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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS FOR THE THREE AND NINE MONTHS ENDED SEPT EMBER 30, 2007

This “Management’s Discussion and Analysis of FaiahCondition and Results of Operations” (MD&A)dated
as of November 1, 2007. It contains statementshyhb the extent that they are not recitationfisforical fact
may constitute forward-looking information underphpable Canadian securities legislation or forwkaking
statements within the meaning of the Unites Sttaste Securities Litigation Reform Act of 199Such forward-
looking statements or information may include ficiah and other projections as well as statemergarding the
Company’s future plans, objectives, performanceemees, growth, profits, operating expenses oCtbmpany’s
underlying assumptions. The words “may”, “would€ould”, “will", “likely”, “expect,” “anticipate,” “intend”,
“estimate”, “plan”, “forecast”, “project” and “bedive” or other similar words and phrases are intdrtdeidentify
forward-looking statements or information. Perso@ading this MD&Aare cautioned that such statements or
information are only predictions, and that the Camys actual future results or performance may latenally
different.

”ou

Forward-looking statements or information in thi®&IA include, but are not limited to, statementsimfiormation
concerning: our belief that we can create a pedgry portfolio of CoVal™ fusion products; our neemmercial
manufacturing process and its ability to suppoditahal clinical development of the product; thesassment by
our external manufacturing team that our new cormsrabemanufacturing process can be validated for roencial
use; the inclusion of an adjuvant with our reforatetl HspE7; that our therapeutic treatment withB¥sgosed
with an adjuvant could constitute a new, simple aod-surgical treatment for patients afflicted wiHPV-related
diseases; our intent to pursue options to contwreoperations; our expectation to dose up to Zées in our
Phase 1 trial; our plan to engage in process dpweat and testing and manufacturing scale-up @damvant; our
plan to initiate a Phase 2 proof of concept effica@l in patients with high grade cervical dysgég our plan to
manufacture additional HspE7 for use in our clihicgls; our plan to initiate a Phase 1/2 efficadgl in HIV-
positive patients with low-grade cervical dysplasar plan to develop our CoVal™ platform for a &doset of
HPV-related indications; our intent to target disesafor which there are serious unmet medical naedsiding
genital warts, recurrent respiratory papillomatoRRP) and certain forms of cancer such as headk, ne
oropharyngeal and cervical cancer; our plan to eadpaur product pipeline through the developmenadditional
CoVal™ therapeutic compounds; our expectation tbcestain pieces of laboratory equipment that moelonger
required to support currently planned operations; mlan to pursue in-licensing opportunities; obility to fund
currently planned program spending and operatiotwsthe third quarter of 2008; and the taking efpstto protect
our lead compound and the CoVal™ fusion produdinetogy.

Such forward-looking statements or information ilreoknown and unknown risks, uncertainties and rothetors

that may cause our actual results, events or deredats, or industry results, to be materially défg from any
future results, events or developments expressdthpiied by such forward-looking statements or mfiation.

Such factors include, among others, our need fpitalathe risk that our commercial manufacturinggess will

not be validated; risks associated with requireséot approvals by government agencies such as)t8e Food

and Drug Administration (FDA) before products caa tfested in clinical trials and ultimately marketede

possibility that such government agency approvdllsnat be obtained in a timely manner or at akks associated
with the requirement that a drug be found safeeffettive after extensive clinical trials and thesgibility that the
results of such trials, if commenced and completet, not establish the safety or efficacy of ouogucts; our
dependence on suppliers of adjuvant, collaborgiargners and other third parties and the prosgeuastiming for

negotiating supply agreements, corporate collatmrator licensing arrangements; risks associatéd recruiting

patients for clinical trials; uncertainties as tdure expense levels and the possibility of ungdied costs or
expenses or cost overruns; our ability to attrantt eetain key personnel; our ability to protect gmdctice our
intellectual property; risks associated with theralepment and manufacturing of our products, inicigdout not

limited to the fact that we do not have manufacigiexperience; the risk that competitors may devealad market
drugs that are less expensive, more effective far shan ours; that there may not be a marketHerlaboratory
equipment that is no longer required; and othetofacas described in detail in our filings with t@Banadian
securities regulatory authorities at www.sedar.c@iven these risks and uncertainties, you are caed not to
place undue reliance on such forward-looking statgsand information, which are qualified in thentirety by

this cautionary statement.



Assumptions underlying our expectations regardimgvérd-looking statements or information containedhis
MD&A include, among others, that we will raise egbucapital on reasonable terms and in a timely marthat
we will retain our key personnel; that our commarenanufacturing process will be validated; thatwikk obtain
the necessary regulatory approvals in a timely regntinat enough HspE7 will be available to conduieinned
trials; that we will be able to procure the necessanount of adjuvant to conduct planned trialst tihe results of
our Phase 1 trial will be favorable; that we wititain timely approval from Institutional Review Bda (IRBs); that
the results from additional preclinical work, ifyamwill be consistent with the results we have adhe obtained; that
we will be able to continue to develop and protaat core technologies; that a sufficient numbepatients will be
available to conduct successful clinical trialsttbufficient data will be generated to supportrarestigative New
Drug (IND) application or amendment; and that wé & able to establish and/or maintain necessaationships
with key suppliers, collaborative partners or thiatty contractors.

In the event that any of these assumptions provetmcorrect, or in the event that we are impattgdny of the
risks identified above, we may not be able to cargiour business as planned, or at all.

For a complete discussion of the assumptions, askisuncertainties related to our business, yowateuraged to
review our filings with Canadian securities regatgt authorities, including our 2006 Annual Inforroat Form
filed on SEDAR at http://www.sedar.com. Historiiéihgs relating to the Company prior to the coetpn of the
Company’s March 23, 2006 corporate reorganizatiay ime reviewed on SEDAR at http://www.sedar.comeund
the SEDAR profile GVIC Publications Ltd.

All forward-looking statements and information maukrein are based on our current expectations #seoflate
hereof and we disclaim any intention or obligatitun revise or update such forward-looking statemeartd
information to reflect subsequent events or cirdames, except as required by law.

The following information should be read in conjtion with our unaudited interim consolidated qudyténancial
statements for the three and nine months endinge®d@r 30, 2007 and related notes thereto and immah
consolidated financial statements for the year énbBecember 31, 2006 and related notes thereto,hwhie
prepared in accordance with Canadian generallypaedeaccounting principles (Canadian GAAP). Allcaamts
following are expressed in Canadian dollars unt¢ssrwise indicated.

Overview

We are a biopharmaceutical company developing iatiew therapeutics for the treatment of viral iti@es and
related diseases. Unlike traditional preventatieatments that need to be administered beforendividual

becomes infected, our CoVal™ fusion products aségihed to stimulate the body’s immune system tat teisting

viral infections and related diseases. Our leadestigational therapeutic vaccine candidate is Hspg7
administered with an adjuvant. HspE7 is a noveV&8" fusion protein designed to treat diseasesezalby the
human papillomavirus (HPV), one of the most comroaunses of sexually transmitted diseases in thedwaispE7
is derived from our proprietary platform technoldbgt uses recombinant DNA technology to covalefutbe stress
proteins (also known as heat shock proteins) tigamns$ that invoke immune system responses. Byleotia

fusing heat shock proteins and disease-associategens, we believe that we can create a propyigtartfolio of

CoVal™ fusion products designed to stimulate thenime system to identify, target and eliminate vinfected

and cancerous cells.

We have developed a new commercial manufacturinggss for HSpE7 that produces material that is rpare
and uniform than material produced by the origmalcess and can support additional clinical develkamt of the
product. Current assessment by our external matwifag team is that this new manufacturing proazsms be
validated for commercial use.

Preclinical pharmacology studies have been conduetith HspE7 co-administered with an adjuvant. Sehe
preclinical data have demonstrated that immuninatith HspE7 and an adjuvant results in dramaticafihanced
immune responses. Therapeutic treatment with HspiiSéd with an adjuvant could constitute a new, Enand
non-surgical treatment for patients afflicted witRV-related diseases.



We have incurred significant losses since our itioapand expect to incur substantial losses forfthieseeable
future as we invest in our research and productldement programs, including manufacturing, précéihstudies,
clinical trials and regulatory activities. At Septber 30, 2007 our deficit was $252,312,000. Hisadly, we have
depended principally on equity financings, cashvfidrom our bioreagent business, which was soldG@5, and
funding from research collaborations to finance business activities. In August 2007 and Janu®§72 we
completed offerings under short form prospectusesylting in gross proceeds of $8,613,000 and $460D0,
respectively. These funds, however, are insufficiersupport our currently planned drug developngngrams in
its entirety and we will be required to pursue otbptions to continue our operations, including iiddal equity
financings, corporate partnering opportunities, afttter initiatives. Individually or together, tleactivities may
not be sufficient to fund operations.

Roche Agreement

We have an agreement with F. Hoffmann-La Roche and. Hoffmann-La Roche Inc. (collectively, Roche)ated
to the development and commercialization of HspE/hder the agreement terms, Roche was granted ldwide

option to license the first generation HspE7 pradacall medical conditions. The option periodgbes upon U.S.
Food and Drug Administration (FDA) approval of albigic license application (BLA) for the first geaéion

product and expires either three months after gaval of the BLA or one year after BLA approv&lRoche
extends the option by paying a fee.

If Roche exercises its rights to the first generatproduct, Roche may fund all prospective develapntosts.
Roche can exercise its rights to the first genenatif HSpE7 by paying a fee, in which case it woalsb become
responsible for event and program-driven milestotiest could result in aggregate payments of up to
US$138,000,000 and sales-based milestones that oesilt in aggregate payments of up to US$85,0@00,0nder
that scenario we would receive the revenue, sultjeatroyalty payable to Roche, from all first gexteon HspE7
product sales in the U.S. and Canada for threesyfellowing the later of approval of a BLA by th®R or the date
of exercise of the option by Roche. In additiomcRe can elect to co-promote the products in tHe. ldnd/or
Canada. After the expiration of the three-yealigokmentioned above, we would receive sales-basgthents
(similar to royalties) of approximately 35% of retles in the U.S. and Canada, subject to varioustagents. We
would receive sales-based payments of 20% of he$ s countries other than the U.S. and Canada&. c#not
determine if or when this option will be exercised.

Roche has indicated that they believe that thisooptovers our current lead product candidate, Hsphich
incorporates the use of an adjuvant.

The agreement gives us the right to independengiyuds, negotiate and execute an alternative agreewith a
third-party for the development and commercialmatof HSpE7 through a license, partnership, joemture or
merger transaction. Under the terms of the agraemee can pursue such an alternative agreemehbutitthe
requirement to notify Roche. If we enter into swh alternative transaction, all of Roche’s rightsder the
agreement are terminated. Through the end of ptiero period, Roche can terminate our right to pefedently
seek an alternative agreement with a third partpaying a fee, which we expect to be either USEI@@0 or
US$15,000,000 depending on the stage of developaie¢he product.

Corporate Reorganization

Nventa Biopharmaceuticals Corporation (Nventa oe t&ompany) changed its name from Stressgen
Biotechnologies Corporation on June 1, 2006.

On March 23, 2006, following regulatory approvatreSsgen Biotechnologies Corporation (Old Stressgers
reorganized under a Plan of Arrangement (the Rlanduant to the Yukon Business Corporations Ache Plan
was approved by the shareholders of Old Stressgdnbg the Yukon Supreme Court and was implemented i
March 2006.

Under the Plan, Old Stressgen transferred all ©biisiness assets, ownership interest in subsid@mpanies,
liabilities and operations to Nventa. As the transbf the business assets, liabilities and operatio Nventa
represented a transaction between entities undermmom control with no substantive change in shag#ol
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ownership, the transaction was accounted for usmgfinuity of interest accounting. Pursuant to gty of
interest accounting, the assets transferred antiathibties assumed have been recorded at thepaetive carrying
values as reported by Old Stressgen immediatedy fwithe reorganization transaction.

Accordingly, for the year ended December 31, 2@Bé,consolidated financial statements combinedittancial
results for the business carried on in Old Stras$gem January 1, 2006 to March 23, 2006 with thokalventa
from March 24, 2006 to December 31, 2006. The dadesed financial statements include the assetbijlifies and
operating results of the Company and its wholly-ednsubsidiaries (Nventa Inc., Stressgen Development
Corporation, Stressgen Bioreagents Limited Parmgrand Stressgen Holding Corporation). Intercamgpa
accounts and transactions have been eliminatedmsotidation.

As part of the corporate reorganization, Nventad s&#.9% of its equity interest in Old Stressgermr, dash
consideration of $6,250,000 and an additional $B3@0 which was held in escrow pending satisfactiboertain
conditions. After completion of the corporate igmomization, Nventa was not related to Old Stressgérich
subsequently changed its name to GVIC Publicatldds(GVIC). The shares of Old Stressgen not divedig
Nventa, representing a 5.1% equity interest, westiluted to the previous shareholders of Old <3gen on a pro-
rata basis. During the third quarter of 2006 wéerd into an agreement with GVIC to terminate d¢iserow
agreement and release the escrowed funds priatigfagtion of all conditions set forth in the esgragreement.
We recorded the $9,250,000 investment offset b@¥1,000 related to costs of the reorganizationcertributed
surplus.

References herein to the Company’s business andatigres that pre-date the March 23, 2006 corporate
reorganization are references to the business pations of Old Stressgen but are included orb##s that such
historical business and operations have been a@tdiby the Company in Nventa.

Results of Continuing Operations

During the three months ended September 30, 2087neurred a net loss of $3,085,000, or $0.01 penmon
share, as compared to $2,276,000, or $0.03 per consinare, during the same period in 2006. Durirgrtine
months ended September 30, 2007, we incurred lasgebf $10,094,000, or $0.05 per common sharepampared
to $8,024,000, or $0.10 per common share, duriagéme period in 2006.

Collaborative R&D revenue

We recorded collaborative R&D revenue of $155,000Hoth the three months ended September 30, 2007 a
2006. We recorded collaborative R&D revenue of3@80 for both the nine months ended Septembe@07
and 2006. Collaborative R&D revenue relates toattmertization of upfront option fees from Roche.

Research and development

Research and development expenses primarily inatodés associated with therapeutic product devedoprand
clinical studies related to HspE7 and an adjuvdntorder to optimize our financial flexibility, wemploy clinical
research organizations (CRO) to conduct our clinidals and engage contract manufacturers to tassiswith
product development and manufacturing. During 286d@ 2006, our R&D spending was primarily focused o
developing HspE7.

R&D spending increased by approximately 2% to $3,800 during the three months ended September(8I¥, 2
compared to $1,484,000 for the same period in 200%&D spending decreased by approximately 12% to
$5,047,000 during the nine months ended Septenthet(®7, compared to $5,764,000 for the same pan@006.
We incurred $1,707,000 in third party R&D expendasng the nine months ended September 30, 20@%eteto
activities supporting the development of HspE7ambination with an adjuvant, including $500,00imical trial
expenses and $1,207,000 in other third party cogthile third party spending increased during tiermonths
ended September 30, 2007, other costs includingpeasation expense, lab supplies and other expeesesased
due to the closure of the Victoria facility (s€erporate restructuring for further details) and other cost reduction
initiatives.



During 2007 we initiated a Phase 1 clinical trialassess the safety and tolerability of HspE7 coetbiwith an
adjuvant in patients with cervical intraepithelf@oplasia, or CIN. Activities associated with ®irase 1 study,
which were completed during the nine months endgatesnber 30, 2007, include submission of clinicdkages
to institutional review boards, submission of oNDI amendment to the FDA, initiation of clinical esit and the
initiation of enrollment in the first cohort of oatinical trial. We anticipate dosing up to gdtients in this Phase 1
trial. In addition to safety and tolerability, aykobjective of the study will be to determine BpE7 combined with
an adjuvant can elicit T-cell and B-cell specifiP¥AE7 immune responses.

Pending adequate funding, resources and appropegtgatory approval, we intend to focus on théofeing goals
to further the development of HSpE7:

(@ process development, testing and manufacturing@agabf an adjuvant;

(b) if we achieve expected results in our Phase 1cdirtrial, the initiation of a Phase 2 proof of cept
efficacy trial in patients with high-grade cervichisplasia;

() the manufacture of additional HspE7 for use in@imical trials; and

(d) if we achieve expected results in our Phase lcdirrial, the initiation of a Phase 1/2 efficachaltin

HIV-positive patients with low-grade cervical dyagia.

Pending adequate funding, resources, approprigtdatery approval, and successful proof-of-conagit for the
use of HspE7 together with an adjuvant, we placoiatinue our development of our CoValplatform for a broader
set of HPV-related indications. We also intendctmtinue to target diseases for which there ar®srunmet
medical needs, including genital warts, recurrespiratory papillomatosis (RRP) and certain formheamcer such
as oropharyngeal and cervical cancer. In additmplan to expand our product pipeline throughdéeelopment
of additional CoVal™ therapeutic compounds anddefising opportunities.

Selling, general and administrative expenses

Selling, general and administrative expense, or BG#icludes executive management, business developm
investor relations, legal support and general adnative activities.

SG&A spending increased by approximately 17% td %$2,000 for the three months ended September 3I¥, 20
from $1,004,000 for the same period in 2006. Thweaase in SG&A spending during the three monttdeén
September 30, 2007, as compared to the same perdfid6 is primarily due to stock-based compensatixpense
totaling $339,000 during the third quarter of 208 compared to $283,000 for the same period in 2806 an
increase in legal fees. Additional stock-basedmemsation expense is due to stock options grantedgithe third
quarter of 2007. Approximately one-third of théatonumber of stock options granted during thedtlijuarter of
2007 vested by September 30, 2007.

SG&A spending increased by approximately 27% td®®8,000 for the nine months ended September 307,200
from $2,851,000 as compared to the same period@6.2 The increase in SG&A spending for the ninentn®
ended September 30, 2007 is principally due tcemeed legal fees, bonus compensation paid to men@mnbers of
management and stock-based compensation expenseh tdtaled $513,000 during the nine months ended
September 30, 2007 as compared to $464,000 faatime period in 2006.

Corporate restructuring

In June 2007, we consolidated our offices into 8an Diego facility and closed our Victoria operato The
consolidation was completed to improve operaticféitiencies as we advance HspE7. Our Vice Pesgiof
R&D relocated to the San Diego area and will cargito direct the clinical development of HspE?.

All terminated employees were offered one-time ieation benefits totaling approximately $401,000ickhare
included in corporate restructuring on the Consaid Statement of Operations. As of September2607, we
have reached agreements on termination benefits allitof the Victoria employees, with the exceptiohthree
individuals. Of the $401,000 of termination bet®fi$314,000 was paid by September 30, 2007, wthie



remaining balance of $87,000 was accrued for sedite of termination benefits with the three remagni
employees.

Costs associated with the closure of the Victaa@lity, estimated to equal approximately $166,006re included
in corporate restructuring on the Consolidatedebtant of Operations. Of the $166,000 in closusts;¢$102,000
was paid by September 30, 2007 and the remainitagnda of $64,000 was accrued as of September 87, 20

Also in conjunction with the closure of the Victatiacility, certain pieces of laboratory equipmesstre transferred
to our San Diego office for use in our researclofatories at that location. Certain other pieck$aboratory
equipment are being held for sale on consignmenhénoffice of an equipment reseller. The remainafethe

equipment was donated, sold or otherwise dispos&t recorded a loss on the disposal of equipmedatirig

$247,000 which was included in corporate restrunguon the Consolidated Statement of Operations.

I nterest and other income

Interest and other income increased for the threetins ended September 30, 2007 to $159,000 compared
$72,000 for the same period in 2006. Interest@hdr income increased for the nine months endete8der 30,
2007 to $430,000 compared to $121,000 for the saened in 2006. The increase in interest and otheome
during the three and nine months ended Septemh&0BQJ as compared to the same periods during B0@ée to
interest earned on higher cash and cash equivatergs/ed through our equity financings during 2007

Net foreign exchange (loss) gain

During the three months ended September 30, 200/epated a $693,000 foreign exchange loss compared
$15,000 foreign exchange loss for the same perid@D06. During the nine months ended Septembe2@W7 we
reported a $1,521,000 foreign exchange loss cordpare $5,000 foreign exchange gain for the sammgen
2006. The change is principally due to highehcaisd cash equivalent balances held in U.S. dddladsa rising
Canadian dollar. As we expect the majority of future operating expenses, including clinical tdasts and other
product development costs, will be paid in U.Slatg| current Company policy is to hold most of oash and cash
equivalents in U.S. dollars. Company policy redate the holding of cash and cash equivalentstimeriU.S. or
Canadian currency is continually reviewed and nowad in conjunction with fluctuations to the resjpee currency
markets.

Basic and diluted loss per share

The net loss for the three months ended Septenthe2®7 increased by 36% to $3,085,000 from $2(06for
the same period in 2006. Principally as a result 465% increase in the weighted average humbeowifmon
shares outstanding because of the completion obfderings during 2007, the basic and diluted lpss share was
$0.01 for the three months ended September 30, 00%0.03 in for the same period in 2006.

The net loss for the nine months ended Septemhe2®I¥ increased by 26% to $10,094,000 from $8(for
the same period in 2006. Principally as a resuli @36% increase in the weighted average numbeowfmon
shares outstanding because of the completion ofoffierings during 2007, the basic and diluted Idssm

continuing operations per share was $0.05 for the months ended September 30, 2007 and $0.10 théosame
period in 2006.



Summary of Quarterly Results

(In thousands except per share amounts) Quarter ended

September  June 30, March 31, December 31,

30, 2007 2007 2007 2006
Revenues $ 155 $ 155 $ 155 % 156
Research and development expenses 1,509 1,719 1,819 1,587
Net loss $ (3085% (3938 $ (3,071) $ (2,043)
Total basic and diluted loss per common
share® $ (0.01) $ (0.02) $ (0.02) $ (0.02)
(In thousands except per share amounts) Quarter ended

September  June 30, March 31, December 31,

30, 2006, 2006 2006 2005
Revenues $ 155 $ 155 $ 155 $ 156
Research and development expenses 1,484 2,073 2,207 2,083
Net loss $ (2,276) $ (3,003) $ (2,745) $ (3,872)
Total basic and diluted loss per common
share® $ (0.03)$ (0.04) $ (0.03) $ (0.05)

(@) Loss per share is computed independently for e&tie quarters presented and therefore may not

sum to the total for the year.

Our financial results over the past eight quarteese affected principally by our R&D spending. Timencipal

driver of R&D spending variations relates to coatsociated with the development of HsSpE7. In 20@5
implemented cost saving initiatives which resulteén overall decline in R&D spending thus far 80Z and in
2006 as compared to 2005. Additionally, due tdbigcash and cash equivalent balances held inddlBrs and a
rising Canadian dollar during the first three geestof 2007, we reported higher foreign exchangsds during
2007 as compared to 2006 and 20(8ee the discussion under the caption “Results ofti@aing Operations--
Research and Development” for additional infornatio

Liquidity and Capital Resources

We rely principally on equity financings to fundroesearch and development programs, operationapital
expenditures. To date we have raised net equib242,074,000 and have a deficit of $252,312,000.

At September 30, 2007, we had cash and cash egntsatotaling $14,345,000. We incurred a net loks
$10,094,000 and $8,024,000 for the nine months cer@ptember 30, 2007 and 2006, respectively. Vée us
$9,000,000 and $8,789,000 of net cash in operatttigities for the nine months ended September280y7 and
2006, respectively.

In January and August 2007 we completed offeringgdeu short form prospectuses resulting in grossqgeds of
$16,194,000 and $8,613,000 respectively. Theseepds provide sufficient resources to fund curyepthnned
program spending and operations into the third tgeuaf 2008.



In order to continue clinical development of Hsp®/g must raise additional funds through financirgsmplete a
corporate transaction and/or enter into collaboraigreements with third parties. We may not leeessful in
securing additional resources and if secured, sudngements may not provide funds sufficient totiooie to
finance operations including clinical developmemtl @ommercialization of the HspE7 program. Evesuasng we

are successful in securing additional sources péniting to fund the HspE7 program and the continued
development of additional CoVAl fusions, or otherwise enter into collaborative emgnents or complete a
corporate transaction, our efforts may not resuttdmmercially viable products.

Historically, we have incurred significant lossesnfi operations. Until such time as our researchdevelopment
efforts are commercialized or fully funded by thpdrties, for which no assurance can be given, ileentinue to
incur operating losses.

During the three and nine months ended Septemhe2(®T, purchases of equipment totaled $19,0006&0¢D00,
respectively. We did not purchase equipment dutire three months ended September 30, 2006. Eguipm
purchases totaled $122,000 for the nine monthsceBdptember 30, 2006.

During the first quarter of 2007, we identified t@én pieces of laboratory equipment that are ngéonmequired to
support currently planned operations. During thiedtquarter of 2007 we sold one piece of the emeipt. The
carrying value of the remaining assets held foe se of September 30, 2007 is $145,000. We expeszll the
balance of these assets during the fourth quaf2®@7 or in early 2008.

We are seeking additional funds from various saréecluding, but not limited to, public and prigaéquity
financings, corporate transactions and potentigh@@te partners for research and developmentboydions. If
we raise additional funds by issuing equity se@msjtsubstantial dilution to our existing shareleoddmay result.
We may need to obtain funds through arrangemeritsatiers that are on unfavorable terms such agjeshing
rights to certain technologies, product candidatgsroducts that we would otherwise seek to develagelves.

Contractual Commitments

During the third quarter of 2007, we entered intoagreement with SAFC, an operating division ofSagAldrich

Inc., to complete process and analytical developraetivities. Under the terms of the agreementhese the right
to terminate the agreement or any individual studglertaken under the agreement prior to completipon

issuance of 60 days written notice to SAFC and matrof all amounts then due. In no event shall seoiination
payments exceed the amount that would have beenhpdi the study not been terminated. During threl tipuarter
of 2007, we made advance payments under the cottr&AFC of $639,000, of which $31,000 was recdrds an
R&D cost during the third quarter of 2007 and $608, as a prepaid expense as of September 30, 2007.

We have a biological services agreement with AvBiechnologies (Avecia), denominated in Britistupds, for
the process development, scale-up and manufactiitepi7. During the first quarter of 2007, we sidra letter of
intent for the manufacture of additional cliniceht material. The letter of intent required a dsjp of £177,000
($385,000) that was paid during the second quaft2d07.

Contractual Employment Obligations

We have agreements with certain key employees whidhde payment obligations to such employeehkéf/tare
terminated without cause. As of September 30, 208¥ aggregate amount potentially payable purstmstich
agreements total $1,027,000. See “Corporate msting” for discussion of severance obligationsted to the
Company’s corporate restructuring.

Patent Opposition

On October 22, 2002, Antigenics Inc. (Antigenicshaunced that it had filed an opposition in thedpean Patent
Office (EPO) to a European patent (European P&ten¥00,445) and requests for re-examination inlt& Patent
and Trademark Office (USPTO) of two U.S. patentsS(UPatent Nos. 6,338,952 and 6,335,183) licensed the

Whitehead Institute and Massachusetts InstitufBeghnology in connection with our core platformiealogy.



In December 2006, the EPO, during oral proceedimgale a decision to revoke European Patent No44B60An
appeal of this decision was filed on December 162 The EPQO’s decision to revoke European Patient
700,445 is suspended until the conclusion of theeap process. We do not know when the European
opposition/appeal proceedings will be concluded/ioat the final results will be from these procegdin

On April 4, 2006, the USPTO mailed the notice déim to issue re-examination certificates for botB. patents,
stating the amended claims were patentable and, thuminating the re-examination process. As afrdfl 13,
2007 the USPTO had issued Ex-Parte ReexaminatidifiGges, which allow both of the patents to baimtained
in amended form, officially concluding the reexaation process.

In October 2003, Antigenics filed an oppositiontie EPO to an additional, product-specific, Eurappatent
(European Patent No. 1,002,110). The EPO heldsa ifistance oral hearing in October 2005 conceriire
opposition. The Company received a favorable dmtisThe patent was maintained in amended form.J&uary
30, 2006 Antigenics gave notice of appeal. We db kmow when the European appeal proceedings will b
concluded or what the final results will be fromesle proceedings. If maintained on appeal, thenpateuld
otherwise expire in 2018.

We have taken, and continue to take, steps whiakldmMeoelp minimize the impact if we were to receiv@egative
ruling in these proceedings. These steps inclilidg fidditional patent applications to providether protection of
our reformulated lead compound, HspE7, and oth&ftaCtf fusions.

Leases

During the first quarter of 2007, we signed a sabdefor a new facility in San Diego that expiresNmvember 30,
2008. The future lease payments during the fogutrter of 2007 and the eleven months ended Nove&th&008
are $75,000 and $274,000, respectively.

Off-Balance Sheet Arrangements

We did not enter into any off balance sheet arremegds during the three and nine months ended Septedd,
2007 or 2006.

Related Party Transactions

There were no related party transactions duringhtee and nine months ended September 30, 202006
Critical Accounting Estimates

Our significant accounting policies are disclosedNbte 1 to our annual consolidated financial stetiets. Certain
of our policies require the application of managetjedgment in making estimates and assumptiortsatffiect the

amounts reported in the consolidated financiakstants and disclosures made in the accompanyimg.ndthose
estimates and assumptions are based on historiparience and various other factors deemed apjicabd

reasonable under the circumstances. The use gfendt in determining such estimates and assumpimrsy

nature, subject to a degree of uncertainty. Adeoagty, actual results could differ from the estiemtmade. Our
critical accounting policies include:

Research and development costs

Research and development costs associated withasious research and development programs corfsiitext
and indirect expenditures, including a reasonalllecation of overhead expenses. Overhead expeases
comprised of general and administrative supportvidesl to the research and development programsseThe
expenses include costs associated with supponiteegi such as information technology, finance dndnan
resources as well as for the use of facilitiesseRech and development costs are expensed aseidcuriess they
meet criteria for deferral and amortization. Wassess whether we have met the relevant criterideferral and
amortization at each reporting date. To date,ex@bbpment costs have been deferred.
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Clinical trial expenses are a component of researth development costs. These expenses includeptad to
clinical research organizations (CROSs), investigatand other service providers. The Company rezegni
expenses related to its ongoing clinical trialsngsa methodology designed to accrue estimated dostbe
appropriate accounting period when the servicecamepleted. In the event payments differ from dneount of
service completed, prepaid expense or accrueditiebiamounts are adjusted on the balance shbeteTexpenses
are based on estimates of the work performed uthdecontract, milestones achieved and patient emnal. We
monitor each of these factors to the extent possibld adjust estimates accordingly. Based on ¢sea of the
trial, including the number of patients, numbercbhical sites, and the schedule of treatment asild-up, the
methodology could vary from trial to trial.

Stock-based payments

We apply the fair value method of accounting forsébck option awards, unrestricted and restrictietk awards,
warrants issued to third parties and other stodethgpayments. Under this method we recognize a eosapion
expense for all stock options awarded, based ofathgalue of the options on the date of grantakhis determined
by using an option pricing model. Assumptions usethe pricing model are based on expected lif¢hefoption
which is evaluated during each reporting pericrélated risk free interest rate, historical vibtgtcalculated from
actual stock price fluctuations and the exerciseepof the grant. The fair value of the optiongipensed over the
vesting period of the options.

We recognize compensation expense for all unréstriand restricted stock awards based on the conshare
price on the date of grant. The fair value of téstricted stock awards is expensed over the \egpmiod of the
award.

We recognize expense related to issued warranesllmsthe fair value of the warrants on the datgraft which is
determined by using a pricing model. Assumptioseduin the pricing model are based on expectedofifthe
warrant, which is typically equal to its contradtulide, its related risk free interest rate, histat volatility
calculated from actual stock price fluctuations #ralexercise price of the warrant. As the wagan¢ fully vested
upon issuance, the fair value of the warrants jeeaged on the date of issuance.

Other stock based payments, such as payments masleies to third parties as consideration foricesy are
expensed on the date that the payment is earned basthe common share price on that day.

Recent Accounting Pronouncements

The CICA issued four new standards: Financial uments — Recognition and Measurement, Financialuments
— Disclosure and Presentation, Hedges and Compsiieeimcome (the New Standards). These New Stdadast
applied to us on January 1, 2007.

The Financial Instruments standards prescribe vehéinancial asset, liability or non-financial deative is to be
recognized in the balance sheet and the measureshémt amount. They also specify how financretiument
gains and losses are to be presented. The Hetlgetasd is applicable for designated hedging @tatiips and
builds on existing Canadian GAAP guidance by spéuif how hedge accounting is applied and what d&gles
are necessary when it is applied. The Comprehehssome standard introduces new requirementsrésgentation
and disclosure of components of comprehensive iecom

As a result of these new accounting pronouncemeigsecord all cash equivalents and available-fbe-securities
at fair value in the Consolidated Balance Sheenreblized holding gains and losses related to abvieitfor-sale
investments are included in other comprehensivenm (loss) until such gains or losses are realkiwesther than
temporary impairment is determined to have occurrethe Company estimates the fair value of findncia
instruments on the balance sheet date using quoéeklet prices for available for sale securitiese Bdoption of
the New Standards did not have a material effeavwnfinancial statements at January 1, 2007 oteBaper 30,
2007. Net loss and comprehensive loss for theethrel nine months ended September 30, 2007 is%8@3Band
$10,094,000, respectively.
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Disclosure Controls and Procedures

Disclosure controls and procedures are designgutdeide reasonable assurance that all relevantrivgtion is

gathered and reported on a timely basis to sen&ragement, so that appropriate decisions can be megarding
public disclosure. As at the end of the periodeted by this management'’s discussion and analysisagement
evaluated the effectiveness of the Company’s dssck controls and procedures as required by Camaéieurities
laws.

Based on that evaluation, management has concthdgdas of the end of the period covered by thisagement’s
discussion and analysis, the disclosure contradispancedures were effective to provide reasonatsderance that
information required to be disclosed in the Compsuayinual filings and interim filings (as such terare defined
under Multilateral Instrument 52-109 — Certificatiof Disclosure in Issuers’ Annual and Interim ®gig) and other
reports filed or submitted under Canadian secsrigevs is recorded, processed, summarized andteepwiithin
the time periods specified by those laws, and thaterials information is accumulated and commusitab
management as appropriate to allow timely decisiegarding required disclosure.

Internal Controls and Procedures

The Company evaluated the design of its internatrots and procedures over financial reporting efénéd under
Multilateral Instrument 52-109 for the nine monthaded September 30, 2007. Based on this evaluation,
management has concluded that the design of tiésenal controls and procedures over financial répgp was
effective to provide reasonable assurance regartfiagreliability of financial reporting and the pegation of
financial statements for external purposes in atmuoce with Canadian GAAP. No changes were madéen
Company’s internal controls over financial repagtiduring the period ended September 30, 2007 thae h
materially affected or are reasonably likely to enetlly affect the Company’s internal control ovimancial
reporting.

Disclosure of Outstanding Share Data

The following table contains information regardimgr outstanding equity as of November 1, 2007:

Common shares outstanding 260,585,901
Warrants under 2005 Financing outstanding 38332
Warrants issued to GVIC 250,000
Warrants under January 2007 Financing outstanding 53,979,120
Agent’s warrants under January 2007 Financing antihg 7,557,076
Warrants under August 2007 Financing outstanding 34,454,200
Agent’s warrants under August 2007 Financing outiiteg 4,823,588
Stock options outstanding 12,151,184

Quantitative and Qualitative Disclosures About Market Risk

We use the Canadian dollar as our measurementwsnatidnal currency. As a result, we are exposefbreign
currency fluctuations through our operations beeausubstantial amount of our contract researchdamdlopment
spending has been transacted in other currenadiesigally in U.S. dollars. We hold investment &ates in the
currencies in which we have expenditures plannednguthe foreseeable future At September 30, 2007,
approximately 92% of cash and cash equivalents \eté in U.S. dollars. We translate monetary asseid
liabilities into Canadian dollars using the ratdsegchange prevailing at our balance sheet date.réerd the
resulting exchange gains and losses in our stateofi@perations. Although we do not currently eggén hedging
or other activities to reduce foreign currency rigk may do so in the future if conditions change.

A hypothetical change in foreign exchange ratespplying a 10% change to our quarter-end foreigrharge
rate, then applying that rate to our average lef/&l.S. dollar investments during the nine monthdezl September
30, 2007, would result in a $507,000 impact. # tlalue of the Canadian dollar relative to the Wdi@&lar were to
increase by 10%, our net loss would increase by 880 for the nine months ended September 30, 26@tther,
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if the value of the Canadian dollar relative to thé. dollar were to decrease by 10%, our net\assld decrease
by $507,000 for the nine months ended Septembe2(RY,.

We are also exposed to interest rate risk becaesmaintain cash equivalents and short-term investipertfolio
holdings of various issuers, types, and maturitiesiavith large banks and investment banking irtstitis. The
market value of these short-term investments ondayyduring the investment term may vary as a teguharket
interest rate fluctuations.

To differentiate between the effect of a changéh& market valuation of securities caused by marketest rate
changes versus a change in the annual rate oésttere could earn on a security, we calculatedahatpothetical
change in interest rates comparable to a 10% changer average rate of return would result in 28,800 impact.
If interest rates were to increase by 10%, ourloss would decrease by $28,000 for the nine moetided
September 30, 2007. Further, if interest rateevedecrease by 10%, our net loss would increpsk28,000 for
the nine months ended September 30, 2007. Durmdr$t nine months of 2007, our funds were heldnprily in
cash and cash equivalents. Our exposure to intexesfluctuation, therefore, was minimized.

We have not used derivative financial instrumentsur investment portfolio. We had $14,345,00@¢ash and
cash equivalents as of September 30, 2007.

Additional Information

Additional information regarding the Company, imdilg our 2006 Annual Information Form, may be exadi
and/or obtained through the internet by accesdieg@anadian System for Electronic Document Analgsid
Retrieval (SEDAR) website at www.sedar.com under@ompany's SEDAR profile. Historical documentatieg
to the Company's business and operations priootoptetion of the March 23, 2006 corporate reorgaion,
including Old Stressgen's annual information foreted March 16, 2006, may be examined and/or oltahmeugh
the SEDAR website under the SEDAR profile of GVIGbRcations Ltd.
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