To my fellow shareholders:

It has been approximately six months since we completed the merger between C3J Therapeutics and
AmpliPhi Biosciences, and | am pleased to report that the complementary capabilities and synergies that
we envisioned when we brought these two companies together are being realized as anticipated. We
have created what we believe to be a leader in the discovery and development of both natural and
synthetic bacteriophage or “phage” therapeutics to combat multi-drug resistant bacterial infections.
These infections have become a global public health crisis that is leading to increased morbidity and
mortality while at the same time burdening healthcare systems with significant costs.

Bacteriophage are a type of naturally occurring virus that infect and kill bacteria. Unlike antibiotics, they
are targeted to kill specific strains of bacteria. Although phage therapy was discovered in the early
1900’s it has not been widely used in most Western societies, especially since the introduction of
antibiotics. There has been renewed interest in phage-based therapies in recent years, however, given
the increased incidence of bacteria that have evolved to resist most currently available antibiotics.

The successful Key Opinion Leader meeting that we held in June featured a presentation by Robert
"Chip" Schooley, MD, Professor of Medicine and infectious disease physician at the University of
California, San Diego (UCSD) School of Medicine, UCSD's Senior Director of International Initiatives, and
Vice Chair of Academic Affairs in the Department of Medicine. Dr. Schooley has over 30 years of
experience in the development of anti-infective therapies and has led the treatment of critically ill
patients using bacteriophage therapeutics under FDA-allowed Emergency Investigational New Drug
applications (EINDs). It was indeed powerful to hear first-hand the positive impact that phage-based
therapeutics can have in a real-world clinical setting with patients that otherwise have limited remaining
options. In addition to these patients with life-threatening multi-antibiotic resistant infections, we
believe there are opportunities for phage to be used in prophylactic settings to prevent infectious
diseases, and perhaps other illnesses. We believe we are in the right place at the right time.

We recently announced the development of a new phage candidate, AP-PA02, to treat Pseudomonas
aeruginosa. This bacterial pathogen causes difficult-to-treat respiratory infections that are particularly
problematic for cystic fibrosis patients given their already compromised immune system. P. aeruginosa
is widely recognized by the U.S. Centers for Disease Control and other public health agencies as among
the most dangerous pathogens in terms of growing antibiotic resistance. AP-PAQ2 is uniquely comprised
of a mixture of multiple complementary bacteriophages that provide improved host range, increased
potency and superior resistance prevention. AP-PAO2 is just one example of the novel candidates to
emerge from Armata’s robust research and development capabilities, and significantly improved upon
our original P. aeruginosa phage product candidate, AP-PAO1. AP-PAO1 has been tested under an EIND
with some promising results.



To identify AP-PAQ2, we screened hundreds of P. aeruginosa clinical isolates against our extensive phage
library utilizing proprietary methods that identify optimal phage combinations with superior attributes.
The phage product discovery platform together with our world-class phage specific GMP manufacturing
facilities uniquely enable Armata to efficiently identify new therapeutic candidates. We continue to
advance preclinical studies of AP-PAQ2 with the goal of accelerating regulatory filings and commencing
human clinical trials shortly thereafter. The predecessor product to AP-PA02, AP-PAQ1, was recently
featured in the highly regarded and peer reviewed journal Infection after being used to successfully
treat a cystic fibrosis patient who had developed a multi-drug resistant bacterial infection. Based on this
case study and the compelling results seen to date in preclinical studies of the improved product, we
have elevated AP-PAQ02 to our highest priority program. We plan to initiate clinical studies in cystic
fibrosis patients and obtain clinical data from our first-in-human study in 2020. We intend to also
optimize a Pseudomonas phage product candidate for the treatment of bacterial pneumonia utilizing a
core set of phages derived from AP-PA02, with the goal of regulatory filing and clinical entry in 2020.

Using the same proprietary technigues that we employed to improve upon AP-PAO1, we have developed
an improved candidate for Staphylococcus aureus, AP-SA02. Improved patient outcomes are needed for
staphylococcal infections, particularly those caused by methicillin-resistant S. aureus, in settings such as
bacteremia, endocarditis and prosthetic joint infections, and we believe AP-SA02 could have a
meaningful impact in these indications. Given our priorities to devote internal resources to the
Pseudomonas respiratory indications mentioned above, clinical trials in S. aureus indications outside of
respiratory infections will not proceed until we secure third party funding. Having bacteriophage
products for S. aureus and P. aeruginosa would enable us to address the two most common pathogens
causing hospitalized pneumonia, therefore we plan to move AP-SA02 into respiratory clinical trials with
insight gained from the Pseudomonas pneumonia studies.

In parallel with these development activities, we continue to screen additional pathogens against our
phage library as we work to further expand our pipeline. Our collaboration with Merck is progressing
and reflects big pharma’s growing interest in phage therapy. We believe that as we identify new phage
product candidates and start to receive data read outs from our clinical trials, new partnering
opportunities will emerge and we would expect the market value of Armata to increase as a result.

In closing, | would like to thank the entire Armata team who have worked tirelessly to get us to this
point, and you, our shareholders, for your continued support. We are just getting started, and | am
excited about what the future holds for Armata. In next year alone, we believe we have multiple
opportunities for value creation for our shareholders, while developing novel therapeutics that can
potentially save lives. | look forward to keeping you apprised of our ongoing progress.

Sincerely,

Todd R. Patrick
Chief Executive Officer



Explanatory Note to Annual Report to Shareholders

In May 2019, Armata Pharmaceuticals, Inc. (NYSE American: ARMP) (“Armata”), a clinical-stage biotechnology
company focused on precisely targeted bacteriophage therapeutics for antibiotic-resistant infections, announced that
the merger between C3J Therapeutics, Inc. and Armata, formerly known as AmpliPhi Biosciences Corporation, had
closed.

Following the merger, we want to provide you with the most recent financial and business information of Armata.
Armata is providing you with copies of several documents, each previously filed with the U.S. Securities and
Exchange Commission (the “SEC”), which, in aggregate, we believe provide you with an updated overview of our
business and results of operations.

This document is comprised of the following Armata SEC filings*:
Tab 1: Definitive Merger Proxy Statement, filed with the SEC on April 4, 2019
Tab 2: Current Report on Form 8-K, filed with the SEC on May 10, 2019 (“Form 8-K”)
Tab 3: Amendment to Form 8-K, filed on July 24, 2019
Tab 4: Quarterly Report on Form 10-Q for the quarter ended June 30, 2019, filed on August 14, 2019

* The exhibits and attachments to these filings that are not included in this document are available on the SEC
website at www.sec.gov.
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To the Shareholders of AmpliPhi Biosciences Corporation:

You are cordially invited to attend a special meeting of the shareholders of AmpliPhi Biosciences
Corporation, a Washington corporation, which werefer to as“we”, “ AmpliPhi”, or the “Company”, which will be
held a 8:30 am., local time, on May 8, 2019, at Cooley LLP, 4401 Eastgate Mall, San Diego, California 92121, unless
postponed or adjourned to alater date. Thisisan important meeting that affects your investment in AmpliPhi.

On January 3, 2019, AmpliPhi and C3J Therapeutics, Inc. (“C3J") entered into an Agreement and Plan of
Merger and Reorganization (as amended, the “Merger Agreement”), pursuant to which Ceres Merger Sub, Inc., a
wholly owned subsidiary of AmpliPhi, will merge with and into C3J, with C3J surviving as awholly owned
subsidiary of AmpliPhi, and AmpliPhi common stock will beissued to the former C3J shareholders at the effective
time of such merger (the“Merger”). Immediately following the Merger, we anticipate that the securityhol ders of
AmpliPhi as of immediately prior to the Merger will own approximately 30% of the aggregate number of shares of
AmpliPhi common stock and the former C3J shareholders will own approximately 70% of the aggregate number of
shares of AmpliPhi common stock (in each case on afully diluted basis but using the treasury stock method and
excluding out-of-the-money options and out-of-the-money-warrants, and determined before accounting for the
financing transaction discussed below). The Merger has been unanimously approved by the boards of directors
of both companies and is expected to close in May 2019, subject to approval of AmpliPhi’s shareholders aswell as
other customary conditions.

On February 5, 2019, AmpliPhi and C3J entered into share purchase agreements with certain shareholders of
C3J (the“Investors”), pursuant to which AmpliPhi will sell, and the Investors have agreed to buy, in a private
placement, shares of AmpliPhi common stock immediately following the effective time of the Merger, having an
aggregate purchase price of $10.0 million (the “Financing”). The AmpliPhi shares of common stock to be issued in
the Financing will be sold at a price per share equal to $40.0 million divided by the total number of shares of
AmpliPhi’s common stock outstanding on afully diluted, as-converted basis, excluding out-of-the-money options,
out-of-the-money warrants, shares reserved for issuance under equity incentive plans that are not subject to
outstanding awards, and sharesissuablein the Financing. Immediately following the closing of the Merger and
the Financing, the former C3J securityholders (including the Investors) are expected to own approximately 76% of
the aggregate number of shares of AmpliPhi common stock (of which approximately 20% will be represented by
the shares issued in the Financing to the Investors) and the securityholders of AmpliPhi as of immediately prior to
the Merger are expected to own approximately 24% of the aggregate number of shares of AmpliPhi common stock
(onafully diluted basis but using the treasury stock method and in each case excluding out-of-the-money options
and out-of-the-money-warrants). Additionally, given that the cal culation of the price of the shares of AmpliPhi
common stock to be sold in the Financing istied to the number of shares outstanding immediately following the
effective time of the Merger, the price per share of common stock sold in the Financing could be a discount to the
closing price of our common stock as reported on the NY SE American on the execution date of the share purchase
agreements for the Financing, February 5, 2019.

At the effective time of the Merger, the officers of AmpliPhi will include Todd R. Patrick, the current chief
executive officer of C3J, who will become the chief executive officer of AmpliPhi, replacing Paul C. Grint, M.D., in
such capacity, Brian Varnum, Ph.D., the chief development officer of C3J, who will become the president and chief
development officer of AmpliPhi, Steve R. Martin, the current chief financia officer of AmpliPhi, who will retain his
position as chief financial officer, and Duane Morris, the vice president, operations of C3J, who will become the
vice president, operations of AmpliPhi. In addition, each of Louis Drapeau, Paul C. Grint, M.D., Wendy S. Johnson
and Vijay Samant will resign from AmpliPhi’ sboard of directors effective upon the effective time of the Merger,
and the designees of C3J pursuant to the
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Merger Agreement, Richard Bastiani, Ph.D., Richard Bear, H. Stewart Parker, Todd R. Patrick and Joseph M. Patti,
Ph.D. will be appointed to fill the vacancies created by the resignations of the current AmpliPhi directorslisted
above. Following the Merger, the headquarters of AmpliPhi will be located in Marinadel Rey, at C3J' s current
headquarters.

Shares of AmpliPhi common stock are currently listed on the NY SE American under the symbol “APHB.”
Prior to consummation of the Merger, AmpliPhi intendsto file an initial listing application with the NY SE American
pursuant to NY SE American “change of control” rules. After completion of the Merger, AmpliPhi will be renamed
“ Armata Pharmaceuticals, Inc.” and expectsto trade on the NY SE American under the symbol “ARMP.”

AmpliPhi isholding a special meeting of shareholders (the “ Special Meeting”) for the following purposes, as
more fully described in the accompanying proxy statement:

1. Toapprove the consummation of a Business Combination (as defined in AmpliPhi’ s amended and
restated articles of incorporation) pursuant to the Merger and the issuance of AmpliPhi common stock
at the effective time of the Merger, as contemplated by the Merger Agreement;

2. To approve the issuance of shares of AmpliPhi common stock having an aggregate purchase price of
$10,000,000 immediately following the effective time of the Merger in a private placement financing
transaction, as described in this proxy statement (the “Financing”);

3. Toapprove an amendment to AmpliPhi’s amended and restated articles of incorporation to effect a
Reverse Split of AmpliPhi’s common stock (the “ Reverse Split”) at aratio in the range of between 1-for-3
to 1-for-20, inclusive, with such ratio to be determined in the discretion of AmpliPhi’s board of directors
and with such Reverse Split to be effected prior to the effective time of the Merger;

4. To approve an amendment to AmpliPhi’s 2016 Equity Incentive Plan to increase the shares authorized
for issuance thereunder by 13,822,963 shares (without giving effect to the Reverse Split) (the “EIP
Amendment”);

5. To authorize the adjournment of the Special Meeting in order to permit the solicitation of additional
proxiesif there are not sufficient votes to approve Proposal Nos. 1 through 4 described above at the
time of the Special Meeting; and

6. Totransact any other business that may be properly brought before the meeting or any continuation,
adjournment or postponement thereof.

After careful consideration, AmpliPhi’sboard of directors has determined that the Merger isfair to, and in the
best interests of, AmpliPhi and its shareholders, has approved the Merger Agreement, the Merger, the issuance of
shares of AmpliPhi common stock to C3J s sharehol ders pursuant to the terms of the Merger Agreement and to
certain C3J shareholders pursuant to the Financing, the amendment to AmpliPhi’ s articles of incorporation to
implement the Reverse Split, the EIP Amendment, and the other actions contemplated by the Merger Agreement,
and has determined to recommend that the AmpliPhi shareholders vote to approve each of the proposal s set forth
in this proxy statement. Accordingly, AmpliPhi’s board of directors unanimously recommends that the AmpliPhi
shareholders vote FOR each of the Proposal Nos. 1 through 4 described above; and FOR the authorization to
adjourn the Special Meeting in order to permit the solicitation of additional proxiesif there are not sufficient votes
to approve Proposal Nos. 1 through 4 described above at the time of the Special Meeting.

Your voteisvery important, regardless of the number of sharesyou own. Whether or not you expect to
attend the Special Meeting in person, please complete, date, sigh and promptly return the accompanying proxy
card in the enclosed postage paid envel ope to ensure that your shares will be represented and voted at the Special
Meeting.

More information about AmpliPhi, C3Jand the proposed transactions is contained in this proxy statement.
AmpliPhi urges you to read the accompanying proxy statement carefully and in itsentirety. IN PARTICULAR,
YOU SHOULD CAREFULLY CONSIDER THE MATTERS DISCUSSED UNDER “RISK FACTORS' BEGINNING
ON PAGE 24.
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AmpliPhi is excited about the opportunities the Merger bringsto its shareholders, and thanks you for your
consideration and continued support.

Sincerely,

s

V'L

Jeremy Curnock Cook
Chairman of the Board of Directors

Neither the Securitiesand Exchange Commission nor any state securities commission has approved or
disapproved the Merger or the Financing described in this proxy statement or the AmpliPhi common stock to be
issued in connection with the Merger or the Financing or passed upon the adequacy or accuracy of this proxy
statement. Any representation to the contrary isacriminal offense.

The accompanying proxy statement is dated April 4, 2019, and isfirst being mailed to AmpliPhi shareholders
on or about April 5, 2019.
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AMPLIPHI BIOSCIENCES CORPORATION

3579 Valley CentreDrive, Suite 100
San Diego, California 92130
(858) 829-0829

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO BEHELD ON MAY 8, 2019

Dear Shareholders of AmpliPhi Biosciences Corporation:

You are cordially invited to attend the Special Meeting (the “ Special Meeting”) of the shareholders of
AmpliPhi Biosciences Corporation (“AmpliPhi") to be held at 8:30 am., local time, on May 8, 2019, at Cooley LLP,
4401 Eastgate Mall, San Diego, California 92121, for the following purposes:

1. Toapprovethe consummation of a Business Combination (as defined in AmpliPhi’ s amended and
restated articles of incorporation) pursuant to the merger of Ceres Merger Sub, Inc., awholly owned
subsidiary of AmpliPhi, with and into C3J Therapeutics, Inc. (*C3J"), with C3J surviving as awholly
owned subsidiary of AmpliPhi (the “Merger”), and the issuance of AmpliPhi common stock at the
effective time of the Merger, as contemplated by that certain Agreement and Plan of Merger and
Reorganization, dated January 3, 2019, by and among AmpliPhi, Ceres Merger Sub, Inc. and C3J, as
amended on March 25, 2019 (the “Merger Agreement”);

2. To approve the issuance of shares of AmpliPhi common stock having an aggregate purchase price of
$10.0 million immediately following the closing of the Merger in a private placement financing
transaction, as described in this proxy statement (the “Financing”);

3. Toapprove an amendment to AmpliPhi’s amended and restated articles of incorporation to effect a
Reverse Split of AmpliPhi’s common stock (the “ Reverse Split”) at aratio in the range of between 1-for-3
to 1-for-20, inclusive, with such ratio to be determined in the discretion of AmpliPhi’sboard of directors
and with such Reverse Split to be effected prior to the effective time of the Merger;

4.  To approve an amendment to AmpliPhi’s 2016 Equity Incentive Plan to increase the shares authorized
for issuance thereunder by 13,822,963 shares (without giving effect to the Reverse Split) (the “EIP
Amendment”);

5. To authorize the adjournment of the Special Meeting in order to permit the solicitation of additional
proxiesif there are not sufficient votes to approve Proposal Nos. 1 through 4 described above at the
time of the Special Meeting; and

6. Totransact any other business that may be properly brought before the Special Meeting or any
continuation, adjournment or postponement thereof.

The board of directors of AmpliPhi hasfixed March 21, 2019 as the record date for the determination of
sharehol ders entitled to notice of, and to vote at, the Special Meeting and any adjournment or postponement
thereof. Only holders of record of shares of AmpliPhi common stock at the close of business on the record date
are entitled to notice of, and to vote at, the Special Meeting. At the close of business on the record date, AmpliPhi
had 32,774,690 shares of common stock outstanding and entitled to vote.

Your voteisimportant. The affirmative vote of at least 51% of the outstanding shar es of AmpliPhi common
stock on therecord date for the Special Meeting isrequired for approval of Proposal No. 1. The affirmative vote
of amajority of the outstanding shares of AmpliPhi common stock on therecord datefor the Special Meeting is
required for approval of Proposal No. 3. The affirmative vote of the majority of votes properly cast on Proposal
Nos. 2, 4and 5isrequired for approval of Proposal Nos. 2, 4 and 5. We encourage you to read this proxy
statement car efully. If you have any questions or need assistance voting your shares, please call our proxy
solicitor, Alliance Advisors, LLC, at 1-844-670-2134.

Even if you plan to attend the Special Meeting in per son, AmpliPhi requeststhat you sign and return the
enclosed proxy card or grant your proxy by telephone or through the Internet to ensurethat your shareswill be
represented at the Special Meeting if you are unableto attend.
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By Order of the Board of Directors of
AmpliPhi Biosciences Corporation,

w ﬂ/ﬁ% b

Jeremy Curnock Cook

Chairman of the Board of Directors
San Diego, California

April 4, 2019

THE AMPLIPHI BOARD OF DIRECTORSHASDETERMINED AND BELIEVESTHAT EACH OF THE
PROPOSALSOUTLINED ABOVE ISADVISABLE TO, AND IN THE BEST INTERESTS OF, AMPLIPHI AND
ITSSHAREHOLDERS AND HAS APPROVED EACH SUCH PROPOSAL. THE AMPLIPHI BOARD OF
DIRECTORSRECOMMENDS THAT AMPLIPHI SHAREHOLDERSVOTE “FOR” EACH SUCH PROPOSAL.




TABLE OF CONTENTS

REFERENCESTO ADDITIONAL INFORMATION

This proxy statement incorporates important business and financial information about AmpliPhi that is not
included in or delivered with this document. Y ou may obtain this information without charge through the
Securities and Exchange Commission (the “SEC”) website (www.sec.gov) or upon your written or oral request by
contacting the Chief Financial Officer of AmpliPhi Biosciences Corporation, 3579 Valley Centre Drive, Suite 100,
San Diego, California 92130, or by calling (858) 829-0829.

Y ou may also request information from Alliance Advisors, LLC, AmpliPhi’s proxy solicitor, at the following
address and tel ephone number:

Alliance Advisors, LLC
200 Broadacres Drive, 3 Floor
Bloomfield, NJ 07003
Toll Free: 1-844-670-2134

Tofacilitatetimely delivery of these documents, any request should be made no later than April 29, 2019 to
receive them befor e the Special M eeting.

For additional details about where you can find information about AmpliPhi, please see the section entitled
“Where Y ou Can Find More Information” in this proxy statement.

ABOUT THISDOCUMENT

”ow

AmpliPhi Biosciences Corporation, which we refer to herein asthe “Company,” “AmpliPhi,” “we,” “our,” or
“us,” is providing these proxy materialsin connection with the solicitation by our board of directors of proxiesto
be voted at our Special Meeting of our shareholdersto be held on May 8, 2019, commencing at 8:30 am., local
time, a Cooley LLP, 4401 Eastgate Mall, San Diego, California92121, or at any adjournment or postponement
thereof. This proxy statement and the enclosed proxy card will be mailed to each shareholder entitled to notice of,
and to vote at, the Special Meeting of shareholders commencing on or about April 5, 2019.

Y ou are cautioned not to rely on any information other than the information contained in or incorporated by
reference into this proxy statement. No one has been authorized to provide you with information that is different
from that contained in or incorporated by reference into this proxy statement. This proxy statement is dated
April 4,2019. Y ou should not assume that the information contained in this proxy statement is accurate as of any
other date, nor should you assume that the information incorporated by reference into this proxy statement is
accurate as of any date other than the date of such incorporated document. The mailing of this proxy statement to
our shareholders will not create any implication to the contrary.

Except where specifically noted, the following information and all other information contained in this proxy
statement does not give effect to a Reverse Split described in Proposal No. 3, beginning on page 107 of this proxy
Statement.

Thisproxy statement does not constitute an offer to sell, or a solicitation of an offer to buy, any securities,
or the solicitation of a proxy, in any jurisdiction in which or from any person to whom it isunlawful to make any
such offer or solicitation in such jurisdiction.
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QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETING AND THE MERGER

The following section provides answers to frequently asked questions about the Merger and other matters
relating to the Special Meeting. This section, however, provides only summary information. For a more complete
response to these questions and for additional information, please refer to the cross-referenced sections. AmpliPhi
urgesits shareholders to read this document in its entirety prior to making any decision.

What isthe Merger?

AmpliPhi Biosciences Corporation (“ AmpliPhi”) and C3J Therapeutics, Inc. (“C3J") have entered into an
Agreement and Plan of Merger and Reorganization, dated as of January 3, 2019, as amended on March 25, 2019
(the “Merger Agreement”). The Merger Agreement contains the terms and conditions of the proposed business
combination of AmpliPhi and C3J. Under the Merger Agreement, Ceres Merger Sub, Inc., awholly owned
subsidiary of AmpliPhi (the“Merger Sub”), will merge with and into C3J, with C3J surviving as awholly owned
subsidiary of AmpliPhi (the “Merger”).

At the effective time of the Merger, we anticipate that each share of C3J common stock outstanding
immediately prior to the effective time of the Merger (excluding certain shares to be canceled pursuant to the
Merger Agreement, and shares held by shareholders who have exercised and perfected dissenters’ rights as more
fully described under “The Merger — Dissenters’ Rights” below) will be converted into the right to receive
approximately 0.6892 shares of AmpliPhi common stock, subject to adjustment to account for a Reverse Split of
AmpliPhi common stock, at a Reverse Split ratio of between 1-for-3 and 1-for-20, inclusive, to be determined by
AmpliPhi’ sboard of directors and to beimplemented prior to the consummation of the Merger. Unless the context
requires otherwise, when we refer to the “Merger” or the “Business Combination” in this proxy statement, we are
referring to the merger of Ceres Merger Sub, Inc. with and into C3Jwith C3J surviving as awholly owned
subsidiary of AmpliPhi, together with the issuance of AmpliPhi common stock to the former C3J shareholders at
the effective time of such merger. Asaresult of the Merger, immediately following the Merger, the former C3J
securityholders will own approximately 70% of the aggregate number of shares of AmpliPhi common stock and the
securityholders of AmpliPhi as of immediately prior to the Merger will own approximately 30% of the aggregate
number of shares of AmpliPhi common stock (in each case, on afully diluted basis but using the treasury stock
method and excluding out-of-the-money options and out-of-the-money-warrants, and determined before
accounting for the Financing discussed below). After the completion of the Merger, AmpliPhi will changeits
corporate name to “ Armata Pharmaceuticals, Inc.”

For amore compl ete description of the Merger, please see the section entitled “The Merger Agreement” in
this proxy statement.

What will happen to AmpliPhi if, for any reason, the Merger doesnot close?

If, for any reason, the Merger does not close, the AmpliPhi board of directors may, following the termination
of the Merger Agreement, elect to, among other things, attempt to complete another strategic transaction like the
Merger, attempt to sell or otherwise dispose of the various assets of AmpliPhi or continue to operate the business
of AmpliPhi. If AmpliPhi decides to dissolve and liquidate its assets, AmpliPhi would be required to pay all of its
contractual obligations, and to set aside certain reserves for potential future claims, and there can be no
assurances as to the amount or timing of available cash left to distribute to shareholders after paying the
obligations of AmpliPhi and setting aside funds for reserves.

Why are the two companies proposing to merge?

AmpliPhi and C3J believe that the Merger will result in a combined company that will lead the devel opment of
innovative natural and synthetic bacteriophage therapies for patients with antibiotic-resistant infections.

AmpliPhi’s board of directors considered anumber of factors that supported its decision to approve the
Merger Agreement. In the course of its deliberations, AmpliPhi’ s board of directors also considered avariety of
risks and other countervailing factors related to entering into the Merger Agreement.
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For a discussion of AmpliPhi’s reasons for the Merger, please see the section entitled “The Merger —
Reasons for the Merger.”

Why am | receiving these materials?

Y ou are receiving these proxy materials because you have been identified as a shareholder of AmpliPhi as of
the record date, and you are entitled to vote at the Special Meeting to approve the matters described in this proxy
statement. This proxy statement contains important information about the proposed Merger, Financing, Reverse
Split, EIP Amendment and the Special Meeting and you should read it carefully and inits entirety. The enclosed
voting materials allow you to authorize a proxy to vote your shares of AmpliPhi common stock without attending
the Special Meeting. As promptly as practicable, please complete, sign, date and mail your proxy card in the pre-
addressed postage-paid envelope provided or call the toll-free telephone number listed on your proxy card or
access the Internet Web site described in the instructions on the enclosed proxy card.

What am | voting on?
There are five matters scheduled for avote at the Special Meeting:

1. Theapproval of the consummation of the Business Combination pursuant to the Merger and the
issuance of AmpliPhi common stock at the effective time of the Merger, as contemplated by the
Merger Agreement;

2. Theapproval of theissuance of shares of AmpliPhi common stock having an aggregate purchase
price of $10.0 million immediately following the effective time of the Merger in the Financing;

3. Theapproval of an amendment to AmpliPhi’s amended and restated articles of incorporation to
effect areverse split of AmpliPhi’ s outstanding common stock (the “ Reverse Split”) at aratio in the
range of between 1-for-3 to 1-for-20, inclusive, with such ratio to be determined in the discretion of
AmpliPhi’ s board of directors and with such Reverse Split to be effected prior to the effective time
of the Merger;

4. Theapprova of an amendment to AmpliPhi’s 2016 Equity Incentive Plan to increase the shares
authorized for issuance thereunder by 13,822,963 shares (without giving effect to the Reverse Split)
(the “EIP Amendment”); and

5. Theauthorization of the adjournment of the Special Meeting in order to permit the solicitation of
additional proxiesif there are not sufficient votes to approve Proposal Nos. 1 through 4 described
above at the time of the Special Meeting.

What isrequired to consummatethe Merger?

To consummate the Merger, Proposal Nos. 1, 2 and 3 must be approved at the Special Meeting, or at any
permitted adjournment thereof, by the requisite holders of AmpliPhi common stock on the record date for the
Specia Meeting. The Financing will not occur if Proposal No. 1is not approved by AmpliPhi’s sharehol ders.

In addition to the requirement of obtaining such shareholder approvals, each of the other closing conditions
set forth in the Merger Agreement must be satisfied or waived.

For amore compl ete description of the closing conditions under the Merger Agreement, we urge you to read
the section entitled “The Merger Agreement — Conditions to the Completion of the Merger” in this proxy
statement.

Arethereany federal or stateregulatory requirementsthat must be complied with or federal or stateregulatory
approvalsor clearancesthat must be obtained in connection with the Merger and the Financing?

Neither AmpliPhi nor C3Jisrequired to make any filings or obtain any approvals or clearances from any
antitrust regulatory authoritiesin the United States or other countries to consummate the Merger or the Financing.
In the United States, AmpliPhi must comply with applicable federal and state securities laws
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and NY SE American rules and regulations in connection with the issuance of the sharesin connection with the
Merger and the Financing, including the filing with the SEC of this proxy statement. Prior to consummation of the
Merger, AmpliPhi intendsto file an initial listing application with the NY SE American pursuant to the NY SE
American’s “change of control” rules and to effect the initial listing of AmpliPhi’s common stock issuablein
connection with the Merger and the Financing or upon exercise of C3J s outstanding stock options or warrants

that will be assumed by AmpliPhi in connection with the Merger.

What will C3J shareholders, warrantholdersand optionholdersreceivein the Merger?

Asaresult of the Merger, C3J shareholders will become entitled to receive shares of AmpliPhi common stock
in exchange for shares of C3J common stock in an amount to be cal culated by the application of an exchange ratio
formula (the “ Exchange Ratio”) in the Merger Agreement.

Under the Exchange Ratio described in the Merger Agreement, immediately following the Merger (but
without giving effect to the Financing), the former C3J securityholders are expected to own approximately 70% of
the aggregate number of shares of AmpliPhi common stock and the securityholders of AmpliPhi as of immediately
prior to the Merger are expected to own approximately 30% of the aggregate number of shares of AmpliPhi
common stock (in each case on afully diluted basis but using the treasury stock method and excluding out-of-the-
money options and out-of-the-money-warrants). The Exchange Ratio is based on a$28.0 million valuation of C3J
and a$12.0 million valuation for AmpliPhi, a 70% premium to the 30-day volume-weighted average share price of
AmpliPhi on the date of the Merger Agreement. The approximate post-closing ownership percentagesin this
paragraph were cal culated without giving effect to the Financing.

For a more compl ete description of what C3J shareholders, warrantholders and optionholders will receivein
the Merger, please see the sections entitled “Market Price and Dividend Information” and “ The Merger
Agreement — Merger Consideration” in this proxy statement.

Will holder s of the AmpliPhi common sharesissued in the Merger and the Financing be ableto sell those
shareswithout restriction?

The shares of AmpliPhi common stock issued as consideration in the Merger or in connection with the
Financing will be issued in transactions exempt from registration under the Securities Act of 1933, as amended (the
“Securities Act”) in reliance on Section 4(a)(2) of the Securities Act, and Regulation D promulgated thereunder
and may not be offered or sold by the holders of those shares absent registration or an applicable exemption from
registration requirements. As a general matter, holders of such shareswill not be able to transfer any of their
shares until at least six (6) months after receiving shares of AmpliPhi common stock, which iswhen the shares
would first be eligible to be sold under Rule 144 promulgated under the Securities Act, assuming the conditions
thereof are otherwise satisfied. In connection with the Financing, AmpliPhi has agreed to register for resale on
Form S-3 (or on Form S-1 if AmpliPhi isnot eligible to use Form S-3 at the time of the proposed filing of the
registration statement) the AmpliPhi shares of common stock issued to the C3J investorsin the Financing.
However, even when the sharesissued in the Financing are registered for resale, such shares may be subject to
lock-up agreements that restrict the sale of those shares, as described in the following paragraph.

Certain shareholders of C3J, including all of the shareholders of C3Jthat will be purchasing sharesin the
Financing, and each director and executive officer of C3J, have agreed to certain transfer restrictions on the shares
of common stock to be issued to them in the Merger and, if applicable, the Financing, for a period of 180 days
following the effective time of the Merger. See the section entitled “Agreements Related to the Merger — Lock-Up
Agreements’ in this proxy statement for more detail.

Who will bethedirectors of AmpliPhi following the Merger?

At and immediately after the effective time of the Merger, the board of directors of AmpliPhi and its
committeesis expected to be composed of the individuals set forth in the table below. The directors shall serve
until their respective successors are duly elected or appointed and qualified or their earlier death, resignation or
removal.
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Designee Director Age Position(s)
C3JDesignees Richard Bastiani, Ph.D. 77 Director
Richard Bear 56 Director
H. Stewart Parker 63 Director
Todd R. Patrick 56 Chief Executive Officer and
Director
Joseph M. Patti, Ph.D. 54 Director
AmpliPhi Designees Jeremy Curnock Cook 69 Director
Michael S. Perry, D.V.M., Ph.D. 59 Director

Who will bethe executive officers of AmpliPhi immediately following the Merger ?

Immediately following the Merger, the executive management team of AmpliPhi is expected to be composed
as set forth below:

Name Position with the Combined Company Current Position

Todd R. Patrick Chief Executive Officer and Director President and Chief Executive Officer of
C3J

Brian Varnum, Ph.D. President and Chief Development Officer  Chief Development Officer of C3J

Steve Martin Chief Financial Officer Chief Financial Officer of AmpliPhi

Duane Morris Vice President of Operations Vice President, Operations of C3J

What arethe material U.S. federal income tax consequences of the Merger to me?

Each of AmpliPhi and C3Jintendsthat the Merger qualify as areorganization within the meaning of
Section 368(a) of the Internal Revenue Code of 1986, as amended, or the Code. However, regardless of whether the
Merger qualifies as a reorganization within the meaning of Section 368(a) of the Code, the Merger will not result in
any taxable gain or lossfor U.S. federal income tax purposesto C3J, AmpliPhi or any AmpliPhi shareholder in his
or her capacity asan AmpliPhi shareholder.

Asan AmpliPhi shareholder, how doesthe AmpliPhi board of directorsrecommend that | vote?
After careful consideration, the AmpliPhi board of directors recommends that AmpliPhi shareholders vote:

. “FOR” Proposal No. 1 to approve the consummation of a Business Combination pursuant to the Merger
and the issuance of shares of AmpliPhi common stock at the effective time of the Merger, as
contemplated by the Merger Agreement;

+  “FOR” Proposal No. 2 to approve the issuance of shares of AmpliPhi common stock in the Financing;

*  “FOR" Proposal No. 3 to approve the amendment of the amended and restated articles of incorporation
of AmpliPhi to effect a Reverse Split;

*  “FOR” Proposa No. 4 to approve the EIP Amendment; and

+ “FOR” Proposal No. 5 to adjourn the Special Meeting in order to solicit additional proxiesif there are not
sufficient votesin favor of Proposal Nos. 1, 2, 3 and 4 at the time of the Special Meeting.

What risksshould | consider in deciding whether to votein favor of the shareissuance, Rever se Split and name
change?

Y ou should carefully review the section of this proxy statement entitled “ Risk Factors,” which setsforth
certain risks and uncertainties related to the Merger, risks and uncertainties to which the combined
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organization’s business will be subject, risks and uncertainties to which AmpliPhi, as an independent company, is
subject and risks and uncertainties to which C3J, as an independent company, is subject.

When do you expect the Merger to be consummated?

We anticipate that the Merger will occur as promptly as practicable after the Special Meeting to be held May
8, 2019 and following satisfaction or waiver of al closing conditions, but we cannot predict the exact timing. For a
more complete description of the closing conditions under the Merger Agreement, please see the section entitled
“The Merger Agreement — Conditions to the Completion of the Merger” in this proxy statement.

How will the Merger affect stock optionsand restricted stock awar dsto acquire C3J common stock?

Upon the effectiveness of the Merger, (a) each C3J stock option to purchase shares of C3J common stock (a
“C3J Stock Option”) would be assumed in the Merger and would become options and rights for AmpliPhi’s
common stock based on the Exchange Ratio and (b) each restricted stock award with respect to C3J common stock
(a“C3JRSA”) that is outstanding immediately prior to the effective time of the Merger will be assumed by
AmpliPhi and converted into restricted stock awards with respect to AmpliPhi common stock based on the
Exchange Ratio, and AmpliPhi will assume the applicable restricted stock agreements and each such C3JRSA in
accordance with its terms. There are no outstanding warrants to purchase C3J common stock.

If effected, how will the Rever se Split and the Merger affect stock optionsand warrantsto acquire AmpliPhi’s
common stock and AmpliPhi’sstock option plans?

As of the effective time of the Reverse Split, AmpliPhi will adjust and proportionately decrease the number of
shares of AmpliPhi’s common stock reserved for issuance upon exercise of, and adjust and proportionately
increase the exercise price of, al options and warrants to acquire AmpliPhi’ s common stock at the Reverse Split
ratio approved by our board of directors. All stock options and warrants to acquire shares of AmpliPhi’s common
stock that are outstanding immediately prior to the effective time of the Merger will remain outstanding following
the effective time of the Merger, with the exception of certain warrants outstanding as of January 18, 2019
exercisable for an aggregate of 274,879 shares of AmpliPhi common stock, which warrants by their terms are
required to be purchased by AmpliPhi concurrently with the closing of the Merger for approximately $38,000. In
addition, as of the effective time of the Reverse Split, AmpliPhi will adjust and proportionately decrease the total
number of shares of AmpliPhi’s common stock that may be the subject of future grants under AmpliPhi’ s stock
plans at the selected Reverse Split ratio.

What do | need to do now?

AmpliPhi urges you to read this proxy statement carefully, including its annexes, and to consider how the
Merger affects you.

If you are a shareholder of record of AmpliPhi, you may provide your proxy instructionsin one of two
different ways. First, you can mail your signed proxy card in the enclosed return envelope. Second, you may also
provide your proxy instructions viatelephone or the Internet by following the instructions on your proxy card or
instruction form. Please provide your proxy instructions only once, unless you are revoking a previously delivered
proxy instruction, and as soon as possibl e so that your shares can be voted at the Special Meeting of AmpliPhi
shareholders. The laws of the State of Washington, under which AmpliPhi isincorporated, permit electronically
transmitted proxies, provided that each such proxy contains or is submitted with information from which the
inspector of elections can determine that the proxy was authorized by the sharehol der.

The telephone and Internet voting procedures below are designed to authenticate shareholders’ identities, to
allow shareholdersto grant a proxy to vote their shares and to confirm that shareholders’ instructions have been
recorded properly. Shareholders granting a proxy to vote viathe Internet should understand there may be costs
associated with electronic access, such as usage charges from Internet access providers and telephone
companies, that must be borne by the shareholder.
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Whether you hold your shares directly as the shareholder of record or beneficially in “ street name”, you may
vote your shares by proxy without attending the Special Meeting. Depending on how you hold your shares, you
may vote your sharesin one of the following ways:

Shareholders of Record: For Shares Registered in Your Name

1. BY INTERNET: Go to www.envisionreports.com/APHB
2. BY TOLL-FREE TELEPHONE: Call 1-800-652-8683
3. BY MAIL: Mark, sign, date and promptly mail the enclosed proxy card in the postage-paid envelope.

* By telephone or over the Internet. Y ou may vote your shares by telephone or viathe Internet by
following the instructions provided on your proxy card. If you vote by telephone or viathe
Internet, you do not need to return aproxy card by mail. If you have Internet access, we encourage
you to record your vote on the Internet. It is convenient, reduces the use of natural resources and
saves significant postage and processing costs. In addition, when you vote viathe Internet or by
phone prior to the meeting date, your vote is recorded immediately and thereis no risk that postal
delayswill cause your vote to arrive late and therefore not be counted.

* By Mail. If you received printed proxy material's, you may submit your vote by completing, signing
and dating each proxy card received and returning it in the prepaid envelope. Sign your name
exactly asit appears on the proxy card.

* Inperson at the Special Meeting. Y ou may vote your sharesin person at the Special Meeting. Even
if you plan to attend the Special Meeting in person, we recommend that you al so submit your
proxy card or voting instructions or vote by telephone or viathe Internet by the applicable
deadline so that your vote will be counted if you later decide not to attend the Special Meeting.

Beneficial Shareholders: For Shares Registered in the Name of a Broker or Bank

Most beneficial owners whose stock isheld in “street name” receive instructions for granting proxies from
their banks, brokers or other agents, rather than using AmpliPhi’s proxy card. If you are a beneficial owner of your
shares, you should have received a V oting I nstruction Form from the broker or other nominee holding your
shares. Y ou should follow the voting instructions provided by your broker or nomineein order to instruct your
broker or other nominee on how to vote your shares. The availability of telephone and Internet voting will depend
on the voting process of the broker or nominee. Shares held beneficially may be voted in person at the Special
Meeting only if you contact the broker or nominee giving you the right to vote the shares and obtain alegal proxy
from such broker or nominee.

General Information for All Shares Voted Via the Internet or By Telephone

Votes submitted by telephone or viathe Internet must be received by 11:59 p.m., Eastern Time on May 7,
2019. Submitting your proxy by telephone or viathe Internet will not affect your right to vote in person should
you decide to attend the Special Meeting.

Who can vote at the Special M eeting?

If, on the record date, your shares of AmpliPhi common stock are registered directly in your name with the
AmpliPhi transfer agent, you are considered to be the shareholder of record with respect to those shares, and the
proxy materials and proxy card are being sent directly to you by AmpliPhi. If you are an AmpliPhi shareholder of
record, you may attend the Special Meeting of AmpliPhi shareholders and vote your sharesin person. Even if you
plan to attend the Special Meeting in person, AmpliPhi requests that you sign and return the enclosed proxy to
ensure that your shares will be represented at the Special Meeting if you are unable to attend.
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If, on the record date, your shares of AmpliPhi common stock are held in a brokerage account or by another
nominee, you are considered the beneficial owner of sharesheld in “ street name,” and the proxy materials are
being forwarded to you by your broker or other nominee together with avoting instruction card. Asthe beneficial
owner, you are also invited to attend the Special Meeting of AmpliPhi shareholders. Because abeneficial owner is
not the shareholder of record, you may not vote these shares in person at the Special Meeting unless you obtain a
proxy from the broker, trustee or nominee that holds your shares, giving you the right to vote the shares at the
meeting.

How are votes counted?

Voteswill be counted by the inspector of elections appointed for the meeting, who will separately count
votes“For” and “Against,” abstentions and, if applicable, broker non-votes. Under the rules of the NY SE
American, abstentions are considered to be votes “ cast” and will have the same effect as“ Against” votesfor
each of Proposal Nos. 1, 2, 3, 4 and 5. Broker non-votes will not be counted towards the vote total for any
proposal, except Proposal Nos. 1 and 3, for which broker non-votes will have the same effect as “Against” votes.

What are“broker non-votes’ ?

As discussed above, when a beneficial owner of shares held in “ street name” does not give instructions to
the broker or nominee holding the shares as to how to vote on matters deemed by the New Y ork Stock Exchange
to be “non-routine,” the broker or nominee cannot vote the shares. These unvoted shares are counted as “ broker
non-votes.”

How many votes are needed to approve each proposal?

The following table summarizes the minimum vote needed to approve each proposal and the effect of
abstentions and broker non-votes.

Effect of
Proposal Effect of Broker
Number Proposal Description Vote Required for Approval Abstentions  Non-Votes
1 To approve the consummation of a  “For” votesfromthe holdersof at ~ Against Against
Business Combination pursuant to  least 51% of the shares
the Merger and the i ssuance of outstanding on the record date.
AmpliPhi common stock at the
effective time of the Merger, as
contemplated by the Merger
Agreement.
2 To authorize the issuance of The number of sharesthat vote Against None
AmpliPhi common stock havingan  “For” the proposal must exceed the
aggregate purchase price of number of sharesthat vote

$10.0 millionin aprivate placement  “Against” the proposal.
transaction immediately following
the closing of the Merger.

3 To approve an amendment to “For” votesfromthe holdersof at ~ Against Against
AmpliPhi’samended and restated least amajority of the shares
articles of incorporation to effecta  outstanding on the record date.
Reverse Split of AmpliPhi’s
common stock (the “Reverse
Split") at aratio in the range
between 1-for-3 to 1-for-20,
inclusive, with such ratio to be
determined in the discretion of
AmpliPhi’ s board of directors
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Effect of
Proposal Effect of Broker
Number Proposal Description Vote Required for Approval Abstentions  Non-Votes
and with such Reverse Split to be
effected prior to the effective time
of the Merger.
4 To approve an amendment to The number of sharesthat vote Against None
AmpliPhi’s 2016 Equity Incentive “For” the proposal must exceed the
Plan to increase the shares number of sharesthat vote
available for issuance thereunder “Against” the proposal.
by 13,822,963 shares (without
giving effect to the Reverse Split)
(the “EIP Amendment”).
5 To authorize an adjournment of the  The number of shares that vote Against None
Specia Meeting if there are not “For” the proposal must exceed the
sufficient votesto approve number of sharesthat vote

Proposal Nos. 1 through 4 at the “Against” the proposal.
time of the Special Meeting.

When and wher e will the Special M eeting of AmpliPhi shareholdersbe held?

The Specia Meeting of AmpliPhi shareholderswill be held at 8:30 am., local time, on May 8, 2019 at Cooley
LLP, San Diego, California92121. Subject to space availability, all AmpliPhi shareholders as of the record date, or
their duly appointed proxies, may attend the meeting. Since seating is limited, admission to the meeting will beon a
first-come, first-served basis. Registration and seating will begin at 8:00 am., local time.

What happensif | do not return aproxy card or otherwise provide proxy instructions, asapplicable?

Shareholder of Record: Shares Registered in Your Name

If you are a shareholder of record and do not vote by telephone, through the Internet, by completing the
enclosed proxy card or in person at the Special Meeting, your shareswill not be voted.

Beneficial Owner: Shares Registered in the Name of a Broker or Bank

If you are abeneficial owner and do not instruct your broker, bank, or other agent how to vote your shares,
the question of whether your broker or nominee will still be able to vote your shares depends on whether the New
Y ork Stock Exchange (“NY SE”) deems the particul ar proposal to be a*“routine” matter. Brokers and hominees can
use their discretion to vote “ uninstructed” shares with respect to matters that are considered to be “routine,” but
not with respect to “non-routine” matters. Under the rules and interpretations of the NY SE, “non-routine” matters
are matters that may substantially affect the rights or privileges of shareholders, such as Mergers, sharehol der
proposals, elections of directors (even if not contested), executive compensation (including any advisory
sharehol der votes on executive compensation and on the frequency of shareholder votes on executive
compensation), and certain corporate governance proposals, even if management-supported. Proposal No. 1
(approval of the Merger), Proposal No. 2 (approval of the issuance of AmpliPhi common stock in the Financing)
and Proposal No. 4 (approval of the EIP Amendment) are non-routine matters, and accordingly your broker or
nominee may not vote your shares on such proposals without your instructions. Proposal No. 3 (approval of the
Reverse Split) and Proposal No. 5 (authorization to adjourn the Special Meeting in order to solicit additional votes,
if necessary) are considered routine matters and accordingly your broker or nominee may vote your shares on
such proposalsin the absence of any instructions by you. Any resulting broker non-votes will have no effect on
any proposalsin this proxy statement except Proposal No. 1 and Proposal No. 3, which will have the same effect as
against votes. To make sure that your vote is counted, you should instruct your broker to vote your shares,
following the procedures provided by your broker.

If you are an AmpliPhi shareholder, the failure to return your proxy card or otherwise provide proxy
instructions will reduce the aggregate number of votes required to approve Proposal Nos. 2, 4 and 5, and
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your shareswill not be counted for purposes of determining whether a quorum is present at the Special Meeting.
For AmpliPhi sharesthat are held in “street name” by your broker, see the below question and answer for
information regarding your broker voting your shares.

What if | return aproxy card or otherwise vote but do not make specific choices?

If you return asigned and dated proxy card or otherwise vote without marking voting selections, your shares
will bevoted, as applicable, “For” the approval of the Business Combination contemplated by the Merger
Agreement, including the Merger and the issuance of shares of common stock of AmpliPhi at the effective time of
the Merger (Proposal No. 1), “For” the approval of the issuance of shares of common stock of AmpliPhi in the
Financing (Proposal No. 2), “For” the approval of the amendment to the articles of incorporation of AmpliPhi to
effect a Reverse Split of AmpliPhi’s common stock prior to the effective time of the Merger at aratio of between 1-
for-3 and 1-for-20, inclusive, with such specific ratio to be determined by our board of directors (Proposal No. 3),
“For” the approval of the EIP Amendment (Proposal No. 4) and “For” the authorization to adjourn the Special
Meeting to solicit additional proxiesif there are not sufficient votesin favor of Proposal No. 1, Proposal No. 2,
Proposal No. 3 or Proposal No. 4 on the date of the Special Meeting.

May | change my vote after | have submitted a proxy or provided proxy instructions?

AmpliPhi shareholders of record, other than those AmpliPhi shareholders who are parties to Support
Agreements (as defined herein), may change their vote at any time before their proxy is voted at the Special
Meeting in one of three ways. First, ashareholder of record of AmpliPhi can send awritten notice to the Chief
Financial Officer of AmpliPhi stating that it would like to revoke its proxy. Second, a shareholder of record of
AmpliPhi can submit new proxy instructions either on anew proxy card or viatelephone or the Internet. Third, a
shareholder of record of AmpliPhi can attend the Special Meeting and vote in person. Attendance alone will not
revoke aproxy. If an AmpliPhi shareholder of record or a shareholder who owns AmpliPhi sharesin “ street name”
has instructed a broker to vote its shares of AmpliPhi common stock, the shareholder must follow directions
received from its broker to change those instructions.

Y our most current proxy card or telephone or Internet proxy isthe one that is counted.

Should C3J'sand AmpliPhi’s shareholderssend in their stock certificates now?

No. After the Merger is consummated, C3J s shareholders will receive written instructions from the exchange
agent for exchanging their certificates representing shares of C3J common stock for certificates representing
shares of AmpliPhi’s common stock. Each C3J shareholder who otherwise would be entitled to receive afractional
share of AmpliPhi common stock (after aggregating all fractional shares of AmpliPhi common stock issuableto
such holder) will be entitled to receive an amount in cash, without interest, determined by multiplying such
fraction by the volume-weighted average closing trading price of a share of AmpliPhi common stock on the NY SE
American for the five trading days ending five trading days immediately prior to the date upon which the Merger
becomes effective.

In addition, AmpliPhi’ s shareholders will receive written instructions, as applicable, from AmpliPhi’ stransfer
agent for exchanging their certificates representing shares of AmpliPhi’s common stock for new certificates giving
effect to the Reverse Split, if effected. AmpliPhi’ s shareholders will also receive a cash payment for any fractional
shares.

Am | entitled to dissenters’ rights?

No, AmpliPhi’ s sharehol ders are not entitled to dissenters’ rightsin connection with the Business
Combination.
Have C3J' s shareholders agreed to adopt the Merger Agreement?

Yes. On January 10, 2019, C3J s sharehol ders adopted the Merger Agreement and approved the Merger and
related transactions.
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Whoispaying for thisproxy solicitation?

AmpliPhi and C3Jwill split the cost of soliciting proxies. In addition to these proxy materials, AmpliPhi’s
directors and employees, and AmpliPhi’ s proxy solicitor, Alliance Advisors, LLC, may also solicit proxiesin
person, by telephone, or by other means of communication. Directors and employees will not be paid any
additional compensation for soliciting proxies, Alliance Advisors, LLC will be paid its customary fee of
approximately $10,000, plus out-of-pocket expensesif it solicits proxies. We and C3J may also reimburse brokerage
firms, banks and other agents for the cost of forwarding proxy materialsto beneficial owners.

What isthe quorum requirement?

A quorum of shareholdersis necessary to hold avalid meeting. A quorum will be present if shareholders
holding at least amajority of the outstanding shares entitled to vote on a matter and be counted collectively upon
such matter are present at the meeting in person or represented by proxy. On the record date, there were 32,774,690
shares outstanding and entitled to vote. Thus, the holders of 16,387,346 shares must be present in person or
represented by proxy at the Special Meeting to have a quorum.

Y our shareswill be counted towards the quorum only if you submit avalid proxy (or oneis submitted on
your behalf by your broker, bank or other nominee) or if you vote in person at the Special Meeting. Abstentions
and broker non-votes will be counted towards the quorum requirement. |f there is no quorum, the holders of a
majority of shares at the meeting in person or represented by proxy may adjourn the meeting to another date.

Arerepresentatives of AmpliPhi’sindependent registered accounting firm expected to be present at the Special
M eeting?

Y es, representatives of Ernst & Y oung LLP, the independent registered accounting firm for AmpliPhi, are
expected to be present at the Special Meeting. They will have an opportunity to make a statement if they so desire
and will be available to respond to appropriate questions.

Who can help answer my questions?

If you are an AmpliPhi shareholder and would like additional copies, without charge, of this proxy statement
or if you have questions about the Merger and related transactions, including the procedures for voting your
shares, you should contact Alliance Advisors, LLC, AmpliPhi’s proxy solicitor, by telephone at the following
address and phone number, or Steve R. Martin, Chief Financial Officer of AmpliPhi, at the following address,
phone number and email address:

Alliance Advisors, LLC
200 Broadacres Drive, 3 Floor
Bloomfield, NJ 07003
Toll Free: 1-844-670-2134

AmpliPhi Biosciences Corporation
3579 Valley Centre Drive, Suite 100
San Diego, California 92130
Attn; Steve R. Martin, Chief Financial Officer
Tel: (858) 829-0829
Email: sm@ampliphibio.com
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SUMMARY

This summary highlights selected information from this proxy statement and may not contain all of the
information that isimportant to you. To better understand the Merger, and the proposals being considered at
the Special Meeting, you should read this entire proxy statement carefully, including the Merger Agreement
attached as Appendix A, the form of Share Purchase Agreement attached as Appendix B, the opinion of
Ladenburg Thalmann & Co., Inc. attached as Appendix C and the other annexes to which you arereferred
herein. You may obtain the information incorporated by reference into this proxy statement without charge by
following the instructions in the section entitled “ Where You Can Find More Information” beginning on page
174.

The Companies

AmpliPhi Biosciences Corporation

AmpliPhi Biosciences Corporation
3579 Valley Centre Drive, Suite 100
San Diego, California 92130

(858) 829-0829

We are aclinical-stage biotechnology company focused on precisely targeted bacteriophage therapeutics for
patients with serious and life-threatening antibiotic-resistant bacterial infections. Phages have a powerful and
highly selective mechanism of action that enables them to bind to and kill specific bacteria. We believe that
phages represent a promising meansto treat bacterial infections, especially those that have devel oped resistance
to current therapies, including the so-called multi-drug-resistant or “ superbug” strains of bacteria. We area
leading developer of bacteriophage therapeutics. We are combining our expertise in the manufacture of drug-
quality bacteriophages and our proprietary approach and expertise in identifying, characterizing and devel oping
naturally occurring bacteriophagesto devel op state-of-the-art therapeutics. We are devel oping bacteriophage
products to combat multi- or pan-drug-resistant bacterial pathogens, leveraging advancesin sequencing and
molecular biology. We have devel oped certain bacteriophage combinations that we believe maximize efficacy and
minimize development of resistance. We currently have two product candidatesin clinical development, AB-SA01
and AB-PAO0L1 for the treatment of Staphylococcus aureus, or S. aureus, infections, including methicillin-resistant
S. aureus, or MRSA, and Pseudomonas aeruginosa, or P. aeruginosa, infections, respectively. Based on funding
availability, we would devel op both product candidates for the treatment of serious or life-threatening, multi-drug
resistant infections.

C3J Therapeutics, Inc.

4503 Glencoe Avenue
Marinadel Rey, California 90292
(310) 655-2928

C3Jisaclinical-stage biotechnology company focused on the discovery and development of novel targeted
antimicrobials that treat infectious diseases and address microbial dysbiosis associated with human disease. C3J
has two platforms — a proprietary synthetic bacteriophage (phage) platform, or Synthetic Phage Platform, and a
proprietary specifically targeted antimicrobial peptide, or STAMP, platform. The Synthetic Phage Platform utilizes
synthetic biology to engineer natural phage for improved antimicrobial activity. C3J believes that engineered
(synthetic) phage represent a promising meansto treat bacterial infections, especially those that have devel oped
resistance to current therapies, including the multidrug-resistant or “superbug” strains of bacteria. C3J slead
product candidate is a synthetic phage for P. aeruginosa respiratory infections, which C3J anticipates advancing
into clinical trialsin 2019. C3J has a partnered Synthetic Phage Program with aU.S. based global pharmaceutical
company for alarge market indication. Additional preclinical programs are expected to target other multi-drug-
resistant pathogens, or ESKAPE pathogens, such as Escherichia coli. C3Jis also devel oping a synthetic phage
for Streptococcus mutans, or S. mutans, a primary driver of dental cariesin children and adults, and plansto
engineer S. mutans phage with C16G2, a STAMP with specificity for S. mutans. A STAMP platform proof-of-
concept
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was previously demonstrated with C16G2 advancing to Phase 2 clinical trials under an Investigational New Drug,
or IND, application. C3Jis headquartered in Marina del Rey, Californiawith a 35,000 square-foot research and
development facility built for product development with capabilities spanning from bench to clinic. In addition to
microbiology, synthetic biology, formulation, chemistry and analytical laboratories, the facility is equipped with
two licensed GM P drug manufacturing suites enabling the production, testing and release of clinical trial material.

TheMerger and the Financing (see page 64 and page 103)

Under the Merger Agreement, Merger Sub, awholly owned subsidiary of AmpliPhi formed in connection
with the Merger, will merge with and into C3J, with C3J surviving as awholly owned subsidiary of AmpliPhi. In
connection with the closing of the Merger, AmpliPhi will change its name to “ Armata Pharmaceuticals, Inc.”,
which name change will be authorized by AmpliPhi’s board of directors without a shareholder vote on the name
change as permitted under Washington law.

C3Jand AmpliPhi expect the Merger to be consummated in May 2019, subject to the satisfaction of
applicable conditions. Immediately following the effective time of the Merger, the former C3J securityholders are
expected to own approximately 70% of the aggregate number of shares of AmpliPhi common stock, and the
securityholders of AmpliPhi as of immediately prior to the Merger are expected to own approximately 30% of the
aggregate number of shares of AmpliPhi common stock (in each case on afully diluted basis but using the
treasury stock method and excluding out-of-the-money options and out-of-the-money warrants, and determined
before accounting for the Financing discussed below).

Asof February 5, 2019, AmpliPhi, C3J and certain shareholders of C3J (the “Investors’) entered into share
purchase agreements (the “ Share Purchase Agreements”), as contemplated by equity commitment letters
previously entered into among such parties on January 3, 2019. Pursuant to the Share Purchase Agreements,
AmpliPhi agreed to sell and issue, and the Investors agreed to purchase from AmpliPhi, $10.0 million of shares of
the AmpliPhi’ s common stock immediately following the effective time of the Merger, at a purchase price equal to
approximately $0.36 per share. This price per shareisequal to (i) $40.0 million, divided by (ii) the total number of
shares of common stock outstanding on afully diluted, as-converted basis, assuming the conversion, exercise or
settlement of all outstanding options, warrants, and restricted stock units as of immediately after the effective time
of the Merger, but excluding (A) any shares of common stock issuable pursuant to the Share Purchase
Agreements and (B) any shares of Company Common Stock reserved for issuance under any equity incentive
plan, stock option plan or similar arrangement but for which awards have not yet been granted as of the effective
time of the Merger and any shares of common stock issuable in connection with out-of-the-money options and
out-of-the-money warrants. We refer to the anticipated sale and purchase of shares of common stock immediately
following the effective time of the Merger pursuant to the Share Purchase Agreements as the “ Financing.”

After the closing of the Financing, it is expected that (a) the former C3J securityholderswill own
approximately 76% of the aggregate number of the outstanding AmpliPhi common stock on afully diluted basis
but using the treasury stock method and excluding out-of-the-money options and out-of-the-money warrants, of
which approximately 20% will be represented by the shares of AmpliPhi common stock issued in the Financing to
the Investors, and (b) the AmpliPhi securityholders as of immediately prior to the Merger will own approximately
24% of the aggregate number of the outstanding AmpliPhi common stock (on afully diluted basis but using the
treasury stock method and excluding out-of-the-money options and out-of-the-money warrants).

The shares of common stock to be issued in the Financing will be offered and sold in reliance on an
exemption from registration under Regulation D promulgated under Section 4(a)(2) of the Securities Act.
Appropriate restrictive legends will be affixed to the sharesissued in the Financing.

The form of Share Purchase Agreement is attached to this proxy statement as Appendix B.

At the closing of the Financing, the combined company will enter into aregistration rights agreement with
each of the Investors, pursuant to which the combined company will agree to register for resale the shares of
common stock issued in the Financing within a reasonable and specified time period following the closing of the
Financing.
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The form of registration rights agreement to be entered into at the closing of the Financing is attached as
Exhibit D to the form of Share Purchase Agreement attached to this proxy statement as Appendix B.

Reasonsfor the Merger (see page 73)
Our board considered various reasons for the Merger, as described later in this proxy statement.

Opinion of Ladenburg Thalmann & Co., Inc. (see page 76)

Pursuant to an engagement letter dated December 13, 2017 and amended on December 17, 2018, AmpliPhi
retained Ladenburg Thalmann to act asafinancial advisor in connection with the Merger and to render an opinion
to the AmpliPhi board of directors asto the fairness, from afinancial point of view, of the Exchange Ratio formula
described in the Merger Agreement to the AmpliPhi shareholders. On January 3, 2019, Ladenburg Thalmann
rendered its oral opinion, subsequently confirmed by delivery of awritten opinion dated January 3, 2019, to the
AmpliPhi board of directors, that, as of the date of such opinion, and based upon the various assumptions and
limitations set forth therein, that the Exchange Ratio was fair from afinancial point of view to the AmpliPhi
shareholders.

Thefull text of thewritten opinion of Ladenburg Thalmann, dated January 3, 2019 (the “ Opinion”), is
attached as Appendix C to this proxy statement and isincorporated by reference. AmpliPhi encourages AmpliPhi
shareholderstoread the Opinion in itsentirety for the assumptions made, procedur esfollowed, other matters
considered and limits of thereview by Ladenburg Thalmann. The summary of thewritten opinion of Ladenburg
Thalmann set forth herein isqualified by referenceto thefull text of the Opinion. Ladenburg Thalmann provided
the Opinion for the sole benefit and use of AmpliPhi’sboard of directorsin itsconsideration of the Merger.
Ladenburg Thalmann’s opinion isnot a recommendation to any shareholder asto how to vote with respect to the
proposed Merger or totake any other action in connection with the Merger or otherwise.

Overview of the Merger Agreement

Merger Consideration and Exchange Ratio (see page 84)

C3J shareholderswill receive shares of AmpliPhi common stock in exchange for shares of C3J common stock
in an amount equal to the number of shares of C3J common stock held by such shareholder multiplied by the
Exchange Ratio. No fractional shares of AmpliPhi common stock will be issued in connection with the Merger.
Instead, each C3J sharehol der who otherwise would be entitled to receive afractional share of AmpliPhi common
stock (after aggregating all fractional shares of AmpliPhi common stock issuable to such holder) will be entitled to
receive an amount in cash, without interest, determined by multiplying such fraction by the volume-weighted
average closing trading price of a share of AmpliPhi common stock on the NY SE American for thefive trading
days ending five trading days immediately prior to the date upon which the Merger becomes effective.

Under the Exchange Ratio formula described in the Merger Agreement, immediately following the Merger
(but without giving effect to the Financing), the former C3J securityhol ders are expected to own approximately
70% of the aggregate number of shares of AmpliPhi common stock, and the securityholders of AmpliPhi as of
immediately prior to the Merger are expected to own approximately 30% of the aggregate number of shares of
AmpliPhi common stock (in each case on afully diluted basis but using the treasury stock method and excluding
out-of-the-money options and out-of-the-money warrants). The Exchange Ratio formulais based on a $28.0 million
valuation of C3Jand a$12.0 million valuation for AmpliPhi, a70% premium to the 30-day volume-weighted average
share price of AmpliPhi on the date of the Merger Agreement.

Treatment of AmpliPhi Stock Options and Warrants

As of the effective time of the Reverse Split, AmpliPhi will adjust and proportionately decrease the number of
shares of AmpliPhi’s common stock reserved for issuance upon exercise of, and adjust and proportionately
increase the exercise price of, al options and warrants to acquire AmpliPhi’ s common stock at the Reverse Split
ratio approved by our board of directors. All stock options and warrants to acquire

13




TABLE OF CONTENTS

shares of AmpliPhi’s common stock that are outstanding immediately prior to the effective time of the Merger will
remain outstanding following the effective time of the Merger, with the exception of certain warrants outstanding
as of January 18, 2019 exercisable for an aggregate of 274,879 shares of AmpliPhi common stock, which warrants
by their terms are required to be purchased by AmpliPhi concurrently with the closing of the Merger for
approximately $38,000.

In addition, in connection with the Merger, AmpliPhi’ s board of directors amended and accelerated the
vesting of certain stock options held by certain officers and directors as described in more detail in the section
entitled “The Merger — Interests of the AmpliPhi Directors and Executive Officers in the Merger.”

Treatment of C3J Stock Options and RSAs (see page 88)

Under the terms of the Merger Agreement, each C3J stock option to purchase shares of C3J common stock (a
“C3J Stock Option”) under C3J s Amended and Restated 2006 Stock Option Plan and 2016 Stock Plan (together,
the “C3J Stock Plans”) that is outstanding and unexercised immediately prior to the effective time of the Merger,
whether or not vested, will be converted into an option to purchase shares of AmpliPhi common stock, and
AmpliPhi will assume the C3J Stock Plans and each outstanding C3J Stock Option in accordance with itsterms.
Accordingly, from and after the effective time: (i) each C3J Stock Option assumed by AmpliPhi may be exercised
solely for shares of AmpliPhi common stock; (ii) the number of shares of AmpliPhi common stock subject to each
C3J Stock Option assumed by AmpliPhi will be determined by multiplying (A) the number of shares of C3J
common stock that were subject to such C3J Stock Option, asin effect immediately prior to the effective time, by
(B) the Exchange Ratio, and rounding the resulting number down to the nearest whole number of shares of
AmpliPhi common stock; (iii) the per share exercise price for the AmpliPhi common stock issuable upon exercise of
each C3J Stock Option assumed by AmpliPhi will be determined by dividing (A) the per share exercise price of the
C3J common stock subject to such C3J Stock Option, asin effect immediately prior to the effective time, by (B) the
Exchange Ratio and rounding the resulting exercise price up to the nearest whole cent; and (iv) any restriction on
the exercise of any C3J Stock Option assumed by AmpliPhi will continue in full force and effect and the term,
exercisability, vesting schedule and other provisions of such C3J Stock Option will otherwise remain unchanged,
except that: (A) AmpliPhi may amend the terms of the C3J Stock Option and the C3J Stock Plansto reflect
AmpliPhi’ s substitution of the C3J Stock Options with options to purchase AmpliPhi common stock; and (B) the
AmpliPhi board of directorswill succeed to the authority and responsibility of C3J s board of directorswith
respect to each C3J Stock Option assumed by AmpliPhi.

AmpliPhi will file with the SEC, promptly, but no later than thirty calendar days after the effective time of the
Merger, aregistration statement on Form S-8, if available for use by AmpliPhi, relating to the shares of AmpliPhi
common stock issuable with respect to the C3J Stock Options assumed by AmpliPhi in accordance with the
Merger Agreement.

Each C3J RSA that is outstanding immediately prior to the effective time of the Merger will be assumed by
AmpliPhi and converted into restricted stock awards with respect to AmpliPhi common stock, and AmpliPhi will
assume the applicable restricted stock agreements and each such C3Js RSA in accordance with itsterms. All
rights with respect to C3J common stock under the C3J RSAs assumed by AmpliPhi will be converted into rights
with respect to AmpliPhi common stock. Accordingly, from and after the effective time: (i) each C3J RSA assumed
by AmpliPhi will relate to shares of AmpliPhi common stock; (ii) the number of shares of AmpliPhi common stock
subject to each C3J RSA assumed by AmpliPhi will be determined by multiplying (A) the number of shares of C3J
common stock that were subject to such C3JRSA, asin effect immediately prior to the effective time, by (B) the
Exchange Ratio and rounding the resulting number down to the nearest whole number of shares of AmpliPhi
common stock; and (iii) any restriction on any C3J RSA assumed by AmpliPhi will continuein full force and effect
and the vesting schedule and other provisions of such C3J RSA will otherwise remain unchanged, subject to
certain exceptions.

Employee Benefit Matters (see page 89)

Under the terms of the Merger Agreement, for purposes of vesting, eligibility to participate, and level of
benefits under the employee benefit plans, programs, contracts or arrangements of AmpliPhi or any of its
subsidiaries (including, following the closing of the Merger, C3J and its subsidiary), each employee who
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continues to be employed by AmpliPhi, C3J or any of their respective subsidiariesimmediately following the
closing will be credited with his or her years of service with AmpliPhi, C3J or any of their respective subsidiaries
and their respective predecessors.

Conditionsto the Completion of the Merger (see page 90)

The obligations to consummate the Merger and the other transactions contemplated by the Merger
Agreement shall be subject to the satisfaction or waiver, on or prior to the effective time of the Merger, of the
conditions set forth in the section entitled “The Merger Agreement — Conditions to the Completion of the
Merger” below.

No Solicitation by AmpliPhi and C3J (see page 94)

Both AmpliPhi and C3J are prohibited by the terms of the Merger Agreement from (i) soliciting, initiating,
responding to or taking any action to or knowingly encouraging, inducing or facilitating the communication,
making, submission or announcement of any acquisition proposal or acquisition inquiry or taking any action that
could reasonably be expected to lead to an acquisition proposal or acquisition inquiry. AmpliPhi, however, may
provide information in response to an acquisition proposal if (1) after consulting with outside financial advisors
and outside legal counsel, AmpliPhi’ s board of directors determinesin good faith that such acquisition proposal
constituted, or would reasonably be expected to result in, asuperior offer (as defined in the Merger Agreement)
and it is not withdrawn, (2) AmpliPhi has not breached the non-solicit provisions of the Merger Agreement in any
material respect, (3) the AmpliPhi board of directors concludesin good faith, based upon the advice of its outside
legal counsel, that the failure to take such action would be reasonably inconsistent with the fiduciary obligations
to the AmpliPhi shareholders under applicable law, and (4) proper noticeis provided to C3J pursuant to the
Merger Agreement.

Termination and Termination Fees (see page 99)

The Merger Agreement may be terminated by either party only under certain circumstances, including,
among others (further described in the section entitled “The Merger Agreement — Termination” and “The Merger
Agreement — Termination Fee” below): (i) if the closing has not occurred by June 1, 2019 (subject to extension in
certain circumstances); (ii) if acourt or other governmental entity hasissued afinal and non-appeal able order
prohibiting the closing; (iii) if AmpliPhi’s shareholdersfail to approve the required AmpliPhi Shareholder Matters;
(iv) upon the occurrence of certain triggering events on the part of the other party; or (v) amaterial uncured
breach by the other party of representations or covenants that would result in afailure of the applicable condition
to the closing. AmpliPhi may also terminate the Merger Agreement in connection with a superior offer, subject to
certain conditions and payment to C3J of a termination fee of $1.0 million with two days of the termination.

AmpliPhi must also pay C3J a termination fee of $1.0 million within two business days of consummating an
alternative transaction, if (i) the Merger Agreement is terminated by C3J pursuant to certain triggering events in
accordance with the Merger Agreement, (ii) an acquisition proposal is publicly announced or disclosed or
otherwise communicated to AmpliPhi or its board of directors after the date of the Merger Agreement but prior to
the termination of the Merger Agreement and (iii) within nine months after the date of such termination, AmpliPhi
entersinto a definitive agreement for an alternative transaction in respect of such acquisition proposal.

C3J must pay AmpliPhi a termination fee of $1.0 million within ten business days of consummating an
alternative transaction, if (i) the Merger Agreement is terminated by AmpliPhi pursuant to C3J entering into any
letter of intent or similar document for an alternative acquisition proposal, or C3J s management public endorses or
recommends an alternative acquisition proposal, (ii) an acquisition proposal with respect to C3Jis publicly
announced or otherwise made to C3J or its board of directors after the date of the Merger Agreement but prior to
the termination of the Merger Agreement and (iii) within nine months after the date of such termination, C3J
consummates an alternative transaction in respect of such acquisition proposal.
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Shar e Purchase Agreements (see page 103)

On February 5, 2019, AmpliPhi, C3J and the Investors entered into the Share Purchase Agreements, as
contemplated by equity commitment letters previously entered into among such parties on January 3, 2019.
Pursuant to the Share Purchase Agreements, AmpliPhi agreed to sell and issue, and the Investors agreed to
purchase from AmpliPhi, $10.0 million of shares of the AmpliPhi’s common stock immediately following the
effective time of the Merger, at a purchase price per share equal to (i) $40.0 million, divided by (ii) the total number
of shares of common stock outstanding on afully diluted, as-converted basis, assuming the conversion, exercise
or settlement of all outstanding options, warrants, and restricted stock units as of immediately after the effective
time of the Merger, but excluding (A) any shares of common stock issuable pursuant to the Share Purchase
Agreements and (B) any shares of Company Common Stock reserved for issuance under any equity incentive
plan, stock option plan or similar arrangement but for which awards have not yet been granted as of the effective
time of the Merger and any shares of common stock issuable in connection with out-of-the-money options and
out-of-the-money warrants.

After the closing of the Financing, it is expected that (a) the former C3J securityholders will own
approximately 76% of the aggregate number of the outstanding AmpliPhi common stock on afully diluted basis
but using the treasury stock method and excluding out-of-the-money options and out-of-the-money warrants, of
which approximately 20% will be represented by the sharesissued in the Financing to the Investors, and (b) the
AmpliPhi securityholders as of immediately prior to the Merger will own approximately 24% of the aggregate
number of the outstanding AmpliPhi common stock (on afully diluted basis but using the treasury stock method
and excluding out-of-the-money options and out-of-the-money warrants).

The shares of common stock to beissued in the Financing will be offered and sold in reliance on an
exemption from registration under Regulation D promulgated under Section 4(a)(2) of the Securities Act.
Appropriate restrictive legends will be affixed to the sharesissued in the Financing.

Executive Officers of AmpliPhi Following the Merger (see page 158)

Immediately following the Merger, the executive management team of AmpliPhi is expected to be composed
as set forth below:

Name Position with the Combined Company Current Position
Todd R. Patrick Chief Executive Officer and Director President and Chief Executive Officer of
C3J
Brian Varnum, Ph.D. President and Chief Development Chief Development Officer of C3J
Officer
Steve Martin Chief Financia Officer Chief Financial Officer of AmpliPhi
Duane Morris Vice President of Operations Vice President, Operations of C3J

Directorsof AmpliPhi Followingthe Merger (see page 152)

At the effective time of the Merger, the combined company is expected to initially have a seven-member
board of directors, comprised of Richard Bastiani, Ph.D., Richard Bear, Jeremy Curnock Cook, H. Stewart Parker,
Todd R. Patrick, Joseph M. Patti, Ph.D. and Michael S. Perry, D.V.M., Ph.D., until their respective successors are
duly elected or appointed and qualified or their earlier death, resignation or removal.

The board of directors of the combined company will have an audit committee, a compensation committee
and a nominating and corporate governance committee, in accordance with the rules of the NY SE American. Louis
Drapeau, Paul C. Grint, M.D., Wendy S. Johnson and Vijay Samant are expected to resign from their positions as
directors of AmpliPhi, effective upon the effective time of the Merger. Dr. Grint is also expected to resign as the
Chief Executive Officer of AmpliPhi, effective at the effective time of the Merger.

Laura Czelada, Steve Semmelmayer, Richard Bisson, Fred Eichmiller and Wenyuan Shi, each a current member
of the C3J board of directors, are expected to resign from their positions as directors of C3J as of the effectivetime
of the Merger.
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I nterests of the AmpliPhi Directorsand Executive Officersin the Merger (see page 83)

In considering the recommendation of AmpliPhi’s board of directors with respect to the issuance of shares of
AmpliPhi common stock in connection with the Merger and the Financing and the other matters to be acted upon
by AmpliPhi’s shareholders at the Special Meeting, AmpliPhi’s shareholders should be aware that members of the
board of directors and executive officers of AmpliPhi haveinterestsin the Merger that may be different from, or in
addition to, your interests.

Asof December 31, 2018, all directors and executive officers of AmpliPhi, together with their affiliates,
beneficially owned approximately 2.3% of the outstanding shares of the AmpliPhi common stock. The affirmative
vote of the holders of at least 51% of the shares of AmpliPhi common stock having voting power outstanding on
the record date for the Special Meeting isrequired for approval of Proposal No. 1 and the affirmative vote of the
holders of at |east amajority of the shares of AmpliPhi common stock having voting power outstanding on the
record date for the Special Meeting isrequired for approval of Proposal No. 3. The affirmative vote of amajority of
votes properly cast on Proposal Nos. 2, 4 and 5 are required for approval of such proposals.

Certain Material U.S. Federal Income Tax Consequences of the Merger (see page 85)

Regardless of whether the Merger qualifies as areorganization within the meaning of Section 368(a) of the
Code, the Merger will not result in any taxable gain or loss for U.S. federal income tax purposes to C3J, AmpliPhi or
any AmpliPhi shareholder in hisor her capacity as an AmpliPhi shareholder.

Risk Factors (see page 24)

Both AmpliPhi and C3J are subject to various risks associated with their businesses and their industries. In
addition, the Merger, including the possibility that the Merger may not be compl eted, poses a number of risksto
each company and its respective shareholders, including the following risks:

*  TheExchange Ratio is hot adjustable based on the market price of AmpliPhi common stock so the
Merger consideration at the closing may have a greater or lesser value than the market price of AmpliPhi
common stock at the time the Merger Agreement was signed;

*  Theannouncement and pendency of the Merger could have an adverse effect on the market price of
AmpliPhi common stock and/or the business, financial condition, results of operations, or business
prospects for AmpliPhi and/or C3J;

+  TheMerger may be completed even though material adverse changes may result solely from the
announcement of the Merger, changesin the industry in which AmpliPhi and C3J operate that apply to
all companies generally and other causes,

. Some AmpliPhi officers and directors have interests that are different than, or in addition to, those of
other AmpliPhi shareholders and may influence them to support or approve the transactions
contemplated by the Merger Agreement without regard to your interests;

¢ AmpliPhi’s common stock could be ddlisted from the NY SE American if we do not comply with NY SE
American’slisting standards;

*  AmpliPhi and C3J shareholders may not realize a benefit from the Merger commensurate with the
ownership dilution they will experience in connection with the Merger;

*  AmpliPhi’s shareholderswill experience immediate and substantial dilution upon the completion of the
Merger and Financing;

. During the pendency of the Merger, AmpliPhi may not be able to enter into a business combination with
another party under certain circumstances because of restrictionsin the Merger Agreement;

+  Certain provisions of the Merger Agreement may discourage third parties from submitting alternative
takeover proposals, including proposals that may be superior to the arrangements contemplated by the
Merger Agreement;
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. Because the lack of apublic market for C3J shares makes it difficult to evaluate its securities, AmpliPhi
may pay more than the fair market value of the C3J shares;

*  Theissuance of the shares pursuant to the Merger and Financing and certain related matters are subject
to approval by AmpliPhi shareholders, and there can be no assurance that AmpliPhi’ s shareholders will
approve such matters;

. If the conditions to the Merger are not met or waived, the Merger will not occur;

. Failure to complete the Merger may result in AmpliPhi paying atermination fee or expensesto C3J and
could harm the common stock price of AmpliPhi and the future business and operations of AmpliPhi;

. Failure to complete the Merger may result in AmpliPhi filing for liquidation and dissolution;

*  Theannouncement and pendency of the Merger could cause disruptionsin the business of C3J and/or
AmpliPhi, which could have an adverse effect on their respective businesses and financial results;

*  Thesuccess of the proposed business combination of AmpliPhi and C3Jwill depend in part on
relationships with third parties, which relationships may be affected by third-party preferences or public
attitudes about the Merger, and any adverse changesin these relationships could adversely affect
AmpliPhi’s or C3J s business, financial condition, or results of operations; and

. If any of the events described in “ Risks Related to C3J s Development, Commercialization and
Regulatory Approval” or “Risks Related to C3J s Reliance on Third Parties’ or “Risks Related to C3J' s
Business” occur, those events could cause the potential benefits of the Merger not to be realized.

Theserisks and other risks are discussed in greater detail under the section entitled “ Risk Factors” in this
proxy statement. AmpliPhi encourages you to read and consider all of these risks carefully.

Regulatory Approvals (see page 85)

In the United States, AmpliPhi must comply with applicable federal and state securities laws and the rules
and regulations of the NY SE American in connection with the issuance of shares of AmpliPhi common stock and
thefiling of this proxy statement with the SEC. AmpliPhi does not intend to seek any regulatory approval to
consummate the transactions.

NY SE American Stock Market Listing (see page 85)

Prior to consummation of the Merger, AmpliPhi intendsto file aninitial listing application with the NY SE
American pursuant to NY SE American “change of control” rules. If such application is accepted, AmpliPhi
anticipates that AmpliPhi common stock will be listed on the NY SE American following the closing of the Merger
and will trade under AmpliPhi’s new name, “ Armata Pharmaceuticals, Inc.” and new trading symbol, “ARMP.”

Anticipated Accounting Treatment (see page 85)

The Merger will be treated by AmpliPhi as areverse Merger under the acquisition method of accounting in
accordance with accounting principles generally accepted in the United States. For accounting purposes, C3Jis
considered to be acquiring AmpliPhi in the Merger.

Dissenters’ Rights (see page 86)

Holders of AmpliPhi common stock will not be entitled to dissenters’ rightsin connection with the Merger.
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SELECTED HISTORICAL AND UNAUDITED PRO FORMA COMBINED FINANCIAL DATA

The following tables present summary historical financial data for each of AmpliPhi and C3J, unaudited
pro forma combined financial data for AmpliPhi and C3J and comparative historical and unaudited pro forma
per share data for AmpliPhi and C3J.

Selected Historical Financial Data of AmpliPhi

The following table summarizes AmpliPhi’ s consolidated financial data as of the dates and for each of the
periodsindicated. The tables below present selected financial data of AmpliPhi, prepared in accordance with U.S.
generally accepted accounting principles. AmpliPhi’s selected statements of operations data for the years ended
December 31, 2018 and 2017 and balance sheet data as of December 31, 2018 and 2017 are derived from AmpliPhi’s
audited financial statementsincorporated by reference into this proxy statement from AmpliPhi’s Annual Report
on Form 10-K for the year ended December 31, 2018, asfiled with the SEC on March 25, 2019 (the “ AmpliPhi 10-
K™). AmpliPhi’ s historical results are not necessarily indicative of the resultsto be expected for any other period in
the future. The following selected financial data are only a summary and should be read in conjunction with
“Management’ s Discussion and Analysis of Financial Condition and Results of Operations’ and the financial
statements and notes thereto appearing in the AmpliPhi 10-K, which isincorporated by referencein this proxy
statement.

For the year ended December 31,

2018 2017
Statement of Operations Data:
Revenue $ — 3 115,000
Loss from operations $ (12524,0000 $ (16,156,000)
Net loss $ (121100000 $ (12,838,000)
Net loss per share, basic $ 064 $ (2.01)
Net | oss per share, diluted $ 064) $ (2.18)
Shares used in computing net |oss per share, basic 18,980,796 6,387,425
Shares used in computing net |oss per share, diluted 19,059,895 6,574,117
As of December 31,
2018 2017
Balance Sheet Data:
Cash and cash equivalents $ 8157000 $ 5,132,000
Working capital 5,836,000 3,417,000
Total assets 11,887,000 11,138,000
Total liahilities 3,413,000 3,407,000
Accumulated deficit (406,316,000)  (394,206,000)
Total stockholders’ equity $ 8474000 $ 7,731,000

Selected Historical Financial Data of C3J

The following table summarizes C3J sfinancia data as of the date and for each of the periodsindicated. The
tables below present selected financial data of C3J prepared in accordance with U.S. generally accepted
accounting principles. C3J s selected statement of operations for the years ended December 31, 2018 and 2017 and
bal ance sheet data as of December 31, 2018 and 2017 are derived from C3J s audited financial statements appearing
elsewhere in this proxy statement. C3J s historical results are not necessarily indicative of the resultsto be
expected for any other period in the future. The following selected financial data should be read in conjunction
with “C3J Management’ s Discussion and Analysis of Financial Condition and Results of Operations” and the
financial statements and notes thereto appearing elsewhere in this proxy statement.
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For theyear ended December 31,
2018 2017

Statement of Operations Data:

Loss from operations $ (17,658,000) $ (15,458,000)
Net loss $ (16,702,0000 $ (15,128,000
Net loss per share, basic $ (018) $ (0.16)
Net |oss per share, diluted $ (0.18) $ (0.16)
Shares used in computing net loss per share, basic and diluted 94,320,106 94,320,106

As of December 31,

2018 2017

Balance Sheet Data:

Cash, cash equivalents and short-term investments $ 9,663,000 $ 11,376,000
Working capital $ 8328000 $ 20,629,000
Total assets $ 14545000 $ 26,245,000
Total liabilities $ 6,851,000 $ 1,902,000
Accumulated deficit $ (138,042,000) $ (121,340,000)
Total stockholders’ equity $ 7,694,000 $ 24,343,000

Selected Unaudited Pro Forma Combined Financial Data of AmpliPhi and C3J

The following selected unaudited pro forma combined financial datawas prepared based on the historical
financial results reported by AmpliPhi and C3J and isintended to show how the Merger might have affected
historical financial statementsif the Merger had been completed on January 1, 2018 for the purpose of the
statement of operations and comprehensive loss for the year ended December 31, 2018, and for the purpose of the
balance sheet as of December 31, 2018. The following should be read in conjunction with the section entitled
“Unaudited Pro Forma Combined Financial Statements” beginning on page 162, the AmpliPhi 10-K incorporated
by reference in this proxy statement, C3J s audited historical financial statements and the notes thereto beginning
on page F-1, the sections entitled “ AmpliPhi Management’ s Discussion and Analysis of Financial Condition and
Results of Operations” and “C3J Management’ s Discussion and Analysis of Financial Condition and Results of
Operations” beginning on page 144 of this proxy statement, and the other information contained in this proxy
statement. The following information does not give effect to a Reverse Split of AmpliPhi’s common stock
described in Proposal No. 3.

The Merger will be accounted for as areverse acquisition under the acquisition method of accounting. Under
the acquisition method of accounting, C3Jwill be treated as the accounting acquirer and AmpliPhi will be treated
asthe acquiree for financial reporting purposes because, immediately upon completion of the Merger, the C3J
shareholders prior to the Merger will hold amajority of the voting interest of the combined company. In addition,
the seven-member board of directors of the combined company will include five of the current members of the C3J
board of directors, and therefore, members of C3J s current board of directors will possess majority control of the
board of directors of the combined company.

The unaudited pro forma combined financial statements were prepared in accordance with the regul ations of
the SEC. The pro forma adjustments reflecting the completion of the Merger are based upon the acquisition
method of accounting in accordance with Generally Accepted Accounting Principles (GAAP) and upon the
assumptions set forth in the unaudited pro forma combined financial statements.

The unaudited pro forma combined balance sheet as of December 31, 2018 is presented asif the merger had
been completed on December 31, 2018. The unaudited pro forma combined statements of operations and
comprehensive loss for the year ended December 31, 2018 combines the historical statements of operations of
AmpliPhi and C3J and gives pro forma effect to the Merger asif it had been completed on January 1, 2018.

The historical financial data has been adjusted to give pro forma effect to eventsthat are (i) directly
attributable to the Merger, (ii) factually supportable and (iii) with respect to the statements of operations,
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expected to have a continuing impact on the combined results. The pro forma adjustments are preliminary and
based on management’ s estimates of the fair value and useful lives of the assets acquired and liabilities assumed
and have been prepared to illustrate the estimated effect of the acquisition and certain other adjustments.

The unaudited pro forma combined financial datais presented for illustrative purposes only and is not
necessarily indicative of the financial condition or results of operations of future periods or the financial condition
or results of operations that actually would have been realized had the entities been combined during the periods
presented. In addition, as explained in more detail in the accompanying notes to the unaudited pro forma
combined financial statements (see the section entitled “ Unaudited Pro Forma Combined Financial Statements”
beginning on page 162), the preliminary acquisition-date fair value of the identifiable assets acquired and liabilities
assumed reflected in the unaudited pro forma combined financial statementsis subject to adjustment and may
vary from the actual amounts that will be recorded upon completion of the Merger.

Year Ended
December 31,

2018
Statement of Operations Data:
Revenue $ —
L oss from operations $ (34,333.000)
Net loss $ (32,963,000)
Net |oss per share, basic $ (0.25)
Net loss per share, diluted $ (0.25)
Shares used in computing net |oss per share, basic 133,991,631
Shares used in computing net |oss per share, diluted 133,991,631

As of

December 31,

2018
Balance Sheet Data:
Cash and cash equivalents $ 24,029,000
Working capital 19,842,000
Total assets 35,977,000
Total liahilities 9,136,000
Accumulated deficit (145,376,000)
Total stockholders’ equity $ 26,841,000
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Comparative Historical and Unaudited Pro Forma Per Share Data

The following table shows per common share data regarding basic and diluted earnings, cash dividends and
book value for (a) AmpliPhi on ahistorical basis, (b) C3Jon ahistorical basis, and (¢) AmpliPhi and C3Jon apro
forma combined basis (which also gives effect to the SGI asset acquisition).

The following pro formainformation has been derived from and should be read in conjunction with
AmpliPhi’sand C3J s respective audited consolidated financial statements for the year ended December 31, 2018,
which, in the case of AmpliPhi’sfinancial statements, areincorporated herein by reference, and in the case of
C3J sfinancial statements, are included elsewhere in this proxy statement. Thisinformation is presented for
illustrative purposes only. Y ou should not rely on the pro forma combined amounts, asthey are not necessarily
indicative of the operating results or financial position that would have occurred if the Merger had been
completed as of the datesindicated, nor are they necessarily indicative of the future operating results or financial
position of the combined company. The pro formainformation, although helpful inillustrating the financial
characteristics of the combined company under one set of assumptions, does not reflect the benefits of potential
cost savings, the impact of restructuring and Merger-related costs (except Merger-related costs that are reflected
in the unaudited pro forma combined balance sheet included elsewhere herein), or other factors that may result as
a consequence of the Merger and, accordingly, does not attempt to predict or suggest future results. The
information below should be read in conjunction with the section entitled “ Unaudited Pro Forma Combined
Financial Statements.”

AmpliPhi C3J Pro Forma
Historical Historical Combined
For theyear ended December 31, 2018:
Basic earnings per share $ (064 $ (018) $ (0.25)
Diluted earnings per share (0.64) (0.18) (0.25)
Cash dividends per share — — —
Book value per common share as of period end 0.26 0.07 0.38

(1) Although the dividend policy of the combined company will be determined by the board of directors of the
combined company following completion of the Merger, it is expected that the combined company will not

declare cash dividends for the foreseeabl e future.
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MARKET INFORMATION

AmpliPhi common stock is listed on the NY SE American under the symbol “APHB.” C3Jisa private company
and its common stock and preferred stock are not publicly traded.

The closing price of AmpliPhi common stock on January 3, 2019, the date immediately prior to the public
announcement of the Merger on January 4, 2019, as reported on the NY SE American, was $0.23 per share. The
closing price of AmpliPhi common stock on March 21, 2019, as reported on the NY SE American, was $0.32 per
share.

Because the market price of AmpliPhi common stock is subject to fluctuation, the market value of the shares
of AmpliPhi common stock that C3J shareholderswill be entitled to receive in the Merger may increase or decrease
and the price at which our shares are sold in the Financing may be more or less than the market price of our shares
of common stock on the date of the sale of our sharesin the Financing.

Assuming approval of Proposal No. 3 and successful application for initial listing with the NY SE American,
following the consummation of the Merger, AmpliPhi common stock will be listed on the NY SE American and will
trade under AmpliPhi’ s new name, “ Armata Pharmaceuticals, Inc.” and new trading symbol, “ARMP.”

Asof March 21, 2019, the record date for the Special Meeting, AmpliPhi had 90 holders of record of its
common stock. As of December 31, 2018, C3J had 60 holders of record of its common stock.
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RISK FACTORS

The combined company will be faced with a market environment that cannot be predicted and that
involves significant risks, many of which will be beyond its control. In addition to the other information
contained in this proxy statement, you should carefully consider the material risks described below before
deciding how to vote your shares of AmpliPhi common stock. You should also read and consider the risks
associated with the business of AmpliPhi because these risks may also affect the combined company — these
risks can be found in the AmpliPhi 10-K, which isfiled with the SEC and incor porated by reference herein. You
should also read and consider the other information in this proxy statement and the other documents
incorporated by reference into this proxy statement. Please see the section entitled “ Where You Can Find More
Information” on page 174 of this proxy statement.

RisksRelated tothe Merger

If the proposed merger with C3J is not consummated, AmpliPhi’ s business could suffer materially and
AmpliPhi’ s stock price could decline.

The consummation of the proposed merger with C3Jis subject to a number of closing conditions, including
the approval by AmpliPhi’s shareholders, approval by NY SE American of AmpliPhi’s Supplemental Listing
Application of its common stock in connection with the merger, and other customary closing conditions. AmpliPhi
istargeting a closing of the transaction in May 2019.

If the proposed merger is not consummated, AmpliPhi may be subject to anumber of material risks, and its
business and stock price could be adversely affected, as follows:

*  AmpliPhi hasincurred and expectsto continue to incur significant expenses related to the proposed
merger with C3J, even if the Merger is not consummated.

+  TheMerger Agreement contains covenants restricting AmpliPhi’ s solicitation of competing acquisition
proposals and the conduct of AmpliPhi’ s business between the date of signing the Merger Agreement
and the closing of the Merger. As aresult, significant business decisions and transactions before the
closing of the Merger require the consent of C3J. Accordingly, AmpliPhi may be unable to pursue
business opportunities that would otherwise bein its best interest as a standalone company. AmpliPhi
has invested significant time and resources in the transaction process and if the Merger Agreement is
terminated AmpliPhi will have alimited ability to continue its current operations without obtaining
additional financing.

«  AmpliPhi could be obligated to pay C3Ja$1.0 million termination fee in connection with the termination
of the Merger Agreement, depending on the reason for the termination.

*  AmpliPhi’s customers, prospective customers, collaborators and other business partners and investors
in general may view the failure to consummate the Merger as a poor reflection on its business or
prospects.

*  Some of AmpliPhi’ssuppliers, distributors, collaborators and other business partners may seek to
change or terminate their relationships with AmpliPhi as aresult of the proposed Merger.

* Asaresult of the Merger, current and prospective employees could experience uncertainty about their
future roles within the combined company. This uncertainty may adversely affect AmpliPhi’s ability to
retain its key employees, who may seek other employment opportunities.

*  AmpliPhi’ s management team may be distracted from day to day operations as aresult of the Merger.

In addition, if the Merger Agreement is terminated and AmpliPhi’ s board of directors determines to seek
another business combination, it may not be able to find athird party willing to provide equivalent or more
attractive consideration than the consideration to be provided by each party in the Merger. In such
circumstances, AmpliPhi’ s board of directors may elect to, among other things, divest al or aportion of
AmpliPhi’s business, or take the steps necessary to liquidate all of AmpliPhi’ s business and assets, and in either
such case, the consideration that AmpliPhi receives may be | ess attractive than the consideration to be received
by AmpliPhi pursuant to the Merger Agreement and the concurrent $10.0 million Financing.

24




TABLE OF CONTENTS

Some of AmpliPhi’s officers and directors have conflicts of interest that may influence them to support or
approve the Merger.

Officersand directors of AmpliPhi participate in arrangements that provide them with interestsin the Merger
that are different from yours, including, among others, to the extent applicable, their continued service as an
officer or director of the combined company, retention and severance benefits, the acceleration of restricted stock
and stock option vesting and continued indemnification. These interests, among others, may influence the officers
and directors of AmpliPhi to support or approve the Merger. For a more detailed discussion see “The Merger —
Interests of the AmpliPhi Directors and Executive Officersin the Merger.”

The Merger may be completed even though material adverse changes may result from the announcement of the
Merger, industry-wide changes and other causes.

In general, either party can refuse to complete the Merger if there is amaterial adverse change affecting the
other party following January 3, 2019, the date of the Merger Agreement. However, some types of changes do not
permit either party to refuse to complete the Merger, even if such changes would have a material adverse effect on
AmpliPhi or C3J, to the extent they resulted from the following (unless, in some cases, they have a
disproportionate effect on AmpliPhi or C3J, asthe case may be):

+  changesin the general business or economic conditions affecting the industry in which AmpliPhi and
C3J, and their respective affiliates, operate;

. acts of war, armed hostilities or terrorism;
. changesin financial, banking or securities markets;
+  changes caused by the performance of any action required to be taken by the Merger Agreement;

* any changein, or any compliance with or action taken for the purpose of complying with, any federal,
state, national, foreign, material local or municipal or other law, statute, constitution, principle of
common law, resolution, ordinance, code, edict, decree, rule, regulation, ruling or requirement issued,
enacted, adopted, promulgated, implemented or otherwise put into effect by or under the authority of
any governmental authority;

* any changein U.S. generally accepted accounting principles;

+  thetaking of any action required to be taken by the Merger Agreement;

+  withrespect to AmpliPhi, any change in the stock price or trading volume of AmpliPhi’s common stock;
*  with respect to AmpliPhi, any failure to meet analysts' expectations or projections;

*  with respect to AmpliPhi, any clinical trial programs or studies, including any adverse data, event or
outcome arising out of or related to any such programs or studies; and

*  with respect to AmpliPhi, the announcement of the Merger Agreement or the pendency of the Merger.

If adverse changes occur but AmpliPhi and C3J must still complete the Merger, the combined company’s
stock price may suffer.

The market price of the combined company’s common stock may decline as a result of the Merger.

The market price of the combined company’ s common stock may decline as aresult of the Merger for a
number of reasons, including if:

*  thecombined company does not achieve the perceived benefits of the Merger asrapidly or to the extent
anticipated by financial or industry analysts;

+ theeffect of the Merger on the combined company’ s business and prospects is not consistent with the
expectations of financial or industry analysts; or
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* investorsreact negatively to the effect on the combined company’ s business and prospects from the
Merger.

AmpliPhi’ s shareholders may not realize a benefit from the Merger commensurate with the ownership dilution
they will experiencein connection with the Merger.

If the combined company is unable to realize the strategic and financial benefits currently anticipated from
the Merger, AmpliPhi’ s sharehol ders will have experienced substantial dilution of their ownership interest without
receiving any commensurate benefit. Significant management attention and resources will be required to integrate
the two companies. Delaysin this process could adversely affect the combined company’ s business, financial
results, financial condition and stock price following the Merger. Even if the combined company were able to
integrate the business operations successfully, there can be no assurance that thisintegration will result in the
realization of the full benefits of synergies, innovation and operational efficienciesthat may be possible from this
integration and that these benefits will be achieved within areasonable period of time.

During the pendency of the Merger, AmpliPhi and C3J will be subject to contractual limitations set forth in the
Merger Agreement that restrict the parties’ ability to enter into business combination transactionswith
another party.

Covenantsin the Merger Agreement impede the ability of AmpliPhi or C3Jto make acquisitions or complete
other transactions that are not in the ordinary course of business pending completion of the Merger. Asaresult, if
the Merger is not completed, the parties may be at a disadvantage to their competitors. In addition, while the
Merger Agreement isin effect and subject to limited exceptions, each party is prohibited from soliciting, initiating,
encouraging or taking actions designed to facilitate any inquiries or the making of any proposal or offer that could
lead to the entering into certain extraordinary transactions with any third party, such as a sale of assets, an
acquisition of AmpliPhi’s common stock, atender offer for AmpliPhi’s common stock, a Merger or other business
combination outside the ordinary course of business. Any such transactions could be favorable to such party’s
shareholders.

Because the lack of a public market for C3J’s common stock makesit difficult to evaluate the fairness of the
Merger, C3J’ s shareholders may receive consideration in the Merger that is greater than or lessthan the fair
market value of C3J’'s common stock.

The outstanding share capital of C3Jis privately held and is not traded in any public market. The lack of a
public market makesit difficult to determine the fair market value of C3J. Since the number of shares of AmpliPhi’s
common stock to be issued to C3J s sharehol ders was determined based on negotiations between the parties, it is
possible that the value of the AmpliPhi’s common stock to be issued in connection with the Merger will be greater
than the fair market value of C3J.

The combined company will incur significant transaction costs as aresult of the Merger, including
investment banking, legal and accounting fees. In addition, the combined company will incur significant
consolidation and integration expenses which cannot be accurately estimated at thistime. Actual transaction
costs may substantially exceed estimates and may have an adverse effect on the combined company’ s financial
condition and operating results.

Becausethe Merger will result in an ownership change under Section 382 of the I nternal Revenue Code for
AmpliPhi, AmpliPhi’s pre-merger net operating loss carryforwards and certain other tax attributes will be
subject to limitations. The net operating loss carryforwards and other tax attributes of C3J and of the
combined organization may also be subject to limitations as a result of ownership changes.

If a corporation undergoes an “ ownership change” within the meaning of Section 382 of the Code
(“ Section 382"), the corporation’ s net operating loss carryforwards and certain other tax attributes arising from
before the ownership change are subject to limitations on use after the ownership change. In general, an
ownership change occurs if there is a cumulative change in the corporation’ s equity ownership by certain
stockholders that exceeds fifty percentage points over arolling three-year period. Similar rules may apply under
state tax laws. The Merger will result in an ownership change for AmpliPhi and, accordingly, AmpliPhi’s net
operating loss carryforwards and certain other tax attributes will be subject to limitations

26




TABLE OF CONTENTS

(or disallowance) on their use after the merger. C3J s net operating loss carryforwards may also be subject to
limitation as aresult of prior shiftsin equity ownership and/or the Merger. Additional ownership changesin the
future could result in additional limitations on AmpliPhi’s, C3J s and the combined organization’ s net operating
loss carryforwards. Consequently, even if the combined organization achieves profitability, it may not be ableto
utilize amaterial portion of AmpliPhi’'s, C3J s or the combined organization’ s net operating loss carryforwards and
other tax attributes, which could have amaterial adverse effect on cash flow and results of operations.

The Opinion received by AmpliPhi’ s board of directorsfrom Ladenburg Thalmann has not been, and is not
expected to be, updated to reflect changesin circumstances that may have occurred since the date of the
Opinion.

Ladenburg Thalmann delivered its Opinion to the board of directors of AmpliPhi that, as of January 3, 2019,
and based upon and subject to the various assumptions made, procedures followed, matters considered and
qualifications and limitations set forth in its Opinion, the Exchange Ratio provided for in the Merger Agreement
wasfair, from afinancia point of view, to AmpliPhi. The Opinion does not speak as of the time the Merger will be
completed or any date other than the date of such Opinion. The Opinion does not reflect changes that may occur
or may have occurred after the date of the Opinion, including changes to the operations and prospects of
AmpliPhi or C3J, changes in general market and economic conditions or regulatory or other factors. Any such
changes may materially alter or affect the relative values of AmpliPhi and C3J. Ladenburg Thalmann does not have
any obligation to update, revise or reaffirm its Opinion to reflect subsequent devel opments and has not done so.
See the section entitled “The Merger — Opinion of Opinion of Ladenburg Thalmann & Co., Inc.” and Appendix C
to this proxy statement.

C3J sprincipal shareholders, and certain executive officers and directors, will own a significant percentage of
AmpliPhi common stock and will be able to exert significant control over matters submitted to the
shareholdersfor approval.

Under the terms of the Merger Agreement, on apro-formabasis and after closing of the Merger but prior to
the closing of the Financing, the former C3J securityholders will own approximately 70% of the AmpliPhi common
stock, while current AmpliPhi securityholders will own approximately 30% of the AmpliPhi common stock (in each
case on afully diluted basis but using the treasury stock method and excluding out-of-the-money options and out
-of-the-money warrants). On apro formabasis, after giving effect to the contemplated $10.0 million Financing, the
former C3J securityhol ders (including the Investors) will own approximately 76% of the combined company and
AmpliPhi securityholders as of immediately prior to the Merger will own approximately 24% of the combined
company, in each case on afully diluted basis but using the treasury stock method and excluding out-of-the-
money options and out-of-the-money warrants.

After the Merger with AmpliPhi, any of C3J s officers and directors, and shareholders who held more than
5% of the C3J common stock, will beneficially own a significant percentage of AmpliPhi common stock. Thisis
further described below in the section entitled “Principal Shareholders of C3J Therapeutics.” This significant
concentration of share ownership may adversely affect the trading price for AmpliPhi common stock because
investors often perceive disadvantages in owning stock in companies with controlling sharehol ders. These
shareholders, if they acted together, could significantly influence all matters requiring approval by the
shareholders following the Merger, including the election of directors and the approval of Mergers or other
business combination transactions. The interests of these shareholders may not always coincide with the
interests of other shareholders.

Certain shareholders could attempt to influence changes within AmpliPhi that could adversely affect
AmpliPhi’ s operations, financial condition and the value of AmpliPhi’s common stock.

AmpliPhi’s shareholders may from time-to-time seek to acquire a controlling stake in AmpliPhi, engagein
proxy solicitations, advance shareholder proposals or otherwise attempt to effect changes. Campaigns by
shareholdersto effect changes at publicly-traded companies are sometimes led by investors seeking to increase
short-term shareholder value through actions such as financial restructuring, increased debt, special dividends,
stock repurchases or sales of assets or the entire company. Responding to proxy
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contests and other actions by activist shareholders can be costly and time-consuming and could disrupt
AmpliPhi’ s operations and divert the attention of the AmpliPhi board of directors and senior management from the
pursuit of the proposed transaction. These actions could adversely affect AmpliPhi’s operations, financial
condition, AmpliPhi’ s ability to consummate the Merger and the value of AmpliPhi common stock.

AmpliPhi and C3J may become involved in securitieslitigation or shareholder derivativelitigation in
connection with the Merger, and this could divert the attention of AmpliPhi and C3J management and harm
the combined company’ s business, and insurance coverage may not be sufficient to cover all related costs and
damages.

Securitieslitigation or shareholder derivative litigation frequently follows the announcement of certain
significant business transactions, such as the sale of a business division or announcement of a business
combination transaction. AmpliPhi and C3J may becomeinvolved in thistype of litigation in connection with the
Merger, and the combined company may become involved in thistype of litigation in the future. Litigation oftenis
expensive and diverts management’ s attention and resources, which could adversely affect the business of
AmpliPhi, C3J and the combined company.

If any of the events described in “ Risks Related to C3J’ s Business’, “ Risks Related to C3J’ s Development,
Commercialization and Regulatory Approval”, “ Risks Related to C3J’s Reliance on Third Parties’, “ Risks
Related to C3J’'sIntellectual Property”, or “ Risks Related to the Combined Company” occur, those events
could cause the potential benefits of the Merger not to be realized.

C3J shusinessis expected to constitute a significant portion of the business of the combined company
following the Merger. As aresult, the risks described below in the sections entitled “ Risks Related to C3J's
Business” beginning on page 31, “Risks Related to C3J s Devel opment, Commercialization and Regulatory
Approval” beginning on page 39, “ Risks Related to C3J s Reliance on Third Parties’ beginning on page 43, “Risks
Related to C3J s Intellectual Property” beginning on page 44, and “ Risks Related to the Combined Company”
beginning on page 47 are among the most significant risks to the combined company if the Merger is completed.
To the extent any of the eventsin the risks described in the sections referenced in the previous sentence occur,
those events could cause the potential benefits of the Merger not to be realized and the market price of the
combined company’s common stock to decline.

Risks Related to the Proposed Rever se Split

The Reverse Split may not increase AmpliPhi’ s stock price over the long-term.

The principal purpose of the Reverse Split isto increase the per-share market price of AmpliPhi’s common
stock above the minimum bid price requirement under the rules of the NY SE American so that thelisting of the
combined company and the shares of AmpliPhi common stock being issued in the Merger on either the NY SE
American will be approved. It cannot be assured, however, that the Reverse Split will accomplish this objective for
any meaningful period of time. Whileit is expected that the reduction in the number of outstanding shares of
common stock will proportionally increase the market price of AmpliPhi’s common stock, it cannot be assured that
the Reverse Split will increase the market price of its common stock by a multiple of the reverse stock split ratio
chosen by itsboard of directorsin its sole discretion, or result in any permanent or sustained increase in the
market price of AmpliPhi’s common stock, which is dependent upon many factors, including AmpliPhi’ s business
and financial performance, general market conditions, and prospects for future success. Thus, while the stock
price of the combined company might meet the continued listing requirements for the NY SE American initialy, it
cannot be assured that it will continue to do so.

The Reverse Split may decrease the liquidity of AmpliPhi’s common stock.

Although AmpliPhi’s board of directors believesthat the anticipated increase in the market price of
AmpliPhi’s common stock could encourage interest in its common stock and possibly promote greater liquidity for
its shareholders, such liquidity could also be adversely affected by the reduced number of shares outstanding
after the Reverse Split. The reduction in the number of outstanding shares may lead to reduced trading and a
smaller number of market makers for AmpliPhi’s common stock.
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The Reverse Split may lead to a decreasein AmpliPhi’s overall market capitalization.

Should the market price of AmpliPhi’s common stock decline after the Reverse Split, the percentage decline
may be greater, due to the smaller number of shares outstanding, than it would have been prior to the Reverse
Split. A reverse stock split is often viewed negatively by the market and, consequently, can lead to adecreasein
AmpliPhi’s overall market capitalization. If the per share market price does not increase in proportion to the reverse
stock split ratio, then the value of the combined company, as measured by its stock capitalization, will be reduced.
In some cases, the per-share stock price of companies that have effected reverse stock splits subsequently
declined back to pre-reverse split levels, and accordingly, it cannot be assured that the total market value of
AmpliPhi’s common stock will remain the same after the Reverse Split is effected, or that the Reverse Split will not
have an adverse effect on AmpliPhi’ s stock price due to the reduced number of shares outstanding after the
Reverse Split.

Risks Related to AmpliPhi

For risks related to the business of AmpliPhi, please refer to the section entitled “Item 1A. Risk Factors’ set
forth in AmpliPhi’s Annual Report on Form 10-K, asfiled with the SEC on March 25, 2019, which report is
incorporated by reference herein.

Risks Related to AmpliPhi’s Common Stock

The price of AmpliPhi’s common stock has been and may continue to be volatile.

The stock marketsin general, the markets for biotechnology stocks and, in particular, the stock price of
AmpliPhi’s common stock, have experienced extreme volatility. The market for AmpliPhi’s common stock is
characterized by significant price volatility when compared to the shares of larger, more established companies
that trade on a national securities exchange and have large public floats, and AmpliPhi expectsthat its share price
will continue to be more volatile than the shares of such larger, more established companiesfor the indefinite
future. The volatility in AmpliPhi’ s share price is attributable to a number of factors. AmpliPhi’s common shares
are, compared to the shares of such larger, more established companies, infrequently and thinly traded. Asa
consequence of thislimited liquidity, the trading of relatively small quantities of shares by AmpliPhi’s
shareholders may disproportionately influence the price of those sharesin either direction. The price for
AmpliPhi’ s shares could, for example, decline precipitously in the event that alarge number of shares of its
common stock are sold on the market without commensurate demand. AmpliPhi’s common stock isalso a
speculative or “risky” investment due to the early stage of its drug development programs and AmpliPhi’ s lack of
profitsto date, and uncertainty of future market acceptance for its potential products and its ability to continue as
agoing concern. As a consequence of this enhanced risk, more risk-adverse investors may, under the fear of
losing all or most of their investment in the event of negative news or lack of progress, be more inclined to sell
their shares on the market more quickly and at greater discounts than would be the case with the stock of alarger,
more established company that has alarge public float and broader shareholder base. Many of these factors are
beyond AmpliPhi’ s control and may decrease the market price of AmpliPhi’s common stock, regardless of
AmpliPhi’ s operating performance. AmpliPhi cannot make any predictions or projections as to what the prevailing
market price for its common shares will be at any time, including asto whether its common stock will sustain their
current market prices, or asto what effect that the sale of shares or the availability of common stock for sale at any
timewill have on the prevailing market price.

Price declinesin AmpliPhi’s common stock could also result from general market and economic conditions
and avariety of other factors, including:

o adverseresultsor delaysin AmpliPhi’sclinical trials;

+  adverse actions taken by regulatory agencies with respect to AmpliPhi’s product candidates, clinical
trials or the manufacturing processes of its product candidates;

* announcements of technological innovations, patents or new products by AmpliPhi’s competitors;
*  regulatory developmentsin the United States and foreign countries;

* any lawsuit involving AmpliPhi or its product candidates,
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¢ announcements concerning AmpliPhi’ s competitors, or the biotechnology or pharmaceutical industries
ingeneral;

+  developments concerning any strategic alliances or acquisitions AmpliPhi may enter into;
*  actual or anticipated variationsin AmpliPhi’ s operating results;

*  changesin recommendations by securities analysts or lack of analyst coverage;

¢ deviationsin AmpliPhi’ s operating results from the estimates of analysts;

«  AmpliPhi’sinability, or the perception by investors that AmpliPhi will be unable, to continue to meet al
applicable requirements for continued listing of its common stock on the NY SE American, and the
possible delisting of its common stock;

+  salesof AmpliPhi’scommon stock by AmpliPhi’s executive officers, directors and principal
shareholders or sales of substantial amounts of common stock; and

. loss of any of AmpliPhi’skey scientific or management personnel.

In the past, following periods of volatility in the market price of aparticular company’s securities, litigation
has often been brought against that company. Any such lawsuit could consume resources and management time
and attention, which could adversely affect AmpliPhi’ s business.

A significant number of shares of AmpliPhi’s common stock are subject to issuance upon exer cise of
outstanding warrants and options, which upon such exercise may result in dilution to AmpliPhi’s
securityholders.

Asof December 31, 2018, AmpliPhi had outstanding common warrants to purchase an aggregate of
26,961,187 shares of its common stock at a weighted-average exercise price of $1.08 per share, which includes
1,175,000 pre-funded warrants, each exercisable for one share of AmpliPhi’s common stock at an aggregate
purchase price per share of $0.39, of which $0.38 per share was pre-funded at the closing of AmpliPhi’s
October 2018 public offering. Although AmpliPhi cannot determine when these warrants or options will ultimately
be exercised, it isreasonabl e to assume that such warrants and options will be exercised only if the exercise price
is below the market price of AmpliPhi’s common stock. To the extent any of AmpliPhi’s outstanding warrants or
options are exercised, additional shares of AmpliPhi’s common stock will be issued that will generally be eligible
for resale in the public market (subject to limitations under Rule 144 under the Securities Act for certain of its
warrants and with respect to shares held by AmpliPhi’ s affiliates), which will result in dilution to its
securityholders. Theissuance of additional securities could also have an adverse effect on the market price of
AmpliPhi’s common stock.
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Provisions of Washington law and AmpliPhi’ s current articles of incorporation and bylaws may discourage
another company from acquiring it and may prevent attempts by AmpliPhi’s shareholdersto replace or remove
AmpliPhi’s current management.

Provisions of Washington law and AmpliPhi’s current articles of incorporation and bylaws may discourage,
delay or prevent aMerger or acquisition that shareholders may consider favorable, including transactionsin
which you might otherwise receive a premium for your shares. In addition, these provisions may frustrate or
prevent any attempts by AmpliPhi’ s shareholdersto replace or remove AmpliPhi’ s current management by making
it more difficult for shareholdersto replace or remove AmpliPhi’ s board of directors. These provisionsinclude:

. authorizing the issuance of “blank check” preferred stock without any need for action by shareholders;
*  providing for aclassified board of directorswith staggered terms;

*  requiring supermajority shareholder voting to effect certain anendmentsto AmpliPhi’ s articles of
incorporation and bylaws; and

*  establishing advance notice requirements for nominations for election to AmpliPhi’ s board of directors
or for proposing matters that can be acted on by shareholders at shareholder meetings.

In addition, because AmpliPhi isincorporated in Washington, AmpliPhi is governed by the provisions of
Chapter 23B.19 of the Washington Business Corporation Act, which, among other things, restricts the ability of
shareholders owning 10% or more of AmpliPhi’ s outstanding voting stock from merging or combining with
AmpliPhi. These provisions could discourage potential acquisition attempts and could reduce the price that
investors might be willing to pay for shares of AmpliPhi’s common stock in the future and result in the market
price being lower than it would without these provisions.

Although AmpliPhi believes these provisions collectively provide for an opportunity to receive higher bids
by requiring potential acquirers to negotiate with AmpliPhi’ s board of directors, they would apply even if an offer
may be considered beneficial by some shareholders. In addition, these provisions may frustrate or prevent any
attempts by AmpliPhi’ s sharehol ders to replace or remove AmpliPhi’ s current management by making it difficult
for shareholders to replace members of AmpliPhi’sboard of directors, which is responsible for appointing the
members of AmpliPhi’s management.

Risks Related to C3J'sBusiness

C3J hasalimited operating history, hasincurred significant operating losses sinceinception and expectsto
incur significant operating losses for the foreseeable future. C3J may never become profitable or, if achieved,
be able to sustain profitability.

To date, C3J has funded its operations primarily through private placement offerings of equity securities.
From inception through December 31, 2018, C3J received net proceeds of approximately $136.6 million from the
issuance of shares of its common stock and warrants to purchase common stock. In addition, in connection with
the execution of the Merger Agreement, certain shareholders of C3J have agreed to invest $10.0 million of gross
proceeds in the Financing. As of December 31, 2018, C3J had cash and cash equivalents of $9.7 million. C37J has
incurred significant operating losses sinceits inception and expects to incur significant losses for the foreseeable
future as C3J continues its development programs for Synthetic Phage for P. aeruginosa respiratory infections,
and its STAM P-based product candidates, including C16G2, a STAMP targeting S. mutans that C3Jis engineering
into a phage to create a C16G2 Synthetic Phage, and STAMPs or Synthetic Phage, in combination or individually
for other multi-drug resistant pathogens, collectively referred to herein as Product Candidates. In the future, C3J
intends to continue to conduct research and development, clinical testing, regulatory compliance and, if its
Product Candidates or other future product candidates, are approved for sale, and if C3J has not entered into
partnerships for sales, marketing with third party companies that would cover costs associated with these
activities, sales and marketing activities that, together with anticipated general and administrative expenses, will
likely result in C3Jincurring further significant losses for the foreseeabl e future.

31




TABLE OF CONTENTS

C3J currently generates no revenue from product sales, and may never be able to commercialize its Product
Candidates, or other future product candidates. C3J does not currently have the required approvals to market its
Product Candidates and C3J may never receive them. C3J may not be profitable even if it or any of itsfuture
development partners succeed in commercializing any of C3J s Product Candidates. Because of the numerous
risks and uncertainties associated with developing and commercializing C3J' s Product Candidates, C3Jis unable
to predict the extent of any future losses or when it will become profitable, if at all.

C3Jhasfinanced its research and development activities by raising over $135.0 million in equity financings
sinceitsinception. Asaresult of the Merger, an additional $10.0 million will be invested into the combined
company. Without the $10.0 million financing, and other equity or non-dilutive financingsin the future, until C3J
generates positive cash-flow from operations, C3J expects to continue to incur losses as it advancesits product
candidatesin FDA (and international) regulated clinical trials. Although C3J has a successful track record, equity
financings may not always be available and C3J s recurring losses and negative cash flows from operations raise
substantial doubt about its ability to continue as agoing concern. Asaresult, the audit report of C3J s
independent registered public accounting firm contained in C3J s consolidated financial statements as of and for
the years ended December 31, 2018 and 2017 included elsewhere in this proxy statement includes an explanatory
paragraph that describes conditions that raise substantial doubt about C3J s ability to continue as agoing
concern. If C3Jisunable to obtain adequate financing when needed, it could be forced to delay, reduce or
eliminate its research and development programs or other operations. If any of these events occur, C3J s ability to
achieveits development and commercialization goals would be adversely affected.

C3J sbusiness depends on the success of its Product Candidates, which arestill in preclinical or clinical
development, and its other future product candidates. | f C3J isunableto obtain regulatory approval for or
successfully commercializeits Product Candidates, or its other future product candidates, its business will be
materially harmed.

To date, C3J s business has been focused on the acquisition and development of its Product Candidates,
including its STAMP platform, led by its clinical testing of C16G2, and its Synthetic Phage Product Candidates led
by the development of a Synthetic Phage for P. aeruginosa. Successful continued development and ultimate
regulatory approval of its Product Candidatesis critical to the future success of its business. C3J hasinvested,
and will continueto invest, asignificant portion of itstime and financial resourcesin the clinical development of
its Product Candidates. C3J will need to raise sufficient funds to successfully completeits clinical devel opment
programs for its Product Candidates. The future regulatory and commercial success of its Product Candidates are
subject to anumber of risks, including the following:

*  C3Jmay not have sufficient financial and other resources to complete the necessary preclinical or
clinical trialsfor its Product Candidates including but not limited to Phase 2 clinical trials and, later,
registrational clinical trialsto obtain drug approval;

*  C3Jmay not be able to obtain adequate evidence from clinical trials of efficacy and safety for its Product
Candidates;

¢ C3Jdoes not know the degree to which its Product Candidates will be accepted as atherapy by
physicians, patients and payors, even if approved,;

* initsclinical programsfor its Product Candidates, C3J may experience variability in patients,
adjustmentsto clinical trial procedures and the need for additional clinical trial sites, which could delay
itsclinical trial progress;

+ theresultsof itsclinical trials may not meet the level of statistical or clinica significance required by the
United States Food and Drug Administration, or FDA, or comparable foreign regul atory bodies for
marketing approval;

*  patientsin C3J sclinical trialsmay die or suffer other adverse effects for reasons that may or may not be
related to its Product Candidates, which could delay or prevent further clinical development;

* thestandardsimplemented by clinical or regulatory agencies may change at any time;
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+ theFDA or foreign clinical or regulatory agencies may reguire efficacy endpoints for a Phase 3 clinical
trial that differ from the endpoints of C3J s current or future trials, which may require C3Jto conduct
additional clinical trials; and

¢ C3Jmay not be ableto obtain, maintain or enforceits patents and other intellectual property rights.

Of the large number of drugsin development in the pharmaceutical industry, only asmall percentage results
in the submission of anew drug application, or NDA, to the FDA and even fewer are approved for
commercialization. Furthermore, even if C3J does receive regulatory approval to market its Product Candidates,
any such approval may be subject to limitations on the indicated uses or patient populations for which C3J may
market the products. Accordingly, even if C3Jis ableto obtain the requisite financing to continue to fund its
development programs, C3J may be unabl e to successfully develop or commercialize its Product Candidates. If C3J
or any of its future development partners are unable to develop, or obtain regulatory approval for, or, if approved,
successfully commercialize its Product Candidates, C3J may not be able to generate sufficient revenue to continue
its business.

Theresults of preclinical studiesand early clinical trials are not always predictive of futureresults. Any
Product Candidate that C3J advancesinto clinical trials may not have favorableresultsin later clinical trials
or receiveregulatory approval.

Drug development has inherent risk. C3Jwill be required to demonstrate through adequate and well-
controlled clinical trials that its product candidates are safe and effective, with afavorable benefit-risk profile, for
usein their target indications before C3J can seek regulatory approvals for their commercial sale. Clinica studies
are expensive, difficult to design and implement, can take many yearsto complete and are uncertain as to outcome.
Delay or failure can occur at any stage of development, including after commencement of any of C3J sclinica
trials. In addition, successin early clinical trials does not mean that later clinical trials will be successful, because
later-stage clinical trials may be conducted in broader patient populations and involve different study designs. For
instance, C3J s Phase 1 results may not be predictive of any future Phase 2 results. Furthermore, C3J sfuturetrials
will need to demonstrate sufficient safety and efficacy in larger patient populations for approval by regulatory
authorities. Companies frequently suffer significant setbacksin advanced clinical trials, even after earlier clinical
trials have shown promising results. In addition, only asmall percentage of drugs under development result in the
submission of an NDA to the FDA and even fewer are approved for commercialization.

C3J cannot be certain that any of its ongoing or future clinical trials will be successful, and any safety
concerns observed in any one of itsclinical trialsin its targeted indications could limit the prospects for regulatory
approval of its product candidates in those and other indications.

If C3J encountersdifficulties enrolling patientsin itsclinical trials, itsclinical development activities could be
delayed or otherwise adversely affected.

C3Jmay not be ableto initiate, continue, or complete clinical trials required by the FDA or foreign regul atory
agenciesfor its Product Candidatesif it is unable to locate and enroll a sufficient number of eligible patientsto
participate in these clinical trials. Patient enrollment, asignificant factor in the timing to conduct and complete
clinical trials, is affected by many factors, including the size and nature of the patient popul ation, the proximity of
patientsto clinical sites, the eligibility criteriafor thetrial, the design of the clinical trial, competing clinical trials,
and clinicians' and patients’ perceptions as to the potential advantages and disadvantages of the product
candidate being studied in relation to other available therapies, including any new drugs that may be approved for
the indications C3Jisinvestigating. Potential patients for its Product Candidates may not be adequately
diagnosed or identified with the diseases which C3Jistargeting or may not meet the entry criteriafor C3J's
studies.

C3Jwill berequired to identify and enroll a sufficient number of patients for each of itsclinical trials of its
Product Candidates for their respective indications. C3J also may encounter difficultiesin identifying and enrolling
patients with a stage of infection appropriate for its ongoing or future clinical trials. C3J may not be ableto initiate
or continue clinical trialsif it isunableto locate a sufficient number of eligible
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patients to participate in the clinical trials required by the FDA or other foreign regulatory agencies. In addition,

the process of finding and diagnosing patients may prove costly. C3J sinability to enroll a sufficient number of

patients for any of itsclinical trials would result in significant delays or may require C3J to abandon one or more
clinicd trials.

If clinical trialsor regulatory approval processes for C3J’s Product Candidates are prolonged, delayed or
suspended, C3J may be unable to commercialize its Product Candidates on a timely basis, which would require
C3J toincur additional costs and delay C3J’ sreceipt of any revenue from potential product sales.

C3J cannot predict whether it will encounter problems with any of its completed, ongoing or planned clinical
trialsthat will cause C3J or any regulatory authority to delay or suspend those clinical trials or delay the analysis
of data derived from them. A number of events, including any of the following, could delay the completion of
C3J songoing and planned clinical trials and negatively affect its ability to obtain regulatory approval for, and to
market and sell, aparticular Product Candidate:

+ conditionsimposed on C3J by the FDA or other regulatory authorities regarding the scope or design of
itsclinical trials;

+ insufficient supply of C3J product candidates or other materials necessary to conduct and complete its
clinical trids;

*  slow enrollment and retention rate of subjectsinitsclinical trials; and

+  serious and unexpected drug-related side effects related to the product candidate being tested.

Commercialization of C3J s Product Candidates may be delayed by the imposition of additional conditions on
itsclinical trials by the FDA or any other applicable foreign regulatory authority or the requirement of additional
supportive studies by the FDA or such foreign regulatory authority.

C3J does not know whether C3J sclinical trialswill begin as planned, will need to be restructured, or will be
completed on schedule, if at al. Delaysin the initiation, enrollment or completion of C3J sclinical trialswill result
in increased development costs for its Product Candidates, and its financial resources may be insufficient to fund
any incremental costs. In addition, if C3J sclinical trials are delayed, its competitors may be able to bring products
to market before it does and the commercial viability of its Product Candidates could be limited.

If C3J failsto obtain the capital necessary to fund its operations, C3J will be unable to successfully develop
and commercialize its Product Candidates and/or other future product candidates.

Although C3J believes that AmpliPhi’s net cash available at the closing of the Merger, together with C3J s
existing cash and cash equivalents and the proceeds from the Financing, will be sufficient to fund the combined
company’ s operations through thefirst half of 2020, C3Jwill require substantial additional future working capital
in order to compl ete the remaining clinical development for its Product Candidates, and any of C3J sfuture
product candidates, through potential regulatory approval and through potential commercialization of these
product candidates. The amount and timing of any expenditure needed to implement C3J s development and
commercialization programs will depend on numerous factors, including:

*  thetype, number, scope, progress, expansion costs, results of and timing of C3J s ongoing or future
clinical trials or the need for additional clinical trials of its Product Candidates for their respective
indications, or any other product candidates which C3Jis pursuing or may choose to pursuein the
future;

*  thecosts of abtaining, maintaining and enforcing its patents and other intellectual property rights;

*  thecostsand timing of obtaining or maintaining manufacturing for its Product Candidates for their
respective indications, and any other product candidates, including commercial manufacturing if any
product candidate is approved;

+ thecostsand timing of establishing sales, marketing and reimbursement capabilities and enhanced
internal controls over financial reporting;
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+ thetermsand timing of establishing and maintaining collaborations, license agreements and other
partnerships;

*  costsassociated with any new product candidates that C3J may develop, in-license or acquire;
+ theeffect of competing technological and market devel opments;

*  thecosts associated with being a public company; and

+  thecosts of obtaining regulatory approval.

Some of these factors are outside of C3J' s control. C3J does not expect its existing capital resources, together
with the net cash of AmpliPhi at the closing of the Merger and the proceeds from the Financing, to be sufficient to
enableit to fund the completion of its clinical trials and commercialization of its Product Candidates. C3J expects
that it will need to raise substantial additional fundsin the future.

C3Jhas not sold any products, and it does not expect to sell or derive revenue from any product salesfor the
foreseeabl e future. C3J may seek additional funding through future debt financings and potentially dilutive equity
financings, aswell as potential additional collaborations or strategic partnerships with other companies or through
non-dilutive financings. Additional funding may not be available to C3J on acceptabletermsor at al. In addition,
the terms of any financing may adversely affect the holdings or the rights of C3J s shareholders. In addition, the
issuance of additional shares by C3J, or the possibility of such issuance, may cause the market price of C3J s
sharesto decline.

If C3Jisunableto obtain additional funding on atimely basis, C3J may be unable to complete planned clinical
trials for its Product Candidates for their respective indications, and any of its other product candidates, and C3J
may be required to significantly curtail some or al of its activities. C3Jaso could be required to seek funds
through arrangements with collaborative partners or otherwise that may require C3Jto relinquish rightsto its
product candidates or otherwise agree to terms unfavorable to C3J.

C3J'sindustry is highly competitive, and its product candidates may become obsol ete.

C3Jisengaged in arapidly evolving field. Competition from other pharmaceutical companies, biotechnology
companies and research and academic institutionsisintense and likely to increase. Many of those companies and
institutions have substantially greater financial, technical and human resources than C3J. Those companies and
institutions also have substantially greater experience in developing products, conducting clinical trials, obtaining
regulatory approval and in manufacturing and marketing pharmaceutical products. C3J s competitors may succeed
in obtaining regulatory approval for their products more rapidly than it does. Competitors have developed or arein
the process of devel oping technologies that are, or in the future may be, the basis for competitive products. Some
of these competitive products may have an entirely different approach or means of accomplishing the desired
therapeutic effect than products being developed by C3J. C3J s competitors may succeed in devel oping products
that are more effective and/or cost competitive than those it is devel oping, or that would render its product
candidates |ess competitive or even obsolete. In addition, one or more of C3J s competitors may achieve product
commercialization or patent protection earlier than C3J, which could materially adversely affect C3J' s business.

If the FDA or other applicable regulatory authorities approve generic products that compete with any of C3J's
or any of its partners’ product candidates, the sales of C3J’s product candidates would be adversely affected.

Once an NDA or marketing authori zation application outside the United States is approved, the product
covered thereby becomes a“listed drug” that can, in turn, be cited by potential competitorsin support of approval
of an abbreviated new drug application in the United States. Agency regulations and other applicable regulations
and policies provide incentives to manufacturers to create modified, non-infringing versions of adrug to facilitate
the approval of an abbreviated new drug application or other application for generic substitutesin the United
States and in nearly every pharmaceutical market around the world. These manufacturers might only be required to
conduct arelatively inexpensive study to show that their product has the same active ingredient(s), dosage form,
strength, route of administration and conditions of use, or labeling, as C3J s product and that the generic product
is bioequivalent to C3J s product, meaning it is absorbed in the body at the same rate and to the same extent as
C3J sproduct. These
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generic equivalents, which must meet the same quality standards as branded pharmaceuticals, would be
significantly less costly than C3J s product to bring to market, and companies that produce generic equivalents
are generally ableto offer their products at lower prices. Thus, after the introduction of a generic competitor, a
significant percentage of the sales of any branded product are typically lost to the generic product. Accordingly,
competition from generic equivalentsto C3J s product or any of its partners’ future products, if any, would
materially adversely affect C3J s future revenue, profitability and cash flows and substantially limit its ability to
obtain areturn on the investments C3J has made and expects to makeinits or any of its partners’ product
candidates, including its Product Candidates.

If physicians and patients do not accept C3J’ sfuture productsor if the market for indications for which any
Product Candidateis approved is smaller than expected, C3J may be unable to generate significant revenue, if
any.

Evenif any of C3J s Product Candidates or future product candidates obtain regulatory approval, they may
not gain market acceptance among physicians, patients, and third-party payers. Physicians may decide not to
recommend its treatments for a variety of reasonsincluding:

»  timing of market introduction of competitive products;

*  demonstration of clinical safety and efficacy compared to other products;
. cost-effectiveness;

. limited or no coverage by third-party payers;

. convenience and ease of administration;

*  prevalence and severity of adverse side effects;

. restrictionsin the label of the drug;

*  other potential advantages of alternative treatment methods; and

* ineffective marketing and distribution support of its products.

If any of C3J s Product Candidates are approved but fail to achieve market acceptance or such market is
smaller than anticipated, C3J may not be able to generate significant revenue and its business would suffer.

As C3J evolves from a company that is primarily involved in clinical development to a company that isalso
involved in commercialization, it may encounter difficultiesin expanding its operations successfully.

As C3Jadvancesits Product Candidates through clinical trials, it will need to expand its development,
regulatory, manufacturing, and marketing and sales capabilities and may need to further contract with third parties
to provide these capabilities. Asits operations expand, C3Jlikely will need to manage additional relationshipswith
such third parties, as well as additional collaborators, distributors, marketers and suppliers.

Maintaining third party relationships for these purposes will impose significant added responsibilities on
members of C3J s management and other personnel. C3J must be able to effectively manage its devel opment
efforts; recruit and train sales and marketing personnel, effectively manage its participation in the clinical trialsin
which its product candidates are involved and improve its managerial, development, operational and finance
systems, al of which may impose astrain on C3J s administrative and operational infrastructure.

If C3Jentersinto arrangements with third parties to perform sales, marketing or distribution services, any
product revenues that it receives, or the profitability of these product revenuesto C3J, are likely to be lower than if
C3Jwereto market and sell any products that it develops without the involvement of these third parties. In
addition, C3Jmay not be successful in entering into arrangements with third parties to sell and market its products
or in doing so on termsthat are favorableto C3J. C3Jlikely will have little control
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over such third parties, and any of them may fail to devote the necessary resources and attention to sell and
market its products effectively. If C3J does not establish sales and marketing capabilities successfully, either on its
own or in collaboration with third parties, C3J will not be successful in commercializing its products.

The uncertainty associated with pharmaceutical reimbursement and related matters may adver sely affect
C3J'sbusiness.

Market acceptance and sales of any one or more of C3J s Product Candidates will depend on reimbursement
policies and may be affected by future healthcare reform measuresin the United States and in foreign jurisdictions.
Government authorities and third-party payers, such as private health insurers and health maintenance
organizations, decide which drugs they will cover and establish payment levels. C3J cannot be certain that
reimbursement will be available for any of C3J' s product candidates. Also, C3J cannot be certain that
reimbursement policies will not reduce the demand for, or the price paid for, C3J products. If reimbursement is not
available or isavailable on alimited basis, C3J may not be able to successfully commercialize any product
candidates that it develops.

In the United States, the Medicare Prescription Drug, Improvement, and Modernization Act of 2003, also
called the Medicare Modernization Act, or MMA, changed the way Medicare covers and pays for pharmaceutical
products. The legislation established Medicare Part D, which expanded Medicare coverage for outpatient
prescription drug purchases by the elderly but provided authority for limiting the number of drugs that will be
covered in any therapeutic class. The MMA also introduced a new reimbursement methodol ogy based on average
sales prices for physician-administered drugs.

The United States and several foreign jurisdictions are considering, or have already enacted, a number of
legislative and regulatory proposals to change the healthcare system in ways that could affect its ability to sell its
products profitably. Among policy makers and payersin the United States and elsewhere, there is significant
interest in promoting changes in healthcare systems with the stated goals of containing healthcare costs,
improving quality and/or expanding access to healthcare. In the United States, the pharmaceutical industry has
been a particular focus of these efforts and has been significantly affected by major legislative initiatives. C3J
expects to experience pricing pressures in connection with the sale of any products that it develops dueto the
trend toward managed healthcare, the increasing influence of health maintenance organizations, and additional
legislative proposals.

In March 2010, the Patient Protection and Affordable Care Act, as amended by the Health Care and
Education Affordability Reconciliation Act, or collectively, ACA, became law in the United States, which
substantially changed the way healthcare is financed by both governmental and private insurers. While C3J
cannot predict what impact on federal reimbursement policies this legislation will have in general or on C3J s
business specifically, the ACA may result in downward pressure on pharmaceutical reimbursement, which could
negatively affect market acceptance of, and the price C3J may charge for, any productsit developsthat receive
regulatory approval. C3J also cannot predict the impact of ACA on C3J as many of the ACA reforms require the
promulgation of detailed regulations implementing the statutory provisions, which have not yet been fully
implemented.

If any product liability lawsuits are successfully brought against C3J or any of its collaborative partners, C3J
may incur substantial liabilities and may be required to limit commercialization of its product candidates.

C3Jfacesan inherent risk of product liability lawsuits related to the testing of its product candidatesin
serioudly ill patients and will face an even greater risk if product candidates are approved by regulatory authorities
and introduced commercially. Product liability claims may be brought against C3J or its partners by participants
enrolled in C3J sclinical trials, patients, healthcare providers or others using, administering or selling any of C3J's
future approved products. If C3J cannot successfully defend itself against any such claims, it may incur
substantial liabilities. Regardless of merit or eventual outcome, liability claims may result in:

*  decreased demand for any of C3J sfuture approved products;
e injury to C3J sreputation;

*  withdrawal of clinical trial participants;
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*  termination of clinical trial sitesor entiretrial programs,

+  dignificant litigation costs;

*  substantial monetary awards to or costly settlements with patients or other claimants;
»  product recalls or achange in theindications for which products may be used;

. loss of revenue;

+  diversion of management and scientific resources from C3J' s business operations; and

+ theinability to commercialize C3J s product candidates.

If any of C3J s product candidates are approved for commercial sale, C3Jwill be highly dependent upon
consumer perceptions of C3J and the safety and quality of its products. C3J could be adversely affected if it is
subject to negative publicity. C3J could also be adversely affected if any of its products or any similar products
distributed by other companies prove to be, or are asserted to be, harmful to patients. Also, because of C3J's
dependence upon consumer perceptions, any adverse publicity associated with illness or other adverse effects
resulting from patients’ use or misuse of C3J s products or any similar products distributed by other companies
could have amaterial adverse impact on C3J s results of operations.

C3Jdoes not currently hold product liability insurance coverage. Prior to commercialization of its product
candidates, C3Jwill need to purchase insurance coverage. Asaresult, C3J may be unable to maintain or obtain
sufficient insurance at areasonabl e cost to protect C3J against |osses that could have a material adverse effect on
its business. These liabilities could prevent or interfere with C3J' s product development and commercialization
efforts. A successful product liability claim or series of claims brought against C3J, particularly if judgments
exceed C3J sinsurance coverage, could decrease C3J' s cash resources and adversely affect its business, financial
condition and results of operations.

C3J’' semployees, contractors and partners may engage in misconduct or other improper activities, including
noncompliance with regulatory standards and requirements and insider trading.

C3Jisexposed to therisk of fraud or other misconduct by its employees, contractors or partners. Misconduct
by these parties could include failures to comply with FDA regulations, to provide accurate information to the
FDA, to comply with federal and state healthcare fraud and abuse laws and regulations, to report financial
information or datatimely, completely or accurately, or to disclose unauthorized activitiesto C3J. In particular,
sales, marketing and business arrangements in the healthcare industry are subject to extensive laws and
regulations intended to prevent fraud, misconduct, kickbacks, self-dealing and other abusive practices. These
laws and regulations may restrict or prohibit awide range of pricing, discounting, marketing and promotion, sales
commission, customer incentive programs and other business arrangements. Third-party misconduct could also
involve the improper use of information obtained in the course of clinical trials, which could result in regul atory
sanctions and serious harm to C3J sreputation. It is not always possible to identify and deter misconduct, and the
precautions C3J takes to detect and prevent this activity may not be effective in controlling unknown or
unmanaged risks or losses or in protecting C3J from governmental investigations or other actions or lawsuits
stemming from afailure to comply with these laws or regulations. If any such actions are instituted against C3J
resulting from this misconduct and C3Jis not successful in defending itself or asserting its rights, those actions
could have a significant impact on its business, including the imposition of significant fines or other sanctions.

C3J entersinto various contractsin the normal course of its businessin which C3J indemnifiesthe other party
tothe contract. In the event C3J hasto perform under these indemnification provisions, it could have a
material adverse effect on itsbusiness, financial condition and results of operations.

In the normal course of business, C3J periodically entersinto academic, commercial, service, collaboration,
licensing, consulting and other agreements that contain indemnification provisions. With respect to C3J' s
academic and other research agreements, C3J typically indemnifies the institution and related parties from losses
arising from claims relating to the products, processes or services made, used, sold or performed pursuant to the
agreements for which C3J has secured licenses, and from claims arising from C3J s or its potential sublicensees
exercise of rights under the agreement. With respect to C3J' s
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commercial agreements, C3Jindemnifiesits vendors from any third-party product liability claimsthat could result
from the production, use or consumption of the product, as well as for alleged infringements of any patent or other
intellectual property right by athird party.

Should C3J s obligation under an indemnification provision exceed applicable insurance coverage or if C3J
were denied insurance coverage, C3J s business, financial condition and results of operations could be adversely
affected. Similarly, if C3Jisrelying on acollaborator to indemnify C3J and the collaborator is denied insurance
coverage or the indemnification obligation exceeds the applicable insurance coverage, and if the collaborator does
not have other assets available to indemnify C3J, its business, financial condition and results of operations could
be adversely affected.

Because its Product Candidates have not yet received regulatory approval for any indication, it isdifficult to
predict the time and cost of development and C3J’ s ability to successfully complete clinical development and
obtain the necessary regulatory approvalsfor commercialization.

C3J s Product Candidates have not yet received regulatory approval for their respective indications, and
unexpected problems may arise that could cause C3Jto delay, suspend or terminate its development effortsin any
or al indications. Further, its Product Candidates have not yet demonstrated efficacy in patients, and the long-
term safety consequences of each of its Product Candidates are not known.

Any product candidatein C3J'scurrent or futureclinical trials may cause unacceptable adver se events or have
other propertiesthat may delay or prevent itsregulatory approval or commercialization or limit its
commercial potential.

Unacceptable adverse events caused by any of C3J s product candidatesin current or future clinical trials
could cause C3J or regulatory authorities to interrupt, delay or halt clinical trials and could result in the denial of
regulatory approval by the FDA or other regulatory authorities for any or all targeted indications and markets.
Thisin turn could prevent C3Jfrom completing development of or commercializing the affected product candidate
and generating revenue from its sale. If any of C3J' s product candidates cause unacceptable adverse eventsin
clinical trials, C3Jmay not be able to obtain regulatory approval or commercialize such product candidate.

If C3J failsto develop and commer cialize other product candidates, C3J may be unableto grow its business.

Although the development and commercialization of its Product Candidatesis C3J s primary focus, as part of
its longer-term growth strategy, C3J plans to evaluate the devel opment and commercialization of other therapies
developed from its STAMP Platform or Synthetic Phage Platform including products that are created by
combining both platforms, such as a synthetic S. mutans phage engineered with the C16G2 STAMP. These other
product candidates may require additional, time-consuming devel opment efforts prior to commercial sale,
including preclinical studies, clinical trials and approval by the FDA and/or applicable foreign regulatory
authorities. All product candidates are prone to the risks of failure that are inherent in pharmaceutical product
development, including the possibility that the product candidate will not be shown to be sufficiently safe and
effective for approval by regulatory authorities. In addition, C3J cannot assure you that any such products that
are approved will be manufactured or produced economically, be successfully commercialized, be widely accepted
in the marketplace, or be more effective than other commercially available alternatives.

Risks Related to C3J's Development, Commer cialization and Regulatory Approval

If C3J isunableto obtain required regulatory approvals, it will be unable to market and sell its product
candidates.

C3J s product candidates are subject to extensive governmental regulations relating to development, clinical
trials, manufacturing, oversight of clinical investigators, recordkeeping and commercialization. Rigorous preclinical
testing and clinical trials and an extensive regulatory review and approval process are required to be successfully
completed in the United States and in each foreign jurisdiction in which C3J offersits products before a new drug
can be sold in such jurisdictions. Satisfaction of these and other
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regulatory requirementsis costly, time consuming, uncertain, and subject to unanticipated delays. Thetime
required to obtain approval by the FDA, or the regulatory authority in such other jurisdictionsis unpredictable
and often exceeds five years following the commencement of clinical trials, depending upon the complexity of the
product candidate.

In connection with the clinical development of its product candidates, C3J faces risks that:
*  theproduct candidate may not prove to be safe and efficacious;

+  patientsmay die or suffer serious adverse effects for reasons that may or may not be related to the
product candidate being tested;

*  C3Jmay fail to maintain adequate records of observations and datafrom itsclinical trials, to establish
and maintain sufficient procedures to oversee, collect data from, and manage clinical trials, or to monitor
clinical trial sites and investigators to the satisfaction of the FDA or other regulatory agencies;

+ theresultsof later-phase clinical trials may not confirm the results of earlier clinical trials; and

+ theresultsfrom clinical trials may not meet the level of statistical significance or clinical benefit-to-risk
ratio required by the FDA or other regulatory agenciesto receive marketing approval.

Only asmall percentage of product candidates for which clinical trials are initiated receive approval for
commercialization. Furthermore, even if C3J does receive regulatory approval to market a product candidate, any
such approval may be subject to limitations such as those on the indicated uses for which C3J may market a
particular product candidate.

If C3J loses key management personnel, or if C3J failsto recruit additional highly skilled personnel, its ability
to identify, develop and commercialize products will be impaired.

C3Jishighly dependent on its current Chief Executive Officer, Todd R. Patrick, who will continue as the Chief
Executive Officer of the combined company following the Merger, its Chief Development Officer, Brian Varnum,
Ph.D., who will transition to President and Chief Devel opment Officer of the combined company, and its Vice
President of Operations, Duane Morris, who will continue as the Vice President of Operations of the combined
company. Theloss of Mr. Patrick, Dr. Varnum, Mr. Morris, or any other key member of C3J s staff would impair
C3J sability to identify, devel op and market new products. The loss of the services of these key personnel, or the
inability to attract and retain additional qualified personnel, could result in delays to development or approval,
loss of sales and diversion of management resources. In addition, C3J depends on its ability to attract and retain
other highly skilled personnel. Competition for qualified personnel isintense, and the process of hiring and
integrating such qualified personnel is often lengthy. C3J may be unable to recruit such personnel on atimely
basis, if at al, which would negatively affect C3J s development and commercialization programs.

Additionally, C3J does not currently maintain “key person” life insurance on the lives of Mr. Patrick,
Dr. Varnum, Mr. Morris, or any other key personnel and does not expect to maintain such apolicy for the
combined company following the Merger. This lack of insurance means that C3J may not receive adequate
compensation for the loss of the services of these individuals.

C3J currently has no marketing, sales or distribution infrastructure with respect to its product candidates. | f
C3Jisunableto develop its sales, marketing and distribution capability on its own or through collaborations
with marketing partners, C3J will not be successful in commercializing its product candidates.

C3Jcurrently has no marketing, sales or distribution capabilities and has limited sales or marketing experience
withinits organization. If any of C3J s product candidates, including its current Product Candidates, are approved,
C3Jintends either to establish a sales and marketing organization with technical expertise and supporting
distribution capabilities to commercialize its Product Candidates, or to outsource this function to athird party.
Either of these options would be expensive and time consuming. Some or all of these costs may beincurred in
advance of any approval of its Product Candidates. In addition, C3J may
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not be ableto hire asalesforcein the United Statesthat is sufficient in size or has adequate expertise in the
medical marketsthat C3Jintendsto target. Any failure or delay in the development of C3J sinternal sales,
marketing and distribution capabilities would adversely affect the commercialization of its Product Candidates and
other future product candidates.

With respect to C3J s existing and future product candidates, C3J may choose to collaborate with third
partiesthat have direct sales forces and established distribution systems, either to augment its own sales force
and distribution systems or as an alternative to C3J s own sales force and distribution systems. To the extent that
C3Jentersinto co-promotion or other licensing arrangements, C3J s product revenue may be lower than if it
directly marketed or sold any approved products. In addition, any revenue C3J receiveswill depend in whole or in
part upon the efforts of these third parties, which may not be successful and are generally not within C3J' s
control. If C3Jisunableto enter into these arrangements on acceptable terms or at all, C3J may not be ableto
successfully commercialize any approved products. If C3Jis not successful in commercializing any approved
products, either on its own or through collaborations with one or more third parties, C3J' s future product revenue
will suffer and it may incur significant additional losses.

C3J'sproduct candidates will remain subject to ongoing regulatory review even if they receive marketing
approval, and if C3J failsto comply with continuing regulations, C3J could lose these approvals and the sale
of any approved C3J commercial products could be suspended.

Even if C3Jreceivesregulatory approval to market a particular product candidate, the manufacturing,
labeling, packaging, adverse event reporting, storage, advertising, promotion, and record keeping related to the
product will remain subject to extensive regulatory requirements. If C3Jfailsto comply with the regulatory
requirements of the FDA and other applicable domestic and foreign regulatory authorities, or previously unknown
problems with any approved product, manufacturer, or manufacturing process are discovered, C3J could be
subject to administrative or judicially imposed sanctions, including:

*  restrictions on the products, manufacturers, or manufacturing processes;
. warning letters;

. civil or criminal penalties,

+ fines;

. injunctions;

. product seizures or detentions;

¢ pressureto initiate voluntary product recalls;

*  suspension or withdrawal of regulatory approvals; and

. refusal to approve pending applications for marketing approval of new products or supplementsto
approved applications.

Even if C3J obtains FDA approval of its Product Candidates or any other future product candidate, C3J or its
partners may never obtain approval or commercializeits products outside of the United States, which would
limit C3J’s ability to realize their full market potential.

In order to market any products outside of the United States, C3J must establish and comply with numerous
and varying regulatory requirements of other countries regarding clinical trial design, safety and efficacy. Clinical
trials conducted in one country may not be accepted by regulatory authoritiesin other countries, and regul atory
approval in one country does not mean that regulatory approval will be obtained in any other country. Approval
procedures vary among countries and can involve additional product testing and validation and additional
administrative review periods. Seeking foreign regulatory approvals could result in significant delays, difficulties
and costs for C3Jand may require additional preclinical studiesor clinical trials which would be costly and time
consuming. Regulatory reguirements can vary widely from country to country and could delay or prevent the
introduction of C3J s products in those countries. Satisfying these and other regulatory requirementsis costly,
time consuming, uncertain and subject to unanticipated delays. In addition, C3J sfailure to obtain regulatory
approval in any country may delay or
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have negative effects on the process for regulatory approval in other countries. C3J and its partners do not have
any product candidates approved for salein any jurisdiction, including international markets, and C3J does not
have experience in obtaining regulatory approval ininternational markets. If C3J or its partnersfail to comply with
regul atory requirements in international markets or to obtain and maintain required approvals, C3J starget market
will be reduced and its ability to realize the full market potential of its products will be harmed.

If C3J does not obtain protection under the Hatch-Waxman Amendments and similar foreign legislation by
extending the term of patents covering each of C3J’s product candidates, C3J’ s business may be materially
harmed.

Depending upon the timing, duration and conditions of FDA marketing approval of C3J s product
candidates, one or more of C3J s United States patents may be eligible for limited patent term extension under the
Drug Price Competition and Patent Term Restoration Act of 1984, referred to as the Hatch-Waxman Amendments.
The Hatch-Waxman Amendments permit a patent term extension of up to five yearsfor a patent covering an
approved product as compensation for effective patent term lost during product development and the FDA
regulatory review process. However, C3J may not receive an extension if it failsto apply within applicable
deadlines, failsto apply prior to expiration of relevant patents or otherwise fails to satisfy applicable requirements.
Moreover, the length of the extension could be lessthan C3J requests. If C3Jis unableto obtain a patent term
extension or the term of any such extension is less than C3J requests, the period during which C3J can enforceits
patent rights for that product may not extend beyond the current patent expiration dates and C3J s competitors
may obtain approval to market competing products sooner. As aresult, C3J srevenue could be materially reduced.

If C3J or its partners market productsin a manner that violates fraud and abuse and other healthcare laws, or
if C3J or its partners violate government pricereporting laws, C3J or its partners may be subject to
administrative, civil and/or criminal penalties.

In addition to FDA restrictions on marketing of pharmaceutical products, several other types of state and
federal healthcare laws, including those commonly referred to as “fraud and abuse” laws, have been applied in
recent years to restrict certain marketing practicesin the pharmaceutical industry. These laws include, among
others, false claims and anti-kickback statutes. At such time, if ever, as C3J or any of its partners market any of its
future approved products, it is possible that some of the business activities of C3J and/or its partners could be
subject to challenge under one or more of these laws.

Federal false claims, false statements and civil monetary penalties laws prohibit, among other things, any
person from knowingly presenting, or causing to be presented, afalse claim for payment to the federal government
or knowingly making, or causing to be made, a false statement to get afalse claim paid. The federal healthcare
program anti-kickback statute prohibits, among other things, knowingly and willfully offering, paying, soliciting or
receiving remuneration to induce, or in return for, purchasing, leasing, ordering or arranging for the purchase,
lease or order of any healthcare item or service reimbursable under Medicare, Medicaid or other federally financed
healthcare programs. This statute has been interpreted to apply to arrangements between pharmaceutical
manufacturers on the one hand and prescribers, purchasers and formulary managers on the other. Although there
are several statutory exceptions and regulatory safe harbors protecting certain common activities from
prosecution, the exceptions and safe harbors are drawn narrowly, and practices that involve remuneration
intended to induce prescribing, purchasing or recommending may be subject to scrutiny if they do not qualify for
an exception or safe harbor.

In addition, C3J and/or its partners may be subject to data privacy and security regulation, including the
Health Insurance Portability and Accountability Act of 1996, as amended by the Health Information Technol ogy
for Economic and Clinical Health Act, and their respective implementing regulations, which impose specified
reguirements relating to the privacy, security and transmission of individually identifiable health information.

Most states also have statutes or regulations similar to these federal laws, which may apply to items such as
pharmaceutical products and services reimbursed by private insurers. C3J and/or its partners may be subject to
administrative, civil and criminal sanctionsfor violations of any of these federal and state laws. Pharmaceutical
and other healthcare companies have been prosecuted under these laws for avariety of

42




TABLE OF CONTENTS

promotional and marketing activities, such as: providing free trips, free goods, sham consulting fees and grants
and other monetary benefitsto prescribers; reporting to pricing servicesinflated average wholesal e prices that
were then used by federal programs to set reimbursement rates; engaging in off-label promotion; and submitting
inflated best price information to the Medicaid Rebate Program to reduce liability for Medicaid rebates.

Risks Related to C3J'sRelianceon Third Parties

C3Jrelieson third partiesfor aspects of product devel opment.

C3Jrelieson third parties for certain aspects of product development, such as for animal pharmacology and
toxicology studies, and analytical assay development. In particular, C3J entered into the Research and Option
Agreement with PharmaCo (each as defined below) to engagein research of engineered phage, or acombination
of two or more engineered phages, that infect specific bacteria, pursuant to the criteria set forth in the research
plan. For more information about the Research and Option Agreement, please refer to the section entitled “ C3J
Business — Preclinical and Clinical Development Programs — Research Collaboration and Option to License
Agreement” below. Because C3Jrelies on third parties to conduct certain activities, C3J has less control over the
success of these programs than it would if it was conducting them on its own. Factors beyond C3J s control that
could impact the success of these programsinclude the amount of resources devoted to the programs by the
applicable third party, the staffing of those projects by third-party personnel, and the amount of time such
personnel devoteto its programs compared to other programs. Failure of C3J sthird-party collaboratorsto
successfully complete the projects that C3Jisworking on with them could result in delays in product development
and the need to expend additional resources, increasing C3J s expenses beyond current expectations. In addition,
the termination of any material agreement with any third party upon which C3Jrelies, including but not limited to
PharmaCo, could have amaterial adverse impact on C3J s business, product development efforts, and ability to
commercialize its products or obtain regularly approval.

C3J will rely on third partiesto conduct C3J'sclinical trials, and their failureto performtheir obligationsin a
timely or competent manner may delay development and commercialization of its product candidates.

C3J expectsto use third parties, such as clinical research organizations, to assist in conducting itsclinical
trials. However, C3J may face delays outside of its control if these third parties do not perform their obligationsin
atimely or competent fashion or if C3Jisforced to change service providers. Thisrisk is heightened for clinical
trials conducted outside of the United States, where it may be more difficult to ensure that clinical trials are
conducted in compliance with FDA requirements. Any third party that C3J hiresto conduct clinical trials may also
provide servicesto C3J s competitors, which could compromise the performance of their obligationsto C3J. If C3J
experiences significant delaysin the progress of itsclinical trials, the commercial prospects for product candidates
could be harmed and AmpliPhi’ s ability to generate product revenue would be delayed or prevented.

C3J'sreliance on third parties may requireit to shareits trade secrets, which will increase the possibility that
a competitor will discover them or that C3J’ strade secretswill be misappropriated or disclosed.

Because C3J may rely on third parties to conduct itsclinical trials and to produce its product candidates, C3J
must, at times, share trade secrets with them. C3Jwill seek to protect its proprietary technology in part by entering
into confidentiality agreements and, if applicable, material transfer agreements, consulting agreements or other
similar agreements with its third-party contractors and consultants prior to disclosing proprietary information.
These agreements typically limit the rights of the third partiesto use or disclose C3J s confidential information,
including its trade secrets. Despite the contractual provisions employed when working with third parties, the need
to share trade secrets and other confidential information increases the risk that such trade secrets become known
by C3J s competitors, are inadvertently incorporated into the technology of others, or are disclosed or used in
violation of these agreements. Given that C3J s proprietary position is based, in part, on its know-how and trade
secrets, acompetitor’s discovery of C3J strade secrets or other unauthorized use or disclosure would impair C3J's
competitive position and may have amaterial adverse effect on its business.
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Risks Related to C3J'sIntellectual Property

C3J depends on patents and proprietary technology. | f C3J failsto adequately protect thisintellectual
property or if C3J otherwise does not have exclusivity for the marketing of its products, its ability to
commercialize products could suffer.

C3J scommercial successwill depend in part on its ability to obtain and maintain patent protection sufficient
to prevent others from marketing its product candidates, as well as to defend and enforce these patents against
infringement and to operate without infringing the proprietary rights of others. Protection of C3J s product
candidates from unauthorized use by third parties will depend on having valid and enforceable patents cover its
product candidates or their manufacture or use or having effective trade secret protection. If C3J s patent
applications do not result in issued patents, or if C3J s patents are found to beinvalid, C3Jwill lose the ability to
exclude others from making, using or selling the inventions claimed therein. C3J has alimited number of patents
and pending patent applications.

The patent positions of biotechnology companies can be uncertain and involve complex legal and factual
questions. Thisis due to inconsistent application of policy and changesin policy relating to examination and
enforcement of biotechnology patentsto date on aglobal scale. The laws of some countries may not protect
intellectual property rightsto the same extent as the laws of countries having well-established patent systems, and
those countries may lack adequate rules and procedures for defending C3J sintellectual property rights. Also,
changesin either patent laws or in interpretations of patent laws may diminish the value of C3J sintellectual
property. C3Jis not able to guarantee that all of its patent applications will result in the issuance of patents and
C3J cannot predict the breadth of claimsthat may be allowed in its patent applications or in the patent applications
it may license from others.

Central provisions of The Leahy-Smith Americalnvents Act, or the Americalnvents Act, went into effect on
September 16, 2012 and on March 16, 2013. The America Invents Act includes a number of significant changesto
U.S. patent law. These changesinclude provisionsthat affect the way patent applications are being filed,
prosecuted and litigated. For example, the Americalnvents Act enacted proceedings involving post-issuance
patent review procedures, such asinter partesreview, or IPR, and post-grant review, that allow third partiesto
challenge the validity of an issued patent in front of the United States Patent and Trademark Office, or the U.S.
PTO, Patent Trial and Appeal Board. Each proceeding has different eligibility criteriaand different patentability
challengesthat can beraised. IPRs permit any person (except a party who has been litigating the patent for more
than ayear) to challenge the validity of the patent on the grounds that it was anticipated or made obvious by prior
art. Patents covering pharmaceutical products have been subject to attack in IPRs from generic drug companies
and from hedge funds. If it is within nine months of the issuance of the challenged patent, athird party can
petition the U.S. PTO for post-grant review, which can be based on any invalidity grounds and is not limited to
prior art patents or printed publications.

In post-issuance proceedings, U.S. PTO rules and regulations generally tend to favor patent challengers over
patent owners. For example, unlike in district court litigation, claims challenged in post-issuance proceedings are
given their broadest reasonable meaning, which increases the chance that a claim might be invalidated by prior art
or lack support in the patent specification. As another example, unlikein district court litigation, thereis no
presumption of validity for anissued patent, and thus, a challenger’ s burden to prove invalidity isby a
preponderance of the evidence, as opposed to the heightened clear and convincing evidence standard. Asa
result of these rules and others, statistics released by the U.S. PTO show a high percentage of claims being
invalidated in post-issuance proceedings. Moreover, with few exceptions, thereis no standing requirement to
petition the U.S. PTO for inter partesreview or post-grant review. In other words, companies that have not been
charged with infringement or that lack commercial interest in the patented subject matter can still petition the U.S.
PTO for review of anissued patent. Thus, even where C3J hasissued patents, its rights under those patents may
be challenged and ultimately not provide C3Jwith sufficient protection against competitive products or processes.

The degree of future protection for C3J s proprietary rightsis uncertain because legal means afford only
limited protection and may not adequately protect C3J srights or permit it to gain or keep its competitive
advantage. For example:
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*  C3Jmight not bethefirst to file patent applications for itsinventions;

*  others may independently develop similar or alternative product candidates to any of C3J s product
candidates that fall outside the scope of C3J' s patents;

*  C3Jspending patent applications may not result in issued patents,

¢ C3Jsissued patents may not provide a basis for commercially viable products or may not provide C3J
with any competitive advantages or may be challenged by third parties;

+  othersmay design around C3J' s patent claims to produce competitive products that fall outside the
scope of C3J s patents;

*  C3Jmay not develop additional patentable proprietary technologies related to C3J s product
candidates; and

*  C3Jisdependent upon the diligence of its appointed agentsin national jurisdictions, acting for and on
its behalf, which control the prosecution of pending domestic and foreign patent applications and
maintain granted domestic and foreign patents.

An issued patent does not guarantee C3J the right to practice the patented technology or commercialize the
patented product. Third parties may have blocking patents that could be used to prevent C3Jfrom commercializing
C3J s patented products and practicing its patented technology. C3J sissued patents and those that may be
issued in the future may be challenged, invalidated or circumvented, which could limit C3J s ability to prevent
competitors from marketing the same or related product candidates or could limit the length of the term of patent
protection of C3J's product candidates. Moreover, because of the extensive time required for development, testing
and regulatory review of apotential product, it is possible that, before any of C3J s product candidates can be
commercialized, any related patent may expire or remain in force for only a short period following
commercialization, thereby reducing any advantage of the patent. Patent term extensions may not be available for
these patents.

C3J relies on trade secrets and other forms of non-patent intellectual property protection. If C3J isunableto
protect its trade secrets, other companies may be able to compete more effectively against C3J.

C3Jrelies on trade secrets to protect certain aspects of its technology, including its proprietary processes for
manufacturing and purifying bacteriophages. Trade secrets are difficult to protect, especially in the pharmaceutical
industry, where much of the information about a product must be made public during the regulatory approval
process. Although C3J uses reasonabl e efforts to protect its trade secrets, its employees, consultants,
contractors, outside scientific collaborators and other advisors may unintentionally or willfully disclose C3J's
information to competitors. Enforcing a claim that athird party illegally obtained and is using C3J strade secret
information is expensive and time-consuming, and the outcome is unpredictable. In addition, courts outside the
United States may be lesswilling to or may not protect trade secrets. Moreover, C3J s competitors may
independently develop equivalent knowledge, methods and know-how.

If C3Jissuedfor infringing intellectual property rights of third partiesor if C3J isforced to engagein an
interference proceeding, it will be costly and time-consuming, and an unfavorable outcome in that litigation or
interference would have a material adverse effect on C3J’sbusiness.

C3J s ability to commercialize its product candidates depends on its ability to develop, manufacture, market
and sell its product candidates without infringing the proprietary rights of third parties. Numerous United States
and foreign patents and patent applications, which are owned by third parties, exist in the general field of anti-
infective products or in fields that otherwise may relate to C3J s product candidates. If C3Jis shown to infringe,
C3Jcould be enjoined from use or sale of the claimed invention if it is unable to prove that the patent isinvalid. In
addition, because patent applications can take many yearsto issue, there may be currently pending patent
applications, unknown to C3J, which may later result in issued patents that C3J s product candidates may infringe,
or which may trigger an interference proceeding regarding one of C3J s owned or licensed patents or applications.
There could also be existing patents of which C3Jis not aware that C3J s product candidates may inadvertently
infringe or which may become involved in an interference proceeding.
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The biotechnology and pharmaceutical industries are characterized by the existence of alarge number of
patents and fregquent litigation based on allegations of patent infringement. For so long as C3J s product
candidatesarein clinical trials, C3J believesits clinical activities fall within the scope of the exemptions provided
by 35 U.S.C. Section 271(e) in the United States, which exempts from patent infringement liability activities
reasonably related to the development and submission of information to the FDA. As C3J sclinical investigational
drug product candidates progress toward commercialization, the possibility of a patent infringement claim against
C3Jincreases. While C3J attemptsto ensure that its active clinical investigational drugs and the methodsiit
employsto manufacture them, as well asthe methods for their use C3Jintends to promote, do not infringe other
parties' patents and other proprietary rights, C3J cannot be certain they do not, and competitors or other parties
may assert that C3Jinfringestheir proprietary rightsin any event.

C3J may be exposed to future litigation based on claimsthat its product candidates, or the methods it
employs to manufacture them, or the uses for which it intends to promote them, infringe the intellectual property
rights of others. C3J s ability to manufacture and commercialize its product candidates may depend on its ability to
demonstrate that the manufacturing processes it employs and the use of its product candidates do not infringe
third-party patents. If third-party patents were found to cover C3J' s product candidates or their use or
manufacture, C3J could be required to pay damages or be enjoined and therefore unable to commercialize its
product candidates, unlessit obtained alicense. A license may not be available to C3J on acceptable terms, if at
al.

C3J’'srightsto develop and commercialize its product candidates are subject in part to the termsand
conditions of an exclusive license granted to C3J by The Regents of the University of California.

C3Jentered into an exclusive license agreement, or the UCLA Agreement, with The Regents of the University
of California, or UCLA, on April 24, 2007. Pursuant to the terms of the UCLA Agreement, UCLA granted an
exclusive licenseto C3J of itsrightsin its specifically targeted antimicrobial peptide, or STAMP, platform,
including rights to develop and commercialize any products developed using the STAMP platform. In exchange
for the exclusive license, UCLA was entitled to receive from C3J an upfront payment, and is entitled to receive, for
the term of the UCLA Agreement, milestone paymentstied to the achievement of product development and
regulatory milestones, and royalty payments based on net sales of products developed using the STAMP
platform, subject to certain reductions. C3J must diligently proceed with the devel opment, manufacture and sale of
the products devel oped using the STAMP platform. Unless earlier terminated pursuant to other provisions of the
UCLA Agreement, the UCLA Agreement will be effective for the life of the last-to-expire patent related to the
STAMP platform, or until the last patent application licensed under the UCLA Agreement is abandoned, provided
that no licensed patent isissued.

C3Jdoes not have, nor has C3J had, any material disputes with UCLA regarding the UCLA Agreement.
However, if thereis any future dispute between C3J and UCLA regarding the parties' rights under the UCLA
Agreement, C3J s ability to develop and commercialize any products devel oped using the STAMP platform may
be materially harmed. Any uncured, material breach under the UCLA Agreement could result in C3J sloss of
exclusive rights to the STAMP platform and may lead to a complete termination of the UCLA Agreement and force
C3Jto cease product development efforts for the STAMP platform.

C3J may fail to comply with any of its obligations under agreements pursuant to which it licensesrightsor
technology, which could result in the loss of rights or technology that are material to C3J’ sbusiness.

C3Jmay enter into license agreements from time to time. Licensing of intellectual property isimportant to
C3J shusiness and involves complex legal, business and scientific issues. Disputes may arise regarding
intellectual property subject to alicensing agreement, including but not limited to:

+  thescope of rights granted under the license agreement and other interpretation-related i ssues;

* theextent to which C3J stechnology and processes infringe on intellectual property of the licensor that
isnot subject to the licensing agreement;

+  thesublicensing of patent and other rights;
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*  C3Jsdiligence obligations under the license agreement and what activities satisfy those diligence
obligations;

*  theownership of inventions and know-how resulting from the joint creation or use of intellectual
property by C3Jand itslicensors and collaborators; and

+ thepriority of invention of patented technology.

If disputes over intellectual property and other rights that C3J has licensed or acquired from third parties
prevent or impair C3J s ability to maintain its current licensing arrangements on acceptable terms, C3J may be
unable to successfully develop and commercialize the affected product candidates.

Risks Related to the Combined Company

The combined company will be seeking to develop antibacterial agents using bacteriophage technology, a
novel approach, which makesit difficult to predict the time and cost of development. No bacteriophage
products have been approved in the United States or elsewhere.

The combined company will be devel oping product candidates with bacteriophage technology. The
combined company will not have, nor to AmpliPhi’ s and C3J s knowledge has any other company, received
regulatory approval from the FDA or equivalent foreign agencies for a pharmaceutical drug based on this
approach. Whilein vitro studies have characterized the behavior of bacteriophagesin cell cultures and there
existsabody of literature regarding the use of phage therapy in humans, the safety and efficacy of phage therapy
in humans has not been extensively studied in well-controlled modern clinical trials. Most of the prior research on
phage-based therapy was conducted in the former Soviet Union prior to and immediately after World War 11 and
lacked appropriate control group design or lacked control groups at all. Furthermore, the standard of care has
changed substantially during the ensuing decades since those studies were performed, diminishing the relevance
of prior claims of improved cure rates. Neither AmpliPhi nor C3J can be certain that this approach will lead to the
development of approvable or marketable drugs.

Developing phage-based therapies on a commercial scale will aso require devel oping new manufacturing
processes and techniques. The combined company and its third-party collaborators may experience delaysin
developing manufacturing capabilities for the combined company’ s product candidates, and may not be able to do
so at the scale required to efficiently conduct the clinical trials required to obtain regulatory approval of its
product candidates, or to manufacture commercial quantities of their products, if approved.

In addition, the FDA or other regulatory agencies may lack experience in evaluating the safety and efficacy of
drugs based on these approaches, which could lengthen the regulatory review process, increase the combined
company’s development costs and delay or prevent commercialization of the combined company’s product
candidates.

Delaysin the combined company’ s clinical trials could result in it not achieving anticipated developmental
milestones when expected, increased costs, and delay its ability to obtain regulatory approval for and
commercializeits product candidates.

Delaysin the combined company’ s ability to commence or enroll patients for itsclinical trials could result in it
not meeting anticipated clinical milestones and could materially impact its product development costs and delay
regulatory approval of its product candidates. Planned clinical trials may not be commenced or completed on
schedule, or at all. Clinical trials can be delayed for avariety of reasons, including:

* delaysinthe development of manufacturing capabilities for the combined company’ s product
candidates to enable their consistent production at clinical trial scale;

+ failuresin the combined company’sinternal manufacturing operations that result in itsinability to
consistently and timely produce bacteriophagesin sufficient quantities to support itsclinical trials;

* theavailability of financial resourcesto commence and complete the combined company’ s planned
clinical trids;

* delaysinreaching a consensus with clinical investigators on study design;
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* delaysinreaching a consensus with regulatory agencies on trial design or in obtaining regulatory
approval to commence atrial;

*  delaysinobtaining clinical materials;
+  slower than expected patient recruitment for participationin clinical trias;

+  failureby clinical trial sites, other third parties, or the combined company to adhereto clinical trial
agreements;

+ delaysinreaching agreement on acceptable clinical trial agreement terms with prospective sites or
obtaining institutional review board approval; and

+  adverse safety events experienced during the combined company’sclinical trials.

If the combined company does not successfully commence or completeits clinical trials on schedule, the
price of its common stock may decline.

Completion of clinical trials depends, among other things, on the combined company’s ability to enroll a
sufficient number of patients, which is afunction of many factors, including:

*  thetherapeutic endpoints chosen for evaluation;

+  theéligibility criteria defined in the protocol;

*  the perceived benefit of the product candidate under study;

*  thesize of the patient population required for analysis of the clinical trial’ s therapeutic endpoints;

*  thecombined company’s ability to recruit clinical trial investigators and sites with the appropriate
competencies and experience;

*  thecombined company’s ability to obtain and maintain patient consents; and

+  competition for patients from clinical trialsfor other treatments.

The combined company may experience difficultiesin enrolling patientsinitsclinical trials, which could
increase the costs or affect the timing or outcome of these clinical trials. Thisis particularly true with respect to
diseases with relatively small patient populations.

The combined company will not have completed formulation development of its product candidates.

The development of the combined company’ s bacteriophage product candidates requires that the combined
company isolate, select and combine anumber of bacteriophages that target the desired bacteria for that product
candidate. The selection of bacteriophages for any of the combined company’ s product candidates is based on a
variety of factors, including, without limitation, the ability of the selected phages, in combination, to successfully
kill the targeted bacteria, the degree of cross-reactivity of theindividual phages with the same part of the bacterial
targets, the ability of the combined phages to satisfy regulatory requirements, the combined company’s ability to
manufacture sufficient quantities of the phages, intellectual property rights of third parties, and other factors.
While the combined company has selected initial formulations of AB-SAOQ1 for the treatment of S. aureus
infections, AB-PAOL for the treatment of P. aeruginosa infections, C3J s Synthetic Phage and STAMP-based
Product Candidates, there can be no assurance that these initial formulations will be the final formulations of such
product candidates for commercialization if approved. If the combined company is unable to complete formulation
development of its product candidatesin the time frame that has been anticipated, then the combined company’s
product devel opment timelines, and the regulatory approval of its product candidates, could be delayed.

The combined company’ s product candidates must undergo rigorous clinical testing, such clinical testing may
fail to demonstrate safety and efficacy and any of the combined company’s product candidates could cause
undesirable side effects, which would substantially delay or prevent regulatory approval or commercialization.

Before the combined company can obtain regulatory approval for a product candidate, it must undertake
extensive clinical testing in humans to demonstrate safety and efficacy to the satisfaction of the FDA or other
regulatory agencies. Clinical trials of new drug candidates sufficient to obtain regulatory marketing approval are
expensive and take years to complete.
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Neither AmpliPhi nor C3J can be certain of successfully completing clinical testing within the time frame they
have planned, or at al. The combined company may experience numerous unforeseen events during, or as aresult
of, theclinical trial processthat could delay or prevent the combined company from receiving regulatory approval
or commercializing its product candidates, including the following:

+  clinical trials may produce negative or inconclusive results, and the combined company may decide, or
regulators may requireit, to conduct additional clinical and/or preclinical testing or to abandon
programs,

+ theresultsobtained in earlier stage clinical testing may not be indicative of resultsin future clinical
trials;

+ clinical tria results may not meet the level of statistical significance required by the FDA or other
regulatory agencies,

+  thecombined company, or regulators, may suspend or terminate the combined company’sclinical trials
if the participating patients are being exposed to unacceptable health risks; and

+  the combined company’s product candidates may have unintended or undesirable effects on patients
that may delay or preclude regulatory approval of the combined company’s product candidates or limit
their commercia use, if approved.

The combined company may conduct clinical trialsfor its products or product candidates outside the United
States and the FDA may not accept data from such trials.

AmpliPhi completed an investigator-sponsored clinical trial of AB-SAO01 at the University of Adelaidein
Australiafor CRSin December 2016. Although the FDA may accept data from clinical trials conducted outside the
United States, acceptance of such study data by the FDA is subject to certain conditions. For example, the study
must be well designed and conducted and performed by qualified investigators in accordance with ethical
principles. The study population must also adequately represent the U.S. population, and the data must be
applicableto the U.S. population and U.S. medical practice in ways that the FDA deems clinically meaningful.
Generally, the patient population for any clinical studies conducted outside of the United States must be
representative of the population for whom the combined company intendsto label the product in the United
States. In addition, such studies would be subject to applicable local laws and FDA acceptance of the datawould
be dependent upon its determination that the studies also complied with all applicable U.S. laws and regul ations.
There can be no assurance the FDA will accept data from trials conducted outside of the United States. |f the FDA
does not accept any such data, it would likely result in the need for additional trials, which would be costly and
time consuming and delay aspects of the combined company’ s business plan. Despite the positive feedback
AmpliPhi received from the FDA in April 2017 regarding AmpliPhi’s proposal to commence a Phase 2 clinical trial
of AB-SAO01 in the United States, there can be no assurances that the FDA would ultimately support any decision
by the combined company to pursue a Phase 2 clinical trial based on data AmpliPhi currently has available.

The combined company may need to license additional intellectual property rights.

The development and commercialization of phage-based antibacterial agents may require the combined
company to obtain rightsto intellectual property from third parties. For example, pursuant to AmpliPhi’s
Collaborative Research and Devel opment Agreement with the United States Army Medical Research and Materiel
Command and the Walter Reed Army Institute of Research, AmpliPhi is currently focusing on developing
bacteriophage therapeuticsto treat S. aureus infections. To the extent the intellectual property is generated from
the United States Army Medical Research and Materiel Command or Walter Reed Army | nstitute of Research that
isused in acommercial product, the combined company may be obligated to make payments such asroyalties,
licensing fees and milestone payments. The combined company may also determine that it is necessary or
advisableto license other intellectual property from third parties. There can be no assurance that such intellectual
property rights would be available on commercially reasonable terms, if at all.

The combined company will be subject to significant regulatory approval requirements, which could delay,
prevent or limit its ability to market its product candidates.

The combined company’ s research and development activities, preclinical studies, clinical trials and the
anticipated manufacturing and marketing of its product candidates will be subject to extensive regulation
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by the FDA and other regulatory agenciesin the United States and by comparabl e authoritiesin Europe and
elsewhere. There can be no assurance that the combined company’ s manufacturing facilities will satisfy the
reguirements of the FDA or comparabl e foreign authorities. The combined company will require the approval of
the relevant regulatory authorities before it may commence commercial sales of its product candidatesin agiven
market. The regulatory approval processis expensive and time-consuming, and the timing of receipt of regulatory
approval isdifficult to predict. The combined company’ s product candidates could require asignificantly longer
time to gain regulatory approval than expected or may never gain approval. It is uncertain, even after expending
substantial time and financial resources, whether the combined company will obtain regulatory approval for any of
its product candidates. A delay or denial of regulatory approval could delay or prevent the combined company’s
ability to generate product revenues and to achieve profitability.

Changes in regulatory approval policies during the development period of any of the combined company’s
product candidates, changes in, or the enactment of, additional regulations or statutes, or changes in regulatory
review practices for a submitted product application may cause a delay in obtaining approval or result in the
rejection of an application for regulatory approval.

Regulatory approval, if obtained, may be made subject to limitations on the indicated uses for which the
combined company may market a product. These limitations could adversely affect the combined company’s
potential product revenues. Regulatory approval may also require costly post-marketing follow-up studies. In
addition, the labeling, packaging, adverse event reporting, storage, advertising, promotion and record-keeping
related to the product will be subject to extensive ongoing regulatory requirements. Furthermore, for any marketed
product, its manufacturer and its manufacturing facilities will be subject to continual review and periodic
inspections by the FDA or other regulatory authorities. Failure to comply with applicable regulatory requirements
may, among other things, result in fines, suspensions of regulatory approvals, product recalls, product seizures,
operating restrictions and criminal prosecution.

A variety of risks associated with the combined company’ sinternational operations could materially adversely
affect itsbusiness.

In addition to the combined company’ s U.S. operations, it will have operations and subsidiariesin Australia
and Slovenia. The combined company will face risks associated with itsinternational operations, including
possible unfavorable regulatory, pricing and reimbursement, political, tax and labor conditions, which could harm
its business. The combined company will be subject to numerous risks associated with international business
activities, including:

+  compliance with differing or unexpected regul atory requirements for the devel opment, manufacture and,
if approved, commercialization of the combined company’s product candidates;

+ difficultiesin staffing and managing foreign operations;
+  foreign government taxes, regulations and permit requirements;

+ U.S andforeign government tariffs, trade restrictions, price and exchange controls and other regulatory
requirements,

¢ anti-corruption laws, including the Foreign Corrupt Practices Act, or the FCPA;

. economic weakness, including inflation, natural disasters, war, events of terrorism or political instability
in particular foreign countries;

+  fluctuationsin currency exchange rates, which could result in increased operating expenses and
reduced revenues, and other obligations related to doing business in another country;

+  compliance with tax, employment, immigration and |abor laws, regulations and restrictions for employees
living or traveling abroad;

. workforce uncertainty in countries where labor unrest is more common than in the United States;
+  production shortages resulting from any events affecting raw material supply or manufacturing
capabilities abroad;
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*  changesin diplomatic and trade relationships; and

+  challengesin enforcing the combined company’s contractual and intellectual property rights, especially
in those foreign countries that do not respect and protect intellectual property rights to the same extent
asthe United States.

These and other risks associated with the combined company’ sinternational operations may materially
adversely affect its business, financial condition and results of operations.

The combined company will not have a sales force and does not have plansto develop one.

The commercial success of any of the combined company’s product candidates will depend upon the
strength of sales and marketing efforts for them. The combined company does not have a sales force and will not
have any experiencein sales, marketing or distribution. To successfully commercialize the combined company’s
product candidates, the combined company will need to devel op such a capability or seek assistance from athird
party with alarge distribution system and alarge direct sales force. The combined company may be unable to put
such aplanin place. In addition, if the combined company arranges for others to market and sell its products, its
revenues will depend upon the efforts of those parties. Such arrangements may not succeed. Even if one or more
of the combined company’s product candidates is approved for marketing, if the combined company failsto
establish adequate sales, marketing and distribution capabilities, independently or with others, its business will be
materially harmed.

The combined company’ s success will depend in part on attracting, retaining and motivating its personnel.

The combined company’ s success will depend on its ability to attract, retain and motivate highly qualified
management, clinical and scientific personnel and on its ability to devel op and maintain important relationships
with leading academic institutions, clinicians and scientists. The combined company’s successwill depend on its
ability to retain and motivate personnel and hire additional qualified personnel when required. Competition for
qualified personnel in the biotechnology field isintense. The combined company will face competition for
personnel from other biotechnology and pharmaceutical companies, universities, public and private research
institutions and other organizations. The combined company will a so face competition from other more well-
funded and well-established businesses, and it may also be viewed as ariskier choice from ajob stability
perspective due to its newer status relative to longer existing biotech and pharmaceutical companies. The
combined company may not be able to attract and retain qualified personnel on acceptable terms given the
competition for such personnel. If the combined company is unsuccessful in its retention, motivation and
recruitment efforts, it may be unable to execute its business strategy.

The combined company will need to manage a geographically dispersed organization.

While the combined company will be asmall company, it will have operationsin the United States, Australia
and Slovenia. In the future, the combined company may also operate facilitiesin other locations based on
proximity to personnel with the expertise needed to research, devel op and manufacture phage-based therapeutics,
costs of operations or other factors. Managing the combined company’ s organization across multiple locations
and multiple time zones may reduce its efficiency, increase its expenses and increase the risk of operational
difficultiesin the execution of its plans.

The combined company’ s business and operations might be adver sely affected by security breaches, including
any cybersecurity incidents.

The combined company will depend on the efficient and uninterrupted operation of its computer and
communications systems, which will be used for, anong other things, sensitive company data, including its
financial data, intellectual property and other proprietary businessinformation.

While certain of the combined company’ s operations will have business continuity and disaster recovery
plans and other security measures intended to prevent and minimize the impact of I T-related interruptions, its 1T
infrastructure and the I T infrastructure of its consultants, contractors and vendors are vulnerabl e to damage from
cyberattacks, computer viruses, unauthorized access, electrical failures and natural disasters or other catastrophic
events. The combined company could experience failuresin its

51




TABLE OF CONTENTS

information systems and computer servers, which could result in an interruption of its normal business operations
and require substantial expenditure of financial and administrative resources to remedy. System failures, accidents
or security breaches can cause interruptions in the combined company’ s operations and can result in amaterial
disruption of its targeted phage therapies, bacteriophage product candidates and other business operations. The
loss of datafrom completed or future studies or clinical trials could result in delays in the combined company’s
research, development or regulatory approval efforts and significantly increase its costs to recover or reproduce
the data. To the extent that any disruption or security breach were to result in aloss of, or damage to, the
combined company’ s data or applications, or inappropriate disclosure of confidential or proprietary information,
the combined company could incur liabilities and the devel opment of its product candidates could be delayed or
otherwise adversely affected.

Even though AmpliPhi and C3J believe the combined company will carry commercially reasonabl e business
interruption and liability insurance, it might suffer losses as aresult of businessinterruptions that exceed the
coverage available under itsinsurance policies or for which it does not have coverage. For example, the combined
company will not be insured against terrorist attacks or cyberattacks. Any natural disaster or catastrophic event
could have a significant negative impact on the combined company’s operations and financial results. Moreover,
any such event could delay the development of the combined company’s product candidates.

I f the combined company’ s competitors are able to develop and market products that are more effective, safer
or more affordable, or obtain marketing approval before the combined company, its commercial opportunities
may be limited.

Competition in the biotechnol ogy and pharmaceutical industriesisintense and continues to increase. Some
companies that are larger and have significantly more resources than the combined company are aggressively
pursuing antibacterial development programs, including traditional therapies and therapies with novel mechanisms
of action. In addition, other companies are devel oping phage-based products for non-therapeutic uses and may
elect to use their expertise in phage development and manufacturing to try to develop products that would
compete with the combined company’s.

The combined company will also face potential competition from academic institutions, government agencies
and private and public research institutions engaged in the discovery and development of drugs and therapies.
Many of the combined company’s competitors have significantly greater financial resources and expertisein
research and development, preclinical testing, conducting clinical trials, obtaining regulatory approvals,
manufacturing, sales and marketing. Smaller or early-stage companies may also prove to be significant
competitors, particularly through collaborative arrangements with large and established pharmaceutical
companies.

The combined company’ s competitors may succeed in developing products that are more effective, have
fewer side effects and are safer or more aff ordabl e than the combined company’ s product candidates, which would
render the combined company’ s product candidates |ess competitive or noncompetitive. These competitors also
compete with the combined company to recruit and retain qualified scientific and management personnel, establish
clinical trial sites and patient registration for clinical trials, aswell as to acquire technol ogies and technology
licenses complementary to the combined company’s programs or advantageous to its business. Moreover,
competitorsthat are able to achieve patent protection, obtain regulatory approvals and commence commercial
sales of their products before the combined company, and competitors that have already done so, may enjoy a
significant competitive advantage.

The Generating Antibiotics Incentives Now Act isintended to provide incentives for the devel opment of
new, qualified infectious disease products. These incentives may result in more competition in the market for new
antibiotics and may cause pharmaceutical and biotechnology companies with more resources to shift their efforts
towards the development of products that could be competitive with the combined company’ s product
candidates.
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Thereisa substantial risk of product liability claimsin the combined company’ s business. | f the combined
company does not obtain sufficient liability insurance, a product liability claim could result in substantial
liabilities.

The combined company’ s businessis exposed to significant potential product liability risksthat are inherent
in the development, manufacturing and marketing of human therapeutic products. Regardless of merit or eventual
outcome, product liability claims may result in:

*  delay or failure to complete the combined company’ s clinical trials;

o withdrawal of clinical trial participants;

*  decreased demand for the combined company’s product candidates;
¢ injury to the combined company’ s reputation;

+ litigation costs;

*  substantial monetary awards against the combined company; and

+ diversion of management or other resources from key aspects of the combined company’ s operations.

If the combined company succeeds in marketing products, product liability claims could result in an FDA
investigation of the safety or efficacy of the combined company’ s products, its manufacturing processes and
facilities or its marketing programs. An FDA investigation could a so potentially lead to arecall of the combined
company’s products or more serious enforcement actions, or limitations on the indications for which they may be
used, or suspension or withdrawal of approval.

The combined company will have product liability insurance that covers the combined company’s clinical
trials up to a$10.0 million annual per claim and aggregate limit. The combined company intendsto expand its
insurance coverage to include the sale of commercial productsif marketing approval is obtained for its product
candidates or any other compound that it may develop. However, insurance coverageis expensive and the
combined company may not be able to maintain insurance coverage at areasonable cost or at all, and the
insurance coverage that it obtains may not be adequate to cover potential claims or losses.

Even if the combined company receives regulatory approval to market its product candidates, the market may
not be receptive to its product candidates upon their commercial introduction, which would negatively affect
its ability to achieve profitability.

The combined company’ s product candidates may not gain market acceptance among physicians, patients,
healthcare payors and the medical community. The degree of market acceptance of any approved products will
depend on a number of factors, including:

*  theeffectiveness of the product;

+  theprevalence and severity of any side effects;

*  potential advantages or disadvantages over alternative treatments;

. rel ative convenience and ease of administration;

*  thestrength of marketing and distribution support;

+ theprice of the product, both in absolute terms and relative to alternative treatments; and

+  sufficient third-party coverage or reimbursement.

If the combined company’ s product candidates receive regulatory approval but do not achieve an adequate
level of acceptance by physicians, healthcare payors and patients, it may not generate product revenues sufficient
to attain profitability.
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Foreign governmentstend to impose strict price controls, which may adversely affect the combined company’s
future profitability.

In some foreign countries, particularly in the European Union, prescription drug pricing is subject to
governmental control. In these countries, pricing negotiations with governmental authorities can take
considerable time after the receipt of marketing approval for aproduct. To obtain reimbursement or pricing
approval in some countries, the combined company may be required to conduct aclinical trial that compares the
cost-effectiveness of its product candidate to other available therapies. If reimbursement of the combined
company’s productsis unavailable or limited in scope or amount, or if pricing is set at unsatisfactory levels, the
combined company’ s profitability will be negatively affected.

The combined company may incur significant costs complying with environmental laws and regulations, and
failureto comply with these laws and regulations could expose the combined company to significant
liabilities.

The combined company’ s research and development activities use biological and hazardous materials that
are dangerous to human health and safety or the environment. The combined company will be subject to avariety
of federal, state and local laws and regulations governing the use, generation, manufacture, storage, handling and
disposal of these materials and wastes resulting from these materials. The combined company will aso be subject
to regulation by the Occupational Safety and Health Administration, or OSHA, state and federal environmental
protection agencies and to regulation under the Toxic Substances Control Act. OSHA, state governments or
federal Environmental Protection Agency, or EPA, may adopt regulations that may affect the combined company’s
research and development programs. Neither AmpliPhi nor C3Jwill be able to predict whether any agency will
adopt any regulations that could have a material adverse effect on the combined company’ s operations. The
combined company will incur capital and operating expenditures and other costsin the ordinary course of its
businessin complying with these laws and regulations.

Although AmpliPhi and C3J believe the combined company’ s safety procedures for handling and disposing
of these materials will comply with federal, state and local laws and regul ations, the combined company will not be
ableto entirely eliminate the risk of accidental injury or contamination from the use, storage, handling or disposal
of hazardous materials. In the event of contamination or injury, the combined company could be held liable for any
resulting damages, and any liability could significantly exceed itsinsurance coverage.

Neither AmpliPhi nor C3J anticipate paying any cash dividends on the combined company’ s common stock in
the foreseeable future.

Neither AmpliPhi nor C3J have ever declared or paid cash dividends on their respective common stock.
Neither AmpliPhi nor C3J anticipate paying any cash dividends on the combined company’ s common stock in the
foreseeable future. It is anticipated that the combined company will retain all available funds and any future
earningsto fund the development and growth of its business. As aresult, capital appreciation, if any, of the
combined company’ s common stock will be the combined company’ s shareholders’ sole source of gain for the
foreseeable future.

Maintaining and improving the combined company’ s financial controlsand the requirements of being a
public company may strain the combined company’ s resources, divert management’ s attention and affect its
ability to attract and retain qualified board members.

Asa public company, the combined company will be subject to the reporting requirements of the Exchange
Act, the Sarbanes-Oxley Act and the rules of the NY SE American. The requirements of these rules and regulations
will increase the combined company’ s legal and financial compliance costs, make some activities more difficult,
time-consuming or costly and place strain on its personnel, systems and resources. The Exchange Act requires,
among other things, that the combined company file annual, quarterly and current reports with respect to its
business and financial condition.

The Sarbanes-Oxley Act requires, among other things, that the combined company maintain effective
disclosure controls and procedures and internal control over financial reporting. Ensuring that the combined
company will have adequate internal financial and accounting controls and proceduresin placeisacostly and
time-consuming effort that needs to be re-evaluated frequently.
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It is expected that the combined company will not have an internal audit group, and the combined company
may need to hire additional accounting and financial staff with appropriate public company experience and
technical accounting knowledge. Implementing any appropriate changes to the combined company’ sinternal
controls may require specific compliance training for AmpliPhi’ s directors, officers and employees, entail
substantial costs, and take a significant period of time to complete. Such changes may not, however, be effective
in maintaining the adequacy of the combined company’ sinternal controls, and any failure to maintain that
adequacy, or consequent inability to produce accurate financial statements on atimely basis, could increase the
combined company’ s operating costs and could materially impair its ability to operate its business. Moreover,
effectiveinternal controls are necessary for the combined company to produce reliable financial reports and are
important to help prevent fraud.

In accordance with NY SE American rules, the combined company will be required to maintain amajority
independent board of directors. The various rules and regul ations applicable to public companies make it more
difficult and more expensive for the combined company to maintain directors and officers’ liability insurance, and
the combined company may be required to accept reduced coverage or incur substantially higher coststo
maintain coverage. |If the combined company is unable to maintain adequate directors' and officers’ insurance, its
ability to recruit and retain qualified officers and directors will be significantly curtailed.

It is expected that the rules and regulations applicable to public companies will result in the combined
company incurring substantial legal and financial compliance costs. These costs will decrease the combined
company’ s net income or increase its net loss and may require it to reduce costs in other areas of its business.

If securities or industry analysts do not publish research or publish unfavorable research about the combined
company’s business, its stock price and trading volume could decline.

The trading market for the combined company’s common stock will depend in part on the research and
reports that securities or industry analysts publish about the combined company. AmpliPhi currently hastwo
securities analysts, and the combined company may never obtain additional research coverage by other securities
and industry analysts. If no additional securities or industry analysts commence coverage of the combined
company, the trading price for the combined company’ s stock could be negatively impacted. If the combined
company obtains additional securities or industry analyst coverage and if one or more of the analysts who covers
it downgrades the combined company’ s stock or publishesinaccurate or unfavorable research about the
combined company’ s business, its stock price would likely decline. If one or more of these analysts ceases
coverage of the combined company or failsto publish reports regularly, demand for the combined company’s
stock could decrease, which could cause its stock price and trading volume to decline.

The combined company will be an “ emerging growth company” and neither AmpliPhi nor C3J can be certain
if thereduced disclosure requirements applicable to “ emerging growth companies” will make the combined
company’ s common stock less attractive to investors.

The combined company will be an “emerging growth company,” as defined under the JOBS Act. For so long
as the combined company is an “emerging growth company,” it is expected that it will take advantage of certain
exemptions from reporting requirements that are applicable to other public companies that are not “emerging
growth companies’ including, but not limited to, compliance with the auditor attestation regquirements of
Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive compensation in its
periodic reports and proxy statements, and exemptions from the requirements of holding a nonbinding advisory
vote on executive compensation and shareholder approval of any golden parachute payments not previously
approved.

The combined company is expected to be an “emerging growth company” until December 31, 2019, whichis
the last day of thefiscal year following the fifth anniversary of AmpliPhi’sinitial public offering conducted after it
became a reporting company under the Exchange Act pursuant to its registration statement on Form 10 (File No.
000-23930).
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Neither AmpliPhi nor C3J can predict if investors will find the combined company’s common stock less
attractive, or the combined company less comparable to certain other public companies because it will rely on
these exemptions. If someinvestorsfind the combined company’ s common stock less attractive as aresult, there
may be aless active trading market for its common stock and its stock price may be more volatile.

Under the JOBS Act, “emerging growth companies’ can delay adopting new or revised accounting standards
issued subseguent to the enactment of the JOBS Act until such time as those standards apply to private
companies. The combined company will haveirrevocably elected not to avail itself of this exemption from new or
revised accounting standards, and, therefore, will be subject to the same new or revised accounting standards as
other public companiesthat are not “emerging growth companies.”

Failure to maintain effective internal control over financial reporting in accordance with Section 404 of the
Sarbanes-Oxley Act of 2002 could have a material adverse effect on the combined company’s stock price.

Section 404 of the Sarbanes-Oxley Act of 2002 and the related rules and regulations of the SEC require an
annual management assessment of the effectiveness of our internal control over financial reporting. C3Jis
currently a private company with limited accounting personnel to adequately execute accounting processes and
other supervisory resources with which to address internal control over financial reporting and, as aresult, the
combined company may experience difficulty in meeting these reporting requirementsin atimely manner. To date,
C3Jhas never conducted areview of internal controls over financial reporting for the purpose of providing the
reports required by the Sarbanes-Oxley Act. During review and testing, C3J may identify deficiencies and be
unable to remediate them on atimely basis.

If the combined company fails to maintain the adequacy of itsinternal control over financial reporting as
such standards are modified, supplemented or amended from time to time, it may not be able to ensure that it can
conclude on an ongoing basis that it has effective internal control over financial reporting in accordance with
Section 404 of the Sarbanes-Oxley Act of 2002 and the related rules and regulations of the SEC. If the combined
company cannot in the future favorably assess the effectiveness of itsinternal control over financial reporting,
investor confidencein thereliability of itsfinancial reports may be adversely affected, which could have a material
adverse effect on the combined company’ s stock price.

Sales of a substantial number of shares of the combined company’s common stock in the public market by its
existing shareholders could causeits stock priceto decline.

Sales of asubstantial number of shares of the combined company’s common stock in the public market or the
perception that these sales might occur, could depress the market price of its common stock and could impair its
ability to raise capital through the sale of additional equity securities. Neither AmpliPhi nor C3Jis ableto predict
the effect that sales may have on the prevailing market price of the combined company’s common stock.

The combined company’ s common stock could be delisted from NYSE American if it does not comply with
NYSE’slisting standards.

Pursuant to the rules of the NY SE American, consummation of the Merger requires the combined company to
submit a Supplemental Listing Application and, at the time of the Merger, meet all of the criteriaapplicableto a
company initially requesting listing. While AmpliPhi and C3Jintend to obtain listing status for the combined
company and maintain the same, no guarantees can be made about the combined company’ s ability to do so.

If the combined company’s common stock is delisted by NY SE American, the common stock may be eligible
to trade on the OTC Bulletin Board or another over-the-counter market. Any such alternative would likely result in
it being more difficult for the combined company to raise additional capital through the public or private sale of
equity securities and for investors to dispose of or obtain accurate quotations as to the market value of, the
common stock. In addition, there can be no assurance that the common stock would be eligible for trading on any
such alternative exchange or markets.
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Future sales and issuances of the combined company’s common stock or rightsto purchase common stock by
it, including pursuant to its equity incentive plans, could result in additional dilution of the percentage
ownership of its shareholders and could cause its stock priceto decline.

The combined company will not be generally restricted from issuing additional common stock, including any
securitiesthat are convertible into or exchangeable for, or that represent the right to receive, common stock. The
market price of the combined company’s common stock could decline as aresult of sales of common stock or
securities that are convertibleinto or exchangeable for, or that represent the right to receive, common stock or the
perception that such sales could occur.

AmpliPhi and C3J expect that significant additional capital will be needed in the future to continue the
combined company’ s planned operations, including conducting clinical trials, commercialization efforts, expanded
research and devel opment activities and costs associated with operating as a public company. To the extent the
combined company raises additional capital by issuing equity or convertible securities, its existing sharehol ders
may experience substantial dilution. The combined company may sell common stock, convertible securities or
other equity securitiesin one or more transactions at prices and in amanner determined from time to time by its
board of directors. If the combined company sells common stock, convertible securities or other equity securities
in more than one transaction, investors may be materially diluted by subsequent sales. Such sales may also result
in material dilution to its existing shareholders, and new investors could gain rights superior to its existing
shareholders.

Pursuant to the 2016 Plan, the combined company’ s management will be authorized to grant stock options
and other equity-based awards to its employees, directors and consultants. The number of shares available for
future grant under the 2016 Plan will automatically increase on January 1% of each year by up to 5% of all shares of
the combined company’ s capital stock outstanding as of December 31% of the preceding calendar year, subject to
the ability of its board of directorsto take action to reduce the size of the increasein any given year. In addition,
the combined company may grant or provide for the grant of rights to purchase shares of its common stock
pursuant to the combined company’ s Employee Stock Purchase Plan, or ESPP. The number of shares of the
combined company’s common stock reserved for issuance under the ESPP will automatically increase on
January 1% of each calendar year by the lessor of 1% of the total number of shares of AmpliPhi’s common stock
outstanding on December 31% of the preceding calendar year and 30,000 shares (without giving effect to a Reverse
Split), subject to the ability of AmpliPhi’sboard of directorsto take action to reduce the size of the increase in any
given year. The combined company is expected to register the increased number of shares available for issuance
under the 2016 Plan and ESPP each year. Increasesin the number of shares available for future grant or purchase
may result in additional dilution, which could cause the combined company’s stock price to decline.
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FORWARD-LOOKING STATEMENTS

This proxy statement and the documents incorporated by reference into this proxy statement contain forward
-looking statements. These forward-looking statements are based on current expectations and beliefs and involve
numerous risks and uncertainties that could cause actual resultsto differ materially from expectations. These
forward-looking statements should not be relied upon as predictions of future events as AmpliPhi cannot assure
you that the events or circumstances reflected in these statements will be achieved or will occur. Y ou canidentify
forward-looking statements by the use of forward-looking terminology including “believes,” “expects,” “may,”
“will,” “should,” “seeks,” “intends,” “plans,” “pro forma,” “estimates,” or “anticipates’ or the negative of these
words and phrases or other variations of these words and phrases or comparable terminology. All statements
other than statements of historical fact are statements that could be deemed forward-looking statements. For
example, forward-looking statementsinclude, but are not limited to statements about:

”ow

+  theexpected benefits of and potential value created by the proposed Merger for the sharehol ders of
AmpliPhi and C3J;

+ theplans, strategies and objectives of management for future operations, including the execution of
integration and restructuring plans and the anticipated timing of filings;

¢ any statements concerning proposed new products, services or developments;

. likelihood of the satisfaction of certain conditions to the completion of the Merger and whether and
when the Merger will be consummated;

+  any statements regarding future economic conditions or performance;

+  statements of the plans, strategies and objectives of management with respect to the approval and
closing of the Merger, AmpliPhi’ s ability to solicit a sufficient number of proxiesto approve matters
related to the consummation of the Merger;

+  the Exchange Ratio and relative ownership percentages of the AmpliPhi and C3J sharehol ders of the
combined company;

¢ our estimates regarding anticipated operating losses, capital requirements and needs for additional
funds;

. our ability to manufacture, or otherwise secure the manufacture of, sufficient amounts of our product
candidates for our preclinical studiesand clinical trias;

* our clinical development plans, including planned clinical trials;

*  our research and development plans, including our clinical development plans;

*  our ability to select combinations of phages to formulate our product candidates;
* thesafety and efficacy of our product candidates;

*  theanticipated regulatory pathways for our product candidates;

* our ability to successfully complete preclinical and clinical development of, and obtain regul atory
approval of our product candidates and commercialize any approved products on our expected
timeframesor at al;

*  thecontent and timing of submissionsto and decisions made by the U.S. Food and Drug
Administration, or FDA, and other regulatory agencies;

* our ability to leverage the experience of our management team;
¢ our ability to attract and keep management and other key personnel;

+  thecapacities and performance of our suppliers, manufacturers, contract research organizations, or
CROs, and other third parties over whom we have limited control;

+  theactions of our competitors and success of competing drugs or other therapies that are or may
become available;
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*  our expectations with respect to future growth and investmentsin our infrastructure, and our ability to
effectively manage any such growth;

+ thesizeand potential growth of the markets for any of our product candidates, and our ability to capture
sharein or impact the size of those markets;

*  thebenefits of our product candidates;
. market and industry trends;

+ theeffects of government regulation and regulatory developments, and our ability and the ability of the
third parties with whom we engage to comply with applicable regulatory requirements;

+  theaccuracy of our estimates regarding future expenses, revenues, capital requirements and need for
additional financing;

*  our expectations regarding future planned expenditures;

«  our ability to achieve and maintain effective internal control over financial reporting in accordance with
Section 404 of the Sarbanes-Oxley Act;

*  our expectations regarding the period during which we qualify as an emerging growth company under
the Jumpstart Our Business Startups Act of 2012, or the JOBS Act;

* our ability to obtain, maintain and successfully enforce adequate patent and other intellectual property
protection of any of our products and product candidates;

* our ability to operate our business without infringing the intellectual property rights of others; and

+  statements of belief and any statement of assumptions underlying any of the foregoing.

For a discussion of the factors that may cause AmpliPhi, C3J or the combined organization’s actual results,
performance or achievementsto differ materially from any future results, performance or achievements expressed
or implied in such forward-looking statements, or for a discussion of risk associated with the ability of AmpliPhi
and C3Jto complete the Merger and the effect of the Merger on the business of AmpliPhi, C3J and the combined
organization, see “Risk Factors’ beginning on page 24.

Additional factorsthat could cause actual resultsto differ materially from those expressed in the forward-
looking statements are discussed in reports filed with the SEC by AmpliPhi. See“Where Y ou Can Find More
Information” beginning on page 174.

If any of theserisksor uncertainties materializes or any of these assumptions provesincorrect, theresults
of AmpliPhi, C3J or the combined company could differ materially from the forwar d-looking statements. All
forward-looking statementsin this proxy statement are current only as of the date on which the statementswere
made. AmpliPhi and C3J do not undertake any obligation to publicly update any forwar d-looking statement to
reflect eventsor circumstances after the date on which any statement ismade or to reflect the occur rence of
unanticipated events.
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THE SPECIAL MEETING OF AMPLIPHI SHAREHOLDERS

Date, Timeand Place

The Specia Meeting of AmpliPhi shareholders will be held on May 8, 2019, commencing at 8:30 am. local
time, a Cooley LLP, 4401 Eastgate Mall, San Diego, California 92121. AmpliPhi is sending this proxy statement to
its shareholdersin connection with the solicitation of proxies by the AmpliPhi board of directors for use at the
Special Meeting and any adjournments or postponements of the Special Meeting. This proxy statement isfirst
being furnished to shareholders of AmpliPhi on or about April 5, 2019.

Purposes of the Special M eeting

The purposes of the Special Meeting are:

1

To consider and vote upon a proposal to approve the consummation of a Business Combination
pursuant to the Merger and the issuance of AmpliPhi common stock at the effective time of the Merger,
as contemplated by the Merger Agreement (a copy of which is attached as Appendix A to this proxy
statement);

To consider and vote upon a proposal to approve the issuance of shares of AmpliPhi common stock
having an aggregate purchase price of $10,000,000 immediately following the effective time of the
Merger in aprivate placement financing transaction, as described in this proxy statement (the
“Financing”);

To consider and vote upon a proposal to approve an amendment to AmpliPhi’s amended and restated
articles of incorporation to effect a Reverse Split of AmpliPhi’s common stock (the “Reverse Split”) at a
ratio in the range of between 1-for-3 to 1-for-20, inclusive, with such ratio to be determined in the
discretion of AmpliPhi’sboard of directors and with such Reverse Split to be effected prior to the
effective time of the Merger, in the form attached as Appendix D to this proxy statement;

To consider and vote upon a proposal to approve an amendment to AmpliPhi’s 2016 Equity Incentive
Plan to increase the shares authorized for issuance thereunder by 13,822,963 shares (without giving
effect to the Reverse Split); and

To consider and vote upon an adjournment of the Special Meeting, if necessary, if aquorum is present,
to solicit additional proxiesif there are not sufficient votesin favor of Proposal Nos. 1 through 4
described above at the time of the Special Meeting.

Recommendation of the AmpliPhi Board of Directors

The AmpliPhi board of directors has determined and believes that the consummation of the Business
Combination pursuant to the Merger Agreement and the issuance of AmpliPhi common stock at the
effective time of the Merger, as contemplated by the Merger Agreement, isin the best interests of
AmpliPhi and its shareholders and has approved such items. The AmpliPhi board of directors
recommends that AmpliPhi shareholdersvote“FOR” Proposal No. 1 to approve the consummation of
the Business Combination.

The AmpliPhi board of directors has determined and believesthat it is advisable to, and in the best
interests of, AmpliPhi and its sharehol ders to approve the issuance of shares of AmpliPhi common
stock in the Financing and has approved such issuance. The AmpliPhi board of directors recommends
that AmpliPhi shareholders vote “FOR” Proposal No. 2 to approve theissuance of shares of AmpliPhi
common stock in the Financing.

The AmpliPhi board of directors has determined and believes that it is advisable to, and in the best
interests of, AmpliPhi and its shareholders to approve a series of alternative amendmentsto AmpliPhi’s
amended and restated articles of incorporation to effect a Reverse Split at aratio between 3 and 20,
inclusive. The AmpliPhi board of directors recommends that AmpliPhi shareholdersvote “ FOR”
Proposal No. 3 to approve the amended and restated articles of incorporation of AmpliPhi effecting a
Reverse Split.
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. The AmpliPhi board of directors has determined and believesthat it is advisable to, and in the best
interests of, AmpliPhi and its sharehol ders to amend AmpliPhi’s 2016 Equity Incentive Plan to increase
the shares authorized for issuance thereunder by 13,822,963 shares, as described in this proxy
statement. The AmpliPhi board of directors recommends that AmpliPhi shareholders vote “* FOR”
Proposal No. 4 to approve the amendment to AmpliPhi’s 2016 Equity Incentive Plan.

*  The AmpliPhi board of directors believes that adjourning the Special Meeting, if necessary, if aquorum
ispresent, to solicit additional proxiesif there are not sufficient votesin favor of Proposal Nos. 1
through 4 is advisable to, and in the best interests of, AmpliPhi and its sharehol ders and has approved
and adopted the proposal. The AmpliPhi board of directors recommends that AmpliPhi shareholders
vote “FOR” Proposal No. 5 to adjourn the Special Meeting, if necessary, if aquorum is present, to
solicit additional proxiesif there are not sufficient votesin favor of Proposal Nos. 1 through 4.

Record Date and Voting Power

Only holders of record of AmpliPhi common stock at the close of business on the record date, March 21,
2019, are entitled to notice of, and to vote at, the Special Meeting. There were 90 holders of record of AmpliPhi
common stock at the close of business on the record date. At the close of business on the record date, 32,774,690
shares of AmpliPhi common stock were issued and outstanding. Each share of AmpliPhi common stock entitles
the holder thereof to one vote on each matter submitted for shareholder approval. See the section entitled
“Principal Shareholders of AmpliPhi” in this proxy statement for information regarding persons known to the
management of AmpliPhi to be the beneficial owners of more than 5% of the outstanding shares of AmpliPhi
common stock.

Voting and Revocation of Proxies

The proxy accompanying this proxy statement is solicited on behalf of the board of directors of AmpliPhi for
use at the Special Meeting.

If you are a shareholder of record of AmpliPhi as of the record date referred to above, you may vote in person
at the Special Meeting or vote by proxy using the enclosed proxy card or viathe Internet. Whether or not you
plan to attend the Special Meeting, AmpliPhi urges you to vote by proxy to ensure your vote is counted. Y ou may
still attend the Special Meeting and vote in person if you have already voted by proxy. As ashareholder of record:

+ tovotein person, come to the Special Meeting and AmpliPhi will give you aballot when you arrive.

*  tovoteusing the proxy card, simply mark, sign and date your proxy card and return it promptly in the
postage-paid envelope provided. If you return your signed proxy card to AmpliPhi before the Special
Meeting, AmpliPhi will vote your shares as you direct.

*  tovoteontheInternet, go to the website listed on your proxy card or voting instruction form to
complete an electronic proxy card. Y ou will be asked to provide the company number and control
number from the enclosed proxy card. Y our vote must be received by 11:59 p.m. Eastern Time on May 7,
2019, to be counted.

*  tovoteby telephone, call the toll-free telephone number 1-800-352-8683.

If your AmpliPhi shares are held by your broker as your nominee, that is, in “ street name,” the enclosed
voting instruction card is sent by the institution that holds your shares. Please follow the instructions included on
that proxy card regarding how to instruct your broker to vote your AmpliPhi shares. If you do not give
instructionsto your broker, your broker can vote your AmpliPhi shares with respect to “discretionary” items but
not with respect to “non-discretionary” items. Discretionary items are proposals considered routine under the
rules of the NY SE American on which your broker may vote shares held in “street name” in the absence of your
voting instructions. On non-discretionary items for which you do not give your broker instructions, the AmpliPhi
shareswill be treated as broker non-votes. It is anticipated that Proposal Nos. 1, 2, 3 and 4 will be non-
discretionary items.
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All properly executed proxies that are not revoked will be voted at the Special Meeting and at any
adjournments or postponements of the Special Meeting in accordance with the instructions contained in the
proxy. If aholder of AmpliPhi common stock executes and returns a proxy and does not specify otherwise, the
shares represented by that proxy will be voted “FOR” Proposal No. 1 to approve the consummation of the Merger
and the issuance of AmpliPhi common stock in the Merger; “FOR” Proposal No. 2 to approve the issuance of
shares of AmpliPhi common stock in the Financing; “FOR” Proposal No. 3 to approve a series of alternate
amendments to AmpliPhi’s amended and restated articles of incorporation to effect a Reverse Split; “FOR”
Proposal No. 4 to approve an amendment to AmpliPhi’s 2016 Equity Incentive Plan to increase the shares
authorized for issuance thereunder by 13,822,963 shares; and “FOR” Proposal No. 5 to adjourn the Special
Meeting, if necessary, if aquorum is present, to solicit additional proxiesif there are not sufficient votesin favor
of Proposal Nos. 1 through 4 in accordance with the recommendation of the AmpliPhi board of directors.

AmpliPhi shareholders of record, other than those AmpliPhi shareholders who have executed AmpliPhi
Support Agreements, may change their vote at any time before their proxy isvoted at the Special Meeting in one
of three ways. First, a shareholder of record of AmpliPhi can send awritten notice to the Chief Executive Officer of
AmpliPhi stating that the shareholder would like to revokeits proxy. Second, a shareholder of record of AmpliPhi
can submit new proxy instructions either on anew proxy card or viathe Internet. Third, a shareholder of record of
AmpliPhi can attend the Special Meeting and vote in person. Attendance alone will not revoke a proxy. If an
AmpliPhi shareholder of record or a shareholder who owns AmpliPhi sharesin “street name” hasinstructed a
broker to vote its shares of AmpliPhi common stock, the shareholder must follow directions received from its
broker to change those instructions.

Required Vote

The presence, in person or represented by proxy, at the Special Meeting of the holders of amajority of the
shares of AmpliPhi common stock outstanding and entitled to vote at the Special Meeting is necessary to
constitute a quorum at the Special Meeting. Abstentions and broker non-votes will be counted towards a quorum.
Approval of Proposal Nos. 1 and 4 requires the affirmative vote of a majority of votes properly cast on Proposal
Nos. 2 and 4 (not counting “abstentions” or “broker non-votes” as votes cast). Approval of Proposal Nos. 1 and 3
requires the affirmative vote of holders of amajority of the AmpliPhi common stock outstanding as of the record
date for the Special Meeting.

Voteswill be counted by the inspector of election appointed for the meeting, who will separately count
“FOR” and “AGAINST” votes, abstentions and broker non-votes. Abstentions and broker non-votes will be not
be counted towards the vote total for each proposal and will have no effect and will not be counted towards the
votetotal but will be used to determine whether a quorum is present at the Special Meeting.

The officers and directors of AmpliPhi entered into the Company Support Agreementswith C3Jrelating to
the Merger covering less than 1% of the outstanding shares of AmpliPhi’s common stock, as of immediately prior
to the Merger. The Company Support Agreements provide, among other things, that the sharehol ders party to the
Company Support Agreementswill vote all of the shares held by them in favor of the issuance of AmpliPhi shares
of common stock in connection with the Merger and the amendments to AmpliPhi’ s articles of incorporation
contemplated by the Merger Agreement. See the “The Merger — Interests of the AmpliPhi Directors and
Executive Officersin the Merger” section for additional information.

Solicitation of Proxies

In addition to solicitation by mail, the directors, officers, employees and agents of AmpliPhi may solicit
proxies from AmpliPhi shareholders by personal interview, telephone, telegram or otherwise. Arrangements will
also be made with brokerage firms and other custodians, nominees and fiduciaries who are record holders of
AmpliPhi common stock for the forwarding of solicitation materials to the beneficial owners of AmpliPhi common
stock. AmpliPhi will reimburse these brokers, custodians, nominees and fiduciaries for the reasonabl e out-of -
pocket expenses they incur in connection with the forwarding of solicitation materials.
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Other Matters

As of the date of this proxy statement, the AmpliPhi board of directors does not know of any businessto be
presented at the Special Meeting other than as set forth in the notice accompanying this proxy statement. If any
other matters should properly come before the Special Meeting, it isintended that the shares represented by
proxieswill be voted with respect to such mattersin accordance with the judgment of the persons voting the
proxies.
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THE MERGER

This section and the section entitled “ The Merger Agreement” in this proxy statement describe the material
aspects of the Merger, including the Merger Agreement. While AmpliPhi and C3J believe that this description
coversthe material terms of the Merger and the Merger Agreement, it may not contain all of the information that
isimportant to you. You should read carefully this entire proxy statement for a more complete under standing of
the Merger and the Merger Agreement, including the Merger Agreement attached as Appendix A, the Opinion of
Ladenburg Thalmann attached as Appendix C, and the other documents to which you are referred herein. See
the section entitled “ Where You Can Find More Information” in this proxy statement.

Background of the Merger

AmpliPhi’ s board of directors and executive management regularly review AmpliPhi’s operating and strategic
plans, both near-term and long-term, as well as potential strategic optionsin an effort to enhance stockholder
value. These reviews and discussions focus, among other things, on the opportunities and risks associated with
AmpliPhi’s business and financial condition and strategic relationships and other strategic options.

In early 2017, we completed two phase 1 studies with SAQ1 bacteriophage product for S. aureus infections. In
February 2017, the FDA provided us with positive feedback to continue development and also to consider single-
patient expanded access treatments when no comparabl e or satisfactory treatment options are available. Even with
this positive news, our share price remained depressed given market dynamics, our difficulty finding athird-party
collaborator or attracting athird-party funding source, and the relatively high costs of operating our business.

On February 23, 2017, at a special telephonic meeting, our board met in consultation with our management
and representatives of Cooley LLP (“Cooley”), outside counsel to AmpliPhi, and considered potential strategic
options, including moving into anew business line, entering into a potential financing transaction, and other
strategic alternatives. At this meeting, representatives of Investment Bank A presented and reviewed financing
strategies and potential strategic and financing alternatives. Our board authorized management to finalize and
execute an engagement letter with Investment Bank A to act asafinancial advisor.

On March 7, 2017, we entered into an exclusive strategic advisory engagement agreement with Investment
Bank A for the purpose of underwriting a public securities offering or other financing transaction.

On March 10, 2017, AmpliPhi and C3J executed a confidentiality agreement to explore a strategic process
(which did not contain a standstill provision) and granted C3J access to AmpliPhi’s dataroom, which had
previously been set up and maintained for the purposes of potential partnerships, licensing transactions and other
strategic financings.

On March 13, 2017, Scott Salka, then President and Chief Executive Officer of AmpliPhi, and the Chairman of
the Board of AmpliPhi, met with Todd Patrick, CEO of C3J, in Laguna Beach, Californiawhilethe |atter was
attending a conference. Mr. Patrick had reached out to AmpliPhi’ s management because C3J was interested in
pursuing an acquisition of a biotechnology company focused on the discovery and devel opment of phage.

On March 15, 2017, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley and continued discussions regarding potential strategic investments and strategic
transactions.

On March 30, 2017, Mr. Patrick was invited to meet our board of directors at its officesin San Diego. They
discussed a potential transaction between AmpliPhi and C3J, including a potential merger.

On March 31, 2017, at aspecial telephonic meeting, our board met in consultation with our management and
representatives of Cooley. Our board discussed engaging Investment Bank A to help explore a strategic
transaction and to form a strategic committee to consider and address mattersrelated to a potential strategic
transaction. Our board authorized management to enter into an engagement letter with
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Investment Bank A for a strategic transaction. Given AmpliPhi’s then cash position of $2.2 million, our board
discussed the need for additional capital to continue operations. Our board of directors considered various means
of raising additional capital, including pursuing and preparing for a public offering.

On April 6, 2017, we entered into a second engagement letter with Investment Bank A to help adviseon a
potential strategic transaction, including areverse merger. Through the process, Investment Bank A contacted
five potential public company acquirors or merger partners.

On April 11, 2017, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley and Investment Bank A. Our board discussed potential financing options and
management gave an update on the status of discussions with C3Jinvolving a potential merger of the companies
given their potential synergies and the ability for the combined company to attract additional investment.

On April 14, 2017, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley and Investment Bank A. Our board considered the need for areverse stock splitin order
to maintain a stock trading price sufficient to maintain our listing with NY SE American and to allow for a
marketable public offering in the event AmpliPhi chose to pursue a financing option. Our board approved a
proposed one-for-ten reverse stock split and that same day, we announced a one-for-ten reverse stock split. At
the time, prior to the implementation of the reverse stock split, our common stock was trading at $0.35 per share.

On April 17,2017, weissued a press release publicly announcing the positive FDA meeting results. In the
same press rel ease, we al so announced that we were exploring strategic alternatives and had engaged Investment
Bank A to advise AmpliPhi and our board of directorsin that effort. Our stock price on April 17, 2017 was $0.35
and, after the announcement, it dropped to $0.30 on April 18, 2017.

On April 19, 2017, wereceived aletter of intent from C3Jto merge the companies.

On April 21, 2017, at a specia telephonic meeting, our board met in consultation with our management and
representatives of Cooley and Investment Bank A. At the meeting, our board reviewed and representatives from
Investment Bank A summarized recent discussions with C3J sfinancial advisor. Our board also discussed a
potential public offering and other financing opportunities.

On April 25, 2017, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley and Investment Bank A. Representatives from Investment Bank A and Mr. Salka, gave
an update on discussions with C3J and itsinvestment bank. Our board also discussed a potential public offering
and other financing opportunities.

On April 27,2017, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley and Investment Bank A. Our board discussed potential financing options and
management gave an update on the status of discussionswith C3J.

On May 1, 2017, we publicly announced a new strategic emphasis on single-patient expanded access
treatments as a means to gather additional patient data before meeting again with the FDA to seek approval for
phase 2 SA01 clinical trials. Through early- and mid-2017, we made operational changesto reduce our cash
expendituresin order to focus on this development approach.

Throughout May 2017, representatives of AmpliPhi and C3J continued to discuss terms of astrategic
transaction, including the equity split, financing criteria, the board split and a potential spin out of C3J assets, and
our board met regularly to receive updates regarding such discussions

On May 3, 2017, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley and Investment Bank A. Representatives from Investment Bank A and Mr. Salka gave
updates on the public offering process, the discussions with C3J, and various ongoing discussions with other
third parties with respect to potential strategic transactions.

On May 4, 2017, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley and Investment Bank A and approved a public offering. That day we announced a
$10.4 million public offering of common stock and common warrants at $1.50 per unit in order to continue financing
our operations.
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On May 22, 2017, at a special tel ephonic meeting, our board met in consultation with our management and
representatives of Cooley. Our board unanimously resolved to establish a special committee (the “May 2017
Special Committee”) with authority to continue negotiations on behalf of AmpliPhi with C3J, which the board
determined would be the lead party in the process based on an assessment of the proposed terms from the
strategic parties that Investment Bank A had contacted.

On May 30, 2017, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley. At this meeting, the May 2017 Special Committee gave an update regarding various
ongoing discussions with C3J and the other third parties with respect to potential strategic transactions. At this
time, our board determined that the other third parties were not viable strategic partners due to a number of
factors, including valuation, synergy and related financial terms. Our board also discussed a proposed transition
in our company’ s management.

On May 31, 2017, Mr. Salkaresigned as chief executive officer and Paul C. Grint, M.D., became our new chief
executive officer. Mr. Salka continued with AmpliPhi as aconsultant in order to help with the transition period.

In late May 2017, discussions with C3J ceased due to the inability of the companies to reach agreement on
material terms and AmpliPhi’ s preference to pursue opportunitiesto raise capital on the public market.

On June 14, 2017, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley and discussed a potential financing and term sheet it had recently received from
Company A, an investment fund associated with two of our board members. Among other considerations, the
board discussed the impact that this financing might have on AmpliPhi’ s ability to enter into afuture merger or
other strategic transaction. The board then approved the creation of a special committee to review, assess, make
recommendations and carry out other actions necessary with respect to the proposed financing from Company A.
The board also instructed senior management to revise the proposed term sheet.

On July 10, 2017, AmpliPhi and Company A executed a confidentiality agreement (which did not contain a
standstill provision) and granted Company A access to AmpliPhi’s dataroom. Throughout July and August,
Company A and AmpliPhi exchanged term sheet drafts for a potential financing, and the special committee met
regularly to discuss the revised terms.

On September 7, 2017, at aspecial telephonic meeting, our board met in consultation with our management
and representatives of Cooley and Investment Bank A. Representatives of Investment Bank A reviewed potential
financing strategies and strategic alternatives and Dr. Grint gave an update on the status of discussionswith
Company A regarding a potential financing transaction.

On October 9, 2017, we entered into a confidentiality agreement with Company B (which did not contain a
standstill provision) and granted Company B access to AmpliPhi’s data room. We were introduced to Company B
through the chairman of our board as a party who might be interested in pursuing a strategic transaction.

On November 13, 2017, at a special telephonic meeting, our board met in consultation with our management
and representatives of Cooley. At this meeting Dr. Grint gave an update on the status of discussions with
Company A and potential strategic and financing transactions.

On December 6, 2017, at a special telephonic meeting, our board met in consultation with our management
and representatives of Cooley. Senior management gave an update on the strategic process, AmpliPhi’ s financial
forecasts and business opportunities, and the potential financing transaction with Company A. Following the
discussion, our board authorized engaging L adenburg to assist and advise with respect to our strategic process
and to conduct the process of identifying suitable third parties for potential strategic transactions, including
licensing transactions and reverse mergers that would utilize AmpliPhi’ s public company status to enable an
attractive private company to access the public securities market. Our board selected Ladenburg based upon
Ladenburg’s experience in the life-science space and advising companies in strategic transactions, including
reverse mergers. The board also decided to cease its relationship with Investment Bank A given that no
executable strategic combination options arose from our arrangement with Investment Bank A and that our
contract with thisinvestment bank had expired.

66




TABLE OF CONTENTS

Over the course of 2017, we actively continued to pursue pharma partners for our natural bacteriophage
assets. We also sought non-dilutive capital from grants and other awards. Despite our efforts and active
discussions, we were not successful in executing any such transactions.

On December 14, 2017, we publicly announced that we would be pursuing strategic alternatives and
Ladenburg began its outreach to potential target companies and other sources.

Between January and February, Ladenburg made outreach on a no-names basis to a broad selection of
private and public companiesin the life sciences industry. These companies consisted of private companiesin the
initial public offering (“1PO") queue, private companies not in the IPO queue, private companies that had failed in
earlier attempts at an PO, publicly traded ex-U.S. companies seeking a Nasdag or New Y ork Stock Exchange listing
and also public companiesin the U.S. that were believed to have a strategic fit with us or were seeking a merger
transaction as a de facto financing event. More than 200 companies were screened, and 135 companies were
contacted as part of this outreach process. Ladenburg also contacted Company B and C3Jto seeif they were
interested in rejoining the process.

Ladenburg, with the help of our management, also reached out to a broad set of investors and service
providersincluding venture capital firms, securities lawyers, auditors and investor relations firmsto garner
additional interest in areverse merger transaction with AmpliPhi. In evaluating potential merger partners, we
considered whether candidates met the following criteria: relatively low financing risk at closing, a strong product
pipeline, astrong news flow, an experienced management team, high quality existing investors or new investors
willing to support atransaction, aclean capital structure (i.e., no debt or aclear path to restructuring current debt)
and audited financial statements or the ability to produce audited financial statements for the last two fiscal years.

In January 2018, wereleased positiveinterim initial results for single-patient expanded access treatments
utilizing AB-SA01 and AB-PAOL. Seven patients treated responded well to bacteriophage treatments. The market
reacted positively, and we raised $4.0 million in gross proceeds under an effective S-3 shelf priced at $1.00 per
share.

On January 17, 2018, AmpliPhi and Company E executed a confidentiality agreement (which did not contain a
standstill provision) and granted Company E access to AmpliPhi’ s dataroom.

On January 29, 2018, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley and Ladenburg. Representatives from Ladenburg gave an update on the strategic
transaction and financing process and Dr. Grint gave an update on the status of discussions with Company A and
the various financing term sheets that had been exchanged. Also, at the meeting, senior management updated the
board on government grantsit was actively pursuing.

On February 4, 2018, AmpliPhi and Company D executed a confidentiality agreement (which did not contain a
standstill provision) and we granted Company D access to our data room.

On March 2, 2018, at a specia telephonic meeting, our board met in consultation with our management and
representatives of Cooley and Ladenburg. Our board then approved the creation of an independent special
committee to assess and eval uate third party proposals and make recommendations to our board with respect to
the strategic transaction process (the “Independent Special Committee”). Representatives from Ladenburg then
gave an update on the strategic transaction and financing process, including reviewing third party indications of
interest received and the list of companies currently in the evaluation process.

Of the 135 companies contacted by Ladenburg during the outreach process, 104 companies were sent
process letters, of which 38 did not submit a proposal or were eliminated from the process because of various
deficiencies, including inadequate capital or their inability to conduct a post-closing financing. Of the remaining 40
companies, 15 executed confidentiality agreements (in addition to C3J) 13 submitted formal proposals, which were
then narrowed down to four companies by using several criteria, including the quality of the management team,
funding and business outlook. Company B, Company D, Company E and Company F were invited to present to
L adenburg, our management team and certain members of our board of directors on March 7, 2018 in New Y ork
City.
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In early March, representatives of Ladenburg exchanged emailswith Mr. Patrick about reengaging with
AmpliPhi to discuss a strategi ¢ transaction. Although C3J expressed interest in pursuing discussions, they did
not provide termsfor atransaction at that time.

On March 8, 2018, Ladenburg sent non-binding term sheets to Company B, and Company C (a company
affiliated with certain of our board members and initially contacted by an AmpliPhi board member). The Company
B term sheet proposed a post-closing ownership split of 60% and 40% for Company B and AmpliPhi, respectively,
and proposed a post-closing financing of no less than $35.0 million to be dilutive proportionally to Company B
and AmpliPhi. The Company C term sheet proposed a post-closing ownership split of 78% and 22% for Company
C and AmpliPhi, respectively, and proposed a post-closing financing of no less than $35.0 million to be dilutive
proportionally to Company C and AmpliPhi.

On March 9, 2018, AmpliPhi sent Company D aterm sheet that proposed a post-closing ownership split of
77% and 23% for Company D and AmpliPhi, respectively, and a pre-closing financing of no less than $30.0 million
to be dilutive proportionally to Company D and AmpliPhi. No non-binding term sheet was sent to Company F due
toitslow level of cash and uncertain plan for financing.

On March 19, 2018, Company C, sent arevised term sheet for amerger transaction to our management, which
included proposed a post-closing ownership split of 85% and 15% for Company C and AmpliPhi.

On March 21, 2018, at a special tel ephonic meeting, the Independent Special Committee in consultation with
our management and representatives of Cooley and discussed the status of the strategic transaction process,
including the term sheets submitted by Company B, Company C and lack of response from Company D and
Company E. Our board chose Company B asthe lead candidate and al so chose to initiate negotiations with
Company D asthe other finalist, each of which offered strategic and synergistic opportunities. Our board also
determined to continue discussions with Company C.

On March 22, 2018, we raised an additional $3.1 million of gross proceeds in aregistered direct offering,
priced at $1.10 per share. With those proceeds, we believed we had enough cash to last until the fourth quarter of
2018. That same day, our board met in consultation with our management and representatives of Cooley and
Ladenburg. Representatives from Ladenburg gave an update on the strategic transaction. Senior management also
presented on the completed registered direct offering.

On March 28, 2018, Company D sent arevised term sheet proposing a post-closing ownership split of 92%
and 8% to Company D and AmpliPhi, respectively, and proposed a pre-closing financing of no less than
$25.0 million to be dilutive proportionally to Company D and AmpliPhi. Between March 28, 2018 and March 31,
2018, the companies and their advisors continued to negotiate over the equity split, closing adjustments and post-
closing financing.

On March 29, 2018, at special telephonic meetings, our Independent Special Committee met in consultation
with our management and representatives of Cooley and L adenburg to discuss the term sheet with Company D.
On March 31, 2018, we sent Company D arevised term sheet to provide for a post-closing ownership split of
91.2% and 8.8% to Company D and AmpliPhi, respectively, with adjustments based on the amount of concurrent
financing and each party’ s cash level at closing. The term sheet also proposed that Company D would close a pre-
closing financing for between $10.0 million and $20.0 million and a post-closing financing of no less than
$20.0 million.

On April 4, 2018, at a specia telephonic meeting, our board met in consultation with our management and
representatives of Cooley. At this meeting, the Independent Special Committee gave an update on the strategic
transaction, including ongoing discussions with Company B, Company C and Company D, potential timing
considerations and AmpliPhi’ s cash needs.

On April 16, 2018, at a specia telephonic meeting, our board met in consultation with our management and
representatives of Cooley. At this meeting, the Independent Special Committee gave an update on the strategic
transaction, including next steps with Company B, Company C and Company D.

OnMay 1, 2018 and May 14, 2018, at special telephonic meetings, our board met in consultation with our
management and representatives of Cooley and the Independent Special Committee gave an update on the
strategic transaction, including ongoing discussions with Company B, Company C and Company D. Soon &fter,
Company C indicated it was withdrawing from the process.
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On May 16, 2018, Company D sent arevised term sheet proposing a post-closing ownership split ranging
between 87.5% and 91.5% and between 8.5% and 12.5% for Company D and AmpliPhi, respectively, and proposed
apost-closing financing of no less than a $25.0 million to be dilutive proportionally to Company D and AmpliPhi,
with adjustments based on the amount of concurrent financing and each party’s cash level at closing.

On May 22, 2018, at a special telephonic meeting, our board met in consultation with our management and
representatives of Ladenburg and Cooley. The Independent Special Committee gave an update on the strategic
transaction, including AmpliPhi’ s ongoing discussions with Company B, Company C and Company D, including
the fact that Company C had |eft the process because it had determined it was not ready for a merger transaction.
At theinvitation of our board, arepresentative of Company B joined the meeting and discussed hisvision for the
strategic transaction between Company B and AmpliPhi. After the presentation and after the representative of
Company B left the meeting, our board, under the supervision of the Independent Special Committee, decided to
move forward with finalizing terms with Company B and to a so continue discussions with Company D in the
event that we could not come to an agreement with Company B on the term sheet.

Over the next week, the Independent Special Committee determined not to move forward with Company D
because of the unfavorable termsit had offered for the exchange ratio and post-closing financing and our
Independent Special Committee’ s assessment regarding the likelihood of reaching a different agreement on more
favorable terms.

On June 6, 2018, AmpliPhi and Company B executed a non-binding term sheet. This term sheet provided for a
25 day exclusivity period, a minimum post-closing financing of $30.0 million, an exchange ratio under which
AmpliPhi would own 37% of the equity of the combined company at closing (but prior to the post-closing
financing), a post-closing board with representation from AmpliPhi generally proportional to its post-closing
ownership of the combined company, and other non-binding terms.

On June 14, 2018, at a special telephonic meeting, our board met in consultation with our management and
representatives of Ladenburg and Cooley. Senior management presented to the board on potential licensing and
partnering transactions and government grants it was pursuing. Representatives of Ladenburg and the
Independent Special Committee each gave an update on the strategic transaction and negotiations with Company
B. Through June and early July 2018, we moved forward to negotiate and compl ete a merger transaction with
Company B. In early July 2018, Company B’ s funding source refused to commit its capital based on the terms
agreed to in the executed term sheet. Consequently, negotiations with Company B ceased in late July 2018.

On July 25, 2018, representatives from Ladenburg spoke with Mr. Patrick about reengaging on a possible
transaction. Mr. Patrick indicated to the representatives of Ladenburg a strategic transaction was possible and
proposed an exchange ratio under which AmpliPhi would own 20% of the equity of the combined company at
closing.

On August 1, 2018, members of our senior management, representatives from Ladenburg and Mr. Patrick had
atelephone call where each of the companies gave an update on their current business and a potential strategic
transaction. Again Mr. Patrick proposed an exchange ratio under which AmpliPhi would own 20% of the equity of
the combined company at closing. The parties also discussed a possible financing and whether or not C3Jwould
be willing to have board members appointed by AmpliPhi on the combined companies’ board.

On August 21, 2018, at atelephonic meeting of our board, senior management presented that AmpliPhi had a
cash balance of $5.8 million as of June 30, 2018. Our board discussed various alternatives for AmpliPhi including
substantial cost reductions, awind-down of operations and other forms of outside financing. Our board approved
AmpliPhi to raise additional funds, after which AmpliPhi filed aregistration statement with the SEC for the purpose
of raising capital. The filing was timed to coincide with the anticipated positive feedback from the FDA for
initiation of phase 2 clinical trialsfor AB-SAOL.

On September 17, 2018, we announced a successful meeting with the FDA and clarity to initiate two phase 2
clinical trialsfor AB-SA01. On September 18, 2018, we announced a successful meeting with the FDA and clarity
to initiate two phase 2 clinical trials for AB-PAO1 for treatment of P. aeruginosa. Each of
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these meetings were strong evidence that the FDA was supportive of the devel opment of bacteriophage for
treatment of multi-drug resistant bacterial infections. Prior to the announcement on September 17, 2018, our stock
closed at $0.99, but the following day on September 18, 2018, our stock closed at $0.87.

On September 18, 2018, we began marketing a public offering (the “ 2018 Offering”) of common stock to raise
$12 million of new capital based on aregistration statement on Form S-1 filed with the SEC. Over athree-week
marketing period, we held 17 individual investor meetings and numerous group callswith retail brokers. While
short-term investors indicated interest, no lead anchor investor expressed interest in participating in the offering.

On October 8, 2018, AmpliPhi and C3J executed anew confidentiality agreement (which did not contain a
standstill provision) and granted C3J access to AmpliPhi’ s dataroom asthe prior confidentiality agreement had
expired pursuant to its terms.

On October 9, 2018, Dr. Grint and Mr. Steve Martin met with Mr. Patrick in San Diego, Californiaand
discussed possible merger scenarios and synergies.

On October 12, 2018, we announced the pricing of a $6.6 million public offering of common stock and
warrants at $0.40 per share pursuant to the 2018 Offering. We ultimately received $6.8 million in gross proceedsin
the offering and the capital is expected to carry AmpliPhi to mid-2019. Asaresult of the significant number of
common shares issued in connection with the October 2018 offering, we added a proposal to our proxy statement
for the December 2018 annual shareholders meeting to increase the number of authorized common shares by
150 million to allow usto raise additional capital in the future through the issuance of common stock.

On October 22, 2018, Company G, which wasfirst contacted by an AmpliPhi board member, and AmpliPhi
executed a confidentiality agreement (which did not contain a standstill provision) and granted Company G access
to AmpliPhi’ s dataroom.

On October 24, 2018, arepresentative of Ladenburg had a telephonic conversation with Mr. Patrick and
communicated that AmpliPhi continued to seek alternatives and that, if interested, C3J would be welcome to more
actively re-engage in the strategic process.

On October 25, 2018, Mr. Patrick outlined a merger proposal which was provided by email to Jeremy Curnock
Cook, our chairman of the board. On October 28, 2018, C3J provided us with awritten indication of interest.

On October 28, 2018, C3J made an initial nonbinding offer that ascribed valuations of $36.0 million and
$12.0 million to C3J and AmpliPhi, respectively, and proposed a post-closing financing of $14.0 million from
current investorsin C3J.

On October 31, 2018, at a special telephonic meeting, our board met in consultation with our management and
representatives of Cooley. At the meeting, senior management updated the board on management’ s pursuit of
potential licensing and partnering transactions and government grants and that, despite active pursuit, we had not
been successful in executing upon any such transaction, as well as the discussions with Company G. Our board
also discussed the offer made by C3J on October 28, 2018. In addition, our board considered whether to enter into
anew contract with Ladenburg, whose contract expired in September 2018.

Between mid-October 2018 until the end of November 2018, we also re-engaged in discussions with potential
merger partner Company E. Company E was not fully capitalized and update discussions progressed while
Company E pursued capital. During thistime, Mr. Cook and Dr. Grint also engaged in discussions with potential
merger partners Company E and Company G. None of these entities formalized a term sheet for review.

In November 2018, we continued discussions that had been ongoing since June 2017 with Company A.
Company A expressed interest in making afinancial investment in our AmpliPhi Australiasubsidiary for the
continued development of bacteriophage.

On November 6, 2018, Dr. Grint and Mr. Martin met in person at the C3J s offices to further discuss the
potential merger. Following the meeting, management of both parties initiated due diligence efforts to evaluate the
merger possibility.
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On November 12, 2018, our board met to discuss re-engagement with C3J, and what terms if any would be
acceptable for atransaction. Our board determined to focusits efforts on C3J and Company A.

Through November 2018, C3J and AmpliPhi exchanged drafts of aterm sheet, and among other terms
negotiated an exchange ratio under which AmpliPhi would own 30% of the equity of the combined company at
closing (but prior to the post-closing financing) from a starting position of seeking 35% of the equity of the
combined company at closing (but prior to the post-closing financing), and executed aterm sheet on
November 27, 2018 (the “ C3J Term Sheet”). Additionally, the C3J Term Sheet provided for a 30-day exclusivity
period terminating on December 27, 2018. However, under the term sheet, discussions with Company A would be
permitted to continue. The C3J Term Sheet also ascribed val uations of $28.0 million and $12.0 million to C3Jand
AmpliPhi, respectively, provided for a minimum post-closing financing of $14.0 million, the exchange ratio, a post-
closing board comprised of five directors designated by C3J and two directors designated by AmpliPhi and other
non-binding terms.

At the end of November, Cooley and AmpliPhi were granted access to the C3J dataroom and Thompson
Hine LLP (“Thompson Hine"), C3J s counsel, and C3J were granted access to AmpliPhi’ s dataroom. The parties
then began to conduct their due diligence review.

On December 4, 2018, NY SE American notified us of its recommendation that we effect areverse stock splitin
order to maintain our listing with NY SE American. That same day, Thompson Hine sent a due diligence request list
to Cooley.

On December 7, 2018, Cooley sent adraft merger agreement, lock-up agreement and AmpliPhi support
agreement to Thompson Hine. The draft merger agreement also included, pursuant to the C3J Term Sheet,
requirements that C3J and AmpliPhi have cash in the amount of $5.0 million and $2.5 million, respectively, at
closing.

On December 9, 2018, we sent drafts of the stock purchase agreement and registration rights agreement for
the financing to Thompson Hine.

On December 10, 2018, Thompson Hine indicated that the C3J existing investors would not be able to sign
the stock purchase agreement and registration rights agreement prior to signing the merger agreement because
they would need more time with their respective outside counsels and investment committees than the merger
signing timeline permitted. Instead, the investorsindicated they would be willing to sign an equity commitment
letter prior to execution of the merger agreement and enter the stock purchase agreement and registration rights
agreement after signing the merger agreement.

On December 11, 2018, Thompson Hine sent Cooley a draft equity commitment letter, proposing that the
investors in the Financing enter into this agreement prior to signing the merger agreement, and then after
execution of the merger agreement, but prior to filing a definitive proxy, such investors would enter into the stock
purchase agreement and registration rights agreement. Between December 11, 2018 and December 20, 2018, the
parties exchanged drafts of the equity commitment |etter with C3J agreeing to more specificity in order to create a
binding obligation.

On December 11, 2018, a non-binding term sheet proposal from Company A to invest up to $12.5 millionin
AmpliPhi upon certain conditions was submitted to our board. Our board reviewed and discussed the proposal
with the Independent Special Committee and determined to continue to assess this proposal in the context of
progress with C3J.

On December 13, 2018, Thompson Hine sent drafts of the revised merger agreement, AmpliPhi support
agreement, lockup agreement, stock purchase agreement and registration rights agreement. We accepted the
minimal changes to the AmpliPhi support agreement, lockup agreement, stock purchase agreement and
registration rights agreement. The draft of the merger agreement included and removed the right for our board to
terminate the agreement for a Change of Circumstance.

On December 17, 2018, we entered into an extension of the Ladenburg engagement | etter, which had expired.

On December 18, 2018, our board of directors met with Mr. Patrick in San Diego to discuss deal terms.
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On December 19, 2018, Cooley provided a draft of the AmpliPhi disclosure schedules and revised merger
agreement to Thompson Hine. The draft merger agreement included a proposed $500,000 termination fee and
reinserted the right to terminate for a Change of Circumstance.

On December 20, 2018, Thompson Hine provided adraft of the C3J disclosure schedules and C3J support
agreement to Cooley. The C3J support agreement was acceptable and agreed to be in substantially final form by
the parties. That same day, Thompson Hine provided Cooley afurther revised draft of the equity commitment
letter in aform agreeable to the parties. Thompson Hine then distributed the equity commitment lettersto its
investorsfor signature, which were obtained prior to signing the merger agreement on January 3, 2018.

On December 21, 2018, Thompson Hine provided comments to the AmpliPhi disclosure schedules and a
revised draft of the merger agreement to Cooley. The draft merger agreement included a termination fee of
$1.0 million.

On December 22, 2018, our management updated the Independent Special Committee regarding the proposal
received from Company A on December 11, 2018.

On December 24, 2018, our board of directors determined to place the potential transaction with Company A
on hold because of the inability of the parties to come to final terms. In discussions with the management team,
Mr. Patrick also indicated he wished to extend exclusivity for 15 days to ensure the transaction was signed
expeditiously. Our board then determined to pursue a merger transaction exclusively with C3J and cease
negotiations with Company A.

On December 26, 2018, Thompson Hine sent an exclusivity extension agreement to extend exclusivity
between the companies by 15 days, and on December 27, 2018, the parties executed the exclusivity extension
agreement, extending exclusivity until January 11, 2019. Under the terms of this agreement, AmpliPhi was not
permitted to continue discussions with any third party, including Company A. Additionally, the revised letter
revised the minimum Financing commitment from $14.0 million, as provided in the C3J Term Sheet, to $11.5 million.
The reduction in the Financing commitment amount was due to a number of factors, including the unwillingness of
the financing source to move quickly within the confines of the limited timeframe in order to conclude its due
diligence and review of the transaction documents.

On December 27, 2018, Thompson Hine provided execution versions of the equity commitment letters for an
aggregate of $8.5 million to Cooley.

On December 28, 2018, Cooley provided revised drafts of the AmpliPhi disclosure schedules, C3J disclosure
schedules, and the merger agreement to Thompson Hine. The revised merger agreement included a termination fee
of $750,000.

On December 29, 2018, Thompson Hine provided the final equity commitment letter from one of the proposed
investors and indicated that this investor would commit $1.5 million instead of the previously anticipated
$3.0 million. The reduction by thisinvestor brought the total minimum Financing amount from $11.5 million to
$10.0 million. Given the reduction, C3Jand AmpliPhi agreed to revise the cash closing requirement to account for
the difference in the Financing amount by increasing the C3J requirement from $5.0 million to $6.0 million and
decreasing AmpliPhi’s requirement from $2.5 million to $2.0 million.

On December 31, 2018, Thompson Hine provided revised drafts of the AmpliPhi disclosure schedules, C3J
disclosure schedules, and the merger agreement to Cooley. As agreed, the revised draft of the merger agreement
changed the closing cash requirements of C3Jand AmpliPhi from $5.0 million and $2.5 million to $6.0 million and
$2.0 million, respectively, and a termination fee of $1.0 million.

On January 2, 2019, at a special telephonic meeting, the Independent Special Committee with our management
and representatives of Ladenburg and Cooley reviewed certain terms of the merger agreement, including the
exchangeratio, post-closing board composition, termination fees and outside date. L ater in the day, at a special
telephonic meeting, our board of directorsin consultation with our management and representatives of Ladenburg
and Cooley reviewed the strategic process and C3J s proposal, including the combined company’ s management
and board composition, the termination fee, and the terms of the Financing, the reduction in the financing
commitment from $11.5 million to $10.0 million, and the corresponding changes to the closing cash requirements.
Ladenburg also presented its financial
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analyses of the exchange ratio and explained that because of the pre-commercial nature of C3J s business,
Ladenburg did not include any discounted cash flow analysis. Representatives of Cooley reviewed with our board
itsfiduciary dutiesin the context of considering the process and the proposed transaction with C3J.

On January 2, 2019, Cooley sent arevised draft of the merger agreement to Thompson Hine that accepted the
previous changes in the merger agreement and revised the recitals to make reference to a minimum commitment of
$10.0 million in the Financing.

On January 3, 2019, the parties exchanged several drafts of each of the AmpliPhi disclosure schedules, C3J
disclosure schedules and merger agreement in order to finalize the documents.

On January 3, 2019, at a special telephonic meeting, our board in consultation with our management and
representatives of Ladenburg and Cooley reviewed the strategic process and C3J s proposal. At this meeting,
representatives of Ladenburg reviewed itsfinancial analyses of the consideration to be paid by AmpliPhi in the
merger and delivered to our board its opinion, which stated that, subject to the various assumptions and
limitations set forth in the opinion, as of January 3, 2018, the exchange ratio was fair, from afinancial point of view,
to the AmpliPhi shareholders. Also, at this meeting, representatives of Cooley reviewed changes in the proposed
terms of the merger agreement from those discussed at the January 2, 2019 board meeting, including the outside
date and closing cash requirements. Cooley reviewed the merger agreement terms, including conditions to closing,
termination rights and any fees associated with terminations under certain circumstances, and our limited right to
continue negotiations with other interested parties. Cooley also reviewed the terms of the Financing and other
transaction agreements. Our board engaged in extensive discussions relating to C3J, its business and the terms of
the proposed transaction.

Following consideration of the merger agreement and the contemplated transactions, including consideration
of the factors described in “reasons for the merger”, our board unanimously (a) determined that the contemplated
transactions were fair to, advisable and in the best interests of AmpliPhi and its shareholders; (b) authorized,
approved and declared advisable the merger agreement and the contemplated transactions, including the issuance
of shares of AmpliPhi common stock to the shareholders of C3J pursuant to the terms of the merger agreement;
and (c) determined to recommend, upon the terms and subject to the conditions set forth in the merger agreement,
that the AmpliPhi shareholders vote to approve the AmpliPhi Shareholder Matters. Our board of directors also
agreed to determine the final AmpliPhi board members and reverse stock split ratio at alater date.

Later that evening, representatives of C3J, AmpliPhi and Merger Sub executed the definitive Merger
Agreement. Concurrently with the execution of the Merger Agreement, each of our directors and named executive
officers of AmpliPhi representing less than 1% of the outstanding Shares in the aggregate entered into the
AmpliPhi support agreement and the lockup agreement. That same day, we also entered into the equity
commitment letters with C3J and certain stockholders of C3J.

Execution of the Merger Agreement was publicly announced early on the morning of January 4, 2019.

Reasonsfor the Merger

Our board considered the following factors in reaching its conclusion to approve the Merger and to
recommend that the AmpliPhi shareholders approve the AmpliPhi Shareholder Matters, all of which our board
viewed as supporting its decision to approve the business combination with C3J:

*  Our board and its financial advisors have undertaken a comprehensive and thorough process of
reviewing and analyzing potential Merger transaction candidates for a variety of strategic transactions
over the course of more than two years, to identify the opportunity that would, in our board’ s opinion,
create the most value for AmpliPhi’ s shareholders.

¢ Our board believes that, asaresult of arm’s length negotiations with C3J, AmpliPhi and its
representatives negotiated the most favorable exchange ratio for AmpliPhi that C3Jwas willing to agree
to, and that the terms of the Merger Agreement include the most favorable terms to AmpliPhi in the
aggregate to which C3Jwas willing to agree.
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Our board believes, after athorough review of strategic alternatives and discussions with C3J s senior
management, and AmpliPhi’sfinancial advisors and legal counsel, that the Merger was more favorable
to the shareholders of AmpliPhi than the potential value that might have resulted from other strategic
options that may have been available to AmpliPhi, including remaining a standal one public company.

Our board believes, based in part on the judgment, advice and analysis of our senior management with
respect to the potential strategic, financial and operational benefits of the Merger (which judgment,
advice and analysiswas informed in part on the business, technical, financial, accounting and legal due
diligence investigation performed with respect to C3J), that the combined company’ s targeted
bacteriophage therapeutics represents a sizeable market opportunity, may provide new medical benefits
for alarge patient population and returns for investors, and may lead to partnering opportunities with
third parties that previously were not available to AmpliPhi.

Our board also reviewed, with our management and C3J s management, the current plans of C3Jfor
developing novel targeted antimicrobialsto confirm the likelihood that the combined company would
possess sufficient financial resources through the first half of 2020 to allow the management team to
focus on the development and potential commercialization of targeted bacteriophage therapeutics. Our
board also considered the possibility that the combined company would be able to take advantage of
the potential benefits resulting from the combination of the AmpliPhi public company structure with the
C3Jbusinessto raise additional fundsin the future.

Our board considered C3J swillingnessto allow continued devel opment of the AmpliPhi bacteriophage
therapeutics which certain other bidders resisted.

Our board' s consideration of the fact that, despite the effectiveness of AmpliPhi’s targeted
bacteriophage therapeutics, its stock price had not responded favorably to positive announcements;

Our board considered AmpliPhi’ sinability to successfully enter into partnering or collaboration
arrangements despite directed efforts;

Our board concluded that the Merger would provide the existing AmpliPhi shareholders a significant
opportunity to participate in the potential growth of the combined company following the Merger given
the potential ability of C3Jto monetize its pipeline more quickly and seek patent protection more easily
than AmpliPhi.

Our board also considered that the combined company will be led by an experienced senior management
team, including AmpliPhi’s Chief Financial Officer, who will remain in his current position, and a new
Chief Executive Officer who was part of senior management team that previously built and sold a
company for over $1.5 hillion.

Our board considered that the combined company will be led by aboard of directors with representation
from each of the current boards of directors of AmpliPhi and C3J.

Our board considered the financial analysis of Ladenburg Thalmann, including Ladenburg Thalmann’s
Opinion to our board as to the fairness to AmpliPhi, from afinancial point of view and as of the date of
the Opinion, of the aggregate number of shares of AmpliPhi common stock to be paid in the Merger, as
more fully described below under the caption “The Merger — Opinion of Ladenburg Thalmann & Co.
Inc.”

Our board also reviewed the recent financial condition, results of operations and financial condition of
AmpliPhi, including:

+ therisksassociated with continuing to operate AmpliPhi on a stand-alone basis, including liquidity
needs and cash-burn relating to, among other things, funding AmpliPhi’ s ongoing and
contemplated clinical trials;
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*  the consequences of current market conditions, AmpliPhi’s current liquidity position, the
depressed stock price of AmpliPhi and its deemed peer group, continuing net operating losses, and
the likelihood that the resulting circumstances for AmpliPhi, on a stand-alone basis, would not
change for the benefit of the AmpliPhi shareholdersin the foreseeable future;

*  our management’ s belief that it would be difficult to obtain sufficient equity or debt financing on
acceptableterms, if at all, coupled with the fact that AmpliPhi’ s existing cash would only fund
operations through the middle of 2019;

* theresultsof substantial efforts made over asignificant period of time by AmpliPhi’s senior
management and financial advisorsto solicit strategic alternatives for AmpliPhi to the Merger,
including the discussions that AmpliPhi management and the AmpliPhi board had since 2017 with
other potential transaction candidates;

*  theprojected liquidation value of AmpliPhi and the risks, costs and timing associated with
liquidating compared to the value AmpliPhi shareholders will receive in the Merger; and

*  AmpliPhi’s potential inability to maintainits NY SE American listing without completing the
Merger.

Our board also reviewed the terms of the Merger and associated transactions, including:

The Exchange Ratio, which establishes the number of shares of AmpliPhi common stock to beissuedin
the Merger, isfixed based on the relative valuations of the companies, and thus the relative percentage
ownership of AmpliPhi shareholders and C3J shareholdersimmediately following the completion of the
Merger issimilarly fixed;

the limited number and nature of the conditions to C3J s obligation to consummate the Merger and the
limited risk of non-satisfaction of such conditions aswell asthe likelihood that the Merger will be
consummated on atimely basis;

the respective rights of, and limitations on, AmpliPhi and C3J under the Merger Agreement to consider
certain unsolicited acquisition proposals under certain circumstances should AmpliPhi or C3Jreceive a
superior offer;

the reasonableness of the potential termination fee of $1.0 million, which could become payable by
either AmpliPhi or C3Jif the Merger Agreement is terminated in certain circumstances;

the support agreements, pursuant to which officers, directors and certain shareholders of C3J agreed,
solely in their capacity as shareholders, to vote shares of their C3J capital stock covering approximately
88% of the outstanding shares of C3Jin favor of adoption of the Merger Agreement;

the fact that C3Jwould solicit the approval of its shareholders to adopt the Merger Agreement and
approve the Merger and other transactions contemplated by the Merger Agreement within five
business days of execution of the Merger Agreement;

the execution of the equity commitment letters by certain of C3J s shareholders, pursuant to which such
shareholders committed to invest a sufficient amount of capital (at a price per share based upon the
combined valuation of the companies) that is anticipated to help fund the further development of the
combined company’s preclinical and clinical programs and build substantial value for our shareholders
in the near term; and

the belief that the terms of the Merger Agreement, including the parties’ representations, warranties and
covenants, and the conditions to their respective obligations, are reasonabl e under the circumstances.
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In the course of its deliberations, our board also considered avariety of risks and other countervailing
factorsrelated to entering into the Merger, including:

*  the termination fee of $1.0 million payable to C3J upon the occurrence of certain events and the
potential effect of such termination feein deterring other potential acquirers from proposing an
alternative transaction that may be more advantageous to AmpliPhi’ s sharehol ders;

+  thesubstantial expensesto beincurred in connection with the Merger, including the costs associated
with any related litigation;

+ thepossible volatility, at |east in the short term, of the trading price of the AmpliPhi common stock
resulting from the Merger announcement;

*  therisk that the Merger might not be consummated in atimely manner or at all and the potential adverse
effect of the public announcement of the Merger or on the delay or failure to complete the Merger on
the reputation of AmpliPhi;

*  therisk to AmpliPhi’ s business, operations and financial resultsin the event that the Merger is not
consummated, including the diminution of AmpliPhi’s cash and itslikely inability to raise additional
capital through the public or private sale of equity securities;

+ thestrategic direction of the continuing company following the completion of the Merger, which will be
determined by aboard of directors, amajority of which will beinitially comprised of members of the
current C3J board of directors;

+  thefact that the Merger would give rise to substantial limitations on the utilization of AmpliPhi’s net
operating losses;

+  thefact that additional capital will be needed immediately following the consummation of the Merger to
fund the continuing company;

+ thefact that the stock purchase agreement contemplated by the equity commitment letters may not be
executed and, even if executed, the financing contemplated thereby might not be consummated; and

*  variousother risks associated with the combined company and the Merger, including those described in
the section entitled “ Risk Factors” in this proxy statement.

The foregoing information and factors considered by the AmpliPhi board are not intended to be exhaustive
but are believed to include all of the material factors considered by AmpliPhi’s board. In view of the wide variety
of factors considered in connection with its evaluation of the Merger and the complexity of these matters, the
AmpliPhi board did not find it useful, and did not attempt, to quantify, rank or otherwise assign relative weights to
these factors. In considering the factors described above, individual members of AmpliPhi’s board may have
given different weight to different factors. AmpliPhi’s board conducted an overall analysis of the factors
described above, including thorough discussions with, and questioning of, the AmpliPhi management team and
the legal and financial advisors of AmpliPhi, and considered the factors overall to be favorable to, and to support,
its determination.

Opinion of Ladenburg Thalmann & Co. Inc.

Pursuant to an engagement letter dated December 13, 2017 and amended on December 17, 2018, AmpliPhi
retained Ladenburg Thalmann to act as afinancial advisor in connection with the Merger and to render an opinion
to the AmpliPhi board of directors asto the fairness, from afinancial point of view, of the Exchange Ratio to the
AmpliPhi shareholders. On January 3, 2019, Ladenburg Thalmann rendered its oral opinion, subsequently
confirmed by delivery of awritten opinion dated January 3, 2019, to the AmpliPhi board of directors, that, as of the
date of such opinion, and based upon the various assumptions and limitations set forth therein, that the Exchange
Ratio was fair from afinancial point of view to the AmpliPhi shareholders.

Thefull text of thewritten opinion of Ladenburg Thalmann, dated January 3, 2019, isattached as
Appendix C to this proxy statement and isincor porated by reference. AmpliPhi encour ages AmpliPhi
shareholderstoread the Opinion in itsentirety for the assumptions made, procedur esfollowed, other matters
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considered and limits of thereview by Ladenburg Thalmann. The summary of the written Opinion of L adenburg
Thalmann set forth herein isqualified by referenceto the full text of the Opinion. Ladenburg Thalmann provided
its Opinion for the sole benefit and use of AmpliPhi’sboard of directorsin its consideration of the Merger.
Ladenburg Thalmann’s Opinion isnot arecommendation to any shareholder asto how to vote with respect tothe
proposed Merger or to take any other action in connection with the Merger or otherwise.

In connection with the Opinion, Ladenburg Thalmann took into account an assessment of general economic,
market and financial conditions aswell asits experience in connection with similar transactions and securities
valuations and, among other things:

. Reviewed a draft dated January 3, 2019 of the Merger Agreement, which was the most recent draft made
available to Ladenburg Thalmann prior to delivery of the Opinion;

*  Reviewed and analyzed certain publicly available financial and other information for each of AmpliPhi
and C3J, respectively, including equity research on comparable companies and on AmpliPhi, and certain
other relevant financial and operating data furnished to us by the management of each of AmpliPhi and
C3J, respectively;

. Reviewed and analyzed certain relevant historical financial and operating data concerning C3J furnished
to Ladenburg Thalmann by the management of AmpliPhi and C3J;

. Discussed with certain members of the management of AmpliPhi the historical and current business
operations, financial condition and prospects of AmpliPhi and C3J;

. Reviewed and analyzed certain operating results of C3J as compared to operating results and the
reported price and trading histories of certain publicly traded companies that L adenburg Thalmann
deemed relevant;

. Reviewed and analyzed certain financial terms of the Merger Agreement as compared to the publicly
available financial terms of certain selected business combinations that L adenburg Thalmann deemed
relevant;

. Reviewed and analyzed certain financial terms of completed initial public offerings for certain companies
that Ladenburg Thalmann deemed relevant;

. Reviewed certain pro formafinancial effects of the Merger;

. Reviewed and analyzed such other information and such other factors, and conducted such other
financial studies, analyses and investigations, as L adenburg Thal mann deemed relevant for the
purposes of the Opinion; and

*  Took into account Ladenburg Thalmann's experience in other transactions, as well as Ladenburg
Thalmann’s experiencein securities valuations and Ladenburg Thalmann’s general knowledge of the
industry in which AmpliPhi and C3J operate.

In conducting its review and arriving at the Opinion, Ladenburg Thalmann, with the consent of AmpliPhi,
assumed and relied, without independent investigation, upon the accuracy and completeness of all financial and
other information provided to Ladenburg Thal mann, by AmpliPhi and C3J, respectively, or which is publicly
available or was otherwise reviewed by Ladenburg Thalmann. Ladenburg Tha mann has not undertaken any
responsibility for the accuracy, completeness or reasonabl eness of, or independent verification of, such
information.

Ladenburg Thalmann relied upon, without independent verifications, the assessment of AmpliPhi
management and C3J management as to the viability of, and risks associated with, the current and future products
and services of C3J (including without limitation, the devel opment, testing and marketing of such products and
services, the receipt of all necessary governmental and other regulatory approvals for the devel opment, testing
and marketing thereof, and the life and enforceability of all relevant patents and other intellectual and other
property rights associated with such products and services).
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In addition, L adenburg Thal mann has not conducted, nor has Ladenburg Thalmann assumed any obligation
to conduct, any physical inspection of the properties or facilities of AmpliPhi or C3J. Furthermore, Ladenburg
Thalmann has assumed, with AmpliPhi’ s consent, that there will be no further adjustments to the Exchange Ratio
between the date hereof and the date the final Exchange Ratio is determined.

Ladenburg Thalmann, with AmpliPhi’s consent, relied upon the assumption that all information provided to
Ladenburg Thalmann by AmpliPhi, including information AmpliPhi obtained from C3Jis accurate and completein
all material respects. Ladenburg Thalmann expressly disclaims any undertaking or obligation to advise any person
of any changein any fact or matter affecting the Opinion of which Ladenburg Thalmann has become aware after
the date hereof.

Ladenburg Thalmann has assumed there were no material changesin the assets, liabilities, financial
condition, results of operations, business or prospects of AmpliPhi or C3J since the date of the last financial
statements made availabl e to Ladenburg Thalmann. Ladenburg Thalmann has not made or obtained any
independent evaluations, valuations or appraisals of the assets or liabilities of AmpliPhi or C3J, nor has
Ladenburg Thalmann been furnished with such materials. Further, as AmpliPhi’ s board of directors was aware,
C3J s management team did not provide L adenburg Thalmann or AmpliPhi with, and Ladenburg Thalmann did not
otherwise have access to, financial forecasts regarding C3J s business, other than certain near-term budgets, and,
accordingly, Ladenburg Thalmann did not perform either a discounted cash flow analysis or any multiples-based
analyses with respect to C3J. In addition, Ladenburg Thalmann has not eval uated the solvency or fair value of
AmpliPhi or C3Junder any state or federal laws relating to bankruptcy, insolvency or similar matters. Ladenburg
Thalmann has been informed that AmpliPhi was expected to have $2.0 million in cash and C3J was expected to
have $6.0 million in cash at the closing of the merger, assuming the closing occurred prior to March 31, 2019. The
Opinion does not address any legal, tax or accounting matters related to the Merger Agreement or the Merger, as
to which Ladenburg Thalmann has assumed that AmpliPhi and the board of directors have received such advice
from legal, tax and accounting advisors as each has determined appropriate. The Opinion addresses only the
fairness of the Exchange Ratio, from afinancial point of view, to AmpliPhi shareholders. Ladenburg Thalmann
expresses no view as to any other aspect or implication of the Merger or any other agreement or arrangement
entered into in connection with the Merger. The Opinion is necessarily based upon economic and market
conditions and other circumstances as they exist and have been evaluated by L adenburg Thalmann on the date
hereof. It should be understood that although subsequent devel opments may affect the Opinion, Ladenburg
Thalmann does not have any obligation to update, revise or reaffirm the Opinion and Ladenburg Thalmann
expressly disclaims any responsibility to do so.

Ladenburg Thalmann did not consider any potential legislative or regulatory changes currently being
considered or recently enacted by the United States or foreign regulatory body, or any changes in accounting
methods or generally accepted accounting principles that may be adopted by the SEC, the Financial Accounting
Standards Board, or any similar foreign regul atory body or board.

For purposes of rendering the Opinion, Ladenburg Thalmann assumed, in all respects material to itsanalysis,
that the representations and warranties of each party contained in the Merger Agreement are true and correct, that
each party will perform all of the standards of the covenants and agreements required to be performed by it under
the Merger Agreement and that all conditions to the consummation of the Merger will be satisfied without waiver
thereof. Ladenburg Thalmann assumed that the final form of the Merger Agreement was substantially similar to
the last draft reviewed by Ladenburg Thalmann. Ladenburg Thalmann also assumed that all governmental,
regul atory and other consents and approvals contemplated by the Merger Agreement will be obtained and that in
the course of obtaining any of those consents no restrictions will be imposed or waivers made that would have an
adverse effect on the contemplated benefits of the Merger. Ladenburg Thalmann assumed that the Merger will be
consummated in amanner that complies with the applicable provisions of the Securities Act, the Exchange Act,
and all other applicable federal and state statutes, rules and regulations.

It isunderstood that Ladenburg Thalmann’s Opinion was intended for the benefit and use of the board of
directors of AmpliPhi inits consideration of the financial terms of the Merger and may not be used for any other
purpose or reproduced, disseminated, quoted or referred to at any time, in any manner or for any
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purpose without Ladenburg Thalmann'’s prior written consent. L adenburg Thalmann’s Opinion did not constitute
arecommendation to the board of directors of AmpliPhi on whether or not to approve the Merger or to any
AmpliPhi shareholder or C3J shareholder or any other person as to how to vote with respect to the Merger or to
take any other action in connection with the Merger or otherwise. Ladenburg Thalmann’s Opinion did not address
AmpliPhi’ s underlying business decision to proceed with the Merger or the relative merits of the Merger
compared to other alternatives available to AmpliPhi. Ladenburg Thalmann expressed no Opinion as to the prices
or ranges of prices at which shares of securities of any person, including AmpliPhi, will trade at any time,
including following the announcement or consummation of the Merger. Ladenburg Thalmann was not requested
to opine asto, and Ladenburg Thalmann’s Opinion does not in any manner address, the amount or nature of
compensation to any of the officers, directors or employees of any party to the Merger, or any class of such
persons, rel ative to the compensation to be paid to the security holders of AmpliPhi in connection with the
Merger or with respect to the fairness of any such compensation.

Thefollowing isasummary of the principal financial analyses performed by Ladenburg Thalmann to arrive at
the Opinion. Some of the summaries of financial analysesinclude information presented in tabular format. In order
to fully understand the financial analyses, the tables must be read together with the text of each summary. The
tables alone do not constitute a complete description of the financial analyses. Considering the data set forth in
the tables without considering the full narrative description of the financial analyses, including the methodol ogies
and assumptions underlying the analyses, could create a misleading or incomplete view of the financial analyses.
Ladenburg Thalmann performed certain procedures, including each of the financial analyses described below and
reviewed with the management of AmpliPhi the assumptions on which such analyses were based and other
factors, including the historical and projected financial results of AmpliPhi and C3J.

Transaction Overview as of the Date of the Opinion

Based upon an estimate of the Exchange Ratio of 0.6892 with no assumed reverse stock split, it is currently
estimated that at the closing of the Merger, and prior to the Financing: (a) C3J securityholdersimmediately prior to
the Merger will own approximately 70% of the aggregate number of the outstanding AmpliPhi securities (on afully
diluted basis but using the treasury stock method and excluding out-of-the-money options and out-of-the-money
warrants), and (b) the AmpliPhi securityholdersimmediately prior to the Merger will own approximately 30% of the
aggregate number of the outstanding AmpliPhi securities (on afully diluted basis but using the treasury stock
method and excluding out-of-the-money options and out-of-the-money warrants), in each case, subject to
adjustment of the Exchange Ratio as set forth in the Merger Agreement and described herein.

Assuming that the Financing closes immediately after the Merger as well as the other aforementioned
assumptions, it is expected that after the Financing, (a) the former C3J securityholders will own approximately 76%
of the aggregate number of the outstanding AmpliPhi securities on afully diluted basis but using the treasury
stock method and excluding out-of-the-money options and out-of-the-money warrants, of which approximately
20% will be represented by the sharesissued in the Financing to the Investors, and (b) the AmpliPhi
securityholders as of immediately prior to the Merger will own approximately 24% of the aggregate number of the
outstanding AmpliPhi securities (on afully diluted basis but using the treasury stock method and excluding out-of
-the-money options and out-of-the-money warrants), in each case, subject to adjustment of the Exchange Ratio as
set forth in the Merger Agreement and described herein.

Implied Equity Value

Ladenburg Thalmann estimated an implied equity value for C3J of approximately $28.0 million, which was
calculated by multiplying 113,250,830 (the assumed C3J shares as of the closing of the Merger on afully-diluted,
as-converted, pre-split basis, excluding out of the money options, and prior to giving effect to the Financing) by
$0.25 (the assumed price per share of C3J common stock).
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Implied Total Enterprise Value

Ladenburg Thalmann cal culated an implied total enterprise value for C3J of approximately $22.0 million by
subtracting an assumed C3J net cash balance of approximately $6.0 million at March 31, 2019 from theimplied
equity value of approximately $28.0 million and was based on C3J s projected indebtedness, cash and cash
equivaents at March 31, 2019, the assumed closing date of the Merger for purposes of the Opinion.

Analysis of Selected I nitial Public Offering Transactions

Ladenburg Thalmann reviewed the initial public offerings (“IPOs") of 10 biopharmaceutical companies that
completed an IPO since July 2014 and whose lead product at the time of its PO wasin a Pre-Clinical to Phase 2
stage of development and focused on the infectious disease space. The total enterprise value at PO is defined as
the pre-money equity value plus indebtedness, liquidation value of preferred stock and non-controlling interest,
minus cash and cash equivalents at the time of its IPO. Although the companies referred to bel ow were used for
comparison purposes, none of these companies are directly comparable to C3J. Accordingly, an analysis of the
results of such acomparison is not purely mathematical, but instead involves complex considerations and
judgments concerning differencesin historical and projected financial and operating characteristics of the selected
companies below. These companies, which are referred to asthe “ Precedent IPO Analysis,” were:

Enterprise Value

First Trade Date Company Name (SMM)

9/25/18 Entasis Therapeutics Holdings Inc. $ 864
8/13/18 Aridis Pharmaceuticals Inc. 55.1
5/24/18 Iterum Therapeutics plc 41.8
2/14/18 Vaxart, Inc.* 77.0
1/25/18 resTORbio Inc. 264.0
11/15/17 ArsanisInc. 83.2
117 Spero Therapeutics Inc. 83.8
5/5/17 Altimmune, Inc.* 48.9
5/6/16 Spring Bank Pharmaceuticals Inc. 61.2
7/128/14 ContraFect Corp 75.4

*  Entry into public markets done via a reverse merger.

Enterprise Value

Precedent | PO Analysis (SMM)

Low $ 418
25" Percentile $ 566
Median $ 762
75" Percentile $ 836
High $ 2640

Using the 251 percentile and the 75\ percentile of the implied total enterprise values, Ladenburg Thalmann
then calculated arange of implied total equity valuesfor C3J (by adding an estimated $6.0 million in cash at the
closing of the Merger), which was $62.6 million to $89.6 million. This comparesto C3J stotal equity value as per
the Merger Agreement of $28.0 million.
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Analysis of Selected Publicly Traded Companies

Ladenburg Thalmann reviewed selected financial data of 12 publicly traded companiesin the
biopharmaceutical industry that had alead candidate in Pre-Clinical to Phase 2 stage of clinical development and
focused on the infectious disease space (the “ Selected Publicly Traded Companies Analysis’). Spero
Therapeutics Inc., Altimmune, Inc. and Entasis Therapeutics Holdings Inc. were excluded from the 25" and 75"
percent calculations due to their negative enterprise values. Although the companies referred to below were used
for comparison purposes, none of those companiesis directly comparable to C3J. Accordingly, an analysis of the
results of such acomparison is not purely mathematical but instead involves complex considerations and
judgments concerning differencesin historical and projected financial and operating characteristics of the selected
companies below. Thetotal enterprise values are based on closing stock prices on January 2, 2019. The Selected
Publicly Traded Companies were:

Enterprise Value

Company Name (SMM)

Assembly Biosciences, Inc. $ 3527
Arbutus Biopharma Corporation 2035
resTORbio, Inc. 134.3
Spring Bank Pharmaceuticals, Inc. 126.6
Cocrystal Pharma, Inc. 108.4
ContraFect Corporation 103.7
Mymetics Corporation 789
Aridis Pharmaceuticals, Inc. 55.8
NanoViricides, Inc. 9.5
Spero Therapeutics, Inc. (23.2)
Altimmune, Inc. (25.0)
Entasis Therapeutics Holdings Inc. (34.9)

Enterprise Value

Selected Publicly Traded Companies Analysis (M M)

Low $ 95
251" Percentile $ 789
Median $ 1084
75" Percentile $ 1343
High $ 3527

Using the 251 percentile and the 75™ percentile of the implied total enterprise values, Ladenburg Thalmann
then calculated arange of implied total equity valuesfor C3J (by adding an estimated $6.0 millionin cash at the
closing of the Merger), which was $84.9 million to $140.3 million. This comparesto C3J s ascribed total equity
value of $28.0 million under the Merger Agreement.
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Analysis of Precedent Selected M& A Comparable Transactions

Ladenburg Thalmann reviewed the financial terms, to the extent the information was publicly available, of the
8 most recent qualifying merger transactions of companies in the biopharmaceutical industry, which had alead
candidate in Pre-Clinical to Phase 2 stage of clinical development and focused on the infectious disease space (the
“Precedent Selected M& A Comparable Transactions’). Although the precedent transactions referred to below
were used for comparison purposes, none of the target companiesis directly comparable to C3J. Accordingly, an
analysis of the results of such acomparison is not purely mathematical, but instead involves complex
considerations and judgments concerning differencesin historical and projected financial and operating
characteristics of the companiesinvolved and other factors that could affect the Merger value of such companies
and C3Jto which they are being compared. Ladenburg Thalmann reviewed the total enterprise values of the target
companies (including downstream milestone payments). These transactions, including the month and year each
was closed, were as follows:

Enterprise Value

Closed Date Target Company Acquirer (SMM)
August 2018 Visterra, Inc. Otsuka America, Inc. $ 4300
July 2018 Zavante Therapeutics, Inc. Nabriva Therapeutics plc 169.7
May 2016 VBI Vaccines Inc. SciVac Therapeutics Inc. 74.4
July 2015 Foresight Biotherapeutics, Inc.  Shireplc 300.0
June 2015 Anaconda PharmaSAS Biota Pharmaceuticals, Inc. 46.7
Mitsubishi Tanabe Pharma
September 2013 Medicago Inc. Corporation 364.0
May 2013 OkairosAG GlaxoSmithKline plc 3239
Takeda America Holdings,
May 2013 Inviragen, Inc. Inc. 250.0
Enterprise Value
Selected M& A Comparable Transactions (SMM)
Low $ 467
25" Percentile $ 1459
Median $ 2750
75" Percentile $ 3339
High $ 4300

Using the 251 percentile and the 751 percentile of the implied total enterprise values, Ladenburg Thalmann
then calculated arange of implied total equity values for C3J (by adding an estimated $6.0 millionin cash at the
closing of the Merger), which was $151.9 million to $339.9 million. This compares to C3J s ascribed total equity
value of $28.0 million under the Merger Agreement.

The summary set forth above does not purport to be a complete description of all the analyses performed by
Ladenburg Thalmann. The preparation of afairness opinion involves various determinations as to the most
appropriate and relevant methods of financial analysis and the application of these methods to the particular
circumstances. Therefore, such an opinion is not readily susceptible to partial analysis or summary description.
Ladenburg Thalmann did not attribute any particular weight to any analysis or factor considered by it, but rather
made qualitative judgments as to the significance and relevance of each analysis and factor. Accordingly,
notwithstanding the separate factors summarized above, Ladenburg Thalmann believes, and advised the AmpliPhi
board of directors, that its analyses must be considered as awhole. Selecting portions of its analyses and the
factors considered by it without considering all analyses and factors could create an incomplete view of the
process underlying its Opinion. In performing its analyses, L adenburg Thalmann made numerous assumptions
with respect to industry performance, business and economic conditions and other matters, many of which are
beyond the control of AmpliPhi and C3J. These analyses performed by Ladenburg Thalmann are not necessarily
indicative of actual values or future results, which may be significantly more or less favorabl e than suggested by
such analyses. In addition, analyses relating to the val ue of businesses do not purport to be appraisals or to
reflect the prices at which
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businesses or securities may actually be sold. Accordingly, such analyses and estimates are inherently subject to
uncertainty, being based upon numerous factors or events beyond the control of the parties or their respective
advisors. None of AmpliPhi, C3J, Ladenburg Thalmann or any other person assumes responsibility if future
results are materially different from those projected. The analyses supplied by Ladenburg Thalmann and its
Opinion were among several factors taken into consideration by the AmpliPhi board of directorsin making its
decision to enter into the Merger Agreement and should not be considered as determinative of such decision.

Ladenburg Thalmann was selected by the AmpliPhi board of directorsto render an opinion to the AmpliPhi
board of directors because Ladenburg Thalmann is a nationally recognized investment banking firm and because,
as part of itsinvestment banking business, Ladenburg Thalmann is continually engaged in the val uation of
businesses and their securitiesin connection with mergers, negotiated underwritings, secondary distributions of
listed and unlisted securities, private placements and val uations for corporate and other purposes. In addition, in
the ordinary course of its business, Ladenburg Thalmann and its affiliates may trade the equity securities of
AmpliPhi for its own account and for the accounts of their customers, and, accordingly, may at any time hold a
long or short position in such securities. In the three years preceding the date hereof, Ladenburg Thalmann has
had no equity research reports written on AmpliPhi. Ladenburg Thalmann has not received any feesfrom
AmpliPhi, aside from the fees described below. In the three years preceding the date hereof, Ladenburg Thalmann
has not had arelationship with C3J and has not received any fees from C3J. Ladenburg Thalmann and its affiliates
may in the future seek to provide investment banking or financial advisory servicesto AmpliPhi and C3J and/or
certain of their respective affiliates and expect to receive fees for the rendering of these services.

Theissuance of the Opinion was reviewed and approved by a fairness opinion committee of Ladenburg
Thalmann.

Pursuant to the engagement letter between Ladenburg Thalmann and AmpliPhi, dated December 13, 2017, if
the Merger is consummated, L adenburg Thalmann will be entitled to receive a transaction fee of $1.0 million
payable in cash. AmpliPhi also paid an initial fee of $75,000, creditable against other fees due in connection with
the Merger and paid a fee for the delivery of a fairness opinion of $250,000. Additionally, AmpliPhi has agreed to
reimburse Ladenburg Thalmann for its out-of-pocket expenses and has agreed to indemnify Ladenburg Thalmann
against certain liabilities. The terms of the fee arrangement with Ladenburg Thalmann, which are customary in
transactions of this nature, were negotiated at arm’ s length between AmpliPhi and Ladenburg Thalmann, and the
AmpliPhi board of directors was aware of the arrangement, including the fact that a portion of the fee payableto
Ladenburg Thalmann is contingent upon the completion of the Merger.

I nterests of the AmpliPhi Directorsand Executive Officersin the Mer ger

In considering the recommendation of the AmpliPhi board of directors with respect to issuing shares of
AmpliPhi common stock in the Merger and the Financing and the other matters to be acted upon by the AmpliPhi
shareholders at the Special Meeting, the AmpliPhi shareholders should be aware that some of our directors and
executive officers have interests in the Merger that are different from, or in addition to, the interests of our
shareholders generally. These interests may present them with actual or potential conflicts of interest, and these
interests, to the extent material, are described below.

Our board was aware of these potential conflicts of interest and considered them, among other matters, in
reaching its decision to approve the Merger Agreement and the Merger, and to recommend, as applicable, that the
AmpliPhi shareholders approve the Proposals to be presented to the AmpliPhi shareholders for consideration at
the Specia Meeting as contemplated by this proxy statement.

Directors and Executive Officers Following the Merger

Jeremy Curnock Cook and Michael S. Perry, D.V.M., Ph.D. are currently directors of AmpliPhi and shall
continue as directors of the combined company after the effective time of the Merger.

Paul C. Grint, M.D., currently the Chief Executive Officer of AmpliPhi and amember of its board of directors,
is expected to resign from his positions as officer and director of AmpliPhi as of the effective time of the Merger.
After the effective time of the Merger, Dr. Grint may act asaclinical consultant for the combined company. The
specific terms of this potential consulting relationship are still being discussed.
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Pursuant to Dr. Grint’s offer letter agreement with AmpliPhi, dated June 1, 2017, in the event Dr. Grint is
terminated without cause or resigns for good reason within one month before or 12 months after achangein
control of AmpliPhi (including the Merger), the vesting of all of his outstanding equity awards that are subject to
time-based vesting will accelerate in full such that all such equity awards will be deemed fully vested as of the date
of such termination or resignation (or changein control, if later). In addition, the offer letter providesthat if
Dr. Grint isterminated without cause or resigns for good reason from his employment with us, Dr. Grint will be
entitled to receive severance benefitsin the form of salary continuation at the rate of his base salary in effect at
the time of histermination or resignation for a period of 12 months, subject to our timely receipt of an effective
release and waiver of claimsfrom Dr. Grint. Dr. Grint is expected to receive the foregoing changein control
severance benefits in connection with the closing of the Merger.

Steve R. Martin, our Chief Financial Officer, will maintain his position as Chief Financial Officer of the
combined company pursuant to the terms of the Merger Agreement. However, if Mr. Martin isterminated without
cause or resigns for good reason within 12 months following the closing of the Merger, Mr. Martin will be entitled
to receive 12 months of continued base salary as well asfull acceleration of all time-based equity awards held by
Mr. Martin.

Indemnification of the AmpliPhi Officersand Directors

The Merger Agreement providesthat, for aperiod of six yearsfollowing the effective time of the Merger,
AmpliPhi and the Combined company will, jointly and severally, indemnify and hold harmless each person whois,
has been, or who becomes prior to the effective time, adirector, officer, fiduciary or agent of AmpliPhi and its
subsidiaries or C3J, respectively, against al claims, losses, liabilities, damages, judgments, fines and reasonable
fees, costs and expenses, including attorneys' fees and disbursements, incurred in connection with any claim,
action, suit, proceeding or investigation, whether civil, criminal, administrative or investigative, arising out of or
pertaining to the fact that such person is or was a director, officer, fiduciary or agent of AmpliPhi or of C3J or any
of their respective subsidiaries, whether asserted or claimed prior to, at or after the effective time, in each case, to
the fullest extent permitted under applicable law. Each such person will be entitled to advancement of expenses
incurred in the defense of any such claim, action, suit, proceeding or investigation from each of AmpliPhi and the
Combined company, jointly and severally.

The Merger Agreement also provides that the provisions relating to the indemnification, advancement of
expenses and excul pation of present and former directors and officers of AmpliPhi set forth in AmpliPhi’sarticles
of incorporation and bylaws will not be amended, repealed or otherwise modified for a period of six years from the
effective time in any manner that would adversely affect the rights of individuals who, at the effective time, were
officers or directors of AmpliPhi. After the closing of the Merger, the articles of incorporation and bylaws of C3J
will contain provisions at least as favorable as the provisions relating to the indemnification, advancement of
expenses and exculpation of present and former directors and officers presently set forth in AmpliPhi’ s articles of
incorporation and bylaws.

Prior to the effective time of the Merger, AmpliPhi has agreed to secure and prepay, at C3J s expense, asix
year “tail policy” on AmpliPhi’s existing directors’ and officers’ liability insurance policy.

Structure

Under the Merger Agreement, Merger Sub, awholly owned subsidiary of AmpliPhi formed in connection
with the merger, will merge with and into C3J, with C3J surviving as awholly owned subsidiary of AmpliPhi.

After completion of the Merger, AmpliPhi will be renamed “ Armata Pharmaceuticals, Inc.” and expectsto
trade on the NY SE American under the symbol “ARMP.”
Merger Consideration and Exchange Ratio

For adiscussion of Merger consideration and the Exchange Ratio, please see the section titled “The Merger
Agreement — Merger Consideration and Exchange Ratio” beginning on page 87.
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Effective Time of the Merger

The Merger Agreement requires the parties to consummate the Merger after al of the conditions to the
consummation of the Merger contained in the Merger Agreement are satisfied or waived, including the adoption
of the Merger Agreement by the shareholders of C3J and the approval by the AmpliPhi shareholders of the
issuance of AmpliPhi common stock in the Merger and the Financing, the amendment of AmpliPhi’s amended and
restated articles of incorporation to effect a Reverse Split and the amendment to the amended and restated articles
of incorporation of AmpliPhi effecting the name change from “ AmpliPhi Biosciences Corporation” to “ Armata
Pharmaceuticals, Inc.” and the Merger-related compensation for AmpliPhi’ s named executive officer. The Merger
will become effective upon thefiling of acertificate of Merger with the Secretary of State of the State of
Washington or at such later time asis agreed by AmpliPhi and C3J and specified in the certificate of Merger.
Neither AmpliPhi nor C3J can predict the exact timing of the consummation of the Merger.

Regulatory Approvals

AmpliPhi must comply with applicable federal and state securities laws and the rules and regulations of the
NY SE American in connection with the issuance of shares of AmpliPhi common stock and thefiling of this proxy
statement with the SEC. AmpliPhi does not intend to seek any regulatory approval to consummate the
transactions.

Certain Material U.S. Federal Income Tax Consequences of the Mer ger

Regardless of whether the Merger will be treated for U.S. federal income tax purposes as a reorganization
within the meaning of Section 368(a) of the Code, the Merger will not result in any taxable gain or lossfor U.S.
federal income tax purposes to C3J, AmpliPhi or any AmpliPhi stockholder in hisor her capacity asan AmpliPhi
stockholder. AmpliPhi stockholders who are also stockholders of C3J, if any, should consult their own tax
advisors as to the tax consequences to them of participating in the Merger with respect to their C3J stock.

The foregoing discussion isfor general information purposes only and is not intended to be a complete
analysis or description of all potential U.S. federal income tax consequences of the Merger. In addition, the
discussion does not address tax consequences which may vary with, or are contingent on, your individual
circumstances. Moreover, the discussion does not address any non-income tax or any foreign, state or local tax
consequences of the Merger. Accordingly, you are strongly encouraged to consult with your own tax advisor as
to the tax consequences of the Merger in your particular circumstances, including the applicability and effect of
the alternative minimum tax and any state, local or foreign and other tax laws and of changesin those laws.

NY SE American Stock Market Listing

AmpliPhi common stock currently islisted on the NY SE American under the symbol “APHB.” AmpliPhi has
agreed to use its reasonabl e best efforts to maintain its existing listing on the NY SE American, and to obtain
approval for listing on the NY SE American of the shares of AmpliPhi common stock that C3J shareholders will be
entitled to receive pursuant to the Merger. In addition, under the Merger Agreement, each party’s obligation to
complete the Merger is subject to the satisfaction or waiver by each of the parties, at or prior to the Merger, of
various conditions, including that the existing shares of AmpliPhi common stock must have been continually
listed on the NY SE American, and AmpliPhi must have caused the shares of AmpliPhi common stock to beissued
in the Merger to be approved for listing on the NY SE American as of the closing of the Merger.

Prior to consummation of the Merger, AmpliPhi intendsto filean initial listing application with the NY SE
American pursuant to NY SE American “change of control” rules. If such application is accepted, AmpliPhi
anticipates that its common stock will be listed on the NY SE American following the closing of the Merger under
the trading symbol “ARMP.”

Anticipated Accounting Treatment

The Merger will be treated by AmpliPhi as areverse Merger under the acquisition method of accounting in
accordance with accounting principles generally accepted in the United States. For
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accounting purposes, C3Jis considered to be acquiring AmpliPhi in this transaction. The transaction will be
accounted for under the acquisition method of accounting under existing U.S. generally accepted accounting
principles, or GAAP. Under the acquisition method of accounting, management of AmpliPhi and C3Jhave made a
preliminary estimated purchase price calcul ated as described in Note 2 to the unaudited pro forma combined
financial statements. The net tangible and intangible assets acquired and liabilities assumed in connection with
the transaction are at their estimated acquisition date fair values. The acquisition method of accounting is
dependent upon certain valuations and other studies that have yet to commence or progress to a stage where
there is sufficient information for a definitive measurement. A final determination of these estimated fair values,
which cannot be made prior to the completion of the transaction, will be based on the actual net tangible and
intangible assets of AmpliPhi that exist as of the date of completion of the transaction.

Dissenters’ Rights

Under the Revised Code of Washington (“RCW?"), shareholders of AmpliPhi are not entitled to assert
dissenters' rights as aresult of the proposed Merger.

C3J shareholders are entitled to assert dissenters’ rights in connection with the Merger under Chapter 23B.13
of the RCW.

86




TABLE OF CONTENTS

THE MERGER AGREEMENT

Thefollowing is a summary of the material terms of the Merger Agreement. A copy of the Merger Agreement
is attached as Appendix A to this proxy statement and isincorporated by reference. The Merger Agreement has
been attached to this proxy statement to provide you with information regarding itsterms. It is not intended to
provide any other factual information about AmpliPhi, C3J or Merger Sub. The following description does not
purport to be complete and is qualified inits entirety by reference to the Merger Agreement. You should refer to
the full text of the Merger Agreement for details of the Merger and the terms and conditions of the Merger
Agreement.

The Merger Agreement contains representations and warranties that AmpliPhi and Merger Sub, on the one
hand, and C3J, on the other hand, have made to one another as of specific dates. These representations and
warranties have been made for the benefit of the other partiesto the Merger Agreement and may be intended not
as statements of fact but rather as away of allocating the risk to one of the partiesif such statements made in the
representations and warranties prove to be incorrect. In addition, the assertions made in the representations and
warranties are qualified by the information in confidential disclosure schedules exchanged by the partiesin
connection with the signing of the Merger Agreement. While AmpliPhi and C3J do not believe that these
disclosure schedules contain information required to be publicly disclosed under the applicable securities laws,
other than information that has already been so disclosed, the disclosure schedul es do contain information that
modifies, qualifies and creates exceptions to the representations and warranties set forth in the Merger
Agreement. Accordingly, you should not rely on the representations and warranties as current characterizations
of factual information about AmpliPhi, C3J or Merger Sub, because they were made as of specific dates, may be
intended merely as arisk allocation mechanism between AmpliPhi and Merger Sub on the one hand, and C3Jon
the other hand, and are modified by the disclosure schedul es.

Structure

Under the Merger Agreement, Merger Sub, awholly owned subsidiary of AmpliPhi formed in connection
with the Merger, will merge with and into C3J, with C3J surviving as awholly owned subsidiary of AmpliPhi.

Completion and Effectiveness of the M erger

The Merger will be completed as promptly as practicable after all of the conditions to completion of the
Merger are satisfied or waived, including the approval of the shareholders of AmpliPhi and C3J. The approval of
the C3J shareholders was obtained following the execution of the Merger Agreement. The Merger is anticipated to
occur after the Special Meeting. However, AmpliPhi and C3J cannot predict the exact timing of the completion of
the Merger becauseit is subject to various conditions.

Merger Consideration and Exchange Ratio

At the effective time of the Merger, each share of C3J common stock outstanding immediately prior to the
effective time (excluding any (i) properly dissenting shares of C3J common stock or (ii) shares of C3J common
stock held as treasury stock or by C3J, Merger Sub, or any C3J subsidiary, which will be canceled without
consideration) will be automatically converted solely into the right to receive anumber of shares of AmpliPhi
common stock equal to the Exchange Ratio.

No fractional shares of AmpliPhi common stock will be issued in connection with the Merger. Instead, each
C3J shareholder who otherwise would be entitled to receive afractional share of AmpliPhi common stock (after
aggregating all fractional shares of AmpliPhi common stock issuable to such holder) will be entitled to receive an
amount in cash, without interest, determined by multiplying such fraction by the volume-weighted average closing
trading price of ashare of AmpliPhi common stock on the NY SE American for the five trading days ending five
trading days immediately prior to the date upon which the Merger becomes effective.

The Exchange Ratio is cal culated using aformulaintended to allocate (without taking into account the
Financing) to the former C3J securityholders approximately 70% of the aggregate number of shares of AmpliPhi
common stock, and to the securityholders of AmpliPhi as of immediately prior to the Merger
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approximately 30% of the aggregate number of shares of AmpliPhi common stock (on afully diluted basis but
using the treasury stock method and in each case excluding out of the money options and warrants). The
approximate post-closing ownership percentages in this paragraph were cal culated without giving effect to the
Financing.

The Exchange Ratio formulais the quotient obtained by dividing the number (without taking into account the
Financing) of C3J Merger Shares (as defined below) by the C3J Outstanding Shares (as defined below), where:

¢ “C3JMerger Shares’ meansthe product determined by multiplying (i) the Post-Closing AmpliPhi Shares
by (ii) the C3J Allocation Fraction.

¢ “C3JOutstanding Shares” means the total number of shares of C3J common stock outstanding
immediately prior to the effective time of the Merger (expressed on afully-diluted and as-converted
basis, calculated based on the treasury stock method and assuming, without limitation or duplication,
(i) the exercise of al outstanding C3J options and (ii) the issuance of shares of C3J common stock in
respect of all other outstanding rights to receive such shares (but excluding any shares reserved for
issuance other than with respect to outstanding C3J options and C3J RSAs under the C3J stock plans).
For the avoidance of doubt, no out of the money C3J options are included in the total number of C3J
Outstanding Shares.

*  “Post-Closing AmpliPhi Shares’ means the quotient determined by dividing (i) the AmpliPhi
Outstanding Shares by (ii) the AmpliPhi Allocation Fraction.

o “AmpliPhi Outstanding Shares’ means the total number of shares of AmpliPhi Common Stock
outstanding immediately prior to the effective time of the Merger (expressed on afully-diluted basis and
using the treasury stock method, but assuming the issuance of shares of AmpliPhi common stock in
respect of all AmpliPhi options, AmpliPhi warrants and other outstanding rights to receive such shares
(assuming cashless exercise using the AmpliPhi Closing Price), (but excluding any shares of AmpliPhi
common stock reserved for issuance other than with respect to outstanding AmpliPhi options and
AmpliPhi warrants). For the avoidance of doubt, no out of the money AmpliPhi options or AmpliPhi
warrants shall be included in the total number AmpliPhi Outstanding Shares.

o “C3JAllocation Fraction” the quotient (rounded to two decimal places) determined by dividing (i) the
C3JVauation by (ii) the Aggregate Vauation.

o “AmpliPhi Allocation Fraction” means the quotient (rounded to two decimal places) determined by
dividing (i) the AmpliPhi Valuation by (ii) the Aggregate Vauation.

. “Aggregate Valuation” means the sum of (a) the C3J Valuation, plus (b) the AmpliPhi Valuation.
. “C3JValuation” means $28,000,000.

o “AmpliPhi Vauation” means $12,000,000, which isa 70% premium to the 30-day volume-weighted
average share price of AmpliPhi on the date of execution of the Merger Agreement.

Treatment of C3J Stock Optionsand RSAs

Under the terms of the Merger Agreement, each C3J Stock Option under the C3J Stock Plansthat is
outstanding and unexercised immediately prior to the effective time of the Merger, whether or not vested, will be
converted into an option to purchase shares of AmpliPhi common stock, and AmpliPhi will assume the C3J Stock
Plans and each outstanding C3J Stock Option in accordance with itsterms. Accordingly, from and after the
effectivetime: (i) each C3J Stock Option assumed by AmpliPhi may be exercised solely for shares of AmpliPhi
common stock; (ii) the number of shares of AmpliPhi common stock subject to each C3J Stock Option assumed by
AmpliPhi will be determined by multiplying (A) the number of shares of C3J common stock that were subject to
such C3J Stock Option, asin effect immediately prior to the effective time, by (B) the Exchange Ratio, and
rounding the resulting number down to the nearest whole number of shares of AmpliPhi common stock; (iii) the
per share exercise price for the AmpliPhi common stock issuable upon exercise of each C3J Stock Option assumed
by AmpliPhi will be determined by
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dividing (A) the per share exercise price of the C3J common stock subject to such C3J Stock Option, asin effect
immediately prior to the effective time, by (B) the Exchange Ratio and rounding the resulting exercise price up to
the nearest whole cent; and (iv) any restriction on the exercise of any C3J Stock Option assumed by AmpliPhi will
continue in full force and effect and the term, exercisability, vesting schedule and other provisions of such C3J
Stock Option will otherwise remain unchanged, except that: (A) AmpliPhi may amend the terms of the C3J Stock
Option and the C3J Stock Plansto reflect AmpliPhi’ s substitution of the C3J Stock Options with optionsto
purchase AmpliPhi common stock; and (B) the AmpliPhi board of directorswill succeed to the authority and
responsibility of C3J sboard of directors with respect to each C3J Stock Option assumed by AmpliPhi.

AmpliPhi will filewith the SEC, promptly, but no later than thirty calendar days after the effective time of the
Merger, aregistration statement on Form S-8, if available for use by AmpliPhi, relating to the shares of AmpliPhi
common stock issuable with respect to the C3J Stock Options assumed by AmpliPhi in accordance with the
Merger Agreement.

Each C3J RSA that is outstanding immediately prior to the effective time of the Merger will be assumed by
AmpliPhi and converted into restricted stock awards with respect to AmpliPhi common stock, and AmpliPhi will
assume the applicable restricted stock agreements and each such C3J RSA in accordance with itsterms. All rights
with respect to C3J common stock under the C3J RSAs assumed by AmpliPhi will be converted into rights with
respect to AmpliPhi common stock. Accordingly, from and after the effective time: (i) each C3J RSA assumed by
AmpliPhi will relate to shares of AmpliPhi common stock; (i) the number of shares of AmpliPhi common stock
subject to each C3J RSA assumed by AmpliPhi will be determined by multiplying (A) the number of shares of C3J
common stock that were subject to such C3JRSA, asin effect immediately prior to the effective time, by (B) the
Exchange Ratio and rounding the resulting number down to the nearest whole number of shares of AmpliPhi
common stock; and (iii) any restriction on any C3J RSA assumed by AmpliPhi will continuein full force and effect
and the vesting schedule and other provisions of such C3J RSA will otherwise remain unchanged, subject to
certain exceptions.

Employee Benefit Matters

Under the terms of the Merger Agreement, for purposes of vesting, eligibility to participate, and level of
benefits under the employee benefit plans, programs, contracts or arrangements of AmpliPhi or any of its
subsidiaries (including, following the closing of the Merger, C3J and its subsidiary), each employee who
continues to be employed by AmpliPhi, C3J or any of their respective subsidiaries immediately following the
closing will be credited with his or her years of service with AmpliPhi, C3J or any of their respective subsidiaries
and their respective predecessors.

Directorsand Officersof AmpliPhi Following the Mer ger

The Merger Agreement provides that the parties will use reasonable best efforts and take all necessary
action so that immediately after the effective time of the Merger, the AmpliPhi board of directorsis comprised of
seven members, with two such members designated by AmpliPhi and five such members designated by C3J.

The Merger Agreement also provides that, immediately after the effective time of the Merger, AmpliPhi will
appoint Todd Patrick as Chief Executive Officer, Brian Varnum, Ph.D. as President and Chief Development Officer,
Steve Martin as Chief Financia Officer, and Duane Morris as Vice President of Operations. If any of the officer
appointeesis unable or unwilling to serve as an officer of AmpliPhi as of the effective time, the parties will
mutually agree upon a Successor.

Amendment to the Articles of Incorporation of AmpliPhi

AmpliPhi agreed to amend its articles of incorporation to (i) change the name from “ AmpliPhi Biosciences
Corporation” to aname to be determined in good faith by the parties (as discussed el sewhere in this proxy
statement, “ Armata Pharmaceuticals, Inc.” has been agreed to by the parties), (ii) subject to shareholder approval,
effect the Reverse Split and (iii) make such other changes as are mutually agreeable to the parties.
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Conditionsto the Completion of the Merger

The obligations of each party to consummate the Merger and the other transactions contemplated by the
Merger Agreement are subject to the satisfaction or, to the extent permitted by applicable law, the written waiver
by each of the parties, at or prior to the closing of the Merger, of the following conditions:

No temporary restraining order, preliminary or permanent injunction or other order preventing the
consummation of the Merger, the Financing, the Reverse Split and the other transactions and actions
contemplated by the Merger Agreement (collectively, the “ Contemplated Transactions”) shall have
been issued by any court of competent jurisdiction or other governmental body of competent
jurisdiction and remain in effect, and no law shall have made the consummation of the Contemplated
Transactionsillegal.

The AmpliPhi shareholders must approve the business combination pursuant to the Merger and the
issuance of AmpliPhi common stock at the effective time of the Merger, as contemplated by the Merger
Agreement, the issuance of shares of AmpliPhi common stock in the Financing, and the amendment to
AmpliPhi’s articles of incorporation to effect the Reverse Split, and the C3J sharehol ders must adopt
and approve the Merger Agreement and the Contemplated Transactions.

No pending legal proceeding shall have been initiated by any governmental body: (a) challenging or
seeking to restrain or prohibit the consummation of the Contemplated Transactions; (b) seeking to
prohibit or limit in any material and adverse respect a party’ s ability to vote, transfer, receive dividends
with respect to or otherwise exercise ownership rights with respect to the AmpliPhi common stock;

(c) that would materially and adversely affect theright or ability of AmpliPhi or C3Jto own the assets or
operate the business of AmpliPhi or C3J, in each case, in the respective manner such ownership or
operations are conducted immediately prior to the closing of the Merger Agreement; or (d) seeking to
compel AmpliPhi or C3J (or any of their respective subsidiaries) to dispose of or hold separate any
material assets asaresult of the Contemplated Transactions.

The shares of AmpliPhi common stock to be issued pursuant to the Merger Agreement must be
approved for listing (subject to official notice of issuance) on the NY SE American prior to the closing of
the Merger.

The representations and warranties of C3J set forth in the Merger Agreement under Sections 2.1 (Due
Organization; Subsidiaries), 2.3 (Authority; Binding Nature of Agreement), 2.4 (Vote Required), 2.6(a)
and (c) (Capitalization) and 2.20 (No Financial Advisors) must be true and correct on and as of the
closing date of the Merger with the same force and effect asif made on and as of such date (except to
the extent such representations and warranties are specifically made as of aparticular date, in which
case such representations and warranties must be true and correct as of such date). The other
representations and warranties of C3J contained in the Merger Agreement must be true and correct on
and as of the closing date of the Merger with the same force and effect asif made on such date except
(a) in each case, or in the aggregate, where the failure to be true and correct would not reasonably be
expected to have a Company Material Adverse Effect (as defined below) (without giving effect to any
reference therein to any Company Material Adverse Effect or other materiality qualifications), or (b) for
those representations and warranti es which address matters only as of a particular date (which
representations will be true and correct, subject to the qualifications as set forth in the preceding clause
(a), as of such particular date).

The representations and warranties of AmpliPhi and Merger Sub set out in the Merger Agreement under
Sections 3.1(a) (Due Organization; Subsidiaries), 3.3 (Authority; Binding Nature of Agreement), 3.4
(Vote Required), 3.6(a), (b) and (c) (Capitalization) and 3.21 (No Financial Advisors) must be true and
correct on and as of the closing date of the Merger with the same force and effect asif made on and as
of such date (except to the extent such representations and warranties are specifically made as of a
particular date, in which case such representations and warranties must be true and correct as of such
date) other than, with respect to the representations and warranties set forth in Section 3.6
(Capitalization) of the Merger Agreement, for inaccuracies that are de minimisin nature and amount as
of such date (for the
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avoidance of doubt, only amounts that are less than $100,000 in the aggregate shall be deemed de
minimis). The other representations and warranties of AmpliPhi and Merger Sub contained in the
Merger Agreement must be true and correct as of the date of the Merger Agreement on and as of the
closing date of the Merger with the same force and effect as if made on such date except (a) in each
case, or in the aggregate, where the failure to be true and correct would not reasonably be expected to
have a Parent Material Adverse Effect (as defined below) (without giving effect to any reference therein
to any Parent Material Adverse Effect or other materiality qualifications), or (b) for those
representations and warranties which address matters only as of a particular date (which
representations will have been true and correct, subject to the qualifications as set forth in the
preceding clause (a), as of such particular date).

C3J, AmpliPhi and Merger Sub each must materially perform and comply with all agreements and
covenants required to be performed or complied with by it under the Merger Agreement at or prior to
the effective time of the Merger.

AmpliPhi must receive (i) acertificate executed by the Chief Executive Officer or Chief Financial Officer
of C3Jcertifying (x) that certain conditions of the Merger Agreement have been duly satisfied and

(y) that the information set forth in an allocation certificate delivered by C3Jrelated to C3J' s
capitalization istrue and accurate in all respects as of the closing date of the Merger; (ii) awritten
resignation, dated as of the closing date of the Merger and effective as of the closing, executed by each
of the required officers and directors of C3J; and (iii) acertificate signed by the Chief Financial Officer of
C3Jrelated to C3J s capitalization.

AmpliPhi must receive (i) an original signed statement from C3J that C3Jis not, and has not been at any
time during the applicable period specified in Section 897(c)(1)(A)(ii) of the Internal Revenue Code of
1986, as amended, a“ United Statesreal property holding corporation,” as defined in Section 897(c)(2) of
the Internal Revenue Code of 1986, as amended, conforming to the requirements of Treasury
Regulations Section 1.1445-2(c)(3) and 1.897-2(h), and (ii) an original signed notice to be delivered to the
Internal Revenue Service in accordance with the provisions of Treasury Regulations Section 1.897-2(h)
(2), together with written authorization for AmpliPhi to deliver such notice to the Internal Revenue
Service on behalf of C3Jfollowing the closing of the Merger, each dated as of the closing date of the
Merger, duly executed by an authorized officer of C3J.

C3Jmust receive (i) acertificate executed by the Chief Executive Officer or Chief Financial Officer of
AmpliPhi confirming that certain conditions of the Merger Agreement have been duly satisfied; (ii) a
written resignation, dated as of the closing date of the Merger and effective as of the closing, executed
by each of the officers and directors of AmpliPhi who will not continue as officers or directors of
AmpliPhi after the closing of the Merger; and (iii) a certificate signed by the Chief Financial Officer of
AmpliPhi related to AmpliPhi’ s capitalization.

Neither a Company Material Adverse Effect nor a Parent Material Adverse Effect shall have occurred
after the date of the Merger Agreement.

The C3J sinvestor agreements shall have been terminated.

AmpliPhi must receive duly executed copies of the C3Jlock-up agreements, each of which must bein
full force and effect.

There may not be ten or more shareholders of C3Jwho have not executed an Investor Questionnaire
certifying that such shareholder is an “accredited investor” pursuant to Regulation D under the
Securities Act.

The Stock Purchase Agreement will bein full force and effect and the proceeds to be received in the
Financing will be no less than $10.0 million.

The Company Shareholder Written Consent must be executed by each required shareholder and must
beinfull force and effect.

No more than ten percent of C3J common stock may be dissenting shares.
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A “Company Material Adverse Effect” means any effect, change, event, circumstance, or development that,
considered together with all other effects, changes, events, circumstances, or devel opments that have occurred
prior to the date of determination of the occurrence of a Company Material Adverse Effect, has or would
reasonably be expected to have amaterial adverse effect on the business, condition (financial or otherwise),
assets, liabilities or results of operations of C3J or its subsidiary, taken as awhole; except that effects, changes,
events, circumstances, or developments arising or resulting from the following shall not be taken into account in
determining whether there has been a Company Material Adverse Effect: (a) general business or economic
conditions affecting the industry in which C3Jand its subsidiary operate, (b) acts of war, armed hostilities or
terrorism, (c) changesin financial, banking or securities markets, (d) any changein, or any compliance with or
action taken for the purpose of complying with, any law or GAAP (or interpretations of any law or GAAP) or
(e) the taking of any action required to be taken by the Merger Agreement; except in each case with respect to
clauses (@) through (d), to the extent disproportionately affecting C3J and its subsidiary, taken asawhole, relative
to other similarly situated companiesin the industriesin which C3J and its subsidiary operate.

A “Parent Material Adverse Effect” means any effect, change, event, circumstance, or development that,
considered together with all other effects, changes, events, circumstances, or devel opments that have occurred
prior to the date of determination of the occurrence of a Parent Material Adverse Effect, has or would reasonably
be expected to have a material adverse effect on the business, condition (financial or otherwise), assets, liabilities
or results of operations of AmpliPhi; except that effects, changes, events, circumstances, or developments arising
or resulting from the following shall not be taken into account in determining whether there has been a Parent
Material Adverse Effect: (a) general business or economic conditions affecting the industry in which AmpliPhi
operates, (b) acts of war, armed hostilities or terrorism, (c) changesin financial, banking or securities markets,

(d) the taking of any action required to be taken by the Merger Agreement, (€) any changein the stock price or
trading volume of AmpliPhi common stock (it being understood, however, that any effect causing or contributing
to any change in stock price or trading volume of AmpliPhi common stock may be taken into account in
determining whether a Parent Material Adverse Effect has occurred, unless such effects are otherwise excepted
from this definition), (f) the failure of AmpliPhi to meet analysts' expectations or projections; (g) any clinical trial
programs or studies, including any adverse data, event or outcome arising out of or related to any such programs
or studies (h) any change in, or any compliance with or action taken for the purpose of complying with, any law or
GAAP (or interpretations of any law or GAAP) or (i) resulting from the announcement of the Merger Agreement or
the pendency of the transactions contemplated by the Merger Agreement except in each case with respect to
clauses (a) through (c), to the extent disproportionately affecting AmpliPhi relative to other similarly situated
companiesin the industries in which AmpliPhi operates.

Representationsand Warranties

The Merger Agreement contains customary representations and warranties of the parties. C3J represents and
warrantsto the following matters:

. Due Organization; Subsidiaries

*  Organizationa Documents

*  Authority; Binding Nature of Agreement
*  Vote Required

+  Non-Contravention; Consents

+  Capitalization

. Financial Statements

*  Absence of Changes

*  Absence of Undisclosed Liabilities
+ Titleto Assets

. Real Property; Leasehold
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. Intellectual Property

. Agreements, Contracts and Commitments
*  Compliance; Permits; Restrictions

. Legal Proceedings; Orders

. Tax Matters

+  Employee and Labor Matters; Benefit Plans
«  Environmental Matters

. Insurance

+  NoFinancial Advisors

¢ Transactionswith Affiliates

o  Anti-Bribery

AmpliPhi and Merger Sub, jointly and severally, represent and warrant to the following matters:
*  DueOrganization; Subsidiaries

*  Organizationa Documents

*  Authority; Binding Nature of Agreement
*  Vote Required

. Non-Contravention; Consents

*  Capitalization

¢ SECFilings; Financial Statements

*  Absence of Changes

*  Absence of Undisclosed Liabilities

+ Titleto Assets

. Real Property; Leasehold

. Intellectual Property

. Agreements, Contracts and Commitments
¢ Compliance; Permits

+  Legal Proceedings; Orders

. Tax Matters

. Employee and Labor Matters; Benefit Plans
*  Environmenta Matters

+  Transactionswith Affiliates

. Insurance

+  NoFinancial Advisors

*  Anti-Bribery

*  Valid Issuance of Shares

. Opinion of Financial Advisor
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The representations and warranties of C3J, AmpliPhi and Merger Sub contained in the Merger Agreement or
any certificate or instrument delivered pursuant to the Merger Agreement will terminate at the effective time of the
Merger, and only the covenantsthat by their terms survive the effective time and certain miscellaneous provisions
of the Merger Agreement will survive the effectivetime.

Non-Solicitation

Both AmpliPhi and C3J are prohibited by the terms of the Merger Agreement from (i) soliciting, initiating,
responding to or taking any action to or knowingly encouraging, inducing or facilitating the communication,
making, submission or announcement of any acquisition proposal or acquisition inquiry or taking any action that
could reasonably be expected to lead to an acquisition proposal or acquisition inquiry; (ii) furnishing any non-
public information to any person in connection with or in response to an acquisition proposal or acquisition
inquiry; (iii) engaging in discussions or negotiations with any person with respect to any acquisition proposal or
acquisition inquiry; (iv) approving, endorsing or recommending any acquisition proposal; (v) executing or
entering into any letter of intent or any contract contemplating or otherwise relating to any acquisition
transaction; or (vi) publicly proposing to do any of the foregoing.

Pursuant to the terms of the Merger Agreement, each of AmpliPhi and C3Jwill immediately cease any existing
discussions, negotiations and communications with any person relating to any acquisition proposal or acquisition
inquiry as of the date of the Merger Agreement and request the destruction or return of any of such party’s(or its
subsidiary’s) nonpublic information.

Subject to certain restrictions and prior to obtaining the AmpliPhi shareholder vote, AmpliPhi may, however,
provide non-public information to, and enter into discussions or negotiations with, any person that has made (and
not withdrawn) a bona fide written acquisition proposal, which the board of directors of AmpliPhi determinesin
good faith, after consultation with AmpliPhi’s outside financial advisors and outside legal counsel, constitutes, or
would be reasonably likely to result in, asuperior offer if: (A) neither AmpliPhi nor its representatives have
breached the non-solicitation restrictions in the Merger Agreement in any material respect, (B) AmpliPhi’s board
of directors concludes in good faith based on the advice of outside legal counsel, that the failure to take such
action would be reasonably likely to be inconsistent with the fiduciary duties of its board of directors under
applicable law; (C) AmpliPhi receives from such person an executed confidentiality agreement containing
provisions at least as favorable to such party asthose contained in the Mutual Non-Disclosure Agreement dated
as of October 8, 2018, between AmpliPhi and C3J; (D) at |east two business days prior to furnishing any such non-
public information to, or entering into discussions with, such person, AmpliPhi givesthe other party written
notice of the identity of such person and of AmpliPhi’ sintention to furnish non-public information to, or enter
into discussions with, such person; and (E) substantially contemporaneously with furnishing any such nonpublic
information to such person, AmpliPhi furnishes such nonpublic information to C3J.

If AmpliPhi or C3J, or any of their respective representatives, receives an acquisition proposal or acquisition
inquiry prior to the closing of the Merger, then such party will (within one business day) advise the other party
orally and in writing of such acquisition proposal or acquisition inquiry (including the identity of the person
making such acquisition proposal or acquisition inquiry, and the material terms of the acquisition proposal or
acquisition inquiry).

An acquisition proposal means, with respect to a party, any offer or proposal, whether written or oral (other
than an offer or proposal made between the parties) contemplating or otherwise relating to any acquisition
transaction with such party.

An acquisition inquiry means, with respect to aparty, an inquiry, indication of interest or request for
information (other than an inquiry, indication of interest or request for information made between the parties) with
respect to or that isreasonably likely to lead to an acquisition proposal.
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An acquisition transaction means any transaction or series of related transactions involving:

¢ any merger, consolidation, amalgamation, share exchange, business combination, issuance of securities,
acquisition of securities, reorganization, recapitalization, tender offer, exchange offer or other similar
transaction: (i) in which a party isaconstituent entity; (ii) in which aperson or “group” (asdefined in
the Securities Exchange Act of 1934 and its rules) of personsdirectly or indirectly acquires beneficial or
record ownership of securities representing more than 20% of the outstanding securities of any class of
voting securities of aparty or any of itssubsidiaries; or (iii) in which aparty or any of its subsidiaries
issues securities representing more than 20% of the outstanding securities of any class of voting
securities of such party or any of its subsidiaries; except, that in the case of AmpliPhi, the Financing will
not be an “acquisition transaction”; or

. any sale, lease, exchange, transfer, license, acquisition or disposition of any business or businesses or
assets that constitute or account for 20% or more of the consolidated book value or the fair market value
of the assets of aparty and its subsidiaries, taken as awhole.

A superior offer means an unsolicited bona fide written acquisition proposal (with all referencesto 20% in the
definition of acquisition transaction being treated as references to greater than 80% for these purposes) that:
(a) was not obtained or made as adirect or indirect result of a breach of the Merger Agreement; and (b) ison terms
and conditionsthat such party’ s board of directors determinesin good faith, based on such mattersthat it deems
relevant (including the likelihood of the consummation of the transaction), aswell as any written offer by the other
party to the Merger Agreement to amend the terms of the Merger Agreement, and following consultation with its
outside legal counsel and outside financial advisors, if any, are more favorable, from afinancia point of view, to
such party’ s shareholders than the terms of the Contemplated Transactions.

AmpliPhi Special Meeting

Pursuant to the Merger Agreement, as promptly as reasonably practicable after the resolution of SEC staff
comments, if any, and thefiling of the definitive proxy statement on Schedule 14A, AmpliPhi will take all action
necessary under applicable law to call, give notice of and hold a special meeting of the holders of AmpliPhi
common stock to vote on: (i) the amendment of AmpliPhi’s articles of incorporation to effect the Reverse Split; (ii)
the Merger; (iii) the issuance of shares of AmpliPhi common stock in the Financing; (iv) the amendment to the
AmpliPhi 2016 Equity Incentive Plan to increase the shares available for issuance under the plan by 13,822,963 (the
matters contemplated by clauses (i) through (iv) are collectively referred to as the “ AmpliPhi Shareholder Matters”
and the matters contemplated by clauses (i) through (iii) are collectively referred to as the “ AmpliPhi Required
Shareholder Matters”). AmpliPhi will take reasonable measures to ensure that all proxies solicited in connection
with the special meeting are solicited in compliance with al applicable law. If, on or before the date of the special
meeting, AmpliPhi reasonably believesthat it (i) will not receive proxies sufficient to obtain the required approvals
or (ii) will not have sufficient shares of AmpliPhi common stock represented to constitute a quorum necessary to
conduct the business of the special meeting, AmpliPhi may postpone or adjourn, or make one or more successive
postponements or adjournments of, the special meeting by up to 60 calendar days.

AmpliPhi agreed that, subject to certain exceptionsin the Merger Agreement: (i) the AmpliPhi board of
directorswill recommend that the holders of AmpliPhi common stock vote to approve the AmpliPhi Shareholder
Matters; (ii) this proxy statement would include a statement to the effect that the AmpliPhi board of directors
recommends that AmpliPhi’ s shareholders vote to approve the AmpliPhi Shareholder Matters (the “ AmpliPhi
Board Recommendation”); and (iii) the AmpliPhi Board Recommendation would not be withheld, amended,
withdrawn or modified (and the AmpliPhi board of directors would not publicly propose to withhold, amend,
withdraw or modify the Parent Board Recommendation) in a manner adverse to C3J (the actions set forth in the
foregoing clause (iii), collectively, an “ AmpliPhi Board Recommendation Change”).

The terms of the Merger Agreement provide that, if at any time prior to the approval of the AmpliPhi
Required Shareholder Matters, AmpliPhi receives awritten acquisition proposal (which did not arise out of a
material breach of the Merger Agreement) from any person that has not been withdrawn and after consultation
with outside legal counsel, the AmpliPhi board of directors has determined, in good faith, that
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such acquisition proposal is a superior offer, (x) the AmpliPhi board of directors may make an AmpliPhi Board
Recommendation Change or (y) AmpliPhi may terminate the Merger Agreement to enter into an alternative
agreement with respect to such superior offer, if and only if: (A) the AmpliPhi board of directors determinesin
good faith, after consultation with outside legal counsel, that the failure to do so isreasonably likely to be
inconsistent with the fiduciary duties of the AmpliPhi board of directors to the shareholders of AmpliPhi under
applicable law; (B) AmpliPhi has given C3J prior written notice of itsintention to make the AmpliPhi Board
Recommendation Change or terminate the Merger Agreement at |east five business days prior to making the
AmpliPhi Board Recommendation Change or terminating the Merger Agreement (a“ Determination Notice”) (which
notice will not constitute an AmpliPhi Board Recommendation Change); and (C) (1) AmpliPhi has provided to C3J
asummary of the material terms and conditions of the acquisition proposal, (2) AmpliPhi has given C3Jfive
business days after the Determination Notice to propose revisions to the terms of the Merger Agreement or make
another proposal so that such Determination Notice would no longer necessitate an AmpliPhi Board
Recommendation Change and has made its representatives reasonably available to negotiate in good faith with
C3J(to the extent C3J desires to negotiate) with respect to such proposed revisions or other proposal, if any, and
(3) after considering the results of any such negotiations and giving effect to the proposals made by C3J, if any,
after consultation with outside legal counsel, the AmpliPhi board of directors has determined, in good faith, that
such acquisition proposal is a superior offer and that the failure to make the AmpliPhi Board Recommendation
Change or terminate the Merger Agreement is reasonably likely to be inconsistent with the fiduciary duties of the
AmpliPhi board of directorsto the AmpliPhi shareholders under applicable law. For the avoidance of doubt, this
provision of the Merger Agreement will also apply to any material change to the facts and circumstances relating
to such acquisition proposal and a new Determination Notice will be required following any such material change,
except that the references to five business days will be deemed to be three business days.

The terms of the Merger Agreement also provide that, other than in connection with an acquisition proposal,
the AmpliPhi board of directors may make an AmpliPhi Board Recommendation Change in response to a material
development or change in circumstances (other than an acquisition proposal) that affects the business, assets or
operations of AmpliPhi that occurs or arises after the date of the Merger Agreement (an “AmpliPhi Changein
Circumstance”), if and only if: (A) the AmpliPhi board of directors determinesin good faith, after consultation with
outside legal counsel, that the failure to do so could be inconsistent with the fiduciary duties of the AmpliPhi
board of directorsto AmpliPhi’s shareholders under applicable law; (B) AmpliPhi has given C3J a Determination
Notice at least three business days prior to making any such AmpliPhi Board Recommendation Change; and (C)
(1) AmpliPhi has specified the AmpliPhi Changein Circumstance in reasonable detail, (2) AmpliPhi has given C3J
three business days after the Determination Notice to propose revisions to the terms of the Merger Agreement or
make another proposal, and will have made its representatives reasonably available to negotiate in good faith with
C3J(to the extent C3J desires to do so) with respect to such proposed revisions or other proposal, if any, and
(3) after considering the results of any such negotiations and giving effect to the proposals made by C3J, if any,
after consultation with outside legal counsel, the AmpliPhi board of directors has determined, in good faith, that
the failure to make the AmpliPhi Board Recommendation Change in response to such AmpliPhi Changein
Circumstance could be inconsistent with the fiduciary duties of the AmpliPhi board of directorsto AmpliPhi’s
shareholders under applicable law. For the avoidance of doubt, this provision of the Merger Agreement will also
apply to any material change to the facts and circumstances relating to such AmpliPhi Changein Circumstance
and anew Determination Notice will be required, except that the references to three business days will be deemed
to be two business days.

C3J Shareholder Actions

The Merger Agreement requires, within five business days after the execution of the Merger Agreement, that
each of therequired officers, directors and shareholders of C3J execute an investor questionnaire, no more than
ten of which may represent that they are not “ accredited investors” as defined in Regulation D under the
Securities Act of 1933, as amended, and at |east 6625% of the C3J shareholders execute an action by written
consent adopting the Merger Agreement and approving the Merger and related transactions.
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C3J Dissenters' Rights

C3J shareholders are entitled to assert dissenters’ rightsin connection with the Merger under Chapter 23B.13
of the RCW.

Covenants, Conduct of Business Pending the Mer ger

During the period from the date of the Merger Agreement and continuing until the earlier of the termination
of the Merger Agreement or the effective time of the Merger, except as set forth in the Merger Agreement, as
required by applicable law or unless C3J consents in writing, AmpliPhi will conduct its business and operationsin
the ordinary course of business and in compliance in all material respects with all applicable laws and the
requirements of all of its materials contracts, and will not:

declare, accrue, set aside or pay any dividend or make any other distribution in respect of any shares of
its capital stock or repurchase, redeem or otherwise reacquire any shares of its capital stock or other
securities (except in connection with the payment of the exercise price and/or withhol ding taxes incurred
upon the exercise, settlement or vesting of any award granted under AmpliPhi’s stock plans);

sell, issue, grant, pledge or otherwise dispose of or encumber or authorize any of the foregoing with
respect to: (a) any capital stock or other security of AmpliPhi or any of its subsidiaries (except for
AmpliPhi common stock issued upon the valid exercise of outstanding AmpliPhi stock options or
warrants); (b) any option, warrant or right to acquire any capital stock or any other security; or (c) any
instrument convertibleinto or exchangeable for any capital stock or other security of AmpliPhi or any of
itssubsidiaries;

except asrequired to give effect to anything in contemplation of the closing of the Merger, amend any
of its organizational documents, or effect or be a party to any merger, consolidation, share exchange,
business combination, recapitalization, reclassification of shares, stock split, reverse stock split or
similar transaction except, for the avoidance of doubt, the Contemplated Transactions;

form any subsidiary or acquire any equity interest or other interest in any other entity or enter into a
joint venture with any other entity;

(a) lend money to any person, (b) incur or guarantee any indebtedness for borrowed money,

(c) guarantee any debt securities of others, or (d) make any capital expenditure or commitment in excess
of the budgeted capital expenditure and commitment amounts set forth in the AmpliPhi operating
budget delivered to C3J concurrently with the execution of the Merger Agreement (the “ AmpliPhi
Budget”");

other than as required by applicable law or the terms of any AmpliPhi benefit plan asin effect on the
date of the Merger Agreement: (a) adopt, terminate, establish or enter into any AmpliPhi benefit plan;
(b) cause or permit any AmpliPhi benefit plan to be amended in any material respect; (c) pay any bonus
or make any profit-sharing or similar payment to, or increase the amount of the wages, salary,
commissions, benefits or other compensation or remuneration payabl e to, any of its directors, officers or
employees, other than increasesin base salary and annual cash bonus opportunities and payments
made in the ordinary course of business consistent with past practice; (d) increase the severance or
change of control benefits offered to any current or new employees, directors or consultants or (€) hire,
terminate or give notice of termination to any officer or employee whose annual base salary isor is
expected to be more than $125,000 per yesr;

recoghize any labor union, labor organization, or similar person;
enter into any material transaction other than in the ordinary course of business;

acquire any material asset or sell, lease or otherwise irrevocably dispose of any of its assets or
properties, or grant any encumbrance with respect to such assets or properties, except in the ordinary
course of business;
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sell, assign, transfer, license, sublicense or otherwise dispose of any material AmpliPhi intellectual
property (other than pursuant to non-exclusive licensesin the ordinary course of business);

make, change or revoke any material tax election, fail to pay any income or other material tax as such tax
becomes due and payable, file any amendment making any material change to any tax return, settle or
compromise any income or other material tax liability, enter into any tax allocation, sharing,
indemnification or other similar agreement or arrangement (other than customary commercial contracts
entered into in the ordinary course of business the principal subject matter of which is not taxes),
reguest or consent to any extension or waiver of any limitation period with respect to any claim or
assessment for any income or other material taxes (other than in connection with any extension of time
to file any tax return), or adopt or change any material accounting method in respect of taxes;

enter into, materially amend or terminate any material contract;

except as otherwise set forth in the AmpliPhi Budget, make any expenditures, incur any liabilities or
discharge or satisfy any liabilities, in each case, in amounts that exceed the aggregate amount of the
AmpliPhi Budget by $100,000;

other than asrequired by law or GAAP, take any action to change the accounting policies or procedures
of AmpliPhi or Merger Sub;

initiate or settle any legal proceeding; or

agree, resolve or commit to do any of the foregoing.

During the period from the date of the Merger Agreement and continuing until the earlier of the termination
of the Merger Agreement or the effective time of the Merger, except as set forth in the Merger Agreement, as
required by applicable law or unless AmpliPhi consentsin writing, C3Jwill conduct its business and operationsin
the ordinary course of business and in compliance in all material respects with all applicable laws and the
requirements of all of it material contracts, and will not:

declare, accrue, set aside or pay any dividend or make any other distribution in respect of any shares of
capital stock; or repurchase, redeem or otherwise reacquire any shares of its capital stock or other
securities (except for shares of C3J common stock from terminated employees, directors or consultants

of C3J);

sell, issue, grant, pledge or otherwise dispose of or encumber or authorize any of the foregoing with
respect to: (a) any capital stock or other security of C3J or its subsidiary (except for shares of C3J
common stock issued upon the valid exercise of C3J Stock Options or vesting of C3J RSAs); (b) any
option, warrant or right to acquire any capital stock or any other security; or (c) any instrument
convertibleinto or exchangeable for any capital stock or other security of C3Jor its subsidiary;

except as required to give effect to anything in contemplation of the closing of the Merger, amend any
of itsor its subsidiary’ s organizational documents, or effect or be a party to any merger, consolidation,
share exchange, business combination, recapitalization, reclassification of shares, stock split, reverse
stock split or similar transaction except, for the avoidance of doubt, the Contemplated Transactions;

form any subsidiary or acquire any equity interest or other interest in any other entity or enter into a
joint venture with any other entity;

(a) lend money to any person, (b) incur or guarantee any indebtedness for borrowed money,

(c) guarantee any debt securities of others, or (d) make any capital expenditure or commitment in excess
of the budgeted capital expenditure and commitment amounts set forth in C3J s operating budget
delivered to AmpliPhi concurrently with the execution of the Merger Agreement (the “ C3J Budget”);
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other than as required by applicable law or the terms of any benefit plan asin effect on the date of the
Merger Agreement: (a) adopt, terminate, establish or enter into any benefit plan; (b) cause or permit any
benefit plan to be amended in any material respect; (¢) pay any bonus or make any profit-sharing or
similar payment to, or increase the amount of the wages, salary, commissions, benefits or other
compensation or remuneration payabl e to, any of its directors, officers or employees, other than
increases in base salary and annual cash bonus opportunities and payments made in the ordinary
course of business consistent with past practice; (d) increase the severance or change of control
benefits offered to any current or new employees, directors or consultants or (€) hire, terminate or give
notice of termination to any (x) officer or (y) employee whose annual base salary is or is expected to be
more than $125,000 per year;

recoghize any labor union, labor organization, or similar person;
enter into any material transaction other than in the ordinary course of business;

acquire any material asset or sell, lease or otherwise irrevocably dispose of any of its assets or
properties, or grant any encumbrance with respect to such assets or properties, except in the ordinary
course of business;

sell, assign, transfer, license, sublicense or otherwise dispose of any material C3Jintellectual property
(other than pursuant to non-exclusive licensesin the ordinary course of business);

make, change or revoke any material tax election, fail to pay any income or other material tax as such tax
becomes due and payable, file any amendment making any material change to any tax return, settle or
compromise any income or other material tax liability, enter into any tax allocation, sharing,
indemnification or other similar agreement or arrangement (other than customary commercial contracts
entered into in the ordinary course of business the principal subject matter of which is not taxes),
request or consent to any extension or waiver of any limitation period with respect to any claim or
assessment for any income or other material taxes (other than in connection with any extension of time
to file any tax return), or adopt or change any material accounting method in respect of taxes;

enter into, materially amend or terminate any material contract;

except as otherwise set forth in the C3J Budget, make any expenditures, incur any liabilities or discharge
or satisfy any liabilities, in each case, in amounts that exceed the aggregate amount of the C3J Budget
by $100,000;

other than asrequired by law or GAAP, take any action to change accounting policies or procedures;
initiate or settle any legal proceeding; or

agree, resolve or commit to do any of the foregoing.

Termination and Termination Fees

The Merger Agreement may be terminated prior to the effective time of the Merger (whether before or after
the required sharehol der approvalsto complete the Merger have been obtained, unless otherwise specified

(& by mutual written consent of AmpliPhi and C3J;
(b) by either AmpliPhi or C3Jif the Contemplated Transactions have not been consummated by June 1,

2019, (other than in cases in which such failure to consummate the Contemplated Transactionsis due to
(i) aparty’saction or failure to act that has been a principal cause of the failure of the Contemplated
Transactions to occur on or before June 1, 2019 and such action or failure to act constitutes a breach of
the Merger Agreement, or (ii) arequest for additional information by a governmental body, in which
case either party can extend such date by an additional 30 days);
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(c) by either AmpliPhi or C3Jif agovernmental body issues afinal and nonappeal able order, decree or
ruling prohibiting the Contemplated Transactions;

(d) by AmpliPhi if C3J has not obtained the required vote from C3J shareholders within five business days
of the date of the Merger Agreement, except that once C3J has obtained the required vote from C3J
shareholders, AmpliPhi may not terminate for the reason set forth in this provision;

(e) by either AmpliPhi or C3Jif the AmpliPhi special meeting has been held and completed and the
AmpliPhi Required Shareholder Matters have not been approved;

(f) by C3J(at any time prior to obtaining the required vote from AmpliPhi shareholders on the AmpliPhi
Required Shareholder Matters) if (i) AmpliPhi fails to include in the proxy statement its recommendation
that the AmpliPhi’ s sharehol ders vote to approve the AmpliPhi Shareholder Matters, (ii) the AmpliPhi
board of directors or acommittee thereof has made an AmpliPhi Board Recommendation Change, (iii) the
AmpliPhi board of directors publicly approves, endorses or recommends an acquisition proposal; or (iv)
AmpliPhi entersinto any letter of intent or any contract relating to an acquisition proposal (other than a
permitted confidentiality agreement);

(g) by AmpliPhi (at any time prior to obtaining the required vote from C3J shareholders) if (a) the C3J board
of directors withdraws or modifies the recommendation that the shareholders vote to approve the
reguired proposals in amanner adverse to AmpliPhi or adopts, approves or recommends (or publicly
proposes to adopt, approve or recommend) any acquisition proposal be adopted or proposed; (b) the
C3Jboard of directors or any of its committees publicly approves, endorses or recommends an
acquisition proposal; or (c) C3J entersinto any letter of intent or similar document relating to an
acquisition proposal;

(h) by C3J, upon abreach of any representation, warranty, covenant or agreement set forth in the Merger
Agreement by AmpliPhi or Merger Sub that would prevent AmpliPhi or Merger Sub from satisfying its
closing conditions with respect to representations and warranties and covenants and such breach is not
curable by the earlier of June 1, 2019 or 30 days after delivery of written notice from C3Jto AmpliPhi or
Merger Sub of such breach;

(i) by AmpliPhi, upon abreach of any representation, warranty, covenant or agreement set forth in the
Merger Agreement by C3J that would prevent C3Jfrom satisfying its closing conditions with respect to
representations and warranties and covenants and such breach is not curable by the earlier of June 1,
2019 or 30 days after delivery of written notice from AmpliPhi to C3J of such breach; or

() by AmpliPhi, at any time, if AmpliPhi (i) has received a superior offer, (ii) AmpliPhi has complied with its
obligations under the Merger Agreement in order to accept the superior offer, (iii) concurrently
terminates the Merger Agreement and entersinto a definitive agreement with respect to the superior
offer and (iv) pays to C3J a termination fee of $1.0 million within two business days of the termination.

AmpliPhi must also pay C3J a termination fee of $1.0 million within two business days of consummating an
alternative transaction, if (i) the Merger Agreement is terminated by C3J pursuant to clause (f) above, (ii) an
acquisition proposal is publicly announced or disclosed or otherwise communicated to AmpliPhi or its board of
directors after the date of the Merger Agreement but prior to the termination of the Merger Agreement and (iii)
within nine months after the date of such termination, AmpliPhi entersinto a definitive agreement for an
alternative transaction in respect of such acquisition proposal.

C3J must pay AmpliPhi a termination fee of $1.0 million within ten business days of consummating an
alternative transaction, if (i) the Merger Agreement is terminated by AmpliPhi pursuant to clause (g) above, (ii) an
acquisition proposal with respect to C3Jis publicly announced or otherwise made to C3Jor its board of directors
after the date of the Merger Agreement but prior to the termination of the Merger Agreement and (iii) within
nine months after the date of such termination, C3J consummates an alternative transaction in respect of such
acquisition proposal.

The respective termination fees are the sole and exclusive remedies avail able to each party in the
circumstances in which such atermination fee is owed in accordance with the terms of the Merger Agreement, in
connection with or arising out of the Merger Agreement or its termination in circumstances
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where atermination fee is owed, any breach of the Merger Agreement giving rise to such termination, or the failure
of the Contemplated Transactions to be consummated, except that the termination of the Merger Agreement in
such circumstances will not relieve any party of any liability for fraud or for any willful and material breach of any
representation, warranty, covenant, obligation or other provision contained in the Merger Agreement.

Other Agreements

Regulatory Approvals

Each party agreed to use reasonable best effortsto file or otherwise submit, as soon as practicable after the
date of the Merger Agreement, all applications, notices, reports and other documents reasonably required to be
filed or submitted by such party with or to any governmental body with respect to the Contemplated
Transactions, and to submit promptly any additional information requested by any such governmental body.

Director | ndemnification and | nsurance

The Merger Agreement providesthat, for aperiod of six years following the effective time of the Merger,
AmpliPhi and the combined company will, jointly and severally, indemnify and hold harmless each person who is,
has been, or who becomes prior to the effective time, adirector, officer, fiduciary or agent of AmpliPhi and its
subsidiaries or C3J, respectively, against al claims, losses, liabilities, damages, judgments, fines and reasonable
fees, costs and expenses, including attorneys’ fees and disbursements, incurred in connection with any claim,
action, suit, proceeding or investigation, whether civil, criminal, administrative or investigative, arising out of or
pertaining to the fact that such person is or was a director, officer, fiduciary or agent of AmpliPhi or of C3J or any
of their respective subsidiaries, whether asserted or claimed prior to, at or after the effective time, in each case, to
the fullest extent permitted under applicable law. Each such person will be entitled to advancement of expenses
incurred in the defense of any such claim, action, suit, proceeding or investigation from each of AmpliPhi and the
combined company, jointly and severally.

The Merger Agreement also provides that the provisions relating to the indemnification, advancement of
expenses and excul pation of present and former directors and officers of AmpliPhi set forth in AmpliPhi’sarticles
of incorporation and bylaws will not be amended, repealed or otherwise modified for a period of six years from the
effective time in any manner that would adversely affect the rights of individuals who, at the effective time, were
officersor directors of AmpliPhi. After the closing of the Merger, the articles of incorporation and bylaws of C3J
will contain provisions at least as favorable as the provisions relating to the indemnification, advancement of
expenses and excul pation of present and former directors and officers presently set forth in AmpliPhi’ s articles of
incorporation and bylaws.

Prior to the effective time of the Merger, AmpliPhi has agreed to secure and prepay, at C3J s expense, asix
year “tail policy” on AmpliPhi’ s existing directors’ and officers’ liability insurance policy.

Interim Financial Statements

C3J agreed to furnish, and has furnished, to AmpliPhi the audited and unaudited financial statements of C3J
that are included in this proxy statement.

Listing

AmpliPhi will (a) to the extent required by the rules and regul ations of the NY SE American, prepare and
submit to the NY SE American anotification form for the listing of the shares of AmpliPhi common stock to be
issued in connection with the Contemplated Transactions, and use its best efforts to cause such shares to be
approved for listing (subject to official notice of issuance); (b) effect the Reverse Split subject to the receipt of the
required sharehol der vote, and (c) to the extent required by the rules of the NY SE American, file a supplemental

listing application for the AmpliPhi common stock onthe NY SE American (the“NY SE Listing Application”) and
useits best effortsto cause the NY SE Listing Application to be
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conditionally approved prior to the effective time of the Merger. C3Jwill cooperate with AmpliPhi as reasonably
requested by AmpliPhi with respect to the NY SE Listing Application and promptly furnish to AmpliPhi all
information concerning C3J and its sharehol ders that may be required or reasonably requested by AmpliPhi.

Expenses

The Merger Agreement provides that all non-indemnification fees and expenses incurred in connection with
the Merger Agreement and the Contemplated Transactionswill be paid by the party incurring such expenses,
whether or not the Merger is consummated, except that the partieswill share equally all fees and expenses
incurred in relation to the NY SE Listing Application and the printing and filing of this proxy statement and any
amendments and supplements and paid to afinancial printer or the SEC.

Amendment of Merger Agreement

The Merger Agreement may be amended by the parties at any time by action taken by or on behalf of their
respective boards of directors, except that after the Merger Agreement has been adopted and approved by a
party’ s shareholders, no amendment which by law requires further approval by the sharehol ders of that party will
be made without such further approval.
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AGREEMENTSRELATED TO THE MERGER

Support Agreements

In connection with the execution of the Merger Agreement, the officers and directors of AmpliPhi entered
into support agreements with C3J relating to the Merger covering less than 1% of the outstanding shares of
AmpliPhi’s common stock, as of immediately prior to the Merger (the “AmpliPhi Support Agreements’). The
AmpliPhi Support Agreements provide, among other things, that the shareholders party to the AmpliPhi Support
Agreementswill vote all of the shares held by them in favor of the issuance of AmpliPhi shares of common stock
in connection with the Merger and the amendments to AmpliPhi’ s articles of incorporation contemplated by the
Merger Agreement.

In connection with the execution of the Merger Agreement, certain officers, directors and shareholders of C3J
entered into support agreements with AmpliPhi covering approximately 88% of the outstanding shares of C3J
relating to the Merger (the “C3J Support Agreements,” and together with the AmpliPhi Support Agreements, the
“Support Agreements’). The C3J Support Agreements provide, among other things, that the officers,
shareholders and investors party to the C3J Support Agreementswill vote all of the shares of C3J held by themin
favor of the adoption of the Merger Agreement, the approval of the Merger and the other transactions
contemplated by the Merger Agreement.

L ock-up Agreements

Concurrently with the execution of the Merger Agreement, certain officers, directors and sharehol ders of
AmpliPhi and C3J, including the Investors in the Financing, entered into lock-up agreements (the “Lock-Up
Agreements”), pursuant to which they accepted certain restrictions on transfers of the shares for the 180-day
period following the effective time of the Merger.

Financing; Share Purchase Agreements

On February 5, 2019, AmpliPhi, C3J and the Investors entered into the Share Purchase Agreements, as
contemplated by equity commitment |etters previously entered into among such parties on January 3, 2019.
Pursuant to the Share Purchase Agreements, AmpliPhi agreed to sell and issue, and the Investors agreed to
purchase from AmpliPhi, $10.0 million of shares of the AmpliPhi’s common stock in the Financing, at a purchase
price per share equal to (i) $40.0 million, divided by (ii) the total number of shares of common stock outstanding on
afully diluted, as-converted basis, assuming the conversion, exercise or settlement of all outstanding options,
warrants, and restricted stock units as of immediately after the effective time of the Merger, but excluding (A) any
shares of common stock issuable pursuant to the Share Purchase Agreements and (B) any shares of Company
Common Stock reserved for issuance under any equity incentive plan, stock option plan or similar arrangement
but for which awards have not yet been granted as of the effective time of the Merger and any shares of common
stock issuable in connection with out-of-the-money options and out-of-the-money warrants.

After the closing of the Financing, it is expected that (a) the former C3J securityholders will own
approximately 76% of the aggregate number of the outstanding AmpliPhi securities on afully diluted basis but
using the treasury stock method and excluding out-of-the-money options and out-of-the-money warrants, of
which approximately 20% will be represented by the shares issued in the Financing to the Investors, and (b) the
AmpliPhi securityholders as of immediately prior to the Merger will own approximately 24% of the aggregate
number of the outstanding AmpliPhi securities (on afully diluted basis but using the treasury stock method and
excluding out-of-the-money options and out-of-the-money warrants), in each case, subject to adjustment of the
Exchange Ratio as set forth in the Merger Agreement and described herein.

The shares of common stock to be issued in the Financing will be offered and sold in reliance on an
exemption from registration under Regulation D promulgated under Section 4(a)(2) of the Securities Act.
Appropriate restrictive legends will be affixed to the sharesissued in the Financing.

The form of Share Purchase Agreement is attached to this proxy statement as Appendix B.
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At the closing of the Financing, the combined company will enter into aregistration rights agreement with
each of the Investors, pursuant to which the combined company will agree to register for resale the shares of

common stock issued in the Financing within a reasonable and specified time period following the closing of the
Financing.

The form of registration rights agreement to be entered into at the closing of the Financing is attached as
Exhibit D to the form of Share Purchase Agreement attached to this proxy statement as Appendix B.
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MATTERSBEING SUBMITTED TO A VOTE OF AMPLIPHI SHAREHOLDERS
Proposal No. 1

Approval of the consummation of a Business Combination pursuant tothe Merger and theissuance of AmpliPhi
common stock at the effective time of the Mer ger, as contemplated by the Merger Agreement.

At the Special Meeting, AmpliPhi shareholders will be asked to approve the consummation of a Business
Combination (as defined in AmpliPhi’ s amended and restated articles of incorporation) pursuant to the merger of
Ceres Merger Sub, Inc., awholly owned subsidiary of AmpliPhi, with and into C3J Therapeutics, Inc. (“C3J"), with
C3Jsurviving asawholly owned subsidiary of AmpliPhi (the “Merger”), and the issuance of AmpliPhi common
stock at the effective time of the Merger, as contemplated by that certain Agreement and Plan of Merger and
Reorganization, dated January 3, 2019, by and among AmpliPhi, Ceres Merger Sub, Inc. and C3J, as amended on
March 25, 2019 (the “Merger Agreement”)

Under the Merger Agreement, Ceres Merger Sub, Inc., awholly owned subsidiary of AmpliPhi formedin
connection with the Merger, will merge with and into C3J, with C3J surviving as awholly owned subsidiary of
AmpliPhi. At the effective time of the Merger, each share of C3J common stock outstanding immediately prior to
the effective time of the Merger (excluding certain shares to be canceled pursuant to the Merger Agreement, and
shares held by shareholders who have exercised and perfected dissenters' rights as more fully described under
“The Merger — Dissenters’ Rights” above) will be converted into the right to receive approximately 0.6892 shares
of AmpliPhi common stock, subject to adjustment to account for a Reverse Split of AmpliPhi common stock, at a
Reverse Split ratio of between 1-for-3 and 1-for-20, inclusive, to be determined by AmpliPhi’s board of directors
and to beimplemented prior to the consummation of the Merger. As aresult of the Merger, immediately following
the Merger the former C3J securityholders will own approximately 70% of the aggregate number of shares of
AmpliPhi common stock and the securityholders of AmpliPhi as of immediately prior to the Merger will own
approximately 30% of the aggregate number of shares of AmpliPhi common stock (in each case, on afully diluted
basis but using the treasury stock method and excluding out-of-the-money options and out-of-the-money-
warrants, and determined before accounting for the Financing discussed below). After the completion of the
Merger, AmpliPhi will change its corporate name to “ Armata Pharmaceuticals, Inc.” Such corporate name change
will be authorized by AmpliPhi’s board of directors without a shareholder vote on the name change as permitted
under Washington law.

C3Jand AmpliPhi expect the Merger to be consummated in May 2019, subject to the satisfaction of
applicable conditions. Immediately following the effective time of the Merger and prior to the Financing, the former
C3J securityholders are expected to own approximately 70% of the aggregate number of shares of AmpliPhi
common stock, and the securityholders of AmpliPhi as of immediately prior to the Merger are expected to own
approximately 30% of the aggregate number of shares of AmpliPhi common stock (in each case on afully diluted
basis but using the treasury stock method and excluding out-of-the-money options and out-of-the-money
warrants).

The terms of , reasons for and other aspects of the Merger Agreement, the Merger and the i ssuance of
AmpliPhi common stock in the Merger are described in detail in the other sectionsin this proxy statement.

Required Vote

The Merger and the issuance of shares of AmpliPhi common stock to the former C3J shareholders at the
effective time of the Merger constitutes a“Business Combination” under AmpliPhi’s amended and restated
articles of incorporation. Accordingly, the affirmative vote of at least 51% of shares of common stock outstanding
on the record date are required to approve this Proposal No. 1. Thisvoting threshold is also sufficient for approval
of the transaction described in this Proposal No. 1 under the rules of the NY SE American.

THE AMPLIPHI BOARD OF DIRECTORSRECOMMENDS THAT THE AMPLIPHI
SHAREHOLDERSVOTE “FOR” PROPOSAL NO. 1.
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Proposal No. 2

Approval of I ssuance of AmpliPhi Sharesof Common Stock in the Financing

At the Special Meeting, AmpliPhi shareholders will be asked to approve the issuance of shares of AmpliPhi
common stock having an aggregate purchase price of $10,000,000 immediately following the effective time of the
Merger in a private placement financing transaction.

On February 5, 2019, AmpliPhi, C3J and certain shareholders of C3J (the “Investors’) entered into share
purchase agreements (the “ Share Purchase Agreements”), as contemplated by equity commitment letters
previously entered into among such parties on January 3, 2019. Pursuant to the Share Purchase Agreements,
AmpliPhi agreed to sell and issue, and the Investors agreed to purchase from AmpliPhi, $10.0 million of shares of
the AmpliPhi’ s common stock immediately following the effective time of the Merger, at a purchase price per share
equal to (i) $40.0 million, divided by (ii) the total number of shares of common stock outstanding on afully diluted,
as-converted basis, assuming the conversion, exercise or settlement of all outstanding options, warrants, and
restricted stock units as of immediately after the effective time of the Merger, but excluding (A) any shares of
common stock issuable pursuant to the Share Purchase Agreements and (B) any shares of AmpliPhi common
stock reserved for issuance under any equity incentive plan, stock option plan or similar arrangement but for
which awards have not yet been granted as of the effective time of the Merger and any shares of common stock
issuablein connection with out-of-the-money options and out-of-the-money warrants. We refer to the anticipated
sale and purchase of shares of AmpliPhi common stock immediately following the effective time of the Merger
pursuant to the Share Purchase Agreements as the “ Financing.”

The closing of the Financing is contingent upon the effectiveness of the Merger. If the Merger is not
consummated, the Financing will not occur.

After the closing of the Financing, it is expected that (a) the former C3J securityholders will own
approximately 76% of the aggregate number of the outstanding AmpliPhi common stock on afully diluted basis
but using the treasury stock method and excluding out-of -the-money options and out-of-the-money warrants, of
which approximately 20% will be represented by the shares of AmpliPhi common stock issued in the Financing to
the Investors, and (b) the AmpliPhi securityholders as of immediately prior to the Merger will own approximately
24% of the aggregate number of the outstanding AmpliPhi common stock (on afully diluted basis but using the
treasury stock method and excluding out-of-the-money options and out-of-the-money warrants).

The shares of common stock to be issued in the Financing will be offered and sold in reliance on an
exemption from registration under Regulation D promulgated under Section 4(a)(2) of the Securities Act.
Appropriate restrictive legends will be affixed to the sharesissued in the Financing.

The form of Share Purchase Agreement is attached to this proxy statement as Appendix B.

At the closing of the Financing, the combined company will enter into aregistration rights agreement with
each of the Investors, pursuant to which the combined company will agree to register for resale the shares of
common stock issued in the Financing within areasonable and specified time period following the closing of the
Financing.

The form of registration rights agreement to be entered into at the closing of the Financing is attached as
Exhibit D to the form of Share Purchase Agreement attached to this proxy statement as Appendix B.
Required Vote

The number of sharesthat vote “For” this Proposal No. 2 must exceed the number of shares that vote
“Against” this Proposal No. 2. Abstentionswill have the same effect as“Against” votes.

THE AMPLIPHI BOARD OF DIRECTORSRECOMMENDS THAT THE AMPLIPHI
SHAREHOLDERSVOTE “FOR” PROPOSAL NO. 2.
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Proposal No. 3

Approval of an Amendment to AmpliPhi’s Amended and Restated Articles of Incorporation to Effect a
Reverse Stock Split of AmpliPhi’s Common Stock

General

AmpliPhi’sboard of directors has unanimously approved a series of alternate amendments to our Amended
and Restated Articles of Incorporation, which would effect a Reverse Split of the issued shares of AmpliPhi
common stock, at aratio in the range between 1-for-3 to 1-for-20, inclusive, with such ratio to be determined in the
discretion of AmpliPhi’sboard of directors and with such Reverse Split to be effected prior to the effective time of
the Merger. The effectiveness of any one of these anendments and the abandonment of the other amendments, or
the abandonment of all of these amendments, will be determined by AmpliPhi’s board of directorsfollowing the
Specia Meeting and prior to the effective time of the Merger. AmpliPhi’ s board of directors has recommended that
these proposed amendments be presented to our shareholders for approval.

The AmpliPhi board of directors may determine to effect the Reverse Split, if it is approved by the
shareholders, even if the other proposals to be acted upon at the meeting are not approved, including the
issuance of the AmpliPhi common stock pursuant to the Merger Agreement and the Financing.

The amendment to AmpliPhi’ s amended and restated articles of incorporation (the “Articles Amendment”) to
effect the Reverse Split, as more fully described below, will effect the Reverse Split but will not change the number
of authorized shares of common stock or preferred stock, or the par value of AmpliPhi common stock or preferred
stock. Accordingly, effecting a Reverse Stock Split would reduce the number of outstanding shares of our
common stock. The form of Articles Amendment is attached to this proxy statement as Appendix D.

Purpose

The AmpliPhi board of directors approved the proposal approving the Articles Amendment to effect a
Reverse Split for the following reasons:

+  the AmpliPhi board of directors believes effecting the Reverse Split will cause the minimum bid price of
AmpliPhi’s common stock to increase and may reduce the risk of adelisting of AmpliPhi common stock
from the NY SE American in the future;

+  the AmpliPhi board of directors believes effecting the Reverse Split will cause AmpliPhi’s common stock
to meet the minimum bid price required for the initial listing application with the NY SE American to be
submitted in connection with the Merger, as discussed below; and

+  the AmpliPhi board of directors believes a higher stock price may help generate investor interest in
AmpliPhi and help AmpliPhi attract and retain employees.

If the Reverse Split successfully increases the per share price of AmpliPhi common stock, our board of
directors believes thisincrease may increase trading volume in AmpliPhi common stock and facilitate future
financings by AmpliPhi.

NYSE American Requirementsfor Listing on the NYSE American

AmpliPhi common stock islisted on the NY SE American under the symbol “APHB.” AmpliPhi intendsto
submit an initial listing application with NY SE American to seek listing of the combined company’ s common stock
on the NY SE American upon the closing of the Merger.

According to NY SE American rules, an issuer must, in a case such asthis, apply for initial inclusion following
atransaction whereby the issuer combines with anon-NY SE American entity, resulting in a change of control of
the issuer and potentially allowing the non-NY SE American entity to obtain aNY SE American listing.
Accordingly, the listing standards of the NY SE American will require AmpliPhi to have, among other things, a
$2.00 per share minimum bid price upon the closing of the Merger. Therefore, the Reverse Split is expected to be
necessary in order to consummate the Merger.
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One of the effects of the Reverse Split will be to effectively increase the proportion of authorized shares
which are unissued relative to those which areissued. This could result in AmpliPhi’ s management being able to
issue more shares without further shareholder approval. For example, before the Reverse Split, AmpliPhi’s
authorized but unissued shares of common stock immediately prior to the closing of the Merger would be
approximately 184.7 million, compared to sharesissued of approximately 32.3 million. If AmpliPhi effects the
Reverse Split using, for example, a 1-for-10 ratio, its authorized but unissued sharesimmediately prior to the
closing of the Merger would be approximately 213.8 million compared to sharesissued of approximately 3.2 million.
AmpliPhi currently has no plansto issue shares, other than in connection with the Merger and the Financing, and
to satisfy obligations under the AmpliPhi warrants and employee stock options (including those assumed in
connection with the Merger) from time to time as these warrants and options are exercised. The Reverse Split will
not affect the number of authorized shares of AmpliPhi capital stock which will continue to be authorized pursuant
to the amended and restated articles of incorporation of AmpliPhi.

Potential I ncreased | nvestor | nterest

On February 5, 2019, AmpliPhi common stock closed at $0.25 per share. An investment in AmpliPhi common
stock may not appeal to brokerage firmsthat are reluctant to recommend lower priced securitiesto their clients.
Investors may also be dissuaded from purchasing lower priced stocks because the brokerage commissions, as
a percentage of the total transaction, tend to be higher for such stocks. Moreover, the analysts at many brokerage
firms do not monitor the trading activity or otherwise provide coverage of lower priced stocks. Also, the AmpliPhi
board of directors believes that most investment funds are reluctant to invest in lower priced stocks.

There arerisks associated with the Reverse Split, including that the Reverse Split may not result in an
increase in the per share price of AmpliPhi common stock.

AmpliPhi cannot predict whether the Reverse Split will increase the market price for AmpliPhi common stock.
The history of similar stock split combinations for companiesin like circumstancesis varied. Thereis no assurance
that:

*  themarket price per share of AmpliPhi common stock after the Reverse Split will risein proportion to the
reduction in the number of shares of AmpliPhi common stock outstanding before the Reverse Split;

+  theReverse Split will result in a per share price that will attract brokers and investors who do not trade
in lower priced stocks;

+ theReverse Split will result in a per share price that will increase the ability of AmpliPhi to attract and
retain employees; or

o themarket price per share will either exceed or remain in excess of the minimum bid price as required by
NY SE American for continued listing, which the staff of the NY SE American has previously advised to
be $0.20.

The market price of AmpliPhi common stock will aso be based on performance of AmpliPhi and other factors,
some of which are unrelated to the number of shares outstanding. If the Reverse Split is effected and the market
price of AmpliPhi common stock declines, the percentage decline as an absolute number and as a percentage of
the overall market capitalization of AmpliPhi may be greater than would occur in the absence of a Reverse Split.
Furthermore, the liquidity of AmpliPhi common stock could be adversely affected by the reduced number of
shares that would be outstanding after the Reverse Split.

Principal Effects of the Reverse Split

The form of Articles Amendment effecting the Reverse Split is set forth in Appendix D to this proxy
Statement.

The Reverse Split will be effected simultaneously for all outstanding shares of AmpliPhi common stock. The
Reverse Split will affect al of the AmpliPhi shareholders uniformly and will not affect any
shareholder’ s percentage ownership interests in AmpliPhi, except to the extent that the Reverse Split results
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in any of the AmpliPhi shareholders owning afractional share. AmpliPhi common stock issued pursuant to the
Reverse Split will remain fully paid and nonassessable. The Reverse Split does not affect the total proportionate
ownership of AmpliPhi following the Merger (assuming there is no impact as aresult of the payment of cashin
lieu of issuing fractional shares). In addition, we do not intend for this transaction to be the first step in a series of
plans or proposals of a*“going private transaction” within the meaning of Rule 13e-3 of the Securities Exchange
Act of 1934, as amended.

Procedurefor Effecting the Reverse Split and Exchange of Stock Certificates

If the AmpliPhi shareholders approve the Articles Amendment effecting the Reverse Split, and if the
AmpliPhi board of directors till believesthat a Reverse Split isin the best interests of AmpliPhi and its
shareholders, AmpliPhi will, after selecting the ratio for the Reverse Split, file the appropriate Articles Amendment
with the Secretary of State of the State of Washington at such time as the AmpliPhi board of directors has
determined to be the appropriate split effective time. The AmpliPhi board of directors may delay effecting the
Reverse Split without resoliciting shareholder approval. Beginning at the split effective time, each stock certificate
representing pre-split shares will be deemed for all corporate purposes to evidence ownership of post-split shares.

As soon as practicable after the split effective time, shareholderswill be notified that the Reverse Split has
been effected. AmpliPhi expects that the AmpliPhi transfer agent, Computershare, will act as exchange agent for
purposes of implementing the exchange of stock certificates. Holders of pre-split shares will be asked to surrender
to the exchange agent stock certificates representing pre-split sharesin exchange for stock certificates
representing post-split shares in accordance with the procedures to be set forth in aletter of transmittal to be sent
by AmpliPhi. No new certificateswill be issued to a shareholder until such shareholder has surrendered such
shareholder’ s outstanding certificate(s) together with the properly completed and executed letter of transmittal to
the exchange agent. Any pre-split shares submitted for transfer, whether pursuant to a sale or other disposition, or
otherwise, will automatically be exchanged for post-split shares. Shareholder s should not destroy any stock
certificate(s) and should not submit any certificate(s) unlessand until requested to do so.

Fractional Shares

No fractional shareswill beissued in connection with the Reverse Split. Shareholders of record who
otherwise would be entitled to receive fractional shares because they hold a number of pre-split shares not evenly
divisible by the number of pre-split shares for which each post-split shareisto be reclassified, will be entitled,
upon surrender to the exchange agent of certificates representing such shares, to a cash payment in lieu thereof at
aprice equal to the fraction to which the shareholder would otherwise be entitled multiplied by the closing price of
the common stock on the NY SE American on the date immediately preceding the split effectivetime. The
ownership of afractional interest will not give the holder thereof any voting, dividend, or other rights except to
receive payment therefor as described herein. Non-registered stockholders holding common stock through a bank,
broker or other nominee should note that such banks, brokers or other nominees may have different procedures
for processing the Reverse Split and making payment for fractional shares than those that would be put in place
by AmpliPhi for registered shareholders. If you hold your shares with such abank, broker or other nominee and if
you have questionsin this regard, you are encouraged to contact your nominee.

By approving Proposal No. 3, AmpliPhi’s shareholders will: (a) approve a series of aternate amendments to
AmpliPhi’s amended and restated articles of incorporation pursuant to which any whole number of outstanding
shares of common stock between and including three (3) and twenty (20) could be combined into one share of
common stock; and (b) authorize AmpliPhi’s board of directorsto file only one such amendment, as determined by
AmpliPhi’sboard of directors, and to abandon each amendment not selected by AmpliPhi’s board of directors.
AmpliPhi’sboard of directors may also elect not to undertake any Reverse Split and therefore abandon all
amendments. However, effecting a Reverse Split is expected to be necessary to consummate the Merger.
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Potential Anti-Takeover Effect

Although the increased proportion of unissued authorized shares to issued shares could, under certain
circumstances, have an anti-takeover effect, for example, by permitting issuances that would dilute the stock
ownership of aperson seeking to effect a change in the composition of the AmpliPhi board of directors or
contemplating atender offer or other transaction for the combination of AmpliPhi with another company, the
Reverse Split proposal is not being proposed in response to any effort of which AmpliPhi is aware to accumulate
shares of AmpliPhi common stock or obtain control of AmpliPhi, other than in connection with the Merger, nor is
it part of aplan by management to recommend a series of similar amendments to the AmpliPhi board of directors
and shareholders. Other than the proposal s being submitted to the AmpliPhi shareholdersfor their consideration
at the Special Meeting, the AmpliPhi board of directors does not currently contemplate recommending the
adoption of any other actions that could be construed to affect the ability of third parties to take over or change
control of AmpliPhi. For more information, please see the sections entitled “Risk Factors — Risks Related to our
Common Stock — Provisions of Washington law and our current articles of incorporation and bylaws may
discourage another company from acquiring us and may prevent attempts by our stockholdersto replace or
remove our current management” contained in the AmpliPhi 10-K, which isincorporated in this proxy statement by
reference.

Certain Material U.S. Federal | ncome Tax Consequences of the Reverse Split to U.S. Holders

Thefollowing is adiscussion of material U.S. federal income tax consequences of the Reverse Split to certain
U.S. Holders (as defined below) of AmpliPhi common stock but does not purport to be acomplete analysis of all
potential tax effects. Thisdiscussion is based on provisions of the Code, Treasury Regulations thereunder and
administrative rulings, court decisions and other legal authorities related thereto, each asin effect as of the date of
this proxy statement and all of which are subject to change or differing interpretations. Any such change or
differing interpretation, which may or may not be retroactive, could alter the tax consegquences to the AmpliPhi
shareholders described herein. This discussion isincluded for general informational purposes only and does not
purport to consider all aspects of U.S. federal income taxation that might be relevant to aU.S. Holder (as defined
below).

This summary does not comprehensively describe all potential U.S. federal income tax considerations
applicableto the Reverse Split. The discussion below only addresses the AmpliPhi shareholders who hold
AmpliPhi common stock as a capital asset within the meaning of Section 1221 of the Code (generally property held
for investment). It does not address all aspects of U.S. federal income tax that may be relevant to an AmpliPhi
shareholder in light of such shareholder’ s particular circumstances or to a shareholder subject to special rules,
such as shareholders who are not U.S. Holders (as defined below), brokers or dealersin securities or foreign
currencies, regulated investment companies, real estate investment trusts, traders who mark to market, financial
institutions or insurance companies, mutual funds, shareholders holding their stock through individual retirement
or other tax-deferred accounts, tax-exempt organizations, shareholders holding their stock as “ qualified small
business stock” pursuant to Section 1202 of the Code or as Section 1244 stock for purposes of the Code,
shareholders who acquired their stock in connection with the exercise of warrants, stock options or stock
purchase plans or other employee plans or compensatory arrangements, shareholders whose functional currency
isnot the U.S. dollar, partnerships or other pass-through entities or securityholdersin such entities, shareholders
who hold their stock as part of an integrated investment (including a“straddle,” a pledge against currency risk, a
hedge or other “constructive” sale or “conversion” transaction) comprised of shares of AmpliPhi common stock
and one or more other positions, shareholders who exercise dissenters’ or appraisal rights, or shareholders who
may have acquired their stock in atransaction subject to the gain rollover provisions of Section 1045 of the Code.
In addition, this summary does not address any tax conseguences other than certain U.S. federal income tax
consequences of the Reverse Split, including the tax consequences of the Reverse Split under state, local or non-
U.S. tax laws or under estate, gift, excise or other non-income tax laws, the alternative minimum tax, the Medicare
contribution tax on net investment income, the tax consequences of transactions effectuated prior or subsequent
to, or concurrently with, the Reverse Split (whether or not any such transactions are consummated in connection
with the Reverse Split) including, without limitation, the receipt of payments under any retention bonus plan, the
conversion of any convertible notes or the tax consequences to holders of options, warrants or similar rightsto
acquire AmpliPhi common stock. If apartnership or pass-through entity (or entity treated as such for U.S. federal
income tax purposes) holds
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shares of AmpliPhi common stock, the tax treatment of a partner or member of such entity generally will depend on
the status of the partner and on the activities of the partnership or entity. Partnerships and other pass-through
entities holding AmpliPhi stock, and any person who is apartner or member of any such entity should consult
their own tax advisors regarding the tax consequences of the Reverse Split.

For purposes of thisdiscussion, a“U.S. Holder” means a beneficial owner of shares of AmpliPhi common
stock that is any of the following:

. an individual citizen or resident of the United States or someone treated asa U.S. citizen or resident for
U.S. federal income tax purposes;

* acorporation (or other entity treated as a corporation for U.S. federal income tax purposes) created or
organized in or under the laws of the United States, any state thereof, or the District of Columbig;

. an estate, the income of which is subject to U.S. federal income taxation regardless of its source; or

« atrustif (i) a U.S. court can exercise primary supervision over the trust’s administration and one or
more U.S. persons are authorized or have the authority to control all substantial decisions of the trust or
(ii) it hasavalid election in effect under applicable U.S. Treasury Regulations to be treated asaU.S.
person.

INVESTORS SHOULD CONSULT THEIR TAX ADVISORSWITH RESPECT TO THE APPLICATION OF
THE U.S. FEDERAL INCOME TAX LAWSTO THEIR PARTICULAR SITUATIONSASWELL ASANY TAX
CONSEQUENCESOF THE REVERSE SPLIT ARISING UNDER THE U.S. FEDERAL ESTATE OR GIFT TAX
LAWSOR UNDER THE LAWSOF ANY STATE, LOCAL OR NON-U.S. TAXING JURISDICTION OR UNDER
ANY APPLICABLE INCOME TAX TREATY.

Tax Consequences of the Reverse Split

The Reverse Split should constitute a“recapitalization” for U.S. federal income tax purposes. Asaresult, a
U.S. Holder of AmpliPhi common stock generally should not recognize gain or loss upon the Reverse Split, except
with respect to cash received in lieu of afractional share of AmpliPhi common stock, as discussed below. A U.S.
Holder’ s aggregate tax basisin the shares of AmpliPhi common stock received pursuant to the Reverse Split
should equal the aggregate tax basis of the shares of the AmpliPhi common stock surrendered (excluding any
portion of such basisthat is allocated to any fractional share of AmpliPhi common stock), and such U.S. Holder’s
holding period in the shares of AmpliPhi common stock received should include the holding period in the shares
of AmpliPhi common stock surrendered. Treasury Regulations provide detailed rulesfor allocating the tax basis
and holding period of the shares of AmpliPhi common stock surrendered to the shares of AmpliPhi common stock
received in arecapitalization pursuant to the Reverse Split. U.S. Holders of shares of AmpliPhi common stock
acquired on different dates and at different prices should consult their tax advisors regarding the allocation of the
tax basis and holding period of such shares.

Cash in Lieu of Fractional Shares

A U.S. Holder of AmpliPhi common stock that receives cash in lieu of afractional share of AmpliPhi common
stock pursuant to the Reverse Split is expected to recognize capital gain or lossin an amount equal to the
difference between the amount of cash received and the U.S. Holder’ s tax basisin the shares of AmpliPhi common
stock surrendered that is allocated to such fractional share of AmpliPhi common stock. Such capital gain or loss
should be long-term capital gain or lossif the U.S. Holder’ s holding period for AmpliPhi common stock
surrendered exceeded one year at the effective time of the Reverse Split.

Information Reporting and Backup Withholding

A U.S. Holder of AmpliPhi common stock may be subject to information reporting and backup withholding
on cash paid in lieu of fractional sharesin connection with the Reverse Split. A U.S. Holder of AmpliPhi common
stock will be subject to backup withholding if such holder is not otherwise exempt and such holder does not
provide its taxpayer identification number in the manner required or otherwise failsto comply with applicable
backup withholding tax rules.
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Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules may
be refunded or allowed as a credit against aU.S. Holder of AmpliPhi common stock’ s federal income tax liability, if
any, provided the required information istimely furnished to the IRS. U.S. Holders of AmpliPhi common stock
should consult their tax advisors regarding their qualification for an exemption from backup withholding and the
procedures for obtaining such an exemption.

Vote Required; Recommendation of the AmpliPhi Board of Directors

The affirmative vote of the holders of amajority in voting power of the outstanding shares of AmpliPhi
common stock having voting power outstanding on the record date for the Special Meeting is required to approve
the Articles Amendment effecting a Reverse Split of AmpliPhi common stock, at aratio of one new share for every
30 20 shares outstanding (depending on the Reverse Split ratio subsequently selected by AmpliPhi’ s board of
directors).

THE AMPLIPHI BOARD OF DIRECTORSRECOMMENDS THAT AMPLIPHI SHAREHOLDERSVOTE
“FOR” PROPOSAL NO.3TO APPROVE A REVERSE SPLIT.
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Proposal No. 4

Approval of theamendment to the AmpliPhi 2016 Equity I ncentive Plan to increase the shar es authorized for
issuance under the plan by 13,822,963

In April 2016, our board of directors originally approved our AmpliPhi Biosciences Corporation 2016 Equity
Incentive Plan, or the 2016 Plan, and the shareholders originally approved the 2016 Plan on June 20, 2016. In this
Proposal No. 4, we are requesting sharehol ders approve an amendment (the “ EIP Amendment”) to the 2016 Planin
order to increase the number of shares of common stock authorized for issuance under the 2016 Plan by 13,822,963
shares, including an increase in the number of shares of common stock authorized for issuance under the 2016
Plan pursuant to the grant of incentive stock options such that such number of authorized shares of common
stock that may be issued pursuant to the exercise of incentive stock optionswill equal two times the number of
shares authorized for issuance under the 2016 Plan following the EIP Amendment. The share numbersin this
proposal do not give effect to a Reverse Split.

The EIP Amendment is being proposed for approval by our shareholdersin connection with the Merger and
related transactions and is arequirement under the terms of the Merger Agreement.

The adoption of the EIP Amendment is subject to the consummation of the Merger. The share numbersin
this proposal do not give effect to a Reverse Split. If a Reverse Split isimplemented, the share increase
contemplated by the EIP Amendment will be adjusted proportionally.

If the Merger isconsummated, the combined company will have additional personnel and we will need to
retain existing personnel of both companiesand recruit additional personnel to facilitate the growth of the
combined company’s business and equity awards are an important part of our incentive compensation philosophy

Asof January 1, 2019, 2,060,926 shares remained available for future grant under the 2016 Plan. The board of
directors believes that the future success of the combined company depends, in large part, upon the ability of the
combined company to implement its plans for future expansion and growth in light of its anticipated recruiting and
retention needs and is necessary to maintain a competitive position in recruiting, retaining and motivating key
personnel, consultants and advisors. The board of directors believes that the issuance of equity awardswill be a
key element underlying the combined company’ s ability to recruit, retain and motivate key personnel, consultants
and advisors, better aligns the interests of such persons with those of its shareholders, and will be a substantial
contributing factor to the combined company’ s success and the future growth of its business. However, we
believe that the shares currently available for grant under the 2016 Plan will be insufficient to meet the combined
company’ s anticipated recruiting and retention needs if the Merger is completed. Therefore, the board of directors
believesthat the approval of the EIP Amendment isin the best interests of the combined company and its
sharehol ders and recommends avote in favor of this proposal.

If this Proposal No. 4 is adopted by our shareholders, the EIP Amendment will become effective upon the
effective date of the Merger. In the event that our shareholders do not approve this Proposal No. 4, the EIP
Amendment will not become effective, the 2016 Plan will continue in its current form, and either AmpliPhi or C3J
may elect not to proceed with the closing of the Merger.

Asof January 1, 2019 stock awards (which consist solely of stock options) covering an aggregate of
1,150,065 shares of common stock were outstanding under the 2016 Plan and the 2009 Targeted Genetics Stock
Incentive Plan (the “ 2009 Plan”), the AmpliPhi Biosciences Corporation 2012 Stock Incentive Plan (the “2012
Plan”), the AmpliPhi Biosciences Corporation 2013 Stock Incentive Plan (the “ 2013 Plan” and collectively with the
2009 Plan and the 2012 Plan, the “Prior Plans’).

Thesize of our sharereserveincreaserequest isreasonable

If our request to increase the share reserve of the 2016 Plan by 13,822,963 sharesis approved and the Merger
is approved and consummated, we will have approximately 15,883,889 shares available for grant at the effective
time of the Merger which, together with the annual “evergreen” increases described below, the Board believes will
provide sufficient equity for attracting, retaining and motivating employees for the
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coming years, although this estimate is preliminary and may change based on various factors, including decisions
made by the combined company board of directors following the closing of the Merger. The Board believes the
size of the request is also reasonablein light of the equity granted to our employees and directors over the last
three years.

We Manage Our Equity Award Use Carefully and Our Dilution Is Reasonable

We manage our long-term shareholder dilution by limiting the number of equity awards granted annually. Our
Compensation Committee monitors our annual burn rate, dilution, and equity expense to ensure that we maximize
shareholders’ value by granting only the appropriate number of equity awards necessary to recruit, reward, and
retain key personnel, consultants and advisors.

The following table provides certain additional information regarding our equity incentive program.

As of
January 1,
2019
Total shares subject to outstanding stock options 1,150,165
Weighted-average exercise price per share of outstanding stock options $ 3.08
Weighted-average remaining term of outstanding stock options 8.03 yrs
Total shares available for grant under the 2016 Plan 2,060,926
Total sharesavailable for grant under other equity plans 76,472(1)
(1) Represents sharesissuable pursuant to the Company’s 2016 Employee Stock Purchase Plan
As of
March 21,
2019
(Record Date)
Total common stock outstanding 32,774,690
Closing price of common stock as reported on The NY SE American $ 0.32

Common measures of an equity incentive plan’s cost include burn rate, dilution and overhang. The burn rate,
or run rate, refersto how fast acompany uses the supply of shares authorized for issuance under its equity
incentive plan. Over the last three years, the Company has maintained an average equity run rate of 6.5% of shares
of common stock outstanding per year, including shares of preferred stock on an as-converted basis. Dilution
measures the degree to which our shareholders’ ownership has been diluted by stock-based compensation
awarded under our equity incentive plans and al so includes shares that may be awarded under our equity
incentive plansin the future (“overhang”).

The following table shows how our key equity metrics have changed over the past three years:

Key Equity Metrics 2016 2017 2018

Equity Run Rate'? 26%  16.8% 0.2%
Overhang®® 145%  11.8% 4.9%
Dilution® 45%  11.7% 3.6%

(1) Equity runrateiscalculated by dividing the number of shares subject to equity awards granted during the
year by the weighted-average number of shares outstanding during the year.

(2) Overhang is calculated by dividing (a) the sum of (x) the number of shares subject to equity awards
outstanding at the end of the year and (y) the number of shares available for future grants, by (b) the number
of shares outstanding at the end of the year.

(3) Dilutioniscalculated by dividing the number of shares subject to equity awards outstanding at the end of
thefiscal year by the number of shares outstanding at the end of the fiscal year.
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In evaluating whether to approve the EIP Amendment, our board of directors and Compensation Committee
reviewed our historical issuances under our 2016 Plan and our 2013 Plan and considered our future needs for
equity awards under the 2016 Plan if the Merger is consummated, based on the combined company’ s plans for
future expansion and growth in light of anticipated recruiting and retention needs and potential changesin
company capitalization and dilution. Weintend to grant future equity awards under the 2016 Plan in amounts that
are reasonabl e and based on market data prepared by the independent compensation consultant to the combined
company’ s compensation committee. If this Proposal No. 4 is approved by our shareholders and the Merger is
also approved and consummated, we expect the adjusted share reserve to last for approximately the next two to
three years, although this estimate is preliminary and may change based on various factors, including decisions
made by the combined company board of directors following the closing of the Merger. While we believe thisisa
reasonabl e estimate of how long the share reserve could last, because there are a number of uncertain factors that
could impact our future share usage, we are not able to presently forecast the share amounts and rate at which we
will utilize equity asatool for attracting and retaining talent.

Required Vote

The number of sharesthat vote “For” this Proposal No. 4 must exceed the number of sharesthat vote
“Against” this Proposal No. 4. Abstentions will have the same effect as“ Against” votes.

THE AMPLIPHI BOARD OF DIRECTORSRECOMMENDS THAT THE AMPLIPHI
SHAREHOLDERSVOTE “FOR” PROPOSAL NO. 4.

Description of 2016 Plan, as Proposed to be Amended

The material features of the 2016 Plan, as proposed to be amended pursuant to Proposal No. 4, are outlined
below. Thissummary isqualified inits entirety by reference to the complete text of the 2016 Plan. Shareholders are
encouraged to read the actual text of the 2016 Plan, as amended, which is appended to this proxy statement as
Appendix E and may be accessed from the SEC’ s website at www.sec.gov. Except as modified by the EIP
Amendment as described above, the terms of the 2016 Plan as proposed to be amended are materially the same as
the terms of the 2016 Plan prior to implementation of the EIP Amendment.

Purpose. The 2016 Planiscritical to our ongoing effort to build shareholder value through recruiting,
retaining and motivating employees, directors and consultants. We are seeking approval of the 2016 Plan to
provide for the shares necessary so that we can ensure that the combined company has the most qualified,
motivated employees possible to help us move the combined company’ s programs forward and implement our
recruiting plansto facilitate the future growth of our business.

Awards. The 2016 Plan provides for the grant of incentive stock options, or | SOs, nonstatutory stock
options, or NSOs, stock appreciation rights, restricted stock awards, restricted stock unit awards, performance-
based stock awards, and other forms of equity compensation, or collectively, stock awards, al of which may be
granted to employees, including officers, non-employee directors and consultants of us and our affiliates.

Eligibility. Asof December 31, 2018, al of our approximately 33 employees and five non-employee directors
were eligible to participate in the 2016 Plan and may receive all types of awards other than 1SOs. | SOs may be
granted only to our employees (including officers) and employees of our affiliates.

Share Reserve. If Proposal No. 4 is approved, the total number of shares of our common stock reserved for
issuance under the 2016 Plan will not exceed 17,032,349 shares, consisting of:

. 237,300 shares, which is the total maximum reserve that was approved in connection with the initial
adoption of the 2016 Plan, including, but not limited to, the Prior Plans' Returning Shares; plus

* 82,440 shares added to the 2016 Plan pursuant to the January 1, 2017 evergreen increase, plus

* 800,000 sharesto be added pursuant an amendment approved by our shareholders at our 2017 annual
meeting on September 7, 2017, plus
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o 474,946 shares added to the 2016 Plan pursuant to the January 1, 2018 evergreen increase, plus
. 1,614,700 shares added to the 2016 Plan pursuant to the January 1, 2019 evergreen increase, plus
+ 13,822,963 shares to be added pursuant this Proposal No. 4.

The*Prior Plans’ Returning Shares” are the number of shares that are subject to stock awards outstanding
under the Prior Plans that subsequently terminate prior to exercise or would otherwise be returned to the share
reserves of our Prior Plans.

Additionally, the number of shares of our common stock reserved for issuance under the 2016 Plan
automatically increases on January 1 of each year, beginning on January 1, 2017 and continuing through and
including January 1, 2026, by 5% of the total number of shares of our capital stock outstanding on December 31 of
the preceding calendar year, or alesser number of shares determined by our board of directors. The maximum
number of shares that may be issued upon the exercise of 1SOs under our 2016 Plan is 34,064,698 shares.

If astock award granted under the 2016 Plan expires or otherwise terminates without being exercised in full, or
is settled in cash, the shares of our common stock not acquired pursuant to the stock award again will become
available for subsequent issuance under the 2016 Plan. In addition, the following types of shares under the 2016
Plan may become available for the grant of new stock awards under the 2016 Plan: (1) sharesthat are forfeited to or
repurchased by us prior to becoming fully vested; (2) shares withheld to satisfy income or employment
withholding taxes; or (3) shares used to pay the exercise price of a stock option. Sharesissued under the 2016 Plan
may be previously unissued shares or reacquired shares bought by us on the open market.

Non-Employee Director Compensation Limit. The aggregate value of all compensation paid or granted, as
applicable, to any individual for service as anon-employee director of our board of directors with respect to any
calendar year commencing with the 2016 calendar year, including awards granted under the 2016 Plan and cash
fees paid by usto such non-employee director, will not exceed (i) $375,000 in total value or (ii) in the event such
non-employee director isfirst appointed or elected to our board of directors during such calendar year, $783,000 in
total value, in each case calculating the value of any awards granted under the 2016 Plan based on the grant date
fair value of such awards for financial reporting purposes. However, the board of directors may make exceptionsto
the applicable limit for individual non-employee directorsin extraordinary circumstances (for example, to
compensate such individual for interim service in the capacity of an officer of the Company), as the board of
directors may determinein its discretion, provided that the non-employee director receiving such additional
compensation may not participate in the decision to award such compensation.

Administration. Our board of directors, or aduly authorized committee thereof, has the authority to
administer the 2016 Plan. Our board of directors has delegated authority to administer the 2016 Plan to our
Compensation Committee. Subject to the terms of the 2016 Plan, our board of directors or our Compensation
Committee, each (as applicable) referred to herein as the plan administrator, determines recipients, dates of grant,
the numbers and types of stock awards to be granted and the terms and conditions of the stock awards, including
the period of their exercisability and vesting schedule applicable to a stock award. Subject to the limitations set
forth below, the plan administrator will also determine the exercise price, strike price or purchase price of awards
granted and the types of consideration to be paid for the award.

The plan administrator has the authority to modify outstanding awards under our 2016 Plan. Subject to the
terms of our 2016 Plan, the plan administrator has the authority to reduce the exercise, purchase or strike price of
any outstanding stock award, cancel any outstanding stock award in exchange for new stock awards, cash or
other consideration, or take any other action that istreated as arepricing under generally accepted accounting
principles, with the consent of any adversely affected participant.

Stock Options. 1SOs and NSOs are granted pursuant to stock option agreements adopted by the plan
administrator. The plan administrator determines the exercise price for astock option, within the terms and
conditions of the 2016 Plan, provided that the exercise price of astock option generally cannot be less than 100%
of the fair market value of our common stock on the date of grant. Options granted under the 2016 Plan vest at the
rate specified by the plan administrator.
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The plan administrator determines the term of stock options granted under the 2016 Plan, up to a maximum of
10 years. Unless the terms of an option holder’ s stock option agreement provide otherwise, if an option holder’s
servicerelationship with us, or any of our affiliates, ceases for any reason other than disability, death or cause, the
option holder may generally exercise any vested options for a period of three months following the cessation of
service. The option term may be extended in the event that exercise of the option following such a termination of
serviceis prohibited by applicable securities laws or our insider trading policy. If an optionholder’s service
relationship with us or any of our affiliates ceases due to disability or death, or an optionholder dieswithin a
certain period following cessation of service, the optionholder or a beneficiary may generally exercise any vested
optionsfor aperiod of 12 monthsin the event of disability and 18 monthsin the event of death. In the event of a
termination for cause, options generally terminate immediately upon the termination of theindividual for cause. In
no event may an option be exercised beyond the expiration of itsterm.

Acceptable consideration for the purchase of common stock issued upon the exercise of a stock option will
be determined by the plan administrator and may include (1) cash, check, bank draft or money order, (2) abroker-
assisted cashless exercise, (3) the tender of shares of our common stock previously owned by the optionholder,
(4) anet exercise of the option if it isan NSO, and (5) other legal consideration approved by the plan administrator.

Unless the plan administrator provides otherwise, options generally are not transferable except by will, the
laws of descent and distribution, or pursuant to a domestic relations order. An optionholder may designate a
beneficiary, however, who may exercise the option following the optionholder’ s death.

Tax Limitations on Incentive Stock Options. The aggregate fair market value, determined at the time of
grant, of our common stock with respect to | SOs that are exercisable for the first time by an optionholder during
any calendar year under all of our stock plans may not exceed $100,000. Options or portions thereof that exceed
such limit will generally be treated as NSOs. No 1SO may be granted to any person who, at the time of the grant,
owns or is deemed to own stock possessing more than 10% of our total combined voting power or that of any of
our affiliates unless (1) the option exercise priceis at least 110% of the fair market value of the stock subject to the
option on the date of grant, and (2) the term of the | SO does not exceed five years from the date of grant.

Restricted Stock Awards. Restricted stock awards are granted pursuant to restricted stock award
agreements adopted by the plan administrator. Restricted stock awards may be granted in consideration for
(2) cash, check, bank draft or money order, (2) servicesrendered to us or our affiliates, or (3) any other form of
legal consideration. Common stock acquired under arestricted stock award may, but need not, be subject to a
share repurchase option in our favor in accordance with a vesting schedul e to be determined by the plan
administrator. Rights to acquire shares under arestricted stock award may be transferred only upon such terms
and conditions as set by the plan administrator. Except as otherwise provided in the applicable award agreement,
restricted stock unit awards that have not vested will be forfeited upon the participant’ s cessation of continuous
service for any reason.

Restricted Stock Unit Awards. Restricted stock unit awards are granted pursuant to restricted stock unit
award agreements adopted by the plan administrator. Restricted stock unit awards may be granted in
consideration for any form of legal consideration. A restricted stock unit award may be settled by cash, delivery of
stock, a combination of cash and stock as deemed appropriate by the plan administrator, or in any other form of
consideration set forth in the restricted stock unit award agreement. Additionally, dividend equivalents may be
credited in respect of shares covered by arestricted stock unit award. Except as otherwise provided in the
applicable award agreement, restricted stock units that have not vested will be forfeited upon the participant’s
cessation of continuous service for any reason.

Stock Appreciation Rights. Stock appreciation rights are granted pursuant to stock appreciation grant
agreements adopted by the plan administrator. The plan administrator determines the strike price for a stock
appreciation unit, which generally cannot be less than 100% of the fair market value of our common stock on the
date of grant. Upon the exercise of a stock appreciation unit, we will pay the participant an amount equal to the
product of (1) the excess of the per share fair market value of our common stock on
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the date of exercise over the strike price, multiplied by (2) the number of shares of common stock with respect to
which the stock appreciation unit is exercised. A stock appreciation unit granted under the 2016 Plan vests at the
rate specified in the stock appreciation grant agreement as determined by the plan administrator.

The plan administrator determines the term of stock appreciation rights granted under the 2016 Plan, up to a
maximum of ten years. Unless the terms of a participant’ s stock appreciation right agreement provide otherwise, if
aparticipant’s service relationship with us or any of our affiliates ceases for any reason other than cause,
disability or death, the participant may generally exercise any vested stock appreciation right for a period of
three months following the cessation of service. The stock appreciation right term may be further extended in the
event that exercise of the stock appreciation right following such atermination of serviceis prohibited by
applicable securities laws. If aparticipant’s service relationship with us, or any of our affiliates, ceases due to
disability or death, or a participant dies within a certain period following cessation of service, the participant or a
beneficiary may generally exercise any vested stock appreciation right for aperiod of 12 monthsin the event of
disability and 18 monthsin the event of death. In the event of atermination for cause, stock appreciation rights
generally terminate immediately upon the occurrence of the event giving rise to the termination of the individual
for cause. In no event may a stock appreciation right be exercised beyond the expiration of itsterm.

Performance Awards. The 2016 Plan permits the grant of performance-based stock awards.

A performance stock award is astock award that is payable (including that may be granted, may vest, or may
be exercised) contingent upon the achievement of pre-determined performance goals during a performance period.
A performance stock award may require the completion of a specified period of continuous service. The length of
any performance period, the performance goals to be achieved during the performance period, and the measure of
whether and to what degree such performance goals have been attained will be determined by our board of
directors or Compensation Committee. In addition, to the extent permitted by applicable law and the performance
stock award agreement, the plan administrator may determine that cash may be used in payment of performance
stock awards.

In granting a performance award, our Compensation Committee will set aperiod of time, or a performance
period, over which the attainment of one or more goals, or performance goals, will be measured. Our Compensation
Committee will establish the performance goal's, based upon one or more criteria, or performance criteria,
enumerated in the 2016 Plan and described below. As soon as administratively practicable following the end of the
performance period, our Compensation Committee will determine the degree to which the performance goals have
been satisfied.

Performance goals under the 2016 Plan will be based on any one or more of the following performance criteria:
(1) earnings (including earnings per share and net earnings); (2) earnings before interest, taxes and depreciation;
(3) earnings before interest, taxes, depreciation and amortization; (4) earnings before interest, taxes, depreciation,
amortization and legal settlements; (5) earnings before interest, taxes, depreciation, amortization, legal settlements
and other income (expense); (6) earnings before interest, taxes, depreciation, amortization, legal settlements, other
income (expense) and stock-based compensation; (7) earnings before interest, taxes, depreciation, amortization,
legal settlements, other income (expense), stock-based compensation and changes in deferred revenue;
(8) earnings beforeinterest, taxes, depreciation, amortization, legal settlements, other income (expense), stock-
based compensation, other non-cash expenses and changes in deferred revenue; (9) total shareholder return; (10)
return on equity or average shareholder’s equity; (11) return on assets, investment, or capital employed; (12) stock
price; (13) margin (including gross margin); (14) income (before or after taxes); (15) operating income; (16)
operating income after taxes; (17) pre-tax profit; (18) operating cash flow; (19) sales or revenue targets; (20)
increases in revenue or product revenue; (21) expenses and cost reduction goals; (22) improvement in or
attainment of working capital levels; (23) economic value added (or an equivalent metric); (24) market share; (25)
cash flow; (26) cash flow per share; (27) cash balance; (28) cash burn; (29) cash collections; (30) share price
performance; (31) debt reduction; (32) implementation or completion of projects or processes (including, without
limitation, clinical trial initiation, clinical trial enrollment and dates, clinical trial results, regulatory filing
submissions, regulatory filing acceptances, regulatory or advisory committee interactions, regulatory approvals,
and product supply); (33) shareholders’ equity; (34) capital expenditures; (35) debt levels;
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(36) operating profit or net operating profit; (37) workforce diversity; (38) growth of net income or operating
income; (39) billings; (40) bookings; (41) employee retention; (42) initiation of studies by specific dates; (43)
budget management; (44) submission to, or approval by, aregulatory body (including, but not limited to the U.S.
Food and Drug Administration) of an applicable filing or a product; (45) regulatory milestones; (46) progress of
internal research or development programs; (47) acquisition of new customers; (48) customer retention and/or
repeat order rate; (49) improvementsin sample and test processing times; (50) progress of partnered programs,
(51) partner satisfaction; (52) timely completion of clinical trials; (53) submission of 510(k)s or pre-market approvals
and other regul atory achievements; (54) milestones related to research development (including, but not limited to,
preclinical and clinical studies), product development and manufacturing; (55) expansion of salesin additional
geographies or markets; (56) research progress, including the development of programs; (57) strategic
partnerships or transactions (including in-licensing and out-licensing of intellectual property; and (58) other
measures of performance selected by the plan administrator.

Performance goals may be based on a company-wide basis, with respect to one or more business units,
divisions, affiliates or business segments, and in either absolute terms or relative to the performance of one or
more comparable companies or the performance of one or more relevant indices. The plan administrator is
authorized in its sole discretion to adjust or modify the calculation of aperformance goal in order to prevent the
dilution or enlargement of the rights of participants upon any circumstances deemed relevant. Specifically, the
plan administrator is authorized to make adjustmentsin the method of cal culating attainment of performance goals
asfollows: (i) to exclude the dilutive effects of acquisitions or joint ventures; (ii) to assume that any business
divested by the Company achieved performance objectives at targeted levels during the balance of a performance
period following such divestiture; and (iii) to exclude the effect of any stock dividend or split, stock repurchase,
reorganization, recapitalization, merger, consolidation, spin-off, combination or exchange of shares or other similar
corporate change, or any distributions to common stockholders other than regular cash dividends. In addition, the
plan administrator is authorized to make adjustmentsin the method of cal culating attainment of performance goals
asfollows: (i) to exclude restructuring and/or other nonrecurring charges, (ii) to exclude exchange rate effects, as
applicable, for non-U.S. dollar denominated net sales and operating earnings; (iii) to exclude the effects of changes
to generally accepted accounting standards required by the Financial Accounting Standards Board; (iv) to
exclude the effects of any itemsthat are “unusual” in nature or occur “infrequently” as determined under generally
accepted accounting principles; (v) to exclude the effects to any statutory adjustments to corporate tax rates; and
(vi) to make other appropriate adjustments determined by the plan administrator.

Other Stock Awards. The plan administrator may grant other awards based in whole or in part by reference
to our common stock. The plan administrator will set the number of shares under the stock award and all other
terms and conditions of such awards.

Changesto Capital Structure. Inthe event that there is a specified type of change in our capital structure,
such asastock split or recapitalization, appropriate adjustments will be made to (a) the class and maximum number
of shares reserved for issuance under the 2016 Plan, (b) the class and maximum number of shares by which the
share reserve may increase automatically each year, (¢) the class and maximum number of sharesthat may be
issued upon the exercise of 1SOs, and (d) the class and number of shares and exercise price, strike price, or
purchase price, if applicable, of all outstanding stock awards.

Corporate Transactions. In the event of certain specified significant corporate transactions, the plan
administrator has the discretion to take any of the following actions with respect to stock awards:

+ arrange for the assumption, continuation or substitution of a stock award by a surviving or acquiring
entity or parent company;

+ arrange for the assignment of any reacquisition or repurchase rights held by usto the surviving or
acquiring entity or parent company;

+  accelerate the vesting of the stock award and provide for itstermination prior to the effective time of the
corporate transaction;

+ arrangefor the lapse of any reacquisition or repurchase right held by us;
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»  cancel or arrange for the cancellation of the stock award in exchange for such cash consideration, if any,
as our plan administrator may deem appropriate; or

. make a payment equal to the excess of (a) the value of the property the participant would have received
upon exercise of the stock award over (b) the exercise price otherwise payable in connection with the
stock award.

Our plan administrator is not obligated to treat all stock awards, even those that are of the same type, in the
same manner.

Under the 2016 Plan, a corporate transaction is generally the consummation of (i) a sale or other disposition
of al or substantially all of our consolidated assets, (ii) a sale or other disposition of at |east 50% of our
outstanding securities, (iii) amerger, consolidation or similar transaction following which we are not the surviving
corporation, or (iv) amerger, consolidation or similar transaction following which we are the surviving corporation
but the shares of our common stock outstanding immediately prior to such transaction are converted or
exchanged into other property by virtue of the transaction.

Change of Control. The plan administrator may provide, in an individual award agreement or in any other
written agreement between a participant and us that the stock award will be subject to additional acceleration of
vesting and exercisability in the event of achange of control. Under the 2016 Plan, a change of control is generally
(i) the acquisition by a person or entity of more than 50% of our combined voting power other than by merger,
consolidation or similar transaction; (ii) aconsummated merger, consolidation or similar transaction immediately
after which our shareholders cease to own more than 50% of the combined voting power of the surviving entity;
(iif) aconsummated sale, lease or exclusive license or other disposition of all or substantially of our consolidated
assets; (iv) acomplete dissolution or liquidation; or (v) when amajority of the board of directors becomes
comprised of individuals whose nomination, appointment, or election was not approved by a mgjority of the board
of directors members or their approved successors.

Amendment and Termination. Our board of directors has the authority to amend, suspend, or terminate our
2016 Plan, provided that such action does not materially impair the existing rights of any participant without such
participant’ s written consent. No 1SOs may be granted after the tenth anniversary of the date our board of
directors adopted our 2016 Plan.

U.S. Federal Income Tax Consequences

Thefollowing isasummary of the principal United States federal income tax consequences to participants
and us with respect to participation in the 2016 Plan. This summary is not intended to be exhaustive and does not
discuss the income tax laws of any local, state or foreign jurisdiction in which a participant may reside. The
information is based upon current federal income tax rules and therefore is subject to change when those rules
change. Because the tax consequences to any participant may depend on his or her particular situation, each
participant should consult the participant’ s tax adviser regarding the federal, state, local and other tax
conseguences of the grant or exercise of an award or the disposition of stock acquired the 2016 Plan. The 2016
Planis not qualified under the provisions of Section 401(a) of the Code and is not subject to any of the provisions
of the Employee Retirement Income Security Act of 1974. Our ability to realize the benefit of any tax deductions
described below depends on our generation of taxable income as well as the requirement of reasonableness, the
provisions of Section 162(m) of the Code and the satisfaction of our tax reporting obligations.

Nonstatutory Stock Options

Generally, thereis no taxation upon the grant of an NSO if the stock option is granted with an exercise price
equal to the fair market value of the underlying stock on the grant date. Upon exercise, a participant will recognize
ordinary income equal to the excess, if any, of the fair market value of the underlying stock on the date of exercise
of the stock option over the exercise price. If the participant is employed by us or one of our affiliates, that income
will be subject to withholding taxes. The participant’s tax basis in those shareswill be equal to their fair market
value on the date of exercise of the stock option, and the
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participant’ s capital gain holding period for those shares will begin on that date. Subject to the requirement of
reasonabl eness, the provisions of Section 162(m) of the Code and the satisfaction of atax reporting obligation, we
will generally be entitled to atax deduction equal to the taxable ordinary income realized by the participant.

Incentive Stock Options

The 2016 Plan provides for the grant of stock options that are intended to qualify as “incentive stock
options,” as defined in Section 422 of the Code. Under the Code, a participant generally is not subject to ordinary
income tax upon the grant or exercise of an ISO. If the participant holds a share received upon exercise of an 1SO
for more than two years from the date the stock option was granted and more than one year from the date the
stock option was exercised, which is referred to as the required holding period, the difference, if any, between the
amount realized on a sale or other taxable disposition of that share and the participant’ s tax basisin that share will
be long-term capital gain or loss. If, however, a participant disposes of a share acquired upon exercise of an SO
before the end of the required holding period, which isreferred to as adisqualifying disposition, the participant
generally will recognize ordinary income in the year of the disqualifying disposition equal to the excess, if any, of
the fair market value of the share on the date of exercise of the stock option over the exercise price. However, if the
sales proceeds are | ess than the fair market value of the share on the date of exercise of the stock option, the
amount of ordinary income recognized by the participant will not exceed the gain, if any, realized on the sale. If the
amount realized on a disqualifying disposition exceeds the fair market value of the share on the date of exercise of
the stock option, that excess will be short-term or long-term capital gain, depending on whether the holding period
for the share exceeds one year.

For purposes of the alternative minimum tax, the amount by which the fair market value of a share of stock
acquired upon exercise of an | SO exceeds the exercise price of the stock option generally will be an adjustment
included in the participant’ s alternative minimum taxable income for the year in which the stock option is exercised.
If, however, there is a disqualifying disposition of the share in the year in which the stock option is exercised,
there will be no adjustment for alternative minimum tax purposes with respect to that share. In computing
alternative minimum taxable income, the tax basis of a share acquired upon exercise of an SO isincreased by the
amount of the adjustment taken into account with respect to that share for alternative minimum tax purposesin the
year the stock option is exercised.

We are not allowed an income tax deduction with respect to the grant or exercise of an SO or the disposition
of ashare acquired upon exercise of an | SO after the required holding period. If thereis adisqualifying disposition
of ashare, however, we will generally be entitled to atax deduction egual to the taxable ordinary income realized
by the participant, subject to the requirement of reasonableness and the provisions of Section 162(m) of the Code,
and provided that either the employee includes that amount in income or we timely satisfy our reporting
reguirements with respect to that amount.

Restricted Stock Awards

Generally, the recipient of arestricted stock award will recognize ordinary income at the time the stock is
received equal to the excess, if any, of the fair market value of the stock received over any amount paid by the
recipient in exchange for the stock. If, however, the stock is not vested when it isreceived (for example, if the
employeeisrequired to work for aperiod of timein order to have the right to sell the stock), the recipient generally
will not recognize income until the stock becomes vested, at which time the recipient will recognize ordinary
income equal to the excess, if any, of the fair market value of the stock on the date it becomes vested over any
amount paid by the recipient in exchange for the stock. A recipient may, however, file an election with the Internal
Revenue Service, within 30 daysfollowing his or her receipt of the stock award, to recognize ordinary income, as
of the date the recipient receives the award, equal to the excess, if any, of the fair market value of the stock on the
date the award is granted over any amount paid by the recipient for the stock.

The recipient’ s basis for the determination of gain or oss upon the subsequent disposition of shares
acquired from arestricted stock award will be the amount paid for such shares plus any ordinary income
recognized either when the stock is received or when the stock becomes vested.
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Subject to the requirement of reasonabl eness, the provisions of Section 162(m) of the Code and the
satisfaction of atax reporting obligation, we will generally be entitled to atax deduction equal to the taxable
ordinary income realized by the recipient of the stock award.

Restricted Stock Unit Awards

Generally, the recipient of arestricted stock unit award structured to conform to the requirements of
Section 409A of the Code or an exception to Section 409A of the Code will recognize ordinary income at the time
the stock is delivered equal to the excess, if any, of the fair market value of the stock received over any amount
paid by the recipient in exchange for the stock. To conform to the requirements of Section 409A of the Code, the
stock subject to arestricted stock unit award may generally only be delivered upon one of the following events: a
fixed calendar date (or dates), separation from service, death, disability or achangein control. If delivery occurs
on another date, unless the restricted stock unit award otherwise complies with or qualifies for an exception to the
requirements of Section 409A of the Code, in addition to the tax treatment described above, the recipient will owe
an additional 20% federal tax and interest on any taxes owed.

Therecipient’s basis for the determination of gain or loss upon the subsequent disposition of shares
acquired from arestricted stock unit award will be the amount paid for such shares plus any ordinary income
recognized when the stock is delivered.

Subject to the requirement of reasonabl eness, the provisions of Section 162(m) of the Code and the
satisfaction of atax reporting obligation, we will generally be entitled to atax deduction equal to the taxable
ordinary income realized by the recipient of the restricted stock unit award.

Stock Appreciation Rights

Generally, if astock appreciation right is granted with an exercise price equal to the fair market value of the
underlying stock on the grant date, the recipient will recognize ordinary income equal to the fair market value of
the stock or cash received upon such exercise. Subject to the requirement of reasonabl eness, the provisions of
Section 162(m) of the Code, and the satisfaction of atax reporting obligation, we will generally be entitled to atax
deduction equal to the taxable ordinary income realized by the recipient of the stock appreciation right.

Section 162(m). Section 162(m) of the Internal Revenue Code generally denies a deduction to any publicly
held corporation for compensation paid to certain “covered employees’ in ataxable year to the extent that
compensation to the covered employee exceeds $1,000,000. The Tax Cuts and Jobs Act of 2017 generally
eliminated the ability to deduct compensation qualifying for the “ performance-based compensation” exception
under Section 162(m) for tax years commencing after December 31, 2017, and as such, awards granted after
December 31, 2017 will not qualify for the “ performance-based compensation” exception.

New Plan Benefits

2016 Plan

Number of
Name and position( shares

Paul C. Grint, M.D., Chief Executive Officer —
Steve R. Martin, Chief Financial Officer —

All current executive officers as agroup —

All current directors who are not executive officers as agroup —
All employees, including al current officers who are not executive officers, as a group —

(1) No future awardsthat may be made under the 2016 Plan are currently determinable, asthere are no
guaranteed or contractually required awards. Future grants are subject to approval of our Board or the
applicable committee.
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2016 Plan Benefits

The following table setsforth, for each of the individuals and groups indicated, the total number of shares of
our common stock subject to awards that have been granted (even if not currently outstanding) under the 2016
Plan through December 31, 2018:

2016 Plan

Number of
Name and position shares
Paul. C. Grint, M.D., Chief Executive Officer 476,809
Steve R. Martin, Chief Financial Officer 165,119
All current executive officers as a group 641,928
All current directors who are not executive officers as agroup —
Each associate of any director or executive officer —
Each other person who received or isto receive 5% of rights under the 2016 Plan —
All employees, including all current officers who are not executive officers, asagroup 437,131

(1) Seefootnote 2 under the New Plan Benefits table above.

Equity Compensation Plan Information

The following table provides information as of December 31, 2018 with respect to our equity compensation

plans:
Number of
securities
remaining
Number of available for
securitiesto futureissuance
beissued Weighted- under equity
upon aver age exer cise compensation
exer cise of price of plans
outstanding outstanding (excluding
options, options, securities
warrants and warrants and reflected in
Plan Category rights rights column (a))
(a) (b) (c)
Equity compensation plans approved by
security holderst) 1,150,065 $ 308 446,226
Equity compensation plans not approved by
security holders® 4,210 $ 100.00 —
Total 1,154,275 $ 103.08 446,226

(1) The 2009 Plan, 2013 Plan and 2016 Plan.

(2) The2012 Plan.
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Proposal No. 5

Approval of Possible Adjournment of the Special Meeting

If AmpliPhi failsto receive a sufficient number of votes to approve Proposal Nos. 1, 2, 3 and 4, AmpliPhi may
propose to adjourn the Special Meeting, for a period of not more than 60 days, for the purpose of soliciting
additional proxiesto approve Proposal Nos. 1, 2, 3 and/or 4, as needed. AmpliPhi currently does not intend to
propose adjournment at the Special Meeting if there are sufficient votesto approve Proposal Nos. 1, 2, 3and 4. If a
quorum is present, the affirmative vote of the majority of votes properly cast on the proposal (including
“abstentions” but not “broker non-votes” as votes cast) isrequired to approve the adjournment of the Special
Meeting for the purpose of soliciting additional proxiesto approve Proposal Nos. 1, 2, 3 and 4.

THE AMPLIPHI BOARD OF DIRECTORSRECOMMENDS THAT THE AMPLIPHI SHAREHOLDERS
VOTE “FOR” PROPOSAL NO.5TO ADJOURN THE SPECIAL MEETING, IF NECESSARY, TO SOLICIT
ADDITIONAL PROXIESIF THERE ARE NOT SUFFICIENT VOTESIN FAVOR OF PROPOSAL NOS. 1, 2,3
AND 4. PROPOSAL NO. 11SCONDITIONED UPON THE APPROVAL OF PROPOSAL NOS. 1, 2, 3AND 4,
THEREFORE, THE APPROVAL OF EACH SUCH PROPOSAL ISREQUIRED TO CONSUMMATE THE
MERGER UNLESS THE PARTIESAGREE TO WAIVE SUCH CONDITION.
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AMPLIPHI BUSINESS

In addition to the information set forth below, please refer to the AmpliPhi 10-K and the other documents filed
with the SEC and incorporated by reference into this proxy statement for additional information regarding our
business.

Overview

We are aclinical-stage biotechnology company focused on precisely targeted bacteriophage therapeutics for
patients with serious and life-threatening antibiotic-resistant bacterial infections. Phages have a powerful and
highly selective mechanism of action that enables them to bind to and kill specific bacteria. We believe that
phages represent a promising means to treat bacterial infections, especially those that have devel oped resistance
to current therapies, including the so-called multi-drug-resistant or “ superbug” strains of bacteria. We area
leading devel oper of bacteriophage therapeutics. We are combining our expertise in the manufacture of drug-
quality bacteriophages and our proprietary approach and expertise in identifying, characterizing and devel oping
naturally occurring bacteriophagesto devel op state-of-the-art therapeutics. We are devel oping bacteriophage
products to combat multi- or pan-drug-resistant bacterial pathogens, leveraging advancesin sequencing and
molecular biology. We have devel oped certain bacteriophage combinations that we believe maximize efficacy and
minimize development of resistance. We currently have two product candidatesin clinical development, AB-SA01
and AB-PAO1 for the treatment of S. aureus infections, including methicillin-resistant S. aureus, or MRSA, and P.
aeruginosa infections, respectively. Based on funding availability, we would develop both product candidates for
the treatment of serious or life-threatening, multi-drug resistant infections.

We believe our bacteriophage technology may have unique application in the area of targeted medicine, and
in May 2017, weinitiated a new strategic emphasis on targeted therapies for serious or life-threatening antibiotic-
resistant infections. In particular, we believe our bacteriophage technology can be used to develop precisely
targeted therapies for patients who suffer from serious or life-threatening antibiotic-resistant bacterial infections
and who have limited or no other satisfactory treatment options. Moreover, we believe our ability to target
bacteriophage therapies for antibiotic-resistant infections, combined with the ability of bacteriophage to disrupt
biofilm and having the potential to re-sensitize drug-resistant populations to antibiotics, represents what could be
apowerful tool against the growing global challenge of antibiotic-resistant infections.

Under existing single-patient expanded access guidelines (also referred to as “ compassionate use”),
established by the regulatory agencies, we have provided targeted phage therapies to patients suffering from
severe antibiotic-resistant infections who have failed prior antibiotic therapies. We believe this strategic approach
not only provides potential benefit to patients who have few or no other acceptabl e therapeutic options, but also
generates the clinical and microbiological datafrom these cases that we expect to support the potential validation
of theclinical utility of phage therapy, identify the most promising indications for further clinical development of
our AB-SA01 and AB-PAOQL1 product candidates for S. aureus and P. aeruginosa, define optimal treatment
regimens, and inform our discussions with the U.S. Food and Drug Administration, or FDA, and other regulatory
agencies on defining a potential path to market approval. We areinitially making targeted phage therapies
available under the appropriate regulatory expanded access guidelinesin the United States and in Australia, where
we collaborate with select |eading hospitals and key infectious disease physician opinion leadersto identify
eligible patients. We believe that the United States and Australia have favorable regulatory frameworks and
clinical expertise with respect to treating patients under single-patient expanded access guidelines.

In September 2018, we announced that we had received the official minutes from our August 2018 Type B Pre
-IND meeting with the FDA regarding our proposed clinical development of AB-SAO01 for the treatment of S.
aureus bacteremiainfections as well as patients with ahip or knee prosthetic joint infection dueto S. aureus. The
FDA expressed general agreement with our proposed clinical trial designs and, based on the current FDA
feedback, no additional clinical or nonclinical data are required to proceed with two proposed randomized clinical
trials. Thefirst such clinical trial would be a Phase 1/2 randomized, controlled clinical trial to evaluate the safety
and efficacy of AB-SA01, administered intravenously with the best avail able antibiotic therapy, compared to
placebo plus best available antibiotic therapy, in approximately

125




TABLE OF CONTENTS

100 patients with S. aureus bacteremia. The second such clinical trial would be a Phase 1/2 randomized, controlled
clinical tria to evaluate the safety and efficacy of AB-SA01, administered by intra-articular injection and then
intravenously with the best available antibiotic therapy, compared to placebo plus the best available antibiotic
therapy, in approximately 100 patients with a hip or knee prosthetic joint infection due to S. aureus as an adjunct
to surgical treatment. We expect that we would produce our proprietary bacteriophage therapeutics for these
clinical trials at our wholly owned manufacturing facility, which is good manufacturing practices (GMP) certified
by the governmental authoritiesin the jurisdiction in which it operates. We believe our GMP-facility hasthe
capacity to produce our proprietary bacteriophage therapeutics for these clinical trials through a potential filing of
abiologics license application and potential approval.

In September 2018, we also received positive feedback from the FDA regarding our clinical development
plansfor AB-PAO1 for the treatment of P. aeruginosa infections. Resistant P. aeruginosa is designated as
‘Priority 1: Critical’ pathogen on the World Health Organization’s Priority Pathogens List and as‘ Serious Threat’
by the U.S. Centersfor Disease Control and Prevention. The FDA expressed general agreement with our proposed
clinical trial designs and, based on the current FDA feedback, no additional clinical or nonclinical dataare required
to proceed with two proposed randomized clinical trials. Thefirst such clinical trial would be a Phase 1/2
randomized, controlled clinical trial to evaluate the safety and efficacy of AB-PAOQL, administered intravenously
with the best available antibiotic therapy, compared to placebo plus best available antibiotic therapy, in
approximately 100 patients with hospital-acquired and ventilator-associated pneumonia due to P. aeruginosa. The
second clinical trial would be a Phase 1/2 randomized, controlled clinical trial to evaluate the safety and efficacy of
AB-PAO01, administered intravenously with the best avail able antibiotic therapy, compared to placebo plus best
available antibiotic therapy, in approximately 100 patients with P. aeruginosa bacteremia.

In addition, in September 2018 we provided updated topline clinical results for our ongoing single-patient
expanded access program. 84% of patients achieved treatment success (physician’s assessment) at the end of
bacteriophage therapy, defined as complete resolution or significant improvement of baseline signs and
symptoms. We have now received clinical outcome resultsfor 21 of the patients provided with our investigational
bacteriophage therapeutics, across seven hospital's, and with serious or life-threatening infections not responding
to antibiotic therapy.
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C3J BUSINESS

Overview

C3Jisaclinical-stage biotechnology company focused on the discovery and development of novel, targeted
antimicrobials using its proprietary synthetic bacteriophage (phage) platform, or Synthetic Phage Platform, and its
specifically targeted antimicrobial peptide, or STAMP, platform. Natural or wild type phages have a powerful and
highly selective mechanism of action that enables them to bind to and destroy specific bacteria. The use of
synthetic biology tools enables C3Jto engineer natural phage in ways that further improve their antimicrobial
activity making them highly effective weaponsin the fight against various multidrug-resi stant bacterial infections.
C3J slead product candidate derived from the Synthetic Phage Platform is a synthetic phage for P. aeruginosa for
the treatment of respiratory infections (including hospital -, ventilator- and healthcare-associated pneumonia; as
well as cystic fibrosis) and other infections. C3J anticipates advancing the P. aeruginosa synthetic phage into the
clinicin 2019. Further, C3J believes that successful development of a synthetic phage targeting S. aureus would
increase the number of treatable patients with, and market for the treatment of, respiratory and other infections.
C3J spipeline aso includes a program partnered with a U.S.-based multinational pharmaceutical company to
develop synthetic phage against pathogens responsible for alarge market indication. In addition to these more
advanced programs, C3J has additional effortsto target other major pathogens of infectious disease (including
ESK APE pathogens) and preventable disease of the microbiome, with its platform technologies, collectively
referred to herein as Synthetic Phage Product Candidates and STAMPs. C3Jis also developing a synthetic phage
targeting S. mutans using C16G2, a STAMP with specificity for S. mutans.

The following chart summarizes the status of C3J s product candidate development programs:

Indication/Target Preclinical Phase 1 Phase 2 Key Commentary

Pa and Sa phage cover ~60% of HAP/NAP

Respiratory Infections o " R 1 Fiu
i '¢' market; Major predictor of morbidity and
Synthetic phage for Pa, Sa Y mortality in CF

Undisclosed Indication ;
Synthetic phage for pathogens I ¢'
driving large healthcare cost .

Partnered with U.S.-based multinational
pharmaceutical company

MDR Infections Addresses additional medical need in
Synthetic phage for other D ¢ respiratory indications; Enables pursuit of
ESKAPE pathogens (Kp, Ec) other indications, e.g. cUTI

S. mutans-targeted antimicrobial peptide
(C16G2) engineered into phage genome

Microbiome (Dental Caries)
¢7- and produced locally at site of biofilm

Synthetic Phage for S. mutans

Sa: Sfaphylococcus aureus; Pa gl ; HAP: Hospital-acquired pneumonia; VAP: Ventilator-associated pneumonia; CF: Cystic Fibrosis; Kp: Klebsiells pneumoniae;
Ec: Eschenichia coli; cUTI: Complicated Urinary Tract Infection

The Need for New Anti-Infective Ther apies

The rapid and continuous emergence of multi-drug-resistant bacteria has become aglobal crisis. The
dramatic rise in multi-drug-resistant bacteria and the lack of new antibiotics in the pipeline has prompted callsto
action from many of the world’'s mgjor health bodies such as The Centers for Disease Control and Prevention, or
the CDC, and the World Health Organization, or the WHO, who warn of an “antibiotic cliff” and a“post-antibiotic
era.” In 2009, the European Antimicrobial Resistance Surveillance System concluded that “the loss of effective
antimicrobial therapy increasingly threatens the delivery of crucial health servicesin hospitals and in the
community.” This conclusion was reinforced by The Antimicrobial Availability Task Force of the Infectious
Diseases Society of Americaand the European Centre for Disease Prevention and Control in conjunction with the
European Medicine Agency.

Despite this crisis, the number of novel anti-infective therapies currently in development is at historically-low
levels. The CDC estimates that more than two million peoplein the United States acquire an antibiotic-resistant
infection each year and more than 23,000 of these prove fatal. In areport filed in September 2016, a Reuters
analysis found that nationwide, drug-resistant infections were mentioned as contributing or causing the death of
more than 180,000 people. According to areport commissioned by the U.K. government and published in
May 2016, it is estimated that 700,000 people die yearly from drug-resistant infections worldwide and by 2050 that
number could reach 10 million. It is estimated that
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50% of hospital-acquired infections are resistant to first-line anti-infective therapies. The cumulative annual cost
for treating resistant bacterial infectionsin the United States aloneis estimated to be $20 billion, and it isfurther
estimated that by 2050 the cumulative annual cost to global economic output could reach $100 trillion. C3J
therefore believesthereis apressing need to find alternative antibacterial therapies.

Anti-Infective Therapeutics Market

The market opportunity for antibioticsislarge, with the market estimated to reach $44.7 billion in annual sales
globally in 2020. Almost one in every five deaths worldwide occurs as aresult of infection and, according to the
WHO, many bacterial infectionswill become difficult or impossible to cure as the efficacy of current antibiotic
drugs wanes. Despite the advancesin antimicrobial and vaccine development, infectious diseases still remain as
the third-leading cause of death in the United States and the second-leading cause of death worldwide.

The number of new antibiotics approved by the U.S. Food and Drug Administration, or FDA, and other
global regulatory authorities has declined consistently over the last two decades. According to the PEW
Charitable Trusts report, as of March 2017 there were an estimated 41 new antibioticsin clinical development for
the U.S. market. Historically, the success rate from Phase 1 to marketing approval isonly onein five for infectious
disease products. C3J therefore believesthereis aneed for new approachesto treat serious bacterial infections.
Hospital-acquired (nosocomial) infections are amajor healthcare problem throughout the world, affecting
developed countries as well as resource-poor countries. The WHO reports that hospital-acquired infections are
among the major causes of death and increased morbidity among hospitalized patients and estimates that more
than 1.4 million people per year worldwide suffer from infectious complications from ahospital stay.

In 2016, the CDC reported that in the United States, approximately 4% of all patients admitted to a hospital
will be affected by a hospital-acquired infection during their stay, typically requiring extended stays and additional
care. The Cystic Fibrosis Foundation estimates that P. aer uginosa accounts for 10% of all hospital-acquired
infections.

Compounding the above situations is the alarming and continuing rise in the preval ence of multi-drug-
resistant bacterial infections. This, coupled with the lack of new antibioticsin current discovery and devel opment
pipelines, has generated a significant clinical management problem worldwide, leading to increasesin morbidity
and mortality due to these antibiotic-resistant bacteria as well asincreasesin healthcare costs.

Anti-Infective Treatmentswith Bacteriophages

Background

Bacteriophage therapy has the potential to be an alternative method of treating bacterial infection. Phages,
among the most abundant life form on Earth, are natural predators of bacteria. The name “ bacteriophage”
translates as “ eaters of bacteria’ and reflects the fact that as they grow, phageskill the bacterial host by
multiplying inside and then bursting through the cell membrane in order to rel ease the next generation of phages.
Phages can differ substantially in morphology and each phage is active against a specific range of agiven
bacterial species. Phages werefirst discovered in 1915 at the Institut Pasteur and were shown to kill bacteriataken
from patients suffering from dysentery. Furthermore, it was noted that phage numbers rose as patients recovered
from infection, suggesting a direct association.
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Life Cycle of a Bacteriophage
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Until the discovery of effective antibiotics, phages were used as an effective means of combating bacterial
infection. When broad-spectrum antibi otics came into common use in the early 1940s, the use of phages to combat
bacterial disease fell out of favor, with antibiotics being seen for many years as the superior treatment. This
attitude persisted until the development of the wide-ranging, and in some casestotal, resistance to antibiotics
seen within the last 10 years.

Phages have the potential to provide both an alternative to, and a synergistic approach with, antibiotic
therapy. Since they use different mechanisms of action, phages are unaffected by resistance to conventional
antibiotics. Phages containing certain enzymes also have the ability to disrupt bacterial biofilms, which can
increase the effect of chemical antibiotics when used in combination with them.

C3J Platform Technologies

Synthetic Phage Platform and Synthetic Phage Product Candidates

In February 2018, C3J acquired its Synthetic Phage Platform from Synthetic Genomics, Inc., which such
transaction is referred to herein as the Synthetic Phage Platform Acquisition. In connection with the Synthetic
Phage Platform Acquisition, C3J assumed, from Synthetic Genomics, a partnership program with aU.S.-based
global pharmaceutical company. C3J also acquired one of its|ead synthetic phage product candidates for P.
aeruginosa respiratory infections as part of the Synthetic Phage Platform Acquisition.

C3J s Synthetic Phage Platform is a proprietary synthetic bacteriophage platform for the treatment of various
multi-drug-resistant bacterial infections. Bacteriophages are the most abundant life form on earth and are natural
predators of bacteria. Bacteriophages can exist in harmony with their prey; however, can be specifically
engineered to enhance their killing ability. The abundance of bacteriophages and their ability to proliferate means
potentially low manufacturing expenses to produce phage as therapeutics.
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The following charts summarize C3J s Synthetic Phage Platform.

Phage Discovery and Phenotyping. C3Jscientists
actively hunt phage from avariety of natural habitats and
clinical samples. C3J slarge library of multi-drug-resistant
pathogens (e.g. ESKAPE pathogens) and microbiome
targets aids in identification of the optimal phage chassis
for downstream engineering.

Bioinfor matics Power sEngineering. In partnership with
Synthetic Genomics, C3J employs next-generation
sequencing, and a proprietary sequencing database and
software, for analysis of phage.

Engineering Phageto Confer Desirable

Properties. C3J steam of molecular biol ogists engineer
desirable phenotypes to phage that enable wide host
range, payload expression, biofilm degradation, resistance
prevention, and bioactive peptide display.

Formulation and GMP Production C3J's 35,000 sg.ft.
facility is equipped with GM P manufacturing suites that
enable phage production, purification, and product
release.

Asillustrated above, development of synthetic phage products that target a specific pathogen begins with
the isolation of phage from environmental and clinical samples. | solated phage are screened against C3J slarge
library of ESKAPE pathogens and microbiome targets to identify optimal phage chassis suitable for downstream
engineering. Engineering efforts begin with sequencing of the phage genome using next-generation sequencing
technology and bioinformatic analysis performed in partnership with Synthetic Genomics. The genome and
bi oinformatic information elucidate phage identity and genome structure which is used by C3J steam of molecular
biologists to engineer desirable phenotypes and improve phage pharmacology.

Synthetic phage are examined in preclinical studiesto determine pharmacological and toxicol ogical
parameters that can be used to determine clinical dosing rationale.
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Proprietary STAMP Platform and C16G2

Proprietary STAMP Platform

STAMPs are designed by first identifying targeting domains in bacterial genomes using genomic mining
techniques. An antimicrobial peptide isthen linked to the targeting domain, directing the antimicrobial activity to a
specific pathogen or group of pathogens of choice within amicrobial community. The platform technology allows
the STAMP to effectively re-engineer the microbiota by selectively killing the targeted pathogen while sparing the
remaining healthy microorganisms within the indigenous microflora. In contrast to this targeted approach, broad-
spectrum antibiotics indiscriminately kill both beneficial and pathogenic bacteria. Treatment with STAMPsresults
in biofilm communities that remain intact and “ healthier” after treatment, serving as abarrier to prevent reinfection.
A STAMP platform proof-of-concept has been demonstrated with C16G2 advancing to human clinical trials.

\i! };‘F Targeting domain _——

- i P '.‘“
=il N ~ ‘?."
S\ o= L4

Genome mining
Targeted Keystone

bacteria eliminated

STAMP

Treatment Outgrowth

Microbial dysbiosis caused Restored environmental balance
by Keystone pathogen with microbiome preservation resulting in a healthy microbiome

C16G2 and Synthetic Phage Targeting S. mutans

C3J s most advanced molecule from its proprietary STAMP Platform is referred to as C16G2. Administered as
atopical product, C16G2 targets S. mutans, recognized as the major causative agent of dental caries (tooth
decay/cavities). The market potential for C16G2 is substantial. Thereis currently no product that eliminates S.
mutans effectively; professional dental cleanings and certain broad-spectrum oral rinses only temporarily lower
levelsof S. mutans, but do so indiscriminately, thereby impacting the normal healthy floraand oral microbiome.
Tooth decay and its prevention is the primary reason people routinely visit the dentist. The U.S. Surgeon General
has called dental caries an epidemic, and in fact, dental caries are the most chronic childhood disease; five times
more common than asthma, the second most chronic childhood disease in the United States. Preval ence reaches
approximately 80% by age 17, and according to WHO, 60 —90% of school children and nearly 100% of adults have
dental cariesworldwide. Annual U.S. expenditures on oral health exceed $100 billion, with more than half caries-
related.

The C16G2 peptide consists of two functional regions: a S. mutans-selective ‘targeting region’ comprised of a
fragment of the S. mutans competence stimulating peptide; and a broad-spectrum antimicrobial peptide. C3J' s
research has shown that C16G2 is bactericidal viaamembrane disruption mechanism similar to other antimicrobial
peptides. The speed of C16G2’s bactericidal activity against S. mutans confersits antimicrobial specificity and
provides for convenient administration by routes currently employed in dental practices. C16G2 is also bactericidal
against early-stage and mature S. mutans biofilms and demonstrates selectivity for S. mutansin planktonic and
biofilm-associated mixed culture systems. In vitro protective colonization is a distinguishing feature of the C16G2
drug candidate. For instance, multi-species biofilms from which S. mutans has been eliminated by C16G2 resist re-
colonization by S. mutans, thus demonstrating the distinguishing feature of this drug candidate. This product
profile of C16G2 supportstherationalefor it to be administered as atopical oral product to selectively kill S.
mutans while not affecting the other speciesin the oral microbiome.

C16G2 has been investigated in several clinical trias, including Phase 2 clinical trials under an Investigational
New Drug, or IND, application. Studies conducted to date have demonstrated an acceptable
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safety and tolerability profile of the drug while demonstrating a selective reduction of S. mutansin the oral cavity.
Given thelength and cost of pursuing alarge Phase 2 trial or apivotal Phase 3 trial, C3J elected not to proceed,
and instead seek alternativesto lower STAMP cost of goods.

One such promising alternative is a synthetic phage targeting S. mutans. C3J s ability to manufacture phage
in-house dramatically lowers the cost of goods compared to a STAMP. C3J has acquired the rightsto use, for
research and development purposes, a natural S. mutans phage. If the phage proves suitable for engineering, C3J
plansto produce a synthetic phage engineered with C16G2. It is possible that delivering such a synthetic phage
will reduce the number of doses required to substantially eliminate S. mutans. C3J s prior efforts developing
formulations for C16G2 positionsit well to develop effective and convenient product candidates that serve a
number of market segments, including the pediatric, adolescents, professionally-applied, and at-home application
market segments. C3J plans to seek partnersto continue clinical testing of C16G2-expressed in a synthetic phage.

To complement C16G2, C3J has also devel oped a polymerase chain-reaction, or PCR, based diagnostic assay.
This assay has been extensively used during the course of C3J s C16G2 clinical program to provide data on the
antimicrobial efficacy of C16G2 against S. mutans and will aid in the diagnosis of subjects’ S. mutans levelsfor
entrance to therapy and monitoring the effect of treatment.

Market Opportunity for Treatment of Dental Caries

In the United States, there are approximately 20 million children ages 6 — 18 with uncontrolled dental caries, as
evidenced by prior caries. A significant proportion of these children are Medicaid and Children’s Health Insurance
Program (CHIP) eligible, and it is noteworthy that children below the Federal Poverty Level have three timesthe
amount of decay. Thereisagreat opportunity for market expansion by identifying individuals who are at risk by
microbiological assessment. C3J has been devel oping alab-based test based on PCR technology to identify those
people with high S. mutanslevels. C3J believes the addressable market can be increased by targeting the very
young with varnish, aswell as adults, and people with dry mouth. Similarly, C3J believes the opportunity is
significant in the rest of the world. Germany, Italy, and France are the world's 3'9, 41 and 5™ largest dental markets,
respectively, and the EU is expected to spend approximately 93 billion Euros by 2020, exceeding the costs of
cancer, heart disease, stroke, and dementia. Brazil, the largest dental market among the emerging countries, hasthe
highest number of practicing dentists in the world — more than 260,000. In China, professional products continue
to outpace the larger consumer market, with annual market growth exceeding 20%. Smaller countries such as
Australia, with a popul ation of approximately 25 million, spend more than $9 hillion on oral health annually, with
dental caries aleading cause of burden among children.

Opportunities for Other Infections

C3J can also use the STAMP technology to identify peptides that may have therapeutic valuein certain
medical applications outside of oral healthcare, where maodification of the ecology of the biofilm isimportant. Such
disease areas are normally affected by the overuse of broad-spectrum antibiotics. In some cases, antibiotic
resistance and recurrence of disease (in more serious forms) can result. Thisis an area of therapeutic intervention
where narrow spectrum antibiotics, which can be produced using the STAMP platform, could have advantages
(i.e. killing one specific pathogen and leaving the remainder of the healthy microbiome intact).

Preclinical and Clinical Development Programs
Synthetic Phage Product Candidates

Synthetic phage product candidate for P. aeruginosa respiratory infections

Preclinical Studies. C3J hasisolated, sequenced and characterized alibrary of phage to identify a candidate
phage targeting P. aeruginosa. C3J has selected several chassis and has engaged in several preclinical studiesto
establish arespiratory infection model, and to test synthetic phage product candidates targeting P. aeruginosa to
determine their pharmacological parameters. C3J plans to complete these studies during the first half of 2019 to
present to the FDA.
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Clinical Studies. C3Jplanstoinitiate a Phase 1b study of P. aeruginosa synthetic phage for respiratory
infections in the second half of 2019, in subjects with lung infections. However, the commencement of Phase 1b
clinical trialsis subject to approval by the FDA and acceptance of the IND application for the drug candidate.

Synthetic phage product candidate for S. mutans for dental caries

Preclinical Development. C3Jhasidentified several natural phages with promising antimicrobial activity
against S. mutans. C3J has evaluated these natural phages to determine suitability for engineering, and
engineering efforts have initiated with a candidate phage. Using its Synthetic Phage Platform, C3J plansto
engineer natural S. mutans phage to express C16G2, a peptide that specifically targets S. mutans. C3Jmay also
consider engineering additional antimicrobia elementsto improve the overall pharmacology of the synthetic
phage candidate.

C3J has extensive experience conducting dental clinical trials with microbiological endpoints and anticipates
the ability to efficiently conduct clinical evaluation of a S. mutans-targeted synthetic phage after discussionswith
the FDA. Clinical work with S. mutans synthetic phage will likely initiate using microbiological endpointsto
determine antimicrobial activity in the oral cavity.

Synthetic phage product candidates for other ESKAPE pathogens

C3Jhasalso isolated phage targeting ESK APE pathogens that are currently being eval uated for engineering
suitability.

STAMP Platform

C16G2 in Dental Caries

Results of Phase 2 Clinical Trials. The C16G2 dental product candidate has been investigated in several
clinical trials, including Phase 2 clinical trialsin the United States under an IND application. These studies enabled
the drug to be tested in a number of different formulations and dosing regimens. The studies have demonstrated
an acceptable safety and tolerability profile of the drug while demonstrating a selective reduction of S. mutansin
the oral cavity.

Although C16G2 delivered in agel, and as a varnish and tooth strip combination, showed promise, too few
subjects demonstrated durable suppression of S. mutans to advance to a Phase 3 caries endpoint trial. Given the
length and cost of pursuing alarge Phase 2 trial or apivotal Phase 3 trial, C3J elected not to proceed, and to
instead seek alternativesto lower STAMP cost of goods such as synthetic phage.

Collaborationsand Licenses

UCLA Agreement

C3Jwas granted an exclusive license to its proprietary STAMP platform pursuant to the terms of an exclusive
license agreement, dated April 24, 2007, as amended from time to time, or the UCLA Agreement, with The Regents
of the University of California, or UCLA, including rights to develop and commercialize any products developed
using the STAMP platform. In exchange for the exclusive license, UCLA was entitled to receive from C3Jan
upfront payment, and is entitled to receive, for the term of the UCLA Agreement, milestone paymentstied to the
achievement of product development and regulatory milestones, and royalty payments based on net sales of
products devel oped using the STAMP platform, subject to certain reductions. C3J must diligently proceed with
the development, manufacture and sale of the products developed using the STAMP platform. Unless earlier
terminated pursuant to other provisions of the UCLA Agreement, the UCLA Agreement will be effective for the
life of the last-to-expire patent related to the STAMP platform, or until the last patent application licensed under
the UCLA Agreement is abandoned, provided that no licensed patent isissued.

Research Collaboration and Option to License Agreement

In connection with the Synthetic Phage Platform Acquisition, C3J assumed from Synthetic Genomicsits
rightsin a Research Collaboration and Option to License Agreement, dated May 24, 2017, or the
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Research and Option Agreement, with aU.S.-based multinational pharmaceutical company, or Pharma Co.
Pursuant to the terms of the Research and Option Agreement, the parties engaged in research of engineered
phage, or acombination of two or more engineered phages, that infect specific bacteria, pursuant to the criteria set
forth in the research plan. The partiesintend for the phage to be engineered for awide host range, expressing anti-
biofilm and antimicrobial payloads.

C3J granted to Pharma Co. an exclusive, worldwide license (even asto C3J) in its patent rights, and its
interest in any joint patent rights, with the right to grant and authorize sublicenses, for any and all uses of any
product candidates, or products, developed through the research plans set forth in the Research and Option
Agreement in aspecific field of use. Further, C3J granted to Pharma Co. an exclusive, worldwide license, with the
right to grant and authorize sublicenses, in its background intellectual property and know-how, solely to make,
have made, use, import, offer to sell and sell (but not genetically modify) the product candidates, or products,
developed through the research plans set forth in the Research and Option Agreement in the specific field of use.

C3Jwill be entitled to milestone payments tied to the achievement of product devel opment and regulatory
milestones, and royalty payments based on net sales of products developed pursuant to the Research and Option
Agreement.

Each party to the Research and Option Agreement is responsible for its costs and expenses in connection
with the research program. Unless the Research and Option Agreement is terminated by Pharma Co., it will
continue in full force and effect until one or more products devel oped thereunder has received marketing
authorization and, thereafter, until expiration of all royalty obligations thereunder. Upon expiration of the Research
and Option Agreement, Pharma Co.’ s licenses pursuant to the Research and Option Agreement will become fully
paid-up, perpetual licenses.

Competition

The development and commercialization of new drugsis highly competitive. C3Jwill face competition with
respect to all product candidates C3J may develop or commercialize in the future from pharmaceutical and
biotechnology companies worldwide. The key factors affecting the success of any approved product will be its
efficacy, safety profile, drug interactions, method of administration, pricing, reimbursement and level of
promotional activity relative to those of competing drugs.

The majority of phage companies are focused on aspects outside of human health such as agriculture, food,
environmental, veterinary, biocontrol, manufacturing, and diagnostics. There are a handful of small biotechnology
companies devel oping bacteriophage products to treat human diseases. Other than AmpliPhi’s ongoing clinical
development, there are, to the knowledge of C3J, at least two corporate-sponsored clinical trials, sponsored by
Pherecydes Pharma (burn wounds) and Intralytix (inflammatory bowel disease). To the knowledge of C3J, several
biotechnology companies, including BiomX, iNtRON Bio (in collaboration with Roivant Sciences), Phagel ux, Inc.,
EnBiotix, Inc., Fixed-Phage Ltd., Locus Biosciences, Inc., Phagomed Biopharma GmbH, Phi Therapeutics, Inc.,
TechnoPhage, SA, and LytPhage, Inc., aswell as academic institutions, have earlier stage discovery programs
utilizing naturally occurring phages or synthetic biology approaches. Locus Biosciences recently entered into a
collaboration and license agreement with Johnson and Johnson Innovation LL C to devel op engineered phage.

C3J s bacteriophage programs may compete with or be synergistic with currently approved antibiotics, and
experimental approaches such asnovel antibiotics, antimicrobial peptides, antimicrobial vaccines, metals,
antisense, monoclonal antibodies and possibly microbiome manipulation.

C3J spotential competitors may also have substantially greater financial, technical, and personnel resources
than C3J. In addition, many of these competitors may have significantly greater commercial infrastructures. C3J s
ability to compete successfully will depend largely on its ability to leverage its collective experience in drug
discovery, development and commercialization to:

»  discover and develop medicinesthat are differentiated from other productsin the market,
*  obtain patent and/or proprietary protection for C3J s products and technol ogies;

+  obtain required regulatory approvals;
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. obtain acommercial partner;
+ commerciaizeitsdrugs, if approved; and
*  attract and retain high-quality research, development and commercial personnel.

Salesand Marketing

Because C3Jisfocused on discovery and development of its product candidates, it currently has no sales,
marketing or distribution capabilitiesin order to commercialize any approved product candidates. If C3J s product
candidates are approved, C3J intends either to establish a sales and marketing organization with technical
expertise and supporting distribution capabilitiesto commercialize its products, or to outsource this function to a
third party.

L ease and Facilities

C3Jleases a 35,453 square foot office, and research and development space, located in Marinadel Rey,
California. Theten-year |lease commenced on January 1, 2012 and includes an option to extend the |ease term for
an additional ten years. The facility has microbiology |aboratories dedicated to the discovery of novel targeted
antimicrobials. Research and development capabilities are also in place for phage/peptide production and
purification, aswell as drug product formulation capabilities for oral, topical, luminal, and parenteral dosage forms
for both phage and peptides. The facility is equipped with cGM P drug manufacturing suites (licensed by
California Department of Public Health) enabling production, purification, and release of clinical trial material. C3J
believesthat its current facilities will adequately meet its needsin the near term.

Manufacturing

Although C3J sfacilities are capable of manufacturing its product candidates, C3J also currently relies, and
may continueto rely on, third-party contract manufacturers for the manufacture of certain raw materials or other
components of its product candidates that it may develop for clinical testing, aswell asfor commercialization.

Employees

Asof January 15, 2019, C3J had 32 full-time employees and two full-time equivalent consultants and one part-
time consultant. Of the 32 full-time employees, 24 employees were engaged in research and devel opment activities
and eight employees were engaged in finance, legal, human resources, facilities and general management. C3J
does not have any collective bargaining agreements with its employees, has not experienced any work stoppages,
and believesitsrelations with its employees are good.

Intellectual Property

C3Jwill be ableto protect its technology and products from unauthorized use by third parties only to the
extent it is covered by valid and enforceable patents or such knowledge is effectively maintained as trade secrets.
Patents and other proprietary rights are thus an essential element of C3J s business. C3J also relies on trade
secrets, know-how, continuing technological innovation, existing exclusive licenses, and licensing opportunities
to develop and maintain its competitive position.

C3J ssuccesswill depend in part onits ability to obtain and maintain patent rights, exclusive licenses, and
other proprietary protection for its current and future product candidates, technology and know-how, to operate
without infringing on the proprietary rights of others, and to prevent others from infringing its proprietary rights.
C3J seeksto protect its proprietary position by, among other methods, filing United States and foreign patent
applicationsrelated to its proprietary technology, inventions and improvements that are important to the
development of its business, and maintaining its exclusive licenses with key partners.

C3Jownsor has exclusive rightsto 15 United States and 24 foreign issued patents and allowed patent
applications, and one United States, 14 foreign pending patent applications, and two pending PCT applications
designating all countries, relating to its Synthetic Phage Platform and STAMP platform and its use in the
development of C3J s product candidates and products, including, without limitation, its
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Synthetic Phage Product Candidates and C16G2. C3J' s current patent portfolio broadly coversthe United States
and other jurisdictions worldwide.

Issued and allowed United States patents that cover C3J s Synthetic Phage Platform and STAMP platform
will expire between 2019 and 2035, excluding any patent term extensions that might be available following the grant
of marketing authorizations. | ssued patents outside of the United States directed to C3J' s Synthetic Phage
Platform and STAMP platform will expire between 2026 and 2029. C3J has pending patent applicationsfor its
Synthetic Phage Platform, STAMP platform, Synthetic Phage Product Candidates, and C16G2 that, if issued,
would expire in the United States and in countries outside of the United States between 2031 and 2038, excluding
any patent term adjustment that might be available following the grant of the patent and any patent term
extensions that might be available following the grant of marketing authorizations.

Pursuant to the UCLA Agreement, UCLA granted C3J an exclusive license to certain patents and know-how
relating to C3J s STAMP platform. The UCLA Agreement imposes various diligence, milestone payment, royalty
payment, insurance, indemnification, and other obligations on C3J.

C3J strademarks are protected under the common law and/or by registration in the United States and other
countries. C3J seeksto protect its proprietary processes, in part, by confidentiality agreements and invention
assignment agreements with its personnel, including consultants and commercial partners. These agreements are
designed to protect C3J' s proprietary information.

Government Regulation and Product Approval

Government authoritiesin the United States, at the federal, state and local level, and other countries
extensively regulate, among other things, the research, devel opment, testing, manufacture, quality control,
approval, labeling, packaging, storage, record-keeping, promotion, advertising, distribution, post-approval
monitoring and reporting, marketing and export and import of products such as those C3J are devel oping.

United States Product Development Process

In the United States, the FDA regulates biological products under the Federal Food, Drug and Cosmetic Act,
or FDCA, and the Public Health Service Act, or the PHS Act, and related regulations. Biological products are also
subject to other federal, state and local statutes and regulations. The process of obtaining regulatory approvals
and the subsequent compliance with appropriate federal, state, local and foreign statutes and regulations require
the expenditure of substantial time and financial resources. Failure to comply with the applicable FDA
requirements at any time during the product development process or approval process, or after approval, may
subject an applicant to administrative or judicial sanctions. FDA sanctions could include refusal to approve
pending applications, withdrawal of an approval, aclinical hold, warning letters, product recalls, product seizures,
total or partial suspension of production or distribution injunctions, fines, refusals of government contracts,
restitution, disgorgement or civil or criminal penalties. Any agency or judicia enforcement action could have a
material adverse effect on C3J. The process required by the FDA before abiological product may be marketed in
the United States generally includes the following:

+  completion of preclinical laboratory tests, animal studies and formulation studies according to good
laboratory practice requirements, or GLP, or other applicable regulations;

+  submission to the FDA of an IND, which must be granted before human clinical trials may beginin the
United States or internationally if submitting resultsto the FDA,;

+  performance of adequate and controlled human clinical trials according to the FDA’ s regulations
commonly referred to as good clinical practices, or GCPs, and any additional requirements for the
protection of human research subjects and their health information, to establish the safety and efficacy
of the proposed biological product for itsintended use or uses;

+  submission to the FDA of aBiologics License Application, or BLA, for anew biological product;
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+  satisfactory completion of an FDA pre-approval inspection of the manufacturing facility or facilities
where the biological product is produced to assess compliance with the FDA’s cGMP regulations, to
assure that the facilities, methods and controls are adequate to preserve the biological product’s
identity, strength, quality and purity;

*  potential FDA inspection of the nonclinical study sites and clinical trial sitesthat generated the datain
support of the BLA; and

. FDA'’ s approval of the BLA which must occur before abiological product can be marketed or sold.

The lengthy process of seeking required approvals and the continuing need for compliance with applicable
statutes and regulations reguire the expenditure of substantial resources even when approvals are inherently
uncertain.

The strategies, nature, and technologies of STAMP and bacteriophage products are different from the
conventional antibiotic therapy products. From the regulatory requirements established to ensure the safety,
efficacy and quality of STAMP and bacteriophage preparations, there are several major pointsto consider during
the devel opment, manufacturing, characterization, preclinical study and clinical trial of STAMP and bacteriophage
products. The major issues include:

o STAMP preparation design;

+  phage preparation design (single agent versus phage mixes and wild-type phage versus genetically
engineered phage);

*  proof of concept in development of phage products;

+  selectivity of bacteriophage replication and targeting to specific species of bacteria;
. relevant animal modelsin preclinical studies; and

*  clinical safety and efficacy.

Before testing any compounds with potential therapeutic value in humans, the biological product candidate
entersthe preclinical testing stage. Preclinical testsinclude laboratory evaluations of product biology, toxicity and
formulation, aswell as animal studiesto assess the potential safety and activity of the biological product
candidate. The conduct of the preclinical tests must comply with federal regulations and requirementsincluding,
21 CFR Part 58 (GLP). The sponsor must submit the results of the preclinical tests, together with manufacturing
information, analytical data, any available clinical dataor literature and a proposed clinical protocol, to the FDA as
part of the IND. The IND automatically becomes effective 30 days after receipt by the FDA, unless the FDA places
the IND on aclinical hold within that 30-day time period. In such a case, the IND sponsor and the FDA must
resolve any outstanding concerns before the clinical trial can begin. The FDA may also impose clinical holdson a
product candidate at any time before or during clinical trials due to safety concerns or non-compliance.
Accordingly, C3J cannot be certain that submission of an IND will result in the FDA allowing clinical trialsto
begin, or that, once begun, issueswill not arise that suspend or terminate such clinical trial.

Clinical trialsinvolve the administration of the product candidate to healthy volunteers or patients under the
supervision of qualified investigators, generally physicians not employed by the sponsor. Clinical trialsare
conducted under protocols detailing, among other things, the objectives of the clinical trial, dosing procedures,
subject inclusion and exclusion criteriaand the parameters to be used to monitor subject safety. Each protocol
must be submitted to the FDA. Clinical trials must be conducted in accordance with GCP requirements. Further,
each clinical trial must be reviewed and approved by an independent institutional review board, or IRB, or ethics
committee if conducted outside of the United States, at or servicing each institution at which the clinical trial will
be conducted. An IRB or ethics committee is charged with protecting the welfare and rights of trial participants
and considers such items as whether the risksto individuals participating in the clinical trials are minimized and are
reasonablein relation to anticipated benefits. The IRB or ethics committee also approves the informed consent
form that must be provided to each clinical trial subject or hisor her legal representative and must monitor the
clinical tria until completed. C3Jintends to use third-party Clinical Research Organizations, or CROs, to administer
and
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conduct its planned clinical trials and will rely upon such CROs, aswell as medical institutions, clinical
investigators and consultants, to conduct itstrialsin accordance with its clinical protocols. The failure by any of
such third parties to meet expected timelines, adhere to C3J protocols or meet regulatory standards could
adversely impact the subject product development program and C3J remains legally responsible for compliance
with applicable laws and regulations governing the conduct of these clinical trials.

Human clinical trials are typically conducted in three sequential phases that may overlap or be combined:

. Phase 1: The product candidate isinitially introduced into healthy human subjects and tested primarily
for safety and dosage tolerance. Absorption, metabolism, distribution and excretion may also be tested.

. Phase 2: The product candidateis evaluated in alimited patient population to identify possible adverse
effects and safety risks, to preliminarily evaluate the efficacy of the product candidate for specific
targeted diseases and to determine dosage tolerance, optimal dosage and dosing schedule.

. Phase 3: Clinical trials are undertaken to further eval uate dosage, clinical efficacy and safety in an
expanded patient population at geographically dispersed clinical trial sites.

These clinical trials are intended to establish the overall risk/benefit ratio of the product and provide an
adequate basis for product labeling. Generally, two adequate and well-controlled Phase 3 clinical trials are required
by the FDA and other regulatory authorities for approval of a marketing application.

Post-approval studies, or Phase 4 clinical trials, may be requested by the FDA as a condition of approval and
are conducted after initial marketing approval. These studies are used to gain additional experience from the
treatment of patientsin the intended therapeutic indication.

Progress reports detailing the results of the clinical trials must be submitted annually to the FDA and written
safety reports must be submitted to the FDA and the investigators for serious and unexpected adverse events or
any finding from testsin laboratory animals that suggest that there may be a significant risk for human subjects.
The FDA or the sponsor or, if used, its data safety monitoring board may suspend aclinical trial at any time on
various grounds, including a finding that the research subjects or patients are being exposed to an unacceptable
health risk. Similarly, an IRB or ethics committee can suspend or terminate approval of aclinical tria at its
ingtitution if the clinical trial isnot being conducted in accordance with the IRB’ s or ethics committee’s
requirements or if the pharmaceutical product has been associated with unexpected serious harm to patients.
Suspension of aclinical trial dueto safety risks attributed to the investigational product will result in termination
of thetrial and possibly othersthat are underway.

Concurrently with clinical trials, companies usually complete additional animal studies and must also develop
additional information about the physical characteristics of the product candidate as well as finalize a process for
manufacturing the product candidate in commercial quantitiesin accordance with cGMP requirements. To help
reduce the risk of the introduction of adventitious agents or other impurities with the use of biological products,
the PHS Act emphasizes the importance of manufacturing control for products whose attributes cannot be
precisely defined. The manufacturing process must be capable of consistently producing quality batches of the
product candidate and, among other things, the sponsor must develop methods for testing the identity, strength,
quality, potency, and purity of the final biological product. Additionally, appropriate packaging must be selected
and tested, and stability studies must be conducted to demonstrate that the biological product candidate does not
undergo unacceptable deterioration over its shelf life.

United States Review and Approval Processes

In order to obtain approval to market abiological product in the United States, a BLA that provides data
establishing to the FDA's satisfaction the safety and effectiveness of the investigational product candidate for
the proposed indication must be submitted to the FDA. The application includes all data available from nonclinical
studies and clinical trials, including negative or ambiguous results aswell as
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positive findings, together with detailed information relating to the product’ s manufacture and composition, and
proposed |abeling, among other things. The testing and approval processes require substantial time and effort and
there can be no assurance that the FDA will accept the BLA for filing and, even if filed, that any approval will be
granted on atimely basis, if at all.

Each BLA must be accompanied by a significant user fee. The FDA adjusts the user fees on an annual basis.
Fee waivers or reductions are available in certain circumstances, including awaiver of the application fee for the
first application filed by asmall business. Additionally, no user fees are assessed on BLASs for products
designated as orphan drugs, unless the product also includes a non-orphan indication. An orphan drug
designation typically provides seven years of market exclusivity to the company that isfirst to obtain FDA
marketing approval for the drug for the designated rare disease or condition. Additionally, the sponsor can benefit
from certain financial incentives, including research and development tax credits. |f the same drug has already
been approved, the proposed drug needs to demonstrate clinical superiority to obtain orphan exclusivity for the
sameindication.

The FDA has 60 days from its receipt of aBLA to determine whether the application will be accepted for
filing based on the agency’ s threshold determination that the application is sufficiently complete to permit
substantive review. The FDA may refuse to file any BLA that it deemsincomplete or not properly reviewable at
the time of submission and may request additional information. In this event, the BLA must be resubmitted with
the additional information. The resubmitted application is also subject to review before the FDA acceptsit for
filing. After the BLA isaccepted for filing, the FDA reviewsit to determine, among other things, whether the
proposed product is safe and effective for itsintended use, has an acceptable purity profile, and whether the
product is being manufactured in accordance with cGM P to assure and preserve the product’ sidentity, safety,
strength, quality, potency, and purity. The FDA may refer applications for novel product candidates or those that
present difficult questions of safety or efficacy to an advisory committee, typically a panel that includes clinicians
and other experts, for review, evaluation and a recommendation as to whether the application should be approved
and, if so, under what conditions. The FDA is not bound by the recommendations of an advisory committee, but it
considers such recommendations carefully when making decisions. The FDA may ultimately decide that the BLA
does not satisfy the criteriafor approval. If aproduct receives regulatory approval, the approval may be
significantly limited to specific diseases and dosages or the indications for use may otherwise be limited, which
could restrict the commercial value of the product. Further, the FDA may require that certain contraindications,
warnings or precautions be included in the product |abeling.

Special FDA Expedited Review and Approval Programs

The FDA has various programs, including Fast Track designation, accelerated approval and priority review,
that are intended to expedite the process for the development and FDA review of drugsthat are intended for the
treatment of serious or life-threatening diseases or conditions and demonstrate the potential to address unmet
medical needs. The purpose of these programsis to provide important new drugs and biological productsto
patients earlier than under standard FDA review procedures.

Tobeeligible for aFast Track designation, the FDA must determine, based on the request of a sponsor, that
aproduct isintended to treat a serious or life-threatening disease or condition and demonstrates the potential to
address an unmet medical need, or if the drug or biological product qualifies as aqualified infectious disease
product under the Generating Antibiotic Incentives Now Act, or GAIN Act. The FDA will determine that a product
will fill an unmet medical need if it will provide atherapy where none exists or provide atherapy that may be
potentially superior to existing therapies based on efficacy or safety factors. C3Jintends to request Fast Track
designation for its product candidatesif applicable.

Fast Track designation applies to the combination of the product and the specific indication for whichitis
being studied. The sponsor of anew drug or biological may request the FDA to designate the drug or biologic as
aFast Track product at any time during the clinical development of the product. Unique to a Fast Track product,
the FDA may consider for review sections of the marketing application on arolling basis before the complete
application is submitted, if the sponsor provides a schedule for the submission of the sections of the application,
the FDA agrees to accept sections of the application and determines that the schedule is acceptable, and the
sponsor pays any required user fees upon submission of thefirst section of the application.
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Any product submitted to the FDA for marketing, including under a Fast Track program, may be eligible for
other types of FDA programs intended to expedite development and review, such as priority review and
accelerated approval. Any product is eligible for priority review if it has the potential to provide safe and effective
therapy where no satisfactory alternative therapy exists or is asignificant improvement in the treatment, diagnosis
or prevention of adisease compared to marketed products. The FDA will attempt to direct additional resourcesto
the evaluation of an application for anew drug or biological product designated for priority review in an effort to
facilitate the review. Additionally, aproduct may be eligible for accelerated approval. Drug or biological products
studied for their safety and effectivenessin treating serious or life-threatening illnesses and that provide
meaningful therapeutic benefit over existing treatments may receive accel erated approval, which means that they
may be approved on the basis of adequate and well-controlled clinical trials establishing that the product has an
effect on asurrogate endpoint that is reasonably likely to predict aclinical benefit, or on the basis of an effect on a
clinical endpoint other than survival or irreversible morbidity or mortality, that is reasonably likely to predict an
effect on irreversible morbidity or mortality or other clinical benefit, taking into account the severity, rarity or
prevalence of the condition and the availability or lack of alternative treatments.

Asacondition of approval, the FDA may require a sponsor of adrug or biological product receiving
accelerated approval to perform post-marketing studies to verify and describe the predicted effect onirreversible
morbidity or mortality or other clinical endpoint, and the drug or biological product may be subject to accelerated
withdrawal procedures. In addition, the FDA currently requires, as a condition for accelerated approval, pre-
approval of promotional materials, which could adversely impact the timing of the commercial launch of the
product. Fast Track designation, priority review and accelerated approval do not change the standards for
approval but may expedite the devel opment or approval process.

A sponsor can also request designation of a product candidate as a*“ breakthrough therapy.” A
breakthrough therapy is defined as a drug or biological product that isintended, a one or in combination with one
or more other drugs or biological products, to treat a serious or life-threatening disease or condition, and
preliminary clinical evidence indicates that the biological product or drug may demonstrate substantial
improvement over existing therapies on one or more clinically significant endpoints, such as substantial treatment
effects observed early in clinical development. Drugs or biological products designated as breakthrough therapies
are also eligible for accelerated approval. The FDA must take certain actions, such as holding timely meetings and
providing advice, intended to expedite the development and review of an application for approval of a
breakthrough therapy. C3Jintends to request “ breakthrough therapy” designation for its product candidates if
applicable.

Even if aproduct qualifies for one or more of these programs, the FDA may later decide that the product no
longer meets the conditions for qualification or decide that the time period for FDA review or approval will not be
shortened.

Patent Term Extension and Biosimilars

Depending upon the timing, duration and specifics of FDA approval of C3J sdrugs, some of its U.S. patents
may be eligible for limited patent term extension under the Drug Price Competition and Patent Term Restoration
Act of 1984, referred to as the Hatch Waxman Amendments. The Hatch Waxman Amendments permit a patent
restoration term of up to five years as compensation for patent term lost during product development and the FDA
regulatory review process. However, patent term restoration cannot extend the remaining term of a patent beyond
atotal of 14 yearsfrom the product’s approval date. The patent term restoration period is generally one half the
time between the effective date of an IND, and the submission date of an NDA or BLA, plus the time between the
submission date of an NDA or BLA and the approval of that application. Only one patent applicableto an
approved drug is eligible for the extension, and the extension must be applied for prior to expiration of the patent.
The United States Patent and Trademark Office, in consultation with the FDA, reviews and approves the
application for any patent term extension or restoration.

Pediatric exclusivity is atype of marketing exclusivity availablein the United States under the Best
Pharmaceuticals for Children Act, or BPCA, which provides for an additional six months of marketing exclusivity
and may be availableif asponsor conducts clinical trialsin children in response to awritten request from the FDA,
or aWritten Request. If the Written Request does not include clinical trialsin
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neonates, the FDA isrequired to includeits rationale for not requesting those clinical trials. The FDA may request
studies on approved or unapproved indications in separate Written Requests. The issuance of a Written Request
does not require the sponsor to undertake the described clinical trials.

Biologics Price Competition and | nnovation Act of 2009

The Biologics Price Competition and Innovation Act of 2009, or BPCIA, amended the PHSA to create an
abbreviated approval pathway for two types of “generic” biologics — biosimilars and interchangeable biologic
products, and provides for atwelve-year data exclusivity period for the first approved biological product, or
reference product, against which abiosimilar or interchangeable application is evaluated; however, if pediatric
clinical trials are performed and accepted by the FDA, the twelve-year data exclusivity period will be extended for
an additional six months. A biosimilar product is defined as one that is highly similar to areference product
notwithstanding minor differencesin clinically inactive components and for which there are no clinically
meaningful differences between the biological product and the reference product in terms of the safety, purity and
potency of the product. An interchangeable product is abiosimilar product that may be substituted for the
reference product without the intervention of the health care provider who prescribed the reference product.

The biosimilar applicant must demonstrate that the product is biosimilar based on datafrom (1) analytical
studies showing that the biosimilar product is highly similar to the reference product; (2) animal studies (including
toxicity); and (3) one or moreclinical trialsto demonstrate safety, purity and potency in one or more appropriate
conditions of use for which the reference product is approved. In addition, the applicant must show that the
biosimilar and reference products have the same mechanism of action for the conditions of use on thelabel, route
of administration, dosage and strength, and the production facility must meet standards designed to assure
product safety, purity and potency.

An application for abiosimilar product may not be submitted until four years after the date on which the
reference product was first approved. The first approved interchangeabl e biologic product will be granted an
exclusivity period of up to one year after it isfirst commercially marketed, but the exclusivity period may be
shortened under certain circumstances.

FDA Post-Approval Requirements

Maintaining substantial compliance with applicable federal, state, local, and foreign statutes and regulations
requires the expenditure of substantial time and financial resources. Rigorous and extensive FDA regulation of
new products continues after approval, particularly with respect to cGMP. C3Jwill rely on third parties for the
production of commercia quantities of any products that C3J may commercialize. C3J and third-party
manufacturers of C3J s products are required to comply with applicable requirementsin the cGMPs, including
quality control and quality assurance and maintenance of records and documentation. C3J cannot be certain that
C3Jor C3J spresent or future suppliers will be able to comply with the cGMP and other FDA requirements. Other
post-approval requirements applicable to biological productsinclude reporting of cGMP deviations that may
affect the identity, potency, purity and overall safety of a distributed product, record-keeping requirements,
reporting of adverse effects, reporting updated safety and efficacy information, and complying with electronic
record and signature requirements. After aBLA is approved, the product also may be subject to official lot release.
As part of the manufacturing process, the manufacturer isrequired to perform certain tests on each lot of the
product beforeit isreleased for distribution. If the product is subject to official release by the FDA, the
manufacturer submits samples of each ot of product to the FDA together with arelease protocol showing a
summary of the history of manufacture of the lot and the results of al of the manufacturer’s tests performed on the
lot. The FDA also may perform certain confirmatory tests on lots of some products, such asviral vaccines, before
releasing the lots for distribution by the manufacturer. In addition, the FDA conducts laboratory research related
to the regulatory standards on the safety, purity, potency, and effectiveness of biological products.

Discovery of previously unknown problems or the failure to comply with the applicable regul atory
requirements, by C3J or its suppliers, may result in restrictions on the marketing of a product or withdrawal of the
product from the market aswell as possible civil or criminal sanctions and adverse publicity. FDA sanctions could
include refusal to approve pending applications, withdrawal of an approval, clinical hold,

141




TABLE OF CONTENTS

warning or untitled letters, product recalls, product seizures, total or partial suspension of production or
distribution, injunctions, fines, refusals of government contracts, mandated corrective advertising or
communications with doctors, debarment, restitution, disgorgement of profits, or civil or criminal penalties. Any
agency or judicial enforcement action could have amaterial adverse effect on C3J.

Biological product manufacturers and other entitiesinvolved in the manufacture and distribution of approved
products are required to register their facilities with the FDA and certain state agencies and are subject to periodic
unannounced inspections by the FDA and certain state agencies for compliance with cGMPs and other laws. In
addition, changes to the manufacturing process or facility generally require prior FDA approval before being
implemented and other types of changes to the approved product, such as adding new indications and additional
labeling claims, are @l so subject to further FDA review and approval.

Labeling, Marketing and Promotion

The FDA closely regulates the labeling, marketing and promotion of drugs and biological products, including
direct-to-consumer advertising, promotional activitiesinvolving the internet, and industry-sponsored scientific
and educational activities. While doctors are free to prescribe any product approved by the FDA for any use, a
company can only make claimsrelating to safety and efficacy of aproduct that are consistent with FDA approval,
and the company is allowed to actively market a product only for the particular use and treatment approved by the
FDA. In addition, any claims C3J makes for its productsin advertising or promotion must be appropriately
balanced with important safety information and otherwise be adequately substantiated. Failure to comply with
these requirements can result in adverse publicity, warning letters, corrective advertising, injunctions and
potential civil and criminal penalties.

Other Healthcare Laws and Compliance Requirements

In the United States, C3J s activities are potentially subject to regulation by various federal, state and local
authoritiesin addition to the FDA, including the Centers for Medicare and Medicaid Services, other divisions of
the United States Department of Health and Human Services (e.g., the Office of Inspector General), the United
States Department of Justice and individual United States Attorney offices within the Department of Justice and
state and local governments.

International Regulation

In addition to regulationsin the United States, C3Jwill be subject to avariety of foreign regulations
governing clinical trials and commercial sales and distribution of C3J s future products. Whether or not C3J
obtains FDA approval for aproduct, C3J must obtain approval of a product by the comparable regulatory
authorities of foreign countries before it can commence clinical trials or marketing of the product in those
countries. The approval process varies from country to country, and the time may be longer or shorter than that
required for FDA approval. The requirements governing the conduct of clinical trials, product licensing, pricing
and reimbursement vary greatly from country to country.

Under European Union regulatory systems, marketing authorizations may be submitted either under a
centralized, decentralized or a mutual recognition procedure. The centralized procedure, which is compulsory for
medicinal products produced by biotechnology or those medicinal products containing new active substances for
specific indications such as the treatment of AIDS, cancer, neurodegenerative disorders, diabetes, viral diseases
and designated orphan medicines and optional for other medicines which are highly innovative. Under the
centralized procedure, a marketing application is submitted to the European Medicines Agency whereit will be
evaluated by the Committee for Medicinal Products for Human Use and afavorable opinion typically resultsin the
grant by the European Commission of a single marketing authorization that isvalid for all European Union member
states within 67 days of receipt of the opinion. The initial marketing authorization isvalid for five years, but once
renewed isusually valid for an unlimited period.

Pricing and Reimbursement

Although none of C3J s product candidates has been commercialized for any indication, if they are approved
for marketing, commercial success of C3J's product candidates will depend, in part, upon the availability of third-
party reimbursement from payors at the federal, state and private levels. Third-party
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payorsinclude government healthcare programs, such as Medicare and Medicaid, private health insurers and
managed-care plans. C3J anticipates that third-party payorswill provide reimbursement for C3J s products.
However, these third-party payors are increasingly challenging the price and examining the cost effectiveness of
medical products and services. In addition, significant uncertainty exists as to the reimbursement status of newly
approved healthcare products. C3J may need to conduct expensive pharmacoeconomic studiesin order to
demonstrate the cost effectiveness of C3J s products. C3J' s product candidates may not be considered cost
effective. It istime consuming and expensive for C3Jto seek reimbursement from third-party payors.
Reimbursement may not be available or sufficient to allow C3Jto sell its products on a competitive and profitable
basis.

C3J expectsthat there will continue to be anumber of federal and state proposals to implement governmental
pricing controls and limit the growth of healthcare costs, including the cost of prescription drugs.

In addition, in some foreign countries, the proposed pricing for a drug must be approved before it may be
lawfully marketed. The requirements governing drug pricing vary widely from country to country. For example, the
European Union provides options for its member states to restrict the range of medicinal products for which their
national health insurance systems provide reimbursement and to control the prices of medicinal products for
human use. A member state may approve a specific price for the medicinal product, or it may instead adopt a
system of direct or indirect controls on the profitability of the company placing the medicinal product on the
market. There can be no assurance that any country that has price controls or reimbursement limitations for
pharmaceutical products will allow favorable reimbursement and pricing arrangements for any of C3J's products.
Historically, products launched in the European Union do not follow price structures of the United States and
generally tend to be significantly lower.

General Corporate Information

C3J s predecessor, C3 Jian, Inc., wasincorporated under the laws of the State of Californiain November 2005.
In February 2016, as part of areorganization transaction, C3Jwas formed under the laws of the State of
Washington. As part of the same reorganization transaction, C3 Jian, Inc. merged with awholly-owned subsidiary
of C3Jin February 2016 and converted into alimited liability company organized under the laws of the State of
Californianamed C3 Jian LLC. C3J conducts substantially all of its operations through C3 Jian LLC.

C3J sprincipal executive offices are located at 4503 Glencoe Avenue, Marinadel Rey, CA 90292. The
telephone number at C3J s principal executive officeis (310) 665-2928. C3J swebsite addressis
http://www.c3jtherapeutics.com.
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AMPLIPHI MANAGEMENT’SDISCUSSION AND ANALYSISOF FINANCIAL CONDITION
AND RESULTSOF OPERATIONS

For AmpliPhi’ s management’ s discussion and analysis of financial condition and results of operations,
pleaserefer to Item 7 set forth in the AmpliPhi 10-K, which section isincorporated by reference herein. The
discussion and analysis of financial condition and results of operations should be read together with the section
entitled “Selected Historical and Unaudited Pro Forma Combined Financial Data — Selected Historical Financial
Data of AmpliPhi” in this proxy statement and the consolidated financial statements of AmpliPhi and
accompanying notes appearing in the AmpliPhi 10-K.

QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT THE MARKET RISK OF AMPLIPHI

For quantitative and qualitative disclosures about AmpliPhi’s market risk, please refer to Item 7A set forthin
the AmpliPhi 10-K, which section isincorporated by reference herein.
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C3J MANAGEMENT'SDISCUSSION AND ANALYSISOF FINANCIAL CONDITION AND RESULTSOF
OPERATIONS

You should read the following discussion and analysis of our financial condition and results of operations
in conjunction with the consolidated financial statements and the related notes contained elsewherein this
Proxy Statement. Some of the information contained in this discussion and analysis are set forth elsewherein
this Proxy Statement, including information with respect to our plans and strategy for our business and related
financing, and includes forward-1ooking statements that involve risks and uncertainties. See “ Special Note
Regarding Forward-Looking Statements.” Our actual results may differ substantially fromthose referred to
herein due to a number of factors, including but not limited to risks described in the section entitled “ Risk
Factors’ and elsewherein this Proxy Statement. As used in this section, “we” , “ us’ or “our” eachrefersto C3J.

Overview

C3Jisaclinical-stage biotechnology company focused on the discovery and development of novel, targeted
antimicrobials using its Synthetic Phage and STAMP platforms. Natural or wild type phages have a powerful and
highly selective mechanism of action that enables them to bind to and destroy specific bacteria. The use of
synthetic biology tools enables C3Jto engineer natural phage in ways that further improve their antimicrobial
activity making them highly effective weapons in the fight against various multidrug-resi stant bacterial infections.

C3J slead product candidate derived from the Synthetic Phage Platform is a synthetic phage for
P. aeruginosa for the treatment of respiratory infections (including hospital -, ventilator- and healthcare-associated
pneumonia; aswell as cystic fibrosis) and other infections. C3J anticipates advancing the P. aeruginosa synthetic
phage into the clinic in 2019. Further, C3J believes that successful development of a synthetic phage targeting S.
aureus would increase the number of treatable patients with, and market for the treatment of, respiratory and other
infections. C3J s pipeline a so includes a program partnered with a U.S.-based multinational pharmaceutical
company to develop synthetic phage against pathogens responsible for alarge market indication. In addition to
these more advanced programs, C3J has additional efforts underway to target other major pathogens of infectious
disease (including ESK APE pathogens) and preventable disease of the microbiome, with its platform technol ogies,
collectively referred to herein as Synthetic Phage Product Candidates and STAMPs. C3J slead STAMP program
isreferred to as C16G2 and isa STAMP that is being developed for dental caries or tooth decay. Tooth decay
remains one of the most common health care problems for children in the United States with over $60 billion per
year spent on diagnosing and treating dental caries. C16G2 isa STAMP with specificity for S. mutans the
bacterium that produces the majority of acid that |eads to tooth decay. C3J plans to use the Synthetic Phage
Platform to engineer C16G2 into anatural S. mutans phage, thereby creating a synthetic S. mutans phage. Such a
synthetic phage has the potential to address some of the drawbacks of C16G2 that have been discovered in
human clinical trials.

On February 28, 2018, C3J compl eted the Synthetic Phage Platform Acquisition from Synthetic Genomics for
consideration consisting of $8.0 million in cash and potentially $27.0 million in equity. The cash payments are as
follows: $1.0 million at closing, $1.0 million at one year from closing, $1.0 million at two years from closing, and
$5.0 million at three years from closing. The equity payment is due upon the earlier of theinitial public offering of
shares of C3J' s common stock pursuant to an effective registration statement under the Securities Act of 1933, the
sale of all or substantially all the assets of C3Jto athird party, or a consolidation or merger into athird party. The
original agreement provides that the number of sharesto beissued will be determined based upon the per share
price in connection with C3J sinitial public offering, the value of consideration received in asale of C3J s assets
to athird party, or the value of consideration received in a consolidation or merger with athird party.

On December 20, 2018, in contemplation of the Merger (see discussion below), the purchase price provisions
of the acquisition agreement were amended. Under the amended agreement, the purchase consideration consists
of (i) closing consideration of $1.0 million paid on February 28, 2018, (ii) cash payments of $1.0 million on
January 31, 2019, $1.0 million on January 31, 2020, and $2.0 million on January 31, 2021, (iii) an issuance of that
number of shares of C3J s common stock equal to ten percent of C3J sfully-diluted capitalization, excluding
options and restricted stock awards, immediately prior to the
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closing of the Merger, and (iv) potential milestone payments of up to $39.5 million related to the development and
relevant regulatory approval of products utilizing bacteriophage from the Synthetic Phage Platform Acquisition. In
the event the closing of the Merger does not occur on or before June 1, 2019, the amendment will be null and void,
and the original agreement will remain in effect.

The Synthetic Phage Platform asset acquired consisted primarily of phage know-how, research program
materials and the related intellectual properties that had been under development by Synthetic Genomics. The
Company also received a collaboration agreement with a multinational pharmaceutical company (“PharmaCo”) (the
“Research and Option Agreement”), and agrant from National Institutes of Health, or NIH, and the National
Institute of Allergy and Infectious Diseases, or NIAID.

There has been limited activity with respect to Research and Option Agreement since the acquisition. The
ongoing grant with NIH/NIAID related to the devel opment of engineered phage against multi-drug-resistant
pathogens was successfully transferred from Synthetic Genomicsto C3Jon July 6, 2018. The project period for
thisaward is from July 2018 to November 2020 and provides for cost reimbursement of research and devel opment
expenses of approximately $1.2 million, subject to ongoing availability of funds and setisfactory progress on the
project.

We accounted for the Synthetic Phage Platform Acquisition as an asset acquisition of in-process research
and devel opment assets.

Since C3J sinception in 2005, its operations have focused on organizing and staffing, business planning,
raising capital, developing its technology and assets and conducting preclinical studies and clinical trials of its
product candidates. C3J has devoted substantial effort and resourcesin prior years towards the development of
C16G2, its product candidate to reduce the incidence of dental caries. In February 2018, C3J acquired its Synthetic
Phage Platform and accel erated its efforts in devel oping product candidates based on synthetic phage. Currently,
C3Jdoes not have any product candidates approved for sale and has not generated any revenue from product
sales. C3J has funded its operations primarily through the sale and issuance of common stock.

Since inception, C3J has incurred significant operating losses and negative operating cash flows and thereis
no assurance that it will ever achieve or sustain profitability. C3J s net losses were $16.7 million and $15.1 million
for the years ended December 31, 2018 and 2017, respectively. As of December 31, 2018, C3J had an accumul ated
deficit of $138.0 million. C3J expects to continue to incur significant expenses and increasing operating losses for
the foreseeabl e future. C3J anticipates that its expenses will increase significantly in connection with its ongoing
activities as C3J, which includes:

* ongoing and planned clinical development of its product candidates;

*  conducting preclinical studiesand initiating clinical trials for any additional diseasesfor its current
product candidates and any future product candidates that C3J may pursue;

*  developing, maintaining, expanding and protecting its intellectual property portfolio;
. manufacturing and maintaining clinical supplies of its product candidates;

+  seeking marketing approvalsfor its current and future product candidates that successfully complete
clinical trids;
. hiring additional clinical, regulatory and scientific personnel; and

*  operating as apublic company following the completion of the merger.

Recent Events

On January 3, 2019, C3J entered into an Agreement and Plan of Merger and Reorganization (as amended, the
“Merger Agreement”) with AmpliPhi Biosciences Corporation (“AmpliPhi”), aclinical stage biotechnology
company focused on the development and commercialization of novel targeted antimicrobials. The transactionis
subject to shareholder approval by AmpliPhi’s shareholders and other customary closing conditions. Upon
closing of the merger, the Combined Company is expected to be publicly traded on the NY SE American exchange.
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On March 25, 2019, C3Jand AmpliPhi entered into a First Amendment to the Merger Agreement that
extended the deadline for the closing of the merger to June 1, 2019.

At the effective time of the Merger, we anticipate that each share of C3J common stock outstanding
immediately prior to the effective time of the Merger will be converted into the right to receive approximately
0.6892 shares of AmpliPhi common stock, subject to adjustment to account for areverse split of AmpliPhi common
stock at areverse split ratio of between 1-for-3 and 1-for-20, inclusive, to be determined by AmpliPhi’ s board of
directors and to be implemented prior to the consummation of the Merger.

Immediately following the Merger, the former C3J security holders will own approximately 70% of the
aggregate number of shares of AmpliPhi common stock and the security holders of AmpliPhi as of immediately
prior to the Merger will own approximately 30% of the aggregate number of shares of AmpliPhi common stock on a
fully diluted basis.

In addition, certain existing C3J shareholders have executed Stock Purchase Agreements reflecting their
commitment to invest $10 million in the combined company, subject to customary conditions.

Results of Operations
Comparison of the Years Ended December 31, 2018 and 2017

Revenue

Prior to 2018, C3J did not enter into any research collaboration or government grant arrangements or record
any revenues. During 2018, C3J acquired aresearch collaboration agreement with PharmaCo as described earlier.
This agreement provides for potential payments upon the achievement of certain milestones. During the year
ended December 31, 2018, C3Jdid not record any revenue related to this agreement as no milestones had been
achieved during this period.

Research and Development

Research and devel opment expense consists primarily of costsincurred in connection with the development
of C3J s product candidates. We expense research and development costs as incurred. These expensesinclude:

*  personnel expenses, including salaries, benefits and stock-based compensation expense;

*  costsof funding research performed by third parties, including pursuant to agreements with contract
research organizations, or CROs, aswell asinvestigative sites and consultants that conduct C3J' s
preclinical studiesand clinical trials;

+  expensesincurred under agreements with contract manufacturing organizations, or CMOs, including the
cost of acquiring and manufacturing certain raw materials and components of preclinical study and
clinical trial materidls;

*  consultant fees and expenses associated with outsourced professional scientific development services,
*  expensesfor regulatory activities, including filing fees paid to regulatory agencies; and

. allocated expenses for facility costs, including rent, utilities, and maintenance.

Research and development expenses for the year ended December 31, 2018 were $8.4 million, compared to
$12.7 million for the year ended December 31, 2017. The $4.3 million decrease was primarily dueto a$1.9 million
reduction in product devel opment and preclinical tria expenses, a$1.7 million reductionin clinical tria related
expenses, a$0.5 million reduction in salaries and benefits expenses, offset in part by a$0.5 million increase due to
incentive compensation expenses incurred during 2018.
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We expect our research and development expenses to increase, possibly significantly, in the future aswe
seek to advance development of our product candidates. In particular, clinical trial expenseswill increaseif and
when we advance a product candidate into clinical trials. The successful development of product candidatesis
highly uncertain and at this time we cannot reasonably estimate or know the compl ete nature, timing and costs of
the efforts that will be necessary to complete the remainder of the development of any of our current product
candidates.

Acquired I n-process Research and Development Expense

Acquired in-process research and development expense of $6.8 million consists of the estimated fair value of
the assets acquired and consideration given in connection with the acquisition of the Synthetic Phage Platform.
Asthe assets acquired were in the research and development phase and were determined to not have any
aternative future use, it was expensed as acquired in-process research and devel opment. C3Jincurred no acquired
in-process research and devel opment expensein 2017.

General and Administrative

General and administrative expenses for the year ended December 31, 2018 were $2.5 million compared to
$2.7 million for the year ended December 31, 2017. The $0.2 million decrease was primarily attributable to a $135,000
decrease in non-cash stock-based compensation, a $208,000 decrease in legal expenses, offset by a $300,000
increase in incentive compensation incurred during 2018.

Other I ncome/Expense

We recorded $245,000 and $202,000 in interest income from investments of excess cash reservesfor the years
ended December 31, 2018 and 2017, respectively. During the year ended December 31, 2018, we recorded
approximately $1.0 million of noncash interest expense related to the accrual of interest on the future cash
payments due in connection with the Synthetic Phage Platform Acquisition. In addition, we recorded net
adjustments of approximately $1.7 million to the fair value of a derivative liability pursuant to the Synthetic Phage
Platform Acquisition.

We divested our Chinese subsidiary Chengdu Sen Nuo Wei Biotechnology Co. in December 2017 and
recorded a gain of $129,000 primarily related to the elimination of C3J’s cumulative translation adjustment balance.

Liquidity, Capital Resourcesand Financial Condition

We have prepared the accompanying consolidated financial statements on agoing concern basis, which
assumes that we will realize our assets and satisfy our liabilitiesin the normal course of business. However, we
have incurred net losses since our inception, had negative operating cash flows and had an accumulated deficit of
$138.0 million as of December 31, 2018. These circumstances raise substantial doubt about our ability to continue
asagoing concern.

The accompanying financial statements do not include any adjustments to reflect the possible future effects
on the recoverability and classification of assets or the amounts and classification of liabilities that may result
from the outcome of the uncertainty concerning our ability to continue as a going concern.

We held unrestricted cash, cash equivalents and investments of $9.7 million and $21.0 million at December
31, 2018 and 2017, respectively. We believe our existing cash resources, will be sufficient to fund our planned
operations into mid-2019. However, we cannot provide assurances that our plans will not change or that changed
circumstances will not result in the depletion of our capital resources more rapidly than we currently anticipate.

Operating activities

Net cash used in operating activities for the year ended December 31, 2018 was $10.6 million, as compared to
$13.8 million for the year ended December 31, 2017. Total non-cash adjustments to net loss were $6.4 million and
$1.8 million for the year ended December 31, 2018 and 2017, respectively. Total changesin operating assets and
liabilities resulted in a reduction of $0.5 million and a reduction of $0.5 million in cash used in operations activities
for the year ended December 31, 2018 and 2017, respectively.
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Investing activities

Net cash provided by investing activities was $8.8 million for the year ended December 31, 2018 and was
primarily attributable to the $9.6 million maturity or sale of available-for-sale investments and subsequent
reinvestment into cash equivalents for use in operating activities, offset in part by $0.8 million in net capital
expenditures for manufacturing operations. Net cash used in investing activities was $2.5 million for the year
ended December 31, 2017 and was primarily attributable to the investment of proceeds from the common stock
financing in December 2016 into available-for-sale securities, offset by the maturity of available-for-sale
investments which were subsequently used for operating activities or reinvested, and $0.5 million of capital
expenditures for manufacturing operations.

Financing activities

C3Jdid not have any financing activities during the years ended December 31, 2018 and 2017.

Future Capital Requirements

We will need to raise additional capital to continue to fund our future operations. Our future funding
reguirements will depend on many factors, including:

*  thecostsand timing of our research and development activities;
+ theprogressand cost of our clinical trials and other research and development activities;

+  manufacturing costs associated with our targeted phage therapies strategy and other research and
development activities;

* thetermsand timing of any collaborative, licensing, acquisition or other arrangements that we may
establish;

+  thecostsand timing of seeking regulatory approvals;

*  thecosts of filing, prosecuting and enforcing any patent applications, claims, patents and other
intellectual property rights; and

+  thecosts of lawsuitsinvolving us or our product candidates.

We may seek funds through arrangements with collaborators or others that may require usto relinquish
rights to the product candidates that we might otherwise seek to develop or commercialize independently. We
cannot be certain that we will be able to enter into any such arrangements on reasonable terms, if at all.

We may seek to raise capital through avariety of sources, including:
+  thepublic equity market;

*  private equity financings;

+  collaborative arrangements or strategic financings;

+ licensing arrangements;

. Public or private debt; and

¢ government contracts or grants.

Any additional fundraising efforts may divert our management team from their day to day activities, which
may adversely affect our ability to develop and commercialize our product candidates. Our ability to raise
additional fundswill depend, in part, on the success of our product development activities, including our targeted
phage therapies strategy and any clinical trialsweinitiate, regulatory events, our ability to identify and enter into
in-licensing or other strategic arrangements, and other events or conditions that may affect our value or
prospects, aswell asfactorsrelated to financial, economic and market conditions, many of which are beyond our
control. We cannot be certain that sufficient funds will be available to us when required or on acceptable terms. If
we are unable to secure additional funds on atimely basis or on acceptable terms we may be required to defer,
reduce or eliminate significant planned expenditures,
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restructure, curtail or eliminate some or all of our development programs or other operations, dispose of
technology or assets, pursue an acquisition of our company by athird party at aprice that may result in alosson
investment for our stockholders, enter into arrangements that may require us to relinquish rightsto certain of our
product candidates, technologies or potential markets, file for bankruptcy or cease operations altogether. Any of
these events could have a material adverse effect on our business, financial condition and results of operations.
Moreover, if we are unable to obtain additional funds on atimely basis, there will be substantial doubt about our
ability to continue as agoing concern and increased risk of insolvency and loss of investment by our
stockholders. To the extent that additional capital israised through the sale of equity or convertible debt
securities, the issuance of such securities could result in dilution to our existing stockholders.

Critical Accounting Policiesand Use of Estimates

Our management’ s discussion and analysis of our financial condition and results of operations are based on
our consolidated financial statements, which have been prepared in accordance with accounting principles
generally accepted in the United States. The preparation of these consolidated financial statements requiresusto
make estimates and judgments that affect the reported amounts of assets, liabilities, and expenses and the related
disclosure of contingent assets and liabilities. On an on-going basis, we evaluate our estimates and judgments,
including those related to stock-based compensation and derivative liabilities. We base our estimates on historical
experience, known trends and events, and various other factors that we believe are reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets and
liabilitiesthat are not readily apparent from other sources. Actual results may differ from these estimates under
different assumptions or conditions.

Valuation of Derivative

In connection with the Synthetic Phage platform, the Company provided SGI with the right to receive
additional payments upon the occurrence of specified eventsrelated to the 1) initial public offering of shares of
C3J s common stock pursuant to an effective registration statement under the Securities Act of 1933, 2) the sale of
al or substantially all the assets of C3Jto athird party, or 3) aconsolidation or merger into athird party. We
determined that these contingent rights are required to be accounted for as derivativesin accordance with ASC
815 — Derivatives and Hedging. We estimate the fair value of this derivative by forecasting the timing and
likelihood of the events occurring and discounting the probability adjusted payments using an appropriate
discount based on market interest rates and our own non-performancerisk as required by ASC 820 — Fair Value
Measurement.

Stock-Based Compensation

Compensation expense related to stock options granted is measured at the grant date based on the estimated
fair value of the award and is recognized on an accel erated attribution method over the requisite service period.
We determine the estimated fair value of each stock option on the date of grant using the Black-Scholes valuation
model which uses assumptions regarding a number of complex and subjective variables. The risk-free interest rate
isbased on the U.S. Treasury yield for aperiod consistent with the expected term of the option in effect at the time
of the grant. Expected volatility isbased on the historical volatility of our common stock. The expected term
represents the period that we expect our stock options to be outstanding. The expected term assumption is
estimated using the simplified method set forth in the SEC Staff Accounting Bulletin 110, which isthe mid-point
between the option vesting date and the expiration date. For stock options granted to parties other than
employees or directors, C3J elects, on agrant by grant basis, to use the expected term or the contractual term of
the option award. We have never declared or paid dividends on our common stock and have no plansto do soin
the foreseeabl e future. Forfeitures are recognized as a reduction of stock-based compensation expense as they
occur. Changesin these assumptions may lead to variability with respect to the amount of stock compensation
expense we recogni ze related to stock options.

Stock-based compensation expense for an award with a performance condition is recognized when the
achievement of such performance condition is determined to be probable. If the outcome of such performance
condition is not determined to be probable or is not met, no compensation expenseis recognized and any
previously recognized compensation expense is reversed.
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Off-Balance Sheet Arrangements

As of December 31, 2018, we did not have any relationships with unconsolidated entities or financial
partnerships, such as entities often referred to as structured finance or special purpose entities, which would have
been established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow or
limited purposes. In addition, we do not engage in trading activitiesinvolving hon-exchange traded contracts.
Therefore, we are not materially exposed to any financing, liquidity, market or credit risk that could arise if we had
engaged in these relationships.
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DIRECTORSAND OFFICERS OF AMPLIPHI FOLLOWING THE MERGER

Resignations of Current Executive Officersand Directors of AmpliPhi

Pursuant to the Merger Agreement, all of the directors of AmpliPhi who will not continue as appointees to
the board following the Merger will resign effective immediately prior to the completion of the Merger.

Directorsof AmpliPhi Following the Merger

The AmpliPhi board of directorsis currently composed of six directors divided into three staggered classes,
each class serving three-year terms. The staggered structure of the board of directorswill remain in place
following the completion of the Merger. At the most recent annual meeting of shareholders of AmpliPhi held in
2018, two Class |11 directors of AmpliPhi, Jeremey Curnock Cook and Paul C. Grint, M.D. were elected to servefor a
three-year term ending at the 2021 annual meeting of shareholders. AmpliPhi’s current Class | directors, Louis
Drapeau and Michael S. Perry, D.V.M., Ph.D., were elected at AmpliPhi’s 2016 annual meeting of shareholdersto
serve athree-year term ending at AmpliPhi’s 2019 annual meeting of shareholders. AmpliPhi’s current Class |
directors, Wendy S. Johnson and Vijay B. Samant, were elected at AmpliPhi’s 2017 annual meeting of shareholders
to serve athree-year term ending at AmpliPhi’s 2020 annual meeting of shareholders.

Each of Louis Drapeau, Paul C. Grint, M.D., Wendy S. Johnson and Vijay B. Samant shall resign from
AmpliPhi’sboard of directors effective upon the effective time of the Merger, and the designees of C3J pursuant
to the Merger Agreement, Richard Bastiani, Ph.D., Richard Bear, H. Stewart Parker, Todd R. Patrick, Joseph M.
Patti, Ph.D. will be appointed to fill the vacancies created by the resignations of the current AmpliPhi directors
listed above aswell asanewly created Class |11 director vacancy in connection with an increase in the authorized
number of AmpliPhi’s directors from six to seven. Dr. Bastiani and Mr. Patrick will be appointed as Class 111
directors, Ms. Parker and Mr. Bear will be appointed as Class |1 directors, and Dr. Patti will be appointed asa
Class| director.

Whilethe Class |1 directorsand Class |11 directors would ordinarily have terms of office that expire at the 2020
annual meeting of shareholders and the 2021 annual meeting of shareholders, respectively, pursuant to the RCW
and AmpliPhi’s current bylaws, the term of adirector elected by the board of directorsto fill avacancy expires at
the next shareholders' meeting at which directors are el ected, regardless of whether the term of any other directors
in the same class expire at alater date. Accordingly, al directors of AmpliPhi immediately following the effective
time of the Merger, other than Jeremy Curnock Cook and Michael S. Perry, D.V.M., Ph.D., will have aterm of office
that expires at AmpliPhi’s 2019 annual meeting of shareholders.

The following information sets forth the names, ages, director classes, and proposed titles of each of the
proposed directors of the combined company upon consummeation of the Merger, their present principal
occupation and their recent business experience. During the last five years, neither we nor the proposed directors
of the combined company have been (i) convicted in a criminal proceeding (excluding traffic violations and similar
misdemeanors) or (ii) aparty to any judicial or administrative proceeding (except for matters that were dismissed
without sanction or settlement) that resulted in ajudgment, decree or final order enjoining such person from future
violations of, or prohibiting activities subject to, federal or state securitieslaws, or afinding of any violation of
federal or state securitieslaws.

Designee Director Age Class

Richard Bastiani (Chair) 77 1"

Richard Bear 56 Il

C3J Designees H. Stewart Parker 63 I

Todd R. Patrick 56 1

Joseph M. Patti, Ph.D. 54 |

AmpliPhi Designees Jeremy Curnock Cook 69 1
Michael S. Perry, D.V.M., Ph.D. 59 |
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Class| Directors

Joseph M. Patti, Ph.D. currently serves as the Executive Chairman of Agilvax, Inc., a private company that
discovers and devel ops immunotherapies to combat cancer and targeted vaccines against infectious diseases, and
as President of JP Biotech Advisors, Inc., which provides strategic growth and drug development advice to
emerging biotechnology companies. Dr. Patti joined Aviragen Therapeutics, Inc. in November 2012 and served as
its Executive Vice President of Corporate Development and Strategy until October 1, 2014, when he was appointed
asthat company’s President and Chief Executive Officer and adirector. He served in those roles until 2018, when
Aviragen merged with Vaxart, Inc. (NASDAQ CM: VXRT) in atransaction that valued the company at a premium
to its market capitalization. Prior to joining Aviragen, Dr. Patti co-founded Inhibitex, Inc. in 1998 and served asits
Chief Scientific Officer and Senior Vice President of Research and Development from 2007 until it was acquired by
Bristol Myers Squibb in February 2012. He also served asits Chief Scientific Officer and Vice President of
Research and Development from 2005 to 2007 and as Vice President, Preclinical Development prior to that. Before
co-founding Inhibitex, Dr. Patti was an Assistant Professor at Texas A& M’ s Institute of Biosciences and
Technology and also served on the faculty at the University of Texas Health Science Center Graduate School of
Biomedical Sciences. Dr. Patti received aB.S. in Microbiology from the University of Pittsburgh, aM.S.P.H. from
the University of Miami, School of Medicine and aPh.D. in Biochemistry from the University of Alabamaat
Birmingham. Dr. Patti was adirector of SciStem Therapeutics, Inc., a privately-held biotechnology company from
2012 to 2015. Dr. Patti was adirector of Inhibitex from 1998 to 2005. Dr. Patti’ s scientific knowledge and
background and experience in devel oping numerous preclinical and clinical bio-pharmaceutical product
candidates, aswell as his senior management experience over the past decade in developing and implementing the
business and financial strategies of emerging, publicly-traded biopharmaceutical companies, led to the conclusion
that he should serve on C3J s board of directors.

Michael S. Perry, D.V.M., Ph.D. has served as amember of our Board of Directors since November 2005.
Since June 2017 Dr. Perry has served as the Chief Executive Officer of AvitaMedical Ltd, apublicly traded
(ASX:AVH) medical technology company, and has been a member of the board of directors of AvitaMedical
since February 2013. Since April 2017 he has also served as a Director of Bioscience Managers Pty Ltd., amedical
sciences fund manager. From January 2016 to April 2017, Dr. Perry served as Senior Vice President and Chief
Scientific Officer of Global Business Development and Licensing for Novartis AG. From September 2014 to
January 2016 he served as Chief Scientific Officer for the Cell and Gene Therapy Unit of Novartis Pharmaceuticals
Corporation and from October 2012 to September 2014, he served as Global Head of Stem Cell Therapy and Vice
President of the Integrated Hospital Care Franchise for Novartis Pharmaceuticals Corporation. Prior to rejoining
Novartisin October 2012, he was a Venture Partner with Bay City Capital, LLC, aventure capital firm, from 2005 to
September 2012. While serving in this capacity, he concurrently served as President and Chief Medical Officer at
Poniard Pharmaceuticals, Inc., apublicly held drug devel opment company, and from 2009 to 2011. Dr. Perry aso
previously served as Chief Development Officer of VIA Pharmaceuticals, Inc., apublicly held biotechnology
company, from 2005 to 2009. Dr. Perry served as Chairman and Chief Executive Officer of Extropy Pharmaceuticals,
Inc., aprivately held pediatric speciaty pharmaceutical company, from 2003 to 2005. From 2002 to 2003, he served
as President and Chief Executive Officer of Pharsight Corporation, a publicly held software and consulting
services firm. From 2000 to 2002, he served as Global Head of Research and Devel opment for Baxter Healthcare' s
BioScience Division (now Baxalta). From 1997 to 2000, Dr. Perry served as President and Chief Executive Officer of
SyStemix Inc. and Genetic Therapy Inc., both wholly-owned subsidiaries of Novartis Pharma. Dr. Perry served as
Vice President of Regulatory Affairsfor Novartisfrom 1994 to 1997. Prior to 1994, Dr. Perry held various
management positions with Syntex Corporation (now Roche), Schering-Plough Corporation (now Merck) and
BioResearch Laboratories, Inc. Dr. Perry received a Doctor of Veterinary Medicine (DVM), aPh.D. in biomedical
science-pharmacol ogy specialty and an Honours B.Sc. in physics from the University of Guelph in Ontario,
Canada. Heis also a graduate of the Harvard Business School International Management Forum. Dr. Perry has
served as Adjunct Professor in the Gates Center for Regenerative Medicine at the University of Colorado School
of Medicine, Anschutz Medical Campus since November 2013. He has served as a member of the board of
directors of Arrowhead Pharmaceuticals since December 2011 and on the board of Gamida Cell Ltd. since
May 2017. The Nominating and Corporate Governance Committee and the Board of Directors believe that
Dr. Perry’ s substantial scientific and medical knowledge, investing
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experience, and operational and executive experience in the biotechnology and pharmaceutical industries qualifies
him to serve on our Board of Directors.

Class|| Directors

H. Stewart Parker isthe Principal of Parker BioConsulting. Ms. Parker has served as amember of the board
of directors of C3Jsince 2010 and as chair of the board since March 2016. She has also been amember of the
board of directors of Sangamo Therapeutics, Inc. since June 2014. Ms. Parker has over 36 years of experiencein
the biotechnology industry. She served as the chief executive officer of The Infectious Disease Research Institute,
or IDRI, anot-for-profit global health research institute, from March 2011 to December 2013. In 1992, Ms. Parker
founded Targeted Genetics Corporation, a publicly traded Seattle-based biopharmaceutical company formed to
develop gene-based treatments for acquired and inherited diseases that became aworld leader in AAV gene
therapy. She held the position of President and CEO and was a member of its board of directorsfrom the
company’ sinception until November 2008. Prior to founding Targeted Genetics, Ms. Parker served in various
capacities at Immunex from August 1981 through December 1991, most recently as vice president, corporate
development. From February 1991 to January 1993, Ms. Parker served as president and a director of Receptech
Corporation, acompany formed by Immunex in 1989 to accel erate the devel opment of soluble cytokine receptor
products. She has served on the board of directors and the executive committee of BIO, the primary trade
organization for the biotechnology industry. She currently serves as a member of the boards of directorsfor
severa for-profit and non-profit companiesincluding Achieve Life Sciences, Inc. and StrideBio, Inc. Ms. Parker
received her B.A. and M.B.A. from the University of Washington.

Ms. Parker was selected as adirector because of her extensive experience in the industry, prior experience as
apublic company director (including service as a member of the compensation and the nominating and corporate
governance committees of the board), aswell as her strong commitment to shareholders’ interests.

Richard Bear isthe Chief Financial Officer of CRH Medical Corporation, an NY SE American listed medical
services business, and has served as an officer of CRH since 2006. Prior to joining CRH, Mr. Bear worked at 1D
Biomedical Corporation as Chief Financial Officer from 2002 until 2006, when the company was acquired by
GlaxoSmithKline. During histime at ID Biomedical, he worked on public offerings, real-estate sal e/l ease-back
transactions and other financing activities generating in excess of $350 million, as well as the company’s
$1.5 hillion acquisition by GlaxoSmithKline. Before joining ID Biomedical, Mr. Bear spent 15 yearsworking in the
telecommunications industry in accounting, financial, and senior management rolesfor McCaw Cellular, AT& T
Wirelessand XO Communications. Mr. Bear has served on the boards of directors of private and public
companies, including as Audit Committee Chairperson. He has al so been active on the boards of several charitable
organizations.

Mr. Bear was selected as a director because of his extensive financial and executive management experience.
He has a degree in Business Administration from the University of Washington and has received a Certified
Public Accountant designation. Mr. Bear hasfinancial expertise, athorough understanding of financial
statements, corporate finance and accounting and extensive experience with public companies, all of which makes
him avalued member of the board of directors.

Classl|!I Directors

Todd R. Patrick has served as President and Chief Executive Officer of C3J since 2010, and as a member of
the board of directors since 2009. Prior to joining C3J, Todd served as President and Chief Operating Officer of 1D
Biomedical Corporation. Mr. Patrick joined ID Biomedical in 1994 when he became the first employee of the
Company’ s vaccine subsidiary. Todd remained with ID Biomedical asits President until 2005, when
GlaxoSmithKline purchased the Company for $1.5 billion. Upon retiring from ID Biomedical, Mr. Patrick and a
group of investors raised over $100 million to invest in several biomedical companies where Todd served asa
director and consultant. Before he joined ID Biomedical, Mr. Patrick was appointed as the first Director of the
Office of Intellectual Property Administration at UCLA, helping the organization start its |P program in 1989.

Mr. Patrick is the past Chairman of the Board of Trustees for the Seattle Biomedical Research Institute, a400-
person, non-profit global health organization focused on
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creating new drugs and vaccines to treat infectious diseases in the devel oping world. Todd currently serves on
the board of directors of CRH Medical Corporation (NY SE American: CRHM); Sunniva, Inc.; Vaxent Vaccines
LLC; and InvVax, Inc. Heis also on the board of the non-profit Foster Foundation.

Mr. Patrick was selected as a director because of his extensive leadership experience with biotechnology
companies and hisin-depth knowledge of the C3J business, strategy and management team, aswell as his
experience serving as a public company director and executive officer.

Richard Bastiani, Ph.D. has served as amember of the board of directors of C3J since 2013. He has over
40 years of industry experience and has served on the boards of 14 biotechnology and life science companies
throughout his career. He has served as a member of the board of directors of BioNex, aprivately held company
that devel ops and manufactures systems for |aboratory automation and liquid handling, since 2014. From 1995
through 2018, he served as a member of the board of directors of Abaxis Inc., apublic diagnostic company
providing point of care, automated blood analysis systems and single test products for human and veterinary
markets that was acquired by Zoetisin 2018 for $2 billion. From 1995 to 1998, Dr. Bastiani was President of
Dendreon, a biotechnology company dedicated to providing innovative cell therapiesfor cancer. From 1970 until
1995, Dr. Bastiani held anumber of positions with Syva Company, a diagnostic company, including as President
from 1991 until Syvawas acquired by asubsidiary of Hoechst AG of Germany in 1995. From 2007 to 2011,
Dr. Bastiani served as Chairman of the board of directors of Response Biomedical Corporation. In 1996,
Dr. Bastiani was appointed to the board of directors of ID Biomedical Corporation, a public vaccine company, and
he served as the chairman of the board of directors from 1998 until the company’s 2005 acquisition by
GlaxoSmithKline. Dr. Bastiani also served as co-founder and adirector of DiscoverRx, a privately held company
developing and selling high-throughput screening, protein profile and cell pathway assays and services, and on
the boards of Pathwork Diagnostics, a privately held Molecular Diagnostic company focused on cancer
diagnostics using proprietary genomic profiling and informatics. Dr. Bastiani also serves on the Board of Fellows
of Santa ClaraUniversity. He received his Ph.D. in Chemistry from Michigan State University in 1970, hisM.S. in
Chemistry from California State University in 1967, and his B.S. in Chemistry from Santa Clara University in 1964.

Dr. Bastiani was selected as adirector because of his extensive |eadership experience with biotechnology
companies and hisin-depth knowledge of AmpliPhi’sand C3J sindustry, aswell as his experience serving on the
Boards of Directors of various public and private companies.

Jeremy Curnock Cook has served as amember of the board of directors of AmpliPhi since July 1995 and as
Chairman of AmpliPhi’s board of directors since 1998. From September 2014 to May 2015, he served as Interim
Chief Executive Officer of AmpliPhi. Mr. Curnock Cook has served as Chairman of International Bioscience
Managers Limited, a corporate and investment advisory firm, since 2000, and also currently serves as Managing
Director of Bioscience Managers Pty Ltd, amedical sciences fund manager. From 1987 to 2000, Mr. Curnock Cook
was adirector of Rothschild Asset Management Limited, a corporate and investment advisory company, and was
responsible for the Rothschild Bioscience Unit. Mr. Curnock Cook founded the International Biochemicals Group
in 1975, which was sold in 1985 to Royal Dutch Shell, where he served as Managing Director until 1987. He also
serves as amember of the board of directors of AvitaMedical Ltd, apublicly traded (ASX:AVH) medical
technology company, Nexus6 Ltd and SeaDragon Ltd. Mr. Curnock Cook received an M.A. in natural sciences
from Trinity College, Dublin.

Mr. Cook was selected as a director because of his extensive leadership experience with biotechnology
companies and his in-depth knowledge of AmpliPhi’ s business, strategy and management team, aswell as his
experience serving as a public company director and executive officer.

The board of directors of the combined company will have an audit committee, a compensation committee
and a nominating and corporate governance committee, in accordance with the rules of the NY SE American. Louis
Drapeau, Paul C. Grint, M.D., Wendy S. Johnson and Vijay Samant will resign from their positions as directors of
AmpliPhi, effective upon the effective time of the Merger. Dr. Grint will also resign as the Chief Executive Officer of
AmpliPhi, effective at the effective time of the Merger.

Laura Czelada, Steve Semmelmayer, Richard Bisson, Fred Eichmiller and Wenyuan Shi, each a current member
of the C3J board of directors, are expected to resign from their positions as directors of C3J as of the effective time
of the Merger.
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Board Committees

The board of directors of the combined company is expected to have the following committees: (1) an audit
committee comprised of Richard Bear (chairman of the audit committee), Jeremy Curnock Cook and Joseph Patti,
(2) acompensation committee comprised of Michael Perry (chairman of the compensation committee), H. Stewart
Parker, Joseph Patti and Jeremy Curnock Cook and (3) a nominating and corporate governance committee
comprised of H. Stewart Parker (chairman of the nominating and corporate governance committee), Richard
Bastiani, Michael Perry and Richard Bear.

Audit Committee

The Audit Committee of the board of directors was established by the Board in accordance with Section 3(a)
(58)(A) of the Securities Exchange Act of 1934, as amended, or the Exchange Act, to oversee AmpliPhi’s corporate
accounting and financial reporting processes and audits of itsfinancial statements. The functions of this Audit
Committee include, among other thing:

+  evaluating the performance, independence and qualifications of our independent auditors and determining
whether to retain our existing independent auditors or engage new independent auditors and to present the
committee’s conclusion to our board of directors;

*  reviewing and approving the engagement of our independent auditors to perform audit services and any
permissible non-audit services;

¢ monitoring the rotation of partners of our independent auditors on our audit engagement team asrequired by
law;

*  prior to engagement of any independent auditor, and at least annually thereafter, reviewing relationships that
may reasonably be thought to bear on their independence, and assessing and otherwise taking the
appropriate action to oversee the independence of our independent auditor;

*  reviewing our annual and quarterly financial statements and reports, including the disclosures contained
under the caption “Management’ s Discussion and Analysis of Financial Condition and Results of
Operations,” and discussing the statements and reports with our independent auditors and management;

*  reviewing with our independent auditors and management significant issues that arise regarding accounting
principles and financial statement presentation and matters concerning the scope, adequacy and
effectiveness of our internal control over financial reporting;

*  reviewing with management and our auditors any earnings announcements and other public announcements
regarding material developments;

+  establishing procedures for the receipt, retention and treatment of complaints received by us regarding
internal accounting controls, accounting or auditing matters and other matters;

*  preparing the report that the SEC requiresin our annual proxy statement;

*  reviewing and providing oversight of any related-person transactionsin accordance with our related-person
transactions policy and reviewing and monitoring compliance with legal and regulatory responsibilities,
including our code of business conduct and ethics;

*  reviewing on aperiodic basis our investment policy; and

*  reviewing and evaluating on an annual basisits own performance, including its compliance with its charter.
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Compensation Committee

The Compensation Committee will act on behalf of the board of directors of the combined company to review,
adopt and oversee compensation strategy, policies, plans and programs, including:

*  reviewing, modifying and approving (or if it deems appropriate, making recommendations to the full board of
directorsregarding) our overall compensation strategy and policies;

*  reviewing and approving (or if it deems appropriate, making recommendations to the full board of directors
regarding) the compensation and other terms of employment of our executive officers;

*  reviewing and approving (or if it deems appropriate, making recommendations to the full board of directors
regarding) performance goals and objectives relevant to the compensation of our executive officers and
assessing their performance against these goals and objectives;

+  reviewing and approving (or if it deemsit appropriate, making recommendations to the full board of directors
regarding) the equity incentive plans, compensation plans and similar programs advisable for us, aswell as
modifying, amending or terminating existing plans and programs;

+  evaluating risks associated with our compensation policies and practices and assessing whether risks arising
from our compensation policies and practices for our employees are reasonably likely to have a material
adverse effect on us;

*  reviewing making recommendations to the full board of directors regarding the type and amount of
compensation to be paid or awarded to our non-employee Board members,

+  establishing policies with respect to votes by our shareholders to approve executive compensation as
required by Section 14A of the Exchange Act and determining our recommendations regarding the frequency
of advisory votes on executive compensation, to the extent required by law;

*  reviewing and assessing the independence of compensation consultants, legal counsel and other advisors
asrequired by Section 10C of the Exchange Act;

+  administering our equity incentive plans;
+  establishing policies with respect to equity compensation arrangements,

*  reviewing the competitiveness of our executive compensation programs and eval uating the effectiveness of
our compensation policy and strategy in achieving expected benefitsto us;

*  reviewing and approving (or if it deems appropriate, making recommendations to the full board of directors
regarding) the terms of any employment agreements, severance arrangements, change-of-control protections
and any other compensatory arrangements for our executive officers;

*  reviewing the adequacy of its charter on aperiodic basis;

*  reviewing with management and approving our disclosures, if any, under the caption “ Compensation
Discussion and Analysis’ and related tables in our periodic reports or proxy statementsto be filed with the
SEC;

s preparing the report that the SEC requiresin our annual proxy statement; and

*  reviewing and assessing on an annual basisits own performance.

Nominating and Cor por ate Gover nance Committee

The Nominating and Corporate Governance Committee will oversee AmpliPhi’ s corporate governance
function. The primary functions of this committee will include:

* identifying, reviewing and evaluating candidates to serve on our board of directors consistent with criteria
approved by our board of directors;

+  evauating director performance on management and the Board and applicable committees of the Board and
determining whether continued service on our board of directorsis appropriate;

*  evauating, nominating and recommending individuals for membership on our board of directors;
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+  evaluating nominations by shareholders of candidates for election to our board of directors;
*  considering and assessing the independence of members of our board of directors;

+  developing aset of corporate governance policies and principles, periodically reviewing and assessing these
policies and principles and their application and recommending to our board of directors any changesto
such policies and principles;

*  reviewing the adequacy of its charter on an annual basis; and

+ annually evaluating the performance of the Nominating and Corporate Governance Committee.

Executive Officersof AmpliPhi Following the Merger

Subject to and effective upon the closing of the Merger, the current executive officers of C3Jwill be the
executive officers of AmpliPhi. The following information sets forth the names, ages, and proposed titles of each
of the executive officers of the combined company upon consummation of the Merger, their present principal
occupation and their recent business experience. During the last five years, neither we nor the proposed executive
officers of the combined company have been (i) convicted in a criminal proceeding (excluding traffic violations
and similar misdemeanors) or (ii) aparty to any judicial or administrative proceeding (except for matters that were
dismissed without sanction or settlement) that resulted in ajudgment, decree or final order enjoining such person
from future violations of, or prohibiting activities subject to, federal or state securities laws, or afinding of any
violation of federal or state securities laws.

Name Age Position(s)
Todd R. Patrick 56 Chief Executive Officer

Brian Varnum, Ph.D. 59 President and Chief Development Officer
Steve Martin 57 Chief Financia Officer

Duane Morris 68 Vice President of Operations

Todd R. Patrick’ s biographical information is set forth above under “ Directors of AmpliPhi Following the
Merger — Class III Directors.”

Brian Varnum, Ph.D. is abiotech veteran with more than 20 years of experience. Dr. Varnum began his career
with Amgen and spent more than 18 years at the biotech pioneer as that company grew from a start-up to alarge
and successful biotechnology company. He started in discovery research where histeam purified novel growth
factors and advanced antibodies and small moleculesinto clinical studies. Dr. Varnum also worked in
development, assisting with clinical development of proteins, antibodies and small molecules. In this capacity, he
contributed to key regulatory filings, market research and product |aunch, giving him experience in drug discovery
and development from the lab bench to product launch and marketing. After retiring from Amgen in 2007,

Dr. Varnum turned his focus to the start-up landscape, working in several capacities, including assisting investors,
entrepreneurs and start-ups in the assessment of technologies for funding or in-licensing. In these capacities, he
established research strategies and plans, and served as CSO for several companies, securing funding, and
executing research contracts with large and mid-sized pharmaceutical companies. Dr. Varnum obtained his Ph.D.
from UCLA studying oncogenes, and his drug development research experience includes hematopoietic growth
factor discovery, oncology, auto-immune/inflammatory disorders, personalized medicinein IBD and infectious
diseases.

Seve R. Martin has served as our Chief Financial Officer since January 2016. Mr. Martin served as Senior
Vice President and Chief Financia Officer of Applied Proteomics, Inc., amolecular diagnostics company, from
December 2014 to August 2015. From June 2011 to December 2014, Mr. Martin served as Senior Vice President and
Chief Financial Officer of Apricus Biosciences, Inc., apublicly traded pharmaceutical company, and served as the
Interim Chief Executive Officer of Apricusfrom November 2012 through March 2013. From 2008 to January 2011,
Mr. Martin served as Senior Vice President and Chief Financial Officer of BakBone Software, a publicly traded
software company. During hisfinal 10 months with BakBone until the company’ s acquisition in January 2011,

Mr. Martin also served as BakBone' s Interim Chief Executive Officer. From 2005 to 2007, Mr. Martin served as
Chief Financial Officer of Stratagene Corporation, apublicly traded research products and clinical diagnostics
company.
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Mr. Martin’s previous experience also includes serving as Controller with Gen-Probe Incorporated, a publicly
traded molecular diagnostics company, aswell as 10 years with Deloitte & Touche LLP, a public accounting firm.
Mr. Martin holds aB.S. degree from San Diego State University and is acertified public accountant (inactive).

Duane Morris leads the production, quality, facilities, and clinical operations areas for C3J. Prior to joining
C3J, Mr. Morriswas the Chief Operating Officer at Response Biomedical in Vancouver, Canada. While at
Response Biomedical, Mr. Morris directed the expansion of manufacturing facilities and scale-up of in-vitro
diagnostic products. Prior to histenure at Response, Mr. Morriswas responsible for all manufacturing and quality
control activitiesfor ID Biomedical Corporation until its acquisition by GlaxoSmithKline (GSK). Mr. Morriswas
then responsible for all North American Operations which included influenza vaccine production for GSK.
Mr. Morris started his career at Syntex Corporation in Palo Alto, where he spent 21 yearsin increasingly
responsible positions, ultimately becoming the Director of Pharmaceutical Manufacturing. Mr. Morris earned his
BA in Management from Saint Mary’s Collegein Moraga, California.
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RELATED PARTY TRANSACTIONS OF DIRECTORS AND EXECUTIVE OFFICERSOF THE COMBINED
COMPANY

Described below are any transactions occurring since January 1, 2017, and any currently proposed
transactions to which either AmpliPhi or C3Jwas a party and in which:

. The amounts involved exceeded or will exceed the lesser of (i) $120,000 and (ii) one percent of the
average of AmpliPhi’sor C3J stotal assets at year end for the last two completed fiscal years; and

+  Addirector, executive officer, holder of more than 5% of the outstanding capital stock of AmpliPhi or C3J,
or any member of such person’simmediate family had or will have a direct or indirect material interest.

AmpliPhi Transactions

For information regarding AmpliPhi related party transactions, refer to the information under Item 13 of Part
111 of the AmpliPhi 10-K, which isincorporated by reference into this proxy statement.

Changein Control and Severance Benefits Arrangements

See “The Merger — Interests of the AmpliPhi Directors and Executive Officers in the Merger” for a
description of the terms of the change in control and severance benefits arrangements.

Director and Executive Officer Compensation

For information regarding the compensation of AmpliPhi’s directors and named executive officers, refer to the
information under Item 11 of Part 11 of the AmpliPhi 10-K, which isincorporated by reference into this proxy
statement.

Private Placement of Common Stock: The Financing

On February 5, 2019, AmpliPhi, C3J and the Investors entered into the Share Purchase Agreements, as
contemplated by equity commitment |etters previously entered into among such parties on January 3, 2019.
Pursuant to the Share Purchase Agreements, AmpliPhi agreed to sell and issue, and the Investors agreed to
purchase from AmpliPhi, $10.0 million of shares of the AmpliPhi’s common stock immediately following the
effective time of the Merger, at a purchase price per share equal to (i) $40.0 million, divided by (ii) the total number
of shares of common stock outstanding on afully diluted, as-converted basis, assuming the conversion, exercise
or settlement of all outstanding options, warrants, and restricted stock units as of immediately after the effective
time of the Merger, but excluding (A) any shares of common stock issuable pursuant to the Share Purchase
Agreements and (B) any shares of AmpliPhi common stock reserved for issuance under any equity incentive plan,
stock option plan or similar arrangement but for which awards have not yet been granted as of the effective time of
the Merger and any shares of common stock issuable in connection with out-of-the-money options and out-of-the
-money warrants.

After the closing of the Financing, it is expected that (a) the former C3J securityholders will own
approximately 76% of the aggregate number of the outstanding AmpliPhi securities on afully diluted basis but
using the treasury stock method and excluding out-of-the-money options and out-of-the-money warrants, of
which approximately 20% will be represented by the sharesissued in the Financing to the Investors, and (b) the
AmpliPhi securityholders as of immediately prior to the Merger will own approximately 24% of the aggregate
number of the outstanding AmpliPhi securities (on afully diluted basis but using the treasury stock method and
excluding out-of-the-money options and out-of-the-money warrants), in each case, subject to adjustment of the
Exchange Ratio as set forth in the Merger Agreement and described herein.

The shares of common stock to be issued in the Financing will be offered and sold in reliance on an
exemption from registration under Regulation D promulgated under Section 4(a)(2) of the Securities Act.
Appropriate restrictive legends will be affixed to the sharesissued in the Financing.

The form of Share Purchase Agreement is attached to this proxy statement as Appendix B.
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At the closing of the Financing, the combined company will enter into aregistration rights agreement with
each of the Investors, pursuant to which the combined company will agree to register for resale the shares of
common stock issued in the Financing within areasonabl e specified time period following such closing.

The form of registration rights agreement to be entered into at the closing of the Financing is attached as
Exhibit D to the Share Purchase Agreement attached to this proxy statement as Appendix B.
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UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS

The following information and all other information contained in this proxy statement does not give effect
to a Reverse Split described in Proposal No. 3.

The following unaudited pro forma combined financial statements give effect to the proposed Merger. The
transaction will be accounted for under the acquisition method of accounting under existing U.S. generally
accepted accounting principles, or GAAP, which are subject to change and interpretation. C3J Therapeutics, Inc.
(“C3J") isconsidered to be the acquiring company for accounting purposesin thistransaction. C3Jis considered
the accounting acquirer even though AmpliPhi Biosciences Corporation (“AmpliPhi”) will be the issuer of the
common stock in the Merger. Under the acquisition method of accounting, management of C3Jand AmpliPhi have
made a preliminary estimate of purchase price, calculated as described in Note 2 to these unaudited pro forma
combined financial statements. The net tangible assets acquired and liabilities assumed in connection with the
transaction are at their estimated acquisition date fair values. The unaudited pro forma combined financial
statements presented below are based upon the historical financial statements of C3Jand AmpliPhi, included in
this proxy statement, adjusted to give effect to the acquisition of AmpliPhi by C3J, for accounting purposes. The
pro forma adjustments are described in the accompanying notes presented on the following pages.

The unaudited pro forma combined balance sheet as of December 31, 2018, and the unaudited pro forma
combined statement of operations and comprehensive loss for the year ended December 31, 2018 presented herein
are based on the historical financial statements of C3J and AmpliPhi, adjusted to give effect to the proposed
acquisition (for accounting purposes) of AmpliPhi by C3J. The pro forma assumptions and adjustments are
described in the accompanying notes presented in the following pages.

Because the C3J security holders are anticipated to own approximately 70% of the fully-diluted capitalization
of the Company immediately following the closing of the Merger, and the C3J directors and management will hold
amagjority of board seats and key positions in the management of the Company, C3Jis considered to be the
acquiring company for accounting purposes, and the transaction will be accounted for by C3Jas areverse
acquisition under the acquisition method of accounting for business combinations. Accordingly, the acquisition
consideration for accounting purposes will consist of the AmpliPhi common stock issued by AmpliPhi that are
expected to be outstanding at the date of the Merger upon closing. Assets and liabilities of AmpliPhi will be
measured at fair value and added to the assets and liabilities of C3J, and the historical results of operations of C3J
will be reflected in the results of operations of the Company following the Merger.

The unaudited pro forma combined financial statements were prepared in accordance with the regul ations of
the SEC. The pro forma adjustments reflecting the compl etion of the Merger are based upon the preliminary
accounting analysis conclusion that the Merger, without the completion of avaluation of the identifiable
intangibles, should be accounted for under the acquisition method of accounting in accordance with GAAP and
upon the assumptions set forth in the notes to the unaudited pro forma combined financial statements.

The C3J balance sheet as of December 31, 2018 and statement of operations and comprehensive loss for
years ended December 31, 2018 and were derived from its audited financial statements, included elsewherein this
proxy statement.

The AmpliPhi balance sheet as of December 31, 2018 and statement of operations and comprehensive loss for
the year ended December 31, 2018 and 2017 were derived from its audited consolidated financia statements
included inits Form 10-K filed on March 25, 2019, incorporated by reference in this proxy statement.

The historical financia statements have been adjusted to give pro formaeffect to eventsthat are (i) directly
attributable to the Merger, (ii) factually supportable, and (iii) with respect to the statement of operations, expected
to have a continuing impact on the combined results. The pro forma combined financial statements and pro forma
adjustments have been prepared based on preliminary estimates of fair value. Differences between these
preliminary estimates and the final acquisition accounting will occur and could have amaterial impact on the
accompanying unaudited pro forma combined financial statements and the Company’ s future results of operations
and financial position. The actual amounts recorded as of the
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completion of the Merger may differ materially from the information presented in these unaudited pro forma
combined financial statements as aresult of the timing of completion of the Merger, fair market value of AmpliPhi
as of the close of the Merger, and other changes in the AmpliPhi net assets that occur prior to the completion of
the Merger, which could cause material differencesin the information presented below.

The estimated number of shares of AmpliPhi common stock used to cal culate the acquisition consideration is
determined based on respective fair values of C3Jand AmpliPhi pursuant to the Merger Agreement. The amount
of acquisition consideration, assets acquired and liabilities assumed that will be used in acquisition accounting
will be based on the combined company’ sfair values as determined at the time of closing and may differ
significantly from these preliminary estimates.

The unaudited pro forma combined financial statements do not give effect to the potential impact of current
financial conditions, regulatory matters, operating efficiencies or other savings or expenses that may be
associated with the acquisition. The unaudited pro forma combined financial data also do not include any
integration costs. The unaudited pro forma combined financial statements have been prepared for illustrative
purposes only and are not necessarily indicative of the financial position or results of operationsin future periods
or theresults that actually would have been realized had C3J and AmpliPhi been a combined company during the
specified period. The unaudited pro formacombined financial statements, including the notes thereto, should be
read in conjunction with the C3J historical audited financial statements for the year ended December 31, 2018
included elsewhere in this proxy statement and in conjunction with the AmpliPhi historical audited consolidated
financial statementsincluded in its Annual Report on Form 10-K for the year ended December 31, 2018.
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Unaudited Pro Forma Combined Balance Sheet
Asof December, 31 2018

Historical Historical Pro forma
AmpliPhi C3J Merger ProForma
Biosciences, Inc. Therapeutics,Inc.  Adjustments Note Combined
Assets
Current assets
Cash, cash equivalents and short-term investments $ 8,157,000 $ 9,663,000 $ 10,000,000 A3 $ 24,029,000
(3,791,000) A7
Prepaid expenses and other current assets 251,000 697,000 — 948,000
Total current assets 8,408,000 10,360,000 6,209,000 24,977,000
Restricted cash — 800,000 — 800,000
Property and equipment, net 503,000 3,249,000 882,000 A4 4,634,000
In-process research and devel opment 2,731,000 — 2,699,000 A5 5,430,000
Acquired patents, net 245,000 — (245,000) A5 —
Other noncurrent assets — 136,000 — 136,000
Total assets $ 11,887,000 $ 14,545,000 $ 9,545,000 $ 35,977,000
Liabilities and stockholders’ equity (deficit)
Current liabilities:
Accounts payable and accrued liabilities $ 2,572,000 $ 727,000 $ 908,000 A8 $ 3,830,000
(377,000) A7
Deferred rent — 335,000 — 335,000
Deferred asset acquisition consideration — 970,000 — — 970,000
Total current liabilities 2,572,000 2,032,000 531,000 5,135,000
Derivative liabilities 22,000 — (22,000) A7 —
Deferred tax liability 819,000 — 810,000 A6 1,629,000
Deferred rent — 810,000 — 810,000
Deferred asset acquisition consideration, net of current
portion — 2,892,000 (1,330,000) A9 1,562,000
Asset acquisition derivative liability — 1,117,000 (1,117,000) A10 —
Total liabilities 3,413,000 6,851,000 (1,128,000) 9,136,000
Common Stock 323,000 145,736,000 (323,000) A1 1,394,000
280,000 A3
(144,622,000) A2
Additional paid-in capital 414,467,000 — (405,993,000) A1l 170,823,000
9,720,000 A3
144,622,000 A2
2,526,000 A4, A5, A6
1,330,000 A9
4,151,000 B1
Accumulated deficit (406,316,000) (138,042,000) 406,316,000 Al (145,376,000)
(3,392,000) A7
(908,000) A8
1,117,000 A1l0
(4,151,000) B1
Total stockholders' equity (deficit) 8,474,000 7,694,000 10,673,000 26,841,000
Total liabilities and stockholders' equity (deficit) $ 11,887,000 $ 14,545,000 $ 9,545,000 $ 35,977,000
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Unaudited Pro Forma Combined Statement of Operations and Comprehensive L 0ss
For the Year Ended December 31, 2018

Historical Historical Pro forma
AmpliPhi C3J Therapeutics, Mer ger Pro Forma
Biosciences, Inc. Inc. Adjustments Note Combined
Revenue $ — $ — 3 — $ —
Operating expenses:
Research and development 4,892,000 8,372,000 990,000 B1 14,254,000
Acquired in-process resarch and
development — 6,767,000 — 6,767,000
Genera and administrative 5,702,000 2,519,000 3,161,000 B1 11,382,000
Impairment charges 1,930,000 — — 1,930,000
Total operating expenses 12,524,000 17,658,000 4,151,000 34,333,000
Loss from operations (12,524,000) (17,658,000) (4,151,000) (34,333,000)
Total other income (expense), net 86,000 956,000 — 1,042,000
L oss before income taxes (12,438,000) (16,702,000) (4,151,000) (33,291,000)
Income tax benefit 328,000 — — 328,000
Net loss (12,110,000) (16,702,000) (4,151,000) (32,963,000)
Unrealized gain on available-for-sale
securities — 7,000 — 7,000
Net loss and comprehensive |oss $ (121100000 $ (16,695,000) $ (4,151,000) $(32,956,000)
Net loss per share, basic $ (064) $ (0.18) $ (0.25)
Weighted-average common shares S
outstanding, basic 18,980,796 94,320,106 133,991,631
Net |oss per share, diluted $ (064) $ (0.18) $ (0.25)
Weighted-average common shares
outstanding, diluted 19,059,895 94,320,106 133,991,631
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NOTESTO UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION
1. Description of Transaction and Basis of Presentation

Description of Transaction

On January 3, 2019, C3J entered into the Merger Agreement with AmpliPhi. Pursuant to the terms and subject
to the conditions set forth in the Merger Agreement, C3Jwill be merged into a subsidiary of AmpliPhi and will
become the surviving entity. Concurrent with the Merger, certain C3Jinvestors committed $10.0 millionin
exchange for shares of AmpliPhi common stock immediately following the closing of the Merger. The referencesto
“the Company” in thisfootnote 1 refer to the combined merged companies following the Merger.

At the effective time of the Merger, each outstanding share of the common stock of C3Jwill be converted
into the right to receive anumber of shares of AmpliPhi common stock as determined pursuant to the exchange
ratios described in the Merger Agreement, and all outstanding options, warrants or other rights to purchase
shares of capital stock of C3J, will be exchanged for rights to acquire AmpliPhi common stock based on the
exchange ratios described in the Merger Agreement. No fractional shares of AmpliPhi common stock will be
issued in connection with the Merger, and holders of C3J capital stock will be entitled to receive cash for any
fractional share ownership in lieu of stock thereof.

Upon completion of the Merger, current AmpliPhi stockholders will own approximately 30% of the combined
Company and current C3J stockholders will own approximately 70% of the combined Company (determined prior
to the accounting for the financing transaction discussed above).

Basis of Presentation

The unaudited pro forma combined financial statements were prepared in accordance with the regulations of
the SEC, and are intended to show how the Merger might have affected the historical financial statementsif the
Merger had been compl eted as of December 31, 2018 for the purposes of the balance sheet, and on January 1, 2018
for the purposes of the statement of operations for the year ended December 31, 2018.

Based on the terms of the Merger, C3Jis deemed to be the acquiring company for accounting purposes and
the transaction will be accounted for as areverse acquisition under the acquisition method of accounting for
business combinations in accordance with accounting principles generally accepted in the United States.
Accordingly, the assets and liabilities of AmpliPhi will be recorded as of the Merger closing date at their estimated
fair values.

The pro forma adjustments are preliminary and based on management’ s estimates of the fair value of the
assets acquired and liabilities assumed and have been prepared to illustrate the estimated effect of the acquisition.
These estimates are based on the most recently available information. To the extent there are significant changes
to the combined company’ s business following compl etion of the Merger, the assumptions and estimates set forth
in the unaudited pro forma combined financial statements could change significantly. Accordingly, the pro forma
purchase price adjustments are subject to further adjustments as additional information becomes available and as
additional analyses are conducted following completion of the Merger. There can be no assurances that these
additional analyseswill not result in material changesto the estimates of fair value.

The unaudited pro forma combined statement of operations and comprehensive loss for the year ended
December 31, 2018 combine the historical statements of operations and comprehensive loss of C3J and AmpliPhi
for their respective periods and give pro formaeffect to the Merger asif it had been completed on January 1, 2018.

The unaudited pro forma combined financia statements assume an exchange ratio of 0.6892 of AmpliPhi
common stock for each share of C3J common stock. The exchange ratio does not give any effect to the AmpliPhi
proposed reverse common stock split. The exchange ratio, calculated pursuant to the
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formulas set forth in the Merger Agreement, is based on the number of shares of C3J common stock and AmpliPhi
capital stock on afully-diluted basis assuming net exercise of all in-the-money warrants and other common stock
equivalents as of immediately prior to completion of the Merger.

The unaudited pro forma combined financial statements are based on the application of the exchange ratio to
the enterprise market value derived from AmpliPhi’s market value as of $0.33 per share which is the average
closing market price of AmpliPhi’s common stock over the most recent 5 trading days prior to March 14, 2019,
which was considered to be representative of the recent publicly-traded stock price for AmpliPhi. The market
value of AmpliPhi’s common stock at the completion of the Merger may be more or less than $0.33 per share. No
adjustments to the exchange ratio will be made based on changes in the trading price of AmpliPhi’s common stock
or the value of C3J capital stock prior to completion of the Merger. Asaresult, upon closing of the Merger, the
value of the shares of AmpliPhi’s common stock issued or issuable to C3J stockholdersin connection with the
Merger could be substantially less or substantially more than the current market value of AmpliPhi’s common
stock.

2. PurchasePrice

The preliminary estimated total purchase price of the proposed Merger is as follows (in thousands):

Fair value of AmpliPhi stock outstanding $ 10,600
Estimated fair value of in-the-money warrants 400
Total $ 11,000

For pro forma purposes, the fair value of AmpliPhi common stock used in determining the purchase price was
$0.33 per share which is the average closing market price of AmpliPhi’s common stock over the most recent 5
trading days prior to March 14, 2019, a date close to the proxy filing date. The pro formainformationisillustrative
only and the total purchase price consideration at closing of the Merger will be adjusted based upon the actual
closing price of the common stock of AmpliPhi. A $0.01 increase (decrease) in the per share stock price would
increase (decrease) the total purchase price consideration by approximately $317,000. The combined company will
expense all transaction costs as incurred.

Under the acquisition method of accounting, the total purchase priceis allocated to the acquired tangible and
intangible assets and assumed liabilities of AmpliPhi based on their estimated fair values as of the Merger closing
date. The excess of the purchase price over the fair value of assets acquired and liabilities assumed, if any, is
allocated to goodwill.

The allocation of total preliminary estimated purchase price to the acquired tangible assets and liabilities
assumed of AmpliPhi based on the estimated fair values as of December 31, 2018 is as follows (in thousands):

Cash and cash equivalents $ 8157
Fixed assets and prepaid expenses 1,636
Intangibl e assets 5,430
Deferred tax liahility (1,629)
Assumed liabilities (2,594
Total $ 11,000

The alocation of the estimated purchase priceis preliminary because the proposed Merger has not yet been
completed. The final determination of the purchase price allocation is anticipated to be based on the fair values of
assets, including identifiable intangible assets acquired, and the fair values of liabilities assumed as of the Merger
closing date. The final amounts allocated to assets acquired and liabilities assumed could differ significantly from
the amounts presented in the unaudited pro forma combined financial statements.
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AmpliPhi and C3J believe that the historical values of AmpliPhi’s current assets and current liabilities
approximate their fair value based on the short-term nature of such items. AmpliPhi’ s property and equipment has
an estimated fair value based on the price that would be received to sell these assets in an orderly transaction
between market participants around the date of the filing of this proxy. The identifiable intangible assets are
AmpliPhi’ stechnology, which consists primarily of itsintellectual property related to its product candidates.

Ampliphi and C3J have preliminarily concluded that the Merger is a business combination pursuant to ASC
805 and thus, will record the fair value of intangible assets. Ampliphi and C3J have not finalized their valuation but
have estimated and recorded the intangible assets as a difference between the purchase price and the acquired
tangible assets and liabilities. The accounting analysisis preliminary and further analysis and the completion of a
valuation may result in adifferent amount of capitalized intangible asset being recorded as acquired in-process
research and development (IPR& D), changesin fair values of property, plant and equipment, and/or recognition of
goodwill.

3. Pro Forma Combined Earnings Per Share

The pro forma combined weighted average share outstanding included in the calculation of basic and diluted
pro forma combined earnings (loss) per share consists of the following:

Year ended
December 31,
2018

Historical C3J weighted average shares 94,320,106

Sharesissued to Synthetic Genomics, Inc. 10,480,012

Restricted stock awards vested 650,409

Total shares prior to applying the exchange ratio 105,450,527

Exchangeratio 1:0.6892 0.6892

Total shares after applying the exchange ratio 72,676,503
Add:

Post-merger shares outstanding for AmpliPhi 33,437,333

Sharesissued for $10 million financing upon close of the merger 27,877,795

Pro Formaweighted average common shares, basic and diluted 133,991,631

4. Pro Forma Adjustments

The unaudited pro forma combined financial statements include pro forma adjustments to give effect to
certain significant transactions as adirect result of the proposed Merger and the acquisition of AmpliPhi by C3J
for accounting purposes.

The pro forma adjustments reflecting the completion of the Merger are based upon the preliminary
accounting analysis conclusion that the Merger should be accounted for under the acquisition method of
accounting and upon the assumptions set forth below.

The unaudited pro forma combined financial statements do not reflect the effect of an anticipated AmpliPhi
reverse stock split.

The pro forma adjustments are as follows:

A1: To reflect the elimination of AmpliPhi’s historical stockholders' equity balances, including accumulated
deficit.

A2: To recognize the exchange of 113,250,830 shares of C3J common stock outstanding, including unvested
restricted stock awards, immediately prior to the closing of the Merger for 78,057,825 shares of AmpliPhi common
stock upon closing of the Merger, and related extinguishment of common stock warrant liabilitiesin connection
with the Merger.
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A3: Toreflect $10.0 million in proceeds from the sale of Combined Company common stock to investors to be
completed immediately after the closing of the Merger.

A4: Toreflect the preliminary estimated fair value adjustment to property and equipment acquired in the
Merger.

AS5: To reflect the preliminary estimated fair value adjustment to intangibl e assets acquired in the Merger.

A6: To eliminate AmpliPhi’s deferred tax liability related to intangible assets from business combination
transactions prior to this merger and record deferred tax liability related to the intangible assets based onitsfair
value (assumes a 30% tax rate applied to intangibl e assets acquired).

AT7: Toreflect vendor payments for strategic advisor, legal, accounting and other direct costs related to the
Merger, and related extinguishment and cash payment for liability classified warrants upon closing of the Merger,
aportion of which are recorded asliabilitiesin AmpliPhi’s or C3J sfinancial statements as of December 31, 2018.

A8: To accrue for executive severance costs directly related to the Merger which are not recognized in
AmpliPhi’sor C3J sfinancia statements as of December 31, 2018.

A9: To record areduction to the value of the Deferred asset acquisition consideration, pursuant to the SGI
asset acquisition amended purchase price provisions discussed in Note 12, Asset Acquisition, in the footnotes to
the audited C3J financial statementsfor the years ended December 31, 2018.

A10: To record the extinguishment of the Asset acquisition derivative liability, pursuant to the SGI asset
acquisition amended purchase price provisions discussed in Note 12, Asset Acquisition, in the footnotes to the
audited C3Jfinancial statementsfor the years ended December 31, 2018.

B1: To recognize compensation expense related to certain C3J s restricted stock awards that will begin
vesting upon the closing of the Merger for the twelve months ended December 31, 2018.
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PRINCIPAL SHAREHOLDERS OF AMPLIPHI
Information with respect to the beneficial ownership of AmpliPhi’s common stock as of February 28, 2019 for

(i) each person, or group of affiliated persons, who are known by usto beneficially own more than 5% of
the outstanding shares of AmpliPhi common stock

(i) each of AmpliPhi’sdirectors
(iii) each of AmpliPhi’s named executive officers, and

(iv) all current directors and executive officers of AmpliPhi asagroup, is set forth under Item 12 of Part I11 of
the AmpliPhi 10-K under the heading “ Security Ownership of Certain Beneficial Owners and
Management and Related Stockholder Matters”, which section isincorporated by referenceinto this
proxy statement.

170




TABLE OF CONTENTS

PRINCIPAL SHAREHOLDERS OF C3]J THERAPEUTICS

The following table sets forth the amount and percentage of the outstanding shares of C3J common, which,
according to the information supplied to C3J and provided to AmpliPhi, are beneficially owned by (i) each person
known by C3Jto be the beneficial owner of more than 5% of outstanding shares of C3J common stock, (ii) each of
C3J sdirectors, (iii) each of C3J s executive officersand (iv) all current directors and executive officers as a group.
Beneficial ownership is stated as of December 31, 2018.

Thistableisbased on information supplied by C3J s officers and directors, and information regarding C3J' s
principal shareholders based on C3J s corporate records. Except as indicated in footnotes to this table, C3J
believes that the shareholders named in this table have sole voting and investment power with respect to all
shares of common stock shown to be beneficially owned by them, based on information currently known to C3J.
Unless otherwise indicated, the address for each of the shareholdersin the table below is c/o C3J Therapeutics,
Inc., 4503 Glencoe Avenue, Marinadel Rey, CA 90292

The number of shares beneficially owned by each entity, person, director, executive officer or selling
shareholder is determined in accordance with the rules of the SEC, and the information is not necessarily
indicative of beneficial ownership for any other purpose. Under such rules, beneficial ownership includes any
shares over which the individual has sole or shared voting power or investment power aswell as any shares that
theindividual has the right to acquire within 60 days of December 31, 2018 through the exercise of any stock
option or other rights. Except as otherwise indicated, and subject to applicable community property laws, the
persons named in the table have sole voting and investment power with respect to all shares of common and
preferred stock held by that person.

The percentage of shares beneficially owned is based on 102,770,818 shares of C3J common stock
outstanding as of December 31, 2018.

Shares of C3J common stock subject to options or other rights that are currently vested or exercisable or that
will become vested or exercisable within 60 days after December 31, 2018, are deemed to be beneficialy owned by
the person holding such options or other rights for the purpose of computing the percentage of ownership of
such person but are not treated as outstanding for the purpose of computing the percentage of any other person.

Additionally, the table sets forth each such person’ s percentage ownership of the combined company
immediately upon the consummation of the Merger, assuming the Merger had closed on December 31, 2018, after
giving effect to the issuance of the sharesissuable pursuant to the Merger Agreement, the conversion of C3J
Stock Options to options of AmpliPhi, and the Financing anticipated to occur in connection with the closing of
the Merger.

All share numbers in this table are subject to adjustment to account for the Reverse Split.

Pre-Mer ger Post-Merger ®
Per centage of
Per centage of Total Common Stock
Total Beneficial Common Stock Beneficial Beneficially
NAME OF BENEFICIAL OWNER Owner ship Beneficially Owned Ownership Owned
5% and Greater Stockholders)
Renaissance Holding Company® 25,660,016 25.0% 17,686,095 12.7%
DeltaDental of California® 14,027,110 13.7% 13,849,816 9.9%
Corvesta, Inc.® 12,851,163 12.5% 8,857,629 6.4%
Delta Dental of Wisconsin® 12,839,291 12.5% 22,788,343 16.4%
Wyssta Investments, Inc.© 9,703,704 9.5% 6,688,251 4.8%
Directorsand Executive Officers
Todd Patrick® 5,070,844 4.9% 3,495,065 2.5%
Brian Varnum, Ph.D.(" 1,500,000 1.5% 1,033,871 *
Duane Morris” 680,000 * 468,688 *
David Goesling 780,000 * 537,613 *
H. Stewart Parker”) 297,959 * 205,367 *
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Pre-Mer ger Post-Mer ger ®
Per centage of
Per centage of Total Common Stock
Total Beneficial Common Stock Beneficial Beneficially
NAME OF BENEFICIAL OWNER Owner ship Beneficially Owned Ownership Owned
Laura Czelada — * — *
Richard Bastiani, Ph.D.(") 297,959 * 205,367 *
Richard P. Bisson(” 281,559 * 194,064 *
Frederick Eichmiller — * — *
Steven J. Semmelmayer(”) 281,559 * 194,064 *
Wenyuan Shi, Ph.D. 2,500,000 2.3% 1,723,118 1.2%
All current executive officersand directors
asagroup (11 persons) 11,689,880 11.14% 8,057,218 5.69%

©)

®)

(6)

(7)

G

Indicates beneficial ownership of lessthan 1%

Based solely upon C3J s books and records. C3J believes that the sharehol ders named in this table have sole
voting and investment power with respect to all shares of common stock shown to be beneficially owned by
them.

The address for Renaissance Holding Company (“Renaissance”) is 4100 Okemos Road, Okemos, M1 48864.
While the Chief Executive Officer of Renaissance has limited power to act on behalf of Renaissance,
including to vote, direct the voting of and/or to direct the disposition of securities, such matters are typically
voted on and approved by the board of directors of Renaissance.

The address for Delta Dental of Californiais 560 Mission Street, Suite 1300, San Francisco, CA 94105.
The addressfor Corvesta, Inc. is 4818 Starkey Road, Roanoke, VA 24018.

The address for Delta Dental of Wisconsin is 2801 Hoover Road, Stevens Point, WI 54481. Frederick
Eichmiller isamember of C3J sboard of directors and also serves as Vice President and Science Officer of
Dental Director at Delta Dental of Wisconsin. The President and CEO of Delta Dental of Wisconsin has sole
dispositive and voting power over all of the shares held by Delta Dental of Wisconson and Wyssta
Investments, Inc. Dr. Eichmiller disclaims beneficial ownership of the shares held by Delta Dental of
Wisconsin except to the extent of his pecuniary interest therein.

The address for Wyssta | nvestments, Inc. is 2801 Hoover Road, Stevens Point, WI 54481. Wyssta
Investments, Inc. isawholly owned subsidiary of Delta Dental of Wisconsin. The President and CEO of
DeltaDental of Wisconsin has sole dispositive and voting power over all of the shares held by Delta Dental
of Wisconson and Wyssta Investments, Inc.

Shares held includes all restricted shares awarded, including the following unvested restricted shares:
3,934,482 for Mr. Patrick, 652,000 for Dr. Varnum, 530,000 for Mr. Morris, 780,000 for Mr. Goesling, and 281,559
for each of Ms. Parker, Dr. Bastiani, Mr. Bisson, and Mr. Semmelmeyer. Shares held includes all vested stock
options, including 1,136,362 for Mr. Patrick, 848,000 for Dr. Varnum, 150,000 for Mr. Morris, and 16,400 for
each of Ms. Parker and Dr. Bastiani. None of the directors or officerslisted have stock options that vest
within 60 days of December 31, 2018.

In addition, following the consummation of the merger and related equity financing, Delta Dental of South
Dakota, which currently holds 1.3% of C3J s common stock, will hold approximately 10,673,780 shares, or
7.66%, of the combined company, and Synthetic Genomics, Inc., which does not currently hold any shares of
C3J s common stock, will hold approximately 7,223,319 shares, or 5.2%, of the combined company.
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HOUSEHOLDING OF PROXY MATERIALS

The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery
requirements for shareholder meeting materials with respect to two or more sharehol ders sharing the same address
by delivering a single set of shareholder meeting materials addressed to those shareholders. This process, which
iscommonly referred to as “ householding,” potentially means extra convenience for shareholders and cost
savings for companies.

A number of brokerswith account holders who are AmpliPhi shareholderswill be “householding”
AmpliPhi’s proxy materials. A single set of meeting materials will be delivered to multiple shareholders sharing an
address unless contrary instructions have been received from the affected shareholders. Once you have received
notice from your broker that they will be “householding” communications to your address, “ householding” will
continue until you are notified otherwise or until you revoke your consent. If, at any time, you no longer wish to
participate in “householding” and would prefer to receive a separate set of shareholder meeting materials, please
notify your broker or AmpliPhi. Direct your written request to AmpliPhi Biosciences Corporation, Attn: Investor
Relations, 3579 Valley Centre Drive, Suite 100, San Diego, California 92130 or our Investor Relations department at
(858) 800-4869. Shareholderswho currently receive multiple copies of shareholder meeting materials at their
addresses and would like to request “householding” of their communications should contact their brokers.

FUTURE SHAREHOLDER PROPOSALS

To be considered for inclusion in our proxy materials for our 2019 Annual Meeting of Shareholders, your
proposal must be submitted in writing to our Secretary at AmpliPhi Biosciences Corporation, 3579 Valley Centre
Drive, Suite 100, San Diego, California 92130 by (i) July 12, 2019, or (ii) if the date of our 2019 Annua Meeting of
Shareholders is more than 30 days before the one-year anniversary of the date of our 2018 annual meeting of
shareholders, by a date that constitutes a reasonabl e time before we print and send our proxy materialsto
shareholders, which will be disclosed in areport filed by us with the SEC. If you wish to submit a proposal
(including a director nomination) that is not to be included in this year’ s annual meeting proxy materials, your
proposal generally must be submitted in writing to the same address not fewer than 60 nor more than 90 days prior
to the date approved by the board of directorsto hold the 2019 Annual Meeting of Shareholders; provided, that if
we provide less than 60 days’ notice of such date, your proposal (including a director nomination) must be
received by our Secretary not later than the tenth day following the day on which the notice of the date of the
2019 Annual Meeting of Shareholdersismailed or publicly disclosed. Please review our current bylaws, which
contain additional requirements regarding advance notice of shareholder proposals and nominations.
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WHERE YOU CAN FIND MORE INFORMATION

AmpliPhi filesannual, quarterly and special reports, proxy statements and other information with the SEC.
AmpliPhi SEC filings are also available to the public from commercial document retrieval services and on the
website maintained by the SEC at http://www.sec.gov.

In addition, the SEC allows AmpliPhi to disclose important information to you by referring you to other
documentsfiled separately with the SEC. Thisinformation is considered to be a part of this proxy statement,
except for any information that is superseded by information included directly in this proxy statement or
incorporated by reference subsequent to the date of this proxy statement as described below.

INFORMATION INCORPORATED BY REFERENCE

This proxy statement incorporates by reference the documents listed below that AmpliPhi has previously
filed with the SEC (other than, in each case, documents or information deemed to have been furnished and not
filed in accordance with SEC rules). They contain important information about AmpliPhi and its financial
condition.

. Annual Report on Form 10-K for the fiscal year ended December 31, 2018, filed with the SEC on
March 25, 2019;

*  Current Reports on Form 8-K filed with the SEC on January 4, 2019, January 14, 2019, January 15, 2019
and February 7, 2019; and

*  thedescription of AmpliPhi’s common stock contained in its registration statement on Form 8-A, filed
with the SEC on August 18, 2015, including all amendments and reportsfiled for the purpose of
updating such description.

To the extent that any information contained in any report on Form 8-K, or any exhibit thereto, was furnished
to, rather than filed with, the SEC by AmpliPhi, such information or exhibit is specifically not incorporated by
reference.

In addition, AmpliPhi incorporates by reference any futurefilings it may make with the SEC under Section 13
(3, 13(c), 14 or 15(d) of the Exchange Act after the date of this proxy statement and before the date of the Special
Meeting (excluding any current reports on Form 8-K to the extent disclosureis furnished and not filed). Those
documents are considered to be apart of this proxy statement, effective as of the date they arefiled. In the event
of conflicting information in these documents, the information in the latest filed document should be considered
correct.

AmpliPhi has supplied all information contained in this proxy statement relating to AmpliPhi, and C3J has
supplied all information contained in this proxy statement relating to C3J.

If you would like to request documents from AmpliPhi or C3J, please send arequest in writing or by
telephone to either AmpliPhi or C3J at the following addresses:

AmpliPhi Biosciences Corporation
3579 Valley Centre Drive, Suite 100
San Diego, California 92130
Attn: Steve R. Martin, Chief Financial Officer
Telephone: (858) 829-0829
Email: sm@ampliphibio.com

C3J Therapeutics, Inc.
4503 Glencoe Avenue
Marinadel Rey, California 90292
Telephone: (310) 665-2928
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Report of Independent Registered Public Accounting Firm
To the Stockholders and the Board of Directors of C3J Therapeutics, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated bal ance sheets of C3J Therapeutics, Inc. (the Company) as
of December 31, 2018 and 2017, the related consolidated statements of operations and comprehensive loss,
stockholders’ equity, and cash flows for the years then ended, and the related notes (collectively referred to as the
“consolidated financial statements”). In our opinion, the consolidated financial statements present fairly, in al
material respects, the financial position of the Company at December 31, 2018 and 2017, and the results of its
operations and its cash flows for the years then ended, in conformity with U.S. generally accepted accounting
principles.

The Company’s Ability to Continue asa Going Concern

The accompanying consolidated financial statements have been prepared assuming that the Company will
continue as a going concern. As discussed in Note 2 to the financial statements, the Company has suffered
recurring losses and negative cash flows from operations and has stated that substantial doubt exists about the
Company’s ability to continue as a going concern. Management’ s evaluation of the events and conditions and
management’ s plans regarding these matters are also described in Note 2. The consolidated financial statements
do not include any adjustments that might result from the outcome of this uncertainty.

Basisfor Opinion

These financial statements are the responsibility of the Company’ s management. Our responsibility isto
express an opinion on the Company’ s financial statements based on our audits. We are a public accounting firm
registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be
independent with respect to the Company in accordance with the U.S. federal securitieslaws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB and in accordance with auditing
standards generally accepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonabl e assurance about whether the financial statements are free of material misstatement,
whether dueto error or fraud. Our auditsincluded performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on atest basis, evidence regarding the amounts and disclosures
in the financial statements. Our audits a so included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the financial statements. We
believe that our audits provide areasonable basis for our opinion.

/s/ Emst & Young LLP
We have served as the Company’ s auditor since 2019.

San Diego, Cdifornia
March 25, 2019
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C3J Therapeutics, Inc.

Consolidated Balance Sheets

Assets

Current assets
Cash and cash equivalents
Available-for-sale securities
Prepaid expenses and other current assets

Total current assets

Restricted cash

Property and equipment, net

Other assets

Total assets

Liabilitiesand stockholders' eguity
Current liabilities
Accounts payable and accrued expenses
Deferred rent
Deferred asset acquisition consideration
Total current liabilities
Deferred rent, net of current portion
Deferred asset acquisition consideration, net of current portion
Asset acquisition derivative liability
Total liabilities

Commitments and Contingencies (Note 9)
Stockholders' equity

Common stock, no par value; 150,000,000 authorized and 102,770,818
sharesissued and outstanding at December 31, 2018; 150,000,000
authorized and 102,852,133 shares issued and outstanding at
December 31,2017

Other comprehensive loss
Accumulated deficit

Total stockholders' equity
Total liabilitiesand stockholders equity

December 31,

December 31,

2018 2017
$ 9663000 $ 11,376,000
— 9,651,000
697,000 360,000
10,360,000 21,387,000
800,000 900,000
3,249,000 3,822,000
136,000 136,000
$ 14545000 $ 26,245,000
$ 727000 $ 470,00
335,000 288,000
970,000 —
2,032,000 758,000
810,000 1,144,000
2,892,000 —
1,117,000 —
6,851,000 1,902,000
145,736,000 145,690,000
— (7,000)
(138,042,000)  (121,340,000)
7,694,000 24,343,000
$ 14545000 $ 26,245,000

The accompanying notes are an integral part of these consolidated financial statements.
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C3J Therapeutics, Inc.

Consolidated Statements of Operationsand Comprehensive L oss

Operating expenses
Research and development
Acquired in-process research and devel opment
General and administrative
Total operating expenses

L ossfrom operations

Other income (expense)
Interest and investment income
I nterest expense
Changein fair value of asset acquisition derivative liability
Gain on disposition of subsidiary
Foreign exchange loss
Total other income (expense), net
Net loss
Loss on currency translation of foreign operations
Unrealized gain on available-for-sale securities

Comprehensive loss

Per share information:
Net loss per share, basic and diluted
Weighted average shares outstanding, basic and diluted

Year Ended December 31,

2018 2017
$ 8372000 $ 12,749,000
6,767,000 —
2,519,000 2,709,000
17,658,000 15,458,000
(17,658,000) (15,458,000)
245,000 202,000
(1,013,000) —
1,724,000 —
— 129,000
— (1,000)
956,000 330,000
(16,702,000) (15,128,000)
— (1,000)
7,000 —

$ (16,695,000)

$ (15,129,000)

$ (0.18)

$ (0.16)

94,320,106

94,320,106

The accompanying notes are an integral part of these consolidated financial statements.
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C3J Therapeutics, Inc.

Consolidated Statements of Stockholders’ Equity

Balances, December 31, 2016
Grant of restricted stock awards

Forfeiture of restricted stock
awards

Stock-based compensation
expense
Net loss

Conversion of cumulative foreign
currency translation adjustment to
realized gain

Foreign currency translation

Balances, December 31, 2017
Grant of restricted stock awards

Forfeiture of restricted stock
awards

Stock-based compensation

Net loss

Unrealized gain on available-for-sale
securities

Balances, December 31, 2018

Stockholders’ Equity

Accumulated

Common

Stock Other Total
Accumulated Comprehensive Stockholders'

Shares Amount Deficit (Loss) Income Equity
103,173,633 $145,417,000 $(106,212,0000 $ 125000 $ 39,330,000
10,000 — — — —
(331,500) — — — —
— 273,000 — — 273,000
— —  (15,128,000) —  (15,128,000)
— — — (131,000) (131,000)
— — — (1,000) (1,000)
102,852,133 145,690,000 (121,340,000) (7,000) 24,343,000
342,500 — — — —
(423,815) — — — —
— 46,000 — — 46,000
— —  (16,702,000) — (16,702,000)
— — — 7,000 7,000
102,770,818 $145,736,000 $(138,042,000) $ — $ 7,694,000

The accompanying notes are an integral part of these consolidated financial statements.
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C3J Therapeutics, Inc.

Consolidated Statements of Cash Flows
Year Ended December 31,

2018 2017
Operating activities:
Net loss $ (16,702,000) $ (15,128,000)
Adjustments required to reconcile net loss to net cash used in operating
activities:
Acquired in-process research and devel opment 5,691,000 —
Depreciation 1,351,000 1,534,000
Stock-based compensation 46,000 273,000
Non-cash interest expense 1,013,000 —
Changein fair value of asset acquisition derivative liability (1,724,000) —
Elimination of currency translation adjustment — (134,000)
Losson sale of property and egquipment 145,000 —
Amortization of premiums on available-for-sale securities 33,000 154,000
Changesin operating assets and liabilities:
Prepaid expenses and other current assets (337,000) 156,000
Accounts payable and accrued expenses 144,000 (452,000)
Deferred rent (287,000 (245,000)
Net cash used in operating activities (10,627,000) (13,842,000)
Investing activities:
Purchase of available-for-sale securities (3,392,000) (26,899,000)
Proceeds from sale and maturities of available-for-sale securities 13,016,000 24,993,000
Purchases of property and equipment (875,000) (546,000)
Proceeds from sale of property and equipment 65,000 —
Net cash provided by (used in) investing activities 8,814,000 (2,452,000)
Financing activities:
Net cash provided by financing activities — —
Effect of exchange rate changes — (1,000)
Net decrease in cash, cash equivalents and restricted cash (1,813,000) (16,295,000)
Cash, cash equivalentsand restricted cash
Beginning of year 12,276,000 28,571,000
End of year $ 10463000 $ 12,276,000
Supplemental schedule of non-cash investing activities:
Property and equipment included in accounts payable $ 113000 $ —

The following table provides areconciliation of cash, cash equivalents, and restricted cash reported within
the consolidated balance sheets that sum to the total of the same amounts shown in the consolidated statements

of cash flows:
Year Ended December 31,
2018 2017
Cash and cash equivalents $ 9,663,000 $ 11,376,000
Restricted cash 800,000 900,000
Cash, cash equivalents and restricted cash $ 10,463,000 $ 12,276,000

The accompanying notes are an integral part of these consolidated financial statements.

F-6




TABLE OF CONTENTS

C3J Therapeutics, Inc.

Notesto Consolidated Financial Statements

1. Organization and Description of the Business

C3J Therapeutics, Inc. (the “Company” or “C3J") is abiotechnology company in the business of developing
and commercializing targeted, or pathogen-specific antimicrobial s that treat and prevent diseases caused by
microbial dysbiosis. The Company was incorporated under the laws of the state of California on November 4, 2005
as C3 Jian, Inc. Effective February 26, 2016, the Company reincorporated under the laws of the state of
Washington as C3J Therapeutics, Inc. As part of this process, the Californiaentity was converted to C3 Jian, LLC
and became awholly owned subsidiary of C3J. The Company had another wholly owned subsidiary in China,
Chengdu Sen Nuo Wei Biotechnology Company, Ltd. which ceased operationsin 2015 and was divested in
December 2017 (Note 15).

Asdiscussed in more detailsin Note 16, Subsequent Event, in January 2019, the Company announced that it
entered into amerger agreement with AmpliPhi Biosciences Corporation (“AmpliPhi”), apublicly traded clinical
stage biotechnology company focused on the development of novel targeted antimicrobialsin an all-stock
transaction, subject to AmpliPhi shareholder approval. In addition, certain existing C3J shareholders have
committed to invest $10 million in the combined company, subject to customary conditions.

2. Liquidity

The Company has prepared its consolidated financial statements on agoing concern basis, which assumes
that the Company will realize its assets and satisfy itsliabilitiesin the normal course of business. However, the
Company hasincurred net losses since its inception and has negative operating cash flows. These circumstances
raise substantial doubt about the Company’ s ability to continue as a going concern. The accompanying financial
statements do not include any adjustments to reflect the possible future effects on the recoverability and
classification of assets or the amounts and classifications of liabilities that may result from the outcome of the
uncertainty concerning the Company’s ability to continue as a going concern.

As of December 31, 2018, the Company had unrestricted cash and cash equivalents of $9.7 million.
Considering the Company’ s current cash resources, management believes the Company’ s existing resources,
without considering any effect on the pending merger with AmpliPhi and related financing, will be sufficient to
fund the Company’ s planned operations into mid-2019. For the foreseeabl e future, the Company’ s ability to
continue its operations is dependent upon its ability to obtain additional capital.

3. Significant Accounting Policies

Basis of Presentation

The consolidated financial statements include the accounts of the Company and its wholly owned
subsidiaries. All significant intercompany accounts and transactions have been eliminated.

Use of Estimates

The preparation of consolidated financial statementsin conformity with accounting principles generally
accepted in the United States (“U.S. GAAP”) requires management to make estimates and assumptions that affect
the amounts reported in its consolidated financial statements and accompanying notes. On an ongoing basis,
management eval uates these estimates and judgments, which are based on historical and anticipated results and
trends and on various other assumptions that management believes to be reasonable under the circumstances. By
their nature, estimates are subject to an inherent degree of uncertainty and, as such, actual results may differ from
management’ s estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist primarily of deposits and money market funds with commercial banks and
financial institutions. The Company considersall highly liquid investments with a maturity date at the date of
purchase of three months or less to be cash equival ents.
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Restricted Cash

Restricted cash includes cash on deposit with afinancial institution which is held in connection with alease
agreement and is maintained in a separate account and restricted from use by the |ease agreement.

Available-For-Sale Securities
Investments consist of United States government treasury notes and corporate bonds.

Investments designated as available-for-sal e securities are carried at fair value, which is based on quoted
market prices for such securities, if available, or is estimated on the basis of quoted market prices of financial
instruments with similar characteristics. Unrealized gains and losses of the Company’ s available-for-sale securities
are excluded from earnings and are reported as a component of comprehensive income (10ss).

Investments with original maturities greater than 90 days and remaining maturities of less than one year are
normally classified within Short-term investments. In addition, investments with maturities beyond one year may
be classified within Short-term investmentsiif they are highly liquid in nature and represent the investment of cash
that isavailable for current operations.

The specific identification method is used to determine the cost of securities disposed of, with realized gains
and losses reflected in Interest and investment income in our consolidated statements of operations and
comprehensive loss.

Fair Value of Financial I nstruments

The carrying amounts of cash equivalents, other current assets, accounts payable, and accrued liabilities
approximate fair value because of the short-term nature of these instruments.

Property and Equipment

Property and equipment are recorded at cost and depreciated over their estimated useful lives using the
straight-line method. Maintenance and repairs that do not improve or extend the lives of the respective assets are
expensed to operations asincurred.

Upon disposal, retirement, or sale of an asset, the related cost and accumulated depreciation is removed from
the accounts and any resulting gain or lossisincluded in the results of operations. Estimated useful lives for
property and equipment are as follows:

Estimated Useful Lives

Laboratory equipment 5years

Furniture and fixtures 7 years

Office and computer equipment 3 -5 years

Leasehold improvements Shorter of lease term
or useful life

Impairment of Long-Lived Assets

The Company reviews long-lived assets for impairment when events or changes in circumstances indicate
the carrying value of the assets may not be recoverable. Recoverability is measured by comparison of the book
values of the assets to future net undiscounted cash flows that the assets or the asset groups are expected to
generate. If such assets are considered to be impaired, the impairment to be recognized is measured by the amount
by which the book value of the assets exceed their fair value, which is measured based on the estimated
discounted future net cash flows arising from the assets or asset groups. No impairment |osses have been
recorded through December 31, 2018.

Derivative Liabilities

Derivative liabilities are accounted for in accordance with the applicable accounting guidance provided in
ASC 815 — Derivatives and Hedging based on the specific terms of the agreements. Derivative liabilities are
recorded at fair value at each reporting period with any change in fair value recognized as a component of change
in fair value of asset acquisition derivative liability in the consolidated statements of operations and
comprehensive loss.
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Revenue Recognition

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606). The
ASU creates a single source of revenue guidance for companiesin all industries. The new standard provides
guidance for al revenue arising from contracts with customers and affects all entities that enter into contractsto
provide goods or servicesto their customers, unless the contracts are within the scope of other accounting
standards. This guidance, as amended, must be adopted using either afull retrospective approach for all periods
presented or a modified retrospective approach and will be effective for fiscal years beginning after December 15,
2017 with early adoption permitted. The Company adopted this ASU effective January 1, 2018 using the modified
retrospective method. The adoption of standard did not have any impact on the Company’ s operations as they
Company did not have any remaining revenue contracts as of January 1, 2018.

The Company recognizes revenue when it transfers promised goods or services to customers in an amount
that reflects the consideration to which it expects to be entitled in exchange for those goods or services. To
determine revenue recognition for contracts with customers, the Company performs the following five steps: (i)
identify the contract(s) with a customer; (ii) identify the performance obligationsin the contract; (iii) determine the
transaction price; (iv) allocate the transaction price to the performance obligationsin the contract; and (v)
recognize revenue when (or as) the Company satisfies its performance obligations. At contract inception, the
Company assesses the goods or services agreed upon within each contract and assess whether each good or
serviceisdistinct and determine those that are performance obligations. The Company then recognizes as revenue
the amount of the transaction price that is allocated to the respective performance obligation when (or as) the
performance obligation is satisfied. During the year ended December 31, 2018 the company did not recognize
revenue or deferred revenue from contracts with customers.

Resear ch and Development Costs

Research and development (“R&D") costs consist primarily of direct and allocated salaries, incentive
compensation, stock-based compensation and other personnel-related costs, facility costs, and third-party
services. Third party servicesinclude studies and clinical trials conducted by Clinical Research Organizations.

R& D activities are expensed asincurred. The Company records accruals for estimated ongoing clinical trial
expenses. When evaluating the adequacy of the accrued liabilities, the Company analyzes progress of the studies,
including the phase or completion of events, invoices received and contracted costs. Judgments and estimates are
made in determining the accrued balances at the end of the reporting period.

Acquired in-processresearch and development expense

The Company expenses acquired in-process research and development in connection with an asset
acquisition when thereis no alterative future use. Acquired in-process research and devel opment expense of $6.8
million consists of the estimated fair value of the assets acquired and consideration given in connection with the
acquisition of the Synthetic Phage Platform. Asthe assets acquired were in the research and devel opment phase
and were determined to not have any alternative future use, it was expensed as acquired in-process research and
development.

Stock-Based Compensation

Compensation expense related to stock options granted to employees and non-employees is measured at the
grant date based on the estimated fair value of the award and is recognized using the accel erated attribution
method over the requisite service period. Forfeitures are recognized as a reduction of stock-based compensation
expense as they occur. Stock-based compensation expense for an award with a performance condition is
recognized when the achievement of such performance condition is determined to be probable. If the outcome of
such performance condition is not determined to be probable or is hot met, no compensation expenseis
recognized and any previously recognized compensation expense is reversed.

Income Taxes

The Company utilizes the asset and liability method of accounting for income taxes. Deferred income taxes
are recognized for the future tax consequences of temporary differences using enacted statutory tax
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rates expected to apply to taxable income in the yearsin which those temporary differences are expected to be
recovered or settled. Temporary differencesinclude the differences between the financial statement carrying
amounts and the tax basis of existing assets and liabilities and net operating |oss and tax credit carryforwards. The
effect on deferred taxes of achangein tax ratesis recognized in income (expense) in the period that includes the
enactment date. The Company evaluates the likelihood that deferred tax assets will be recovered from future
taxable income. Valuation allowances are provided if, based upon the weight of available evidence, itismorelikely
than not that some or all of the deferred tax assets will not be realized.

The Company’ sincome tax returns are based on cal cul ations and assumptions that are subject to
examination by the Internal Revenue Service and other tax authorities. In addition, the calculation of tax liabilities
involves dealing with uncertaintiesin the application of complex tax regulations. The Company recognizes
liabilities for uncertain tax positions based on atwo-step process. Thefirst step isto evaluate the tax position for
recognition by determining if the weight of available evidence indicates that it is more likely than not that the
position will be sustained on audit, including resolution of related appeals or litigation processes, if any. The
second step isto measure the tax benefit as the largest amount that is more than 50% likely of being realized upon
settlement. The Company does not have a liability for unrecognized tax benefits at December 31, 2018 and 2017.

Comprehensive Loss

Comprehensive loss consists of net loss and other comprehensive income (10ss). Other comprehensive
income (loss) includes cumulative foreign currency transl ation adjustments and unrealized gains or |osses on the
Company’ sinvestments in marketabl e securities.

Foreign Currency Trandationsand Transactions

The reporting currency of the Company isthe U.S. dollar. The functional currency of the Company’s
subsidiary in Chinaisthe Renminbi. Assets and liabilities of the Company’s subsidiary are translated into U.S.
dollars using the exchange rate at the balance sheet date. Expenses are translated at average exchange rates
prevailing during the year. The gains and losses resulting from the translation of financial statements of the
Company’ s subsidiary are recorded as a separate component of accumulated other comprehensive income (l1oss)
within stockholders’ equity.

Net foreign currency transaction gains or losses arising from transactions denominated in currencies other
than the local functional currency areincluded in other income (expense) in the consolidated statement of
operations.

The Company’ s subsidiary in Chinawas sold in the fourth quarter of 2017.

Basic and Diluted Net L ossper Share

Basic net loss per shareis calculated by dividing the net loss by the weighted average number of common
shares outstanding for the period, without consideration for common stock equivalents. Diluted net 1oss per share
is computed by dividing the net loss by the weighted average number of common shares and common stock
equivalents outstanding for the period determined using the treasury stock method. For purposes of this
calculation, stock options and restricted stock awards are considered to be common stock equivalents but are not
included in the calculations of diluted net loss per share for the periods presented as their effect would be
antidilutive. The Company incurred net losses for all periods presented and there were no reconciling items for
potentially dilutive securities.

Concentrations of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally
of cash and cash equivalents and investments at financial institutions, which often exceed the Federal Deposit
Insurance Corporation (FDIC) limit. The Company placesits cash with high-quality financial institutions and
believesit is not exposed to any significant credit risk.

Recent Accounting Pronouncements Not Yet Adopted

In February 2015, the FASB issued ASU No. 2016-02, Leases (Topic 842), which amends the FASB
Accounting Standards Codification and creates Topic 842, “Leases.” The new topic supersedes Topic 840,
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“Leases,” and increases transparency and comparability among organizations by recognizing right-of-use
(“ROU") assets and | ease liabilities on the balance sheet and requires disclosures of key information about |easing
arrangements. The guidance s effective for reporting periods beginning after December 15, 2018 and mandates a
modified retrospective transition method with practical expedients available. The Company plans to implement the
guidance on January 1, 2019 using amodified retrospective transition basis for |eases existing as of the period of
adoption. The Company plansto utilize the practical expedientsto carry forward its historical assessment of
whether existing agreements are or contain alease and the classification of the Company’s existing lease
arrangements. Although the Company has not fully completed assessing the impact of the adoption of this
standard, the Company expects that its real-estate operating lease commitments will be recognized aslease
liabilities with corresponding right-of-use assets upon adoption, resulting in an increase in the assets and
liabilities of the consolidated balance sheet. The Company expects that the adoption will have amaterial impact on
our consolidated financial statements.

Recently Adopted Accounting Standards

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606). The
ASU creates a single source of revenue guidance for companiesin all industries. The new standard provides
guidance for al revenue arising from contracts with customers and affects all entities that enter into contractsto
provide goods or servicesto their customers, unless the contracts are within the scope of other accounting
standards. It also provides amodel for the measurement and recognition of gains and losses on the sale of certain
nonfinancial assets. This guidance, as amended, must be adopted using either afull retrospective approach for all
periods presented or amodified retrospective approach and is effective for fiscal years beginning after December
15, 2017 with early adoption permitted. The Company adopted this ASU as of January 1, 2018 using the modified
retrospective approach. Adoption of this ASU did not have a material impact on the Company’ s consolidated
financial statements as the Company did not have any revenue generating contracts upon adoption.

In August 2016, the FASB issued ASU No. 2016-15, Cash Flow Statements, Classification of Certain Cash
Receipts and Cash Payments, which addresses eight specific cash flow classification issues with the objective of
reducing diversity in practice. The amendments are effective for public business entities for fiscal years beginning
after December 15, 2017, and interim periods within those fiscal years. The Company adopted this ASU as of
January 1, 2018 and the adoption did not have an impact on the Company’ s consolidated financial statements.

In November 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards
Update (“ASU”") 2016-18, Statement of Cash Flows: Restricted Cash, which requires that a statement of cash
flows explain the change during the period in the total of cash, cash equivalents, and amounts generally described
asrestricted cash or restricted cash equivalents. Therefore, amounts generally described as restricted cash and
restricted cash equivalents should be included with cash and cash equival ents when reconciling the beginning-of -
period and end-of-period total amounts shown on the statement of cash flows. This guidance was effective for
fiscal years beginning after December 15, 2017, and interim periods within those fiscal years. The Company
adopted this guidance on January 1, 2018, using aretrospective transition method. The adoption of this ASU
impacted the presentation of cash flows, with inclusion of restricted cash flows for each of the presented periods.

In July 2017, the FASB issued ASU No. 2017-11, which amends the FASB Accounting Standards
Codification. Part | of ASU No. 2017-11, Accounting for Certain Financial Instruments with Down Round
Features, changes the classification analysis of certain equity-linked financial instruments (or embedded features)
with down round features. The guidance is effective for reporting periods beginning after December 15, 2019 and
interim periods within those fiscal years with early adoption permitted. The Company elected to early adopt this
ASU asof January 1, 2018 and the adoption did not have an impact on the Company’ s consolidated financial
statements.

In June 2018, the FASB issued ASU No. 2018-07, Compensation - Stock Compensation (Topic 718):
Improvements to Nonemployee Share-Based Payment Accounting, which amends the FASB Accounting
Standards Codification in order to simplify the accounting for share-based payments granted to nonemployees for
goods and services. Under the ASU, most of the guidance on such payments to nonemployeeswill be aligned
with the requirements for share-based payments granted to employees. The
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guidance mandates the modified retrospective approach and is effective for annual and interim reporting periods
beginning after December 31, 2018, with early adoption permitted. The Company elected to early adopt this ASU
as of June 30, 2018 and the adoption did not have an impact on the Company’ s consolidated financial statements.

4. Investments

The following table summarizes our short term available-for-sale investments as of December 31, 2017. We
did not have any available-for-sale investments as of December 31, 2018.

Gross Gross
Amortized Unrealized Unrealized
Cost Gains L osses Fair Value
December 31, 2017
Corporate bonds $ 9,658,000 $— $ (7,000) $ 9,651,000
Total $ 9,658,000 $— $(7,000) $ 9,651,000

There were no other-than-temporary impairments recognized in accumulated other comprehensive income
(loss) as of December 31, 2018 and 2017.

The Company has the right to sell investments prior to the stated contractual maturity date. The proceeds
from sales and maturities of available-for-sale securities were $13,016,000 and $24,993,000 for the years ended
December 31, 2018 and 2017, respectively. The gross realized gains (losses) that have been included in earnings as
aresult of those sales were not material for the years ended December 31, 2018 and 2017.

5. Fair Valueof Financial Assetsand Liabilities

The guidance regarding fair value measurements prioritizes the inputs used in measuring fair value and
establishes athree-tier value hierarchy that distinguishes among the following:

. Level 1 — Valuations based on unadjusted quoted prices in active markets for identical assets or
liabilities that the Company has the ability to access.

. Level 2 — Valuations based on quoted prices for similar assets or liabilities in active markets, quoted
pricesfor identical or similar assets or liabilitiesin markets that are not active and models for which all
significant inputs are observable, either directly or indirectly.

. Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

The Company estimates the fair values of derivative liabilities utilizing Level 3inputs. No derivative liabilities
have been transferred between the classification levels. Estimating the fair values of derivative liabilities requires
the use of significant and subjective inputs that may, and are likely to, change over the duration of the instrument
with related changesin internal and external market factors.
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The recurring fair value measurements of the Company’ s financial assets and liabilities at December 31, 2018
and 2017 consisted of the following:

Quoted Pricesin
Active Markets  Significant Other Significant

for Identical Observable Inputs  Unobservable

Items (Level 1) (Level 2) Inputs (Level 3) Total
December 31, 2018
Assets
Money market funds 9,430,000 $ — $ — $ 9,430,000
Total assets $ 9,430,000 $ — $ — $ 9,430,000
Liabilities
Asset acquisition derivative liability $ — $ — $ 1,117,000 $ 1,117,000
Total liabilities $ = $ = $ 1,117,000 $ 1,117,000
December 31, 2017
Assets
Money market funds $ 4,332,000 $ — $ — $ 4,332,000
Corporate bonds — 9,651,000 — 9,651,000
Total assets $ 4,332,000 $ 9,651,000 $ — $13,983,000

The estimated fair value of the corporate bonds was determined on the basis of vendor- or broker-provided
indicative prices developed using observable market data and is considered Level 2 in thefair value hierarchy.

Thefollowing table sets forth a summary of changesin the fair value of the Company's derivative liability:

Asset Acquisition
Derivative Liability

Balance, December 31, 2017 $ —
Establishment of derivative liability associated with asset acquisition 2,841,000
Changesin estimated fair value fair value of derivative liability (1,724,000)

Balance, December 31, 2018 $ 1,117,000

We estimate the fair value of this derivative by forecasting the timing and likelihood of the events occurring
and discounting the probability adjusted payments using an appropriate discount based on market interest rates
and our own non-performance risk asrequired by ASC 820 — Fair V& ue Measurement.

6. Net Lossper Share

The following outstanding securities at December 31, 2018 and 2017 have been excluded from the
computation of diluted weighted average shares outstanding for the years ended December 31, 2018 and 2017, as
they would have been anti-dilutive:

Year Ended
December 31,
2018 2017
Options 2,766,675 3,162,583
Restricted Stock Awards 8,450,712 8,532,027
Total 11,217,387 11,694,610
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7. Balance Sheet Details

Property and Equipment, net
Property and equipment consisted of the following:

December 31,

2018 2017
L aboratory equipment $ 6,990,000 $ 6,655,000
Furniture and fixtures 627,000 627,000
Office and computer equipment 260,000 236,000
L easehold improvements 3,266,000 3,266,000
Total 11,143,000 10,784,000
Less: accumulated depreciation and amortization (7,894,000) (6,962,000)
Property and equipment, net $ 3,249,000 $ 3,822,000

Depreciation expense totaled $1,351,000 and $1,534,000 for the years ended December 31, 2018 and 2017,
respectively.
Accounts Payable and Accrued Liabilities

Accounts payable and accrued liabilities consisted of the following:

December 31,

2018 2017
Accounts payable $ 415,000 $ 154,000
Accrued compensation 191,000 181,000
Other accrued expenses 121,000 135,000
$ 727,000 $ 470,000

8. Income Taxes

Asaresult of net operating losses and the inability to record a benefit for its deferred income tax assets, the
Company’ sincome tax provision for the years ended December 31, 2018 and 2017 consists of minimum state taxes
that are not significant. The differences between the Company’s effective tax rate of 0% and the U.S. federal
statutory tax rate were as follows:

December 31,

2018 2017

U.S. federal statutory income tax rate 21.0% 34.0%
Adjustmentsfor tax effects of:

State income taxes, net of federal tax 7.0% 13.8%

Changein tax rate 0.0% (97.00%

Stock-based compensation 0.0% (7.9)%

Losson sale of foreign subsidiary 0.0% 6.6%

Changein valuation allowance (28.0)% 50.5%
Effectiveincome tax rate 0.0% 0.0%
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The tax effects of temporary differencesthat give rise to significant portions of the Company’s deferred tax
assets and liabilities consisted of the following at December 31, 2018 and 2017 (in thousands):

December 31,

2018 2017

Deferred tax assets:
Net operating loss carryforwards $ 17,035000 $ 13,801,000
Capitalized research and devel opment 15,504,000 15,502,000
Deferred consideration 313,000 —
Stock-based compensation 934,000 927,000
Depreciation and amortization 1,237,000 80,000
Deferred rent 189,000 226,000
Other 906,000 904,000

36,118,000 31,440,000
Vauation allowance (36,118,000) (31,440,000)
Total deferred tax assets $ — % —

The Company’s net operating loss carryforwards at December 31, 2018 are $61.3 million and $59.5 million for
federal and state income tax purposes, respectively. Federal and state net operating loss carryforwards are
availableto offset future taxable income, if any, and will begin to expirein 2026 to 2028, respectively. The federal
NOL’sgenerated in tax years 2018 and forward will carryforward indefinitely. The Company sold its subsidiary in
China during 2017 and therefore has no operating loss carryforwards for Chinatax purposes as of December 31,
2017.

The ability of the Company to utilize net operating losses carryforwards to reduce future domestic taxable
income and domestic income tax is subject to various limitations under the Internal Revenue Code (Code). The
utilization of such carryforwards may be limited upon the occurrence of certain ownership changes during any
three-year period resulting in an aggregate change of more than 50% in beneficial ownership. As of December 31,
2018, management does not believe that a more-than-50% ownership change has occurred. Future equity
transactions by the Company, or by 5% of stockholders, could cause a more-than-50% ownership change and,
therefore, trigger alimitation on the annual utilization of net operating losses.

The Company has generated federal and California stateincometax lossesin al years since itsinception.
Accordingly, management has determined that significant negative evidence precludes the Company from
recording anet deferred tax asset for financial statement purposes asit is more likely than not that its deferred tax
assets will not be realized.

On December 22, 2017, the United States government enacted comprehensive tax legislation commonly
referred to asthe Tax Cutsand Jobs Act (the “Tax Act”). The Tax Act significantly revises the existing tax law by,
among other things, lowering the United States corporate income tax rate from 35% to 21% beginning in 2018. The
Company reviewed and incorporated the impact of the Tax Act initstax calculations and disclosures. The primary
impact on the Company stems from the re-measurement of its deferred taxes at the new corporate tax rate of 21%,
which reduced the Company’ s net deferred tax assets, before valuation allowance, by $14.6 million. However, this
amount was fully offset by avaluation allowance and no net income tax expense or benefit was recorded in the
consolidated financial statements. This net tax expense of $0 represents a provisional amount and was the
Company’ s best estimate. Asaresult of the change in tax rate during 2017, the valuation allowance decreased for
the year ended December 31, 2017 by $7.6 million. As of December 31, 2018, the Company has completed its
evaluation of the potential impacts of the Tax Reform Act and there was no change to the Company’ s previous
analysis

The Company filesincometax returnsin the U.S. federal jurisdiction, state of Californiaand certain foreign
jurisdictions. As of December 31, 2018 the Company is no longer subject to U.S. federal income tax examinations
for tax years ended on or before December 31, 2013 or to California state income tax
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examinations for tax years ended on or before December 31, 2012. However, to the extent allowed by law, the tax
authorities may have the right to examine prior periods where net operating losses or tax credits were generated
and carried forward, and make adjustments up to the amount of the net operating loss or credit carryforward.

The Company did not have aliability for unrecognized tax benefits at December 31, 2018 and 2017.

The Company’ s policy isto classify interest and penalties on uncertain tax positions as a component of tax
expense. As of December 31, 2018, the Company has no accrued interest or penalties related to uncertain tax
positions.

9. Commitmentsand Contingencies

Operating L eases
The Company |leases an office and research and devel opment space under a noncancel able operating lease.

The Company entered into aten-year |ease agreement for 35,453 square feet of space commencing January 1,
2012 with the Company’ s option to extend the |ease for an additional ten years. First year base rent under the lease
was $1.3 million. The annual base rent increases annually by 3% and will be $1.6 million by the end of the lease
term. The Company received rent abatement for the first seven months of the lease term and allowance for tenant
improvements of $1.5 million.

In October 2011, concurrent with the Company’ s execution of the |ease agreement, an irrevocable letter of
credit in the amount of $1.0 million was delivered to the landlord. Starting on January 1, 2017, and each year
thereafter until the end of the lease term, the letter of credit will be reduced by $100,000, so that the amount will
remain at $500,000 until 2021, the last year of theinitial lease term.

Future minimum annual lease payments under the Company’ s noncancel abl e operating | eases as of
December 31, 2018, are asfollows:

Operating

L eases
2019 1,544,000
2020 1,591,000
2021 1,638,000
Total minimum lease payments $ 4,773,000

Rent expense was $1,403,000 and $1,368,000 for the years ended December 31, 2018 and 2017, respectively.

License Agreement

The Company entered into an exclusive license agreement with The Regents of the University of California
(the “Regents”) on April 24, 2007 including amendments for the use of several patents. As part of the license
agreement, the Company agreed to issue The Regents 213,675 shares of common stock, which represented 2.5% of
total issued and outstanding and reserved stock at the time the contract was executed.

The Company is required to pay the Regents $5,000 in annual maintenance fees and milestone fees for the
first licensed product in both the Human Dental and Human Medical fields of application asfollows: 1) filing of an
Investigational New Drug application: $20,000; 2) completing a Phase 1 clinical trial: $50,000; 3) completing a
Phase 2 clinical trial: $50,000; 4) completing a Phase 3 clinical trial: $150,000; and 5) first commercia sale of alicense
product: $250,000.

Upon the commercial sale of all licensed products from both fields of application, the Company is required to
pay royaltiesto the Regents based on 1% of net sales of nonprescription licensed products and 2% of net sales of
prescription licensed products.
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The Company may grant exclusive or nonexclusive sublicensesto third parties and 20% of sublicensing
income received by the Company isto be paid to the Regents.

There are also minimum royalties due to The Regents starting with $20,000 payable thefirst year of sales of a
licensed product. The minimum increases by $15,000 each year until reaching aminimum of $50,000 in the third
year of sales and thereafter.

The term of the license agreement is for the life of the last-to-expire patent. During this term, the Company
agreesto diligently meet commercialization milestone goals. Milestones goals include commencing a Phase 3 trial
by 2024 and selling acommercialized product by 2027 for aHuman Dental product and commencing a Phase 1 trial
by 2023 for aHuman Medical product. If the Company fails to meet these milestones, the Regents have theright to
convert the license agreement for a specific field to anonexclusive license, or to terminate the license agreement
for aspecificfield.

L egal Proceedings

From time to time, the Company may be involved in disputes, including litigation, relating to claims arising
out of operationsin the normal course of business. Any of these claims could subject the Company to costly legal
expenses and, while management generally believes that there is adequate insurance to cover many different types
of liabilities, the Company’ sinsurance carriers may deny coverage or policy limits may be inadequate to fully
satisfy any damage awards or settlements. If this were to happen, the payment of any such awards could have a
material adverse effect on the consolidated results of operations and financial position. Additionally, any such
claims, whether or not successful, could damage the Company’ s reputation and business. The Company is
currently not aparty to any legal proceedings, nor isthe Company aware of pending or threatened litigation the
adverse outcome of which, in management’ s opinion, individually or in the aggregate, would have a material
adverse effect on our consolidated results of operations or financial position.

10. Stockholders Equity

The Company is authorized to issue one class of shares designated as “ Common Stock” . The number of
shares of common stock authorized to be issued is 150,000,000 shares.

On December 6, 2016, the Company issued 15,322,580 shares of common stock at a price of $1.24 per share
for total proceeds, net of issuance costs, of $18.9 million. In conjunction with the financing, the equity incentive
plan was al so amended to increase the number of shares of common stock reserved for issuance under the plan to
16,728,784.

The Company isrequired to reserve and keep available out of its authorized but unissued shares of common
stock such number of shares sufficient for the exercise of all outstanding stock options, plus shares granted and
availablefor grant under the Company’ s equity incentive plan. As of December 31, 2018, the Company had
reserved shares of its common stock for future issuance as follows:

Shares Reserved

Stock options outstanding 2,766,675
Unvested restricted stock awards 8,450,712
Availablefor grant under the 2016 Plan 5,511,397

Total sharesreserved 16,728,784

11. Stock-based Compensation

On February 26, 2016, The Company established the 2016 Stock Plan (“2016 Plan”) to supplement its prior
stock plan (“2006 Plan”). The purpose of the 2016 Plan isto provide an incentive in the form of equity awardsto
attract, retain and reward persons performing services for the Company. Equity awards under the 2016 Plan can be
made in the form of stock options, restricted stock awards (“RSA’S”) or restricted stock unit awards (“RSU’s").
Stock options outstanding under the 2006 Plan will remain outstanding until exercised or forfeited, with forfeited
shares reducing the total shares available for grant
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under the 2006 Plan, and increasing the shares available for grant under the 2016 Plan by the same amount. As of
December 31, 2018, the 2006 and 2016 Plans allow the Company to grant awards of up to an aggregate of
16,728,784 shares of common stock. A total of 5,511,397 shares remain available for grant under the 2016 Plan as of
December 31, 2018.

Theterms of restricted stock and stock option award agreements, including vesting requirements, are
determined by our Board of Directors, subject to the provisions of the 2016 Plan. The fair value of the Company’s
common stock at the date of grant is determined by the Company’ s Board of Directors based on analyses
performed by third party valuation specialists.

Vesting of RSA’sis based on the occurrence of aliquidity event, such as a public stock offering or changein
control of the Company. In the event of a public stock offering, a service or milestone based vesting schedule
then begins. Service periods are generally 2-4 years. In the event of achange in control, 100% vesting occurs
upon the closing of such an event. Because the probability of aliquidity event is outside of the Company’s
control and therefore not considered to be probable, no expense was recorded for the RSA’ s during 2018 or 2017.
Expense will be recorded in the future when aliquidity event is deemed as probable in management’ s judgment.

The exercise price of nonqualified and incentive stock optionsis set at fair value of the common stock at the
date of grant. Stock options granted and outstanding under the plan generally begin to vest 25% after the first
year anniversary and then monthly for the remaining three years of vesting. Option grants expire ten years from
issuance, and are conditioned upon continued employment during the vesting period. Compensation expense on
stock options was $46,000 and $273,000 during the years ended December 31, 2018 and 2017, respectively.

The Company estimates the fair value of stock options with performance and service conditions on the date
of grant using the Black-Scholes valuation model. The assumptions used in the Black-Scholes model are
presented bel ow:

Y ear ended December 31,

2018 2017
Risk-freeinterest rate —% 1.97%
Expected volatility —% 106%
Expected term (in years) — 6.25
Expected dividend yield —% 0%

Therisk-freeinterest rateis based on the U.S. Treasury yield for aperiod consistent with the expected term of
the option in effect at the time of the grant. Expected volatility is based on the historical volatility of the
Company’s common stock. The expected term represents the period that the Company expects its stock optionsto
be outstanding. The expected term assumption is estimated using the simplified method set forth in the SEC Staff
Accounting Bulletin 110, which is the mid-point between the option vesting date and the expiration date. For stock
options granted to parties other than employees or directors, the Company elects, on agrant by grant basis, to
use the expected term or the contractual term of the option award. The Company has never declared or paid
dividends on its common stock and has no plansto do so in the foreseeabl e future. Forfeitures are recognized as a
reduction of stock-based compensation expense as they occur.

Stock optionsissued to non-employees other than directors are accounted for at their estimated fair values
measured at the grant date using the Black-Scholes valuation model. The stock-based compensation expense
related to the grant of stock options to non-employees was not significant for the years ended December 31, 2018
and 2017.

F-18




TABLE OF CONTENTS

The table below summarizes the total stock-based compensation expense included in the Company’s
consolidated statements of operations for the periods presented:

Year Ended December 31,

2018 2017
Research and development $ 8000 $ 169,000
General and administrative 38,000 104,000
Total stock-based compensation $ 46000 $ 273,000

Restricted stock award transactions during the years ended December 31, 2018 and 2017 are presented below:

Weighted Average

Grant Date

Fair Value

Shares Per Share

Outstanding at December 31, 2016 8,853,527 $ 147
Granted 10,000 1.24
Forfeited/Cancelled (331,500) 153
Outstanding at December 31, 2017 8,532,027 147
Granted 342,500 0.48
Forfeited/Cancelled (423,815) 1.27
Outstanding at December 31, 2018 8,450,712 $ 144

Asof December 31, 2018, there was total unrecognized stock-based compensation cost related to unvested
restricted stock awards of $9.6 million, which will be expensed as appropriate under the awards’ vesting terms
beginning when aliquidity event becomes probable.

Stock option transactions during the years ended December 31, 2018 and 2017 are presented bel ow:

Weighted Average

Shares Exercise Price
Outstanding at December 31, 2016 3,326,562 $ 179
Granted 10,000 1.88
Forfeited/Cancelled (173,979) 1.85
Outstanding at December 31, 2017 3,162,583 1.78
Granted — —
Forfeited/Cancelled (395,908) 173
Outstanding at December 31, 2018 2,766,675 $ 179
Vested and expected to vest at December 31, 2018 2,756,675 $ 179
Exercisable at December 31, 2018 2,760,215 $ 179

Asof December 31, 2018, there was approximately $3,000 of total unrecognized stock-based compensation
cost related to unvested stock options that is expected to be recognized over a weighted-average vesting period
of 1.6 years.
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Below isasummary of stock options outstanding as of December 31, 2018:

Options Outstanding

Weighted
Weighted Average
Average Remaining  Aggregate

Exercise Contractual Intrinsic
Exercise Price Shares Price Term (Years) Value
$1.35 420,000 $ 1.35 3.20 $—
$1.63 95,000 1.63 4.06 —
$1.88 2,251,675 1.88 5.40 —
Outstanding at December 31, 2018 2,766,675 $ 1.79 5.99 $—

The aggregate intrinsic value of options at December 31, 2018 is based the difference between the exercise
price of the underlying options and the estimated fair market value of the Company’s common stock.

12. Asset Acquisition

On February 28, 2018, C3J compl eted the Synthetic Phage Platform Acquisition from Synthetic Genomics, Inc.
(SGI) for consideration consisting of $8.0 million in cash and $27.0 million in equity (“SGI Asset Acquisition”).
The cash payments are as follows: $1.0 million paid at closing on February 28, 2018, $1.0 million at one year from
closing, $1.0 million at two years from closing, and $5.0 million at three years from closing (the payments due on
the one, two, three year anniversary are collectively the “time-based payment obligation”). The equity payment
(the “equity payment” and, together with the time-based payment obligation, the “ deferred purchase price
arrangement”) is due upon the earlier of theinitial public offering of shares of C3J s common stock pursuant to an
effective registration statement under the Securities Act of 1933, the sale of all or substantially all of C3J s assets
to athird party, or aconsolidation or merger into athird party. The original agreement provides that the number of
shares to be issued or the consideration to be paid will be determined based upon the per share pricein
connection with C3J sinitia public offering, the value of consideration received in asale of al or substantially all
of C3J's assets, or the value of consideration received in a consolidation or merger with athird party.

On December 20, 2018, in contemplation of the Merger (see Note 16), the deferred purchase price arrangement
was amended. Under the amended agreement, the purchase consideration consists of (i) closing consideration of
$1.0 million paid on February 28, 2018, (ii) cash payments of $1.0 million on January 31, 2019, $1.0 million on
January 31, 2020, and $2.0 million on January 31, 2021, (iii) an issuance of that number of shares of C3J s common
stock equal to ten percent of C3J sfully-diluted capitalization, excluding options and restricted stock awards,
immediately prior to the closing of the Merger, and (iv) potential milestone payments of up to $39.5 million related
to the development and relevant regulatory approval of products utilizing bacteriophage from the Synthetic Phage
Platform acquired from SGI (the “milestone payment obligation™). In the event the closing of the Merger does not
occur on or before June 1, 2019, the amendment will be null and void, and the original agreement will remainin
effect.

In January 2017, FASB issued ASU 2017-01, Clarifying the Definition of a Business, or ASU 2017-01. A key
provision within ASU 2017-01 isthe single or similar asset threshold. When substantially all of the fair value of the
gross assets acquired is concentrated in asingle identifiable asset or group of similar identifiable assets, the
acquired set is not a business. The Company adopted this standard effective January 1, 2017.

The Synthetic Phage Platform asset acquired consisted primarily of phage know-how, research program
materials and the related intellectual properties that had been under development by SGI. The Company also was
assigned a collaboration agreement with amultinational pharmaceutical company (“PharmaCo”), and agrant from
National Institutes of Health, or NIH, and the National Institute of Allergy and Infectious Diseases, or NIAID.

The Company considered the items included in the acquired Synthetic Phage Platform asset and concluded
that substantially all of the assets acquired fair value of assets acquired and the consideration given to SGI
constituted the purchase of a single asset — the Synthetic Phage Platform. Based on ASU
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2017-01, the acquisition was an asset acquisition, specifically an in-process research and development asset.
Under guidance in ASC 730, Resear ch and Development, in process research and devel opment assets acquired in
connection with asset acquisitions are expensed unless there is an alternative future use. Asthe asset acquired
from SGI does not have an alternative future use, the $6.8 million fair value of the asset and consideration
transferred for the asset acquired was expensed in full in the consolidated statement of operations and
comprehensive loss.

The equity payment was determined to be a derivative liability in accordance with ASC 815, Derivatives and
Hedging and was initially recorded at its fair value of $2.8 million. Throughout 2018, the derivative liability has
been discounted to its fair value based upon a payment probability assessment and marked-to-market at the end
of each period. (see Note 5). The time-based payment obligation was recorded as a liability at its amortized cost of
$2.9 million and impactsinterest expense based on the effective interest method based on its contractual lifein
accordance with ASC 835. Following the December 20, 2018 amendment to the deferred purchase price
arrangement, the Company considered the reduction to the share issuance consideration in estimating the fair
value of the derivative liability.

The Company determined the changes to the deferred purchase price arrangement met the definition of a
troubled debt restructuring under ASC 470-60, Troubled Debt Restructurings by Debtors, as the Company was
experiencing financial difficulties and SGI granted a concession. The amendments to the terms of the equity
payment resulted in an adjustment to the fair value of the derivative liability, resulting in a$2.0 million gain, which
isincluded in the changein fair values of derivative liabilities within the consolidated statement of operations and
comprehensive loss for the year ended December 31, 2018. Other than the gain resulting from the change in fair
value of aderivative liability required to be remeasured to fair value with changesin fair value recognized in
earningsin accordance with ASC 815, no gain on restructuring was recorded because the future, undiscounted
cash flows of the time-based payment obligation exceed the carrying amount of the liability. The net carrying
amount at the date of the restructuring does not include any contingently payable amounts. Prospectively, the
time-based payment obligation will continue to be carried at amortized cost and will impact interest expense using
the effective interest method based on its contractual life in accordance with ASC 835 and potential payments
under the milestone payment obligation will be accrued once probable of being incurred in accordance with ASC
450.

13. Research Collaboration Arrangement

In connection with the Synthetic Phage Asset Acquisition discussed in Note 12, the Company was assigned
aresearch collaboration agreement (“ Research and Option Agreement”) with amultinational pharmaceutical
company (“PharmaCo”).

The research program under the collaboration agreement will expirein May 2019 unless amended. During the
research term, C3J will be entitled to milestone payments tied to the achievement of product development
milestone events in the amount of $1.5 million. The collaboration agreement also provides for the initiation of a
second research program should PharmaCo exercise that option during the initial research term and pays the
option fee of $1.5 million. To date, PharmaCo has not exercised its license option nor has the Company reached
any milestones or earned any revenue under the Research and Option Agreement. PharmaCo has theright to
terminate the agreement at any time with 90 days' notice. Each party to the Research and Option Agreement is
responsible for its costs and expenses in connection with the research program.

14. Employee Retirement Plan

The Company’ s employees participate in an employee retirement plan under Section 401(k) of the Internal
Revenue Code of 1986, as amended. The Company does not match employee contributions to the plan.

15. Related Party Transactions

On Jduly 12, 2017, the Company entered into an Equity Interest Transfer Agreement with its scientific founder,
Wenyuan Shi, PhD. Pursuant to the transaction, the Company sold its 100% interest in itsinactive Chinawholly
owned subsidiary Chengdu Sen Nuo Wei Biotechnology Co., Ltd. for consideration of one dollar. The transaction
closed on December 17, 2017. In connection with the sale, the Company recorded a gain of $128,946, primarily
related to the reduction of the Company’ s cumulative foreign currency translation adjustment balance.
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During 2012, the Company made aloan to an employee in the amount $110,000. The loan was to mature on
November 30, 2017 and had an annual interest rate of 0.88%. During 2017, the Company terminated the employee
as part of areduction-in-force. The loan was expensed on a straight-line basis over the term of theloan. The
expense recognized during the year ended December 31, 2017 was $19,819.

16. Subsequent Event

On January 3, 2019, the Company entered into an Agreement and Plan of Merger and Reorganization (the
“Merger Agreement”) with AmpliPhi Biosciences Corporation (“AmpliPhi”), aclinical stage biotechnology
company focused on the development and commercialization of novel targeted antimicrobials. The transactionis
subject to shareholder approval by AmpliPhi’s shareholders and other customary closing conditions. Upon
closing of the Merger, C3Jis expected to be publicly traded on the NY SE American exchange.

At the effective time of the Merger, the Company anticipates that each share of C3J common stock
outstanding immediately prior to the effective time of the Merger will be converted into the right to receive
approximately 0.6892 shares of AmpliPhi common stock, subject to adjustment to account for areverse split of
AmpliPhi common stock at a reverse split ratio of between 1-for-3 and 1-for-20, inclusive, to be determined by
AmpliPhi’ s board of directors and to be implemented prior to the consummation of the Merger.

Immediately following the Merger, the former C3J security holders will own approximately 70% of the
aggregate number of shares of AmpliPhi common stock and the security holders of AmpliPhi as of immediately
prior to the Merger will own approximately 30% of the aggregate number of shares of AmpliPhi common stock on a
fully diluted basis.

In addition, certain existing C3J shareholders have executed Stock Purchase Agreements reflecting their
commitment to invest $10 million in the combined company, subject to customary conditions.

The Company has evaluated events and transactions occurring subsequent to December 31, 2018 and
through March 25, 2019, the date the financial statements were issued.
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Item 1.01 Entry into a Material Definitive Agreement.
The disclosure relating to the Registration Rights Agreement set forth in Item 3.02 below isincorporated herein by reference.
Item 2.01 Completion of Acquisition or Disposition of Assets.

Aspreviously disclosed, on January 3, 2019, Armata Pharmaceuticals, Inc. (f/k/a AmpliPhi Biosciences Corporation) (“Armata”) entered into an
Agreement and Plan of Merger and Reorganization (as amended on March 25, 2019, the “Merger Agreement”) with C3J Therapeutics, Inc., a
Washington corporation (“C3J"), aclinical-stage biotechnology company focused on the devel opment and commercialization of novel targeted
antimicrobials, and Ceres Merger Sub, Inc., a Washington corporation and wholly owned subsidiary of Armata (“Merger Sub”). Upon the terms
and subject to the satisfaction of the conditions described in the Merger Agreement, including approval of the transaction by Armata’ s
shareholders and C3J s sharehol ders, Merger Sub would be merged with and into C3J (the “Merger™), with C3J surviving the Merger as awholly-
owned subsidiary of Armata. The Merger isintended to qualify as atax-free reorganization for U.S. federal income tax purposes. Concurrently with
the execution of the Merger Agreement, certain officers, directors and shareholders of Armata and C3J entered into lock-up agreements (the “Lock-
Up Agreements”), pursuant to which they accepted certain restrictions on transfers of the shares of Armatafor the 180-day period following the
effective time of the Merger (the “ Effective Time”).

On May 9, 2019, the Merger was completed following a Special Meeting of Armata’ s shareholders (as defined and described in Item 5.07 below).
Pursuant to Articles of Merger (the “Articles of Merger”), filed by Armata, which became effective at 8:05 am. PT on May 9, 2019, C3Jwas merged
with and into Merger Sub. Asaresult of the Merger, C3J became awholly-owned subsidiary of Armata. At the Effective Time, each share of C3J
common stock outstanding was converted into the right to receive 0.04932975 shares of Armata common stock (after giving effect to the Reverse
Split, as defined below, the “Merger Consideration™). Accordingly, Armataissued 5,578,166 shares of common stock as of the Effective Timein
reliance on Section 4(a)(2) of the Securities Act of 1933, as amended, and the related instructions related thereto) (the “ Securities Act”).

The Merger was treated as areverse merger under the acquisition method of accounting in accordance with accounting principles generally
accepted in the United States. For accounting purposes, C3Jis considered to have acquired Armata.

Immediately prior to the consummation of the Merger, Armatafiled Articles of Amendment (the “Amendment”) to its Amended and Restated
Articles of Incorporation to effectuate a 1-for-14 reverse split of itsissued and outstanding shares of common stock (the “ Reverse Split”) and to
change its name to “ Armata Pharmaceuticals, Inc.”

Immediately following the consummation of the Merger, Armata completed the Financing (as defined and described in Item 3.02 below). The
disclosures set forth in Item 3.02 below are incorporated herein by reference.

The Armata common stock began trading on the NY SE American (the “NYSE”) under the symbol “ARMP” and with the new CUSIP number 04216R
102 when the NY SE market opened on May 10, 2019.

Following the consummation of the transactions described above, as of the close of business on May 9, 2019, there were 9,960,078 shares of
Armata common stock outstanding.

Following the Merger, the headquarters of Armata are located in Marinadel Rey (C3J sformer headquarters).

The foregoing description does not constitute a complete summary of the terms of the Amendment or the Articles of Merger, and isqualifiedinits
entirety by reference to the full text of the Amendment and the Articles of Merger, copies of which arefiled as Exhibit 3.1 and 3.2 to this report,
respectively, and incorporated by reference herein. In addition, the description of the Merger Agreement is qualified in itsentirety by referenceto
the Agreement and Plan of Merger and Reorganization, included as Exhibit 2.1 to the Current Report on Form 8-K filed by Armata on January 4,
2019.

On May 9, 2019, Armataissued a press rel ease relating to, among other things, certain of the matters set forth in this report. A copy of the press
releaseis attached as Exhibit 99.1 hereto and isincorporated by reference herein.




Item 3.01 Notice of Delisting or Failureto Satisfy a Continued Listing Rule or Standard; Transfer of Listing.

Prior to the consummation of the Merger, shares of Armata common stock were listed on the NY SE under the symbol “APHB.” In connection with
the Merger, Armata submitted an initial listing application with NY SE to seek listing of the combined company’s common stock on the NY SE upon
the consummation of the Merger, and such request was granted on May 6, 2019, subject to compliance with all applicable listing standards at the
time of commencement of trading.

The NY SE’slisting standards require an issuer seeking to qualify for listing to have, among other things, a $3.00 per share minimum bid price.
Therefore, Armata compl eted the Reverse Split, which became effective at 8:00 am. PT on May 9, 2019, immediately prior to the consummation of
the Merger.

Asdisclosed in Item 5.07 below, at the Special Meeting, prior to completing the Reverse Split, Armata’ s shareholders approved a proposal
authorizing Armata’ s board of directors to effect areverse stock split by aratio in the range between 1-for-3 to 1-for-20, inclusive. Thefinal ratio of
1-for-14 was determined by Armata s board of directors following the Special Meeting on May 8, 2019.

Asaresult of the Reverse Split, each fourteen pre-split shares of Armata common stock outstanding were automatically combined into one new
share of Armata common stock without any action on the part of the shareholders. The number of outstanding shares of Armata common stock
was reduced from approximately 33.5 million to approximately 2.4 million.

Shares of Armata common stock began trading on a split-adjusted basis, symbol “ARMP” and with the new CUSIP number 04216R 102 when the
NY SE market opened on May 10, 2019.

The Reverse Split did not change the number of authorized shares of Armata common stock or preferred stock, or the par value of Armata common
stock or preferred stock. No fractional shares were issued in connection with the Reverse Split. Shareholders who would have otherwise been
entitled to receive afractional sharewill instead receive a cash payment based on the closing price of Armata’ s common stock on May 8, 2019.

Item 3.02 Unregistered Sales of Equity Securities.

Merger Consideration

The disclosure relating to the Merger Consideration set forth in Item 2.01 above isincorporated herein by reference.
Financing Transaction

As previously disclosed, on February 5, 2019, Armata and C3J entered into a share purchase agreement (the “ Share Purchase Agreement”) with
certain shareholders of C3J (the “Investors”), pursuant to which Armata agreed to sell, and the Investors agreed to buy, in a private placement,
shares of Armata common stock (the “Financing Shares”) immediately following the Effective Time of the Merger, having an aggregate purchase
price of $10.0 million (the “Financing”). An aggregate of 1,991,269 shares of Armata common stock wasissued to the Investorsin the Financing at
aprice of approximately $5.02192 per share. The Financing Shares were issued in reliance on the exemption from registration provided by Section 4
(a)(2) of the Securities Act, and such shares bear appropriate restrictive legends. In addition, the Financing Shares are subject to the provisions of
the Lock-Up Agreements.

Immediately following the closing of the Merger and the Financing, the former C3J security holders (including the Investors) own approximately
76% of the aggregate number of shares of Armata common stock (of which approximately 20% is comprised of the sharesissued in the Financing to
the Investors) and the security holders of Armata as of immediately prior to the Merger own approximately 24% of the aggregate number of shares
of Armatacommon stock.

In connection with the Financing, Armata and the Investors entered into aregistration rights agreement (the “ Registration Rights Agreement”),
dated May 9, 2019, pursuant to which Armatawill agree to cause the Shares to be registered for resale under the Securities Act.




The foregoing description does not constitute a complete summary of the terms of the Registration Rights Agreement and is qualified inits entirety
by referenceto the full text of the Registration Rights Agreement, a copy of whichisfiled as Exhibit 10.1 to thisreport and incorporated by
reference herein.

Item 3.03 Material M odification to Rights of Security Holders.
The disclosures set forth in Items 2.01 and 3.02 above and in Items 5.01, 5.03, and 5.07 below, are incorporated herein by reference.

Asof May 9, 2019, Armata adopted a new form of stock certificate representing its common stock on and after the Effective Time to reflect the name
change, the Reverse Split, and updated signatories. The form of stock certificateis attached hereto as Exhibit 4.1 and isincorporated herein by
reference.

Item 4.01 Changesin Registrant’s Certifying Accountant.
The disclosure set forth in Item 2.01 aboveisincorporated herein by reference.
Dismissal of PwC

PricewaterhouseCoopers LLP (“PwC") was previously engaged as the independent registered public accounting firm for C3J. On January 28, 2019,
the Audit Committee of C3J s board of directors (the “C3J Audit Committee”) dismissed PwC as C3J' sindependent registered public accounting
firm, effectiveimmediately (the “January Termination”), and engaged Ernst & Young LLP (*EY") as discussed below to serve in such capacity
instead. EY has served as Armata’ sindependent registered public accounting firm since 2015, and will serve as the independent registered public
accounting firm for the combined company following the consummation of the Merger.

In anticipation of the Merger, however, the C3J Audit Committee engaged PwC to audit C3J s consolidated financial statements for the fiscal year
ended December 31, 2017 in accordance with the standards of the Public Company Accounting Oversight Board (United States) (the “PCAOB
standards audit”). PwC had previously audited those financial statementsin accordance with auditing standards generally accepted in the United
States.

On February 18, 2019, the C3J Audit Committee determined to terminate PwC’ s engagement with respect to the PCAOB standards audit of C3J's
December 31, 2017 consolidated financial statements, and PwC was notified of such determination on February 18, 2019 (such termination, the
“February Termination”).

PwC’'s PCAOB standards audit of C3J s December 31, 2017 consolidated financial statementswasin process but not yet complete at the time of the
February Termination. Accordingly, PwC did not complete the PCAOB standards audit of C3J s 2017 consolidated financial statements, and PwC
did not issue an audit report under PCAOB standards with respect to those financial statements.

The reports of PwC on C3J' s consolidated financial statements for the years ended December 31, 2017 and 2016 (which were issued under auditing
standards generally accepted in the United States but were never filed with the U.S. Securities and Exchange Commission (the “ Commission™)
because C3Jwas not subject to such reporting requirements) did not contain an adverse opinion or disclaimer of opinion, nor were they qualified or
modified asto uncertainty, audit scope, or accounting principles.

During C3J sfiscal years ended December 31, 2018 and 2017 and the subsequent interim period through dates of the January Termination and the
February Termination, respectively, there were no disagreements (as defined in Item 304(a)(1)(iv) of Regulation S-K under the Securities Act
(“Regulation S-K")) between C3J and PwC on any matter of accounting principles or practices, financial statement disclosure, or auditing scope or
procedures, which disagreements, if not resolved to PwC'’ s satisfaction, would have caused PwC to make reference to the subject matter of the
disagreement in their reports on C3J s consolidated financial statements.




During C3J sfiscal years ended December 31, 2018 and 2017 and the subsequent interim period through dates of the January Termination and the
February Termination, respectively, there were no reportabl e events (as defined in Item 304(a)(1)(v) of Regulation S-K), except that PwC reported to
C3Jand the C3J Audit Committee that it believed amaterial weaknessininternal control over financial reporting existed related to the lack of
segregation of duties, particularly asit relatesto the processing of journal entries (such matter as reported by PwC to C3J and the C3J Audit
Committee being hereinafter referred to asthe “Matter”).

Armata has provided PwC with a copy of the disclosuresit is making in this report and requested that PwC furnish aletter addressed to the
Commission stating whether or not it agrees with the statements made herein. A copy of the letter, dated May 10, 2019, isfiled as Exhibit 16.1 to this

report.

Engagement of EY

As described above, effective January 29, 2019, C3Jretained EY asitsregistered public accounting firm, and effective February 21, 2019, C3J
retained EY to conduct the PCAOB standards audit of C3J s December 31, 2017 consolidated financial statements.

During C3J' stwo most recent fiscal years and the subsequent interim period preceding the engagement of EY, neither C3J nor anyone on its behalf
consulted with EY with respect to: (i) the application of accounting principles to a specified transaction, either completed or proposed, or the type
of audit opinion that might be rendered on C3J s consolidated financial statements, and no written report or oral advice of EY was provided to C3J
that was an important factor considered by C3Jin reaching a decision as to the accounting, auditing, or financial reporting issue; or (ii) any matter
that was either the subject of a*“ disagreement” (as defined in Item 304(a)(1)(iv) of Regulation S-K), or any “reportable event” (as defined in [tem 304
(&(1)(v) of Regulation S-K).

Item 5.01 Changesin Control of Registrant.
The disclosures contained in Items 2.01, 3.02, 3.03 above, and Item 5.07 below, are incorporated herein by reference.

Immediately upon consummation of the Merger, the C3J shareholders prior to the Merger hold amajority of the voting interest of the combined
company. In addition, the seven-member board of directors of the combined company include five of theindividuals that served as members of the
C3Jboard of directorsimmediately prior to the consummation of the Merger, and therefore, such members possess majority control of the board of
directors of the combined company.

Item 5.02 Departureof Directorsor Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangementsof Certain Officers.

Appointment and Departure of Certain Directors and Officers

Pursuant to the Merger Agreement, the officers of Armatainclude: (i) Todd R. Patrick, who served as chief executive officer of C3Jbefore the
Effective Time, and became chief executive officer of Armata upon the Effective Time; (ii) Brian Varnum, Ph.D., who served as chief development
officer of C3J before the Effective Time, and became the president and chief development officer of Armata upon the Effective Time; (iii) Steve R.
Martin, who served as Armata’ s chief financial officer prior to the Effective Time, and retained his position as chief financial officer of Armata upon
the Effective Time, and (iv) Duane Morris, who served as the vice president, operations of C3J prior to the Effective Time, and became the vice
president, operations of Armata upon the Effective Time.

Upon the Effective Time, Paul C. Grint, M.D. resigned from his position as chief executive officer of Armata. In connection with hisresignation, Dr.
Grint became entitled to receive the severance and change of control payments described in his offer |etter agreement with Armata, dated June 1,
2017. For additional information regarding these payments, please refer to “Interests of the AmpliPhi Directors and Executive Officersin the
Merger—Directors and Executive Officers Following the Merger” beginning on page 83 of the Definitive Proxy Statement on Schedule 14A, initially
filed by Armatawith the Commission on April 4, 2019 and as amended and supplemented on April 15, 2019 and May 1, 2019 (the “Proxy
Statement”).

While Dr. Grint resigned as an officer of Armata, he is continuing as a consultant in atransitional role for aperiod of six months. As consideration
for his consulting services, Armatawill grant him, subject to approval by Armata’s board of directors, an option under the 2016 Plan (as defined
below) to purchase 1,786 shares of the Company’ s common stock at an exercise price equal to the fair market value of the share of the Company’s
common stock on the date of grant. Subject to certain terms and conditions, the option will vest at the end of the six-month consulting period and
will remain exercisable for aperiod of one year after the termination of such six-month consulting period.




In addition, each of Louis Drapeau, Dr. Grint, Wendy S. Johnson and Vijay Samant resigned from Armata s board of directors upon the Effective
Time, and the designees of C3J pursuant to the Merger Agreement, Richard Bastiani, Ph.D., Richard Bear, H. Stewart Parker, Todd R. Patrick and
Joseph M. Patti, Ph.D. were appointed to fill the vacancies created by the resignations of the former Armata directors listed above.

Jeremy Curnock Cook and Michael S. Perry, D.V.M, Ph.D. each served as directors of Armata prior to the Merger and continue to serve as directors
of Armatafollowing the Merger.

Mr. Patrick is subject to an Employment Agreement, dated October 1, 2018, between Mr. Patrick and C3J Therapeutics, Inc., as amended on January
3, 2019 (the “Employment Agreement”). The Employment Agreement providesfor aninitial term of three years. Mr. Patrick will be paid an annual
base salary as may be established from time to time by the board of directors, and an annual cash bonus, in accordance with a milestone based
structure established by the board of directors, enabling him to earn between 50% and 100% of the amount of his base salary as a bonus. He will
also beeligiblefor al fringe benefit plans available to other full-time employees. If Mr. Patrick isterminated without Cause (as defined in the 2016
Plan) or resignsfor Good Reason (as defined in the Employment Agreement), then he will be entitled to a severance payment equal to his base
salary plus 50% bonus (the bonus to be paid whether earned or unearned) for the then remaining term of the contract, or through September 30,
2021, such payment to be lengthened to a minimum of one year or twelve (12) months of base salary and bonus, if his termination occurs during any
month during the 2021 calendar year. The foregoing description does not constitute a complete summary of the terms of the Employment
Agreement and is qualified in its entirety by reference to the full text of the Employment Agreement, a copy of which isfiled as Exhibit 10.2 and
Exhibit 10.3 (collectively) to this report and incorporated by reference herein.

Other than as set forth above, there is no arrangement or understanding between any of Mr. Patrick, Dr. Varnum, Mr. Martin, or Mr. Morris and any
other person pursuant to which he was selected as an officer of Armata, and there are no family relationships between any of Mr. Patrick, Dr.
Varnum, Mr. Martin, or Mr. Morris and any of Armata s directors or executive officers. There are no transactions to which Armataisaparty andin
which any of Mr. Patrick, Dr. Varnum, Mr. Martin, or Mr. Morris hasadirect or indirect material interest that would be required to be disclosed
under Item 404(a) of Regulation S-K.

In connection with their appointment, each director will receive a standard director appointment |etter (the “Director Letter”), setting forth, among
other things, such director’ s duties as a member of the board of directors of Armata and compensation arrangements. A form of Director Letter is
attached hereto as Exhibit 10.4 and isincorporated herein by reference. In addition, Armataintends to enter into an indemnity agreement with each
director and executive officer, aform of which wasfiled by Armatawith the Commission.

Information regarding the new directors and executive officers of Armatawas previously disclosed in the Proxy Statement, under the heading
“Directors and Officers of AmpliPhi Following the Merger.”

EIP Amendment

The disclosure set forth in Item 5.07 relating to the EIP Amendment (as defined below) isincorporated by reference herein. The EIP Amendment is
described in greater detail in the Proxy Statement under the caption “Matters Being Submitted to a V ote of AmpliPhi Shareholders — Proposal No.
4 —Approval of the amendment to the AmpliPhi 2016 Equity Incentive Plan to increase the shares authorized for issuance under the plan by
13,822,963", which disclosure isincorporated herein by reference. After giving effect to the Reverse Split, the number of shares authorized for
issuance under the plan was increased by 987,354. The description of the 2016 Plan contained in the Proxy Statement is qualified inits entirety by
reference to the full text of the 2016 Plan, which is attached as A ppendix E thereto and isincorporated therein by reference.




Item 5.03 Amendmentsto Articles of Incorporation or Bylaws; Changein Fiscal Year.

The disclosure set forth in [tems 2.01, 3.01, and 5.01 above, and Item 5.07 below, are incorporated herein by reference.

Item 5.07 Submission of Mattersto a VVote of Security Holders

The disclosures set forth in Items 2.01, 3.01, 3.02, 3.03, 5.01, and 5.03 above are incorporated herein by reference.

On May 8, 2019, a Specia Meeting (the “ Special Meeting”) of Armata’ s common sharehol ders was held. At the close of business on the record
date, Armata had 32,774,690 shares of common stock outstanding (pre-Reverse Split) and entitled to vote. A summary of the matters voted upon by

the Armata shareholdersis set forth below.

A total of 19,177,595 shares of Armata common stock were present at the meeting in person or by proxy, which represents approximately 58.5% of
the shares of Armata common stock outstanding on the record date for the Special Meeting.

Thefollowing actions occurred at the Special Meeting:

1 The Merger was approved;

2. The Financing was approved;

3. The Amendment and the Reverse Split were approved;

4. An amendment to Armata’ s 2016 Equity Incentive Plan (the “2016 Plan”) to increase the shares authorized for issuance

thereunder by 13,822,963 shares (without giving effect to the Reverse Split) (the “EIP Amendment”) was approved; and

5. Authorization of the adjournment of the Special Meeting, if necessary, in order to solicit additional proxiesif there are not
sufficient votes to approve Proposal Nos. 1 through 4.

The votes were as follows (which votes are presented on a pre-Reverse Split basis):

Proposal 1 — Merger

18,110,167 shares voted for, 700,640 shares voted against, 376,788 shares abstained from voting, and there were no broker non-votes.
Proposal 2— Financing

17,551,913 shares voted for, 1,231,225 shares voted against, 394,457 shares abstained from voting, and there were no broker non-votes.
Proposal 3— Reverse Split

16,663,951 shares voted for, 2,336,145 shares voted against, 177,499 shares abstained from voting, and there were no broker non-votes.
Proposal 4 — EIP Amendment

14,187,863 shares voted for, 4,549,588 shares voted against, 440,144 shares abstained from voting, and there were no broker non-votes.
Proposal 5— Adjournment

16,032,308 shares voted for, 2,529,322 shares voted against, 615,965 shares abstained from voting, and there were no broker non-votes.




Item 9.01 Financial Statementsand Exhibits.
(&) Financial Statements of Businesses Acquired.

Thefinancial statements and information required by this Item 9.01(a) will be filed by amendment to this report not later than 71 calendar days after
the date on which this report isrequired to befiled.

(b) Pro Forma Financial Information

Thefinancia statements and information required by this Item 9.01(b) will be filed by amendment to this report not later than 71 calendar days after
the date on which this report is required to be filed.

(d)  Exhibits
Exhibit Number Description

31 Articles of Amendment to Amended and Restated Articles of Incorporation, dated as of May 9, 2019.
32 Articles of Merger, dated as of May 9, 2019.
41 Form of the Armata Pharmaceuticals, Inc. Common Stock Certificate.
101 Reqistration Rights Agreement, dated as of May 9, 2019, by and among Armata Pharmaceuticals, Inc. and the Investors.
10.2 Employment Agreement, dated October 1, 2018, between C3J Therapeutics, Inc. and Todd R. Patrick.
10.3 Amendment to Employment Agreement, dated as of January 16, 2019, between C3J Therapeutics, Inc. and Todd R. Patrick.
104 Form of Director Appointment L etter.
16.1 L etter from PricewaterhouseCoopers L L P to the U.S. Securities and Exchange Commission, dated May 10, 2019.

99.1 Pressrelease, dated May 9, 2019.




SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf
by the undersigned hereunto duly authorized.

Date: May 10, 2019 Armata Pharmaceuticals, Inc.

By: /s Todd R. Patrick

Name:  Todd R. Patrick
Titlee  Chief Executive Officer
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Introduction

On May 10, 2019, Armata Pharmaceuticals, Inc. (formerly known as AmpliPhi Biosciences Corporation), a
Washington corporation (the “Company”), filed a Current Report on Form 8-K announcing that on May 9, 2019, the
Company completed its business combination with C3J Therapeutics, Inc., aprivately held Washington corporation
(“C37J"), in accordance with the terms of an Agreement and Plan of Merger and Reorganization, as amended on
March 25, 2019, by and among the Company, C3J and Ceres Merger Sub, Inc., a Washington corporation and wholly-
owned subsidiary of the Company (the “Merger”). Also on May 9, 2019, in connection with, and prior to the
completion of the Merger, the Company effected a 1-for-14 reverse stock split of its common stock (the “Reverse
Stock Split”). Immediately following the completion of the Merger, Armata completed a private placement financing
transaction for an aggregate value of $10.0 million (the “Financing”). Unless otherwise noted herein, all referencesto
share and per share amounts herein have been retrospectively adjusted, except as otherwise disclosed, to reflect the
Reverse Stock Split. Upon completion of the Merger, and the Financing, there were 9,960,078 shares of the
Company’s stock outstanding. The Current Report on Form 8-K filed on May 10, 2019 isincorporated herein by
reference.

Item 9.01 Financial Statements and Exhibits.

(a) Financial Statements of Businesses Acquired

The unaudited interim financial statements of C3J, including C3J' s unaudited balance sheet as of March 31,
2019, unaudited balance sheet derived from the audited financial statements as of December 31, 2018, unaudited
statements of operations for the three months ended March 31, 2019 and 2018, unaudited statements of
stockholders' equity for the three months ended March 31, 2019 and 2018, and unaudited statements of cash flows
for the three months ended March 31, 2019 and 2018 and the notes rel ated thereto are included as Exhibit 99.1 and are
incorporated herein by reference.

The audited financial statements of C3J, including C3J s audited balance sheets as of December 31, 2018
and 2017, statements of operations and comprehensive loss for the years ended December 31, 2018 and 2017,
statements of stockholders’ equity for the years ended December 31, 2018 and 2017, statements of cash flowsfor the
years ended December 31, 2018 and 2017, the notes related thereto and the rel ated independent registered public
accounting firm’ s report are referenced as Exhibit 99.2 and are incorporated herein by reference.

(b) Pro Forma Financial Information

The unaudited pro formacombined financial information of the Company, including the unaudited pro forma
combined balance sheet as of March 31, 2019, the unaudited combined statement of operations for the three months
ended March 31, 2019, and the unaudited combined statement of operations for the year ended December 31, 2018
and the notes related thereto are included as Exhibit 99.3 and are incorporated herein by reference.

Exhibit Number Description

23.1 Consent of Independent Registered Public Accounting Firm.

99.1 Unaudited Consolidated Financial Statements of C3J Therapeutics, Inc. as of March 31, 2019 and
for the Three Month Periods Ended March 31, 2019 and March 31, 2018.

99.2 Audited Consolidated Financial Statements of C3J Therapeutics, Inc. as of December 31, 2018 and
2017 and for the Y ears Ended December 31, 2018 and 2017 (incorporated by reference from the
Definitive Proxy Statement filed on April 4, 2019).

99.3 Unaudited Pro Forma Combined Financial Statements.




SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned hereunto duly authorized.

Date: July 24, 2019 Armata Pharmaceuticals, Inc.

By: /s Todd R. Patrick

Name: Todd R. Patrick
Title:  Chief Executive Officer




Exhibit 23.1
Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the following Registration Statements:

(1) Registration Statements (Form S-1 Nos. 333-213421, 333-217169, 333-217680 and 333-226959) of AmpliPhi Biosciences
Corporation

(2) Registration Statement (Form S-3 No. 333-210974) of AmpliPhi Biosciences Corporation

(3) Registration Statement (Form S-8 No. 333-203455) pertaining to the 2012 Stock Incentive Plan and 2013 Stock Incentive
Plan,

(4) Registration Statement (Form S-8 No. 333-221564) pertaining to the AmpliPhi Biosciences Corporation 2016 Equity
Incentive Plan, and

(5) Registration Statements (Form S-8 Nos. 333-212183, 333-217563, 333-223987 and 333-232058) pertaining to the Armata
Pharmaceuticals, Inc. 2016 Employee Stock Purchase Plan, Armata Pharmaceuticals, Inc. 2016 Equity Incentive Plan, C3J
Jian, Inc. Amended 2006 Stock Option Plan, and C3J Therapeutics, Inc. 2016 Stock Plan;

of our report dated March 25, 2019, with respect to the 2018 and 2017 consolidated financial statements of C3J Therapeutics, Inc.

incorporated by reference in this Current Report on Form 8-K/A from the Definitive Proxy Statement on Schedule 14A of Armata

Pharmaceuticals, Inc. (formerly known as AmpliPhi Biosciences Corporation), filed with the Securities and Exchange Commission.
/s/ Ernst & Young LLP

San Diego, California
July 24, 2019




Exhibit 99.1

UNAUDITED INTERIM FINANCIAL STATEMENTS

Consolidated Balance Sheets as of March 31, 2019 and December 31, 2018

Consolidated Statements of Operations for the three months ended March 31, 2019 and 2018

Consolidated Statements of Changesin Stockholders’ Equity for the three months ended March 31, 2019 and 2018
Consolidated Statements of Cash Flows for the three months ended March 31, 2019 and 2018

Notes to Unaudited Consolidated Financial Statements




C3J Therapeutics, Inc.
Consolidated Balance Sheets

March 31, 2019

December 31, 2018

(Unaudited)

Assets
Current assets

Cash and cash equivalents $ 6,162,000 $ 9,663,000

Prepaid expenses and other current assets 456,000 697,000
Total current assets 6,618,000 10,360,000
Restricted cash 700,000 800,000
Property and equipment, net 2,930,000 3,249,000
Operating lease right-of -use asset 2,635,000 —
Other assets 136,000 136,000
Total assets $ 13,019,000 $ 14,545,000
Liabilitiesand stockholders' equity
Current liabilities

Accounts payable and accrued liabilities $ 1,043,000 $ 727,000

Deferred rent — 335,000

Current portion of operating lease liabilities 1,143,000 —

Deferred asset acquisition consideration 769,000 970,000
Total current liabilities 2,955,000 2,032,000
Deferred rent, net of current portion — 810,000
Operating lease liabilities, net of current portion 2,553,000 —
Deferred asset acquisition consideration, net of current portion 2,399,000 2,892,000
Asset acquisition derivative liability 1,157,000 1,117,000
Total liabilities 9,064,000 6,851,000
Stockholders' equity

Common stock, no par value; 150,000,000 shares authorized at March 31, 2019

and December 31, 2018; 102,770,818 shares issued and outstanding at March 31,

2019 and December 31, 2018 145,736,000 145,736,000

Accumulated deficit (141,781,000) (138,042,000
Total stockholders equity 3,955,000 7,694,000
Total liabilitiesand stockholders equity $ 13019000 $ 14,545,000

See accompanying condensed notes to consolidated financial statements.




C3J Therapeutics, Inc.
Consolidated Statements of Operations

Three Months Ended March 31,

2019 2018
(Unaudited) (Unaudited)

Operating expenses
Research and devel opment $ 2,061,000 $ 2,186,000
Acquired in-process R&D — 6,768,000
General and administrative 1,380,000 639,000
Total operating expenses 3,441,000 9,593,000
L ossfrom operations (3,441,000) (9,593,000)
Other income (expense)
Interest income 48,000 52,000
Interest expense (306,000) (88,000)
Changein fair value of derivative liability (40,000) (34,000)
Total other income (expense), net (298,000) (70,000)
Net loss $ (3,739,0000 $ (9,663,000)
Per share information:
Net loss per share, basic and diluted $ 004 $ (0.10)
Weighted average shares outstanding, basic and diluted 94,320,106 94,320,106

See accompanying condensed notes to consolidated financial statements.




Balances, December 31, 2017
Grant of restricted stock awards
Forfeiture of restricted stock awards
Stock-based compensation

Net loss

Balances, March 31, 2018

Balances, December 31, 2018
Net loss
Balances, March 31, 2019

C3J Therapeutics, Inc.
Consolidated Statements of Stockholders Equity

Stockholders' Equity
Accumulated

Other Total
Common Stock Accumulated Comprehensive Stockholders'
Shares Amount Deficit (L 0ss) Equity
102,852,133  $145,690,000 $(121,340,000) $ (7,000) $ 24,343,000
250,000 —
(77,500) —
26,000 26,000
(9,663,000) (9,663,000)
103,024,633 $145,716,000 $(131,003,000) $ (7,000) $ 14,706,000
102,770,818 $145,736,000 $(138,042,000) $ — $ 7,694,000
(3,739,000) (3,739,000)
102,770,818 $145,736,000 $(141,781,0000 $ — $ 3,955,000

See accompanying condensed notes to consolidated financial statements.




C3J Therapeutics, Inc.
Consolidated Statements of Cash Flows

Three Months Ended March 31,

2019 2018
(Unaudited) (Unaudited)
Operating activities:
Net loss $ (37390000 $ (9,663,000)
Adjustments required to reconcile net loss to net cash used in operating activities:

Acquired in-process research and devel opment — 5,691,000
Depreciation 348,000 402,000
Stock-based compensation — 26,000
Non-cash interest expense 306,000 88,000
Changein fair value of derivative liability 40,000 34,000
Amortization of premiums on available-for-sale securities — 25,000
Changesin operating assets and liabilities:

Accounts payable and accrued expenses 429,000 201,000
Deferred rent (84,000) (71,000)
Prepaid expenses and other current assets 241,000 (20,000)

Net cash used in operating activities (2,459,000) (3,287,000)

I nvesting activities:

Purchases of available-for-sale securities — (3,392,000)

Proceeds from sales and maturities of available-for-sale securities — 4,073,000

Purchases of property and equipment (142,000) (159,000)

Net cash provided by/(used in) investing activities (142,000) 522,000

Financing activities:

Payment of deferred consideration for asset acquisition (1,000,000) —

Net cash provided by/(used in) financing activities (1,000,000) —

Net increase (decrease) in cash and cash equivalents (3,601,000) (2,765,000)

Cash, cash equivalents and restricted cash, beginning of period 10,463,000 12,276,000

Cash, cash equivalents and restricted cash, end of period $ 6862000 $ 9,511,000

The following table provides areconciliation of cash, cash equivalents, and restricted cash
reported
within the consolidated balance sheets that sum to the total of the same amounts shown in the
consolidated statements of cash flows.
Three Months Ended March 31,

2019 2018
Cash and cash equivalents $ 6,162,000 $ 8,711,000
Restricted cash 700,000 800,000
Cash, cash equivalents and restricted cash $ 6862000 $ 9,511,000




C3J Therapeutics, Inc.
Notesto Consolidated Financial Statements

1. Organization and Description of the Business

C3J Therapeutics, Inc. (the “Company” or “C3J") is aclinical-stage biotechnology company focused on the discovery and
development of novel targeted antimicrobials that treat infectious diseases and address mircobial dysbiosis associated with
human disease. The Company wasincorporated under the laws of the state of Californiaon November 4, 2005 as C3 Jian, Inc.
Effective February 26, 2016, the Company reincorporated under the laws of the state of Washington as C3J Therapeutics, Inc. As
part of this process, the California entity was converted to C3 Jian, LL C and became awholly owned subsidiary of C3J.

Asdiscussed in more detail in Note 8, the Company completed a merger with AmpliPhi Biosciences Corporation
(“AmpliPhi”), apublicly traded clinical stage biotechnology company focused on the development of novel targeted
antimicrobialsin an all-stock transaction. At the closing of the merger on May 9, 2019, the combined company changed its name
to Armata Pharmaceuticals, Inc. (“ Armata’) and received an additional $10.0 million in financing through a private placement of
Common Stock with certain former C3J shareholders.

2. Liquidity

The Company has prepared its consolidated financial statements on agoing concern basis, which assumes that the Company
will realizeits assets and satisfy itsliabilitiesin the normal course of business. However, the Company hasincurred net |osses
sinceitsinception and has negative operating cash flows. These circumstances raise substantial doubt about the Company’s
ability to continue as a going concern. The accompanying financial statements do not include any adjustments to reflect the
possible future effects on the recoverability and classification of assets or the amounts and classifications of liabilities that may
result from the outcome of the uncertainty concerning the Company’s ability to continue as a going concern.

Asof March 31, 2019, the Company had unrestricted cash and cash equivalents of $6.2 million. For the foreseeabl e future, the
Company’ s ability to continue its operations is dependent upon its ability to obtain additional capital.

3. Significant Accounting Policies
Basis of Presentation

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. All
significant intercompany accounts and transactions have been eliminated.

The accompanying unaudited consolidated financial statements of the Company should be read in conjunction with the
audited financial statements and accompanying notes thereto as of and for the year ended December 31, 2018 included in the
Proxy Statement on Schedule 14A of AmpliPhi, filed with the U.S. Securities and Exchange Commission on April 4, 2019, as
amended. The accompanying unaudited financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America (“U.S. GAAP”) for interim financial statements. Any reference in the Notesto
applicable guidance is meant to refer to authoritative U.S. GAAP asfound in the Accounting Standards Codification (*ASC") and
Accounting Standards Update (“ASU”) of the Financial Accounting Standards Board (“FASB”).

In the opinion of management, the accompanying consolidated financial statementsinclude all adjustmentsthat are of a
normal and recurring nature and that are necessary for the fair presentation of the Company’sfinancial position and the results of
its operations and cash flows for the periods presented. Interim results are not necessarily indicative of resultsfor the full year or
any future period.

Use of Estimates

The preparation of consolidated financial statementsin conformity with U.S. GAAP requires management to make estimates
and assumptions that affect the amounts reported in its consolidated financial statements and accompanying notes. On an
ongoing basis, management eval uates these estimates and judgments, which are based on historical and anticipated results and
trends and on various other assumptions that management believes to be reasonable under the circumstances. By their nature,
estimates are subject to an inherent degree of uncertainty and, as such, actual results may differ from management’ s estimates.




Fair Value of Financial | nstruments

The carrying amounts of cash equivalents, other current assets, accounts payable, and accrued liabilities approximate fair
value because of the short-term nature of these instruments.

Derivative Liabilities

Derivative liahilities are accounted for in accordance with the applicabl e accounting guidance provided in ASC 815 —
Derivatives and Hedging based on the specific terms of the agreements. Derivative liabilities are recorded at fair value at each
reporting period with any changein fair value recognized as a component of change in fair value of asset acquisition derivative

liability in the consolidated statements of operations and comprehensive loss.

Research and Development Costs

Research and development (“R&D”) costs consist primarily of direct and allocated salaries, incentive compensation, stock-
based compensation and other personnel -related costs, facility costs, and third-party services. Third party servicesinclude
studies and clinical trials conducted by Clinical Research Organizations. R& D activities are expensed asincurred. The Company
records accruals for estimated ongoing clinical trial expenses. When evaluating the adequacy of the accrued liabilities, the
Company analyzes progress of the studies, including the phase or completion of events, invoices received and contracted costs.
Judgments and estimates are made in determining the accrued balances at the end of the reporting period.

Acquired in-process research and development expense

The Company expenses acquired in-process research and devel opment in connection with an asset acquisition when thereis
no aterative future use. Acquired in-process research and devel opment expense of $6.8 million consists of the estimated fair value
of the assets acquired and consideration given in connection with the acquisition of certain synthetic phage assetsin 2018 from
Synthetic Genomics, Inc. Asthe assets acquired were in the research and development phase and were determined to not have
any alternative future use, it was expensed as acquired in-process research and devel opment.

Recent Accounting Pronouncements Not Yet Adopted
Recently Adopted Accounting Standards

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which amends the FASB Accounting Standards
Codification and creates Topic 842, "Leases." The new topic supersedes Topic 840, "L eases," and increases transparency and
comparability among organizations by recognizing lease assets and lease liabilities on the balance sheet and requires disclosures
of key information about |easing arrangements. The Company has elected to adopt ASU 2016-02 retrospectively at January 1,
2019 using asimplified transition option that allows companiesto initially apply the new lease standard at the adoption date and
recognize a cumulative-effect adjustment to the opening balance of retained earnings or accumulated deficit. We have also elected
to adopt the package of practical expedients permitted in ASC Topic 842. Accordingly, we are continuing to account for our
existing operating lease as an operating lease under the new guidance, without reassessing whether the agreements contain a
lease under ASC 842. All of our leases at the adoption date were operating leases for facilities and did not include any non-lease
components.

Asaresult of the adoption of ASU 2016-02, on January 1, 2019 we recognized (i) aleaseliability of approximately $3.8 million,
which represents the present value of our remaining lease payments using an estimated incremental borrowing rate of 15%, and
(ii) aright-of-use asset of approximately $2.7 million. There was no cumulative-effect adjustment to accumulated deficit. Lease
expenseis not expected to change materially as aresult of the adoption of ASU 2016-02.

In June 2018, the FASB issued ASU No. 2018-07, Compensation - Stock Compensation (Topic 718): Improvements to
Nonempl oyee Share-Based Payment Accounting, which amends the FASB Accounting Standards Codification in order to
simplify the accounting for share-based payments granted to nonemployees for goods and services. Under the ASU, most of the
guidance on such payments to nonemployees will be aligned with the requirements for share-based payments granted to
employees. The guidance mandates the modified retrospective approach and is effective for annual and interim reporting periods
beginning after December 31, 2018, with early adoption permitted. The Company elected to early adopt this ASU as of June 30,
2018 and the adoption did not have an impact on the Company’ s consolidated financial statements.




4. Fair Valueof Financial Assetsand Liabilities

The guidance regarding fair value measurements prioritizes the inputs used in measuring fair value and establishes athree-
tier value hierarchy that distinguishes among the following:

Level 1—Valuations based on unadjusted quoted pricesin active markets for identical assets or liabilities that the
Company has the ability to access.

Level 2—Valuations based on quoted prices for similar assets or liabilitiesin active markets, quoted prices for identical or
similar assets or liabilities in markets that are not active and models for which all significant inputs are observable, either
directly or indirectly.

Level 3—Valuations based on inputs that are unobservabl e and significant to the overall fair value measurement.

The Company estimates the fair values of derivative liabilities utilizing Level 3 inputs. No derivative liabilities have been
transferred between the classification levels. Estimating the fair values of derivative liabilities requires the use of significant and
subjective inputs that may, and are likely to, change over the duration of the instrument with related changesin internal and
external market factors.

Therecurring fair value measurements of the Company’ sfinancial assets and liabilities at March 31, 2019 and December 31,
2018 consisted of the following:

Quoted Pricesin
Active Markets  Significant Other Significant

for Identical Observable Inputs  Unobservable
Items (Level 1) (Level 2) Inputs (Level 3) Total
March 31, 2019
Assets
Money market funds $ 5585000 $ — $ —  $5,585,000
Total assets 3 5585000 $ — 3 —  $5,585,000
Liabilities
Asset acquisition derivative liability $ — $ — $ 1157,000 $1,157,000
Total liabilities $ — $ — $ 1,157,000 $1,157,000
December 31, 2018
Assets
Money market funds $ 9430000 $ — 3 — $9,430,000
Total assets $ 9,430,000 $ — $ —  $9,430,000
Liabilities
Asset acquisition derivative liability $ — — $ 1,117,000 $1,117,000
Total liabilities $ — $ — $ 1117,000 $1,117,000
The following table sets forth a summary of changesin the fair value of the Company’ s derivative liability:
Asset
Acquisition
Derivative
Liability

Balance, December 31, 2018 $ 1,117,000

Changesin estimated fair value 40,000

Balance, March 31, 2019 $ 1,157,000

We estimate the fair value of this derivative by forecasting the timing and likelihood of the events occurring and discounting
the probability adjusted payments using an appropriate discount based on market interest rates and our own non-performance
risk as required by ASC 820 — Fair Value Measurement.




5. Balance Sheet Details
Property and Equipment

Property and equipment consisted of the following:

Laboratory equipment
Furniture and fixtures

Office and computer equi pment
L easehold improvements

Total

Less: accumulated depreciation
Property and equipment, net

Depreciation expense total ed $348,000 and $402,000 for the three months ended March 31, 2019 and 2018, respectively.

Accounts Payable and Accrued Liabilities

Accounts payable and accrued liabilities consisted of the following:

Accounts payable
Accrued compensation
Professional fees

Other accrued expenses
Total

December
March 31, 31,
2019 2018

$ 7,008000 $ 6,990,000
630,000 627,000
268,000 260,000

3266000 3,266,000
11,172,000 11,143,000
(8,242,000)  (7,894,000)

$ 2,930,000 $ 3,249,000

December
March 31, 31,
2019 2018

$ 154000 $ 415,000

383,000 191,000
370,000 —
136,000 121,000

$ 1043000 $ 727,000

6. Stock-Based Compensation

On February 26, 2016, the Company established the 2016 Stock Plan (“2016 Plan”) to supplement its prior stock plan (“2006
Plan"). The purpose of the 2016 Planisto provide an incentivein the form of equity awards to attract, retain and reward persons
performing services for the Company. Equity awards under the 2016 Plan can be made in the form of stock options, restricted
stock awards (“RSAS”) or restricted stock unit awards (“RSUS”). Stock options outstanding under the 2006 Plan will remain
outstanding until exercised or forfeited, with forfeited shares reducing the total shares available for grant under the 2006 Plan, and
increasing the shares available for grant under the 2016 Plan by the same amount. As of December 31, 2018, the 2006 and 2016
Plans allow the Company to grant awards of up to an aggregate of 16,728,784 shares of common stock. A total of 5,511,397 shares
remain available for grant under the 2016 Plan as of March 31, 2019.

The terms of restricted stock and stock option award agreements, including vesting requirements, are determined by our
Board of Directors, subject to the provisions of the 2016 Plan. The fair value of the Company’s common stock at the date of grant
is determined by the Company’s Board of Directors based on analyses performed by third party valuation specialists.

Vesting of RSAsis based on the occurrence of aliquidity event, such as a public stock offering or change in control of the
Company. In the event of a public stock offering, a service or milestone based vesting schedul e then begins. Service periods are
generally two to four years. In the event of achange in control, 100% vesting occurs upon the closing of such an event. Because
the probability of aliquidity event is outside of the Company’s control and therefore not considered to be probable, no expense
was recorded for the RSAs during 2019 or 2018. Expense will be recorded in the future when aliquidity event is deemed as
probable in management’ s judgment.

The exercise price of nonqualified and incentive stock optionsis set at fair value of the common stock at the date of grant.
Stock options granted and outstanding under the plan generally begin to vest 25% after the first year anniversary and
then monthly for the remaining three years of vesting. Option grants expire ten years from issuance, and are conditioned upon
continued employment during the vesting period. Compensation expense on stock options was $0 and $26,000 during the
three months ended March 31, 2019 and 2018, respectively.




Restricted stock award transactions during the three months ended March 31, 2019 are presented bel ow:

Weighted

Average
Grant Date

Fair Value

Shares Per Share
Outstanding at December 31, 2018 8450,712 $ 1.44
Granted — —
Forfeited/Cancelled — —
Outstanding at March 31, 2019 8,450,712 $ 1.44

Asof March 31, 2019, there was total unrecognized stock-based compensation cost related to unvested restricted stock
awards of $9.6 million, which will be expensed as appropriate under the awards' vesting terms and beginning when aliquidity
event becomes probable. The completion of the merger with AmpliPhi was aliquidity event and the RSAs began vesting on May
9, 2019.

Stock option transactions during the three months ended March 31, 2019 are presented bel ow:

Weighted
Average
Weighted Remaining
Average Contractual  Aggregate
Exercise Term Intrinsic
Shares Price (Years) Value
Outstanding at December 31, 2018 2,766,675 $ 1.79 502 $ —
Granted — —
Forfeited/Cancelled — —
Outstanding at March 31, 2019 2,766,675 $ 1.79 477 $ —
Vested and expected to vest at March 31, 2019 2,756,675 $ 1.79 476 $ =
Exercisableat March 31, 2019 2,760,839  $ 179 476 $ —

7. Synthetic Genomics Asset Acquisition

On February 28, 2018, C3J completed an acquisition of certain synthetic phage assets (the “ synthetic phage assets’) from
Synthetic Genomics, Inc. (“SGI”) for consideration consisting of $8.0 million in cash and $27.0 million in equity. The cash
payments are as follows: $1.0 million paid at closing on February 28, 2018, $1.0 million at one year from closing, $1.0 million at
two years from closing, and $5.0 million at three years from closing (the payments due on the one, two, three year anniversary are
collectively the “time-based payment obligation”). The equity payment (the “equity payment” and, together with the time-based
payment obligation, the “deferred purchase price arrangement”) is due upon the earlier of theinitial public offering of shares of
C3J s common stock pursuant to an effective registration statement under the Securities Act of 1933, as amended, the sale of al or
substantially all of C3J sassetsto athird party, or aconsolidation or merger into athird party. The agreement provides that the
number of sharesto beissued or the consideration to be paid will be determined based upon the per share price in connection
with C3J sinitia public offering, the value of consideration received in a sale of the synthetic phage assetsto athird party, or the
value of consideration received in a consolidation or merger with athird party.

On December 20, 2018, in contemplation of the Merger (see Note 8), the deferred purchase price arrangement was amended.
Under the amended agreement, the purchase consideration consists of (i) closing consideration of $1.0 million paid on
February 28, 2018, (ii) cash payments of $1.0 million on January 31, 2019, $1.0 million on January 31, 2020, and $2.0 million on
January 31, 2021, (iii) an issuance of that number of shares of C3J s common stock equal to ten percent of C3J sfully-diluted
capitalization, excluding options and restricted stock awards, immediately prior to the closing of the merger, and (iv) potential
milestone payments of up to $39.5 million related to the development and relevant regulatory approval of products utilizing
bacteriophage from the synthetic phage assets acquired from SGI (the * milestone payment obligation”).

In January 2017, FASB issued ASU 2017-01, Clarifying the Definition of a Business, or ASU 2017-01. A key provision
within ASU 2017-01 isthe single or similar asset threshold. When substantially all of the fair value of the gross assets acquired is
concentrated in asingle identifiable asset or group of similar identifiable assets, the acquired set is not a business. The Company
adopted this standard effective January 1, 2017.

The synthetic phage assets acquired consisted primarily of phage know-how, research program materials and the related
intellectual propertiesthat had been under development by SGI. The Company also was assigned a collaboration agreement with
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Merck, and a grant from National Institutes of Health, or NIH, and the National Institute of Allergy and Infectious Diseases, or
NIAID.

The Company considered the items included in the acquired synthetic phage assets and concluded that substantially all of
the fair value of the assets acquired and consideration given to SGI constituted the purchase of a single asset. Based on ASU
2017-01, the acquisition was an asset acquisition, specifically anin process research and development asset. Under guidancein
ASC 730, in process research and devel opment assets acquired in connection with asset acquisitions are expensed unlessthereis
an alternative future use. Asthe asset acquired from SGI does not have an alternative future use, the $6.8 million fair value of the
asset and consideration transferred for the asset acquired was expensed in full in the consolidated statement of operations and
comprehensive loss.

The equity payment was determined to be aderivative liability in accordance with ASC 815, Derivatives and Hedging and
wasinitially recorded at its fair value of $2.8 million. Throughout 2018 and as of March 31, 2019, the derivative liability has been
adjusted to its fair value based upon a payment probability assessment and marked-to-market at the end of each period. (see
Note 4). The time-based payment obligation was recorded as aliability at its amortized cost of $2.9 million and impactsinterest
expense based on the effective interest method based on its contractual life in accordance with ASC 835, Interest. Following the
December 20, 2018 amendment to the deferred purchase price arrangement, the Company considered the reduction to the share
issuance consideration in estimating the fair value of the derivative liability.

The Company determined the changes to the deferred purchase price arrangement met the definition of atroubled debt
restructuring under ASC 470-60, Troubled Debt Restructurings by Debtors, as the Company was experiencing financia
difficulties and SGI granted a concession. The amendments to the terms of the equity payment resulted in an adjustment to the
fair value of the derivative liability, resulting in a$2.0 million gain, which isincluded in the change in fair values of derivative
liabilities within the consolidated statement of operations and comprehensive loss for the year ended December 31, 2018. Other
than the gain resulting from the changein fair value of aderivative liability required to be remeasured to fair value with changesin
fair value recognized in earnings in accordance with ASC 815, no gain on restructuring was recorded because the future,
undiscounted cash flows of the time-based payment obligation exceed the carrying amount of the liability. The net carrying
amount at the date of the restructuring does not include any contingently payable amounts. Prospectively, the time-based
payment obligations will continue to be carried at amortized cost and will impact interest expense using the effective interest
method based on its contractual life in accordance with ASC 835 and potential payments under the milestone payment obligation
will be accrued once probable of being incurred in accordance with ASC 450, Contingencies. For the periods ended March 31,
2019 and 2018, the Company recognized $306,000 and $88,000, respectively, of interest expense related to the time-based payment
obligations. For the periods ended March 31, 2019 and 2018, the Company recognized $40,000 and $34,000, respectively, in change
to the estimated fair value of the derivative liability.

In connection with the merger with AmpliPhi on May 9, 2019, the Company converted a portion of its future payment
obligationsto SGI under the amended agreement by issuing 10,480,012 C3J shares of common stock. These shares were then
converted to Armata common shares pursuant to the merger and reverse stock split in the manner described in Note 8. In
connection with the merger with AmpliPhi on May 9, 2019, it is anticipated that the derivative liability will adjust to zero asthe
future payment of any future equity to SGI will no longer be required.

8. Subsequent Events

On May 9, 2019, the Company completed a merger with AmpliPhi. In conjunction with the merger, the combined company
changed its name to Armata Pharmaceuticals, Inc. Armatais publicly traded on the NY SE American exchange under the ticker
symbol ARMP.

At the effective time of the Merger, each share of C3J common stock outstanding immediately prior to the effective time of the
Merger was converted into the right to receive approximately 0.6906 shares of AmpliPhi common stock. The shares were then
adjusted further to account for areverse split of AmpliPhi common stock at areverse split ratio of 1-for-14.

Immediately following the Merger, certain existing C3J shareholders purchased $10.0 million in Armata common stock. After
the merger and new investment, the former C3J security holders owned approximately 76% of the aggregate number of shares of
Armata common stock and the security holders of AmpliPhi as of immediately prior to the Merger owned approximately 24% of
the aggregate number of shares of Armata common stock.
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Exhibit 99.3
UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS

The following unaudited pro forma combined financial statements were prepared using the acquisition method of
accounting under existing U.S. generally accepted accounting principles (“GAAP”), which are subject to change and
interpretation, and give effect to the merger between C3J Therapeutics, Inc. (“C3J’') and AmpliPhi Biosciences Corporation
(“AmpliPhi”). C3Jis considered to be the acquiring company for accounting purposesin thistransaction. C3Jwas determined to
be the accounting acquirer based upon the terms of the Merger Agreement and other factorsincluding: (i) C3J security holders
own approximately 76% of the fully-diluted capitalization of the Company immediately following the closing of the merger; (ii)
directors appointed by C3J hold amgjority of board seats in the combined company; and (iii) C3J management holds the CEO
position and amajority of the key positions in the management of the combined company, named Armata Pharmaceuticals, Inc
(the “Company™).

The unaudited pro forma combined bal ance sheet as of March 31, 2019, and the unaudited pro forma combined statement of
operations and comprehensive loss for the three months ended March 31, 2019 assumes the merger took place January 1, 2019,
and combines the historical financial statements of C3Jand AmpliPhi for the three months ended March 31, 2019. The unaudited
pro forma combined statement of operations for the year ended December 31, 2018 assumes that the merger took place as of
January 1, 2018 and combines the historical financia statements of C3Jand AmpliPhi for the year ended December 31, 2018. The
historical financial statements of C3Jand Ampliphi have been adjusted to give effect to the proposed acquisition (for accounting
purposes) of AmpliPhi by C3J. The pro forma assumptions and adjustments are described in the accompanying notes presented
in the following pages.

As C3J, aprivate company, is the acquiring company for accounting purposes, the merger is considered to be areverse
acquisition under the acquisition method of accounting for business combinations. Accordingly, C3J s assets and liabilities will
be recorded at their precombination carrying amounts and the historical operations that are reflected in the financial statements
will be those of C3J. Assetsand liabilities of AmpliPhi will be measured and recognized at fair value as of the transaction date, and
added to the assets, liabilities and results of operations of C3Jfollowing the merger.

The unaudited pro forma combined financial statements were prepared in accordance with the regulations of the SEC. The pro
forma adjustments reflecting the completion of the Merger are based upon the preliminary accounting analysis conclusion that
the Merger should be accounted for under the acquisition method of accounting in accordance with GAAP and upon the
assumptions set forth in the notes to the unaudited pro forma combined financial statements.

The C3J statement of operations and comprehensive loss for year ended December 31, 2018 was derived from its audited
consolidated financial statements, included in aproxy statement on Schedule 14A filed by AmpliPhi on April 4, 2019, andis
incorporated by reference.

The AmpliPhi statement of operations and comprehensive loss for the year ended December 31, 2018 was derived from its
audited consolidated financial statementsincluded inits Annual Report on Form 10-K, filed on March 25, 2019 (the “ AmpliPhi 10-
K™), andisincorporated by reference.

The historical financial statements have been adjusted to give pro formaeffect to eventsthat are (i) directly attributable to the
Merger, (ii) factually supportable, and (iii) with respect to the statement of operations, expected to have a continuing impact on
the combined results. The pro formacombined financial statements and pro forma adjustments have been prepared based on
preliminary estimates of fair value. Differences between these preliminary estimates and the final acquisition accounting may
occur and could have amaterial impact on the accompanying unaudited pro forma combined financial statements and the
Company’ s future results of operations and financial position. The pro forma combined financial statements and pro forma
adjustments give effect to a 1-for-14 reverse stock split of the common stock of AmpliPhi, or the combined company and the
private placement financing transaction for an aggregate value of $10.0 million completed immediately following the Merger.
Unless otherwise noted herein, al references to share and per share amounts herein have been adjusted, except as otherwise
disclosed, to reflect the reverse stock split.

The unaudited pro forma combined financial statements do not give effect to the potential impact of current financial
conditions, regulatory matters, operating efficiencies or other savings or expenses that may be associated with the acquisition.
The unaudited pro forma combined financial data also do not include any integration costs. The unaudited pro forma combined
financial statements have been prepared for illustrative purposes only and are not necessarily indicative of the financial position
or results of operations in future periods or the results that actually would have been realized had C3J and AmpliPhi been a
combined company during the specified period. The unaudited pro forma combined financial statements, including the notes
thereto, should be read in conjunction with the




C3Jhistorical audited financial statements for the year ended December 31, 2018, incorporated by reference, and in conjunction
with the AmpliPhi historical audited consolidated financial statementsincluded in the AmpiPhi 10-K.




Unaudited Pro Forma Combined Balance Sheet
Asof March 31, 2019

Historical Historical Pro forma
C3J
Therapeutics, AmpliPhi M er ger Pro Forma
Biosciences,
Inc. Inc. Adjustments Note Combined
Assets
Current assets
Cash, cash equivalents and short-term investments $ 6,162,000 $ 5,535,000 $ 10,000,000 A3 $ 18,260,000
(3,437,000) A6
Prepaid expenses and other current assets 456,000 407,000 — 863,000
Total current assets 6,618,000 5,942,000 6,563,000 19,123,000
Restricted cash 700,000 — — 700,000
Operating lease right-of-use asset 2,635,000 286,000 — 2,921,000
Property and equipment, net 2,930,000 420,000 — 3,350,000
In-process research and development — 2,731,000 7,045,000 A4 9,776,000
Acquired patents, net — 238,000 (238,000) A4 —
Goodwill — — 1,056,000 A4 1,056,000
Other noncurrent assets 136,000 — — 136,000
Total assets $ 13,019,000 $ 9,617,000 $ 14,426,000 $ 37,062,000
Liabilities and stockholders' equity (deficit)
Current liabilities:
Accounts payable and accrued liabilities $ 660,000 $ 1,684,000 $ (1,142,000) A6 $ 1,202,000
Accrued compensation 383,000 1,834,000 524,000 A7 2,741,000
Current portion of operating lease liabilities 1,143,000 73,000 — 1,216,000
Deferred asset acquisition consideration 769,000 = = 769,000
Total current liabilities 2,955,000 3,591,000 (618,000) 5,928,000
Derivative liabilities — 33,000 (33,000) A6 —
Deferred tax liability — 819,000 2,114,000 A5 2,933,000
Operating lease liabilities, net of current portion 2,553,000 213,000 — 2,766,000
Deferred asset acquisition consideration, net of current
portion 2,399,000 — (1,330,000) A8 1,069,000
Asset acquisition derivative liability, net of current portion 1,157,000 — (1,157,000) A9 —
Total liabilities 9,064,000 4,656,000 (1,024,000) 12,696,000
Common Stock 145,736,000 328,000 (328,000) Al 100,000
20,000 A3
(145,656,000) A2
Additional paid-in capital — 414,566,000 (409,605,000) Al 168,714,000
9,980,000 A3
145,656,000 A2
5,749,000 A4, A5
1,330,000 A8
1,038,000 B1
Accumulated deficit (141,781,000)  (409,933,000) 409,933,000 Al (144,448,000)
(2,262,000) A6
(524,000) A7
1,157,000 A9
(1,038,000) B1
Total stockholders' equity (deficit) 3,955,000 4,961,000 15,450,000 24,366,000
Total liabilities and stockholders' equity (deficit) $ 13,019,000 $ 9,617,000 $ 14,426,000 $ 37,062,000




Unaudited Pro Forma Combined Statement of Operationsand Comprehensive L 0ss
For the Three Months Ended March 31, 2019

Revenue
Operating expenses:
Research and devel opment
Genera and administrative
Total operating expenses
Loss from operations
Total other income (expense), net
L oss before income taxes
Income tax benefit
Net loss
Unrealized gain on available-for-sale securities
Net loss and comprehensive loss
Net loss per share, basic
Weighted-average common shares outstanding, basic
Net loss per share, diluted
Weighted-average common shares outstanding, diluted

Historical Historical Pro Forma
C3J
Therapeutics, AmpliPhi Mer ger
Biosciences,
Inc. Inc. Adjustments
$ — % — % —
2,061,000 1,494,000 248,000
1,380,000 2,112,000 790,000
3,441,000 3,606,000 1,038,000
(3,441,000) (3,606,000) (1,038,000)
(298,000) (11,000) —
(3,739,000) (3,617,000) (1,038,000)
(3,739,000) (3,617,000) (1,038,000)
$ (3,739,000) $(3,617,000) $ (1,038,000)
$ (0.04) $ (0.12)
94,320,106 32,390,144 (116,827,257)
$ (0.04) $ (0.12)
94,320,106 32,390,144 (116,827,257)

Note

Bl
Bl

B2

B2

Pro Forma

Combined

$ —

3,803,000
4,282,000
8,085,000

(8,085,000)
(309,000)
(8,394,000)

(8,394,000)

$(8,394,000)

$ (085
9,882,993

$ (085
9,882,993




Unaudited Pro Forma Combined Statement of Operations and Comprehensive L 0ss
For the Twelve Months Ended December 31, 2018

Revenue
Operating expenses:
Research and devel opment
Acquired in-process resarch and
development
Genera and administrative
Impairment charges
Total operating expenses
L oss from operations
Total other income (expense), net
L oss before income taxes
Income tax benefit
Net loss
Unrealized gain on available-for-sale securities
Net loss and comprehensive loss
Net loss per share, basic
Weighted-average common shares outstanding,
basic
Net loss per share, diluted

Weighted-average common shares outstanding,
diluted

Historical Historical Pro Forma
C3J
Therapeutics, AmpliPhi M er ger
Inc. Biosciences, Inc. Adjustments
$ — $ — 3 —
8,372,000 4,892,000 990,000
6,767,000 — —
2,519,000 5,702,000 3,161,000
— 1,930,000 —
17,658,000 12,524,000 4,151,000
(17,658,000) (12,524,000) (4,151,000)
956,000 86,000 —
(16,702,000) (12,438,000) (4,151,000)
— 328,000 —
(16,702,000) (12,110,000) (4,151,000)
7,000 — —
$ (16,695,000) $ (12,110,000) $ (4,151,000)
$ (018) $ (0.64)
94,320,106 18,980,796 (104,375,720)
$ (0.18) $ (0.64)
94,320,106 19,059,895 (104,449,169)

Pro Forma
Note Combined

$ —
B3 14,254,000

6,767,000
B3 11,382,000
1,930,000

34,333,000
(34,333,000

1,042,000

(33,291,000

328,000

(32,963,000)
7000

$  (32,956,000)

$ (3.69)

B4 8,025,182
$ (3.69)

B4 8,930,832




NOTESTO UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION
1. Description of Transaction and Basis of Presentation
Description of Transaction

On January 3, 2019, C3J entered into an Agreement and Plan of Merger and Reorgani zation with AmpliPhi, subsequently
amended on March 25, 2019 (the “Merger Agreement”). Pursuant to the terms and subject to the conditions set forth in the
Merger Agreement, C3Jwill be merged into a subsidiary of AmpliPhi and will become the surviving entity (the “Merger”).
Concurrent with the Merger, certain C3J investors committed $10.0 million in exchange for shares of AmpliPhi common stock
immediately following the closing of the Merger. The referencesto “the Company” in this Note 1 refer to the combined merged
companies, named Armata Pharmaceuticals, Inc. (the“ Company”), following the Merger.

Upon completion of the Merger, current AmpliPhi stockholderswill own approximately 24% of the fully-diluted combined
Company and current C3J stockholders will own approximately 76% of the fully-diluted combined Company.

On May 9, 2019, prior to the closing of the Merger, AmpliPhi completed a 1-for-14 reverse stock split. All share and per share
amounts have been retrospectively adjusted for disclosure in the unaudited pro forma combined financial statements.

Basis of Presentation

The unaudited pro forma combined financial statements were prepared in accordance with theregulations of the SEC
Regulation S-X, and are intended to show how the Merger might have affected the historical financial statements if the Merger
had been completed as of January 1, 2019 for the purposes of the balance sheet and statement of operations for the three months
ended March 31, 2019, and on January 1, 2018 for the purposes of the statement of operations for the year ended December 31,
2018.

Based on the terms of the Merger, C3Jis deemed to be the acquiring company for accounting purposes and the Company has
preliminarily concluded the merger represents a business combination pursuant to Financial Accounting Standards Board
Accounting Standards Codification Topic 805, Business Combinations, or ASC 805. The Company has not completed avaluation
analysis of the fair market value of AmpliPhi’s assetsto be acquired and liabilities to be assumed.

Using the total consideration for the merger, the Company has estimated the all ocations to such assets and liabilities. This
preliminary purchase price allocation has been used to prepare pro forma adjustments in the unaudited pro forma combined
balance sheet. The final purchase price alocation will be determined when the Company has completed the detailed val uations
and necessary calculations. The pro forma adjustments are preliminary and based on management’ s estimates of the fair value of
the assets acquired and liabilities assumed and have been prepared to illustrate the estimated effect of the acquisition. These
estimates are based on the most recently available information. To the extent there are material differences upon completion of the
final purchase price allocation, the assumptions and estimates set forth in the unaudited pro forma combined financial statements
could change significantly.

2. PurchasePrice

The total consideration for the Merger, consummated on May 9, 2019, is as follows (in thousands):

Fair value of AmpliPhi stock outstanding $ 10,490
Estimated fair value of in-the-money warrants 220
Total $ 10,710

Thefair value of AmpliPhi common stock used in determining the purchase price was $0.32 per share which was the market
price of AmpliPhi’s common stock on May 9, 2019, the closing date of the transaction. Under the acquisition method of
accounting, the total purchase priceis allocated to the acquired tangible and intangible assets and assumed liabilities of AmpliPhi
based on their estimated fair values as of the Merger closing date. The excess of the purchase price over the fair value of assets
acquired and liabilities assumed, if any, is allocated to goodwill.




The allocation of total preliminary estimated purchase price to the acquired tangible assets and liabilities assumed of

AmpliPhi based on the estimated fair values as of March 31, 2019 isas follows (in thousands):

Cash and cash equivalents

Fixed assets and prepaid expenses
Intangibl e assets

Goodwill

Operating lease right-of use asset
Deferred tax liahility

Assumed liabilities

Tota

5,535
827
9,776
1,056
286
(2,933)
(3,837)

10,710

Theallocation of the estimated purchase priceis preliminary because the Company has not completed the detailed
valuations, studies, and necessary cal culations as required by ASC 805. The final determination of the purchase price allocationis
anticipated to be based on the fair values of assets, including identifiable intangible assets acquired, and the fair values of
liabilities assumed as of the Merger closing date. The final amounts allocated to assets acquired and liabilities assumed could
differ significantly from the amounts presented in the unaudited pro forma combined financial statements, including differencesin
the amount of capitalized intangible asset recorded as acquired in-process research and devel opment, changesin fair values of

property, plant and equipment, and/or recognition of goodwill.

3. Pro Forma Combined Earnings Per Share

The pro forma combined weighted average share outstanding included in the cal culation of basic and diluted pro forma
combined earnings (loss) per share for the periods ended March 31, 2019 and December 31, 2018 and March 31, 2019 consist of
the following and takesinto consideration the 1-for-14 reverse stock split effected on the closing date of the Merger:

Three months ended
March 31, 2019

Year ended
December 31, 2018

Net Lossper share, basic:

Historical AmpliPhi weighted average shares outstanding, basic 32,390,144 18,980,796
Adjustment for reverse stock split 114 1:14
AmpliPhi adjusted weighted average shares outstanding, basic 2,313,582 1,355,771
Shares issued to C3J 5,578,142 5,578,142
Sharesissued for $10.0 million private placement financing 1,991,269 1,991,269
Total newly issued shares 7,569,411 7,569,411
Total weighted average shares outstanding, basic 9,882,993 8,925,182
Pro forma combined net |oss (8,394,000) (32,963,000)
Net loss per share, basic $ (0.85) (3.69)




Three months ended Year ended

March 31, 2019 December 31, 2018
Net Loss per share, diluted:
Historical AmpliPhi weighted average shares outstanding, diluted 32,390,144 19,059,895
Adjustment for reverse stock split 114 114
AmpliPhi adjusted weighted average shares outstanding, diluted 2,313,582 1,361,421
Shares issued to C3J 5,578,142 5,578,142
Shares issued for $10.0 million private placement financing 1,991,269 1,991,269
Total newly issued shares 7,569,411 7,569,411
Total weighted average shares outstanding, diluted 9,882,993 8,930,832
Pro forma combined net |oss (8,394,000) (32,963,000)
Net loss per share, diluted $ (085 $ (3.69

4. Pro Forma Adjustments

The unaudited pro forma combined financial statements include pro forma adjustmentsto give effect to certain significant
transactions as adirect result of the Merger and acquisition of AmpliPhi by C3Jfor accounting purposes.

The pro forma adjustments reflecting the completion of the Merger are based upon the preliminary accounting analysis
conclusion that the Merger should be accounted for under the acquisition method of accounting and upon the assumptions set
forth below.

The unaudited pro forma combined financial statements reflect the effect of the 1-for-14 reverse stock split.
The pro forma adjustments are as follows:
A1l: Toreflect the elimination of AmpliPhi’s historical stockholders' equity balances, including accumul ated deficit.

A2: To adjust common stock to reflect $0.01 par value for total shares outstanding upon consummation of the Merger, with
offset to Additional Paid-in Capital.

A3: Toreflect $10.0 million in proceeds from the sale of combined company common stock in a private placement financing
transaction completed immediately after the closing of the Merger.

A4: Toreflect the preliminary estimated fair value adjustment to intangibl e assets acquired in the Merger, including the
recognition of goodwill.

A5: To eliminate AmpliPhi’ s deferred tax liability related to intangible assets from business combination transactions prior to
this merger and record deferred tax liability related to the intangible assets based on its fair value (assumes a 30% tax rate applied
to intangible assets acquired).

AG6: Toreflect vendor payments for strategic advisor, legal, accounting and other direct costs related to the Merger, and
related extinguishment and cash payment for liability classified warrants upon closing of the Merger, a portion of which are
recorded as liabilitiesin AmpliPhi’s or C3J sfinancial statements as of March 31, 2019.

AT: To accrue for severance costs directly related to the Merger that were not yet recognized in AmpliPhi’s or C3J sfinancial
statements as of March 31, 2019.

A8: Torecord areduction to the value of the deferred asset acquisition consideration, pursuant to the SGI asset acquisition
amended purchase price provisions discussed in Note 12, Asset Acquisition, in the footnotes to the audited C3J financial
statements for the year ended December 31, 2018.

A9: To record the extinguishment of the Asset acquisition derivative liability, pursuant to the SGI asset acquisition amended
purchase price provisions discussed in Note 12, Asset Acquisition, in the footnotes to the audited C3Jfinancial statementsfor
the year ended December 31, 2018.




B1: To recognize compensation expense related to certain C3J srestricted stock awards that will begin vesting upon the
closing of the Merger for the three months ended March 31, 2019.

B2: To adjust basic and diluted weighted average shares outstanding as of March 31, 2019 to reflect (i) the AmpliPhi 1-for-14
reverse stock split, (ii) C3J merger exchange ratio, (iii) sharesissued to Synthetic Genomics Corporation, and (iv) sharesissued for
$10 million financing upon merger consummetion.

B3: To recognize compensation expense related to certain C3J srestricted stock awards that will begin vesting upon the
closing of the Merger for the twelve months ended March 31, 2019.

B4: To recognize compensation expense related to certain C3J srestricted stock awards that will begin vesting upon the
closing of the Merger for the twelve months ended March 31, 2019.
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Armata Pharmaceuticals, Inc.
Consolidated Balance Sheets
December 31,

June 30, 2019 2018
(Unaudited)

Assets
Current assets

Cash and cash equivalents $ 13,192,000 $ 9,663,000

Prepaid expenses and other current assets 1,010,000 697,000
Total current assets 14,202,000 10,360,000
Restricted cash 700,000 800,000
Property and equipment, net 3,432,000 3,249,000
Operating lease right-of-use asset 2,700,000 —
In-process research and development 10,256,000 —
Goodwill 3,490,000 —
Other assets 136,000 136,000
Total assets $ 34916000 $ 14,545,000
Liabilities and stockholders’ equity
Current liabilities

Accounts payable and accrued liabilities $ 1,768,000 $ 536,000

Accrued compensation 1,833,000 191,000

Deferred rent — 335,000

Current portion of operating lease liabilities 1,264,000 —

Deferred asset acquisition consideration 769,000 970,000
Total current liabilities 5,634,000 2,032,000
Deferred rent, net of current portion — 810,000
Operating lease liabilities, net of current portion 2,413,000 —
Deferred asset acquisition consideration, net of current portion 1,162,000 2,892,000
Asset acquisition derivative liability — 1,117,000
Deferred tax liability 3,077,000 —
Total liabilities 12,286,000 6,851,000
Stockholders’ equity

Common stock, $0.01 par value; 217,000,000 shares authorized; 9,958,546 and

5,069,633 issued and outstanding at June 30, 2019 and December 31, 2018,

respectively. 99,000 51,000

Additional paid-in capital 168,509,000 145,685,000

Accumulated deficit (145,978,000) (138,042,000)
Total stockholders’ equity 22,630,000 7,694,000
Total liabilities and stockholders’ equity $ 34916000 $ 14,545,000

See accompanying condensed notes to consolidated financial statements.
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Armata Pharmaceuticals, Inc.
Consolidated Statements of Operations and Comprehensive Loss
Three Months Ended

Revenue
Operating expenses

Research and development

Acquired in-process research and

development

General and administrative
Total operating expenses
Loss from operations
Other income (expense)

Interest income

Interest expense

Other income (expense)

Change in fair value of derivative liabilities
Total other income (expense), net
Loss before income taxes

Income tax benefit
Net loss
Unrealized gain on investments
Comprehensive loss
Per share information:

Net loss per share, basic

Weighted average shares outstanding, basic
Net loss per share, diluted

Weighted average shares outstanding,
diluted

Six Months Ended

June 30, June 30,
2019 2018 2019 2018
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
$ — — 3 = B —
3,076,000 2,286,000 5,137,000 4,473,000
— — — 6,767,000
2,082,000 557,000 3,462,000 1,196,000
5,158,000 2,843,000 8,599,000 12,436,000
(5,158,000) (2,843,000) (8,599,000) (12,436,000)
28,000 58,000 76,000 110,000
(230,000) (281,000) (536,000) (369,000)
4,000 — 4,000 —
1,157,000 (101,000) 1,117,000 (135,000)
959,000 (324,000) 661,000 (394,000)
(4,199,000) (3,167,000) (7,938,000) (12,830,000)
$ (41990000 $ (3,167,0000 $ (79380000 $ (12,830,000)
— 7,000 — 7,000
$ (41990000 $ (3,160,000 $ (7.938000) $ (12,823,000)
$ 0.56) $ 0.68) $ (130) § (2.76)
7,505,097 4,652,777 6,086,816 4,652,777
$ 0.69) $ 0.68) $ (138) § (2.76)
7,720,977 4,652,777 6,452,413 4,652,777

See accompanying condensed notes to consolidated financial statements.
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Armata Pharmaceuticals, Inc.
Consolidated Statements of Stockholders’ Equity
Three Months Ended June 30, 2018 and 2019

Stockholders’ Equity

Common Stock

Additional Other Total
Paid-in Accumulated Comprehensive Stockholders’
Shares Amount Capital Deficit Income/(Loss) Equity

Balances, March 31, 2018 5,082,177 $ 51,000 $145,665,000 $(131,003,000) $ (7,000) $14,706,000
Grant of restricted stock awards — —
Forfeiture of restricted stock awards (13,630) —
Stock-based compensation 13,000 13,000
Net loss (3,167,000) (3,167,000)
Unrealized gain on available-for-sale
securities 7,000 7,000
Balances, June 30, 2018 5,068,547 $ 51,000 $145,678,000 $(134,170,000) $ — $11,559,000
Balances, March 31, 2019 5,069,633 $ 51,000 $145,685,000 $(141,781,000) $ — $ 3,955,000
Forfeiture of restricted stock awards (8,467) —
Issuance of common stock and
conversion of deferred consideration
for asset acquisition 516,976 5,000 1,457,000 1,462,000
Issuance of common stock in
connection with reverse merger 2,389,135 23,000 10,687,000 2,000 10,712,000
Sale of common stock, net of
issuance costs 1,991,269 20,000 9,955,000 9,975,000
Stock-based compensation 725,000 725,000
Net loss (4,199,000) (4,199,000)
Balances, June 30, 2019 9,958,546 $ 99,000 $168,509,000 $(145,978,000) $ — $22,630,000

See accompanying condensed notes to consolidated financial statements.
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Balances, December 31, 2017
Grant of restricted stock awards
Forfeiture of restricted stock awards
Stock-based compensation

Net loss

Unrealized gain on available-for-sale
securities

Balances, June 30, 2018

Balances, December 31, 2018
Forfeiture of restricted stock awards
Issuance of common stock and
conversion of deferred
consideration for asset acquisition
Issuance of common stock in
connection with reverse merger
Sale of common stock, net of
issuance costs

Stock-based compensation

Net loss

Balances, June 30, 2019

Armata Pharmaceuticals, Inc.
Consolidated Statements of Stockholders’ Equity
Six Months Ended June 30, 2018 and 2019

Stockholders’ Equity

Common Stock

Additional Other Total
Paid-in Accumulated Comprehensive  Stockholders’

Shares Amount Capital Deficit Income/(Loss) Equity
5,073,669 § 51,000 $145,639,000 $(121,340,000) $  (7,000) $ 24,343,000
12,331 —
(17,453) —
39,000 39,000
(12,830,000) (12,830,000)
7,000 7,000
5,068,547 $ 51,000 $145,678,000 $(134,170,000) $ — § 11,559,000
5,069,633 $ 51,000 $145,685,000 $(138,042,000) $ — § 7,694,000
(8,467) —
516,976 5,000 1,457,000 1,462,000
2,389,135 23,000 10,687,000 2,000 10,712,000
1,991,269 20,000 9,955,000 9,975,000
725,000 725,000
(7,938,000) (7,938,000)
9,958,546 § 99,000 $168,509,000 $(145,978,000) $ — §$ 22,630,000

See accompanying condensed notes to consolidated financial statements.
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Armata Pharmaceuticals, Inc.
Consolidated Statements of Cash Flows
Six Months Ended June 30,

2019 2018
(Unaudited) (Unaudited)
Operating activities:
Net loss $ (7,938,000) $ (12,830,000)
Adjustments required to reconcile net loss to net cash used in operating activities:
Acquired in-process research and development — 5,691,000
Depreciation 683,000 802,000
Stock-based compensation 725,000 39,000
Non-cash interest expense 536,000 369,000
Change in fair value of derivative liability (1,117,000) 135,000
Amortization of premiums of available-for-sale securities — 33,000
Loss on sale of property and equipment — 145,000
Changes in operating assets and liabilities:
Accounts payable and accrued expenses (599,000) (133,000)
Accrued compensation (351,000) 392,000
Deferred rent (168,000) (144,000)
Prepaid expenses and other current assets (57,000) 89,000
Net cash used in operating activities (8,286,000) (5,412,000)
Investing activities:
Purchases of available-for-sale securities — (3,392,000)
Proceeds from sales and maturities of available-for-sale securities — 13,016,000
Purchases of property and equipment (268,000) (329,000)
Proceeds from sale of property and equipment — 65,000
Cash acquired in reverse merger transaction 3,008,000 —
Net cash provided by investing activities 2,740,000 9,360,000
Financing activities:
Payment of deferred consideration for asset acquisition (1,000,000) —
Proceeds from sale of common stock, net of offering costs 9,975,000 —
Net cash provided by financing activities 8,975,000 —
Net increase in cash, cash equivalents and restricted cash 3,429,000 3,948,000
Cash, cash equivalents and restricted cash, beginning of period 10,463,000 12,276,000
Cash, cash equivalents and restricted cash, end of period $ 13,892,000 $ 16,224,000
Supplemental schedule of non-cash financing activities:
Issuance of common stock in reverse merger transaction $ 10,710,000 $ —
Conversion of deferred asset acquisition consideration upon reverse merger $ 1462000 $ —
Property and equipment included in accounts payable $ 113,000 § —

The following table provides a reconciliation of cash, cash equivalents, and restricted cash reported within the
consolidated balance sheets that sum to the total of the same amounts shown in the consolidated statement of cash
flows:

Six months ended June 30,

2019 2018
Cash and cash equivalents $ 13,192,000 $ 15,424,000
Restricted cash 700,000 800,000
Cash, cash equivalents and restricted cash $ 13,892,000 $ 16,224,000

See accompanying condensed notes to consolidated financial statements.
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Armata Pharmaceuticals, Inc.
Condensed Notes to Consolidated Financial Statements
(Unaudited)

1. Organization and Description of the Business

Armata Pharmaceuticals, Inc. (“Armata”, and together with its subsidiaries referred to herein as, the “Company”)
is a clinical-stage biotechnology company focused on the discovery and development of precisely targeted
bacteriophage therapeutics for the treatment of antibiotic-resistant infections using its proprietary bacteriophage-
based technology. The Company was created as a result of a business combination between C3J Therapeutics, Inc.
(“C3J”) and AmpliPhi Biosciences Corporation (“AmpliPhi”) that closed on May 9, 2019, where Ceres Merger Sub,
Inc., a wholly-owned subsidiary of AmpliPhi, merged with and into C3J (the "Merger”), with C3J surviving the
Merger as a wholly-owned subsidiary of AmpliPhi. In the Merger, each share of C3J common stock outstanding
immediately prior to the Merger was converted into the right to receive approximately .6906 shares of AmpliPhi
common stock. The shares were then adjusted further to account for a reverse split of AmpliPhi common stock at a
reverse split ratio of 1-for-14. All share and per share amounts have been retrospectively adjusted to give effect to
the exchange of C3J common stock and the reverse split of AmpliPhi common stock.

Immediately prior to the closing of the Merger, AmpliPhi changed its name to Armata Pharmaceuticals, Inc.
Armata’s common stock is traded on the NYSE American exchange under the ticker symbol “ARMP.”

Immediately following the Merger, certain existing C3J sharecholders purchased $10.0 million in Armata common
stock. After the Merger and such concurrent private placement, the former C3J security holders owned approximately
76% of the aggregate number of shares of Armata’s common stock and the security holders of AmpliPhi as of
immediately prior to the Merger owned approximately 24% of the aggregate number of shares of Armata’s common
stock. In addition, upon closing of the Merger, five of the seven members of the board of directors were appointed
by C3J.

In connection with the Merger, C3J was considered the accounting acquirer of AmpliPhi because C3J’s
shareholders retained a majority control of ownership of the Company subsequent to the Merger. In addition, the
seven-member board of directors of the combined company include five members established by C3J. Therefore, the
historical financial statements presented herein prior to the closing of the Merger are the historical financial
statements of C3J.

C3J’s predecessor, C3 Jian, Inc., was incorporated under the laws of the State of California on November 4, 2005.
On February 26, 2016, as part of a reorganization transaction, C3 Jian, Inc. merged with a wholly owned subsidiary of
C3J, and as part of this process, C3 Jian, Inc. was converted to a limited liability company organized under the laws of
the State of California named C3 Jian, LLC. Prior to the Merger, C3J was privately held and was financed principally
through a series of equity financings.

2. Liquidity

The Company has prepared its consolidated financial statements on a going concern basis, which assumes that
the Company will realize its assets and satisfy its liabilities in the normal course of business. However, the Company
has incurred net losses since its inception and has negative operating cash flows. These circumstances raise
substantial doubt about the Company’s ability to continue as a going concern. The accompanying financial
statements do not include any adjustments to reflect the possible future effects on the recoverability and
classification of assets or the amounts and classifications of liabilities that may result from the outcome of the
uncertainty concerning the Company’s ability to continue as a going concern.

As of June 30, 2019, the Company had cash and cash equivalents of $13.2 million. Considering the Company’s
current cash resources, management believes the Company’s existing resources will be sufficient to fund the
Company’s planned operations through the first quarter of 2020. For the foreseeable future, the Company’s ability to
continue its operations is dependent upon its ability to obtain additional capital.
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3. Significant Accounting Policies
Basis of Presentation

The consolidated financial statements include the accounts of Armata and its wholly-owned subsidiaries. All
significant intercompany accounts and transactions have been eliminated. The accompanying unaudited
consolidated financial statements of the Company should be read in conjunction with the audited financial
statements and accompanying notes thereto as of and for the year ended December 31, 2018 included in the Proxy
Statement on Schedule 14A of AmpliPhi, filed with the U.S. Securities and Exchange Commission on April 4, 2019, as
amended. The accompanying unaudited financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America (“U.S. GAAP”) for interim financial statements. Any
reference in the Notes to applicable guidance is meant to refer to authoritative U.S. GAAP as found in the
Accounting Standards Codification (“ASC”) and Accounting Standards Update (“ASU”) of the Financial
Accounting Standards Board (“FASB”).

In the opinion of management, the accompanying consolidated financial statements include all adjustments that
are of a normal and recurring nature and that are necessary for the fair presentation of the Company’s financial
position and the results of its operations and cash flows for the periods presented. Interim results are not necessarily
indicative of results for the full year or any future period.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect the
amounts reported in its consolidated financial statements and accompanying notes. On an ongoing basis,
management evaluates these estimates and judgments, which are based on historical and anticipated results and
trends, and on various other assumptions that management believes to be reasonable under the circumstances. By
their nature, estimates are subject to an inherent degree of uncertainty and, as such, actual results may differ from
management’s estimates.

Fair Value of Financial Instruments

The carrying amounts of cash equivalents, other current assets, accounts payable, and accrued liabilities
approximate fair value because of the short-term nature of these instruments.

In-Process Research and Development (“IPR&D”) and Acquired IPR&D

IPR&D assets are intangible assets with indefinite lives and are not subject to amortization. The Company’s
IPR&D assets represent capitalized incomplete research projects that the Company acquired through the Merger.
Such assets are initially measured at their acquisition-date fair values and are subject to impairment testing at least
annually until completion or abandonment of research and development efforts associated with the projects. Upon
successful completion of each project, the Company makes a determination as to the then remaining useful life of the
intangible asset and begins amortization.

The Company expenses acquired IPR&D in connection with an asset acquisition when there is no alterative
future use. Acquired IPR&D expense of $6.8 million consists of the estimated fair value of the assets acquired and
consideration given in connection with the acquisition of certain synthetic phage assets in 2018 from Synthetic
Genomics, Inc. (“SGI”). As the assets acquired were in the research and development phase and were determined to
not have any alternative future use, it was expensed as acquired IPR&D.

Goodwill

Goodwill, which has an indefinite useful life, represents the excess of purchase consideration over fair value of
net assets acquired. The Company’s goodwill as of June 30, 2019 is associated with AmpliPhi’s business prior to the
Merger. Goodwill is not subject to amortization and is required to be tested for impairment at least on an annual basis.
The Company tests goodwill for impairment as of December 31 of each year. The Company determines whether




Table of Contents

goodwill may be impaired by comparing the carrying value of the single reporting unit, including goodwill, to the fair
value of the reporting unit. If the fair value is less than the carrying amount, a more detailed analysis is performed to
determine whether goodwill is impaired. The impairment loss, if any, is measured as the excess of the carrying value
of the goodwill over the implied fair value of the goodwill and is recorded in the Company’s consolidated statements
of operations.

Derivative Liabilities

Derivative liabilities are accounted for in accordance with the applicable accounting guidance provided in ASC
815 — Derivatives and Hedging based on the specific terms of the agreements. Derivative liabilities are recorded at
fair value at each reporting period with any change in fair value recognized as a component of change in fair value of
asset acquisition derivative liability in the consolidated statements of operations and comprehensive loss. The
Company has a zero derivative liability balance at June 30, 2019 as the liability of $1.1 million at December 31, 2018
was settled upon the Merger.

Net Loss per Share

Net earnings or loss per share (“EPS”) is calculated in accordance with the applicable accounting guidance
provided in ASC 260, Earnings per Share. Basic EPS is calculated by dividing net income or loss by the weighted-
average number of common shares outstanding. Options, warrants, unvested share-based payment awards and
convertible securities are excluded from the basic EPS calculation, and considered within the diluted EPS calculation.
Diluted EPS as of June 30, 2019 included a numerator adjustment to remove the gain related to the change in fair
value of derivative liabilities of $1.2 million and $1.1 million for the three and six months ended June 30, 2019,
respectively. Additionally, diluted EPS for the three and six month periods ended June 30, 2019 included an
adjustment to the weighted-average shares outstanding to appropriately weight the 516,976 issuance of shares to
SGI as discussed in Note 10.

Three Months Ended Six Months Ended

June 30, June 30,
2019 2018 2019 2018
Options 1,346,516 153,306 1,346,516 153,306
Restricted stock awards 408,389 415,770 408,389 415,770
Warrants 1,854,262 — 1,854,262 —
Total 3,609,167 569,076 3,609,167 569,076

Research and Development Expenses

Research and development (“R&D”) costs consist primarily of direct and allocated salaries, incentive
compensation, stock-based compensation and other personnel-related costs, facility costs, and third-party services.
Third party services include studies and clinical trials conducted by clinical research organizations. R&D activities
are expensed as incurred. The Company records accruals for estimated ongoing clinical trial expenses. When
evaluating the adequacy of the accrued liabilities, the Company analyzes progress of the studies, including the
phase or completion of events, invoices received and contracted costs. Judgments and estimates are made in
determining the accrued balances at the end of the reporting period.

Recent Accounting Pronouncements Not Yet Adopted

In November 2018, FASB issued ASU 2018-18, Clarifying the Interaction between Topic 808 and Topic 606.
The objective of the standard is to clarify the interaction between Topic 808, Collaborative Arrangements, and Topic
606, Revenue from Contracts with Customers. Currently, Topic 808 does not provide comprehensive recognition or
measurement guidance for collaborative arrangements, and the accounting for those arrangements is often based on
an analogy to other accounting literature or an accounting policy election. Similarly, aspects of Topic 606 have
resulted in uncertainty in practice about the effect of the revenue standard on the accounting for collaborative
arrangements. The standard will become effective beginning on January 1, 2020, with early adoption permitted. We
are currently evaluating
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the guidance to determine the potential impact on our financial condition, results of operations, cash flows, and
financial statement disclosures.

Recently Adopted Accounting Standards

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which amends the FASB Accounting
Standards Codification and creates Topic 842, "Leases." The new topic supersedes Topic 840, "Leases," and
increases transparency and comparability among organizations by recognizing lease assets and lease liabilities on
the balance sheet and requires disclosures of key information about leasing arrangements. The Company has elected
to adopt ASU 2016-02 retrospectively at January 1, 2019 using a simplified transition option that allows companies to
initially apply the new lease standard at the adoption date and recognize a cumulative-effect adjustment to the
opening balance of retained earnings or accumulated deficit. We have also elected to adopt the package of practical
expedients permitted in ASC Topic 842. Accordingly, we are continuing to account for our existing operating lease as
an operating lease under the new guidance, without reassessing whether the agreements contain a lease under ASC
842. All of our leases at the adoption date were operating leases for facilities and did not include any non-lease
components.

As a result of the adoption of ASU 2016-02, on January 1, 2019 we recognized (i) a lease liability of approximately
$3.8 million, which represents the present value of our remaining lease payments using an estimated incremental
borrowing rate of 15%, and (ii) a right-of-use asset of approximately $2.7 million. There was no cumulative-effect
adjustment to accumulated deficit. Lease expense is not expected to change materially as a result of the adoption of
ASU 2016-02.

In June 2018, the FASB issued ASU No. 2018-07, Compensation - Stock Compensation (Topic 718):
Improvements to Nonemployee Share-Based Payment Accounting, which amends the FASB Accounting Standards
Codification in order to simplify the accounting for share-based payments granted to nonemployees for goods and
services. Under the ASU, most of the guidance on such payments to nonemployees will be aligned with the
requirements for share-based payments granted to employees. The guidance mandates the modified retrospective
approach and is effective for annual and interim reporting periods beginning after December 31, 2018, with early
adoption permitted. The Company elected to early adopt this ASU as of June 30, 2018 and the adoption did not have
an impact on the Company’s consolidated financial statements.

4. Fair Value Measurements

The guidance regarding fair value measurements prioritizes the inputs used in measuring fair value and
establishes a three-tier value hierarchy that distinguishes among the following:

e Level 1—Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities
that the Company has the ability to access.

e Level 2—Valuations based on quoted prices for similar assets or liabilities in active markets, quoted prices
for identical or similar assets or liabilities in markets that are not active and models for which all significant
inputs are observable, either directly or indirectly.

e Level 3—Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

The Company estimates the fair values of derivative liabilities utilizing Level 3 inputs. No derivative liabilities

have been transferred between the classification levels. Estimating the fair values of derivative liabilities requires the
use of

11
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significant and subjective inputs that may, and are likely to, change over the duration of the instrument with related
changes in internal and external market factors.

The recurring fair value measurements of the Company’s liabilities at June 30, 2019 and December 31, 2018
consisted of the following:

Quoted
Prices in
Active Significant
Markets Other Significant
Observable
for Identical Inputs Unobservable
Items (Level Inputs (Level
1) (Level 2) 3) Total
June 30, 2019
Assets
Money market funds $ 3,166,000 $ — 3 — $ 3,166,000
Total assets $ 3,166,000 $ — — $ 3,166,000
December 31, 2018
Assets
Money market funds $ 9430,000 $ — 3 — $ 9,430,000
Total assets $ 9430,000 $ — 3 — $ 9,430,000
Liabilities
Asset acquisition derivative liability $ — § — $ 1,117,000 $ 1,117,000
Total liabilities $ — — § 1,117,000 $ 1,117,000
The following table sets forth a summary of changes in the fair value of the Company’s liabilities:
Asset
Acquisition
Derivative
__Liability

Balance, December 31, 2018 $ 1,117,000
Changes in estimated fair value (1,117,000)

Balance, June 30, 2019 $ —

We estimated the fair value of this derivative by forecasting the timing and likelihood of the events occurring
and discounting the probability adjusted payments using an appropriate discount based on market interest rates and
our own non-performance risk as required by ASC 820 — Fair Value Measurement. There is no longer a potential
payment requirement associated with the derivative liability subsequent to the Merger. Accordingly, the fair value of
the derivative liability was reduced to zero with the associated change recorded in other income.

5. The Merger

On May 9, 2019, the Company completed the Merger (see Note 1). On the date of the Merger, AmpliPhi had, and
the Company currently has, IPR&D related to the development of AP-SAO1 (formerly known as AB-SAO1 prior to the
Merger), a phage combination for the treatment of Staphylococcus aureus infections, and had tested such product in
patients through single-patient expanded access guidelines established by U.S. and Australian regulatory agencies.
Further, AmpliPhi had, and the Company currently has, a workforce that is considered to have the necessary skills,
knowledge, and experience to perform a process, that when applied to IPR&D is critical to the ability to convert it
into outputs. Based on this evaluation, the Company determined that the Merger should be accounted for as a
business combination pursuant to Financial Accounting Standards Board Accounting Standards Codification Topic
805, Business Combinations (“ASC 805”).

In connection with the Merger, the Company allocated the total purchase consideration of $10.7 million in stock

to the net assets and liabilities acquired, including identifiable intangible assets and related deferred tax liability,
based on

12
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their respective fair values at the acquisition date. The Company recognizes deferred tax liabilities for indefinite-lived
intangible assets in accordance with ASC 740, Income Taxes.

The following table summarizes the preliminary allocation of the purchase price to the fair value of the respective
assets and liabilities acquired (in thousands). The purchase price allocations were prepared on a preliminary basis
and are subject to change as additional information becomes available concerning the fair value and tax basis of the
assets acquired and liabilities assumed. Any measurement period adjustments to the purchase price allocation will be
made as soon as practicable but no later than one year from the date of acquisition.

Cash and cash equivalents $ 3,008,000
Prepaid expenses 257,000
Property and equipment 708,000
Right of use asset 271,000
In-process research and development (1) 10,256,000
Total assets 14,500,000
Accounts payable (4,004,000)
Other long term liabilities (199,000)
Deferred tax liability (3,077,000)
Net assets acquired 7,220,000
Purchase price 10,710,000
Goodwill (2) $ 3,490,000

(1) IPR&D relates to AP-SA01, a bacteriophage product candidate for the treatment of Staphylococcus aureus
infections in patients with bacteremia. The valuation of this asset was prepared by an independent third party based
on estimated discounted cash flows based on probability-weighted future development expenditures and revenue
streams provided by the Company’s management.

(2) Goodwill represents the excess of the purchase price over the valuation of the fair value of tangible and identified
intangible assets, less liabilities, acquired.

In addition, the Company incurred and expensed costs directly related to the Merger totaling approximately $1.1
million, of which approximately $0.5 and $1.1 million was incurred in the three and six months ended June 30, 2019,
and is included in general and administrative expenses in the consolidated statement of operations and
comprehensive loss.

Since the closing date of the Merger, the results of AmpliPhi’s operations have been included in the Company’s
consolidated financial statements. Selected amounts related to AmpliPhi’s business included in the Company’s
consolidated statements of operations for the three months ended June 30, 2019, are as follows:

Research and development expenses $ 749,000
General and administrative expenses $ 730,000
Net loss $ (1,475,000)

The unaudited pro forma information in the table below summarizes the combined results of operations of
AmpliPhi with those of the Company as though these entities were combined as of January 1, 2018. The results of
operations for the three and six months ended June 30, 2019, are based on the unaudited financial statements
prepared for the three and six months ended June 30, 2019, and for the year ended December 31, 2018, are based on
the Company’s audited financial statements. This unaudited pro forma information is summarized as follows:

Three Months Ended June 30, Six Months Ended June 30,
2019 2018 2019 2018
Revenue $ - $ = $ = $ -
Net loss $  (5,976,000) $  (5,885,000) $ (13,413,0000 $ (18,354,000)
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The pro forma financial information as presented above is for informational purposes only and is not indicative
of the consolidated results of operations of future periods or the results of operations that would have been
achieved had the acquisition had taken place on January 1, 2018.

6. Balance Sheet Details

Property and Equipment

Property and equipment as of June 30, 2019 and December 31, 2018 consisted of the following:
December 31,

June 30, 2019 2018
Laboratory equipment $ 9204000 $ 6,990,000
Furniture and fixtures 627,000 627,000
Office and computer equipment 347,000 260,000
Leasehold improvements 3,513,000 3,266,000
Total 13,691,000 11,143,000
Less: accumulated depreciation (10,259,000) (7,894,000)
Property and equipment, net $ 3432000 $ 3,249,000

Depreciation expense totaled $335,000 and $401,000 for the three month periods ended June 30, 2019 and 2018,
respectively. Depreciation expense totaled $683,000 and $802,000 for the six month periods ended June 30, 2019 and
2018, respectively.

7. Stockholders’ Equity

Warrants

At June 30, 2019, outstanding warrants to purchase shares of common stock are as follows:
Shares Underlying

Outstanding Exercise Expiration
Warrants Price Date
2,980 $ 1,505.00 March 16, 2020
2,246 $ 567.00 March 31, 2021
597,881 $ 21.00 May 10, 2022
1,249,955 $ 5.60 October 16,2023
1,200 $ 1,680.00 None
1,854,262

8. Equity Incentive Plans

Stock Award Plans

The Company maintains a 2016 Equity Incentive Plan (the “2016 Plan”), which provides for the issuance of
incentive share awards in the form of non-qualified and incentive stock options, stock appreciation rights, restricted
stock awards, restricted stock unit awards and performance-based stock awards. The awards may be granted by the
Company’s Board of Directors to its employees, directors and officers and to consultants, agents, advisors and
independent contractors who provide services to the Company or to a subsidiary of the Company. The exercise price
for stock options must not be less than the fair market value of the underlying shares on the date of grant. Stock
options expire no later than ten years from the date of grant and generally vest and typically become exercisable over
a four-year period following the date of grant. Upon the exercise of stock options, the Company issues the resulting
shares from shares reserved for issuance under the 2016 Plan. Under the 2016 Plan, the number of shares authorized
for issuance automatically increases annually beginning January 1, 2017 and through January 1, 2026. The 2016 Plan
was most
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recently amended and restated by the Board of Directors effective as of May 8, 2019 to reflect (i) the name change of
AmpliPhi Biosciences Corporation to “Armata Pharmaceuticals, Inc.”, and (ii) the one-for-fourteen reverse stock
split.

In connection with the Merger, the Company assumed the C3J Jian, Inc. Amended 2006 Stock Option Plan (the
“Assumed 2006 Plan”) and the C3J Therapeutics, Inc. 2016 Stock Plan (the “Assumed 2016 Plan”). These plans
provided for stock option and restricted stock awards (“RSAs”) to C3J employees in years prior to the merger with
AmpliPhi. The number of shares subject to each outstanding stock option and RSA under those assumed plans,
along with the exercise price of stock options, were equitably adjusted pursuant to the terms of the plans to reflect
the impact of the Merger and the one-for-fourteen reverse stock split, in each case in a manner intended to preserved
the then-current intrinsic value of the awards. No additional awards will be made under either plan. The assumed C3J
stock options were substantially vested and expensed as of the merger date. Vesting of the assumed C3J RSAs is
based on the occurrence of a public liquidity event, or a change in control. In the event of a public liquidity event,
service or milestone based vesting schedules begins. Service periods are generally two to four years. In the event of
a change in control, 100% vesting occurs upon the closing of such an event. The merger with AmpliPhi constituted a
public liquidity event and triggered the start of vesting of RSAs.

Stock-based Compensation

The Company estimates the fair value of stock options with performance and service conditions using the Black-
Scholes valuation model. Compensation expense related to stock options granted is measured at the grant date
based on the estimated fair value of the award and is recognized on the accelerated attribution method over the
requisite service period.

The assumptions used in the Black-Scholes model are presented below:

Six Months Ended June 30,

2019 2018
Risk-free interest rate 220t02.21 % - %
Expected volatility 89 t0 90 % - %
Expected term (in years) 5.75 t0 6.25 -
Expected dividend yield 0% -%

The risk-free interest rate is based on the U.S. Treasury yield for a period consistent with the expected term of
the option in effect at the time of the grant. Expected volatility is based on the historical volatility of Armata and peer
companies’ common stock. The expected term represents the period that the Company expects its stock options to be
outstanding. The expected term assumption is estimated using the simplified method set forth in the SEC Staff
Accounting Bulletin 110, which is the mid-point between the option vesting date and the expiration date. For stock
options granted to parties other than employees or directors, the Company elects, on a grant by grant basis, to use
the expected term or the contractual term of the option award. The Company has never declared or paid dividends on
its common stock and has no plans to do so in the foreseeable future. Forfeitures are recognized as a reduction of
stock-based compensation expense as they occur.

The table below summarizes the total stock-based compensation expense included in the Company’s
consolidated statements of operations for the periods presented:

Three Months Ended Six Months Ended June

June 30, 30,
2019 2018 2019 2018
Research and development $ 251,000 $ 2,000 $ 251,000 $ 7,000
General and administrative 473,000 11,000 474,000 32,000
Total stock-based compensation $ 724000 $ 13,000 $ 725000 $ 39,000
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Stock option transactions during the six months ended June 30, 2019 are presented below:
Weighted
Average
Weighted Remaining
Average Contractual Aggregate

Exercise Term Intrinsic
Shares Price (Years) Value

Outstanding at December 31, 2018 136463 § 3631 5.02 —
Assumed in the Merger 52,602 56.60 —
Granted 1,157,825 3.15 996,000
Forfeited/Cancelled (374) 147.35 —
Outstanding at June 30, 2019 1,346,516 $§ 8.6 9.11 $ 996,000
Vested and expected to vest at June 30, 2019 1,346,516 $ 856 9.11 $ 996,000
Exercisable at June 30, 2019 179202 $ 41.92 409 $ —

Restricted stock award transactions under the Assumed 2016 Plan during the six months ended June 30, 2019 are
presented below:
Weighted Avg

Grant Date

Shares Fair Value
Outstanding at December 31, 2018 416,856 $ 29.17
Granted — —
Forfeited/Cancelled (8,467) 25.14
Outstanding at June 30, 2019 408,389 § 29.25

The aggregate intrinsic value of options at June 30, 2019 is based on the Company’s closing stock price on that
date of $4.01 per share. As of June 30, 2019, there was $11.5 million of total unrecognized compensation expense
related to unvested stock options and RSAs, which the Company expects to recognize over the weighted average
remaining period of 2.3 years.

Shares Reserved For Future Issuance

As of June 30, 2019, the Company had reserved shares of its common stock for future issuance as follows:

Shares
Reserved
Stock options outstanding 1,346,516
Employee stock purchase plan 5,462
Available for future grants under the 2016 Plan 4,102
Warrants outstanding 1,854,262
Total shares reserved 3,210,342

9. Commitments and Contingencies

From time to time, the Company may be involved in disputes, including litigation, relating to claims arising out of
operations in the normal course of business. Any of these claims could subject the Company to costly legal
expenses and, while management generally believes that there is adequate insurance to cover many different types of
liabilities, the Company’s insurance carriers may deny coverage or policy limits may be inadequate to fully satisfy
any damage awards or settlements. If this were to happen, the payment of any such awards could have a material
adverse effect on the consolidated results of operations and financial position. Additionally, any such claims,
whether or not successful, could damage the Company’s reputation and business. The Company is currently not a
party to any legal proceedings, the adverse outcome of which, in management’s opinion, individually or in the
aggregate, would have a material adverse effect on our consolidated results of operations or financial position.
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Between April 15 and April 25, 2019, three putative class action lawsuits (captioned Midgarden v. AmpliPhi
Biosciences Corp., et al., No. 19-cv-0684 (S.D. Cal. filed Apr. 15, 2019); Henning v. AmpliPhi Biosciences Corp., et al.,
No. 19-cv-0728 (S.D. Cal. filed Apr. 19, 2019); and Plumley v. AmpliPhi Biosciences Corp., et al., No. 19-cv-0617 (W.D.
Wash. filed Apr. 25, 2019)) were filed in federal court against us and our board of directors related to the Merger. The
lawsuits assert violations of Section 14(a) of the Securities Exchange Act of 1934 and Rule 14a-9 promulgated
thereunder against all defendants, and assert violations of Section 20(a) of the Securities Exchange Act of 1934 as to
the individual defendants. The plaintiffs contend that the Company’s Definitive Proxy Statement on Schedule 14A,
filed on April 4, 2019 (the “April 2019 Proxy Statement”), omitted or misrepresented material information regarding the
Merger. The complaints sought injunctive relief, rescission, or rescissory damages and an award of plaintiffs’ costs,
including attorneys’ fees and expenses. On May 1, 2019, we amended the April 2019 Proxy Statement to provide
additional disclosure to our shareholders. Each of the above cases have since been dismissed.

10. Synthetic Genomics Asset Acquisition

On February 28, 2018, C3J completed an acquisition of certain synthetic phage assets (the “synthetic phage
assets”) from “SGI” for consideration consisting of $8.0 million in cash and $27.0 million in equity. The cash
payments consisted of: $1.0 million paid at closing on February 28, 2018, $1.0 million at one year from closing, $1.0
million at two years from closing, and $5.0 million at three years from closing (the payments due on the one, two,
three year anniversary are collectively the “time-based payment obligation”). The equity payment (the “equity
payment” and, together with the time-based payment obligation, the “deferred purchase price arrangement”) is due
upon the earlier of the initial public offering of shares of C3J’s common stock pursuant to an effective registration
statement under the Securities Act of 1933, as amended, the sale of all or substantially all of C3J’s assets to a third
party, or a consolidation or merger into a third party. The agreement provides that the number of shares to be issued
or the consideration to be paid will be determined based upon the per share price in connection with C3J’s initial
public offering, the value of consideration received in a sale of the synthetic phage assets to a third party, or the
value of consideration received in a consolidation or merger with a third party.

On December 20, 2018, in contemplation of the Merger (see Note 5), the deferred purchase price arrangement
was amended. Under the amended agreement, the purchase consideration consisted of (i) closing consideration of
$1.0 million paid on February 28, 2018, (ii) cash payments of $1.0 million on January 31, 2019, $1.0 million on January
31, 2020, and $2.0 million on January 31, 2021, (iii) an issuance of that number of shares of C3J’s common stock equal
to ten percent of C3J’s fully-diluted capitalization, excluding options and restricted stock awards, immediately prior to
the closing of the Merger, and (iv) potential milestone payments of up to $39.5 million related to the development and
relevant regulatory approval of products utilizing bacteriophage from the synthetic phage assets acquired from SGI
(the “milestone payment obligation”).

In January 2017, FASB issued ASU 2017-01, Clarifying the Definition of a Business. A key provision within
ASU 2017-01 is the single or similar asset threshold. When substantially all of the fair value of the gross assets
acquired is concentrated in a single identifiable asset or group of similar identifiable assets, the acquired set is not a
business. The Company adopted this standard effective January 1, 2017.

The synthetic phage assets acquired consisted primarily of phage know-how, research program materials and
the related intellectual properties that had been under development by SGI. In connection with the SGI transaction,
the Company became a party to a collaboration agreement with Merck, and a grant from National Institutes of Health,
and the National Institute of Allergy and Infectious Diseases.

The Company considered the items included in the acquired synthetic phage assets and concluded that
substantially all of the fair value of the assets acquired and consideration given to SGI constituted the purchase of a
single asset. Based on ASU 2017-01, the acquisition was an asset acquisition, specifically an in process research and
development asset. Under guidance in ASC 730, in process research and development assets acquired in connection
with asset acquisitions are expensed unless there is an alternative future use. As the asset acquired from SGI does
not have an alternative future use, the $6.8 million fair value of the asset and consideration transferred for the asset
acquired was expensed in full in the consolidated statement of operations and comprehensive loss.
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The equity payment was determined to be a derivative liability in accordance with ASC 815, Derivatives and
Hedging and was initially recorded at its fair value of $2.8 million. Throughout 2018 and until May 9, 2019, the
derivative liability was adjusted to its fair value based upon a payment probability assessment and marked-to-market
at the end of each period (see Note 4). The time-based payment obligation was recorded as a liability at its amortized
cost of $2.9 million and impacts interest expense based on the effective interest method based on its contractual life
in accordance with ASC 835, Interest. Following the December 20, 2018 amendment to the deferred purchase price
arrangement, the Company considered the probability of the reduction to the share issuance consideration in
estimating the fair value of the derivative liability.

The Company determined the changes to the deferred purchase price arrangement met the definition of a
troubled debt restructuring under ASC 470-60, Troubled Debt Restructurings by Debtors, as the Company was
experiencing financial difficulties and SGI granted a concession. The amendments to the terms of the equity payment
resulted in an adjustment to the fair value of the derivative liability, resulting in a $2.0 million gain, which is included
in the change in fair values of derivative liabilities within the consolidated statement of operations and
comprehensive loss for the year ended December 31, 2018. Other than the gain resulting from the change in fair value
of a derivative liability required to be remeasured to fair value with changes in fair value recognized in earnings in
accordance with ASC 815, no gain on restructuring was recorded because the future, undiscounted cash flows of the
time-based payment obligation exceed the carrying amount of the liability. The net carrying amount at the date of the
restructuring does not include any contingently payable amounts. Prospectively, the time-based payment
obligations will continue to be carried at amortized cost and will impact interest expense using the effective interest
method based on its contractual life in accordance with ASC 835 and potential payments under the milestone
payment obligation will be accrued once probable of being incurred in accordance with ASC 450, Contingencies. For
the six months periods ended June 30, 2019 and 2018, the Company recognized $536,000 and $369,000, respectively,
of interest expense related to the time-based payment obligations.

In connection with the Merger, the Company converted its equity payment obligation to SGI by issuing 516,976
shares of C3J’s common stock in connection with the amended agreement, after considering the Merger exchange
ratio and reverse stock split in the manner described above. Through May 9, 2019, the derivative liability associated
with the equity payment was updated for its estimated market value. Upon closing of the Merger, the fair value of the
derivative liability was estimated at zero as the equity payment is no longer required to be made in the future. The
change in fair value is reflected in other income.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our unaudited consolidated financial statements and related notes included in this Quarterly Report
on Form 10-Q, our audited financial statements and notes thereto as of and for the year ended December 31, 2018
included in our Definitive Proxy Statement on Schedule 14A, filed on April 4, 2019 (the “April 2019 Proxy Statement”)
with the U.S. Securities and Exchange Commission, as subsequently amended on April 15, 2019 and May 1, 2019, and
our Current Report on Form 8-K, initially filed on May 10, 2019 (as subsequently amended on July 24, 2019, the “May
2019 8-K™).

Our predecessor, C3 Jian, Inc., was incorporated under the laws of the state of California on November 4, 2005.
On February 26, 2016, as part of a reorganization transaction, C3 Jian, Inc. merged with a wholly owned subsidiary of
C3J Therapeutics, Inc. (“C3J”), and as part of this process, C3 Jian, Inc. was converted to a limited liability company
organized under the laws of the State of California named C3 Jian, LLC. On May 9, 2019, C3J completed a reverse
merger with AmpliPhi Biosciences Corporation, a bacteriophage development stage company (‘“AmpliPhi”), where
Ceres Merger Sub, Inc., a wholly-owned subsidiary of AmpliPhi, merged with and into C3J (the ”"Merger”). Following
the completion of the Merger, and a $10.0 million concurrent private placement financing, the former C3J shareholders
owned approximately 76% of our common stock and the former AmpliPhi shareholders owned approximately 24% of
our common stock.

Immediately prior to the Merger, AmpliPhi completed a 1-for-14 reverse stock split and changed its name to
Armata Pharmaceuticals, Inc. Our common stock is traded on the NYSE American exchange under the symbol
“ARMP.” We are headquartered in Marina Del Rey, CA, in a 35,000 square-foot research and development facility
built for product development with capabilities spanning from bench to clinic. In addition to microbiology, synthetic
biology, formulation, chemistry and analytical laboratories, the facility is equipped with two licensed GMP drug
manufacturing suites enabling the production, testing and release of clinical material.

Statements contained in this report that are not statements of historical fact are forward-looking statements
within the meaning of the U.S. Private Securities Litigation Reform Act of 1995. Such forward-looking statements
include, without limitation, statements concerning product development plans, commercialization of our products,
the expected market opportunity for our products, the use of bacteriophages and synthetic phages to kill bacterial
pathogens, having resources sufficient to fund our operations through the first quarter of 2020, future funding
sources, general and administrative expenses, clinical trial and other research and development expenses, costs of
manufacturing, costs relating to our intellectual property, capital expenditures, the expected benefits of our targeted
phage therapies strategy, the potential market for our products, tax credits and carry-forwards, and litigation-related
matters. Words such as “believe,” “anticipate,” “plan,” “expect,” “intend,” “will,” “goal,” “potential” and similar
expressions are intended to identify forward-looking statements, though not all forward-looking statements
necessarily contain these identifying words. These statements are subject to risks and uncertainties. Our actual
results could differ materially from those anticipated in these forward-looking statements as a result of various
factors, including those set forth below under Part II, Item 1A, “Risk Factors” and elsewhere in this Quarterly Report
on Form 10-Q. These forward-looking statements speak only as of the date on which they were made, and we
undertake no obligation to update any forward-looking statements.

LERT3

Overview

We are a clinical-stage biotechnology company focused on the development of precisely targeted bacteriophage
therapeutics for the treatment of antibiotic-resistant infections using our proprietary bacteriophage-based
technology. Bacteriophages or “phages” have a powerful and highly differentiated mechanism of action that permits
them to bind to and kill specific bacteria. We believe that phages represent a promising means to treat bacterial
infections, especially those that have developed resistance to current standard of care therapies, including the so-
called multidrug-resistant or “superbug” strains of bacteria. We are a leading developer of phage therapeutics which
are uniquely positioned to address the growing worldwide threat of antibiotic-resistant bacterial infections.
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We are combining our proprietary approach and expertise in identifying, characterizing and developing both
naturally-occurring and engineered (synthetic) bacteriophages with our proprietary phage-specific GMP
manufacturing capabilities to advance a broad pipeline of high-quality bacteriophage product candidates. We believe
that synthetic phage, engineered using advances in sequencing and synthetic biology techniques, represent a
promising means to treat bacterial infections, especially those that have developed resistance to current antibiotic
therapies, including the multidrug-resistant or “superbug” bacterial pathogens.

Our phage product candidates aim to address areas of significant unmet clinical need, by targeting key
antibiotic-resistant bacteria including those on the World Health Organization’s global priority pathogens list. We
currently have a product candidate (our product candidate known as AP-SAO01, previously referred to as AB-SA01)
in clinical development for the treatment of Staphylococcus aureus (“S. aureus”) infections, including methicillin-
resistant S. aureus. AP-SA01 is produced using our proprietary phage-specific GMP manufacturing capabilities. The
three natural phage that comprise the product candidate were chosen for their ability to cover approximately 95% of
S. aureus clinical isolates, including multidrug-resistant strains. Human exposure obtained from two previously
completed Phase 1 studies, and through the single-patient expanded access program in the United States and in
Australia, indicate that AP-SAO01 is generally well-tolerated. We are also developing and advancing phage product
candidates, both natural and synthetic, for Pseudomonas aeruginosa (“P. aeruginosa”). Our synthetic
Pseudomonas phage program highlights several key attributes of phage engineering that will serve to enhance
clinical and commercial prospects of phage therapy. These attributes include expanded host range, which reduces
the number of phages in a cocktail and facilitates manufacturing, improved potency which is a fundamental drug
property that can translate into improved clinical efficacy, and importantly, biofilm disruption, which is a critical
aspect of serious infections that needs to be addressed.

In partnership with Merck, known as MSD outside of the United States and Canada, we are developing
proprietary synthetic phage candidates to target an undisclosed infectious disease agent.

In addition to our more advanced pipeline programs, we have phage discovery efforts underway to target other
major pathogens of infectious disease (including ESKAPE pathogens) and preventable infectious disease of the
microbiome.

We are committed to conducting formal randomized clinical trials required for the Food and Drug Administration
(“FDA”) approval in order to move toward commercialization of alternatives to traditional antibiotics and provide a
potential method of treating patients suffering from drug-resistant bacterial infections. In support of this, in August
2018 we had a productive pre-IND meeting with the FDA regarding proposed clinical development of AP-SA01 for
the treatment of patients with S. aureus bacteremia, and for the treatment of patients with a hip or knee prosthetic
joint infection due to S. aureus. Based on feedback from the FDA no additional nonclinical data are required to
proceed with the proposed randomized clinical trials. We are advancing the AP-SA01 program with key opinion
leaders to map out the most productive clinical path, and we are actively seeking and intend to continue to seek non-
dilutive financing and/or collaborations to support AP-SAO01 clinical studies. Related to our Pseudomonas phage
product candidates that we are developing for the treatment of respiratory infections including hospitalized
pneumonia and cystic fibrosis, we intend to present our proposed clinical study design in a pre-IND meeting in late
2019.

The following chart summarizes the status of our phage product candidate development programs:

Pathogen Indications Discovery Preclinical Phase 1

Sfaphylococcus aureus Bacteremia AP-SAM
Undisclosed Undisclosed € MERCK
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We have generally incurred net losses since our inception and our operations to date have been primarily limited
to research and development and raising capital. As of June 30, 2019, we had an accumulated deficit of $146.0 million.
We anticipate that a substantial portion of our capital resources and efforts in the foreseeable future will be focused
on completing the development and obtaining regulatory approval of our product candidates.

We currently expect to use our existing cash and cash equivalents for the continued research and development
of our product candidates, including through our targeted phage therapies strategy, and for working capital and
other general corporate purposes. We expect to continue to incur significant and increasing operating losses at least
for the next several years. We do not expect to generate product revenue unless and until we successfully complete
development and obtain marketing approval for at least one of our product candidates.

We may also use a portion of our existing cash and cash equivalents for the potential acquisition of, or
investment in, product candidates, technologies, formulations or companies that complement our business, although
we have no current understandings, commitments or agreements to do so. Our existing cash and cash equivalents
will not be sufficient to enable us to complete all necessary development of any potential product candidates.
Accordingly, we will be required to obtain further funding through one or more other public or private equity
offerings, debt financings, collaboration, strategic financing, grants or government contract awards, licensing
arrangements or other sources. Adequate additional funding may not be available to us on acceptable terms, or at all.
If we are unable to raise capital when needed or on acceptable terms, we may be required to defer, reduce or eliminate
significant planned expenditures, restructure, curtail or eliminate some or all of our development programs or other
operations, dispose of assets, enter into arrangements that may require us to relinquish rights to certain of our
product candidates, technologies or potential markets, file for bankruptcy or cease operations altogether. Any of
these events could have a material adverse effect on our business, financial condition and results of operations and
result in a loss of investment by our stockholders.

Results of Operations

As a result of the Merger, C3J was considered the accounting acquirer of AmpliPhi because C3J’s shareholders
retained a majority control of ownership of the combined company subsequent to the Merger; therefore, the
historical financial statements presented herein prior to the closing of the Merger are the historical financial
statements of C3J.

Comparison of three and six months ended June 30,2019 and 2018
Research and Development

Research and development expenses for the three months ended June 30, 2019 and 2018 were $3.1 million and
$2.3 million, respectively. The increase of $0.8 million was primarily related to a $0.6 million increase in personnel
expenses resulting from the Merger.

Research and development expenses for the six months ended June 30, 2019 and 2018 were $5.1 million and $4.5
million, respectively. The increase of $0.6 million was primarily related to an increase in personnel expenses resulting
from the Merger.

Acquired In-Process Research and Development

Acquired in-process research and development (“IPR&D”) expense of $6.8 million for the six months ended June
30, 2018 consists of the estimated fair value of the assets acquired and consideration given in connection with the
acquisition of the synthetic phage assets. As the assets acquired were in the research and development phase and
were determined to not have any alternative future use, it was expensed as acquired IPR&D. There was no such
expense for the three and six months ended June 30, 2019.
General and Administrative

General and administrative expenses for the three months ended June 30, 2019 and 2018 were $2.1 million and
$0.6 million, respectively. The increase of $1.5 million was primarily due to a $0.7 million increase in professional fees
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(legal, audit and investment banking) associated with the Merger, a $0.6 million increase in personnel and stock
compensation costs, and a $0.1 million increase in insurance costs.

General and administrative expenses for the six months ended June 30, 2019 and 2018 were $3.5 million and $1.2
million, respectively. The increase of $2.3 million was primarily due to a $1.4 million increase in professional fees
(legal, audit and investment banking) associated with the Merger, a $0.6 million increase in personnel and stock
compensation costs, and a $0.1 million increase in insurance costs.

Other Income (Expense)

For the three and six month periods ended June 30, 2019, we recorded a noncash gain of $1.2 million upon the
settlement of the derivative liability as a result of the issuance of equity in connection with the SGI asset acquisition
coinciding with the closing of the Merger. See Note 10 to our consolidated financial statements.

We recorded noncash interest expense of $536,000 and $369,000 for the six months ended June 30, 2019 and
2018, respectively, as a result of interest accretion on the time-based cash payments due in connection with the SGI
asset acquisition. The increase was due to the obligations being outstanding for a longer time period in 2019 as the
obligations began on February 28, 2018. Noncash interest expense for the three month periods ended June 30, 2019
and 2018 was $230,000 and $281,000, respectively. The decrease was due to $1.0 million of the obligations being paid
in January 2019.

Income Taxes

There was no income tax benefit for the three and six months ended June 30, 2019 or for the three and six months
ended June 30, 2018.

Liquidity, Capital Resources and Financial Condition

We have prepared our consolidated financial statements on a going concern basis, which assumes that we will
realize our assets and satisfy our liabilities in the normal course of business. However, we have incurred net losses
since our inception and have negative operating cash flows. These circumstances raise substantial doubt about our
ability to continue as a going concern. The accompanying financial statements do not include any adjustments to
reflect the possible future effects on the recoverability and classification of assets or the amounts and classifications
of liabilities that may result from the outcome of the uncertainty concerning our ability to continue as a going
concern.

As of June 30, 2019, we had unrestricted cash and cash equivalents of $13.2 million. Considering our current
cash resources, management believes our existing resources will be sufficient to fund our planned operations
through the first quarter of 2020. For the foreseeable future, our ability to continue its operations is dependent upon
our ability to obtain additional capital.

Operating activities

Net cash used in operating activities for the six months ended June 30, 2019 was $8.3 million, as compared to $5.4
million for the six months ended June 30, 2018. The increase of $2.9 million was due to a $3.0 million increase in
general, administrative and research and development expenses as described above as well as a $1.2 million decrease
in accounts payable and accrued expenses, offset in part by payments for IPR&D of $1.1 million in 2018.

Investing activities

Net cash provided by investing activities was $2.7 million and $9.4 million for the six months ended June 30, 2019
and 2018, respectively. During the six months ended June 30, 2018, the cash provided was primarily due to a $9.6
million net maturity and sale of investment securities offset in part by $264,000 in net capital equipment purchases.
During the six months ended June 30, 2019, the cash provided was approximately $3.0 million acquired in connection
with the Merger, offset in part by capital equipment purchases of $268,000.
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Financing activities

Net cash provided by financing activities for the six months ended June 30, 2019 was comprised of net cash
proceeds of $10.0 million from a common stock sale coinciding with the Merger, offset in part by a payment of $1.0
million in deferred consideration related to the time-based payment obligation in connection with the SGI asset
acquisition.

Future Capital Requirements

We will need to raise additional capital in the future to continue to fund our operations. Our future funding
requirements will depend on many factors, including:

e the costs and timing of our research and development activities;
e the progress and cost of our clinical trials and other research and development activities;

e manufacturing costs associated with our targeted phage therapies strategy and other research and
development activities;

e the terms and timing of any collaborative, licensing, acquisition or other arrangements that we may
establish;

e whether and when we receive future Australian tax rebates, if any;
e the costs and timing of seeking regulatory approvals;

e the costs of filing, prosecuting and enforcing any patent applications, claims, patents and other intellectual
property rights; and

e the costs of lawsuits involving us or our product candidates.

We may seek to raise capital through a variety of sources, including:

e the public equity market;

e private equity financings;

e collaborative arrangements, government grants or strategic financings;
e licensing arrangements; and

e public or private debt.

Any additional fundraising efforts may divert our management team from their day to day activities, which may
adversely affect our ability to develop and commercialize our product candidates. Our ability to raise additional funds
will depend, in part, on the success of our product development activities, including our targeted phage therapies
strategy and any clinical trials we initiate, regulatory events, our ability to identify and enter into in-licensing or other
strategic arrangements, and other events or conditions that may affect our value or prospects, as well as factors
related to financial, economic and market conditions, many of which are beyond our control. We cannot be certain
that sufficient funds will be available to us when required or on acceptable terms. If we are unable to secure
additional funds on a timely basis or on acceptable terms, we may be required to defer, reduce or eliminate significant
planned expenditures, restructure, curtail or eliminate some or all of our development programs or other operations,
dispose of technology or assets, pursue an acquisition of our company by a third party at a price that may result in a
loss on investment for our stockholders, enter into arrangements that may require us to relinquish rights to certain of
our product candidates,
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technologies or potential markets, file for bankruptcy or cease operations altogether. Any of these events could have
a material adverse effect on our business, financial condition and results of operations. Moreover, if we are unable to
obtain additional funds on a timely basis, there will be substantial doubt about our ability to continue as a going
concern and increased risk of insolvency and loss of investment by our stockholders. To the extent that additional
capital is raised through the sale of equity or convertible debt securities, the issuance of such securities could result
in dilution to our existing stockholders.

Off-Balance Sheet Arrangements
As of June 30, 2019, we did not have off-balance sheet arrangements.
Recent Accounting Pronouncements

Refer to Note 3 of the condensed consolidated notes to the consolidated financial statements contained
elsewhere in this report.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are a smaller reporting company as defined by Rule 12b-2 of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, and are not required to provide the information required under this item.

Item 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

We carried out an evaluation, under the supervision and with the participation of our management, including our
Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure
controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, as of the end of the
period covered by this quarterly report on Form 10Q. In designing and evaluating the disclosure controls and
procedures, management recognized that any controls and procedures, no matter how well designed and operated,
can provide only reasonable and not absolute assurance of achieving the desired control objectives and
management necessarily applies its judgment in evaluating the cost benefit relationship of possible controls and
procedures. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our
disclosure controls and procedures were effective at the reasonable assurance level as of June 30, 2019.

Changes in Internal Control over Financial Reporting

On May 9, 2019, we completed the Merger, and our management is in the process of evaluating any related
changes to our internal control over financial reporting as a result of this transaction. An evaluation was also
performed under the supervision and with the participation of our management, including our Chief Executive Officer
and our Chief Financial Officer, of any change in our internal control over financial reporting that occurred during our
last fiscal quarter and that has materially affected, or is reasonably likely to materially affect, our internal control over
financial reporting. Except for any changes relating to this integration, that evaluation did not identify any change in
our internal control over financial reporting that occurred during our latest fiscal quarter that has materially affected,
or is reasonably likely to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION
Item 1. Legal Proceedings

Between April 15 and April 25, 2019, three putative class action lawsuits (captioned Midgarden v. AmpliPhi
Biosciences Corp., et al., No. 19-cv-0684 (S.D. Cal. filed Apr. 15, 2019); Henning v. AmpliPhi Biosciences Corp., etal.,

No. 19-cv-0728 (S.D. Cal. filed Apr. 19, 2019); and Plumley v. AmpliPhi Biosciences Corp., et al., No. 19-cv-0617 (W.D.
Wash. filed Apr. 25, 2019)) were filed in federal court against us and our board of directors related to the Merger.
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The lawsuits asserted violations of Section 14(a) of the Securities Exchange Act of 1934 and Rule 14a-9 promulgated
thereunder against all defendants, and asserted violations of Section 20(a) of the Securities Exchange Act of 1934 as
to the individual defendants. The plaintiffs contended that the April 2019 Proxy Statement, omitted or misrepresented
material information regarding the Merger. The complaints sought injunctive relief, rescission, or rescissory damages
and an award of plaintiffs’ costs, including attorneys’ fees and expenses. On May 1, 2019, we amended the April 2019
Proxy Statement to provide additional disclosure to our shareholders. Each of the above cases have since been
dismissed.

In addition, from time to time, we are a party to certain litigation that is either judged to be not material or that
arises in the ordinary course of business. We intend to vigorously defend our interests in these matters. We expect
that the resolution of these matters will not have a material adverse effect on our business, financial condition or
results of operations. However, due to the uncertainties inherent in litigation, no assurance can be given as to the
outcome of these proceedings.

Item 1A. Risk Factors

You should consider carefully the following information about the risks described below, together with the
other information contained in this Quarterly Report and in our other public filings, including the April 2019
Proxy Statement and May 2019 8-K, in evaluating our business. If any of the following risks actually occur, our
business, financial condition, results of operations, and future growth prospects would likely be materially and
adversely affected. In these circumstances, the market price of our common stock would likely decline.

Risks Related to Our Financial Condition and Need for Additional Capital

There is substantial doubt about our ability to continue as a going concern, which may affect our ability to
obtain future financing and may require us to curtail our operations. We will need to raise additional capital to
support our operations.

The audited financial statements and accompanying notes thereto as of and for the year ended December 31, 2018
included in the Proxy Statement on Schedule 14A of AmpliPhi filed with the U.S. Securities and Exchange
Commission on April 4, 2019, as amended included disclosures and an opinion from our independent registered
public accounting firm stating that our recurring losses and negative cash flows from operations raise substantial
doubt about our ability to continue as a going concern. Our financial statements as of December 31, 2018 and June
30, 2019 were prepared under the assumption that we will continue as a going concern and do not include any
adjustments that might result from the outcome of this uncertainty. At June 30, 2019, we had cash and cash
equivalents of $13.2 million, and we have had recurring losses from operations and negative operating cash flows
since inception.

We will need to raise additional capital to support our operations and product development activities. In the near
term, we expect to continue to fund our operations, if at all, primarily through equity and debt financings in the future
We may also seek funds through arrangements with collaborators, grant agencies or others that may require us to
relinquish rights to the product candidates that we might otherwise seek to develop or commercialize independently.
If we are unable to secure additional funds when needed or on acceptable terms, we may be required to defer, reduce
or eliminate significant planned expenditures, restructure, curtail or eliminate some or all of our development
programs or other operations, dispose of technology or assets, pursue an acquisition of our company by a third
party at a price that may result in a loss on investment for our stockholders, enter into arrangements that may require
us to relinquish rights to certain of our product candidates, technologies or potential markets, file for bankruptcy or
cease operations altogether. Any of these events could have a material adverse effect on our business, financial
condition and results of operations.

While we believe that our existing resources will be sufficient to fund our planned operations through the first
quarter of 2020, we cannot provide assurances that our estimates are accurate, that our plans will not change or that
changed circumstances will not result in the depletion of our capital resources more rapidly than we currently
anticipate. Developing drugs and conducting clinical trials is expensive. Our future funding requirements will depend
on many factors, including:
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e the costs and timing of our research and development activities;
e the progress and cost of our clinical trials and other research and development activities;

e manufacturing costs associated with our targeted phage therapies strategy and other research and
development activities;

e the terms and timing of any collaborative, licensing, acquisition or other arrangements that we may
establish;

e whether and when we receive future Australian tax rebates, if any;
e the costs and timing of seeking regulatory approvals;

e the costs of filing, prosecuting, defending and enforcing any patent applications, claims, patents and other
intellectual property rights; and

e the costs of lawsuits involving us or our product candidates.

In addition, raising additional capital through the sale of securities could cause significant dilution to our
stockholders. Any additional fundraising efforts may divert our management from their day to day activities, which
may adversely affect our ability to develop and commercialize our product candidates. Our ability to raise additional
funds will depend, in part, on the success of our product development activities, including our targeted phage
therapies strategy and any clinical trials we initiate, regulatory events, our ability to identify and enter into in-
licensing or other strategic arrangements, and other events or conditions that may affect our value or prospects, as
well as factors related to financial, economic and market conditions, many of which are beyond our control. There
can be no assurances that sufficient funds will be available to us when required or on acceptable terms, if at all.

We have incurred losses since our inception and anticipate that we will continue to incur significant losses for the
foreseeable future, and our future profitability is uncertain.

As of June 30, 2019, our accumulated deficit was $146.0 million and we expect to incur losses for the foreseeable
future. We have devoted, and will continue to devote for the foreseeable future, substantially all of our resources to
research and development of our product candidates. For the years ended December 31, 2018 and 2017, we had
losses from operations of $17.7 million and $15.5 million, respectively. Additional information regarding our results of
operations may be found in our consolidated financial statements and in “Management’s Discussion and Analysis
of Financial Condition and Results of Operations” included in Item 2 in this report.

Clinical trials and activities associated with discovery research are costly. We do not expect to generate any
revenue from the commercial sales of our product candidates in the near term, and we expect to continue to have
significant losses for the foreseeable future.

Our ability to generate meaningful revenue and achieve profitability depends on successfully completing the
development of, and obtaining the regulatory approvals necessary to, commercialize our product candidates. If any
of our product candidates fail in clinical trials or if any of our product candidates do not gain regulatory approval, or
if any of our product candidates, if approved, fail to achieve market acceptance, we may never become profitable.
Even if we achieve profitability in the future, we may not be able to sustain profitability in subsequent periods. Our
ability to generate future revenues from product sales depends heavily on our success in:

e completing research and preclinical and clinical development of our product candidates;

e seeking and obtaining regulatory and marketing approvals for product candidates for which we complete
clinical trials;
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e developing a sustainable, scalable, reproducible, and transferable manufacturing process for our product
candidates;

e launching and commercializing product candidates for which we obtain regulatory and marketing approval,
either by establishing a sales force, marketing and distribution infrastructure, or by collaborating with a
partner;

e obtaining market acceptance of any approved products;

e addressing any competing technological and market developments;

e implementing additional internal systems and infrastructure, as needed;

e identifying and validating new product candidates;

e negotiating favorable terms in any collaboration, licensing or other arrangements into which we may enter;

e maintaining, protecting and expanding our portfolio of intellectual property rights, including patents, trade
secrets and know-how; and

e attracting, hiring and retaining qualified personnel.

Even if one or more of the product candidates that we develop is approved for commercial sale, we anticipate
incurring significant costs associated with commercializing any approved product. Our expenses could increase
beyond expectations if we are required by the FDA, the European Medicines Agency (“EMA”), or other foreign
regulatory authorities to perform clinical trials and other studies in addition to those that we currently anticipate.
Even if we are able to generate revenues from the sale of any approved products, we may not become profitable and
may need to obtain additional funding to continue operations.

The 2017 comprehensive tax reform bill could adversely affect our business and financial condition.

On December 22, 2017, President Trump signed into law new legislation that significantly revises the Internal
Revenue Code of 1986, as amended. The newly enacted federal income tax law, among other things, contains
significant changes to corporate taxation, including reduction of the corporate tax rate from a top marginal rate of
35% to a flat rate of 21%, limitation of the tax deduction for interest expense to 30% of adjusted earnings (except for
certain small businesses), limitation of the deduction for net operating losses to 80% of current year taxable income
and elimination of net operating loss carrybacks, one time taxation of offshore earnings at reduced rates regardless of
whether they are repatriated, immediate deductions for certain new investments instead of deductions for
depreciation expense over time, and modifying or repealing many business deductions and credits (including
reducing the business tax credit for certain clinical testing expenses incurred in the testing of certain drugs for rare
diseases or conditions). Notwithstanding the reduction in the corporate income tax rate, the overall impact of the new
federal tax law is uncertain and our business and financial condition could be adversely affected. In addition, it is
uncertain if and to what extent various states will conform to the newly enacted federal tax law.

Taxing authorities could reallocate our taxable income among our subsidiaries, which could increase our
overall tax liability.

We are organized in the United States, and we currently have subsidiaries in the United Kingdom, Australia and
Slovenia. If we succeed in growing our business, we expect to conduct increased operations through our
subsidiaries in various tax jurisdictions pursuant to transfer pricing arrangements between us and our subsidiaries. If
two or more affiliated companies are located in different countries, the tax laws or regulations of each country
generally will require that transfer prices be the same as those between unrelated companies dealing at arm’s length
and that appropriate documentation is maintained to support the transfer prices. While we believe that we operate in
compliance with
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applicable transfer pricing laws and intend to continue to do so, our transfer pricing procedures are not binding on
applicable tax authorities.

If tax authorities in any of these countries were to successfully challenge our transfer prices as not reflecting
arm’s length transactions, they could require us to adjust our transfer prices and thereby reallocate our income to
reflect these revised transfer prices, which could result in a higher tax liability to us. In addition, if the country from
which the income is reallocated does not agree with the reallocation, both countries could tax the same income,
resulting in double taxation. If tax authorities were to allocate income to a higher tax jurisdiction, subject our income
to double taxation or assess interest and penalties, it would increase our consolidated tax liability, which could
adversely affect our financial condition, results of operations and cash flows.

Maintaining and improving our financial controls and the requirements of being a public company may strain
our resources, divert management’s attention and affect our ability to attract and retain qualified board
members.

As a public company, we are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act
and the rules of the NYSE American. The requirements of these rules and regulations increase our legal and financial
compliance costs, make some activities more difficult, time-consuming or costly and place strain on our personnel,
systems and resources. The Exchange Act requires, among other things, that we file annual, quarterly and current
reports with respect to our business and financial condition.

The Sarbanes-Oxley Act requires, among other things, that we maintain effective disclosure controls and
procedures and internal control over financial reporting. Ensuring that we have adequate internal financial and
accounting controls and procedures in place is a costly and time-consuming effort that needs to be re-evaluated
frequently.

We currently do not have an internal audit group, and we may need to hire additional accounting and financial
staff with appropriate public company experience and technical accounting knowledge. Implementing any
appropriate changes to our internal controls may require specific compliance training for our directors, officers and
employees, entail substantial costs to modify our existing accounting systems, and take a significant period of time
to complete. Such changes may not, however, be effective in maintaining the adequacy of our internal controls, and
any failure to maintain that adequacy, or consequent inability to produce accurate financial statements on a timely
basis, could increase our operating costs and could materially impair our ability to operate our business. Moreover,
effective internal controls are necessary for us to produce reliable financial reports and are important to help prevent
fraud.

In accordance with NYSE American rules, we are required to maintain a majority independent board of directors.
The various rules and regulations applicable to public companies make it more difficult and more expensive for us to
maintain directors’ and officers’ liability insurance, and we may be required to accept reduced coverage or incur
substantially higher costs to maintain coverage. If we are unable to maintain adequate directors’ and officers’
insurance, our ability to recruit and retain qualified officers and directors will be significantly curtailed.

If we fail to maintain proper and effective internal control over financial reporting, our ability to produce
accurate financial statements on a timely basis could be impaired and our public reporting may be unreliable.

We are required to maintain internal control over financial reporting adequate to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of our consolidated financial statements in
accordance with generally accepted accounting principles. We do not expect that our internal control over financial
reporting will prevent all errors and all fraud. A control system, no matter how well designed and operated, can
provide only reasonable, not absolute, assurance that the control system’s objectives will be met. Further, the design
of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be
considered relative to their costs. Controls can be circumvented by the individual acts of some persons, by collusion
of two or more people, or by management override of the controls. Over time, controls may become inadequate
because changes in conditions or deterioration in the degree of compliance with policies or procedures may occur.
Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur
and not be detected. Material weaknesses in our internal controls have been identified in the past, and we cannot
assure you that significant deficiencies or material weaknesses in our internal control over financial reporting will not
be identified in the future.
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If we are unable to maintain effective controls and procedures, or identify any future material weaknesses, the
accuracy and timing of our financial reporting may be adversely affected, we may be unable to maintain compliance
with securities law requirements regarding timely filing of periodic reports and we may experience a loss of public
confidence, which could have an adverse effect on our business, financial condition and the market price of our
common stock.

Risks Related to the Combined Company
The integration of C3J and AmpliPhi will require significant resources and may not be successful.

There is no history of C3J and AmpliPhi as a combined company. As a result, there can be no guarantee that the
two companies will operate together successfully as a combined company. Integration of the companies and
consolidation of their operations will require considerable management time, which could result in the diversion of
management resources from other important matters.

The failure to integrate successfully the merged businesses in the expected timeframe could adversely affect the
combined company’s future results.

The failure to integrate successfully and to manage successfully the challenges presented by the integration
process may result in the failure to achieve some or all of the anticipated benefits of the Merger.

Potential difficulties that may be encountered in the integration process include the following:

e using the combined company’s cash and other assets efficiently to develop the business of the combined

company;

e appropriately managing the liabilities of the combined company;

e potential unknown or currently unquantifiable liabilities associated with the Merger and the operations of

the combined company; and

e performance shortfalls at one or both of the companies as a result of the diversion of management’s

attention caused by integrating the companies’ operations.
Because the Merger resulted in an ownership change under Section 382 of the Internal Revenue Code for
AmpliPhi, AmpliPhi’s pre-Merger net operating loss carryforwards and certain other tax attributes will be
subject to limitations. The net operating loss carryforwards and other tax attributes of C3J may also be subject to
limitations as a result of ownership changes.

If a corporation undergoes an “ownership change” within the meaning of Section 382 of the Internal Revenue
Code of 1986, as amended, such corporation’s net operating loss carryforwards and certain other tax attributes
arising from before the ownership change are subject to limitations on use after the ownership change. In general, an
ownership change occurs if there is a cumulative change in the corporation’s equity ownership by certain
stockholders that exceeds fifty percentage points over a rolling three-year period. Similar rules may apply under state
tax laws. The Merger resulted in an ownership change for AmpliPhi and, accordingly, AmpliPhi’s net operating loss
carryforwards and certain other tax attributes may be subject to limitations (or disallowance) on their use after the
Merger. C3J’s net operating loss carryforwards may also be subject to limitation as a result of prior shifts in equity
ownership and/or the Merger. Additional ownership changes in the future could result in additional limitations on
our net operating loss carryforwards. Consequently, even if we achieve profitability, we may not be able to utilize a
material portion of our net operating loss carryforwards and other tax attributes, which could have a material adverse
effect on cash flow and results of operations.

As of December 31, 2018, we had federal net operating loss carryforwards of approximately $61.3 million.
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Risks Related to Our Business

We have limited operating history, have incurred significant operating losses since inception and expects to incur
significant operating losses for the foreseeable future. We may never become profitable or, if achieved, be able to
sustain profitability.

To date, we have funded its operations primarily through private placement offerings of equity securities.
As of June 30, 2019, we had cash and cash equivalents of $13.2 million. We have incurred significant operating
losses since our inception and expect to incur significant losses for the foreseeable future as we continue our
development programs for our product candidates.

We currently generate no revenue from product sales, and may never be able to commercialize our product
candidates, or other future product candidates. We do not currently have the required approvals to market our
product candidates and we may never receive them. We may not be profitable even if we or any of our future
development partners succeed in commercializing any of *our product candidates. Because of the numerous risks
and uncertainties associated with developing and commercializing *our product candidates, we are unable to predict
the extent of any future losses or when it will become profitable, if at all.

Our single-patient expanded access strategy may not be successful, which in turn could adversely affect our
business.

In the past, our targeted phage therapies strategy involved providing phage therapy under single-patient
expanded access guidelines to patients outside of clinical trials with antibiotic-resistant infections who have few or
no other therapeutic options. However, this program is subject to numerous risks and uncertainties, including the
following:

e We have not established a cost reimbursement structure or otherwise entered into an arrangement that
would at least offset our manufacturing costs for our phage therapies that may be administered to patients
under single-patient expanded access guidelines. Increasing demand for our phage therapies in single-
patient expanded access cases could result in significant costs to us.

e Responding to single-patient expanded access requests could divert attention of our personnel and use
manufacturing resources that could otherwise be deployed in other development program activities.

e Single-patient expanded access treatment data may not establish proof-of-concept, and the FDA or other
regulatory authorities may not accept single-patient expanded access data as sufficient clinical validation in
support of our regulatory approval efforts, which could materially delay and increase the costs of our
product development and commercialization activities.

e Patient access to phage therapy has been provided on an individual basis where physicians will make an
application or post-treatment notification to the applicable regulatory authorities on a patient-by-patient
basis. This can impose a significant administrative burden on participating physicians, who may be
resistant to navigating a process with which they are unfamiliar. We may be unable to identify in a timely
manner a sufficient number of patients who are eligible for expanded access emergency treatment and we
may be unable to identify in a timely manner a sufficient number of physicians who are interested in
providing experimental therapy to such patients, which may limit our ability to provide bacteriophage
therapeutics under our expanded access program and to collect data from such cases.

In September 2018, we received the official minutes from our August 2018 Type B pre-IND meeting with the FDA
regarding our AP-SAQ1 bacteriophage therapy product candidate. The FDA expressed general agreement with our
proposed clinical trial designs and, based on the current FDA feedback, no additional clinical or nonclinical data are
required to proceed with two proposed randomized clinical trials. The first such clinical trial would be a Phase 1/2
randomized, controlled clinical trial to evaluate the safety and efficacy of AP-SA01, administered intravenously with
the best available antibiotic therapy, compared to placebo plus best available antibiotic therapy, in approximately 100
patients with S. aureus bacteremia. The second such clinical trial would be a Phase 1/2 randomized, controlled clinical
trial to evaluate the safety and efficacy of AP-SA01, administered by intra-articular injection and then intravenously
with
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the best available antibiotic therapy, compared to placebo plus the best available antibiotic therapy, in approximately
100 patients with a hip or knee prosthetic joint infection due to S. aureus as an adjunct to surgical treatment. We are
actively seeking and intend to continue to seek non-dilutive financing and explore other opportunities to conduct
these clinical trials of AP-SA01. However, there can be no assurance that such non-dilutive financing or other
opportunities will be available to us on a timely basis, on favorable terms, or at all. We may also choose to conduct
one or more smaller-scale clinical trials of similar design as an alternative to conducting the approximately 100 patient
clinical trials described above in an effort to reduce clinical trial expenditures. It is possible that results from such
smaller-scale clinical trials may not be viewed by the FDA or other regulatory agencies as sufficient for the
advancement of AP-SAOI into Phase 2 trials, including potentially registrational Phase 2 trials, due to the smaller trial
populations even if the trial results are otherwise positive, which in turn could result in the FDA or other regulatory
agencies requiring us to conduct additional studies beyond those that would have been required if we had
conducted trials of approximately 100 patients as proposed in our August 2018 Type B pre-IND meeting.

Results from preclinical studies and Phase 1 or 2 clinical trials of our product candidates or from single-patient
expanded access treatments may not be predictive of the results of later stage clinical trials.

Preclinical studies, including studies of our product candidates in animal disease models, may not accurately
predict the result of human clinical trials of those product candidates. In particular, promising animal studies
suggesting the efficacy of prototype phage products in the treatment of bacterial infections, such as P. aeruginosa
and S. aureus, may not predict the ability of these products to treat similar infections in humans. Despite promising
data in our completed Phase 1 clinical trials, our phage technology may be found not to be efficacious in treating
bacterial infections alone or in combination with other agents, when studied in later-stage clinical trials.

In addition, we have used our bacteriophage technology in the area of targeted medicine under single-patient
expanded access guidelines, which permit the use of phage therapy outside of clinical trials, in the United States and
Australia. Despite prior single-patient expanded access successes, no assurance can be given that we will have
similar single-patient expanded access treatment successes in the future. Single-patient expanded access is a term
that is used to refer to the use of an investigational drug or therapy outside of a clinical trial to treat a patient with a
serious or immediately life-threatening disease or condition who has no comparable or satisfactory alternative
treatment options. Regulators often allow single-patient expanded access on a case-by-case basis for an individual
patient or for defined groups of patients with similar treatment needs. In some countries, such as Australia, the
treating physician can administer treatment under single-patient expanded access guidelines without pre-approval
from the applicable regulatory authority.

To satisfy FDA or foreign regulatory approval standards for the commercial sale of our product candidates, we
must demonstrate in adequate and controlled clinical trials that our product candidates are safe and effective.
Success in early clinical trials, including Phase 1 and Phase 2 trials, or in our single-patient expanded access program
does not ensure that later clinical trials will be successful. Our initial results from early stage clinical trials or our
single-patient expanded access program also may not be confirmed by later analysis or subsequent larger clinical
trials. A number of companies in the pharmaceutical industry have suffered significant setbacks in advanced clinical
trials, even after obtaining promising results in earlier clinical trials and most product candidates that commence
clinical trials are never approved for commercial sale.

We are seeking to develop antibacterial agents using bacteriophage and synthetic phage technology, a novel
approach, which makes it difficult to predict the time and cost of development. No bacteriophage products have
been approved in the United States or elsewhere.

We are developing our product candidates with bacteriophage and synthetic phage technology. We have not,
nor to our knowledge has any other company, received regulatory approval from the FDA or equivalent foreign
agencies for a pharmaceutical drug based on this approach. While in vitro studies have characterized the behavior of
bacteriophages in cell cultures and there exists a body of literature regarding the use of phage therapy in humans,
the safety and efficacy of phage therapy in humans has not been extensively studied in well-controlled modern
clinical trials. Most of the prior research on phage-based therapy was conducted in the former Soviet Union prior to
and immediately after World War II and lacked appropriate control group design or lacked control groups at all.
Furthermore, the standard of care has
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changed substantially during the ensuing decades since those studies were performed, diminishing the relevance of
prior claims of improved cure rates. We cannot be certain that our approach will lead to the development of
approvable or marketable drugs.

Developing phage-based therapies on a commercial scale will also require developing new manufacturing
processes and techniques. We and our third-party collaborators may experience delays in developing manufacturing
capabilities for our product candidates, and may not be able to do so at the scale required to efficiently conduct the
clinical trials required to obtain regulatory approval of our product candidates, or to manufacture commercial
quantities of our products, if approved.

In addition, the FDA or other regulatory agencies may lack experience in evaluating the safety and efficacy of
drugs based on these approaches, which could lengthen the regulatory review process, increase our development
costs and delay or prevent commercialization of our product candidates.

Delays in our clinical trials could result in us not achieving anticipated developmental milestones when
expected, increased costs and delay our ability to obtain regulatory approval for and commercialize our product
candidates.

Delays in our ability to commence or enroll patients for our clinical trials could result in us not meeting
anticipated clinical milestones and could materially impact our product development costs and delay regulatory
approval of our product candidates. Planned clinical trials may not be commenced or completed on schedule, or at all.

Clinical trials can be delayed for a variety of reasons, including:

e delays in the development of manufacturing capabilities for our product candidates to enable their
consistent production at clinical trial scale;

e failures in our internal manufacturing operations that result in our inability to consistently and timely
produce bacteriophages in sufficient quantities to support our clinical trials;

e the availability of financial resources to commence and complete our planned clinical trials;
e delays in reaching a consensus with clinical investigators on study design;

e delays in reaching a consensus with regulatory agencies on trial design or in obtaining regulatory approval
to commence a trial;

e delays in obtaining clinical materials;
e slower than expected patient recruitment for participation in clinical trials;
e failure by clinical trial sites, other third parties, or us to adhere to clinical trial agreements;

e delays in reaching agreement on acceptable clinical trial agreement terms with prospective sites or obtaining
institutional review board approval; and

e adverse safety events experienced during our clinical trials.

If we do not successfully commence or complete our clinical trials on schedule, the price of our common stock
may decline.

Completion of clinical trials depends, among other things, on our ability to enroll a sufficient number of patients,
which is a function of many factors, including:

e the therapeutic endpoints chosen for evaluation;
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o the eligibility criteria defined in the protocol;

e the perceived benefit of the product candidate under study;

e the size of the patient population required for analysis of the clinical trial’s therapeutic endpoints;

e our ability to recruit clinical trial investigators and sites with the appropriate competencies and experience;
e our ability to obtain and maintain patient consents; and

e competition for patients from clinical trials for other treatments.

We may experience difficulties in enrolling patients in our clinical trials, which could increase the costs or affect
the timing or outcome of these clinical trials. This is particularly true with respect to diseases with relatively small
patient populations.

We have not completed formulation development of our product candidates.

The development of our bacteriophage product candidates requires that we isolate, select and combine a
number of bacteriophages that target the desired bacteria for that product candidate. The selection of
bacteriophages for any of our product candidates is based on a variety of factors, including without limitation the
ability of the selected phages, in combination, to successfully kill the targeted bacteria, the degree of cross-reactivity
of the individual phages with the same part of the bacterial targets, the ability of the combined phages to satisfy
regulatory requirements, our ability to manufacture sufficient quantities of the phages, intellectual property rights of
third parties, and other factors. While we have selected initial formulations of AP-SAO01 for the treatment of S. aureus
infections, there can be no assurance that these initial formulations will be the final formulations of AP-SA01 for
commercialization if approved. If we are unable to complete formulation development of our product candidates in
the time frame that we have anticipated, then our product development timelines, and the regulatory approval of our
product candidates, could be delayed.

Our product candidates must undergo rigorous clinical testing, such clinical testing may fail to demonstrate
safety and efficacy and any of our product candidates could cause undesirable side effects, which would
substantially delay or prevent regulatory approval or commercialization.

Before we can obtain regulatory approval for a product candidate, we must undertake extensive clinical testing
in humans to demonstrate safety and efficacy to the satisfaction of the FDA or other regulatory agencies. Clinical
trials of new drug candidates sufficient to obtain regulatory marketing approval are expensive and take years to
complete.

We cannot be certain of successfully completing clinical testing within the time frame we have planned, or at all.
We may experience numerous unforeseen events during, or as a result of, the clinical trial process that could delay or

prevent us from receiving regulatory approval or commercializing our product candidates, including the following:

e  our clinical trials may produce negative or inconclusive results, and we may decide, or regulators may
require us, to conduct additional clinical and/or preclinical testing or to abandon programs;

e the results obtained in earlier stage clinical testing may not be indicative of results in future clinical trials;

e clinical trial results may not meet the level of statistical significance required by the FDA or other regulatory
agencies;

e we, or regulators, may suspend or terminate our clinical trials if the participating patients are being exposed
to unacceptable health risks; and
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e our product candidates may have unintended or undesirable effects on patients that may delay or preclude
regulatory approval of our product candidates or limit their commercial use, if approved.

We must continue to develop manufacturing processes for our product candidates and any delay in or our
inability to do so would result in delays in our clinical trials.

We are developing novel manufacturing processes for our product candidates at our facilities in Marina Del Rey
(near Los Angeles), California and in Ljubljana, Slovenia. The manufacturing processes for our product candidates,
and the scale up of such processes for clinical trials, is novel, and there can be no assurance that we will be able to
complete this work in a timely manner, if at all. Any delay in the development or scale up of these manufacturing
processes could delay the start of clinical trials and harm our business. Our facility in Slovenia must also undergo
ongoing inspections by JAZMP, the agency that regulates and supervises pharmaceutical products in Slovenia, for
compliance with their and the EMA’s, current good manufacturing practice regulations (“cGMP regulations”), before
the respective product candidates can be approved for use in clinical trials or commercialization. In the event these
facilities do not receive a satisfactory cGMP inspection for the manufacture of our product candidates, we may need
to fund additional modifications to our manufacturing process, conduct additional validation studies, or find
alternative manufacturing facilities, any of which would result in significant cost to us as well as a delay of up to
several years in obtaining approval for such product candidate.

Our manufacturing facility will be subject to ongoing periodic inspection by the FDA and European regulatory
authorities, including JAZMP, for compliance with U.S. and European cGMP regulations. Compliance with these
regulations and standards is complex and costly, and there can be no assurance that we will be able to comply. Any
failure to comply with applicable regulations could result in sanctions being imposed (including fines, injunctions
and civil penalties), failure of regulatory authorities to grant marketing approval of our product candidates, delays,
suspension or withdrawal of approvals, license revocation, seizures or recalls of product candidates or products,
operating restrictions and criminal prosecution.

We may conduct clinical trials for our products or product candidates outside the United States and the FDA may
not accept data from such trials.

We completed an investigator-sponsored clinical trial of AP-SA01 at the University of Adelaide in Australia for
CRS in December 2016. Although the FDA may accept data from clinical trials conducted outside the United States,
acceptance of such study data by the FDA is subject to certain conditions. For example, the study must be well
designed and conducted and performed by qualified investigators in accordance with ethical principles. The study
population must also adequately represent the U.S. population, and the data must be applicable to the U.S.
population and U.S. medical practice in ways that the FDA deems clinically meaningful. Generally, the patient
population for any clinical studies conducted outside of the United States must be representative of the population
for whom we intend to label the product in the United States. In addition, such studies would be subject to the
applicable local laws and FDA acceptance of the data would be dependent upon its determination that the studies
also complied with all applicable U.S. laws and regulations. There can be no assurance the FDA will accept data from
trials conducted outside of the United States. If the FDA does not accept any such data, it would likely result in the
need for additional trials, which would be costly and time consuming and delay aspects of our business plan.

We may need to license additional intellectual property rights.
The development and commercialization of phage-based antibacterial agents may require us to obtain rights to
intellectual property from third parties. We may also determine that it is necessary or advisable to license other

intellectual property from third parties. There can be no assurance that such intellectual property rights would be
available on commercially reasonable terms, if at all.
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We are subject to significant regulatory approval requirements, which could delay, prevent or limit our ability to
market our product candidates.

Our research and development activities, preclinical studies, clinical trials and the anticipated manufacturing and
marketing of our product candidates are subject to extensive regulation by the FDA and other regulatory agencies in
the United States and by comparable authorities in Europe and elsewhere. There can be no assurance that our
manufacturing facilities will satisfy the requirements of the FDA or comparable foreign authorities. We require the
approval of the relevant regulatory authorities before we may commence commercial sales of our product candidates
in a given market. The regulatory approval process is expensive and time-consuming, and the timing of receipt of
regulatory approval is difficult to predict. Our product candidates could require a significantly longer time to gain
regulatory approval than expected, or may never gain approval. We cannot be certain that, even after expending
substantial time and financial resources, we will obtain regulatory approval for any of our product candidates. A
delay or denial of regulatory approval could delay or prevent our ability to generate product revenues and to achieve
profitability.

Changes in regulatory approval policies during the development period of any of our product candidates,
changes in, or the enactment of, additional regulations or statutes, or changes in regulatory review practices for a
submitted product application may cause a delay in obtaining approval or result in the rejection of an application for
regulatory approval.

Regulatory approval, if obtained, may be made subject to limitations on the indicated uses for which we may
market a product. These limitations could adversely affect our potential product revenues. Regulatory approval may
also require costly post-marketing follow-up studies. In addition, the labeling, packaging, adverse event reporting,
storage, advertising, promotion and record-keeping related to the product will be subject to extensive ongoing
regulatory requirements. Furthermore, for any marketed product, its manufacturer and its manufacturing facilities will
be subject to continual review and periodic inspections by the FDA or other regulatory authorities. Failure to comply
with applicable regulatory requirements may, among other things, result in fines, suspensions of regulatory
approvals, product recalls, product seizures, operating restrictions and criminal prosecution.

Failure to comply with health and data protection laws and regulations could lead to government enforcement
actions (which could include civil or criminal penalties), private litigation and/or adverse publicity and could
negatively affect our operating results and business.

We and any potential collaborators may be subject to federal, state and foreign data protection laws and
regulations (i.e., laws and regulations that address privacy and data security). In the United States, numerous federal
and state laws and regulations, including federal health information privacy laws, state data breach notification laws,
state health information privacy laws and federal and state consumer protection laws (e.g., Section 5 of the Federal
Trade Commission Act), that govern the collection, use, disclosure and protection of health-related and other
personal information could apply to our operations or the operations of our collaborators. In addition, we may obtain
health information from third parties (including research institutions from which we obtain clinical trial data) that are
subject to privacy and security requirements under the HIPAA, as amended by HITECH. Depending on the facts and
circumstances, we could be subject to criminal penalties if we knowingly obtain, use, or disclose individually
identifiable health information maintained by a HIPAA-covered entity in a manner that is not authorized or permitted
by HIPAA.

International data protection laws, including Regulation 2016/679, known as the General Data Protection
Regulation (GDPR) may also apply to health-related and other personal information obtained outside of the United
States. The GDPR went into effect on May 25, 2018. The GDPR introduced new data protection requirements in the
European Union, as well as potential fines for noncompliant companies of up to the greater of €20 million or 4% of
annual global revenue. The regulation imposes numerous new requirements for the collection, use and disclosure of
personal information, including more stringent requirements relating to consent and the information that must be
shared with data subjects about how their personal information is used, the obligation to notify regulators and
affected individuals of personal data breaches, extensive new internal privacy governance obligations and
obligations to honor expanded rights of individuals in relation to their personal information (e.g., the right to access,
correct and delete their data). In addition, the GDPR includes restrictions on cross-border data transfer. The GDPR
will increase our responsibility and liability in relation to personal data that we process, and we may be required to
put in place additional mechanisms to ensure compliance with the new EU data protection rules. Further, the United
Kingdom’s vote in favor of

35




Table of Contents

exiting the EU, often referred to as Brexit, has created uncertainty with regard to data protection regulation in the
United Kingdom. In particular, it is unclear whether the United Kingdom will enact data protection legislation
equivalent to the GDPR and how data transfers to and from the United Kingdom will be regulated.

In addition, California recently enacted legislation that has been dubbed the first “GDPR-like” law in the
United States. Known as the California Consumer Privacy Act, it creates new individual privacy rights for consumers
(as that word is broadly defined in the law) and places increased privacy and security obligations on entities
handling personal data of consumers or households. When it goes into effect on January 1, 2020, the CCPA will
require covered companies to provide new disclosures to California consumers, provide such consumers new ways
to opt-out of certain sales of personal information, and allow for a new cause of action for data breaches. Legislators
have stated that amendments will be proposed to the CCPA before it goes into effect, but it remains unclear what, if
any, modifications will be made to this legislation or how it will be interpreted. As currently written, the CCPA may
impact (possibly significantly) our business activities and exemplifies the vulnerability of our business to the
evolving regulatory environment related to personal data and protected health information.

Compliance with U.S. and international data protection laws and regulations could require us to take on more
onerous obligations in our contracts, restrict our ability to collect, use and disclose data, or in some cases, impact
our ability to operate in certain jurisdictions. Failure to comply with U.S. and international data protection laws and
regulations could result in government enforcement actions (which could include civil or criminal penalties), private
litigation and/or adverse publicity and could negatively affect our operating results and business. Moreover, clinical
trial subjects about whom we or our potential collaborators obtain information, as well as the providers who share
this information with us, may contractually limit our ability to use and disclose the information. Claims that we have
violated individuals’ privacy rights, failed to comply with data protection laws, or breached our contractual
obligations, even if we are not found liable, could be expensive and time consuming to defend and could result in
adverse publicity that could harm our business.

A variety of risks associated with our international operations could materially adversely affect our business.

In addition to our U.S. operations, we have operations and subsidiaries in the United Kingdom, Australia and
Slovenia. We face risks associated with our international operations, including possible unfavorable regulatory,
pricing and reimbursement, political, tax and labor conditions, which could harm our business. We are subject to

numerous risks associated with international business activities, including:

e compliance with differing or unexpected regulatory requirements for the development, manufacture and, if
approved, commercialization of our product candidates;

e difficulties in staffing and managing foreign operations;
e foreign government taxes, regulations and permit requirements;

e U.S. and foreign government tariffs, trade restrictions, price and exchange controls and other regulatory
requirements;

e anti-corruption laws, including the Foreign Corrupt Practices Act;

e economic weakness, including inflation, natural disasters, war, events of terrorism or political instability in
particular foreign countries;

e fluctuations in currency exchange rates, which could result in increased operating expenses and reduced
revenues, and other obligations related to doing business in another country;

e compliance with tax, employment, immigration and labor laws, regulations and restrictions for employees
living or traveling abroad;

36




Table of Contents

e workforce uncertainty in countries where labor unrest is more common than in the United States;

e production shortages resulting from any events affecting raw material supply or manufacturing capabilities
abroad;

e changes in diplomatic and trade relationships; and

e challenges in enforcing our contractual and intellectual property rights, especially in those foreign countries
that do not respect and protect intellectual property rights to the same extent as the United States.

These and other risks associated with our international operations may materially adversely affect our business,
financial condition and results of operations.

We do not have a sales force and do not currently have plans to develop one.

The commercial success of any of our product candidates will depend upon the strength of sales and marketing
efforts for them. We do not have a sales force and have no experience in sales, marketing or distribution. To
successfully commercialize our product candidates, we will need to develop such a capability ourselves or seek
assistance from a third party with a large distribution system and a large direct sales force. We may be unable to put
such a plan in place. In addition, if we arrange for others to market and sell our products, our revenues will depend
upon the efforts of those parties. Such arrangements may not succeed. Even if one or more of our product
candidates is approved for marketing, if we fail to establish adequate sales, marketing and distribution capabilities,
independently or with others, our business will be materially harmed.

Our success depends in part on attracting, retaining and motivating our personnel.

Our success depends on our continued ability to attract, retain and motivate highly qualified management,
clinical and scientific personnel and on our ability to develop and maintain important relationships with leading
academic institutions, clinicians and scientists. Our success will depend on our ability to retain and motivate
personnel and hire additional qualified personnel when required. Competition for qualified personnel in the
biotechnology field is intense. We face competition for personnel from other biotechnology and pharmaceutical
companies, universities, public and private research institutions and other organizations. We also face competition
from other more well-funded and well-established businesses and we may also be viewed as a riskier choice from a
job stability perspective due to our relative newer status than longer existing biotech and pharmaceutical companies.
We may not be able to attract and retain qualified personnel on acceptable terms given the competition for such
personnel. If we are unsuccessful in our retention, motivation and recruitment efforts, we may be unable to execute
our business strategy.

We must manage a geographically dispersed organization.

While we are a small company, we currently have operations in the United States, Australia and Slovenia. In the
future, we may also locate facilities in other locations based on proximity to personnel with the expertise needed to
research, develop and manufacture phage-based therapeutics, costs of operations or other factors. Managing our
organization across multiple locations and multiple time zones may reduce our efficiency, increase our expenses and
increase the risk of operational difficulties in the execution of our plans.

Our business and operations might be adversely affected by security breaches, including any cybersecurity
incidents.

We depend on the efficient and uninterrupted operation of our computer and communications systems, which
we use for, among other things, sensitive company data, including our financial data, intellectual property and other
proprietary business information.

While certain of our operations have business continuity and disaster recovery plans and other security

measures intended to prevent and minimize the impact of IT-related interruptions, our IT infrastructure and the IT
infrastructure of
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our consultants, contractors and vendors are vulnerable to damage from cyberattacks, computer viruses,
unauthorized access, electrical failures and natural disasters or other catastrophic events. We could experience
failures in our information systems and computer servers, which could result in an interruption of our normal
business operations and require substantial expenditure of financial and administrative resources to remedy. System
failures, accidents or security breaches can cause interruptions in our operations and can result in a material
disruption of our targeted phage therapies, bacteriophage product candidates and other business operations. The
loss of data from completed or future studies or clinical trials could result in delays in our research, development or
regulatory approval efforts and significantly increase our costs to recover or reproduce the data. To the extent that
any disruption or security breach were to result in a loss of, or damage to, our data or applications, or inappropriate
disclosure of confidential or proprietary information, we could incur liabilities and the development of our product
candidates could be delayed or otherwise adversely affected.

Even though we believe we carry commercially reasonable business interruption and liability insurance, we
might suffer losses as a result of business interruptions that exceed the coverage available under our insurance
policies or for which we do not have coverage. For example, we are not insured against terrorist attacks or
cyberattacks. Any natural disaster or catastrophic event could have a significant negative impact on our operations
and financial results. Moreover, any such event could delay the development of our product candidates.

Risks Related to Our Reliance on Third Parties

We will rely on third parties to conduct our clinical trials, and their failure to perform their obligations in a
timely or competent manner may delay development and commercialization of our product candidates.

We expect to use third parties, such as clinical research organizations, to assist in conducting our clinical trials.
However, we may face delays outside of our control if these parties do not perform their obligations in a timely or
competent fashion or if we are forced to change service providers. This risk is heightened for clinical trials conducted
outside of the United States, where it may be more difficult to ensure that clinical trials are conducted in compliance
with FDA requirements. Any third party that we hire to conduct clinical trials may also provide services to our
competitors, which could compromise the performance of their obligations to us. If we experience significant delays
in the progress of our clinical trials and in our plans to submit Biologics License Applications, the commercial
prospects for product candidates could be harmed and our ability to generate product revenue would be delayed or
prevented.

Risks Related to Our Intellectual Property

We are dependent on patents and proprietary technology. If we fail to adequately protect this intellectual
property or if we otherwise do not have exclusivity for the marketing of our products, our ability to
commercialize products could suffer.

Our commercial success will depend in part on our ability to obtain and maintain patent protection sufficient to
prevent others from marketing our product candidates, as well as to defend and enforce these patents against
infringement and to operate without infringing the proprietary rights of others. Protection of our product candidates
from unauthorized use by third parties will depend on having valid and enforceable patents cover our product
candidates or their manufacture or use, or having effective trade secret protection. If our patent applications do not
result in issued patents, or if our patents are found to be invalid, we will lose the ability to exclude others from
making, using or selling the inventions claimed therein. We have a limited number of patents and pending patent
applications.

The patent positions of biotechnology companies can be uncertain and involve complex legal and factual
questions. This is due to inconsistent application of policy and changes in policy relating to examination and
enforcement of biotechnology patents to date on a global scale. The laws of some countries may not protect
intellectual property rights to the same extent as the laws of countries having well-established patent systems, and
those countries may lack adequate rules and procedures for defending our intellectual property rights. Also, changes
in either patent laws or in interpretations of patent laws may diminish the value of our intellectual property. We are
not able to guarantee that all of our patent applications will result in the issuance of patents and we cannot predict
the breadth of claims that may be allowed in our patent applications or in the patent applications we may license from
others.
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Central provisions of The Leahy-Smith America Invents Act, or the America Invents Act went into effect on
September 16, 2012 and on March 16, 2013. The America Invents Act includes a number of significant changes to
U.S. patent law. These changes include provisions that affect the way patent applications are being filed, prosecuted
and litigated. For example, the America Invents Act enacted proceedings involving post-issuance patent review
procedures, such as inter partes review (“IPR”), and post-grant review, that allow third parties to challenge the
validity of an issued patent in front of the United States Patent and Trademark Office (“U.S. PTO”) Patent Trial and
Appeal Board. Each proceeding has different eligibility criteria and different patentability challenges that can be
raised. IPRs permit any person (except a party who has been litigating the patent for more than a year) to challenge
the validity of the patent on the grounds that it was anticipated or made obvious by prior art. Patents covering
pharmaceutical products have been subject to attack in I[PRs from generic drug companies and from hedge funds. If it
is within six months of the issuance of the challenged patent, a third party can petition the U.S. PTO for post-grant
review, which can be based on any invalidity grounds and is not limited to prior art patents or printed publications.

In post-issuance proceedings, U.S. PTO rules and regulations generally tend to favor patent challengers over
patent owners. For example, unlike in district court litigation, claims challenged in post-issuance proceedings are
given their broadest reasonable meaning, which increases the chance a claim might be invalidated by prior art or lack
support in the patent specification. As another example, unlike in district court litigation, there is no presumption of
validity for an issued patent, and thus, a challenger’s burden to prove invalidity is by a preponderance of the
evidence, as opposed to the heightened clear and convincing evidence standard. As a result of these rules and
others, statistics released by the U.S. PTO show a high percentage of claims being invalidated in post-issuance
proceedings. Moreover, with few exceptions, there is no standing requirement to petition the U.S. PTO for inter
partes review or post-grant review. In other words, companies that have not been charged with infringement or that
lack commercial interest in the patented subject matter can still petition the U.S. PTO for review of an issued patent.
Thus, even where we have issued patents, our rights under those patents may be challenged and ultimately not
provide us with sufficient protection against competitive products or processes.

The degree of future protection for our proprietary rights is uncertain because legal means afford only limited
protection and may not adequately protect our rights or permit us to gain or keep our competitive advantage. For
example:

e we might not be the first to file patent applications for our inventions;

e others may independently develop similar or alternative product candidates to any of our product
candidates that fall outside the scope of our patents;

e our pending patent applications may not result in issued patents;

e our issued patents may not provide a basis for commercially viable products or may not provide us with any
competitive advantages or may be challenged by third parties;

e others may design around our patent claims to produce competitive products that fall outside the scope of
our patents;

e we may not develop additional patentable proprietary technologies related to our product candidates; and

e we are dependent upon the diligence of our appointed agents in national jurisdictions, acting for and on our
behalf, which control the prosecution of pending domestic and foreign patent applications and maintain
granted domestic and foreign patents.

An issued patent does not guarantee us the right to practice the patented technology or commercialize the
patented product. Third parties may have blocking patents that could be used to prevent us from commercializing
our patented products and practicing our patented technology. Our issued patents and those that may be issued in
the future may be challenged, invalidated or circumvented, which could limit our ability to prevent competitors from
marketing the same
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or related product candidates or could limit the length of the term of patent protection of our product candidates.
Moreover, because of the extensive time required for development, testing and regulatory review of a potential
product, it is possible that, before any of our product candidates can be commercialized, any related patent may
expire or remain in force for only a short period following commercialization, thereby reducing any advantage of the
patent. Patent term extensions may not be available for these patents.

We rely on trade secrets and other forms of non-patent intellectual property protection. If we are unable to
protect our trade secrets, other companies may be able to compete more effectively against us.

We rely on trade secrets to protect certain aspects of our technology, including our proprietary processes for
manufacturing and purifying bacteriophages. Trade secrets are difficult to protect, especially in the pharmaceutical
industry, where much of the information about a product must be made public during the regulatory approval
process. Although we use reasonable efforts to protect our trade secrets, our employees, consultants, contractors,
outside scientific collaborators and other advisors may unintentionally or willfully disclose our information to
competitors. Enforcing a claim that a third party illegally obtained and is using our trade secret information is
expensive and time-consuming, and the outcome is unpredictable. In addition, courts outside the United States may
be less willing to or may not protect trade secrets. Moreover, our competitors may independently develop equivalent
knowledge, methods and know-how.

If we are sued for infringing intellectual property rights of third parties or if we are forced to engage in an
interference proceeding, it will be costly and time-consuming, and an unfavorable outcome in that litigation or
interference would have a material adverse effect on our business.

Our ability to commercialize our product candidates depends on our ability to develop, manufacture, market and
sell our product candidates without infringing the proprietary rights of third parties. Numerous United States and
foreign patents and patent applications, which are owned by third parties, exist in the general field of anti-infective
products or in fields that otherwise may relate to our product candidates. If we are shown to infringe, we could be
enjoined from use or sale of the claimed invention if we are unable to prove that the patent is invalid. In addition,
because patent applications can take many years to issue, there may be currently pending patent applications,
unknown to us, which may later result in issued patents that our product candidates may infringe, or which may
trigger an interference proceeding regarding one of our owned or licensed patents or applications. There could also
be existing patents of which we are not aware that our product candidates may inadvertently infringe or which may
become involved in an interference proceeding.

The biotechnology and pharmaceutical industries are characterized by the existence of a large number of patents
and frequent litigation based on allegations of patent infringement. For so long as our product candidates are in
clinical trials, we believe our clinical activities fall within the scope of the exemptions provided by 35 U.S.C. Section
271(e) in the United States, which exempts from patent infringement liability activities reasonably related to the
development and submission of information to the FDA. As our clinical investigational drug product candidates
progress toward commercialization, the possibility of a patent infringement claim against us increases. While we
attempt to ensure that our active clinical investigational drugs and the methods we employ to manufacture them, as
well as the methods for their use we intend to promote, do not infringe other parties’ patents and other proprietary
rights, we cannot be certain they do not, and competitors or other parties may assert that we infringe their
proprietary rights in any event.

We may be exposed to future litigation based on claims that our product candidates, or the methods we employ
to manufacture them, or the uses for which we intend to promote them, infringe the intellectual property rights of
others. Our ability to manufacture and commercialize our product candidates may depend on our ability to
demonstrate that the manufacturing processes we employ and the use of our product candidates do not infringe
third-party patents. If third-party patents were found to cover our product candidates or their use or manufacture, we
could be required to pay damages or be enjoined and therefore unable to commercialize our product candidates,
unless we obtained a license. A license may not be available to us on acceptable terms, if at all.
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Risks Related to Our Industry

If our competitors are able to develop and market products that are more effective, safer or more affordable than
ours, or obtain marketing approval before we do, our commercial opportunities may be limited.

Competition in the biotechnology and pharmaceutical industries is intense and continues to increase. Some
companies that are larger and have significantly more resources than we do are aggressively pursuing antibacterial
development programs, including traditional therapies and therapies with novel mechanisms of action. In addition,
other companies are developing phage-based products for non-therapeutic uses, and may elect to use their expertise
in phage development and manufacturing to try to develop products that would compete with ours.

We also face potential competition from academic institutions, government agencies and private and public
research institutions engaged in the discovery and development of drugs and therapies. Many of our competitors
have significantly greater financial resources and expertise in research and development, preclinical testing,
conducting clinical trials, obtaining regulatory approvals, manufacturing, sales and marketing than we do. Smaller or
early-stage companies may also prove to be significant competitors, particularly through collaborative arrangements
with large and established pharmaceutical companies.

Our competitors may succeed in developing products that are more effective, have fewer side effects and are
safer or more affordable than our product candidates, which would render our product candidates less competitive or
noncompetitive. These competitors also compete with us to recruit and retain qualified scientific and management
personnel, establish clinical trial sites and patient registration for clinical trials, as well as to acquire technologies and
technology licenses complementary to our programs or advantageous to our business. Moreover, competitors that
are able to achieve patent protection, obtain regulatory approvals and commence commercial sales of their products
before we do, and competitors that have already done so, may enjoy a significant competitive advantage.

The Generating Antibiotics Incentives Now Act is intended to provide incentives for the development of new,
qualified infectious disease products. These incentives may result in more competition in the market for new
antibiotics, and may cause pharmaceutical and biotechnology companies with more resources than we have to shift
their efforts towards the development of products that could be competitive with our product candidates.

There is a substantial risk of product liability claims in our business. If we do not obtain sufficient liability
insurance, a product liability claim could result in substantial liabilities.

Our business exposes us to significant potential product liability risks that are inherent in the development,
manufacturing and marketing of human therapeutic products. Regardless of merit or eventual outcome, product
liability claims may result in:

e delay or failure to complete our clinical trials;

e withdrawal of clinical trial participants;

e decreased demand for our product candidates;

e injury to our reputation;

e litigation costs;

e substantial monetary awards against us; and

e diversion of management or other resources from key aspects of our operations.
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If we succeed in marketing products, product liability claims could result in an FDA investigation of the safety or
efficacy of our products, our manufacturing processes and facilities or our marketing programs. An FDA
investigation could also potentially lead to a recall of our products or more serious enforcement actions, or
limitations on the indications, for which they may be used, or suspension or withdrawal of approval.

We have product liability insurance that covers our clinical trials up to a $10.0 million annual per claim and
aggregate limit. We intend to expand our insurance coverage to include the sale of commercial products if marketing
approval is obtained for our product candidates or any other compound that we may develop. However, insurance
coverage is expensive and we may not be able to maintain insurance coverage at a reasonable cost or at all, and the
insurance coverage that we obtain may not be adequate to cover potential claims or losses.

Even if we receive regulatory approval to market our product candidates, the market may not be receptive to our
product candidates upon their commercial introduction, which would negatively affect our ability to achieve
profitability.

Our product candidates may not gain market acceptance among physicians, patients, healthcare payors and the
medical community. The degree of market acceptance of any approved products will depend on a number of factors,
including:

e the effectiveness of the product;

e the prevalence and severity of any side effects;

e potential advantages or disadvantages over alternative treatments;

e relative convenience and ease of administration;

e the strength of marketing and distribution support;

e the price of the product, both in absolute terms and relative to alternative treatments; and

e sufficient third-party coverage or reimbursement.

If our product candidates receive regulatory approval but do not achieve an adequate level of acceptance by
physicians, healthcare payors and patients, we may not generate product revenues sufficient to attain profitability.

Foreign governments tend to impose strict price controls, which may adversely affect our future profitability.

In some foreign countries, particularly in the European Union, prescription drug pricing is subject to
governmental control. In these countries, pricing negotiations with governmental authorities can take considerable
time after the receipt of marketing approval for a product. To obtain reimbursement or pricing approval in some
countries, we may be required to conduct a clinical trial that compares the cost-effectiveness of our product
candidate to other available therapies. If reimbursement of our products is unavailable or limited in scope or amount,
or if pricing is set at unsatisfactory levels, our profitability will be negatively affected.

We may incur significant costs complying with environmental laws and regulations, and failure to comply with
these laws and regulations could expose us to significant liabilities.

Our research and development activities use biological and hazardous materials that are dangerous to human
health and safety or the environment. We are subject to a variety of federal, state and local laws and regulations
governing the use, generation, manufacture, storage, handling and disposal of these materials and wastes resulting
from these materials. We are also subject to regulation by the Occupational Safety and Health Administration
(“OSHA”), state and federal environmental protection agencies and to regulation under the Toxic Substances
Control Act. OSHA, state governments
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or federal Environmental Protection Agency, may adopt regulations that may affect our research and development
programs. We are unable to predict whether any agency will adopt any regulations that could have a material adverse
effect on our operations. We have incurred, and will continue to incur, capital and operating expenditures and other
costs in the ordinary course of our business in complying with these laws and regulations.

Although we believe our safety procedures for handling and disposing of these materials comply with federal,
state and local laws and regulations, we cannot entirely eliminate the risk of accidental injury or contamination from
the use, storage, handling or disposal of hazardous materials. In the event of contamination or injury, we could be
held liable for any resulting damages, and any liability could significantly exceed our insurance coverage.

The uncertainty associated with pharmaceutical reimbursement and related matters may adversely affect our
business.

Market acceptance and sales of any one or more of our product candidates will depend on reimbursement
policies and may be affected by future healthcare reform measures in the United States and in foreign jurisdictions.
Government authorities and third-party payers, such as private health insurers and health maintenance
organizations, decide which drugs they will cover and establish payment levels. We cannot be certain that
reimbursement will be available for any of our product candidates. Also, we cannot be certain that reimbursement
policies will not reduce the demand for, or the price paid for, our products. If reimbursement is not available or is
available on a limited basis, we may not be able to successfully commercialize any product candidates that we
develop.

In the United States, the Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (the
“MMA”), changed the way Medicare covers and pays for pharmaceutical products. The legislation established
Medicare Part D, which expanded Medicare coverage for outpatient prescription drug purchases by the elderly but
provided authority for limiting the number of drugs that will be covered in any therapeutic class. The MMA also
introduced a new reimbursement methodology based on average sales prices for physician-administered drugs.

The United States and several foreign jurisdictions are considering, or have already enacted, a number of
legislative and regulatory proposals to change the healthcare system in ways that could affect its ability to sell its
products profitably. Among policy makers and payers in the United States and elsewhere, there is significant interest
in promoting changes in healthcare systems with the stated goals of containing healthcare costs, improving quality
and/or expanding access to healthcare. In the United States, the pharmaceutical industry has been a particular focus
of these efforts and has been significantly affected by major legislative initiatives. we expect to experience pricing
pressures in connection with the sale of any products that we develop due to the trend toward managed healthcare,
the increasing influence of health maintenance organizations, and additional legislative proposals.

In March 2010, the Patient Protection and Affordable Care Act, as amended by the Health Care and Education
Affordability Reconciliation Act (collectively, the “ACA”), became law in the United States, which substantially
changed the way healthcare is financed by both governmental and private insurers. While we cannot predict what
impact on federal reimbursement policies this legislation will have in general or on our business specifically, the ACA
and any amendments thereto may result in downward pressure on pharmaceutical reimbursement, which could
negatively affect market acceptance of, and the price we may charge for, our products that receive regulatory
approval. We also cannot predict the impact of ACA and its amendments on us as many of the ACA, as amended,
requires the promulgation of detailed regulations implementing the statutory provisions, which have not yet been
fully implemented.

Risks Related to Our Common Stock

The price of our common stock has been and may continue to be volatile.

As of June 30, 2019, we had outstanding common warrants to purchase an aggregate of 1,854,262 shares of our
common stock at a weighted-average exercise price of $14.74 per share We also have outstanding options to exercise
1,346,516 shares of our common stock at a weighted-average exercise price of $8.56 per share. Although we cannot
determine when these warrants or options will ultimately be exercised, it is reasonable to assume that such warrants
and options will be exercised only if the exercise price is below the market price of our common stock. To the extent
any of
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our outstanding warrants or options are exercised, additional shares of our common stock will be issued that will
generally be eligible for resale in the public market (subject to limitations under Rule 144 under the Securities Act for
certain of our warrants and with respect to shares held by our affiliates), which will result in dilution to our security
holders. The issuance of additional securities could also have an adverse effect on the market price of our common
stock.

Provisions of Washington law and our current articles of incorporation and bylaws may discourage another
company from acquiring us and may prevent attempts by our stockholders to replace or remove our current
management.

Provisions of Washington law and our current articles of incorporation and bylaws may discourage, delay or
prevent a merger or acquisition that stockholders may consider favorable, including transactions in which you might
otherwise receive a premium for your shares. In addition, these provisions may frustrate or prevent any attempts by
our stockholders to replace or remove our current management by making it more difficult for stockholders to replace
or remove our board of directors. These provisions include:

e authorizing the issuance of “blank check” preferred stock without any need for action by stockholders;
e providing for a classified board of directors with staggered terms;

e requiring supermajority stockholder voting to effect certain amendments to our articles of incorporation and
bylaws; and

e establishing advance notice requirements for nominations for election to our board of directors or for
proposing matters that can be acted on by stockholders at stockholder meetings.

In addition, because we are incorporated in Washington, we are governed by the provisions of Chapter 23B.19
of the Washington Business Corporation Act, which, among other things, restricts the ability of stockholders
owning 10% or more of our outstanding voting stock from merging or combining with us. These provisions could
discourage potential acquisition attempts and could reduce the price that investors might be willing to pay for shares
of our common stock in the future and result in the market price being lower than it would without these provisions.

Although we believe these provisions collectively provide for an opportunity to receive higher bids by requiring
potential acquirers to negotiate with our board of directors, they would apply even if an offer may be considered
beneficial by some stockholders. In addition, these provisions may frustrate or prevent any attempts by our
stockholders to replace or remove our current management by making it difficult for stockholders to replace members
of our board of directors, which is responsible for appointing the members of our management

We have never paid dividends on our common stock, and we do not anticipate paying any cash dividends on our
common stock in the foreseeable future.

We have never declared or paid cash dividends on our common stock. We do not anticipate paying any cash
dividends on our common stock in the foreseeable future. We currently intend to retain all available funds and any
future earnings to fund the development and growth of our business. As a result, capital appreciation, if any, of our
common stock will be our stockholders’ sole source of gain for the foreseeable future.

If securities or industry analysts do not publish research or publish unfavorable research about our business, our
stock price and trading volume could decline.

The trading market for our common stock will depend in part on the research and reports that securities or
industry analysts publish about us or our business. We currently have two securities analysts and may never obtain
additional research coverage by other securities and industry analysts. If no additional securities or industry
analysts commence coverage of our company, the trading price for our stock could be negatively impacted. If we
obtain additional securities or industry analyst coverage and if one or more of the analysts who covers us
downgrades our stock or publishes inaccurate or unfavorable research about our business, our stock price would
likely decline. If one or more of these




Table of Contents

analysts ceases coverage of us or fails to publish reports on us regularly, demand for our stock could decrease,
which could cause our stock price and trading volume to decline.

We are an “emerging growth company” and we cannot be certain if the reduced disclosure requirements
applicable to “emerging growth companies” will make our common stock less attractive to investors.

We are an “emerging growth company,” as defined under the JOBS Act. For so long as we are an “emerging
growth company,” we intend to take advantage of certain exemptions from reporting requirements that are applicable
to other public companies that are not “emerging growth companies” including, but not limited to, compliance with
the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations
regarding executive compensation in our periodic reports and proxy statements, and exemptions from the
requirements of holding a nonbinding advisory vote on executive compensation and stockholder approval of any
golden parachute payments not previously approved.

We could be an “emerging growth company” for up to five years, although we may lose such status earlier,
depending on the occurrence of certain events. We will remain an “emerging growth company” until the earliest to
occur of (i) the last day of the fiscal year (a) following the fifth anniversary of our initial public offering conducted
after we became a reporting company under the Exchange Act pursuant to our registration statement on Form 10 (File
No. 000-23930), (b) in which we have total annual gross revenue of at least $1.07 billion or (c) in which we are deemed
to be a “large accelerated filer” under the Exchange Act, which means that the market value of our common stock that
is held by non-affiliates exceeds $700 million as of June 30th of the prior year, and (ii) the date on which we have
issued more than $1.0 billion in non-convertible debt securities during the prior three-year period.

We cannot predict if investors will find our common stock less attractive or our company less comparable to
certain other public companies because we will rely on these exemptions. If some investors find our common stock
less attractive as a result, there may be a less active trading market for our common stock and our stock price may be
more volatile.

Under the JOBS Act, “emerging growth companies” can delay adopting new or revised accounting standards
issued subsequent to the enactment of the JOBS Act until such time as those standards apply to private companies.
We have irrevocably elected not to avail ourselves of this exemption from new or revised accounting standards, and,
therefore, will be subject to the same new or revised accounting standards as other public companies that are not
“emerging growth companies.”

Sales of a substantial number of shares of our common stock in the public market by our existing stockholders
could cause our stock price to decline.

Sales of a substantial number of shares of our common stock in the public market or the perception that these
sales might occur, could depress the market price of our common stock and could impair our ability to raise capital
through the sale of additional equity securities. We are unable to predict the effect that sales may have on the
prevailing market price of our common stock.

Future sales and issuances of our common stock or rights to purchase common stock by us, including pursuant to
our equity incentive plans, could result in additional dilution of the percentage ownership of our stockholders
and could cause our stock price to decline.

We are generally not restricted from issuing additional common stock, including any securities that are
convertible into or exchangeable for, or that represent the right to receive, common stock. The market price of our
common stock could decline as a result of sales of common stock or securities that are convertible into or
exchangeable for, or that represent the right to receive, common stock or the perception that such sales could occur.

We expect that significant additional capital will be needed in the future to continue our planned operations,
including conducting clinical trials, commercialization efforts, expanded research and development activities and
costs associated with operating as a public company. To the extent we raise additional capital by issuing equity or
convertible
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securities, our stockholders may experience substantial dilution. We may sell common stock, convertible securities or
other equity securities in one or more transactions at prices and in a manner we determine from time to time. If we sell
common stock, convertible securities or other equity securities in more than one transaction, investors may be
materially diluted by subsequent sales. Such sales may also result in material dilution to our existing stockholders,
and new investors could gain rights superior to our existing stockholders.

Pursuant to our 2016 Equity Incentive Plan (the “2016 Plan”), our management is authorized to grant stock
options and other equity-based awards to our employees, directors and consultants. The number of shares available
for future grant under the 2016 Plan will automatically increase on January 1% of each year by up to 5% of all shares
of our capital stock outstanding as of December 31" of the preceding calendar year, subject to the ability of our board
of directors to take action to reduce the size of the increase in any given year. In addition, we may grant or provide
for the grant of rights to purchase shares of our common stock pursuant to our 2016 Employee Stock Purchase Plan
(“ESPP”). The number of shares of our common stock reserved for issuance under the ESPP will automatically
increase on January 1% of each calendar year by the lessor of 1% of the total number of shares of our common stock
outstanding on December 31* of the preceding calendar year and 30,000 shares, subject to the ability of our board of
directors to take action to reduce the size of the increase in any given year. Currently, we plan to register the
increased number of shares available for issuance under the 2016 Plan and ESPP each year. Increases in the number
of shares available for future grant or purchase may result in additional dilution, which could cause our stock price to
decline.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

On February 5, 2019, we entered into a share purchase agreement with certain shareholders of C3J, pursuant to
which we agreed to sell our common stock, in a private placement immediately following the closing of the Merger,
having an aggregate purchase price of $10.0 million (the “Financing”). An aggregate of 1,991,269 shares of our
common stock were issued in the Financing at a price of approximately $5.02192 per share. The shares of common
stock in the Financing were issued in reliance on the exemption from registration provided by Section 4(a)(2) of the
Securities Act, and such shares bear appropriate restrictive legends. In addition, the Financing Shares are subject to
the provisions of lock-up agreements.

Immediately following the closing of the Merger and the Financing, the former C3J security holders (including
the Investors) own approximately 76% of our common stock (of which approximately 20% was comprised of the
shares issued in the Financing to the Investors) and the security holders of AmpliPhi as of immediately prior to the

Merger owned approximately 24% of our common stock.

In connection with the Financing, we entered into a registration rights agreement, dated May 9, 2019, pursuant
to which we agreed to cause the Financing Shares to be registered for resale under the Securities Act.

Item 3. Defaults upon Senior Securities
None.

Item 4. Mine Safety Disclosures
Not applicable.

Item S. Other Information

None.
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Item 6. Exhibits

Number

Description

3.1

32

33

34

35

3.6

4.1
42

43

44

4.5

4.6

4.7

10.2

Amended and Restated Articles of Incorporation of the registrant, as amended (incorporated by
reference to Exhibit 3.1 to the Quarterly Report on Form 10-Q. filed on November 16. 2015).

Articles of Amendment to Articles of Incorporation of the Registrant (incorporated by reference to
Exhibit 3.1 to the Registrant’s Current Report on Form 8-K. filed on April 24, 2017).

Articles of Amendment to Articles of Incorporation of the Registrant (incorporated by reference to
Exhibit 3.2 to the Registrant’s Quarterly Report on Form 10-Q. filed on November 8, 2018).

Articles of Amendment to Amended and Restated Articles of Incorporation of the registrant
(incorporated herein by reference to Exhibit 3.1 to the Current Report on Form 8-K. filed on May 10,
2019).

Amended and Restated Bylaws of the registrant.

Articles of Merger, dated as of May 9. 2019 (incorporated herein by reference to Exhibit 3.2 to the
Current Report on Form 8-K. filed on May 10, 2019).

Reference is made to Exhibits 3.1, 3.2 and 3.3.

Form of Common Stock Certificate (incorporated herein by reference to Exhibit 4.1 to the Current
Report on Form 8-K. filed on May 10. 2019).

Form of Common Stock Warrant issued to purchasers in March 2015 private placement (incorporated
by reference to Exhibit 10.2 to the Current Report on Form 8-K. filed on March 19. 2015).

Form of Securities Purchase Agreement (incorporated by reference to Exhibit 99.3 to the Current
Report on Form 8-K., filed on June 1, 2016).

Form of Warrant to Purchase Common Stock issued to purchasers in May 2017 (incorporated by
reference to Exhibit 4.18 to the Registrant’s Registration Statement on Form S-1 (File No. 333-217169)).
Form of Pre-Funded Warrant issued to purchasers in October 2018 underwritten public offering
(incorporated by reference to Exhibit 4.18 to the Registrant Registration Statement on Form S-1 (File
No. 333-226959)).

Form of Warrant to Purchase Common Stock issued to purchasers in October 2018 underwritten
public offering (incorporated by reference to Exhibit 4.19 to the Registrant Registration Statement on
Form S-1 (File No. 333-226959)).

Form of Share Purchase Agreement by and among AmpliPhi Biosciences Corporation, C3J
Therapeutics. Inc. and certain shareholders of C3J Therapeutics, Inc.. dated as of February 5. 2019
(incorporated by reference to Exhibit 10.1 to the registrant’s Current Report on Form 8-K. filed with the
SEC on February 7, 2019).

Form of Company Lock-Up Agreement, dated January 3. 2019, by each of the parties named in each
agreement therein (incorporated by reference to Exhibit 10.3 to the registrant’s Current Report on
Form 8-K. filed with the SEC on May 10. 2019).
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103

104

10.5

10.6

10.7

10.8

109

10.10
10.11

10.12

10.13

10.14

31.1
312
32.1
322

101.INS

Form of C3J Lock-Up Agreement, dated January 3, 2019, by each of the parties named in each
agreement therein (incorporated by reference to Exhibit 10.4 to the registrant’s Current Report on
Form 8-K. filed with the SEC on May 10. 2019).

Registration Rights Agreement. dated as of May 9, 2019. by and among Armata Pharmaceuticals, Inc.
and the Investors. (incorporated by reference to Exhibit 10.1 to the registrant’s Current Report on
Form 8-K. filed with the SEC on May 10. 2019).

Employment Agreement. dated October 1. 2018, between C3J Therapeutics, Inc. and Todd R. Patrick
(incorporated by reference to Exhibit 10.2 to the registrant’s Current Report on Form 8-K. filed with the
SEC on May 10. 2019).

Amendment to Employment Agreement, dated as of January 16, 2019, between C3J Therapeutics, Inc.

and Todd R. Patrick (incorporated by reference to Exhibit 10.3 to the registrant’s Current Report on
Form 8-K. filed with the SEC on May 10, 2019).

Form of Director Appointment Letter (incorporated by reference to Exhibit 10.4 to the registrant’s
Current Report on Form 8-K. filed with the SEC on May 10, 2019).

Armata Pharmaceuticals. Inc. 2016 Equity Incentive Plan, as amended (incorporated by reference to
Exhibit 99.1 to the registrant’s Registration Statement on Form S-8. filed with the SEC on June 10,
2019).

Form of Stock Option Grant Notice, Option Agreement and Notice of Exercise under the Armata
Pharmaceuticals, Inc. 2016 Equity Incentive Plan.

Armata Pharmaceuticals. Inc. 2016 Employee Stock Purchase Plan.

Research Collaboration and Option to License Agreement. effective as of May 24, 2017, by and
between Synthetic Genomics, Inc. and Merck Sharp & Dohme Corp.*

Asset Purchase Agreement, dated as of February 14, 2018, by and between C3J Therapeutics, Inc.,
Synthetic Genomics, Inc. and Synthetic Genomics Vaccines, Inc., as amended by Amendment to

Asset Purchase Agreement, made and entered into as of December 20, 2018.*

Form of Company Support Agreement, dated January 3, 2019, by and between C3J Therapeutics and
each of the parties named in each agreement therein (incorporated by reference to Exhibit 10.1 to the
registrant’s Current Report on Form 8-K. filed with the SEC on January 4. 2019).

Form of C3J Therapeutics Support Agreement. dated January 3. 2019. by and between the registrant
and each of the parties named in each agreement therein (incorporated by reference to Exhibit 10.2 to
the registrant’s Current Report on Form 8-K. filed with the SEC on January 4. 2019).

Certification of Principal Executive Officer required by Rule 13a-14(a) or Rule 15d-14(a).

Certification of Principal Financial Officer required by Rule 13a-14(a) or Rule 15d-14(a).

Certification of Principal Executive Officer Required by Rule 13a-14(b) or Rule 15d-14(b) and 18 U.S.C.
1350.

Certification of Principal Financial Officer Required by Rule 13a-14(b) or Rule 15d-14(b) and 18 U.S.C.
1350.

XBRL Instance Document.
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101.SCH XBRL Taxonomy Extension Schema Document.

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document.
101.DEF XBRL Taxonomy Extension Definition Linkbase Document.
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document.
101.LAB XBRL Taxonomy Extension Label Linkbase Document.

*Certain identified information in the exhibit has been omitted because it is both (i) not material, and (ii) would likely
cause competitive harm if publicly disclosed.

49




Table of Contents

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned thereunto duly authorized.
ARMATA PHARMACEUTICALS, INC.
Date: August 14,2019 By /s/ Todd R. Patrick

Name: Todd R. Patrick

Title: Chief Executive Officer

(Principal Executive Officer)
By /s/ Steve R. Martin

Name: Steve R. Martin
Title: Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXECUTIVE OFFICERS AND DIRECTORS

Set forth below is a list of Armata’s directors and executive officers,
including their position with Armata and principal occupation or
employment of each such person outside of Armata.

Todd R. Patrick
Chief Executive Officer and Director — Class 111

Brian Varnum, Ph.D.
President and Chief Development Officer

Steve R. Martin
Chief Financial Officer

Duane Morris
Vice President, Operations

Richard J. Bastiani, Ph.D.
Chairman of the Board — Class IlI
Retired

Richard Bear
Director — Class Il
Chief Financial Officer of CRH Medical Corporation

Jeremy Curnock Cook
Director — Class 111
Chairman of International BioScience Managers Limited; Managing
Director of BioScience Managers Pty Ltd

H. Stewart Parker
Director — Class 1l
Principal of Parker BioConsulting

Joseph M. Patti, Ph.D.
Director — Class |
President, Chief Executive Officer and Director of Agilvax, Inc.;
President of JP Biotech Advisors, Inc.

Michael S. Perry, D.V.M., Ph.D.
Director — Class |
Chief Executive Officer and Director of Avita Medical Limited; U.S.
Managing Director of BioScience Managers Pty Ltd

Todd C. Peterson, Ph.D.
Director — Class Il
Chief Scientific Officer at the Allen Institute

STOCKHOLDER
INFORMATION

Corporate Offices

Armata Pharmaceuticals, Inc.
4503 Glencoe Avenue
Marina del Rey, CA 90292
(310) 665-2928

Common Stock

Armata’s common stock is traded
on the NYSE American under the
symbol “ARMP.”

As of October 11, 2019, Armata
had approximately 142 holders of
record.




