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Dear Stockholders,

Fiscal year 2011 has set the stage for what we expect to be an even more exciting fiscal year 2012

with the anticipation of multiple clinical data reports and regulatory milestones that have the potential
to be substantial value-driving events for our company. Over the last year, we have advanced our
pipeline, reporting promising data from five clinical trials, launching our first four investigator-sponsored
trials (ISTs), and most importantly, initiating four randomized Phase Il trials in cancer and HCV indications
with significant unmet medical need.

Committed to developing new therapeutic options for patients, our team is dedicated to our mission
to significantly improve the lives of our patients by translating powerful science into meaningful
therapies for treating disease. Working together, we are focused on developing, manufacturing, and
commercializing targeted monoclonal antibodies with broad potential for treating patients. We have
expanded our team with experts in clinical development, regulatory affairs, quality assurance, and
manufacturing to execute strategies that include:

e Leveraging our proprietary phosphatidylserine (PS)-targeting platform, including our lead antibody
bavituximab, to develop first-in-class monoclonal antibodies to treat a

broad range of cancer and viral infections;

“Over th r, we hav
¢ Advancing three Phase Il clinical programs for bavituximab and Cotara in Over the last yea € have

different indications representing what we believe are significant unmet advanced our pipeline,

medical needs for patients; reporting promising data
* Exploring additional oncology indications and therapeutic combinations . .

for bavituximab by offering an IST program for investigators who share our from five clinical trials,

enthusiasm over our antibody’s novel approach to treating cancer patients; launching our first four

and investigator-sponsored

* Preparing for later-stage clinical trials and potential commercial launch trials, and most importantl
of our products through our strategically integrated subsidiary Avid ! Y.
Bioservices, while also providing a broad range of biomanufacturing initiating four randomized

services to Avid’s third-party clients. Phase Il trials in cancer and
Advancing Clinical Pipeline HCVindications with significant

Bavituximab Oncology unmet medical need.”
Bavituximab is our first-in-class monoclonal antibody that targets the highly

immunosuppressive molecule PS, enabling the immune system to recognize

and fight cancer. Used in combination with chemotherapy, bavituximab has demonstrated broad

therapeutic potential and we are advancing multiple trials in oncology indications.

¢ Second-Line Non-Small Cell Lung Cancer (NSCLC) Trial —Once a patient fails a first course of therapy,
current therapeutic options in second-line NSCLC are unfortunately very few. Our development
and regulatory strategy is focused on addressing this significant need by conducting a randomized,
double-blinded, placebo-controlled Phase Il trial evaluating bavituximab with docetaxel. We expect
to complete enrollment of up to 120 patients in the fourth quarter of this year, leading to the unblind-
ing of objective response rate (ORR) primary endpoint data in the first half of 2012.

¢ Front-Line NSCLC Trial —As we advance our second-line NSCLC trial, we are conducting a random-
ized Phase Il trial evaluating bavituximab with carboplatin and paclitaxel in 86 front-line NSCLC
patients. This trial is based on promising results from a prior-single arm Phase Il trial using this same
therapeutic regimen in 49 NSCLC patients. We were encouraged by the data from this prior trial,
including 12.4 months median overall survival (OS), 43% ORR, and 6.1 months median progression-
free survival (PFS), as all three of these data points exceed the 10.3 months median OS, 15% ORR,
and 4.5 months PFS reported from a separate historic control trial for carboplatin and paclitaxel
alone in a similar patient population.

* Pancreatic Cancer Trial—Pancreatic cancer is typically diagnosed at an advanced stage, and as
such patient survival is grim at less than six months. We are conducting a randomized Phase |l trial
evaluating bavituximab with gemcitabine in up to 70 previously untreated stage IV pancreatic



cancer patients. This trial is based on promising preclinical data using this combination in advanced
pancreatic cancer models as well as encouraging and consistent signs of bavituximab's anti-tumor
activity across multiple oncology indications.

* Investigator-Sponsored Trials (ISTs)—We are pleased by our investigators’ interest in exploring
bavituximab's broad therapeutic potential for treating their cancer patients, and four ISTs are now
underway in prostate, lung, liver and breast cancers.

Cotara Brain Cancer Program

Cotara is a targeted monoclonal antibody linked to a radioisotope that is administered as a single-
infusion treatment directly into the brain tumor, destroying the tumor from the inside out, with minimal
exposure to healthy surrounding tissue. One of the highlights of our program has been the promising
8.8 month median OS from our Phase Il recurrent GBM trial as well as the long-term survivors from all
of our prior studies. We are planning to meet with the FDA in the fourth quarter to define an optimal
registration path for our novel, single-infusion therapy for treating patients with this deadliest form of
brain cancer.

Bavituximab Antiviral Program “Working together, we are
We are conducting a.random|zed Phase Il trial in up tg 66 previously untreated focused on developing,
genotype-1 HCV patients, measuring the early virologic response (EVR) rate after )

12 weeks of therapy with bavituximab and ribavirin versus pegylated interferon manufacturing, and

glpha 22.5 and I’Ib.a\{ll’ln. W{tb bawtuxmabs |rnmgr7e react|vat|(?n mechanisms, . commercializing targeted
impressive preclinical antiviral effects with ribavirin, and consistent safety profile - )

in our three prior Phase | studies, we are eager to assess this new combination as monoclonal antibodies

a potential alternative to pegylated interferon for patients with HCV. with broad potential for
Preparing for Our Future treating patients.”

As we enter a new fiscal year, we are excited to reach our expected clinical and

regulatory milestones while carefully managing our sources of capital available

and our $23 million in cash at the end of fiscal year 2011. Our strategically integrated subsidiary Avid
Bioservices is a business that generated revenues from biomanufacturing services for its third-party
clients of approximately $8.5 million for fiscal year 2011, and provided cost-effective manufacturing of
our clinical products, which together help reduce our overall cash burn. Beyond the financial benefits,
Avid’s built-in cGMP capabilities support our later-stage clinical trials and prepare us for potential
commercial launch of bavituximab and Cotara.

Critical to our future success, we have expanded our teams at Peregrine and Avid, bringing on board
experts across our business. We have built what we believe is a biotechnology “A-Team” capable of
executing our strategies to reach our overall goal of developing, manufacturing, and commercializing
targeted monoclonal antibodies with broad therapeutic potential for treating patients with cancer and
viral infections.

Over the coming year, we will continue to advance our clinical programs. We look forward to a year
of multiple expected clinical data reports from our randomized Phase Il bavituximab trials as well as a
registrational path for Cotara, as we aim to build significant value into these later-stage programs.

We want to thank our patients and their families for choosing to participate in our trials, our clinical
investigators who share our dedication to developing new therapeutic options for their patients, our
team of employees for their hard work and commitment to our mission, and our stockholders for their
continued support.

Dl

Steven W. King
President and Chief Executive Officer

August 29, 2011
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PART 1

In this Annual Report, the terms “we”, “us”, “our”, “Company” and “Peregrine” refer to Peregrine
Pharmaceuticals, Inc., and our wholly owned subsidiary, Avid Bioservices, Inc. This Annual Report contains
forward-looking statements that involve risks and uncertainties. The inclusion of forward-looking statements
should not be regarded as a representation by us or any other person that the objectives or plans will be
achieved because our actual results may differ materially from any forward-looking statement. The words
“may,” “should,” “plans,” “believe,” “anticipate,” “estimate,” “expect,” their opposites and similar
expressions are intended to identify forward-looking statements, but the absence of these words does not
necessarily mean that a statement is not forward-looking. We caution readers that such statements are not
guarantees of future performance or events and are subject to a number of factors that may tend to influence
the accuracy of the statements, including but not limited to, those risk factors outlined in the section titled
“Risk Factors” as well as those discussed elsewhere in this Annual Report. You should not unduly rely on
these forward-looking statements, which speak only as of the date of this Annual Report. We undertake no
obligation to publicly revise any forward-looking statement to reflect circumstances or events after the date of
this Annual Report or to reflect the occurrence of unanticipated events. You should, however, review the
factors and risks we describe in the reports that we file from time to time with the Securities and Exchange
Commission (“SEC”) after the date of this Annual Report.

9 9

Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K,
and all amendments to those reports filed with or furnished to the SEC are available, free of charge, through
our website at www.peregrineinc.com as soon as reasonably practicable after such reports are electronically
filed with or furnished to the SEC. The information on, or that can be accessed through, our website is not
part of this Annual Report.

Certain technical terms used in the following description of our business are defined in the “Glossary
of Terms”.

In addition, we own or have rights to the registered trademark Cotara® and Avid Bioservices®. All
other company names, registered trademarks, trademarks and service marks included in this Annual Report
are trademarks, registered trademarks, service marks or trade names of their respective owners.

ITEM 1. BUSINESS

Overview

We are a clinical-stage biopharmaceutical company driven to develop and manufacture first-in-class
monoclonal antibodies for the treatment of cancer and viral infections. As we advance toward our goal of
bringing new therapeutic options to patients, we plan to execute the following strategies:

. Leverage our phosphatidylserine (“PS”)-targeting platform, including our lead PS-targeting antibody
bavituximab, to develop first-in-class antibodies to treat a broad range of cancer and viral infections;

o Advance three later-stage Phase II clinical programs for bavituximab and Cotara® in different
indications, all representing significant unmet medical needs for patients;

J Explore additional oncology indications and therapeutic combinations for bavituximab by offering a
cost-effective investigator-sponsored trials (“IST”) program; and

. Prepare for commercial scale manufacturing of our products through our strategic asset, Avid Bioservices,
while also providing biomanufacturing services to Avid’s third-party clients on a fee-for-service basis.



One of the key components of our strategy is to advance our clinical programs for our lead antibodies
bavituximab and Cotara. Currently, we have three Phase II clinical programs, including two oncology
programs as well as a hepatitis C virus (“HCV”) program. For oncology indications, we are conducting three
randomized Phase II trials for bavituximab in combination with standard chemotherapy for front and second-
line non-small cell lung cancer (“NSCLC”) and previously untreated pancreatic cancer. In addition to these
company-sponsored trials for bavituximab, we have four investigator-sponsored trials (“IST”’) looking at new
drug combinations and additional oncology indications. With respect to our Cotara brain cancer program
using a single-infusion treatment, we have reported promising interim median overall survival of 8.8 months
from a Phase II trial for recurrent glioblastoma multiforme (“GBM”), the deadliest form of brain cancer. For
antiviral indications, we are advancing a randomized Phase II trial of bavituximab in combination with
ribavirin for naive, genotype 1 HCV patients.

Our pipeline of novel investigational monoclonal antibodies is based on two first-in-class technology
platforms, including phosphatidylserine (“PS”)-targeting antibodies and DNA/histone-targeting antibodies.
Bavituximab is our lead PS-targeting antibody that has demonstrated broad therapeutic potential and represents a
new approach to treating cancer. PS is a highly immunosuppressive molecule usually located inside the
membrane of healthy cells, but “flips” and becomes exposed on the outside of cells that line tumor blood
vessels, creating a specific target for anti-cancer treatments. PS-targeting antibodies target and bind to PS and
block this immunosuppressive signal, thereby enabling the immune system to recognize and fight the tumor.

Cotara is our lead DNA/histone-targeting antibody based on our Tumor Necrosis Therapy (“TNT”)
technology platform. A novel approach to treating brain cancer, Cotara is a targeted monoclonal antibody
linked to a radioisotope that is administered as a single-infusion, one-time therapy directly into the tumor,
destroying the tumor from the inside out, with minimal exposure to healthy tissue. Cotara has been granted
orphan drug status and fast track designation for the treatment of GBM and anaplastic astrocytoma by the
U.S. Food and Drug Administration (“FDA”).

We also have a wholly-owned biomanufacturing subsidiary Avid Bioservices, Inc.
(www.avidbio.com), which provides integrated cGMP commercial and clinical manufacturing services for
Peregrine and third-party clients. Avid’s total revenue generated from third-party clients for fiscal years
2011, 2010, and 2009 amounted to $8,502,000, $13,204,000, and $12,963,000 respectively.

We were originally incorporated in California in June 1981 and reincorporated in the State of
Delaware on September 25, 1996. Our principal executive offices are located at 14282 Franklin Avenue,
Tustin, California, 92780 and our telephone number is (714) 508-6000. Our internet website addresses are
www.peregrineinc.com and www.avidbio.com. Information contained on, or can be accessed through, our
websites do not constitute any part of this Annual Report.

Products in Clinical-Stage Development

Our products in clinical trials are focused on the treatment of cancer and HCV infection. The below
table is a summary of our clinical trials and the current status of each clinical trial. Additional information
pertaining to each clinical trial is further discussed below.

Product Indication Trial Design Trial Status
Bavituximab plus | Front-line Phase IIb randomized trial designed to Trial is enrolling and treating patients
carboplatin and NSCLC treat up to 86 patients
paclitaxel versus
carboplatin and Endpoint: Overall response rate (“ORR”)
paclitaxel alone Secondary Endpoints: Median
progression-free survival (“PFS”), median
overall survival (“OS”), duration of
response, safety




Product Indication Trial Design Trial Status
Bavituximab plus | Second-line Phase 1Ib randomized, double-blinded, Trial is enrolling and treating patients
docetaxel NSCLC placebo-controlled trial designed to treat
versus placebo up to 120 patients
plus docetaxel .
Endpoint: ORR
Secondary Endpoints: Median PFS,
median OS, duration of response, safety
Bavituximab plus | Pancreatic Phase II randomized trial designed to Trial is enrolling and treating patients
gemcitabine cancer treat up to 70 patients
Vversus ) .
gemcitabine alone Endpoint: Median OS
Secondary Endpoints: ORR, PFS,
duration of response, safety
Cotara as a single | Recurrent GBM | Phase II safety and efficacy study treated | Final patient treated in December 2010.

treatment

41 patients at first relapse

Interim median OS was 8.8 months (38
weeks) as of June 2011. Patient follow-up
is ongoing while planning to meet with the
FDA in 2011.

Bavituximab
plus ribavirin
versus pegylated
interferon alpha-

Chronic hepatitis
C virus (“HCV”)

Phase II randomized trial
designed to treat up to 66
naive, genotype 1 patients

Endpoint: Proportion of patients

Trial is enrolling and treating patients

2a plus ribavirin L h .
achieving early virologic response

(EVR) at 12 weeks
Secondary Endpoints: Safety,
tolerability, HCV viral kinetics

Oncology Franchise

Bavituximab for the Treatment of Solid Tumors

We believe bavituximab may have broad potential for the treatment of multiple types of cancer.
Bavituximab is a novel monoclonal antibody with a unique mechanism of action that specifically targets PS
exposed on tumor vasculature. In three previous Phase II signal-seeking clinical trials in breast cancer and
NSCLC, bavituximab in combination with standard chemotherapy regimens has demonstrated promising
objective response rates (“ORR”), encouraging progression-free survival (“PFS”), and an acceptable safety
profile. Promising median overall survival (“OS”) of 12.4 months was reported in June 2011 from one of
these trials, evaluating bavituximab plus chemotherapy in patients with previously untreated NSCLC. Overall
survival continues to be monitored in our two other Phase II signal-seeking breast cancer trials.

Based on these data, we are advancing three randomized Phase II trials for bavituximab in
combination with standard chemotherapy, two for non-small cell lung cancer and one for pancreatic cancer.
In all of our previous and ongoing clinical trials, tumor responses are being evaluated using Response
Evaluation Criteria in Solid Tumors (“RECIST”’) parameters. The trials are being conducted according to
International Conference on Harmonization (“ICH”) and Good Clinical Practices (“GCP”) standards.

Phase IIb Trial - Bavituximab Plus Paclitaxel/Carboplatin in Front-Line NSCLC Patients

Our ongoing Phase IIb trial is designed to assess bavituximab in combination with paclitaxel and
carboplatin in front-line NSCLC patients. This randomized trial is enrolling patients in approximately 28
sites in the U.S. and internationally. We plan to enroll 86 front-line NSCLC patients, which will be
randomized to one of two treatment arms. One arm will receive paclitaxel (200 mg/m?) and carboplatin
(AUC 6), administered on day one of each 21-day cycle, for up to six cycles, in combination with
bavituximab (3 mg/kg) weekly. A second arm will receive paclitaxel (200 mg/m?) and carboplatin (AUC 6),
administered on day one of each 21-day cycle for up to six cycles.




The primary endpoint of this trial is ORR and secondary objectives included median PFS, median OS,
duration of response, and safety. Patients will be evaluated regularly for tumor response according to
RECIST criteria.

This trial was based on encouraging data from a prior single-arm Phase II trial assessing bavituximab
in combination with paclitaxel and carboplatin in 49 front-line NSCLC patients. In June 2011, we reported
promising 12.4 months median OS from this trial. The median OS was consistent with encouraging earlier
data, including 43% (21 of 49) of patients achieving an ORR and 6.1 months median PFS. These data exceed
the 10.3 month median OS, 15% ORR, and 4.5 months median PFS reported from a separate historic control
trial evaluating carboplatin and paclitaxel alone in a similar patient population. 73% (36 of 49 patients) of the
patients enrolled in this study had Stage IV disease.

Front-Line NSCLC Market Opportunity

Lung cancer is the leading cause of cancer death. According to the American Cancer Society, lung
cancer is the second most commonly diagnosed cancer in the U.S., with approximately 222,520 new cases
and 157,300 deaths each year, representing approximately 28% of all cancer deaths. NSCLC is the most
common type of lung cancer, accounting for approximately 85-90% of lung cancer cases. Unfortunately, the
five-year survival rate for NSCLC patients is only 1%.

With new cases diagnosed and given the limitations of current therapies, there is an urgent need for
new therapeutic options for front-line NSCLC patients. The current market for front-line NSCLC
therapeutics is approximately $2.5 billion annually and is expected to approach $3.8 billion annually by 2019
according to independent market research estimates. There are approximately 210,000 front-line NSCLC
patients treated annually in the U.S., Europe, and Japan.

Current treatment options for front-line NSCLC patients include chemotherapy drugs gemcitabine
(Gemzar™), paclitaxel (Taxol®), or docetaxel (Taxotere™) combined with cisplatin or carboplatin. In addition,
pemetrexed has been approved for use in combination with cisplatin for front-line NSCLC and bevacizumab
(Avastin®) is often added to the standard combination therapy for front-line NSCLC.

Phase IIb Trial - Bavituximab Plus Docetaxel in Second-Line NSCLC Patients

Our ongoing Phase IIb trial is designed to assess bavituximab in combination with docetaxel in
second-line NSCLC patients. This randomized, double-blinded, placebo-controlled trial is enrolling patients
in close to 40 sites in the U.S. and internationally. We plan to enroll 120 patients, which will be randomized
to one of three treatment arms. One arm will receive docetaxel (75 mg/m?), up to six 21-day cycles, in
combination with bavituximab (3 mg/kg) weekly. A second arm will receive docetaxel (75 mg/m?), up to six
21-day cycles, in combination with bavituximab (1 mg/kg) weekly. A third arm will receive docetaxel (75
mg/m?), up to six 21-day cycles, in combination with placebo weekly.

The primary endpoint of this trial is ORR and secondary objectives included median PFS, median OS,
duration of response, and safety. Patients will be evaluated regularly for tumor response according to
RECIST criteria.

Second-Line NSCLC Market Opportunity

Once a front-line NSCLC patient progresses following a first course of therapy, they are typically
treated with a second course of therapy. There are approximately 80,000 second-line NSCLC patients treated
annually in the U.S., Europe, and Japan. The current market for second-line NSCLC therapeutics is
approximately $700 million annually and is expected to exceed $1.0 billion annually by 2019 according to
independent market research estimates.

Only three drugs are approved in the U.S. for the treatment of second-line NSCLC patients.
Administered as monotherapies, these include pemetrexed (Alimta®), docetaxel (Taxotere™), or erlotinib



(Tarceva”™). Package insert information for these three products shows ORRs of between 5 and 9% for
second-line NSCLC patients. Given these low response rates with current approved therapies, there is an
urgent need for new therapeutic options for second-line NSCLC patients.

Phase II Trial - Bavituximab Plus Gemcitabine in Pancreatic Cancer Patients

Our ongoing Phase II trial is designed to assess bavituximab in combination with gemcitabine in
previously untreated stage IV pancreatic cancer patients. This randomized trial is enrolling patients in 11 sites
at present in the U.S. We plan to enroll up to 70 pancreatic cancer patients, which will be randomized to one
of two treatment arms. One arm will receive gemcitabine (1000 mg/m2) on days 1, 8 and 15 of each 28 day
cycle (4 weeks) until disease progression or unacceptable toxicities in combination with bavituximab (3
mg/kg) weekly. A second arm will receive gemcitabine alone (1000 mg/m2), on days 1, 8 and 15 of each 28
day cycle (4 weeks) until disease progression or unacceptable toxicities.

The primary endpoint of this trial is median OS and secondary objectives included median PFS, ORR,
duration of response, and safety. Patients will be evaluated regularly for tumor response according to
RECIST criteria.

We initiated this trial based on prior early clinical and preclinical data. In a Phase Ib trial evaluating
bavituximab in combination with different chemotherapies, bavituximab with gemcitabine demonstrated a
positive safety profile in advanced cancer patients. Preclinical pancreatic cancer animal model studies show
gemcitabine increases the exposure of bavituximab’s PS target on tumor vasculature. In addition, this
combination therapy enhanced anti-tumor activity and potentially inhibited metastases without added toxicity.

Pancreatic Cancer Market Opportunity

Pancreatic cancer is the fourth leading cause of cancer death. There are approximately 105,000
pancreatic cancer patients treated annually in the U.S., Europe, and Japan. The current market for pancreatic
cancer therapeutics is approximately $700 million annually and is expected to approach $830 million annually
by 2019 according to independent market research estimates. Current treatment for pancreatic cancer patients
includes gemcitabine (Gemzar™) with or without erlotinib (Tarceva™). Patients treated with gemcitabine
typically have a time-to-progression of 2.1 months and median OS of only 5.7 months.

Investigator-Sponsored Trials (“IST”) Program

In addition to our Company-sponsored trials, we initiated an investigator-sponsored trial (“IST””) program
for bavituximab as a cost-effective way of generating additional clinical data on bavituximab’s broad therapeutic
potential. The investigator plans, designs, and conducts the study under their own Investigational New Drug
(“IND”) application. Our goal is to have investigators’ trials to be supported from a variety of public and private
sources, such as governments and foundations, and we will supply the clinical materials of our products produced
by our subsidiary Avid Bioservices and modest financial support, if necessary. These multiple small studies can
provide additional insight into bavituximab’s mechanism of action, augment our safety database, and evaluate new
combination therapy approaches to treating cancer patients. The ISTs initiated to date include:

* Phase I/II trial evaluating bavituximab combined with sorafenib (Nexavar®) in up to 50 patients with
advanced liver cancer (hepatocellular carcinoma, or HCC).

* Phase I/II trial evaluating bavituximab combined with cabazitaxel in up to 31 patients with second-line
castration resistant prostate cancer (CRPC).

* Phase Ib trial evaluating bavituximab with pemetrexed and carboplatin in up to 25 patients with locally
advanced or metastatic NSCLC.

* Phase I trial evaluating bavituximab combined with paclitaxel in up to 14 patients with HER2-negative
metastatic breast cancer.



Cotara for the Treatment of Brain Cancer

Our novel single-treatment brain cancer therapy Cotara is our first agent based on our Tumor Necrosis
Therapy (“TNT”) technology platform. Cotara is a targeted monoclonal antibody conjugated to [odine 131, a
therapeutic radioisotope, that is administered as a single-infusion therapy directly into the tumor, destroying the
tumor from the inside out, with minimal exposure to healthy tissue. In four prior clinical studies, Cotara has
demonstrated encouraging survival, localization to the tumor, and an acceptable safety profile in patients with
brain cancer.

Cotara has been granted FDA/European Medicines Agency (“EMEA”) orphan drug status for GBM and
anaplastic astrocytoma and fast track designation in the U.S. for the treatment of recurrent GBM.

Cotara Phase II Trial in Recurrent GBM Patients

In our Phase II open-label, multicenter trial, 41 GBM patients at first relapse were enrolled and
received a single-treatment with Cotara. The primary endpoint was safety and tolerability of the maximum
tolerated dose, a single 25-hour interstitial infusion of 2.5 mCi/cc of Cotara. Secondary endpoints include
median OS, median PFS, and proportion of patients alive at six months after treatments. Current median OS
for patients treated with Cotara was 8.8 months (38 weeks), consistent with a prior Phase II trial. Currently,
the six-month, 12-month and 24-month survival estimates are 73%, 38% and 19%, respectively, and two
patients survived three years after a single treatment with Cotara.

Cotara was generally safe and well tolerated in this trial. The most common drug-related adverse
events (AEs) were neurologic in nature and most were managed with corticosteroids. Based on these data, we
are preparing for a planned meeting with the FDA in the fourth quarter of this year to define the optimal
registration path for Cotara.

Brain Cancer Market Opportunity

According to the American Cancer Society, in 2010 there were an estimated 22,020 malignant tumors
diagnosed and approximately 13,140 deaths attributed to brain or spinal cord cancer in the United States. The
most common type of brain cancer is GBM, which accounts for 60% of all malignant brain cancers. An
aggressive form of cancer, GBM is the deadliest form of brain cancer, with a five-year survival rate of only 3%.

Currently approved therapies for recurrent GBM include temozolomide (Temodar™), bevacizumb
(Avastin®™), and the Novo-TTF device.

Antiviral Franchise

Bavituximab for the Treatment of HCV Infection

Currently, we are conducting a randomized Phase II trial for previously untreated genotype 1 HCV
patients. In this multicenter, open-label trial, up to 66 patients will be randomly assigned to one of three
treatment arms. Patients will receive daily oral ribavirin (1000 mg) with either weekly bavituximab (0.3
mg/kg or 3 mg/kg) or pegylated interferon alpha-2a (180 pug) for up to 12 weeks and will be tested for safety
parameters and antiviral activity.

The primary endpoint of the study is the proportion of patients achieving early virologic response
(“EVR?”), an early predictor of which patients are likely to clear virus with continued treatment. EVR is
defined as a greater than or equal to 2 log reduction in HCV RNA after 12 weeks of treatment. Secondary
endpoints include safety, tolerability and HCV viral kinetics.

We initiated this study based on encouraging data from three Phase I studies and preclinical studies.
Our three clinical trials included a total of 78 patients and consistently demonstrated bavituximab
monotherapy was generally safe and well tolerated, with no dose-limiting toxicities and no maximum



tolerated dose reached. We reported data from a Phase Ib study at the European Association for the Study of
the Liver Annual Meeting in April 2011. This open-label, dose escalation study was designed to assess the
safety and pharmacokinetics of bavituximab in up to 24 patients coinfected with HCV and HIV who received
one of four dose levels of bavituximab (0.3, 1, 3, or 6 mg/kg) weekly for up to 8 weeks. Although not a
clinical study endpoint, HCV antiviral activity (=0.5 log10 reduction in HCV RNA) was observed in all
groups during therapy.

Preclinical research conducted by our researchers and collaborators demonstrate that PS becomes
exposed on the surface of a broad class of viruses known as enveloped viruses, as well as on the cells they
infect. Scientists studying bavituximab believe the drug’s mechanism of action may help reactivate the body's
natural immune defenses to destroy both the virus particles and the cells they infect. Since the target for
bavituximab is only exposed on diseased cells, healthy cells should not be affected by bavituximab.

HCV Market Opportunity

According to the World Health Organization, there are approximately 3.5 million HCV carriers
worldwide, with approximately 170 million chronically infected. Left untreated, HCV can cause cirrhosis of
the liver, liver cancer, and death. The current market for HCV therapeutics is expected to increase
substantially to $4.6 billion in 2019 according to an independent market survey. This future growth is
anticipated from the introduction of new therapies telaprevir (INCIVEK™) and boceprevir (Victrelis®),
although the cornerstone of the therapeutic regimen remains pegylated interferon alpha in combination with
ribavirin. Since pegylated interferon alpha causes severe side effects, we are seeking to develop bavituximab
in combination with ribavirin as a potentially more tolerable and at least as effective therapeutic regimen.

Mechanism of Action of Our Technology Platforms

Our three products in clinical trials fall under two technology platforms: PS-targeting technology and
Tumor Necrosis Therapy (“TNT”) technology.

PS-Targeting Technology Platform

Peregrine’s new class of PS-targeting therapeutics are monoclonal antibodies that target and bind to
components of cells normally found only on the inner surface of the cell membrane. This target is a specific
phospholipid known as phosphatidylserine (“PS”). Under stress or apoptosis, PS becomes exposed on the
surface of tumor blood vessels and on virus infected cells.

PS is a highly immunosuppressive molecule that inactivates immune responses. Bavituximab targets
and binds to exposed PS on tumor blood vessels and virally infected cells, and has been shown to reactivate
the immune system, restoring its ability to recognize and respond to tumors and viruses by blocking
PS-mediated immunosuppression.

Tumor Necrosis Therapy (“TNT”) Technology Platform

Peregrine’s targeted TNT technology uses monoclonal antibodies designed to bind to DNA/histone
H1 complex which is exposed primarily in the dead and dying cells that are present in abundance at the center
of tumors. TNT antibodies are capable of carrying a variety of therapeutic agents, including radioisotopes,
into the interior of solid tumors where they kill the tumor from the inside out. Peregrine’s lead TNT-based
brain cancer therapy is Cotara, an antibody conjugated to a therapeutic radioisotope that binds to the core of
the tumor mass and kills adjacent cells.

Government-Sponsored Programs

From June 2008 to April 2011, we performed preclinical development work with our PS-targeting
antibodies for the treatment of viral hemorrhagic fever (“VHF”) infections under a government contract with



the Transformational Medical Technologies of the U.S. Department of Defense’s Defense Threat Reduction
Agency. The contract expired in April 2011. During fiscal years 2011, 2010, and 2009, we recognized
$4,640,000, $14,496,000 and $5,013,000, respectively, in government contract revenue under this contract.

Preclinical Programs

We have historically developed several earlier-stage technologies that are intended to be used as an
adjuvant to improve the performance of standard cancer drugs, anti-angiogenesis agents, and vascular
targeting agents that complement our other anti-cancer platforms. In order to focus our efforts and resources
on our current later-stage clinical programs, we have curtailed our efforts in developing these preclinical
programs and we are actively seeking partners to further develop these technologies.

In-Licensing Collaborations

The following discussions cover our collaborations and in-licensing obligations related to our
products in clinical trials:

PS-Targeting Program (bavituximab)

In August 2001 and August 2005, we exclusively in-licensed the worldwide rights to the PS-targeting
technology platform from the UT Southwestern Medical Center at Dallas (“UTSWMC”), including
bavituximab. During November 2003, we entered into a non-exclusive license agreement with Genentech,
Inc. to license certain intellectual property rights covering methods and processes for producing antibodies
used in connection with the development of our PS-targeting program. During December 2003, we entered
into an exclusive commercial license agreement with Avanir Pharmaceuticals, Inc., (“Avanir”) covering the
generation of the chimeric monoclonal antibody, bavituximab. In March 2005, we entered into a worldwide
non-exclusive license agreement with Lonza Biologics (“Lonza”) for intellectual property and materials
relating to the expression of recombinant monoclonal antibodies for use in the manufacture of bavituximab.

Under our in-licensing agreements relating to the PS-targeting program, including the development of
bavituximab, we typically pay an up-front license fee, annual maintenance fees, and are obligated to pay
future milestone payments based on development progress, plus a royalty on net sales and/or a percentage of
sublicense income. The applicable royalty rate under each of the foregoing in-licensing agreements is in the
low single digits. The following table provides certain information with respect to each of our in-licensing
agreements relating to our PS-targeting program.

Total Milestones Potential Future

Agreement Expiration Incurred Milestone

Licensor Date Date To Date Obligations

UTSWMC August 2001 (D $ 98,000 $ 375,000

UTSWMC August 2005 ) $ 85,000 $ 375,000
Lonza March 2005 3) $ 64,000 4)

Avanir December 2003 (5) $ 50,000 $ 1,050,000

Genentech, Inc. November 2003  December 2018 $ 500,000 $ 5,000,000

Total $ 797,000 $ 6,800,000

(1) Expiration date of the license agreement occurs upon expiry of underlying patents. These patents, and certain related patent applications
that may issue as patents, are currently set to expire between 2019 and 2021.

(2) Expiration date of the license agreement occurs upon expiry of underlying patents. These patents, and certain related patent applications
that may issue as patents, are currently set to expire between 2023 and 2025.

(3) Expiration date of the license agreement is 15 years from first commercial sale or upon expiry of underlying patents, whichever occurs last.
To date, we have no commercial sales under the license agreement nor do we expect any commercial sales in the near future. The last
patent covered under this license agreement expires in November 2016.

(4) Infiscal year 2011, we incurred a milestone fee of 37,500 pounds sterling ($64,000 U.S.) upon commencement of patient enrollment in our



first randomized phase Il clinical trial, which amount will continue as an annual license fee thereafter; the annual license fee increases to
75,000 pounds sterling per annum (or approximately $125,000 U.S. based on the exchange rate at April 30, 2011) upon completion of
patient enrollment in our first randomized phase II clinical trial. In addition, in the event we utilize an outside contract manufacturer other
than Lonza to manufacture bavituximab for commercial purposes, we would owe Lonza 300,000 pounds sterling per year (or approximately
$500,000 U.S. based on the exchange rate at April 30, 2011).

(5) Expiration date of license agreement is 10 years from first commercial sale in each respective country. To date we have no commercial
sales under the license agreement nor do we expect any commercial sales in the near future.

Of the total potential future milestone obligations of $6,800,000, $6,400,000 would be due upon the
first commercial approval of a drug candidate developed under our PS-targeting program, including
bavituximab, with the technologies licensed pursuant to such license agreements.

During fiscal year 2011, we expensed $114,000 associated with milestone obligations under in-
licensing agreements covering our PS-targeting program, which is included in research and development
expense in the accompanying consolidated statements of operations. We did not incur any milestone related
expenses during fiscal years 2010 and 2009.

Tumor Necrosis Therapy (Cotara)

We acquired the patent rights to the TNT technology, including Cotara, in July 1994 after the merger
between Peregrine and Cancer Biologics, Inc. was approved by our stockholders. To date, no product
revenues have been generated from Cotara.

In October 2004, we entered into a worldwide non-exclusive license agreement with Lonza for
intellectual property and materials relating to the expression of recombinant monoclonal antibodies for use in
the manufacture of Cotara. Under the terms of the agreement, we will pay a royalty (in the low single digits)
on net sales of any products we market that utilize the underlying technology. In the event a product is
approved and we or Lonza do not manufacture Cotara, we would owe Lonza 300,000 pounds sterling per year
(or approximately $500,000 U.S. based on the exchange rate at April 30, 2011) in addition to an increased
royalty (in the low single digits) on net sales. In addition, upon completion of patient enrollment in our
Cotara Phase II clinical trial during fiscal year 2011, we incurred a milestone payment of 75,000 pounds
sterling (or $125,000 U.S.), which amount will continue as an annual license fee in fiscal year 2012 and
thereafter. Unless sooner terminated due to a party’s breach of the license agreement, the license agreement
with Lonza will terminate upon the last to occur of the expiration of a period of fifteen (15) years following
our first commercial sale of a product or the expiration of the last valid claim within the patents that are the
subject of the license agreement; provided that if after the expiration of the last claim but prior to the
expiration of the fifteen (15) year period, Lonza has publicly made available certain materials and know how,
then the agreement will terminate at such time as the materials and know how are made public.

Out-Licensing Collaborations
The following represents a summary of our key out-licensing collaborations:

In October 2000, we entered into a licensing agreement with Merck KGaA to out-license a segment
of our TNT technology for use in the application of cytokine fusion proteins. During January 2003, we
entered into an amendment to the license agreement, whereby we received an extension to the royalty period
from six years to ten years from the date of the first commercial sale. Under the terms of the agreement, we
would receive a royalty on net sales if a product is approved under the agreement. Merck KGaA has not
publicly disclosed the development status of its program.

In July of 2009, we entered into a patent assignment and sublicense agreement with Affitech A/S
(“Affitech”), whereby we licensed exclusive worldwide rights to develop and commercialize certain products
under our anti-VEGEF intellectual property portfolio, including the fully human antibody AT001/r84. During
fiscal years 2011 and 2010, we recognized revenue of $350,000 and $243,000, respectively, which amounts
are included in license revenue in the accompanying consolidated financial statements. During September



2010, we entered into a binding term sheet (“September Amendment”) to amend certain terms of the
worldwide license agreements for Brazil, Russia and other countries of the Commonwealth of Independent
States (“CIS”) to expedite the development of the fully human antibody AT001/r84 for these territories.
Under the amended terms, Peregrine and Affitech will reinvest their respective portions of any future
milestone payments to be received under the agreements for the countries of Brazil, Russia and the CIS
toward the further development of AT001/r84. In the event Affitech enters into a licensing deal for
ATO001/r84 in a major pharmaceutical market (defined as U.S., European Union, Switzerland, United
Kingdom and/or Japan), Affitech has agreed to reimburse us for our milestone payments that were applied to
the AT001/r84 program while Affitech will be eligible to be reimbursed for up to 50% of their development
costs in Brazil, Russia and CIS territories. The remaining terms of the original patent assignment agreement
and sublicense agreement remain unchanged, including milestone and royalty payments. As of April 30,
2011, we have not received any additional payments under the September Amendment.

In May 2010, we entered into an assignment agreement and a license agreement (collectively, the
“Agreements”) with an unrelated entity to develop our TNT technologies in certain Asia-Pacific Economic
Cooperation (APEC) countries. Under the terms of the agreements, we licensed certain non-exclusive and
exclusive rights and assigned certain exclusive development and commercialization rights under our TNT
program in certain APEC countries. We have retained exclusive rights to our TNT program in the United
States, European Union countries, and other select countries internationally. Under the terms of the
Agreements, we could receive low double digit royalties on net sales, as defined in the Agreements. No
revenue was recognized under the Agreements during fiscal year 2011.

Avid Bioservices, Inc., Integrated Biomanufacturing Subsidiary

Our wholly-owned subsidiary, Avid Bioservices, Inc. (“Avid”) is a Contract Manufacturing
Organization (“CMO”) that provides fully-integrated services from cell line development to commercial
current Good Manufacturing Practices (“cGMP”) biomanufacturing for Peregrine and Avid’s third-party
clients. Avid’s total revenue generated from third-party customers for fiscal years 2011, 2010, and 2009
amounted to $8,502,000, $13,204,000, and $12,963,00, respectively.

Avid manufactures cGMP commercial and clinical products and has over 10 years of experience
developing and producing monoclonal antibodies, recombinant proteins and enzymes in batch, fed-batch and
perfusion modes. Avid provides an array of contract biomanufacturing services, including contract
manufacturing of antibodies, recombinant proteins and enzymes; cell culture development; process
development; and testing of biologics for biopharmaceutical and biotechnology companies under cGMP. In
its cGMP manufacturing suite, Avid maintains four bioreactors: two 1,000 liter, a 300 liter, and a 100 liter.

Operating a ¢cGMP facility requires highly specialized personnel and equipment that must be
maintained on a continual basis. Prior to the formation of Avid, we manufactured our own antibodies for
more than 10 years and developed the manufacturing expertise and quality systems to provide the same
service to other biopharmaceutical and biotechnology companies.

The manufacturing of monoclonal antibodies and recombinant proteins under cGMP is a complex
process that includes several phases before the finished drug product is released for clinical or commercial use.
The first phase of the manufacturing process, called technology transfer phase, is to receive the production cell
line (the cells that produce the desired protein) and any available process information from the client. The cell
line must be adequately tested according to FDA guidelines and/or other regulatory guidelines to certify that it is
suitable for cGMP manufacturing.

The second phase of the process is in the manufacturing facility. Once the process is developed, pilot
runs are generally performed using smaller scale bioreactors, such as the 36 or 100 liter bioreactors, in order to
verify the process. Once the process is set, the process will be transferred to GMP manufacturing and a pilot
run(s) or full scale engineering run(s) will be performed to finalize manufacturing batch records. After
completing the pilot batch run(s), full-scale cGMP manufacturing is typically initiated. Once the cGMP run(s) is
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completed, batch samples are taken for various required tests, including sterility and viral testing. Once the test
results verify that the material meet specifications, the material and/or product is released for its intended use.

Each batch manufactured is tailored to meet the specific needs of Peregrine or the client. Full process
development from start to finish can take ten months or longer. All stages of manufacturing can generally take
from one to several weeks depending on the manufacturing method and process. Material or product testing and
release can take up to an additional three months to complete once the manufacturing process is complete.

Given its inherent complexity, necessity for detail, and magnitude (contracts may be into the millions
of dollars), contract negotiations and sales cycle for cGMP manufacturing services can take a significant
amount of time. Our anticipated sales cycle from client introduction to signing an agreement will take
anywhere from between six months to more than one year.

To date, Avid has been audited and qualified by large and small, domestic and foreign, biotechnology
companies interested in the production of biologic material for clinical trials and, as discussed below,
including for clinical and commercial use. Additionally, Avid has been audited by the European Regulatory
authorities, the U.S. Food and Drug Administration (“FDA”) and the California Department of Health.

In 2005, Avid was inspected by the FDA in a Pre-Approval Inspection (“PAI”’) supporting a New
Drug Application (“NDA”) for commercial application by a client company. The Los Angeles District FDA
office recommended to Washington that the facility be approved as a site for the Active Pharmaceutical
Ingredient (“API”) for the client company. The client’s NDA was in fact approved later in 2005 and includes
Avid as the source of the API. Avid is currently producing commercial material for the client company under
this approved NDA.

Government Regulation

Regulation by governmental authorities in the U.S. and other countries is a significant factor in our
ongoing research and development activities and in the production of our products under development. Our
products and our research and development activities are subject to extensive governmental regulation in the
U.S., including the Federal Food, Drug, and Cosmetic Act, as amended, the Public Health Service Act, also as
amended, as well as to other federal, state, and local statutes and regulations. These laws, and similar laws
outside the U.S., govern the clinical and non-clinical testing, manufacture, safety, effectiveness, approval,
labeling, distribution, sale, import, export, storage, record keeping, reporting, advertising and promotion of
our products, if approved. Violations of regulatory requirements at any stage may result in various adverse
consequences, including regulatory delay in approving or refusal to approve a product, enforcement actions,
including withdrawal of approval, labeling restrictions, seizure of products, fines, injunctions and/or civil or
criminal penalties. Any product that we develop must receive all relevant regulatory approvals or clearances
before it may be marketed in a particular country.

The regulatory process, which includes extensive pre-clinical testing and clinical trials of each clinical
candidate to study its safety and efficacy, is uncertain, takes many years and requires the expenditure of
substantial resources. We cannot assure you that the clinical trials of our product candidates under
development will demonstrate the safety and efficacy of those product candidates to the extent necessary to
obtain regulatory approval.

The activities required before a product may be marketed in the U.S., such as Cotara or bavituximab,
are generally performed in the following sequential steps:

1. Preclinical testing. This generally includes evaluation of our products in the laboratory or in animals
to determine characterization, safety and efficacy. Some preclinical studies must be conducted by
laboratories that comply with FDA regulations regarding good laboratory practice.

2. Submission to the FDA of an Investigational New Drug application (“IND”). The results of
preclinical studies, together with manufacturing information, analytical data and proposed clinical
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trial protocols, are submitted to the FDA as part of an IND, which must become effective before the
clinical trials can begin. Once the IND is filed, the FDA has 30 days to review it. The IND will
automatically become effective 30 days after the FDA receives it, unless the FDA indicates prior to
the end of the 30-day period that the proposed protocol raises concerns that must be resolved to the
FDA’s satisfaction before the trial may proceed. If the FDA raises concerns, we may be unable to
resolve the proposed protocol to the FDA’s approval in a timely fashion, if at all.

Completion of clinical trials. Human clinical trials are necessary to seek approval for a new drug or
biologic and typically involve a three-phase process. In Phase I, small clinical trials are generally
conducted to determine the safety of the product. In Phase II, clinical trials are generally conducted
to assess safety, acceptable dose, and gain preliminary evidence of the efficacy of the product. In
Phase I1I, clinical trials are generally conducted to provide sufficient data for the statistically valid
proof of safety and efficacy. A clinical trial must be conducted according to good clinical practices
under protocols that detail the trial’s objectives, inclusion and exclusion criteria, the parameters to be
used to monitor safety and the efficacy criteria to be evaluated, and informed consent must be
obtained from all study subjects. Each protocol must be submitted to the FDA as part of the IND.
The FDA may impose a clinical hold on an ongoing clinical trial if, for example, safety concerns
arise, in which case the study cannot recommence without FDA authorization under terms sanctioned
by the Agency. In addition, before a clinical trial can be initiated, each clinical site or hospital
administering the product must have the protocol reviewed and approved by an institutional review
board (“IRB”). The IRB will consider, among other things, ethical factors and the safety of human
subjects. The IRB may require changes in a protocol, which may delay initiation or completion of a
study. Phase I, Phase II or Phase III clinical trials may not be completed successfully within any
specific period of time, if at all, with respect to any of our potential products. Furthermore, we, the
FDA or an IRB may suspend a clinical trial at any time for various reasons, including a finding that
the healthy individuals or patients are being exposed to an unacceptable health risk.

Submission to the FDA of a Biologics License Application (“BLA”) or New Drug Application
(“NDA”). After completion of clinical studies for an investigational product, a BLA or NDA is
submitted to the FDA for product marketing approval. No action can be taken to market any new drug
or biologic product in the U.S. until the FDA has approved an appropriate marketing application.

FDA review and approval of the BLA or NDA before the product is commercially sold or shipped.
The results of pre-clinical studies and clinical trials and manufacturing information are submitted to
the FDA in the form of a BLA or NDA for approval of the manufacture, marketing and commercial
shipment of the product. The FDA may take a number of actions after the BLA or NDA is filed,
including but not limited to, denying the BLA or NDA if applicable regulatory criteria are not
satisfied, requiring additional clinical testing or information; or requiring post-market testing and
surveillance to monitor the safety or efficacy of the product. Adverse events that are reported after
marketing approval can result in additional limitations being placed on the product’s use and,
potentially, withdrawal of the product from the market. Any adverse event, either before or after
marketing approval, can result in product liability claims against us.

In addition, we are subject to regulation under state, federal, and international laws and regulations

regarding occupational safety, laboratory practices, the use and handling of radioactive isotopes,
environmental protection and hazardous substance control, and other regulations. Our clinical trial and
research and development activities involve the controlled use of hazardous materials, chemicals and
radioactive compounds. Although we believe that our safety procedures for handling and disposing of such
materials comply with the standards prescribed by state and federal regulations, the risk of accidental
contamination or injury from these materials cannot be completely eliminated. In the event of such an
accident, we could be held liable for any damages that result and any such liability could exceed our financial
resources. In addition, disposal of radioactive materials used in our clinical trials and research efforts may
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only be made at approved facilities. We believe that we are in material compliance with all applicable laws
and regulations including those relating to the handling and disposal of hazardous and toxic waste.

Our product candidates, if approved, may also be subject to import laws in other countries, the food
and drug laws in various states in which the products are or may be sold and subject to the export laws of
agencies of the U.S. government.

In addition, we must also adhere to current Good Manufacturing Practice (“cGMP”) and product-
specific regulations enforced by the FDA through its facilities inspection program. Failure to comply with
manufacturing regulations can result in, among other things, warning letters, fines, injunctions, civil penalties,
recall or seizure of products, total or partial suspension of production, refusal of the government to renew
marketing applications and criminal prosecution.

During fiscal year 1999, the Office of Orphan Products Development of the FDA determined that
Cotara qualified for orphan designation for the treatment of glioblastoma multiforme and anaplastic
astrocytoma (both brain cancers). The 1983 Orphan Drug Act (with amendments passed by Congress in
1984, 1985, and 1988) includes various incentives that have stimulated interest in the development of orphan
drug and biologic products. These incentives include a seven-year period of marketing exclusivity for
approved orphan products, tax credits for clinical research, protocol assistance, and research grants.
Additionally, legislation re-authorizing FDA user fees also created an exemption for orphan products from
fees imposed when an application to approve the product for marketing is submitted. A grant of an orphan
designation is not a guarantee that a product will be approved. Ifa sponsor receives orphan drug exclusivity
upon approval, there can be no assurance that the exclusivity will prevent another entity from receiving
approval for the same or a similar drug for the same or other uses.

Cotara was granted Fast Track designation by the FDA for the treatment of recurrent glioblastoma
multiforme. This designation facilitates the development and expedites the review of new drugs that are
intended to treat serious or life-threatening conditions and that demonstrate the potential to address unmet
medical needs. The Fast Track mechanism is described in the Food and Drug Administra