MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

Re-dated to July 29, 2011, date on or after thepathdent Auditors’ Report
included in the audited consolidated financial staents for the year ended March 31, 2011

This management discussion and analysis (“MD&A”")swaerformed by management using information avkdlab
as of July 29, 2011 and should be read in conjanctvith our audited consolidated financial statetsefior the
year ended March 31, 2011 and the related notelidied thereto. These consolidated financial statg@siare
prepared in accordance with Canadian generally g@ted accounting principles (“Canadian GAAP”).All
amounts are expressed in Canadian dollars unldssraise indicated. Additional information relating Pacgen
Biopharmaceuticals Corporation (“Pacgen” or the “@gpany”) can be obtained from SEDARvaww.sedar.com
On June 8, 2010, Pacgen completed a share consiolidéhe “Share Consolidation”) on a two to onedm All
comparative common shares, warrants and optiond, e share amounts have been retroactively redtiasehis
MD&A to reflect the Share Consolidation.

The forward-looking statements in this discussiegarding our expectations of our future performarguidity
and capital resources and other non-historical sménts include numerous risks and uncertaintiese Words
“anticipates”, “believes”, “estimates”, “expects”, “intends”, “may”, “could”, “plans”, “projects”, “wi |II”,
“would” and similar expressions are intended to mtiéy forward-looking statements, although not faliward-
looking statements contain these identifying word§Such statements involve known and unknown risks,
uncertainties and other factors that may cause aatesults, level of activity, performance or acl@ements to be
materially different from those implied by suchtetaents. Such factors include, among others, tagesof
development, lack of product revenues, additioagital requirements, risk associated with completid clinical
trials and obtaining regulatory approval, dependenon collaborative partners, our ability to proteour
intellectual property, our ability to stay compgti in a rapid changing industry environment, and ability to
raise new capital. We undertake no obligation éwise or update forward looking statement in thiscuassion
whether as a result of new information, future éser otherwise. Accordingly, readers should nieice undue
reliance on forward looking statements in this dssion.

OVERVIEW

We are a life science technology transfer compacyded on the commercial development of novel peerigc
drug candidates up to Phase I, proof of concefitagfy in human. We identify innovative therapeudirug
candidates globally, and develop these drug catetidavith collaborative partners in accordanceh® Wnited
States Food and Drug Administration (the “FDA”) uegjory standards, to feed the product developrpgrglines
of the pharmaceuticals industry. We currently hiave product pipelines in our technology portfolRAC-113, an
anti-fungal for the treatment of oral Candidiasiad PAC-G31P, a novel peptide therapeutic desigoeteat
inflammatory diseases characterized by non-beméfautrophil.

PAC-113 is a 12 amino-acid antimicrobial peptideiwda from a naturally occurring histatin proteiouhd in
saliva. This peptide alters the permeability ofdal cell membranes causing cell death. We areldewg PAC-
113 in a mouthrinse formulation for the topicabtraent of oral Candidiasis. Oral Candidiasishough, is usually
seen as a secondary consequence arising from omenoimber of primary or underlying medical condito
including HIV/AIDS, cancer, diabetes, asthma ancbsemia (abnormal dryness of the mouth). We alethiour
rights to PAC-113 through a sublicense agreemetit @emegen, Inc. (the “Demegen Sublicense”) in Gaty
2005. The Demegen Sublicense provides us withusix@ worldwide rights to develop and commercialPZeC-
113 for human oral disease conditions. Since oistgithese rights, we have completed formulatictin@pation
work, a Phase /1l proof of concept clinical studg well as a Phase IIb dose-ranging study. Tkee fdam our
clinical studies demonstrates that PAC-113 is &ffedn the treatment of oral Candidiasis. Theadalso suggests
that PAC-113 compares favourably to the efficacsnadestrated by Nystatin, a current standard of cddee to
financial constraints, we have deferred our prodigetelopment since the completion of PAC-113 Phiaseinical
trial in June 2008. We are currently working with New Summit Biopharr@®. (“New Summit Bio”), our
collaborative partner, to raise funding for the elepment of PAC-113 for the market in China. Wattwe to
pursue for collaborative partnering opportuniti@sregions outside of China.



PAC-G31P is a small recombinant protein that igrehetic analogue of the human cytokine calledrlatikin-8
which is the key chemokine involved in neutrophdcnuitment. We are developing PAC-G31P to treat
inflammatory diseases. Non-beneficial neutrophiéruitment is a key characteristic of a number afta and
chronic inflammatory conditions, including acutspiatory distress syndrome, severe asthma, cholistuctive
pulmonary disease, pneumonia, Crohn’s Diseasenraimid arthritis and ischemia/reperfusion injuky/e obtained
exclusive worldwide rights to PAC-G31P technology the prevention and treatment of severe inflanonyat
diseases characterized by neutrophil over-recruitnmeApril 2006, through the acquisition of IL Tita@eutics Inc.
(“ILT”). Since taking over the PAC-G31P programg wonducted a number of preclinical and mecharsstidies,
and initiated formulation development work. PACA4®3is currently in preclinical development. We éawot
conducted any research and development of PAC-Gaide late 2008 due to financial constraints. We a
currently seeking for a joint-venture partner tondoct preclinical studies to add data to our paekfy out-
licensing purposes.

We currently hold the rights to 26 patents and 8feqt applications in the United States and othesdictions
relating to products in our development pipelind/le also hold 2 granted patents and 7 patent apphsaand
intellectual properties to two other research conmuois that we no longer develop.

CORPORATE DEVELOPMENT SINCE LAST FISCAL YEAR

On April 19, 2010, we announced that we had arrdregeon-brokered private placement financing (tRevate
Placement Financing”) of $600,000 of subscripti@teipts (“Subscription Receipts”) subject to satitdry
completion of certain conditions, including the epal of the TSX Venture Exchange. We also annedrthat we
had initiated a financial restructuring (the “Fic&l Restructuring”) to reduce our indebtedness thatl we would
seek shareholder approval for a consolidation af common shares on a two to one basis (the “Share
Consolidation”).

We obtained shareholder approval for the Share @idiasion at the special meeting of shareholdetd be May
25, 2010, and closed the Private Placement FingrazirMay 28, 2010. Under the Private Placemerdrigimg, we
issued an aggregate of 10 million Subscription Réseat a price of $0.06 per Subscription Recefpt gross
proceeds of $600,000. Upon completion of the St@wasolidation, each Subscription Receipt autoratiyic
exercised, for no additional consideration, for oomimon share.

On June 8, 2010, we announced the completion dblttaee Consolidation and that our common sharesnened
trading on the TSX Venture Exchange on the conatditibasis. We issued 22,618,143 common sharssgmirto

the Private Placement Financing and the Finanaistrmcturing. The 22,618,143 common shares inc{i)dan
aggregate of 10,000,001 common shares issued inecton with the automatic exercise of the 10 wnilli
Subscription Receipts of the Private Placementrigimg, and (i) an aggregate of 12,618,142 comniteres
issued in connection with the settlement of an eggfe of approximately $879,000 of indebtednegzsaasof the
Financial Restructuring. All common shares issueder the Private Placement Financing and the Eiakn
Restructuring were subject to a four-month holdpagiod which ended on September 29, 2010 and QOctbe
2010, respectively. Following the issuance of ¢heemmon shares and the Share Consolidation, we had
41,690,494 common shares issued and outstanding.

On September 30, 2010, the Company held its arandhispecial shareholder meeting of shareholder6A.

At the AGM, the Company appointed Mr. John Hsuaitstdwoard of directors. Mr. Hsuan, an establishesiness
leader in Taiwan, brings to Pacgen a wealth ofegméneur experience. His extensive backgrounddes global
operation management, international business dewmdot, and venture capital experience. Mr. Hsuas h
incubated and co-founded more than 20 public comepanHe currently serves as Chairman of NCTU Ventu
Capital, Ltd., NTCU Spring Venture Capital Co., Lt#laxima Capital Management, Inc., as well as &aya
Technology Corporation. Mr. Hsuan also currendiyves as the Emeritus Vice Chairman of United Mitzctronic
Corporation (“UMC"), a leading global semiconducfoundry traded on the New York Stock Exchange el
Taiwan Stock Exchange. During his tenure with UMCover 20 years, he held several senior positiodsiding
Chief Executive Officer, Chairman and Vice-ChairmamMr. Hsuan holds a Bachelor Degree in Electronic
Engineering and an Honorary Ph.D. Degree from Mati€Chiao Tung University in Taiwan. He has reediv
numerous business achievement awards in Taiwanhasdeen awarded 44 patents in USA and 41 patents
Taiwan.



On March 14, 2011, we announced that we have t@dtia corporate transformation by integrating amistics
division into our corporate platform. As part betcorporate transformation, we have entered igteeament with
General Biologicals Corporation (“GBC”) for exclusidistribution right to market and distribute #rgire product
portfolio of GBC in regions of North America and i€&. We have also signed a non-binding lettemédrit to
acquire the business and operating assets of CadeBbrporation (“CurieMed”), a wholly owned subsigi of
GBC. CurieMed provides molecular diagnostics testind imaging services such as PET/CT scans. laviet@
leverage these arrangements to transform into fesw&tained revenue generating company. This sitigui
remains subject to the negotiation of a definitiggeement between the Company and CurieMed, atalrcether
conditions. We plan to raise a bridge financingdiriance our operations to the completion of thguéition. We
expect that the acquisition of CurieMed would getercash to finance our business operations arashdial
obligations.

On March 31, 2011, we issued an additional 149,&@mmon shares in connection with the settlement of
approximately $14,000 of indebtedness for the remgi part of the Financial Restructuring. Follogithe
issuance of these common shares, we had 41,83&#&190on shares issued and outstanding.

The global economic crisis in recent years hastte@d substantial reduction in capital in the cradarkets,
especially for companies in the development sta@espite improvements in the credit markets in ribeent
months, smaller biotechnology companies, which geeerally viewed as higher risk investments, camito
encounter difficulty in raising new capital. Tlasonomic environment has also significantly afféatar ability to
secure collaborative partnership that provides amtfrlicensing revenue or immediate funding for prad
development. There is significant competitionhivitour industry for partnering research and dewelent projects
since smaller biotechnology companies have insafficcapital to carry their own product developmeithout
collaborative partners. In view of these chalksigwve continue to focus our operations exclusiuelipusiness
development seeking for joint-venture partnersoior research and development projects, as weksesaing new
business opportunities. We plan to continue &k sedditional collaborative partners to finance degielop our
drug candidates.

RESEARCH AND DEVELOPMENT UPDATE

Due to financial constraints, we have not conduetey new research and development studies sinee2(Q8.
There are currently no ongoing research and dewedap studies. The current development status @f e&our
research and development programs is as follows:

PAC-113

In May 2007, we completed a Phase I/ll proof ofaapt trial which involved 107 seropositive HIV patis with
oral Candidiasis. The clinical trial was conductdites in the United States and South Afriche flesults showed
that PAC-113 was generally safe, well tolerated| active in the treatment of oral Candidiasis valinical cure
rates comparable to the current standard of cd8ased on these results, we initiated a Phaseolb-danging trial
to optimize PAC-113 dose and formulation.

In June 2008, we completed the Phase IIb dosesrgrigal. The results demonstrated that PAC-118 eféective
in the treatment of oral Candidiasis and compaeaarhbly to the efficacy demonstrated by Nystaéirgurrent
standard of care.

The Phase b dose-ranging trial involved 223 sesdjve HIV patients with oral Candidiasis, and wasducted at
sites in the United States and South Africa. Tibjectives of the trial were to identify an optintadse of PAC-113
from among the three doses studied, and to deterthia relative efficacy of this PAC-113 dose as gared to

Nystatin in eliminating clinical signs and symptoofsoral Candidiasis. Additionally, safety ande@nce and the
microbiological response of Candida albicans tattrent were also measured.

The optimal dose of PAC-113 demonstrated a 34%as® in the primary endpoint efficacy level (corteldinical
cure rate at Day 19) for the Per Protocol analysisompared to Nystatin, and a 50% increase iediresponding
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Intent to Treat analysis. Secondary efficacy eimdpsshowed similar trends among the three PACdds®s and
the Nystatin group. The results also confirmed B¥&C-113 was generally safe and well-tolerated.

The next development milestone in the United Stége® meet with the Food and Drug Administratidnttee

United States (“FDA”) to discuss the requiremeritthe final stage of development. We are curresdlgking for a
collaborative partner to develop and market for Mweth American regions, as well as other regioutside of
China.

The development plan for PAC-113 for the marke€hina is expected to be finalized by our collabweapartner
following a meeting with the China State Food andd>Administration (“sFDA”). New Summit Bio and &gen
are currently focusing on fund raising activitinsgGhina, and plan to schedule a meeting with tii®Asghortly after
the completion of fund raising. Based on the asialgf New Summit Bio, we expect that certain hindgstudies
are required prior to initiation of a pivotal cloail trial in China. These bridging studies wouldlude studies, at
both the pre-clinical and clinical level, conductecéccordance to the standards of SFDA.

PAC-G31P

We previously conducted certain preclinical studpesnarily through our collaboration with the Unredy of
Saskatchewan, St. Michael's Hospital and the Usiteerof lowa. The results from these studies piedi
additional preclinical data to confirm the mechanisf action of PAC-G31P and the potential use 0€RA31P in
different animal models. We also conducted prdofancept formulation work through contract mantdiaiog
organizations.

The next development milestone is to conduct nacgsgudies to enable an investigational new digieation
(“IND”) filing with the FDA. We expect these st to include preclinical safety and toxicologydsts at Good
Laboratory Standards (“GLP”) level, as well as nfaoturing and formulation work at Good Manufactarin
Practice Standards (“GMP”) level. We plan to aoehse PAC-G31P program to a collaborative partoer
undertake these IND enabling studies. Currently,arne seeking for a joint-venture partner to cohaectain
preclinical studies to add data to our packagetiflicensing purposes.

SELECTED ANNUAL FINANCIAL INFORMATION
The following table sets forth consolidated finahciata for the fiscal years ended March 31, 22010, and 2009:

For the year ended March 31,

2011 2010 2009
Net loss for the period $(421,468)  $(1,625,315) $(2,282,640)
Per share loss, basic and fully diluféd $(0.01) $(0.04) $(0.06)
Total assets $64,398 $707,927 $1,676,523
Total long-term liabilities $328,559 — $216,459

@ Per share amounts have been retroactively restatéis MD&A to reflect the Share Consolidation.

Since our inception, we have not generated anyejeother than income from interest earned oregoess cash
balances. The primary factors affecting the magieitof our net losses in these fiscal years werestiope of our
product developments, and the level of internalrajgenal activities to support our corporate andsibess
development objectives. We have scale-downed perations since the fiscal year ended March 318 Z@scal
2008") due to financial constraints. In the yeaded March 31, 2009 (“Fiscal 2009"), following tbempletion of
our PAC-113 Phase IIb clinical trial in June 2088, further tighten up our operating expendituredeied further
research and development studies, and focused menatemnal activities primarily in financing and diniess
development. In the year ended March 31, 2010s¢4ti 2010") and the year ended March 31, 2011 ¢&Fis
2011"), we continued our operational focus in ficiag and business development activities.

RESULTS OF OPERATIONS



For Fiscal 2011, we recorded a net loss of $421/48801 per common share), compared to a net lbss o
$1,625,315 ($0.09 per common share) for Fiscal 20M@e decrease in net loss by $1,203,847 in F&@al, as
compared to Fiscal 2010, was mainly due to castmpay discounts and debt forgiveness resulted from o
financing restructuring efforts, as well as ourueel operating expenditures. Following our negjotig in
connection with the Financial Restructuring, weokered $400,841 of our previous operating experestthrough
cash payment discounts and debt forgiveness francmaditors, where $338,046 was research and dawelot
expenditures and $62,795 was general and admiiosireelated. Operating expenditures include remuring
expense recoveries and financial restructuringitsred $400,841 and write-down of intangible ass#t$271,872
in Fiscal 2011, and in Fiscal 2010 non-recurringtevdown of intangible assets of $244,408 and woffeof
prepaid expenses and other of $192,958. Operatipgnditures, excluding these non-recurring chargese
$554,491 in Fiscal 2011, compared to $1,143,964isnal 2010. The reduced operating expendituresmainly
due to the decline in general and administratigreases, as well as amortization of intangible ass@ther income
for Fiscal 2011 were $4,054, compared to other &6s®43,985 in Fiscal 2010. The increase in otheome was
primarily due to a decrease in financing and irgeexpenses, which was offset by an increase @&dorexchange
losses.

Research and Development Expenditures

Research and development expenses for Fiscal 2e4d $194,809, compared to $202,399 for Fiscal 20M&
have not conducted any new research and developstedies since late 2008 due to financial condsain
Research and development expenditures were primalited to patent filing and maintenance feesvald as
license maintenance fees. Our current operatiomp@marily focused on business development, vingykivith
existing partner, New Summit Bio, and seeking fddidonal collaborative and joint venture partnerginance and
develop our drug candidates. The following prosidesummary of the research and development expeeslby
programs for the two most recent fiscal years amckesnception:

Cumulative
Year ended Year ended from Inception
March 31, March 31, to March 31,
By project, 2011 2010 2011
excluding recoveries $ $ $
PAC-113 154,532 84,472 5,708,150
PAC-G31P 40,277 120,496 2,260,376
Other Projects — (2,569) 193,177
194,809 202,399 8,161,703

PAC-113

Development expenditures for Fiscal 2011 increése$i70,060, as compared to those incurred in FB@H0. The
increase was due to milestone extension fess améxtur development timelines, offset by a decimexpenses
related to the completion of our stability studsesl amortization of clinical insurance.

As part of the Financial Restructuring, we enténgd a license amendment agreement with our liceassd issued
150,000 of our common shares as payment for thestoile extension fee of US$50,000. In additioe, th
agreement also provides us with a right to furéedend the development milestone timeline to JUhe&2B812 at a
fee of US$50,000, payable in cash or equivalentbeurof our common shares.

Development expenditures in Fiscal 2011 includeuahficense fees and milestone extension fees 50800
($52,849) to extend our development timeline framel30, 2010 to June 30, 2011 and US$50,000 ($48148
further extend our development timeline to JuneZi,2. The development expenditures in Fiscal 20ddide

annual license fees, as well as expenditures atedcwith the continuation of stability studies adtfidical trial

insurance.

For the fiscal year ending March 31, 2012 (“Fis¢@12"), other than license maintenance fees, weal@xpect to
incur any research and development expendituredPAE-113. New Summit Bio and Pacgen are currently
focusing on fund raising activities in China, anldnpto schedule a meeting with the sFDA shortlerathe



completion of fund raising. Based on the analg$iBlew Summit Bio, we expect that certain bridgstgdies are
required prior to initiation of a pivotal clinicédial in China. These bridging studies would irdgustudies, at both
the pre-clinical and clinical level, conducted etardance with the standards of SFDA

PAC-G31P

Research expenditures for Fiscal 2011 decrease#8by219, as compared to those incurred in Fiscal020
Research expenditures were primarily related terpaig PAC-G31P due to the conversion of PAC-G3atemn
applications to issued patents in different juidns. Research expenditures in Fiscal 2010 wenearily related
to patenting and balance of research commitmergrdiagnse.

For the remaining period of Fiscal 2011, other tpatenting related expenditures, we do not exgeatdur any
research and development expenditures for PAC-G81iPa joint-venture partner is secured.

The PAC-G31P license (“the US License”) is heldoy wholly owned subsidiary, IL Therapeutics, IgLT").
In August 2010, ILT entered into a license amendraenl settlement agreement with its licensor toradreertain
terms of the US License and arrange settlemenitdondebtedness (the “US License Amendment”). T
License Amendment was effective on March 31, 20Rursuant to the US License Amendment, the paatiesed
to convert ILT’s indebtedness of $315,672, consitbalance of research funding commitment of $365%,and
patenting expense reimbursements of $149,768,arltan due on June 30, 2012 (the “US Loan”). Tbenkor
agreed to finance all patenting related cost Waitember 31, 2010 with a 10% surcharge to ILT, twiwas added
to the US Loan. The US Loan bears interest ateaaiprime plus 2% per annum, compounded monthiyl u
repayment, inclusive of interest, in full. As ofakth 31, 2011, interest and accrued surchargeingt&12,887
were recorded and added to the US Loan.

General and Administration Expenditures
General and administration expenditures for Figtdll were $177,475, compared to $581,420 for Fi20aD.

The decrease of $403,945 was primarily attributébleur reduced operating activities. The follogviprovides a
summary of the general and administration experahitéor the two most recent fiscal years and simagption:

Cumulative
Year ended Year ended from Inception

March 31, March 31, to March 31,

By type of expenses, 2011 2010 2011

excluding recoveries $ $ $

Consulting fees 4,286 2,939 846,339
Professional fees 65,695 80,821 1,130,681
Management fees — 189,408 189,408
Market studies and business development — 58,490 194,639
Salaries and benefits — — 2,440,714
Travel and accommodation 27,433 54,198 419,039
Overhead and other 80,061 195,564 1,564,875
177,475 581,420 6,785,695

Other than consulting fees which remained relagiible same, all expense items declined in Fiscall 28s
compared to the same line item in Fiscal 2010 dusut reduced operating activities. Managemert fediscal
2010 were related to management services acquiredgh Xphase Pharmaceuticals Inc. The decreaseeiiead
and other expense was primarily due to the relogatif our Vancouver office to a part-time packagéfice

following the end of our operating lease on Sep&m30, 2010.

For Fiscal 2012, we expect our general and admétish expenditures to be lower than those incumeBiscal
2011. We have arranged part-time packaged officditfes in both Toronto and Vancouver to meet ourrent
operating requirements. These arrangements wiemhire no fixed commitments are flexible and cd&tctive
since charges are based on usage.



Stock-based Compensation

Stock-based compensation, a non-cash item inclidegperating expenses, reduced to $104,720 in IF2¥H1,
compared to $146,053 in Fiscal 2010. Stock-basmdpensation attributable to research and developmen
operations and general administration for Fiscdll2@as $31,875 [2010 - $27,314] and $72,845 [201D18,739],
respectively. The decrease in stock-based compensegas primarily due to the reduced number ofary vested
during Fiscal 2011 as compared to Fiscal 2010.

Cumulative
Year ended Year ended from Inception
March 31, March 31, to March 31,
2011 2010 2011
Stock-based Compensation $ $ $
Research and development 31,875 27,314 456,547
General and administration 72,845 118,739 882,086
104,720 146,053 1,338,633

Amortization and Write-Downs

Amortization related to property and equipmentFiscal 2011 reduced to $20,512 from $22,118 focdti2010.
The decrease of $1,606 was due to the dispositforedain property and equipment during Fiscal 2011
Amortization related to technology, licenses agthts for Fiscal 2011 reduced to $56,975 from $124 fer Fiscal
2010 for a difference of $134,999 due to write-dawfrintangible assets in the current fiscal yead preceding
fiscal year.

As a result of our impairment test of long-livedsets, we recorded a write-down of $271,872, theaneimg net
book value of PAC-113 technology, and $244,408, rémaaining net book value of PAC-G31P technology, i
Fiscal 2011 and Fiscal 2010, respectively. In&i2010, we also wrote off $192,958 of advance paid vendor
as a result of the uncertainty surrounding contionzof our planned research and development studie

Other Income (Loss)

Other income in Fiscal 2011 was $4,054, comparether loss of $43,985 in Fiscal 2010. The inceazs$48,039
in other income was mainly due to the decreaseh@img and interest expenses by $209,118 in F@hl, as
compared to those in Fiscal 2010. This favorabigance was offset by the reduced interest and atiseme by
$6,593, increased loss on disposal of propertyezpuipment by $9,753, and increased foreign exchiosges by
$144,733.

The decrease in financing and interest expenséssial 2011 was due to the settlement of other layand

convertible debentures following the maturity oés$k financial instruments. The decrease in intened other
income in Fiscal 2011 was due to the decreasedlrierdome from the termination of the sublease at pf our

office facilities following the expiry of our leasmn September 30, 2010. The increased foreighamge losses
was mainly due to the settlement of our US denotathandebtedness, offset by the appreciation oiCheadian
dollar, in comparison with the US dollar, on our d&hominated other payable as well as accountshjgagad

accrued liabilities.

SUMMARY OF QUARTERLY RESULTS

Set forth below is the selected consolidated firdmtata for each of the last eight quarters:



4th Quarter 3rd Quarter 2nd Quarter 1st Quarter
Ended Ended Ended Ended

Mar 31,2011 Dec 31,2010  Sep 30,2010  Jun 30,01
(‘Q42011")  (“Q32011)  (“Q22011")  (“Q12011)

Research and development $(75,464) $(13,542) B34, $(91,680)
General and administration (48,777) (25,534) (68)2 (41,888)
Expense recoveries and credits (185,087) 69,622 — 16,366
Stock-based compensation (104,720) — — —
Amortization and write-downs (286,907) (15,058) ,65%) (23,697)
Other income (loss) 13,375 (10,460) 19,211 (18,072)
Net income (loss) for the period (687,580) 5,028 9,885) 340,969
Basic and diluted loss per common share $(0.02) 0080. $0.00 $0.01

4th Quarter 3rd Quarter 2nd Quarter 1st Quarter
Ended Ended Ended Ended

Mar 31, 2010  Dec 31,2009  Sep 30, 2009  Jun 30,200
(‘Q42010")  (“Q32010")  (“Q22010")  (“Q1 2010

Research and development $(131,102) $(19,675) FLa), $(36,706)
General and administration (164,284) (103,445) 59(210) (54,481)
Expense recoveries and credits — — — —
Stock-based compensation (19,316) (109) (95,933) 0,65%)
Amortization and write-downs (217,256) (307,675) 63,841) (63,186)
Other income (loss) 17,127 (37,277) 100 (23,935)
Net income (loss) for the period (514,831) (468)181  (433,300) (209,003)
Basic and diluted loss per common share $(0.03) .08)0 $(0.02) $(0.01)

Summary of Quarterly Results

The primary factors affecting the magnitude of lmsses in the various quarters were (i) certainnootine write-
downs and charges in Q3 2010, Q4 2010 and Q4 Zi)1éxpense recoveries and credits associated Fittancial
Restructuring in Q1 2011, Q3 2011 and Q4 2011, @ndiming associated with granting and vestingstock
options. Otherwise, our net loss is in decliniremtl due to the limited working capital on hand.

Research and development expenditures in Fiscdl @@te primarily related to license maintenance exténsion
and patenting. The higher research and developmganditures in Q1 2011 was due to the additiboahsing
fee of US$50,000 ($52,849) we incurred to extenddayelopment timeline for PAC-113. In Q4 2011, also
recorded additional licensing fee of US$50,000 (488) for the further extension of our developmi@meline for
PAC-113. General and administration expendituresevhigher in Q2 2011, as compared to those ingurréhe
other quarters in Fiscal 2011, due to the costcestenl with our AGM. As part of the Financial Resturing, we
recovered $516,306 and $69,622 of our operatingeredipures through cash payment discounts and debt
forgiveness from our creditors in Q1 2011 and QB120espectively. In Q4 2011, we reversed expeasaveries
and credits of $185,087 as we recognized contingpagments payable to vendors. We recorded staskéb
compensation of $104,720 in Q4 2011, as an aggrexmfe?,234,000 of new options were granted to ttirscand
consultants in February 2011, all of which weretagsand recognized immediately upon grant. Thexe no
stock-based compensation in the other quartergseaF2011 since all options previously grantedenfetly vested
and recognized. Except in Q3 2011 and Q4 2011rtaration and write-downs were relatively the saforethe
quarters in Fiscal 2011. The decrease in amddizand write-downs in Q3 2011 was due to the digjom of
office furniture and equipment. The increase irpdiration and write-downs in Q4 2011 was due ® Write-



down of $271,872, the remaining net book valuehef PAC-113 technology as a result of our impairntest of
long-lived assets.

Research and development expenditures were magdtairrelatively the same level throughout Fis€dl® except
in Q4 2010 when we recorded the remaining reseesoimitments of $100,000 under the US License. &eke
and development expenditures were primarily relédgoatenting, license maintenance and continuatftability
studies and clinical insurance. There was no nesearch and development study initiated since 2008.
General and administration expenditures were hignép2 2010, as compared to Q1 2010, primarily tuéi)
inclusion of six-month amortization of managemeeesf of $94,704 following the completion of the Xgha
Acquisition in June 2009 and (ii) an extension dé&58,490 paid to preserve a right to acquireagerintellectual
properties, which we subsequently abandoned. Staskd compensation was higher in Q2 2010 dueetd.t
million options granted to management consultantduding Xphase principals, to support our ongoipgrations.
These options were vested immediately upon graihte increased amortization and write-downs in QB02@as
due to the write-down of $244,408, the remainingbwok value of the PAC-G31P technology as a resfudiur
impairment test of long-lived assets. The incrdam®ortization and write-downs in Q4 2010 was dwe ate-off
of $192,958 of advance paid to a vendor as a resutie uncertainty surrounding continuation of qlanned
research and development studies.

FOURTH QUARTER RESULTS

4th Quarter 4th Quarter
Ended Ended

Mar 31, 2011 Mar 31, 2010
(‘\Q42011")  ("Q4 20107

Research and development $(75,464) $(131,102)
General and administration (48,777) (164,284)
Expense recoveries and credits (185,087) —
Stock-based compensation (104,720) (19,316)
Amortization and write-downs (286,907) (217,256)
Other income (loss) 13,375 17,127
Net loss for the period (687,580) (514,831)
Basic and diluted loss per common share $(0.02) 0.08}

The increase of $172,749 in net loss in Q4 2011 pvasarily due to the recognition of contingencyyeents
payable to vendors and stock-based compensatidngdtire period. The increase in net loss was bffse
decreases in research and development and gendratiministration expenses in Q4 2011, as comparttbse in
Q4 2010. .

Research and development expenditures decreask®bif38 in Q4 2011, as compared to Q4 2010. Dpretot
expenditures in Q4 2011 include the recognitiomadditional licensing fee of US$50,000 ($48,480)tfee further
extension of our development timeline for PAC-14/8jle research expenditures in Q4 2010 includedlegnition
of the remaining research commitments of $100,000eu the US License. There was no new research
development study initiated since June 2008. Eurdevelopment on PAC-113 and PAC-G31P would bgesuto
funding from existing partner or new partners.

and

General and administration expenses decreased 4y, 3R in Q4 2011, as compared to Q4 2010. This wa

primarily attributable to the termination of ourespting lease for our original office premises ian¢ouver on
September 30, 2010, and the switch to a more fexdnd cost effective part-time packaged officeilifaes

requiring no fixed commitments. The decrease vss attributable to the quarterly amortization cimagement
fees of $47,352 from the Xphase Acquisition and éltension fee paid to preserve a right to acqo@gain
intellectual properties, which was subsequentiyndbaed in Q4 2010.



Stock-based compensation increased by $124,03@&odie immediate recognition of expenses in ratatio the
grant of an aggregate of 2,234,000 of new optiordirectors and consultants in February 2011.

The increase in amortization and write-downs by,868 was primarily due to the write down of the bebk value
of the PAC-113 technology in Q4 2011.

LIQUIDITY AND CAPITAL RESOURCES
Sources and Uses of Cash

Since inception, our operational activities wemgaficed mainly from equity financings, other thasu#ce of
convertible debentures in Fiscal 2009 and the easfuired from IL Therapeutics Inc. in fiscal yeaded March
31, 2007.

Cash used in operating activities for Fiscal 20b% %542,222, compared to $272,671 for Fiscal 2@axh used in
operating activities was comprised of net loss;laaitks or adjustments not involving cash, and hahge in non-
cash working capital items. The increase of $26B,; cash used in operating activities in Fisdal®R as
compared to Fiscal 2010, was primarily due to tihe-back of expense recoveries and credits anesetits of our
indebtedness pursuant to the Financial Restrugtuhiming Fiscal 2011. These were partially offsgour reduced
operating losses.

Cash provided by investing activities of $10,00@iscal 2011 was related to the disposition of afice furniture
and equipment in October 2010. Cash used in imgesictivities of $22,654 in Fiscal 2010 was rafate the
Xphase Acquisition in the preceding year.

Cash provided by financing activities in Fiscal 20&as $567,102, compared to $5,286 cash used é&mding

activities in Fiscal 2010. Cash provided by finagcactivities in Fiscal 2011 was from the Priv&tacement
Financing. In connection with the Private Placetrténancing, we initiated the Financial Restructgrand agreed
to seek shareholder approval for the Share Coramid Under the Private Placement Financing, sseied an
aggregate of 10 million Subscription Receipts airige of $0.06 per Subscription Receipt for grossceeds of
$600,000. We incurred $16,703 of professionakasgps and listing fees in connection with the Reivacement
Financing. We also incurred $21,481 of transaatimst in connection with the Financial Restructgrin

We obtained shareholder approval for the Share d@liolation at the special meeting of shareholderdvialy 25,
2010. Following shareholder and regulatory appramar common shares commenced trading on the T&xuwe
Exchange on the consolidated basis on June 8, 28ll(Bubscriptions Receipts were automatically\anted into
10,000,001 common shares on June 8, 2010.

As of March 31, 2011, we had a working capital deficy of $270,924 (March 31, 2010 - $2,112,28Bjven the
working capital deficiency, there is a risk that meay not be able to meet our financial obligatiand sustain our
operations over the next year without raising nepital.

As of the date of this MD&A, we have completed @fllour negotiations with our creditors under thadficial
Restructuring, which involves restructuring of appmately $2.4 million of indebtedness and commitiseas
detailed innote 10to our audited consolidated financial statement$-fscal 2011 and summarized in the following
table:
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Form of Restructuring

Cash  Non-refundable BExtension fee
Restructuring ~ Common Discountsand ~ payments  Contigency Extensionto  settledin
Amount Shares Cash others [a[ii] Payments  Long-term  common shares
$ $ $ $ $ $ $ $
Convertible Debentures [note 12 658,280 658,289 - - - - - -
Other Payable [note 11] 611,599 - 210,800 303,839 - 96,960 -
Demegen Sublicense [note 15[c][i]] 186,384 110,855 22,680 - - - 52,849
University of Saskatchewan License [note 13] 328,559 - - - - 328,559
Other Indebtedness [a] 589,022 71,338 135717 97,002 195,343 89,622 -
2,373,853 840,482 369,197 400,841 195343 186,582 328,559 52,849

Note: Settlement amounts in USD were converteddiD at the exchange rate on the date of settlemieat settled.
Contractual Obligations

As of March 31, 2011 and in the normal course ofitess we have obligations to make future payments,
representing contracts and other commitments tledtreown, committed and non-cancellable.

Contractual Obligations Payment Due by Period
Total 2012 2013-2014 2015-2016 Thereafter
$ $ $ $ $
Operating Leases — — — — —
License Agreemenfé) 290,880 48,480 96,960 96,960 48,480
290,880 48,480 96,960 96,960 48,480

)" Pursuant to the Demegen Sublicense, we have a ¢torantito pay minimum annual royalties of US$50,88@lescribed in
note 15[c][i] of our audited consolidated financial statemeotd~fscal 2011. This commitment is converted i@amadian
Dollars at the closing rate on March 31, 2011 ofD$A.00 = US$1.0314. On June 8, 2010, we issue@DB0;ommon
shares as payment for US$20,000 ($20,316) of themmuim annual royalties for Fiscal 2011

Capital Risk Management

Our objectives when managing capital are to ensurability to continue as a going concern in orepursue the
development of our drug candidates and the ultireate or out-license of these drug candidates sonphiceutical
companies. We attempt to maximize return to slwdens by minimizing shareholder dilution and, wipassible,
utilizing non-dilutive funding arrangements, suchcallaborative partnership arrangements.

We include convertible debentures and equity cosepriof issued share capital, contributed surpldsdaficit in
the definition of capital. Other than the issuant&onvertible debentures in Fiscal 2009, we havanced our
capital requirements primarily through share issearsince inception.

We manage our capital structure and make adjussrienit in light of changes in economic conditiarsd risk
characteristics of the underlying assets. We nsayd new shares or raise debt. We are not suiojeahy
externally imposed capital requirements and theradvestrategy with respect to capital managememaigas
unchanged from the preceding fiscal year.

OUTSTANDING SHARE CAPITAL
As of July 21, 2011, there were (i) 41,839,619 camrshares issued and outstanding, (ii) 2,311,36uan share

purchase warrants outstanding at a weighted avenagyeise price of $0.60 per common share, and3(%39,000
incentive stock options outstanding at a weightestage exercise price of $0.37.
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OFF-BALANCE SHEET ARRANGMENTS

We have no off-balance sheet arrangements.

FINANCIAL INSTRUMENTS

Our financial instruments consist of the following:

March 31, March 31,
2011 2010
$ $
Financial assets
Cash and cash equivalents, measured at fair value 45,216 6,065
Restricted cash, measured at fair value — 314,295
Amounts receivable, measured at amortized cost 8,211 2,277
Financial Liabilities
Accounts payable, measured at amortized cost 21,356 617,100
Accrued liabilities, measured at amortized cost 120,580 316,221
Contingent payments, measured at amortized cost 186,582 —
Other payable, measured at amortized cost — 589,164
Convertible debentures, measured at amortized cost — 613,063
Long-term obligations, measured at amortized cost 328,559 —
Subscription receipts, measured at amortized cost — 300,000

Cash and equivalents and restricted cash arefwddsas held for trading. Amounts receivable dassified as loan
and receivable. Accounts payable, accrued liagdlitind contingent payments, subscription recegmisyertible
debentures, and other payable are classified as fittancial liabilities.

Credit risk

Credit risk is the risk of a financial loss to dscounterparty to a financial instrument of ourdsfao meet its
contractual obligations. Credit risk arises froar oash on deposits with banks, and from timerte tdue to our
holdings of short term investments. We have imaesit policies to mitigate against credit risks.e Tarrying value
of our cash and cash equivalents, restricted casth,amounts receivable is our maximum credit exgosis at
March 31, 2011. We held our cash balances majoksan Canada and had no short term investment llsuah

31, 2011. The restricted cash is cash balancekihdrust accounts with major banks in Canada ihatither
subject to certain release conditions or the ctpsina financing. Amounts receivable primarily st of good and
services tax and harmonized sales tax due fronfettexal government of Canada and a receivable &grevious
landlord.

Liquidity risk

Liquidity risk is the risk that we will not be able meet our obligations as they come due. Ouosxe to liquidity
risk is dependent on our purchasing commitments apltbations and our ability to raise funds to meet
commitments and sustain operations. We manageiiguisk by continuously monitoring its actualcaforecasted
working capital requirements, and actively managisgfinancing activities. A discussion on ouqguidity is
provided in“Liquidity and Capital Resourcessection of this MD&A.

Interest rate risk
Interest rate risk is the risk that the future cistvs of a financial instrument will fluctuate lmese of changes in

the market interest rates. We are exposed toestteate risk on our convertible debentures, offagtables and
long-term obligations which bear floating interestes.
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Currency risk

We are exposed to the financial risk related tofthetuation of foreign exchanges rates. We omeptmarily
within Canada although a portion of our expensesraurred in United States dollars (“US dollarye have not
entered into foreign exchange derivative contraétsignificant change in the currency exchangesdietween the
Canadian dollar relative to the US dollar couldéhan effect on the our results of operations, ralmosition or
cash flows.

RELATED PARTY TRANSACTIONS

We incurred $nil for consulting services provided directors in both the current and preceding fis@ars.
Related party transactions were incurred in thenabicourse of business and recorded at their egghamounts.
As of March 31, 2011, we had the following amoughis to related parties:

March 31, March 31,

2011 2010

$ $
Accounts payable to directors, officers, or corttraanagers in connection to

business expense reimbursements 14,103 49,786
Interest payable — 27,277
Debentures held by officers or direct&s — 386,333
14,103 463,396

@ During the year ended March 31, 2010, two debenhgielers, who hold convertible debentures of $133,3vere
appointed to be our director or officer

CRITICAL ACCOUNTING POLICIES AND SIGNIFICANT ESTIMA  TES

Our audited consolidated financial statements eepgved in accordance with Canadian GAAP. Theseuating
principles require us to make certain estimates asslimptions. We believe that the estimates asuhgstions
upon which we rely are reasonable based upon iafiom available at the time that these estimate$ an
assumptions are made. Actual results could dffiem these estimates. Significant areas requitireguse of
estimates relate to the assessment for impairnmehtuseful lives of intangible assets, determinatbshare value

in transactions where shares are issued as a eoatsith, accrued liabilities, estimation of futuneome tax and
determination of fair value of stock-based compgasa The significant accounting policies that bedieve are the
most critical in fully understanding and evaluatthg reported financial results include the follogu

I ntangible Assets

Intangible assets are comprised of technology $iesrand rights acquired from third parties. Tebdgyolicenses
and rights are initially recorded at the fair vaheesed on consideration paid and are amortized stira@ght-line
basis over the estimated useful lives of the uythgyltechnologies. We determine the estimatedulisiees for

intangible assets based on a number of factorsd,leggulatory or contractual limitations; knowrcheological

advances; anticipated market size; and the existenabsence of competition. A significant chaimgany of the
above factors may require a revision of the expkecdseful life of the intangible asset, resultingaiccelerated
amortization or an impairment charge, which cowdgénha material impact on our results of operatioe evaluate
the recoverability of the net book value of ouraimgible assets whenever events or changes in Gtanoes
indicate the carrying value may not be recoveraltiehe carrying value of the underlying technolaxceeds the
estimated net recoverable value, calculated baseestmated undiscounted future cash flows, thenctrrying
value is written down to its fair value, based loe telated estimated discounted cash flows. Theiata shown for
technology licenses and rights do not necessagfieat present or future values and the ultimateowarh
recoverable will be dependent upon the successfdldpment and commercialization of products basethese
rights.
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Stock-based Compensation and Other Stock-based Payments

We grant stock options to employees, directors, @rsultants pursuant to a stock option plan. \8&the fair
value method to account for all stock-based awardsted, modified or settled, and the Black-Schaleton
pricing model to determine the fair value of stagkions granted. A compensation expense is reddodsed on
the estimated fair value of options with a corresjwwg credit to contributed surplus. Any considierareceived
on the exercise of stock options is credited toesleapital. The fair value of stock-based awaodsmployees and
directors is measured on the date of grant and tamadrover the vesting period. The fair value toick-based
awards to consultants is measured at earliesegbéinformance commitment date, service deliverg,datthe grant
date if they are fully vested and non-forfeitable.

The estimation of the fair value of stock optiorsing the Black-Scholes option pricing model invshseibjective
assumptions of the expected life of the option, @kpected volatility at the time the options aranged, and the
risk-free interest rate. Changes in these assongpttan materially affect the measurement of thienated fair

value of our stock options, hence our results efrapons.

FUTURE ACCOUNTING STANDARDS

In January 2009, the CICA issued Section 180dnsolidations” and Section 1602Non-controlling Interests’
Section 1601 establishes standards for the prépaaitconsolidated financial statements. Sectié@2 establishes
standards for accounting for a non-controlling ries¢ in a subsidiary in consolidated financial estants
subsequent to a business combination. These stinai@ applicable to our interim and annual fimgrstatements
beginning on January 1, 2011. We do not expecsetheew standards would have material impact on our
consolidated financial statements. .

In January 2009, the CICA issued Section 15BAsiness Combinations'teplacing Section 1581Business
Combinations” The new section improves the relevance, reltgbdind comparability of the information that a
reporting entity provides in its financial statenseabout a business combination and its effectse Jection is
applicable to our interim and annual financial esta¢énts of the Company beginning on or January 11,2@ith
early adoption permitted. We We do not expect éhesw standards would have material impact on our
consolidated financial statements..

INTERNATIONAL FINANCIAL REPORTING STANDARDS

In February 2008, the Canadian Accounting StandBasd (the “AcSB”) confirmed that Canadian GAAR fo
public companies will be converged with Internasibfrinancial Reporting Standards (“IFRS”) for aattug
periods commencing on or after January 1, 2011e Gbmpany will be required to report using IFRS o@ncing
with its unaudited financial statements for theethmonths ended June 30, 2011, which must inclueénterim
results for the three months ended June 30, 20d8aped on the same basis. IFRS uses a conceggoadviork
similar to Canadian GAAP, but there are some dicgrit differences on recognition, measurement dsalasures.

In the fiscal year ending March 31, 2012, we plarc@amplete the process of transition to IFRS from ¢urrent
Canadian GAAP. The first phase consists of anyaisabf the impact of IFRS on Canadian GAAP as tygyly to
the Company. This analysis will take into accoamy potential impact on our current accountinggdedi, financial
disclosures, information systems, internal congga@items and on its business activities. An assedsof related
training requirements will also be required. Tlkeand phase includes execution of changes to Bssjpprecesses
and information systems, and completion of formatharization processes to approve recommended atiegu
policy changes and training.

The most significant areas of difference applicablthe Company include stock-based compensatidritenmore
extensive presentation and disclosure requiremardsr IFRS. Under Canadian GAAP, forfeitures aings were
recognized as they occur. Under IFRS stock-basethensation provisions, the Company will need Buage a
forfeiture rate when it grants stock options. Eittire estimates are recognized in the period dineyestimated, and
are revised for actual forfeitures in subsequenbgs. In addition, IFRS does not include theighaline method
as an alternative attribution method for stock ampti with a service condition and graded vestingufes. The
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adoption of the more extensive presentation andladisre requirements under IFRS is not expectedaie a
material impact on the Company’s financial positiord results of operations.

At this time, we are unable to indicate the fulhsequences of this transition on our operationsoamaonsolidated
financial statements.

RISKS AND UNCERTAINTIES

Due to the inherent nature of our business, inwgsin our securities involves a high degree of rasid
uncertainties. Such risk factors include, amonger®, our stage of development, lack of producemaes,
additional capital requirements, risk associatetth wompletion of clinical trials and obtaining régpory approval,
reliance on our collaborative partner, New Summith, Bo raise funding for development of PAC-113 the
Chinese market, lack of collaborative partnersH8iC-113 regions outside of China, lack of collabeepartners
for PAC-G31P at this time, dependence on collabgrgiartners to develop and commercialize our prtsjwur
ability to protect our intellectual property, ouilgty to stay competitive in a rapid changing irsthy environment,
and our ability to raise new capital.

We are in the early stage of development and Havtetl operating history. We have not generategramenues
to date from product sales, nor do we expect angiymt revenues for the immediate future. To ach@wfitable
operations, we must successfully develop our prisdihat are currently in the research and developipigase with
collaborative partners. These product developmeralg take a number of years and involve signifiagsks and
uncertainties. As a result, substantial capitaécuired to finance our product developments thinocollaborative
partnerships.

The global economic crisis in recent years hastted substantial reduction in capital in the cradarkets,
especially for companies in the development stage Pacgen. This economic market environment Hss a
affected our ability to secure collaborative parsh@s that provide upfront licensing revenue omiediate funding
for product developments. There is significant petition within the biotechnology industry for caitiorative
partnerships since majority of the smaller compsmmiere unable to fund their research and developprejects on
their own. We are currently working with New SunhrBio to raise funding for PAC-113 development ihii@.
We are also seeking collaborative partners for AAG-for regions outside of China and a joint-veatpartner to
conduct certain preclinical studies to add datauioPAC-G31P package for out-licensing purposeserd@ can be
no assurance that these partnership objectivebecamet on a timely basis, or at all.

Despite the completion of our recent Private Pla@ntinancing and Financial Restructuring in Ju202 we
have limited working capital on hand. We announgedvarch 2011 that Pacgen has initiated a corporat
transformation by integrating a diagnostics divisimto its corporate platform. As part of our corgte
transformation, we have entered into agreement GBC to market and distribute the entire produgctfplio of
GBC in regions of North America and China. We halso signed a non-binding letter of intent to acxjthe
business and operating assets of CurieMed, a wioellyed subsidiary of GBC. CurieMed provides molacu
diagnostics testing and imaging services such af@®E scans. We plan to leverage these arrangements
transform into a self-sustained revenue generatorgpany. We expect that the acquisition of CuridMeuld
generate cash to finance our business operatiotsfimancial obligations. However, this acquisitioemains
subject to the negotiation of a definitive agreetmatween Pacgen and CurieMed, and certain otheditbans.
We plan to raise a bridge financing to finance operations to the completion of the acquisitionCafrieMed.
There can be no assurance that such financingowilivailable on favorable terms, if at all. If e unable to
obtain additional financing, we may be requiredudail or discontinue our operations.

We are also subject to other significant risks amcertainties. .
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