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Chairman’s Review 
 
The Board of Medgenics presents the financial results of the Company and its subsidiary (the “Group”) for the 12 
months ended 31 December 2008.   
 

Medgenics made important progress during 2008.  The year was marked in August by the successful 
commencement of the Company’s EPODURE Biopump Phase I/II Clinical Trial, Medgenics’ lead protein therapy 
to treat anemia, after receipt of approval from Israel’s Ministry of Health.  Since then, the trial has surpassed 
expectations.  A total of seven patients suffering from chronic renal failure have been treated without material 
adverse effects, successfully demonstrating that, with a single treatment, EPODURE is safe and effective in 
providing sustained anemia treatment and, more broadly, the safety and effectiveness of the Group's Biopump 
platform technology. These results have, in turn, drawn active interest from large pharmaceutical and medical 
device companies with whom the Company hopes to form multiple strategic alliances for Biopumps producing a 
range of proteins for various clinical applications. 
 
The results of the initial low dosage trial clearly demonstrate that the EPODURE Biopump is making strong steps 
forward towards offering a viable alternative to the current approach of administering scores of injections for 
treating anemia in kidney disease patients. 
 
Operational Review 
 
The majority of activities undertaken during the 12 months under review relate to preparing for and successfully 
launching the ongoing clinical trial at the Hadassah University Medical Center in Jerusalem, Israel.  The trial is 
being led by Principal Investigator, Dr. Eithan Galun, and will involve up to 30 patients with anemia as a 
consequence of chronic kidney disease. The primary aim of the trial is to assess the safety and efficacy of 
EPODURE, in three controlled dose ranges, in providing sustained delivery of the deficient protein erythropoietin 
(EPO) and, thereby, in elevating the red blood cell count and hemoglobin levels for up to 3–6 months or longer in 
those patients receiving appropriate doses.  The first six patients received the lowest dose range of up to 20 Units of 
EPO per kilogram per day and the trial is now continuing in the next group of patients who are receiving the 
medium dose of up to 40 Units of EPO per kilogram per day.  
 
Preliminary data from the trial were announced in November for the initial two subjects receiving the lowest dose; 
the hemoglobin levels of each of these subjects had risen and remained within the target range of between 10 and 12 
grams per deciliter for a month The 10-12 grams per decilitre range is what is recommended for such patients to 
treat their anemia.  Throughout the trial to date no adverse effects have been reported or observed other than 
minor localised bruising typically associated with skin biopsy and implant. 
 
The elevated hemoglobin levels seen in the first two subjects suggested that immunogenicity issues had not been 
encountered. Based on those initial results, Medgenics cautiously concluded that the elevated hemoglobin levels and 
the apparent immune acceptance of the implanted EPODURE Biopumps were positive developments.  Those early 
conclusions have been reinforced as the study has progressed and as the number of subjects participating has 
increased to seven. 
 
As reported in the Group’s Interim Results for the 6 moths ended 30 June 2008, Medgenics has been able to 
advance its clinical development activities for EPODURE as a result of the $6.72 million fundraising that was 
concluded in December 2007 in conjunction with the Company’s admission to AIM. 
 
During 2008, the Company incurred a large number of one-off costs that were necessary to enable Medgenics to 
commence the Phase I/II clinical trial.  These included the set-up of new facilities and the design and manufacture 
of several key elements of the Biopump platform technology.     
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Key Appointments 
 
During the year Medgenics has significantly enhanced the clinical and technical teams that are working on the trial.  
The appointment of Dr. Ehud Shoshani, former CEO of Quintiles, Israel, as Vice President of Clinical Affairs was 
particularly important.  Dr. Shoshani has 13 years of experience in managing clinical trials. Not only has his 
experience been highly valuable to Medgenics in the management of the current trial but also in the early 
development phases of the Group’s proposed future clinical programmes for EPODURE and its other pipeline 
products. 
 
Lord Leonard Steinberg was appointed as a Non-Executive Director in February 2008.  Lord Steinberg is a Life 
Peer and a Conservative Party member of the UK House of Lords and is the founder, former Chairman and Life 
President of Genting Stanley plc (formerly Stanley Leisure plc). He is one of the UK's most successful and 
respected businessmen, with substantial experience in the London stock market.  
 
Operational Facilities 
 
In March 2008, Medgenics’ operations were relocated to a new facility in the Teradion Business Park in Misgav, 
Israel.  This move has brought all the Company’s operations into one location and has been an important step in 
enhancing communication among departments and streamlining management processes. 
 
Commercialisation Strategy 
 
With proof of concept now demonstrated, commercialisation of the Group’s proprietary platform technology, 
through the development of alliances with major partners, further clinical trials eventually to secure FDA, EMEA 
and/or other regulatory approvals and eventual clinical adoption of EPODURE, is now a key strategic priority for 
the Company.  The Company’s active discussions with major potential strategic partners have expanded since the 
initial announcement in February 2009, with additional companies having expressed interest in one or more 
therapeutic applications.   Further updates on these discussions will be made in due course.   
 
Funding  
 
Since admission to AIM and in tandem with the implementation of the Company’s strategy for commencing its 
Phase I/II clinical trial of EPODURE and seeking out strategic partnering opportunities, the directors have focused 
on raising further capital for the Company.  This capital is required to ensure the Group's ability to: continue to 
finance its operations; pursue strategic partnering alliances with major corporations; continue its device 
development program; advance the development of additional products towards clinical trial and commercialisation; 
and, most importantly, conclude the Phase I/II clinical trial of EPODURE. 
 
Notwithstanding these efforts, the endeavours of the board to raise additional funding through a significant equity 
raise have been frustrated to date due, in large part, to general market conditions in the UK, the USA and Israel and, 
more pertinently,  to a lack of investor appetite for early-stage "biotech" stocks since the Company’s admission to 
AIM.  Management’s plans include seeking additional funds to continue the operations of the Company and its 
subsidiary (see note 1b). The directors believe that the Company may now be able to raise much needed capital 
through the issue of convertible debentures (the “Debentures”) with a basic coupon of 10 per cent per annum. The 
Debentures will automatically convert into Common Shares and additional warrants will be issued to the Debenture 
holders upon the Company’s consummation of a qualifying transaction, such as certain mergers, acquisitions and 
public offerings of Company securities.  
 
Therefore, on 11 May 2009, Medgenics announced that it is proposing to commence a private offering (the “Private 
Offering”) of Debentures and warrants to accredited investors to raise up to $5 million (with the option to increase 
such amount to $7 million in aggregate).  The Private Offering is contingent on the Shareholders approval of the 
resolutions set out in the form of Written Consent of Stockholders, which was sent to Shareholders on 12 May 
2009. 
 



 3 

Financial Review 
 
The Company has incurred significant expenditure in establishing and carrying out its ongoing clinical trials. As a 
result, the Company has generated a loss of $4.9 million in the year and has, since inception, incurred losses of 
$30.6 million in development of the Biopump platform technology. The Company successfully raised $6.72 million 
at its IPO in December 2007, has raised additional funds since Admission and is still receiving grants from the 
Israeli Office of the Chief Scientist. However, the Board is fully aware that there is still significant further funding 
required in order to complete the ongoing trials and, as highlighted above, the Board are constantly looking at ways 
to raise funds through equity fund raising, grants and/or strategic partnerships. 
  
As a result of the Board’s frustrated fund raising efforts and the significant cost of the ongoing trials, as highlighted 
in Note 1b, the Company faces an urgent need to raise capital to fund its operations and repay its existing creditors 
and those liabilities arising in the normal course of business. Whilst the Board remains confident that the Company 
will successfully raise the necessary funding for the Company through the Private Offering and other alternative 
sources if this proves to be unsuccessful the Board will have to consider other options including a suspension of the 
ongoing trials and other efforts in order to secure the Company’s intellectual property.  
 
Outlook 
 
With the start of the Phase I/II safety and efficacy trial of the Group’s EPODURE Biopump 2008 was certainly the 
most important year in the development of Medgenics technology as a viable alternative to the treatment of anemia 
in kidney disease patients.  The trial is now into its seventh month and the results have so far surpassed all of our 
expectations. 
 
Subject to the Company being successful in its endeavour to raise much needed capital, I look forward to reporting 
on the enrolment of additional subjects to the Group’s Phase I/II safety and efficacy trial and on further data from 
that trial as key milestones are achieved in the coming months. 
 
 
Eugene A.  Bauer, MD  
Chairman of the Board of Directors  
 
22 May 2009 
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