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PART |
Preliminary Note Regarding Forward-Looking Statemens

This Form 10-K and our 2014 Annual Report contaimrd-looking statements within the meaning oft®@c27A of the Securities Act
of 1933, as amended (Securities Act), and Sectldhdt the Securities Exchange Act of 1934, as ameérfExchange Act). Forward-looking
statements are inherently subject to risks, uniceita and potentially inaccurate assumptions. Stiatements give our current expectations ol
forecasts of future events; they do not relatetyrio historical or current facts. All statementier than statements of historical fact could be
deemed forward-looking statements, including, withonitation, any expectations of revenue, expsnsash flows, earnings or losses from
operations, capital or other financial items; atatesments of the plans, strategies and objectizesanoagement for future operations; any
statements concerning product research, developameintommercialization timelines; any statemengsxpiectations or belief; and any
statements of assumptions underlying any of thegfming. We often, although not always, identifywfard-looking statements by using words

” o ” o« ”

or phrases such as the following: “likely”, “exp&cintend”, “anticipate”, “believe”, “estimate”, glan”, “project”, “forecast” and “outlook”.

We cannot guarantee that the results and othecttmns expressed, anticipated or implied in amwérd-looking statement will be
realized. The risks set forth under Item 1A of thism 10-K describe major risks to our businesd,yau should read and interpret any
forward-looking statements together with thesestigkvariety of factors, including these risks, lcbcause our actual results and other
expectations to differ materially from the antidigé results or other expectations expressed, patail or implied in our forward-looking
statements. Should known or unknown risks mategalr should our underlying assumptions provedueate, actual results could differ
materially from past results and those anticipaéstimated or projected in the forward-lookingetie¢nts. You should bear this in mind as you
consider any forward-looking statements.

Our forward-looking statements speak only as ofddes on which they are made. We do not undeetakebligation to update any
forward-looking statement, whether to reflect nefoimation, future events or otherwise. You areisely, however, to consult any further
disclosures we may make in our future reports @SEC on our website, www.psivida.com, or otherwise

ITEM 1. BUSINESS
Introduction

We develop tiny, sustained-release products dedigndeliver drugs and biologics at a controlled ateady rate for weeks, months or
years. Our strategy is to use our Durasert™ ankdabetr™ drug delivery technologies to independetidlyelop products that deliver prov
drugs and biologics, while continuing to leveralgese technologies through collaboration and licagseements. We are focused on treatmer
of chronic diseases of the back of the eye andlamexploring applications outside ophthalmola@yr lead product candidate Medidifris
in a pivotal Phase Il clinical trial, our leaddigsed product ILUVIEN has been approved in the European Union (EU) apdriding approv:
with the U.S. Food and Drug Administration (FDAhdeour pipeline includes potential product candidat earlier stages of development. Ou
Durasert technology is the basis of three of the fmustained-release products for treatment afaktiseases currently approved in the U.S. o
EU.

Mediduris an injectable, sustained-release micro-insesigthed to treat chronic, non-infectious uveitieafing the posterior segment of
the eye (posterior uveitis) over a period up teé¢hyears. Medidur uses the same Durasert microtinsed in ILUVIEN (same polymers, same
drug and same dose) and delivers a lower doseecfaime drug as our FDA-approved Reti8ert for piosteveitis, which is licensed to
Bausch & Lomb. Although we originally planned tekd-DA approval of Medidur based on two Phaselitiical trials, we now expect to se
approval based on safety and efficacy data fronsmgle ongoing Phase Ill trial, with supplememfaiical data from a planned study of the
safety and usability of our proprietary insertétLUVIEN ®is approved by the FDA later this year.eplan to have a confirmatory meeting
with the FDA with
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respect to our regulatory strategy. If the FDA doesapprove this regulatory strategy, we may leired to complete a second Phase Il trial
for Medidur in order to submit for FDA approval, iwh would increase the development time and coMedidur. We are developing Medidur
independently.

ILUVIEN, our lead licensed product, is an injectable,anstl-release micro-insert that provides treatrogat a period of up to three
years of vision impairment associated with diabetacular edema (DME). ILUVIEN is licensed to antéddoy Alimera Sciences, In
(Alimera), and we are entitled to a share of thiepnefits (as defined) from Alimera’s sales of ILLBN on a country-by-country basis. We are
also entitled to a one-time $25.0 million milestgayment from Alimera if ILUVIEN is approved by ti#DA.

ILUVIEN is commercially available in the United Kgdom (U.K.) and Germany for the treatment of chtddME considered
insufficiently responsive to available therapias] @limera expects to launch in France and Portirglate 2014. ILUVIEN has marketing
authorization in six other EU countries and is pegauthorization in seven more EU countries.

Alimera is also seeking marketing approval of ILUIEN for DME in the U.S. Alimera entered into labglidiscussions with the FDA in
December 2013 and refiled the New Drug Applicafid®A) with the FDA in March 2014. The FDA set a Bedption Drug User Fee Act
(PDUFA) goal date of September 26, 2014. The resdion responded to issues raised in the FDA's I@xt8013 Complete Response Letter
(CRL).

Alimera also entered into an exclusive agreemetit avithird party for distribution, regulatory areimbursement matters of ILUVIEN f
DME in Australia and New Zealand.

Our pre-clinical research is primarily focused am ©ethadur and Durasert technology platforms. Véesaeking to develop products
using Tethadur, part of our BioSilicon™ technologyprovide sustained delivery of peptides, prageantibodies and other large biologic
molecules. We are also researching the use of atadert technology, in some instances in combinatith our BioSilicon technology, to
provide sustained delivery of therapeutic agentseat wet and dry Age-Related Macular Degenerg#diD), osteoarthritis and glaucoma, as
well as to provide systemic delivery of biologics.

Our FDA-approvedRetisertprovides sustained release treatment of postevigitis for approximately two and a half years asitidensec
to and sold by Bausch & Lomb. We receive royaltiem these sales.

Durasert™, Medidur™, Tethadur™ and BioSilicon™ aue trademarks. Retisett and Vitrasert are Baustlogb’s trademarks.
ILUVIEN ®and FAME® are Alimera’s trademarks. This Aral Report also contains trademarks, trade nanwsemice marks of other
companies, which are the property of their respedivners.

Information with respect to ILUVIEN reflects infomtion publicly disclosed by Alimera.

Fiscal 2014, fiscal 2013 and fiscal 2012 meanwevte months ended June 30, 2014, 2013 and 204 ctvely.

Strategy

Our strategy is to use our proprietary DurasertBeithadur drug delivery technology platforms toepdndently develop new drug
delivery products for already-approved drugs amdbigics that will provide better treatment of diseain the ophthalmic area and beyond,
while continuing to leverage our technology platfsrthrough collaborations and licenses with leagingrmaceutical and biopharmaceutical
companies, institutions and others. We believetechinologies can provide sustained, targeted dgloemany already-approved drugs and
biologics, resulting in improved therapeutic effeehess and better patient compliance and

2
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convenience, with reduced product developmentaigk cost for us. We believe our proven track recditiree approved products, all
providing sustained release of previously appraked)s, demonstrates the effectiveness of thisegtyat

» Develop Sustained Delivery of OtPatent Drugs and BiologicsMany drugs and biologics either are now or will sde off-
patent. It is estimated that over the next 7 ypatent coverage will end on products with world-evihles aggregating over $50
billion annually. We plan to use our technologytfsiems to develop products using off-patent andegerdrugs and biologics with
a significant market opportunity where less fredudosing through sustained delivery and/or reledshe treatment site through
targeted delivery would materially improve the effeeness or convenience of the original drugsiologics. We are optimistic th
our Tethadur technology can provide sustained dglief large biologic molecules, which currentiyhnat be effectively delivered
by other sustained delivery technologies. By foegsin delivery of already-approved drugs and bicgparticularly those
requiring shorter clinical trials, we believe waenaainimize the risks and financial investment reedifor product approva

» Continue Partnering with Leading Biopharmaceuticaland Pharmaceutical CompaniesWe intend to continue to partner with
leading biopharmaceutical and pharmaceutical compamstitutions and others, where patent prateciievelopment and
regulatory costs, expertise or other factors makesirable for us to have a partner. For exampéy drugs and biologics that
might be more effectively delivered by our platforeechnologies, whether as a result of less freqdesing, targeted delivery or
otherwise, have extended patent protection, whichdcmake collaborations with the patent holdersetive. We might also
partner the development of products, includingpfent drugs and biologics, that could materiadipddfit from sustained delivery,
but would require expensive clinical trials or aréreatment areas outside of our technical exg®rilVe may also partner with
companies where our drug delivery technologiesdoffer an improved product and effectively extéinel patent protection on
drugs coming otpatent.

« Expand Beyond Ophthalmology While we continue to focus on our core ophthalnimpetency, we are also studying treatment
of diseases in other areas where we believe ohntdogy platforms could provide a significant adizye. For example, we are
studying the potential use of our technologiesrthapedics, as well as in systemic release of ffearic agents

Market Opportunity for Delivery of Drugs and Biologics

We have developed and continue to develop prodboatsaddress issues inherent in the delivery asland biologics. The efficacy of a
therapeutic agent (small drug molecule or biologepends on its distribution to, and reaction witle, targeted tissue and other tissues in the
body, duration of treatment and clearance fronbtbdy. In an ideal treatment, the appropriate amotidtug or biologic is delivered to the
intended tissue at an adequate concentration aidaimed in the location, and with an appropriaiaaentration, for a sufficient period of tir
without causing adverse effects to other tissuesoAdlingly, the manner in which a drug or biologiclelivered can be an important elemer
the ultimate therapeutic value of the treatment.

Drugs are frequently administered systemically tat dosing, infusion or injection and subsequedispersed throughout the body via
the circulatory system. In the case of many dragstemic administration does not deliver them eoititended site with an appropriate
concentration for a sufficient period of time otiders them in a concentration that disperses tdoldy, thereby not achieving the maximum
potential therapeutic benefit. Because systemialivered drugs disperse throughout the body, tien are administered at higher dosage
levels to achieve sufficient concentrations atithended sites. Some areas of the body, such a&y#e joints, brain and nervous system, have
natural barriers that impede the movement of dtaglose areas, requiring the administration oh&igloses of systemically delivered drugs.
These dosage levels can cause harmful side effées the drugs interact with other tissues. Todigsues of systemic delivery, drugs ma
administered locally to the targeted site, typical injection. However, maintaining a sufficiemncentration at the targeted site over time
typically requires timely and repeated administratdof systemically and locally delivered drugs.

3
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Biologics generally cannot be administered ordilyt instead are administered by injection or irdasand require repeated injections or
infusions to maintain appropriate levels over tharse of treatment. Due to their size and complekihas been difficult to develop sustained-
release formulations for biologics.

Patients often do not receive drugs or biologicshenschedule prescribed, or at all, because theyotiself-administer them or do not go
to medical professionals for administration as nesgli The risk of patient noncompliance increaassto various factors, such as treatment
with multiple products, complex or painful dosiregimens, patient age, cognitive impairment or siriiness, and length and expense of
treatment. Repeated administration by injectiomfursion can result in serious infections and ott@nplications.

Treating retinal diseases is a significant chakefuy drug delivery. Due to the effectiveness @f hood/eye barrier, it is difficult for
systemically administered drugs to reach the ratirsufficient quantities to have a beneficial effeithout causing adverse side effects to ¢
parts of the body. Injecting drugs or biologicsalution directly into the back of the eye can aghieffective, but often transient, dosage le
in the eye, requiring repeated injections. Sigaificophthalmic biologics, such as Macu@en (pegéptodium), Lucenti® rénibizumab) an
EYLEA @ (afilbercept), are injected into the eye eegjiently as every four weeks. In addition to gsues of inconvenience, cost and
noncompliance, repeated intravitreal injectionsenanedical risks, including intraocular infectiomrforated sclera, vitreous hemorrhage and
cataract formation.

Due to the drawbacks of traditional drug and bialatglivery, the development of methods to delidergs and biologics to patients in a
more precise, controlled fashion over sustainetgsrof time is a medical goal. Methods for sustdidrug delivery include oral and injecta
controlled-release products and skin patches #&kt ® improve the consistency of the dosage awer &and extend the duration of delivery.
However, most of these methods cannot provide aanstontrolled dosage or sufficient duration dfvdy, particularly in diseases that are
chronic or require precise dosing. Moreover, skitthes and oral products still have issues of Byistdelivery. There are currently very few
approved sustained-delivery products for biologics.

Our Technology Systems and Products

Our two core technology platforms, Durasert andh@eutr, have attributes that can address the isgisestained delivery for ophthalmic
and other product candidates:

. Extended Deliver. Our technology platforms can deliver therapeuticpredetermined periods of time ranging fromglayyears.
We believe that uninterrupted, sustained delivéfgre the opportunity to develop products that the need for repeated
applications, thereby reducing the risks of patrricompliance and adverse effects from repeatedhéstrations.

. Controlled Release Raté@ur technology platforms can release therapeatiessustained, controlled rate. We believe thiat t
feature allows us to develop products that delpgimal concentrations of therapeutics and elingreadcessive variability in dosir
over time.

. Localized Deliven. Our technology platforms can deliver therapeudicsctly at a target site. This administration edlow the
natural barriers of the body to isolate and agsistaintaining appropriate concentrations at thgetsite in an effort to achieve the
maximum therapeutic effect while minimizing unwahsystemic effects

Durasert Technology System

Our three approved products, as well as Medidw different generations of our Durasert technolpiggform to provide sustained,
localized delivery of drugs to the back of the dpeour Durasert products, a drug core is surrodwi¢h one or more polymer layers, and the
permeability of those layers and other aspecthefiesign of the product control the rate and éuradf the drug release. By changing elem
of the design, we can alter both the rate and duratf release to meet different therapeutic ne€ds.later generation Durasert products and
product candidates are injected at the targetwshde early generations were surgically implanted.

4
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The portfolio of our Durasert approved products kate-stage product candidates includes:

Product Disease Stage of Developmen Partner
ILUVIEN DME EU-approved (10 countries) for chronic DME; U.S. —  Alimera
under FDA review (PDUFA date of September 26, 2(
Retisert Posterior uveitis FDA-approved; commercialized since 2( Bausch & Lomk
Vitrasert CMV Retinitis FDA-approved; commercialized from 1996 through 201Bausch & Lomb
(patent expiration
Medidur Posterior Uveitis Phase llI Developed by
pSivida

Medidur for Posterior Uveitis

Medidur, our lead development product, is an igbld, sustained-release micro-insert designeat & posterior uveitis over a period of
up to three years. Posterior uveitis is an inflaramadisease of one of the linings in the posteoiothe eye, which can cause sudden or gradu
vision loss. The Medidur micro-insert delivers ftirmolone acetonide (FAc), a corticosteroid curnened in Retisert. Medidur uses the same
micro-insert delivering the same drug at the samte with the same polymers as the micro-insert usddJVIEN for DME. In contrast,
Retisert delivers a higher dose of the same drdgrvamst be surgically inserted into the eye. Medidiliralso use a different inserter with a
smaller needle than ILUVIEN. We are developing Mediindependently and have not licensed the righidedidur for posterior uveitis to
Alimera or any other third party.

In June 2013, we initiated a pivotal Phase Illicihtrial of Medidur for the treatment of postarigveitis. This trial includes clinical sites
in the U.S., Europe, Israel and India and is exggbtt enroll 120 patients. The primary end-poineisurrence of posterior uveitis at 12 months
We currently anticipate that enroliment will be qaleted in the first calendar quarter of 2015. TB&\Fhas confirmed that we will be able to
reference much of the data, including the clingafkety data, from Alimera’s Phase Il trials of MUEN for DME, which we are permitted to
do under our agreement with Alimera. If the resafteur trial are positive, and if the FDA approVeBVIEN, we believe we will be able to
seek FDA approval on the basis of this one Phagadl together with additional clinical data froaplanned study of the use of our proprie
inserter. While we believe the FDA will permit wsgursue this regulatory strategy, we plan to leeenfirmatory meeting with the FDA after
the PDUFA date for ILUVIEN. If the FDA does not apge our regulatory strategy, we may be requirecbtoplete a second Phase Il trial for
Medidur in order to submit for FDA approval. We n@ynduct additional clinical studies to supportulagpry filings outside the U.S.

Because Medidur delivers the same drug as our Fipkeaed Retisert product for posterior uveitishaltgh at a lower dose, we are
optimistic that Medidur will show efficacy compatalio Retisert. Further, as Medidur uses the sameornsert as ILUVIEN, we expect to
observe a sideffect profile in posterior uveitis patients thatsuperior to that observed for Retisert and coaiparto ILUVIEN for DME. As ¢
result, although we cannot be certain, we are agticrthat Medidur will be efficacious for posterioveitis with a more favorable risk/benefit
profile and fewer side effects than Retisert.

Early interim data from an investigator-sponsorentiy of Medidur are consistent with this hypotheSisis three-year study is evaluating
the safety and efficacy of Medidur in up to 12 gats with posterior uveitis. Interim results wereasured on the twelve-month anniversary of
the start of enrollment. Through this period, nohéhe eyes receiving Medidur experienced a reogeef posterior uveitis, and inflammation
was reduced in all of these eyes. In contrastaatrol (untreated) eyes had either a recurrenp®@sterior uveitis or a worsening of
inflammation. Furthermore, at the last follow-ugitvreported in the interim results, best correcstisdal acuity (on the Early Treatment
Diabetic Retinopathy Study eye chart) improved byaerage of more

5
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than nine letters in treated eyes, while untreatezs declined by an average of one letter. Intdata showed that Medidur was well tolerated,
and the observed safety profile was consistent thigtshort-term safety profile reported in clinisaldies of ILUVIEN in DME eyes. Only one
eye receiving Medidur experienced an increasetiadcular pressure (IOP) above the normal rangegtfe ultimately required a surgical
procedure to control elevated IOP.

Medidur is easier to administer than Retisert beealis injected in an office visit, while Retisés implanted in a surgical procedure.

In the U.S., posterior uveitis has been estimateaffect approximately 175,000 people and be resiptenfor approximately 30,000 cases
of blindness, making it the third largest causelofdness in the U.S.

ILUVIEN for DME

ILUVIEN is an injectable, sustained-release miorsert delivering FAc over a period of up to 3 ysefar the treatment of DME. DME i
disease of diabetics where leaking capillariesltésswelling in the macula, the most sensitivet jpdi the retina, and it is a leading cause of
blindness in most developed countries in the wadge population.

ILUVIEN is licensed to Alimera. ILUVIEN is currenticommercially available from Alimera in the U.Kn&aGermany for the treatment
of vision impairment associated with chronic DMEsilered insufficiently responsive to availableréipges. Under our arrangement with
Alimera, we are entitled to share in net profits dafined) on sales of ILUVIEN by Alimera on a ctyrby-country basis. See “Strategic
Collaborations—Alimera” below. Alimera completedad86-month Phase llI clinical trials (the FAME Syidwhich involved 956 patients in
sites in the U.S., Canada, Europe and India, tesaghe efficacy and safety of ILUVIEN in the treaht of DME. Combined enrollment of the
FAME Study was completed in October 2007, the 24vimalinical readout was received in December 2@08@, 36-month follow-up was
completed in October 2010.

The status of marketing approvals and commerci#izaf ILUVIEN is as follows:

European Union. Alimera commenced commercial sales of ILUVIEN ie th.K. and Germany in the second quarter of 20t3as
reported plans to launch in France and Portugiatén2014. ILUVIEN has marketing authorization ix additional EU countries: Austria, Ita
Spain, Norway, Denmark and Sweden. These markatittgprizations followed a favorable determinatiémjoprovability for the treatment of
vision impairment associated with chronic DME collesed insufficiently responsive to available thézapnder the EU’s Decentralized
Procedure (DCP) and, as of June 2014, under the Mutual Recognition Procedure (MRP). ILUVIEN isating marketing authorization in
the national phase under the MRP in seven counBiggium, Czech Republic, Finland, Ireland, Luxemiy, Netherlands and Poland. As par
of this approval process, Alimera committed to amtidh five-year, post-authorization, open labelsieg study of ILUVIEN in 800 patients
with the labeled indication.

In November 2013, the National Institute for Healtld Care Excellence (NICE) in the U.K. recommend&t/IEN as a treatment
option for patients with chronic DME consideredufiiiently responsive to available therapies whkwd previously undergone cataract
surgery, subject to a simple patient access scliEm®). As a result, ILUVIEN became available toshgatients under the U.K.’s National
Health Service (NHS). Further, in February 2014, $itottish Medicines Consortium accepted ILUVIENUse within the NHS Scotland for
treatment of patients with chronic DME considenesbifficiently responsive to available therapies vave previously undergone cataract
surgery and for certain retreatments, subjectdionple PAS.

In Germany, Alimera was able to launch ILUVIEN vatht price restrictions, but continues to work wkrmany’s statutory health
insurance funds to streamline reimbursement.

In France, the Transparency Commission (Commisdéola Transparence or CT) of the French NationalltHeAuthority (Haute Autorit
de Santé) issued a favorable opinion for the reisgment and hospital listing
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by the French National Health Insurance of ILUVIENM the treatment of chronic DME considered instiéfintly responsive to available
therapies and despite optimized management of @igbka France, once Alimera agrees on a price thétFrench authorities, patients will be
reimbursed for 100% of the cost of ILUVIEN undeifédtion de Longue Dug e, a program for severe chronic disease, suchahgtdis.

United States.Alimera resubmitted the NDA for ILUVIEN for DME tthe FDA in March 2014, and the FDA set a PDUFA gtsk of
September 26, 2014.

The NDA was originally filed in June 2010 and resitted with revisions in May 2011 and April 2013address matters raised in the
FDA's first two CRLs. The most recently resubmitted Ni2&ponded to the October 2013 third CRL from tBé Fwhich stated that the ND
could not be approved in its then present form. FDé identified clinical and statistical deficiersi and indicated that the benefits of
ILUVIEN did not outweigh its risks. Further, the PDndicated that results from a new clinical tnabuld need to be submitted, together with
at least 12 months of followp data for all enrolled patients, to support deriadications previously discussed by Alimera witie FDA. In the
third CRL, the FDA also referenced deficiencietha methods and controls used for the drug proauttte facility where ILUVIEN is
manufactured.

In the third CRL, the FDA suggested that a meetiith the Dermatologic and Ophthalmic Drugs Advis@gmmittee, which was
subsequently scheduled for January 2014, might besistance in addressing the deficiencies idedtibove and providing advice whether a
patient population could be identified in which thenefits of the drug product might outweigh treksi Alimera believes it clarified with the
FDA that the purpose of the Advisory Committee rimggtvas to consider the benefits and risks of ILBMIbased on existing data available
from the completed FAME Study clinical trials. A eting of Alimera and the FDA in preparation for #h@visory Committee meeting resulted
in labeling discussions for ILUVIEN, and Alimeradathe FDA agreed that the Advisory Committee megetias no longer necessary.

Alimera’s March 2014 resubmission of the NDA foldVIEN included responses to questions raised irthird CRL, addressed
deficiencies noted in the methods and controls €methe drug product at the facility where ILUVIEBImanufactured and provided a safety
update, which included commercial experience WIH\YIEN in the EU. In April 2014, Alimera was notéd by the FDA that the resubmission
of its NDA qualified as a complete class 2 respdogée third CRL. Alimera does not plan to condaicy new clinical trials in connection wi
the FDA's review of this submission. FDA approvalldJVIEN would entitle us to a onéme $25.0 million milestone payment from Alime
In April 2014, Alimera entered into a $35.0 milliterm loan agreement with Hercules Technology GnoBapital (Hercules) under which
Hercules will advance $25.0 million to fund the esilone payment obligation if the FDA approves ILBMIon or before October 31, 2014 :
certain other conditions are satisfied.

Australia and New Zealand.In April 2014, Alimera entered into an exclusiveegment with Specialized Therapeutics AustraliaX5T
for the distribution of ILUVIEN in Australia and NeZealand. STA is responsible for regulatory anchieeercial matters, including marketing
approval and reimbursement, in those countries.abineement between Alimera and STA includes a initespayment to Alimera upon
achievement of a public reimbursement listing, Bndlties based on net sales, which will incredsesiales target is met. We are entitled to
20% of any royalties and 33% of any other paymssiteived by Alimera, including any milestone paymen

Other Diseases Alimera is not currently studying the use of ILUBN to treat any ophthalmic diseases other than DME

Retisert for Posterior Uveiti

Retisert is approved in the U.S. for the treatnudiposterior uveitis. Retisert is surgically impied through a 3-4 mm incision and
delivers sustained levels of FAc for approximat&ymonths. Retisert was
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approved as an orphan drug in 2005, which providedeven-year exclusive marketing rights. Retigelitensed to Bausch & Lomb, which
sells the product in the U.S. and pays sales-basedties to us.

Vitrasert for CMV Retinitis

Vitrasert, our first product, was approved in th&Land the EU for the treatment of CMV retiniishlinding eye disease that occurs in
individuals with advanced AIDS. Vitrasert, whichsigrgically implanted through a 5-6 mm incisiomyides sustained delivery of the amiial
drug ganciclovir for six to eight months. Vitrasers originally licensed to and sold by Chiron Gogtion and subsequently to and by
Bausch & Lomb. During fiscal 2013, Bausch & Lombatintinued sales of Vitrasert following patent expon.

Tethadur Technology System

Our Tethadur technology system utilizes BioSilicariully-erodible, nanostructured elemental silicdasigned to provide sustained
delivery of large biologic molecules, including pieles, proteins and antibodies. The size of thepand surface area of the BioSilicon is
manufactured using nanotechnology to accommodspeeific protein, peptide or antibody molecule.usgension of the specific biologic
loaded into BioSilicon in solution is injected irttee patient. Over a pretermined period, the BioSilicon erodes and tldolgic molecules ar
released from the pores on a sustained basis. Wewd¢hat by varying the pore size and surfaca afelethadur, the release rate of antibodie
and other therapeutics loaded into Tethadur casohtolled, which could permit sustained delivefyantibodies and other therapeutics that
currently must be delivered by frequent injectiofise system is biocompatible and biodegradableSBamn can also be designed to deliver
smaller molecules.

Development Pipelin

Our pre-clinical research is focused on using athadur and Durasert technology platforms, aloria oombination, to deliver
therapeutic agents to treat wet and dry AMD, ostloiéis and glaucoma, as well as to provide systatalivery of biologics. A micro-insert
delivering Latanoprost for the treatment of glauecsnd ocular hypertension is subject to an optioRfizer.

Feasibility Study Agreements

We have entered into feasibility study agreemertitis various companies, some of which are fundeéytduate our Durasert and
Tethadur and other BioSilicon technology systemgHe treatment of various ophthalmic and otheealkes.

Strategic Collaborations

We have entered into a number of collaborationibeeagreements to develop and commercialize odupt@andidates and
technologies. In all of our collaboration agreemsente retain the right to use and develop the uyidgrtechnologies outside of the scope of
the exclusive licenses granted.

Alimera

In a February 2005 collaboration agreement, as dettand restated in March 2008, we granted Alimaaraxclusive worldwide license
to manufacture, develop, market and sell ILUVIEN thee treatment and prevention of human eye diseatber than uveitis. We also granted
Alimera a worldwide non-exclusive license to mamtiige, develop, market and sell certain additi@alasert-based products (1) to deliver a
corticosteroid and no other active ingredient lajract delivery method to the back of the eye sofet the treatment and prevention of eye
diseases in humans other than uveitis or (2) &t ME in humans by delivering a compound by adlidelivery method through an incision
no smaller than that required for a 25-gauge @elaneedle. The
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non-exclusive license is limited to those produictg among other things (i) have a drug core withpolymer layer (with certain limitations
regarding chemically bonded combinations of actigents), and (ii) are approved, or designed tgpeoaed, to deliver a corticosteroid and
other active ingredient by a direct delivery to guessterior portion of the eye, or to treat DME glidering a compound by a direct delivery
through an incision required for a 25-gauge ordargeedle. We are not permitted to use, or gréinease to any third party to use, the license
technologies to make or sell any products thabakgould be subject to the non-exclusive licensmtgd to Alimera.

Alimera has complete financial responsibility foetdevelopment of licensed products and regulatobynissions under the collaboration
agreement.

Alimera has agreed to pay us a one-time $25.0aniltilestone within 30 days following the first gret to be approved by the FDA
under the collaboration agreement. In addition aveeentitled to receive 20% of any net profitsdened) on sales of each licensed product
(including ILUVIEN) by Alimera, measured on a quarby-quarter and country-by-country basis. Alimeray recover 20% of previously
incurred and unapplied net losses (as defined)dormercialization of each product in a country Hgetting up to 4% of the net profits earned
in that country for that product each quarter, @ffely reducing the Company’s profit share to leats than 16% until those net losses are
recouped. If Alimera sublicenses commercializatioany country, we are entitled to 20% of royaltesl 33% of non-royalty consideration
received by Alimera, less certain permitted deaunti

Either party may terminate the collaboration agreetnfior the other party’s uncured material breaotien various conditions and upon
various bankruptcy events. We may terminate thialotation agreement with respect to a particutadpct if Alimera naotifies us that it is
abandoning or has abandoned such product, in valaish the agreement provides for specific, exclusimedies.

Pfizer

Our June 2011 Amended and Restated Collaboratiged®eh and License Agreement with Pfizer (the Resstafizer Agreement)
provides Pfizer an exclusive option, under variousumstances, to license the development and coomfization of a sustained release
bioerodible implant to deliver latanoprost by sutjoactival injection (the Latanprost Product) wavide for human ophthalmic disease or
conditions other than uveitis. Under the RestafizbPAgreement, at our discretion and expensecavedevelop the Latanoprost Product
through Phase Il clinical trials. If we cease depehent, or if we commence and complete Phasenliceli trials, Pfizer may exercise its option
at either juncture in exchange for payments of@ibed, but different levels of, license fee antieptial future milestones plus royalties. If
Pfizer does not exercise any such option, the RebRfizer Agreement will automatically be termatht

Either Pfizer or we may terminate the RestateddPigreement for various reasons, including indhent of a material breach of this
agreement that is not cured within the applicable period or if the other party enters into bapkey or similar proceedings. Pfizer may
terminate this agreement at its sole discretiof®days’ notice. In the event Pfizer so terminabesf we terminate for Pfizer's material
breach, we have the right to develop and commézeitihe Latanoprost Product.

The Restated Pfizer Agreement replaces all ofitifeés and obligations under a 2007 Research arehkiE Agreement, except for
confidentiality and indemnification provisions. \kegained all rights to our intellectual propertyopphthalmic applications previously included
in the original Pfizer agreement other than purst@the Restated Pfizer Agreement.

Pfizer owned approximately 6.3% of our outstanditagk as of August 31, 2014.
9
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Bausch & Lomb

Under a 2003 amended license agreement, Bauschn® lhas a worldwide exclusive license to make atidaefirst-generation
products (which, as defined in the agreement, dedlRetisert) in return for royalties based onssaMe agreed with Bausch & Lomb not to
develop, license or commercialize a product desigogeceive regulatory approval to treat uveltig, only for so long as Bausch & Lomb is
actively commercializing a product the net salew/lich bear the base royalty payable to us thabisubject to any royalty reduction or offset
and Bausch & Lomb has not developed or commereidla& uveitis product that does not bear such riegalthis agreement also covered
Vitrasert prior to patent expiration. Bausch & Lowdn terminate its agreement with us without pgretlany time upon 90 days’ written
notice.

Enigma Therapeutics

Under a December 2012 license agreement, amende@stated in March 2013, Enigma Therapeutics leich{Enigma) acquired an
exclusive, worldwide, royalty-bearing license fbe tdevelopment of BrachySil (how named OncoSil™BjasSilicon product candidate for the
treatment of pancreatic and other types of camerreceived an upfront fee of $100,000 and aréledtio an 8% sales-based royalty, 20% of
sublicense consideration and milestones basedgne@afe product sales. Enigma is obligated to pagnaual license maintenance fee of
$100,000, creditable during each ensuing twelvetmpariod against reimbursable patent maintenaosts @nd sales-based royalties. The firs
annual license maintenance fee of $100,000 wasipdianuary 2014. Enigma has the right to termiitatéicense upon 60 days prior written
notice.

Research and Development

Our clinical and pre-clinical research programsnatiily consist of ophthalmic applications of ouchaology systems. Our research and
development expenses totaled $9.6 million in fitdl4, $7.0 million in fiscal 2013 and $7.0 millianfiscal 2012. Of these amounts, $8.2
million in fiscal 2014, $5.4 million in fiscal 201@nd $4.2 million in fiscal 2012 were incurred &msts of research and development personne
clinical and pre-clinical studies, contract sersicesting and laboratory facilities. The remaingxgense of $1.4 million in fiscal 2014, $1.6
million in fiscal 2013 and $2.8 million in fiscaD22 consisted of non-cash charges for amortizationtangible assets, depreciation of
property, plant and equipment and stock-based cosgtien expense specifically allocated to reseanthdevelopment personnel. In addition,
during fiscal 2012 we recorded a $14.8 million imgéble asset impairment write-down, which is cliedias a separate category of operating
expenses in the consolidated statements of commstecioss.

Intellectual Property

Our intellectual property rights are crucial to dusiness. We hold or are licensed patents relatiiogir core technology systems in the
United States and other countries. The followiriiegrovides general details relating to our owaed licensed patents (including both pat
that have been issued and applications that haare &&cepted for issuance) and patent applicat®o$ August 31, 2014:

United State: United State: Foreign Foreign Patent
Technology Patents Applications Patents Applications Families
Durasert 11 8 87 40 12
Tethadur 7 6 9 22 6
Other BioSilicon 13 4 73 5 20
Other 9 6 22 30 16
Total 4C 24 191 97 54

Employees
We had 24 employees as of August 31, 2014. Nowelioémployees is covered by a collective bargaiaigigegement.
10
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Sales and Marketing

We have no marketing or sales staff. We currergjyethd on collaborative partners to market our prtediSignificant additional
expenditures would be required for us to develomdapendent sales and marketing organization.

Third Party Reimbursement and Pricing Controls

Sales of pharmaceutical products are significashélyendent on the availability and extent of reirsborent to consumers of the cost of
the products from third-party payors, such as gavent health administration authorities and planisate health insurers and other
organizations, as well as the timing and compleaftgbtaining those reimbursements. The CenterMfmticare and Medicaid Services
designated Retisert as eligible for Medicare reirmbment at the rate of $19,345, with associategicalrfees reimbursed separately. Alimera
has been engaged in regulatory proceedings andiaggus with respect to the amount and/or proéesseimbursement of ILUVIEN for
chronic DME in various EU countries where it hasaiged marketing authorization.

The passage of the Medicare Prescription Drug aaddvhization Act of 2003 imposed requirements lier distribution and pricing of
prescription drugs, which may affect the marketifigur products by us or our licensees. The PaReotection and Affordable Care Act, as
amended by the Health Care and Education Afforiglitleconciliation Act of 2010, collectively refed to as the ACA, is expected to
significantly change the way healthcare is finansgdoth governmental and private insurers. The AGay result in downward pressure on
pharmaceutical reimbursement, which could negatiaéfect market acceptance of new products, andebates, discounts, taxes and other
costs resulting from the ACA may have a significeifiéct on our profitability in the future. In adidin, potential reductions of the per capita
rate of growth in Medicare spending under the A@AId potentially limit access to certain treatmemtsnandate price controls for our
products.

In many foreign markets, including countries in Eig, pricing of pharmaceutical products is subjeaovernmental control. In the U.S.,
there have been, and there will likely continuédofederal and state proposals to implement sigdaernmental pricing control.

Competition

The market for products treating back-of-tge diseases is highly competitive and is charaetgiby extensive research efforts and r:
technological progress. We face substantial coripetior our products and product candidates. Phaeutical, drug delivery and
biotechnology companies, as well as research arghons, governmental entities, universities, hasgi other nonprofit organizations and
individual scientists, have developed and are seeki develop drugs, therapies and novel delivezthods to treat our targeted diseases. Mos
of our competitors and potential competitors argda better established and more experienced avel $ubstantially more resources than we
or our partners have. Competitors may reach th&ehaarlier, may have obtained or could obtain mgbeotection that dominates or adversely
affects our products and potential products, ang offer products with greater efficacy, lesser siffects and/or other competitive advanta
We believe that competition for treatments of batkhe-eye diseases is based upon the effectiverie¢le treatment, side effects, time to
market, reimbursement and price, reliability, aadaility, patent position, and other factors.

Many companies have or are pursuing products & back-of-the-eye diseases that are or would b®ettive with our products and
product candidates. Some of these include thevirtig:

* DME. Genentech USA Inc.’s products Lucentis (ranibizupsaizl Regeneron PharmaceutisaYLEA (afibercept) are approved
the U.S. and the EU for the treatment of DME. Réxhmver-cost Avastin is approved to treat varicascers, but is used off-label
for treatment of diabetic retinopathy. Studies@rgoing on the use of Avastin in bi-of-the-eye diseases. Genentech
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wholly-owned member of the Roche Group. Novartis the right to market and sell Lucentis outsidéhefU.S. Regeneron
maintains exclusive rights to EYLEA in the U.S.ddayer HealthCare owns the exclusive marketingtsigutside the U.S.
Lucentis, EYLEA and Avastin are all injected intetback of the eye on a regular basis. Allergam;drDzurdeX® (dexamethasone
intraveal implant), a bioerodible, extended releat®mvitreal implant, has been approved for tieatiment of DME in eyes that ha
had, or are scheduled for, cataract surgery. lahdigration of therapy of several months. Othermgames, including Genentech, are
working on the development of product candidateseatiended delivery devices for the potential treatit of DME, including thos
that act by blocking VEGF and VEGF receptors, ab asuse of small interfering ribonucleic acidiR(sAs) that modulate gene
expression

» Posterior UveitisPeriocular steroid injections and systemic delivafrgorticosteroids are used to treat posterioitisvedzurdex is
approved in the U.S. and EU for posterior uveldany companies have ongoing trials of posterioiitis/geatments, including
Abbvie’'s Humer&® (adalimumab), Santen Pharmaceu@ioalLtd.’s sirolimus drug DE-109, Novartis’ AIN4%ihd XOMA Ltd.’s
Gevokizumab™

» Dry AMD. There are no FDA-approved treatments for any forarp AMD. Many companies have products in develepim
including Acucela Inc.’s Emixustat Hydrochlorideyigual cycle modulator administered orally, Ro@exientech’s lampalizumab,
an intravitreal injection therapy; GlaxoSmithKliseGSK933776, an intravenously administered antitaiiynmmunotherapy drug;
MacuCLEAFR s MC1101, an antihypertensive drug being devel@sean eye drop; and several complement inhibi

« Wet AMD.There are a variety of therapies used for thenreat of wet AMD, principally Lucentis, EYLEA and Astin. Lucentis
and EYLEA are approved in the U.S. and EU to tieatdisease, and Avastin is usec label.

* Glaucoma and Elevated IOFopical eye medications such as Allergan Inc.’s UGN © (bimatoprost), Pfizer's Xalatah
(latanoprost), and Merck & Co.’s ZIOPTAN (tafluptpand Cosop? (dorzolamide/timolol) are daily eyeps used to treat
glaucoma and elevated ocular press

Revenues

We operate in one segment. The following table sarires our revenues by type and by geographicatimt. Revenue is allocated
geographically by the location of the subsidiargttbarns the revenue. For more detailed informatggarding our operations, see our
Consolidated Financial Statements commencing oe pat.

Year Ended June 30

2014 2013 2012
U.S. U. K. Total U.S. U. K. Total U.S. U. K. Total
(In thousands)
Revenue
Collaborative research and developrr $1,93C $22t  $2,15¢ $ 51C $27C $ 78C $ 93¢ $1,141 $2,08(
Royalty income 1,31¢ — 1,31¢ 1,36: — 1,36: 1,44¢ — 1,44¢

$3,24¢  $22t  $3,47: $1,87: $27C $2,14: $2,38: $1,141 $3,52¢

Government Regulation

Federal Food, Drug, and Cosmetic Act and Compard&aeeign LawsThe FDA and comparable regulatory agencies in §orebuntries
impose substantial requirements upon the clinieabtbpment, manufacture and marketing of pharmam@ytroducts. These agencies regu
among other things, the
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research, development, testing, manufacture, guadittrol, labeling, storage, record-keeping, apgladistribution, advertising and promotion
of drug products. The process required by the FDdeu the new drug provisions of the Federal FoadgPand Cosmetic Act before our
products may be marketed in the United States génémvolves the following:

» pre-clinical laboratory and animal tes

» submission to the FDA of an Investigational New @¢LND) application, which must become effectivédse human clinical trials
may begin

» adequate and wr-controlled studies to establish the safety anda&dfy of the proposed pharmaceutical product fantended use
» submission to the FDA of an NDA to obtain marketagproval; anc
» FDA review and approval of the ND;,

The testing and approval process requires subataintie, effort and financial resources, and vasigisstantially based upon the type,
complexity and novelty of the product. We cannotbsgain that any approval will be granted on etinbasis, if at all.

Pre-clinical tests include laboratory evaluatioritaf product, its chemistry, formulation and st&jilas well as animal studies to assess
the potential safety and efficacy of the produtte Tesults of the pre-clinical tests, together widinufacturing information, analytical data and
protocols for proposed human clinical trials, arbraitted to the FDA as part of an IND, which mustbme effective before the IND sponsor
may begin human clinical trials. The IND automatichecomes effective 30 days after receipt byRB& unless the FDA, within the 30-day
time period, raises concerns or questions aboutahduct of the proposed clinical trials as outliire the IND, and imposes a clinical hold. In
such a case, the IND sponsor and the FDA mustvesoly outstanding concerns before clinical trgals begin. There is no certainty that pre-
clinical trials will result in the submission of 84D, or that submission of an IND will result irDA authorization to commence clinical trials.

Clinical trials involve the administration of theviestigational product to human subjects undestipervision of qualified investigators.
Clinical trials are conducted in accordance withtpcols that detail the objectives of the studg, plarameters to be used to monitor safety anc
any efficacy criteria to be evaluated. Each prototost be submitted to the FDA as part of the IIRDrther, each clinical study must be
conducted under the auspices of an independeitulittal Review Board (IRB). The IRB will consideamong other things, ethical factors,
safety of human subjects and possible liabilityhef institution. Some clinical trials, called “irstegator-sponsored” clinical trials, are
conducted by third-party investigators responsibiehe regulatory obligations associated with smwahip of a clinical trial. The results of
these trials may be used as supporting data byn@aoy in its application for FDA approval, providiwt the company has contractual rights
to use the results.

Human clinical trials are typically conducted imel sequential phases which may overlap:

* Phase I: The drug is initially introduced into healthy hamsubjects and tested for safety, dosage tolerabserption, distributior
metabolism and excretio

» Phase II: Studies are conducted in a limited patient pajareto identify possible adverse effects and yafisks, to determine the
efficacy of the product for specific targeted dise=mand to determine dosage tolerance and optsabe

» Phase lll: These trials are undertaken to further evalutiéal efficacy and to further test for safetydan expanded patient
population, often at geographically dispersed chhstudy sites

In the case of products for life-threatening diesasuch as cancer, or severe conditions suchralifigieye disease, or for products that
require invasive delivery, initial human testingféen conducted in patients with the
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disease rather than in healthy volunteers. Sinesetipatients already have the targeted diseagmdition, these studies may provide initial
evidence of efficacy traditionally obtained in Padistrials, and so these trials are frequentlgmnefd to as Phase /1l or lla trials.

We or our collaborative partners may not succelgsfwimplete Phase |, Phase Il or Phase Il tesifrgur product candidates within any
specific time period, if at all. Furthermore, wey @ollaborative partners, the FDA, the IRB, foreiggulatory authorities or the sponsor, if &
may suspend clinical trials at any time on varigusunds, including a finding that the subjects atignts are being exposed to an unacceptabl
health risk.

Once a product approval is granted, the FDA mafdvaw the approval if compliance with regulatorgugements and standards is not
maintained or if problems occur after the prodeeiches the market. Later discovery of previousknown problems with a product, includi
adverse events of unanticipated severity or frequeor with manufacturing processes, or failureamply with regulatory requirements, may
result in revisions to the approved labeling to ada safety information; imposition of pastarket studies or clinical trials to assess newtg
risks; or imposition of distribution or other rastions under a Risk Evaluation and Mitigation &gy (REMS) program. Other potential
consequences include, among other things:

« restrictions on the marketing or manufacturinghaf product, product recalls, or complete withdragfahe product from the
market;

» fines, warning letters or holds on g-approval clinical trials

» refusal of the FDA to approve pending NDAs or seppénts to approved NDAs, or suspension or revatatigroduct license
approvals

» product seizure or detention, or refusal to peth@timport or export of products;
» injunctions or the imposition of civil or criminpknalties

The FDA strictly regulates marketing, labeling, adising and promotion of products that are plamedhe market. Drugs may be
promoted only for the approved indications anddooadance with the provisions of the approved labeé FDA and other agencies actively
enforce the laws and regulations prohibiting thenpotion of off-label uses, and a company that isytbto have improperly promoted off-label
uses may be subject to significant liability.

The Food and Drug Administration Amendments Ac2@®7 (FDAAA) is designed to provide the public wittore easily accessible
information about the safety and efficacy of magkletirugs and the FDA with increased authority tsuea drug safety. The FDAAA requires
that we register each controlled clinical trialidasfrom a Phase | trial, on a website ( www.Claligials.gov) administered by National
Institutes of Health (NIH), including descriptiveformation (e.g., a summary in lay terms of thelgtdesign, type and desired outcome),
recruitment information (e.g., target number oftipgyants and whether healthy volunteers are aecgplocation and contact information and
administrative data (e.g., FDA identification numg)eWithin one year of a trial’'s completion, infieation about the trial, including
characteristics of the patient sample, primary sewbndary outcomes, trial results written in lagt technical terms and the full trial protocol
must be submitted to the website, unless the dasgibt yet been approved. In that case the infeosmat posted shortly after product approval
has been obtained. The FDA requires certificatiocompliance with all relevant FDAAA clinical triglreporting requirements during product
development.

The results of product development, pre-clinicatliis and clinical studies are submitted to the Fi3Avart of an NDA for approval of
the marketing and commercial shipment of the pradiiee FDA may deny an NDA if the applicable redotg criteria are not satisfied, or m
require additional clinical data. Even if the aduitl data are submitted, the FDA ultimately magide that the NDA does not satisfy the
criteria for approval. As a condition of approvtale FDA may require a sponsor to conduct additigfiaical trials to confirm that the drug is
safe and effective for its intended uses.
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Satisfaction of FDA requirements or similar reqoients of foreign regulatory agencies typically takeveral years or more, and varies
substantially. Regulatory authorities may delaykating of potential products for a considerablegeeof time or prevent it entirely, and may
require costly procedures in order to obtain refpujeapproval. The time and expense required taintEDA or foreign regulatory clearance or
approval for regulated products can frequently esdbe time and expense of the research and demefdpnitially required to create the
product. Success in pre-clinical or early stageicdil trials does not assure success in later sagjeal trials. Data from pre-clinical and
clinical activities may not be conclusive, and nis@ysusceptible to varying interpretations, whichldalelay or prevent regulatory approval.
Even if a product receives regulatory approval,approval may be subject to significant limitatido&sed on data from pre-clinical and clinical
activities. The FDA or foreign regulatory authagtimay also require surveillance programs to moajpproved products which have been
commercialized and may require changes in labeling.

Once issued, the FDA or foreign regulatory authesitmay withdraw product approval for non-compliamgth regulatory requirements
or if safety or efficacy problems occur or are destmated in subsequent studies after the prodaches the market. Any product manufact
or distributed under FDA or foreign regulatory apyal is subject to pervasive and continuing regoatAll manufacturers must comply with
regulations related to requirements for record-kegpnd reporting adverse experiences with theympénd the FDA may also require
surveillance programs to monitor approved prodties have been commercialized. The FDA has the ptavequire changes in product
labeling or to prevent further marketing of a prodiiased on the results of these post-marketingranes. Even after initial FDA or other
foreign regulatory approval has been obtained, mauo collaborative partners could be requiredanduict further studies to provide additio
data on safety or efficacy or, should we desirgaim approval for the use of a product as a treatrfor additional clinical indications. In
addition, use of a product during testing and aftarketing approval has been obtained could residaleffects which, if serious, could limit
uses, or in the most serious cases, result in kenaithdrawal of the product or expose us to pmdiability claims. For certain drugs that the
FDA determines pose risks that outweigh the bexefiDA approval may be subject to the manufactucergtinued adherence to a REMS
program. REMS, which are tailored to specificalfjdeess the risks of a given drug, may contain etgsiiat restrict distribution of the drug to
certain physicians, pharmacists and patients,airréquire the use of communication tools suctetisrks to healthcare providers and patients
detailing the risks associated with the drug. Fpreegulatory authorities also regulate post-apglraetivities.

Commercial drug manufacturers and their subcordraare required to register with the FDA and séagencies. Drug manufacturers
their subcontractors are also subject to periodannounced inspections by the FDA and state agefamieompliance with good
manufacturing practices (cGMP), which impose procadand documentation requirements upon us anthadrparty manufacturers.

Healthcare Law and RegulatioHealthcare providers, including physicians, anddtipiarty payors play a primary role in the
recommendation and prescription of drug producis déihe granted marketing approval. Arrangements galthcare providers, third-party
payors and other healthcare customers are subjecbadly applicable fraud and abuse and othethesak laws and regulations in the U.S.
and in other countries and jurisdictions. Withie th.S., these laws generally apply to pharmacdwtarapanies once the companies have
marketed products or marketed products reimburdabfederal healthcare programs such as Medicatévedicaid. For the laws with such
applicability, we could be subject to the lawsnfyaf our product candidates in the future recenseketing approval and/or coverage under
federal healthcare programs. Although the spepifiwisions of these laws vary, their scope is galhebroad and there may not be regulati
guidance or court decisions that apply the lawgatdicular industry practices. Such U.S. federalltheare laws and regulations include the
following:

» the federal healthcare Artlickback Statute prohibits, among other thingsspas from knowingly and willfully soliciting, offarg,
receiving or providing remuneration, directly odirectly, in cash or in kind, to induce or rewaither the referral of an individual
for, or the purchase, order or recommendationmf,god or service, for which payment may be madeshole or in part, under a
federal healthcare program such as Medicare anddslielcl
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» the federal False Claims Act imposes civil pengjtand provides for civil whistleblower or qui tattions, against individuals or
entities for knowingly engaging in certain actiggj including presenting, or causing to be presemtethe federal government
claims for payment that are false or fraudulermnaking a false statement to avoid, decrease oreed@an obligation to pay money
to the federal governmer

» the federal Health Insurance Portability and Accabitity Act of 1996, or HIPAA, imposes criminal duwivil liability for executing
a scheme to defraud any healthcare benefit programaking false statements relating to healthcaattars; anc

» the federal transparency requirements under théiH€are Reform Law require manufacturers of dragsices and medical
supplies to report to the federal government infation related to certain payments and other trassfevalue to physicians and
teaching hospitals, as well as physician ownerahgbinvestment interes!

Within the U.S., analogous state laws and reguiatisuch as anti-kickback and false claims . lames; apply to sales or marketing
arrangements and claims involving healthcare itenservices reimbursed by governmental as welbasgovernmental third-party payors,
including private insurers. Foreign laws may alseksto prevent fraud and abuse.

Laws and regulations have been enacted by vartatesso regulate the sales and marketing praaticelsarmaceutical companies with
marketed products. The laws and regulations gdgéirait financial interactions between manufactsrand health-care providers; require
pharmaceutical companies to comply with the phasutical industry’s voluntary compliance guidelirsaxl the relevant compliance guidance
promulgated by the U.S. federal government; anayYguire disclosure to the government and publiinaicial interactions. Many of these
laws and regulations contain ambiguous requirenamntsquire administrative guidance for implementatGiven the lack of clarity in laws
and their implementation, any future reportingié obtain approval and/or reimbursement from fddezalthcare programs for our product
candidates) could be subject to the penalty prorisof the pertinent laws and regulations.

HIPAA, as amended by the Health Information Techgglfor Economic and Clinical Health Act, and itgplementing regulations, also
imposes obligations on certain health care progidegalth plans, and health care clearinghousestivelne entities that processor facilitate the
processing of nonstandard data elements of hadtilmiation into standard data elements, or viceajeand certain of their contractors with
respect to safeguarding the privacy, security asusmission of individually identifiable health émimation. State and foreign laws also govern
the privacy and security of health information @mee circumstances, many of which differ from eattteoin significant ways and often are
preempted by HIPAA, thus complicating compliandes.

Other LawsWe are also subject to numerous other federak atad local laws relating to such matters as safiing conditions,
manufacturing practices, environmental protectiva,hazard control and disposal of hazardous temg@lly hazardous substances. We may
incur significant costs to comply with such lawslaagulations now or in the future. In addition, ganot predict what adverse governmental
regulations may arise from future U.S. or foreigwgrnmental action.

Foreign LawsWe and our collaborative partners are also suljegtgulatory requirements governing human clinfdals and marketin
approval for pharmaceutical products sold in faneiguntries. The requirements governing the conduclinical trials, product licensing,
pricing and reimbursement vary widely by countryh&ther or not FDA approval is obtained, we or ailaborative partners must obtain
approval of a product by the comparable reguladatorities of foreign countries before manufactgror marketing the product in those
countries. The approval process varies from couotgountry, and the time required for these apalowmay differ substantially from that
required for FDA approval. There is no assuraneg thnical trials conducted in one country will Becepted by other countries, or that
approval in one country will result in approvalany other country. For clinical trials conductedside the U.S., the clinical stages generally
are comparable to the phases of clinical developesablished by the FDA.
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Corporate Information

pSivida Corp. was organized as a Delaware corfmorati March 2008. Its predecessor, pSivida Limiteds formed in December 200C
an Australian company incorporated in Western Alistr Our principal executive office is located480 Pleasant Street, Suite B300,
Watertown, Massachusetts 02472 and our telephomdeis (617) 926-5000.

Additional Information

Our website address is http://www.psivida.com. tnfation contained on, or connected to, our welisitet incorporated by reference
into this Annual Report on Form 10-K. Copies of annual reports on Form 10-K, proxy statementsttqug reports on Form 10-Q, current
reports on Form 8-K and, if applicable, amendmémtiose reports filed or furnished pursuant toti8acl3(a) or 15(d) of the Securities
Exchange Act of 1934, are available free of chaingeugh our website under “SEC Filings” as sooneasonably practicable after we
electronically file these materials with, or othég/furnish them to, the Securities and Exchangar@igsion (SEC).

Information with respect to ILUVIEN has been dedvieom public disclosures by Alimera.
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ITEM 1A. RISK FACTORS
RISKS RELATED TO OUR COMPANY AND OUR BUSINESS
We have a history of losses and may continue talinlosses for the foreseeable future.

With the exception of net income in fiscal 2010utéag from a norrecurring event, we have incurred operating losges our inceptio
in 2000. We do not currently have any assured ssun€ revenues. Although Alimera is selling ILUVIEdF chronic DME in the U.K. and
Germany, with plans to launch in France and Pottingate 2014, and also has marketing authoripaitic other EU countries, we do not
know the timing and extent of any revenues we neagive from sales of ILUVIEN for chronic DME in tiigJ, if any. We do not know
whether we will receive the one-time $25.0 millimiiestone payment to which we would be entitleth& FDA approves ILUVIEN, nor the
timing or extent of revenues we might receive freates in the U.S., if any. We receive royaltiesrfi®ausch & Lomb’s sales of Retisert, but
we do not expect those royalties to increase ével lsufficient to sustain our operations and timay decline. Our ability to achieve
profitability is expected to depend, among othé@rgh, upon Alimera’s ability to achieve FDA apprbwéand to successfully commercialize
ILUVIEN and our or any other licensees’ abilitydohieve regulatory approval and sufficient reverfum® commercialization of one or more
other products.

We expect to need additional capital resourcesund our operations, and our ability to obtain theis uncertain.

With the exception of net income in fiscal year @@&sulting from a non-recurring event, we havelired operating losses each year
since inception, and at June 30, 2014, we hadshdotumulated deficit of $277.0 million. Duringetpast three fiscal years, we financed our
operations primarily from sales of equity, as veslloperating cash flows from license fees, resemrdidevelopment funding and royalty
income from our collaboration partners. We belithat our capital resources of $18.3 million at J88e2014, together with expected cash
inflows under existing collaboration agreementsuith enable us to fund our operations as currgaiigned through the third quarter of
calendar year 2015. This does not include eitheeptitential milestone or any net profits paymemiden the Alimera collaboration agreement.
Our ability to fund our planned operations beyadmat date, including completion of clinical develogmhof Medidur, is expected to depend on
the amount and timing of cash receipts under oiméia collaboration agreement, as well as procteds any future collaboration or other
agreements and/or financing transactions. If weivecthe one-time $25.0 million milestone paymeatf Alimera that would be due if the
FDA approves ILUVIEN, we believe our capital restes and other expected cash inflows will fund qaarations as currently planned into
calendar 2017.

Whether we will require, or desire, to raise additil capital will be influenced by many factors;lirding, but not limited to:

» whether and when we receive the dimee $25.0 million milestone from Alimera to whigre would be entitled if the FDA appro\
ILUVIEN;

» whether, when and to what extent we receive oenzrues from Alimera with respect to the commeizatibn of ILUVIEN;
» the timing and cost of development of Medidur fosferior uveitis

» whether and to what extent we internally fund, wheninitiate, and how we conduct other product tsment and programs,
including Tethadur application

» whether and when we initiate Phase Il clinicall$rfar the Latanoprost Product and whether and vfeaer exercises its optio
« whether and when we enter into strategic arrang&rienour product candidates and the nature afetasrangement
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» timely and successful development, regulatory apgdrand commercialization of our products and pomaandidates
» the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing any patéaitns; anc
» changes in our operating plan, resulting in inaesaw decreases in our need for cag

We believe that extending our cash position beybedhird quarter of calendar year 2015 dependsfgigntly on receipt of the onéme
$25.0 million milestone to which we would be emtitlon an FDA approval of ILUVIEN and the successfuhmercialization by Alimera of
ILUVIEN for DME that would provide us with our shapf net profits receipts. There is no assuranaelttUVIEN for DME will be approved
by the FDA in the U.S. or that Alimera will be alitemake the milestone payment if ILUVIEN is appedvIn April 2014, Alimera entered in
a term loan agreement with Hercules Technology @rd@®apital (Hercules) under which Hercules agreegdvance $25.0 million to Alimera
to fund the milestone payment obligation if the FBgproves ILUVIEN on or before October 31, 2014 aedain other conditions are
satisfied. Alimera has reported that due to thétdichrevenue generated by ILUVIEN to date, it maylpe able to maintain compliance with
certain covenants under its loan agreement. Tkare assurance that Alimera will have the fundsay the milestone payment when due.
Further, there is no assurance that ILUVIEN foroectic DME will achieve market acceptance in any ¢ouim the EU, or, if ILUVIEN is
approved in the U.S., Australia or New Zealandhat we will receive significant, if any, revendesm ILUVIEN.

If we determine that it is desirable or necessamaise additional capital in the future, we do kiow if it will be available when needed
or on terms favorable to us or our stockholder® 3tiate of the economy and the financial and credikets at the time or times we seek any
additional financing may make it more difficult antbre expensive to obtain. If available, additiomgdiity financing may be dilutive to
stockholders, debt financing may involve restrietoovenants or other unfavorable terms and potatiligive equity, and funding through
collaboration agreements may be on unfavorablesteimaluding requiring us to relinquish rights &rt&in of our technologies or products. If
adequate financing is not available if and wherdedewe may be required to delay, reduce the sabpeeliminate research or development
programs, postpone or cancel the pursuit of prodamctiidates, including pre-clinical and clinicals and new business opportunities, reduce
staff and operating costs or otherwise significantlrtail our operations to reduce our cash requémgs and extend our capital.

If the recorded value of our intangible assets umd@AAP is further impaired, our financial resultsauld be materially adversely affecte

We recorded significant amounts of intangible assetonnection with earlier acquisitions. We tamlpairment charges of $3.1 million
with respect to the value of our Durasert intargébset and $11.7 million with respect to the valueur BioSilicon intangible asset as of
December 31, 2011. We had $2.8 million of intargifésets on our balance sheet as of June 30, &@04Hich $1.9 million related to our
Durasert technology and $912,000 related to ouSHizpn technology. We will continue to conduct iaigment analyses of our intangible
assets as required, and we would be required &ddéitional impairment charges in the future if a@coverability assessments of those asse
reflect fair market values that are less than eoorded values, and such charges could be sigmifi€ae carrying values of our Durasert and
BioSilicon technology systems could be impairethére is a future triggering event, including, eith limitation, adverse events with respect
to clinical development, regulatory approval andcgiss of commercialization of products using thtesanologies, and significant changes in
our market capitalization. Further impairment clesrgn our intangible assets could have a matahadrae effect on our results of operations.
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Our operating results may fluctuate significantlydm period to period.

Our operating results have fluctuated significafiityn period to period in the past and may contittudo so in the future due to many
factors, including:

» timing, receipt, amount and revenue recognitiopafments, if any, from collaboration partners, uinldhg, without limitation,
collaborative research and development, milestan@lty, net profit and other paymen

» execution, amendment and termination of collabonatigreement:
* scope, duration and success of collaboration agrets)
« amount of internally funded research and developmoests, including pr-clinical studies and clinical trial:

« general and industry-specific adverse economicitiond that may affect, among other things, our andcollaborators’ operations
and financial results; ar

» changes in accounting estimates, policies or priasiand intangible asset impairmel

Due to fluctuations in our operating results, gedytcomparisons of our financial results may netessarily be meaningful, and inves
should not rely upon such results as an indicaifdture performance. In addition, investors megat adversely if our reported operating
results are less favorable than in a prior periodre less favorable than those anticipated bysitore in the financial community, which may
result in decreases in our stock price.

Our royalty income from Bausch & Lomb may decline.

We do not expect that our Retisert royalty inconoenf Bausch & Lomb will grow materially, if at alind it may decline. There is no
assurance that Bausch & Lomb will continue to maRetisert, which received marketing approval if20Bausch & Lomb no longer markets
Vitrasert.

RISKS RELATED TO THE DEVELOPMENT AND COMMERCIALIZAT ION OF OUR PRODUCTS AND PRODUCT
CANDIDATES

If the FDA does not approve ILUVIEN for DME, Alimea will be unable to commercialize the product ineth.S., and we will not recei\
the payments to which we would be entitled upontsapproval and from successful commercializationhish could materially impair our
financial prospects

Alimera has received three CRLs from the FDA wabpect to its NDA for ILUVIEN for DME in which thEDA stated that it was
unable to approve the NDA in each instance irhgsmtcurrent form. Although Alimera again refile@ tNDA in March 2014 following labeling
discussions with the FDA in December 2013 and DA Ras set a new PDUFA goal date of September @54, 2here is no assurance that
Alimera’s resubmission will demonstrate to the Fibat the benefits of ILUVIEN for DME outweigh itsks, that additional clinical trials will
not be required, or that Alimera will be able tdab FDA approval for ILUVIEN for DME in the U.S. &ordingly, ILUVIEN for DME may
never be approved and marketed in the U.S., inlwbése we would not receive the milestone payntewhich we would be entitled on FDA
approval or any revenues from U.S. commercialiratiehich would be materially adverse to our busin€sirther, studies of ILUVIEN for the
treatment of three other eye diseases have beewntiisued and we do not know whether Alimera wilhtnue to seek to develop, or receive
approval from the FDA or other regulatory agenéoesILUVIEN for the treatment of other eye condits included under Alimers’agreemet
with us.

Sales of ILUVIEN for DME may be materially adversehffected by pricing and reimbursement decisiorig@gulatory bodies, insurers an
others.

Prices, coverage and reimbursement to consuméhe girice of ILUVIEN in EU countries are generalggulated by third-party payors,
such as government health administration autherétre plans, private health
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insurers and other organizations. Consumers aneaffiscted by the timing and complexity of thosienteursements. Prices are generally lower
and coverage and access to drugs more limitedithténe U.S., which has and is expected to conttowafect our potential revenues from the
commercialization of ILUVIEN for chronic DME in thEU. There is no assurance as to what level of gowental pricing and reimbursement
will be permitted in various EU countries. For exde, in the U.K. and Scotland, NHS reimbursemefitiiged to the treatment of
pseudophakic eyes. Similarly, there is no assurtrateAlimera will achieve satisfactory agreemenith statutory insurers in other countrie:
streamline reimbursement. We do not know what gewépricing will be approved in other EU countries what restrictions will be placed on
the use or reuse of ILUVIEN. Further, if ILUVIEN weapproved in the U.S., we do not know what retstrs will be put on its use or what
level of pricing will be reimbursed. Future salé$ldJVIEN may be adversely affected by pricing amimbursement decisions, and such
effects may be material.

Alimera’s expansion of its commercial infrastructure in thEU is a significant undertaking that requires sstantial financial and
managerial resources, and Alimera may not be suafekin its efforts, or it may encounter unexpecteitlays in connection with its
continued expansion, which may negatively impact @fforts to market and sell ILUVIEN. Alimera alsoould fail to successfully manage i
international operations, which could materially lien our business, operating results and financial redition.

Our financial results depend heavily on Alimeradility to successfully commercialize ILUVIEN in theU. ILUVIEN for chronic DME
has marketing authorization in ten EU countries iamqending authorization in seven more EU coustidimera launched ILUVIEN in the
United Kingdom and Germany in April and May of 20&spectively, and currently plans to launch ILEBMIin Portugal and France in late
2014, but has not announced commercialization dlamithie other EU countries where it has or haghbmarketing approval. A commercial
launch of this size is a significant undertakingttfequires substantial financial and managersdueces. Alimera may not be able to maintain
and expand its commercial operation in a cost-&ffeenanner or realize a positive return on itestments, which could negatively impact its
ability to market and sell ILUVIEN. Factors that ynahibit Alimera’s efforts to commercialize ILUVIR include:

» Alimera’s inability to expand its sales and markgtinfrastructure, to grow its organization or tamage its growth, including
integrating any personnel hired through Quintilesthercial or similar organization

« Alimera’s inability to recruit and retain adequate numloérsffective personne

» the inability of Alimera’s sales personnel to ohtaccess to or persuade adequate numbers of aplolbgists to prescribe
ILUVIEN;

» the lack of complementary products to be offered\limera’s sales personnel, which may put Alimera aompetitive
disadvantage relative to companies with more eitenzoduct lines

» the inability of Alimer¢s market access personnel to obtain sufficienisesfepricing and reimbursement in each jurisdictior
» unforeseen costs and expenses associated witingraatommercial organization in the E
Additionally, Alimera may encounter unforeseen gsla expanding its commercial operations thatydéde commercial launch in one
more EU countries in which ILUVIEN has receivedbeen recommended for marketing authorization. Thes®/s may increase the cost of
and the resources required for successful comnfizatian of ILUVIEN in the EU. Alimera does not haexperience in a commercial
operation of this size in the EU or elsewhere. A&limhas limited international commercialization erignce and international operations

require significant management attention and firdnmesources. In addition, there are many riskeiant in international business activities,
including, but not limited to:

» extended collection timelines for accounts recdwalnd greater working capital requiremel
* multiple legal systems and unexpected changegal tequirements
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» tariffs, export restrictions, trade barriers anldentregulatory or contractual limitations on Alirakr ability to sell or develop
ILUVIEN in certain foreign market:

» trade laws and business practices favoring localpstition;

» potential tax issues, including restrictions onatejpting earnings, multiple and conflicting andrgaex tax laws and regulatior
» weaker intellectual property protection in somerdades;

» political instability, including war and terrorisar the threat of war and terrorism;

» adverse economic conditions, including the stabditd solvency of business financial markets, farinstitutions and sovereign
nations.

In addition, compliance with foreign and U.S. laavsl regulations that are applicable to Alimsraternational operations is complex :
may increase Alimera’s cost of doing business farmmational jurisdictions, and Alimera’s internat# operations could expose Alimera to
fines and penalties if Alimera fails to comply witlese laws and regulations. These laws and régrsainclude import and export
requirements and anti-bribery laws. Any violatiafishese laws or regulations could subject Alimeraivil or criminal penalties, including
substantial fines or prohibitions on Alimera’s dlgito offer ILUVIEN in one or more countries, whicould materially and adversely harm out
business and financial condition.

If Alimera does not develop an effective marketatigategy, or if it is not successful in recruitiaugd retaining personnel or in expanding
its sales and marketing infrastructure and entdrit@additional collaboration arrangements witindfparties, or if it encounters delays or of
difficulties in commercializing ILUVIEN, it would @versely affect our business, operating resultsfimaghcial condition.

We do not know if and when we will receive reventiesn any commercialization of ILUVIEN for DME andhe extent of those revenues.

There is no assurance if and when, and to whahexte will receive revenues from the commercidiaaof ILUVIEN for DME.
Because we are entitled to a net profit particggatin a country-by-country and quarter-by-quartsivon sales of ILUVIEN where Alimera
markets ILUVIEN directly and to a percentage ofalbigs and non-royalty consideration where Alimsualicenses the marketing of
ILUVIEN, the amount and timing of any revenues wedive will be affected by the manner in which Adira determines to market ILUVIEN.
We cannot project what the demand will be for ILEX for DME or when, or if, it will achieve net piitsf in countries where Alimera markets
it.

Alimera has announced its intention to market ILEBMIdirectly in certain EU countries and, if apprdu®y the FDA, in the U.S.
Although Alimera commercially launched ILUVIEN faehronic DME in the U.K. and Germany during the geaended June 2013, Alimera
has reported that it has not achieved net prafitither country. Alimera has announced its intantd launch ILUVIEN in France and Portu
in late 2014 and to launch in the U.S. in early®81he FDA approves ILUVIEN, but has not annouthcemmercialization plans for the other
EU countries where it has or has sought markefipgaval. Alimera has no prior experience in comriadiming products. There is no assuré
that Alimera will be able to build and manage acessful commercial operation in the EU or the WirShat it will have sufficient capital to do
so.

Alimera has signed a distribution agreement witiA$dr ILUVIEN in Australia and New Zealand. We dotrknow when or if STA will
achieve a public reimbursement listing for ILUVIENtitling Alimera to a milestone in which we wowdHare, or when or if there will be net
sales entitling Alimera to royalties in which we wit share.
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The micro-insert for ILUVIEN and Medidur delivers Rc, a corticosteroid that has adverse side effaatthe eye, which may affect the
approvability and success of this micro-insert foeatment of DME, posterior uveitis and other eyisehses.

The micro-insert for both ILUVIEN and Medidur detifs the non-proprietary corticosteroid FAc, whislagsociated with adverse side
effects in the eye, such as cataract formationedenhted IOP, which may increase the risk of glavwand related surgery to manage those
side effects. In the 2011 and 2013 CRLs, the F#esltthat the risks of adverse reactions showtL{d¥IEN in the FAME Study were
significant and were not offset by the benefits deatrated in those clinical trials. These side@ffenay affect the approvability of ILUVIEN
for DME in certain jurisdictions. Although FDA-appred Retisert and our product candidate Mediduin bletiver FAc to treat posterior
uveitis, there is no assurance that Medidur wilkbfe and efficacious for the treatment of postaniitis in light of its expected side effects
from FAc. Even if ILUVIEN and Medidur are approvealese side effects may limit the population foickimarketing authorization grantec
or for which reimbursement is provided and/or adebr affect sales of the product. For example, Mél@ibursement for ILUVIEN for chron
DME in the U.K. and Scotland is limited to eyestthave undergone cataract surgery.

There is no assurance that we will be able to sE&A approval of Medidur based on one Phase Il tlitbgether with a utilization study,
and if we are required to conduct an additional Ps&lll trial, the time and expense required to olidJ.S. regulatory approval would
increase.

If the results of our current Phase lll trial amsipive, and if the FDA approves ILUVIEN for DME enplan to seek FDA approval on the
basis of this single Phase Il trial together vatiditional clinical data from a planned open lagiatly on use of our proprietary inserter.
However, we may need to complete two Phase llstt@obtain FDA approval, which would extend thed for filing an NDA and,
accordingly, any regulatory approval of Medidurdawmuld also increase the cost of its developmenot o approval.

There is no assurance that Medidur will be found be safe and effective for the treatment of postetiveitis

We are optimistic that Medidur will be as efficagsofor posterior uveitis as Retisert is, but withedter side effect profile than Retisert,
comparable to ILUVIEN. However, this is only a hyjpesis, and there is no assurance that the on@tiage Il program or investigator-
sponsored study for Medidur will demonstrate theseilts. While early interim data from the inveatay-sponsored study of Medidur are
consistent with this hypothesis, that trial is ooinplete, involves only up to 12 patients and isimended to be a clinical trial that can serve a
the basis for approval of Medidur. Data from theis&st and ILUVIEN trials and early data from tlsestigator-sponsored study may not
accurately predict the results of our Medidur PHHgeal(s). There is no assurance that the chiitrial or trials for Medidur will provide the
necessary evidence of safety and efficacy requiaedpproval by the FDA and other regulatory adities. Actions by the FDA and other
regulatory authorities with respect to Retisert HridVIEN are not predictive of the FDA'’s action wirespect to Medidur.

There is no assurance that Pfizer will exercise d@gtion with respect to the Latanoprost Product,which case we will not receive any
further financial consideration under the Restatdefizer Agreement

Development of the Latanoprost Product througleastl Phase Il clinical trials is at our own expef$zer has an option for an
exclusive, worldwide license to develop and comiadime the Latanoprost Product upon our completibRhase Il clinical trials or upon our
cessation of development of the Latanoprost Proalughy time prior to completion of those trialbiefe is no assurance that we will comm
or complete Phase Il clinical trials for the Latprmst Product; that if completed, the trials wil fuccessful; that Pfizer will, in any event,
exercise its option; that if exercised, Pfizer wiimmence Phase Il clinical trials; or that theéareprost Product will achieve successful Phas
1l trial results, regulatory approvals or commat@uccess. As a result, there is no assurancevéhaill receive any further licensing,
milestone or royalty payments under the RestatexkiPAgreement.
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If we or our licensees are unable to or do not coetp clinical trials for our product candidates ato not receive the necessary regulatt
approvals, we or our licensees will be unable tarooercialize our product candidates.

Marketing and manufacture of pharmaceutical pragliscsubject to stringent regulation by applicajgegernmental authorities. Genere
in order to obtain marketing approval, pre-clinisaldies and clinical trials must demonstrate ghatoduct candidate is safe for human use an
effective for its targeted disease or condition.

ILUVIEN for DME has completed pivotal clinical tis which were conducted pursuant to our Alimerifaboration agreement, and a
pivotal Phase lll trial of Medidur for posterior itis is ongoing. All of our other product developmh is at earlier stages. Product developmer
at all stages involves a high degree of risk, amg a small proportion of research and developnpeograms result in product candidates that
advance to pivotal clinical trials or to approvedqucts. There is no assurance that any feasilsiliitsty agreements we have, or enter into, witl
third parties will result in any product candidatedicenses, or that we or our licensees will camoe or continue clinical trials for any of our
product candidates. If clinical trials conducteddnyfor us or our licensees for any of our prodtarididates do not provide the necessary
evidence of safety and efficacy, those product ichtds cannot be manufactured and sold, and wilyeperate revenues. Initial or subsequen
clinical trials may not be initiated by or for usaur licensees for product candidates or may teydd or fail due to many factors, including
the following:

» decisions by parties evaluating our technologiggmpursue development of products with

» our (or our licenser) lack of sufficient funding to pursue trials rapidy at all;

« our (or our licenser) inability to attract clinical investigators for &is;

« our (or our licenser) inability to recruit patients in sufficient numbersat the expected rai

e our inability to fund and undertake, or to findreach agreement with licensees to fund and undertiikical trials;
» decisions by licensees not to exercise optiongrfoducts or not to pursue products licensed to i

» adverse side effect

» failure of trials to demonstrate a product candi's safety and efficac

» our (or our licensees’) failure to meet FDA or athegulatory agency requirements for clinical tdakign, or inadequate clinical
trial design;

» our (or our licenser) inability to follow patients adequately after tneent;
» changes in the design or manufacture of a proi

» failures by, changes in our (or our licenseesatiehship with, or other issues at, contract redearganizations, thirgarty vendor
and investigators responsible for -clinical testing and clinical trial

» our (or our licenser) inability to manufacture sufficient quantities oatarials for use in clinical trial:
» stability issues with clinical material

» failure to comply with current good laboratory piees (GLP), good clinical practices (GCP), cGMsimnilar foreign regulatory
requirements that affect the conduct of-clinical and clinical studies and the manufacturfigroducts

e requests by regulatory authorities for additioretbdor clinical trials

e governmental or regulatory agency assessmentsedlipical or clinical testing that differ from oor our licensees’)
interpretations or conclusions that product candslaneet quality standards for stability, qualityrity and potency
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» governmental or regulatory delays, or changes jmm@al policies or regulations; al
» developments, clinical trial results and otherdastwith respect to competitive products and treatis

Results from pre-clinical testing and early clinig@ls often do not accurately predict resultdatér clinical trials. Data obtained from
pre-clinical and clinical activities are suscemibd varying interpretations, which may delay, tiai prevent regulatory approval. Data from
pre-clinical studies, early clinical trials andaritm periods in multi-year trials are preliminarnydamay change, and final data from pivotal trials
for such products may differ significantly. Adverside effects may develop that delay, limit or grevthe regulatory approval of products, or
cause such regulatory approvals to be limited eneescinded. Additional trials necessary for aparmay not be undertaken or may
ultimately fail to establish the safety and effigax our product candidates.

The FDA or other relevant regulatory agencies natyapprove our product candidates for manufactndesale, and any approval by the
FDA does not ensure approval by other regulatogneigs or vice versa (which could require us tomgrwith numerous and varying
regulatory requirements, possibly including addisibclinical testing). Any product approvals weoorr licensees achieve could also be
withdrawn for failure to comply with regulatory sards or due to unforeseen problems after theuptedmarketing approval. In either case,
marketing efforts with respect to the affected picidvould have to cease. In addition, the FDA teotregulatory agencies may impose
limitations on the indicated uses for which a prtduay be marketed, which may reduce the sizeraftl@rwise limit the potential market for,
the product.

In addition to testing, regulatory agencies impesgous requirements on manufacturers and selfggsoducts under their jurisdiction,
such as packaging, labeling, manufacturing prastieord keeping and reporting. Regulatory agsnuoi@y also require postarketing testin
and surveillance programs to monitor a productfsa$. Furthermore, changes in existing regulat@mre adoption of new regulations could
prevent us from obtaining, or affect the timing foture regulatory approvals.

We have a limited ability to develop and market guats ourselves. If we are unable to find developrer marketing partners, or our
development or marketing partners do not succedgfdevelop or market our products, we may be unableffectively develop or market
products on our own

Our strategy includes independently developing pcts] but we have limited product development céippbnd no marketing or sales
staff. Developing products and achieving markeeptance for them requires extensive and substaaitats by experienced personnel as wel
as expenditure of significant funds. We may noablke to establish or fund sufficient capabilitiezessary to develop products and achieve
market penetration ourselves.

Our business strategy also includes entering ioliatmorative and licensing arrangements for theettgyment and commercialization of
our product candidates, where appropriate, andunreiatly have collaboration and/or licensing aremgnts with various companies. The
curtailment or termination of these arrangementh wlimera or Bausch & Lomb could adversely affeat business, our ability to develop :
commercialize our products, product candidatespaiagosed products and our ability to fund operation

The success of these and future collaborative iaadding arrangements will depend heavily on theegence, resources, efforts and
activities of our licensees. Our licensees have,aar expected to have, significant discretion akimg decisions related to the development o
product candidates and the commercialization oflpets under these collaboration agreements. Riskksme face in connection with our
collaboration and licensing strategy include tHifaing:

» our collaborative and licensing arrangements are,ase expected to be, subject to termination undeous circumstances,
including on short notice and without cau
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* we are required, and expect to be required, ungiecalaborative and licensing arrangements nebitwduct specified types of
research and development in the field that is thgest of the arrangement or not to sell produttsuich field, limiting the areas of
research, development and commercialization thatamepursue

» our licensees may develop and commercialize, egétogre or with others, products that are similasrteompetitive with our
products;

» our licensees may change the focus of their dewedop and commercialization efforts or decreasaibtd increase spending
related to our products or product candidatesgthelimiting the ability of these products to redbhir potential

» our licensees may lack the funding, personnel peggnce to develop and commercialize our prodsintsessfully or may
otherwise fail to do so; ar

» our licensees may not perform their obligationsyhrole or in part

To the extent that we seek to independently matufacmarket and sell products or are unable terénto future license agreements
with marketing and sales partners where we deemopppte, we would experience increased capitalireqents to develop the ability to
manufacture, market and sell future products. Tharebe no assurance that we will be able to matws market or sell our products or
future products independently.

Our current licensees may terminate their agreememtith us at any time and, if they do, we will lotbe benefits of those agreements and
may not be able to develop and sell products cutkelicensed to them.

Our licensees have rights of termination underamreements with them. Exercise of termination gdiyt one or more of our licensees
may leave us without the financial benefits andellgyment, marketing or sales resources provideémthe terminated agreement, which may
have an adverse effect on our business, finanoiaiton and results of operations. Additionallyr anterests may not continue to coincide
with those of our partners, and our partners magldg, independently or with third parties, produat technologies that could compete with
our products. Further, we may disagree with outrgas over the rights and obligations under th@seements, including ownership of
technologies or other proprietary interests, nornatition, payments or other issues, which couldlteés breach of the agreements, including
related damages or injunctive relief or termination

For example, Alimera may abandon the developmeshitammercialization of any licensed product, inahgd LUVIEN for DME, and
Bausch & Lomb may terminate its license agreemaéitt rgspect to Retisert without penalty at any timpen 90 days’ written notice.

Any of our licensees may decide not to continugeeelop, exercise options or commercialize produntier their respective agreeme!
change strategic focus, or pursue alternativesitdezhnologies or develop competing products. &/Brusch & Lomb has significant
experience in the ophthalmic field and substaméisburces, there is no assurance whether, andabextent, that experience and those
resources will be devoted to Retisert. Alimeraliraged experience and limited financial resourcas] ILUVIEN for DME is Alimera’s first
and only commercial product. Actions, includingdrbes or termination of these agreements by cemdiees, could delay, impair or stop the
development or commercialization of any of the piatd or product candidates licensed to them oriregignificant additional capital
investment by us, which we may not have the ressute fund.

If products of our competitors receive regulatorparoval or reach the market earlier, are more effee, have fewer side effects, are mc
effectively marketed or cost less, our productpooduct candidates may not be approved, may notiewd the sales we anticipate and could
be rendered obsolete.

We believe that pharmaceutical, drug delivery aiotelshnology companies, research organizationsemmorental entities, universities,
hospitals, other nonprofit organizations and indlixl scientists are seeking
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to develop drugs, therapies, products, approache®thods to treat our targeted diseases or thdienlying causes. For our targeted diseases
competitors have alternate therapies that aredyireemmercialized or are in various stages of dgwekent, ranging from discovery to
advanced clinical trials. Any of these drugs, tpérs, products, approaches or methods may receiwerigment approval or gain market
acceptance more rapidly than our products and ptathndidates, may offer therapeutic or cost achged, or may more effectively treat our
targeted diseases or their underlying causes, wiaahd result in our product candidates not beimgraved, reduce demand for our products
and product candidates or render them noncompetitivobsolete.

Many of our competitors and potential competitaagensubstantially greater financial, technologioedearch and development,
marketing and personnel resources than we do. @upetitors may succeed in developing alternatent@olgies and products that, in
comparison to the products we have and are seékidgvelop:

» are more effective and easier to L

e are more economice

* have fewer side effect

» offer other benefits; c

* may otherwise render our products less competitiv@bsolete

Many of these competitors have greater experiemdeveloping products, conducting clinical trialbtaining regulatory approvals or
clearances and manufacturing and marketing prodinatswe do.

Our products and product candidates may not achiewel maintain market acceptance and may never gatesignificant revenues.

In both domestic and foreign markets, the commesciecess of our products and product candidatiksaguire not only obtaining
regulatory approvals, but also obtaining markeeptance by retinal specialists and other doct@iepts, government health administration
authorities and other third-party payors. Whethet @ what extent our products and product candg&dathieve and maintain market
acceptance will depend on a number of factorsudino demonstrated safety and efficacy, cost-dffeness, potential advantages over other
therapies, our and our collaborative partners’ ratinky and distribution efforts and the reimbursenpesticies of government and other third-
party payors. In particular, if government and otthérd-party payors do not recommend our prodacis product candidates, limit the
indications for which they are recommended, or diognovide adequate and timely coverage and reisgmuent levels for our products, the
market acceptance of our products and product dateti will be limited. Both government and othérdtparty payors attempt to contain
healthcare costs by limiting coverage and the lefeéimbursement for products and, accordinglgytmay challenge the price and cost-
effectiveness of our products, or refuse to proeideerage for our products. If our products andipod candidates fail to achieve and maintair
market acceptance, they may fail to generate sogmif revenues and our business may be significhatimed.

Guidelines, recommendations and studies publishgd/arious organizations could reduce the use of guoducts and product candidates.

Government agencies, professional societies, pentanagement groups, private health and sciencelébions and organizations
focused on various diseases may publish guidelreesmmendations or studies related to our procarmdisproduct candidates or our
competitors’ products. Any such guidelines, recomdations or studies that reflect negatively ongmaducts or product candidates could
result in decreased use, sales of, and revenumsdine or more of our products and product candsd&terthermore, our success depends in
part on our and our partners’ ability to educataltheare providers and patients about our prodartisproduct candidates, and these educatio
efforts could be rendered ineffective by, amongebthings, third-parties’ guidelines, recommendagior studies.
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RISKS RELATED TO OUR INTELLECTUAL PROPERTY

We rely heavily upon patents and trade secretsrimtgct our proprietary technologies. If we fail forotect our intellectual property or
infringe on others’ technologies, our ability to delop and market our products and product candidateay be compromised.

Our success is dependent on whether we can oldgents, defend our existing patents and operateuiiinfringing on the proprietary
rights of third parties. As of August 31, 2014, asd 229 patents and 115 pending patent applicaiiocisading patents and pending
applications covering our Durasert, Tethadur ah@iotechnologies. Intellectual property protectdmour technologies is uncertain. We expec
to seek to patent and protect our proprietary teldyies. However, there is no assurance that adiiadal patents will be issued to us as a
result of our pending or future patent applicationshat any of our patents will withstand challesdpy others. In addition, we may not have
sufficient funds to patent and protect our proangtechnologies to the extent that we would desirat all. If we were determined to be
infringing any third-party patent, we could be rgqd to pay damages, alter our products or prosesdsain licenses, pay royalties or cease
certain operations. We may not be able to obtaynraquired licenses on commercially favorable terifrat all. In addition, many foreign
country laws may treat the protection of proprigtéghts differently from, and may not protect quoprietary rights to the same extent as, |
in the United States and Patent Co-operation Treaiytries.

Prior art may reduce the scope or protection ofipealidate, our patents. Previously conductedaegeor published discoveries may
prevent our patents from being granted, invalidegeed patents or narrow the scope of any protectidained. Reduction in scope of
protection or invalidation of our licensed or owrgatents, or our inability to obtain patents, magtde other companies to develop products
that compete with our products and product cand&lah the basis of the same or similar technoldgya result, our patents and those of our
licensors may not provide any, or sufficient, potiten against competitors. While we have not bead, are not currently, involved in any
litigation over intellectual property, such litigah may be necessary to enforce any patents issuézensed to us or to determine the scope
validity of third party proprietary rights. We majso be sued by one or more third parties allethagwe infringe their intellectual property
rights. Any intellectual property litigation woulikely result in substantial costs to us and dii@rf our efforts, and could prevent or delay
our discovery or development of product candiddfesur competitors claim technology also claimgdus, and if they prepare and file patent
applications in the U.S. or other jurisdictions, may have to participate in interference proceesloheclared by the U.S. Patent and Trademat
Office or the appropriate foreign patent officed&termine priority of invention, which could resutsubstantial cost to us and diversion of oul
efforts. Any such litigation or interference prodewys, regardless of the outcome, could be experssid time consuming. Litigation could
subject us to significant liabilities to third pag, requiring disputed rights to be licensed fithird parties and/or requiring us to cease using
certain technologies.

We also rely on trade secrets, know-how and tedyyothat are not protected by patents to maintaircompetitive position. We try to
protect this information by entering into confidiatity agreements with parties that have acce#s soich as our corporate partners,
collaborators, employees, and consultants. Anhedé parties could breach these agreements anasdisur confidential information, or our
competitors may learn of the information in someeotway. If any material trade secret, know-howether technology not protected by a
patent were to be disclosed to or independentlgldged by a competitor, our competitive positionlddoe materially harmed.

RISKS RELATED TO OUR BUSINESS, INDUSTRY, STRATEGY AND OPERATIONS
If we fail to retain key personnel, our businessudd suffer.

We are dependent upon the principal members ofmaumagement and scientific staff. In addition, whelve that our future success in
developing our products and achieving a competjtivgition may depend on whether we can attractetaih additional qualified managem:
and scientific personnel. There is strong compmetifor management and scientific personnel with@industry in which we operate, and we
may not be
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able to attract and retain such personnel. As we hasmall number of employees and we believe mdyzts are unique and highly
specialized, the loss of the services of one orenobthe principal members of our management @nsific staff, or the inability to attract and
retain additional personnel and develop expersseeded, could have a material adverse effectioresults of operations and financial
condition.

If we are subject to product liability suits, we maot have sufficient insurance to cover damag

The testing, manufacturing, and marketing and afibe products utilizing our technologies invohgks that product liability claims
may be asserted against us and/or our licenseesutrent clinical trial and product liability insance may not be adequate to cover damage:
resulting from product liability claims. Regardlefsheir merit or eventual outcome, product lidpitlaims could require us to spend
significant time, money and other resources tomtefich claims, could result in decreased demanolioproducts and product candidates, o
result in reputational harm, and could result i playment of a significant damage award. Our prolihiaility insurance coverage is subject to
deductibles and coverage limitations and may natdegjuate in scope to protect us in the evensateessful product liability claim. Further,
we may not be able to acquire sufficient clinicaltor product liability insurance in the future ceasonable commercial terms, if at all.

Consolidation in the pharmaceutical and biotechngip industries may adversely affect us.

There has been consolidation in the pharmacewitdbiotechnology industries. Consolidation coelslit in the remaining companies
having greater financial resources and technolbgagabilities, thus intensifying competition, aiegver potential collaboration partners or
licensees for our product candidates. In additiioa consolidating company is already doing businggh any of our competitors, we could
lose existing or potential future licensees oraimdiration partners as a result of such consolidatio

If we or our licensees fail to comply with envirorental laws and regulations, our or their ability tmanufacture and commercializ
products may be adversely affectt

Medical and biopharmaceutical research and devedopmvolves the controlled use of hazardous malersuch as radioactive
compounds and chemical solvents. We and our lieanaee subject to federal, state and local lawsegulations in the U.S. and abroad
governing the use, manufacture, storage, handhdgdésposal of such materials and waste productsakid they could be subject to both
criminal liability and civil damages in the everitam improper or unauthorized release of, or expostiindividuals to, hazardous materials. In
addition, claimants may sue us or them for resglijury or contamination, and the liability mayoeed our or their ability to pay. Compliance
with environmental laws and regulations is expessand current or future environmental regulatioray impair the research, development or
production efforts of our company or our licensaad harm our operating results.

If we or our licensees encounter problems with prad manufacturing, there could be delays in produdtvelopment or commercializatio
which would adversely affect our future profitabtyi.

Our ability and that of our licensees to condutiglly pre-clinical and clinical research and develept programs, obtain regulatory
approvals, and develop and commercialize our prochuedidates will depend, in part, upon our andlieensees’ ability to manufacture our
products and product candidates, either directipiaugh third parties, in accordance with FDA atiger regulatory requirements. The
manufacture, packaging and testing of our prodastsproduct candidates are regulated by the FDAsanidar foreign regulatory entities and
must be conducted in accordance with applicable B@kid comparable foreign requirements. Any chamgemanufacturing process or
procedure used for one of our products or prodactiilates, including a change in the location a@tkwvh product or product candidate is be
manufactured or in the third-party manufacturengeaised, may require the FDA’s and similar foraiggulatory entities’ prior review and/or
approval in accordance with applicable cGMP or ptegulations. Additionally, the FDA and similarégn regulatory entities may implems
new standards, or change their interpretation afareement of existing standards, for the manufactpackaging and testing of products at
any time.
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There are a limited number of manufacturers thatate under cGMP and other foreign regulationsdhaboth capable of manufactut
our products and product candidates and are witbrdp so. Alimera has contracted with individdatd-party manufacturers for the
manufacture for each of (i) the ILUVIEN implanti) (ihe ILUVIEN applicator; (iii) ILUVIEN's active pparmaceutical ingredient; and (iv) the
quality release testing of ILUVIEN in the EU. Ifyapnf Alimera’s third-party manufacturers breachittzgreements or are unable or unwilling
to perform for any reason, Alimera may not be ablcate alternative acceptable manufacturergreémto favorable agreements with them or
get them approved by the applicable regulatoryaiitas in a timely manner. Furthermore, all ofdgbenanufacturers rely on additional third
parties for the manufacture of component parts. ikabpility to acquire sufficient quantities of ILUEN implants, the ILUVIEN applicator or
the active pharmaceutical ingredient in a timelynmex from these third parties could delay commépriaduction of, and impact Alimera’s
ability to fulfil any demand for, ILUVIEN, whichni turn, would impact our ability to receive our t@ttual share of net profits from the sales
of ILUVIEN on a country-by-country basis.

Failure by us, our collaborative partners, or autheir third-party manufacturers, to comply wigbpdicable manufacturing requirements
could result in sanctions being imposed on us orcollaborative partners, including fines, injucts, civil penalties, failure of regulatory
authorities to grant marketing approval of our prctdcandidates, delays, suspension or withdrawappfovals, license revocation, seizures ot
recalls of product, operating restrictions and amathprosecutions. In addition, we or our collaltivepartners may not be able to manufacture
our product candidates successfully or have a ffartly manufacture them in a cost-effective manifieve or our collaborative partners are
unable to develop our own manufacturing facilite$o obtain or retain third-party manufacturingamteptable terms, we may not be able to
conduct certain future pre-clinical and clinicatteg or to supply commercial quantities of ourdarets. In the 2013 CRL, the FDA cited
deficiencies at the facility where ILUVIEN is magtured. Although Alimera has responded to the DA reported that it does not believe
those deficiencies will affect its European comria@rsupply, there is no assurance that the FDA bélkatisfied.

We manufacture supplies in connection with preicdihor clinical studies conducted by us or ouetisees. Our licensees have the
exclusive rights to manufacture commercial quaitf products, once approved for marketing. Odraur licensees’ reliance on third-party
manufacturers entails risks, including:

» failure of third parties to comply with cGMP anchet applicable U.S. and foreign regulations anenigploy adequate quality
assurance practice

« inability to obtain the materials necessary to pia product or to formulate the active pharmacaungredient on commercially
reasonable terms, if at a

» supply disruption, deterioration in product qualitybreach of a manufacturing or license agreeigtiie third party because of
factors beyond our or our licens’ control;

« termination or no-renewal of a manufacturing or licensing agreematit s third party at a time that is costly or diffit; and
« inability to identify or qualify an alternative mafacturer in a timely manner, even if contractuaiyrmitted to do sc

Problems associated with international business igi®ns could affect our ability to manufacture anskll our products. If we encounte
such problems, our costs could increase and ouralepment of products could be delayt

We currently maintain offices and research and ldgwveent facilities in the U.S. and the U.K., and goal is to develop products for s
by us and our licensees in most major world heatthenarkets. Manufacturing of pharmaceutical presitequires us or our licensees to
comply with regulations regarding safety and gyaditd to obtain country and jurisdiction-speciggulatory approvals and clearances. We or
our licensees may not be able to comply with sedulations or obtain or maintain needed regulaapprovals and clearances, or may
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be required to incur significant costs in doinglscaddition, our operations and future revenueg b&asubject to a number of risks associated
with foreign commerce, including the following:

» staffing and managing foreign operatio

» political and economic instabilit

» foreign currency exchange fluctuatiol

» foreign tax laws, tariffs and freight rates andrges;

» timing and availability of export license

« inadequate protection of intellectual property t&gim some countries; ai
e obtaining required government approvi

Legislative or regulatory changes may adverselyeaffour business, operations and financial resu

Our industry is highly regulated and new laws, faions and judicial decisions, and new interpretet of existing laws, regulations and
judicial decisions, may adversely affect our buss@perations and financial resu

U.S. federal and state governments continue toge®pnd pass legislation designed to reduce thethsalthcare. The Patient
Protection and Affordable Care Act of 2010, as ateeinby the Health Care and Education Reconciligicnof 2010 (PPACA) represents one
of the most significant health care reform measinelecades. The PPACA is intended to expand e8lthcare coverage primarily through
the imposition of health insurance mandates on eyeps and individuals and expansion of the Medipgadadjram. Several provisions of the
PPACA could significantly reduce payments from Mxedé and Medicaid for any product candidates thttin marketing approval in the
future. Federal and state legislatures within th®. @dnd foreign governments will likely continuectinsider changes in existing health care
legislation. We cannot predict the reform initigvthat may be adopted in the future or whethéainies that have been adopted will be
repealed or modified. The continuing efforts of owernment, insurance companies, managed caraipagians and other payors of
healthcare services to contain or reduce costsalfticare may adversely affect the demand for angyets for which we may obtain
regulatory approval; our ability to set a pricettive believe is fair for our products; our abilityobtain coverage and reimbursement approva
for a product; our ability to generate revenues actdeve or maintain profitability; or the leveltaixes that we are required to pay.

In addition, other legislative changes have beep@ed and adopted since PPACA. The Budget Coattaq]BCA) of 2011 includes
provisions to reduce the federal deficit. The B@4,amended, resulted in the imposition of 2% rédostin Medicare payments to providers
beginning in 2013. More recent legislation exterattuctions through 2024. Any significant spendiaductions affecting Medicare, Medicaid
or other publicly funded or subsidized health pamgs that may be implemented, and/or any signifitatgs or fees that may be imposed or
as part of any broader deficit reduction effortemislative replacement to the BCA, could have @ease impact on our anticipated product
revenues.

The FDAAA granted the FDA enhanced authority owedpicts already approved for sale, including autyoo require post-marketing
studies and clinical trials, labeling changes basedew safety information and compliance with estaluations and mitigation strategies
approved by the FDA. The FDA'’s exercise of thistigkly new authority could result in delays andréased costs during product
development, clinical trials and regulatory reviamd approval, increased costs following regulaggproval to assure compliance with new
post-approval regulatory requirements, and poterggrictions on the sale or distribution of appd products following regulatory approval.

Changes in the regulatory approval policy duringdievelopment period, changes in or the enactnfettditional regulations or statute
or changes in regulatory review for each submitiexdiuct application, may cause delays in the agronvrejection of an application. For
example, the July 9, 2012 reauthorization of the
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PDUFA extended by two months the period in whigh DA is expected to review and approve certain NDXthough the FDA has recently
stated that it expects to meet PDUFA’s updatediiingoals, it has in the past provided its manadisgetion to miss them due to heightened
agency workload or understaffing in the review siions. Accordingly, it remains unclear whether smdhat extent the FDA will adhere to
PDUFA timing goals in the future, which could delyproval and commercialization of our product ¢datbs.

RISKS RELATED TO OUR COMMON STOCK
The price of our common stock may be volatile.

The price of our common stock (including commorcktepresented by CHESS Depositary Interests (§iay be affected by
developments directly affecting our business, dsageby developments out of our control or notcsfieto us. The price of our common stock
dropped significantly when the FDA issued eacthef2011 CRL and the 2013 CRL with respect to ILUNI®&r DME. The biotechnology
sector, in particular, and the stock market gehgrate vulnerable to abrupt changes in investatisent. Prices of securities and trading
volumes of companies in the biotechnology industrgiuding ours, can swing dramatically in wayselated to, or that bear a disproportionate
relationship to, our performance. The price of cmmmon stock (and CDIs) and their trading volumey fiuctuate based on a number of
factors including, but not limited to:

» clinical trials and their results, and other pradared technological developments and innovati

* FDA and other domestic and international governiaaegulatory actions, receipt and timing of apswof our product
candidates, and any denials and withdrawal of afsbsc

» competitive factors, including the commercializatiof new products in our markets by our competit
» advancements with respect to treatment of the sesergeted by our product candida

» developments relating to, and actions by, our boltative partners, including execution, amendmadttarmination of agreements,
achievement of milestones and receipt of paymi

» the success of our collaborative partners in margetny approved products and the amount and timimgayments to u¢
» availability and cost of capital and our financald operating result

e actions with respect to pricing, reimbursement emekrage, and changes in reimbursement policiether practices relating to our
products or the pharmaceutical industry gener

* meeting, exceeding or failing to meet analystdhoestors’ expectations, and changes in evaluatiosrecommendations by
securities analyst:

* economic, industry and market conditions, changéseads; anc
» other factors unrelated to us or the biotechnologystry.
In addition, low trading volume in our common stamkour CDIs may increase their price volatilityolders of our common stock and
CDIs may not be able to liquidate their positiohthe desired time or price. Finally, we will neteccontinue to meet the listing requirement

the NASDAQ Global Market, including the minimum skaprice, and the Australian Securities Exchang®X) for our stock and CDls to
continue to be traded on those exchanges, respbctiv

If the holders of our outstanding warrants and stooptions exercise their warrants and options, owslgp of our common stock holdel
may be diluted, and our stock price may decline.

As of August 31, 2014, we had outstanding warrantsoptions to acquire approximately 5.4 millioargs of our common stock, or
approximately 15.5% of our shares on a fully didbibasis. The issuance of
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shares of our common stock upon exercise of theseamts and stock options could result in dilutiothe interests of other holders of our
common stock and could adversely affect our steidepThe overhang of outstanding warrants ancaptimay adversely affect our stock
price.

We do not currently intend to pay dividends on awommon stock, and any return to investors is execto come, if at all, only from
potential increases in the price of our common sto

At the present time, we intend to use available$uto finance our operations. Accordingly, whilg/pant of dividends rests within the
discretion of our board of directors, no cash divids on our common shares have been declareddobyas and we have no intention of
paying any such dividends in the foreseeable future

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES
We do not own any real property. We lease the folig:

e 1,750 square feet of laboratory space, 1,000 sdaatef clean room space and 10,900 square fesffiof space in Watertown,
Massachusetts under a lease agreement that expiesil 2019;

« 1,250 square feet of laboratory space and 1,66&redaet of office space in Malvern, United Kingdander a lease agreement tha
expires in August 2016; ar

e 526 square feet of laboratory space in MalverntééhKingdom under a lease agreement that expirdsria 2015, subject to our
right at any time to terminate upon six months adeawritten notice

ITEM 3. LEGAL PROCEEDINGS
None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

Market Information, Holders and Dividends

Our common stock is traded on the NASDAQ Global kéaunder the trading symbol “PSDV”. The followitable sets forth the high
and low prices per share of our common stock asrteg on the NASDAQ Global Market for the perioddicated:

High Low

Fiscal year ended June 30, 20

First Quartel $4.2¢ $3.1C

Second Quarte 5.6( 2.2¢

Third Quartel 5.4t 3.8¢

Fourth Quarte 4.3€ 3.2¢
Fiscal year ended June 30, 20

First Quartel $3.5C $1.4¢

Second Quarte 1.6¢ 1.17

Third Quartel 2.5¢ 1.1¢

Fourth Quarte 4.0 2.0¢

On September 8, 2014, the last reported sale pfioar common stock on the NASDAQ Global Market ds77. As of that date, we
had approximately 20 holders of record of our comrsimck and, according to our estimates, approxiy&t, 700 beneficial owners of our
common stock. In addition, as of that date, thezeavapproximately 2,140 beneficial owners of oul<CD

We have never paid cash dividends, and we do nimiate paying cash dividends in the foreseealtieré.

Equity Compensation Plan Information

The following table provides information about gexurities authorized for issuance under the Cogipanuity compensation plans as
of June 30, 2014:

Number of securities
remaining available
for future issuance

to be issued upon under equity
exercise of compensation plans
outstanding options (excluding securities
warrants and rights reflected in Column a;

Number of securities
Weighted-average
exercise price of
outstanding options

warrants and rights

Plan category @ (b) (©)
Equity Compensation plans approved by security

holders 3,791,00. $ 3.0¢ 1,144,557,
Equity Compensation plans not approved by security
holders — — —

Total 3,791,00. $ 3.0¢ 1,144,57.

On the first day of each fiscal year until Juh20,17, the number of shares reserved for issuarder tihe Companyg’ 2008 Incentive Ple
will be increased by the least of (i) 750,000 sha(® 4% of the then outstanding shares of commstoek; and (iii) any such lesser number of
shares as is determined by the Compensation Coeenuiftthe Board of Directors. On July 1, 2014,tbhmber of shares issuable under the
2008 Incentive Plan was increased by 750,000 shares
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Issuer Repurchases of Equity Securities
None.

ITEM 6. SELECTED FINANCIAL DATA

The selected historical financial data set fortlolweas of June 30, 2014, 2013, 2012, 2011 and 28#(for each of the years then ended

have been derived from our audited consolidateghfiral statements, of which the financial statemeastof June 30, 2014 and 2013 and fo

years ended June 30, 2014, 2013 and 2012 are attkidewhere in this Annual Report on Forr-K.

The information set forth below should be readanjanction with Item 7, “Management’s Discussiom analysis of Financial
Condition and Results of Operations”, and the &addftonsolidated financial statements, and the rib&rsto, and other financial information
included elsewhere herein. Our historical finaniédrmation may not be indicative of our futuresuéis of operations or financial position.

Consolidated Statements of Operations Data:
Revenues
Collaborative research and development
Royalty income
Total revenue:
Operating expense
Research and developmt
General and administrati
Gain on sale of property and equipm
Impairment of intangible assets |

Total operating expens:
Operating (loss) incom

Other income (expense
Change in fair value of derivativi
Interest incomt
Other expense, n

Total other income (expens

(Loss) income before income tay
Income tax benefit (expens

Net (loss) incomi

Net (loss) income per shal
Basic

Diluted

Weighted average common shares outstani
Basic

Diluted
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Year Ended June 30

2014 2013 2012 2011 2010
(In thousands except per share date

$ 2,15¢ $ 78C $ 2,08C $ 3,617 $22,57(
1,31¢ 1,36: 1,44¢ 1,358 48%
3,47: 2,14 3,52¢ 4,96¢ 23,05:
9,57: 7,00¢ 7,03¢ 6,86/ 6,99/
7,46¢ 7,16¢ 6,86¢ 8,10« 6,96¢
(78) — — — —

— — 14,83( — —
16,96: 14,17« 28,73 14,96¢ 13,96:
(13,490 (12,03) (25,217 (10,009 9,097
— — 17C 1,14( (339

6 16 38 30 27

@ (&) @ 13 (©)

5 14 207 1,15 (315)
(13,485 (12,01 (25,00 (8,84¢) 8,77¢
13C 117 16¢ 21¢€ (23
$(13,359  $(11,900  $(24,83)  $ (8,62) $ 8,75¢
$ (049 $ (05 $ (119 $ (0.49) $ 0.4¢
$ (049 $ (05 $ (119 $ (049 $ 0.4¢
27,44+ 23,04« 20,79 19,48¢ 18,40t
27,444 23,04 20,79 19,48¢ 18,89¢
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As of June 30,
2014 2013 2012 2011 2010
(In thousands)

Consolidated Balance Sheet Data:

Cash and cash equivale $15,33¢ $6,89¢ $ 4,628 $12,91 $15,51¢
Marketable securitie 2,94 3,37¢ 9,94¢ 11,21¢ 2,051
Total asset 22,671 16,24¢ 20,597 47,11 43,01«
Total deferred reven—current and lon-term 5,722 5,98¢ 5,95¢ 7,847 6,89¢
Total stockholder equity 14,92« 7,70( 13,63¢ 37,43: 33,04

(1) Amounts recognized were inconsequential irefi914, and included $368,000 in fiscal 2013, $J64 in fiscal 2012 and $3.3 million
in fiscal 2011 from our Restated Pfizer Agreemerdtuded $114,000 in fiscal 2014, $67,000 in fis2@13, $111,000 in fiscal 2012,
$192,000 in fiscal 2011 and $22.3 million in fis2&l10 from our collaboration agreement with Alimereluded $1.9 million in fiscal
2014 and $245,000 in fiscal 2013 in connection vetsibility study agreements; and included $1.lioniin fiscal 2012 in connection
with the termination of our field-afise license agreement with Intrinsiq. See NotetBeé@mccompanying consolidated financial staten
for additional information

(2) At December 31, 2011, we recorded a $14.8 anilimpairment charge related to our BioSilicon &ndasert intangible assets as
discussed in Notes 4 and 7 to the accompanyingotidated financial statemen
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion and analysis of financiahdition and results of operations should be readonjunction with our audited
consolidated financial statements and related nbeginning on page F-1 of this Annual Report onrrdi0-K. This discussion contains
forward-looking statements, based on current expectatimasrelated to future events and our future finahpierformance, that involve risks
and uncertainties. Our actual results may diffgmgiicantly from those anticipated or implied irete forwardooking statements as a resull
many important factors, including, but not limitex] those set forth under Item 1A, “Risk Factoraiid elsewhere in this report.

Overview

We develop tiny, sustained-release products dedigmdeliver drugs and biologics at a controlled ateady rate for weeks, months or
years. Our strategy is to use our Durasert™ ankdabetr™ drug delivery technologies to independetitlyelop products that deliver prov
drugs and biologics, while continuing to leveragese technologies through collaboration and licagseements. We are focused on treatmer
of chronic diseases of the back of the eye andlameexploring applications outside ophthalmolagyr lead product candidate Medidur is in a
pivotal Phase Il clinical trial, our lead licenspobduct ILUVIEN® has been approved in the Europgaion (EU) and is pending approval
with the U.S. Food and Drug Administration (FDAhdeour pipeline includes potential product candidait earlier stages of development. Ou
Durasert technology is the basis of three of the fustained-release products for treatment afaktiiseases currently approved in the U.S. o
EU.

Medidur™is an injectable, sustained-release micro-insesigted to treat chronic, non-infectious uveitieafing the posterior segment
of the eye (posterior uveitis) over a period uphtee years. Medidur uses the same Durasert nmeertiused in ILUVIEN (same polymers,
same drug and same dose) and delivers a loweraddlse same drug as our FDA-approved RetiSert dstgrior uveitis, which is licensed to
Bausch & Lomb. Although we originally planned tekd-DA approval of Medidur based on two Phaselitiical trials, we now expect to se
approval based on safety and efficacy data fronsmgle ongoing Phase Ill trial, with supplemem@lical data from a planned study of the
safety and usability of our proprietary insertéiLUVIEN is approved by the FDA later this year. We plahdwe a confirmatory meeting w
the FDA with respect to this regulatory stratedyhé FDA does not approve this regulatory strategy may be required to complete a seconc
Phase 1l trial for Medidur in order to submit lBDA approval, which would increase the developntiené¢ and cost of Medidur.

ILUVIEN, our lead licensed product, is an injectable,anet-release micro-insert that provides treatrogat a period of up to three
years of vision impairment associated with diabetacular edema (DME). ILUVIEN is licensed to anéddmy Alimera Sciences, In
(Alimera), and we are entitled to a share of thiepnefits (as defined) from Alimera’s sales of ILLBN on a country-by-country basis and a
$25.0 million milestone payment from Alimera if IMUEN is approved by the FDA.

ILUVIEN is commercially available in the United Kgdom (U.K.) and Germany for the treatment of chtdDME considered
insufficiently responsive to available therapias] @limera expects to launch in France and Portirgkate 2014. ILUVIEN has marketing
authorization in six other EU countries and is pegauthorization in seven more EU countries.

Alimera is also seeking marketing approval of ILUIE for DME in the U.S. Alimera entered into labglidiscussions with the FDA in
December 2013 and refiled the New Drug Applicafid®A) with the FDA in March 2014. The FDA set a Beaption Drug User Fee Act
(PDUFA) goal date of September 26, 2014. The ressgion responded to issues raised in the FDA's @xnt@013 Complete Response Letter
(CRL).

Alimera also entered into an exclusive agreemetit avithird party for distribution, regulatory areimbursement matters of ILUVIEN f
DME in Australia and New Zealand.
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Our pre-clinical research is primarily focused am ©ethadur and Durasert technology platforms. Véesaeking to develop products
using Tethadur, part of our BioSilicon™ technologgyprovide sustained delivery of peptides, prateantibodies and other large biologic
molecules. We are also researching the use of aradert technology, in some instances in combinatiith our BioSilicon technology, to
provide sustained delivery of therapeutic agentseat wet and dry Age-Related Macular Degeneratisteoarthritis and glaucoma, as well as
to provide systemic delivery of biologics.

Our FDA-approvedRetisertprovides sustained release treatment of postevigitisi for approximately two and a half years antidensec
to and sold by Bausch & Lomb. We receive royalfiem these sales.

Summary of Critical Accounting Policies and Estimaes

The discussion and analysis of our financial caoniaind results of operations is based upon owsala@ated financial statements, which
have been prepared in accordance with United Sgatesrally accepted accounting principles, or GSAP. The preparation of these finant
statements requires that we make certain estimatigments and assumptions that affect the repamsolints of assets and liabilities at the
date of the financial statements and the reponealats of revenues and expenses during the reggréiriods. We base our estimates on
historical experience, anticipated results anddseand various other factors believed to be reddenmder the circumstances, the results of
which form the basis for making judgments aboutdaeying values of assets and liabilities thatreoereadily available from other sources.
their nature, these estimates, judgments and asgums@re subject to an inherent degree of uncegytaind management evaluates them on ar
ongoing basis for changes in facts and circumstar€eanges in estimates are recorded in the piriatiich they become known. Actual
results may differ from our estimates under différ@ssumptions or conditions.

While our significant accounting policies are mériy described in Note 2 to the accompanying cdidated financial statements, we
believe that the following accounting policies ariical to understanding the judgments and esesased in the preparation of our financial
statements. It is important that the discussioousfoperating results that follows be read in coofion with the critical accounting policies
discussed below.

Revenue Recognition

Our business strategy includes entering into coliafive license and development agreements fodekrelopment and commercializati
of product candidates utilizing our technology eys$. The terms of these arrangements typicallydecmultiple deliverables by us (for
example, granting of license rights, providing eesl and development services and manufacturiegrofal materials, participating on joint
research committees) in exchange for consider&iais of some combination of non-refundable licdees, funding of research and
development activities, payments based upon acfmientof clinical development, regulatory and sahégstones and royalties in the form ¢
designated percentage of product sales or profits.

Revenue arrangements with multiple deliverablesiasieed into separate units of accounting if dertaiteria are met, including whett
the delivered element has stand-alone value toub®mer and based on the selling price of theeielbles. When deliverables are separable
consideration received is allocated to the sepangits of accounting based on the relative sefltinge method using management’s best
estimate of the standalone selling price of detibérs when vendor-specific objective evidence wdtparty evidence of selling price is not
available. Allocated consideration is recognizedesgnue upon application of the appropriate regamgognition principles to each unit.

The assessment of multiple deliverable arrangenmeqtsres judgment in order to determine the appatgunits of accounting, the
estimated selling price of each unit of accountany] the points in time that, or periods over whrelvenue should be recognized.
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For the year ended June 30, 2014, we reportedr$iflidn of collaborative research and developmevenue. Revenue is recognized
when there is persuasive evidence that an arrangeists, delivery has occurred, the price isdigad determinable and collection is
reasonably assured.

We concluded that our deliverables under the Restafizer Agreement are conducting the researctdandlopment program for the
Latanoprost Product through completion of Phasdiriical trials (the “R&D program”) and participati on a Joint Steering Committee
("*JSC"). We treat these as a single deliverableirttaconcluded that the JSC does not have standaiaine separate from the R&D program.
We concluded that the Pfizer exercise option fervlorldwide exclusive license is not a deliveradfi¢he arrangement, due to it being a
substantive option and not being priced at a siganit and incremental discount.

The total arrangement consideration of the Restafieér Agreement totaled $10.05 million, which simted of $7.75 million of deferred
revenue on our balance sheet at the effectiveplasethe $2.3 million upfront payment. The diffecerbetween the total arrangement
consideration and the estimated selling price efdtmbined deliverables, or $3.3 million, was retiped as collaborative research and
development revenue in the quarter ended Juneddq, 2he period of the modification. The remainibaance is being recognized as revenue
using the proportional performance method overeitamated period of our performance obligationseuride R&D program.

To determine the estimated selling price of the lniowd deliverable, we applied an estimated ma@iout cost projections for the
combined deliverable. A change in the estimatedymanr our cost projections would have directly anfed the amount of revenue recognizec
during fiscal 2011. An increase of 10% in our estied selling price of the combined deliverables iddave reduced revenue recognized in
fiscal 2011 by $670,000 and would have increasedithount of deferred revenue recognized in eafibazl 2012, fiscal 2013 and fiscal 2014
by 10%, or approximately $75,000, $37,000 and 1,,88spectively. Application of the proportionakoemance method in any fiscal period
would result in an increase or decrease in reveec@gnized to the extent that the aggregate pegjesists to conduct the R&D program
decreases or increases, respectively, comparée forévious period.

Recognition of Expense in Outsourced Clinical TrialAgreements

We recognize research and development expenseesiplect to outsourced agreements for clinicalsttialcontract research organizati
(“CROSs") as the services are provided, based orassessment of the services performed. We makassassments of the services performec
based on various factors, including evaluationHgythird-party CROs and our own internal reviewhaf work performed during the period,
measurements of progress by us or by the thirdspaaviders, data analysis with respect to work plated and our management’s judgment.
We have agreements with two CROs to conduct thedhiclinical trial program for Medidur for poster uveitis. Our financial obligations
under the agreements are determined by the sethiaewe request from time to time under the agm#m The actual amounts owed unde
agreements and the timing of those obligationsddgpend on various factors, including the numbeand protocols for, the trials conducted,
the number of patients and rate of patient enrailna@d other factors relating to the clinical sidlVe can change the protocol and/or services
requested and thereby increase or decrease ogatiblis under the agreements from time to timeofARine 30, 2014, our CRO agreements
provided for two Phase Il clinical trials at angaggate remaining cost of approximately $16.2 omilliAs we refine our clinical trial strategy
for Medidur for posterior uveitis through continudidlogue with regulatory authorities, we expecadjust the services under the CRO
agreements accordingly. We can terminate the agmetsnat any time without penalty, and if terminated would be liable only for services
through the termination date plus non-cancellal®@bligations to third parties.

During fiscal 2014, we recognized approximatelyl$4illion of research and development expensebataible to the initial Medidur
Phase Il clinical trial for posterior uveitis. Glges in our estimates or differences between thablevel of services performed and our
estimates may result in changes to our researckl@glopment expenses in future periods.
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Valuation of Intangible Assets

At December 31, 2011, we recorded a $11.7 milliopairment of our BioSilicon intangible and a $3.llion impairment of our
Durasert intangible. The combination of the 2011 GRd the subsequent significant decline in the @amy’s market capitalization were
determined to be impairment indicators of the Conypsafinite-lived intangible assets. To assessrédmverability of the these assets (which
had a carrying value of $19.4 million at Decembker011), we used both market-based and incomedhadeation methodologies, and
allocated the resulting fair value of the combingdngible assets to the individual assets basadilues determined under the income-based
approach.

We amortize our intangible assets using the strdigh method over their estimated economic liwelsich currently extend through
calendar year 2017 and is expected to result mege to operations of approximately $790,000 par yWe believe that the carrying value of
our intangible assets will be recouped primarilptigh expected net cash flows from our existinfuture collaboration agreements or througt
our own product development and commercialization.

We will continue to review our intangible assetsifopairment whenever events or changes in busiciessmstances indicate that the
asset carrying values may not be fully recoverablihat the useful lives of assets are no longpr@piate. Factors that could trigger an
impairment review include the following:

« Change relative to historical or projected futupemting results

* Modification or termination of our existing collatadion agreement:

» Factors affecting the development of productsaitifj the intangible asse!

» Changes in the expected use of the intangible asséhe strategy for the overall business;
* Industry or economic trends and developme

If an impairment trigger is identified, we determirecoverability of an intangible asset by compgaprojected undiscounted net cash
flows to be generated by the asset to its carryaige. If the carrying value is not recoverablejrapairment charge is recorded equal to the
excess of the asset’s carrying value over itsvalne, and the carrying value is adjusted. Estich&iture undiscounted cash flows, which relate
to existing contractual agreements as well as prejecash flows from future research and developrataboration agreements utilizing the
underlying technology systems, require managemardgment regarding future events and probabilittetual results could vary from these
estimates. Future adverse changes or other unéableefactors could result in an impairment chavijle respect to some or all of the carrying
value of our intangible assets. Such an impairrokatge could materially impact our future resuftegerations and financial position in the
reporting period identified.

A significant change in the estimation of the potéel undiscounted net cash flows for the produstsproduct candidates utilizing the

Durasert or BioSilicon technology systems, amomgeiothings, could result in the further impairmehthe carrying value of the respective
assets.
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Results of Operations
Years Ended June 30, 2014 and 2013

Year Ended June 30 Change
2014 2013 Amounts %
(In thousands except percentage:

Revenues

Collaborative research and developr $ 2,15t $ 78C $1,37¢ 17€%

Royalty income 1,31¢ 1,36: (45) (3%

Total revenue 3,47: 2,14 1,33( _62%
Operating expense

Research and developmt 9,57: 7,00t 2,56¢ 37%

General and administrati 7,46¢ 7,16¢ 29¢ 4%

Gain on sale of property and equipm (78) — (78 ne

Total operating expens: 16,96 14,17:¢ 2,78¢ _20%
Operating los! (13,490 (12,03) (1,459 (12%
Other income (expense

Interest incomt 6 16 (20 (63)%

Other expense, n (D) (2) 1 _50%

Total other incomi 5 14 (9) _(64)%
Loss before income tax (13,485 (22,017 (1,46%) (12)%
Income tax benefi 13C 117 13 _11%
Net loss $(13,35%) $(11,900 $(1,455) _(12%
Revenue

Collaborative research and development revenuedased to $2.2 million in fiscal 2014, a 176% inseertom $780,000 in fiscal 2013,
primarily due to recognition of $1.5 million of arrgement consideration upon resolution of a coating associated with completion of a
feasibility study agreement. Of the remaining def@revenue balance of $5.7 million at June 30428138,000 related to an ongoing
feasibility study is expected to be recognizedea®nue during fiscal 2015.

Royalty income, predominantly related to Retisgegreased by $45,000, or 3%, to $1.3 million indi2014 compared to $1.4 million
fiscal 2013. We do not expect Retisert royalty meato increase significantly in the next fiscalyead it may decline.

We are entitled to share in net profits, on a cguhy-country basis, from sales by Alimera of ILUBN. Alimera launched ILUVIEN in
the U.K. and Germany in the second quarter of ciegear 2013, and has reported plans to launEhaince and Portugal in late calendar yea
2014 and in the U.S. during the first quarter déndar year 2015 if ILUVIEN is approved by the FDAe do not know when and if we will
receive net profit payments with respect to anyntiguwhere Alimera sells ILUVIEN or payments withspect to countries where another
entity sells ILUVIEN. We will be entitled to a md®one payment of $25.0 million from Alimera if tR®A approves ILUVIEN in the U.S. The
PDUFA goal date for ILUVIEN is September 26, 2014.

Research and Developme

Research and development totaled $9.6 millionscdi 2014, an increase of $2.6 million, or 37%, parad to $7.0 million in fiscal 201
A $3.3 million increase in CRO costs for the Mediéhase Ill clinical trial was partially offset lay$665,000 decrease in personnel costs,
including stock-based compensation. If we
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are required to conduct an additional Phase Ihicdil trial for Medidur in order to submit for FD&pproval, we expect our research and
development expense could increase significantfisgal 2015.

General and Administrative

General and administrative increased by $300,008%g to $7.5 million for fiscal 2014 from $7.2 tioh for fiscal 2013, primarily
attributable to increased stock-based compensatidrprofessional fees.

Other Income

Other income totaled $5,000 in fiscal 2014 compaoe$l 4,000 in fiscal 2013 due to lower averagameds of marketable securities
investments.

Income Tax Benefil

Income tax benefit, which consisted of foreign egsh and development tax credits, increased byo®03por 11%, to $130,000 in fiscal
2014 from $117,000 in fiscal 2013.

Years Ended June 30, 2013 and 2012

Year Ended June 30 Change
2013 2012 Amounts %
(In thousands except percentage:

Revenues

Collaborative research and developmr $ 78C $ 2,08( $ (1,300 (63)%

Royalty income 1,36: 1,44¢ (83) (6)%

Total revenue: 2,14: 3,52¢ (1,387%) (39%
Operating expense

Research and developmt 7,00t 7,03¢ (39 (0)%

General and administratiy 7,16¢ 6,86¢ 301 1%

Impairment of intangible asse — 14,83( (14,830) (100%

Total operating expens: 14,17« 28,73’ (14,567) (51)%
Operating los! (12,03) (25,21) 13,18( 52%
Other income (expense

Change in fair value of derivativi — 17C (270 (100%

Interest incom 16 38 (22 (58)%

Other expense, n (2) (1) (1) (100%

Total other incomi 14 207 (299) (93)%
Loss before income tax (12,017 (25,004 12,98 52%
Income tax benefi 117 16¢ (52 (31)%
Net loss $(11,900 $(24,83%) $12,93¢ 52%

Revenue:
We recognized total revenue of $2.1 million foc&s2013 as compared to $3.5 million for fiscal 201

Collaborative research and development revenuéngelcto $780,000 in fiscal 2013, a 63% decrease $8.1 million in fiscal 2012,
primarily due to non-recurring revenue of $1.1 millin fiscal 2012, which was recognized upon #renination of a field-of-use license.
Approximately half of our collaborative researctidan
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development revenue was recognition of deferredmeg from collaboration agreements in fiscal 20d8ared to substantially all in the pr
year.

Our Retisert royalty income in fiscal 2013 increhge $1.4 million, a 3.6% increase over the prieay Substantially all of the royalty
income in both years was derived from sales ofdedtby Bausch & Lomb. During fiscal 2013, Bauschdmnb discontinued sales of Vitras:

Research and Developme

Research and development totaled $7.0 million ahex fiscal 2013 and fiscal 2012. Periodic amaitizn of intangible assets decreasec
by $1.3 million in fiscal 2013 compared to fisc8l12, which resulted from a $14.8 million intangibkeset impairment write-down at
December 31, 2011. This decrease was substartfédigt in fiscal 2013 by approximately $700,000rofial costs incurred for the Phase Il
clinical trial of Medidur for posterior uveitis, wth commenced in the quarter ended June 30, 20@3a approximate $600,000 increase in
personnel costs, which consisted primarily of addal headcount and cash incentive compensatiomialsc

General and Administrative

General and administrative costs increased by $801or 4%, to $7.2 million for fiscal 2013 from.$6énillion for fiscal 2012, primarily
attributable to $630,000 of cash incentive compgmsaccruals, which compared to zero in the py&ar. This was partially offset by an
approximate $430,000 decrease in professional fees.

Other Income

Other income decreased by $193,000, or 93%, td®04pr fiscal 2013 from $207,000 for fiscal 200her income for fiscal 2012
consisted primarily of the change in fair valuedefivatives of $170,000. This income, which redutedderivative liability balance to zero,
was determined using the Black-Scholes valuatiodeh@nd resulted from the July 2012 expiratiothefremaining warrants denominated in
Australian dollars (A$), which were recorded aswdive liabilities at issuance and revalued ats&gfuent period reporting dates. Interest
income, net, decreased by $23,000 from fiscal 20%B&cal 2013 as a result of lower levels of méakée securities investments and further
decreases in yields for investment grade corpdratels and commercial paper of short maturities.

Income Tax Benefil

Income tax benefit, which consisted of foreign egsh and development tax credits, decreased bp$820r 31%, to $117,000 in fiscal
2013 from $169,000 in fiscal 2012, primarily attrigble to the impact of third party funding of eéntqualified research and development
costs.

Inflation and Seasonality

Our management believes inflation has not had ama&tmpact on our operations or financial coraditand that our operations are not
currently subject to seasonal influences.

Recently Adopted and Recently Issued Accounting Prmuncements

New accounting pronouncements are issued peridglioaithe Financial Accounting Standards Board (3B%) and are adopted by us as
of the specified effective dates. Unless otherwliselosed below, we believe that the impact of ndgdssued and adopted pronouncements
will not have a material impact on our financiakiiimn, results of operations and cash flows ondbapply to our operations.
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In May 2014, the FASB issued Accounting Standardddte No. 2014-0Revenue from Contracts with Custom@rspic 606) (“ASU
2014-09"), which requires an entity to recognizeeraue in an amount that reflects the consideratiamhich the entity expects to be entitled in
exchange for the transfer of promised goods oriceswo customers. The standard will replace nixistieg revenue recognition guidance in
U.S. GAAP. ASU 2014-09 will become effective onydi] 2017, and early application is not permitfElde standard permits the use of either
the retrospective or cumulative effect transitiogtihhod. We are evaluating the impact this standaltchave on our financial statements.

Liquidity and Capital Resources

During fiscal 2011 through fiscal 2014, we finan@aot operations primarily from registered diredieoihgs of our equity securities in
January 2011, August 2012, July 2013 and March 284 #vell as the issuance of shares pursuant tatahe-market (“ATM”) facility during
fiscal 2014, and from operating cash inflows fraoehse fees and research and development fundirsgamt to collaboration arrangements
June 30, 2014, our principal sources of liquiditysisted of cash, cash equivalents and marketablgites totaling $18.3 million. Our cash
equivalents are invested in an institutional momayket fund, and our marketable securities aresi@ekbin investmengrade corporate debt &
commercial paper with maturities at June 30, 2@hging from 3 to 8.5 months.

With the exception of net income in fiscal 2010utéag from a non-recurring event, we have incuropérating losses since inception
and, at June 30, 2014, we had a total accumulagcitchf $277.0 million. We do not currently hasay assured sources of revenue and we
generally expect negative cash flows from operatimma quarterly basis unless and until such tsneereceive sufficient revenues from
ILUVIEN for DME or one or more of our other produmndidates achieve regulatory approval and proysdsufficient revenues. We believe
that our capital resources of $18.3 million at J88e2014, together with expected cash inflows uedésting collaboration agreements, will
enable us to fund our operations as currently mdrthrough the third quarter of calendar year 20hts estimate includes expected costs of
clinical development of Medidur for posterior uigjitout excludes any potential milestone or nefipreceipts under our Alimera collaboration
agreement. Our ability to fund our planned operetibeyond then, including completion of clinicaldiepment of Medidur, is expected to
depend on the amount and timing of cash receigteruour Alimera collaboration agreement, as wepraseeds from any future collaboration
or other agreements and/or financing transactiouos.capital resources would be enhanced if Alinserecessfully commercializes ILUVIEN
for chronic DME in the EU and if ILUVIEN for DME iapproved and successfully commercialized in th& lalthough even so, the amount
and timing of any such receipts is uncertain. Adoaly, we expect to need additional resourcesital four ongoing clinical development of
Medidur for posterior uveitis, as well as otherei@sh and development programs and operations.ha&thee will require, or desire, to raise
additional capital will be influenced by many fastoincluding, but not limited to:

» whether and when we receive the $25.0 million ndles payment from Alimera to which we would be tedi if the FDA approve
ILUVIEN;

« whether, when and to what extent we receive oagnues from Alimera with respect to the commeimatibn of ILUVIEN;
» the timing and cost of development of Medidur fosferior uveitis

» whether and to what extent we internally fund, wheninitiate, and how we conduct product developnagi programs, including
Tethadur application:

» whether and when we initiate Phase Il clinicall$rfar the Latanoprost Product and whether and vfeaer exercises its optio
» whether and when we are able to enter into stragangements for our product candidates andaheeof those arrangemer
» timely and successful development, regulatory apgdrand commercialization of our products and pomaandidates
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» the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing any patéaitns; anc
» changes in our operating plan, resulting in inaesaw decreases in our need for cag

Management currently believes that extending osh gasition beyond the third quarter of calendar @915 depends significantly on
possible cash flows from an FDA approval of ILUVIENd the successful commercialization by AlimerdL&fVIEN for DME. However,
there is no assurance that ILUVIEN for DME will Bpproved by the FDA, achieve market acceptancayrcauntry in the EU, or, if approve
in the U.S., or that we will receive significarftany, revenues from ILUVIEN for DME.

If we determine that it is desirable or necessamaise additional capital in the future, we do kdw if it will be available when needed
or on terms favorable to us or our stockholderth@dlgh we may be able to sell common shares withggnegate offering price of up to $10.7
million under our existing ATM facility as of Jurs®, 2014, we do not know whether and to what extentvill seek to sell shares pursuant to
that program and, if we are able to do so, on wdrats. The state of the economy and the finanaidlcaedit markets at the time or times we
seek additional financing may make it more difftad more expensive to obtain. If available, add#l equity financing may be dilutive to
stockholders, debt financing may involve restrietoovenants or other unfavorable terms and potetitigive equity, and funding through
collaboration agreements may be on unfavorablegeimaluding requiring us to relinquish rights &rt&in of our technologies or products. If
adequate financing is not available if and wherdedewe may be required to delay, reduce the sohme eliminate research or development
programs, postpone or cancel the pursuit of prodastiidates, including pre-clinical and clinicals and new business opportunities, reduce
staff and operating costs or otherwise signifigantirtail our operations to reduce our cash requémrts and extend our capital.

Our consolidated statements of historical cashdlave summarized as follows:

Year Ended June 30

2014 2013 2012
(In thousands)

Net loss: $(13,355)  $(11,900  $(24,83%
Changes in operating assets and liabili 38¢ 692 (2,715
Other adjustments to reconcile net loss to cashsfivom operating activitie 2,29t 2,46: 18,54¢

Cash flows used in operating activit $(10,67)  $ (8,745  $ (9,000

Cash flows provided by investing activiti $ 66 $ 6,35¢ $ 60€

Cash flows provided by financing activiti $ 19,04« $ 4,66¢ $ 114
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Sources and uses of operating cash flows for taesyended June 30, 2014, 2013 and 2012 are sunechaszollows:

Year Ended June 30
2014 2013 2012
(In thousands)

Operating cash inflow:

License and collaboration agreeme $ 1,96: $ 854 $ 187
Royalty income 1,34¢ 1,47 1,27
Foreign R&D tax credit 12t 152 93
Investment interest received, 1 45 21t 372
3,481 2,69¢ 1,92¢

Operating cash outflow:
Personnel cos! (5,340 (4,539 (4,90¢)
Professional fee (2,869) (2,729 (3,330
Clinical development and thi-party R&D (3,839 (2,159 (690
All other operating cash outflows, r (2,109 (2,027 (2,004
(14,157 (11,449 (10,930
Cash flows used in operating activit $(10,677) $ (8,745 $ (9,007

Operating cash inflows for each year consisted ariisnof payments received pursuant to license @ildboration agreements. As a
percentage of total license and collaboration dafébws, amounts attributable to Alimera represdrie8% in fiscal 2014, 8.4% in fiscal 2013
and 57.2% in fiscal 2012, amounts attributablen@mBa represented 6.9% in fiscal 2014 and 11.7%6dal 2013 and amounts attributable to
various feasibility study agreements represente@%6n fiscal 2014, 73.2% in fiscal 2013 and 26.n%scal 2012.

Operating cash outflows increased by $2.7 millam23.7%, from fiscal 2013 to fiscal 2014, primguds a result of: (a) an increase of
$1.4 million for Medidur clinical development; (8L.1 million of incentive compensation, which imbéd awards for fiscal 2013 and awards
for fiscal 2012 that were conditioned on eventsuogng in fiscal 2013; and (c) an increase of $20D8,0f consulting services, partially offset
by a $300,000 net reduction of other personnekc@perating cash outflows increased by $513,000,78%, from fiscal 2012 to fiscal 2013,
primarily as a result of $1.6 million of initial pments with respect to the Phase Il trial of Medtitbr posterior uveitis, partially offset by the
absence in fiscal 2013 of approximately $600,006ash incentive compensation paid in fiscal 201seHan fiscal 2011 awards and an
approximate $600,000 decrease in professional fees.

Cash flows from investing activities were primaditributable to maturities of marketable secusitieet of purchases, of $386,000 for
fiscal 2014 and $6.4 million for fiscal 2013 andnaturities and sales of marketable securitiesphptirchases, of $1.0 million for fiscal 2012.
Purchases of property and equipment totaled $288r0fiscal 2014, $68,000 in fiscal 2013 and $408, fiscal 2012.

Cash flows from financing activities in fiscal 20W4re primarily attributable to an underwritten paloffering in July 2013, a registered
direct offering in March 2014 and sale of sharespant to an ATM facility consummated in Decemb@t®, resulting in aggregate gross
proceeds of $19.3 million, net of $1.2 million dfase issue costs. Cash flows from financing a@iwiin fiscal 2013 were attributable to $5.4
million of gross proceeds from an August 2012 reged direct offering of shares and warrants, hepproximately $700,000 of share issue
costs. In addition, cash flows from financing aitiéés included proceeds from the exercise of stymfions totaling $987,000 in fiscal 2014 and
$114,000 in fiscal 2012.
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Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieatiive, or are reasonably likely to have, a otiwe future effect on our financial
condition, changes in financial condition, revenaesxpenses, results of operations, liquidity jiedyexpenditures or capital resources that
would be material to investors.

Tabular Disclosure of Contractual Obligations
The following table summarizes our minimum contwatobligations as of June 30, 2014:

Payments Due by Perioc

Less thar More than
Contractual Obligations Total 1 year 1-3 years 3-5 year: 5 years
(In thousands)
Operating Lease Obligatiol $2,15:2 $ 47F $1,31¢ $ 35¢ $ —
Purchase Obligatior 14¢ 14¢ — — —
Total $2,301 $ 624 $1,31¢ $ 35¢ $ —

Our operating lease obligations consist predomipanfitoffice and lab space in Watertown, Massacttassnd Malvern, U.K. Our
purchase obligations consist of non-cancellablelpase orders for supplies and services.

We have agreements with two CROs to conduct thedhiclinical development program for Medidur fowsterior uveitis. Our financi
obligations under the agreements are determindbebgervices that we request from time to time vttt agreements. The actual amounts
owed under the agreements and the timing of thbkgations will depend on various factors, incluglithe number of, and protocols for, the
trials conducted, the number of patients and rpatient enroliment and other factors relatinghte clinical trials. We can change the service:s
requested and thereby increase or decrease ogatiblis under the agreements from time to timeofARine 30, 2014, our CRO agreements
provided for two Phase Il clinical trials at angaggate remaining cost of approximately $16.2 omilliAs we refine our clinical trial strategy
for Medidur for posterior uveitis through continuéidlogue with regulatory authorities, we expecadjust the services under the CRO
agreements accordingly. We can terminate the agretsnat any time without penalty.

We also have employment agreements with our thxeeutive officers that would require us to makeesaxice payments to them if we
terminate their employment without cause or thecattees resign for good cause.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Foreign Currency Exchange Rates

We conduct operations in two principal currencths,U.S. dollar and the Pound Sterling )e U.S. dollar is the functional currency
our U.S. operations, and the Pound Sterling iguhetional currency for our U.K. operations. Chasmigethe foreign exchange rate of the
Pound Sterling to the U.S. dollar impact the netrafing expenses of our U.K. operations. The weakeuf the U.S. dollar in fiscal 2014
compared to fiscal 2013 resulted in a net incr@asesearch and development expense of approxiyn&f€,000. For every incremental 5%
strengthening or weakening of the weighted aveeagbange rate of the U.S. dollar in relation toRFloeind Sterling, our research and
development expense in fiscal 2014 would have @sextor increased by $100,000, respectively. Alh@nd cash equivalents, and most othe
asset and liability balances, are denominatedéh eatity’s functional currency and, accordinglye @o not consider our statement of
comprehensive loss exposure to realized and uneglioreign currency gains and losses to be sagmifi

Changes in the foreign exchange rate of the Potentir§) to the U.S. dollar also impacted total &tomders’ equity. As reported in the
statement of comprehensive loss, the relative weageof the U.S.
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dollar in relation to the Pound Sterling at Jung W4 compared to June 30, 2013 resulted in $02400ther comprehensive income due to
the translation of £593,000 of net assets of o#. dperations, predominantly the BioSilicon teclogy intangible asset, into U.S. dollars. For
every incremental 5% strengthening or weakeninth®fU.S. dollar at June 30, 2014 in relation toRbend Sterling, our stockholders’ equity
at June 30, 2014 would have decreased or increasmgabctively, by approximately $50,000.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The information required by this item may be foumdpages F-1 through F-25 of this Annual Report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our ppatexecutive officer and principal financial affir, evaluated the effectiveness of ou
disclosure controls and procedures as of June@Ql. Z'he term “disclosure controls and proceduras’gefined in Rules 13a-15(e) and 15d-1
(e) under the Securities Exchange Act of 1934 nasnaled (the “Exchange Act”), means controls andrgbhocedures of a company that are
designed to ensure that information required tdibelosed by us in the reports that we file or sitlumder the Exchange Act, is recorded,
processed, summarized and reported within the pieniods specified in the SEC’s rules and forms, thatl such information is accumulated
and communicated to our management, including dacipal executive officer and principal financi@dficer, as appropriate to allow timely
decisions regarding required disclosure. Managemesoignizes that any controls and procedures, ritenfaow well designed and operated,
can provide only reasonable assurance of achigkigigdesired objectives, and our management nadklysapplies its judgment in evaluating
the cost-benefit relationship of possible contenis procedures. Based on the evaluation of oulodisie controls and procedures as of
June 30, 2014, our principal executive officer gnidcipal financial officer concluded that, as ath date, our disclosure controls and
procedures were effective at the reasonable assitawvel.

(&) Management’s Report on Internal Control over Fhancial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as defined in Rule 13a-
15(f) or 15d-15(f) of the Exchange Act, as a preadssigned by, or under the supervision of, ourggsal executive and principal financial
officers and effected by our board of directorsnagement and other personnel to provide reasoaablgance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantegeinerally accepted accounting principles
in the U.S., and includes those policies and procegithat:

* pertain to the maintenance of records that in realsle detail accurately and fairly reflect the s@actions and dispositions of our
assets

» provide reasonable assurance that transactions@eded as necessary to permit preparation ofiflahstatements in accordance
with generally accepted accounting principles, #ad receipts and expenditures are being madeinrigcordance with
authorizations of management and our directors;

» provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, osaisposition of our assets
that could have a material effect on the finansfatements
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All internal control systems, no matter how welsigmed, have inherent limitations and may not pnéwe detect misstatements.
Projections of any evaluations of effectivenesfutare periods are subject to the risk that costrhy become inadequate because of change
in conditions, or that the degree of compliancélite policies or procedures may deteriorate.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of J@@ 2014. In making this assessment
management used the criteria set forth by the Cateenof Sponsoring Organizations of the Treadwamn@éssion (“COSO”) irinternal
Control—Integrated Framework (1992Based on this assessment, our management codchate as of such date, our internal control over
financial reporting was effective based on tho#eria.

Deloitte & Touche LLP, the independent registerablic accounting firm that audited our consolidafiedincial statements, has issuec
attestation report on our internal control ovearfinial reporting as of June 30, 2014, which isudet below in this Item 9A of our Annual
Report on Form 10-K.

(b) Changes in Internal Control over Financial Reporting

There were no changes in our internal control éwancial reporting during the last quarter of flseal year covered by this Annual
Report on Form 10-K that have materially affectadare reasonably likely to materially affect, @bernal control over financial reporting
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of p&vCorp.
Watertown, Massachusetts

We have audited the internal control over finanglorting of pSivida Corp. and subsidiaries (tB®fhpany”)as of June 30, 2014, ba:
on the criteria established linternal Control—Integrated Framework (199%sued by the Committee of Sponsoring Organizatafrthe
Treadway Commission. The Company’s managemensporesible for maintaining effective internal cohteer financial reporting and for its
assessment of the effectiveness of internal coantret financial reporting, included in the accomyag Management’s Report on Internal
Control over Financial Reporting. Our responsibilet to express an opinion on the Company’s infezaatrol over financial reporting based
on our audit.

We conducted our audit in accordance with the stedwof the Public Company Accounting Oversighti@d&/nited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etastilg and evaluating the design and operatifegtfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed by, or under the supenvidi the company’s principal
executive and principal financial officers, or pers performing similar functions, and effected g tompany’s board of directors,
management, and other personnel to provide reakpassurance regarding the reliability of financegdorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles. A comgfsaimternal control over financial
reporting includes those policies and proceduras(th) pertain to the maintenance of records thaktasonable detail, accurately and fairly
reflect the transactions and dispositions of tleetesof the company; (2) provide reasonable asserduat transactions are recorded as
necessary to permit preparation of financial stat@sin accordance with generally accepted acougiptinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management amedtdirs of the company; and
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitiose, or disposition of the company’s
assets that could have a material effect on ttanéiial statements.

Because of the inherent limitations of internaltcoinover financial reporting, including the possti of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventetbtacted on a timely basis. Also,
projections of any evaluation of the effectivenesthe internal control over financial reportingftdure periods are subject to the risk that the
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies or procedures may
deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting as of June 30, 2014,
based on the criteria establishedriternal Control—Integrated Framework (1998sued by the Committee of Sponsoring Organizatain
the Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated financial statements as of and foy#s ended June 30, 2014 of the Company and partrdated September 11, 2014 expre:
an unqualified opinion on those financial stateraent

/sl Deloitte & Touche LLP

Boston, Massachusetts
September 11, 2014
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ITEM 9B. OTHER INFORMATION
None.

PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS, AND CORPORATE GOVERN ANCE
Executive Officers

Each of our officers holds office until the firserting of the board of directors following the narnual meeting of stockholders and
until such officer’s respective successor is chasmhqualified, unless a shorter period shall Heeen specified by the terms of such officer's
election or appointment. Our current officers astet below.

Paul Ashton, 53
President and Chief Executive Officer

Dr. Ashton has served as our President and Chietiive Officer since January 2009 and was preljousr Managing Director from
January 2007 and our Executive Director of Strafegy December 2005 to January 2007. From 1996 acquired by us in December 2005,
Dr. Ashton was the President and Chief Executiviiec®f of Control Delivery Systems, Inc. (CDS), aigrdelivery company that he ¢oundec
in 1991. Dr. Ashton was previously a joint facultiember in the Departments of Ophthalmology and &yrgt the University of Kentucky,
served on the faculty of Tufts University and watles a pharmaceutical scientist at Hoffman-LaRoche.

Lori Freedman, 47
Vice President of Corporate Affairs, General Coliasel Company Secretary

Ms. Freedman has served as our Vice President ipioCate Affairs, General Counsel and Secretaryesmay 2006, and held the same
positions at CDS from 2001 to May 2006. Prior tatftMs. Freedman served as Vice President, Busibegslopment, and Counsel of
Macromedia, Inc., a provider of software for cregtinternet content and business applications, farch 2001 through September 2001.
Ms. Freedman has also served as Vice Presidengr&ebounsel, and Secretary of Allaire Corporateprovider of Internet infrastructure for
building business applications, from 1999 untilaé’s acquisition by Macromedia in 2001, as CorporaterSel of Polaroid Corporation frc
May 1998 to December 1998 and with the law firmvMaDermott, Will & Emery.

Leonard S. Ross, 64
Vice President, Finance and Principal Financialceff

Mr. Ross has served as our Vice President, Finsince November 2009 and was previously our CorpdCantroller from
October 2006. Mr. Ross was designated as the Corigparincipal financial officer in March 2009. FroB901 through April 2006, Mr. Ross
served as Corporate Controller for NMT Medical,.Jrcmedical device company. From 1990 to 1999,Réiss was employed by JetForm
Corporation, a developer of workflow software sins, where he served in various capacities, inetyice President, Finance and Vice
President, International Operations.

Corporate Governance

We have adopted a written Code of Conduct thatieppd all of our employees, officers and directdisis Code of Conduct is designed
to ensure that our business is conducted with iityegnd in compliance with SEC regulations and ND¥&) and ASX listing standards. The
Code of Conduct covers adherence to laws and
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regulations as well as professional conduct, inolg@mployment policies, conflicts of interest d@hd protection of confidential information.
The Code of Conduct is available on the “Corpo@d@ernance” section of our website at www.psividenc

We intend to disclose any future amendments tayaivers from, the Code of Conduct that affect dueators or senior financial and
executive officers within four business days of &ineendment or waiver by filing with the SEC a Caotrieeport on Form 8-K.

Other Information
The other information required to be disclosedéml 10 is hereby incorporated by reference to 6adZProxy Statement.

ITEM 11. EXECUTIVE COMPENSATION
The information required to be disclosed in ItemisLhereby incorporated by reference to our 20bkyP5Etatement.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required to be disclosed in Itemis Bereby incorporated by reference to our 20bkpP6tatement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE
The information required to be disclosed in Itemis Bereby incorporated by reference to our 20bkP6tatement.

ITEM 14.  PRINCIPAL ACCOUNTING FEES AND SERVICES
The information required to be disclosed in Itemisl4ereby incorporated by reference to our 20bkyP5Etatement.

PART IV
ITEM 15.  EXHIBITS AND FINANCIAL STATEMENTS
(2)(2) Financial Statements
The financial statements filed as part of this repee listed on the Index to Consolidated Findri8tatements on page F-1.

(a)(2) Financial Statement Schedules

Schedules have been omitted because of the abskoorditions under which they are required or lbiseahe required information is
included in the consolidated financial statementsates thereto.
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(2)(3) Exhibits.
Incorporated by Reference to SEC Filing
SEC Filing Exhibit

Exhibit No. Exhibit Description Form Date No.

Articles of Incorporation and B-Laws
3.1 Certificate of Incorporation of pSivida Cot 8-K12G3 06/19/0¢ 3.1
3.2 By-Laws of pSivida Corg 8-K 07/19/1: 3.1

Instruments Defining the Rights of Security Holde
4.1 Form of Specimen Stock Certificate for Common St 8-K12G3 06/19/0¢ 4.1
4.2 + Form of Warrant to Purchase Common Shares, datecada24, 201: 8-K 01/19/1: 99.2
4.3+ Form of Warrant to Purchase Common Shares, datgdst, 201: 8-K 08/02/1: 4.1

Material Contract—Management Contracts and Compensatory Ple
10.1 Employment Agreement, between pSivida Limited aadlRAshton, dated

January 1, 200 20-F 12/08/0¢ 4.3t
10.2 Non-Competition Agreement, between pSivida Limited &adil Ashton,

dated October 3, 20( 20-F 01/18/0¢ 4.3t
10.3 Employment Agreement, between pSivida Limited and Ereedman, dated

as of May 16, 200 6-K 05/23/0¢ 99.:
10.4 Employment Agreement, between pSivida Corp and asb8. Ross, dated

December 17, 201 8-K 12/21/1( 10.1
10.5 Option Amendment Agreement, between pSivida Corplaonard S. Ross,

dated December 17, 20 8-K 12/21/1( 10.z
10.6 Rules of the pSivida Corp. Employee Share Opti@m 8-K 06/20/0¢ 10.4(
10.7 2008 Equity Incentive Pla 8-K 08/01/1: 10.1
10.8 + Form of Stock Option Certificate for grants to extdee officers under the

pSivida Corp. 2008 Incentive Pl 8-K 09/10/0¢ 10.1
10.9 + Form of pSivida Corp. Nonstatutory Stock Optionarged to Lori Freedman

on September 4, 2008 and September 10, 10K 09/26/0¢ 10.3¢

Material Contract—Leases
10.10 Lease Agreement between pSivida Corp. and Farlegeetna Mills, LLC

dated November 1, 20: 10-Q 11/13/1: 10.1

Material Contract—License and Collaboration Agreements
10.11# Amended and Restated License Agreement betweemdC&mlivery System:

Inc. and Bausch & Lomb Incorporated dated Decerb2003, as amended

on June 28, 200 2C-F 01/18/0¢ 4.1z
10.12# Second Amendment to Amended and Restated LicensseAgent between

pSivda US, Inc. and Bausch & Lomb dated AugustiD9. 10-K 09/25/0¢ 10.1:
10.13# Amended and Restated Collaborative Research amthéécAgreement, dated

as of June 14, 2011, by and among pSivida CorpjgesUS, Inc., pSiMedica

Limited and Pfizer, Inc 1C-K/A 12/27/1: 10.13
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Incorporated by Reference to SEC Filing

SEC Filing Exhibit
Exhibit No. Exhibit Description Form Date No.
10.14# Amended and Restated Collaboration Agreement bybatdeen pSivida
Inc. and Alimera Sciences, Inc. dated March 148 8-K 04/26/1( 10.01
Other Exhibits
21.1(a) Subsidiaries of pSivida Cor
23.1(a) Consent of Independent Registered Public Accouriing, Deloitte &
Touche LLP
31.1(a) Certification of Principal Executive Officer pursudo Rule 13a-14(a)
and Rule 15-14(a) of the Securities Exchange Act, as ame!
31.2(a) Certification of Principal Financial Officer purquao Rule 13&t4(a) an
Rule 15+14(a) of the Securities Exchange Act, as amel
32.1(a) Certification of Principal Executive Officer pursudo 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of theafas-Oxley Act of
2002
32.2(a) Certification of Principal Financial Officer pursuao 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of theafas-Oxley Act of
2002
101 The following materials from pSivida Corp.’s AnniRéport on Form 10-

K for the year ended June 30, 2014, formatted itee3ble Business
Reporting Language (XBRL): (i) Consolidated Balaft®ets at June
2014 and 2013; (ii) Consolidated Statements of Getmmsive Loss for
the years ended June 30, 2014, 2013 and 201X @iiyolidated
Statements of Stockholders’ Equity for the yeamdeeinJune 30, 2014,
2013 and 2012; (iv) Consolidated Statements of Gémhs for the years
ended June 30, 2014, 2013 and 2012; and (v) Not€snsolidated
Financial Statement

#  Confidential treatment has been granted for paostimfiithis exhibi

+  The final versions of documents denoted as “foffrhave been omitted pursuant to Rule 12b-31. Sing versions are substantially
identical in all material respects to the filedsiens of such documents, provided that the nantleecihvestor, and the investor’s and/or
the Compan’s signatures are included in the final versic

(a) Filed herewitr
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

PSIVIDA CORP.

By: /s/  PAUL A SHTON
Paul Ashton,
President and Chief Executive Officel

Date: September 11, 201

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf
of the registrant in the capacities and on thesdiaidicated.

Name Title Date
/s/  DaviD J. MAzz0 Chairman of the Board of Directors September 11, 2014
David J. Mazzo
/s PAUL A SHTON President, Chief Executive Officer and Director ~ September 11, 2014
Paul Ashton (Principal Executive Officer
/s/ LEONARDS. Ross Vice President, Finance (Principal Financial and September 11, 2014
Leonard S. Ross Accounting Officer)
/s/  DouGLAS G ODSHALL Director September 11, 2014
Douglas Godshall
/s/  MICHAEL R OGERS Director September 11, 2014
Michael Rogers
/s| PETERS AVAS Director September 11, 2014
Peter Savas
/sl JAMES B ARRY Director September 11, 2014

James Barry
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of p&vCorp.
Watertown, Massachusetts

We have audited the accompanying consolidated balsineets of pSivida Corp. and subsidiaries (thmfany”) as of June 30, 2014
and 2013, and the related consolidated stateméntsmprehensive loss, stockholders’ equity, andh ¢&svs for each of the three years in the
period ended June 30, 2014. These financial statenaee the responsibility of the Company’s manag@mOur responsibility is to express an
opinion on the financial statements based on oditsu

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &andbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit also includes examininga ¢@st basis, evidence supporting the amounts iantbsures in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of pSivida Corp. and
subsidiaries as of June 30, 2014 and 2013, anck¢hts of their operations and their cash flowsefach of the three years in the period endec
June 30, 2014, in conformity with accounting prptes generally accepted in the United States of iaae

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
Company’s internal control over financial reportiag of June 30, 2014, based on the criteria eskaddliininternal Control-Integrated
Framework (1992 issued by the Committee of Sponsoring Organizatafrthe Treadway Commission and our report dasgde®nber 11,
2014 expressed an unqualified opinion on the Coripanternal control over financial reporting.

/s/ Deloitte & Touche LLP

Boston, Massachusetts
September 11, 2014
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PSIVIDA CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands except share amounts)

June 30,
2014 2013

Assets
Current assets:

Cash and cash equivale $ 15,33¢ $ 6,89¢

Marketable securitie 2,944 3,37¢

Accounts and other receivabl 517 597

Prepaid expenses and other current a: 547 1,59¢
Total current asse 19,34: 12,46¢
Property and equipment, r 297 17¢
Intangible assets, n 2,76¢ 3,43(
Other asset 117 17¢
Restricted cas 15C —
Total assets $ 22,67 $ 16,24¢
Liabilities and stockholders’ equity
Current liabilities:

Accounts payabl $ 464 $ 671

Accrued expense 1,52¢ 1,89¢

Deferred revenu 13¢ 73€
Total current liabilities 2,12¢ 3,30¢
Deferred revenue, less current port 5,58¢ 5,24¢
Deferred ren 37 —
Total liabilities 7,741 8,54¢
Commitments and contingencies (Note 1:
Stockholders’ equity:

Preferred stock, $.001 par value, 5,000,000 shar#®rized, no shares issued and outstar — —

Common stock, $.001 par value, 60,000,000 shatb®azed, 29,298,558 and 23,297,011 share:

issued and outstanding at June 30, 2014 and 284@3ectively 28 23

Additional paic-in capital 290,86 270,41!

Accumulated defici (277,019 (263,65)

Accumulated other comprehensive inca 1,04¢ 92(
Total stockholder equity 14,92¢ 7,70(
Total liabilities and stockholders’ equity $ 22,67 $ 16,24¢

See notes to consolidated financial statements
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PSIVIDA CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

Revenues
Collaborative research and developrr
Royalty income
Total revenue
Operating expense
Research and developmt
General and administrati
Gain on sale of property and equipm
Impairment of intangible asse
Total operating expens
Operating los!
Other income (expense
Change in fair value of derivativi
Interest income, ne
Other expense, n

Total other incoms

Loss before income taxi
Income tax benefi

Net loss

Net loss per shar
Basic and dilute:

Weighted average common shares outstani
Basic and dilutel
Net loss

Other comprehensive income (los
Foreign currency translation adjustme
Net unrealized gain on marketable securi

Other comprehensive income (lo
Comprehensive los

See notes to consolidated financial statements

(In thousands except per share data)
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Year Ended June 30

2014 2013 2012
$ 2158 $ 78C $ 2,08
1,31¢ 1,36 1,44¢
3,47¢ 2,14¢ 3,52¢
9,57¢ 7,00¢ 7,03¢
7,46¢ 7,16¢ 6,86¢
(78) — —

— — 14,83(
16,96 14,17 28,73
(13,490  (12,03)  (25.21)
— — 17¢

6 16 38
@) 2 @

5 14 207
(13,489  (12,01) (25,009
13C 117 16¢
$(13,35)  $(11,900  $(24,83Y
$ (049 $ (05 $ (119
27,44¢ 23,04 20,79:
$(13,35)  $(11,900  $(24,83Y
124 (29) (492)

— 7 5
124 (22) (487)
$(13,23)  $(11,92)  $(25,32)
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PSIVIDA CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(In thousands except share data)

Common Stock

Accumulated

Additional Other Total
Number of Par Value Paid-In Accumulated Comprehensive Stockholders’
Shares Amount Capital Deficit Income Equity

Balance at July 1, 2011 20,748,64 $ 21 $262,90¢ $(226,92) $ 1,42¢ $ 37,43!
Net loss — — — (24,83%) — (24,835
Other comprehensive lo — — — — (487) (487)
Exercise of stock optior 53,95( — 114 — — 114
Stoclk-based compensatic — — 1,411 — — 1,411
Balance at June 30, 20 20,802,59 21 264,43: (251,759 94z 13,63¢
Net loss — — — (12,900 — (12,900
Other comprehensive lo — — — — (22 (22
Issuance of stock, net of issue cc 2,494,41! 2 4,667 — — 4,66¢
Stoclk-based compensatic — — 1,315 — — 1,315
Balance at June 30, 20 23,297,01 23 270,41! (263,659 92( 7,70(
Net loss — — — (13,35% — (13,359
Other comprehensive incor — — — — 124 124
Issuance of stock, net of issue cc 5,576,11. 6 18,05: — — 18,05
Exercise of stock optior 425,43! — 987 — — 987
Stocl-based compensatic — — 1,411 — — 1,411
Balance at June 30, 20 29,298,55 $ 29 $290,86:¢ $(277,01) $ 1,04¢ $ 14,92¢

See notes to consolidated financial statements
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PSIVIDA CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to cash flowsflaperating activities
Impairment of intangible asse
Amortization of intangible asse
Depreciation of property and equipm
Change in fair value of derivativi
Amortization of bond premium on marketable secess
Stoclk-based compensatic
Gain on sale of property and equipm
Deferred income tax bene
Changes in operating assets and liabilit
Accounts and other receivabl
Prepaid expenses and other current a:
Accounts payabl
Accrued expense
Deferred revenu
Deferred ren

Net cash used in operating activit
Cash flows from investing activities:
Purchases of marketable securi
Maturities of marketable securiti
Proceeds from sales of marketable secut
Purchases of property and equipir
Proceeds from sale of property and equipn
Change in restricted ca
Net cash provided by investing activiti
Cash flows from financing activities:
Proceeds from issuance of stock, net of issuansts
Proceeds from exercise of stock opti
Net cash provided by financing activiti
Effect of foreign exchange rate changes on casttasid equivalent
Net increase (decrease) in cash and cash equivakent
Cash and cash equivalents at beginning of yei
Cash and cash equivalents at end of yei

See notes to consolidated financial statements
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Year Ended June 30

2014 2013 2012
$(13,35)  $(11,900  $(24,83Y
— — 14,83(
77¢ 76¢ 2,031
13¢ 22F 19C
— — (170)
45 152 264
1,411 1,317 1,411
(78) — —
— — (13
102 364 (12¢)
1,11C (1,279) (44)
(219) 271 64
(381) 1,28¢ (712)
(267) 35 (1,89%)
37 — —
(10,677 (8,74%) (9,007)
(2,962) (7,759 (15,39
3,35( 14,18¢ 15,29¢
— — 1,10¢
(24¢) (68) (40F)
78 — —
(150) — —
66 6,35¢ 60€
18,05’ 4,66¢ —
987 — 114
19,04+ 4,66¢ 114
&) ® ©)
8,43¢ 2,27¢ (8,28Y)
6,89¢ 4,62 12,91
$1533¢ $ 6,89 $ 4,62
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PSIVIDA CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Operations

pSivida Corp. (together with its subsidiaries, t6empany”), incorporated in Delaware, develops tisyystained-release products
designed to deliver drugs and biologics at a ctlett@and steady rate for weeks, months or years.ddmpany’s strategy is to use its
Durasert™ and Tethadur™ drug delivery technolotpeadependently develop products that deliver progirugs and biologics, while
continuing to leverage these technologies throwdllalmoration and license agreements. The Compafogised on treatment of chronic
diseases of the back of the eye and is also ergla@jpplications outside ophthalmology. The Compsiugad product candidate Medidur™ i
a pivotal Phase lll clinical trial, its lead liceatsproduct ILUVIEN® has been approved in the Euraggaion (“EU”) and is pending approval
with the U.S. Food and Drug Administration (“FDA3nd the Company’s pipeline includes potential pmd@andidates at earlier stages of
development. Using different generations of theaBart technology, the Company developed threeeofdinr sustained-release products for
treatment of retinal diseases approved in the ar.&U.

Medidur ™ is an injectable, sustained-release micro-irdesigned to treat chronic, non-infectious uveitieaing the posterior of the
eye (“posterior uveitis”) over a period of up toghl years. Medidur uses the same Durasert micestinsed in ILUVIEN and delivers a lower
dose of the same drug as the Company’s FDA-apprBedidert® for posterior uveitis, which is licensgedBausch & Lomb. Although the
Company originally planned to seek FDA approvaVedidur based on two Phase Il clinical trials, @@mpany now expects to seek appre
based on safety and efficacy data from its singgoing Phase 1l trial, with supplemental clinicigta on the safety and usability of its
proprietary inserter, if ILUVIEN is approved by tR®A later this year. The Company plans to haverdiomatory meeting with the FDA with
respect to the Company’s regulatory strategy.dfRBDA does not approve the Company’s regulatogtesy, the Company may be required to
complete a second Phase lll trial for Medidur idesrto submit for FDA approval, which would increake development time and cost of
Medidur. The Company is developing Medidur indepsarily.

ILUVIEN @, the Company'’s lead licensed product, is an iajglet sustained-release micro-insert that provicegment over a period of
up to three years of vision impairment associatitd diabetic macular edema (“DME"). ILUVIEN is liosed to and sold by Alimera Sciences,
Inc. (“Alimera”), and the Company is entitled to%mf the net profits (as defined) from Alimera’desaof ILUVIEN on a country-by-country
basis. The Company is also entitled to a one-tigEe@Gmillion milestone payment from Alimera if ILUEN is approved by the FDA.

ILUVIEN is commercially available in the United Kgdom (“U.K.”) and Germany for the treatment of aimDME considered
insufficiently responsive to available therapias] @limera expects to launch in France and Portirgkate 2014. ILUVIEN has marketing
authorization in six other EU countries and is pegauthorization in seven more EU countries.

Alimera is also seeking marketing approval for ILIEX for DME in the U.S. Alimera entered into labeidiscussions with the FDA in
December 2013 and refiled its New Drug Applicaftt’dDA”) with the FDA in March 2014. The FDA set &w Prescription Drug User Fee
Act goal date of September 26, 2014. The NDA resssion responded to issues raised in the FDA'’s @at8013 Complete Response Letter
(“CRL”).

The Company’s pre-clinical research is primarilgdsed on its Tethadur and Durasert technologygstat. The Company is seeking to
develop products using Tethadur, part of its Bie8ii™ technology, to provide sustained deliverypeptides, proteins, antibodies and other
large biologic molecules. The Company is also neseag the use of its Durasert technology, in sémséances in combination with its
BioSilicon technology, to provide sustained delivef therapeutic agents to treat wet and dry atsee@ macular degeneration (“AMD”),
osteoarthritis and glaucoma, as well as to progiggemic delivery of biologics.
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The Company has a history of operating losses asdihanced its operations primarily from the pexteof sales of its equity securities
and the receipt of license fees, research and aiewvent funding and royalty income from its colladt@yn partners. The Company believes
its cash, cash equivalents and marketable secuoti$18.3 million at June 30, 2014, together witpected cash inflows under existing
collaboration agreements, will enable the Companyaintain its current and planned operations thinahe third quarter of calendar year
2015. This estimate includes expected costs oicalidevelopment of Medidur, but excludes any ptiéémilestone or net profits receipts
under the Alimera collaboration agreement. The Camgfs ability to fund its planned operations beydimeh, including completion of clinical
development of Medidur, is expected to depend erathount and timing of cash receipts under the édantollaboration agreement, as well a:
proceeds from any future collaboration or otheeagrents and/or financing transactions.

2. Significant Accounting Policies
Basis of Presentation

The consolidated financial statements are presentddS. dollars in accordance with generally ateé@ccounting principles in the
United States (“U.S. GAAP”) and include the acceuritpSivida Corp. and its wholly-owned subsidiarigll intercompany accounts and
transactions have been eliminated. The Comparscsifiyear ends on June 30 of each year. The yrdesiddune 30, 2014, 2013 and 2012 ma
be referred to herein as fiscal 2014, fiscal 20i@ féscal 2012, respectively. Throughout theserfaial statements, references to “US$” and “$
are to U.S. dollars and references to “A$” are tsthalian dollars.

Use of Estimates

The preparation of consolidated financial statesméntonformity with U.S. GAAP requires managententiake certain estimates and
assumptions that affect the reported amounts aalodure of assets and liabilities at the datde@ftbnsolidated financial statements and the
reported amounts and disclosure of revenues arehsgp during the reporting periods. Significant agament estimates and assumptions
include, among others, those related to revenuwsgreton for multiple-deliverable arrangements,aguition of expense in outsourced clinical
trial agreements, recoverability of intangible asseealization of deferred tax assets and theat@ of stock option awards. Actual results
could differ from these estimates.

Foreign Currency

The functional currency of the Company and eadtscafubsidiaries is the currency of the primaryrexoic environment in which that
entity operates—the U.S. dollar or the Pound 3tgrli

Assets and liabilities of the Company’s foreign sidiary are translated at period-end exchange.rAtasunts included in the statements
of comprehensive loss and cash flows are transkdtdte weighted average exchange rates for thied&ains and losses from currency
translation are included in accumulated other cam@nsive income as a separate component of statekistdquity in the consolidated balar
sheets. The balance of accumulated other comprigleensome attributable to foreign currency tratislawas $1,045,000 at June 30, 2014
and $921,000 at June 30, 2013. Foreign currenasgailosses arising from transactions denominatéoteign currencies, whether realizec
unrealized, are recorded in other expense, néeitdnsolidated statements of comprehensive lassvare not significant for all periods
presented.

Cash Equivalents

Cash equivalents represent highly liquid investrmevith maturities of three months or less at thie dé purchase, principally consisting
of institutional money market funds.

F-8



Table of Contents

Marketable Securities

Marketable securities consist of investments witlodginal or remaining maturity of greater thanetiy days at the date of purchase. Th
Company has classified its marketable securities/aable-for-sale. Accordingly, the Company refsothese investments at fair value, with
unrealized gains and losses excluded from earm@indseported, net of tax, in accumulated other cehmgnsive income, which is a component
of stockholders’ equity. If the Company determittest a decline of any investment is other-than-teragy, the investment is written down to
fair value. As of June 30, 2014 and 2013, thereewerinvestments in a significant unrealized lassitppn. The fair value of marketable
securities is determined based on quoted marketet the balance sheet date of the same or sinstauments. The amortized cost of debt
securities is adjusted for amortization of premiwand accretion of discounts through to the eadfesale or maturity. Such amortization and
accretion amounts are included in interest incameéjn the consolidated statements of comprehemssae The cost of marketable securities
sold is determined by the specific identificatiorthrod.

Concentrations of Risk

Financial instruments that potentially subject @@npany to concentrations of credit risk consigigipally of cash, cash equivalents anc
marketable securities. At June 30, 2014, all ofGbenpany’s interest-bearing cash equivalent baraggregating $14.3 million, were
concentrated in one institutional money market fthat has investments consisting primarily of ¢edtes of deposit, commercial paper, time
deposits and treasury repurchase agreements. @gnthrese deposits may be redeemed upon demandterdfore, the Company believes
they bear minimal risk. Marketable securities atel80, 2014 and 2013 consist of investngmaide corporate bonds and commercial paper
Company’s investment policy, approved by the BadrBirectors, includes guidelines relative to dsification and maturities designed to
preserve principal and liquidity.

Pfizer revenues, which were inconsequential irefi2014, accounted for $368,000, or 17%, of taaenues in fiscal 2013 and $754,(
or 21%, of total revenues in fiscal 2012. Bauschainb accounted for $1.3 million, or 38% of tota¥eaues in fiscal 2014, $1.4 million, or
64%, of total revenues in fiscal 2013 and $1.4iatill or 41%, of total revenues in fiscal 2012. Anpeted feasibility study agreement
accounted for $1.7 million, or 49%, of total reventin fiscal 2014.

Bausch & Lomb accounted for $302,000, or 58% ddltatcounts receivable at June 30, 2014 and $30600®%3% of total accounts
receivable at June 30, 2013.

Fair Value of Financial Instruments

The carrying amounts of cash equivalents, accaeatsvable, accounts payable and accrued expeppesanate fair value because of
their short-term maturity.

Accounts and Other Receivables

Receivables consist primarily of: (i) quarterly adtyes earned; (ii) U.K. research and developmanctedits; and (iii) accrued interest on
marketable securities.

Debt and Equity Instruments

Debt and equity instruments are classified as elthlkilities or equity in accordance with the sta#rge of the contractual arrangement.
Warrants issued in connection with share issuagantbee denominated in a currency (A$) other th@an@Gompany’s functional currency (US$),
the last of which expired in July 2012, were trdads derivative liabilities, reflecting the varial@mount of functional currency to be received
upon potential exercise. After initial recogniti@ubsequent changes in the fair value of the direvéiabilities were recorded in the
consolidated statements of comprehensive losscim egporting period. Fair value was determinedgisiiBlack-Scholes valuation model.
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Property and Equipment

Property and equipment are recorded at cost ane:ciaped over their estimated useful lives (getethtee to five years) using the
straight-line method. Leasehold improvements arertized on a straight-line basis over the shortéh® remaining norwancellable lease ter
or their estimated useful lives. Repair and maiatee costs are expensed as incurred. When assettiszd or sold, the assets and
accumulated depreciation are removed from the oéiseaccounts and any gain or loss is recognized.

Leases

The Company leases real estate and office equipumeler operating leases. Its primary real estatgeleontains rent holiday and rent
escalation clauses. The Company recognizes thdofiday and scheduled rent increases on a striighbasis over the lease term, with the
excess of rent expense over cash payments recasdedeferred rent liability.

Impairment of Intangible Assets

The Companys finite life intangible assets include its acqdif@urasert and BioSilicon (including Tethadur) pagel technologies, whic
are being amortized on a straight-line basis oweivte years. The intangible asset lives were detesthbased upon the anticipated period tha
the Company will derive future cash flows from th&angible assets, considering the effects of legglulatory, contractual, competitive and
other economic factors. The Company continually ieos whether events or circumstances have occtinadndicate that the remaining
estimated useful life of its intangible assets mayrant revision. The Company assesses potent@iiments to its intangible assets when
there is evidence that events or changes in ciramoss indicate that the carrying amount of antasag not be recoverable. An impairment
loss is recognized when the future undiscounteadast flows expected to result from the use ofssetaare less than its carrying value. If the
Company considers an asset to be impaired, theiimeat charge to be recognized is measured byrtiwiat by which the carrying value of
the asset exceeds its estimated fair value. Duhiegjuarter ended December 31, 2011, the Compaoyded a $14.8 million intangible asset
impairment charge related to its Durasert and Bio@i technologies (see Note 4).

Revenue Recognition
Collaborative Research and Development and Mulipddiverable Arrangements

The Company enters into collaborative arrangemsittsstrategic partners for the development androencialization of product
candidates utilizing the Company’s technologiese Térms of these agreements have typically includeltiple deliverables by the Company
(for example, license rights, research and devetmtreervices and manufacturing of clinical matsjial exchange for consideration to the
Company of some combination of non-refundable Beefees, research and development funding, payrbaeséx upon achievement of clinical
development or other milestones and royalties énféihm of a designated percentage of product sailpsofits.

Revenue is recognized when there is persuasivemrsédthat an arrangement exists, delivery has matuhe price is fixed and
determinable, and collection is reasonably assWieidtiple-deliverable arrangements, such as licarstdevelopment agreements, are
analyzed to determine whether the deliverableseaseparated or whether they must be accountes farsingle unit of accounting. When
deliverables are separable, consideration recé$valibcated to the separate units of accountirsgth@n the relative selling price method usin
management’s best estimate of the standalonegegltine of deliverables when vendor-specific objecevidence or third-party evidence of
selling price is not available. Allocated considiEnais recognized as revenue upon applicatiomefappropriate revenue recognition princi
to each unit. When the Company determines thatrangement should be accounted for as a singleofiaitcounting, it must determine the
period over which the performance obligations wélperformed and revenue will be recognized.
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The Company estimates its performance period uzek¥enue recognition based on the specific terhesch agreement, and adjusts
performance periods, if appropriate, based on pipdicable facts and circumstances. Significant rganzent judgment may be required to
determine the level of effort required under amagement and the period over which the Companygscted to complete its performance
obligations under the arrangement. If the Compamnot reasonably estimate when its performancgatibins either are completed or becc
inconsequential, then revenue recognition is defeuntil the Company can reasonably make such astgnRevenue is then recognized over
the remaining estimated period of performance usisgcumulative catch-up method.

Royalties

Royalty income is recognized upon the sale of #hated products, provided that the royalty amoangsfixed or determinable, collection
of the related receivable is reasonably assuredr@n@ompany has no remaining performance obligatimder the arrangement. Such
revenues are included as royalty income.

If royalties are received when the Company has meintaperformance obligations, the royalty paymemtsild be attributed to the
services being provided under the arrangementteréfore revenue would be recognized as such peafore obligations are performed. Any
such revenues are included as collaborative resemd development revenues.

Reimbursement of Cos

The Company may provide research and developmerites and incur maintenance costs of licensechpatender collaboration
arrangements to assist in advancing the developafdicensed products. The Company acts primasla @rincipal in these transactions, and,
accordingly, reimbursement amounts received assifiad as a component of revenue to be recogmiarsistent with the revenue recognition
policy summarized above. The Company records thereses incurred and reimbursed on a gross basis.

Deferred Revenu

Amounts received prior to satisfying the above nexerecognition criteria are recorded as deferegdnue in the accompanying
consolidated balance sheets. Amounts not expectee tecognized within one year following the balsheet date are classified as non-
current deferred revenue.

Research and Development

Research and development costs are charged tatiopsras incurred. These costs include all dirests; including cash compensation,
stock-based compensation and benefits for reseattidlevelopment personnel, amortization of intdegilssets, third-party costs and services
for clinical trials, clinical materials, pre-clirat programs, regulatory affairs, external consu#taand other operational costs related to the
Company’s research and development of its procaradicates.

Stock-Based Compensation

The Company may award stock options and otheretaited instruments to its employees, directorscandultants pursuant to
stockholder-approved plans. Compensation costetlat such awards is based on the fair value afhteument on the grant date and is
recognized, net of estimated forfeitures, on a egagesting basis over the requisite service pddodach separately vesting tranche of the
awards. The Company estimates the fair value akstption awards using the Black-Scholes optionatdn model.
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Net Loss per Share

Basic net loss per share is computed by dividirtdoss by the weighted-average number of commoreshautstanding during the
period. For periods in which the Company reportsmeome, diluted net income per share is deterchimeadding to the weighted-average
number of common shares outstanding the averagéetof dilutive common equivalent shares usingttbéasury stock method, unless the
effect is anti-dilutive.

The following potentially dilutive securities oudstding, prior to the application of the treasugcktmethod, have been excluded from
computation of diluted weighted-average sharesandéng for the years ended June 30, 2014, 2012@b3, as they would be anti-dilutive:

June 30,
2014 2013 2012
Options 3,791,00. 3,554,54! 3,165,85!
Warrants 1,176,10! 1,176,10! 2,270,18!

4,967,100  4,730,65  5,436,04

Comprehensive Loss

Comprehensive loss is comprised of net loss, fareigrency translation adjustments and unrealizéglsgand losses on available-&ale
marketable securities.

Income Tax

The Company accounts for income taxes under thet assdl liability method. Deferred income tax assets liabilities are computed for
the expected future impact of differences betwéerfinancial reporting and income tax bases oftass® liabilities and for the expected
future benefit to be derived from tax credits amsblcarry forwards. Such deferred income tax coatjmuts are measured based on enacted ta
laws and rates applicable to the years in whickaliemporary differences are expected to be reedvarsettled. A valuation allowance is
provided against net deferred tax assets if, bandtie available evidence, it is more likely tha that some or all of the net deferred tax a
will not be realized.

The Company determines whether it is more likegnthot that a tax position will be sustained upcsmngination. If it is not more likely
than not that a position will be sustained, nonthefbenefit attributable to the position is redagd. The tax benefit to be recognized for any
tax position that meets the more likely than nebgmition threshold is calculated as the largegiwarhthat is more than 50% likely of being
realized upon resolution of the uncertainty. Thenpany accounts for interest and penalties relateshtertain tax positions as part of its
income tax benefit.

Recently Adopted and Recently Issued Accounting Prmuncements

New accounting pronouncements are issued peritglicaithe Financial Accounting Standards Board (3B8%) and are adopted by the
Company as of the specified effective dates. Unddssrwise disclosed below, the Company believasttte impact of recently issued and
adopted pronouncements will not have a materiahthpn the Company’s financial position, result®pérations and cash flows or do not
apply to the Company’s operations.

In May 2014, the FASB issued Accounting Standardddte No. 2014-0Revenue from Contracts with Custom@rspic 606) (“ASU
2014-09"), which requires an entity to recognizeeraue in an amount that reflects the consideratiamhich the entity expects to be entitled in
exchange for the transfer of promised goods oricesyvo customers. The standard will replace nixistieg revenue recognition guidance in
U.S. GAAP. ASU 2014-09 will become effective onydi] 2017, and early application is not permitfEide standard permits the use of either
the retrospective or cumulative effect transitiosthod. The Company is evaluating the impact tlisdard will have on its financial
statements.
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3. License and Collaboration Agreement:
Alimera

Under the collaboration agreement with Alimeraaa®nded in March 2008, (the “Alimera Agreementig Company licensed to
Alimera the rights to develop, market and sell@erproduct candidates, including ILUVIEN, and Aéna assumed all financial responsibility
for the development of licensed products. The Camipaentitled to receive a one-time $25.0 millilestone payment from Alimera within
30 days following an FDA approval of ILUVIEN. In diion, the Company is entitled to receive 20% mf aet profits (as defined) on sales of
each licensed product (including ILUVIEN) by Alinsgrmeasured on a quarter-by-quarter and countrgebpry basis. Alimera may recover
20% of previously incurred and unapplied net logassdefined) for commercialization of each prodnat country, but only by an offset of up
to 4% of the net profits earned in that countryheaarter, reducing the Compasyiet profit share to 16% in each country untikthoet losse
are recouped. In the event that Alimera sublicensesmercialization in any country, the Companyristked to 20% of royalties and 33% of
non-royalty consideration received by Alimera, lesgain permitted deductions.

The Companys performance obligations ended on December 319 206, accordingly, all amounts received thereaifiteler the Alimer.
Agreement are recognized as revenue upon recegitsuch earlier date, if applicable, on which angh amounts are both fixed and
determinable and reasonably assured of collediabili

Revenue related to the Alimera Agreement totaleltEI00 for fiscal 2014, $67,000 for fiscal 2013 &14.1,000 for fiscal 2012, and
consisted of reimbursements for licensed patenscos

Pfizer

In June 2011, the Company and Pfizer entered imtdraended and Restated Collaborative Research igedde agreement (the
“Restated Pfizer Agreement”) to focus solely ondiee@elopment of a sustained-release bioerodibleorinsert designed to deliver latanoprost
for human ophthalmic disease or conditions othan tlveitis (the “Latanoprost Product”). Pfizer maaheupfront payment of $2.3 million and
the Company agreed to use commercially reason#fioieseto fund the development for at least oneryeeluding assumption of an
investigator-sponsored Phase I/l dose-escalatigtyshat enrolled and followed six patients tatrecular hypertension and glaucoma. The
Company may, at its option, conduct Phase |l dihidals, which have not commenced, for the puepafsdemonstrating Proof-of-Concept
(“POC™). If the Company were to issue a final reptemonstrating POC, Pfizer would have a 90-dayaise option for an exclusive,
worldwide license to further develop and commeringathe Latanoprost Product in return for a $20illan payment to the Company and
potential double-digit sales-based royalties amdgnibed development, regulatory and sales perfocenmilestone payments. If the Company
elects to cease development of the Latanoprostuetquior to POC, Pfizer could exercise its optionthe same worldwide license upon
payment of a lesser option fee, with comparablectdns in any future milestones and royaltie®flzer does not exercise its option when
available, the Restated Pfizer Agreement will awttically terminate, with any remaining deferredereue balance recorded as revenue at tha
time, provided, however, that the Company wouldirethe right to develop and commercialize the hapaost Product.

The Company considered the Restated Pfizer Agreemeraterial modification and applied the guidaotASU No. 2009-13, Revenue
Recognition (Topic 605Multiple-Deliverable Revenue Arrangements this arrangement. The Company concluded tfizéis exercise
option is not a deliverable of the arrangement bseat is a substantive option and not pricedsigaificant and incremental discount.
Conducting the research and development prograthéokatanoprost Product through completion of BHbgials (the “R&D program”) was
deemed to be the Company’s sole consequentialedtable and, accordingly, the arrangement was tieete single unit of accounting. The
performance period is the expected period over lwtiie services are to be performed.
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The arrangement consideration of the RestatedPigeeement totaled $10.05 million, which consisté&7.75 million of deferred
revenue on the Company’s balance sheet at thetigffetate plus the $2.3 million upfront paymenteTxcess of the arrangement
consideration over the $6.7 million estimated sgliprice of the Company’s deliverables, or $3.3iam| was recognized as collaborative
research and development revenue in the peridtkeafodification, with the remaining $6.7 millionfdered and recognized as collaborative
research and development revenue over the exppetémmance period using the lesser of straiglg-imortization or the proportional
performance method. As of June 30, 2014, the Coynpantinues to evaluate the need for additionaaesh prior to any commencement of
Phase Il clinical trials and, consequently, the @any cannot currently estimate the remaining peréarce period. As a result, the current
portion of deferred revenue has been reduced &t $0ne 30, 2014 compared to $371,000 at Juned3@3, T otal deferred revenue was
approximately $5.6 million at each of June 30, 28td 2013. Collaborative research and developneseinue related to the Restated Pfizer
Agreement was inconsequential in fiscal 2014, $388in fiscal 2013 and $754,000 in fiscal 2012.t€associated with conducting the R&D
program are included in operating expenses asriedur

Pfizer owned approximately 6.4% of the Company'standing shares at June 30, 2014.

Bausch & Lomb

Pursuant to a licensing and development agreeraertnmended, Bausch & Lomb has a worldwide exclugigase to make and sell
Retisert in return for royalties based on salesisBh & Lomb was also licensed to make and selbgért, an implant for sustained release of
CMV retinitis, pursuant to this agreement, but dignued sales of Vitrasert in the second quartéiscal 2013 following patent expiration.

Royalty income totaled approximately $1.3 millionfiscal 2014 and approximately $1.4 million in lkead fiscal 2013 and 2012.
Accounts receivable from Bausch & Lomb totaled $802 at June 30, 2014 and $316,000 at June 30, 2013

Enigma Therapeutics

The Company entered into an exclusive, worldwidalty-bearing license agreement in December 20d2naled and restated in March
2013, with Enigma Therapeutics Limited (“Enigmad)y the development of BrachySil, the Company’s Bio& product candidate for the
treatment of pancreatic and other types of carider.Company received an upfront fee of $100,000isedtitled to 8% sales-based royalties,
20% of sublicense consideration and milestone paysrased on aggregate product sales. Enigmaigatdd to pay an annual license
maintenance fee of $100,000 by the end of eacimdaleyear, the first of which was received in Jap2814. For each calendar year
commencing with 2014, the Company is entitled teiee reimbursement of any patent maintenance,cemtss-based royalties and sub-
licensee sales-based royalties earned to the esttehtamounts, in the aggregate, exceed the $1@@y0tual license maintenance fee. The
Company has no consequential performance obligatioder the Enigma license agreement and, accdydangy amounts to which the
Company is entitled under the agreement are rezedras revenue on the earlier of receipt or whélaatability is reasonably assured.
Revenue related to the Enigma agreement totale®, 800 for fiscal 2014 and $100,000 for fiscal 2088June 30, 2014, no deferred revenue
was recorded for this agreement.

Intrinsiq

In January 2008, the Company and Intrinsiq Matei@dyman Limited (“Intrinsiq”) entered into an agmeent pursuant to which Intrinsiq
acquired an exclusive field-of-use license to depelnd commercialize nutraceutical and food sci@pgeications of BioSilicon, and certain
related assets, for $1.2 million.

In July 2011, Intrinsig terminated the license agnent, and the Company acquired the BioSilicortedlaapital equipment assets of
Intrinsiq for $223,000, and employed four formetrilmsiq employees. The fair value
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of the tangible assets acquired approximated tia¢ doquisition consideration. The license termoratesulted in the recognition of
collaborative research and development revenué.df@illion in the quarter ended September 30, 206dfdresenting the total Intrinsiq
deferred revenue balance at June 30, 2011.

Feasibility Study Agreements

The Company from time to time enters into fundestaments to evaluate the potential use of its w@olgy systems for sustained release
of third party drug candidates in the treatmentafous diseases. Consideration received is gdypeeaiognized as revenue over the term o
feasibility study agreement. Revenue recognitiarcmsideration, if any, related to a license aptight is assessed based on the terms of an
such future license agreement or is otherwise mgized at the completion of the feasibility studyesment. Revenues under feasibility study
agreements totaled $1.9 million for fiscal 20144%200 for fiscal 2013 and $75,000 for fiscal 2012.

4. Intangible Assets
The reconciliation of intangible assets for thergeznded June 30, 2014 and 2013 was as followhkdirsands):

June 30,
2014 2013

Patented technologie!

Gross carrying amount at beginning of y $ 38,94: $ 39,55¢
Foreign currency translation adjustme 2,74¢ (615
Gross carrying amount at end of y: 41,68¢ 38,94
Accumulated amortization at beginning of y (35,51) (35,330
Amortization expens (77¢) (769
Foreign currency translation adjustme (2,63%) 58¢
Accumulated amortization at end of y« (38,929 (35,51)
Net book value at end of ye $ 2,76f $ 3,43(

In a second CRL issued in November 2011 with resjpesn earlier NDA submission for ILUVIEN, the FDAd not grant marketing
approval for ILUVIEN for DME and, as a result, tBempany did not receive a one-time $25.0 milliotestone payment from Alimera and
Alimera was unable to commence marketing ILUVIEK EBME in the U.S. Following the public announcemefithe 2011 CRL, there was a
significant decline in the Company’s market capitgtion from $82.0 million immediately prior to tenouncement to $23.1 million at
December 31, 2011. The Company determined thatdhebination of the 2011 CRL and the decline in@loenpany’s marketing capitalization
were impairment indicators of the Company’s firiteed intangible assets.

As of December 31, 2011, the forecasted probabiiyghted undiscounted cash flows for the intargddsets were not expected to be
sufficient to recover the aggregate carrying valti$19.4 million, which consisted of $6.3 millioarfthe Durasert technology and $13.1 mil
for the BioSilicon technology. To assess the recaiviéity of the combined intangible assets, manag@msed a combination of market-based
and income-based valuation methodologies. Usingrituket-based approach as the primary indicatéaiofalue, an enterprise value of $4.4
million (market capitalization less existing capitasources) was adjusted for an estimated coptsshium and for other working capital items
to derive an implied fair value of the intangibksats of $4.6 million. Under the income-based aggrpthe forecasted cash flows expected fo
the intangible assets were discounted using adtecost of capital rates taking into account Comggspecific risks. The
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resulting fair value under this approach suppottedfair value determined under the market-baspdoagh. Based on the above analyses, the
fair value of the combined intangible assets whkated to each intangible based on the valuesrdeted under the income-based approach,
as follows (in thousands):

Pos~impairment
Carrying Value at
Pre-impairment

Carrying Value at December
December 31, 201 Impairment Charge 31, 2011
Durasert $ 6,31¢ $ (3,14)) $ 3,17
BioSilicon 13,10¢ (11,689 1,41¢
$ 19,42¢ $ (14,830 $ 4,59¢
The net book value of the Company'’s intangible saeJune 30, 2014 and 2013 is summarized asv®lim thousands):
Estimated
Remaining
Useful Life at
June 30, June 30, 201
2014 2013 (Years)
Patented technologie:
Durasert $1,85: $2,38: 3.t
BioSilicon 912 1,04 3.2

$2,76¢ $3,43(

The Company amortizes its intangible assets wititefilives on a straight-line basis over their exdjve estimated useful lives.
Amortization expense for intangible assets tot$ié@8,000 in fiscal 2014, $769,000 in fiscal 2018 &&.0 million in fiscal 2012. The carrying
value of intangible assets at June 30, 2014 of 82ll®n is expected to be amortized on a straigie-basis of approximately $790,000 per
year.

5. Marketable Securities

The amortized cost, unrealized loss and fair vafuube Company’s available-for-sale marketable s@es at June 30, 2014 and 2013
were as follows (in thousands):

June 30, 201¢

Amortized Unrealizec Fair

Cost Loss Value
Corporate bonds $ 2,44¢ $ (@) $2,44¢
Commercial pape 49¢ — 49¢
Total marketable securitit $ 2,94¢ $ @) $2,94¢

June 30, 201¢

Amortized Unrealizec Fair

Cost Loss Value
Corporate bonds $ 2,37¢ $ Q) $2,37¢
Commercial pape 99¢ — 99¢
Total marketable securitit $ 3,37t $ @) $3,37¢

During fiscal 2014, $3.0 million of marketable satias were purchased and $3.4 million maturedJute 30, 2014, the marketable
securities had maturities ranging between 3 anan®5ths, with a weighted average maturity of 7.31ths.
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6. Property and Equipment, Net
Property and equipment, net consisted of the fatligwin thousands):

June 30,
2014 2013
Property and equipment $ 1,95¢ $ 1,90¢
Leasehold improvemen 231 317
Gross property and equipme 2,18 2,22¢
Accumulated depreciation and amortizat (1,890 (2,046
$ 297 $ 17¢

Depreciation expense was $139,000 for fiscal 26225,000 for fiscal 2013 and $190,000 for fiscal20

7. Fair Value Measurements

The Company accounts for certain assets and liakifat fair value. The hierarchy below lists thieeels of fair value based on the ext
to which inputs used in measuring fair value arseoable in the market. The Company categorizds efits fair value measurements in one
of these three levels based on the lowest leveltiti@at is significant to the fair value measuretrsrits entirety. These levels are:

» Level 1—Inputs are quoted prices (unadjusted) tivaenarkets that are accessible at the measuresiagmfor identical assets and
liabilities.

» Level 2nputs are directly or indirectly observable in tharketplace, such as quoted prices for similagtass liabilities in activ
markets or quoted prices for identical assetsatnillties with insufficient volume or infrequenatrsaction (less active market

» Level 3—Inputs are unobservable estimates thasgpported by little or no market activity and ragithe Company to develop its
own assumptions about how market participants wptitte the assets or liabilitie

The Company'’s cash equivalents and marketableiiesware classified within Level 1 or Level 2 dretbasis of valuations using quoted
market prices or alternative pricing sources andeisutilizing market observable inputs, respetyiv€ertain of the Company’s corporate
debt securities were valued based on quoted piidcdke specific securities in an active market ede therefore classified as Level 1. The
remaining marketable securities have been valugti®basis of valuations provided by third-particiog services, as derived from such
services’ pricing models. Inputs to the models nmajude, but are not limited to, reported tradesositable bid and ask prices, broker/dealer
guotations, prices or yields of securities withigamcharacteristics, benchmark curves or infororapertaining to the issuer, as well as indL
and economic events. The pricing services may usatex approach, which considers information regag securities with similar
characteristics to determine the valuation foraggy, and have been classified as Level 2. Then@any’'s A$ warrants, which expired during
fiscal 2013, were derivative liabilities, classifias Level 3 and valued using the Black-Scholeseinod
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The following table summarizes the Company’s assatsed at fair value measured on a recurringsbasiune 30, 2014 and 2013 by
valuation hierarchy (in thousands):

June 30, 201¢
Significant other

Quoted prices ir

Significant
Total observable unobservable
Carrying active markets inputs inputs
Description Value (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $14,26( $ 14,26( $ — $ —
Marketable securitiet
Corporate bond 2,44¢ 1,93¢ 50¢ —
Commercial pape 50C — 50( —
$17,20¢ $ 16,19¢ $ 1,00¢ $ —
June 30, 201:
Significant other
Total Quoted prices ir L
: Significant
Carrying observable unobservable
active markets inputs inputs
Description Value (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent $6,33( $ 6,33( $ — $ —
Marketable securitiet
Corporate bond 2,37¢ 1,61¢ 75€ —
Commercial pape 99¢ — 99¢ —
$9,70¢ $ 7,94¢ $ 1,75¢ $ —

At December 31, 2011, the Company recorded a $bdli®n intangible asset impairment charge relateds Durasert and BioSilicon
technologies (see Note 4). These fair value measmts were determined using a combination of masksed and income-based valuation
methodologies, which incorporate unobservable mphereby classifying the fair value as a Leveléasurement within the fair value
hierarchy. The primary input used in the marketelaspproach was a 15% control premium that the @ognpstimated would be used by a
market participant in valuing these assets. Thaany inputs used in the income-based approachdedafter-tax weighted average cost of
capital rates ranging from 10% to 20% that the Camypestimated would be used by a market participant

The following table summarizes the Company’s assatsed at fair value measured on a non-recutvagjs at December 31, 2011 and
the losses recorded for the six month period tmelee (in thousands):

December 31, 201
Significant other

Cz(rjrt;:}lng Quoted prices ir Significant
observable unobservable
active markets inputs inputs Total
Value (Level 1) (Level 2) (Level 3) Losses
Finite-lived intangible assets $4,59¢ $ — $ o $  4,59¢ $14,83(

There was no fair value measurement on a non-liagupasis at June 30, 2014 or at June 30, 2013.
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8. Accrued Expenses
Accrued expenses consisted of the following (iruznds):

June 30,
2014 2013
Personnel costs $ 952 $1,25¢
Professional fee 24¢ 28¢€
Clinical 31¢ 35¢&
Other 7 1

$1,52¢ $1,89¢

9. Stockholders Equity
Sales of Common Stock and Warrants

In March 2014, the Company sold 1,700,000 sharés abmmon stock in a registered direct offeriogtsingle institutional investor at a
price of $4.11 per share for gross proceeds of 8illbn. Placement agent fees and other shareisests totaled $191,000.

In December 2013, the Company entered into aneatrtaarket (“ATM”) program pursuant to which the Ccemg may, at its option, offer
and sell shares of its common stock from timeretfor an aggregate offering price of up to $19ililan. In connection with execution of the
ATM program, the Company incurred transaction co$t153,000. In addition, the Company pays thesafent a commission of up to 3.0%
of the gross proceeds from the sale of such shBreig fiscal 2014, the Company sold 381,562 comistzares for net proceeds of $1.5
million, reflecting a weighted-average gross seliomice of $3.98 per share. At June 30, 2014, aneagte registered amount of approximately
$10.7 million of common stock remains availabledate under the Company’s existing shelf regisirastatement.

In July 2013, the Company sold 3,494,550 sharéts abmmon stock in an underwritten public offeratca price of $3.10 per share for
gross proceeds of $10.8 million. Underwriter consiaias and other share issue costs approximated GKBR0

In August 2012, the Company sold 2,494,419 shdrés common stock and warrants to purchase 623s6@%es of its common stock in
a registered direct offering to institutional intes for gross proceeds of $5.4 million. The sharewarrants were sold in units, each unit
consisting of one share together with 0.25 of oaerant, at a negotiated price of $2.15 per unithBahole warrant has an exercise price of
$2.50 per share and a five-year term, and becaereisable in February 2013. Placement agent feg®tduer share issue costs approximated
$700,000.

Warrants to Purchase Common Shares
The following table provides a reconciliation of dS5$ warrants for the years ended June 30, 20d42at3:

Year Ended June 30

2014 2013

Weighted Weighted
Average Average
Number of Exercise Number of Exercise

Warrants Price Warrants Price
Balance at beginning of year 1,176,10! $ 3.67 2,064,711 $ 6.17
Issued — — 623,60" 2.5C
Expired — — (1,512,21)) 6.6(
Balance and exercisable at end of \ 1,176,10! $ 3.61 1,176,10! $ 3.67
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At June 30, 2014, the remaining lives of thesetantling warrants ranged from 1.6 to 3.1 years gsgting a weighted-average term of
2.4 years.

The following table provides a reconciliation of A warrants for the year ended June 30, 2013:

Year Ended
June 30, 201:
Weighted
Average
Exercise
Number of Price
Warrants A3$
Balance at beginning of year 205,47¢ 7.6¢&
Expired (205,479 7.6¢&

Balance and exercisable at end of y — —

These A$ warrants expired on July 19, 2012.

Because the potential exercise of the A$-denominatarants would have resulted in a variable amofiptoceeds in the Company’s
functional currency, the fair value of the warrawts recorded as a derivative liability, subjeatealuation of the liability on a recurring basis
through the statement of comprehensive loss.

10. Stock-Based Compensatiot
2008 Incentive Plan

The pSivida Corp. 2008 Incentive Plan (the “2008nP) provides for the issuance of stock options atiér stock awards to directors,
employees and consultants. Awards may include siptikns, stock appreciation rights, restricted ancdestricted stock, deferred stock,
performance awards, convertible securities and geefits. At June 30, 2014, a total of 5,591,25%eshaf common stock were authorized for
issuance under the 2008 Plan, of which 1,144 ,5@&geshwere available for new awards. The 2008 Rlelndes an “evergreen provision” that
allows for an annual increase in the number ofeshaf common stock available for issuance unde2@®8 Plan. On the first day of each fis
year until July 1, 2017, the number of shares aizbd for issuance under the 2008 Plan is increbgete least of: (i) 750,000 shares; (i) -
of the then outstanding shares of common stock{i@hdny such lesser amount of shares of commooksas is determined by the
Compensation Committee of the Board of Directore Mumber of shares reserved for issuance incrégsés0,000 shares on July 1, 2014.

Options to purchase a total of 778,500 shares graneted during fiscal 2014 at exercise prices etputie closing market price of the
Company’s common stock on the NASDAQ Global MakKRASDAQ") on the respective option grant dates. Of this tafaions to purchas
613,500 shares were issued to employees with eatairiual vesting over 4 years and options to pgech&5,000 shares were issued to non-
executive directors with 1-year cliff vesting. Aabof 490,381 options vested during fiscal 2014.ofstions have a 10-year life.

The Company measures the fair value of option$ein grant date using the Black-Scholes optionipgienodel. Based upon limited
option exercise history, the Company has geneusligd the “simplified” method outlined in SEC Staffcounting Bulletin No. 107 to estimate
the expected life of stock option grants. Managdrbetieves that the historical volatility of the @pany’s stock price on NASDAQ best
represents the expected volatility over the esthéife of the option. The risk-free interest redased upon published U.S. Treasury yield
curve rates at the date of grant correspondinga@kpected life of the stock option. An assumedidind yield of zero reflects the fact that the
Company has never paid cash dividends and hagemtions to pay dividends in the foreseeable future
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The key assumptions used to apply the option priciedel for options granted under the 2008 Plaiduhe years ended June 30, 2(
2013 and 2012 were as follows:

2014 2013 2012
Option life (in years) 5.50- 6.25 5.50- 6.25 3.50- 6.25
Stock volatility 94%- 96% 95%- 98% 88%- 97%
Risk-free interest rat 1.70%- 1.99% 0.81%- 0.98% 0.53%- 2.02%
Expected dividend 0.0% 0.0% 0.0%

The Company recognizes compensation expense fpitloalportion of options that are expected to M@ased on historical trends, the
Company applies estimated forfeiture rates to detex the numbers of awards that are expected to Additional expense is recorded if the
actual forfeiture rate for each tranche of optioangs is lower than estimated, and a recoveryiof pxpense is recorded if the actual forfeiture
rate is higher than estimated. The Company asstsséarfeiture rate at the end of each reportiagqa. The Company begins to record stock
based compensation expense for performance-basied®pt the time it becomes probable that theaetsge performance conditions will be
achieved. The Company continues to recognize thet giate fair value of performance-based optiormutih the vesting date of the respective
awards so long as it remains probable that théetlgerformance conditions will be satisfied. kcél 2012, the Company reversed $121,0(
expense for performance-based options that wefeited in that year.

The following table summarizes information abowicktoptions for the years ended June 30, 2014, 2632012 (in thousands except
per share amounts):

2014 2013 2012
Weighted-average grant date fair value, per share $2.4¢ $1.2¢ $2.41
Total cash received from exercise of stock opt 987 — 114
Total intrinsic value of stock options exercis 841 — 11¢

At June 30, 2014, there was approximately $1.lionilbf unrecognized stock-based compensation expefated to unvested stock
options, which is expected to be recognized asresg@ever a weighted average period of 1.7 years.

The following table provides a reconciliation abait option activity under the 2008 Plan for fis2al 4:

Weighted
Weighted Average
Remaining
Average Contractual Aggregate
Number Exercise Intrinsic
of options Price Life Value
(in years) (in thousands’
Outstanding at July 1, 20: 3,554,54! $ 2.97
Grantec 778,50( 3.51
Exercisec (425,439 2.32
Forfeited (116,619 3.97
Outstanding at June 30, 20 3,791,00. $ 3.0¢ 6.4¢ $ 512
Outstanding at June 30, 2(—vested or unvested and expected to 3,719,97 $ 3.07 6.4¢€ $ 5,05
Exercisable at June 30, 20 2,465,55! $ 2.8¢ 5.4¢ $  3,80¢
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Stock-Based Compensation Expense

The Company'’s statements of comprehensive losadad total compensation expense from stock-basgdgrat awards as follows (in
thousands):

Year Ended June 30

2014 2013 2012
Compensation expense included
Research and developm $ 51¢€ $ 632 $ 597
General and administratiy 89t 68¢ 814

$1,411 $1,31% $1,411

11. Retirement Plans

The Company operates a defined contribution pleanthed to qualify under Section 401(k) of the Urernal Revenue Code.
Participating U.S. employees may contribute a partf their pre-tax compensation, as defined, sultigestatutory maximums. The Company
matches employee contributions up to 5% of eligdgmpensation, subject to a stated calendar yéennbd Revenue Service maximum.

The Company operates a defined contribution pendeam for U.K. employees pursuant to which the Campmakes contributions on
behalf of employees plus a matching percentagéeofiee employee contributions.

The Company contributed a total of $189,000 farefi2014, $231,000 for fiscal 2013 and $181,000ifwal 2012 in connection with
these retirement plans.

12. Income Taxes
The components of income tax benefit are as follpwghousands):

Year Ended June 30

2014 2013 2012
U.S. operations
Current income tax provisic $— $— $—
Deferred income tax bene — — (13)
— — (13

Non-U.S. operations

Current income tax bene
Deferred income tax bene

Income tax benefi

The components of loss before income taxes arellasvs (in thousands):

U.S. operations
Non-U.S. operation
Loss before income tax

F-22

(130 (117 (156

(130 (1179 (156
$(130  $(117)  $(169

Year Ended June 30

2014 2013 2012
$(11,71) $(10,10)  $(11,21Y
(1,779 (1,916 (13,789
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The difference between Compaggxpected income tax benefit, as computed by agptihe statutory U.S. federal tax rate of 34%otex
before income taxes, and actual tax is reconcilgtié following table (in thousands):

Year Ended June 30

2014 2013 2012
Income tax benefit at statutory rate $(4,58%) $(4,086€) $(8,507)
State income taxes, net of federal ber (699) (569 (599
Non-U.S. income tax rate differenti 157 14t 1,16
Research and development tax cre (169 (139 (15€)
Changes in valuation allowan 4,61¢ 2,93¢ 7,50(
Expiration of state net operating loss carryforve 161 70¢€ —
Other, ne 38C 882 424
Income tax benefi $ (130 $ (119) $ (169
The components of deferred income taxes are asafsl(in thousands):
June 30,
2014 2013
Deferred tax asset
Net operating loss carryforwar $30,12: $26,06¢
Deferred revenu 2,19¢ 2,19¢
Stoclk-based compensatic 3,07¢ 2,58¢
Provision for losses on note receiva 511 511
Other 652 843
Total deferred tax asse 36,55¢ 32,20%
Deferred tax liabilities
Intangible assel 91( 1,17
Deferred tax assets, r 35,64¢ 31,03(
Valuation allowanct 35,64¢ 31,03(
Total deferred tax liabilit $ $

The valuation allowance generally reflects limitat on the Company’s ability to use the tax attébuand reduce the value of such
attributes to the more-likely-than-not realizabtecaint. The valuation allowance increased $4.6 omltiuring fiscal 2014 and $2.9 million
during fiscal 2013.

The Company has tax net operating loss and taxtaaay forwards in its individual tax jurisdictis. At June 30, 2014, the Company
had U.S. federal net operating loss carry forwaifdspproximately $65.4 million, which expire at kars dates between calendar years 2023
and 2034. The utilization of certain of these lasd tax credit carry forwards may be limited byti®es 382 and 383 of the Internal Revenue
Code as a result of historical or future changahénCompany’s ownership. At June 30, 2014, the o1 had state net operating loss carry
forwards of approximately $24.5 million, which es@between 2031 and 2034. Additionally, at June28@4 the Company had net operating
loss carry forwards in the U.K. ofi8.2 million (approximately $32.8 million), whiclieanot subject to any expiration dates. Duringdif014
the Company recognized a current income tax beok$iff30,000 related to foreign research and deweémt tax credits earned by its U.K.
subsidiary. In addition, at June 30, 2014, the Camyphad U.S. federal and state research and dewelupgax credit carry forwards of
approximately $600,000, which expire at varioueddtetween calendar years 2016 and 2033.
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The Company’s U.S. federal income tax returns &emdar years 2002 through 2013 remain subjectammation by the Internal
Revenue Service. The Company’s U.K. tax returndisoal years 2006 through 2013 remain subjeck&enation. The Australian tax returns
for the former parent company for fiscal years 28004ugh 2008 remain subject to examination.

Through June 30, 2014, the Company had no unrepedmax benefits in its consolidated statementoofprehensive loss and no
unrecognized tax benefits in its consolidated badasheets as of June 30, 2014 or 2013.

As of June 30, 2014 and 2013, the Company had croied penalties or interest related to uncertairptsitions.

13. Commitments and Contingencie:
Operating Leases

On March 21, 2014, the Company commenced a leaspfivoximately 13,650 square feet of combinedceftind laboratory space in
Watertown, Massachusetts to replace the Compamgisqus facilities lease that expired on April B12. The Company provided a cash-
collateralized $150,000 irrevocable standby letferredit as security for the Company’s obligatiomsler the lease. The initial lease term
extends through April 2019, with a five-year renéution at market rates. In addition to base ré/@,Company is obligated to pay its
proportionate share of building operating expemrsebreal estate taxes in excess of base year agndusiddition, the Company leases
approximately 2,200 square feet of laboratory difideospace in Malvern, U.K. through August 2016.

At June 30, 2014, the Company'’s total future mimmease payments under non-cancellable operatasgéewere as follows (in
thousands):

Fiscal Year:

2015 $ 47¢E
2016 47E
2017 42tF
2018 41¢
2019 35¢€

Rent expense related to the Company’s real estatether operating leases charged to operationap@®ximately $485,000 for fiscal
2014, $454,000 for fiscal 2013 and $466,000 fardi012.

Litigation
The Company is subject to various routine legatpedings and claims incidental to its businessclvhianagement believes will not
have a material effect on the Company’s financasifion, results of operations or cash flows.

14. Segment and Geographic Area Informatior
(&) Business Segmer

The Company operates in only one business seghmang the biotechnology sector. Operating segmemetsdentified as components of
an enterprise about which separate discrete finhimformation is available for evaluation by tHeef operating decision maker in making
decisions regarding resource allocation and asggepsirformance. The chief operating decision makaie such decisions and assessed
performance at the company level, as one segment.
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(b) Geographic Area Information
The following table summarizes the Company’s reesnand long-lived assets, net, by geographic areébaqusands):

Revenues Long-lived assets, ne

2014 2013 2012 2014 2013
u.s. $3,24¢ $1,87:¢ $2,38¢ $ 24¢ $ 55
U.K. 22% 27C 1,141 49 124
Consolidatec $3,47¢ $2,14: $3,52¢ $ 297 $ 17¢

15. Quarterly Financial Data (unaudited)

The following table summarizes the quarterly resaftoperations for the years ended June 30, 20d£2@13 (in thousands except per
share amounts):

Fiscal Year 2014

First Quarter

Second Quarte

Third Quarter

Fourth Quarter

Ended Year Endec
September 3¢ Ended Ended Ended
December 31, March 31, June 30, June 30,
2013 2013 2014 2014 2014
(1)
Total revenue: $ 597 $ 592 $ 1,992 $ 292 $ 3,47:
Operating los! (3,719 (3,54)) (2,219 (4,019 (13,490
Net loss (3,68%) (3,519 (2,18%) (3,969 (13,359
Net loss per sha—basic and dilute: $ (0.19 $ (0.19 $ (0.0¢) $ (0.19 $ (0.49
Weighted average common shares-
basic and dilute: 25,91¢ 26,95:¢ 27,67: 29,25¢ 27,44
Fiscal Year 2012
First Quarter Second Quarte Third Quarter Fourth Quarter
Ended Year Endec
September 3 Ended Ended Ended
December 31, March 31, June 30, June 30,
_ 2012 2012 2013 2013 2013
Total revenues $ 553 $ 58t $ 513 $ 492 $ 2,14
Operating los! (2,590 (2,649 (2,817 (3,98)) (12,03)
Net loss (2,55) (2,609) (2,799 (3,.94) (11,900
Net loss per sha—basic and dilute: $ (0.10 $ (0.10) $ (0.19 $ (0.17) $ (0.59
Weighted average common shares-
basic and dilute: 22,29 23,297 23,29% 23,29’ 23,04

(1) Results for the third quarter of fiscal 2014lirded $1.5 million of revenue for recognition efemgement consideration upon resolution
of a contingency associated with completion ofasileility study agreement (see Note
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Exhibit 21.1
List of Subsidiaries of pSivida Corp.

Subsidiary Name Jurisdiction of Incorporation
pSivida US, Inc Delaware
pSiMedica Limitec United Kingdom

pSivida Securities Corporatic Massachuset!



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegjion Statement Nos. 333-152146 and 333-16820Borm S-8 and Registration
Statement No. 333-185549 on Form S-3 of our reftated September 11, 2014, relating to the coreelitifinancial statements of pSivida
Corp., and the effectiveness of pSivida Corp.’srimdl control over financial reporting, appearinghis Annual Report on Form 10-K of
pSivida Corp. for the year ended June 30, 2014.

/s/ Deloitte & Touche LLP

Boston, Massachusetts
September 11, 2014



Exhibit 31.1

Certification of Principal Executive Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Setties Exchange Act of 1934, as
amended.

CERTIFICATIONS

I, Paul Ashton, certify that:
1. I have reviewed this Annual Report on Forn-K of PSIVIDA CORP. ;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nisadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) anale responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitiiat occurred during the registrant’
most recent fiscal quarter (the registrant’s fofigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regrg’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samiifiole in the registrant’s
internal control over financial reporting.

Date: September 11, 2014

/s/ PAuUL A SHTON

Name: Paul Ashton

Title: President and Chief Executive Officel
(Principal Executive Officer)




Exhibit 31.2

Certification of Principal Financial Officer pursua nt to Rule 13a-14(a) and Rule 15d-14(a) of the Seatties Exchange Act of 1934, as
amended.

CERTIFICATIONS

I, Leonard S. Ross certify that:
1. I have reviewed this Annual Report on Forn-K of PSIVIDA CORP. ;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nisadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) anale responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitiiat occurred during the registrant’
most recent fiscal quarter (the registrant’s fofigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regrg’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samiifiole in the registrant’s
internal control over financial reporting.

Date: September 11, 2014

/s/ L EONARD S. Ross
Name: Leonard S. Ross
Title: Vice President, Finance
(Principal Financial and Accounting Officer)




Exhibit 32.1

Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuamt $ection 906 of the Sarbanes-
Oxley Act of 2002.

In connection with the Annual Report of pSivida Eofthe “Company”) on Form 10-K for the year endede 30, 2014, as filed with the
Securities and Exchange Commission on the date@h@he “Report”), |, Paul Ashton, President andeElxecutive Officer of the Company,
certify that to the best of my knowledge:

1. The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeof1934; anc
2. The information contained in the Report fairhggents, in all material respects, the financialdétion and results of operations of the
Company.

Date: September 11, 2014

/sl PAuUL A SHTON
Name: Paul Ashton
Title: President and Chief Executive Officel
(Principal Executive Officer)




Exhibit 32.2

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuait ection 906 of the Sarbanes-
Oxley Act of 2002.

In connection with the Annual Report of pSivida Eofthe “Company”) on Form 10-K for the year endede 30, 2014, as filed with the
Securities and Exchange Commission on the dateh@he “Report”),l, Leonard S. Ross, Vice President, Finance ofxbmpany, certify the
to the best of my knowledge:

1. The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeof1934; anc
2. The information contained in the Report fairhggents, in all material respects, the financialdétion and results of operations of the
Company.

Date: September 11, 2014

/s/ Leonard S. Ross
Name: Leonard S. Ross
Title: Vice President, Finance
(Principal Financial and Accounting Officer)




