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Medicago Inc.
Interim Consolidated Statements of Financial Position

(Unaudited)
As at As at As at
June 30, December 31, January 1,
2011 2010 2010
$ $ $
Assets
Current assets
Cash and cash equivalents 2,144,097 3,415,700 228,039
Short-term investments (note 6) 14,429,582 5,105,371 14,105,198
Amounts receivable 494,197 323,554 337,838
Investment tax credits receivable 3,776,777 3,424,937 2,097,274
Prepaid expenses 143,209 265,065 96,848
20,987,862 12,534,627 16,865,197
Non-current assets
Security deposits 834,149 385,677 50,000
Property, plant and equipment 8,131,901 6,500,848 4,941,092
Intangible assets 2,275,983 1,891,375 974,045
Total assets 32,229,895 21,312,527 22,830,334
Liabilities
Current liabilities
Bank loans (note 7) 1,119,794 600,000 600,000
Accounts payable and accrued liabilities 2,736,511 3,243,142 2,301,518
Deferred grants on research agreement (note 8) 9,777,242 6,955,589 340,203
Current portion of long-term debt 66,269 72,538 83,862
13,699,816 10,871,269 3,325,583
Non-current liabilities
Long-term debt 15,731,198 15,599,743 15,404,017
Total liabilities 29,431,014 26,471,012 18,729,600
Equity
Share capital (note 9) 69,613,359 53,605,485 48,660,207
Contributed surplus 8,288,824 8,067,236 1,554,679
Other equity components
Stock option plan (note 10a) 2,122,039 1,760,148 1,118,258
Unit options (note 10b) 739,456 483,125 399,536
Warrants (note 10c) 4,426,716 3,837,442 8,919,515
Deficit (82,975,214) (73,040,873) (56,557,000)
Accumulated other comprehensive income 583,701 128,952 5,539
Total equity 2,798,881 (5,158,485) 4,100,734
Total liabilities and equity 32,229,895 21,312,527 22,830,334
Approved by the Board of Directors
(signed) RANDAL CHASE, PH.D. Director (signed) PIERRE SECCARECCIA, FCA Director

The accompanying notes are an integral part of these condensed interim consolidated financial statements. (1)



Medicago Inc.

Interim Consolidated Statement of Changes in Equity

(Unaudited)

Share  Contributed Stock option  Unit options Warrants Deficit Accumulated
capital surplus plan other
comprehensive
income Total
$ $ $ $ $ $ $ $
Balance — January 1, 2011 53,605,485 8,067,236 1,760,148 483,125 3,837,442 (73,040,873) 128,952  (5,158,485)
Net loss for the period - - - - - (9,934,341) - (9,934,341)
Other comprehensive income for the period - - - - - - 454,749 454,749
Total comprehensive income (loss) - - - - - (9,934,341) 454,749 (9,479,592)
Transaction with owners
Issuance of share capital 15,271,738 - - 256,331 1,043,671 - 16,571,740
Warrants exercised 736,136 - - - (196,136) - 540,000
Warrants expired (net of income tax of
$36,673) - 221,588 - - (258,261) - (36,673)
Stock-based compensation - - 361,891 - - - 361,891
16,007,874 221,588 361,891 256,331 589,274 - 17,436,958
Balance — June 30, 2011 69,613,359 8,288,824 2,122,039 739,456 4,426,716 (82,975,214) 583,701 2,798,881
Balance — January 1, 2010 48,660,207 1,554,679 1,118,258 399,536 8,919,515  (56,557,000) 5,539 4,100,734
Net loss for the period - - - - - (7,740,798) - (7,740,798)
Other comprehensive income for the period - - - - - - (451) (451)
Total comprehensive income (loss) - - - - - (7,740,798) (451)  (7,741,249)
Transaction with owners
Issuance of share capital 1,072,076 - - - - - 1,072,076
Stock-based compensation - - 310,761 - - - 310,761
Stock-based compensation forfeited - 2,127 (2,127) - - - -
Stock options exerciced 6,225 - (2,427) - - - 3,798
Warrants exerciced - - - - (211,201) - (211,201)
Warrants forfeited - 3,971 - - (3,971) - -
1,078,301 6,098 306,207 - (215,172) - 1,175,434
Balance — June 30, 2010 49,738,508 1,560,777 1,424,465 399,536 8,704,343  (64,297,798) 5,088 (2,465,081)

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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Medicago Inc.

Interim Consolidated Statements of Income

For the three and six-month periods ended June 30, 2011 and 2010
(Unaudited)

Three-month period ended Six-month period ended
June 30 June 30
2011 2010 2011 2010
$ $ $ $
Revenues

Revenues from research agreements 37,856 - 37,856 34,345

Operating expenses
Research and development 2,854,961 2,442,096 5,753,955 4,457,310
General and administrative 1,531,912 1,085,558 3,080,106 2,417,403
Depreciation of property, plant and equipment 231,312 210,387 455,901 380,759
Amortization of intangible assets 36,650 21,567 66,986 37,786
Financial income (note 11) (53,494) (26,723) (56,535) (60,419)
Financial costs (note 11) 356,177 265,524 708,457 542,304
4,957,518 3,998,409 10,008,870 7,775,143
Loss for the period before income tax (4,919,662) (3,998,409) (9,971,014) (7,740,798)
Future income tax 36,673 - 36,673 -
Net loss for the period (4,882,989) (3,998,409) (9,934,341)  (7,740,798)
Basic and diluted loss per share (note 13) (0,03) (0,03) (0,06) (0,07)

Interim Consolidated Statements of Comprehensive Loss
For the the three and six month periods ended June 30, 2011 and 2010
(Unaudited)

Three-month period ended Six-month period ended

June 30 June 30

2011 2010 2011 2010

$ $ $ $

Loss for the period (4,882,989) (3,998,409) (9,934,341) (7,740,798)

Other comprehensive income (loss)
Unrealized gain on available-for-sale investments 31,590 2,862 59,765 6,239
Reclassification of gain on available-for-sale

investments realized upon sale

to loss for the period (9,300) (4,235) (10,672) (6,690)
Foreign currency translation adjustments 138,054 - 405,656 -
Total other comprehensive income (loss) 160,344 (1,373) 454,749 (451)
Comprehensive loss for the period (4,722,645) (3,999,782) (9,479,592) (7,741,249)

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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Medicago Inc.
Interim Consolidated Statements of Cash Flows
For the three and six-month periods ended June 30, 2011 and 2010

(Unaudited)
Three-month period ended Six-month period ended
June 30 June 30
2011 2010 2011 2010
$ $ $ $
Cash flows from operating activities
Loss for the period (4,882,989) (3,998,409) (9,934,341) (7,740,798)
Items not affecting cash and cash equivalents
Stock-based compensation costs 161,898 162,593 361,891 310,761
Depreciation and amortization 267,962 231,954 522,887 418,545
Amortization of deferred charges 29,375 29,375 58,750 58,750
Gain on sale of available-for-sale investments (9,300) (4,235) (10,672) (6,690)
Future income tax (36,673) - (36,673) -
Interest capitalized on long-term debt 38,890 30,833 77,780 61,665
(4,430,837) (3,547,889) (8,960,378) (6,897,767)
Change in non-cash working capital items (note 14a) (618,991) 66,677 2,399,326 192,542
Net cash used for operating activities (5,049,828) (3,481,212) (6,561,052) (6,705,225)
Cash flows from financing activities
Bank loans contracted 211,794 - 1,119,794 -
Payments on bank loans - - (600,000) -
Long-term debt contracted - 33,608 - 33,608
Payments on long-term debt (1,467) (7,940) (11,344) (13,727)
Issuance of units 17,399,976 - 17,399,976 -
Exercise of options - 3,800 - 3,800
Exercise of warrants - - 540,000 860,875
Issue expenses (828,235) - (828,235) -
Net cash generated from financing activities 16,782,068 29,468 17,620,191 884,556
Cash flows from investing activities
Acquisitions of short-term investments (9,764,925) - (9,883,445) (2,741,513)
Dispositions of short-term investments 489,327 5,637,384 608,327 11,474,929
Security deposit (335,472) - (448,472) -
Additions to property, plant and equipment (6,925,173) (500,865) (7,304,384) (1,038,053)
Grants related to capital expenditures 5,289,853 - 5,289,853 -
Additions to intangible assets (277,756) (436,001) (801,432) (552,103)
Net cash generated from (used for) investing activities (11,524,146) 4,700,518 (12,539,553) 7,143,260
Effect of changes in foreign exchange rate on cash 120,809 - 208,811 -
Net change in cash and cash equivalents 328,903 1,248,774 (1,271,603) 1,322,591
Cash and cash equivalents — Beginning of period 1,815,194 301,856 3,415,700 228,039
Cash and cash equivalents — End of period 2,144,097 1,550,630 2,144,097 1,550,630
Interest paid 287,915 206,405 571,927 422,209

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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Medicago Inc.

Notes to Condensed Interim Consolidated Financial Statements
For the three and six-month periods ended June 30, 2011 and 2010
(Unaudited)

1 General information

Medicago Inc. (The “Company”) is govern by the Québec Business Corporations Act (Québec). Since
the beginning of its operations, most of the Company's activities have been devoted to research and
development. The Company is a clinical-stage biotechnology company focused on the development of
vaccines in order to commercialize them in the future using its proprietary Virus-Like Particules and
manufacturing technologies.

The Company is listed on the Toronto Stock Exchange (MDG-T) and is incorporated and domiciled in
Canada.

2 Basis of preparation and adoption of IFRS

The Company prepares its financial statements in accordance with Canadian generally accepted
accounting principles as set out in the Handbook of the Canadian Institute of Chartered Accountants
(“CICA Handbook™). In 2010, the CICA Handbook was revised to incorporate International Financial
Reporting Standards, and require publicly accountable enterprises to apply such standards effective for
years beginning on or after January 1, 2011. Accordingly, the company commenced reporting on this
basis in its 2011 condensed interim consolidated financial statements. In these financial statements, the
term “Canadian GAAP” refers to Canadian GAAP before the adoption of IFRS.

These condensed interim consolidated financial statements have been prepared in accordance with IFRS
applicable to the preparation of interim financial statements, including IAS 34 “Interim Financial
Reporting” and IFRS 1 “First-time Adoption of International Financial Reporting Standards”. Subject to
certain transition elections disclosed in note 16, the Company has consistently applied the same
accounting policies in its opening IFRS statement of financial position at January 1, 2010 and
throughout all periods presented, as if these policies had always been in effect. Note 16 discloses the
impact of the transition to IFRS on the company's reported financial position, financial performance and
cash flows, including the nature and effect of significant changes in accounting policies from those used
in the company’s consolidated financial statements for the year ended December 31, 2010.

The policies applied in these condensed interim consolidated financial statements are based on IFRS
effective for the year ended December 31, 2011, issued and outstanding as of August 12, 2011, which is
the date of approval of the financial statements by the Board of Directors. Any subsequent changes to
IFRS that are given effect in the company’s annual consolidated financial statements for the year ending
December 31, 2011 could result in restatement of these condensed interim consolidated financial
statements, including the transition adjustments recognized on change-over to IFRS.

The condensed interim consolidated financial statements should be read in conjunction with the
company’s Canadian GAAP annual financial statements for the year ended December 31, 2010. Note 17
discloses IFRS information for the year ended December 31, 2010 not provided in the 2010 annual
financial statements and which is considered material in understanding these condensed interim
consolidated financial statements.
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Medicago Inc.

Notes to Condensed Interim Consolidated Financial Statements
For the three and six-month periods ended June 30, 2011 and 2010
(Unaudited)

3 Significant accounting policies

Basis of measurement

These condensed interim consolidated financial statements have been prepared on a going concern basis
under the historical cost convention, except for financial instruments categorized as available-for-sale.

Basis of consolidation

The consolidated financial statements of the company include the accounts of all of its subsidiaries,
which are Medicago R&D Inc., 9177-4083 Québec Inc., 9177-4265 Québec Inc., Fiducie Financiere
Medicago and Medicago USA Inc. All intercompany transactions, balances and unrealized gains and
losses from intercompany transactions are eliminated on consolidation. Subsidiaries accounting policies
have been changed where necessary to ensure consistency with the policies adopted by the company.

Subsidiaries are thoses entities (including special purpose entities) over which the Company is having
the power to govern the financial and operating policies. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered when assessing whether the Company
controls another entity. Subsidiaries are fully consolidated from the date on which control is transferred
to the Company. They are deconsolidated from the date on which control ceases.

Foreign currency translation
Functional and presentation currency

Items included in the financial statements of each of the Company's entities are measured using the
currency of the primary economic environment in which the entity operates (the "functional currency").
The consolidated financial statements are presented in Canadian dollars, which is also the Company's
functional currency.

The financial statements of entities that have a functional currency different from that of the Company
(“foreign operations”) are translated into Canadian dollars as follows: assets and liabilities — at the
closing rate at the date of the statement of financial position, and income and expenses — at the average
rate of the period (as this is considered a reasonable approximation to actual rates). All resulting changes
are recognized in other comprehensive income as cumulative translation adjustments.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Generally, foreign exchange gains and losses resulting from
the settlement of foreign currency transactions, and from the translation at the year-end exchange rates of
monetary assets and liabilities denominated in currencies other than an operation’s functional currency
are recognized in the statement of income.

(6)



Medicago Inc.

Notes to Condensed Interim Consolidated Financial Statements
For the three and six-month periods ended June 30, 2011 and 2010
(Unaudited)

Segment reporting

The Company manages its business on the basis of one reportable segment. Operating segments are
reported in a manner consistent with the internal reporting provided to the chief operating decision-
maker.

Financial assets
Classification under 1AS 39

Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provision of the instrument. Financial assets are derecognized when the rights to receive cash
flows from the assets have expired or have been transferred and the Company has transferred
substantially all risks and rewards of ownership.

The Company classifies its financial assets in the following categories: loans and receivables and
available-for-sale. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition:

a) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market and for which there is no intention of trading. They are
included in current assets, except for maturities greater than 12 months after the balance sheet
date. These are classified as non-current assets. Loans and receivables comprise cash, term
deposits, grants receivable, interest and other receivable, and security deposit.

b) Available-for-sale

Available-for-sale financial assets are non-derivatives that are either designated in this
category or not classified in any of the other categories. They are included in non-current
assets unless the investment matures or management intends to dispose of it within 12 months
of the end of the reporting period. Available-for-sale comprises instruments cash equivalents
and short-term investments in the form of actively traded securities.

Recognition and measurement under IAS 39

Loans and receivables are initially recognized at fair value plus transaction costs and subsequently
carried at amortized cost using the effective interest method.

Available-for-sale investments are recognized initially at fair value plus transaction costs and are

subsequently carried at fair value. Gains or losses arising from changes in fair value are recognized in
other comprehensive income.

(1)



Medicago Inc.

Notes to Condensed Interim Consolidated Financial Statements
For the three and six-month periods ended June 30, 2011 and 2010
(Unaudited)

Regular purchases and sales of financial assets are recognized on the trade date — the date on which the
Company commits to purchase or sell the asset.

Interest on available-for-sale investments, calculated using the effective interest method, is recognized in
the statement of income as part of interest income. Dividends on available-for-sale equity instruments
are recognized in the statement of income as part of other gains and losses when the Company’s right to
receive payment is established. When an available-for-sale investment is sold or impaired, the
accumulated gains or losses are moved from accumulated other comprehensive loss to the statement of
income and included in other gains and losses.

Financial liabilities

Financial liabilities at amortized cost include bank loans, accounts payable and accrued liabilities and
long-term debt, they are initially recognized at fair value, net of transaction costs incurred, and are
subsequently carried at amortized cost. Any difference between the proceeds (net of transaction costs)
and the redemption value is recognized in the statement of income over the period of the debt using the
effective interest method.

Financial liabilities are classified as current liabilities unless the Company has an unconditional right to
defer settlement of the liabilities for at least 12 months after the balance sheet date.

Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet when
there is a legally enforceable right to offset the recognized amounts and there is an intention to settle on
a net basis, or realize the asset and settle the liability simultaneously.

Impairment of financial assets

At each reporting date, the Company assesses whether there is objective evidence that a financial asset is
impaired. If such evidence exists, the Company recognizes an impairment loss, as follows:

a) Financial assets carried at amortized cost: The loss is the difference between the amortized
cost of the loan or receivable and the present value of the estimated future cash flows,
discounted using the instrument’s original effective interest rate. The carrying amount of the
asset is reduced by this amount either directly or indirectly through the use of an allowance
account.

b) Available-for-sale financial assets: The impairment loss is the difference between the original
cost of the asset and its fair value at the measurement date, less any impairment losses
previously recognized in the statement of income. This amount represents the cumulative
loss in accumulated other comprehensive income that is reclassified to net loss.

Impairment losses on financial assets carried at amortized cost are reversed in subsequent periods
if the amount of the loss decreases and the decrease can be related objectively to an event

(8)



Medicago Inc.

Notes to Condensed Interim Consolidated Financial Statements
For the three and six-month periods ended June 30, 2011 and 2010
(Unaudited)

occurring after the impairment was recognized. Impairment losses on available-for-sale equity
instruments are not reversed.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated
impairment losses. Cost includes expenditures that are directly attributable to the acquisition of the asset.
Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the company and the cost can be measured reliably. The carrying amount of a replaced asset is
derecognized when replaced. Repairs and maintenance costs are charged to the statement of income
during the period in which they are incurred.

The major categories of property, plant and equipment are depreciated over their estimated useful lives,
on a straight-line basis as follows:

Period and

rates

Production unit 20 years
Leasehold improvements Term of lease
Computer equipment 3 years
Laboratory equipment 8 years
Office furniture 8 years

The company allocates the amount initially recognized in respect of an item of property, plant and
equipment to its significant parts and depreciates separately each such part. Residual values, method of
amortization and useful lives of the assets are reviewed annually and adjusted if appropriate.

Gains and losses on disposals of property, plant and equipment are determined by comparing the
proceeds with the carrying amount of the asset and are included as part of other gains and losses in the
statement of income.

Leases

Leases that transfer substantially all of the benefits and risks of ownership of the assets to the Company
are accounted for as capital lease obligations. At the time a capital lease obligation is entered into, an
asset is recorded together with the related obligation. Assets under capital lease obligations are
depreciated over their estimated useful lives at the same rates as other similar assets.

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are

classified as operating leases. Payments made under operating leases are charged to the income
statement on a straight-line basis over the period of the lease.

)



Medicago Inc.

Notes to Condensed Interim Consolidated Financial Statements
For the three and six-month periods ended June 30, 2011 and 2010
(Unaudited)

Intangible assets

The Company's intangible assets include licenses, patents and software with finite useful lives. These
assets are capitalized and amortized on a straight-line basis in the statement of income over the period of
their expected useful lives as follows:

Periods
Licenses 20 years
Patents 20 years
Software 3 years

All expenses related to development activities which do not meet generally accepted criteria for deferral,
and research activities are expensed as incurred. Development expenses which meet generally accepted
criteria for deferral are capitalized and amortized against income over the estimated period of benefit. As
at June 30, 2011, December 31 2010 and January 1%, 2010, no development costs have been deferred.

Impairment of non-financial assets

Property, plant and equipment and intangible assets are tested for impairment when events or changes in
circumstances indicate that the carrying amount may not be recoverable. For the purpose of measuring
recoverable amounts, assets are grouped at the lowest levels for which there are separately identifiable
cash flows (cash-generating units — "CGUSs"). The recoverable amount is the higher of an asset's fair
value less costs to sell and values in use (being the present value of the expected future cash flows of the
relevant assets of the CGU). An impairment loss is recognized for the amount by which the asset's
carrying amount exceeds its recoverable amount.

The Company evaluates impairment losses for potential reversals when events or circumstances require
such consideration.

Government grants
Grants are accounted for using the cost reduction method. Accordingly, grants are recorded as a
reduction of the related expenses or capital expenditures in the period in which those expenses are

incurred, provided there is reasonable assurance that the grants will be realized.

If a grant is received and expenses related to this grant are not yet incurred, the grant is recorded as a
deferred grant until expenses are incurred

The cash flows related to grants received are classified as operating activities unless they are related to
capital expenditures in which case they are classified as investing activities.

(10)



Medicago Inc.

Notes to Condensed Interim Consolidated Financial Statements
For the three and six-month periods ended June 30, 2011 and 2010
(Unaudited)

Research and development tax credits and receivables

The Company is entitled to scientific research and experimental development ("SR&ED") tax credits
granted by the Canadian federal government and the government of the Province of Quebec.

SR&ED tax credits and grants are accounted for using the cost reduction method. Accordingly, tax
credits and grants are recorded as a reduction of the related expenses or capital expenditures in the year
in which those expenses are incurred, provided there is reasonable assurance that the credits and grants
will be realized.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and balances with banks and as well as all highly
liquid short-term investments having a term of less than three months at the acquisition date.

Share capital

Common shares are classified as equity. Incremental costs directly attributable to the issuance of shares
or options are shown in equity as a deduction net of tax from the proceeds.

Provisions

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are not recognized for future operating losses.

If the effect of time value of money is material, provisions are measured at the present value of the
expenditures expected to be required to settle the obligation using a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the obligation. The increase in
the provision due to passage of time is recognized as interest expense.

Accounts payable

Accounts payable are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment is due
within one year or less (or in the normal operating cycle of the business if longer). If not, they are
presented as non-current liabilities.

Accounts payable are recognized initially at fair value and subsequently measured at amortized cost
using the effective interest method.
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Medicago Inc.

Notes to Condensed Interim Consolidated Financial Statements
For the three and six-month periods ended June 30, 2011 and 2010
(Unaudited)

Revenue recognition

In general, revenues are recognized to the extent that it is probable that the economic benefits will flow
to the Company and the amount can be measured reliably. Revenues comprise the fair value of the
consideration received or receivable for services in the ordinary course of the group's activities.

Revenues related to research agreements are bound to milestone agreements and are recorded as the
milestones are reached and upon customer acceptance. Under these agreements, the payments received
in advance are recognized as deferred revenue in the balance sheet and then, as revenue when milestones
are reached and upon customer acceptance. Revenues from research agreements are recognized using the
percentage-of-completion method.

The existing licensing agreements usually foresee one-time payment (upfront payment) and milestone
payments. Revenues associated with those multiple-element arrangements are allocated to the various
elements based on their relative fair value. The consideration received is allocated among the separate
units based on each unit's fair value or using the residual method, and the applicable revenue recognition
criteria are applied to each of the separate units.

License fees representing non-refundable payments received upon the execution of license agreements
are recognized as revenue upon execution of the license agreements when the Company has no
significant future performance obligations and collectability of the fees is assured. Upfront payments
received at the beginning of licensing agreements are not recorded as revenue when received but are
amortized based on the progress of the related research and development work. This progress is based on
estimates of total expected time or duration to complete the work which is compared to the period of
time incurred to date in order to arrive at an estimate of the percentage of revenue earned to date.

Share-based payments

The Company grants stock options to certain employees. Stock options vest over three years (33 1/3%
per year) and expire after ten years. Each tranche in an award is considered a separate award with its
own vesting period and grant date fair value. Fair value of each tranche is measured at the date of grant
using the Black-Scholes option pricing model. Compensation expense is recognized over the tranche's
vesting period based on the number of awards expected to vest, by increasing contributed surplus. The
number of awards expected to vest is reviewed at least annually, with any impact being recognized
immediately.

The impact of any service condition is excluded from the fair value calculation. The total expense is
recognized over the vesting period, which is the period over which all of the specified vesting conditions
are to be satisfied. At the end of each reporting period, the entity revises its estimates of the number of
options that are expected to vest. It recognizes the impact of the revision to original estimates, if any, in
the statement of income, with a corresponding adjustment to equity.

The cash subscribed for the shares issued when the options are exercised is credited, together with the

related compensation costs, to share capital (nominal value), net of any directly attributable transaction
costs.
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Medicago Inc.

Notes to Condensed Interim Consolidated Financial Statements
For the three and six-month periods ended June 30, 2011 and 2010
(Unaudited)

4 Accounting standards issued but not yet applied

The IASB issued the following standards which are relevant but have not yet been adopted by the
Company: IFRS 9, Financial instruments, IFRS 10, Consolidated Financial Statement, IFRS 13, Fair
Value Measurement and amended IAS 1 Presentation of Financial Statements. Each of the new
standards is effective for annual periods beginning on or after January 1, 2013 with early adoption
permitted except for the amendment to IAS 1 which is effective for annual periods beginning on or after
July 1, 2012. The Company has not yet begun the process of assessing the impact that the new and
amended standards will have on its financial statements or whether to early adopt any of the new
requirements.

The following is a brief summary of the new standards and amendment:

IFRS 9 - Financial instruments

IFRS 9 was issued in November 2009. It addresses classification and measurement of financial assets
and replaces the multiple category and measurement models in IAS 39, Financial Instruments —
Recognition and Measurement, for debt instruments with a new mixed measurement model with only
two categories: amortized cost and fair value through profit or loss. IFRS 9 also replaces the models for
measuring equity instruments and such instruments are either recognized at fair value through profit or
loss or at fair value through other comprehensive income. Where such equity instruments are measured
at fair value through other comprehensive income, dividends, to the extent not clearly representing a
return of investment, are recognized in profit or loss; however, other gains and losses (including
impairments) associated with such instruments remain in accumulated comprehensive income
indefinitely.

Requirements for financial liabilities were added in October 2010 and they largely carried forward
existing requirements in IAS 39, except that fair value changes due to credit risk for liabilities designated
at fair value through profit and loss would generally be recorded in other comprehensive income.

IFRS 10 - Consolidation

IFRS 10 was issued in May 2011. It requires an entity to consolidate an investee when it is exposed, or
has rights, to variable returns from its involvement with the investee and has the ability to affect those
returns through its power over the investee. Under existing IFRS, consolidation is required when an
entity has the power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities. IFRS 10 replaces SIC-12 Consolidation—Special Purpose Entities and parts of 1AS
27 Consolidated and Separate Financial Statements.

IFRS 13 - Fair Value Measurement

IFRS 13 was issued in May 2011. It is a comprehensive standard for fair value measurement and
disclosure requirements for use across all IFRS standards. The new standard clarifies that fair value is
the price that would be received to sell an asset, or paid to transfer a liability in an orderly transaction
between market participants, at the measurement date. It also establishes disclosures about fair value
measurement. Under existing IFRS, guidance on measuring and disclosing fair value is dispersed among
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the specific standards requiring fair value measurements and in many cases does not reflect a clear
measurement basis or consistent disclosures.

IAS 1 - Presentation of Financial Statements

Amendment to 1AS 1 - Presentation of Items of other comprehensive Income: IAS 1 has been amended
to change the disclosure of items presented in Other Comprehensive Income ("OCI"), including a
requirement to separate items presented in OCI into two groups based on whether or not they may be
recycled to profit or loss in the future.

5 Critical accounting estimates and judgments

The Company makes estimates and judgments concerning the future. The resulting accounting estimates
and judgments will, by definition, seldom equal the related actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities are addressed below.

Significant estimates are generally made in connection with the calculation of revenues, research and
development expenses, stock-based compensation expense, as well as in determining future income tax
assets and liabilities, impairment of property, plant and equipment and intangible assets. Estimates are
based on historical experience, where relevant, and on various other assumptions that we believe to be
reasonable under the circumstances. Actual results could differ from those estimates.

Revenue recognition

The nature of the Company's business is such that many revenue transactions do not have a simple
structure. Revenue agreements may consist of multiple components occurring at different times. The
Company is also party to agreements which can involve upfront and milestone payments that may occur
over several periods. These agreements may also involve certain future obligations. Revenue is only
recognized when, in management's judgment, the significant risks and rewards of ownership have been
transferred or when the obligation has been fulfilled. For some transactions this can result in cash
receipts being initially recognized as deferred income and then released to income over subsequent
periods on the basis of the performance of the conditions specified in the agreement.

The Company uses the percentage-of-completion method in accounting for its research agreements and
licensing agreements. Reviewing these agreements requires due care and a degree of management's
judgment. For some agreements, this can result in cash receipts being initially recognized as deferred
income and then released to income over subsequent periods on the basis of the milestones if they are
substantive.

Research and development expenses
Research and development expenditures consist of direct and indirect expenses. The Company accounts
for clinical trial expenses on the basis of work completed which relies on estimates of total costs

incurred based on completion of studies. Expenses recorded are reviewed for capitalization purposes as
the trial advances until its final phase.
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All expenses related to development activities which do not meet generally accepted criteria for deferral,
and research activities are expensed as incurred. Development expenses which meet generally accepted
criteria for deferral are capitalized and amortized against earnings over the estimated period of benefit.
As at June 30, 2011, December 31, 2010 and January 1, 2010, no development costs have been deferred.

Stock-based compensation and other stock-based payments

The Company has a stock option plan which is described in note 10 to the condensed interim
consolidated financial statements. As regards stock options granted, the Company uses the fair value
based method of accounting. The fair value of stock options is determined using the Black-Scholes
option pricing model, which requires the use of certain assumptions, including future stock price
volatility and expected life of the instruments.

The expected life is estimated using the contractual life of the instrument. The expected volatility is
estimated using the historical volatility of the Company's stock over the same period as the contractual
life.

Income taxes, government assistance and tax credits

Income taxes are accounted for using the asset and liability method. Future income tax assets and
liabilities are recognized in the balance sheet to account for the future tax consequences attributable to
temporary differences between the respective accounting and taxable value of balance sheet assets and
liabilities. Future income tax assets and income tax liabilities are measured using the income tax rates
that are most likely to apply when the asset is realized or the liability is settled. The effect of changes in
income tax rates is recognized in the year during which these rates change. As appropriate, a valuation
allowance is recognized to decrease the value of tax assets to an amount that is more likely than not to be
realized. In estimating the realization of future income tax assets, management considers whether a
portion or all future tax assets are more likely than not to be realized. Realization is subject to future
taxable income.

In the event the Company determines that it can realize its tax assets, it will readjust them for the amount
and adjust the income in the period for which such determination is made.

Moreover, the Company is entitled to government assistance in the form of research tax credits and
grants. These are applied against related expenses and the cost of the asset acquired. Tax credits are
available based on eligible research and development expenses consisting of direct and indirect
expenditures and including a reasonable allocation of overhead expenses. Grants are subject to
compliance with terms and conditions of the related agreements. Government assistance is recognized
when there is reasonable assurance that the Company has met the requirements of the approved grant
program or, with regard to tax credits, when there is reasonable assurance that they will be realized.

As at January 1, 2010, December 31, 2010 and June 30, 2011 the Company did not recognize any non-
refundable tax credits.
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Impairment of assets with definite useful lives

Assets are reviewed for an indication of impairment at each statement of financial position date. If
indication of impairment exists, the asset's recoverable amount is estimated. Factors such as changes in
the planned use of production unit, laboratory equipment, or the presence or absence of technical
obsolescence could result in shortened useful lives or impairment. An impairment loss is recognized, if
any, for the amount by which the asset's carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset's fair value less cost to sell and value in use.

As of January 1, 2010, December 31, 2010, and June 30, 2011, management determined that there was
no need for impairment.
6 Short-term investments

Short-term investments include the following:

June 30, December 31, January 1,

2011 2010 2010

$ $ $

Money market fund 1,009,179 1,001,866 1,256,713

Bonds and discount notes, maturing within one year 3,755,403 3,703,505 3,248,485
Term deposit bearing interest at annual rates ranging

from 1.51% to 1.71%, maturing within one year 9,665,000 400,000 9,600,000

14,429,582 5,105,371 14,105,198

7 Bank loans

June 30, December 31, January 1,

2011 2010 2010
$ $ $
Bearing interest at prime rate plus 0.75% annually. A
term deposit of $ 113,000 has been given as
security. 1,119,794 600,000 600,000

Under the terms of the agreement, the Company undertook to meet a current ratio exceeding 1.3:1.
At June 30, 2011, the current ratio is 5.35:1. Current ratio is calculated excluding deferred grants on
research agreements.
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8

Deferred grants on research agreements

June 30, December 31, January 1,

2011 2010 2010
$ $ $
CQDM (i) 118,010 245,812 340,203
PVS (i) 304,164 268,970 -
DARPA (iii) 9,355,068 6,440,807 -
9,777,242 6,955,589 340,203

(i) The Company is entitled to a contribution from Québec's Consortium for Drug Discovery

(i)

(iii)

("CQDM") of up to $1.77M. For the six-month period ended June 30, 2011, the Company received
$207,359 ($519,570 in 2010). An amount of $335,161 ($645,122 in 2010) is recorded in statement
of income.

On October 13, 2010, the Company is entitled to a contribution from PATH Vaccine Solutions
(PVS) of up to $940,892 (US$946,000). For the six-month period ended June 30, 2011, the
Company received a sum of $242,850 (US$250,000), of which an amount of $207,656 is recorded
in statement of income.

On August 10, 2010, the Company was awarded a US$21M funding award from the Defense
Advanced Research Projects Agency (DARPA). For the six-month period ended June 30, 2011, the
Company received a sum of $8.909M (US$9.388M), of which an amount of $1.137M
(US$1.143M) is recorded in statement of income and an amount of $4.858M (US$5.021M) is
recorded as a reduction of the capital expenditures.
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9 Share capital

The authorized share capital of the Company is as follows:

Unlimited number of shares, without par value, of the following classes:

Common shares, voting and participating

Preferred shares, with rights, privileges and conditions to be determined by the Board of

Directors before issuance

The share capital issued has varied as follows:

*

Common shares

Balance — Beginning of year

Issued pursuant to the payment of
a commitment fee

Issued pursuant to a public
offering (i)

Issued pursuant to the exercise of
warrants

Issued pursuant to the exercise of
stock options

Repricing of warrants

Issue expenses *

Balance — End of year

Issue expenses were shared out between common shares and warrants pro rata to their fair

value.

For the six-month period

For the year ended

ended June 30, December 31,

2011 2010

Number $ Number $
136,922,102 53,605,485 114,771,690 48,660,207
- - 154,393 67,162
34,117,600 16,286,891 18,518,520 4,802,771
2,000,000 736,136 3,453,500 1,078,244

- - 23,999 7,864

- - - (110,508)

- (1,015,153) - (900,255)
173,039,702 69,613,359 136,922,102 53,605,485

(i) On April 5, 2011 the Company closed an offering of 34,117,600 units at a price of $0.51 per Unit,
representing gross proceeds of $17,399,976. Each Unit is comprised of one common share and one
guarter of one common share purchase warrant. Each full Warrant will have an exercise price of
$0.75, exercisable for a period of 24 months following the closing date of the Offering.
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Equity distribution agreement

On May 13, 2010, Medicago has entered into a standby equity distribution agreement (SEDA)
with YA Global Master SPV Ltd., a fund managed by Yorkville Advisors, LLC. In accordance
with the terms of the SEDA, Medicago will have the right, from time to time during a period of
up to 36 months from the date of the SEDA, to issue and sell to YA Global, and YA Global
undertakes to acquire from Medicago, common shares for a maximum total consideration of
$10M upon exercise by Medicago of a drawdown. The maximum amount of a drawdown will
be the lesser of $500,000 or the remaining portion of the commitment amount. The purchase
price of the common shares issued under the SEDA will be: (i) 95 per cent of the relevant daily
volume-weighted average price per common share for the applicable day if such average daily
price is equal to or greater than 20 cents; (ii) 92.5 per cent of the relevant average daily price of
the common shares if such average daily price is equal or greater than 15 cents but less than 20
cents; and (iii) 90 per cent of the relevant average daily price of the common shares if such
average daily price is equal to or greater than 10 cents but less than 15 cents.

10 Other equity components

a) Stock option plan

The following table summarizes the stock option activity since January 1, 2010:

For the six-month period For the year ended

ended June 30, December 31,

2011 2010

Weighted Weighted

average average

exercise exercise

Number price Number price

$ $

Outstanding — Beginning of period 8,757,693 0.51 7,091,592 0.55
Granted 37,500 0.53 2,067,646 0.47
Exercised - - (23,999) 0.20
Forfeited (14,783) 0.48 (68,987) 0.39
Expired (222,235) 1.50 (308,559) 1.11
Outstanding — End of period 8,558,175 0.49 8,757,693 0.51
Options exercisable — End of period 4,917,081 0.50 3,963,860 0.60
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The following table summarizes information about outstanding and exercisable stock options as at
June 30, 2011:

Stock options

Stock options outstanding currently exercisable

Weighted
average Weighted Weighted
remaining average average
contractual exercise exercise
Exercise price Number life price.  Number price
(months) $ $
$0.20 1,982,984 30 0.20 1,322,774 0.20
$0.355 1,420,000 30 0.355 1,305,001 0.355
$0.37 to $0.47 1,871,704 103 0.45 149,116 0.37
$0.52 to $0.66 1,273,294 51 0.60 938,789 0.62
$0.72 1,213,193 102 0.72 404,401 0.72
$1.00 797,000 2 1.00 797,000 1.00
8,558,175 57 0.49 4,917,081 0.50

Assumptions used in determining stock-based compensation costs

The table below shows the weighted average assumptions used in determining stock-based
compensation costs under the Black-Scholes option pricing model:

Six-month For the year

period ended ended

June 30, December 31,

2011 2010

Dividend yield Nil Nil

Expected volatility 111.10% 116.42%

Risk-free interest rate 2.86% 2.49%

Expected life (years) 5 5
Weighted average fair value of options granted at market

price at the date of the grant (%) 0.53 0.39
Weighted average fair value of options granted at a price

higher than the market price at the date of the grant ($) - 0.34

For the period ended June 30, 2011, the stock-based compensation costs was $361,891 ($310,761
in 2010).
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b) Unit options

The following table summarizes the unit options activity since January 1, 2010:

For the six-month period For the year ended
ended June 30, 2011 December 31, 2010
Weighted Weighted
average average
exercise exercise
Number price Number price
$ $

Outstanding and exercisable — Beginning of
period 1,203,704 0.405 1,127,000 0.720

Granted to the agent pursuant to a public

placement 1,194,116 0.510 1,203,704 0.405
Expired - (1,127,000) 0.720
Outstanding and exercisable — End of period 2,397,820 0.457 1,203,704 0.405

The following table summarizes the information relating to unit options outstanding and exercisable
as at June 30, 2011:

Weighted

average

remaining

contractual

Number life

Exercise price (years)

$0.405 1,203,704 1.14
$0.510 1,194,116 1.76

2,397,820 1.45

The fair value of unit options was estimated using the Black-Scholes valuation model with the
following weighted average assumptions:

Six-month For the year

period ended ended

June 30, December 31,

2011 2010

Dividend yield Nil Nil
Expected volatility 76.19% 115.39%
Risk-free interest rate 1.86% 1.39%
Expected life (years) 2 2
Fair value of unit options granted ($) 0.215 0.401
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c) Warrants

The following table summarizes the warrant activity since January 1, 2010:

For the six-month period For the year ended
ended June 30, 2011 December 31, 2010
Weighted Weighted
average average
exercise exercise
Number price Number price
$ $
Outstanding and exercisable — Beginning of
period 18,159,586 0.53 60,628,946 0.49

Granted to the subscribers in connection with
public offering 8,529,400 0.75 13,888,890 0.50
Agent's fee in connection with Equity

Distribution Agreement - - 200,000 0.50
Exercised (2,000,000) 0.27 (3,453,500) 0.25
Expired (643,877) 0.70 (53,104,750) 0.41
Outstanding and exercisable — End of period 24,045,109 0.63 18,159,586 0.53

The following table summarizes the information relating to warrants outstanding and exercisable as
at June 30, 2011:

Weighted

average

remaining

contractual

Number life

Exercise price (years)
$0.50 14,088,890 4.08
$0.75 8,529,400 1.76
$1.12 1,426,819 0.17
24,045,109 3.03
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The fair value of warrants was estimated using the Black-Scholes valuation model with the
following weighted average assumptions:

Six-month For the year
period ended ended
June 30 December 31
2011 2010
Dividend yield Nil Nil
Expected volatility 76.19% 115.49%
Risk-free interest rate 1.86% 2.15%
Expected life (years) 2.00 4.94
Fair value of warrants granted ($) 0.13 0.19
11 Financial income and costs
Three-month period ended Six-month period ended
June 30 June 30
2011 2010 2011 2010
$ $ $ $
Financial income
Interest income (44,194) (22,489) (45,863) (53,729)
Gain on sale of available for sale investments (9,300) (4,234) (10,672) (6,690)
(53,494) (26,723) (56,535) (60,419)
Financial costs
Interest on long-term debt 297,308 235,059 591,905 464,759
Interest and bank charges 29,494 1,090 57,802 18,795
Amortization of deferred financing expenses 29,375 29,375 58,750 58,750
356,177 265,524 708,457 542,304

12 Segment information

The Company is organized under one single business segment, being the research and development of
vaccines. Substantially all of the Company's property, plant and equipment and intangible assets are
located in Canada.
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All revenues of the period have been allocated based on the location in which the sale originated. All of
them have been generated in Canada. 100% of the revenues for the three and six-month periods ended

June 30, 2011 and 2010 were with one customer.

13 Loss per share

Basic loss per share is calculated by dividing the net loss for the period attributable to equity
holders of the Company by the weighted average number of common shares outstanding during the

period.
Three-month period ended
2011
Net loss attributable to equity holders of the
Company 4,882,989

Weighted average number of common
shares outstanding

171,165,109 118,224,146

Six-month period ended

June 30 June 30
2010 2011 2010
3,998,409 9,934,341 7,740,798

154,745,934 116,990,030

Basic net loss per share 0,03

0,03 0,06 0,07

The following table summarizes the reconciliation of the basic weighted average number of shares
outstanding and the diluted weighted average number of shares outstanding used in the diluted loss

per share calculations:

Three-month period ended

Six-month period ended

June 30 June 30
2011 2010 2011 2010
Basic and diluted weighted average number
of shares outstanding 171,165,109 118,224,146 154,745,934 116,990,030
Dilutive effect of stock options 2,023,295 1,119,394 2,001,588 1,665,714
Dilutive effect of warrants 900,182 6,544,753 821,516 9,153,367
Diluted weighted average number of shares
outstanding 174,088,586 125,888,293 157,569,038 127,809,111
Excluded from the calculation where
exercise price are greater than average
market price
Stock options 2,781,646 6,233,883 2,786,358 5,687,564
Warrants 9,956,219 10,120,696 9,956,219 10,120,696

For the three and six-months periods ended June 30, 2011 and 2010, the diluted loss per share was
the same as the basic net loss per share since the dilutive effect of stock options and warrants was
not included in the calculation; otherwise the effect would have been anti-dilutive. Accordingly, the
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diluted loss per share for those periods was calculated using the basic weighted average number of
shares outstanding.

14 Financial information included in consolidated statements of cash flows

(@) Changes in non-cash working capital items

Three-month period ended Six-month period ended

June 30 June 30

2011 2010 2011 2010

Amounts receivable (41,860) 129,201 (170,643) 112,448
Investment tax credits receivable (499,839) (144,454) (351,840) (309,695)
Prepaid expenses (107,659) 20,073 116,731 66,659
Accounts payable and accrued liabilities 214,829 60,047 (221,641) 448,682
Deferred grants on research agreement (184,462) 1,810 3,026,719 (122,552)
(618,991) 66,677 2,399,326 192,542

(b) Supplemental information on items not affecting cash and cash equivalents

Three-month period ended Six-month period ended
June 30 June 30

2011 2010 2011 2010

$ $ $ $

Acquisition of property, plant and equipment
in accounts payable and accrued

liabilities 154,952 - 154,952 -
Acquisition of intangible assets in accounts -
payable and accrued liabilities 169,898 - 169,898

15 Commitment

On March 31, 2011, Medicago USA Inc. amended a lease agreement signed on August 10, 2010, which
resulted in an increase in premises amounts to US$ 7,060,000. This lease begins in July 2011 and
expires in June 2026 with a renewal option of five years. The increase in minimum lease amounted for
each of the next five fiscal years is as follows: US$190,000 in 2011, US$385,000 in 2012, US$397,000
in 2013, US$408,000 in 2014 and US$421,000 in 2015. Following the signing of the amendment, the
Company increased its letter of credit in favour of the lessor from US$337,500 to US$ 696,000.

In this amendment the Company committed to pay US$8.4 Million for equipment to be installed in its

US facility. Such amount shall be payable by Medicago in five monthly equal instalments of US$1.674
Million, which has commenced in April 2011.
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16 Transition to IFRS

The Company's condensed consolidated interim financial statements have been prepared in accordance
with IFRS. The consolidated financial statements prepared under IAS 34 and IFRS 1, "First-time
Adoption of IFRS", has been applied. The Company's transition date is January 1, 2010, (“transition
date™). The Company prepared its opening IFRS statement of financial position at that date.

The effect of the Company’s transition to IFRS is summarized in this note as follows:
a) Exemptions and exceptions from full retrospective application elected by the
Company;
b) Reconciliation between IFRS and previous GAAP;

c) Explanatory notes of significant difference in accounting policy between
Canadian GAAP and IFRS.

(@) Exemptions and exceptions from full retrospective application elected by the Company
The Company has applied the following transition exceptions and exemptions to full retrospective
application of IFRS:

As
described
in note 16¢)
Exemptions

Share-based payments i

(b) Reconciliation between IFRS and previous GAAP

The following reconciliations provide a quantification of the effect of the transition from Canadian
GAAP to IFRS for the respective periods noted for equity, loss and comprehensive loss:

1. Reconciliation of equity

Note June 30, December 31 January 1,
16¢) 2010 2010 2010
$ $ $
Total equity under Canadian GAAP (2,465,081) (5,158,485) 4,100,734
Share-based compensation
Deficit ii (230,512) (302,024) (161,814)
Stock option plan ii 230,512 302,024 161,814
Total equity under IFRS (2,465,081) (5,158,485) 100,734
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2. Reconciliation of statements of comprehensive loss
For the year ended December 31, 2010

Other
Note 16¢) comprehensive Comprehensive
Net loss loss (income) loss
$
Under Canadian GAAP 16,343,663 (123,413) 16,220,250
Share-based compensation expense i 140,210 - 140,210
Under IFRS 16,483,873 (123,413) 16,360,460

For the three-month period ended June 30, 2010

Other
mprehensive loss  Comprehensive
Note 16¢) Net loss (income) loss
$
Under Canadian GAAP 3,963,399 1,373 3,964,772
Share-based compensation expense i 35,010 - 35,010
Under IFRS 3,998,409 1,373 3,999,782

For the six-month period ended June 30, 2010

Other
mprehensive loss  Comprehensive
Note 16¢) Net loss (income) loss
$
Under Canadian GAAP 7,672,100 451 7,672,551
Share-based compensation expense i 68,698 - 68,698
Under IFRS 7,740,798 451 7,741,249
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(©)

3. Reconciliation of statements of cash flows

The transition from Canadian GAAP to IFRS had no significant impact on cash flows generated by
the Company.

Explanatory notes of significant difference in accounting policy between Canadian GAAP
and IFRS

IFRS 1 exemptions

(i)

IFRS 2, “Share-based Payments”, encourages application of its provisions to equity
instruments granted on or before November 7, 2002, but permits the application only to equity
instruments granted after November 7, 2002 that had not vested by the transition date. The
Company elected to avail itself of the exemption provided under IFRS 1 and applied IFRS 2
for all equity instruments granted after January 1, 2006.

Measurement

(i) Under IFRS, an estimate is required of the number of grants which are expected to vest, which

is revised if subsequent information indicates that actual forfeitures are to differ from
estimates. Under Canadian GAAP, forfeitures were recognized as they occur. Moreover, under
IFRS 2, each tranche in an award with graded vesting is considered a separate grant with a
different vesting date and fair value. Each grant is accounted for on that basis. As a result, the
Company adjusted its expense for share-based awards to reflect this difference in recognition.

Other changes in accounting policies

(iii) Financial instruments

The term deposit and security deposit are no longer classified as available-for-sale financial
instruments but reclassified as loans and receivables. Accordingly, they are initially recognized
at fair value plus transaction costs and subsequently carried at amortized cost using the
effective interest method. The reclassification has no significant impact on the financial
statement.

Cash and cash equivalents are classified as loans and receivables, while under Canadian GAAP
they were classified as held-for-trading financial instruments. The reclassification has no
impact on the financial statements.
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17 Additional IFRS information for the year ended December 31, 2010

a)

b)

Compensation of key management

Compensation awarded to key management included:

Salaries and short-term employee benefits
Share-based payments

Expense by nature

Research grants and contribution

Research and development tax credits

Other research and development costs

Employee benefit expenses (note 17c)

General administrative, business development and intellectual
property

Depreciation of property, plant and equipment

Amortization of intangible assets

Financial expenses

Employee benefits

Salaries and wages
Stock-based compensation granted to directors and employees

Year ended
December 31,
2010

§

1,604,548
371,487

1,976,035

Year ended
December 31,
2010

$

(1,036,384)
(1,327,663)
7,983,256
7,720,986

2,752,930
406,643

89,746
1,077,840

17,667,354

Year ended
December 31,
2010

$

7,076,032
644,954

7,720,986
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