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VECTURA GROUP PLC
- PRELIMINARY RESULTS FOR THE YEAR ENDED 31 MARCH 2007 -

Chippenham, UK — 23 May, 2007: Vectura Group plc (LSE: VEC) (“Vectura”), the pulmonary
product development company focused on respiratory and neurological diseases, today announces
its financial results for the year ended 31 March 2007.

Corporate Highlights

e Acquisition of Innovata plc concluded in January 2007 and successfully integrated

e  £45 million fundraising in July 2006

e Oral and dermal assets successfully spun-out to create PharmaKodex Limited in May
2006

Product Highlights

e NVA237 and QVA149 for COPD
0 Positive results of NVA237 Phase Ilb clinical trial announced in June 2006.
o0 Novartis indicated expectation to file NDA submissions for both NVA237 and
QVA149 in 2010
e VR315 for asthma
0 Major US generics collaboration announcement in December 2006
e VRO040 for Parkinson’s disease
0 Successful completion of proof of concept study announced in August 2006
¢ VROO0O4 for erectile dysfunction
0 Successful completion of two Phase Ilb studies in April 2007 and June 2006
e Major device deal signed with Boehringer Ingelheim, with €15 million upfront cash
paid in May 2006 plus additional royalties and milestones

Financial Highlights

e Total revenues up by 67%b to £14.1 million (2006: £8.4 million)
e Gross profit up by 67%b to £10.8 million (2006: £6.4 million)
e Loss per share of 4.4p, a 27% improvement on the previous year (2006: 6.0p)

e Cash of £77.5 million at 31 March 2007 (£16.8 million at 31 March 2006)

Announced Today

e Successful completion of second Phase lla study of VR776 for premature
ejaculation

Dr Chris Blackwell, Chief Executive of Vectura, commented:

“This has been a successful twelve months in which we continued to demonstrate our ability to
deliver major licensing deals with international pharmaceutical companies, as well as
announcing positive clinical results on a number of our lead products. The acquisition of
Innovata, completed at the beginning of this year, has proved to be an excellent strategic fit,
with the two companies combining to give Vectura a significant revenue stream from marketed
products, a deep drug development pipeline, a wide range of partners and financial strength.
The next twelve months will see further advances in our product development as we continue to
drive the value of our portfolio. We also look forward to our forthcoming move from AIM to the
Main Exchange in London, where we believe we will see additional liquidity and a higher profile
with investors.”



- Ends -

Vectura's Chief Executive Chris Blackwell and Chief Financial Officer Anne Hyland will discuss the
Company's results at an analyst/investor presentation and conference call today at 9:30 a.m.
GMT.

The conference call may be accessed by dialling:

International dial in: +44 (0) 1452 542 300
UK Free Phone: 0800 953 1444
Conference ID: 1256772

A replay facility will be available for 7 days following the call by dialling:

International dial in: +44 (0) 1452 550 000
UK Free Phone: 0800 953 1533
Replay access number: 1256772

Enquiries:

Vectura Group plc Tel: + 44 (0) 1249 667700

Chris Blackwell, Chief Executive

Anne Hyland, Chief Financial Officer

Julia Wilson, Director of Investor Relations & Corporate Communications

Financial Dynamics Tel: + 44 (0) 207 831 3113
David Yates / John Gilbert

Notes for Editors:

About Vectura

Vectura is a pulmonary drug development company focused principally on the development of a
range of inhaled therapies for the treatment of respiratory and neurological diseases. The
Company targets opportunities where optimised delivery via the lungs can provide significant
benefits, such as a rapid onset of action, improved efficacy and improved tolerability compared
with current therapies.

Vectura has eight marketed products and a portfolio of drugs in clinical and pre-clinical
development, some of which have been licensed to major pharmaceutical companies. The
Company also seeks to develop certain programmes further through development to optimise
value at a later licensing stage. Vectura also offers its formulation and inhalation capabilities to
other pharmaceutical companies on a licensing basis where this complements Vectura’s business
strategy.

Vectura has development collaborations with a broad range of pharmaceutical companies
including Boehringer Ingelheim, Novartis and Chiesi. The acquisition of Innovata in January 2007
brought established alliances with a number of additional companies, such as Baxter, GSK, Merck
KGaA, UCB and Otsuka as well providing revenue streams, complementary products and critical
mass.

For further information, please visit Vectura’'s website at www.vectura.com




This press release contains “forward-looking statements,” including statements about the
discovery, development and commercialisation of products. Various risks may cause Vectura’'s
actual results to differ materially from those expressed or implied by the forward-looking
statements, including adverse results in clinical development programs; failure to obtain patent
protection for discoveries; commercial limitations imposed by patents owned or controlled by third
parties; dependence upon strategic alliance partners to develop and commercialise products and
services; difficulties or delays in obtaining regulatory approvals to market products and services
resulting from development efforts; the requirement for substantial funding to conduct research
and development and to expand commercialisation activities; and product initiatives by
competitors. As a result of these factors, prospective investors are cautioned not to rely on any
forward-looking statement. We disclaim any intention or obligation to update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise.



CHAIRMAN'’S AND CHIEF EXECUTIVE’S REVIEW

Overview

This year has been a year of positive achievement in our evolving business strategy, culminating
in the acquisition of Innovata plc. Our goal of becoming a sustainable, self-funding principal
player in the development of pulmonary pharmaceutical products has been further strengthened
by this acquisition. We also benefit from continuing revenue streams on eight marketed
products and milestones on the Innovata licensing deals currently in place. The combination of
the two companies has resulted in a leading pulmonary development company with the skills
and resources to leverage a product pipeline of considerable potential, as well as a broader
range of formulation and device capabilities. We believe that our shareholders, our employees
and our collaborative partners will benefit from the enhanced strength and reputation of the
enlarged Vectura Group.

The integration of Innovata has been successfully completed and we have combined the
accomplishments of both companies and created a foundation on which to build. The synergies
from bringing together the complementary skill sets of inhaled product development into one
group are already visible and we have also added to our expertise through the benefits of the
Innovata clinical development and regulatory affairs departments; areas where we had
previously relied solely on external consultants.

In addition to the acquisition, we have continued to make progress with solid advances in the
product pipeline, progress on technology out-licensing, and a 67% increase in revenues to
£14.1 million. The period started with our global licensing agreement with Boehringer
Ingelheim, which was signed in April 2006, providing considerable validation for our device
technologies and expertise. In December we concluded our US licensing deal for VR315, with
the product now partnered in both the US and Europe.

Strategy
Vectura is targeting the treatment of respiratory and neurological diseases.

The Company has a broad clinical portfolio that combines valuable mid and late stage
programmes with high potential, earlier stage opportunities and has a wide range of device and
formulation technologies addressing large and fast growing market sector.

The respiratory development pipeline comprises inhaled formulations of both branded and
generic products for the treatment of asthma, chronic obstructive pulmonary disease (COPD)
and cystic fibrosis (CF).

In the neurological area, Vectura is exploiting its pulmonary delivery technology for indications
such as Parkinson’s disease and migraine, and is exploring additional opportunities for future
development.

Vectura’s goal is to be a cash generative business that creates value for its stakeholders. To
achieve this goal, Vectura is:

e Developing pulmonary products using its proprietary device and formulation
technologies, expertise and know-how, to advance programmes to clinical proof-of-
concept, and

o for selected products in respiratory and neurological illness, Vectura plans to
further develop/co-develop in-house to regulatory approval in order to capture
maximum value for the Company and its shareholders

o for the products which address larger markets, Vectura will out-licence the
products to major pharmaceutical companies that have appropriate financial
resources and existing sales and marketing infrastructures, with Vectura’s
return being milestones and royalties

e Entering into a number of technology collaborations with pharmaceutical company
partners to exploit both the generic and branded markets for the joint development of
high value pulmonary product opportunities and

e Continuing to build the pulmonary franchise through internal innovation alongside the
Company’s strategy of exploring opportunities for the acquisition of products,
technologies or businesses that support these goals.



DEVELOPMENT PIPELINE

Respiratory development products

Vectura has a strong respiratory franchise with six products in clinical development, as well as
five marketed products from which it is generating revenues.

Product Indication Description Status Partner
NVA237 COPD Long-acting muscarinic antagonistPhase 11 Novartis
(LAMA)
QVA149 COPD Combination of NVA237 and a Novartis
long-acting beta agonist (LABA) Phase |11
(QAB149)
VR315 Asthma/COPD Generic combination product In preparation for Undisclosed
Phase 111
Duohaler® Asthma/COPD Generic combination product In preparation for Undisclosed
Phase 111
Duohaler® Asthma/COPD Generic combination product In preparation for Undisclosed
Phase 111
Bl Various DPI for respiratory products Pre-clinical Boehringer
Collaboration Ingelheim
VR496 CF/COPD Mucolytic/anti-inflammatory Pre-clinical —
Budesonide Asthma Budenoside delivered in Phase 111 Japan,
Clickhaler® Clickhaler® Undisclosed

NVA237 for COPD

NVA237 is an inhaled, locally-acting treatment for mild, moderate and severe COPD. It is being
developed as a novel, proprietary DPI formulation of an existing off-patent compound,
glycopyrronium bromide. Vectura developed NVA237 in collaboration with Sosei Co Ltd (Sosei),
applying PowderHale®, its proprietary formulation technology, to improve delivery to the lungs.
Vectura and Sosei licenced NVA237 to Novartis International Pharmaceuticals Limited (Novartis)
in April 2005.

NVA237 is a once-daily, long-acting, rapid onset muscarinic antagonist (LAMA) that has recently
concluded a Phase Ilb trial. Novartis intends to launch NVA237 as a differentiated LAMA for
treating COPD, with improved benefits for patients compared with existing therapies.

In June 2006, Vectura and Sosei announced the successful completion of a Phase Ilb trial to
evaluate the efficacy, safety and dose response of NVA237 in patients diagnosed with COPD
over a four-week period. This study demonstrated the bronchodilatory efficacy and durability of
NVA237.

COPD, the world’s fourth largest cause of death, is a chronic obstruction of the airways which is
caused primarily by smoking. It is estimated that COPD occurs in over 6% of the US population
and that at least one in eight smokers suffers from the condition. The current market for COPD
drug therapy is estimated to be worth $5 billion a year and is predicted to grow to $11 billion by
2011.

Novartis has a reputation as a world leader in the treatment of respiratory diseases. With its
commitment to NVA237, and the potentially beneficial combination of NVA237 with its
bronchodilator QAB149, it is an ideal licensing partner for Vectura. Under the terms of the
Novartis agreement, Vectura and Sosei each received an initial payment of $15 million (£7.9



million) in April 2005. Clinical, regulatory and commercialisation milestones will be payable upon
the achievement of pre-agreed targets, which could reach $172.5 million for each company for
both monotherapy and combination products. The initial payment and potential milestones
therefore could total up to $375 million.

In addition, royalties on product sales will be paid for the monotherapy and the combination
product.

Novartis has indicated that it expects to file an NDA submission for NVA237 in 2010.
QVA149 for COPD

QVA149 comprises the combination of NVA237 with Novartis’ long-acting (once-daily) beta-
agonist (LABA), indacaterol (or QAB149) which is currently in Phase Ill development. QVA149
is one of the most advanced once daily LAMA/LABA combinations in development and could be
the first such combination to come to market for COPD. Indacaterol has been shown to have a
similar rapid onset to NVA237 and to benefit lung function for a 24 hour period. The dual
activity of a muscarinic antagonist and an adrenergic agonist promises to be a potent
bronchodilator and, with convenient once-daily dosing, would have the potential to address a
large unmet need for COPD patients.

Novartis has indicated that it expects to file an NDA submission for QVA149 in 2010.
VR315 for asthma

VR315 is an inhaled combination asthma therapy that is being developed as a generic product
using GyroHaler® as the delivery device. Vectura licensed the European rights for VR315 to an
undisclosed leading international pharmaceutical company in March 2006. The US rights were
licensed to an undisclosed leading international pharmaceutical company in December 2006.

Combination therapy for asthma is the biggest and fastest growing sector of the asthma market
with annual sales currently exceeding $8 billion.

Duohaler®

Vectura has two exclusive agreements with a leading European pharmaceutical company for the
marketing and distribution in Europe and other specified countries (excluding the US and Japan)
of two Duohaler® products, each of which combines established respiratory drugs.

Boehringer Ingelheim Collaboration

Most treatments for asthma and COPD are delivered by inhalation. Global markets for these
treatments are valued in excess of $17 billion today and are forecast to grow to over $28 billion
by 2010. Dry powder inhalers are increasingly the first choice for patients with these diseases
and it is expected that DPIs will be used to deliver the majority of the drugs sold in these
markets by 2010. There is, therefore, a growing demand for dry powder inhalers, particularly
those that can deliver high performance and consistent doses. Vectura believes that its device
and formulation technologies are well placed to capture a significant market share, as they can
provide critical benefits which are needed by both patients and regulatory authorities.

In April 2006, Vectura agreed a worldwide collaboration, development and licence agreement
with Boehringer Ingelheim to develop a DPI as a tailored Boehringer Ingelheim device. It will
deliver a range of their proprietary respiratory products, mainly for treating asthma and COPD.
Under the non-exclusive agreement, the Company will work with Boehringer Ingelheim on the
continued development of the inhaler until around the end of the year. After this, Boehringer
Ingelheim will be responsible for any further development, manufacturing and clinical trial use
with their proprietary compounds, and the commercialisation of these products. Vectura will
receive milestones and royalties on sales of the products commercialised using the device.



VR496 treatment for Cystic Fibrosis (CF) and COPD

VR496 is being developed as an inhaled, locally-acting treatment for CF, with the potential to be
developed as a therapy for COPD. VR496 is formulated using PowderHale® and is expected to be
delivered with GyroHaler®. The active component of VR496 is an off-patent drug that has been
approved worldwide as a parenteral treatment for other indications. A significant literature
database describes the multi-modal and complementary pharmacological properties of the
active molecule that is relevant to the treatment of CF and COPD, with mucolytic, anti-
inflammatory, bronchodilatory and anti-infective activity being particularly relevant.

Based on this, Vectura believes VR496 may satisfy the need for a safe and effective and
treatment for CF and COPD.

The European Medicines Agency (EMEA) and US Food Drug Administration (FDA) have
designated VR496 an orphan drug. The EMEA Scientific Advice procedure for orphan drugs will
facilitate design of the first VR496 clinical study and development thereafter. Vectura anticipates
receiving EMEA approval to begin at the turn of the year.

Vectura has developed an inhalable dry powder formulation of VR496 using PowderHale® and in-
vitro studies have confirmed the mucolytic and anti-inflammatory properties of VR496.

VR496 for CF is a product that Vectura plan to take through Phase 1l clinical trials unpartnered.
VR496 also has potential use for COPD patients and we currently intend out-licensing the COPD
indication following completion of our Phase Il programme. We expect there will be advantages
of working with a partner on the COPD indication while we progress the CF indication
independently.

Clickhaler® with budesonide for Japan

Vectura has an exclusive agreement with an undisclosed Japanese pharmaceutical company for
the marketing rights to the Clickhaler® for use with budesonide in Japan. Under the agreement,
Vectura supplies devices on commercial terms and could receive milestone payments based on
its successful clinical and regulatory development and royalty payments on future sales. The
Japanese pharmaceutical company is undertaking the clinical development of the Clickhaler®
with budesonide for which Phase 111 trials have been undertaken.

Neurological development products

Vectura currently has two products in full development in its neurology franchise.

Product Indication Description Status Partner
VR040 Parkinson’s disease Inhaled apomorphine Phase 11
VR147 Migraine Inhaled neurovascular agent Pre-clinical

VRO040 treatment for Parkinson’s disease (PD)

VRO40 is an inhaled, systemically acting product for treating “off’ episodes associated with
advanced PD that do not respond to oral treatment. The active ingredient in VR040,
apomorphine hydrochloride, has previously been approved in Europe (APO-go®) and more
recently in 2004 in the US (Apokyn®) for treating “off” episodes. Both products are available as
solutions for subcutaneous injection and, in Europe, for subcutaneous infusion. VR040 uses a
Vectura proprietary DPI formulation, which is delivered by oral inhalation using Vectura’s
Aspirair® device.

EMEA has designated VR040 an orphan drug. Vectura will be using the EMEA Scientific Advice
procedure to progress the VR040 development programme.



The clinical and pre-clinical studies conducted in support of VR004 (Vectura’s inhaled
apomorphine product in development for erectile dysfunction) are highly relevant to the VR040
development programme as the two products have the same active ingredient administered in
different dose ranges. In particular, the successfully completed VR0O04 28 day inhalation
toxicology study allowed the immediate progression of VR040 into Phase Il clinical evaluation.

The successful results of the Phase Ila proof-of-concept clinical study for VRO40 were reported
in August 2006. This was a single centre, randomised, double blind, ascending dose, placebo-
controlled, parallel group study evaluating VRO40 in 24 PD patients. Vectura is currently
carrying out a second Phase 11 clinical study to establish optimal doses. Vectura retains the
opportunity to take VR040 to registration and/or to licence-out development and
commercialisation rights for VR0O40 in major territories.

VR147 for migraine

Vectura is considering a number of compounds with potential to treat migraine via inhaled
delivery. The first product will enter clinical development in mid-2007. The advantage of an
inhaled route of delivery, particularly the rapid onset of action, is expected to provide key
benefits to migraine patients.

Other development products

Vectura is developing products for sexual dysfunction and has an inhaled insulin product for
diabetes. The Company anticipates that any future development with these products will be
undertaken in conjunction with partners.

Product Indication Description Status Partner

VRO04 Erectile Inhaled apomorphine Phase IIb completed
dysfunction

VR776 Premature Inhaled product which acts via Phase lla
ejaculation 5HT- and noradrenergic-
mediated pathways in the brain

VR400 Female sexual Inhaled apomorphine This is the same active
dysfunction ingredient as VR004.
To be out-licensed with
VR004
Inhaled Diabetes Rapidly-acting inhaled insulin Phase |
insulin

VROO04 for the treatment of erectile dysfunction (ED)

VROO0O4 is an inhaled, systemic product for treating mild, moderate and severe ED. As with
VRO040, the active ingredient is apomorphine hydrochloride, previously approved in Europe for
treating ED as a sublingual tablet by TAP. VRO004 is formulated in a proprietary Vectura
formulation and delivered using Vectura’s Aspirair® device.

VR0O04 has completed a Phase lla clinical study that demonstrated efficacy and a rapid onset of
action in ED patients at doses that produced no serious adverse events. Two further Phase Ilb
clinical trials were completed over the last 12 months, assessing VR0O04 in a larger population in
the “at home” setting. The trials have identified an effective dose range associated with an
acceptable side-effect profile and Vectura is now seeking licensing partners for the product.



VR776 for the treatment of premature ejaculation (PE)

VR776 is a Vectura proprietary inhaled, systemic treatment for PE in which the active ingredient
is an off patent neuro-active drug approved worldwide for treating other indications. VR776 is
formulated using PowderHale® and delivered with Aspirair®.

The utility of the active ingredient of VR776 for PE is described in published data, but is
generally taken as an oral tablet 3-6 hours before intercourse. The delivery of VR776 via the
lungs will provide rapid delivery of VR776 into the blood stream with the expectation of a rapid
onset of clinical effect, offering significant clinical benefit. Currently, no product is licensed in the
US or EU specifically for the treatment of PE, although a number of products are in
development.

Vectura has completed pre-clinical toxicology studies, and a first-time-in-man study. A
successful Phase lla proof-of-concept study was announced in May 2007.

Inhaled insulin

Vectura is developing an inhaled insulin product in a joint venture (QDose) with MicroDose
Technologies Inc. The Company will be seeking licensing partners for this product when the
current Phase | trial is complete.

Other interests in non-pulmonary products

Vectura has a broad-based patent licence with GSK that permits GSK to use certain Vectura
formulation and delivery patents for vaccines delivered onto, into and across the skin. The
Company has also granted a licence to Profibrix BV to use its patents for the development of
Fibrocaps®, a novel dry powder tissue sealant that stops acute and severe bleeding after trauma
injury or elective surgery.

MARKETED PRODUCTS

Vectura has three marketed products licensed to Baxter as well as five marketed products in its
key respiratory franchise.

Product Indication Description Status Partner
® .
ADVATE Haemophiliaserum'free recombinant factor VIII - oteq Baxter
A worldwide
® - - .
Adept Prevention 4% icodextrin solution Marketed — US and Baxter
of surgical Europe
adhesions
Extraneal™ pgritoneal  SOlUtion containing icodextrin Marketed - Baxter
dialysis worldwide
® ; ; ; ®
Asmasal Asthma Salbutamol delivered in Clickhaler Marketed in UK UCB S.A.
France and Ireland
® . .
Asmabec Asthma Bgclometig@asone delivered in Marketed in UK UCB S.A.
Clickhaler France and Ireland
. . . . . ®
CB:ﬁdkerTolsud@e Asthma Budenoside delivered in Clickhaler Marketed in certain Merck
Ickhaler European countries Respiratory
f . . ®
(F:Io_rrli\r(])t;sr% Asthma Formoterol delivered in Clickhaler Marketed in certain Merck
Ickhaier European countries Respiratory
Mgptln » Asthma Meptin delivered in Clickhaler Marketed in Japan Otsuka
Clickhaler

Pharmaceutical
Co



ADVATE®

In 2000, Baxter was granted exclusive and non-exclusive worldwide rights to use Vectura’'s
stabilisation patents and has utilised the technology in its serum-free recombinant Factor VIII,
ADVATE®. ADVATE® is indicated for the treatment of haemophilia A and is marketed by Baxter
worldwide. Vectura receives royalties on sales of ADVATE®. Sales have increased to over $850
million in 2006, compared to 2005 sales of $600 million and projected sales for 2007 are in
excess of $1.1 billion

Adept®

Adept® is a 4 per cent. icodextrin solution used during surgery to prevent post-surgical
adhesions, a frequent complication following gynaecological and other abdominal surgery which
is a major surgical problem. It has been used for this purpose in Europe since 2000. Vectura
signed a global licence deal with Baxter for the manufacturing and distribution of Adept® in
December 2005.

On 1 August 2006, Baxter announced that the FDA had approved Adept® adhesion reduction
solution for intraperitoneal use as an adjunct to good surgical technique for the reduction of
post-surgical adhesions in patients undergoing gynaecological laparoscopic adhesiolysis. Adept®
was launched by Baxter in the US in October 2006.

Extraneal®

Extraneal® is a peritoneal dialysis solution containing icodextrin, licenced to Baxter in 1996 and
which Baxter now markets worldwide. The product has been launched in over 45 countries
worldwide including, in 2003, the major markets of the US and Japan. From September 2006,
Vectura no longer receives royalties on the sales of Extraneal® in Europe but continues to
receive royalties on sales in the US, Japan and the rest of the world.

Asmasal® and Asmabec®

The Clickhaler® is a multi-dose, single reservoir dry powder inhaler (DPI) using proven
technology. Two Clickhaler® products for the treatment of asthma, Asmasal® containing
salbutamol and Asmabec® containing beclomethasone, are marketed by UCB S.A. in UK, France
and Ireland.

Budesonide Clickhaler® and Formoterol Clickhaler®

Two further Clickhaler® products for the treatment of asthma the Budesonide Clickhaler® and
the Formoterol Clickhaler®, are marketed by Merck Respiratory (the respiratory unit of Merck
KGaA) in certain European countries.

Meptin Clickhaler®

A fifth product, Meptin Clickhaler®, is marketed in Japan by Otsuka Pharmaceutical Co Ltd
(Otsuka) and is for the delivery of its asthma treatment, procaterol.

Vectura receives royalties and/or product margin on these Clickhaler®products and continues to
explore licensing opportunities for Clickhaler® products in other countries. Vectura also supplies
the Clickhaler devices to these licesees and also earns a margin on these device sales.



