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Let�s get everyone to take their seats. Move on to the next presentation here.

We are pleased to welcome back Sysco to the CAGNY Conference. Sysco is the global leader in food service
distribution. Sales last year reached $44 billion. The company recently announced the acquisition of US Foods, the
second largest distributor in the U.S.

So here to speak from the company this afternoon are President and CEO, Bill DeLaney; CFO, Chris Kreidler; and
Chief Technology Officer, Wayne Shurts. I�d like to introduce also Neil Russell, the Vice President of Investor
Relations, for a brief introduction to kick off the presentation. Neil?

Neil A. Russell

Thank you, [ph] Chris (00:49). Good afternoon, everyone. It�s our pleasure to be back at CAGNY again this year. We
certainly appreciate the partnership we�ve had with the organization over the past several years. I�ve got two things I
need to do here real quick.

The first of which is refer you to our forward-looking risk statements. They�re on the slide here in the room, of course.
They�re in our SEC filings. And for those of you listening on the Web, they�re in the PDF file that you can see on the
webcast as well.

The second of which is to introduce our three speakers. As [ph] Chris (01:19) just mentioned, we have three with us
today: Bill DeLaney, our President and CEO. Bill will offer some perspective on the market, Sysco strategic focus,
and how the proposed merger with US Foods fits within that context. Wayne Shurts is our Chief Technology Officer.
He will speak after Bill. He�ll provide an update on our business transformation technology, including recent
enhancements and rollouts; and Chris Kreidler is our Chief Financial Officer. Chris will provide a financial update on
our business transformation work and also an update for you on the merger integration planning process that�s
underway.

Edgar Filing: SYSCO CORP - Form 425

2



So with that, I�ll go ahead and introduce Bill DeLaney, our President and CEO.

William J. DeLaney

Thanks, Neil and [ph] Chris (02:04). Afternoon, everybody. It�s a real privilege for us to be back here again this year.
We�ve been here several years now and we do have a lot going on. And in the interest of that, I�m going to move to our
presentation, so we get the other speakers up here on a timely basis as well.
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Sysco, as you heard, is the leader in the foodservice industry. For those of you who maybe a little new to us,
foodservice industry is generally defined as distribution to foodservice operators where the meal is either eaten away
from home or prepared away from home. So that is our specialty. We market over 400,000 products to roughly
400,000 customers, and we have approaching 50,000 employees today.

The other thing we�re going to touch on as you heard is our pending merger with US Foods. We�re very excited about
that. We�re particularly excited about what these two companies can do together in the new Sysco post close in terms
of creating a deeper and stronger value proposition for our customers and along the way how we can operate more
efficiently as we do that.

Our business, as you heard, we do about $45 billion in sales. We operate primarily in the United States, Canada and
Ireland. We�re also an export company, by and large, the Broadline business as we call, generates about � a little over
80% of our revenue stream and probably over 90% of our profitability. And so by Broadline what I mean is that is the �
it�s just what it sounds like, so operating companies are basically can sell a full spectrum of products to their
customers. And as you can see from this map, we complement the Broadline operations with specialty companies,
which are geared more toward, say, specialty produce, specialty meats, imports, that type of thing. And we also have a
company called SYGMA, which specializes specifically on the limited menu QSR side of the business and that�s the
national platform as well.

One thing you�ll notice on this map, it reinforces I think a key part � that people new to our business would benefit from
understanding, our business is largely local. So we sell local customers. We also sell regional and national. But you
can see from the dots on the map that those are primarily Broadline companies. In the United States alone, we have 70
Broadline companies that are fully staffed, president, senior management team, full sales force, warehouse delivery
and that is totally because the decision makers for the majority of the revenue stream that runs through those operating
companies are within 100 miles, 150 miles of those facilities. So, the key continues to be, to stay close to our
customers, listen to our customers and be in a position to be nimble enough to take care of their needs on a daily and
weekly basis.

With that said, we are going through a lot of change in Sysco and where it makes sense, we�re looking to standardize
our value proposition for our customers as well to reduce some of the variability in our performance and in terms of
what our customers see from a service standpoint.

The market itself, this reflects some updated data that Technomic has provided us recently. So, we�re fortunate to work
in a very large space, a little over $250 billion market. About $230 billion of that is in the United States. We have
about a 17% share. If you�d look at us over time, you would see that we pretty consistently have grown that share
really since our formation back in 1969. We went public in 1970. So we�re looking to continue to grow our market
share growth profitably and do it in a way that we can create additional traction for our customers over time.

Strategy. The five foundation points of our strategy in terms of how we go to market are predicated on partnership,
productivity, products and services, I�ll add to that, expanding our capabilities as well as our people. So on the
partnership side, what we�re really talking about there is strengthening those relationships with both our customers and
our suppliers, and we do that every day by enhancing the service to those customers. And as I said earlier trying to
better understand what their needs are, so that we can invest in improving our capabilities in those areas.

To do that you have to be operationally excellent and that�s the strength of Sysco�s, so certainly improving productivity
across all aspects of what we do. Historically, you would tend to think of that more on warehousing, delivery that still
is an area of opportunity for us. But we�ve also invested significantly over the last two years or three years in initiatives
that will also be more productive in the selling and general administrative area of our company as well. So
customer-centric approach with very strong operational excellence foundation to support that, so in fact we do have
the ability to invest in the business.
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Along with that, historically and as we go forward, the need for innovation to allow us to better differentiate ourselves
in a very competitive marketplace that we find ourselves in today and which we expect to continue to find ourselves
in. So that differentiation can take place along product, technology, supply chain capabilities, and those are all some
big
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areas that we have several initiatives going on today; and frankly, areas that we have been able to build capabilities in
over the last several years, which has allowed us to grow and to grow profitably; certainly expansion in terms of both
of our product categories, our geography and just our capabilities in general.

So our focus today, it has been and continues to be on our core market, which generally as I said is in North America
foodservice, but along the way we certainly are looking for ways to find adjacent opportunities that would be
beneficial to our customers, as well as geographic opportunities that we think we can bring some value to and in many
instances support our customers there as well.

No company can take on the challenges and the goals that Sysco has taken on without investing in their people. We�ve
done a very nice job over the last few years bringing in several talented executives at the senior level. And I�d say over
the last 5 years or 10 years a very good job in certain areas of the company, technology, supply chain come to mind, in
particular, bringing folks in who have expertise and capabilities that we need as well.

With that said, we have opportunity. In fact, we are making good progress now and building development programs
for all of our people whether they�ve been with Sysco two years or three years and whether they�ve been there 20 years
or 25 years. We�re going through a lot of change. Those of you who follow us know that. So we need the capabilities
and the experiences that folks from the outside who are new to Sysco bring to us.

But we also need to leverage the experience of our 20-year and 25-year leaders, which we have many and which I rely
on day in and day out to run our businesses and oversee our markets and to lead our regions. So it�s a good mix of
talent and certainly a key area of emphasis for us as we go forward.

So those are the foundations, the building blocks a few of our strategy. What do we really focus on? I think what you
would expect us to be focused on growth, but growth in a profitable way and optimizing our margin management as
we do that and continuing to leverage our balance sheet, optimize our asset management, generate good cash flow.

The only way to sustain growth over the amount of time that Sysco has been in business and the only way to sustain
growth as we go forward for several years is to create enhanced differentiation at the customer level. So that can take a
form in terms of basic things like the quality of our sales force, the M&As that they�re doing with each and every day,
the capabilities of the driver, service levels, more and more the business reviews that we do with our customers,
culinary ideas that we share with our � through our executive chefs, menu planning, all those types of things are just
examples of how, over the years, we�ve enhanced our portfolio of products and services to deepen that relationship.
And frankly, it�s an area that we need to continue to invest in as the competitive market continues to be more and more
competitive, frankly.

Again, those of you who follow us know that there�s a lot of margin pressure in our industry today, in our business.
We�ve got several things going on to mitigate that margin pressure. I�ll talk about some of those initiatives in a moment,
category management, revenue management, and certainly a lot of cost initiatives.

So for us to continue to grow and for us to continue to bring value both to our customers and shareholders, we need to
do that in a profitable way and we need to always improve our productivity in every part of our business. And
certainly, cash flow is the ultimate test with how well we�re doing there.

I mentioned expanding our capabilities, this is a slide that I may have used last year. We�ve built on it a little bit. But I
just want to take a moment. It�s a good way of looking back, if you talk about the core, for example, we define the core
a lot differently today than I would have up here 5 years ago or certainly 10 years or 15 years ago.

Sysco basically started when this industry started in the 1960s, early 1970s, and we were primarily a distributor of
grocery and frozen items. Over the years, we�ve expanded our product capabilities much more in the Center of the
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Plate, fresh and frozen. We created the SYGMA company. We bought specialty produce companies, we�ve acquired
specialty meat companies, import companies, even a hotel amenity company, all in the interest of creating greater
traction and bringing greater value to our customer base, and we�ll continue to do that.

Along the way, we�ve moved from the United States, as I said, into Canada. We have good presence in Canada. We�re
the number one player there, as well as in Ireland. And we certainly have aspirations in the right way to grow beyond
that as the market dictates and as our customers ask us to go into other geographic markets.
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I mentioned the initiatives. We have a lot going on in the company today. Certainly, as I talked about the marketplace,
it is a large market, $250 billion. Just in the States alone, I mentioned $230 billion. The reality is the growth has
plateaued here in recent years. We saw that coming. So, we see growth going forward, but we see it at a more
moderate level. And in order for us to continue to excel and for us to add value, we need to do things differently to
some extent and we need to do them a lot better.

So these are just some of the things we have going on, starting with building up our marketing department, with a
particular emphasis on the customer side of it. We�ve always had pretty good product marketing, but on the customer
side we�re getting better at listening. We�re getting better at going out and getting good objective views and insights
from our customer base, both directly through our marketing folks, as well as working with our supplier partners with
category management. That all translates, as I noted a moment ago, into creating value for that customer.

So of those 400,000-plus customers, they�re all different. They have similarities, but they�re all looking for something
different from Sysco. So our challenge as one Sysco is to present ourselves in a manner that�s unique to what that
customer�s needs are. And we do that in many, many ways through our sales force, through our product offerings,
through our value-added services, both the current ones we have and even some things that we�re just developing now
through Sysco Ventures where we�re working on largely technology-based business solutions to help our customers
run their business better.

Productivity enhancements, as I�ve mentioned, you can�t grow your business, you can�t invest in your customers�
business if we don�t continue to improve our productivity, and we�ve been successful in doing that. And so, we have
significant initiatives going on. We�re about halfway through a three-year initiative right now where we�re looking to
take about $300 million of cost out of our operations throughout the entire part of our business, so operations, selling
and general and administrative, and we�re on track to do that. We�re having some good success there.

Category management might be the biggest thing we have going on inside the company. Today we�re about a year and
a half, almost two years into that. And that is all about optimizing our assortment of products and SKUs across our
enterprise based upon customer insights, working closely with our suppliers, doing it in a way that provides both
innovative ideas for our customers, but also reduces the redundancy of SKUs. So we see there�s an opportunity to grow
our business, strengthen our relationships with both our suppliers and our customers, and take cost out of the system
as we do that. And we�re having good success with that initiative as well.

As I mentioned, we�ll talk and Chris will talk in detail about integration planning that we have underway now over the
last month as it relates to the US Foods merger. That�s largely about being prepared to go forward on day one. Day one
isn�t everything, but it�s a very important day. Chris will take you through that and certainly bringing more clarity to
how we do enhance our value proposition as a combined company and the new Sysco and addressing the
organizational opportunities that we�ll have along the way.

Undergirding all that is the technology platform. Wayne is going to speak to you today and bring you up-to-date on
where we are on our ERP, working with SAP and our other third-party suppliers. But we need an end-to-end platform
to run this business more efficiently, more effectively as we see opportunities to do things better and faster. We have
plenty of data. We need to get to that data faster and make decisions faster off of that. Where we see opportunity to
maybe pull back of some things that aren�t working as well, the system will help us do that as well. And it�ll also help
us continue to expand the business through acquisition. So we�ve had some challenges along the way there, but we�re in
a very good place there today, and I think you�ll be encouraged after you hear Wayne�s presentation.

All right, let�s talk about the U.S. here for just a second and really what�s that say? Bringing together the best of both.
What does that really mean? What do I want to leave with you today? I would say this to you, if you were to sit down
with the senior team of US Foods, what they would talk to you about is becoming a great American food company.
What I would talk to you about for Sysco is our vision, which we want to be our customers�, all of our customers�, most
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valued and trusted business partner. Those visions, they�re aspirational, both companies are well on their way to
achieving them, and they�re very complementary. The only way to speed that up and do it even more effectively, or at
least the best way, is to bring these companies together and to do it in a way where we optimize the complementary
strengths of both companies.

Page 4
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So what we see out there post close is an opportunity to take what both companies do very well, whether it�s product
development, customer-facing technology as it relates to ordering product, whether it�s the traditional order in front of
a sales person, online, mobile perhaps, developing our people more effectively, bringing new people into the
organization, these are all opportunities to enhance our value proposition in the combined company in a way that
neither company could do as well on their own or certainly not as fast.

Now how do you pay for that? You pay for that through synergies. You pay for that through generating more and
more cash flow. And to do that, we need to become more efficient. So we also see opportunities there as we merge
these organizations and as we put together their respective supply chains to bring a lot of that value added in terms of
how we run the business, both from an efficiency and productivity standpoint, but also from a cost management
standpoint.

So big picture, what we see is bringing the best of both of these companies together in a manner that will allow us to
serve our customers better and do it more efficiently. Now, if there�s two things I would ask you to take away today, at
least, from my presentation that would be that.

One other way of looking at this opportunity from a Sysco perspective, I showed you the wheel earlier, sustainable
growth, operating margin, asset optimization, free cash flow. I�ll actually start at the bottom. Chris is going to go into
more detail there. We would not be able to do a transaction like this if in fact we weren�t a position to be confident that
we can continue to throw off a lot of cash if we hadn�t been disciplined over the years in terms of what acquisitions we
went after and which ones we didn�t and what we paid for them, so that we were able to keep some capacity on our
balance sheet. So I think that�s a unique opportunity that, frankly, only Sysco in this industry would have been able to
take advantage of as it relates to U.S.

Just a few of the boxes that we checked here to bring a little more specificity to it. Both companies are doing a lot of
work on customer insights, as I mentioned, both through their product work with CATMAN, as well as directly
through their marketing departments and through our sales forces, multiple channels, something that as we go forward
in this industry, we need to be more flexible, more nimble. We need to get to a point where our customers can order
product however they want, whether that�s directly with the sales person, whether it�s online at middle of the night,
whether it�s over the phone; at some point in time, cash-and-carry, that type of thing. U.S. actually has a small presence
in the cash-and-carry world right now, and we look forward to learning more about that. So it�ll help us fill out our
channels in terms of being a company that can support all the needs of our customers in whatever way they want to
purchase product from our company.

Just a little insight here. I think we had a strategy to do � we certainly have done a nice job under Chris� leadership and
others in terms of fold-in acquisitions. We struggled to do regional acquisitions. And so, obviously, this deal gives us
an opportunity to move into some markets that we don�t have a stronger presence in as we would like to and where we
think we can bring value to the customer base in those markets.

As I�ve already mentioned on the operating margin side, it�s critical that we do everything we can to mitigate some of
the margin pressures through better segmentation with our customers and by running our business better through some
of the shared efficiencies that we expect to realize through the steel.

So from a strategic standpoint as we talked about this internally, as we worked through this with our board over the
last few months, this is the circle we actually worked from. And as you can see, the only box that isn�t checked is
international, which I think speaks for itself. So we feel very good about the fit and for the strategic rationale for the
deal.

All right. In summary as it relates to the deal, customers � this is really about enhancing the value proposition for our
customers. That�s what gets us excited about the opportunity. I believe that�s what got the owners of US Foods excited
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about the opportunity, and yes, there are synergies involved and we need to realize those to pay for the deal and to
continue invest in the business, but the big opportunity here is to provide a better and deeper value proposition for all
of our customers as we go forward.
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I think if we do that or as we do that, we will definitely raise the bar for our industry and I think the industry has
always looked for Sysco to continue to raise that bar. That will be good for everyone, including our customers and our
suppliers and all of us who work in the industry.

I mentioned suppliers, we see big opportunity here. We�re already working closely with many of our suppliers today
on our CatMan work, significant opportunity here to strengthen those relationships and to make them more strategic
as we go forward. So no-brainer from an employee standpoint, there�s a lot of excitement inside Sysco today and this is
a tremendous opportunity for our folks to learn and to develop their careers in a way they would never would have the
opportunity without a deal of this size and magnitude. And clearly, there�s a lot of shareholder value in this deal. As I
said both from the synergy opportunities, but also by providing a stronger foundation for Sysco to grow from for years
to come.

So before I hand it off to Wayne here, I just want to kind of leave you with some higher level takeaways that are
broader than the deal; essentially where I see where we�re at today. As I mentioned, we�re very, very fortunate to
participate in a large market, $250-billion plus market.

We see growth in that market, but that growth will be modest and we need to continue to get better at executing our
business plans, to grow and to grow in the right way and grow in a way that�s good for our customers and good for our
suppliers.

More current, if you will, market conditions have been difficult, not challenging, they�ve been difficult over the last
few years. Weather aside and certainly some of the issues where I think many of you have come from as it relates to
weather have challenged us here in the recent weeks, the weather will ultimately pass, but we expect that the
conditions will remain challenging. But for everything that we�ve learned talking with some of our supplier partners
and working with customers and just keeping up to speed with restaurants in general, we do see optimism out there at
the consumer level. We see optimism at the foodservice operator level. So we would expect to see some gradual
pickup in the business here as the calendar year progresses.

Took you through the initiatives. We remain highly focused on improving our execution in all facets of our business,
both in terms of how we sell our products and bring our products to market as well is how we execute operationally.
And I think what you�ve heard today and what you�ve heard from me and others here in the last two years or three
years, it�s a great industry. I�ve been in it 25 years, and there�s a lot of things we do really, really well and a lot of things
our customers value. At the same time, there�s things that historically we�ve done that are not as valuable to our
customers anymore.

As a result, we are driving that significant transformational change in our company across the entire gamut of our
functional expertise and in our businesses and the whole goal there is to solidify our relationships with customers to
grow the number of those relationships and to execute more and more efficiently in everything that we do.

And I would say the US Foods merger opportunity is one that we are very excited about. We see huge complementary
strengths that we can leverage. And we look forward to the close and that we expect to take several months and Chris
will take you through that here in a few moments.

At this point, what I�d like to do is bring Wayne up. Wayne joined us about a year and one half ago as Executive Vice
President and Chief Technology Officer. And he�s going to give you an update on what�s been going on in the
technology area of Sysco, in particular SAP platform. And I look forward to him sharing his thoughts on what he saw
when he came into Sysco and how we�ve been able to advance the ball from there. Thank you.

Wayne R. Shurts
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Thanks, Bill, and good afternoon, everyone. As Bill mentioned, our technology platform is foundational to our agenda
and the initiatives we�re doing at Sysco. So this afternoon I want to bring you up to speed on where we are with our
largest, most important technology initiative, which is our ERP system and its rollout.
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So we will talk about where we were a year ago at this time, the progress that we�ve made in the last year. And then,
we�ll spend some time talking about where we go from here in terms of our ERP rollout for the rest of the calendar
year and we�ll touch briefly on a technology view of how we�re thinking about the Sysco/US Foods integration.

So a year ago, we had five of our 73 U.S. Broadline operating companies live on our ERP solution. And on most days,
the system performed well. It was capturing orders, shipping product, and invoicing customers. In October of 2012,
two weeks after I joined Sysco, we went live in two operating companies, our Dallas operating company and our West
Texas operating company, and that go live more than doubled the amount of volume that the ERP system had on it
current � at that point in time. Dallas was also our first operating company that had a predominance of national
accounts business in their portfolio. And post this October 2012 go live, we began to experience some intermittent
stability performance and functionality issues.

So these issues caused us to pause our full operating company rollouts so that we could take time to address those
issues. But while we paused, we accelerated the deployment of certain modules and functions, which allowed us to
still make progress towards our end state while we were going through the pause.

This approach, to do certain modules and functions while we were in the pause, allowed us to make progress
standardizing, centralizing and technology enabling our business processes for the U.S. Broadline. So first area we
made great progress on was CRM customer relationship management. We completed the rollout of Salesforce.com to
all of our U.S. Broadline companies.

ERP maintenance, which is a SAP maintenance module that allows us to properly and cost effectively maintain our
large fleet of trucks, we implemented and completely rolled out to all the U.S. Broadlines.

In finance, we completed the centralization of the general ledger for all of the operating companies. In HR and this
portion of HR is where we really centralize the back office support for recruiting and hiring. We�ve completed the
rollout to 53 of the operating companies and plan to be fully rolled out at the beginning of fiscal year 2015.

And in shared business services, we completed several process and performance improvement programs that
supported ERP and all of the functions deployment.

So during the pause, we made good progress accelerating certain modules and functions. But we were also primarily
focused on fixing those issues that we found post the Dallas and West Texas go live. And we are focusing on those � to
fix those not just for the next set of deployments, but really for the long term, so we could really scale our ERP
solution for all the U.S. Broadlines. So I�ll take a few minutes to talk about the work we did and the results that we�ve
seen.

As I said, on most days the ERP system worked well, but the Dallas volume did stress the system and we experienced
some intermittent stability issues. And when we had those stability issues when things went bump in the night, it also
took us a little bit longer to recover because the full end-to-end system, the interfaces between parts of the system
were not hardened. They didn�t have a lot of the smart, so the restore and restart capabilities that we needed.

So from February to October of this past year, we went out and rebuilt the infrastructure that the SAP system was
running on. We hardened those interfaces. We built in the smarts, automated them, built in a lot of the restoring and
restart capabilities, and we saw good results. Our night operation incidents were greatly reduced from six � from a
count of 6 to 1. Major incident outages were reduced 3 to 1, and our ability when something went bump in the night to
recover quickly and serve the business improved greatly.

Post Dallas, we also experienced some slow system performance and response times, and this was especially
problematic for our marketing associates, our sales reps who use the system to take orders and often are taking those
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orders in front of customers.

Also, we noticed that at peak times, the system was running very close to capacity. So we studied this issue and dug
in, and we found the chief culprit to this was the way that we were handling pricing in the system. It was really a
two-pronged problem. The pricing routine, every time we needed to do pricing itself was efficient and took a lot of
resource to do. That was the first part of the problem. The second part of the problem was we called that pricing
routine way more often than we needed to.
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So we rewrote and tuned the pricing routine, we tuned the marketing associate ordering application, and we tuned
other systems� jobs literally taking run times from hours into minutes. And the results, we significantly improved our
system speed and response time, and we significantly reduced the load on the system in peak and average times,
which gives us the ability to add more capacity and volume.

Functionality. Some will say a system can never have enough functionality, but coming out of Dallas it was apparent
that we needed to add functionality in two key areas: replenishment, which is the act of purchasing inventory for our
warehouses and restocking those warehouses that has a direct correlation to our customer service levels. And the
second area was in national accounts. I mentioned Dallas had a predominance of national accounts. We needed
additional functionality around national accounts, the catalog functionality that they needed, as well the reporting back
to the customers.

So we simplified and improved the replenishment systems and processes. We pulled together a National Account
SWAT team that looked at all of the missing functionality gaps that our national accounts needed. And then we
delivered multiple ERP releases with over 1,800 enhancements in this time that really closed those gaps.

We also looked at how we trained our operating company folks and improved the training, both in content, design,
and in timing. We�ve moved more of that timing � more of the training closer to go-live, so it was fresh in folks� mind.

And we were happy with the results. Our customer service levels rebounded in all of the operating companies in the
system. Our merchandisers, the folks who do replenishment, their satisfaction increased. Marketing associates enjoyed
the new speed of the system. And talking to our customers, we closed the gap on much of our national account issues
and their satisfaction increased.

So during the pause, we did three major releases aimed at fixing the issues that I just mentioned. And we measured
each one of those releases. We had specific metrics that were designed to measure performance, response time,
functionality, so that we could really know if the changes we were making were giving us the stability, performance,
scalability and functionality improvements that we were looking for. And after looking at those metrics and convinced
that we had, we restarted our operating company rollout. This past November we went live in our Idaho operating
company. And just 12 weeks later, we went live in both our Vegas and Arizona operating companies. These three
go-lives went very well. They�ve been our smoothest to-date. And the system performed extremely well.

It�s important to note that the volume of those three operating companies was more than Dallas and West Texas. So
when we put that added volume on, the system performed as we expected it to. And with that confidence, we will
head to New Orleans and Denver in April to roll out there as well.

So we�ve accomplished much in the last year. And is the work over? No. Is there more to do? Certainly, yes. But we
are in a dramatically better place today than we were a year ago.

So where do we go from here? We�ll continue to mature the ERP system this calendar year. In the first half of the year,
we�ll implement a major performance enhancement, again targeted at pricing. And we expect that to have a dramatic
increase on our performance and our ability to scale. We will continue to roll out to more operating companies. Again,
we will have a steady diet of functional enhancements.

In the second half of this calendar year, we will do an SAP version upgrade. So again, the work � there�s more work
enhancements and maturing of the ERP system to do, but we feel very good about where we are.

Moving on to integration planning with US Foods. In the near, term we envision building an Interim Unifying
Platform that will basically join up the legacy systems of both companies. A lot of this focus will be on harmonizing
the master data across the two legacy environments, most importantly customer, item, and vendor. It will also give us
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the ability to get data out and report. And this Interim Unifying Platform will serve as the connective tissue, if you
will, between those two legacy systems that will enable us to deliver consistent pricing, service and reporting to our
customers. And we believe this is a very viable way to operate the business as we migrate towards our targeted end
state.
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And that targeted end state is envisioned to be Sysco�s ERP solution that we just talked through and we feel confident
about, and we will continue to mature and perfect it. And we will also leverage US Foods� well regarded
customer-facing online mobile solution. The strategy here is real simple: both companies have made major efforts and
major investments in the past few years, Sysco on the backend with our ERP system, US Foods on the frontend with
their customer-facing application. And the strategy here is to bring those two together for I think a really powerful
benefit for our customers.

So thank you for your time, and I will pass it on to our Chief Financial Officer, Chris Kreidler.

Robert Chris Kreidler

Good afternoon. So, Wayne gave you a good update of where we are on our business transformation as far as the
technology platform is concerned. I thought I�d start off by covering the other aspects of business transformation.

So as a reminder for those of you that have covered us, there�s really three elements of our business transformation, the
journey we�ve been on here for the last few years. One is the technology platform. That�s the one you see over there on
the right-hand side of the slide and that�s where we�re spending all the money. And then the other two is where we�re
trying to accrue or accumulate cost savings. So the left-hand box there, lower product costs by $250 million to $300
million, that middle box reducing our cost structure by $300 million to $350 million. I�ll give you an update here of
where we stand on all those. But we expect to achieve $550 million to $650 million annually of cost savings through
these initiatives. And the box on the upper right-hand side, a reminder, we expect to spend $300 million to $350
million achieving those results, primarily spending against our business transfer or the technology platform portion of
our business transformation.

Now we�ve said that we�d ramp up these savings over three years. Fiscal 2013 being the first of those three years, we
said we�d achieve about 25% of the savings. Fiscal 2014, the year we�re halfway through now. We said we�d achieve
50% to 70% of those savings, then we�d get all of them by fiscal 2015.

So last year, we talked about our progress to-date. So after the first year, which was fiscal 2013, this would have been
a June 30 ending basically, the first full-year, we were ahead of our plan. We were in good shape. You can see the
orange box is what we expected to achieve in the first year. We started filling up the blue box, if you will. So we were
ahead of our plan. We were feeling pretty good.

As we look at our 18-month progress, right, we�re still in good shape. We�re still ahead of our plan. We should fill up
that blue box and overachieve for the second year of our business transformation the benefits part or the benefits
realization part of that plan.

And we�ve accomplished a lot and I don�t want to repetitive to some of the stuff that Bill and Wayne have actually
already talked about, but on the reduced cost structure some of the things he�s talked about, so the strategic sales
initiatives, the rollout of the CRM, some of the accelerated rollout of the SAP modules for maintenance in HR, the
centralization of the general ledger for finance, those types of things we were able to get ahead of and start achieving
some cost savings there. Restructuring our benefits plan and our retirement plans as painful as that was, we were able
to get that done fairly early in the process and we restructured the IT organization and function as well. Got more
work to do on the operation side. You can see listed there. We�ve got scorecards that need to go out to help us share
best practices in our warehouse and around delivery and accelerate the routing and fleet to optimization programs that
we put into place as well.

On lower product cost, we spent the first year as we said we would, building the teams and the processes to start going
down the path of category management with a lot of progress, but you don�t see that kind of progress in the numbers,
because you�re building the teams and the processes. We rolled out the pilot. We rolled wave one. It�s substantially
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rolled out at this point. Learned a lot from both. We�ll roll out the second wave on the second half of this year. And
we�ll start to have some real progress, we believe, in our category management initiative by the end of this fiscal year.
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We�re almost certainly going to exceed our second year target. We just have to fill up the rest of the blue box. We�ll
more than likely over-achieve that. And we remain confident that we�ll achieve the third year as well, given that we�re
pretty far ahead of where we expected to be at this point in time.

So let me switch gears now and go from business transformation, the things that we�ve been doing on our own strategic
initiatives to the US Foods merger.

As Bill mentioned, this is a great transaction for our customers. Our industry is rapidly evolving, changing constantly
and very quickly these days, and it�s fiercely competitive. We talk about this pretty much every single quarter. This
transaction is going to make us a lot more efficient. It�s going to allow us to be able to offer our customers more
innovation, value-added products, better business solutions, and enhanced technology � a lot of things that will be
value-added to our customers. And all the while we�re going to be taking a significant amount of cost out of the
system. It�s great for our customers and it�s also, we believe, great for our shareholders.

So let me remind you first the transaction structure around the financials. So the transaction was valued, when we
announced it, at approximately $8.2 billion and you�ll see � some of you have seen this slide before, we�ll pay an equity
approximately $3 billion of that. The holders or the owners of US Foods will get about 87 million shares of stock,
roughly 13%, and each get one board seat on Sysco�s Board of Directors.

We�ll pay about $0.5 billion in cash, and then we�ll assume or refinance all of the debt, which at the time was about
$4.7 billion. When we announced the deal, it was at roughly the same trading multiple that Sysco was trading at the
time, represented about 10 times their last 12 months EBITDA as they had reported it, which was about $826 million.

Now we�ve begun the process already of thinking about the financing of this transaction. We�ve expanded our credit
facility from $1 billion to $1.5 billion is step number one, and we�ve already done some interest rate hedging on about
$2 billion of the permanent financing that will come over the next few months, and we�ll look for the right
opportunities to access the market to put in the rest of the financing structure.

As I said, while the deal will be beneficial to our customers, it�s also going to be beneficial to our shareholders. We
believe it will be accretive in the first year when you exclude the transaction costs, where we believe there�s at least
$600 million of synergies. I�ll spend a few minutes on those here in a second. We think that number is realistic, and we
think it�s attainable. We�ll get those synergies over three years to four years. It�s going to take a little bit of time to do it
the right way and a way that doesn�t impact our customers negatively.

And we�ll spend money to get those synergies, as you typically do. We�ve estimated about $700 million to $800 million
of cost to achieve those annual synergies. Those will be spread out over about three years. There�ll be some additional
capital cost. We think that we�ve got those within the budgets of the two companies already, but we�re doing that work
now to see how much additional capital will need to be spent to achieve some of these synergies as well.

Now we�ve initially broken the synergies down into five areas. I�ll talk about them here and on the next slide as well.
Distribution network, general and administrative costs, cost of goods sold, warehouse and distribution productivity,
and selling and field productivity.

Now the current estimates, the $600 million that we put out there, at least, $600 million, we feel good about. It was
done both top-down and bottom up, but it was generally built upon what we�ll call public information. The knowledge
that we had at the time we were doing the due diligence. The team that�s been built, which I�ll talk about here in a
second to conduct the integration planning, now has people from both companies involved. We�ve got data from both
companies to the extent that it�s allowed and we�re working to build those synergies from the bottom up and the
top-down, again, both to verify all the numbers and hopefully, to find some additional synergies in areas that we knew
were there, but we couldn�t actually make educated guesses on during the due diligence process.
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So let�s go into a little more detail on these five areas of cost synergies; some of the things that we�ll expect to look at,
where we expect to get some savings. I�ll start in the upper left there, the distribution network. So we know we�re going
to have the opportunity to rationalize the network, the footprint of all of our buildings.

Page 10
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We also know we�ll have the opportunity to consolidate delivery routes, to make our routing more efficient. Go down
counterclockwise under selling and field productivity, we�re going to be able to leverage one sales model. Theirs is not
exactly the same as ours, and we�re going to be able to take the best of both of those and leverage one sales model.
Also, we�ll be able to combine the e-commerce and social media work that both companies have been moving forward
on. We�ll be able to combine that into one and make it more powerful for our customers.

Continuing to move around warehouse and distribution productivity. We�ve got best practices in some of our
warehouses. They do some great things in some of their warehouses. We�re going to be able to share those best
practices and get the best of both as we do that. Technology-driven efficiencies, we�ve been at this game for a long
time. We spend money where it�s necessary to get more efficiencies in our warehouses. We think we�re going to able to
take some of that knowledge and apply it to some of the warehouses for US Foods. Don�t get me wrong, they do some
great things in their warehouses as well. And then we now we�re going to have an opportunity with inbound freight.

Continuing around cost of goods sold. We�ve got two category management projects going on. We�ve been doing one.
They�ve been doing one. We�re going to, again, be able to merge those and get the best of both and leverage our
combined spend for additional savings.

And then, of course, at the top, general and administrative, we know we�re going to have some overlaps, some
duplicative resources and we�ll find the right way to work it down those duplicative resources over time and get the
savings. So while we�re not yet ready to talk about how much cost synergy we�re going to find in each of these buckets,
we are confident that there�s a substantial amount in each of the buckets. And we�ll come back with more information
as we get more information from our additional processes, from integration planning here over the next few weeks and
months.

So what are the next steps in the process? First, internally, we�ve announced and we�ve built out now the integration
planning team and I�ll actually show you a visual representation of that here in a second. It�s fully staffed with key
employees from both companies. We�ve enlisted the help of McKinsey. They�ve got a small army of people in our
offices. They have vast experience doing these types of large complex merger integrations. They�ve been very helpful
to us already. And again, I believe with their help and with the dedication from all the teams, we�re going to have a
successful integration.

Externally, the regulatory review process has begun. We�ve said it will take six months to nine months. It is the FTC
that�s conducting the review. We expect the collaborative process with the FTC. It�s not going to go fast, but it�ll be
collaborative along the way.

Now as an update we did hear just now � a couple of hours ago from the FTC as expected, we�ve gotten their second
request for information. It�s a normal part of the process. Something we were expecting and we�ll now go about
fulfilling the second request for information. We�re confident that as the FTC learns more and more about our industry
and how it operates, they�re going to see what we already see. It�s a fiercely competitive industry and this transaction �
even after this transaction, the customers are going to have a tremendous amount of choice out there in terms of who
they do business with.

So let�s spend a minute talking about the integration planning team. And then it kind of looks like an org chart. We
don�t really call it that. It�s more of an architecture for how we�re managing the process of integration. This looks
complex and the integration process is complex, but we are feeling more and more confident with how we�re going to
manage this process through the next three months.

So at the top of this process is steering committee. Bill DeLaney chairs it and its executives from both companies.
They�re there to make some of the key decisions about how we�re going to put these two companies together, how we�re
going to define the aspects of how we go to market in some of the processes that are completely different, how we�re
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going to come up with the right process for both companies.

My role is right beneath there, as I take over the integration leadership role. And then there�s a integration management
office that�s been constructed next, which is again executives from both companies working together to plan all aspects
of the merger, help us understand where the synergies are and actually be responsible for tracking those synergies as
we go forward.

Page 11
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You see four vertical orange tracks there and we call those tracks. These are the four tracks that we have defined
everything we�re doing in: so merchandising, product marketing, sales, operations, and then corporate functions. We
have leaders that are overseeing, very senior leaders from both companies overseeing the work that�s going on in these
tracks. And then underneath each track, we have business teams, which are sub-parts of each of these tracks. We have
over 20 business teams, again, fully staffed with people that are going to work on three goals for each team: one,
preparing us on day one, so the day that we close, preparing us to put these two companies together so that we don�t
drop any balls and we can service our customers with even better service than before.

Secondly is identifying the synergies and understanding how we�re going to go after those synergies. And then third,
redesigning organizations and processes as necessary into the future. So that�s what everybody is focused on on each of
the business teams and they�re getting support from those green teams at the bottom. These are cross-functional teams
that are there to support everything that all the business teams are doing. It�s a large number of people involved, it�s a
lot of planning work to be done, so that we can hit the ground running.

So stepping back, Bill shared this slide with you about our key strategic areas of focus � sustainable profitable growth,
operating margin, asset optimization, generation of free cash flow. All of our strategic initiatives, including this
merger with US Foods, are targeted towards achieving these. And as I shared with you at this meeting last year, when
we execute well, we can return tremendous upside opportunity to our shareholders.

Now this is not an updated slide. It�s exactly the slide that I shared last year. It showed how much cash we expected to
deliver over the next five years, how we would spend an estimated amount of that cash, reinvesting it in the business
on capital, on acquisitions, how we would distribute some of it to our shareholders through dividends as well as share
repurchases. And then how much cash would be left over for strategic opportunities. We thought it would be about $3
billion. But then we also showed the leverage capability of this company because of the strength of our cash and the
strength of our balance sheet.

We presented this slide to illustrate our ability and our willingness to use our balance sheet for the right strategic
opportunity. We�ve now done that or we�re at least in the process of doing that through this merger. But as we update
this chart, and we will, as we grow that left-hand blue bar and show what we now believe our cash generation
capability will be over the next five years with US Foods as part of the Sysco family, we�ll adjust all these other boxes,
we�ll see an additional amount of remaining cash and we�ll see tremendous leverage capability. All to point out that we
still have, we will still have a rock-solid balance sheet to act on the next strategic opportunity when we see it and
when we�re prepared for it. So this is part of the evolution of Sysco.

So in summary, I think it�s an understatement for those of us inside the company that we live in challenging and
interesting times. It�s very exciting around the company right now, and it�s very fast-paced. We�re very encouraged by
the progress we�re making on our initiatives. It�s a tough industry right now. We�re controlling the stuff that we can
control, and we feel very good about the work we�re doing on those initiatives.

The proposed merger has everybody very excited and it�s going to present even better and greater opportunities for our
customers, our employees, and the rest of our stakeholders. And we�re very well-positioned for the future with the
management team that Bill has built up over the last few years, the cash flow generation capability that we�ve
continued to improve over the last few years, the technological progress we�ve made certainly over the last year, which
has made us much more confident as we go forward, and our ability to continue to reinvest in our business and our
business strategies.

Thank you very much for your time.

Q&A
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<A - Neil A. Russell>: So I�m going to help manage the Q&A process. We still got a few minutes left, and as the
microphones are making their way around here, maybe we can just go ahead and start with one topic that I know is
certainly on everyone�s mind and Chris was just ending on some of it, so, Bill, do we maybe just want to start with
some perspective on the review process with the FTC from the management�s point of view?

Page 12

Edgar Filing: SYSCO CORP - Form 425

25



<A - William J. DeLaney>: Yeah. I think it�d be good. Appreciate the opportunity to do that. Can you all hear me
okay? So as Chris mentioned, we did get our second request today, totally anticipated. As we�ve said since we
announced the deal back in early December, we expect to work through this over the next several months with the
FTC. We expect that to be a very cooperative, collaborative experience. And we�re optimistic about closing the deal
within that timeframe.

I think what I would add today, given the audience, there�s been some articles in the press and that type of thing in
terms of concerns about pricing, concerns about number one and number two. And I think as we have the opportunity
to sit down and discuss this with the FTC and discuss it ongoingly with our customers and some of you, I think you�ll
see the conversation turn. And I think the key points I would leave with you there, one of which I mentioned in my
presentation, this business that we�re in, it�s like Tip O�Neill used to talk about with politics, it�s highly local, all right.
And that�s why we�re organized the way we are and that�s our history. And the customers, the majority of our business,
we support locally.

And the key point there is, those customers today have a lot of choices in terms who they buy product from and they�re
going to have a lot of choices after this deal closes in terms of who they buy product from.

Technomics (sic) [Technomic] would tell you that many foodservice operators today buy from up to 12 different
suppliers. I would tell you from my experience, it�s not unusual for customers to buy from two or three Broadliners and
a couple, three more specialty companies as well. And in the world we live in today, they have options for club stores
and cash-and-carry, and certainly the online Amazon model is percolating out there as well.

So we really believe that not only will we be able to provide enhanced services and capabilities and help our
customers run their businesses better and that we need to get more efficient to be able to do that, but we totally believe
that our customers will continue to have a lot of choices going forward.

For the business that isn�t local, we do service some very large customers, nationals, some large regionals. I would tell
you that we have great relationships with those folks. They tend to award that business by market or by region,
sometimes by business segment, and they will often work with specialty distributors as well. So we will have good
dialogs with them going forward, and I think we�ll be able to make the case to those customers and to the FTC that this
merger is in their best interest.

I would also add that those larger customers are very sophisticated customers. They have strong purchasing groups.
And from a pricing perspective, they tend to negotiate the bulk of their volume directly with suppliers, so pricing
would be less of an issue on that front.

So again, appreciate the opportunity to have a chance to give you our perspective on that as we enter into this process.

<A - Neil A. Russell>: Okay. I know there�s some microphones in the front.

<Q>: Thank you. Your comments about the merger clearly are true because your business seems to be more
competitive now than it was, let�s say, 10 years ago. Can you maybe tell us a few of the factors of why that would be
because 10 years ago you talked about all the reasons why the business was so attractive at that time?

<A - William J. DeLaney>: Yeah, I would say the biggest reason is just the growth trajectory for the industry. So if
you go back 10 years or 15 years, the industry was growing real 4%, 5%, maybe 6%. And so I�ve worked in two
different markets. I probably shared this with this group in the past, but I�ve worked in Upstate New York and I�ve
worked in the Carolinas. So Upstate New York was good experience for where we�re at today, which is basically it�s
very competitive, there�s not a lot of growth, and to grow you need to take cases from the other guy. That�s good for our
customers, but it does put pressure on margins.
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So I would say that the competitive landscape has been exacerbated just by the challenges of growth that we�re having
in the industry today.
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<Q>: So away from home, consumption is going to probably continue to be flat as a total share, maybe even decline
further. So for the next 10 years, maybe not, still not as good even with the merger. Is that right?

<A - William J. DeLaney>: Well, we believe � look, we�ve talked about the markets. Let�s say the U.S. market about
$230 billion. There�s going to be some ups and downs, and we�re in one of those crop periods right now, we think, but
we see growth. We just don�t see the level of growth that we saw 10 years, 12 years ago, but our model is based around
one point, give or take, of real growth. You put some pricing on that and if we can continue to take share the right
way, we grow 4% to 6%. So we definitely see opportunities for growth, but we have to be much more targeted in how
we go at that opportunity today.

<Q>: Could you give us an update on how you analyze the overlap in the potential customer base or the existing
customer base, and how much you expect you might have to give up when the deal is done?

<A - William J. DeLaney>: Yeah. I�ll start and I�ll let Chris add comments to that. So as you can appreciate, when you
have the two leaders in the industry in a public-type deal like, there is not a lot of information, detail-sensitive
information you have access to, but we certainly know each other very well. So we have a sense for what the overlap
is generally and what we did is we ran different models and scenarios on our ability to retain that business through the
transition period.

And I would also tell you that we�re quite confident that even if there is some disruption, we expect some as we go
through the transition period post close. With the things that we�re going to bring to the business as a combined entity,
we would certainly hope to earn a lot of that business back over time. So there�s overlap, but perhaps not quite as much
as you might think in terms of day in and day out customer interaction.

<A - Robert Chris Kreidler>: Yeah. Unfortunately, the only thing I can add is not going to be helpful, which is we�ve
gotten a great education about what we can and cannot share with each other during the pending integration planning
process and that�s information frankly we won�t even have access to till after closing. So we�ve done various surveys.
We�ve got a feel for it, as Bill says, but we can�t compare that type of information. The watchword for this is we are and
we�ll remain fierce competitors in the market till the day this deal closes and there are certain things we can do in the
way of planning together, but we can�t share a lot of data. So unfortunately, we�re not going to be able to provide a lot
of insight on that one till we get to the end.

<A - William J. DeLaney>: Certainly, one of the keys is the relationship that our marketing associates, U.S. calls
them TMs, that our sales associates have with their customers, and we�re very focused on doing everything we can to
retain all of our current sales force as we go through this transition period.

<Q>: One more, Neil?

<A - Neil A. Russell>: I think maybe we have time for just one more if there�s one out there, or not.

Unverified Participant

We can move to the breakout session then. So thank you, again, to Sysco and thanks for your presentation.
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General and administrative

  906,505   401,441 

Total operating expenses

  1,344,509   805,070          

Loss from operations

  (1,296,909)  (701,646)         

Other income:

Interest income

  630   1,192          

Net loss

 $(1,296,279) $(700,454)         

Basic and diluted:

Loss per common share

 $(0.04) $(0.02)

Weighted average shares outstanding

  34,599,625   31,950,813 

See accompanying notes to condensed consolidated financial statements.
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GEOVAX LABS,
INC.

CONDENSED
CONSOLIDATED
STATEMENTS
OF CASH FLOWS

(Unaudited)

Three Months Ended
March 31,
2016 2015

Cash flows from operating activities:
Net loss $(1,296,279) $(700,454 )
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 7,195 7,234
Stock-based compensation expense 483,485 16,902
Changes in assets and liabilities:
Grant funds receivable 119,978 31,386
Prepaid expenses and other current assets 17,102 (3,657 )
Accounts payable and accrued expenses 39,455 29,707
Total adjustments 667,215 81,572
Net cash used in operating activities (629,064 ) (618,882 )

Cash flows from investing activities:
Purchase of property and equipment - (15,850 )
Net cash used in investing activities - (15,850 )

Cash flows from financing activities:
Net proceeds from sale of preferred stock - 2,679,809
Net proceeds from sale of common stock 238,198 -
Net cash provided by financing activities 238,198 2,679,809

Net increase (decrease) in cash and cash equivalents (390,866 ) 2,045,077
Cash and cash equivalents at beginning of period 1,060,348 1,101,651

Cash and cash equivalents at end of period $669,482 $3,146,728

Supplemental disclosure of cash flow information:

During the three months ended March 31, 2016, 132 shares of Series C Convertible Preferred Stock were converted
into 1,400,000 shares of common stock (Note 7).
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See accompanying notes to condensed consolidated financial statements.
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GEOVAX LABS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2016

(unaudited)

1.     Description of Business

GeoVax Labs, Inc. (“GeoVax” or the “Company”), is a clinical-stage biotechnology company developing human vaccines
using our novel vaccine platform. Our vaccine delivery technology generates virus-like particles (VLPs) that are
effective at eliciting safe and effective immune responses. Our current development programs are focused on vaccines
against Human Immunodeficiency Virus (HIV), hemorrhagic fever viruses (Ebola, Marburg, and Lassa) and Zika
virus, and for use in cancer immunotherapy. We believe our technology and vaccine development expertise is
well-suited for a variety of human infectious diseases and we intend to pursue further expansion of our product
pipeline. Our HIV vaccine technology was developed in collaboration with Emory University, the National Institutes
of Health (NIH), and the Centers for Disease Control and Prevention (CDC) and is exclusively licensed to us. GeoVax
is incorporated under the laws of the State of Delaware and our principal offices are located in Smyrna, Georgia
(metropolitan Atlanta area).

Our vaccine development activities have been, and continue to be, financially supported by the U.S. government. This
support has been both in the form of research grants awarded directly to us, as well as indirect support for preclinical
animals studies and for the conduct of our human clinical trials.

We operate in a highly regulated and competitive environment. The manufacturing and marketing of pharmaceutical
products require approval from, and are subject to, ongoing oversight by the Food and Drug Administration (FDA) in
the United States, by the European Medicines Agency (EMA) in the European Union, and by comparable agencies in
other countries. Obtaining approval for a new pharmaceutical product is never certain and may take many years and
may involve expenditure of substantial resources. Our goal is to build a profitable company by generating income
from products we develop and commercialize, either alone or with one or more potential strategic partners.

GeoVax is incorporated under the laws of the State of Delaware and our principal offices are located in Smyrna,
Georgia (metropolitan Atlanta area).
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2.     Basis of Presentation

The accompanying condensed consolidated financial statements at March 31, 2016 and for the three month periods
ended March 31, 2016 and 2015 are unaudited, but include all adjustments, consisting of normal recurring entries,
which we believe to be necessary for a fair presentation of the dates and periods presented. Interim results are not
necessarily indicative of results for a full year. The financial statements should be read in conjunction with our audited
financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2015. We expect
our operating results to fluctuate for the foreseeable future; therefore, period-to-period comparisons should not be
relied upon as predictive of the results in future periods.

Our financial statements have been prepared assuming that we will continue as a going concern, which contemplates
realization of assets and the satisfaction of liabilities in the normal course of business for the twelve-month period
following the date of the financial statements. We are devoting substantially all of our present efforts to research and
development of our vaccine candidates. We have funded our activities to date from government grants and clinical
trial assistance, and from sales of our equity securities. We will continue to require substantial funds to continue these
activities.

We believe that our existing cash resources and grant commitments will be sufficient to fund our planned operations
through the third quarter of 2016, but due to our history of operating losses and our continuing need for capital to
conduct our research and development activities, there is substantial doubt concerning our ability to operate as a going
concern beyond that date. We are currently exploring sources of capital through government grants and clinical trial
support and through philanthropic foundation support. We may also secure additional funds through sales of our
equity securities or the exercise of currently outstanding stock purchase warrants. Management believes that it will be
successful in securing the additional capital required to continue the Company’s planned operations, but that its plans
do not fully alleviate the substantial doubt about the Company’s ability to operate as a going concern. Additional
funding may not be available on favorable terms or at all. If we fail to obtain additional capital when needed, we may
be required to delay, scale back, or eliminate some or all of our research and development programs as well as reduce
our general and administrative expenses.

3.     Significant Accounting Policies and Recent Accounting Pronouncements

We disclosed in Note 2 to our financial statements included in our Annual Report on Form 10-K for the year ended
December 31, 2015 those accounting policies that we consider significant in determining our results of operations and
financial position. There have been no material changes to, or in the application of, the accounting policies previously
identified and described in the Form 10-K.
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In March 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update 2016-09,
Improvements to Employee Share-Based Payment Accounting (“ASU 2016-09”), which amends Accounting Standards
Codification Topic 718, Compensation – Stock Compensation. ASU 2016-09 is an attempt to simplify several aspects
of the accounting for share-based payment transactions, including the income tax consequences, classification of
awards as either equity or liabilities, and classification on the statement of cash flows. ASU 2016-09 is effective for
the Company beginning in 2017 and allows for early adoption. We are currently evaluating the impact of the adoption
of ASU 2016-09 on our financial statements.

There have been no other recent accounting pronouncements or changes in accounting pronouncements during the
three months ended March 31, 2016, as compared to the recent accounting pronouncements described in our Annual
Report on Form 10-K for the fiscal year ended December 31, 2015, which we expect to have a material impact on our
financial statements.

4.     Basic and Diluted Loss Per Common Share

Basic net loss per share is computed using the weighted-average number of common shares outstanding during the
period. Diluted net loss per share is computed using the weighted-average number of common shares and potentially
dilutive common share equivalents outstanding during the period. Potentially dilutive common share equivalents
consist of convertible preferred stock, stock options and stock purchase warrants. Common share equivalents which
potentially could dilute basic earnings per share in the future, and which were excluded from the computation of
diluted loss per share, as the effect would be anti-dilutive, totaled approximately 85.2 million and 74.6 million shares
at March 31, 2016 and 2015, respectively.

5.     Property and Equipment

Property and equipment as shown on the accompanying Condensed Consolidated Balance Sheets is composed of the
following as of March 31, 2016 and December 31, 2015:

March 31,

2016

December
31,

2015
Laboratory equipment $525,956 $525,956
Leasehold improvements 115,605 115,605
Other furniture, fixtures & equipment 28,685 28,685
Total property and equipment 670,246 670,246
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Accumulated depreciation and amortization (593,833) (586,638)
Property and equipment, net $76,413 $83,608

6.     Commitments

Lease Agreement

We lease approximately 8,400 square feet of office and laboratory space located in Smyrna, Georgia (metropolitan
Atlanta), pursuant to an operating lease which expires on December 31, 2016, with an additional 12-month renewal
option. As of March 31, 2016, our future minimum lease payments for the current lease term (not including the
renewal period) total $111,782 for the remainder of 2016.

Other Commitments

In the normal course of business, we may enter into various firm purchase commitments related to production and
testing of our vaccine material, conduct of our clinical trials, and other research-related activities. As of March 31,
2016, we had approximately $5,000 of unrecorded outstanding purchase commitments to our vendors and
subcontractors, all of which we expect will be due in 2016.

7.     Stockholders’ Equity

Preferred Stock Transactions

During January and February 2016 we issued an aggregate of 1,400,000 shares of our common stock related to
conversions of 132 shares our Series C Convertible Preferred Stock. As of March 31, 2016, there are 100 shares of our
Series B Convertible Preferred Stock outstanding, and 2,868 shares of our Series C Convertible Preferred Stock
outstanding, convertible into 285,714 and 30,460,662 shares of our common stock, respectively.

5
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Common Stock Transactions

In addition to common stock issued pursuant to the conversion of our Series C Convertible Preferred Stock described
above, in February 2016 we issued an aggregate of 3,664,588 shares of our common stock related to exercises of stock
purchase warrants as described below.

Stock Options

We maintain a stock option plan that provides the Board of Directors broad discretion in creating equity incentives for
employees, officers, directors and consultants. The following table presents a summary of stock option transactions
during the three months ended March 31, 2016:

Number of
Shares

Weighted
Average

Exercise
Price

Outstanding at December 31, 2015 1,705,500 $ 2.41
Granted -- --
Exercised -- --
Forfeited or expired -- --
Outstanding at March 31, 2016 1,705,500 $ 2.41
Exercisable at March 31, 2016 915,561 $ 4.35

Stock Purchase Warrants

The following table presents a summary of stock purchase warrant transactions during the three months ended March
31, 2016:

Number of
Shares

Weighted
Average

Exercise
Price

Outstanding at December 31, 2015 56,442,157 $ 0.14
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Granted -- --
Exercised (3,664,588 ) 0.065
Forfeited or expired -- --
Outstanding at March 31, 2016 52,777,569 $ 0.14
Exercisable at March 31, 2016 39,775,491 $ 0.15

On February 15, 2016, we entered into an agreement with certain warrant holders (the “Holders”) with respect to
amending the terms of our Series E Warrants. Pursuant to the agreement, we agreed to extend the term of the Series E
Warrants to August 27, 2016, and we agreed to the payment to each Holder of a warrant exercise fee of $0.02916 per
share for each share purchased upon exercise of the Series E Warrants. The Holders agreed to promptly exercise an
aggregate of 3,664,588 Series E Warrants, for which we received $238,198 in total net proceeds (after deduction of
the warrant exercise fee). We recorded non-cash general and administrative expense of $469,799 associated with the
warrant modifications.

Stock-Based Compensation Expense

As described above, during the three month period ended March 31, 2016, we recorded $238,198 of stock-based
compensation expense related to warrant modifications. During the three month periods ended March 31, 2016 and
2015, we recorded stock-based compensation expense related to stock options of $13,686 and $16,902, respectively.
Stock-based compensation expense related to stock options is recognized on a straight-line basis over the requisite
service period for the award and is allocated to research and development expense or general and administrative
expense based upon the related employee classification. As of March 31, 2016, there was $81,658 of unrecognized
compensation expense related to stock options, which is expected to be recognized over a weighted average period of
2.0 years.

Common Stock Reserved

A summary of our common stock reserved for future issuance is as follows as of March 31, 2016:

Series B Convertible Preferred Stock 285,714
Series C Convertible Preferred Stock 30,460,663
Common Stock Purchase Warrants 52,777,569
Equity Incentive Plans 1,722,529
Total 85,246,475

8.     Income Taxes
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Because of our historically significant net operating losses, we have not paid income taxes since inception. We
maintain deferred tax assets that reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. These deferred
tax assets are comprised primarily of net operating loss carryforwards and also include amounts relating to
nonqualified stock options and research and development credits. The net deferred tax asset has been fully offset by a
valuation allowance because of the uncertainty of our future profitability and our ability to utilize the deferred tax
assets. Utilization of operating losses and credits will be subject to substantial annual limitations due to ownership
change provisions of Section 382 of the Internal Revenue Code. The annual limitation will result in the expiration of
net operating losses and credits before utilization.

6
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9.     Government Grants

We record revenue associated with government grants as the related costs and expenses are incurred and such revenue
is reported as a separate line item in our statements of operations. Grant revenues recorded during the three months
ended March 31, 2016 and 2015 relate to grants from the NIH in support of our HIV vaccine development activities.
There is $52,869 in approved grant funds remaining and available for use as of March 31, 2016, which we anticipate
recognizing as revenue during the remainder of 2016.

In April 2016, the NIH awarded us a Small Business Innovative Research (SBIR) grant entitled “Enhancing Protective
Antibody Responses for a DNA/MVA HIV Vaccine.” The initial grant award was $740,456 for the first year of a two
year project period beginning April 15, 2016, with a total budget of $1,398,615.

10.     Related Party Transactions

We are obligated to reimburse Emory University (a significant stockholder of the Company) for certain prior and
ongoing costs in connection with the filing, prosecution and maintenance of patent applications subject to our
technology license agreement from Emory. During the three months ended March 31, 2016 and 2015, we recorded
$58,001 and $41,315, respectively, of general and administrative expense associated with these patent cost
reimbursements to Emory.

Item 2     Management’s Discussion and Analysis of Financial Condition And Results of Operations

FORWARD LOOKING STATEMENTS

In addition to historical information, the information included in this Form 10-Q contains forward-looking
statements. Forward-looking statements involve numerous risks and uncertainties, including but not limited to the risk
factors set forth under the heading “Risk Factors” in the Annual Report on Form 10-K for the year ended December
31, 2015, and should not be relied upon as predictions of future events. Certain such forward-looking statements can
be identified by the use of forward-looking terminology such as ‘‘believes,’’ ‘‘expects,’’ ‘‘may,’’ ‘‘will,’’ ‘‘should,’’ ‘‘seeks,’’
‘‘approximately,” ‘‘intends,’’ ‘‘plans,’’ ‘‘pro forma,’’ ‘‘estimates,’’ or ‘‘anticipates’’ or other variations thereof or
comparable terminology, or by discussions of strategy, plans or intentions. Such forward-looking statements are
necessarily dependent on assumptions, data or methods that may be incorrect or imprecise and may be incapable of
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being realized. The following factors, among others, could cause actual results and future events to differ materially
from those set forth or contemplated in the forward-looking statements:

●whether we can raise additional capital as and when we need it;
●whether we are successful in developing our products;
●whether we are able to obtain regulatory approvals in the United States and other countries for sale of our products;
●whether we can compete successfully with others in our market; and

● whether we are adversely affected in our efforts to raise cash by the volatility and disruption of local and
national economic, credit and capital markets and the economy in general.

Readers are cautioned not to place undue reliance on forward-looking statements, which reflect our management’s
analysis only. We assume no obligation to update forward-looking statements.

Overview

GeoVax is a clinical-stage biotechnology company developing human vaccines using our novel platform technology.
Our current development programs are focused on HIV, hemorrhagic fever viruses, Zika virus, and cancer
immunotherapy. Our HIV vaccine technology was developed in collaboration with researchers at Emory University,
the NIH, and the CDC, and is exclusively licensed to us from Emory University. We also have nonexclusive licenses
to certain patents owned by the NIH. Our hemorrhagic fever and Zika vaccines, and our cancer immunotherapy
program, are being developed with technology licensed to us from the NIH.

7
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Our most advanced HIV vaccine development efforts are focused on a preventive vaccine to address the clade B
subtype of the HIV virus that is most prevalent in the developed world (primarily North America and Western
Europe). All of the clinical trials for our preventive HIV vaccine (through Phase 2a) have been conducted by the HIV
Vaccine Trials Network (HVTN) with funding from the NIH, and we expect additional clinical trials for this program
to be funded by the NIH. We have also begun preclinical studies to develop an HIV vaccine candidate for the clade C
subtype of HIV prevalent in the developing world (primarily sub-Saharan Africa and India); this work is currently
being supported by NIH grants.

Our hemorrhagic fever vaccine development effort began in 2014 and we are currently conducting preclinical animal
studies through a collaboration with the NIH. Our cancer immunotherapy program began in late 2015 and we are
currently constructing vaccines to be evaluated and tested through a collaboration with the University of Pittsburgh.
Our Zika virus vaccine development effort began in early 2016 and we are currently constructing vaccines to be
evaluated and tested through a collaborations with the University of Georgia and with the CDC.

We have neither received regulatory approval for any of our vaccine candidates, nor do we have any
commercialization capabilities; therefore, it is possible that we may never successfully derive significant product
revenues from any of our existing or future development programs or product candidates.

Critical Accounting Policies and Estimates

This discussion and analysis of our financial condition and results of operations is based on the accompanying
unaudited condensed consolidated financial statements, which have been prepared in accordance with accounting
principles generally accepted in the United States. The preparation of these financial statements requires management
to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses and
related disclosure of contingent assets and liabilities. On an ongoing basis, management evaluates its estimates and
adjusts the estimates as necessary. We base our estimates on historical experience and on various other assumptions
that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments
about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may
differ materially from these estimates under different assumptions or conditions.

Our significant accounting policies are summarized in Note 2 to our financial statements included in our Annual
Report on Form 10-K for the year ended December 31, 2015. We believe the following critical accounting policies
affect our more significant judgments and estimates used in the preparation of our financial statements:
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Revenue Recognition

We recognize revenue in accordance with the Securities and Exchange Commission’s (SEC) Staff Accounting Bulletin
No. 101, Revenue Recognition in Financial Statements, as amended by Staff Accounting Bulletin No. 104, Revenue
Recognition, (“SAB 104”). SAB 104 provides guidance in applying U.S. generally accepted accounting principles
(“GAAP”) to revenue recognition issues, and specifically addresses revenue recognition for upfront, nonrefundable fees
received in connection with research collaboration agreements. During 2015 and 2014, our revenue consisted of grant
funding received from the NIH. Revenue from these arrangements is approximately equal to the costs incurred and is
recorded as income as the related costs are incurred.

In May 2014, the FASB issued Accounting Standards Update 2014-09, Revenue from Contracts with Customers (“ASU
2014-09”), which creates a new Topic, Accounting Standards Codification Topic 606. The standard is principle-based
and provides a five-step model to determine when and how revenue is recognized. The core principle is that an entity
should recognize revenue when it transfers promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services. ASU 2014-09 is
effective for the Company beginning in 2017 and allows for either full retrospective adoption or modified
retrospective adoption. We are currently evaluating the impact of the adoption of ASU 2014-09 on our financial
statements.

Stock-Based Compensation

We account for stock-based transactions in which the Company receives services from employees, directors or others
in exchange for equity instruments based on the fair value of the award at the grant date. Compensation cost for
awards of common stock is estimated based on the price of the underlying common stock on the date of issuance.
Compensation cost for stock options or warrants is estimated at the grant date based on each instrument’s fair value as
calculated by the Black-Scholes option pricing model. We recognize stock-based compensation cost as expense
ratably on a straight-line basis over the requisite service period for the award.

Liquidity and Capital Resources

We have funded our activities to date primarily from government grants and clinical trial assistance, and from sales of
our equity securities. Due to our significant research and development expenditures, we have not been profitable and
have generated operating losses since our inception in 2001. We will continue to require substantial funds to continue
these activities. Our primary sources of cash are from sales of our equity securities and from government grant
funding. We believe that our existing cash resources, combined with the proceeds from the NIH grants discussed
below will be sufficient to fund our planned operations into the third quarter of 2016. We will require additional funds
to continue our planned operations beyond that date. We are currently seeking sources of non-dilutive capital through
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government grant programs and clinical trial support, and we may also conduct additional offerings of our equity
securities. However, additional funding may not be available on favorable terms or at all and if we fail to obtain
additional capital when needed, we may be required to delay, scale back, or eliminate some or all of our research and
development programs as well as reduce our general and administrative expenses.
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At March 31, 2016, we had cash and cash equivalents of $669,482 and working capital of $542,584, as compared to
$1,060,348 and $1,109,985, respectively, at December 31, 2015. As of March 31, 2016, we had an accumulated
deficit of $33.8 million and we expect for the foreseeable future our operations will result in a net loss on a quarterly
and annual basis.

Net cash used in operating activities was $629,064 and $618,882 for the three month periods ended March 31, 2016
and 2015, respectively.

The NIH has funded the costs of conducting all of our human clinical trials (Phase 1 and Phase 2a) to date for our
preventive HIV vaccines, with GeoVax incurring certain costs associated with manufacturing the clinical vaccine
supplies and other study support. We expect the NIH to fund the cost of another Phase 1 trial (HVTN 114) of our
preventive HIV vaccine to begin in mid-2016, which will investigate the effect of adding a “protein boost” component to
our vaccine. The HVTN and NIH are continuing to consider future efficacy studies. The plans for large-scale clinical
trials may change as researchers continue to gather information from our earlier studies and are influenced by results
from other vaccine trials. Trial start dates are dependent on many factors and are likely to change. While efforts are
underway to evaluate the protein boost concept, we are also seeking funding to expedite our vaccine (without the
additional protein boost) directly into a Phase 2b efficacy trial. There is no assurance we will be successful in securing
the funding for advancing directly to a Phase 2b trial.

Our operations have been partially funded by NIH research grants for our HIV program. As of March 31, 2016, there
was $52,869 of unused grant funds available for use during the remainder of 2016. In April 2016, the NIH awarded us
a Small Business Innovative Research (SBIR) grant entitled “Enhancing Protective Antibody Responses for a
DNA/MVA HIV Vaccine.” The initial grant award was $740,456 for the first year of a two year project period
beginning April 15, 2016, with a total budget of $1,398,615. We are pursuing additional grants from the federal
government for our vaccine development programs but cannot be assured of success.

Net cash used in investing activities was $-0- and $15,850 for the three month periods ended March 31, 2016 and
2015, respectively.

Net cash provided by financing activities was $238,198 and $2,679,809 for the three month periods ended March 31,
2016 and 2015, respectively.

On February 15, 2016, we entered into an agreement with certain warrant holders (the “Holders”) with respect to
amending the terms of our Series E Warrants. Pursuant to the agreement, we agreed to extend the term of the Series E
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Warrants to August 27, 2016, and we agreed to the payment to each Holder of a warrant exercise fee of $0.02916 per
share for each share purchased upon exercise of the Series E Warrants. The Holders agreed to promptly exercise an
aggregate of 3,664,588 Series E Warrants, for which we received $238,198 in total net proceeds (after deduction of
the warrant exercise fee). The cash provided by financing activities for the three month period ended March 31, 2015
is related to the sale of shares of our Series C. convertible preferred stock.

We have no off-balance sheet arrangements that are likely or reasonably likely to have a material effect on our
financial condition or results of operations.

Contractual Obligations

As of March 31, 2016, we had noncancellable lease obligations and other firm purchase obligations totaling
approximately $112,000, as compared to approximately $149,000 at December 31, 2015. We have no committed lines
of credit and no other committed funding or long-term debt. We have employment agreements with our senior
management team, each of which may be terminated with 30 days advance notice. There have been no other material
changes to the table presented in our Annual Report on Form 10-K for the year ended December 31, 2015.

9
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Results of Operations

Net Loss

We recorded a net loss of $1,296,279 for the three months ended March 31, 2016, as compared to $700,454 for the
three months ended March 31, 2015. Our net losses will typically fluctuate due to the timing of activities and related
costs associated with our vaccine research and development activities and our general and administrative costs, as
described in more detail below.

Grant Revenue

During the three months ended March 31, 2016, we recorded aggregate grant revenues of $47,600, as compared to
$103,424 during the comparable period of 2015. Grant revenues for these periods relate to grants from the NIH in
support of our HIV vaccine development activities. We record revenue associated with these grants as the related costs
and expenses are incurred. The difference in our grant revenues from period to period is directly related to our
expenditures for activities supported by the grants, and can fluctuate significantly based on the timing of the related
expenditures.

In September 2007, the NIH awarded us a grant entitled “GM-CSF-Adjuvanted Clade C DNA/MVA and MVA/MVA
Vaccines”. The aggregate award (including subsequent amendments) totaled approximately $20.4 million. We recorded
grant revenues of $-0- and $60,628 for the three months ended March 31, 2016 and 2015, respectively, related to this
grant, and all funding pursuant to this grant has been utilized as of March 31, 2016.

In July 2013, the NIH awarded us a Small Business Innovative Research (SBIR) grant entitled “Enhancing Protective
Antibody Responses for a GM-CSF Adjuvanted HIV Vaccine.” The initial grant award was $276,690 for the first year
of a two year project period beginning August 1, 2013. In July 2014, the NIH awarded us $289,641 for the second
year of the project period. We recorded grant revenues of $-0- and $42,796 for the three months ended March 31,
2016 and 2015, respectively, related to this grant, and all funding pursuant to this grant has been utilized as of March
31, 2016.

In June 2015, the NIH awarded us an SBIR grant entitled “Directed Lineage Immunizations for Eliciting Broadly
Neutralizing Antibody.” The initial grant award was $299,585 for the first year of a two year project period beginning
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July 1, 2015. We recorded grant revenues of $47,600 and $-0- for the three months ended March 31, 2016 and 2015,
respectively, related to this grant, and there is approximately $52,869 in remaining grant funds available as of March
31, 2016.

In April 2016, the NIH awarded us an SBIR grant entitled “Enhancing Protective Antibody Responses for a
DNA/MVA HIV Vaccine.” The initial grant award was $740,456 for the first year of a two year project period
beginning April 15, 2016, with a total budget of $1,398,615.

Research and Development

During the three months ended March 31, 2016, we recorded $438,004 of research and development expense, as
compared to $403,629 during the three months ended March 31, 2015. Research and development expense for these
periods includes stock-based compensation expense of $5,893 and $5,316 for the 2016 and 2015 periods, respectively
(see discussion under “Stock-Based Compensation Expense” below). Our research and development expenses can
fluctuate considerably on a period-to-period basis, depending on our need for vaccine manufacturing by third parties,
the timing of expenditures related to our grants from the NIH, the timing of costs associated with clinical trials being
funding directly by us, and other factors.

We cannot predict the level of support we may receive from the HVTN, NIH, or other federal agencies (or divisions
thereof) for our future clinical trials. We expect that our research and development costs will increase in the future as
we progress into the later stage human clinical trials for our HIV vaccines and as we expand our other vaccine
development programs.

Our vaccine candidates still require significant, time-consuming and costly research and development, testing and
regulatory clearances. Completion of clinical development will take several years or more, but the length of time
generally varies substantially according to the type, complexity, novelty and intended use of a product candidate. The
NIH has funded the costs of conducting all of our human clinical trials to date for our preventive HIV vaccine, with
GeoVax incurring costs associated with manufacturing the clinical vaccine supplies and other study support. We are
having discussions with the HVTN and NIH with regard to the conduct of an additional trial of our preventive
vaccine, and we expect the NIH will provide support for this trial as well. We intend to seek government and/or third
party support for future clinical human trials and for production of our vaccine product for use in clinical trials, but
there can be no assurance that we will be successful.

The duration and the cost of future clinical trials may vary significantly over the life of the project as a result of
differences arising during development of the human clinical trial protocols, including, among others:

●the number of patients that ultimately participate in the clinical trial;
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●the duration of patient follow-up that seems appropriate in view of the results;
●the number of clinical sites included in the clinical trials; and
●the length of time required to enroll suitable patient subjects.
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Due to the uncertainty regarding the timing and regulatory approval of clinical trials and pre-clinical studies, our
future expenditures are likely to be highly volatile in future periods depending on the outcomes of the trials and
studies. From time to time, we will make determinations as to how much funding to direct to these programs in
response to their scientific, clinical and regulatory success, anticipated market opportunity and the availability of
capital to fund our programs.

In developing our product candidates, we are subject to a number of risks that are inherent in the development of
products based on innovative technologies. For example, it is possible that our vaccines may be ineffective or toxic, or
will otherwise fail to receive the necessary regulatory clearances, causing us to delay, extend or terminate our product
development efforts. Any failure by us to obtain, or any delay in obtaining, regulatory approvals could cause our
research and development expenditures to increase which, in turn, could have a material adverse effect on our results
of operations and cash flows. Because of the uncertainties of clinical trials, estimating the completion dates or cost to
complete our research and development programs is highly speculative and subjective. As a result of these factors, we
are unable to accurately estimate the nature, timing and future costs necessary to complete the development of our
product candidates. In addition, we are unable to reasonably estimate the period when material net cash inflows could
commence from the sale, licensing or commercialization of such product candidates, if ever.

General and Administrative Expense

Our general and administrative expenses were $906,505 during the three months ended March 31, 2016, as compared
to $401,441 during the three months ended March 31, 2015. General and administrative costs include officers’ salaries,
legal and accounting costs, patent costs, amortization expense associated with intangible assets, and other general
corporate expenses. General and administrative expense includes stock-based compensation expense of $477,592 and
$11,586 for the three months ended March 31, 2016 and 2015, respectively (see discussion under “Stock-Based
Compensation Expense” below). Excluding stock-based compensation expense, general and administrative expenses
were $428,913 during the three months ended March 31, 2016, as compared to $389,855 during the three months
ended March 31, 2015. We expect that our general and administrative costs may increase in the future as we expand
our research and development activities.

Stock-Based Compensation Expense

For the three months ended March 31, 2016 and 2015, the components of stock-based compensation expense were as
follows:
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Three Months
Ended March 31,
2016 2015

Stock option expense $13,686 $16,902
Warrant modification expense 469,799 -
Total stock-based compensation expense $483,485 $16,902

In general, stock-based compensation expense is allocated to research and development expense or general and
administrative expense according to the classification of cash compensation paid to the employee, consultant or
director to whom the stock compensation was granted. For the three months ended March 31, 2016 and 2015,
stock-based compensation expense was allocated as follows:

Three Months
Ended March 31,
2016 2015

General and administrative expense $477,592 $11,586
Research and development expense 5,893 5,316
Total stock-based compensation expense $483,485 $16,902

Other Income

Interest income for the three months ended March 31, 2016 and 2015 was $630 and $1,192, respectively. The
variances between periods are primarily attributable to cash available for investment and interest rate fluctuations.

Item 3     Quantitative and Qualitative Disclosures About Market Risk

Our exposure to market risk is limited primarily to interest income sensitivity, which is affected by changes in the
general level of United States interest rates, particularly because a significant portion of our investments are in
institutional money market funds. The primary objective of our investment activities is to preserve principal while at
the same time maximizing the income received without significantly increasing risk. Due to the nature of our
short-term investments, we believe that we are not subject to any material market risk exposure.
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Item 4     Controls and Procedures

Evaluation of disclosure controls and procedures

Disclosure controls and procedures are controls and other procedures that are designed to ensure that the information
required to be disclosed in reports filed or submitted under the Securities Exchange Act of 1934, as amended
(Exchange Act), is (1) recorded, processed, summarized and reported within the time periods specified in the SEC’s
rules and forms and (2) accumulated and communicated to management, including the Chief Executive Officer and
Principal Financial and Accounting Officer, as appropriate to allow timely decisions regarding required disclosure.

Our management has carried out an evaluation, under the supervision and with the participation of our Principal
Executive Officer and our Principal Financial and Accounting Officer, of the effectiveness of the design and operation
of our disclosure controls and procedures pursuant to Exchange Act Rules 13a-15 and 15d-15 as of the end of the
period covered by this report. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer have
concluded that, as of the end of the period covered by this report, our disclosure controls and procedures are effective
to ensure that information required to be disclosed by us in the reports that we file or submit under the Exchange Act
is recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange
Commission’s rules and forms.

Changes in internal control over financial reporting

There was no change in our internal control over financial reporting that occurred during the three months ended
March 31, 2016 that has materially affected, or is reasonably likely to materially affect, our internal control over
financial reporting.

PART II -- OTHER INFORMATION

Item 1     Legal Proceedings

None.
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Item 1A     Risk Factors

For information regarding factors that could affect the our results of operations, financial condition or liquidity, see
the risk factors discussed under “Risk Factors” in Item 1A of our most recent Annual Report on Form 10-K. See also
“Forward-Looking Statements,” included in Item 2 of this Quarterly Report on Form 10-Q. There have been no material
changes from the risk factors previously disclosed in our most recent Annual Report on Form 10-K.

Item 2     Unregistered Sales of Equity Securities and Use of Proceeds

None not previously disclosed on Form 8-K.

Item 3     Defaults Upon Senior Securities

None.

Item 4     Mine Safety Disclosures

Not applicable

Item 5     Other Information

During the period covered by this report, there was no information required to be disclosed by us in a Current Report
on Form 8-K that was not so reported, nor were there any material changes to the procedures by which our security
holders may recommend nominees to our board of directors.

Item 6     Exhibits
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The exhibits filed with this report are set forth on the exhibit index following the signature page and are incorporated
by reference in their entirety into this item.
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