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“ Our support of Washington state research
foundations is focused on innovation and
the commercialization of new technologies’
When Washington Research Foundation opened its doors in 1981, our founders
Tom Cable, Hunter Simpson and Bill Gates, Sr. had an ambitious vision but no
precedent on which to predict the success of such a foundation. Their mission was to
capture and enhance the value of intellectual property arising from the state’s research

institutions in order to support additional research and scholarship. That seemed a lofty

goal when our first year’s revenue amounted to a little over $2,000.

The foundation survived, and later thrived, due to the dedication of our founders and
the teams they put in place. We have come a long way since those early days; revenue
from 2011 alone exceeded $60 million through a combination of licensing revenue
and strategic investments. Our success has played a major role in supporting our
partners, Washington state’s research institutions, which we are proud to boast are

among the finest in the world.

RONALD S. HOWELL
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GIFT PROGRAM

Three decades of

catalyzing breakthroughs

Washington Research Foundation’s gift program supports
research, education and recruitment at a number of institutions
throughout Washington state. Key successes include the WRF
Faculty Recruitment Award (see page 2) and the Seattle chapter
of the Achievement Rewards for College Scientists (ARCS)
Foundation (page 4). The former has assisted in attracting
leading professors to the University of Washington (UW)
through laboratory refurbishments and research support, while
the latter concentrates on bringing the country’s top graduate
students to UW and Washington State University (WSU). Having
funded 80 fellowships, WRF is the largest donor to the Seattle
ARCS chapter.

WRF was a founding partner of UW's Creating Futures campaign,
which brought in over $2.5 billion and will help to ensure that
UW has the means to remain competitive among the world'’s
premier research institutions. In addition, the foundation backs
“gap” funding programs that target research and technologies
with strong commercial potential at organizations including UW,
Fred Hutchinson Cancer Research Center, WSU and Benaroya
Research Institute, encouraging licensing and startup activity
prior to investment from venture capitalists. WRF plays an active
role in identifying and advancing many of these projects through

funding and guidance.

Washington Research Foundation continues to provide
assistance for university-level enterprises such as the UW Center
for Commercialization’s Entrepreneurs-in-Residence program,
which partners researchers with successful entrepreneurs and
business executives to help potentially marketable technologies
reach startup stage. For several years, WRF has donated key
prizes to the University of Washington's annual Business Plan
Competition, which in 2011 featured over one hundred student

teams representing 11 universities.

EXAMPLES OF GIFTS PROVIDED BY WRF IN 2011
INCLUDE:

$650,000 toward the purchase and support of an electron
lithography machine for the department of electrical engineering

at the University of Washington;

$500,000 for equipment purchase, supplies and support in
Professor Robert Waterston's laboratory at the University of

Washington's department of genome sciences;

$250,000 for the WRF Endowed Professorship in Chemistry
at UW,

$75,000 to fund undergraduate research at the University of
Washington; and

$50,000 to assist technology commercialization efforts at

Benaroya Research Institute.



GIFT PROFILES

Studying metabolites to
advance health sciences

Metabolomics concentrates on developing a deep understanding
of metabolism by identifying and characterizing many hundreds of
small molecules or metabolites within biological systems. It is a
relatively new field of study that the University of Washington has
targeted as a strategic area of research with significant potential
for better fundamental understanding of disease and health,

as well as for the translation of new technologies to the clinic.

Dr. Daniel Raftery is an internationally renowned expert in
metabolomics, with an emphasis on developing new diagnostics
for breast, colon and esophageal cancers, plus new methods
of analyzing metabolites in complex biological systems. A WRF
Faculty Recruitment Award of $500,000 has helped bring Dr.
Raftery to UW, where he will head the Northwest Metabolomics
Research Center and take up professorships in the anesthe-
siology & pain medicine and chemistry departments. He is also
a full member at the Fred Hutchinson Cancer Research Center
and previously a professor of chemistry at Purdue University. The
gift will provide equipment and staff support for Dr. Raftery’s lab
and will assist him in solidifying the program that will help ensure

that UW is at the forefront of world-class metabolomics research.

Improving flow-stabilized
light sources

In the University of Washington’s aeronautics and astronautics
department, Drs. Uri Shumlak and Brian Nelson are working on the
next generation of flow-stabilized light sources for use in extreme-
ultraviolet lithography (EUV) for the semiconductor industry.
EUV has vast potential in areas including the manufacturing of
computer chips. The primary challenges are that current EUV light
sources are technologically limited to short bursts and overload
power supplies when run at levels appropriate for high-volume

state-of-the-art manufacturing.

Drs. Shumlak and Nelson have developed a new EUV technology
that will operate effectively with existing power supplies. A gift of
$50,000 from WRF is being used to help them build a functioning
prototype of their Flow Z EUV Light Source technology. By
enabling the emission of EUV light for significantly longer periods
of time, higher output power levels can be achieved and will bridge
the gap between the limitations of presently available technology
and the requirements to take semiconductor manufacturing to

the next level.
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Licensing

30 years ago, Thomas J. Cable, William Gates Il and the late W. Hunter Simpson founded the nonprofit
Washington Research Foundation (WRF) to commercialize technologies from the University of Washington
(UW) and other research institutions in the state. From an uncertain beginning, WRF has developed into one
of the most successful technology transfer groups in the country. Income from more than 75 licenses helps to
support gifts and scholarships at a number of organizations in Washington state. To date, WRF has returned

more than $300 million to UW as a direct result of its licensing program.

WRF focuses on highly valuable biomedical and engineering technologies, protecting them with patents
before licensing them to startups and established companies. Its licensing team diligently tracks product
development and sales relating to these technologies to ensure accurate royalty payments and maximize the
funds available to assist further research. This attention to detail also helps to identify possible infringements

and protects the technologies’ inventors and originating institutions.

Washington Research Foundation has worked with some of the most influential inventors and technologies
to come from the nation’s research institutions. UW professor Benjamin Hall and his postdoctoral fellow
Gustav Ammerer, in collaboration with colleagues at Genentech, Inc., developed a general method for the
expression of pharmaceutically important proteins in yeast. The resulting patent, “Expression of Polypeptides
in Yeast,’ was assigned to WRF in the late 1990s. This process is used extensively in the manufacturing of
pharmaceuticals, including Novo Nordisk’s insulins, Merck & Co. and GlaxoSmithKline's Hepatitis B vaccine,
and Merck’s HPV vaccine Gardasil. These drugs are estimated to have significantly improved the health of
more than a billion people worldwide and provide a steady revenue stream to WRF that the foundation uses

to fund additional research and development.

Earl Davie, professor and chair of UW's department of biochemistry and co-founder of Seattle's first biotech
company, Zymos (now Zymogenetics), provided WRF with one of its earliest licensing successes. Dr. Davie
and his postdoctoral fellow Ko Karachi were able to clone the Factor IX gene that is inactive or absent from
patients with Hemophilia B. This breakthrough led to Drs. Davie and Karachi's patent “rDNA Preparation of
Christmas Factor and Use of DNA Sequences (Factor IX);" which is used in Genetics Institute’s BeneFIX and

has saved thousands of lives across the more than 60 countries in which it is sold.

As an undergraduate in UW'’s electrical engineering department, Ed Suominen invented a radio receiver
technology that today is particularly well suited for use in many Bluetooth-enabled devices. “Simplified High
Frequency Tuner and Tuning Method,’ the subsequently issued patent managed by WRF, continues to be

used in the manufacturing of a large number of products.

A FINANCIAL SUMMARY INCLUDING LICENSING REVENUE DETAILS FOLLOWS ON PAGES 12 AND 13.




ARCS FELLOWS
llluminating our understanding
of dark matter

Bridget Bertoni is a second-year physics graduate student
working with Professors Ann Nelson and Sanjay Reddy at the
University of Washington. The group is studying a model for dark
matter in an attempt to understand more about its properties. A
satisfactory description of dark matter has not yet been offered
by scientists, despite observations of its effects dating back to
the 1930s. Better understanding of these properties will lead to
greater insight into the history and detailed particle content of
the universe, where it accounts for nearly a quarter of its total

energy density.

Ms. Bertoni received her bachelor’'s degree in physics and
mathematics from the University of Pittsburgh. An ARCS
Fellowship, funded by Washington Research Foundation, was a
strong factor in her decision to pursue a doctorate in theoretical
physics at UW. The opportunity to work with such a highly
distinguished group of scientists, coupled with the financial help
offered by ARCS, has greatly energized her work and allowed

her to concentrate full time on her studies.

Concentrating on the
human genome sequence

Max Libbrecht graduated from Stanford University in 2011 with

a bachelor's degree in computer science. His studies there
concentrated on biocomputational research for the Encyclopedia
of DNA Elements (ENCODE) project headed by the National
Human Genome Research Institute (NHGRI), which aims
to identify all of the functional elements and contributors to
their activity in the human genome. NHGRI's work focuses on
identifying biological contributors to certain diseases, with the
expectation that such knowledge will enable doctors to reduce

or prevent the onset of serious medical issues.

A WRF-funded ARCS Fellowship is supporting Mr. Libbrecht's
doctoral studies in the computer science and engineering
department at the University of Washington. He is working,
under the guidance of Professor William Noble from the genome
sciences department, to better understand the functional
elements in the human genome sequence in order to increase
his contribution to pioneering international collaborations such as
ENCODE. Projects of this nature have the potential to improve
the health and quality of life for countless people who are ill or

genetically predisposed to particular conditions.




WRF Capital

WREF Capital is the venture investment arm of Washington Research Foundation. As a

leading early-stage investor, WRF Capital partners with entrepreneurs, local universities,

research institutions and other investors to develop new technology-based companies.

WRF uses the proceeds generated from its investments to support philanthropic activities

focusing on scholarship and research, and its seasoned team currently manages an

active portfolio of 27 companies at varying stages of development.

Selected highlights from WRF Capital’s portfolio in 2011 include the following:

Alder Biopharmaceuticals received a $15 million milestone payment from
Bristol-Myers Squibb, the company’s co-developer on its lead product for rheumatoid
arthritis, ALD518. The partnership could bring in more than $1 billion in capital for
Alder, which expanded its office space and added personnel to accommodate its

advancing drug pipeline;

Advanced cell-imaging system manufacturer Amnis was acquired by EMD Millipore,
a U.S.-based subsidiary of Merck KGaA. The acquisition will allow Amnis to expand
its international market potential and further improve on its 80% compound annual

growth rate since 2005;

EnerG2, producers of high-performance carbon materials for use in energy-storage
devices, received a prestigious research contract from the Advanced Lead-Acid
Battery Consortium. The company, formed as a result of research conducted at the
University of Washington, continues to ramp up its manufacturing efforts and will
open a new facility in Albany, OR early in 2012 with the support of a $21.3 million
grant from the U.S. Department of Energy;

Following FDA approval for its Compass vascular and lumbar devices in 2010,
Mirador Biomedical received European CE Mark approval for its entire Compass
platformin 2011. The devices monitor pressure during common procedures such as
vascular access and lumbar punctures to help eliminate potentially life-threatening

complications arising from incorrect needle insertion;

Mobisante released MobiUS, the world's first FDA-approved smartphone-based
commercial ultrasound system and won a Global Mobile Award for Best M-Health
Innovation at the GSMA Mobile World Congress. The system has the potential
to reach millions of people worldwide who would otherwise be unable to access

ultrasound technology due to financial and geographical constraints.

PROFILES OF OTHER WRF CAPITAL PORTFOLIO COMPANIES ENJOYING CONSIDERABLE
SUCCESS IN 2011 FOLLOW ON PAGES 6 AND 7.

REPRESENTATIVE
PORTFOLIO COMPANIES

Accelerator Corp.

Acylin Biopharmaceuticals, Inc.

Alder Biopharmaceuticals, Inc.
Amnis Corp.

Arzeda Corp.

Cardeas Pharma

Corensic Corp.

Decide

EKOS Corp.

EnerG2, Inc.

Globelmmune, Inc.

Groove Biopharma Corp.
Hyperion Therapeutics, Inc.
Ikaria, Inc.

MicroGREEN Polymers, Inc.
Mirador Biomedical
Mobisante, Inc.

Modumetal, Inc.

Nimbic, Inc.

nLight Photonics, Inc.

Oncofactor Corp.

Pacific Bioscience Laboratories/

Clarisonic

Pathway Medical Technologies,

Inc.

Skytap, Inc.

Targeted Growth, Inc.
Uptake Medical
VLST Corp.




PORTFOLIO COMPANIES

Cardeas Pharma

Seattle's Cardeas Pharma is developing a novel inhalation product
that is intended to improve the treatment of ventilator-associated
pneumonia (VAP), a common and life-threatening condition
that can occur in patients receiving mechanical ventilation. The
treatment of VAP has traditionally encountered two key problems:
poor drug penetration into the area of infection, and drug-resistant
pathogens such as methicillin-resistant Staphylococcus aureus
(MRSA). Cardeas's antibiotic combination addresses the issue
of drug-resistant pathogens and, unlike conventional therapy,
targets VAP by utilizing an inline nebulizer to administer droplets

that are delivered to patients’ smaller airways.

At the end of the year, Cardeas closed $5M of an $8.5M Series
A financing round that will be completed in 2012. The funds will
enable the company to continue preclinical trials of the therapeutic
before progressing to Phase 1 studies. These are vital steps
toward improving the prognosis for the hundreds of thousands of

people diagnosed with VAP each year in the United States alone.

MIKE FRIDGEN

Decide

Decide's e-commerce service launched in June following the
closing of a $6M Series B investment round. Decide finds the
lowest prices for a vast range of consumer electronics and offers
predictions on new model releases and future price changes.
The company was co-founded by Oren Etzioni, a University of
Washington computer science professor and inventor of the
technology behind Farecast, the airline ticket price-prediction
company that was backed by WRF Capital and acquired by
Microsoft in 2008.

During its first year, Decide rapidly expanded its range of
products and released free apps for popular mobile devices.
In addition, it was named one of the “14 Hottest Startups in
Seattle” by Business Insider. Decide’s “We've Got Your Back”
offers consumers who purchase select products the reassurance
of an automatic refund of the difference should the price drop
shortly after purchase, essentially backing up their predictions
with cash. The company plans to continue expanding its range
of product categories and introduce new features that empower

consumers to make more intelligent shopping decisions.



DAVID GIULIANI
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Pacific Bioscience Laboratories

Redmond, WA-based Pacific Bioscience Laboratories (PBL)
produces the Clarisonic Skin Cleansing System, a range of
devices that utilize sonic waves to enable users to achieve
healthier, younger-looking skin. Launched in 2004, the product
had exceeded $100M in annual sales by 2010. This year saw
the launch of the “Mia,” a compact version of its original device
that is now the company’s top-selling item. Endorsements
from celebrities including Oprah Winfrey, Cameron Diaz and
Justin Timberlake provided excellent publicity for the Clarisonic

product line.

Pacific Bioscience was acquired by L'Oreal USA in December,
and the new owner’s vast resources will greatly assist marketing,
sales and distribution of the Clarisonic line worldwide. PBL
remains in Redmond and its management team has stayed intact.
David Giuliani, PBL's co-founder and CEQO, was also the inventor
and primary developer of the Sonicare toothbrush. Royal Philips

Electronics purchased Sonicare’s manufacturer, Optiva, in 2000.

Uptake Medical

Uptake Medical ended the year on the verge of closing a $35M
Series C financing round that will allow the company to further its
efforts at developing and commercializing non-surgical treatments
for chronic lung diseases. Earlier in the year, the company’s lead
product, InterVapor, received the CE mark and was cleared for
use in the treatment of emphysema in Europe. This was closely
followed by the first commercial use of the product in Germany

and TGA approval for the Australian market.

InterVapor is the first and only non-surgical lung volume reduction
system available for the treatment of emphysema, using the
body’s own healing processes to aid recovery from the condition.
Traditional procedures have been highly invasive, relying on
surgical implants, and InterVapor patients have shown higher
quality of life during subsequent months than those receiving
conventional treatments. In the coming year, Uptake plans to
work with the FDA on field trials in North America, and will

continue to develop its overseas markets.



CURRENT TENANTS

Advanced Leadership Consulting
BECAUZ

Cerion Energy, Inc.

CG Therapeutics, Inc.

Eleven Dimensions

Jeweler and Associates, LLC
Keiretsu Forum NW
Revitalization Partners, LLC
Taplmmune, Inc.

Targeted Growth, Inc.

WRF VENTURE CENTER & RESEARCH SERVICES

Advocates for

Innovation

The 15,000-square-foot WRF Venture Center, located on Lake Union within
minutes of I-5, SR 520 and downtown Seattle, offers professional facilities to
entrepreneurs from a number of industries. Short-term leases, conference rooms
and administrative services provide assistance to organizations in their early
stages. In keeping with Washington Research Foundation’s focus on innovation,
precedence is given to startups commercializing new technologies developed at

Washington state research institutions.

WRF Research Services is managed by Washington Research Foundation's
full-time information specialist and offers expertise in patent and trademark
research, competitive intelligence, as well as valuation of technologies and
companies. Utilizing vast industry knowledge and an array of investigative tools,
WRF Research Services provides valuable support to the foundation and WRF
Capital. These services are also available to Venture Center tenants, WRF Capital

portfolio companies and technology transfer offices throughout the state.
NOTABLE ALUMNI

AquaStasis: Manufacturer of innovative chemical-testing sensor technologies

Cardeas Pharma: Pharmaceutical development company targeting unmet needs

in respiratory conditions and infectious diseases (see page 6)

Life Sciences Discovery Fund: Organization created by Gov. Christine Gregoire
and the Washington State Legislature to promote life-science research and improve

both health and healthcare in the state
Mirador Biomedical: Privately held medical device developer and manufacturer
nLight Photonics: Industry-leading high-power semiconductor laser manufacturer

PhysioSonics: Medical device development company and University of

Washington spinoff

Skytap: Leading self-service cloud automation solutions provider



Celebrating 30years

Early this year, following 30 years of dedicated service to the Washington Research
Foundation, co-founder Tom Cable stepped down as chairman of the board of directors.
CEO Ron Howell described Mr.Cable’'s commitment through the years as “completely
selfless” and “a key driving force behind WRF's transformation into the successful
foundation it is today” Mr.Cable continues to actively serve as vice chairman on
WRF's board.

C. Kent Carlson, counsel to WRF for 13 years prior to his election
to the board in 20086, has taken over as chairman. Mr. Carlson is a
partner with global law firm K&L Gates and was named the Seattle
M&A Lawyer of the Year in 2011 by Best Lawyers in America. He
is active in the legal community, serving as a long-term member of
Washington State Bar Association’s business section committees,
a regular speaker at continuing legal education programs, and a director and former
president of the University of Washington Law School Foundation board. His other civic
activities include serving as vice chair of the Washington State Arts Commission and
as a member of the board of trustees of both Cornish College of the Arts and Pilchuck

Glass School.

In April, Washington Research Foundation hosted an event at Seattle’s Canlis restaurant
to honor Mr. Cable's service and Washington Research Foundation's successes over
the past 30 years. Family, friends and colleagues came together to thank and celebrate

with Mr. Cable, and welcome Mr. Carlson to his new role.







WRF Board of Directors

-
C. Kent Carlson Thomas J. Cable Emer Dooley, Ph.D. Barry Forman, D.Phil.
Chairman of the Board, Vice Chairman Faculty, University President, American

Washington Research
Foundation

Partner, K&L Gates LLP

Private Investor of Washington Paradigm Corporation

David Galas, Ph.D. Ronald S. Howell Sally Narodick Brooks Simpson
Senior Vice President, CEO, Washington Retired Chairman and President, Pacific Rim
Institute for Systems Research Foundation CEO, Edmark Corporation Medical Systems
Biology and Apex Learning, Inc.

George |. Thomas, James R. Uhlir Kevin L. Gruben

M.D. Partner, Christensen Board Secretary, Washington
Thoracic and O'Connor Johnson Research Foundation
Vascular Surgeon Kindness PLLC Partner, K&L Gates LLP

Clinical Professor Emeritus,
University of Washington
School of Medicine



Building Leadership

Through Giving

Statement of Financial Position

WRF REPORTS ON A FISCAL YEAR ENDING JUNE 30

Assets

Current Assets
Long Term Assets

Total Assets

Liabilities & Equity
Liabilities
Unrestricted Net Assets

Operating
Total Royalty Costs

Net Licensing Income

Operating Expenses

from Operating Activities

Non-operating

Other Information

2007 2008 2009 2010 2011

53,685,787 66,002,495 63,719,693 48,859,819 55,496,495

73,606,561 90,854,420 96,419,672 117,231,210 143,377,303

127,292,348 156,856,915 160,139,165 166,091,029 198,873,798

41,375,345 48,781,064 50,346,816 39,741,776 44,681,923

85,917,003 108,075,862 109,792,349 126,349,253 154,191,875

Total Liabilities/Net Assets 127,292,348 156,856,915 160,139,165 166,091,029 198,873,798
Statement of Activities

2007 2008 2009 2010 2011

Total Royalties and Licensing Revenue 68,032,258 75,823,239 77147429 592,349,826 61,825,230

46,937,962 48,673,360 50,432,928 35,304,143 42,553,441

21,094,296 27,149,879 26,714,501 17,045,683 19,271,789

3,428,831 3,811,210 3,957,635 4,565,560 4,408,210

Grants and Distributions Expense 967,735 1,016,112 5,983,817 1,253,279 3,829,217

Change in Unrestricted Net Assets 16,697,731 292,322,657 16,773,149 11,226,844 11,034,362

Net Investment (loss) Income 10,620,757 (163,698) (15,056,662) 5,330,060 16,808,261

Change in Unrestricted Net Assets 27,318,488 22,158,859 1,716,487 16,556,904 27,842,623

Licensing Fees Paid to UW 26,558,720 38,231,089 49,833,575 31,085,619 28,101,405

1,689,163 935,362 1,991,067 1,544,001 4,085,217

Grants Paid
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WRF Support to University of Washington
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IN ADDITION, UW RECEIVED STOCK IN NUMINOUS,

Cumulative Support to University of Washington OSTEX AND IMMERSION WORTH APPROXIMATELY
$10 MILLION AS A RESULT OF WRF LICENSE AGREEMENTS
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Recruitment & Retention
$2,770,000
WRF Gifts by Type
Building
WRF GIFTS FROM 1994 THROUGH 2011 $2,600,000
Toraep $27.7 MILLION Commercialization
$8,085,025
Graduate Fellowships
$2,282,000
Undergraduate Fellowships
$1,489,779

Sponsorship
$774,725

Discretionary Funds

$240,100 Endowment

$9,425,000
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