending on the v
state income tax statutes and administrative mestithe statute of limitations in such states mdgnd to years before 2009. The Company begaigh
operations in 1985. The Company is subject to foréax examinations by tax authorities for all yweafr operations.

The Company does not have any unrecognized taXitseas of June 30, 2014.

(10)Share-Based Compensation

For the twelve months ended June 30, 2014 and 208 Z,ompany recorded shdrased compensation expense related to grants fiaity éncentive plan
of $1.7 million and $2.6 million, respectively. Necome tax benefit was recognized in the staten@ftperations and no share-based compensation

expense was capitalized as part of any assethddnielve months ended June 30, 2014 and 2013.

Stock Options The fair value of each stock option award was egttih at its respective date of grant using thekB&azholes method with the following
assumptions:

T welve Months Ended

2014 2013
Weighted-average risk-free interest rate 1.5% 1.5(%
Dividend yield — —
Expected weighted-average volatility .79 7S
Expected weighted-average term of options (years) 5.92 6.C
Weighted-average fair value of options granted $ 247 $ 2.3¢
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The risk-free rate interest rate is based on tipeard life of the option and the correspondingt&thBtates (“U.S.”) Treasury bond, which in mostesais
the U.S. five year Treasury bond. The expected t#ratock options granted is derived from actual earpected option behavior and represents thegerio
of time that options granted are expected to bstandling. The Company uses historical data to aegtimption exercise patterns and future employee
terminations to determine expected life and foufeis. Expected volatility is based on the histdéncdatility of the Company’s publicly traded commo
stock.

Weighted-
Average
Weighted Remaining Aggregate
Number of Stock  AverageExercise Contractual Intrinsic Value
Options Price Per Option Term ($0000)
Balance at June 30, 2013 1,658,52' $ 13.57
Granted (1) 912,97! 3.9t
Exercised — —
Forfeited or expired (108,13) 34.3¢
Balance at June 30, 2014 2,463,36! $ 9.0¢ 634 $ -

(1) Includes performance-based options of 432,8dbject to specific performance conditions.

The Company granted performance-based stock optigmsrchase 432,975 during the year ending Jup2@®@! with an average exercise price of $4.15,
resulting in total unrecognized share-based congtiemsexpense of $1.0 million. Vesting is contingepon meeting specific performance goals related t
the development of laninamivir octanoate. As ofeJ@6, 2014, no share-based compensation expeasedréd these performance-based options has been
recognized as it is not probable that the perfomaarondition will be achieved. The Company will lenade the probability of achieving these performanc
goals quarterly, and if the Company determinesithstprobable that a performance goal will octhe effect of the change in estimate will be acted in
the period of change by recording a cumulativeteaie adjustment to retroactively apply the newneate. As of June 30, 2014, all performance-based
options are unvested and will expire six-years ftbmgrant date, or will be forfeited if the perfance goals are not achieved.

The total intrinsic value of stock options exerdiskiring the twelve month period ended June 304 2@ds zero, and no cash proceeds were receivdteby t
Company. Further, no actual tax benefits werezedlias the Company currently records a full vadaallowance for all tax benefits due to uncetiam
with respect to its ability to generate sufficiéemtable income in the future.

The following tables summarize information relatbogoutstanding and exercisable options as of 30n2014:

June 30, 2014

Outstanding

Weighted Average Exercisable
Number of Remaining Weighted Average Number of Weighted Average
Exercise Prices Shares Contractual Life Exercise Price Shares Exercise Price
(In Years)
$2.5¢ — $4.05 490,00( 92: $ 3.3¢ 86,25( $ 3.9¢
$4.07 931,59( 8.37 4.07 310,53: 4.07
$4.1: — $6.65 628,67! 3.4¢ 4.3¢ — —
$11.2. — $93.36 413,10 2.6¢ 34.3% 413,10« 34.3%
2,463,36! 6.3¢ $ 9.0¢ 809,88! 19.51
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Restricted Stock AwardA summary of the Company’s outstanding restrictedlsactivity for the twelve months ended JuneZl4 is as follows:

Weighted-Average

Grant Date

Shares Fair Value
Outstanding at June 30, 2013 — 3 =
Granted 54,00( 4.1C
Released (45,25() 4.1z
Forfeited — —
Outstanding at June 30, 2014 8,75( $ 3.9¢

Restricted aniMarket Stock Units (MSUs)A summary of the Company’s outstanding restrictedlsand market stock unit (MSU) activity for thveeive
months ended June 30, 2014 is as follows:

Weighted

Average

Grant Date

Shares Fair Value
Outstanding at June 30, 2013 170,13¢ $ 4.07
Awarded 123,18. $ 3.8¢
Released (17,400 $ 4.0t
Forfeited (13,850 $ 4.0z
Unvested at June 30, 2014 262,07: $ 3.9¢

In December 2013, the Company awarded 108,183 M&Employees that vest on January 1, 2017. Théngest these awards is subject to the respective
employee’s continued employment through this settiet period. The number of MSUs granted repreghattarget number of units that are eligible to be
earned based on the attainment of certain mduketd criteria involving our stock price. The numifeMSUs actually earned is calculated upon theting

of the award. Participants may ultimately earn leetmv0% and 250% of the target number of units gdabased on actual stock performance. Accordingly,
additional MSUs may be issued or currently outstam®1SUs may be cancelled upon final determinatibthe number of awards earned. Compensation
expense, including the effect of forfeitures, isagnized over the applicable service period.

The Company values grants of MSUs using a lattiodehwith a Monte Carlo simulation. This valuatimethodology utilizes several key assumptions,
including the 20-day average closing stock pricehengrant date, expected volatility of the Compsusyock price, risk-free rates of return and expéc
dividend yield. The assumptions used in the Comisaraluation of the MSU’s are summarized as follows

For the Twelve Month Period Ended June

30,
2014 2013
Expected dividend yield 0.00% —
Expected stock price volatility 0.86 —
Risk-free interest rate 0.64% —
20-day trading average stock price on grant date $3.98 —
Weighted-average per share grant date fair value $7.69 —

As of June 30, 2014 there was $3.5 million of unggized share-based compensation expense reladiditovested shareased awards, not discounted
future forfeitures. This balance is expected todm®gnized over a weighted-average period of tverse

In August 2014, the Company's Board made a detetinmthat the specific milestone was not and wawltdbe achieved on 432,975 of performance-basec
stock options, therefore the options will not vastl are cancelled.
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(11) Retirement Benefits

The Company contributed $0.8 million, $1.1 milliand $1.1 million for the fiscal years ended Jung2814, 2013 and 2012, respectively, toward stal
defined contribution plans for employees. Contiitma by the Company for ndd-S. employees can be up to nine per cent of erepleglary during fisc
year ending June 30, 2014 and up to four per deminployee salary for U.S. employees.

(12) Net Loss per Share

Basic and diluted loss per share has been compateetl on net loss and the weightegrage number of common shares outstanding dtirengpplicabl
period. For diluted net loss per share, commonksezpivalents (shares of common stock issuable tiperexercise of stock options and warrants
excluded from the calculation of diluted net logs phare as their inclusion would be ailittive. The Company has excluded all options tocpas
common stock in periods indicating a loss, as thfé@ct is anti-dilutive.

The following table sets forth the computation wtdrical basic and diluted net loss per share.

Year Ended
June 30,
2014 2013 2012

Net loss (in millions; $ (11.0 $ 89 $ (19.%
Weighted average shares outstanding 31,347,88 28,217,51 181,775,44
Weighted average shares outstanding adjusted u

exchange ratio used to compute basic earnings

share - - 22,713,56
Shares used to compute diluted earnings per sha 31,347,88 28,217,51 22,713,56
Basic loss per share $ (0.35) $ (0.32) $ (0.85)
Diluted loss per share $ (0.3 $ (0.3 $ (0.85)
Number of antidilutive stock options excluded fr

computation 2,725,44. 1,828,66! -

(13) Research and Development Credit

In 2013, an application for a claim of $4.4 millievas made by the Company’s subsidiary, Biota Hgslihimited, under the Australian Government’
Research and Development tax incentive when Biatilinigs Limited submitted its tax return for itsdal year ended June 30, 2012. This amoun
recorded as a contingent asset as of June 30, ZI1ANovember 7, 2012, Biota Holdings Limited reesivcash for this claim. Although the credi
administered by the Australian government, it i$ limtked to the level of taxable income and is effifeely a government grant. As such, the Com|
obtained an immediate benefit and therefore, tiieeeamount has been recognized within perating income in the consolidated statemenpefation
for the year ending June 30, 2013. For 2014, thegamy will not receive a research and developmesditcas its revenue has exceeded the quali
revenue threshold.

(14) Licenses, Royalty Collaborative and ContractueArrangements
Royalty agreemen

The Company entered into a royaligaring research and license agreement with GSK90 for the development and commercializationasfaamivir,
neuraminidase inhibitor (“NI”) marketed by GSK asléhza® to treat influenza. Under the terms of the agreg¢mba Company licensed zanamivir to G
on an exclusive, worldwide basis and is entitledeiceive royalty payments of 7% of GSK's annualsaé¢s of Relenz& in the U.S., Europe, Japan i
certain other countries as well as 10% of GSK'suahnet sales of RelenZa in Australia, New Zeal@ulith Africa and Indonesia. The Relefzpaten
portfolio is scheduled to expire as follows: Decemb014 in the U.S., May 2015 in Australia, 201@hie major countries of the European Union (EUY
July 2019 in Japan. GlaxoSmithKline (GSK) has régeverified that the Company will continue to réeeroyalties on the net sales of Relefiza the
U.S. beyond December 2014 to the extent that Uagr® Application No. 08/737,141 remains pending.Adgust 25, 2014, GSK filed an appeal to
United States Patent Trial Appeal Board in relatmthis patent application.
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The Company also generates royalty revenue fronsdheof Inavif® in Japan, pursuant to a collaboration and licegseeaent that the Company ente
into with Daiichi Sankyo in 2009. In September 20Ehinamivir octanoate was approved for sale leyxpanese Ministry of Health and Welfare fol
treatment of influenza in adults and children, whizaiichi Sankyo markets as Ina@ir Under the agreement, the Company currently receivi% royalt
on net sales of Inavi? in Japan and is eligible to earn sales milestoryenpats. Under the collaboration and license agreentige Company and Daiic
Sankyo have cross-licensed the woslidle rights to develop and commercialize the relateellectual property, and have agreed to shgtaley in an
royalties, license fees, or milestone or other payts received from any third party licenses outsifidapan. Patents on laninamivir octanoate inn
generally expire in 2024.

Collaborative and contract arrangements

In March 2011, the Company’s wholly owned subsigi&iota Scientific Management Pty Ltd., was awardecontract by BARDA for the late-stage
development of laninamivir octanoate on a cost-fiked-fee basis, the total of which is not to eed&231.2 million. BARDA is part of the U.S. Office
of the Assistant Secretary for Preparedness anpddRes ("ASPR") within the U.S. Department of Healtld Human Services ("HHS"). The BARDA
contract was designed to fund and provide the Compath all technical and clinical data and U.Sséd manufacturing to support the filing of a U.S.
new drug application (“NDA”") with the FDA for lanémivir octanoate. The performance period of the BAR ontract commenced on March 31, 2011,
and was intended to continue for five years. On Ma014 HHS/ASPR/BARDA notified the Company ofdecision to terminate the contract for the
development of laninamivir octanoate for the conerce of the U.S. Government. The decision to teatei for convenience was the result of a recently
concluded In-Process Review (“IPR”). The Company leen and continues to work with ASPR/BARDA taselout this contract, which involves
completing several clinical trials, finalizing septe invoices and billings for those activities artdken prior to and after the termination date,
determining the nature and extent of any equitalijastments for costs incurred after the termimediate, and negotiating a final termination setdetn
As of June 30, 2014, the Company had $17.8 millicmccounts receivable due from BARDA, which doesinclude $3.7 million of contract service
revenue and accounts receivable that the Companyatdirecognize for certain expenses that it hasried in association with the development of LANI
and for other equitable adjustments that the Compatieves it is entitled to receive under its teraed contract with BARDA and pursuant to
applicable government regulations, but for whichatentially may not be fully reimbursed .

The Company is considered an active participathénBARDA contract, with exposure to significargks and rewards of commercialization relating &
development of laninamivir octanoate. Thereforggneies from and costs associated with the cordiractecorded and recognized on a gross basis
consolidated statement of operations.

The following tables summarize the key componefhte@Company’s revenues (in millions):

Years Ended June 30,

2014 2013 2012
Royalty revenue — Relen2a $ 106 $ 2€ % 4.4
— Inavir® 4.5 4.2 4.5
Commercial milestone — Inavit - 2.8 -
Revenue from services 53.€ 24.C 11.5
Total revenue $ 68.7 $ 33€6 $ 20.

(15) Restructuring Charges

We recognize restructuring charges when a plamtiaégrially changes the scope of our businesseoméémner in which that business is conducted is
adopted and communicated to the impacted partigsthee expenses have been incurred or are reagasiihable.
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Fiscal 2014 Restructuring Activi

In the fourth quarter of fiscal 2014, we announ@structuring actions as a result of the termimettr convenience of the BARDA contract. These
restructuring activities are expected to be coneplét fiscal 2015. We recorded $2.1 million in resturing charges during fiscal 2014, which comgutif
severance and other employee related benefits.$illi®n was recorded in cost of revenue, $1.0immllin research and development and $0.2 million in

general and administrative. As of June 30, 2014hadka remaining liability of approximately $2.0llioi.

Following is a reconciliation of the beginning agnting balances of the restructuring liability:

Balance at Balance at

June 30, June 30,
Fiscal 2014 Restructuring Plans: 2013 Provision Payments 2014
Severance and employment costs — 2.1 0.1 $ 2.C
Total restructuring costs $ — 3 21 % 0.) $ 2.C

The remaining severance and other employment obsisproximately $2.0 million will be paid in fiskc2015. Also, included in accrued severance are
balances of $1.2 million and $1.0 million as of d@®, 2014 and 2013, respectively. These balaeta® to acquired severance balances as part dfahk
merger. This remaining balance is to be paid icefi2015.

(1 6) Quarterly Financial Information (Unaudited)

The table below sets forth summary unaudited caoheteld quarterly financial information for the yeanded June 30, 2014 and 2013 (in millions):

Quarter Ended

6/30/2014 3/31/2014 12/31/2013 9/30/2013
Revenues $ 8t % 295 $ 18t % 12.Z
Operating expenses 19.0 19.3 11.4 10.7
Net (loss) income (20.9) 3.2 (0.3 3.9
Net (loss) income per share (1):
Basic $ (29 3% 0.0¢ $ 0.0C $ (0.19
Diluted $ (.29) $ 0.0¢ $ 0.0C $ (0.19)
Quarter Ended
6/30/2013 3/31/2013 12/31/2012 9/30/2012
Revenues $ 928 % 128 % 104 % 14
Operating expenses 7.7 4.1 7.1 15
Net loss (6.5) 0.2 4.€ (7.2
Net loss per share (1):
Basic $ 025 $ 0.01 $ 0.1¢ $ (0.32)
Diluted $ (0.29) $ 0.01 % 0.1¢ $ (0.39)
1) Due to the use of the weighted average sharesaadisy for each quarter for computing earningsspare, the sum of the quarterly per share

amounts may not equal the per share amount forghe
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2.3

3.1
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10.2t
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Merger Implementation Agreement, dated April 22,
2012, between Nabi Biopharmaceuticals and Biota
Holdings Limited

Amendment Deed, dated August 6, 2012, to the
Merger Implementation Agreement, dated April 22,
2012, between Nabi Biopharmaceuticals and Biota
Holdings Limited

Amendment Deed, dated September 17, 2012, to the
Merger Implementation Agreement, dated April 22,
2012, as amended by the Merger Implementation
Agreement Amendment dated August 6, 2012,
between Nabi Biopharmaceuticals and Biota Holdings
Limited

Composite Certificate of Incorporation of Biota
Pharmaceuticals, Inc.

By-Laws of Biota Pharmaceuticals, Inc.
Form of Common Stock Certificate

Collaboration and License Agreement, dated
September 29, 2003, between Biota Holdings Limited
and Sankyo Co., Ltd.

Amendment #1 to Collaboration and License
Agreement, dated June 30, 2005, between Biota
Holdings Limited, Biota Scientific Management Pty.
Ltd. and Sankyo Company, Ltd.

Amendment #2 to Collaboration and License
Agreement, dated March 27, 2009, between Biota
Holdings Limited, Biota Scientific Management Pty.
Ltd. and Daiichi Sankyo Company, Limited.

Commercialization Agreement, dated March 27, 2009,
between Biota Holdings Limited, Biota Scientific
Management Pty. Ltd and Daiichi Sankyo Company,
Ltd.
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Contract, dated March 31, 2011, between Biota
Scientific Management Pty. Ltd. and Office of
Biomedical Advanced Research and Development
Authority within the Office of the Assistant Seast

for preparedness and Response at the U.S. Departmen
of Health and Human Services.

Research and License Agreement, dated February 21,
1990, by and among Biota Scientific Management
Ltd., Biota Holdings Limited, Glaxo Australia Pty.

Ltd. and Glaxo Group Limited.

Form of Indemnification Agreement for Directors and
Executive Officers

Executive Employment Agreement, dated as of
November 12, 2012, between Biota Pharmaceuti
Inc., and Russell H. Plumb

Executive Employment Agreement, dated as of
November 12, 2012, between Biota Pharmaceuti
Inc., and Joseph M. Patti

Form Non-Plan Stock Units Agreement

Form of Letter Agreement for Stock Option Grant
2007 Omnibus Equity and Incentive Plan
Executive Employment Agreement, dated as of
November 26, 2013, between Biota Pharmaceuti

Inc., and Peter Azzarello

Form of Employee Stock Option Agreement under the
2007 Omnibus Equity and Incentive Plan

Form of Market-Based Stock Unit Award Agreement
under the 2007 Omnibus Equity and Incentive Plan

Letter from Ernst & Young dated December 10, 2012.

Letter from PricewaterhouseCoopers dated April 29,
2014
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F-24

10-Q

10-Q

8-K

8-K
8-K
DEF 14A

8-K

8-K

8-K

8-K

8-K

001-35285-13834721

001-35285-1384721

001-35285-13817036

001-3528512120600¢

001-3528512120600¢

001-3528512120600¢

001-3528512120600¢

000-04829-07763351

001-3528513124798"

001-3528513126683:

001-3528513126683:

001-3528512125708"

001-35285-14795541

05/10/13

05/10/13

05-06-13

11/14/12

11/14/12

11/14/12

11/14/12

04-12-07

11/27/13

12/10/13

12/10/13

12-11-12

4/30/14




23.1 Consent of PricewaterhouseCoopers LLP. X
23.1a Consent of PricewaterhouseCoopers. X

31.1* Certification of Principal Executive Officer and X
Principal Financial Officer Required Under Rule 13a
14(a) and 15d-14(a) of the Securities ExchangeoAct
1934, as amended

32.1* Certification of Principal Executive Officer and X
Principal Financial Officer Required Under Rule 13a
14(b) of the Securities Exchange Act of 1934, as
amended, and 18 U.S.C. 81350

101** XBRL Instance Document X
101** XBRL Taxonomy Extension Schema Document X
101** XBRL Taxonomy Calculation Document X
101** XBRL Taxonomy Definition Linkbase Document X
101** XBRL Taxonomy Label Linkbase Document X
101** XBRL Taxonomy Presentation Linkbase Document X

+ Indicates a management contract or competysplan or arrangement in which any director or edraxecutive officer participates.

t  Confidential treatment has been granted misipect to certain portions of this exhibit.

*  This certification is being furnished solely accompany this annual report pursuant to 18QJ.Section 1350, and is not being filed for pursost
Section 18 of the Securities Exchange Act of 193d ia not to be incorporated by reference into flimg of Biota Pharmaceuticals, Inc., whether m
before or after the date hereof, regardless ofgmmeral incorporation language in such filing.

**  Furnished, not filed.
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List of Subsidiaries

Biomune Corporation

Biota Holdings LTD

Biota Scientific Management PTY LTD
Biota Respiratory Research PTY LTD
Biota Investments PTY LTD

Biota Europe Limited
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Exhibit 23.1

Consent of Independent Registered Public Accouriing

We hereby consent to the incorporation by referéemd¢be Registration Statement on Form S-3 (No-B3@594) and Form S-8 (No. 333-188111, No. 333-
115691, No. 333-115688, No. 333-109017, No. 3335338l0. 333-38868, No. 333-95269, No. 333-56037,383-56071, No. 033-65069, No. 088795

No. 333134954, No. 333-143238 and No. 3B&3239) of Biota Pharmaceuticals, Inc. of our répalated September 30, 2014 relating to the firad
statements and the effectiveness of internal cboter financial reporting, which appear in thisifol0-K.

/s/ PricewaterhouseCoopers LLP
Atlanta, GA
September 30, 2014



Exhibit 23.1a

Consent of Independent Registered Public Accouriing

We hereby consent to the incorporation by referémd¢be Registration Statement on Form S-3 (No-B33594) and Form S-8 (No. 333-188111, No. 333-
115691, No. 333-115688, No. 333-109017, No. 3336388lo. 333-38868, No. 333-95269, No. 333-56037,383-56071, No. 033-65069, No. 088795

No. 33134954, No. 333-143238 and No. 3B&3239) of Biota Pharmaceuticals, Inc. of our reglated 27 September 2013 relating to the fina
statements and the effectiveness of internal cbotter financial reporting, which appear in thigiRol0-K.

/s/ PricewaterhouseCoopers
Melbourne, Australia
30 September 2014



Exhibit 31.1

Certification of Chief Executive Officer and Chiginancial Officer
Pursuant to Rule 13a-14(a) or Rule 15d-14(a)
Under the Securities Exchange Act of 1934

I, Russell H. Plumb, certify that:
1. | have reviewed this Annual Report on Form 1fKthe year ended June 30, 2014 of Biota Pharnt@eds) Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or eondtate a material fact necessary to make the
statements made, in light of the circumstancesmunwtieh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statemamts,other financial information included in théport, fairly present in all material respectsfihancial
condition, results of operations and cash flowthefregistrant as of, and for, the periods present¢his report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as definékahang
Act Rules 13a-15(e) and 15d-15(e)) and internatrobover financial reporting (as defined in ExcharAct Rules 13a-15(f) and 18d(f)) for the registrat
and have:

a) Designed such disclosure controls and proesdor caused such disclosure controls and puoegedo be designed under our supervision, to ensur
that material information relating to the registrancluding its consolidated subsidiaries, is midewn to us by others within those entities, pattrly
during the period in which this report is beinggaeed;

b) Designed such internal control over finah@orting, or caused such internal control owearficial reporting to be designed under our supamj to
provide reasonable assurance regarding the rétjabilfinancial reporting and the preparation imfancial statements for external purposes in accurel

with generally accepted accounting principles;

c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predémtais report our conclusions about the effemiiess of
the disclosure controls and procedures, as ofrile&the period covered by this report based eh swaluation; and

d) Disclosed in this report any change in #gistrant's internal control over financial repogtthat occurred during the registrant's most refiscal
quarter (the registrant's fourth fiscal quartethia case of an annual report) that has materitfidgted, or is reasonably likely to materially affethe

registrant's internal control over financial repragt and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuat internal control over financial reporting, the
registrant's auditors and the audit committee efrélgistrant's board of directors (or persons peiiftg the equivalent functions):

a) All significant deficiencies and materialakeesses in the design or operation of internaraebaver financial reporting which are reasondliigly to
adversely affect the registrant's ability to re¢cqgmabcess, summarize and report financial inforamatand

b) Any fraud, whether or not material, thatoiwes management or other employees who have #isagnt role in the registrant's internal contrekeo
financial reporting.

Date: September 30, 2014

/s/ Rels$1. Plumb

Presitjebhief Executive Officer, Chief Financial Officer



Exhibit 32.1

Certification Pursuant To Section 906 of the
Sarbanes-Oxley Act 2002

In connection with the Annual Report onfRdt0-K of Biota Pharmaceuticals, Inc. (the "Comparfigr the year ended June 30, 2014, as filed thith
Securities and Exchange Commission on the dat@hg@he "Report"), the undersigned hereby certjfipgsuant to 18 U.S.C. ss. 1350, as adopted pursua
to ss. 906 of the Sarbanes-Oxley Act of 2002, that:

1. The report fully complies with the reguments of Section 13(a) or 15(d) of the Securklrshange Act of 1934; and

2. The information contained in the Refaily presents, in all material respects, theffitial condition and results of operations of therpany.

/s/ Russell H. Plumb

President, Chief Executive Officer, Chief Finand¢dficer, (Principal Executive Officer and Princiganancial Officer)

September 30, 2014



