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Introduction
Description of the Assignment

Lormus lmwuuwmwaammmm.
*we'" or mmwmmmmnhhﬂmthdh
mmmn_mnmm

cancer candidates, Viiizin® GTL2040, inciuding related and lioenses,

wwmummwmwm For

ammmdnmmmbummmmm

undar the heading Description of the Subject Property.

Summary Description of the Company '

Mhahmmmhhm.mw development of
and tachnologias for the management of cancer The Compeny has &

Sublect Property.

Definition of Falr Market Vaius
hmﬁnﬂnﬂﬁnmﬁm%h%dﬂnﬁmdﬁrmm’:

wﬁuﬁ.mdmmhmwwmmmm
ummmwuﬂwmwmwmwm

rolavant facts.

Fair markel value has baen established mmmmwmwmw
use of the subject [P will remain in the therapeutic treatrnent of cancer.

k uwmmunwmmmm Terms adopted by the
mmuwwmwwmmﬂw .
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to the
Mmmaum1mnmunmmtmummw
heading Valuation Anslysis below). '

2. Ciosing exchange rais as et November 30, 2008, &s reporied by the Bank of Canads.

foregoing. % Is our opinion that the fai market velue of the Subject.
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judgement, relled upon and essumed the compieteness, acourscy and fair

of 8l the financial and other Informalion, data, advice, opinions and representstions
ghﬂﬂwmﬂmymkm.hmmhnm{m,h
Information®). mmmwhmmm.wmmm
the completeness, accuracy and fair presentation of the Information. The Information we relled
upon in making this assassmant includes the faliowing:

« Lorue’ conscildated financlal statements for the fiscal year ended May 31, 2006 and the
theee-month period ended August 31, 2008;

-. wmmmmm‘mm

(] wmmmmmammummm
candidates, including decision free snalysss and projected miiestone dates;

&mm#hWhﬂmﬂmmwmwﬁ
pending, es of tha Vielustion Data;

. WWW'MMNWWWNM
Camire of Capitul Inc. both dated February 2, 2006;

« Selscted Information on guideline companies and precedant transactions;
] smmmhmmmmwmmuumm;

avelopinant and
avwnhwﬂmmwhmmummmm:m

« Such oiher corporate, industry and financial merket information, Investigations and
Wunmﬁuﬁmwmmhhmmm.

memmduwmymmmumwtmuhm of our
mwmmmhmm

. mmﬂW:MMthnﬂmMﬂ

+ Oblsined @ manegement reprasentstion lotier confiming the completenass, accuYacy
end fair presentstion of the information.

mmmmbhbaﬂnfukmuhdwamw.mmummmu
mmmmmummwm
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The Market for the Subject Property

there sre s meny prices for an Intangidie asset (A) as there aro
potential purchasers. The value a potential biyer wil escribe to @ particular IA wil
mmmuﬁmmmmmw.Wum
cbjecives. Therefors In evalusting a particular acquishion opporfunly, prospective purchasers
mmnwmmmummmmhmhm.

3. Swstegic buyers ook to scquisiions a3 a means of achleving long-tem corporats objectves (s.9. entar
@ new market, elrnineta » competitor). Stratagic buyers, for the most part. ere rapresanted by large
mmmmmhmnmmm

LY mmmhmm-wwwmmn
mﬁlﬂmdhwm.duﬁhhummd&*wm.

1, mwmmuhwmmmmwmhw
mwumuammdmmm Furtherman, Senlor Mensgement
mmumuwmmwmmnmhmm

' 1n the comtmd of & nalions! market valuation, whera there s rio hasie i support & special purchasar
rarknt, the acoapted practics s 1o vaius the subject IA In terms of s intinsic or stend-slone valus,
withoul considerstion of potantial apecisl purchaeer benefits. ‘
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GDP Growth

PR P . e e T e e et

and second
enmualized
of less
quarter,
rase
% In the
the high
growth in
nment Is
corporate profits in the future,

g anage

Canadian Economic Qutiook”
rate

3.6% end
quarter
report real
grew 4.2%
annusl rate
doller and jow interest rate

nnualized
cocled In
that
consumer
on
third querter to &
Growth in services was offest by 2 weaknoss in

govermman bond
annualzed

GDP growth () % growth)
CPI {#y % growth)
S-month T-HH rate
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grew at
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EppR 558

o & lesser extent, higher energy prices are
Mmmmmmumm

On the positive side the high

' BMO Finencial Group, Economics Depariment, December 1, 2006,
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I Business Dutiook Survey, Bank of Canada, Autumm 2006 edition.
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T industry
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$1B or more of annual soles
tha secior

therapies

sales

North Amerioan pharmaceutical sales
Pharmaceuticsl sales in top 8 couniries
Ssles of top ¥en pharmaceutical firma
waumm
Sgles of fop fen drugs
Number of blockbuster drugs -

par of blockbustar

_ growth rate of bebween 18% and 20% to 2008.

M Figures complied from information found in the publication tiled Lntaiigence.360 Giobal Phammaceutical

wmm.mmmmmwmmm

1 A total of 31 new compounde were lsunched in 2004, of this tota} 8 were diracted ol the trestiment of

cancern.
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Business and Regulatory Environment

E
:
i
:

innovative, : i and
Therefors most of the velue the merkel secribes 1o @ pharmaceutical firm can be traced 1o ks
product pipsiina and ke sales and marketing infrestructure. '

In order to conkrol @ large sagment of the value chain development stage firms noed 1o retaln
controt over their 1P and develop strong alllances with firms thef possess complemeantary essals
(e CRO's, contract manufaciurers snd/or collaborative agreements with big phanmaceutical

companias).

Incustry Value Chaln — Blopharmaceutical Firms
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that aee ost ¥ genaric meanufacturern B8 dnig patents aipioe,
mmumwmmhuumm.mwm

reprosenistves (Le, detaiing).

mammmmwmmmdmn
Hmmmmmmmm-uhmmmmmmm

commissiona paid to saies

growth bt o repleoe revenues
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The Company
History and Description of the Company
Lons s 8 He sclences company focused on the discovery, ressarch and deveicpment of
ofiective anticancer theraplsa with high sefely. Lorus hee esisblished a divenss, anficancer
produed pipeline supportad by a growing intellectual property portfolio.

The Compeny research and development activities focus on the development of three separate
therepeutic approaches, each of which fs depandent on a separaia technology. The enficancer
drig candidates Lorus Is working on fell under one of the following lechnologies:

antisense, and smal molecuie theraples (Refer io discussion below under the

immunotheragies,
heading Drug Developmant Ploafine).

[ - T




Immunctherapies are a cises of thersples that work against divesse by sitampling fo produce active or
Anfisense Srapy represants 8 powsrful meens 1o sslectively decTeane exprassion of diseate-causing

genos, providing the potantisl of reducing melgnancy while svaiding adverse side aflects
with inhibition of mulfiple tarpets common with cther forms of therapy, .

Small molecule chemotherepies larget biochainical paliweys that ero key to the development of
r.wamﬂw“dmﬁmuwdmlmmmum

5 mmw-wummamuwmnmwm

2501, mmmhmmummmmmmm
mﬂmmmwwwwm& RNR Is mado up of two
mmwmmwmmntaumuhmu
deaxyrioonuciectides, which em the bulding blocks of DNA. Since RNR activity |5 highly slevated i
wmwwnmmmmmmummm
m»mhnmaumm)uummlmmﬁm
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GTL250, Lonis' second leading anflserse dug Gandidate, has concludad a Phase | cinical
trial”, and Is cumenty enrolling patients In @ Phase Hl dinical trial, in combination with docetaxal
for the treatment of prostate cancer. With respec! o patents, GT)2501 recelved a patenl in the
United Ststes, & patent allowance in Europe, and an spplication has been filed In Canada and
other Infemational jurisdictions.
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compound for developments &3 a drug candidate for the treatment of colon
non-amal call lung cancer, basad on is potent in vilo and In vivo efficacy in
of human canoer, and on ks safely profile.
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Lerus has spent more than $100 mikon to soguire and develop s technology assets.
provides a breakdown of the Company's aocuamuisted RED expanditures by plaiform
alongside s actual and planned fiscal 2008 and 2007 RED expenditures:

Research and De Expanditures
in Millons of US dollers

e

7
!

{

) 882
ara 25
42 15
A0 3302

. g study la being conducted ut thres centors and is led by Dr. Scoll Benry of Sunaybrook and Womens
Gancer Genira In Toronto, GT1-2501 hes enficancer activity In a manber of snims] modeie of human
cancer and 8 dose of 210.8 mo/m2Z/day was shown to be safs in humans in a previously compiesiad
wlmmmmnmmmmdummmnuhm
the safe phese Il dose of GTH2S01 In combination with docetaxe!, Pharmacokinelic and toxcity rgults
wil be pressnied small moleculs chematheraples target biochamical pathweys thal am key o the
development of cancer, and sra potentially capable of preventing the sprerd of cancer and e

pro¥ferstion of cancer calts.
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Current Financial Position and Planned Capital Requirement

As at August 31, 2006, the Company'’s cash position stood at $18.2 millon, Senior Managemant
anticipates thet level of cash resources will adequately cover the cost of the Company’s planned
research & development activities for the naxt 12 montha.

Cundenssd Balanve Sheel - in CS000's

AapalT] 2000 My L2008
Cash and short trm hvestments $13,159 $8319
Other current assals 703 515
Capitel tnssts 788 285
Inangible sssels 14 i
Total sesets 087 #1r
Currant Bsbililes $3.044 $3,016
Long tam cebl a2 11002
Tolel lisbiitias 14,285 14,017
Shareholdars’ squity 708 (2.556)
Tolal Rabifies and equiy 20971 35 b §

Intellectual Property

Lorus owne or has rights to more than 30 lesued and pending patent famifes n
jurisdictions around the worid. As of May 31, 2008 Lorus's patent portiollo included 48
patents end 80 pending patent applications

13
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filinga;
information relsting to the proper production, handiing, storage and

. WMrmmthdhmmwmmh
# commercial conteat.

Although 1t s theoreticslly possible to value the paris of the Subject Property, for
purposes of this valuation we have made no atlempt to do

2 perkatbased methodologies stress the comparstive characterielics of ressansbly comparable Bssets.
“This approach relies on the avalablity of sufliclent reliable merkot detived transactional data.

R income based spproaches rely on tie principle thet the valus of # business acest is diractly relsted Lo
{is undedlying esmings polsntial,

¥ Coatbased approsches Tocus on the subject propery's ulity characleristics. This approach s most
silted to valuing special purpose aepets thal ere relatively new, conskiemd o be_empioyed in their
highest and best use end are uniikely to bo soid or icasad In the open markel

¥ n making this defermination, we considersd the chamcinristics of the Subject Property and the lack of
raflable quideline treneactional deta.

2 Themethod used lo delerming the valus of the Campany's dnug candicates Is refermed & es e
risk-adjusted nat prasent valus (INPV) method. The miPY ciffers from comventionsl nel present
Viiue mathod fn 8o far ss R allows an enalyst i racognize tachnical risks diroctly through the epplication
of cinical Buccess fales in the detsrmination of axpected future cesh flows.

T A seller wil obtain a higher prica for a patent if 1t Is sold as past of w technalogy bundie rsther
than . Ab sWays there are excaptions to this rule. For instantb a biotach oompany could
MhﬂmuMﬁmthmﬂnquﬂm
therapeulic uses for tha patenied technology. 18
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the Co ravenue model. Afler reviewing these assumptions with
uam\plmlunwm“ mpany'’s g g by
gssumpiions In our product NPY analyses.

Key Assumptians underlying Revenue Mode! =
Although Lonss' antisernse program Is currently undergaing multile a variely of cancer
indications, its business case ks premised on the view et there is probability thal tha

sntisense will 2 drug candidste capshle of meeting ME™ for commercial
Mﬂﬂﬂ:ﬂﬂ mﬂdﬂ hwhhmuaﬁﬂhﬁmhmdh
Six cancer and also reach psak product sales of approximataly '_‘ulm.
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Valuation Analysis
DCF Analysis
Although there are a number of vesistions, al DCF methodologies rest on three fundamental
sssessments: (1) an assessment of a sbream of economic or cash flows that can ba
properly atiributed to the subject IP during e finfe future ; {2) an sssessment of an

appropriaie discount facior 10 be used i convert the future cash fiow etream inio a capitel sum”;
and (3) an assessment of the continuing or tarminal value of the sulject I, if any, al the end of
the fnile fulure pericd. This latier sssesasment Is dependent on, among other things, the

useful We of the subject IP and the exten? to which the P holder can exiend the

econcmic life of the sublect IP through re-investment.
Exonomic Incama

As our measure of soonomic income we seleciad the level of royally Income anticipated from
eech of leading drug candidates. This measure of economic income is defined in the table below:

®. ‘This measwre of income Is referred to s socnomic Incomé end R represants the total investment retum
purchesers can expedct o realize from their laveatment. The Motal return on Investmant wi
come In the farm of dividends, Irterest, discretionary bonvses and capitsl gaing realzed from

the uitimaie sale of the sublect business interdst.

% The sppropriaie ciscount rele Wik be @ fimolion of the fimvs opportunity cost of capital, end Is
by referring to the miss of retum avediebie on private equity investments with comparable

detarmined
retun and sk charsclerstics.
18




hmhﬁ@unmnﬂnmuﬂﬂdhwm.n
reflacted In forwart-looking date complied by Ibbotson Associeies™. The key parameters we
incorporeted In gur GGM are sst oul In tha table found balow;

Meoosire

35%
18%
%
24.2x
12%

. Similarly, in spplying the MCAPM we referred to astimates of the industry cost of caplial, as

oompliad by Ibbotson Associates™. The key perameters incorporsted in MCAPM ere 26l out In
the table below: .

For purposes of our analysis we have assumed that the Subjec! Properly will have
value 12 years efier commercial launch (Le. ths sconomic Ife of the subject [P doses

beyond the projection period).

3 Cost of Copital 2008 Yearbook, Deta complied Brough June 30, 2006 for publicly sted pharmacewutical
compenies faling under SIC code 2838.

i ]
, ibid,
M. Regulatory risk ls captyred directly it our probabllity weightsd DCF analypia,

et e - ——
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Bummary Conclusion
Based and subject of the foragoing we have determined the fair market velue of the Subject
Property 1o be USS33.1 mEllon. Our supporiing analysls ls delafed In Sohedula A-1
sccompanying this report.

As 8 test of reesonablenass we comparad our velue sssessment (o the corresponding vaiue
pubiic marksts have sscribed o the Company’s technology assels at the valuation date.
enolysis is set out below;

the
Owr

¥ En bioc fair market value of he Subjact Property of US$33,1 mislion transiated intn Canadian dofars st
an exchange rete of §1.14.
% Management estimsica thet Lorus’ future tax assets heve @ present value in the range of §7.5 milon
and $5.5 miflion,
18
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Market Trading Analysis

Our sample of guidsline companles consists of 10 publicly kated biopharmaceutical companios
lnvoived in the deveiapmant of cancer drugs®. Our regression analysls supports the view that
market price to book value multiple ks the valuation metric that best explains the cross-sectional
vasiation of the market vaiuss of developmant stage blotechnology fkms. Our anafysis Is set out
in Schedule B-1 accompanying this report.

Precadent Transaction Analysie

Wa ponducted an enalysis of 7 mengars &nd acquisitions compieded during the pertod from 2001
to 2005 involving firms involved in the development of oncology drugs. The foous of our
precodent transaction anplysld i3 On expreesing frensaction prices s 4 multiple of the target
firm's gversge annual RAD expendiures during the |ast three fscal yeprs precading the
mmmammmmunMMmmmwmm

MEA activity involving biophermaceutical frms
Deagiotive Stetistics
Msan 3.5
Madlan 38
Meandriinn 4.8
Minimum 14x
_ 38

¥ in parforming our analysis wa siectad wealth maragement frme that, for purposes of Eils vehualion
anglysis, ware desmed to be ressonebly comparabls to Lorus. However It should noted thet none of

solactad firma she considered ldentical to Lorus. %

= 5
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mmwhmmdummmunmm ks
ownership being free and clear of any llens or encumbrances unlesa otherwisa tated;

Following the Valuation Dete the Subject Property wil continue to be subjec! 1o
respansibie ownership and competent management;

With the excepion of those egreements goveming thé subject transactions described
herein there are no agreements or contracts cumently being considerad that would have
a material efisct on the future operstiona and financial position of the Company;

mmmmdh&ml’m provided by management, ks accurate and

compiete in malerlal respects, otherwise slated, there ere no hidden or
wmwmwmwmmnm

The Company is In full compilance with all federsl, provincial and local lews and
regyulations,
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Limiting Conditions
We have assumed thal there hes been no material change or omission of material fact relating o
any aspect of the Information, described in this repart, tha! has not boen disclosed to us, which
would rezsonably be expeciad to materially effect the valuation conciusions exprossed hereln.

In order to amrive at our fair market valug assessment we heve also ralled on ceriein

'i
:
;
|
:
%
i

This repert Is not intended for genenal craulation or publication, nor is it to be reproduced or used
for any purpose other than that outlined in this report without our written consent in each specific
. We will not ssume any responsibllly or Habllity for any losses wising from the
circulation, publication, reproduction or use of this roport contrary to the provisicns of this

?

We reserve the right but are under no obiigation o review i calculations referred fo in this report
and, If considered necessary by us, to revies our conclusions in light of eny additional iInformation
al the Valuation Date, which becomes avallable o us subsequent o the date of this

i

It Is understood, by expressing this opinion. wa are not required to give tectimony and/or be in
atisndance in oout with reference to the Subject Property, unisss proper arrangements are mede

¥
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1%

Frank Du Lisie, CACBY




Frank De Lisio, B. Comm, C.A,, C.BV.
Curriculum Vitse

Renge of Experience

Mr. De Lisio Is a partner of C/A Vahuations Inc., & specially fym focused in the
aress business accounting analysls and disputs resolution, and corporats finance.
C/A Vaiuslions Is @ momber of the Tax Speciafist B American network of

CQuantification of economic damages
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Frank De Lislo, B. Comm, CA,, C.B.V.
Gurriculum Vitae

Industry Experience

atm1mw.mm.mmmmmm&umwwdm

+ Abroad spactrum of manufacturing * Public secior privatization intiatives
» Constuction and real estate + Pharmaceuticels

+ Consumer produdts s Computer hardware and software
» Cable lelevision systems » Financial services

» Franchising * Mining, precious metals

* Transportation « Uiities

Publications, seminars and workshops

m.mmmmm:mwm-tmmMummm
mmwu:wammmmmm
mmmmm-mwummmwumu
accounting and tax practitioners.

Contact Information

CfA Valuations Inc.

2225 Sheppand Avenue East, Suite 1001
Atzia lll, Toronto, Ontarie, M2J 5C2

Tel: 416.488.5285 Fax: 418.408.8501
s-mal: defisiofPeavaiuations.com



