EDGAROnline

PSIVIDA CORP.

FORM 10-K

(Annual Report)

Filed 09/10/15 for the Period Ending 06/30/15

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

480 PLEASANT STREET

SUITE B300

WATERTOWN, MA 02472
617-926-5000

0001314102

PSDV

3826 - Laboratory Analytical Instruments
Biotechnology & Drugs

Healthcare

06/30

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
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PART |
Preliminary Note Regarding Forward-Looking Statemens

This Form 10-K and our 2015 Annual Report contaimvard-looking statements within the meaning oft®ac27A 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, liquidity or other financit#ms; any statements of the plans, strategies lajedtives of management for future operations;
any statements concerning product and technolaggareh, development, trials, trial results, reguiatequirements and approvals,
reimbursement and commercialization; any otheestahts of expectations, estimations or beliefs;amdstatements of assumptions
underlying any of the foregoing. We often, althoungh always, identify forward-looking statementsusing words or phrases such as the

"o LI ” o

following: “likely”, “expect”, “intend”, “anticipae”, “believe”, “estimate”, “plan”, “project”, “foreast” and “outlook”.

We cannot guarantee that the results and othectatmns expressed, anticipated or implied in ammwérd-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 antidié results or other expectations expressed, pate 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 anticipagstimated or projected in the forward-lookingete¢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 undestajkebligation to update any
forward-looking statement, whether to reflect nefoimation, future events or otherwise. You areisety, however, to consult any further
disclosures we may make in our future reports €0SEC, on our website, www.psivida.com, or otheewis

ITEM 1. BUSINESS
Introduction

We are a leader in the development of sustainezhsel drug-delivery products for treating eye dissa®ur products deliver drugs at a
controlled and steady rate for months or yearsh&le developed three of only four sustained-relpasgucts approved by the U.S. Food and
Drug Administration (FDA) for treatment of back-tife-eye diseases. The most recent is ILUVFEN fabdtic macular edema (DME), sold
by our licensee in the U.S. and three EuropeaniJ(iid)) countries. Our lead development product, igled™ for posterior uveitis, is in
pivotal phase 11l clinical trials. Our pre-clinicdevelopment program is focused primarily on depielg products for chronic ophthalmic
diseases utilizing our core technology platforms.

ILUVIEN is an injectable, sustained-release miareert that provides treatment of DME for three gdezm a single administration.
ILUVIEN is licensed to Alimera Sciences, Inc. (Alma), and we are entitled to a share of the nditp as defined in our agreement with
Alimera) from Alimera’s sales of ILUVIEN. ILUVIEN s launched in late February 2015 in the U.S., eviiés indicated for the treatment of
DME in patients previously treated with a courseatfticosteroids without a clinically significarise in intraocular pressure. ILUVIEN has
been commercially available in the United Kingddun{.) and Germany since June 2013 and in Portigeéslanuary 2015. ILUVIEN has
marketing approvals in these and 14 other EU camtor the treatment of chronic DME considerediffisiently responsive to available
therapies. Alimera sublicensed distribution, retnriaand reimbursement matters for ILUVIEN for DNtEAustralia and New Zealand in Ar
2014, in Canada in July 2015 and in Italy in Augz(315.
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Medidur, our lead development product, is an irgblet, micro-insert designed to treat chronic ndedtious uveitis affecting the
posterior segment of the eye (posterior uveitis}licee years from a single administration. Medjdurich is the same micro-insert as
ILUVIEN, is in Phase llI clinical trials, with thBling of a new drug application (NDA) anticipat@dthe first half of 2017. We are developing
Medidur independently.

Our FDA-approved Retiseftprovides sustained release treatment of postevigitis for approximately two and a half yearsslticensec
to Bausch & Lomb, and we receive royalties fronstes.

Our pre-clinical development program is focusedaieneloping products using our core platform tecbgi@s, Durasert™ and
Tethadur™, to deliver drugs or biologics to treatand dry age-related macular degeneration (AMR)coma, osteoarthritis and other
diseases.

Durasert™, Medidur™, Tethadur™ and BioSilicon™ aue trademarks. Retisett and Vitrasert are Baustlodb’s trademarks.
ILUVIEN ©is Alimera’s trademark. This Annual Repatso contains trademarks, trade names and senadesrof other companies, which are
the property of their respective owners.

Information with respect to ILUVIEN, including relatory and marketing information, and Alimera’siqdaand intentions, reflects
information publicly disclosed by Alimera.

Fiscal 2015, fiscal 2014 and fiscal 2013 meanwevte months ended June 30, 2015, 2014 and 204i3gctvely.

Strategy

Our strategy is to use our proprietary DurasertBetthadur drug delivery technology platforms toepdndently develop new drug
delivery products for already-approved drugs amdoigics that will provide better treatment of opdithic and other diseases, while continuing
to leverage our technology platforms through callations and licenses with leading pharmaceutiedll@opharmaceutical companies,
institutions and others. We believe our technolegign provide sustained, targeted delivery of nadready-approved therapeutic agents,
resulting in improved therapeutic effectiveness betder patient compliance and convenience, witluced product development risk and cost
for us. We believe our proven track record of thapproved products, all providing sustained relediggeviously approved drugs,
demonstrates the potential of this strategy.

» Develop Sustained Delivery of OtPatent Drugs and BiologicsMany drugs and biologics are now, or will soon & patent. It
is estimated that over the next 7 years patentrageewill end on products with world-wide sales reggting over $50 billion
annually. We plan to use our technology platformdévelop products that deliver off-patent and gerdrugs and biologics with a
significant market opportunity, where less frequamging through sustained delivery and/or releagieeatreatment site through
targeted delivery would materially improve the effeeness or convenience of the original drugsialobics. By focusing on
delivery of already-approved drugs and biologiestipularly those requiring shorter clinical triaige believe we can minimize the
risks and financial investment required for prodajproval.

» 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 and/or other factorkenitadesirable for us to have a partner. For exampany 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 holdensative. We may also seek to
partner the development of products that could rizhe benefit from sustained delivery, but wouktjuire expensive clinical trials
or are in treatment areas outside of our techeigpértise. We may also seek to partner with congsanith drugs coming off pate
where our drug delivery technologies could offeiiraproved product and effectively extend the patentection.

2
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» Expand Beyond Ophthalmology While we continue to focus on our core ophthalndmpetency, 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 technologiessiteoarthritis, as well as in systemic release efapeutic agent:

Market Opportunity for Delivery of Drugs and Biologics

We develop products to address issues inhereheiddlivery of drugs and biologics. The efficacyadherapeutic agent (small drug
molecule or biologic) depends on its distributionand reaction with, the targeted tissue and dibsues in the body, duration of treatment
clearance from the body. In an ideal treatmentaghropriate amount of drug or biologic is delivkete the intended tissue at an adequate
concentration and is maintained in the locatiorhwait appropriate concentration for a sufficieniguepf time to provide effective treatment
without causing adverse effects to other tissuesoAdingly, the delivery of a drug or biologic da@ an important element of its ultimate
therapeutic value.

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 #oititended site with an appropriate
concentration for a sufficient duration or the agprate concentration disperses too quickly or eméy, thereby failing to achieve the
maximum potential therapeutic benefit. Becauseesy®ially delivered drugs disperse throughout théybthey often are administered at hic
dosage levels to achieve sufficient concentratairibe intended sites. This is particularly truetfe eyes, joints, brain and nervous system,
which have natural barriers that impede the movémedrugs to those areas. These higher dosagks leae cause harmful side effects to the
tissues beyond the intended site. To avoid thesess drugs may be administered locally to thestathsite, typically by injection. However,
maintaining a sufficient concentration at the téegdesite over time typically requires timely angeated administration of systemically and
locally delivered drugs. The delivery methods thelwiss can have risks. Repeated administration jegtion or infusion can result in serious
infections and other complications.

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 molecular size @mdplexity, it has been difficult to develop
sustained-release formulations for biologics.

Drugs or biologics are often not administered andptimal schedule or at all, because patientsotisaif-administer them as prescribed
or do not get medical professional administratismejuired. The risk of patient noncompliance iases when treatment involves multiple
products or complex or painful dosing regimengpasents age or if they suffer cognitive impairmenserious iliness, or when the treatmel
lengthy or expensive.

Treating retinal diseases is a significant chakefoy drug delivery. Due to the effectiveness & thood-eye barrier, it is difficult for
systemically administered drugs to reach the retirmufficient 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 agbieffective, but often transient, dosage le
in the eye, requiring repeated injections. Ophthhalmologics, such as Macugén (pegaptanib sodiloentis® (ranibizumab) and EYLER
(afilbercept), require injection into the eye agjfrently as every four weeks. In addition to theéssof inconvenience, cost and noncomplie
repeated intravitreal injections have medical righksluding intraocular infection, perforated sel@nd vitreous hemorrhage.

Due to the drawbacks of traditional delivery, tleerelopment of methods to deliver drugs and bioketicpatients in a more precise,
controlled fashion over sustained periods of tirag bheen a medical goal. Methods for sustained dieligery include oral and injectable
controlled-release products and skin patches #elt ® improve the consistency of the dosage awer &and extend the duration of delivery.
However, most of these methods cannot provide aafstontrolled dosage or sufficient duration diveey, particularly in diseases that

3
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are chronic or require precise dosing. Moreoven pktches and oral products still have issueystesnic delivery. There are currently very
few approved sustained-delivery products for biasg

Our Technology Systems and Products

Our two core technology platforms, Durasert anchadutr, have attributes designed to address thesssfisustained delivery for
ophthalmic and other product candidates:

. Extended Deliver. Our Durasert technology platform can deliver #peutics for predetermined periods of time rand@riom days
to years. We believe that uninterrupted, sustaifedidery offers the opportunity to develop produtist reduce the need for
repeated applications, thereby reducing the riskmtient noncompliance and adverse effects frgpeated administration

. Controlled Release Ratéur technology platforms are designed to reltfasmpeutics at a sustained, controlled rate. ievge
that this feature allows us to develop products diediver optimal concentrations of therapeuticeradme and eliminate excessive
variability in dosing during treatmer

. Localized Delivery. Our technology platforms can deliver therapeuticsctly to a target site. This administration edliow the
natural barriers of the body to isolate and agsistaintaining appropriate concentrations at thgdssite in an effort to achieve the
maximum therapeutic effect while minimizing unwahsystemic effect:

Durasert Technology System

Our three approved products, as well as our leadldpment product Medidur, use different generatiohour Durasert technology
platform to provide sustained, localized delivefylugs to the back of the eye. In our Durasertipots, a drug core is surrounded with one or
more polymer layers, and the permeability of tHagers and other aspects of the design of the jgtashintrol the rate and duration of the drug
release. By changing elements of the design, wealtanboth the rate and duration of release tot miéferent therapeutic needs. Our later
generation ILUVIEN and Medidur products are injecte the target site in an office visit, while gagkneration Retisert and Vitrasert are
surgically implanted.

The portfolio of our Durasert approved products kte-stage product candidate includes:

Product Diseas¢ Stage of Developmen Partner
ILUVIEN DME FDA-approved; commercialized since 2015; EU-appdovAlimera
(17 countries) for chronic DME; commercialized gnc
2013
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 clinical trials Independent
developmen

Approved Produc: ILUVIEN for DME

ILUVIEN is an injectable, sustained-release miareert delivering the off-patent corticosteroid fiirmlone acetonide (FAc) for
treatment of DME. Injected in an office visit, ILUEN delivers 36 months of continuous, low-doseicogteroid therapy with a single
injection. ILUVIEN is approved in the U.S. for threatment of DME in patients who have been preWotrsated with a course of
corticosteroids and did not have a clinically sfgint rise in intraocular pressure (IOP). In theBElJ countries where ILUVIEN has been
approved, it is indicated for the treatment of sisimpairment associated with chronic DME considénsufficiently responsive to available
therapies. DME is a disease suffered by diabetlwrgvleaking capillaries cause swelling in the neadhe most sensitive part of the retina.
DME is a leading cause of blindness in most devedoguntries in the working-age population.

4
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ILUVIEN is licensed to Alimera, which launched ILUEN in the U.K. and Germany in the second quart&@0d.3 and in Portugal and
the U.S. in the first quarter of 2015. ILUVIEN hasirketing authorizations in 14 additional EU coigsir We are entitled to a 20% share in ne
profits on sales of ILUVIEN by Alimera on a quargy-quarter, country-by-country basis. See “Strat&pllaborations—Alimera” below.

Alimera has engaged in regulatory proceedings agatiations with respect to the amount and/or geder reimbursement of ILUVIE
in various EU countries. In October 2013, the UsKNational Institute for Health and Care Excelle(ECE) issued a positive Final Appraisal
Determination recommending ILUVIEN funding, utiligj a simple patient access scheme (PAS), for #a¢ntrent of pseudophakic eyes (eyes
with an artificial lens) in chronic DME patientsrngidered insufficiently responsive to availablerépges. In February 2014, the Scottish
Medicines Consortium, after completing its assesérapd review of a similar simple PAS, announceadceptance of ILUVIEN for restrict:
use within the National Health Service (NHS) Sawdlain July 2014, Alimera reached agreement witRARMED, the marketing
authorization body of the Portuguese Ministry ofilie, for the pricing and reimbursement of ILUVIEd the public sector in Portugal.

Approved Product: Retisert for Posterior Uvei

Retisert is approved in the U.S. for the treatnodigosterior uveitis. Retisert is surgically impied in the eye and delivers sustained
levels of FAc for approximately 30 months. Retigeticensed to Bausch & Lomb, which sells the picidn the U.S. and pays sales-based
royalties to us. Retisert is eligible for Medicaegmbursement.

Approved Product: Vitrasert for CMV Retiniti

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, whichsisrgically implanted, provides sustained deliveiryhe antiviral drug ganciclovir for six ti
eight months. Vitrasert was licensed to Bausch &howhich discontinued sales in fiscal 2013 followpatent expiration.

Development Produc: Medidur for Posterior Uveitis

Medidur, our lead development product, is an irgblet, sustained-release micro-insert designec&t posterior uveitis for three years.
Medidur uses the same micro-insert as ILUVIEN foiB (same drug, same release rate, same polymee, dasign), but we have redesigned
the inserter to utilize a smaller gauge needlecBlpi used for intraacular injections. Like ILUVIEN, Medidur also deévs a lower dose of F/
the same drug delivered by Retisert for postenitis. However, Medidur is easier to administertiRetisert because it is injected in an o
visit, while Retisert is implanted in a surgicabpedure. We are developing Medidur independenttiylave not licensed the rights to Medidur
for posterior uveitis to Alimera or any other thjdrty.

Posterior uveitis is a chronic, non-infectious anfimatory disease affecting the posterior segmethieogye, often involving the retina,
which is a leading cause of blindness in the dgedacountries. It afflicts people of all ages, praidg swelling and destroying eye tissues,
which can lead to severe vision loss and blindriesthe U.S., posterior uveitis is estimated t@etffapproximately 175,000 people, resulting ir
approximately 30,000 cases of blindness and makihg third leading cause of blindness in the WPP&ients with posterior uveitis are
typically treated with systemic steroids, but freqtly develop serious side effects over time thatlonit effective dosing. Patients then often
progress to steroid-sparing therapy with systemimune suppressants or biologics, which themseledave severe side effects including ar
increased risk of cancer.

Medidur Phase Il Trials . We are currently conducting two Phase Il trt@l@assess the safety and efficacy of Medidur ferttbatment
of posterior uveitis. These are randomized, shantrotbed, double-masked trials.

5
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The primary endpoint of both trials is recurrenégasterior uveitis, with patients in both triatdlbwed for three years. The first Phase IlI
Medidur trial is fully enrolled with 129 patients 16 centers in the U.S. and 17 centers outsid&i8eThe primary endpoint of this trial is
recurrence of uveitis at 12 months and the lasépiis scheduled to have their 12-month followwigit in March 2016, with top-line data
expected in the second quarter of 2016. The setr@mbavill enroll up to 150 patients in approximbté.5 centers in India with a primary
endpoint for the NDA filing of recurrence of diseas 6 months. We plan to seek FDA approval of Medbased on 12-month data from the
first Phase Il trial, six-month data from the sedd”hase Il trial and data from a short-duratitlization study of our redesigned proprietary
inserter, together with data referenced from thasiHil| trials of ILUVIEN for DME. Pending favorabkesults in our ongoing clinical trials ¢
concurrence from the FDA regarding filing with ttheta package described, we expect to file an NDiherfirst half of 2017.

In our ongoing assessment of masked safety datadto first Phase 11l trial, we compared elevat®® I(over 21 mm Hg) at three mor
of follow-up in study eyes (2/3’s of which receivitkdidur) to fellow non-study eyes (none of whielsgived Medidur). At that time, for all
129 enrolled patients, only 5% more study eyes iapeed elevated IOP than the fellow nstndy eyes. Initial IOP elevation is an indicatiaf
the likelihood of subsequent clinically significd@iP increases. We believe that the minimal difieezobserved in elevated IOP in our
assessment suggests favorable results for a kety saéasure of the trials, the number of eyesdbeglop clinically significant increases in
IOP after receiving Medidur relative to control sye

Investigator-Sponsored Study of Medidur. In July 2015, Dr. Glenn J. Jaffe, Robert MachePrafessor of Ophthalmology at Duke
University School of Medicine in Durham, NC (whoaiso a principal investigator in our first Phalérlal), reported positive top-line results
from his investigator-sponsored study of Medideparting a statistically significant reduction &currence of uveitis and a statistically
significant improvement in visual acuity in eyesated with Medidur. In the three-year, ongoing giydtients with recurrent non-infectious
intermediate, posterior or pan uveitis were rand@whito receive either a low dose or a high-doddexfidur (our Phase Il trials are studying
only the low dose and only in patients with postetiveitis). One eye received Medidur (which fobjsets with disease in both eyes, was the
eye with the worse disease) and fellow diseases @gee treated with standard of care, which indiusteroid eye drops. At the most recent
follow-up visit reported, 11 of the 13 participahisd been followed for between 12 and 24 monthsJé&ffe reported that through the last
follow-up visit reported, none of the eyes treatath Medidur had any recurrence of uveitis, whidldw eyes treated with standard of care
averaged 2.33 recurrences. The difference betweatient with Medidur and standard of care wasssitally significant (p=0.014). Eyes
treated with Medidur experienced a significant ioy@ment in visual acuity, gaining an average ofetférs from baseline at 12 months on the
Snellen eye chart (p=0.014 at 12 months). At teeflalow-up visit reported, the average gain frbaseline in Medidur-treated eyes was over
20 letters, while eyes treated with standard o cierclined an average of 10 letters. The most camadeerse event in study eyes was elevate
IOP. Through the last follow-up visit reported,alrstudy eyes developed elevated IOP and weredraath eye drops, with filtering
procedures subsequently performed in two of thges.dHowever, those two eyes still gained an aeecd@ver 25 letters from baseline at the
last observation. Because the study remains maskéalthe dosage, results cannot yet be sepamttiteflow and high doses of Medidur.

Based on the ongoing IOP assessment from ouiFfirase Il trial and the top-line results from thedstigator-sponsored study, we are
optimistic that the Phase Il trials for Medidurlighow it to be as efficacious as Retisert wasasshto be in treating posterior uveitis, but with
IOP safety results that could be even better thaset shown in the ILUVIEN and Retisert Phase iéll$t

Tethadur Technology System

Our Tethadur technology system utilizes BioSilicariully-erodible, nanostructured elemental silicdesigned 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 accommodate a
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specific protein, peptide or antibody molecule.usgension of the specific biologic loaded into BlieSn in solution is injected into the
subject. The BioSilicon erodes over a predetermihedtion, and the biologic molecules are releds®d the pores on a sustained basis. We
believe that by varying the pore size and surfaea af Tethadur, the release rate of antibodieso#met therapeutics loaded into Tethadur can
be controlled, which could permit sustained delvefrantibodies and other therapeutics that culyentist be delivered by frequent injections.
The system is biocompatible and biodegradable. iBio& can also be designed to deliver smaller malies.

Development Pipelin

Our pre-clinical research is focused on using cethadur and Durasert technology platforms to deliverapeutic agents to treat wet anc
dry AMD, glaucoma and osteoarthritis, as well aprvide systemic delivery of biologics.

We expect that an IND will shortly be filed in theS. to commence an investigator-sponsored study @fplant utilizing our Durasert
technology to treat pain associated with severeoasthritis of the knee. We have been collaboratiity Hospital for Special Surgery, a
leading specialty hospital for orthopedics and rhatology, on the development of this product. It bé surgically implanted in the knee to
provide approximately six months of sustained agiiof a corticosteroid directly to the joint. Theduct is designed to offer long-term pain
relief and to delay or eliminate the need for kreyggacement surgery.

Feasibility Study Agreements

We have entered into numerous feasibility studgeagrents (some of which are funded) to evaluat®auasert and Tethadur (including
BioSilicon) technology systems for the treatmentafious ophthalmic and other diseases.

Strategic Collaborations

We have entered into a number of collaborationfbeeagreements to develop and commercialize odupt@andidates and
technologies. In all of our collaboration agreensente 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 datkand restated in March 2008, we granted Aliraaraxclusive worldwide license
to manufacture, develop, market and sell ILUVIEN tfee 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 solet the treatment and prevention of eye
diseases in humans other than uveitis or (2) &t BME in humans by delivering a compound by adidelivery method through an incision
no smaller than that required for a 25-gauge gelaneedle. The non-exclusive license is limitethtse products that, among other things,
(i) have a drug core within a polymer layer (widrtain limitations regarding chemically bonded camakions of active agents) and (ii) are
approved, or designed to be approved, to deliwaréicosteroid and no other active ingredient lajract delivery to the posterior portion of 1
eye, or to treat DME by delivering a compound kgiract delivery through an incision required fa2%gauge or larger needle. We are not
permitted to use, or grant a license to any thadypto use, the licensed technologies to makelbaay products that are or would be subje:
the non-exclusive license granted to Alimera.

Alimera has complete financial responsibility foetdevelopment of licensed products and regulaobynissions under the collaboration
agreement.
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In October 2014 Alimera paid us a one-time $25.0ioni milestone upon FDA approval of ILUVIEN as pided in our collaboration
agreement. We are entitled to receive 20% of ahyrudits (as defined) on sales by Alimera of ehodnsed product (including ILUVIEN),
measured on a quarter-by-quarter and country-byicpbasis. Alimera may recover 20% of previousigurred and unapplied net losses (as
defined) for commercialization of each product icoaintry by offsetting up to 4% of the net profirned in that country for that product each
quarter, effectively reducing pSivida’s profit shdo not less than 16% until those net lossesem@uped. If Alimera sublicenses
commercialization in any country, we are entitle®0% of royalties and 33% of non-royalty consitierareceived by Alimera, less certain
permitted deductions.

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

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, dedRetisert) in return for royalties based onssaMe agreed with Bausch & Lomb not to
develop, license or commercialize a product desigogeceive regulatory approval to treat uveliig, only for so long as (i) Bausch & Lomt
actively commercializing a product the net salew/lich bear the base royalty payable to us thabisubject to any royalty reduction or offset
and (ii) Bausch & Lomb has not developed or commaéred a uveitis product that does not bear soghlties. This agreement also covered
Vitrasert prior to patent expiration. Bausch & Lowdn terminate its agreement with us without pgretlany time upon 90 days’ written
notice.

Pfizer

Our June 2011 Amended and Restated Collaboratiged®eh and License Agreement with Pfizer (the Regtafizer Agreement)
provides Pfizer an exclusive option, under variousumstances, to license the development and coomfization of a sustained release
bioerodible implant to deliver latanoprost by sutjooctival injection (the Latanoprost Product) vewide for human ophthalmic disease or
conditions other than uveitis. Under the RestafimbPAgreement, at our discretion and expensecavedevelop the Latanoprost Product
through Phase Il clinical trials. If we cease depetent, or if we commence and complete Phasericali 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 eriod 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 ofititeés and obligations under a 2007 Research arehkiE Agreement, except for
confidentiality and indemnification provisions. \kégained all rights to our intellectual propertyophthalmic 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, 2015.

Enigma Therapeutics

Under a December 2012 license agreement, amendegstated in March 2013, Enigma Therapeutics ledh{Enigma) acquired an
exclusive, worldwide, royalty-bearing license fbetdevelopment of BrachySil
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(now named OncoSil™), a BioSilicon product candédat the treatment of pancreatic and other tyfesiocer. We received an upfront fee of
$100,000 and are entitled to an 8% sales-basedtyp28% of sublicense consideration and milestdresed on aggregate product sales.
Enigma is obligated to pay an annual license maattee fee of $100,000, creditable during each agswelve-month period against
reimbursable patent maintenance costs and salestbagalties. Annual license maintenance fees 6000 were paid in January 2014 and
January 2015. Enigma has the right to terminaticésse upon 60 days prior written notice.

Research and Development

Our clinical and pre-clinical research programsnariily consist of ophthalmic applications of ouchaology systems. Our research and
development expenses totaled $12.1 million in fi2€4.5, $9.6 million in fiscal 2014 and $7.0 milidn fiscal 2013. Of these amounts, $10.6
million in fiscal 2015, $8.2 million in fiscal 2014nd $5.4 million in fiscal 2013 were incurred &msts of research and development perso
clinical and pre-clinical studies, contract sergicesting and laboratory facilities. The remaingxgense of $1.5 million in fiscal 2015, $1.4
million in fiscal 2014 and $1.6 million in fiscaD23 consisted of non-cash charges for amortizationtangible assets, depreciation of
property, plant and equipment and stock-based cosgten expense specifically allocated to reseanchdevelopment personnel.

Intellectual Property

Our intellectual property rights are crucial to tusiness. We hold or are licensed patents rel&tiiogir core technology systems in the
United States and other countries. The followirgearovides general details relating to our owanrd licensed patents (including both pat
that have been issued and applications that heate &&cepted for issuance) and patent applicat®o$ August 31, 2015:

United State United State Foreign Foreign Patent
Technology Patents Applications Patents Applications Families
Durasert 12 1C a0 34 14
Tethadur 9 7 9 26 7
Other BioSilicon 1€ 4 72 10 20
Other 7 4 23 21 13
Total 44 25 194 91 54

Employees
We had 26 employees as of August 31, 2015. Nowaiogémployees is covered by a collective bargaiaigigement.

Sales and Marketing

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

Third Party Reimbursement and Pricing Controls

Sales of pharmaceutical products are significashtlyendent on the availability and extent of reirsbarent 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 on the timing and coniplex obtaining those reimbursements.

The passage of the Medicare Prescription Drug aaddvhization Act of 2003 imposed requirements ffier distribution and pricing of
prescription drugs, which may affect the marketfigur products by us or our

9
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licensees. The Patient Protection and Affordablee@&t, as amended by the Health Care and EducAffondability Reconciliation Act of
2010, collectively referred to as the ACA, is exeecto significantly change the way healthcarériarfced by both governmental and private
insurers. The ACA may result in downward pressur@loarmaceutical reimbursement, which could negbtiaffect market acceptance of n
products, and the rebates, discounts, taxes aed abists resulting from the ACA may have a sigaificeffect on our results of operations in
the future. In addition, potential reductions af ther capita rate of growth in Medicare spendingeuthe ACA could potentially limit access
certain treatments or mandate price controls fopooducts.

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 continubdofederal 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 azgons, governmental entities, universities, hiadgi other nonprofit organizations and
individual scientists, have developed and are seetki develop drugs, therapies and novel delivezthods to treat our targeted diseases. Mos
of our competitors and potential competitors argda better established, more experienced and sizhatantially more resources than we or
our partners have. Competitors may reach the maddier, may have obtained or could obtain papeotection that dominates or adversely
affects our products and potential products, and offer products with greater efficacy, lesser siffects and/or other competitive advanta
We believe that competition for treatments of batithe-eye diseases is based upon the effectivarigéke treatment, side effects, time to
market, reimbursement and price, reliability, aaaility, 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 products anafmdtproducts include the following:

* DME. Genentech USA Inc.’s Lucentis (ranibizumab) anddRegon Pharmaceutical’'s EYLEA (afibercept) are aped in the U.S.
and the EU for the treatment of DME. Roche’s lowest Avastir® is approved to treat various candarsis used off-label for
treatment of diabetic retinopathy. Studies are argjon the use of Avastin in back-of-the-eye dissa&enentech is a wholly-
owned member of the Roche Group. Novartis hasigiiit to market and sell Lucentis outside of the .URBgeneron maintains
exclusive rights to EYLEA in the U.S., and BayeraiieCare owns the exclusive marketing rights oet$ice U.S. Lucentis,
EYLEA and Avastin are all injected into the backifoé eye on a regular basis. Allergan, Inc.’s Ogufd(dexamethasone
intravitreal implant), a bioerodible, extended adle intravitreal implant, has been approved fotrgmtment of DME in eyes that
have had, or are scheduled for, cataract surgemasla duration of therapy of several months. Qtbepanies, including
Genentech, are working on the development of priocluedidates and extended delivery devices foptiential treatment of DME
including those that act by blocking VEGF and VE@Eeptors, as well as use of small interferingnimdeic acids (siRNAs) that
modulate gene expressic

» Posterior UveitisPeriocular steroid injections and systemic delivafrgorticosteroids are used to treat posterioitisvédzurdex is
approved in the U.S. and EU for posterior uvelsany companies have ongoing trials of posterioiitiss&eatments, including
Abbvie's Humer#® (adalimumab), Santen Pharmaceufical td.’s sirolimus drug DE-109, Novartis’ AIN4Bhd XOMA Ltd.'s
Gevokizumab™
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Revenues

We operate in one business segment. The folloveibh tsummarizes our revenues by type and by geligedpocation. Revenue is
allocated geographically by the location of thessdiary that earns the revenue. For more detailéatration regarding our operations, see ou

Consolidated Financial Statements commencing oe pat.

Year Ended June 30

2015 2014 2013
U.S. U. K Total U.S. U. K. Total U.S. U. K. Total
(In thousands)
Revenues
Collaborative research and developr $25,317  $10C $25,41: $1,93C $22¢ $2,15¢ $ 51C $27C $ 78C
Royalty income 1,15¢ — 1,15¢ 1,31¢ — 1,31¢ 1,36: — 1,36:

$26,46¢ $10C $26,56¢ $3,24¢ $22t  $3,47¢ $1,87F $27C  $2,14:

Government Regulation

Federal Food, Drug, and Cosmetic Act and Compard&uaeeign LawsThe FDA and comparable regulatory agencies in §orebuntries
impose substantial requirements upon the clirdeaklopment, manufacture and marketing of pharntmedproducts. These agencies regu
among other things, the research, developmeningeshanufacture, quality control, labeling, staragecord-keeping, approval, distribution,
advertising and promotion of drug products. Thecpss required by the FDA under the new drug prorgsof the Federal Food, Drug, and
Cosmetic Act before our products may be marketaterinited States generally involves the following

e pre-clinical laboratory and animal tes

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

« adequate and wr-controlled studies to establish the safety andadfy of the proposed pharmaceutical product fantended use

e submission to the FDA of an NDA to obtain marketapgproval; anc
» FDA review and approval of the ND;,

The testing and approval process requires subalaintie, effort and financial resources, and vasigisstantially based upon the type,
complexity and novelty of the product. We cannotesdain that any approval will be granted on eetinbasis, 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 witdnufacturing 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 mustvesaly outstanding concerns before clinical trgals begin. There is no certainty that pre-
clinical trials will result in the submission of &KD, or that submission of an IND will result irDA authorization to commence clinical trials.
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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 independeitubimtal Review Board (IRB) or Ethics CommitteeQE The IRB/EC will consider, among
other things, ethical factors, safety of human acilsj and possible liability of the institution. Sewlinical trials, called “investigator-sponsored’
clinical trials, are conducted by third-party intigators responsible for the regulatory obligatiassociated with sponsorship of a clinical trial.
The results of these trials may be used as suppattita by a company in its application for FDA mpl, provided that the company has
contractual rights to use the results.

Human clinical trials are typically conducted ime 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 pajneto identify possible adverse effects and safisks, to determine the
efficacy of the product for specific targeted dsesmand to determine dosage tolerance and optosabe

» Phase lll: These trials are undertaken to further evalukéal efficacy and to further test for safetyan 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 testingoften conducted in patients with the disease rattan in healthy volunteers. Since these
patients already have the targeted disease ortammdhese studies may provide initial evidenceffitacy traditionally obtained in Phase Il
trials, and so these trials are frequently refetoeds Phase /11 or lla trials.

We or our collaborative partners may not succelssfwimplete Phase |, Phase Il or Phase Il tesifimgur product candidates within any
specific time period, if at all. Furthermore, wey @ollaborative partners, the FDA, the IRBs/E@seign regulatory authorities or the sponsor,
if any, may suspend clinical trials at any timevamious grounds, including a finding that the sat§er patients are being exposed to an
unacceptable health risk.

Once a product approval is granted, the FDA mafdvéw the approval if compliance with regulatorgugements and standards is not
maintained or if problems occur after the prodeetches the market. Later discovery of previousknomwn problems with a product, includi
adverse events of unanticipated severity or frequenr with manufacturing processes, or failuredamply with regulatory requirements, may
result in revisions to the approved labeling to add/ safety information; imposition of pasiarket studies or clinical trials to assess newtg
risks; or imposition of distribution or other rastions under a Risk Evaluation and Mitigation 8tgy (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

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

The FDA strictly regulates marketing, labeling, adising and promotion of products that are plamedhe market. Drugs may be
promoted only for the approved indications anddcordance with the provisions of the
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approved label. The FDA and other agencies actigefgrce the laws and regulations prohibiting thenmtion of off-label uses, and a
company that is found to have improperly promottdabel uses may be subject to significant liahili

The Food and Drug Administration Amendments Ac20®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 oftipgyzants 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 infesmat 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-clinicatiis 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 aduial 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 additicfiaical trials to confirm that the drug is
safe and effective for its intended uses.

Satisfaction of FDA requirements or similar reqments of foreign regulatory agencies typically takeveral years or more, and varies
substantially. Regulatory authorities may delaykating of potential products for a considerablaqmbpf 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 edd@e time and expense of the research and dewetdpnitially required to create the
product. Success in pre-clinical or early stageicdil trials does not assure success in later sfageal trials. Data from pre-clinical and
clinical activities may not be conclusive, and nii@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 authagimay also require surveillance programs to moajpproved products which have been
commercialized and may require changes in labeling.

Once issued, the FDA or foreign regulatory autiesitmay 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 regomatAll 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 prodtias 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, meuo collaborative partners could be requireddanduct further studies to provide additio
data on safety or efficacy or, should we desirgain 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 bexnefiDA approval may be subject to the manufactucerstinued adherence to a REMS
program. REMS, which are tailored to specificalideess the risks of a given drug, may contain etgsiat restrict distribution of the drug to
certain physicians, pharmacists and patients,airréquire the use of

13



Table of Contents

communication tools such as letters to healthcereighers and patients detailing the risks assodiai¢h the drug. Foreign regulatory
authorities also regulate post-approval activities.

Commercial drug manufacturers and their subcordractre required to register with the FDA and shgtencies. Drug manufacturers
their subcontractors are also subject to periodannounced inspections by the FDA and state agefai€ompliance with current 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 produds dine granted marketing approval. Arrangements kgtalthcare 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 Medicatév/edicaid. For the laws with such
applicability, we could be subject to the lawsnf/af 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 recommendationmof,god or service, for which payment may be madeshole or in part, under a
federal healthcare program such as Medicare anddslielcl

» 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 Acaability Act of 1996, or HIPAA, imposes criminal @ivil liability for executing
a scheme to defraud any healthcare benefit programeking false statements relating to healthcaatars; anc

» the federal transparency requirements under thétH8are Reform Law require manufacturers of dragvjices and medical
supplies to report to the federal government infation related to certain payments and other trassfievalue 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 laws, apgply 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 phasugical industry’s voluntary compliance guidelirsaxl the relevant compliance guidance
promulgated by the U.S. federal government; andyguire 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 reporting (if
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we obtain approval and/or reimbursement from fddezalthcare programs for our product candidates)dcbe subject to the penalty
provisions of the pertinent laws and regulations.

HIPAA, as amended by the Health Information Techgglfor Economic and Clinical Health Act, and itsplementing regulations, also
imposes obligations on certain health care progidegalth plans, and health care clearinghousesiivelne entities that processor facilitate the
processing of nonstandard data elements of hedlilmation into standard data elements, or vicea)eand certain of their contractors with
respect to safeguarding the privacy, security asusmission of individually identifiable health émiation. 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 saf&ing 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 subgectgulatory requirements governing human clinidals 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 reguladatyorities of foreign countries before manufactgrdor marketing the product in those
countries. The approval process varies from couotgountry, and the time required for these apalownay 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 develope&ablished by the FDA.

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 statementsitqug reports on Form 10-Q, current
reports on Form 8-K and, if applicable, amendmemtiose reports filed or furnished pursuant tatiSacl3(a) or 15(d) of the Securities
Exchange Act of 1934, are available free of chaingeugh our website under “SEC Filings” as sooreasonably 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 do not know if or when we will achieve profitabbperations from product sales, royalties and petfits participations and we may need
additional capital to fund our operations, which nyanot be available on favorable terms or at all.

We have a history of operating losses, and at 30n2015, we had a total accumulated deficit of@2illion. During the past three
fiscal years, we financed our operations from Iggefees, milestone payments, research and devembpomeling and royalty income from our
collaboration partners and sales of equity seestitVe do not have any assured sources of revandaye expect negative cash flows from
operations in subsequent quarters until we recaifficient revenues from commercialization of ILLBN or one or more of our other product
candidates achieve regulatory approval and pravsdeufficient revenues. We believe that our capiésburces of $28.5 million at June 30,
2015 should enable us to fund our operations aemtly planned (including our Medidur clinical tisainto early calendar year 2017. This
estimate excludes any potential net profits resdimm sales of ILUVIEN. We expect that our abilibyfund our planned operations beyond
then will depend on the amount and timing of thoagments, as well as proceeds from any future lwotition or other agreements and/or
financing transactions.

Whether we will require, or desire, to raise aadiéil capital will be influenced by many factors;lirding, but not limited to:
« whether, when and to what extent we receive revemith respect to the commercialization of ILUVIE
» the timing and cost of development, approval ancketang of Medidur for posterior uveiti

» whether and to what extent we internally fund, leetand when we initiate, and how we conduct gpheduct development
programs

» the amount of Retisert royalties and other paymemtseceive under collaboration agreeme

* whether and when we initiate Phase Il clinicall$rfar the Latanoprost Product and whether and vwifeer 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

» the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing any pattaims;

» changes in our operating plan, resulting in incesas decreases in our need for capital;

e our views on the availability, timing and desirilibf raising capital

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 stockholders.Hake an at-the-market (ATM) facility, but we da kaow whether and to what extent we
will seek to sell shares pursuant to that progradh & we are able to do so, on what terms. Thie sththe economy and the financial and cr
markets at the time or times we seek any additiinahcing may make it more difficult or more expafm to obtain. If available, additional
equity financing may be dilutive to stockholdersbtifinancing may involve restrictive covenantotirer unfavorable terms and potential

dilutive equity, and funding through collaboratiagreements may be on unfavorable terms, inclugiggiring us to relinquish rights to certain
of our technologies or products.
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If the recorded value of our intangible assets umd@AAP is further impaired, our financial resultsauld be materially adversely affecte

At June 30, 2015, we had $1.9 million of intangia$sets relating to our Durasert and BioSiliconl@iding Tethadur) technologies on
balance sheet following impairment charges of $1ilBon as of December 31, 2011. We conduct impaint analyses of our intangible as:
as required under GAAP and could take additionglaiiment charges in the future if the recorded eslior our intangible assets were to
exceed our assessment of the recoverability ofainenarket value of those assets. Adverse evetdsimg to these technologies, including the
clinical development, regulatory approval and sasag commercialization of products using them, sigdificant changes in our market
capitalization could result in impairment chargestther impairment charges on our intangible assmitd have a material adverse effect on
our results of operations in the quarter of thedampent.

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:

» developments with respect to our products and mocandidates, including pre-clinical and clinit@l results, regulatory
developments and marketing and sales res

» timing, receipt and amount of revenues, includieceipt and recognition of collaborative researath @evelopment, milestone,
royalty, net profits participation and other paynse

* announcement, execution, amendment and terminatioollaboration agreement
» scope, duration and success of collaboration agrets)
» costs of internally funded research and developpeciuding 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.

There is no assurance our Retisert royalty incomi#l wontinue at current levels or at all.

Retisert royalty income, which totaled between $tiion and $1.4 million in each of the fiscal Z0fiscal 2013 and fiscal 2014,
declined to $1.2 million in fiscal 2015. We do modpect Retisert royalty income to grow materiallyt all, and it may continue to decline.
There is no assurance that Bausch & Lomb will cargito market Retisert, which received marketingrayal in 2005, and accordingly that
will continue to receive royalties from the saleRstisert. Bausch & Lomb no longer markets Vitraser

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

There is no assurance that Alimera will successfulommercialize ILUVIEN for DME or that we will reeive any significant revenues from
its commercialization. If Alimera does not succesgty commercialize ILUVIEN for DME, it would adversly affect our future results of
operations and financial position.

Our future financial results depend heavily on Adia's ability to successfully commercialize ILUVIENr DME. We do not know if,
when, or to what extent we will receive future newes from the commercialization of
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ILUVIEN for DME. We are entitled to a net profit gigipation on a country-by-country and quarterdpyarter basis on sales of ILUVIEN
where Alimera markets ILUVIEN directly and to a pentage of royalties and non-royalty consideratubiere Alimera sublicenses the
marketing of ILUVIEN. The amount and timing of argvenues we receive will be affected, among othiegs, by the manner in which
Alimera markets ILUVIEN, the amounts and timingsales of ILUVIEN, commercialization costs incurtedAlimera’s direct marketing
efforts, and the terms of sublicense agreements.

The commercialization of ILUVIEN is a significanbdertaking by Alimera, and ILUVIEN for DME is it&$t and only product. While
Alimera believes that it has sufficient funds ashlie to fund its operations for the continued comuiadization of ILUVIEN in the U.S.,
Germany, Portugal and the United Kingdom, Alimeaa reported that its negative cash flows from dpmra and accumulated deficit raise
substantial doubt about its ability to continueaaming concern. Alimera may seek to raise additifinancing to fund its working capital
needs for the commercialization of ILUVIEN. We dat know whether Alimera will be successful in geatérg adequate cash flows, obtaining
adequate capital or achieving additional markesipgrovals for, obtaining adequate pricing and reiresement for, successfully
commercializing and achieving market acceptancarad,generating revenues to pSivida from, ILUVIEX DME. Commercialization by
Alimera in the U.S., Germany, Portugal and the Un€luding the transitioning from an outside praiaf sales and marketing services in the
U.K. and Germany and the provision of extended patrterms in the U.S., has required a significapgaesion of Alimera’s commercial
infrastructure and significant financial investrgeribelays in the commercial launch in other EU ¢oas where ILUVIEN has received
marketing authorization could result in withdrawéimarketing or regulatory authorization for ILUM\EN one or more of those jurisdictions.
Alimera’s efforts to commercialize ILUVIEN succeshy will be affected, among other things, by:

« Alimera's ability to generate positive cash flows from @pens and to raise adequate capital when andeakeds
« Alimera's ability to recruit, manage and retain persorggband its sales, marketing and other infrastrectamd manage its grow

» Alimera’s ability to effectively market ILUVIEN, icluding accessing and persuading adequate numbephthalmologists to
prescribe ILUVIEN;

» the lack of other products to be offered by Alimesales personnel, which may put Alimera at a osfitige disadvantage relative
to companies with more extensive product lir

» Alimera’s ability to obtain regulatory approvalsdaappropriate labeling to market ILUVIEN in otherigdictions, and to timely
expand its marketing into countries where it h&vjmusly obtained and may in the future obtain apals;

» Alimera's ability to obtain desirable pricing, insurance@mage and reimbursement for ILUVIE
* potential delays in the commercial launch in onenore countries

* manufacturing or supply issue

» risks related to operating in international juridtins; anc

» Alimera's ability to generate adequate financial resou

If Alimera is not successful in commercializing IMIEN for DME and generating payments to us, it wbatlversely affect our business,
operating results and financial condition.

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

Prices, coverage and reimbursement to consumeér$JMEN for DME, like other drugs, are generallyg@ated by third-party payors,
such as government health administration autheréiel plans, private health
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insurers and other organizations and affect ILUVKESales. The timing and complexity of those reinslements also affect sales. Prices in the
EU are generally lower and coverage and accessigis anore limited than in the U.S. For examplehmU.K. and Scotland, National Health
Service coverage is limited to the treatment ofetpes of chronic DME patients unresponsive to eaggherapies that have undergone catarac
surgery, subject to simple patient access schetiesera may not achieve satisfactory agreements stitutory or other insurers. We do not
know what levels of pricing will be approved ormdursed for ILUVIEN, or what restrictions will béaged on its use or reuse in countries
where ILUVIEN is not currently sold. In the U.S.lildera has offered extended customer payment tefatare sales of ILUVIEN and,
accordingly, our net profits share, may be advgraffected by pricing and reimbursement decisiansl, such effects may be material.

The micro-insert for ILUVIEN and Medidur delivers Rc, a corticosteroid that has certain adverse saffects in the eye, which may affect
the success of this micro-insert for treatment oME and posterior uveitis.

The micro-insert for both ILUVIEN and Medidur detirs the non-proprietary corticosteroid FAc, whislagsociated with cataract
formation and elevated IOP and may increase theofiglaucoma and related surgery to manage thidseeffects. Although Retisert, which
also delivers FAc to treat posterior uveitis, andVIEN for DME have both been approved by the Fit#ere is no assurance that Medidur
will be determined to be safe for the treatmemadterior uveitis in light of its expected sideeefs from FAc. These side effects may limit the
population for which marketing authorization ismged or for which reimbursement is provided in onenore jurisdictions and/or adversely
affect sales of Medidur, if approved, and/or ILUWE

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

While we are optimistic that the Phase lll triads Medidur will show it to be as efficacious as iRett was shown to be in treating
posterior uveitis, but with IOP safety results tbatild be even better than those shown in the IlEN/And Retisert Phase 1l trials, this is only
a hypothesis, and there is no assurance that tf@ranMedidur Phase IlI clinical trials will demdrate these results. Data from our ongoing
IOP assessment from the Medidur Phase Il triatbtap-line results from the Medidur investigatopapored study may not accurately predict
the results of our Medidur Phase Il program. Thenego assurance that the Phase Ill program foridlbedvill provide the necessary evidence
of safety and efficacy required to file an NDA or pproval by the FDA and other regulatory autiesiif an NDA is filed. Approvals of
Retisert and ILUVIEN by the FDA and other regulgtauthorities are not predictive of actions theyrtake with respect to Medidur.

There is no assurance that we will be able to file NDA for Medidur as early as the first half of 20, or that, if filed, the FDA will accept
the NDA for review.

Filing an NDA for Medidur will require positive raks from our two Phase Ill trials. Based on ourstmecent meeting with the FDA, we
plan to seek approval of Medidur based on 12-mdath from our first Phase Ill trial, six-month d&tam our second Phase Il trial and data
from a short-duration utilization study of our redmed proprietary inserter, together with datenericed from the Phase Il trials of ILUVIEN
for DME. We will be filing an amendment with thedian regulatory authority requesting to changepifimary endpoint in the protocol of our
second Phase lll trial in India from twelve to sonths consistent with the primary endpoint fangjithe NDA in the U.S., although there is
assurance they will accept the amendment. Furdiittqugh enrollment is complete in our first Phlktrial, we do not expect enrollment to
completed in our second Phase Ill trial until the ef the second quarter of 2016. Many factorsaaffiect the timing of filing any NDA for
Medidur, including completion of enrollment in thecond trial in the time frame we anticipate, mitilg the data on which we currently plan to
base the NDA, analyzing the data in the time framenticipate, requirements from regulators thatld@ffect our timing, and the actual
results from the trials. As a result, there is ssusance that an NDA for Medidur will be filed dretbasis of the data we currently plan to us
that it will be filed in the first half of 2017, &t all.
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Even if we file an NDA for Medidur, there is no assnce that the FDA will accept the NDA for reviahile we believe the FDA will
accept the filing of an NDA for Medidur based oe thata we currently plan to utilize, the FDA ham#icant discretion in determining
whether to accept an NDA for review and there isssurance that the FDA will find the design of dimical trials or the data we include in
NDA to be sufficient to accept the NDA for revieny delay in the filing of an NDA for Medidur or ¢hFDA’s refusal to accept the NDA for
review could materially and adversely affect ousibass and the price of our common stock.

We are currently conducting, and may in the futuoenduct, clinical trials for product candidates aites outside the United States, and the
FDA may not accept data from trials conducted incdulocations.

We are currently conducting a Phase 1l trial ofditiir in India, and may in the future choose todiart one or more of our clinical trie
outside the United States.

In general, the FDA accepts data from clinicallérimonducted outside the United States; howeveg@ance of this data is subject to,
among other things, the clinical trials being cartdd and performed by qualified investigators incdance with Good Clinical Practice
principles. The trial population must also adeglyatepresent the U.S. population, and the data tmeistpplicable to the U.S. population and
U.S. medical practice in ways that the FDA deermsazlly meaningful. In addition, while these clial trials are subject to applicable locals
laws, FDA acceptance of the data will depend odétermination that the trials also complied willapplicable U.S. laws and regulations. If
the FDA does not accept the data from any triglweconduct outside the United States, it wowkdlli result in the need for additional trials,
which would be costly and time-consuming and delagermanently halt our development of the appliegboduct candidates.

There is no assurance that Pfizer will exercise d@gtion with respect to the Latanoprost Producte initiate and complete Phase Il trials or
cease development, in which case we will not reeeiny further financial consideration under the Risged Pfizer Agreement.

Pfizer has an option for an exclusive, worldwideetise to develop and commercialize the Latanophagtuct upon our completion of
Phase Il clinical trials, which are at our optialdaxpense, or upon our cessation of developmehedfatanoprost Product at any time pric
completion of those trials. There is no assurahaewe will commence or complete Phase Il clintoals for the Latanoprost Product; that, if
completed, the trials will be successful; that &fiwill, in any event, exercise its option; th&exercised, Pfizer will commence Phase IlI
clinical trials; or that the Latanoprost Productathieve successful Phase Ill trial results, tatpury approvals or commercial success. As a
result, there is no assurance that we will recaivefurther licensing, milestone or royalty paynsembder the Restated Pfizer Agreement.

We do not know if we will be able to deliver pratsi(including antibodies) and peptides with our fietdur technology or that we will be ab
to develop product candidates or approved prodwusisg this technology.

Although we are optimistic that our Tethadur tedbgg platform can provide sustained delivery oftpios (including antibodies) and
peptides, and our data from an in vitro study e that the long-term sustained release of adi#isosuch as Avastin is achievable using
Tethadur, our research is at an early stage arfdegechallenges. Development of any product canelda expected to require significant
additional research. There is no assurance thatugequent research will be successful or thatiée able to develop product candidate
approved products using Tethadur to deliver prstaind peptides.

Product development is very uncertain. If we do mi@velop product candidates to enter clinical tgalf we or any licensees do not initiate
complete clinical trials for our product candidatew if our product candidates do not receive thecessary regulatory approvals, neither we
nor any licensees will be able to commercializegb@roduct candidates and generate revenues for us.

Other than Medidur for posterior uveitis, for whigivotal Phase Il trials are ongoing, all of ouog@uct development is at earlier stages.
Product development at all stages involves a hegrek of risk, and only a
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small proportion of research and development pragreesult in product candidates that advance totgilinical trials or result in approved
products. There is no assurance that any feagibtiiidy agreements we have, or enter into, witld tharties, or our own research and
development programs and collaborations will resu#tny new product candidates, or that we or amgnkees will commence clinical trials for
any new product candidates or continue clinicaldronce commenced. If clinical trials conductedbfor us or any licensees for any product
candidates do not provide the necessary evidensafefy and efficacy, those product candidatesnwitlreceive the necessary regulatory
approvals, cannot be sold, and will not generaterrees for us. Initial or subsequent clinical friaday not be initiated by or for us or any
licensees for product candidates or may be deldgeujnated or fail due to many factors, includthg following:

» decisions not to pursue development of productidanes due to p-clinical or clinical trial results

» lack of sufficient funding

« inability to attract clinical investigators for ats;

« inability to recruit patients in sufficient numbearsat the expected ral

» 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

» failure to meet FDA or other regulatory agency iegments for clinical trial design, or inadequaliaical trial design;
» inability to follow patients adequately after tneant;

» changes in the design or manufacture of a proi

» failures by, changes in our (or our licenseesatiehship with, or other issues at, contract redearganizations (CROS), thihrty
vendors and investigators responsible fo-clinical testing and clinical trials

« inability to manufacture sufficient quantities oftarials for use in clinical trial:
» stability issues with clinical material

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

* requests by regulatory authorities for additioretbdor clinical trials

« governmental or regulatory agency assessmentsedlipical or clinical testing that differ from oor our licensees’)
interpretations or conclusion

« governmental or regulatory delays, or changes @l policies or regulations; al
« developments, clinical trial results and otherdastwith respect to competitive products and treatis

Results from pre-clinical testing, early clinicahts, investigator-sponsored studies and othex datl indications often do not accurately
predict final pivotal clinical trial results. Datdtained from pre-clinical and clinical activitiage susceptible to varying interpretations, which
may delay, limit or prevent regulatory approvalt®&om pre-clinical studies, other clinical tri@ad interim periods in multi-year trials are
preliminary and may change, and final data fronotaltrials for such products may differ signifitign Adverse side effects may develop that
delay, limit or prevent the regulatory approvapobducts, or cause such regulatory approvals torbed or even rescinded. Additional trials
necessary for approval may not be undertaken oruttmyately fail to establish the safety and effigaf our product candidates. There is no
assurance, for example, that the Durasert produradidate to treat pain associated with severe &stmarthritis will advance to Phase Il tri
or will be safe or effective.
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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 st@ards or due to unforeseen problems after theuptsdmarketing 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. The imposition by the FDA dieotregulatory organizations of any st
limitations on the indicated uses for which anyof products may be marketed would reduce theddjz@r otherwise limit, the potential
market for the product subject to such limitations.

In addition to testing, regulatory agencies impeagous requirements on manufacturers and selfgssoducts under their jurisdiction,
such as packaging, labeling, manufacturing prastieeord keeping and reporting. Regulatory agenuigy 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 timingfoture regulatory approvals.

We do not currently have sales and marketing capacihere is no assurance that we will have thedirtial resources to develop the
capacity to, or be able to, successfully market @adl products if we seek to do so.

Our strategy includes independently developing@mdmercializing products. We do not know when avéf will seek to directly
commercialize any products ourselves. We currdrdlye no marketing and sales staff and no experieno@mmercializing products. Direct
commercialization would require us to develop saled marketing capability and to make a signifidargncial investment. If we decide to
independently and directly commercialize a prodtingre is no assurance we will be able to hireraadage a successful sales and marketing
capability or have the financial resources necgseafund independent commercialization of any jiid.

The success of our current and possible future eblbrative and licensing arrangements depends antl @#épend heavily on the experience,
resources, efforts and activities of our licenseasd if they are not successful in developing an@nketing our products, it will adversely
affect our revenues, if any, from those products.

Our business strategy includes continuing to leye@ur technology platforms by entering into caliettive and licensing arrangements
for the development and commercialization of owdpict candidates, where appropriate. The succeagi@nt and future collaborative and
licensing arrangements do and will depend heavilthe experience, resources, skill, efforts aniisiels of our licensees. Our licensees have
had, and are expected to have, significant dissréti making decisions related to the developméptaduct candidates and the
commercialization of products under these collatimnaagreements. Risks that we face in connectiitim @ur collaboration and licensing
strategy include the following:

» our collaborative and licensing arrangements are,ase expected to be, subject to termination undeous circumstances,
including on short notice and without cau

* we are required, and expect to be required, ungiecallaborative and licensing arrangements, nabtoduct 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, eétogre or with others, products that are similasrteompetitive with our
products;

» our licensees may change the focus of their dewdop and commercialization efforts or decreasaibtd increase spending
related to our products or product candidatesgthelimiting the ability of these products to redbhir potential
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» our licensees may lack the funding, personnel peggnce to develop and commercialize our prodaistsessfully or may
otherwise fail to do so; ar

» our licensees may not perform their obligationsyhrole or in part

We currently have collaboration and licensing ageanents with various companies, most significaatignera and Bausch & Lomb.
While Bausch & Lomb has significant experiencehie dbphthalmic field and substantial resourcesgtieno assurance whether, and to what
extent, that experience and those resources wilkbeted to Retisert, and we do not expect revefiogsRetisert to increase materially and
they may decline further. Although we believe pditdirevenues from ILUVIEN for DME are important éoir future results of operations and
financial condition, Alimera has limited experierared limited financial resources, and ILUVIEN foME is Alimera’s first and only
commercial product. Alimera has reported that @gative cash flows from operations and accumuldédidit raise substantial doubt about its
ability to continue as a going concern. Furtheg thuthe limited revenue generated by Alimera tie dalimera may not be able to maintain
compliance with covenants under its loan agreeraedf in the event of a default, we do not know WeeAlimera will be able to obtain
amendments or waivers of those covenants. We dkrot if Alimera will be able to raise additionahéncing if and when required.

If our current and future licensees are not suéakssdeveloping and marketing our products, ithadversely affect our revenues, if a
from those products.

Our current licensees may terminate their agreememtith us at any time or fail to fulfill their obljations under those agreements, and, if
they do, we will lose the benefits of those agreatae

Our licensees have rights of termination underamseements with them and could terminate thoseeaggrts without cause on short
notice. Further, our licensees may fail to fulfileir obligations under their agreements, or we diagigree with them over the rights and
obligations under those agreements, which couldtresbreach of the agreements and/or terminatixercise of termination rights by one or
more of our licensees or by us may leave us withtraifinancial benefits and development, marketingales resources provided under the
terminated agreement. It could be necessary ftw u=place, or seek to provide ourselves, the sesvyprovided by the licensee, and there is n
assurance we would be successful in doing souldadelay, impair or stop the development or conmuiadization of products or product
candidates licensed to them or require signifieatuitional capital investment by us, which we maymave the resources to fund. If any of
licensees do not perform their obligations underagreements or if any of those agreements aredrtated, it could have an adverse effect on
our business, financial condition and results aragions.

If competitive products receive regulatory approwlreach the market earlier, are more effectivegue fewer side effects, are mc
effectively marketed or cost less than our produectgproduct candidates, our products or product cidates may not be approved, may not
achieve the sales we anticipate and could be reedaroncompetitive or obsolete.

We believe that pharmaceutical, drug delivery aiotelshnology companies, research organizationsemmorental entities, universities,
hospitals, other nonprofit organizations and indiixl scientists are seeking to develop drugs, piesaproducts, approaches or methods to
our targeted diseases or their underlying causelr targeted diseases, competitors have altethatapies that are already commercialized
or are in various stages of development, rangiog fdiscovery to advanced clinical trials. Any oésle drugs, therapies, products, approache:s
or methods may receive government approval or igi@rket acceptance more rapidly than our produaspanduct candidates, may offer
therapeutic or cost advantages, or may more effdgtireat our targeted diseases or their undeglgauses, which could result in our product
candidates not being approved, reduce demand fgeroducts and product candidates or render thamarmpetitive or obsolete.
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Many of our competitors and potential competitaagensubstantially greater financial, technologiocedearch and development,
marketing and personnel resources than we do. @upetitors may succeed in developing alternatentgolgies 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 prodiatswe 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 cand&athieve and maintain market
acceptance will depend on a number of factorsuding 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 prodaais product candidates, limit the
indications for which they are recommended, or dognovide adequate and timely coverage and reisgmuent levels for our products, the
market acceptance of our products and product dates will be limited. Both government and othémkparty 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 potential use of
product candidates

Government agencies, professional societies, pentanagement groups, private health and sciencelébions and organizations
focused on various diseases may publish guidelreesmmendations or studies that affect our orcounnpetitors’ products and product
candidates. Any such guidelines, recommendatiossugiies that reflect negatively on our productproduct candidates, either directly or
relative to our competitive products, could resuiturrent or potential decreased use, sales dfrewenues from one or more of our products
and product candidates. Furthermore, our succernds in part on our and our partners’ abilityda@te healthcare providers and patients
about our products and product candidates, ane #dscation efforts could be rendered ineffectiyealnong other things, third-parties’
guidelines, recommendations or studies.

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 olaténtg, defend our existing patents and operateuiitinfringing on the proprietary
rights of third parties. As of August 31, 2015, s 238 patents and 116 pending
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patent applications, including patents and pendplications covering our Durasert, Tethadur aheotechnologies. Intellectual property
protection of our technologies is uncertain. Weeztfio seek to patent and protect our proprieteekiriologies. However, there is no assuranc
that any additional patents will be issued to ua assult of our pending or future patent applaradior that any of our patents will withstand
challenges by others. In addition, we may not haxfécient funds to patent and protect our propigtechnologies to the extent that we wc
desire, or at all. If we were determined to beingfing any third-party patent, we could be requiregay damages, alter our products or
processes, obtain licenses, pay royalties or qgasain operations. We may not be able to obtaynraquired licenses on commercially
favorable terms, if at all. In addition, many fapeicountry laws may treat the protection of prajang rights differently from, and may not
protect our proprietary rights to the same extsntaavs in the U.S. and Patent Co-operation Treaimtries.

Prior art may reduce the scope or protection ofipealidate, our patents. Previously conductedaegeor published discoveries may
prevent our patents from being granted, invalidegaed patents or narrow the scope of any protectitained. Reduction in scope of
protection or invalidation of our licensed or owrgatents, or our inability to obtain patents, magitde 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 alletiiagwe 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 officedtermine priority of invention, which could resuitsubstantial costs to us and diversion of
efforts. Any such litigation or interference prodewys, regardless of the outcome, could be experasid 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 have entered into many agreements that limibotine third partiestights with respect to our intellectual propertygluding rights tc
use, options on rights to use, or prohibitionsights to use (including noncompetition obligations) or jointly developed intellectual
property. Those rights could adversely affect agints to develop and commercialize products utitizour intellectual property.

We also rely on trade secrets, know-how and tedyyathat are not protected by patents to maintaimcompetitive 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 positionldde 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, wielve that our future success in
developing and marketing our products will dependuhether we can attract and retain additionalifjedlmanagement and scientific
personnel as well as a sales and marketing stiafrelis strong competition for qualified personmithin the industry in which we operate, and
we may not be able to attract and retain such paedoAs we have a small number of employees andelieve our products are
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unique and highly specialized, the loss of theisesv/of one or more of the principal members ofmanagement or scientific staff, or the
inability to attract and retain additional persorered develop expertise as needed, could have erialeadverse effect on our results of
operations and financial condition.

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

The testing, manufacturing, marketing and saldefgroducts utilizing our technologies involve sgkat product liability claims may be
asserted against us and/or our licensees. Oumtwiigical trial and product liability insuranceaynot be adequate to cover damages resultir
from product liability claims. Regardless of theierit or eventual outcome, product liability claiewuld require us to spend significant time,
money and other resources to defend such claimg cesult in decreased demand for our productspanduct candidates, or result in
reputational harm, and could result in the paynodiat significant damage award. Our product liapilitsurance coverage is subject to
deductibles and coverage limitations and may natdegjuate in scope to protect us in the evensateaessful product liability claim. Further,
we may not be able to acquire sufficient clinicaltor product liability insurance in the futura 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 coelsit in the remaining companies
having greater financial resources and technolbgagabilities, thus intensifying competition, aiegver potential collaboration partners or
licensees for our product candidates. In additiios consolidating company is already doing bussnggh 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 devedopimvolves the controlled use of hazardous malgersuch 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 resglimjury or contamination, and the liability mayoeed our or their ability to pay. Compliance
with environmental laws and regulations is expemsand 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 condutilly 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 prodaistsproduct candidates are regulated by the FDAsanithr foreign regulatory entities and
must be conducted in accordance with applicable B@kIid comparable foreign requirements. Any chamgemanufacturing process or
procedure used for one of our products or prodactiilates, including a change in the location d@tlwvh product or product candidate is be
manufactured or in the third-party manufacturenpeaised, may require the FDA’s and similar foraiggulatory entities’ prior review and/or
approval in accordance with applicable cGMP or othgulations. 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.

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
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with individual third-party manufacturers for thenufacture of ILUVIEN and its components. If anyAdiimera’s third-party manufacturers
breach their agreements or are unable or unwitbrgerform for any reason or fail to comply with/d8 and comparable foreign requireme
Alimera may not be able to locate alternative ataiglp manufacturers, enter into favorable agreemsith them or get them approved by the
applicable regulatory authorities in a timely manielays in the commercial production of ILUVIENWd delay or impair Alimera’s
marketing of ILUVIEN, which, in turn, could advelgaffect Alimera’s generation of net profits fos.u

Failure by us, our collaborative partners, or autheir third-party manufacturers, to comply wigbpéicable 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 prctccandidates, delays, suspension or withdrawappfovals, license revocation, seizures ol
recalls of product, operating restrictions and amahprosecutions. In addition, we or our collaliive partners may not be able to manufacture
our product candidates successfully or have a ffarty manufacture them in a cost-effective manifigve 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 clinicadtieg or to supply commercial quantities of ourdarets. We manufacture supplies in
connection with pre-clinical or clinical studiesnetucted by us and our licensees. Our licenseesthawexclusive rights to manufacture
commercial quantities of products, once approvedrfarketing. Our and our licensees’ reliance ordtpiarty manufacturers entails risks,
including:

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

» inability to obtain the materials necessary to pila product or to formulate the active pharmacaunhgredient on commercially
reasonable terms, if at a

» supply disruption, deterioration in product quabitybreach of a manufacturing or license agreeiogtite 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 difiit; and
* inability to identify or qualify an alternative mafacturer in a timely manner, even if contractugdrmitted to do sc

Problems associated with international business @i®ns could affect our or our license’ ability to manufacture and sell our products. If
we encounter such problems, our or their costs abiricrease and development of products could beaged.

We currently maintain offices and research and ldgwveent facilities in the U.S. and the U.K., ana gaal is to develop products for s
by us and our licensees in major world healthcaaekats. Manufacturing of pharmaceutical productgiies us or our licensees to comply
with regulations regarding safety and quality amdhtain country and jurisdiction-specific regulgtapprovals and clearances. We or our
licensees may not be able to comply with such s or obtain or maintain needed regulatory @ygds and clearances, or may be requirec
to incur significant costs in doing so. In additiaor operations and future revenues may be sutgjechumber of risks associated with foreigr
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
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» inadequate protection of intellectual property tigim some countries; at
» obtaining required government approvi

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

Our industry is highly regulated and new laws, tagons and judicial decisions, and new interpietet of existing laws, regulations and
judicial decisions, may adversely affect our busin@perations and financial resu

U.S. federal and state governments continue togs®pnd pass legislation designed to reduce th®thealthcare. The Patient
Protection and Affordable Care Act of 2010, as amkeeinby the Health Care and Education Reconciliadicinof 2010 (PPACA), represents ¢
of the most significant healthcare reform measirreiecades. The PPACA is intended to expand U.&thware coverage primarily through
imposition of health insurance mandates on emptogad individuals and expansion of the Medicaidypam. Several provisions of the
PPACA could significantly reduce payments from Mede 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 healthcare
legislation. We cannot predict the reform initi@svthat may be adopted in the future or whethéafiiies that have been adopted will be
repealed or modified. The continuing efforts of overnment, insurance companies, managed caraipagians and other payors of
healthcare services to contain or reduce costeaitticare may adversely affect the demand for angyets for which we or our licensees may
obtain regulatory approval; our or our licensedslity to set a price that we or they believe ig far our products; our or our licensees’ ability
to obtain coverage and reimbursement approval fsoduct; our or our licensees’ ability to genersesnues and achieve or maintain
profitability; or the level of taxes that we areuéred to pay.

In addition, other legislative changes have beep@sed and adopted since PPACA. The Budget Coattg]BCA) of 2011 includes
provisions to reduce the federal deficit. The B@8,amended, resulted in the imposition of 2% redostin Medicare payments to providers
beginning in 2013. More recent legislation exterethuctions through 2024. Any significant spendieductions affecting Medicare, Medicaid
or other publicly funded or subsidized health pamgs that may be implemented, and/or any signifitags or fees that may be imposed ot
as part of any broader deficit reduction effortemislative replacement to the BCA, could have @wease impact on our anticipated product
revenues.

The FDAAA granted the FDA enhanced authority owedpicts already approved for sale, including autjdo 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 thiatigkly new authority could result in delays andreased costs during product
development, clinical trials and regulatory reviemd approval, increased costs following regulatpproval to assure compliance with new
post-approval regulatory requirements, and poterggdrictions on the sale or distribution of apgrd products following regulatory approval.

Changes in the regulatory approval policy duringdlevelopment period, changes in or the enactnfexdditional regulations or statute
or changes in regulatory review for each submittexiuct application, may cause delays in the agdrorvrejection of an application. For
example, the July 9, 2012 reauthorization of th&JPR extended by two months the period in which D& is expected to review and
approve certain NDAs. Although the FDA has receathted that it expects to meet PDUFA’s updatechgingoals, it has in the past provided
its managers discretion to miss them due to heiglitegency workload or understaffing in the revilivisions. Accordingly, it remains
unclear whether and to what extent the FDA wille@hto PDUFA timing goals in the future, which abdklay approval and
commercialization of our product candidates.
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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, asageby developments out of our control or notcéfieto us. The biotechnology sector, in
particular, and the stock market generally are enahle to abrupt changes in investor sentimenteRrof securities and trading volumes of
companies in the biotechnology industry, includings, can swing dramatically in ways unrelatecbtahat bear a disproportionate relation:
to, our performance. The price of our common si{@cid CDIs) and their trading volumes may fluctuzdsed on a number of factors includi
but not limited to:

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

* FDA and other domestic and international governiaaegulatory actions, receipt and timing of aps\vof our product
candidates, and any denials and withdrawal of afgbs¢

» 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

» actions with respect to pricing, reimbursement emekerage, and changes in reimbursement policiesher practices relating to our
products or the pharmaceutical industry gener

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

* economic, industry and market conditions, changéseads; anc
» other factors unrelated to us or the biotechnolagystry.

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, 2015, we had outstanding warrantsoptions to acquire approximately 6.1 millioargs of our common stock, or
approximately 17.1% of our shares on a fully didlbasis. The issuance of shares of our common sipok exercise of these warrants and
stock options could result in dilution to the irgsts of other holders of our common stock and cadidersely affect our stock price.

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

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

29



Table of Contents

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

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

» 1,750 square feet of laboratory space, 1,000 sqaat®f clean room space and 10,900 square fasdfiogé space in Watertown,
Massachusetts under a lease agreement that expikpsil 2019;

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

» 526 square feet of laboratory space in MalverntédhKingdom under a sublease agreement that expii@scember 2015, with a
six renewal option subject to advance terminatipeither party

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 $4.94 $3.9C

Second Quarte 4.61 3.4F

Third Quartel 4.64 3.77

Fourth Quarte 4.44 3.67
Fiscal year ended June 30, 20

First Quartel $4.2¢ $3.1C

Second Quarte 5.6(C 2.2¢

Third Quartel 5.4t 3.8t

Fourth Quarte 4.3€ 3.2¢€

On August 31, 2015, the last reported sale priceuofcommon stock on the NASDAQ Global Market wasr$. As of that date, we had
approximately 20 holders of record of our commamrktand, according to our estimates, approximaté&g0 beneficial owners of our comn
stock. In addition, as of that date, there wera@gmately 2,010 beneficial owners of our CDIs.

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 Cogipaguity compensation plans as
of June 30, 2015:

Number of securities
Number of securities

to be issued upon
exercise of
outstanding options

warrants and rights

Plan category @
Equity Compensation plans approved by security

holders 4,447,97!
Equity Compensation plans not approved by security

holders —
Total 4,447,97!

Weighted-average
exercise price of
outstanding options

warrants and rights

- ®
$ 3.3¢
$ 3.3¢

remaining available
for future issuance

under equity

compensation plans
(excluding securities
reflected in Column a;

©

1,123,79.

1,123,79.

On the first day of each fiscal year until Juh20,17, the number of shares reserved for issuarer tihe Companyg’ 2008 Incentive Ple
will be increased by the least of (i) 750,000 skafi#) 4% of the then outstanding shares of commstogk; and (iii) any such lesser number of
shares as is determined by the Compensation Coesntftthe Board of Directors. On July 1, 2015,tbheber 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, 2015, 2014, 2013, 2012 and 20#ifor each of the years then ended
have been derived from our audited consolidateghfiral statements, of which the financial statemeastof June 30, 2015 and 2014 and fo

years ended June 30, 2015, 2014 and 2013 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 income (lost
Other income
Change in fair value of derivativi
Interest incom
Other income (expense), r
Total other incomi
Income (loss) before income tax
Income tax (expense) bene
Net income (loss
Net income (loss) per shal
Basic

Diluted

Weighted average common shares outstani
Basic

Diluted

Year Ended June 30

2015 2014 2013 2012 2011
(In thousands except per share date

$25,41: $ 2,15t $ 78C $ 2,08( $ 3,617
1,15¢ 1,31¢ 1,36: 1,44¢ 1,358
26,56¢ 3,47: 2,14: 3,52¢ 4,96¢
12,08¢ 9,57: 7,00t 7,03¢ 6,86/
8,05¢ 7,46¢ 7,16¢ 6,86¢ 8,10¢
— (78) — — —
— — — 14,83( —
20,14 16,96! 14,17« 28,731 14,96¢
6,421 (13,490 (12,03) (25,217 (10,009
— — — 17¢ 1,14(
19 6 16 38 30
3 (@) (&) @ 13

22 5 14 207 1,15i
6,44 (13,48 (12,01 (25,009 (8,846
(9€) 13C 117 16¢ 21¢
$ 6,347 $(13,35)  $(11,900  $(24,83)  $ (8,62%)
$ 02: $ (049 $ (059 $ (1.19 $ (0.4
$ 021 $ (049 $ (052 $ (119 $ (0.49
29,37¢ 27,44« 23,044 20,79: 19,48¢
30,58« 27,44« 23,04« 20,79: 19,48¢
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As of June 30,
2015 2014 2013 2012 2011
(In thousands)

Consolidated Balance Sheet Data:

Cash and cash equivale $19,12. $15,33¢ $ 6,89¢ $ 4,62F $12,91:
Marketable securitie 9,41¢ 2,94/ 3,37¢ 9,94¢ 11,21¢
Total asset 32,36% 22,67: 16,24¢ 20,59° 47,11
Total deferred reven—current and lon-term 5,62¢ 5,72 5,98¢ 5,95¢ 7,84
Total stockholder equity 23,36¢ 14,92« 7,70( 13,63¢ 37,43:

(1) Includes the following: from our collaboratiagreement with Alimera: $25.1 million in fiscal Z2)3$114,000 in fiscal 2014, $67,000 in
fiscal 2013, $111,000 in fiscal 2012 and $192,00fiscal 2011; from our Restated Pfizer Agreem®&868,000 in fiscal 2013, $754,000
in fiscal 2012 and $3.3 million in fiscal 2011; fndfeasibility study agreements: $144,000 in fi@15, $1.9 million in fiscal 2014 and
$245,000 in fiscal 2013; and from field-of-use lise termination: $1.1 million in fiscal 2012. Seet&l3 to the accompanying
consolidated financial statements for addition&imation.

(2) At December 31, 2011, we recorded a $14.8 milllmpairment charge related to our BioSilicon and Baraintangible assel
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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 regmdonjunction with our audited
consolidated financial statements and related nbtggnning 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 limitiexq] those set forth under Item 1A, “Risk Factoraiid elsewhere in this report.

Overview

We are a leader in the development of sustainezhsel drug-delivery products for treating eye dissa®ur products deliver drugs at a
controlled and steady rate for months or yearsh&le developed three of only four sustained-relpasgucts approved by the U.S. Food and
Drug Administration (FDA) for treatment of back-tife-eye diseases. The most recent is ILUVFEN fabdtic macular edema (DME), sold
by our licensee in the U.S. and three EuropeaniJ(iid)) countries. Our lead development product, iglied™ for posterior uveitis, is in
pivotal phase 11l clinical trials. Our pre-clinicdevelopment program is primarily focused on depielg products for chronic ophthalmic
diseases utilizing our core technology platforms.

ILUVIEN is an injectable, sustained-release miareert that provides treatment of DME for three gdesm a single administration.
ILUVIEN is licensed to Alimera Sciences, Inc. (Alma), and we are entitled to a share of the nditp(as defined in our agreement with
Alimera) from Alimera’s sales of ILUVIEN. ILUVIEN s launched in late February 2015 in the U.S., eviiés indicated for the treatment of
DME in patients previously treated with a courseatfticosteroids without a clinically significarse in intraocular pressure. ILUVIEN has
been commercially available in the United Kingddun{.) and Germany since June 2013 and in Portigeéslanuary 2015. ILUVIEN has
marketing approvals in these and 14 other EU camtor the treatment of chronic DME considerediffisiently responsive to available
therapies. Alimera has sublicensed distributiogutatory and reimbursement matters for ILUVIEN RWVIE in Australia and New Zealand in
April 2014, in Canada in July 2015 and in ItalyAogust 2015.

Medidur, our lead development product, is an irgblet, micro-insert designed to treat chronic ndedtious uveitis affecting the
posterior segment of the eye (posterior uveitis}licee years from a single administration. Medjdurich is the same micro-insert as
ILUVIEN, is in Phase llI clinical trials, with thling of a new drug application (NDA) anticipat@dthe first half of 2017. We are developing
Medidur independently.

Our FDA-approved Retiseftprovides sustained release treatment of postevigitis for approximately two and a half yearssiticensec
to Bausch & Lomb, and we receive royalties fronsdtes.

Our pre-clinical development program is focusediewneloping products using our core platform tecbgigs, Durasert™ and
Tethadur™, to deliver drugs or biologics to treatand dry age-related macular degeneration (AM@)coma, osteoarthritis and other
diseases.

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 repontealats of revenues and expenses during the regqréinods. We base
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our estimates on historical experience, anticipag¢adlts and trends and various other factors\ai¢o be reasonable under the circumstal
the results of which form the basis for making judmts about the carrying values of assets andifiebithat are not readily available from
other sources. By their nature, these estimatdgnjents and assumptions are subject to an inhéegneée of uncertainty, and management
evaluates them on an ongoing basis for changescts &ind circumstances. Changes in estimatesanaleg in the period in which they
become known. Actual results may differ from ouireates under different assumptions 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 eyss. The terms of these arrangements typicallydechultiple deliverables by us (such as
granting of license rights, providing research dadelopment services, manufacturing of clinicalenats and participating on joint research
committees) in exchange for consideration to usonfie combination of one or more of non-refundaiblnke fees, funding of research and
development activities, payments based upon acmientof clinical development, regulatory and sahéigstones, royalties in the form of a
designated percentage of product sales or paticipan profits.

Revenue arrangements with multiple deliverablesiasieed into separate units of accounting if dertaiteria are met, including whett
the delivered element has stand-alone value todhaborative partner and based on the sellingepoicthe deliverables. When deliverables are
separable, consideration received is allocatelldséparate units of accounting based on thevelsgilling price method using management’s
best estimate of the standalone selling price tWelables when vendor-specific objective evideacéhird-party evidence of selling price is
not available. Allocated consideration is recogdias revenue upon application of the appropriatemee recognition principles to each unit.

The assessment of multiple deliverable arrangemenqtsres 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.

For the year ended June 30, 2015, we reported $2ilidn of collaborative research and developmenenue. 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 Resstafizer Agreement are conducting the researchldanelopment program for the
Latanoprost Product through completion of Phasdiriical trials (the “R&D program”) and patrticipati 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.

The total arrangement consideration of the Restafieér Agreement totaled $10.05 million, which sisted 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 Juned3dq, 2he period of the modification. The remainipadance is being recognized as revenue
using the proportional performance method overeiienated period of our performance obligationsauride R&D program. Application of
the proportional performance method in any fisealgd would result in an increase or decreaseviamee recognized to the extent that the
aggregate projected costs to conduct the R&D progtacreases or increases, respectively, compated firevious period.
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Recognition of Expense in Outsourced Clinical TrialAgreements

We recognize research and development expenseesgiplect to outsourced agreements for clinicalstridth contract research
organizations (“CROSs") as the services are provitkaded on our assessment of the services perfoiedhake our assessments of the
services performed based on various factors, iimduevaluation by the third-party CROs and our amiarnal review of the work performed
during the period, measurements of progress by by the third-party CROs, data analysis with respe work completed and our
management’s judgment. We have agreements witlCROs to conduct the Phase Il clinical trial progréor Medidur for posterior
uveitis. Our financial obligations under the agreeis are determined by the services that we refjaesttime to time under the
agreements. The actual amounts owed under theragnée and the timing of those obligations will deghen various factors, including
changes to the protocols and/or services requdsiedumber of patients to be enrolled and theahpatient enrollment, achievement of pre-
defined direct cost milestone events and otheofagelating to the clinical trials. As of June 2015, our CRO agreements provided for two
Phase Il clinical trials and a utilization studfyaur proprietary inserter at an aggregate remgiowst of approximately $16.4 million. We can
terminate the agreements at any time without pgnaitd if terminated, we would be liable only fengces through the termination date plus
non-cancellable CRO obligations to third parties.

During fiscal 2015, we recognized approximatelyl$@illion of research and development expensebattible to our Medidur Phase lI
clinical trial program. Changes in our estimateslifferences between the actual level of servieFfopmed and our estimates may result in
changes to our research and development expenfésiia periods.

Results of Operations
Years Ended June 30, 2015 and 2014

Year Ended June 30 Change
2015 2014 Amounts %
(In thousands except percentage:

Revenues

Collaborative research and developmr $25,41: $ 2,15t $23,25¢ 107%%

Royalty income 1,15¢ 1,31¢ (164) (12)%

Total revenue 26,56¢ 3,47: 23,09: 665%
Operating expense

Research and developmt 12,08¢ 9,57: 2,51t 26%

General and administrati 8,05¢ 7,46¢ 58¢ 8%

Gain on sale of property and equipm — (78) 78 (100%

Total operating expens 20,14 16,96: 3,181 19%
Operating income (lost 6,421 (13,490 19,91 14&%
Other income (expense

Interest incomt 19 6 13 217%

Other income (expense), r 3 (1) 4 400%

Total other incom: 22 5 17 34(%
Income (loss) before income tax 6,44: (13,485 19,92¢ 14&%
Income tax (expense) bene (96) 13C (226) (174)%
Net income (loss $ 6,347 $(13,355)  $19,70: 14€%
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Revenues

Collaborative research and development revenuetb$25.4 million in fiscal 2015 compared to $2.®ion in fiscal 2014. This increas
was primarily attributable to recognition of theestime $25.0 million FDA approval milestone earfiedILUVIEN, partially offset by a $1.8
million reduction in revenues from funded techngl@yaluation agreements.

Retisert royalty income decreased by $164,000286,10 $1.2 million in fiscal 2015 compared to $inBlion in fiscal 2014. We do not
expect Retisert royalty income to increase sigaifity in the next fiscal year, and it may declinglier.

We are entitled to share in net profits, on a cguhy-country basis, from sales of ILUVIEN by Alimee Alimera initiated commercial
sales of ILUVIEN in the U.K. and Germany in the fituquarter of fiscal 2013 and in the U.S. and &gat in the third quarter of fiscal 2015.
We received $43,000 of ILUVIEN net profits duringdal 2015 and none in fiscal 2014. We do not kmdven and if we will receive future net
profit payments with respect to any country whetiendra sells ILUVIEN or payments with respect tantries where Alimera sublicenses the
sale of ILUVIEN.

Research and Developme

Research and development totaled $12.1 milliomsitaf 2015, an increase of $2.5 million, or 26%mpared to $9.6 million in
fiscal 2014. This increase was primarily attribléaio a $2.0 million increase in CRO costs for Medidur Phase 111 clinical development
program and $240,000 of personnel related costkiding stock-based compensation. We currently expests of our ongoing Medidur
clinical development program to increase by appnaxely $600,000, or 10%, during fiscal 2016 ovecdi 2015.

General and Administrative

General and administrative increased by $588,008% to $8.1 million for fiscal 2015 from $7.5 tiwh for fiscal 2014, primarily
attributable to a $530,000 increase in professifeed and a $390,000 increase in stock-based caatem

Other Income

Other income totaled $22,000 in fiscal 2015 comgaoe$5,000 in fiscal 2014, primarily due to interexcome on higher average
balances of marketable securities investments.

Income Tax (Expense) Benef

Income tax expense of $96,000 in fiscal 2015 corpéw an income tax benefit of $130,000 in fis@4£ During fiscal 2015, we paid
$263,000 of federal alternative minimum taxes bagsgh U.S. taxable income for calendar year 20Tdclwvas primarily attributable to the
$25.0 million ILUVIEN FDA-approval milestone. Refdable foreign research and development tax crestited $167,000 in fiscal 2015
compared to $130,000 in fiscal 2014.
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Years Ended June 30, 2014 and 2013

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

Revenues

Collaborative research and developrr $ 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 (10 (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% inseetom $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.

Royalty income, predominantly related to Retisgegreased by $45,000, or 3%, to $1.3 million indi2014 compared to $1.4 million
fiscal 2013.

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 fikédidur Phase Il clinical trial was partially offsby a $665,000 decrease in personnel costs
including stock-based compensation.

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 $5,000 in fiscal 2014 compaoe$il 4,000 in fiscal 2013 due to lower averagameds of marketable securities
investments.
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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.

Inflation and Seasonality

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

Recently Adopted and Recently Issued Accounting Prouncements

New accounting pronouncements are issued peridgioaithe Financial Accounting Standards Board (38%) and are adopted by us as
of the specified effective dates. Unless otherwliselosed below, we believe that the impact of ndgassued and adopted pronouncements
will not have a material impact on our financiakjgimn, results of operations and cash flows ondbapply to our operations.

In May 2014, the FASB issued Accounting Standardddtie No. 2014-0Revenue from Contracts with Custom@rspic 606) (“ASU
2014-09"), which requires an entity to recognizeeraue in an amount that reflects the consideratiomhich the entity expects to be entitled in
exchange for the transfer of promised goods origes\wto customers. The standard will replace nxistirg revenue recognition guidance in
U.S. GAAP. In August 2015, the FASB issued ASU 2045 which officially deferred the effective dateASU 2014-09 by one year, while
also permitting early adoption. As a result, ASU2M9 will become effective on July 1, 2018, witirlg adoption permitted on July 1, 2017.
The standard permits the use of either the retatisfgeor cumulative effect transition method. We awvaluating the impact this standard will
have on our financial statements.

In August 2014, the FASB issued ASU 2014-REgsentation of Financial Statements—Going Concé&8U 201415 provides guidanc
around management’s responsibility to evaluate drahere is substantial doubt about an entityiktybo continue as a going concern and to
provide related footnote disclosures. For eachrtgygpperiod, management will be required to evidwahether there are conditions or events
that raise substantial doubt about a company’#yabil continue as a going concern within one yeam the date the financial statements are
issued. The new standard is effective for fiscalrgeand interim periods within those fiscal yebegjinning after December 15, 2016. Early
adoption is permitted. We are evaluating the padémpact of adopting this standard on our finahstatements.

Liquidity and Capital Resources

During fiscal 2012 through fiscal 2015, we finan@aot operations primarily from the receipt of liserfees, milestone payments, rese
and develop funding and royalty income from outatmdration partners, and from proceeds of salesipequity securities. At June 30, 2015,
our principal sources of liquidity consisted of ltasash equivalents and marketable securitiedrigt&P8.5 million. Our cash equivalents are
invested in an institutional money market fund, and marketable securities are invested in investrgeade corporate debt with maturities at
June 30, 2015 ranging from 0.5 to 8.5 months.

With the exception of net income in fiscal 2015utéag from the $25.0 million ILUVIEN FDA approvahilestone, we have generally
incurred operating losses since inception andjr= 30, 2015, we had a total accumulated defich231.7 million. We do not currently have
any assured sources of future revenue and we dignexpect negative cash flows from operations a@uarterly basis unless and until such
time as we receive sufficient revenues from ILUVIEN DME or one or more of our other product caadkés achieve regulatory approval and
provide us sufficient revenues. We believe thataayital resources of $28.5 million at June 30,%2@dgether with expected cash inflows
under existing collaboration agreements, will eeald to fund our operations as currently planneaéarly calendar year 2017. This estimate
excludes any potential net

39



Table of Contents

profits receipts under our Alimera collaboratiomesgment. Our ability to fund our planned operatibegond then, including completion of
clinical development of Medidur, is expected to elgh on the amount and timing of cash receipts fitddVVIEN net profits participation, as
well as proceeds from any future collaboration theeo agreements and/or financing transactions.eltsemo assurance that we will receive
significant, if any, revenues from future saleslddVIEN or cash from any other sources. Accordingle expect to need additional resources
to fund our planned operations. Whether we willuieg} or desire, to raise additional capital wil influenced by many factors, including, but
not limited to:

» whether, when and to what extent we receive revemith respect to commercialization of ILUVIE
» the timing and cost of development, approval ancketang of Medidur for posterior uveiti

« whether and to what extent we internally fund, leetand when we initiate, and how we conduct gtiheduct development
programs

« the amount of Retisert royalties and other paymemtseceive under collaboration agreeme

» 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 anddheeof those arrangemer
» timely and successful development, regulatory apgdrand commercialization of our products and povaandidates

» the costs involved in preparing, filing, prosecgtimaintaining, defending and enforcing any patésitns;

» changes in our operating plan, resulting in inceeaw decreases in our need for capital;

» our views on the availability, timing and desir#libf raising capital

Management currently believes that extending osh gasition beyond early calendar year 2017 froeratppns depends significantly on
possible cash flows from the successful commeeatitn of ILUVIEN for DME by Alimera. However, theris no assurance that ILUVIEN 1
DME will achieve market acceptance in the U.SherEEU or that we will receive significant, if amgyvenues 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 stockholderthdlgh we may be able to sell common shares undemasting ATM facility, we do not
know whether and to what extent we will seek tasdand, if we are able to do so, on what terms.stdte of the economy and the financial
and credit markets at the time or times we seekiaddl financing may make it more difficult and necexpensive to obtain. If available,
additional equity financing may be dilutive to dtbolders, debt financing may involve restrictiveszenants or other unfavorable terms and
potential dilutive equity, and funding through eddbration agreements may be on unfavorable tenuisiding requiring us to relinquish rights
to certain of our technologies or products. If agdg financing is not available if and when needeximay delay, reduce the scope of, or
eliminate research or development programs, postpocancel the pursuit of product candidatesyitiolg pre-clinical and clinical trials and
new business opportunities, reduce staff and opgrabsts, or otherwise significantly curtail oyresations to reduce our cash requirements
and extend our capital.
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Our consolidated statements of historical cashdlave summarized as follows:

Year Ended June 30

2015 2014 2013
(In thousands)

Net income (loss) $ 6,347 $(13,35%) $(11,900)
Changes in operating assets and liabili 1,00¢ 38¢ 692
Other adjustments to reconcile net income (losspth flows from operating activiti 2,941 2,29¢ 2,46:

Cash flows provided by (used in) operating actig $10,29: $(10,677) $ (8,745

Cash flows (used in) provided by investing actés $(6,739) $ 66 $ 6,35¢

Cash flows provided by financing activiti $ 23t $ 19,04« $ 4,66¢

Sources and uses of operating cash flows for taesyended June 30, 2015, 2014 and 2013 are sunechaszollows:

Year Ended June 30
2015 2014 2013
(In thousands)

Operating cash inflow:s

License and collaboration agreeme $ 25,317 $ 1,96: $ 854
Royalty income 1,08¢ 1,34¢ 1,47
Foreign R&D tax credit 12C 12t 152
Investment interest received, 1 97 45 21F
26,62( 3,481 2,69¢

Operating cash outflow:
Personnel cos! (5,08¢) (5,340 (4,53¢9)
Professional fee (3,239 (2,869 (2,729
Clinical development and thi-party R&D (5,789 (3,839 (2,159
All other operating cash outflows, r (2,220 (2,109 (2,027)
(16,329 (14,157) (11,447
Cash flows provided by (used in) operating acta $ 10,29: $(10,677) $ (8,74

Operating cash inflows for each year consisted guilgnof payments received pursuant to license @ildboration agreements. As a
percentage of total license and collaboration @afétws, amounts attributable to Alimera represdrfi®.3% in fiscal 2015, 5.8% in fiscal 2014
and 8.4% in fiscal 2013, amounts attributable t@B@ represented 0.4% in fiscal 2015, 6.9% in fig044 and 11.7% in fiscal 2013 and
amounts attributable to various feasibility studyesements represented 0.2% in fiscal 2015, 86.688dal 2014 and 73.2% in fiscal 2013.

Operating cash outflows increased by $2.2 millmml5.3%, from fiscal 2014 to fiscal 2015, primals a result of increases of (a) $2.1
million in Medidur clinical development; (b) $268 of federal alternative minimum taxes attribu¢atal calendar year 2014 U.S. taxable
income; and (c) a $370,000 increase in professifeesl, partially offset by decreases of $255,00@dentive compensation awards and
$230,000 in facility costs. Operating cash outflomaeased by $2.7 million, or 23.7%, from fisc@ll3 to fiscal 2014, primarily as a result of:
(&) an increase of $1.4 million for Medidur clinickevelopment; (b) $1.1 million of incentive compation, which included awards for fiscal
2013 and awards for fiscal 2012 that were cond#iiban events occurring in fiscal 2013; and (c)remdase of $205,000 of professional fees,
partially offset by a $300,000 reduction of othergonnel costs.

41



Table of Contents

Cash flows from investing activities were primaitributable to purchases of marketable securitiesof maturities, of $6.6 million for
fiscal 2015 and maturities of marketable securities$ of purchases, of $386,000 for fiscal 2014 $&d million for fiscal 2013. Purchases of
property and equipment totaled $161,000 in fis€dI52 $248,000 in fiscal 2014 and $68,000 in fi&tH 3.

Cash flows from financing activities in fiscal 200re 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 aitiés included proceeds from the exercise of styutions totaling $235,000 in fiscal 2015 and
$987,000 in fiscal 2014.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieat$iaive, or are reasonably likely to have, a otitwe 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 contvatiobligations as of June 30, 2015:

Payments Due by Perioc

Less thar More than
Contractual Obligations Total 1 year 1-3 years 3-5 years 5 years
(In thousands)
Operating Lease Obligatiol $1,76( $ 482 $ 91¢ $ 35¢ $ —
Purchase Obligatior 21C 21C — — —
Total $1,97( $ 692 $ 91c $ 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 CROSs to conduct tinéceli development program for Medidur for postetigeitis. Our financial
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, incluglitme number of patients and rate of
patient enrollment, any protocol amendments andrdtctors relating to the clinical trials. We adrange the services requested and thereby
increase or decrease our obligations under theeaggets from time to time. As of June 30, 2015,0B0 agreements provided for two Phase
1l clinical trials and a utilization study of theewly designed proprietary inserter at an aggregat®ining cost of approximately $16.4
million. We can terminate the agreements at ang tivithout penalty.

We also have employment agreements with our threeugive officers that would require us to makeesamce payments to them if we
terminate their employment without cause or thecetiees resign for good cause. These paymentsoaténgent upon the occurrence of
various future events, and the amounts payableruhdse provisions depend upon the level of congtemsat the time of termination of
employment, are therefore not calculable at tinietiand, as a result, we have not included any aonciunts in the table above.
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ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
Foreign Currency Exchange Rates

We conduct operations in two principal currenctas,U.S. dollar and the Pound Sterling )e U.S. dollar is the functional currency
our U.S. operations, and the Pound Sterling iduhetional currency for our U.K. operations. Chasmigethe foreign exchange rate of the
Pound Sterling to the U.S. dollar impact the nedrafing expenses of our U.K. operations. The stheming of the U.S. dollar relative to the
Pound Sterling in fiscal 2015 compared to fiscal2@esulted in a net decrease in research andageweht expense of approximately $62,000
For every incremental 5% strengthening or weakenfrte weighted average exchange rate of the dalfar in relation to the Pound Sterling,
our research and development expense in fiscal @@1fd have decreased or increased by $89,000ectgply. All cash and cash equivalel
and most other asset and liability balances, anem@ated in each entity’s functional currency aatordingly, we do not consider our
statement of comprehensive income (loss) exposurealized and unrealized foreign currency gairtslagsses to be significant.

Changes in the foreign exchange rate of the Potertirsy to the U.S. dollar also impacted total &toalders’ equity. As reported in the
statement of comprehensive income (loss), theivelatrengthening of the U.S. dollar in relatiorthe Pound Sterling at June 30, 2015
compared to June 30, 2014 resulted in $95,000h&fr@tomprehensive loss due to the translation 08£®0 of net assets of our U.K.
operations, predominantly the BioSilicon (includifgthadur) technology intangible asset, into Ud@lads. For every incremental 5%
strengthening or weakening of the U.S. dollar aeJs0, 2015 in relation to the Pound Sterling,siackholders’ equity at June 30, 2015 woulc
have decreased or increased, respectively, by sippately $40,000.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The information required by this item may be fowmdpages F-1 through F-24 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(®®.2I'he term “disclosure controls and proceduras’gefined in Rules 13a-15(e) and 15d-1
(e) under the Securities Exchange Act of 1934 naaraled (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 sitlmder the Exchange Act, is recorded,
processed, summarized and reported within the pieni@ds specified in the SEC’s rules and forms, thatlsuch information is accumulated
and communicated to our management, including dacipal executive officer and principal financa@fficer, as appropriate to allow timely
decisions regarding required disclosure. Managemesuignizes that any controls and procedures, ritenfeow well designed and operated,
can provide only reasonable assurance of achigkigigdesired objectives, and our management nadlsapplies its judgment in evaluating
the cost-benefit relationship of possible conteoidl procedures. Based on the evaluation of outodisie controls and procedures as of
June 30, 2015, our principal executive officer aridcipal financial officer concluded that, as ath date, our disclosure controls and
procedures were effective at the reasonable assutawvel.
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(&) Managemen’s Report on Internal Control over Financial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finaha@orting, 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 procethat:

e pertain to the maintenance of records that in negsie detail accurately and fairly reflect the sactions and dispositions of our
assets

e provide reasonable assurance that transactions@eded as necessary to permit preparation ofifiahstatements 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

All internal control systems, no matter how welsigmed, have inherent limitations and may not pnewe detect misstatements.
Projections of any evaluations of effectiveneshutare periods are subject to the risk that costrmay become inadequate because of change
in conditions, or that the degree of compliancénlie policies or procedures may deteriorate.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of J@@ 2015. In making this assessment
management used the criteria set forth by the Cateenof Sponsoring Organizations of the Treadwamn@éssion (“COSO”) irinternal
Control—Integrated Framework (2013Based on this assessment, our management codchate as of such date, our internal control over
financial reporting was effective based on thosera.

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, 2015, 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, @ubernal 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, 2015, ba:
on the criteria established linternal Control—Integrated Framework (2018sued by the Committee of Sponsoring Organizatafrthe
Treadway Commission.

The Company’s management is responsible for mainigieffective internal control over financial repog and for its assessment of the
effectiveness of internal control over financighoeting, included in the accompanying ManagensReport on Internal Control over Financ
Reporting. Our responsibility is to express an mpiron the Company’s internal control over finahe@porting based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti8d&nited States). Those
standards require that we plan and perform the &ndbtain reasonable assurance about whetheatigéaénternal 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 etasting and evaluating the design and operatifegéfeness 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 supenvidij the company’s principal
executive and principal financial officers, or pmrs performing similar functions, and effected g tompany’s board of directors,
management, and other personnel to provide realpasturance regarding the reliability of financ@dorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles. A comgisaimternal 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 treetsof the company; (2) provide reasonable assertduat transactions are recorded as
necessary to permit preparation of financial stateisiin accordance with generally accepted acomyiptinciples, 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 tlenéial statements.

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

In our opinion, the Company maintained, in all maleespects, effective internal control over fioal reporting as of June 30, 2015,
based on the criteria establishedriternal Control—Integrated Framework (2018)sued by the Committee of Sponsoring Organizatain
the Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the
consolidated financial statements as of and foy#a ended June 30, 2015 of the Company and partrédated September 10, 2015 expre:
an unqualified opinion on those financial stateraent

/s/ Deloitte & Touche LLP

Boston, Massachusetts
September 10, 2015
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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, 54
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 to January 2009 and our Executivechiref Strategy from December 2005 to January 2863m 1996 until acquired by us in
December 2005, Dr. Ashton was the President anef@&xiecutive Officer of Control Delivery Systemsgl (CDS), a drug delivery company
that he co-founded in 1991. Dr. Ashton was prewvipagoint faculty member in the Departments of @ttmology and Surgery at the
University of Kentucky, served on the faculty offfeuUniversity and worked as a pharmaceutical siseat Hoffman-LaRoche.

Lori Freedman, 48
Vice President of Corporate Affairs, General Coliasel Company Secretary

Ms. Freedman has served as our Vice President ipioCate Affairs, General Counsel and Secretaryesmiay 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 also served as Vice President, Ge@Getaisel, and Secretary of Allaire Corporationr@vigler 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, 65
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 fityegnd in compliance with SEC
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regulations and NASDAQ and ASX listing standardse Tode of Conduct covers adherence to laws andiateans as well as professional
conduct, including employment policies, conflicfdrderest and the protection of confidential infation. The Code of Conduct is available
the “Corporate Governance” section of our webditevaw.psivida.com.

We intend to disclose any future amendments tayaivers from, the Code of Conduct that affect duealors 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 6ab6Zroxy Statement.

ITEM 11. EXECUTIVE COMPENSATION
The information required to be disclosed in ItemisLhereby incorporated by reference to our 20 P56tatement.

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

The information required to be disclosed in Itemis Bereby incorporated by reference to our 20 P6tatement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
The information required to be disclosed in ItemislBereby incorporated by reference to our 20 P5Etatement.

ITEM 14.  PRINCIPAL ACCOUNTING FEES AND SERVICES
The information required to be disclosed in Itemisl4ereby incorporated by reference to our 20 P56tatement.

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 abskooeditions under which they are required or bsegthe required information is
included in the consolidated financial statementsates thereto.

47



Table of Contents

Exhibit

No.

3.1
3.1

4.1
99.:
4.1

4.3t

99.:

10.1

10.2

10.1

10.3¢

10.1

4.1z

(2)(3) Exhibits.
Incorporated by Reference to SEC Filing
SEC Filing
Exhibit No. Exhibit Description Form Date
Articles of Incorporation and B-Laws
3.1 Certificate of Incorporation of pSivida Cot 8-K12G3 06/19/0¢
3.2 By-Laws of pSivida Corg 8-K 07/19/1:
Instruments Defining the Rights of Security Holde
4.1 Form of Specimen Stock Certificate for Common St 8-K12G3 06/19/0¢
4.2+ Form of Warrant to Purchase Common Shares, datecada24, 201: 8-K 01/19/1:
4.3+ Form of Warrant to Purchase Common Shares, datgdst, 201: 8-K 08/02/1:
Material Contract—Management Contracts and Compensatory Ple
10.1(a) Employment Agreement, between pSivida Corp. and Rstuiton, dated
October 31, 200
10.2 Non-Competition Agreement, between pSivida Limited &adil Ashton,
dated October 3, 20( 2C-F 01/18/0¢
10.3 Employment Agreement, between pSivida Limited and Ereedman,
dated as of May 16, 20( 6-K 05/23/0¢
10.4 Employment Agreement, between pSivida Corp and asb8. Ross, dated
December 17, 201 8-K 12/21/1(
10.5 Option Amendment Agreement, between pSivida Corplaaonard S.
Ross, dated December 17, 2( 8-K 12/21/1(
10.6(a) 2008 Equity Incentive Plan, as amended on Noverh®eP00<
10.7+ Form of Stock Option Certificate for grants to extdee officers under the
pSivida Corp. 2008 Incentive Pl 8-K 09/10/0¢
10.8+ Form of pSivida Corp. Nonstatutory Stock Optionarged to Lori
Freedman on September 4, 2008 and September 1® 10-K 09/26/0¢
Material Contract—Leases
10.9 Lease Agreement between pSivida Corp. and Farleijg/etna Mills,
LLC dated November 1, 201 16-Q 11/13/1%
Material Contract—License and Collaboration Agreemen
10.10# Amended and Restated License Agreement betweemdComlivery
Systems, Inc. and Bausch & Lomb Incorporated dBgetember 9, 2003,
amended on June 28, 2C 2C-F 01/18/0¢
10.11# Second Amendment to Amended and Restated LicensseAgnt between
pSivida US, Inc. and Bausch & Lomb dated AugustQQ9 10-K 09/25/0¢
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Incorporated by Reference to SEC Filing

SEC Filing Exhibit
Exhibit No. Exhibit Description Form Date No.
10.12# Amended and Restated Collaborative Research ammsécAgreement,
dated as of June 14, 2011, by and among pSividp, @&ivida US, Inc.,
pSiMedica Limited and Pfizer, In 1C-K/A 12/27/1: 10.1:
10.13# Amended and Restated Collaboration Agreement bybatwleen 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 Accourfiing, 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 tHeaBas-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, 2015, formatted itree3ble Business
Reporting Language (XBRL): (i) Consolidated Balafteets at June 2
2015 and 2014; (ii) Consolidated Statements of Getmgnsive Income
(Loss) for the years ended June 30, 2015, 2012ah8d; (iii)
Consolidated Statements of Stockhold&guity for the years ended Ju
30, 2015, 2014 and 2013; (iv) Consolidated StatesneihCash Flows for
the years ended June 30, 2015, 2014 and 2013yahibies to
Consolidated Financial Statemer

Confidential treatment has been granted for postimithis 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 nantleeoihvestor, and the investor’s and/or
the Compan’s signatures are included in the final versic

(@) 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 10, 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/ Davib J. MAzzo Chairman of the Board of Directors September 10, 2015
David J. Mazzo
/s/ PAUL A SHTON President, Chief Executive Officer and Director ~ September 10, 2015
Paul Ashton (Principal Executive Officer
/s/ LEONARDS. Ross Vice President, Finance (Principal Financial and September 10, 2015
Leonard S. Ross Accounting Officer)
/s/ DouGLASG ODSHALL Director September 10, 2015
Douglas Godshall
/s/ MICHAEL R OGERS Director September 10, 2015
Michael Rogers
/'s| PETERSAVAS Director September 10, 2015
Peter Savas
/s/ JAMESB ARRY Director September 10, 2015

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, 2015
and 2014, and the related consolidated stateméntsmprehensive income (loss), stockholders’ equaitd cash flows for each of the three
years in the period ended June 30, 2015. Thesedi@iastatements are the responsibility of the Cany's management. Our responsibility it
express an opinion on the financial statementscoaseur audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet dndbtain 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 marageas 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, 2015 and 2014, anck¢hts of their operations and their cash flowsefach of the three years in the period endec
June 30, 2015, 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, 2015, based on the criteria eskaddliininternal Control-Integrated
Framework (2013 issued by the Committee of Sponsoring Organizatafrthe Treadway Commission and our report dasgde®nber 10,
2015 expressed an unqualified opinion on the Coripanternal control over financial reporting.

/s/ Deloitte & Touche LLP

Boston, Massachusetts
September 10, 2015
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PSIVIDA CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands except share amounts)

June 30,
2015 2014

Assets
Current assets:

Cash and cash equivale $ 19,12: $ 15,33¢

Marketable securitie 9,41« 2,94«

Accounts and other receivabl 622 517

Prepaid expenses and other current a: 681 547
Total current asse 29,83¢ 19,34:
Property and equipment, r 33¢ 297
Intangible assets, n 1,92¢ 2,76
Other asset 11€ 117
Restricted cas 15C 15C
Total assets $ 32,36 $ 22,67
Liabilities and stockholders’ equity
Current liabilities:

Accounts payabl $ 744 $ 464

Accrued expense 2,571 1,52¢

Deferred revenu 33 13¢
Total current liabilities 3,34¢ 2,12¢
Deferred revenue, less current port 5,59¢ 5,58¢
Deferred ren 58 37
Total liabilities 8,99¢ 7,740
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 shatbeazed, 29,412,365 and 29,298,558 shares

issued and outstanding at June 30, 2015 and 284dectively 28 28

Additional paic-in capital 293,06( 290,86

Accumulated defici (270,66¢) (277,01

Accumulated other comprehensive inca 94E 1,04¢
Total stockholder equity 23,36¢ 14,92¢
Total liabilities and stockholders’ equity $ 32,36 $ 22,67

See notes to consolidated financial statements
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PSIVIDA CORP. AND SUBSIDIARIES

(In thousands except per share data)

Revenues
Collaborative research and developrr
Royalty income
Total revenue
Operating expense
Research and developmt
General and administrati
Gain on sale of property and equipm
Total operating expens
Operating income (los!
Other income (expense
Interest income, ne
Other income (expense), r

Total other incoms

Income (loss) before income tax
Income tax (expense) bene

Net income (loss
Net income (loss) per shal
Basic
Diluted
Weighted average common shares outstani
Basic
Diluted

Net income (loss

Other comprehensive (loss) incon
Foreign currency translation adjustme
Net unrealized (loss) gain on marketable secul

Other comprehensive (loss) incol
Comprehensive income (los

See notes to consolidated financial statements
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)

Year Ended June 30

2015 2014 2013
$2541: $ 2,158 $ 78C
1,15¢ 1,31€ 1,36:
26,56 3,47¢ 2,14¢
12,08¢ 9,57¢ 7,00t
8,05¢ 7,46¢ 7,16¢
— (78) —
20,14« 16,96: 14,17:
6,421 (13,490 (12,037
19 6 16
3 @) 2
22 5 14
6,44¢ (13,48%) (12,01)
(96) 13C 117
$ 6,347 $(13,35)  $(11,900
$ 022 $ (049 $ (0.5
$ 021 $ (049 $ (0.59
29,37¢ 27,44¢ 23,04
30,58« 27,44¢ 23,04
$ 6,347 $(13,35)  $(11,900
(95) 124 (29)
(4) — 7
(99) 124 (22)
$ 6,24t $(13,23)  $(11,92)
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PSIVIDA CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Balance at July 1, 2012

Net loss

Other comprehensive lo
Issuance of stock, net of issue cc
Stoclk-based compensatic
Balance at June 30, 20

Net loss

Other comprehensive incor
Issuance of stock, net of issue cc
Exercise of stock optior
Stoclk-based compensatic
Balance at June 30, 20

Net income

Other comprehensive lo
Exercise of stock optior
Stoclk-based compensatic

Balance at June 30, 20

(In thousands except share data)

Common Stock

Accumulated
Other

Total

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

20,802,59 $ 21 $264,43: $(251,75% $ 947 $ 13,63¢
— — — (11,900 — (11,900

— — — — (22 (22
2,494,41 2 4,66 — — 4,66¢
— — 1,31 — — 1,315
23,297,01 23 270,41! (263,659 92( 7,70(
— — — (13,35%) — (13,35Y)

— — — — 124 124
5,576,11. 6 18,05! — — 18,057
425,43¢ — 987 — — 987
— — 1,411 — — 1,417
29,298,55 29 290,86 (277,019 1,04¢ 14,92
- - - 6,347 = 6,347
— — — — (99) (99
113,80° — 23t — — 23t

— — 1,961 — — 1,961
29,412,36 $ 29 $293,06( $(270,66¢6 $ 94~ $ 23,36¢

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 income (loss

Adjustments to reconcile net income (loss) to dashis from operating activities

Amortization of intangible asse
Depreciation of property and equipm
Amortization of bond premium on marketable seces
Stoclk-based compensatic
Gain on sale of property and equipm
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 provided by (used in) operating activi
Cash flows from investing activities:
Purchases of marketable securi
Maturities of marketable securiti
Purchases of property and equipr
Proceeds from sale of property and equipn
Change in restricted ca
Net cash (used in) provided by investing activi
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 castcasi equivalent
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of yei
Cash and cash equivalents at end of yei

Supplemental disclosure of cash flow information
Cash paid for income tax

See notes to consolidated financial statements
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Year Ended June 30

2015 2014 2013
$ 6,347  $(13,35)  $(11,900)
77C 77¢ 76¢
112 13¢ 22F

98 45 152
1,961 1,411 1,31
— (78) —
(124) 102 364
(136) 1,11 (1,279
297 (219) 277
1,05¢ (381) 1,28¢
(94) (267) 35

18 37 —
10,29 (10,67) (8,745)
(10,229 (2,96 (7,759
3,65( 3,35( 14,18
(161) (245) (69)
— (150) —
(6,739 66 6,35¢
— 18,05 4,66¢
23E 987 —
23¢ 19,04 4,66¢
(12 @) )]
3,781 8,43t 2,27¢
15,33 6,89¢ 4,62¢
$19,12: $1533¢ $ 6,89¢
$ 2% 0§ — 0§ —
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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 aingtd-release drug-delivery
products for treating eye diseases. Its produdisedtadrugs at a controlled and steady rate for th@wor years. The Company has developed
three of only four sustained-release products amgatdy the U.S. Food and Drug Administration (“FDAGr treatment of back-of-the-eye
diseases. The most recent is ILUVIEN for diabetacoiar edema (“DME”), sold by the Company'’s licemgethe U.S. and three European
Union (“EU”) countries. The Company’s lead prodoahdidate, Medidur™ for posterior uveitis, is ingtial Phase 11l clinical trials. The
Company'’s pre-clinical development program is faeclprimarily on developing products for chronic tiygtimic diseases utilizing its core
technology platforms.

ILUVIEN is an injectable, sustained-release miareert that provides treatment of DME for three gdezm a single administration.
ILUVIEN is licensed to Alimera Sciences, Inc. (“Alera”), and the Company is entitled to a shardefiet profits (as defined) from Alimesa’
sales of ILUVIEN. ILUVIEN was launched in late Felry 2015 in the U.S., where it is indicated far treatment of DME in patients
previously treated with a course of corticosteraidthout a clinically significant rise in intrao@r pressure. ILUVIEN has been commercially
available in the United Kingdom (“U.K."dnd Germany since June 2013 and in Portugal saragady 2015. ILUVIEN has marketing approv
in these and 14 other EU countries for the treatmaeohronic DME considered insufficiently resparesto available therapies. Distribution,
regulatory and reimbursement matters for ILUVIEN EBME in Australia and New Zealand, Canada and ltalve been sublicensed.

Medidur, the Company’s lead development produanignjectable, micro-insert designed to treat ntmononinfectious uveitis affectin
the posterior of the eye (“posterior uveitis”) three years from a single administration. Medidrich is the same micro-insert as ILUVIEN,
is in Phase Il clinical trials, with the filing @& new drug application (“NDA”") anticipated in tfiest half of 2017. The Company is developing
Medidur independently.

The Company’s FDA-approved Retis@rt provides sosthrelease treatment of posterior uveitis for axiprately two and a half years.
Itis licensed to Bausch & Lomb, and the Compargnees royalties from its sales.

The Company’s pre-clinical development programoued on developing products using its core piattechnologies, Durasert™ and
Tethadur™, to deliver drugs and biologics to treat and dry age-related macular degeneration (“AMBlaucoma, osteoarthritis and other
diseases.

The Company has a history of operating losses amdihanced its operations primarily from the rptef license fees, milestone
payments, research and development funding andtyagaome from its collaboration partners, andifrproceeds of sales of its equity
securities. The Company believes that its cashn egsivalents and marketable securities of $28Ikomiat June 30, 2015, together with
expected cash inflows under existing collaboratigreements, will enable the Company to maintaioutsent and planned operations into
early calendar year 2017. This estimate excludggatential net profits receipts from sales of ILEBX under the Alimera collaboration
agreement. The Company’s ability to fund its plahoperations beyond then, including completionlivfical development of Medidur, is
expected to depend on the amount and timing of &s#ipts from ILUVIEN net profits participations avell as proceeds from any future
collaboration or other agreements and/or finantiagsactions.

F-7



Table of Contents

2. Significant Accounting Policies
Basis of Presentation

The consolidated financial statements are preseéntddS. dollars in accordance with generally atedmccounting 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 Comparsgsifyear ends on June 30 of each year. The yedesidune 30, 2015, 2014 and 2013 ma
be referred to herein as fiscal 2015, fiscal 204d fiscal 2013, respectively.

Certain prior period amounts have been reclassifiesbnform to the current presentation. Specificahe significant components of the
rate reconciliation have been reclassified to prepermanent items and the significant componeftissogross deferred tax assets have been
reclassified to present tax credits (see Note 12).

Use of Estimates

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

Foreign Currency

The functional currency of the Company and eadbts&ubsidiaries is the currency of the primaryrenoic 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.rAtesunts included in the statements
of comprehensive income (loss) and cash flowsrarestated at the weighted average exchange ratésefperiod. Gains and losses from
currency translation are included in accumulaté@iotomprehensive income as a separate componstaoiholders’ equity in the
consolidated balance sheets. The balance of acatedubther comprehensive income attributable teigorcurrency translation was $950,000
at June 30, 2015 and $1,045,000 at June 30, 2@tdigh currency gains or losses arising from tratisas denominated in foreign currencies,
whether realized or unrealized, are recorded ieraticome (expense), net in the consolidated sttésrof comprehensive income (loss) and
were not significant for all periods presented.

Cash Equivalents

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

Marketable Securities

Marketable securities consist of investments witlodginal or remaining maturity of greater tharetth months at the date of purchase.
The Company has classified its marketable secsidgtieavailable-for-sale. Accordingly, the Compaggords these investments at fair value,
with unrealized gains and losses excluded fromiegsrand reported, net of tax, in accumulated atbemprehensive income, which is a
component of stockholders’ equity. If the Compamtedmines that a decline of any investment is etth@n-temporary, the investment is
written down to fair value. As of June 30, 2015 @0d4, there were no investments in a significaméalized loss position. The fair value of
marketable securities is determined based on quotelet prices at the balance sheet date of the sasimilar instruments. The amortized
cost of debt securities is adjusted for amortizatibpremiums and accretion of discounts througtinéoearlier of sale or maturity. Such

F-8



Table of Contents

amortization and accretion amounts are includddtarest income, net in the consolidated statem&ntemprehensive income (loss). The cos
of marketable securities sold is determined bysthexific identification method.

Concentrations of Risk

Financial instruments that potentially subject @mmpany to concentrations of credit risk consigtiqpally of cash, cash equivalents and
marketable securities. At June 30, 2015, all ofGbenpany’s interest-bearing cash equivalent baBramggregating $15.8 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. @gnehrese deposits may be redeemed upon demandterdfore, the Company believes
they bear minimal risk. Marketable securities ateJ80, 2015 and 2014 consisted of investment-grageorate bonds and commercial paper.
The Company’s investment policy, approved by tharB®f Directors, includes guidelines relative teedsification and maturities designed to
preserve principal and liquidity.

Alimera Sciences accounted for $25.1 million, o¥08f total revenues in fiscal 2015 and inconsedakrgvenues in each of fiscal 2014
and fiscal 2013. Bausch & Lomb accounted for $1illan, or 5% of total revenues in fiscal 2015, $illion, or 38% of total revenues in
fiscal 2014, and $1.4 million, or 64%, of total eewies in fiscal 2013. A completed feasibility stadyeement accounted for $1.7 million, or
49%, of total revenues in fiscal 2014. Pfizer raxes) which were inconsequential in fiscal 2015 fsswhl 2014, accounted for $368,000, or
17%, of total revenues in fiscal 2013.

Bausch & Lomb accounted for $371,000, or 60% dafltatcounts receivable at June 30, 2015 and $30200%8% of total accounts
receivable at June 30, 2014.

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 elihkilities or equity in accordance with the staise of the contractual arrangement.

Property and Equipment

Property and equipment are recorded at cost ane:ciaped over their estimated useful lives (getmethtee to five years) using the
straight-line method. Leasehold improvements arertined on a straight-line basis over the shortéhe remaining norcancellable lease ter
or their estimated useful lives. Repair and maiaitexe costs are expensed as incurred. When asse&tised or sold, the assets and
accumulated depreciation are derecognized fromebygective accounts and any gain or loss is rezegdni

Leases

The Company leases real estate and office equipumelgr operating leases. Its primary real estatgeleontains rent holiday and rent
escalation clauses. The Company recognizes thdodiday and scheduled rent increases on a strliighbasis over the lease term, with the
excess of rent expense over cash payments recasdedeferred rent liability.
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Impairment of Intangible Assets

The Company'’s finite life intangible assets inclutdeacquired Durasert™ and BioSilicon™ (includihgthadur™) patented
technologies, which are being amortized on a ditdige basis over twelve years. The intangibleetbges were determined based upon the
anticipated period that the Company will derivaufetcash flows from the intangible assets, congigehe effects of legal, regulatory,
contractual, competitive and other economic factohe Company continually monitors whether eventsirmumstances have occurred that
indicate that the remaining estimated useful liféointangible assets may warrant revision. Tlen@any assesses potential impairments to i
intangible assets when there is evidence that sy@rthanges in circumstances indicate that thrgingramount of an asset may not be
recoverable. An impairment loss is recognized wiherfuture undiscounted net cash flows expecteddolt from the use of an asset are less
than its carrying value. If the Company considerasset to be impaired, the impairment charge tetegnized is measured by the amount b
which the carrying value of the asset exceedsstimmated fair value.

Revenue Recognition
Collaborative Research and Development and Mulipéiverable Arrangements

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

Revenue is recognized when there is persuasivemrsgdthat an arrangement exists, delivery has matuhe price is fixed and
determinable, and collection is reasonably assiMedtiple-deliverable arrangements, such as licearstdevelopment 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 standalonegegitine of deliverables when vendor-specific ohjecevidence 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.

The Company estimates its performance period use¥enue recognition based on the specific terhemch agreement, and adjusts
performance periods, if appropriate, based on pipdiGable facts and circumstances. Significant ganzent 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 performancegatiins either are completed or becc
inconsequential, then revenue recognition is de€euntil the Company can reasonably make such aginRevenue is then recognized over
the remaining estimated period of performance uiegcumulative catch-up method.

Royalties

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

If royalties are received when the Company has menmaperformance obligations, the royalty paymemtsild be attributed to the
services being provided under the arrangementteréfore revenue would be
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recognized as such performance obligations arempeed. Any such revenues are included as collalveret¢search and development reven

Reimbursement of Cos

The Company may provide research and developmerites and incur maintenance costs of licensechpatender collaboration
arrangements to assist in advancing the developaidicensed products. The Company acts primaslha @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 therses 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 reseattidevelopment personnel, amortization of intdegilssets, third-party costs and services
for clinical trials, clinical materials, pre-clirat programs, regulatory affairs, external const#taand other operational costs related to the
Company’s research and development of its procaradiclates.

Stock-Based Compensation

The Company may award stock options and otheregaised 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 may also award stock options thatubjst to objectively measurable performance amd@zcriteria. Compensation
expense for performance-based option awards bagsisch time as it becomes probable that the réspexerformance conditions will be
achieved. The Company continues to recognize tet giate fair value of performance-based optiormuthh the vesting date of the respective
awards so long as it remains probable that théeetlgerformance conditions will be satisfied.

The Company estimates the fair value of stock opdiwards using the Black-Scholes option valuatioaeh

Net Income (Loss) per Share

Basic net income (loss) per share is computed Wididg net income (loss) by the weighted-averagmaloer of common shares
outstanding during the period. For periods in whitel Company reports net income, diluted net incpareshare is determined by adding tc
weighted-average number of common shares outstautitknaverage number of dilutive common equivadbiares using the treasury stock
method, unless the effect is anti-dilutive.
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The following table reconciles the number of shargsd to compute basic and diluted net income)(jossshare:

Year Ended June 30

2015 2014 2013
Number of common shai—basic 29,378,25 27,443,59 23,044,15
Effect of dilutive securities
Stock options 956,44: — —
Warrants 249,44 — —
Number of common shar—diluted 30,584,14 27,443,59 23,044,15

Potential common stock equivalents excluded froencddculation of diluted earnings per share bectheseffect would have been anti-
dilutive were as follows:

Year Ended June 30

2015 2014 2013
Options outstanding 2,010,79: 3,791,000 3,554,54!
Warrants outstandin 552,50( 1,176,10! 1,176,10!

2,563,29: 4,967,100  4,730,65

Comprehensive Income (Loss)

Comprehensive income (loss) is comprised of nedrire (loss), foreign currency translation adjustrm@md unrealized gains and losses
on available-for-sale marketable securities.

Income Tax

The Company accounts for income taxes under thet asd liability method. Deferred income tax ass@is liabilities are computed for
the expected future impact of differences betwéerfinancial reporting and income tax bases oftasgs® liabilities and for the expected
future benefit to be derived from tax credits amsblcarry forwards. Such deferred income tax coatjmunts are measured based on enacted ta
laws and rates applicable to the years in whickghemporary differences are expected to be reedwarsettled. A valuation allowance is
provided against net deferred tax assets if, bardtie available evidence, it is more likely than 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 largesiumthat 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 Prouncements

New accounting pronouncements are issued peridgioaithe Financial Accounting Standards Board (38%) and are adopted by the
Company as of the specified effective dates. Urddissrwise disclosed below, the Company believasttte impact of recently issued and
adopted pronouncements will not have a materiadchpn the Company’s financial position, result®pérations and cash flows or do not
apply to the Company’s operations.

F-12



Table of Contents

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. In August 2015, the FASB issued ASU 2045 which officially deferred the effective dateASU 2014-09 by one year, while
also permitting early adoption. As a result, ASU2®9 will become effective on July 1, 2018, witirlg adoption permitted on July 1, 2017.
The standard permits the use of either the retaisfgeor cumulative effect transition method. Thentpany is evaluating the impact this
standard will have on its financial statements.

In August 2014, the FASB issued ASU 2014-REgsentation of Financial Statements—Going Concé&8U 201415 provides guidanc
around management’s responsibility to evaluate drethere is substantial doubt about an entityiktalo continue as a going concern and to
provide related footnote disclosures. For eachntempperiod, management will be required to eviduehether there are conditions or events
that raise substantial doubt about a company’styabil continue as a going concern within one yeamn the date the financial statements are
issued. The new standard is effective for fiscalrgeand interim periods within those fiscal yebegjinning after December 15, 2016. Early
adoption is permitted. The Company is evaluatirggpbtential impact of adopting this standard offifigncial statements.

3. License and Collaboration Agreement:
Alimera

Under the collaboration agreement with Alimeraaasended in March 2008, (the “Alimera Agreementig Company licensed to
Alimera the rights to develop, market and sella@iearproduct candidates, including ILUVIEN, and Aéna assumed all financial responsibility
for the development of licensed products. In additthe Company is entitled to receive 20% of agtypnofits (as defined) on sales of each
licensed product (including ILUVIEN) by Alimera, msured on a quarter-by-quarter and country-by-ecgurasis. Alimera may recover 20%
of previously incurred and unapplied net losseslédmed) for commercialization of each productinountry, but only by an offset of up to
4% of the net profits earned in that country eadértpr, reducing the Company’s net profit shar&8® in each country until those net losses
are recouped. In the event that Alimera sublicensegmercialization in any country, the Companyristied to 20% of royalties and 33% of
non-royalty consideration received by Alimera, lesdain permitted deductions. The Company is eigitled to reimbursement of certain
patent maintenance costs with respect to the [mlieahsed to Alimera.

The Companys performance obligations ended on December 319 306, accordingly, all amounts received thereaiteier the Alimer
Agreement are recognized as revenue upon recegitsarch earlier date, if applicable, on which angh amounts are both fixed and
determinable and reasonably assured of colledtabili

In September 2014, the Company earned a $25.@mitilestone from Alimera as a result of the FDAm=val of ILUVIEN, which
amount was received in October 2014. Revenue uhdeklimera Agreement totaled $25.1 million forcd 2015, $114,000 for fiscal 2014 ¢
$67,000 for fiscal 2013.

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 tliveitis (the “Latanoprost Product”). Pfizer maaeupfront payment of $2.3 million, and
the Company agreed to use commercially reason#fioleseto fund the development for at least oneryieluding assumption of an
investigator-sponsored Phase I/l dose-escalatighyghat enrolled and followed six patients tatrecular hypertension and glaucoma. The
Company may, at its option, conduct Phase |l dihidals, which to date have not been undertatarthe purpose of demonstrating Proof-of-
Concept (“POC"). If the Company were to issue
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a final report demonstrating POC, Pfizer would haw@9-day exercise option for an exclusive, worttvicense to further develop and
commercialize the Latanoprost Product in returref@20.0 million payment to the Company and po#¢diduble-digit sales-based royalties
and prescribed development, regulatory and salésrpgance milestone payments. If the Company ekectease development of the
Latanoprost Product prior to POC, Pfizer could eiserits option for the same worldwide license upapment of a lesser option fee, with
comparable reductions in any future milestonesragadlities. If Pfizer does not exercise its optidmew available, the Restated Pfizer
Agreement will automatically terminate, with anyna@ning deferred revenue balance recorded as revatrthat time, provided, however, that
the Company would retain the right to develop amhmercialize the Latanoprost 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 tfizefs exercise
option is not a deliverable of the arrangement bseidt is a substantive option and not pricedsagjaificant and incremental discount.
Conducting the research and development prograthéokatanoprost Product through completion of BHagials (the “R&D program”) was
deemed to be the Company’s sole consequentialedtable and, accordingly, the arrangement was titeete single unit of accounting. The
performance period is the expected period over lwtiie services are to be performed.

The arrangement consideration of the Restatedrfigeeement totaled $10.05 million, which consisté&7.75 million of deferred
revenue on the Company'’s balance sheet at thetigfetate plus the $2.3 million upfront paymenteTéxcess 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 peridueafdification, with the remaining $6.7 millionfdeed 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, 2015, the Coynpantinues to evaluate whether to undertake Phatiaical trials and, consequently,
the Company cannot currently estimate the remaip@rfprmance period and has therefore not recodrimg additional revenue. As a result,
the current portion of deferred revenue was $@Geh®f June 30, 2015 and 2014. Total deferred reveras approximately $5.6 million at e
of June 30, 2015 and 2014. Collaborative researdidavelopment revenue related to the RestatedrXigreement was inconsequential in
each of fiscal 2015 and fiscal 2014, and totale@B¥B00 in fiscal 2013. Costs associated with cotidgt¢he R&D program are included in
operating expenses as incurred.

Pfizer owned approximately 6.3% of the Company'standing shares at June 30, 2015.

Bausch & Lomb

Pursuant to a licensing and development agreerasmtinended, Bausch & Lomb has a worldwide excldgigase 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 $1.2 millienfiscal 2015, $1.3 million in fiscal 2014 and $ilion in fiscal 2013. Accounts
receivable from Bausch & Lomb totaled $371,000uaieJ30, 2015 and $302,000 at June 30, 2014.

Enigma Therapeutics

The Company entered into an exclusive, worldwidalty-bearing license agreement in December 20t2naled and restated in March
2013, with Enigma Therapeutics Limited (“Enigmad) the development of BrachySil, the Company’s Bio& product candidate for the
treatment of pancreatic and other types of caffdes.Company received an upfront fee of $100,000isedtitled to 8% sales-based royalties,
20% of sublicense

F-14



Table of Contents

consideration and milestone payments based on gatgreroduct sales. Enigma is obligated to paynania license maintenance fee of
$100,000 by the end of each calendar year, thedfirghich was received in January 2014. For eadbndar year commencing with 2014, the
Company is entitled to receive reimbursement of @atgnt maintenance costs, sales-based royaltiesudmlicensee sales-based royalties
earned, but only to the extent such amounts, imfjggegate, exceed the $100,000 annual licensdenairce fee. The Company has no
consequential performance obligations under thgailicense agreement, and, accordingly, any aradanthich the Company is entitled
under the agreement are recognized as revenue @ather of receipt or when collectability is reaably assured. Revenue related to the
Enigma agreement totaled $100,000 in fiscal 20182%00 in fiscal 2014 and $100,000 in fiscal 20413June 30, 2015, no deferred revenue
was recorded for this agreement.

Feasibility Study Agreements

The Company from time to time enters into fundetagents to evaluate the potential use of its @olgy systems for sustained release
of third party drug candidates in the treatmentarfous diseases. Consideration received is gdpeealognized 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 mized at the completion of the feasibility studyesment. Revenues under feasibility study
agreements totaled $144,000 in fiscal 2015, $1l8omiin fiscal 2014 and $245,000 in fiscal 2013.

4. Intangible Assets
The reconciliation of intangible assets for thergeanded June 30, 2015 and 2014 was as followhdirsands):

June 30,
2015 2014

Patented technologie:

Gross carrying amount at beginning of y $ 41,68¢ $ 38,94:
Foreign currency translation adjustme (1,979 2,74¢
Gross carrying amount at end of y: 39,71( 41,68¢
Accumulated amortization at beginning of y (38,929 (35,51)
Amortization expens (770 (77¢)
Foreign currency translation adjustme 1,90¢ (2,63%)
Accumulated amortization at end of y« (37,785 (38,924
Net book value at end of ye $ 1,92 $ 2,76¢

The net book value of the Company'’s intangible tssgeJune 30, 2015 and 2014 is summarized asvi®llim thousands):

Estimated
Remaining
Useful Life at

June 30, June 30, 201
2015 2014 (Years)

Patented technologie:
Durasert $1,32¢ $1,85: 2.t
BioSilicon 601 912 2.t

$1,92¢ $2,76¢
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The Company amortizes its intangible assets wititefilives on a straight-line basis over their exdjve estimated useful lives.
Amortization expense for intangible assets tot§ied0,000 in fiscal 2015, $778,000 in fiscal 2014 &@69,000 in fiscal 2013. The carrying
value of intangible assets at June 30, 2015 of §illlbn is expected to be amortized on a straigie-basis of approximately $770,000 per
year.

5. Marketable Securities

The amortized cost, unrealized loss and fair vafube Company’s available-for-sale marketable s@es at June 30, 2015 and 2014
were as follows (in thousands):

June 30, 201¢
Amortized Unrealizec
Fair
Cost Loss Value
Corporate bonds $ 9,41¢ $ (5 $9,41¢
June 30, 201«
Amortized Unrealizec
Fair
Cost Loss Value
Corporate bonds $ 2,44¢ $ 1) $2,44¢
Commercial pape 49¢ — 49¢
Total marketable securitit $ 2,94¢ $ (2) $2,94¢

During fiscal 2015, $10.2 million of marketable seties were purchased and $3.7 million maturedJukte 30, 2015, the marketable
securities had maturities ranging between 15 dagis8sb months, with a weighted average maturity.@fmonths.

6. Property and Equipment, Net
Property and equipment, net consisted of the fatligwin thousands):

June 30,
2015 2014
Property and equipment $ 1,927 $ 1,95¢
Leasehold improvemen 217 231
Gross property and equipme 2,14¢ 2,181
Accumulated depreciation and amortizat (1,806 (1,890

$ 33¢ $ 297

Depreciation expense was $112,000 for fiscal 28189,000 for fiscal 2014 and $225,000 for fiscal20

7. Fair Value Measurements

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

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

» Level 2nputs are directly or indirectly observable in tharketplace, such as quoted prices for similagtasy liabilities in activ
markets or quoted prices for identical assetsatnillties with insufficient volume or infrequenttrsactions (less active marke
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» Level 3—Inputs are unobservable estimates thasgpported by little or no market activity and regithe Company to develop its
own assumptions about how market participants wptitte the assets or liabilitie

The Company’s cash equivalents and marketable iesuare classified within Level 1 or Level 2 dxetbasis of valuations using quoted
market prices or alternative pricing sources andetsutilizing market observable inputs, respetyiv€ertain of the Company’s corporate
debt securities were valued based on quoted pliacdéBe specific securities in an active market ede therefore classified as Level 1. The
remaining marketable securities have been valugti®mbasis of valuations provided by third-participg services, as derived from such
services’ pricing models. Inputs to the models rimajude, but are not limited to, reported tradegoaitable 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 usatax approach, which considers information regay securities with similar
characteristics to determine the valuation foraugty, and have been classified as Level 2.

The following table summarizes the Company’s assatsed at fair value measured on a recurringsbasiune 30, 2015 and 2014 by
valuation hierarchy (in thousands):

June 30, 201°¢
Quoted prices ir Significant other Significant
Total Carrying observable input: unobservable input:
active markets
Description __Value _ (Levell) _(Level2) __ (Level3)
Assets:
Cash equivalent $ 15,83t $ 15,83t $ — $ —
Marketable securitie!
Corporate bond 9,41¢ 7,418 2,001 —
$ 25,24¢ $ 23,24¢ $ 2,001 $ —
June 30, 201«
Quoted prices ir Significant other Significant
Total Carrying observable input: unobservable inputt
active markets
Description __Value _ (Levell) _(Level2) __ (Level3)
Assets:
Cash equivalent $ 14,26( $ 14,26( $ — $ —
Marketable securitie:
Corporate bond 2,44 1,93¢ 50¢ —
Commercial pape 50C — 50C —
$ 17,20 $ 16,19¢ $ 1,00¢ $ —
8.  Accrued Expenses
Accrued expenses consisted of the following (iruznds):
June 30,
2015 2014
Personnel costs $ 73t $ 952
Professional fee 384 24¢
Clinical trial costs 1,42¢ 31€
Other 28 7

$2,571 $1,52¢
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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 8ifllbn. Placement agent fees and other shareisests totaled $191,000.

In December 2013, the Company entered into aneatrtarket (“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 $19illan. In connection with execution of the
ATM program, the Company incurred transaction co$t153,000. In addition, the Company pays thesafent a commission of up to 3.0%
of the gross proceeds from the sale of such shBreg fiscal 2015, the Company did not sell ahgures under this program. During fiscal
2014, the Company sold 381,562 common shares fg@roeeeds of $1.5 million, reflecting a weightedeage gross selling price of $3.98 per
share. At June 30, 2015, an aggregate registeredrgrf approximately $10.7 million of common staeknains available for sale under the
Company’s existing shelf registration statement.

In July 2013, the Company sold 3,494,550 shardéts abmmon stock in an underwritten public offeratga 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 $5.4 million. The share$warrants 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.

In connection with a January 2011 equity offerithgg Company issued warrants to purchase 552,508ssbiits common stock with an
exercise price of $5.00 per share and a five-yaan.t

Warrants to Purchase Common Shares

A total of 1,176,105 warrants were outstandinguaieJ30, 2015 and 2014 with a weighted average iseepeice of $3.67. At June 30,
2015, the remaining lives of these outstanding ardsrranged from 7 months to 2.1 years, repregeatimeighted-average term of 1.4 years.

10. Stock-Based Compensatiot
2008 Incentive Plan

The pSivida Corp. 2008 Incentive Plan (the “2008nP) provides for the issuance of stock options ati@r stock awards to directors,
employees and consultants. Awards may include siptikns, stock appreciation rights, restricted ancestricted stock, deferred stock,
performance awards, convertible securities and geafits. At June 30, 2015, a total of 6,341,25%eshaf common stock were authorized for
issuance under the 2008 Plan, of which 1,123,78leshvere 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 aizlbd 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, 2015.
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Options to purchase a total of 831,200 shares graneted during fiscal 2015 at exercise prices etjutie closing market price of the
Company’s common stock on the NASDAQ Global MaKRASDAQ") on the respective option grant dates. Of this tafaions to purchas
701,200 shares were issued to employees with eaaiviual vesting over 4 years, options to purcB8g200 shares were issued to non-
executive directors with 1-year cliff vesting artions to purchase 40,000 shares were issuedédwly mappointed non-executive director with
ratable annual vesting over 3 years. A total of, 532 options vested during fiscal 2015. All optidvave 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. 110 to estimate
the expected life of stock option grants. Managerbetieves 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

The key assumptions used to apply the option priciedel for options granted under the 2008 Plamduhe years ended June 30, 2(
2014 and 2013 were as follows:

2015 2014 2013
Option life (in years) 5.50- 6.25 5.50- 6.25 5.50- 6.25
Stock volatility 79%- 93% 94%- 96% 95%- 98%
Risk-free interest rat 1.70%- 2.00% 1.70%- 1.99% 0.81%- 0.98%
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 dater 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 reportiagqal.

The following table summarizes information abowicktoptions for the years ended June 30, 2015, 264013 (in thousands except
per share amounts):

2015 2014 2013
Weighted-average grant date fair value per share $3.3¢ $2.4¢ $1.2¢
Total cash received from exercise of stock opt 23t 987 —
Total intrinsic value of stock options exercis 257 841 —

At June 30, 2015, there was approximately $1.7ionilbf unrecognized stock-based compensation expefated to unvested stock
options, which is expected to be recognized asresg@ever a weighted average period of 1.9 years.
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The following table provides a reconciliation abait option activity under the 2008 Plan for fis2al 5:

Weighted
Weighted Average
Remaining
Average Contractual Aggregate
Number of Exercise Intrinsic
options Price Life Value
(in years) (in thousands’
Outstanding at July 1, 20: 3,791,00. $ 3.0¢
Grantec 831,20( 4.4¢
Exercisec (113,80 2.07
Forfeited (60,419 4.0C
Outstanding at June 30, 20 4,447 97! $ 3.3¢€ 6.28 $ 3,16f
Outstanding at June 30, 2(—vested or unvested and expected to 4,365,10 $ 3.3¢ 6.1¢ $ 3,141
Exercisable at June 30, 20 2,894,18. $ 3.0¢ 5.0¢ $ 2,760

Stock-Based Compensation Expense

The Company'’s statements of comprehensive incooss)(included total compensation expense from dbasled payment awards as
follows (in thousands):

Year Ended June 30

2015 2014 2013
Compensation expense included
Research and developme $ 67€ $ 51¢ $ 632
General and administratiy 1,28¢ 89t 68E

$1,961 $1,411] $1,317

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 yéannbd 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 $187,000 farefi2015, $189,000 for fiscal 2014 and $231,000igwal 2013 in connection with
these retirement plans.
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12. Income Taxes
The components of income tax expense (benefithsifellows (in thousands):

Year Ended June 30
2015 2014 2013

U.S. operations
Current income tax expen $26: $— $—
Deferred income tax bene — — _
263 — —

Non-U.S. operations
Current income tax bene (167) (130 (1179)
Deferred income tax bene — — —

(167 (130 (119
Income tax expense (bene $ 96 $(130) $(117)

The significant components of domestic income tepease for the fiscal year ended June 30, 201&dked a provision for current
income tax expense of $2.8 million, less a tax beakoperating loss carry forwards of $2.5 mitlioresulting in a net domestic income tax
expense of $263,000, which represented federahalige minimum tax based on taxable income fortéxeyear ended December 31, 2014.
During the fiscal years ended June 30, 2015, 20842813, the Company also recognized a currentiedax benefit of $167,000, $130,000
and $117,000, respectively, related to foreignaedeand development tax credits earned by its Bulisidiary.

The components of income (loss) before income taress follows (in thousands):

Year Ended June 30

2015 2014 2013
U.S. operations $ 8,12( $(11,717) $(10,107)
Non-U.S. operation (1,677) (1,779 (1,916
Income (loss) before income tay $ 6,44 $(13,48%) $(12,017)

The difference between Company’s expected incomexpense (benefit), as computed by applying theiiry U.S. federal tax rate of
34% to income (loss) before income taxes, and hiricame tax expense (benefit) is reconciled infail®wing table (in thousands):

Year Ended June 30

2015 2014 2013
Income tax expense (benefit) at statutory rate $ 2,191 $(4,58%) $(4,08¢€)
State income taxes, net of federal ber 43¢ (699 (569
Non-U.S. income tax rate differenti 137 157 14t
Research and development tax cre (319 (169 (139
Capital loss expiratio 511 — —
Permanent item 23€ 221 201
Changes in valuation allowan (3,572) 4,61¢ 2,93¢
Expiration of state net operating loss carryforve — 161 70¢€
Other, ne 471 15¢ 681
Income tax expense (bene $ 96 $ (130 $ (119)
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The significant components of the prior period rateonciliations have been reclassified to conftorthe current presentation.
Specifically, $221,000 and $201,000 for the yeaded June 30, 2014 and 2013, respectively, have fleetassified from Other, net to
Permanent items.

The significant components of deferred income taesas follows (in thousands):

June 30,
2015 2014

Deferred tax asset

Net operating loss carryforwar $25,73¢ $30,12:

Deferred revenu 2,19 2,19

Stoclk-based compensatic 3,431 3,07¢

Tax credits 1,24¢ 564

Provision for loss on note receival — 511

Other 11C 88
Total deferred tax asse 32,717 36,55¢
Deferred tax liabilities

Intangible assel 64( 91(
Deferred tax assets, r 32,077 35,64¢
Valuation allowanct 32,07 35,64¢
Total deferred tax liabilit $ — $ —

The significant components of the prior period grdseferred tax assets have been reclassified foroomo the current presentation.
Specifically, $564,000 as of June 30, 2014 has begassified from Other to Tax credits.

The valuation allowance generally reflects limita on the Company’s ability to use the tax attébuand reduce the value of such
attributes to the more-likely-than-not realizabtecaint. Management assessed the available positdyeegative evidence to estimate if
sufficient taxable income will be generated to tiseexisting net deferred tax assets. Based orightireg of the objectively verifiable negati
evidence in the form of cumulative operating lossesr the three year period ended June 30, 2015agesnent believes that it is not more-
likely-than-not that the deferred tax assets wéllrbalized and, accordingly, a full valuation al&owe has been established. The valuation
allowance decreased $3.6 million during the fisegr ended June 30, 2015, which is attributedéatnsumption of $2.5 million in tax
benefits from domestic net operating loss carrwéods and a decrease of $1.1 million attributecetmeasurement of the remaining net
deferred tax assets which continue to bear a aillation allowance. The valuation allowance inceea®4.6 million and $2.9 million during t
fiscal years ended June 30, 2014 and 2013, resphgtivith such increases being attributed to #smeasurement of the net deferred tax as
at the respective year-end dates.

The Company has tax net operating loss and taxtaaay forwards in its individual tax jurisdictis. At June 30, 2015, the Company
had U.S. federal net operating loss carry forwafdspproximately $55.1 million, which expire at kars dates between calendar years 2023
and 2035. The utilization of certain of these lasd tax credit carry forwards may be limited byt®ers 382 and 383 of the Internal Revenue
Code as a result of historical or future changahénCompany’s ownership. At June 30, 2015, the o1 had state net operating loss carry
forwards of approximately $14.2 million, which esbetween 2033 and 2035, as well as U.S. fededastate research and development tax
credit carry forwards of approximately $742,000jahhexpire at various dates between calendar 2§ and 2035. In addition, at June 30,
2015 the Company had net operating loss carry fiatsvilm the U.K. of £19.8 million (approximately $2Imillion), which are not subject to
any expiration dates.
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The Company’s U.S. federal income tax returns &ermdar years 2003 through 2014 remain subjectamaation by the Internal
Revenue Service. The Company’s U.K. tax returndisoal years 2006 through 2014 remain subjeck&nenation. The Australian tax returns
for the Company’s predecessor for fiscal years 286zugh 2008 remain subject to examination.

Through June 30, 2015, the Company had no unrezedax benefits in its consolidated statementoofprehensive income (loss) and
no unrecognized tax benefits in its consolidatddrixze sheets as of June 30, 2015 or 2014.

As of June 30, 2015 and 2014, the Company had croied penalties or interest related to uncertairpsitions.

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, 2015, the Company'’s total future mimmease payments under non-cancellable operatasg$ewere as follows (in
thousands):

Fiscal Year:

2016 $ 48z
2017 482
2018 437
2019 35¢
2020 —

Rent expense related to the Company'’s real estatether operating leases charged to operationap@®ximately $494,000 for fiscal
2015, $485,000 for fiscal 2014 and $454,000 fardig013.

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

2015 2014 2013 2015 2014
u.s. $26,46¢ $3,24¢ $1,87:¢ $ 27¢ $ 24¢
U.K. 10C 22° 27C 65 48
Consolidatec $26,56¢ $3,47: $2,14: $ 33¢ $ 297

15. Quarterly Financial Data (unaudited)
The following table summarizes the quarterly resaftoperations for the years ended June 30, 20d2@14 (in thousands except per

share amounts):

Fiscal Year 201E

First Quarter Second Quarte Third Quarter Fourth Quarter
Ended Year Ended
September 3C Ended Ended Ended
December 31, March 31, June 30, June 30,
2014 2014 2015 2015 2015
1)
Total revenue: $ 25,30 $ 521 $ 32¢ $ 40¢ $ 26,56
Operating income (los! 20,78¢ (4,11¢ (5,057) (5,200 6,421
Net income (loss 20,56¢ (4,079 (4,999 (5,14¢) 6,341
Net income (loss) per shal
Basic $  0.7¢C $ (0.14 $ (019 $ (0.1 $ 0.2C
Diluted $ 0.67 $ (0.19 $ (0.1 $ (0.17) $ 0.21
Weighted average common shal
Basic 29,32 29,36, 29,41 29,41: 29,37¢
Diluted 30,76¢ 29,36 29,41 29,41: 30,58
Fiscal Year 2014
First Quarter Second Quarte Third Quarter Fourth Quarter
Ended Year Endec
September 3C Ended Ended Ended
December 31, March 31, June 30, June 30,
2013 2013 2014 2014 _ 2014
(2
Total revenue: $ 597 $ 592 $ 1,992 $ 292 $ 3,47:
Operating los! (3,719 (3,54 (2,219 (4,012 (13,490
Net loss (3,68)) (3,519 (2,18)) (3,967 (13,359
Net loss per sha—basic and dilute: $ (0.19 $ (0.13 $ (0.0§) $ (0.19 $ (049
Weighted average common shares—be
and dilutec 25,91¢ 26,95 27,67 29,25¢ 27,444

(1) Results for the first quarter of fiscal 2015lirded $25.0 million of revenue as a result of fREA approval of ILUVIEN under the
Compan’s collaboration agreement with Alimera (see Note

(2) 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 ofasieility study agreement (see Note
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EXHIBIT 10.1
PSIVIDA C orp.
October 31, 20C

Dr. Paul Ashton
76 Page Road
Newton, MA 0246(

Dear Dr. Ashton:

On behalf of the Board of Directors of pSivida CogpDelaware corporation (th€ompany” ), | am pleased to offer you, Paul Ashton
(referred to herein dyou” or “Executive” ) the following employment agreement pursuant is ligtter (the'Agreement” ):

1. Employment: The Company agrees to employ you, and you agrsert@ in the Company’s employ, on and subjectéde¢hms and
conditions hereinafter set forth.

2. Duties and ResponsibilitiesiYou will hold the title of and will serve as (i) Maging Director an executive officer position with
ultimate executive authority in the management tegporting directly to the Board of Directors oét@ompany, You agree to work fiitne a
your positions with the Company and to devote yantire working time, skill, attention and best effato the discharge of your duties ¢
responsibilities and to promoting the best intere$the Company. Participation in charitable arafgssional organizations is allowed so long
as such activities do not interfere with your deitd responsibilities or compete with the busia@skactivities of the Company, as further se
forth in that certain Non-Competition AgreementtedbOctober 3, 2005, between you and the CompaeryNbn-Competition
Agreement” ).

3. Term: The term of your employment will be from the dagzdof until such time as your employment is tern@dady mutual consent
of the parties or in accordance with, and subjethé obligations set forth in, Section 8.

4. Compensation:You shall receive compensation commensurate wihrdceived by the other Executive Directors of@oenpany,
including without limitation the following initialerms:

(a) Base Salary Your base salary as of the date hereof will bee@lHundred Thousand Dollars ($300,000) per yba''Base
Salary” ), payable in accordance with the policies and @doces of the Company or the Subsidiary, as the may be, as in effect from time
to time. The Company will review your Base Salanyam annual basis and may elect to increase (twteuoease) it pursuant to such review.

(b) Bonus:In addition to your base salary, you will be eligilo receive an annual cash bonus in an amoug ttetermined by the
Compan’s Board of Directors (th“Bonus” ).



(c) Stock OptionsYou will be eligible to participate in the CompasyEmployee Share Option Plan in accordance withetimes
and guidelines thereof. The issuance of optionssalades thereunder shall be subject to the appod¥haé Board of Directors or shareholders
of the Company. Notwithstanding the foregoing, @wmpany agrees that you will receive grants oflstqtions commensurate with those
received by other Executive Directors of the Conypam addition, as soon as practicable after trecetion of this Agreement, you will be
granted stock options to purchase 500,000 of thmgamy’s ordinary shares at an exercise price &f Bugstralian dollars per share. Except as
provided in Section 8(c), these options shall wesiccordance with the vesting schedule descrileéalAh subject to the Company achieving
certain milestones that the parties shall determjnmutual agreement, and once vested shall beisabte (unless earlier terminated) until
December 31, 2010.

Number of Ordinary Share Vesting Schedul
250,000 December 31, 20C
250,000 December 31, 20C

The initial terms set forth above shall be subfeaeview and adjustment on an annual basis toreribat your overall compensation packa
commensurate with the compensation package, inguaise salary, bonus and stock options grantthef Executive Directors of the
Company.

5. Expenses:You shall be reimbursed for reasonable businesgelexpenses in accordance with applicable pslame procedures of
the Company or the Subsidiary, as the case magshie, effect from time to time.

6. Vacation, Fringe Benefits and Indemnification:You will be entitled to four (4) weeks’ paid vaaatiper calendar year and fringe
benefits in accordance with the policies of thessdilry, which benefits shall include (i) particijam in any employee pension benefit plan
within the meaning of Section 3(2) of the EmployRatirement Income Security Act of 1974, as amer{d&iRISA”) , including the 401(k)
savings plan adopted or maintained by the Subgidmade generally available to executives of thiesiliary and (ii) participation in any
health insurance, disability insurance, groupilifeurance or any other employee welfare benefit plithin the meaning of Section 3(1) of
ERISA made generally available to executives of3bbsidiary. The Company and the Subsidiary widMde you with indemnification to the
fullest extent permitted under the applicable Giedie of Incorporation, By-Laws, Constitution dher governing documents of the Company
or the Subsidiary, as the case may be.

7. Taxes:All payments made to you pursuant to this Agreenoemtherwise in connection with your employmerdlshe subject to the
usual withholding practices of the Company or thestdiary, as the case may be, and will be madernpliance with existing federal and
state requirements regarding the withholding oésax

8. Termination and Severance BenefitsEither you or the Company may at any time termiyate employment with the Company and
the Subsidiary after giving two weeksbtice to the other party, provided that the partisscharge their respective obligations as séh farthis
Section 8 and elsewhere in this Agreement.



(a) Termination Upon Death or Disabilityf you cease to be an employee of the Companylen&ubsidiary as a result of death or
Disability, the Company will have no further obltgen or liability to you hereunder other than fgrBase Salary earned and unpaid at the dat
of termination, (ii) Bonus earned.é€. all targets or other requirements necessary tavedtkee Bonus have been met) but unpaid at theafate
termination, if any, and (iii) compensation for aged vacation, if any (th&\ccrued Obligations” ). However, nothing in this Agreement shall
adversely affect your rights or those of your fanait beneficiaries under any applicable plans,giedi or arrangements of the Company or the
Subsidiary.

(b) Termination by the Company for Cause or by You Wiitksood Causdf the Company terminates your employment for Cause
(as defined in Section 8(d)) or if you terminateiyemployment other than for Good Cause (as defim&skction 8(d)), the Company and the
Subsidiary shall have no further obligation or liigéypto you hereunder other than for payment &f kccrued Obligations.

(c) Termination by the Company Without Cause or byfgoGood Causetf the Company terminates your employment othentha
for Cause, or you terminate your employment for &Gause, then, in addition to payment of the Aagr@éligations, you shall receive the
following:

(i) The Company will pay you, within thirty (30) gafollowing the later of (a) the termination of pimyment, or (b) the da
you deliver to the Company a release of claimsooedance with Section 8(e), a lu-sum cash amount equal to the sum of (x) an amount
equal to one year’s then-current Base Salary plua pro rata portion (based on the number of week&ed in the year of termination) of the
Maximum Bonus (as defined in Section 8(d)) that ldatherwise be payable to you in the year thatéheination occurs, if any (the
“Severance Payment”). The parties acknowledge and agree that the oldig&ti pay the Severance Payment is solely thateo€Company ar
that none of the directors or officers of the Compar the Subsidiary shall have any personal lighivith respect thereto. You understand tha
payments to be made to you pursuant to Sectiono3fbe Non-Competition Agreement shall be offgiast (and consequently reduced by)
any payments made to you hereunder, on a dolladdbar basis.

(i) The Company will continue, for a period of tiwe (12) months after termination, to provide yoitimwmedical benefits
under (as the case may be) the Company’s or thei@aty’s group medical plan, life insurance arramgnts and disability arrangements
equivalent to those provided to executive-level lyges. To the extent that the Company is unabjgdueide such benefits to you under its
existing plans and arrangements, the Company @asllypu cash amounts equal to the cost the Compatine Subsidiary would have incurred
to provide those benefits.

(i) Notwithstanding the terms of any awards afct options or restricted stock, all options toghase Company stock held
by you will automatically and immediately vest dmecome exercisable upon such termination and reexarcisable for a
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period of six (6) months thereafter (except thaetive stock options shall be exercisable for ahtge (3) months thereafter), and all restri
stock held by you pursuant to the restricted sfilaks or arrangements of the Company shall autoaitiand immediately vest and no longer
be subject to forfeiture.

(iv) Notwithstanding any other provision of this lg@ment, should any benefit payment that is desdriib this subsection
(c) be subject to Section 409A of the Internal RexeCode of 1986 as amended, the Company is aztialaid make payments in a manner the
complies with the requirements of Section 409A. Ideer, in the event that one or more provisionseafti®n 409A is violated, the Company
shall not be responsible for the payment of anylitdility, penalties or interest that are imposgubn you as a result of said violation, nor shal
the Company be under any obligation to make youlevbpotherwise compensate you for such additibahility.

(d) Definitions: The following terms shall have the meanings sehfbelow:

“Cause” shall mean, in respect of the termination of yaupkyment by the Company, (a) willful malfeasargmss
misconduct or gross negligence in your performarfdbe duties of your position that has a matexiblerse effect on the Company or the
Subsidiary, (b) the material breach by you of tigeement or of Sections 3(a), 4, 5 or 6 of the {ampetition Agreement, (c) fraud or
dishonesty by you with respect to the Company Sthiesidiary or your employment, (d) your convictimfrany crime that involves deception,
fraud or moral turpitude or any felony (including,each case, entry of a guilty or nolo contengi#ea and excluding traffic violations or
similar minor offenses), or (e) your repeated algmnged absence from work other than for illnedsability or authorized vacation. The
Company may treat a termination of your employnantermination for Cause only after (i) giving ywritten notice of the intention to
terminate for Cause, including a description of¢baduct that the Company believes constitutedases for a Cause termination, and of your
right to a hearing by the Company’s Board of Dioest (ii) in the event of a termination under ckaga), (b) or (e) above, providing you with a
30-day period in which to cure the conduct givirsgito the Company’s notice of a Cause terminatiotess, with respect to clause (a) and
(b) above, (1) in the Company’s reasonable judgmamitective action inconsistent with such curdqekefe.g., immediate termination) is
necessary to avoid harm to the Company of the 8iasgior (II) the Company reasonably determines ybar conduct is egregious, in which
event, the Company may shorten the cure periodrorihate your employment immediately (subject ®smbquirements set forth in clauses
(i) and (iv) below), (iii) at least 30 days aftgiving the notice, conducting a hearing by the i8aat which you may be represented by counse
and (iv) giving you written notice of the resultstibe hearing and the factual basis for the Boadd®rmination of Cause, which shall require ¢
vote of a majority of the members of the Board theaoffice other than yourself. Except in connegtimith your opportunity, if any, to cure the
conduct giving rise to the Company’s notice of teration for Cause as set forth in clause (ii) abavathing in the foregoing sentence shall
prevent the Company from terminating your employhpamding any determination of Cause as set farthe foregoing sentence, any such
determination shall be retroactive to the dateeohtnation, and the Company shall not be obligigezbmpensate you hereunder for the perio
from such termination until such time, if any, ke Company’s Board of Directors determines thah sammination was not for Cause.
Notwithstanding the foregoing, Cause shall notudel an act or failure to act based on auths
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given pursuant to a resolution duly adopted byGbewpany’s Board of Directors or based on the adefdbe Company’s General Counsel or
willful failure due to incapacity resulting from gability or any actual or anticipated failure affeu provide written notice of a termination for
Good Cause.

“Disability” shall mean physical or mental incapacity of a reatulhich prevents you, in the professional judgnoéryour
physician or, at the Company’s election, a boamtife physician mutually agreed upon by the Compand you, from performing the
essential functions of your position with the Compar the Subsidiary with or without a reasonalaiecanmodation for a period of ninety
(90) consecutive days or one hundred eighty (189% dluring any consecutive 12-month period.

“Good Cause”shall mean, in respect of the termination of yaupmyment by you, (i) failure by the Company to ntain
you in the position of Managing Director (ii) a ragal diminution of your duties and responsibilti@ such position or a material diminuti
of your authority with respect to such positiondascribed in Section 2 hereof, excluding for thispose an isolated, insubstantial and
inadvertent action not taken in bad faith and whséctemedied by the Company promptly after recefptritten notice thereof given by you,
(iii) a breach by the Company of any material texfithis Agreement or the Non-Competition Agreementiv) relocation of your principal
place of work to a location more than thirty (30)es from your address as set forth in Section dl@w without your prior consent. You may
treat a resignation from employment as terminafiiwrGood Cause only after (a) giving the Companigtem notice of the intention to
terminate for Good Cause, (b) providing the Compainigast 30 days after receipt of such noticeute the conduct or action giving rise to
Good Cause, unless, with respect to clause (iYi@ngou reasonably determine that the Compangisduct is egregious and has resulted in
significant, irreparable harm to you, in which eygrou may shorten the cure period or terminate yooployment immediately, and (c) if
applicable, the Company has failed to cure theadair conduct giving rise to Good Cause during3delay cure period. Notwithstanding
anything herein to the contrary, a change in yitler from Managing Director to Chief Executive Qféir shall not constitute Good Cause.

“Maximum Bonus” shall mean your bonus for the year in which teritidmaoccurs, calculated on the assumption that all
targets and formulas for determining such bonug lieeen met. If no such targets or formulas hava bet@blished, then the Maximum Bonus
shall be the total bonus you were eligible to reeeiuring the preceding fiscal year, calculatedh@nassumption that all targets and formulas
for determining such bonus have been met. The MaxirBonus (A) payable upon termination shall be ceduby any bonus payments rela
to services performed in the year in which termarabccurs that (1) have already been paid to ywoof ¢he date of termination, (2) are paye
to you as an Accrued Obligation hereunder, or @ild have been earned during the year in whichitertion occurs but that were not so
earned because of the failure to achieve targdsrmulas which are no longer able to be achieaed, (B) shall not include any bonus paid or
payable in the year in which termination occurgh®extent such payment represents payment foicesrkendered in a prior year. By way of
illustration and not limitation, if you are paicbanus on February 18, 2008 relating to your peréroe during all or part of the 2007 calendar
year and you are later terminated without CausAuwgust 31, 2008, the Maximum Bonus payment due 1
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termination will not be reduced by the bonus payieceived on February 15, 2008, nor shall the arhotithe February 15, 2008 bonus be
included as part of the Maximum Bonus, because pagment relates to service rendered in the yearepiing the year in which termination
occurs. If you are paid a bonus on July 15, 20G8ing to your performance during the first anddecond quarter of the 2008 calendar yea
are later terminated without Cause on August 3082¢he Maximum Bonus payment due upon terminatitirbe reduced by the bonus
payment received on July 15, 2008 because suchqrgyrelates to services rendered in the year ichvt@rmination occurs, and if you do not
receive a bonus for the first and/or second quaftére 2008 calendar year because quarterly pedoce objectives had not been achievec
amount of such bonus that could have been earradidnsit be included in determining the Maximum Bsnu

(e) Release Notwithstanding anything to the contrary contaiie this Agreement, in order for you to be eligilibr any severance
benefits under this Section 8, you must executedatider to the Company (and not revoke within se{f® days of executing) the release of
claims in the attached as Exhibith&reto.

9. Non-Disparagement:You will not at any time during or after the terfyour employment hereunder make any statemeniyo a
person, including, without limitation, employeeastomers, suppliers or competitors of the Comparthe Subsidiary, that is derogatory or
negative about the Company or the Subsidiary ar thepective affiliates or any statement regardivgfuture plans of the Company. This
Section 9 will not apply to any statements madgday (i) in support of any claim or defense asseggtou in any mediation, arbitration or
litigation process or proceeding between you aeddbmpany or the Subsidiary and (ii) made only iithe specific forum (i.e. arbitral
tribunal, courtroom) in which such mediation, amdion or litigation is taking place.

10. Notices: Any notices required or permitted to be sent uttdisrAgreement shall be effective when deliveredhagd or mailed by
registered or certified mail, return receipt reqadsand addressed as follows:
If to the Company:

pSivida Corp.
400 Pleasant Street

Watertown, MA 02472
Attn: General Counsel, pSivida Corp.

With a copy to:
Ropes & Gray One International Place Boston, MATIR2624Attn: Mary Weber

If to Executive:

Paul Ashton
76 Page Road

Newton, MA 12460
Either party may change its address for receivisticas by giving notice to the other party.
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11.Waiver: The failure of either party to enforce any of thieyisions of this Agreement shall not be deemedhivar thereof. No
provision of this Agreement shall be deemed to Heeen waived or modified unless such waiver or fication shall be in writing and signed
by both parties hereto.

12. Arbitration: All controversies and disputes between or amongoéitiye parties hereto arising out of or in conitectvith the
interpretation, performance or enforcement of gseement, whether based on federal, state orgodew and whether grounded in common
law or statutory law, shall be settled exclusivi@yarbitration conducted as provided herein, ah@mtise in accordance with the National
Employment Rules of the American Arbitration Assaigin.

(a) Procedure: The arbitration shall be administered by the Aigger Arbitration Association, as follows:

(i) the arbitration shall be conducted in Bostoradglachusetts by a panel of three (3) arbitratoirg]y selected by the
parties, except that if the parties are unableggtee@on all three arbitrators within fifteen (1%)yd after demand for arbitration has been made
(or such later time as the parties may agree)aithigration shall be conducted by three (3) arbbsas are selected in accordance with the
applicable rules of the American Arbitration Assdmn;

(ii) final decision shall be by a majority of thebdrators, which arbitrators shall prepare andvdela written reasoned
award. Judgment upon the award rendered by theatdss may be entered in any court having jurisalicthereof; and

(iii) all costs and fees relating to the arbitratghall be borne by the losing party, except thiita arbitrators determine that
any party has prevailed in part and lost in pae,dosts and fees relating to the arbitration di@hllocated between the parties as equitably
determined by the arbitrators.

(b) Refusal to Arbitrate The failure or refusal of any party to submitrbitration shall be deemed a breach of this Agesenif a
party seeks and secures judicial intervention raggienforcement of this Section 12, such partyl dfeaentitled to recover from the other party
in such judicial proceeding all costs and expenseljding reasonable attorneys’ fees, that it th@seby required to incur.

(c) Sole ProcedureThe procedures specified in this Section 12 shathie sole and exclusive procedures for the rasalof
disputes between the parties arising out of otirgdo this Agreement; provided, however, thabay without prejudice to the above
procedures, may seek a preliminary injunction beoequitable relief if in its judgment such
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action is necessary to avoid irreparable damage preserve the status quo. Despite such actiopattees will continue to participate in good
faith in the procedures specified in this Sectién 1

13.No Duty to Mitigate; No Offset: Benefits payable under this Agreement as a regtérmination of your employment will be
considered severance pay in consideration of yast gervice and your continued service or obligatiopom and after the date of execution of
this Agreement, and your entitlement thereto wéiitiher be governed by any duty to mitigate your dges by seeking further employment or
offset by any compensation you may receive froneoémployment following the date of your terminatimf employment. Notwithstanding 1
foregoing, you agree that the Company may ceagaysient for, or provision of, one or more of tlo@tinued benefits under Section 8(c)(ii)
during the twelve month period following the dafeyour termination from employment to the exterdttiiou obtain comparable benefit
coverage with another employer. This provision ldbalapplied in amd seriatimbasis so that the Company may only cease payméhosé
comparable benefits that you obtain with anothepleger. You agree to notify the Company as sooprasticable in the event that you obtain
comparable coverage or benefits during the peraddchabove and you acknowledge that the Compaiyigadion to continue payment for, or
provision of, benefits shall cease from and afterdate you obtain comparable coverage.

14. SuccessorsThis agreement shall inure to and be binding upenGompany’s successors and assigns. The Compalhyesjuire any
successor to all or substantially all of the buséner assets of the Company by sale, merger ootidaton (where the Company is not the
surviving corporation), lease or otherwise, to esgly assume this Agreement. This Agreement istherwise assignable by the Company or
you.

15. Rights of Survivors: If you die after becoming entitled to benefits unthés Agreement following termination of employntdrut
before all such benefits have been provided, (ajrgdaid cash amounts will be paid to your desigdddeneficiary or, if no such beneficiary
been designated, to your estate, (b) all applicaisierance coverage will be provided to your fanaisythough you had continued to live, to the
extent permitted under the plans, and (c) any stptions that become exercisable under Sectiorll®&iexercisable by the beneficiary or, if
none, the estate.

16. Entire Agreement; Termination: This Agreement together with the Non-Competitiorrégment shall constitute the entire
agreement of the parties pertaining to this subjeatter and shall supersede all prior agreemespisesentations and understandings of the
parties with respect to such subject matter. Arty@hemployment, severance, compensation, or @herements and arrangements between
the Executive and the Company or the Subsidiargthdr dating from before or after the Company’suéition of the Subsidiary (including,
without limitation, the Severance Agreement, dd&ebruary 20, 2004, between the executive and thei&ary, as amended, and the Amer
and Restated Change of Control Agreement, datedigtuy, 2004, between the Executive and the Surg)dire hereby terminated and of no
further force and effect, and no parties shall rewe further rights, obligations or liabilities teender;_provided however, that the Retention
Agreement, dated September 29, 2005, between theulixe, the Subsidiary and the Company shall renmeiull force and effect. The parties
hereto acknowledge and agree that this Agreeméntisa the Company’s obligations under Sectior) Bftthe Non-Competition Agreement.
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17.Partial Invalidity. If any provision in this Agreement is held by a daaf competent jurisdiction to be invalid, void mnenforceable,
the remaining s nevertheless shall continue inffutte and effect without being impaired or invalield in any manner.

18. Counterparts: This Agreement may be executed in several countstach of which shall be deemed to be an ofigpngall of
which together shall constitute one and the sasteuiment.

19.Governing Law. This Agreement shall be governed by and constmiedéordance with the laws of the Commonwealth of
Massachusetts. The parties agree that any actienfeoce the terms of this Agreement shall be conuae in, and subject to the exclusive
jurisdiction of, Suffolk County, Boston, Massachitise

[Signature Page to Immediately Follow]
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IN WITNESS WHEREOF , the parties hereto have duly executed this Agesetitihe day and year first above written.

EXECUTIVE

By: /s/ Paul Ashtol

Name: Paul Ashto

10

PSIVIDA, Corp.

By: /s/ David Mazzc

Name: David J. Mazzo, Ph.
Title: Chairman of the Board of Directc



EXHIBIT A
RELEASE OF CLAIMS

FOR AND IN CONSIDERATION OF the benefits to be pided me in connection with the termination of mypdoyment, as set forth
the Employment Agreement between myself and pSi€iodig. (theé‘Company” ) dated as of , 2005 (the¢'Agreement” ), which
benefits are subject to my signing of this Relezs€laims and to which | am not otherwise entitladd for other good and valuable
consideration, the receipt and sufficiency of whichereby acknowledged, I, on my own behalf anthemalf of my heirs, executors,
administrators, beneficiaries, representativesamsins, and all others connected with me, herelbpse and forever discharge the Company.
the Subsidiary (as defined in the Agreement), titeiosubsidiaries and other affiliates and allhefit respective past, present and future offic
directors, trustees, shareholders, employees, siggarieral and limited partners, members, manajgpansyenturers, representatives, succe
and assigns, and all others connected with anlyesht both individually and in their official captes, from any and all causes of action, right:
and claims of any type or description, known ornmkn, which | have had in the past, now have, @htnhow have, through the date of my
signing of this Release of Claims, in any way riisglfrom, arising out of or connected with my emphent by the Company or the Subsid
or any of its other subsidiaries or other affilate the termination of that employment or pursuarany federal, state or local law, regulatio
other requirement (including without limitation [EtVIl of the Civil Rights Act of 1964, the Age Qismination in Employment Act, the
Americans with Disabilities Act, and the fair emyheent practices laws of the state or states in wvhitave been employed by the Compan
any of the subsidiaries or other affiliates, easlamended from time to time).

Excluded from the scope of this Release of Clasr(§) iany claim arising under the terms of the Agnent and (ii) any right of
indemnification or contribution that | have purstimthe Certificate of Incorporation, Constitutjidy-Laws or other governing documents of
the Company or the Subsidiary.

In signing this Release of Claims, | acknowledgeungierstanding that | may not sign it prior to themination of my employment, but
that | may consider the terms of this Release afrd for up to twenty-one (21) days (or such lon@miod as the Company may specify) from
the later of the date my employment with the Comypganminates or the date | receive this Releag@laifns. | also acknowledge that | am
advised by the Company and its affiliates to séekatdvice of an attorney prior to signing this Rekof Claims; that | have had sufficient time
to consider this Release of Claims and to consitift &n attorney, if | wished to do so, or to consuith any other person of my choosing be
signing; and that | am signing this Release of @&avoluntarily and with a full understanding of tiésms.

| further acknowledge that, in signing this Releat€laims, | have not relied on any promises presentations, express or implied, that
are not set forth expressly in the Agreement. lewsiind that | may revoke this Release of Clainagttime within seven (7) days of the date
of my signing by written notice to the General Cselrof the Company and that this Release of Claiitisake effect only upon the expiration
of such seven-day revocation period and only #véinot timely revoked it.
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Intending to be legally bound, | have signed thedelase of Claims under seal as of the date wribéow.

Signature

Name (please print

Date Signed

-12-



Exhibit 10.6

pSivida Corp.
2008 INCENTIVE PLAN
(as amended in 2009)

1. DEFINED TERMS

Exhibit A, which is incorporated by reference, des the terms used in the Plan and sets forthicenparational rules related to those
terms.

2. PURPOSE

The Plan has been established to advance thedtgerethe Company by providing for the grant totiegants of Stock-based and other
incentive Awards.

3. ADMINISTRATION

The Administrator has discretionary authority, gabjonly to the express provisions of the Plamterpret the Plan; determine eligibility
for and grant Awards; determine, modify or waive thrms and conditions of any Award; prescribe fgrmales and procedures; and otherwise
do all things necessary to carry out the purposéseoPlan. In the case of any Award intended teliggble for the performance-based
compensation exception under Section 162(m), thmiAdtrator will exercise its discretion consisterith qualifying the Award for that
exception. Determinations of the Administrator madeder the Plan will be conclusive and will bintrties.

4. LIMITS ON AWARDS UNDER THE PLAN

(a) Number of Shares The maximum number of shares of Stock that magdiigered in satisfaction of Awards under the Fball be:
(i) 2,750,000, plus (ii) as of the first day of baaf fiscal 2011 through fiscal 2018, inclusive,additional number of shares equal to the lea
(x) 750,000 shares of Stock, (y) 4% of the numbehen outstanding shares of Stock, and (z) sustelenumber as determined by the
Administrator. Up to the maximum number of shareStock available to be delivered under the Play bedelivered upon the exercise or
other satisfaction of ISOs. The number of shareSto€k delivered in satisfaction of Awards shaill, purposes of the preceding sentences, be
determined net of shares of Stock withheld by tbenffany in payment of the exercise price of the Alx@rin satisfaction of tax withholding
requirements with respect to the Award. The lira#sforth in this Section 4(a) shall be construiedamply with Section 422. To the extent
consistent with the requirements of Section 422\aitldl other applicable legal requirements (inclgdapplicable stock exchange
requirements), Stock issued under awards of anir@etjor reorganized company that are convertedaceg, or adjusted in connection with
acquisition or reorganization shall not reducenthmber of shares available for Awards under the.Pla

(b) Type of Shares Stock delivered by the Company under the Plan besguthorized but unissued Stock or previouslyedsStock
acquired by the Company. No fractional shares o€iswill be delivered under the Plan.

(c) Section 162(m) Limits. The maximum number of shares of Stock subjeéitards granted to any person in any calendar ydabe
1,062,500 shares. The maximum amount payable tparspn in any calendar year under Cash Awardsei$1,000,000. The foregoing
provisions will be construed in a manner consistétit Section 162(m).

5. ELIGIBILITY AND PARTICIPATION

The Administrator will select Participants from amgathose key Employees and directors of, and ctargsland advisors to, the
Company or its Affiliates who, in the opinion oftidministrator, are in a position to make a sigaifit contribution to the success of the
Company and its Affiliategrovided, that, subject to such express exceptions, if agyhe Administrator may establish, eligibilityatitbe
further limited to those persons as to whom theafiseForm S-8 registration statement is permissiligibility for ISOs is limited to
employees of the Company or of a “parent corpondtis “subsidiary corporationdf the Company as those terms are defined in Sedfid of
the Code



6. RULES APPLICABLE TO AWARDS
(a) All Awards

(1) Award Provisions. The Administrator will determine the terms of Allvards, subject to the limitations provided her&y
accepting (or, under such rules as the Administrai@y prescribe, being deemed to have acceptedijvand, the Participant agrees to the te
of the Award and the Plan. Notwithstanding any siown of this Plan to the contrary, awards of aguaed or reorganized company that are
converted, replaced or adjusted in connection thighacquisition or reorganization may contain teamd conditions that are inconsistent with
the terms and conditions specified herein, as aeted by the Administrator.

(2) Term of Plan. No Awards may be made after March 30, 2018, benipusly granted Awards may continue beyond tlad¢ éh
accordance with their terms.

(3) Transferability . Neither ISOs nor, except as the Administratoeothise expressly provides in accordance with ticerse
sentence of this Section 6(a)(3), other Awards beyransferred other than by will or by the lawsle$cent and distribution, and during a
Participant’s lifetime ISOs (and, except as the Adstrator otherwise expressly provides in accocganith the second sentence of this
Section 6(a)(3), other Awards requiring exercisayrbe exercised only by the Participant. The Adstiator may permit Awards other than
ISOs to be transferred by gift, subject to suchtétions as the Administrator may impose.

(4) Vesting, Etc.The Administrator may determine the time or timewlich an Award will vest or become exercisabld dre
terms on which an Award requiring exercise will Bmexercisable. Without limiting the foregoingetAdministrator may at any time
accelerate the vesting or exercisability of an Aaegardless of any adverse or potentially advierseonsequences resulting from such
acceleration. Unless the Administrator expresstyvigles otherwise, however, the following rules aitiply:

(A) immediately upon the cessation of the PartiotfsaEmployment, each Award requiring exercise thahen held by the
Participant or by the Participant’s permitted tfenses, if any, will, except as otherwise provide@B) or (C) below, cease to be
exercisable and will terminate, and all other Avgatttat are then held by the Participant or by ti¢tpant’s permitted transferees, if
any, to the extent not already vested will be fibefi

(B) subject to (C) and (D) below, all Stock Optiarsd SARs held by the Participant or the Partidiggrermitted transferees, if
any, immediately prior to the cessation of the iBigidnt's Employment, to the extent then exercisablill remain exercisable for the
lesser of (i) a period of three months or (ii) gexiod ending on the latest date on which suchk3Bytion or SAR could have been
exercised without regard to this Section 6(a)(4})l will thereupon terminate;

(C) all Stock Options and SARs held by a Particifarthe Participant’'s permitted transferees, if,ammediately prior to the
Participant’s death, to the extent then exercisabileremain exercisable for the lesser of (i) three year period ending with the first
anniversary of the Participant’s death or (ii) pfregiod ending on the latest date on which suchkS@ytion or SAR could have been
exercised without regard to this Section 6(a)(4) will thereupon terminate; and

(D) all Stock Options and SARs held by a Partictparthe Participant’s permitted transferees, if,ammediately prior to the
cessation of the Participant's Employment will indizgely terminate upon such cessation if the Adstiator in its sole discretion
determines that such cessation of Employment lsasteel for reasons which cast such discredit orPtiréicipant as to justify immediate
termination of the Award.

(5) Taxes. The delivery or vesting of cash or Stock undeAarard shall be conditioned on full satisfactionthg Participant of all
applicable tax withholding requirements. The Adrsirdtor will make such provision for the withholdiof taxes as it deems necessary. The
Administrator may, but need not, hold back shafeStack from an Award or permit a Participant toder previously owned shares of Stocl
satisfaction of tax withholding requirements (bat m excess of the minimum withholding requirediéy).

(6) Dividend Equivalents, Etc.The Administrator may provide for the payment ofcamts in lieu of cash dividends or other cash
distributions with respect to Stock subject to ama#d. Any entitlement to dividend equivalents onigar entittiements shall be established and
administered consistent either with exemption fromcompliance with, the requirements of Sectio@/Ak(




(7) Rights Limited . Nothing in the Plan will be construed as givimy @erson the right to continued employment oriserwith
the Company or its Affiliates, or any rights ag@ckholder (including, but not limited to, the riglo participate in a pro rata offer by the
Company to holders of shares of Stock) except abdoes of Stock actually issued under the Plaa.ld$s of existing or potential profit in
Awards will not constitute an element of damagethaevent of termination of Employment for anysea even if the termination is in
violation of an obligation of the Company or anyfilldte to the Participant.

(8) Section 162(m) This Section 6(a)(8) applies to any Performane&arl intended to qualify as performance-basedHer t
purposes of Section 162(m) other than a Stock @iicSAR. In the case of any Performance Awardhelkvthis Section 6(a)(8) applies, the
Plan and such Award will be construed to the maxmaxtent permitted by law in a manner consistett wualifying the Award for such
exception. With respect to such Performance AwdtgsAdministrator will preestablish, in writingne or more specific Performance Criteria
no later than 90 days after the commencement gbeéhied of service to which the performance reléest such earlier time as is required to
qualify the Award as performance-based under Sedt?(m)). Prior to grant, vesting or payment & Berformance Award, as the case may
be, the Administrator will certify whether the ajgplble Performance Criteria have been attainedsanld determination will be final and
conclusive. No Performance Award to which this 8ec6(a)(8) applies may be granted after the fivseting of the stockholders of the
Company held in 2013 until the listed performanaasures set forth in the definition of “Performafe#eria” (as originally approved or as
subsequently amended) have been resubmitted toeapgroved by the stockholders of the Company éer@ance with the requirements of
Section 162(m) of the Code, unless such grant gensantingent upon such approval.

(9) Coordination with Other Plans. Awards under the Plan may be granted in tandeim wr in satisfaction of or substitution for,
other Awards under the Plan or awards made untier dompensatory plans or programs of the Compaitg éffiliates. For example, but
without limiting the generality of the foregoingyards under other compensatory plans or progrartteec€ompany or its Affiliates may be
settled in Stock (including, without limitation, astricted Stock) if the Administrator so deternsini@ which case the shares delivered sha
treated as awarded under the Plan (and shall reHageumber of shares thereafter available undePthn in accordance with the rules set 1
in Section 4). In any case where an award is maderanother plan or program of the Company ohifititiates and such award is intended to
qualify for the performance-based compensationgti@e under Section 162(m), and such award isesktly the delivery of Stock or another
Award under the Plan, the applicable Section 162ifmijations under both the other plan or programd ander the Plan shall be applied to the
Plan as necessary (as determined by the Admiros}riat preserve the availability of the Section GPperformance-based compensation
exception with respect thereto.

(10) Section 409A Each Award shall contain such terms as the Adstrtior determines, and shall be construed andrasteried,
such that the Award either (i) qualifies for an mydion from the requirements of Section 409A, grdatisfies such requirements.

(11) Certain Requirements of Corporate Law. Awards shall be granted and administered comgistih the requirements of
applicable Delaware law relating to the issuancste¢k and the consideration to be received therafal with the applicable requirements of
the stock exchanges or other trading systems ochathe Stock is listed or entered for trading,actecase as determined by the Administrato

(b) Awards Requiring Exercise

(1) Time And Manner Of Exercise. Unless the Administrator expressly provides o#ligg, an Award requiring exercise by the
holder will not be deemed to have been exerciséitithe Administrator receives a notice of exerdigeform acceptable to the Administrator)
signed by the appropriate person and accompanieghyopayment required under the Award. If the Awiareixercised by any person other 1
the Participant, the Administrator may requiresfatitory evidence that the person exercising tharéivnas the right to do so.

(2) Exercise Price. The exercise price (or the base value from whjgbreciation is to be measured) of each Award raqi
exercise shall be 100% (in the case of an ISO gdatat a terpercent shareholder within the meaning of subse¢b®6) of Section 422, 110¢
of the fair market value of the Stock subject te Bward, determined as of the date of grant, oh $ugher amount as the Administrator may
determine in connection with the grant. No such Alyance granted, may be repriced without stocldrodgbproval. Fair market value shall be
determined by the Administrator consistent with dipplicable requirements of Section 422 and Sec9A.



(3) Payment Of Exercise Price Where the exercise of an Award is to be accongubby payment, payment of the exercise price
shall be by cash or check acceptable to the Adinat@s, or, if so permitted by the Administratodaiflegally permissible, (i) through the
delivery of previously acquired unrestricted sha®eStock (subject to such minimum holding period @ther requirements, if any, as the
Administrator may impose) that have a fair marlatie equal to the exercise price, (ii) throughakbr-assisted exercise program acceptak
the Administrator, (iii) by other means acceptabl¢he Administrator, or (iv) by any combinationtbe foregoing permissible forms of
payment. The delivery of shares in payment of stexrase price under clause (i) above may be acdsheal either by actual delivery or by
constructive delivery through attestation of owhgssubject to such rules as the Administrator pEscribe.

(4) Maximum Term . Awards requiring exercise will have a maximummterot to exceed ten (10) years from the date aftgra

7. EFFECT OF CERTAIN TRANSACTIONS
(a) Mergers, etc.Except as otherwise provided in an Award, the feillg provisions shall apply in the event of a Cedkilransaction:

(1) Assumption or Substitution. If the Covered Transaction is one in which thsran acquiring or surviving entity, the
Administrator may provide for the assumption of goon all outstanding Awards or for the grant of remards in substitution therefor by the
acquiror or survivor or an affiliate of the acquiar survivor.

(2) CashOut of Awards . If the Covered Transaction is one in which haddafr Stock will receive upon consummation a payment
(whether cash, non-cash or a combination of theglming), the Administrator may provide for payméntcash-out”), with respect to some or
all Awards or any portion thereof, equal in theecabeach affected Award or portion thereof toekeess, if any, of (A) the fair market value
one share of Stock (as determined by the Adminéstia its reasonable discretion) times the nundfeshares of Stock subject to the Award or
such portion, over (B) the aggregate exercise ortase price, if any, under the Award or such parfin the case of an SAR, the aggregate
base value above which appreciation is measume@géh case on such payment terms (which neecertbetsame as the terms of payment to
holders of Stock) and other terms, and subjectith sonditions, as the Administrator determin@syided, that the Administrator shall not
exercise its discretion under this Section 7(a)i&) respect to an Award or portion thereof promglfor “nonqualified deferred compensation”
subject to Section 409A in a manner that would tituis an extension or acceleration of, or othenge in, payment terms if such change
would be inconsistent with the applicable requirataef Section 409A.

(3) Acceleration of Certain Awards. If an Award will not be assumed, substituteddocashed out in connection with a Covered
Transaction (whether or not there is an acquiringuoviving entity), such Award will become fullxercisable, and the delivery of any shares
of Stock remaining deliverable under each outstamnéiward of Stock Units (including Restricted Stddkits and Performance Awards to the
extent consisting of Stock Units) will be accelethaind such shares will be delivered, prior toGbegered Transaction, in each case on a basi
that gives the holder of the Award a reasonable@dppity, as determined by the Administrator, fellog exercise of the Award or the delive
of the shares, as the case may be, to particigaestockholder in the Covered Transactoyided, that to the extent acceleration pursuant t
this Section 7(a)(3) of an Award subject to Sect68A would cause the Award to fail to satisfy tequirements of Section 409A, the Award
shall not be accelerated and the Administratoien thereof shall take such steps as are necessangure that payment of the Award is made
in a medium other than Stock and on terms thaeasyas possible, but taking into account adjustsieequired or permitted by this Sectio
replicate the prior terms of the Award.

(4) Termination of Awards Upon Consummation of Coveed Transaction . Each Award will terminate upon consummation of
the Covered Transaction, other than the follow{iljgAwards assumed pursuant to Section 7(a)(1) eb@ly Awards converted pursuant to the
proviso in Section 7(a)(3) above into an ongoigdtito receive payment other than Stock; anddiifstanding shares of Restricted Stock
(which shall be treated in the same manner as stiges of Stock, subject to Section 7(a)(5) below)

(5) Additional Limitations . Any share of Stock and any cash or other propstivered pursuant to Section 7(a)(2) or Secti@) 7
(3) above with respect to an Award may, in therdiion of the Administrator, contain such restdos, if any, as the Administrator deems
appropriate to reflect any performance or otheting:




conditions to which the Award was subject and thdmot lapse (and were not satisfied) in connactitth the Covered Transaction. In the
case of Restricted Stock that does not vest inection with the Covered Transaction, the Admintstranay require that any amounts
delivered, exchanged or otherwise paid in resplestich Stock in connection with the Covered Tratisade placed in escrow or otherwise
made subject to such restrictions as the Adminstideems appropriate to carry out the intent efRkan.

(b) Changes in and Distributions With Respect to Sick

(1) Basic Adjustment Provisions In the event of a stock dividend, stock splitombination of shares (including a reverse stock
split), recapitalization or other change in the @amy’s capital structure, the Administrator shall magprapriate adjustments to the maxim
number of shares specified in Section 4(a) that beglelivered under the Plan and to the maximurmrediraits described in Section 4(c), and
shall also make appropriate adjustments to the eumd kind of shares of stock or securities sultigeAwards then outstanding or
subsequently granted, any exercise prices relaidgvards and any other provision of Awards affddbg such change.

(2) Certain Other Adjustments . The Administrator may also make adjustments eftyipe described in Section 7(b)(1) above to
take into account distributions to stockholdersotian those provided for in Section 7(a) and(Zjbpr any other event, if the Administrator
determines that adjustments are appropriate talalistortion in the operation of the Plan and tesgrve the value of Awards made hereunde
having due regard for the qualification of ISOs @n8ection 422, the requirements of Section 4094, far the performance-based
compensation rules of Section 162(m), where apipliéca

(3) Continuing Application of Plan Terms. References in the Plan to shares of Stock wittdrestrued to include any stock or
securities resulting from an adjustment pursuathi®Section 7.

8. LEGAL CONDITIONS ON DELIVERY OF STOCK

The Company will not be obligated to deliver angr&s of Stock pursuant to the Plan or to removerestyiction from shares of Stock
previously delivered under the Plan until: (i) thempany is satisfied that all legal matters in @mtion with the issuance and delivery of such
shares have been addressed and resolved; (i@ dutstanding Stock is at the time of deliveryelisbn any stock exchange or national market
system, the shares to be delivered have been bistaedthorized to be listed on such exchange desysipon official notice of issuance; and
(iii) all conditions of the Award have been satsfior waived. If the sale of Stock has not beersteiggd under the Securities Act of 1933, as
amended, the Company may require, as a conditierdrise of the Award, such representations aeagents as counsel for the Company
may consider appropriate to avoid violation of sAci. The Company may require that certificateslentcing Stock issued under the Plan bee
an appropriate legend reflecting any restrictiontransfer applicable to such Stock, and the Compaany hold the certificates pending lapse of
the applicable restrictions.

9. AMENDMENT AND TERMINATION

The Administrator may at any time or times ameredRkan or any outstanding Award to comply with &zdile law or the applicable
rules of any securities exchange or for any purpdsieh may at the time be permitted by law, and mgny time terminate the Plan as to any
future grants of Awardgrovided, that except as otherwise expressly providederRian the Administrator may not, without the Rgptant's
consent, alter the terms of an Award so as to affederially and adversely the Participant’s rigimsler the Award, unless the Administrator
expressly reserved the right to do so at the tifrteeoAward. Any amendments to the Plan shall beditmned upon stockholder approval only
to the extent, if any, such approval is requireddy (including the Code and applicable stock ergiearequirements), as determined by the
Administrator.

10. OTHER COMPENSATION ARRANGEMENTS

The existence of the Plan or the grant of any Awutbnot in any way affect the Company’s rightAevard a person bonuses or other
compensation in addition to Awards under the F



11. MISCELLANEOUS

(a) Waiver of Jury Trial . By accepting an Award under the Plan, each Paatitigraives any right to a trial by jury in any actj
proceeding or counterclaim concerning any rightdenrthe Plan and any Award, or under any amendm&mger, consent, instrument,
document or other agreement delivered or whichénftiture may be delivered in connection therevétig agrees that any such action,
proceedings or counterclaim shall be tried beforewat and not before a jury. By accepting an Awamder the Plan, each Participant certifies
that no officer, representative, or attorney of @mmpany has represented, expressly or othentiaetitte Company would not, in the event of
any action, proceeding or counterclaim, seek toreefthe foregoing waivers.

(b) Limitation of Liability . Notwithstanding anything to the contrary in therRlaeither the Company, nor any Affiliate, nor the
Administrator, nor any person acting on behalfhaf Company, any Affiliate, or the Administratorafitbe liable to any Participant or to the
estate or beneficiary of any Participant or to ather holder of an Award by reason of any acceatamaif income, or any additional tax,
asserted by reason of the failure of an Award tisfyethe requirements of Section 422 or Sectio@Al0r by reason of Section 4999 of the
Code; provided, that nothing in this Section 1Kimll limit the ability of the Administrator or tt@ompany to provide by separate express
written agreement with a Participant for a grosgpapment or other payment in connection with arghgax or additional tax.

EXHIBIT A

Definition of Terms

The following terms, when used in the Plan, wilV&dhe meanings and be subject to the provisian®ga below:

“Administrator”: The Compensation Committee, except that the ConapiensCommittee may delegate (i) to one or morisof
members such of its duties, powers and respongbis it may determine; (ii) to one or more afficof the Company the power to grant rit
or options to the extent permitted by Section 1p@{¢he Delaware General Corporation Law; and {@isuch Employees or other persons as
determines such ministerial tasks as it deems appte. In the event of any delegation describetthénpreceding sentence, the term
“Administrator” shall include the person or pers@asdelegated to the extent of such delegation.

“Affiliate” : Any corporation or other entity that stands irelationship to the Company that would result i@ @ompany and such
corporation or other entity being treated as onpleyer under Section 414(b) and Section 414(chefGode.

“Award”: Any or a combination of the following:

(i) Stock Options.

(i) SARs.

(iii) Restricted Stock.

(iv) Unrestricted Stock.

(v) Stock Units, including Restricted Stock Units.

(vi) Performance Awards.

(vii) Cash Awards.

(viii) Awards (other than Awards described in fiyaugh (vii) above) that are convertible into dnerwise based on Stock.
“Board”: The Board of Directors of the Company.
“Cash Award”: An Award denominated in cash.

“Code”; The U.S. Internal Revenue Code of 1986 as from tortane amended and in effect, or any succesatutstas from time to
time in effect.

“Company”: pSivida Corp.
“Compensation Committee™: The Compensation Committee of the Bo:



“Covered Transaction”: Any of (i) a consolidation, merger, or similar tsagtion or series of related transactions, inclg@irsale or
other disposition of stock, in which the Companyas the surviving corporation or which resultghe acquisition of all or substantially all of
the Company’s then outstanding common stock byglesiperson or entity or by a group of personsa@neiitities acting in concert, (ii) a sale
or transfer of all or substantially all the Compangssets, or (iii) a dissolution or liquidationtbe Company. Where a Covered Transaction
involves a tender offer that is reasonably expetdduk followed by a merger described in clausé§)determined by the Administrator), the
Covered Transaction shall be deemed to have oectugen consummation of the tender offer.

“Employee”: Any person who is employed by the Company or aiiliafé.

“Employment”; A Participant’s employment or other service relasioip with the Company and its Affiliates. Employmhavill be
deemed to continue, unless the Administrator exgygsovides otherwise, so long as the Particimemployed by, or otherwise is providing
services in a capacity described in Section 5é0dbmpany or its Affiliates. If a Participant’s eloyment or other service relationship is with
an Affiliate and that entity ceases to be an Adf#i, the Participant's Employment will be deemebawge terminated when the entity ceases to
be an Affiliate unless the Participant transferspiiyment to the Company or its remaining Affiliatdtwithstanding the foregoing and the
definition of “Affiliate” above, in construing thprovisions of any Award relating to payment of “qoalified deferred compensation” (subject
to Section 409A) upon a termination or cessatioBraployment, references to termination or cessaifddmployment, separation from
service, retirement or similar or correlative tershall be construed to require a “separation fremise” (as that term is defined in
Section 1.409A-1(h) of the Treasury Regulationsirfithe Company and from all other corporationstaadies or businesses, if any, that woulc
be treated as a single “service recipient” with@wenpany under Section 1.409A-1(h)(3) of the TreaRegulations. The Company may, but
need not, elect in writing, subject to the applledimitations under section 409A of the Code, ahthe special elective rules prescribed in
Section 1.409A-1(h) of the Treasury Regulationspiamposes of determining whether a “separation fsenvice” has occurred. Any such
written election shall be deemed part of the Plan.

“1SO ": A Stock Option intended to be an “incentive $ta@ption” within the meaning of Section 422. Each option tgdrpursuant to tt
Plan will be treated as providing by its terms th&t to be a non-incentive stock option unlesspfthe date of grant, it is expressly designate
as an 1SO.

“Participant” A person who is granted an Award under the Plan.

“Performance Award” : An Award subject to Performance Criteria. The Qaittee in its discretion may grant Performance Adgathat
are intended to qualify for the performance- basmdpensation exception under Section 162(m) anfbfPegaince Awards that are not intended
so to qualify.

“Performance Criteria” : Specified criteria, other than the mere continuatbEmployment or the mere passage of time, ttisfaation
of which is a condition for the grant, exercisapilivesting or full enjoyment of an Award. For pages of Awards that are intended to qualify
for the performance-based compensation exceptidertdection 162(m), a Performance Criterion wilaman objectively determinable
measure of performance relating to any or any coatlin of the following (measured either absolutayy reference to an index or indices
and determined either on a consolidated basissdheacontext permits, on a divisional, subsidiing of business, project or geographical
basis or in combinations thereof): sales; revenagsets; expenses; earnings before or after deduoti all or any portion of interest, taxes,
depreciation, or amortization, whether or not @oatinuing operations or an aggregate or per dasis; return on equity, investment, capital
or assets; one or more operating ratios; borrovengls, leverage ratios or credit rating; marketrghcapital expenditures; total shareholder
return; cash flow; operating income; stock pridgeckholder return; sales of particular productsenvices; customer acquisition or retention;
employee turnover and/or other human resourcegitiesi acquisitions and divestitures (in wholdropart); collaborations, joint ventures and
strategic alliances; spin-offs, split-ups and tke;lin-licensing and/or out-licensing; patentsyguct development; product market share;
progress on the Company’s product pipeline; researeductivity; movement of programs from researcevelopment; cost reductions or
savings; government relations; litigation; managenaad board of directors composition; leaderslepetbpment and/or talent management;
sales of assets and/or subsidiaries; informatioricas; clinical trials; manufacturing; manufachgicapacity; production; inventory; site
development; plant, building or facility developriereorganizations; or recapitalizations, restrtiogs, financings (issuance of debt or equity)
or



refinancings. A Performance Criterion and any tergéth respect thereto determined by the Admiatsirneed not be based upon an increas
a positive or improved result or avoidance of |[@gsthe extent consistent with the requirementsédisfying the performance-based
compensation exception under Section 162(m), thmiAdtrator may provide in the case of any Awargimled to qualify for such exception
that one or more of the Performance Criteria applie to such Award will be adjusted in an objedyivdeterminable manner to reflect events
(for example, but without limitation, acquisitions dispositions) occurring during the performaneeiqu that affect the applicable Performa
Criterion or Criteria.

“Plan”; The pSivida Corp. 2008 Incentive Plan as from tttmeéme amended and in effect.

“Restricted Stock”; Stock subject to restrictions requiring that itrbdelivered or offered for sale to the Companyédfied conditions
are not satisfied.

“Restricted Stock Unit”: A Stock Unit that is, or as to which the delivefyStock or cash in lieu of Stock is, subject to slagisfaction of
specified performance or other vesting conditions.

“SAR”: A right entitling the holder upon exercise to reeean amount (payable in cash or in shares of Sibekuivalent value) equal to
the excess of the fair market value of the shaf&ark subject to the right over the base valoenfivhich appreciation under the SAR is to be
measured.

“Section 409A”: Section 409A of the Code.

“Section 422": Section 422 of the Code.

“Section 162(m)”": Section 162(m) of the Code.

“Stock”: Common Stock of the Company, par value $0.001 lpares

“Stock Option”: An option entitling the holder to acquire share$tidick upon payment of the exercise price.

“Stock Unit” : An unfunded and unsecured promise, denominatetiares of Stock, to deliver Stock or cash meadoyetie value of
Stock in the future.

“Unrestricted Stock”: Stock not subject to any restrictions under thengeof the Award



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 reptated September 10, 2015, 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, 2015.

/s/ Deloitte & Touche LLP

Boston, Massachusetts
September 10, 2015



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 andrke responsible for establishing and maintainisgldsure 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 anddve disclosed, based on our most recent evaluatimernal 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 10, 2015

/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 andrke responsible for establishing and maintainisgldsure 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 anddve disclosed, based on our most recent evaluatimernal 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 10, 2015

/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, 2015, 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 10, 2015

/s/ 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, 2015, 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 10, 2015

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




