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210, 1167 Kensington Cr. N. W,
Calgary, Alberta
Canada T2N 1X7

For Immediate Release

Oncolytics Biotech Inc. Receives Approval To Initiate
Canadian Phase I/II Brain Cancer Trial

CALGARY, Alberta, April 11, 2002 -- Oncolytics Biotech Inc. (TSE: ONC, NASDAQ:
ONCY) (“Oncolytics”) has received approval from Health Canada to initiate a Phase I/II clinical
trial to investigate the use of REOLYSIN® as a treatment for patients with recurrent malignant
glioma, the most aggressive form of brain cancer.

“Pre-clinical studies of REOLYSIN® have shown tumour regression and survival benefits in
animal models of this persistent disease,” said Dr. Brad Thompson, President and CEO of
Oncolytics. “Based on the positive results from our recently concluded Phase I trial, we are
continuing with our plans to pursue further expansion of our clinical trial program in 2002. We
intend to develop REOLYSIN® as quickly as possible on the basis of a carefully planned and
executed series of clinical programs.”

In the dose escalation or Phase I portion of the Phase I/II trial, patients with a variety of recurrent
malignant gliomas will be enrolled. In the Phase II portion of the trial, patients with recurrent
glioblastoma multiforme, the most aggressive glioma, will be treated with dosages determined by
the results of the dose escalation study. A total of up to 40 patients are expected to be enrolled.

Malignant brain tumours occur in approximately 40,000 patients in North American and Europe
each year. The standard treatment for patients with newly diagnosed malignant gliomas is
surgery, followed by radiation therapy and occasionally systemic chemotherapy. However, the
probability of tumour recurrence is high. Treatment options for patients with the recurrent
disease are limited to additional surgery that may be combined with local chemotherapy.

About Oncolytics Biotech Inc.

Oncolytics is a Calgary-based biotechnology company focused on the development of the human
reovirus (REOLYSIN®) as a potential cancer therapeutic. Oncolytics’ researchers have
demonstrated that the reovirus is able to selectively kill cancer cells and, in vitro, kill human
cancer cells derived from many types of cancer including breast, prostate, pancreatic and brain
tumours. Research has also yielded successful cancer treatment results in a number of animal
models. Phase I clinical trial results have indicated that there were no toxicology-related issues
with the administration of the reovirus, and that the reovirus demonstrated activity in tumours
injected with REOLYSIN®.
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This press release contains forward looking statements, within the meaning of Section 21E of the Securities
Exchange Act of 1934, as amended. Forward looking statements, including the Company’s belief as to the potential
of REOLYSIN® as a component of the treatment for recurrent malignant Glioma and other cancers, and the
Company’s expectations as to the design, timing and success of its planned clinical trial programs, involve known
and unknown risks and uncertainties, which could cause the Company’s actual results to differ materially from those
in the forward looking statements. Such risks and uncertainties include, among others, the availability of funds and
resources to pursue research and development projects, the efficacy of REOLYSIN® as a cancer treatment, the
success and timely completion of clinical studies and trials, the Company’s ability to successfully commercialize
REOLYSIN®, uncertainties related to the research and development of pharmaceuticals, uncertainties related to the
regulatory process and general changes to the economic environment. Investors should consult the Company’s
quarterly and annual filings with the Canadian and U.S. securities commissions for additional information on risks
and uncertainties relating to the forward looking statements. Investors are cautioned against placing undue reliance
on forward looking statements. The Company does not undertake to update these forward looking statements.

FOR FURTHER INFORMATION PLEASE CONTACT:

For Canada:
Oncolytics Biotech Inc.
Dr. Matt Coffey

| 210, 1167 Kensington Cr NW
Calgary, Alberta T2N 1X7
Tel: 403.670.7377
Fax: 403.283.0858
www.oncolyti¢sbiotech.com

For Canada:

The Equicom Group Inc.
Joanna Longo

20 Toronto Street

Toronto, Ontaric MSC 2B8
Tel: 416.815.0700 ext. 233
Fax: 416.815.0080
jlongo@equicomgroup.com

For United States:

The Investor Relations Group

Gino De Jesus or Dian Griesel, Ph.D.
50 Pine Street, 6 Floor

New York, NY 10005

Tel: 212.825.3210

Fax: 212.825.3229
theproteam@aol.com
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210, 1167 Kensington Cr. N.W.
Calgary, Alberta
Canada T2N 1X7

For Immediate Release
Oncolytics Biotech Inc. Appoints New Director

CALGARY, Alberta, April 10, 2002 -- Oncolytics Biotech Inc. (TSE: ONC, NASDAQ:
ONCY) (‘Oncolytics’) announced today that the Board of Directors has appointed Mr.
George W. Masters to the Board. .

Mr. Masters is currently Chairman of the Boards of SignalGene Inc. and BioCatalyst
Yorkton Inc. and Vice Chairman of the Board of Hemosol Inc., as well as being a
director of several other biotechnology companies. Mr. Masters outstanding career has
spanned over thirty years as a corporate executive in the international healthcare and
biotechnology industries, which includes twenty years with Warner-Lambert where his
last position was President of the worldwide diagnostics business.

“We are pleased to welcome Mr. Masters to our Board,” said Dr. Brad Thompson,
Chairman, President and CEO of Oncolytics. “His vast experience in the healthcare and
biotechnology industry and his extensive Board experience will clearly assist us in
successfully reaching our full potential.”

About Oncolytics Biotech Inc.

Oncolytics is a Calgary-based biotechnology company focused on the development of the
human reovirus (REOLYSIN®), as a potential cancer therapeutic. Oncolytics’
researchers have demonstrated that the reovirus is able to selectively kill human cancer
cells in vitro that are derived from many types of cancer, including breast, prostate,
pancreatic and brain tumours, and have also demonstrated successful cancer treatment
results in a number of animal models. Phase I clinical trial results have indicated that
there were no toxicology-related issues with the administration of the reovirus, and that
the reovirus demonstrated activity in tumours injected with REOLYSIN®. Oncolytics
has filed a Clinical Trial Application (CTA) with Health Canada and with the FDA for a
Phase VI trial investigating the use of the REOLYSIN® for the treatment of recurrent
malignant glioma patients.

This press release contains forward looking statements, within the meaning of Section 21E of the Securities
Exchange Act of 1934, as amended. Forward looking statements, including the Company’s belief as to the
potential of REOLYSIN® as a cancer therapeutic; the Company’s expectations as to the safety and efficacy
of REOLYSIN®; the Company’s expectations as to the commencement of human trials; the Company’s
belief that the Ras pathway has potential in the treatment of many cancers including breast cancer; and the
Company’s belief as to the relevance of the results of animal models to the results that may be obtained
from human cancer trials, involve known and unknown risks and uncertainties, which could cause the
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Company’s actual results to differ materially from those in the forward looking statements. Such risks and
uncertainties include, among others, the availability of funds and resources to pursue research and
development projects, the efficacy of REOLYSIN® as a cancer treatment, the success and timely
completion of clinical studies and trials, the Company’s ability to successfully commercialize
REOLYSIN®, uncertainties related to the research and development of pharmaceuticals, uncertainties
related to the regulatory process and general changes to the economic environment. Investors should
consult the Company’s quarterly and annual filings with the Canadian and U.S. securities commissions for
additional information on risks and uncertainties relating to the forward looking statements. Investors are
cautioned against placing undue reliance on forward looking statements. The Company does not undertake
to update these forward looking statements. '

FOR FURTHER INFORMATION PLEASE CONTACT:

For Canada:

Oncolytics Biotech Inc.

Dr. Brad Thompson

210, 1167 Kensington Cr NW
Calgary, Alberta T2N 1X7
Tel: 403.670-7377

Fax: 403.283.0858
www.oncolyticsbiotech.com

—

For Canada:

The Equicom Group Inc.
Joanna Longo

20 Toronto Street

Toronto, Ontario M5C 2B8
Tel: 416.815.0700 ext. 233
Fax: 416.815.0080
jlongo@equicomgroup.com

For United States:

The Investor Relations Group

Gino De Jesus or Dian Griesel, Ph.D.
50 Pine Street, 6™ Floor

New York, NY 10005

Tel: 212.825.3210

Fax: 212.825.3229
theproteam@aol.com




koA I
P e
e R

TR ) vl
SO e St




« SUCCESSFULLY CONCLUDED FIRST HUMAN CLINICAL TRIAL COMMENCED A MULTI-CENTRE CLINICFAL
TRIAL FOR PROSTATE CANCER ¢« FILED APPLICATIONS TO COMMENCE A MULTI-CENTRE CLINICAL
TRIAL FOR RECURRENT BRAIN CANCER IN CANADA AND THE US ENGAGED LEADERS IN
THE FIELDS OF REGULATORY AFFAIRS, CLINICAL TRIALS, NEUROLOGY AND
ONCOLOGY AS ADVISORS TO THE COMPANY « ADDITIONAL ANIMAL MODEL
RESULTS SHOW REOVIRUS IS SAFE AND EFFECTIVE USING
LOCAL AND SYSTEMIC DELIVERY * NASDAQ LISTING
OCTOBER 5, 2001 « FOURTH US PATENT ISSUED
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ONCOLYTICS MADE SIGNIFICANT PROGRESS ON ITS REOLYSIN® CLINICAL TRIAL

PROGRAM LAST YEAR. WE CONTINUED TO BUILD OUR WEALTH OF ANIMAL

DATA ON PRODUCT SAFETY AND EFFECTIVENESS AS A STAND-

WE ARE PLEASED TO REPORT THAT DURING 2001, ONCOLYTICS
BIOTECH INC. (ONCOLYTICS} MADE SIGNIFICANT PROGRESS IN
DEVELOPING REOLYSIN® AS A POTENTIAL TREATMENT FOR A

BROAD RANGE OF HUMAN CANCERS.

IT WAS AN EXCITING YEAR, ONE IN WHICH WE CONCLUDED OUR
INITIAL STUDY FOR SAFETY I{N HUMANS AND PREPARED TO
COMMENCE OTHER HUMAN TRIALS IN 2002. THE COMPANY
ALSO MADE SIGNIFICANT PROGRESS IN PROTECTING (TS
INTELLECTUA.L. PROP.ERTY THROUGH NEW F’ATENTS ISSUED IN
THE US AND EUROPE. WE 'BELIEVE THAT IMPORTANT
FOUNDATIQNS ARE NOW [N PLACE FOR MAJOR ADVANCES IN

CUR COMPANY’S DEVELOPMENT.

OUR PHASE | CLINICAL STUDY ON 18 PATIENTS CONCLUDED

‘LATE IN 2001, AND IN MID-MARCH 2002, WE REPORTED

ENCOURAGING RESULTS. THE. PRIMARY OBJECTIVE WAS TO
STUDY SAFETY, NO SIGNIFICANT ADVERSE REACTIONS WERE
NOTED — AT ANY DOSAGE. WE ALSO SAW TUMOUR REGRESSICN
IN MANY PATIENTS, BOTH AT THE INJECTED SITE AND AT
REMOTE TUMOUR SITES. THESE EXCITING RESULTS PAVED THE
WAY FOR ONCOLYTICS TO MOVE FORWARD WITH ITS CLINICAL

AND BUSINESS STRATEGIES.

ALONE TREATMENT AND IN COMBINATION THERAPY

WITH OTHER PRODUCTS, AND THROUGH VARIOUS

ROUTES OF ADMINISTRATION.

> LETTER TO SHAREHOLDERS

IN LATE 2001, WE RECEIVED PERMISSION FROM HEALTH CANADA
TO PROCEED WITH OUR SECOND CLINICAL TRIAL. THIS WILL BE
THE FIRST CLINICAL TRIAL DESIGNED TO TEST THE EFFECTIVENESS
OF RECLYSIN® IN HUMANS. THE TRIAL WILL ENROLL UP TO 45
PATIENTS WITH T2 PROSTATE CANCER, AND WILL BE CONDUCTED

AT THREE WELL-KNOWN MEDICAL FACILITIES IN CANADA.

ANOTHER IMPORTANT ACHIEVEMENT DURING THE YEAR WAS
QUR SUCC.EéS IN IMPROVING THE MANUFACTUR[IING PROCESS.
WE HAVE‘PROGRESSED l.:R‘OM A LABORATORY-ONLY- PROCESS
TO ON“E THATvSHOULD ALI:OW ;THE COéT-E#FECTlVE PRODUCTION

OF COMMERCIAL QUANTITIES OF REOLYSIN®.

ONCOLYTICS APPLIED TO REGULATORY AUTHORITIES IN CANADA
AND THE UNITED STATES AT THE BEGINNING OF 2002 TO
COMMENCE PHASE I/l CLINICAL TRIALS TESTING THE SAFETY
AND EFFICACY OF REOLYSIN® AS A TREATMENT FOR RECURRENT
GLIOMA (BRAIN CANCER). |F APPROVED, TH!S WILL BE OUR FIRST
CROSS-BORDER CLINICAL STUDY. IN JUNE, 2001, UNIVERSITY OF
CALGARY RESEARCHERS ANNOUNCED THAT REOLYSIN®
DESTROYS BRAIN TUMOURS IN MICE, WITH NO SIDE EFFECTS.
THE COMPLETE REGRESSION OF THE TUMOUR MASS IN 20 OF
THE 23 LIVE-REOVIRUS-TREATED ANIMALS — AND THE SIGNIFICANT
SURVIVAL BENEFIT NOTED ~ IS VERY ENCOURAGING, AND WE ARE

OPTIMISTIC ABOUT HUMAN APPLICATIONS.

|
!




NEW TECHNOLOGIES AND PRODUCTS

IN EARLY 2002, PFIZER TERMINATED ITS AGREEMENT WITH THE
COMPANY FOR THE DEVELOPMENT OF THE REOVIRUS FOR
VETERINARY USE. THE TERMINATION OCCURRED PRIOR TO THE
COMMENCEMENT OF PIVOTAL STUDIES IN ANIMALS. WE BELIEVE
THAT THE DATA GATHERED DURING THE AGREEMENT PERIOD
WILL PROVE HELPFUL TO US AS WE ADVANCE OUR POTENTIAL

PRODUCT TO HUMAN USE.

WE ARE CONTINUING TO EXPLORE AND BUILD RELATIONSHIPS
THAT WE EXPECT WILL EVENTUALLY LEAD TO A PARTNERING
AGREEMENT WITH A MAJOR PHARMACEUTICAL COMPANY FOR THE
FINAL TESTING AND COI\"!MERCIALIZATION oF REOLYSIN® FOR
HpMAN USE. WE INTEND TO CONCLUDE A TRANSACTION WHEN
WE CAN ACHIEVE CPTIMAL VALUE FOR QUR SHAREHQLDERS. TO
DATE, WE HAVE HELD IN-DEPTH MEETINGS AND DISCUSSIONS
WITH A VARIETY OF PHARMACEUTICAL COMPANIES THAT HAVE
EXPRESSED CONTINUING INTEREST IN OUR SCIENCE AND

OUR PRODUCT.

ANOTHER PRIORITY FOR ONCOLYTICS IS TO CONTINUE TO BUILD
AWARENESS OF OUR COMPANY IN BOTH CANADA AND THE
UNITED STATES. TO HELP ACHIEVE THIS, WE LISTED OUR

COMPANY LAST YEAR ON THE SMALL CAP MARKET OF NASDAQ.

2002 WILL BE AN IMPORTANT YEAR FOR

ONCOLYTICS AS WE FOCUS ON THREE MAIN OBJECTIVES:

* MOVING REOLYSIN® THROUGH SELECTED CLINICAL TRIALS

« DEVELOPING A RELATIONSHIP WITH A MAJOR PHARMACEUTICAL COMPANY

* EXPANDING OUR COMPANY’S PIPELINE THROUGH THE IDENTIFICATION AND ACQUISITION OF

AS WE MOVE FORWARD WITH QUR CLINICAL PROGRAM, WE
WILL INTENSIFY THIS AWARENESS-BUILDING EFFORT WITH

THE GOAL OF BROADENING QUR SHAREHOLDER BASE.

WE ARE CONFIDENT THAT THE TEAM WE HAVE ASSEMBLED AND
THE FINANCIAL RESOURCES AVAILABLE TO US WILL ENABLE

US TO BE SUCCESSFUL.

WE WOULD LIKE TO THANK OU—R BOARD, STAFF AND CONSULTANTS
FOR THEIR SUPPORT AND CONTRIBUTIONS DURING THE YEAR.
WE HAVE GROWN CONSIDERABLY IN THE PAST YEAR, AND THE
SUPPORT OF DEDICATED INCIVIDUALS HAS BEEN INVALUABLE
TO ONCOLYTICS. WE ALSO THANK OUR SHAREHOLDERS WHO
HAVE CONTINUED TO SUPPORT US IN A DIFFICULT AND

VOLATILE MARKET ENVIRONMENT.

THANK YOU,

BRAD THOMPSON, PHD

CHAIRMAN, PRESIDENT AND CEQ




2. REOLYSIN® HAS THE POTENTIAL TO MAKE A

ADVANCING A POTENTIAL THERAPEUTIC

ONCOLYTICS BIOTECH INC. WAS FORMED IN 1998 TO DEVELOP THE REQVIRUS AS A POTENTIAL THERAPEUTIC FOR A WIDE VARIETY OF
HUMAN CANCERS. SINCE ITS INCORPORATION, ONCOLYTICS HAS ADVANCED THE COMPANY AND ITS PRODUCT, REOLYSIN®,
THROUGH SEVERAL IMPORTANT STAGES. THESE INCLUDE COMPLETION OF IMPORTANT HUMAN AND ANIMAL STUDIES, LISTING ON THE
TORONTO (TSE) AND NASDAQ EXCHANGES, AND RECE(VING VARIOUS PATENTS THAT COVER THE PHARMACEUTICAL USE OF THE
REOVIRUS IN THE TREATMENT OF RAS-MEDIATED CANCERS IN MAMMALS. IN ADDITION, ONCOLYTICS HAS SUBMITTED APPLICATIONS

FOR MORE THAN 20 PATENT FAMILIES THAT WILL FURTHER PROTECT QUR INTELLECTUAL PROPERTY.

THE MARKET FOR A SUCCESSFUL CANCER THERAPEUTIC 1S ENORMOUS. MORE THAN HALF A MILLION PEOPLE IN
THE US AND CANADA DIE ANNUALLY FROM CANCER. ALMOST ALL CANCER PATIENTS ARE STILL TREATED

WITH A COMBINATION OF SURGERY, RADIATION AND CHEMOTHERAPY. THERE 1S AN UNMET MEDICAL

NEED FOR BROADLY ACTIVE CANCER THERAPIES THAT HAVE GREATER SPECIFICITY.
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" OBSERVED:

ACTIVATED RAS, PATHWAY®:

REOLYSIN® KILLS CANCER CELLS

WHAT I1s CANCER? *

CANCER REFERS TO OVER 100 DISEASES IDENTIFIED BY THE
UNCONTROLLED GROWTH AND SPREAD OF ABNORMAL CELLS
IN THE BODY. CANCER IS THE.SECOND LEADING CAUSE OF
DEATH IN CANADA AND THE US. HALF OF ALL MEN AND ONE-
THIRD OF ALL WOMEN WILL DEVELOP SOME FORM OF CANCER

DURING THEIR LIFETIME.

IT 1S ESTIMATED THAT IN CANADA AND THE US IN 2002,
APPRCXIMATELY 1.3 MILLION PEOPLE WILL BE DIAGNOSED

WITH CANCER, AND MORE THAN HALF A MILLION WiLL BIE.

WHY DO CELLS GROW UNCONTROLLABLY?

THE GROWTH AND MAINTENANCE OF CELLS IS A COMPLEX

PROCESS, WITH NUMEROUS CHECKS AND BALANCES THAT

ALLOW PROPER CELLULAR ACTIVITY. IN CANCEROUS CELLS,‘

'-, HQWEVER, THESE CHECKS AND BALANCES BREAK DOWN, AND

ABNORMAL AND UNCONTROLLED GROWTH OF CELLS IS

BETWEEN 50% TO 70% OF ALL CANCERS HAVE

"

“ MUTATIONS ALONG WHAT, IS'CALLED THE RAS PATHWAY OF THE CELL.

RESULTS (N ABNORMAL

MOST COMMON CANCER IN MEN >PROSTATE
MOST COMMON CANCER IN WOMEN BREAST B
LEADING CAUSE OF CANCER ’D_E.ATH LUNé

AMONG MEN & WOMFEN
FIVE YEAR SURVIVAL} RATE OF 4% PANCREATIC

*AMERICAN CANCER SOCIETY S;FATIST[CS

WHAT 1s THE Ras PatHway?

THE RAS PATHWAY IS ONE OF SEVERAL COMPLEX AND CROS_S-
LINKED PATHWAYS THAT TRANSFER GROWTH SIGNALS f-;ROM
THE SURFACE OF THE CELL TO THE NUCLEUS. IN NORMAL CELLS,
THIS PROCESS (S CONTROLLED AND APPROPRIATE SIGNALING
TAKES PLACE. IN CANCER CELLS, A MUTATION HAS OCCURRED
ALONG THIS PATHWAY THAT PREVENTS THE CELL FROM
SWITCHING OFF THE SIGNAL, ENCOURAGING UNCQNTROLLED
CELL GROWTH. BECAUSE MUTATIONS IN THE RAS PATHWAY
ARE SO COMMON TO CANCER, IT HAS BEEN WIDELY RECOGNIZED
BY THE PHARMACEUTICAL INDUSTRY AS A VALID TARGET FOR A

POTENTIAL CANCER THERAPEUTIC LIKE REOLYSIN®.

& ol

REOVIRUS/MULTIPLIES AND !
: . e R
: DESTROYS CANCER CELLS:
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"THE RAS PROTEIN PLAYS A PIVOTAL ROLE IN THE GROWTH PATHWAY IN NUMEROUS

CELL TYPES AND OVERACTIVATION OF RAS IS IMPLICATED IN NUMEROUS CANCERS.

THUS, INHIBITION OF RAS HAS ATTRACTED SIGNIFICANT INTEREST FOR

ITS THERAPEUTIC POTENTIAL", " -

WHAT i1s THE REoviIRUS?

THE REOVIRUS IS A COMMON AND NATURALLY OCCURRING
VIRUS THAT MOST OF US ARE EXPOSED TO IN OUR LIFETIME,
AN INCREASING NUMBER OF STUDIES (SEE BELOW) HAVE

SHOWN THAT REOVIRUS CAN INFECT AND SELECTIVELY KILL

s L e

~_“REPRINTED BY PERMISSION.

WHAT DO EgusREOLY S|N®D 0?

REOLYSIN®, A POTENTIAL PRODUCT DEVELOPED FROM THE

REOVIRUS, KILLS CANCER CELLS WITH~AA’

PATHWAY WITHOUT HARMING ADJACENT NORMAL CELLS. A

AETIVATED ;RAS

PRODUCT SUCH AS REOLYSIN® THAT COULD TREAT PAT]EI\[:FS-

WITH FEWER SIDE EFFECTS REPRESENTS AN ENORMOUS

BIOCENTURY, FEBRUARY 5; 2002,

CANGER CELLS.
POTENTIAL IMPROVEMENT TO TREATMENT FOR THE MILLIONS OF
PEOPLE LIVING DAILY WITH CANCER, AND ALSO PRESENTS AN

EXCITING MARKET OPPORTUNITY FOR ONCOLYTICS.

REOVIRUS AS A POTENTIAL CANCER THERAPEUTIC

STUDIES OF REOVIRUS OVER THE PAST 40 YEARS HAVE EXPANDED OUR KNOWLEDGE ABOUT THIS NATURALLY OCCURRING VIRUS.
MORE RECENT SCIENTIFIC RESEARCH HAS DEMONSTRATED THAT REOVIRUS IS SAFE AND WIiLL ATTACK AND KILL CANCER CELLS THAT
HAVE AN ACTIVATED RAS PATHWAY. THE FOLLOWING IS A SAMPLE OF SCIENTIFIC ARTICLES THAT SUPPORT THE USE OF REOVIRUS AS

A POTENTIAL CANCER THERAPEUTIC.
DATE AUTHORS

TITLE REOVIRUS FINDINGS

2002 | NCRMAN ET AL

EFFECTIVE TREATMENT (N ANIMAL MODELS
CAN CAUSE TUMOUR REGRESSION OF REMOTE
TUMOUR EVEN WHEN USED LOCALLY

REOVIRUS ONCOLYSIS OF HUMAN
BREAST CANCER

2001 WILCOX ET AL

REOVIRUS AS AN ONCOLYTIC AGENT AGAINST
EXPERIMENTAL HUMAN MALIGNANT GLIOMAS

SAFE AND EFFECTIVE THERAPY FOR THE
TREATMENT OF VARICUS HUMAN BRAIN
CANCERS IN ANIMAL MODELS

COMPREHENSIVE REVIEW OF THE UNDERSTANDING
OF REOVIRUS ONCOLYSIS

2000 | NORMAN ET AL REOVIRUS AS A NOVEL ONCOLYTIC AGENT

1998 COFFEY ET AL REOVIRUS THERAPY OF TUMOURS WITH

ACTIVATED RAS PATHWAY

EFFECTIVE TREATMENT OF TUMOURS IN IMMUNE-
DEFICIENT AND COMPETENT ANIMAL MODELS

-

THE MOLECULAR BASIS OF VIRAL ONCOLYS!IS:
USURPATION OF THE RAS SIGNALING PATHWAY
BY REOVIRUS

1998 STRONG ET AL REPLICATION AND RESULTANT CELL DEATH
REQUIRES MUTATIONS IN THE RAS PATHWAY
ACTIVATION OF THtS PATHWAY UNDERLIES THE

PROGRESSION OF MANY CANCERS




¥ 'HAS CONDUCTED EXTENSIVE 'PRE-CLINICAL, STUDIES

P

1. EFFICACY ~ THE!RE

VIR Y EFFECTIVE AS A CANCER THERAPEUTIC IN NUMEROUS ANJMAL MODELS.
2. SAFETY — THE REOVIRUS 1S SAFE AND NON-TOXIC TO ANIMALS — AT ANY DOSAGE TESTED.

3. METASTASES — REOVIRUS INJECTIONS INTO A TUMCUR HAVE DEMONSTRATED REDUCTIONS AT THE INJECTED SITE, AS WELL AS AT

OTHER SITES WITHIN THE BODY.

ONCOLYTICS HAS ALSO EVALUATED OTHER ROUTES OF ADMINISTRATION AND HAS DEMONSTRATED SUCCESS WITH A NUMBER OF
DIFFERENT DELIVERY METHODS., SOME OF THE MOST EXCITING RESULTS FROM DIRECT INJECTION INTO A TUMOUR ARE FROM THE

WORK COMPLETED IN ANIMALS FOR GLIOBLASTOMA (BRAIN TUMOURS).

[N ADDITION TO DIRECT INJECTION INTO TUMOURS, ONCOLYTICS HAS ALSO SUCCESSFULLY STUDIED DELIVERY IN ANIMAL
MODELS THROUGH DIRECT INJECTION INTO TIEI:E ABDOMINAL CAVITY, THE BRAIN AND BY INTRAVENOUS AND NASAL MIST
DELIVERY. STUDIES DONE AT THE' UNIVERSITY OFf CALGARY SUCCESSFULLY DEMONSTRATED THAT

REOLYSIN®, IN COMBINATION WITH A VARIETY OF OTHER DRUGS, INCREASED THE EFFECTIVENESS

OF THE TREATMENT. SYSTEMIC DELIVERY COMBINED WITH LlMl;rED USE OF IMMUNE

SUPPRESSIVE AGENTS ALSO IMPROVED THE EFFECTIVENESS OF DELIVERY FOR

METASTATIC CANCER. THESE STUDIES HAVE SIGNIFICANT POSITIVE IMPLICATIONS

FOR THE USE OF REOLYSIN® AS A BROAD-BASED TREATMENT FOR A

WIDE VARIETY OF CANCERS.

ANIMAL MODELS TO ASSESS THE POTENTIAL OF. THE REOVIRUS AS A'CANCER ~ - "




ONCOLYTICS’ CLINICAL

ONCOLYTICS’ CLINICAL STRATEGY IS TO DEVELOP
REOLYSIN® AND HAVE IT APPROYED FOR SALE AS A
POTENTIAL CANCER THERAPEUTIC, IN THE

SHORTEST PERIOD OF TIME.

STRATEGY

THE COMPANY’S OBJECTIVE IS TO SEEK APPROVAL FOR REOLYSIN® FOR A SPECIFIC TYPE OF CANCER, AND THEN BROADEN THE

USE OF REOLYSIN® TO OTHER TYPES OF CANCER.

STUDIES TO DATE HAVE INDICATED REOLYSIN® COULD BE A POTENTIAL THERAPY FOR APPROXIMATELY TWO-THIRDS OF ALL
HUMAN CANCERS. AS THE POTENTIAL APPLICATIONS ARE SO BROAD, ONCOLYTICS’ CLINICAL STRATEGY HAS FOCUSED ON GENERATING

SAFETY AND EFFICACY DATA FROM MULTIPLE CLINICAL STUDIES THAT EXAMINE SELECTIVE CANCERS AND MODES OF DELIVERY.

AT THE SAME TIME THAT CLINICAL TRIALS FOR PROSTATE CANCER AND CERTAIN GLIOMAS ARE UNDERWAY, ONCOLYTICS PLANS TO

EXPAND THE CLINICAL PROGRAM TO TEST CERTAIN HUMAN CANCERS THAT HAVE SPREAD THROUGHOUT THE BODY, AND NEED

TO BE TREATED SYSTEMICALLY. ANIMAL MODEL RESULTS SEEN TO DATE, AS WELL AS SOME EVIDENCE FROM THE

INITIAL PHASE | HUMAN CLINICAL TRIAL, SUGGEST A SIGNIFICANT POTENTIAL FOR REOLYSIN® IN

TREATING METASTATIC CANCERS.

DELIVERY MODE TYPE OF CANCER

STATUS

VARIOUS
HEAD/NECK/BREAST/MELANOMA

CONCLUDED INITIAL PHASE | TRIAL

LOCAL INJECTION PROSTATE

COMMENCED FIRST EFFICACY STUDY FOR T2 PROSTATE

GLIOBLASTOMA

FILED TO COMMENCE PHASE I/ll TRIAL IN CANADA
AND THE US

SYSTEMIC PANCREATIC, METASTATIC
LIVER, OTHER

EVALUATING PRE-CLINICAL AND CLINICAL DATA IN
ORDER TO INITIATE SYSTEMIC TRIAL PROGRAM




ONCOLYTICS’ CLINICAL TRIAL PROGRAM HAS BEEN DESIGNED

TO ANSWER SPECIFIC QUESTIONS ABOUT REOLYSIN® -

AND ITS USE IN A BROAD RANGE OF CANCERS.

'ONCOLYTICS® CLINICAL TRIAL PROGRAM

PHAaseE | sTUuDY

'ONCQLY%IC&S HAS COMPLETED A PHASE | CLINICAL STUDY
"E’XAvMINING THE USE OF REOLYSIN® IN PATIENTS WITH VAR~
10US TYPES OF PROGRESSIVE TERMINAL CANCER. THIS STUDY
WAS DESIGNED AS A DOSE ESCALATION STUDY TO DETERMINE
THE SAFETY AND TOLERANCE OF REOLYSIN® IN LATE-STAGE
CANCER PATIENTS WHC HAVE FAILED ALL OTHER TREATMENT
OPTIONS., NONE OF THE PATIENTS HAVE EXPERIENCED ANY SERI-
OUS ADVERSE EVENTS RELATED TO THE VIRUS, NOR WERE
THERE ANY DOSE-LIMITING TOXICITIES DETECTED IN ANY

PATIENT.

AS SECONDARY ENDPOINTS, ONCOLYTICS MEASURED TUMOUR
RESPONSE AT BOTH THE TREATED LESIONS Aé WELL AS
REMOTE METASTIC SITES. EVIDENCE OF VIRAL ACTIVITY IN
TUMOURS WAS OBSERVED, WHICH RANGED FROM CHANGES IN
TUMOUR STRUCTURE TO PARTIAL AND COMPLETE REGRESSICON
IN THE INJECTED TUMOURS. EVIDENCE OF REMOTE TUMOUR

RESPONSE WAS ALSO NOTED IN THE STUDY.

THE NEXT STEP |N THE CLINICAL TRIAL PROGRAM IS TO EXAMINE
THE USE OF REOLYSIN® IN SPECIFIC CANCERS USING TWO
DELIVERY ROUTES. THE PRIMARY GOAL OF THESE STUDIES
WIiLL BE TO LOOK AT REOLYSIN®'S EFFECTIVENESS, AND

SECONDARILY TO CONTINUE TO GATHER SAFETY DATA.

PROSTATE STUDY

IN NORTH AMERICA, ONE IN SIX MALES WILL SUFFER FROM
PROSTATE CANCER IN HIS LIFETIME. [N 2002, ONCOLYTICS
WILL CONDUCT A MULTI-INSTITUTIONAL, CLIN{CAL TRIAL IN
CANADA TO TEST THE EFFECTIVENESS OF REQLYSIN® As A
POTENTIAL THERAPEUTIC FOR PROSTATE CANCER. THE STUDYV
Wit.L. ENROLL UP TO 45 PATIENTS WHO HAVE CONFIRMED, T2
STAGE PROSTATE CANCER. EACH PATIENT WILL RECEIVE ONE
INTRATUMOURAL INJECTION OF REOLYSIN®. THE OBJECTIVE IS
TO EXAMINE THE EFFECT OF REOLYSIN® ON THE TUMOUR. THE
RESPONSE CAN BE EASILY MEASURED FOLLOWING STANDARD
THERAPY, A PROSTATECTOMY, THAT WILL OCCUR TWO TO THREE

WEEKS FOLLOWING INJECTION OF REOLYSIN®.

REOVIRUS (YELLOW) REPLICATING IN HUMAN TUMOUR

COQURTESY THE LAB OF DR. PETER FORSYTH, UNIVERSITY OF CALGARY




MICE IMPLANTED WITH HUMAN GLIOMAS
COURTESY THE LAB OF DR, PETER FORSYTH, UNIVERSITY OF CALGARY

.. TREATED TUMOUR

SIGNIFICANT TUMOUR REGRESSION
AFTER A SINGLE INJECTION OF THE
REOVIRUS o

TUMOUR GROWTH CONTINUES
WITHOUT TREATMENT

BraiNn CANCER STUDY

RECURRENT GLIOMAS ARE ONE OF THE MOST AGGRESSIVE FORMS OF BRAIN CANCER. GLIOMAS ARE ALSC GENERALLY HIGHLY
RAS ACTIVATED AND ARE THEREFORE GOOD CANDIDATES FOR REOLYSIN® HUMAN TRIALS. ONCOLYTICS’ PROPOSED SECOND STUDY
IN 2002 WILL EXAMINE THE ADMINISTRATION OF REOLYSIN® INTO THE BRAIN TO EXAMINE ITS EFFECTS ON GL‘IOMAS. THE PRIMARY
GQAL (S TO EXAMINE TUMOUR RESPONSE, LIFESPAN EXTEN‘SION AND NEUROLOGICAL RESPONSE. ANIMAL MODELS HAVE SHOWN

REMARKABLE RESPONSE TO REQOLYSIN® FOR THIS TYPE OF CANCER. A UNIVERSITY OF CALGARY STUDY OF MICE WITH HUMAN

GLIOMAS SHOWED THAT AFTER ONE INJECTION OF REOLYSIN®, THE TUMOUR MASS DISAPPEARED (N 20 OF 23 LIVE-REOVIRUS-TREATED

ANIMALS. THIS HUMAN CLINICAL TRIAL IS A MULTI-~CENTRE STUDY TO BE CONDUCTED IN CANADA AND THE UNITED STATES.

SYSTEMIC STUDY

THE LAST CLINICAL STUDY BEING CONSIDERED IN 2002 WILL EXAMINE EFFECTS OF THE SYSTEMIC

ADMINISTRATION OF REOLYSIN® ON A FORM OF CANCER THAT HAS YET TO BE DETERMINED.
SYSTEMIC ADMINISTRATION WILL ALLOW REOLYSIN® TO BE POTENTIALLY USEFUL IN A

BROADER RANGE OF CANCER THERAPIES AND MAY PROVE EFFECTIVE FOR

METASTATIC DISEASE AS WELL AS MULTIPLE TUMOURS.

. ONCE THESE THREE STUDIES ARE COMPLETE, =~
"~ ONCOLYTICS EXPECTS TO HAVE THE INFORMATION IT

' “REQUIRES TO PLAN:FOR: THE.MOST EFFECTIVE NEXT STEPS.

¥ TOWARD'DEVELOPMENT OF THE PRODUCT.




© ONCOLYTICS IS COMMITTE




THIS DISCUSSION AND ANALYSIS OF THE RESULTS OF THE
OPERATIONS AND FINANCIAL CONDITION OF THE COMPANY
SHOULD BE READ IN CONJUNCTION WITH THE FINANCIAL
STATEMENTS AND THE RELATED NOTES FOR THE FISCAL YEAR

ENDED DECEMBER 31, 2001.
THe CompaNY 1S A DEVELOPMENT STAGE ComPANY

THE COMPANY WAS INCORPCRATED ON APRIL 2, 1998 AND 1S
A COMPANY STILL IN THE DEVELOPMENT STAGE. THE COMPANY
HAS NOT BEEN PRCFITABLE SINCE (TS INCEPTION AND EXPECTS
TO CONTINUE TO INCUR SUBSTANTIAL LOSSES [N CONTINUING
THE RESEARCH AND DEVELOPMENT OF ITS PRODUCT. THE
COMPANY DOES NOT EXPECT TO GENERATE SIGNIFICANT
REVENUES UNTIL ITS CANCER PRODUCT BECOMES COMMERCIALLY
VIABLE. THE COMPANY IS FOCUSED ON THE DEVELOPMENT OF
THE REOVIRUS ("REOLYSIN®") AS A POTENTIAL CANCER
THERAPEUTIC, AND INTENDS TO CONTINUE ASSESSING THE
OPTIONS FOR THE PRODUCTION, MARKETING, SALES AND

DISTRIBUTION OF THIS POTENTIAL PRODUCT.
GeNeEraL RiIsk FACTORS

PROSPECTS FOR BIOTECHNOCLOGY COMPANIES IN THE
RESEARCH AND DEVELOPMENT STAGE SHOULD GENERALLY BE
REGARDED AS SPECULATIVE. IT IS NOT POSSIBLE TO PREDICT,
BASED UPON STUDIES IN ANIMALS, OR EARLY RESULTS FROM
HUMAN TRIALS, WHETHER A NEW THERAPEUTIC WILL ULTIMATELY
PROVE TO BE SAFE AND EFFECTIVE IN HUMANS, OR WHETHER
NECESSARY AND SUFFICIENT DATA CAN BE DEVELOPED
THROUGH THE CLINICAL TRIAL PROCESS TO SUPPORT A

SUCCESSFUL PRODUCT APPLICATION AND APPROVAL.

IF A PRODUCT IS APPROVED FOR SALE, PRODUCT MANUFACTURING
AT A COMMERCIAL SCALE AND SIGNIFICANT SALES TO END USERS
AT A COMMERCIALLY REASONABLE PRICE MAY NOT BE SUCCESSFUL.
THERE CAN BE NO ASSURANCE THAT THE COMPANY WILL
GENERATE ADEQUATE FUNDS TO CONTINUE DEVELOPMENT, OR
WILL EVER ACHIEVE SIGNIFICANT REVENUES OR PROFITABLE
OPERATIONS. MANY FACTORS (E.G. COMPETITION, PATENT
PROTECTION, APPROPRIATE REGULATORY APPROVALS) CAN

INFLUENCE THE REVENUE AND PRODUCT PROFITABILITY POTENTIAL.

IN DEVELOPING A PRCDUCT FOR APPROVAL, THE COMPANY WiLL

RELY UPON THE EMPLOYEES, COLLABORATORS AND OTHER

THIRD PARTY RELATIONSHIPS, INCLUDING THE ABILITY TO

:% MANAGEMENT'S DISCUSSION AND ANALYSIS

OBTAIN APPROPRIATE PRODUCT LIABILITY INSURANCE. THERE
CAN BE NO ASSURANCE THAT THESE RELIANCES AND RELATION-

SHIPS WILL CONTINUE AS REQUIRED.

[N ADDITION TO DEVELOPMENTAL AND OPERATIONAL CONSIDER-

ATIONS, MARKET PRICES FOR SECURITIES OF BIOTECHNOLOGY

~ COMPANIES GENERALLY ARE VOLATILE, AND MAY OR MAY NOT

MOVE IN A MANNER CONSISTENT WITH THE PROGRESS BEING

MADE BY THE COMPANY.
HiGHLIGHTS

AS OF DECEMBER 31, 2001 THE COMPANY HAS INCURRED A
CUMULATIVE DEFICIT OF $10,359,075. HOWEVER, THROUGH
FUNDING AND FINANCING ARRANGEMENTS, THE COMPANY HAD,
AS OF DECEMBER 31, 2001, CASH ON HAND IN THE AMOUNT OF
$14,970,756 AVAILABLE TO FUND ITS DEVELOPMENT PROGRAMS
AND GENERAL AND ADMINISTRATIVE EXPENSES. SEE —

"LIQUIDITY AND CAPITAL RESOURCES".
ReEsuLTs OF OPERATIONS

DURING 2001, THE COMPANY RECEIVED NO REVENUES RELATED
TO ITS PRODUCTS UNDER DEVELOPMENT. DURING 2000 THE
COMPANY RECEIVED A ONE-TIME PAYMENT FROM A THIRD
PARTY, FOR A LIMITED RIGHT TC REVIEW AND POTENTIALLY
DEVELLOP THE REOVIRUS AS A VETERINARY PRODUCT. THIS RIGHT

HAS SINCE BEEN TERMINATED.

ALSO IN 2001, THE COMPANY RECEIVED $655,212 AS INTEREST
INCOME ON CASH BALANCES, WHICH WAS LESS THAN THE
$905,690 RECEIVED DURING 2000. THE REDUCTION 1S A
RESULT OF THE LOWER AVERAGE CASH BALANCES DURING
2001 AS COMPARED TO 2000, AS WELL AS REDUCTIONS IN
INTEREST RATES ON INVESTED BALANCES YEAR OVER YEAR.

SEE ~ "FINANCING ACTIVITIES".

THE COMPANY |{NCURRED EXPENSES OF $7,137,243 IN 2001,
WITH $5,116,661 (71.7%) RELATED TO RESEARCH AND
DEVELOPMENT EXPENSES, $1,555,128-(21.8%) RELATED TO
OPERATING EXPENSES AND $465,454 (6.5%) RELATED TO
AMORTIZATION OF CAPITAL ASSETS. DURING 2000, THE
COMPANY [INCURRED EXPENSES OF $4,955,654 WITH
$3,689,815 (74.5%) RELATED TO RESEARCH AND DEVELOPMENT
EXPENSES, $1,060,643 (21.4%) RELATED TO OPERATING
EXPENSES AND $205,196 (4.1%) RELATED TO AMORTIZATION

OF CAPITAL ASSETS.




MANUFACTURING

THE COMPANY PRESENTLY INTENDS TO CONTINUE TO UTILIZE
CONTRACT MANUFACTURING SERVICES AND FACILITIES
(PURSUANT TO A MANUFACTURING AGREEMENT WITH
BioRELIANCE CORPORATION) IN ORDER TO MANUFACTURE ITS
CLINICAL SUPPLIES OF REOLYSIN® WHILE IT REMAINS IN ITS
RESEARCH AND DEVELOPMENT STAGE. DURING 2001 THE
COMPANY AND ITS CONTRACT MANUFACTURER PROGRESSED
THE DEVELOPMENT AND SCALE-UP OF THE MANUFACTURING
PROCESS, AND PRESENTLY ANTICIPATE CONTINUING THESE
EFFORTS THROUGH 2002.

GrRANTS AND Loans

THE COMPANY HAS BEEN SUCCESSFUL IN OBTAINING FINANCIAL
ASSISTANCE THROUGH GRANTS AND LOANS FROM THE ALBERTA
HERITAGE FOUNDATION FOR MEDICAL RESEARCH ("AHFMR"Y)
FOR THE PURPOSE OF OFFSETTING EXPENSES RELATED TO
CLINICAL STUDIES PURSUANT TO THE TECHNOLOGY
COMMERCIALIZATION AGREEMENT. OVER THE PERIOD ENDED
DeEceEMBER 31, 1999, THE AHFMR PROVIDED GRANTS
AGGREGATING $75,000 AND LOANS AGGREGATING $150,000
TO OFFSET REOLYSIN® DEVELOPMENT EXPENDITURES AND
OPERATING EXPENDITURES. THE FUNDING PLUS A ROYALTY
PAYABLE BY THE COMPANY TC THE AHFMR IN AN AMOUNT TO
AGGREGATE NOT MORE THAN THE FUNDING IS SCHEDULED FOR
REPAYMENT IN ANNUAL INSTALLMENTS FROM THE DATE OF
COMMENCEMENT OF SALES OF REOLYSIN® IN AN AMOUNT
EQUAL TO THE LESSER OF: (A) 5% OF THE GROSS REVENUES
GENERATED BY THE COMPANY; OR (B} $15,000 FER ANNUM
UNTIL THE ENTIRE LOAN HAS BEEN PAID [N FULL. THE FUNDING
WAS PROVIDED TO OFFSET THE COST OF REOLYSIN® DEVELOP-
MENT. THE COMPANY WILL CONTINUE TO ATTEMPT TO OFFSET
THE COSTS OF CLINICAL TRIALS THROUGH GOVERNMENT SPONSORED
GRANTS AND REPAYABLE FUNDING. HOWEVER, THE COMPANY
CANNOT BE ASSURED OF SUCCESSFULLY OBTAINING FURTHER
GRANTS FOR ANY OF ITS POTENTIAL FRODUCTS,

IN ACCORDANCE WITH THE CLINICAL TRIAL AGREEMENT WITH
THE ALBERTA CANCER BOARD ("ACB"), THE COMPANY
RECEIVED FUNDING AND OVERHEAD SUPPORT FROM THE ACB
TO OFFSET THE REOLYSIN® PHASE | CLINICAL TRIAL
EXPENDITURES. UNDER THE CLINICAL TRIAL AGREEMENT,
THE COMPANY AGREED TO REPAY $400,000 PLUS AN OVERHEAD
REPAYMENT OF $100,000, UPON SALES OF PRODUCT. THE
COMPANY AGREED TO REPAY THE ACB IN ANNUAL INSTALLMENTS
IN AN AMOUNT EQUAL TO THE LESSER OF: (A) 5% OF GROSS
SALES OF REOLYSIN®; or (B) $100,000 PER ANNUM.

CariTAL EXPENDITURES

DURING 2001, THE COMPANY INVESTED $385,494 IN
ADDITIONAL PATENT EXPENDITURES AS WELL AS $200,019
TO ACQUIRE FURNITURE AND EQUIPMENT, AND FOR LEASE-

HOLD IMPROVEMENTS.

DURING 2000, THE COMPANY EXPENDED $48,564 TO
ACQUIRE FURNITURE AND EQUIPMENT, AS WELL AS
$324,259 IN CONTINUING TO IMPROVE THE PATENT PROTECTION
FOR ITS INTELLECTUAL PROPERTY.

OTHER THAN A COMMITMENT TO ACQUIRE CERTAIN EQUIPMENT
REQUIRED FOR THE PRESENTLY PLANNED CLINICAL TRIAL FOR
GLIOMAS, (PRESENTLY EXPECTED TO BE $161,300), THE
COMPANY DOES NOT ANTICIPATE ANY SIGNIFICANT ADDITIONAL
CAPITAL EXPENDITURES FOR THE YEAR 2002. CAPITAL
EXPENDITURES ARE EXPECTED TO INCLUDE NORMAL OPERATING
REQUIREMENTS SUCH AS ADDITIONAL COMPUTER AND OFFICE
EQUIPMENT, FURNITURE AND LEASEHOLD IMPROVEMENTS AS
WELL AS EXPENDITURES TO CONTINUE THE DEVELOPMENT AND
BROADENING OF THE COMPANY'S PATENT POSITION.

ENDED
YEAR

COMPARISON OF THE YEAR
DecemBeER 31, 2001 7To THE
Enpepo DecemBer 31, 2000

THE COMPANY RECEIVED $310,000 IN THE FOURTH QUARTER
OF 2000, AS A PAYMENT RELATED TO A LICENSING
AGREEMENT, WHICH HAS SINCE BEEN TERMINATED. NO
PAYMENTS WERE RECEIVED FROM OR RELATED TO PRODUCTS
UNDER DEVELOPMENT IN 2001. IN ADDITION, THE COMPANY
EARNED $905,690 IN INTEREST ON CASH BALANCES IN 2000,
COMPARED TO $655,212 N 2001. THE DECREASE IN 2001
OVER 2000 WAS DUE TO DECREASES IN AVERAGE CASH
BALANCES DURING 2001, AND REDUCED INTEREST RATES ON
{NVESTED BALANCES.

DURING 2001, RESEARCH AND DEVELOPMENT EXPENSES
INCREASED To $5,116,661 FrROM $3,689,815 IN 2000. IN
2001 THE COMPANY INCREASED ITS DEVELOPMENT ACTIVITIES,
CONCLUDED A PHASE | HUMAN CLINICAL TRIAL IN
DECEMBER, AND INCREASED ITS MANUFACTURING AND

TOXICOLOGY ACTIVITIES.

OPERATING EXPENSES INCREASED TC $1,555,128 IN 2001 As
COMPARED TO $1,060,643 IN 2000 DUE MAINLY TO INCREASED
ACTIVITIES IN SUPPORT OF RESEARCH AND DEVELOPMENT, AS
WELL AS DEVELOPING A BROADER AWARENESS OF THE COMPANY
THROUGH PUBLIC AND INVESTOR RELATIONS INITIATIVES, INCLUDING

ACTIVITIES RELATED TC CORPORATE DEVELOPMENT.

FOR 2002, THE COMPANY EXPECTS COSTS OF DEVELOPMENT
AND OPERATIONS TO INCREASE AS THé CLINICAL PROGRAM
ESCALATES. TO THE EXTENT THE COMPANY IS SUCCESSFUL IN
ACQUIRING A PARTNER FOR ITS PRODUCT, MANY OF THESE
COSTS COULD BE OFFSET THROUGH PAYMENTS OR ASSUMPTION
BY THE PARTNER OF THE COSTS OF THE DEVELOPMENT PROGRAM.




$000s EXCEPT PER SHARE FIGURES

-

2001 QUARTERS ENDED

BuarTeRtY FinanciAL ResulLTs [(UNAUDITED)

2000 QUARTERS ENDED

REVENUE (1)

NET LOSS (2)

LOSS PER COMMON SHARE (3)
TOTAL ASSETS (4)

TOTAL CASH 8

TOTAL LONG-TERM DEBT (6)

CASH DIVIDENDS DECLARED (7)

DEC 31

1,376

$0.08

19,073

14,971

150

SEPT 30 JUNE 30

2,446
$0.13
19,999

15,858

150

1,355

$0.07
20,723
16,635

150

MAR 31

1,014

$0.06
21,945
16,954

150

DEC 31

310
511
$0.03
21,658
17,619

150

SEPT 30 JUNE 30

1,558

$0.09

22,767

18,761

150

1,274

$0.08

21,196

17,165

150

MAR 31

270
$0.02
21,405
17,566

150

1) THE COMPANY RECEIVED REVENUES RELATED TO RIGHTS TO THE REOVIRUS FOR USE AS A POTENTIAL TREATMENT FOR CANCER N ANIMALS IN LATE 2000. THE COMPANY

DID NOT RECEIVE ANY SIMILAR REVENUES DURING ANY SUBSEQUENT PERIODS IN 2001. THE ONLY OTHER INCOME RECEIVED WAS INTEREST OF $905,680 IN 2000 AND

$655,212 IN 2001, FROM CASH AND CASH EQUIVALENT BALANCES, THERE WERE NO EXTRAORDINARY ITEMS INCLUDED IN NET LOSS FOR THE PERIODS REFERRED TO ABOVE.

2) NET LOsS FOR 2000 WAS NET OF INCOME TAX RECOVERY OF $126,812 RELATED TO THE INTRCDUCTION OF THE LIABILITY METHOD OF TAX ALLOCATION AND NET LOSS

FOR 2001 WAS NET OF INCOME TAX RECOVERY OF $340,570 FOR 2001 (SEE NOTE 12 TO THE AUDITED FINANCIAL STATEMENTS FOR 2001).

3) Loss PER COMMON SHARE IS BASIC LOSS PER SHARE. DILUTED LOSS PER SHARE HAS NOT BEEN PRESENTED AS THE EFFECT ON LOSS PER SHARE WOULD BE ANTI-

DILUTIVE. THE BASIC LOSS PER SHARE FOR EACH PERIOD WAS CALCULATED USING THE WEIGHTED AVERAGE NUMBER OF COMMON SHARES QUTSTANDING DURING THE PERIOD.

4

AUDITED FINANCIAL STATEMENTS FOR 2001.

SUBSEQUENT TO THE ACQUISITION OF THE COMPANY BY SYNSORB IN APRIL 1999, THE COMPANY APPLIED PUSH DOWN ACCOUNTING. SEE NOTE 2 TO THE

S) CASH IN 2001 INCLUDES PROCEEDS FROM THE EXERCISE OF WARRANTS AND OPTIONS. CASH IN 2000 INCLUDES THE PROCEEDS FROM A PUBLIC OFFERING AND A

PRIVATE PLACEMENT (N ADDITION TO PROCEEDS FROM THE EXERCISE OF OPTIONS AND WARRANTS.

6) THE LONG-TERM DEBT RECORDED [N 2001 AND 2000 REPRESENTS REPAYABLE LOANS FROM THE ALBERTA HERITAGE FOUNDATION.

7) THE COMPANY HAS NOT DECLARED OR PAID ANY DIVIDENDS SINCE INCORPORATION.

FINANCING ACTIVITIES

in 2001

DURING 2001 THE COMPANY RAISED $2,210,016 THROUGH THE EXERCISE OF WARRANTS AND OPTIONS (SEE NOTE 9 TO THE

AUDITED FINANCIAL STATEMENTS FOR 2001).

FINANCING ACTIVITIES

in 2000

ON MARCH 8, 2000 THE COMPANY RAISED NET PRCCEEDS OF $13,101,100 THROUGH THE

ISSUANCE OF 3,000,000 SPECIAL WARRANTS AT $4.70 PER SPECIAL WARRANT; EACH

SPECIAL WARRANT WAS EXERCISED INTO ONE COMMON SHARE.

ON JuLy 17, 2000 THE COMPANY RAISED NET PROCEEDS OF $2,998,645

THROUGH THE PRIVATE PLACEMENT OF 244,898 COMMON SHARES

AT $12.25 PER SHARE.

IN ADDITION, THE COMPANY RECEIVED $501,010

FROM THE EXERCISE OF 573,910 OPTIONS

AND WARRANTS DURING THE YEAR.




REVIEW AND TREATMENT
AND DEVELOPMENT .COSTS

THE COMPANY INCURS A'VARIE
OUT ITS RESEARCH AND DEVELO
To MIN[M!Z‘E‘"!T' ':QVE‘RHEA

RESEARCH AND 'éEJELé_EMéN;r GRK THROUGH VARIOUS THIRD

PARTIES /ENGAGED FROM:Ti

: ARE EXPENSED AS THEY ARE INCURRED. UNDER CANADIAN
"GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP),
DEVELOPMENT COSTS SHOULD BE CAPITALIZED IF CERTAIN
CRITERIA ARE MET. COMPANIES WITH MAJOR PRODUCTS IN
CLINICAL TRIALS DO NOT NECESSARILY MEET THESE CRITERIA.
THE COMPANY'S DEVELOPMENT COSTS DO NOT MEET THE
FOLLOWING TWO CRITERIA: (1) THE TECHNICAL FEASIBILITY CF
THE PRODUCT OR PROCESS HAS BEEN ESTABLISHED; AND (1)
THE FUTURE MARKET FOR THE PRODUCT OR PROCESS IS
CLEARLY DEFINED. WITH REGARD TO (1), THE COMPANY HAS
COMPLETED ENROLLMENT IN A PHASE | CLINICAL STUDY FOR
REOLYSIN®, ITS PRODUCT BEING DEVELOPED FOR HUMAN USE.
UNTIL ADDITIONAL APPROPRIATE CLINICAL STUDIES HAVE
BEEN COMPLETED, THE TECHNICAL FEASIBILITY OF THIS PRODUCT
WILL NOT BE KNOWN. WITH REGARD TO (i), THE FUTURE
MARKET FOR THE PRODUCT WILL NOT BE CLEARLY DEFINED
UNTIL THE COMPLETION OF THE CLINICAL STUDIES. CLINICAL
STUDIES NOT ONLY DETERMINE THE TECHNICAL FEASIBILITY OF
THE PRODUCT, BUT ALSO PROVIDE INFORMATION REGARDING
THE PROPER USE OF THE PRODUCT AND, THEREFORE, THE
FUTURE MARKET. ONCE THE FEASIBILITY IS DETERMINED A
NEw DRUG APPLICATION IS MADE TO THE APPROPRIATE
REGULATORY BODY. REGULATORY APPROVAL IS REQUIRED
BEFORE THE PRODUCT CAN BE MARKETED. FOR THESE REASONS,
THE COMPANY'S DEVELOPMENT COSTS ARE EXPENSED AND NOT

CAPITALIZED.

Liguipity anD CaPITAL RESOURCES

THE COMPANY'S CASH AND WORKING CAPITAL POSITIONS WERE
$14,970,756 AND $12,769,203 RESPECTIVELY AT DECEMBER
31, 2001 DOWN FROM DECEMBER 31, 2000 BALANCES OF
$17,619,110 AND $17,191,277 RESPECTIVELY. THE CASH
AND WORKING CAPITAL DECREASES IN 2001 RESULTED PRIMARILY
FROM THE I[NCREASED ACTIVITIES DURING THE YEAR IN
RESEARCH AND DEVELOPMENT, AS WELL AS {INCREASED COSTS
OF SUPPORT OPERATIONS, AND REDUCED INTEREST INCOME
ON DECLINING CASH BALANCES. THE INCREASE IN CASH
USAGE [N THE YEAR WAS PARTIALLY OFFSET THROUGH
$2,210,016 IN CASH INFLOWS RECEIVED ON THE EXERCISE OF
WARRANTS AND OPTIONS DURING THE YEAR. PRESENTLY, THE
COMPANY BELIEVES iT HAS ADEQUATE CASH ON HAND TO FUND
OPERATIONS LATE INTO 2003 BASED UPON CURRENT PLANS

FOR CLINICAL TRIALS AND PRODUCT DEVELOPMENT.

AS THE COMPANY'S BUSINESS IS IN THE DEVELOPMENT STAGE,
ACCESS TO CAPITAL MARKETS IS LIMITED. THE PRINCIPAL

SOURCES FOR FUNDS ARE:
¢ [SSUANCE OF COMMON SHARES AND WARRANTS
¢« EXERCISE OF OUTSTANDING WARRANTS AND OPTIONS

¢ UP-FRONT AND MILESTONE PAYMENTS FROM PARTNERS FOR

PRODUCT MARKETING AND DISTRIBUTION RIGHTS

AS RESEARCH PROGRESSES, THE COMPANY MAY SEEK THE
SUPPORT OF A STRATEGIC PARTNER(S) TO ACCELERATE PRODUCT
DEVELOPMENT. |F REQUIRED, THE COMPANY MAY ALSO SEEK
THE SUPPORT AND EXPERTISE OF A STRATEGIC PARTNER(S)

TO PROVIDE MARKETING AND DISTRIBUTION SERVICES.




CHANGES IN ACCOUNTING STANDARDS

IN SEPTEMBER 2001, THE CICA iSSUED A NEw CANADIAN
STANDARD ON STOCK-BASED COMPENSATION THAT HARMONIZES
CANADIAN AND US GAAP. THE NEW STANDARD REQUIRES THAT
STOCK-BASED PAYMENTS, DIRECT AWARDS OF STOCK AND
AWARDS THAT CALL FOR SETTLEMENT IN CASH OR OTHER
ASSETS BE ACCOUNTEDR FOR USING A FAIR VALUE-BASED
METHOD OF ACCOUNTING. THE FAIR VALUE-BASED METHOD IS
ENCOURAGED FOR OTHER STOCK-BASED COMPENSATION
PLANS, BUT OTHER METHODS OF ACCOUNTING, SUCH AS THE
INTRINSIC VALUE METHOD ARE PERMITTED. UNDER THE FAIR
VALUE METHOD, COMPENSATION EXPENSE IS MEASURED AT
THE GRANT DATE AND RECCGNIZED OVER THE SERVICE PERIOD.
UNDER THE INTRINSIC VALUE METHOD, DISCLOSURE IS MADE OF
EARNINGS AND PER SHARE AMOUNTS AS IF THE FAIR VALUE
METHOD HAD BEEN USED. THE NEW STANDARD IS TO BE APPLIED

IN FISCAL YEARS BEGINNING ON OR AFTER JANUARY 1, 2002.
Future OuTLOOK

THE COMPANY ANTICIPATES THAT MANY IMPORTANT ACTIVITIES
AND MILESTONES WILL OCCUR IN 2002. THE COMPANY CONCLUDED
ITS INITIAL PHASE | HUMAN CLINICAL TRIAL IN LATE 2001,
AND PROVIDED A FINAL REPORT ON THE TRIAL IN EARLY 2002.
GIVEN FAVOURABLE INTERIM RESULTS FROM THE PHASE |
TRIAL, THE COMPANY COMMENCED A PROSTATE CANCER TRIAL
IN CANADA IN Q1 OF 2002, AND SUBMITTED A PROTOCOL FOR
A PHASE VIl HUMAN CLINICAL TRIAL FOR PATIENTS WITH
RECURRENT GLIOMAS (BRAIN TUMOURS) IN CANADA AND
THE US. THESE TRIALS ARE PRESENTLY EXPECTED TO TAKE

12 TO 18 MONTHS TO COMPLETE.

IN LATE 2002, THE COMPANY PLANS TO COMMENCE A HUMAN
CLINICAL TRIAL WHICH WILL BE DESIGNED TO TEST THE SAFETY
AND EFFECTIVENESS OF SYSTEMIC DELIVERY OF REOLYSIN® AS A
CANCER THERAPY. PRESENTLY, THE COMPANY IS REVIEWING
iTS CHOICES OF CANCER INDICATIONS TO TEST AND

THE MOST EFFECTIVE ENDPOINTS TO

INCLUDE IN THE PROTOCOL TO BE

DEVELOPED AND SUBMITTED.

THE COMPANY CONTINUES TO TEST (TS PRODUCT IN VARIOUS
ANIMAL MODELS. THE INFORMATION RECEIVED TO DATE FROM
THESE VARIOUS MODELS HAS BEEN ENCOURAGING, AND THE
COMPANY, THROUGH I[TS COLLABORATORS, HAS IDENTIFIED

OTHER POTENTIAL MARKETS THAT IT INTENDS TO ASSESS.

THE COMPANY PLANS TO CONTINUE ITS FOCUS ON ESTABLISHING
STRATEGIC RELATIONSHIPS WITH CORPORATE PARTNERS WHO
CAN PROVIDE EXPERTISE IN MARKETING AND DISTRIBUTION, AS

WELL AS ASSISTANCE WITH RESEARCH AND DEVELOPMENT.

EXCEPT FOR HISTORICAL INFORMATION, THIS REVIEW CONTAINS
STATEMENTS WHICH BY THEIR NATURE ARE FORWARD-LOOKING
AND WHICH INVOLVE KNOWN AND UNKNOWN RISKS, DELAYS,
UNCERTAINTIES AND OTHER FACTORS NOT UNDER THE
COMPANY'S CONTROL. ANY OF THESE FACTORS MAY CAUSE
ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENT OF THE
COMPANY TO BE MATERIALLY DIFFERENT FROM THE RESULTS,
PERFORMANCE OR EXPECTATIONS IMPLIED BY THESE FOR-
WARD-LOOKING STATEMENTS. THESE FACTORS INCLUDE, BUT
ARE NOT LIMITED TO, RESULTS OF CURRENT OR PENDING
CLINICAL TRIALS, ACTIONS BY THE FoOD AND DRUG
ADMINISTRATION IN THE UNITED STATES OR THE
HEALTH PROTECTION BRANCH IN CANADA,

AS WELL AS THOSE- FACTORS

DETAILED IN THE COMPANY'S

REGULATORY FILINGS.




P> MANAGEMENT REPORT

IN MANAGEMENT'S OPINICON, THE ACCOMPANYING FINANCIAL STATEMENTS HAVE BEEN PROPERLY PREPARED WITHIN REASONABLE
LIMITS OF MATERIALITY AND WITHIN THE FRAMEWORK OF APPROPRIATELY SELECTED CANADIAN GENERALLY ACCEPTED ACCCUNTING

PRINCIPLES AND POLICIES CONSISTENTLY APPLIED AND SUMMARIZED IN THE FINANCIAL STATEMENTS.

MANAGEMENT 1S RESPONS[BLE fOR THE INTEGRITY OF THE FINANCIAL STATEMENTS. FINANCIAL STATEMENTS GENERALLY INCLUDE
ESTIMATES THAT ARE NECESSARY WHEN TRANSACTIONS AFFECTING THE CURRENT ACCOUNTING PERIOD CANNOT BE FINALIZED WITH
CERTAINTY UNTIL FUTURE PERIODS. BASED ON CAREFUL JUDGMENTS BY MANAGEMENT, SUCH ESTIMATES HAVE BEEN PROPERLY
REFLECTED IN THE ACCOMPANYING FINANCIAL STATEMENTS. SYSTEMS OF INTERNAL CONTROL ARE DESIGNED AND MAINTAINED BY
MANAGEMENT TO PROVIDE REASONABLE ASSURANCE THAT ASSETS ARE SAFEGUARDED FROM LOSS OR UNAUTHORIZED USE AND TO

PRODUCE RELIABLE ACCOUNTING RECORDS FOR FINANCIAL PURPOSES.

THE EXTERNAL AUDITORS CONDUCTED AN INDEPENDENT EXAMINATION OF CORPORATE AND ACCOUNTING RECORDS IN ACCORDANCE
WITH GENERALLY ACCEPTED AUDITING STANDARDS TO EXPRESS THE(R OPINION ON THE FINANCIAL STATEMENTS. THEIR EXAMINATION
INCLUDED A REVIEW AND EVALUATION OF ONCOLYTICS’ SYSTEM OF INTERNAL CONTROL AND INCLUDED SUCH TESTS AND PROCEDURES

AS THEY CONSIDERED NECESSARY TO PROVIDE REASONABLE ASSURANCE THAT THE FINANCIAL STATEMENTS ARE PRESENTED FAIRLY.

'THE BOARD OF DIRECTORS IS RESPONSIBLE FOR ENSURING THAT MANAGEMENT FULFILLS ITS RESPONSIBILITIES FOR FINANCIAL
REPORTING AND INTERNAL CONTROL. THE BOARD EXERCISES THIS RESPONSIBILITY THROUGH THE AUDIT COMMITTEE OF THE
BOARD. THIS COMMITTEE MEETS WITH MANAGEMENT AND THE EXTERNAL AUDITORS TO SATISFY ITSELF THAT MANAGEMENT'S
RESPONSIBILITIES ARE PROPERLY DISCHARGED AND TO REVIEW FINANCIAL STATEMENTS BEFORE THEY ARE PRESENTED TO

THE BOARD OF DIRECTORS FOR APPROVAL..

ael

BRAD THOMPSON, PHD DouG BALL, CA

CHAIRMAN, PRESIDENT AND CEO CHIEF FINANCIAL OFFICER




¥ AUDITORS' REPORT

To THE SHAREHOLDERS OF ONncoLYTiCcs BioTecH Inc.

WE HAVE AUDITED THE BALANCE SHEETS OF ONCOLYTICS BIOTECH INC. AS AT DECEMBER 31{, 2001 AND 2000 AND THE STATEMENTS
OF LOSS AND DEFICIT AND CASH FLOWS FOR EACH OF THE YEARS IN THE THREE YEAR PERIOD ENDED DECEMBER 31, 2001. THESE
FINANCIAL STATEMENTS ARE THE RESPONSIBILITY OF THE COMPANY'S MANAGEMENT. OUR RESPONSIBILITY (S TO EXPRESS AN

OPINION ON THESE FINANCIAL STATEMENTS BASED ON OUR AUDITS.

WE CONDUCTED QUR AUDITS IN ACCORDANCE WITH AUDITING STANDARDS GENERALLY ACCEPTED IN CANADA AND IN THE UNITED
STATES. THOSE STANDARDS REQUIRE THAT WE PLAN AND PERFORM AN AUDIT TO OBTAIN REASONABLE ASSURANCE WHETHER THE
FINANCIAL STATEMENTS ARE FREE OF MATERIAL MISSTATEMENT. AN AUDIT INCLUDES EXAMINING, ON A TEST BASIS, EVIDENCE
SUPPORTING THE AMOUNTS AND DISCLOSURES IN THE FINANCIAL STATEMENTS. AN AUDIT ALSO {INCLUDES ASSESSING THE ACCOUNTING
PRINCIPLES USED AND SIGNIFICANT ESTIMATES MADE BY MANAGEMENT, AS WELL AS EVALUATING THE OVERALL FINANCIAL

STATEMENT PRESENTATION.

IN OUR OPINION, THESE FINANCIAL STATEMENTS PRESENT FAIRLY, IN ALL MATERIAL RESPECTS, THE FINANCIAL PCSITION OF THE
COMPANY AT DECEMBER 31, 2001 AND 2000 AND THE RESULTS OF ITS OPERATIONS AND ITS CASH FLOWS FOR EACH OF THE YEARS IN

THE THREE YEAR PERIOD ENDED DECEMBER 31, 2001 [N ACCORDANCE WITH CANADIAN GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.

&b‘“ v ;4&/:7 AP
CALGARY, CANADA ERNST & YOUNG LLP

JANUARY 30, 2002 CHARTERED ACCOUNTANTS




%& BALANCE SHEETS

AS AT DECEMBER 31 $ 2001 2000

ASSETS

CURRENT

CASH 14,970,756 17,619,110

ACCOUNTS RECEIVABLE 85,321 137,720

PREPAID EXPENSES 24,189 39,339
15,090,266 17,796,169

CAPITAL ASSETS {(NOTE 4) 3,982,293 3,862,234

19,072,559 21,658,403

LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES {NOTE 6) 2,321,063 604,892
ALBERTA HERITAGE FOUNDATION LOAN (NOTE 5) 150,000 150,000
FUTURE INCOME TAX LIABILITY (NOTE 12) 647,618 988,188

COMMITMENTS AND CONTINGENCY (NOTES 7 AND 8)

SHAREHOLDERS’ EQUITY

SHARE CAPITAL (NOTE 2)

AUTHORIZED: UNLIMITED

ISSUED: 19,191,395 (2000 - 17,488,805) 25,812,953 21,602,937
CONTRIBUTED SURPLUS (NOTE 2) 2,500,000 2,500,000
DEFICIT (10,359,075) (4,187,614)

15,953,878 19,915,323

19,072,559 21,658,403

SEE ACCOMPANYING NOTES

ON BEHALF OF THE BOARD:

ael

BRAD THOMPSON DouG BALL

DIRECTOR DIRECTOR




:L%*’* STATEMENTS OF LOSS AND DEFICIT

CUMULATIVE

FROM INCEPTION

ON APRIL 2,
FOR THE YEARS ENDED DECEMBER 31 2001 2000 1999 1998
REVENUE
RIGHTS REVENUE (NOTE 10) —_ 310,000 —_ 310,000
INTEREST INCOME 655,212 905,690 2,909 1,563,811
655,212 1,215,690 2,909 1,873,811
EXPENSES
RESEARCH AND DEVELOPMENT 5,116,661 3,689,815 486,662 9,283,138
OPERATING (NOTE 6) 1,555,128 1,060,643 89,030 2,704,801
AMORTIZATION 465,454 205,196 1,679 672,329
7,137,243 4,955,654 577,371 12,670,268
1.0SS BEFORE TAX 6,482,031 3,739,964 574,462 10,796,457
FUTURE INCOME TAX RECOVERY (NOTE 12) (310,570) (126,812) — (437,382)
NET LOSS FOR THE YEAR 6,171,461 3,613,152 574,462 10,359,075
DEFICIT, BEGINNING OF THE YEAR 4,187,614 574,462 — —
DEFICIT, END OF YEAR 10,359,075 .

BASIC AND DILUTED LOSS PER SHARE (NCTE 11)

SEE ACCOMPANYING NOTES

(0.34)

4,187,614

574,462,

10,359,075

(0.22)

{0: 10)




C) RESEARCH AND DEVELOPMENT

RESEARCH COSTS ARE EXPENSED AS INCURRED. DEVELOPMENT
COSTS THAT MEET SPECIFIC CRITERIA RELATED TO TECHNICAL.,
MARKET AND FINANCIAL FEASIBILITY WILL BE CAPITALIZED. TO

OATE, ALL OF THE DEVELOPMENT COSTS HAVE BEEN EXPENSED.

D) Loss PER COMMON SHARE

EFFECTIVE JANUARY 1, 2001, THE COMPANY RETROACTIVELY
ADOPTED THE CANADIAN INSTITUTE OF CHARTERED
ACCOUNTANTS STANDARD REQUIRING THE USE OF THE
TREASURY STOCK METHCD RATHER THAN THE IMPUTED
EARNINGS METHOD IN CALCULATING DILUTED EARNINGS PER

SHARE. THERE WAS NO IMPACT OF THIS CHANGE ON CURRENT

STOCK EXCHANGE GUIDELINES, PROVIDES FOR VESTING AT THE
DISCRET!ION OF THE BOARD AND EXPIRATION OF THE OPTIONS TO
BE NO GREATER THAN TEN YEARS FROM THE DATE OF
GRANT. NO COMPENSATION EXPENSE IS RECOGNIZED FOR
GRANTS UNDER THIS PLAN WHEN STOCK OR STOCK OPTIONS
ARE ISSUED. ANY CONSIDERATION PAID ON EXERCISE OF STOCK

OPTIONS {S CREDITED TO SHARE CAPITAL.

F) FUTURE INCOME TAXES

THE COMPANY FOLLOWS THE LIABILITY METHOD OF ACCOUNTING
FOR INCOME TAXES. UNDER THE LIABILITY METHOD, INCOME
TAXES ARE RECOGNIZED FOR THE DIFFERENCE BETWEEN

FINANCIAL STATEMENT CARRYING VALUES AND THE RESPECTIVE

AND PRIOR PERIOD CALCULATIONS. INCOME TAX BASIS OF ASSETS AND LIABILITIES (TEMPORARY

DIFFERENCES) AND FOR THE CARRY FORWARD OF UNUSED TAX
E) OPTIONS AND WARRANTS
LOSSES AND INCOME TAX REDUCTIONS. FUTURE INCOME TAX

THE COMPANY HAS ONE STOCK OPTION PLAN AVAILABLE TO ASSETS AND LIABILITIES ARE MEASURED USING INCOME TAX

OFFICERS, DIRECTORS, EMPLOYEES AND CONSULTANTS WITH RATES EXPECTED TO APPLY [N THE YEARS IN WHICH TEMPORARY

GRANTS UNDER THE PLAN APPROVED FROM TIME TO TIME BY THE DIFFERENCES ARE EXPECTED TO BE RECOVERED OR SETTLED.

BOARD OF DIRECTORS. UNDER THE PLAN, THE EXERCISE PRICE THE EFFECT ON FUTURE INCOME TAX ASSETS AND LIABILITIES

OF EACH OPTION EQUALS THE MARKET PRICE OF THE COMPANY’'S OF A CHANGE IN TAX RATES (S INCLUDED IN INCOME (N THE

STOCK ON THE DATE OF GRANT IN ACCORDANCE WITH TORONTO

PERIOD THAT THE CHANGE 1S SUBSTANTIALLY ENACTED.

4.CaPiTAL ASSETS

2001 2000
ACCUMULATED NET Book ACCUMULATED NET BOOK
COST AMORTIZATION VALUE COST AMORTIZATION VALUE
INTELLECTUAL PROPERTY 4,386,071 614,895 3,771,176 4,000,577 197,241 3,803,336
OFFICE EQUIPMENT 29,158 3,503 25,655 6,293 210 6,083
OFFICE FURNITURE 72,461 10,127 62,334 9,207 1,814 7,393
COMPUTER EQUIPMENT 75,109 24,032 51,077 41,291 6,052 35,239
LEASEHOLD IMPROVEMENTS 91,821 19,770 72,051 11,740 1,557 10,183
4,654,620 672,327 3,982,293 4,069,108 206,874 3,862,234




S5.ALBERTA HERITAGE FOUNDATION

THE COMPANY HAS RECEIVED A LOAN OF $150,000. FROM THE

ALBERTA HERITAGE FOUNDATION FOR MEDICAL RESEARCH.

PURSUANT TO THE TERMS OF THE AGREEMENT, THE COMPANY
IS REQUIRED TO REPAY THIS AMOUNT IN ANNUAL INSTALLMENTS
FROM THE DATE OF COMMENCEMENT OF SALES IN AN AMOUNT
EQUAL TO THE LESSER OF: {A) 5% OF THE GROSS SALES
GENERATED BY THE COMPANY; OR (B) $15,000 PER ANNUM

UNTIL THE ENTIRE LOAN HAS BEEN PAID IN FULL,
6.RELATED PARTY TRANSACTIONS

AT DECEMBER 31, 2000, THE COMPANY OWED $6,692 TO
SYNSORB, A SIGNIFICANT SHAREHOLDER, FOR ADMINISTRATIVE
AND SUPPORT COSTS. DURING 2000, THE COMPANY
INCURRED $15,072 OF ADMINISTRATIVE AND SUPPORT
COSTS FROM SYNSORB. THESE TRANSACTIONS WERE RECORDED
AT THEIR EXCHANGE AMOUNTS. NO SIMILAR TRANSACTIONS
OCCURRED DURING 2001, AND NO AMOUNTS ARE OWED TO

SYNSORB AS AT DECEMBER 31, 2001.
7.COMMITMENTS

THE COMPANY IS COMMITTED TO PAYMENTS TOTALING $914,300
DURING 2002 FOR VAR{OUS ACTIVITIES SUPPORTING TOXICOLOGY

STUDIES, PRODUCT MANUFACTURING AND PROCESS OPTIMIZATION.

THE COMPANY IS COMMITTED TO PAYMENTS TOTALING $123,600
FOR 2002 FOR CONTINUING RESEARCH AND DEVELOPMENT

ACTIVITIES.

THE COMPANY IS COMMITTED TO PAYMENTS TOTALING $161,300
IN 2002 FOR PURCHASE OF EQUIPMENT RELATED TO ITS

PLANNED CLINICAL TRIAL FOR GLIOMAS (BRAIN TUMOURS).

THE COMPANY IS COMMITTED TO MONTHLY RENTAL PAYMENTS
(INCLUDING THE COMPANY’S PORTION OF OPERATING
cosTs) oF $7,412 UNDER THE TERMS OF A LEASE FOR

OFFICE PREMISES WHICH EXPIRES IN JUNE 2006.

UNDER A CLINICAL TRIAL AGREEMENT ENTERED INTO WITH THE
ALBERTA CANCER BOARD (“ACB”), THE COMPANY HAS AGREED
TO REPAY THE AMOUNTY FUNDED UNDER THE AGREEMENT
TOGETHER WITH A ROYALTY, TO A COMBINED MAXIMUM AMOUNT
OF $400,000 PLUS AN OVERHEAD REPAYMENT OF $100,000,
UPON SALES OF THE PRODUCT. THE COMPANY AGREED TO REPAY
THE ACB IN ANNUAL INSTALLMENTS IN AN AMOUNT EQUAL TO
THE LESSER OF: (A} 5% OF GROSS SALES OF REOLYSIN®; OR (B)

$100,000 PER ANNUM.

8. CONTINGENCY

EFF;CTNE APRIL 21,‘ 1993,_ SYNSORB A(“F'URCHASE»R"’)‘
ENTERED INTO THE SHARE PURCHASE' AGREEMENT (THE
“AGREEMEN'I;”) WITH . THE - FORMER SHAREHOLDERS OF T_H'E_
COMPANY TO ACQUIRE 100% OF. THE OUTSTANDING COMMON
SHARES OF THE COMPANY FOR COMMON SHARES OF SYNSORB
AND CASH VALUED AT $2,500,000 PLUS ADb[TloNAL CONSID_E‘R-
ATION BASED UPON THE COMPLETION OF spﬁqu(C‘~PlREf
DETERMINED MILESTONES, TO A MAXIMUM OF $4,000,0CO AND.:
CERTAIN ROYALTY PAYMENTS. ON JULY 29, 1999, THE OBLIGAroN 5
TO MAKE MILESTONE PAYMENTS AND ROYALTY OBL{GATIONS. (N
ACCORDANCE WITH THE AGREEMENT WAS ASSIGNED FROM THE

PURCHASER TO THE COMPANY.

AS OF DECEMBER 31, 2001, THE FOLLOWING MILESTONE

PAYMENT WAS STILL OUTSTANDING:

1. $1.0 MILLION WITHIN 90 DAYS OF THE FIRST RECEIPT, IN ANY
COUNTRY, FROM AN APPROPRIATE REGULATORY AUTHORITY,
FOR MARKETING APPROVAL TQ SELL REOQOLYSIN® TO THE
PUBLIC OR THE APPROVAL OF A NEW DRUG APPLICATION FOR

REOLYSIN®.

THIS MILESTONE PAYMENT WILL BE ACCOUNTED FOR AS
RESEARCH AND DEVELOPMENT EXPENSE AND WILL NOT BE

DEDUCTIBLE FOR TAX PURPQSES.

{N ADDITION TO THE MILESTONE PAYMENTS, ROYALTY PAYMENTS
WILL BECOME DUE AND PAYABLE IN ACCORDANCE WITH THE
AGREEMENT UPON REALIZATION OF SALES OF REOLYSIN® BY
THE COMPANY. IN THE EVENT THE COMPANY ENTERS INTO
PARTNERSHIPS OR OTHER ARRANGEMENTS FOR THE DEVELOPMENT
OF THE REOVIRUS TECHNOLOGY, THEN IN ACCORDANCE WITH THE
AGREEMENT, THE COMPANY SHALL PAY TO THE VENDORS UNDER
THE AGREEMENT, 20% OF THE ROYALTY PAYMENTS RECEIVED BY
PURCHASER. IF THE COMPANY DEVELOPS THE REOVIRUS AT
COMMERCIAL LEVELS FOR DISTRIBUTION, THE PAYMENTS
REFERRED TO ABOVE WILL BE REPLACED BY A ROYALTY PAYMENT

OF 4% OF NET SALES RECEIVED FROM SUCH PRODUCTS.




9.5HARE CaAPITAL
AUTHORIZED!

UNLIMITED NUMBER OF COMMON SHARES

ISSUED NUMBER OF AMOUNT

COMMON SHARES $
BALANCE, DECEMBER 31,1298 2,145,300 4
{SSUED ON EXERCISE OF STOCK OPTIONS ‘ 76,922 77

2,222,222 81

JULY 29, 1999 SHARE sPLIT (A)

; '67'}'56,00(5 S
ISSUED FOR CASH PURSUANT TO JULY 30, 1999 PRIVATE PLACEMENT
(NET OF SHARE ISSUE COSTS OF $45,000) (B) 1,500,000 855,000
ISSUED FOR CASH PURSUANT TO AUGUST 24, 1999 PRIVATE PLACEMENT 1,399,997 1,049,998
ISSUED ON INITIAL PUBLIC OFFERING (NET OF SHARE ISSUE COSTS OF $317,897) (©) 4,000,000 3,082,103
ISSUED FOR CASH PURSUANT TO EXERCISE OF SHARE PURCHASE WARRANTS (B) 20,000 15,000
BALANCE, DECEMBER 31,1999 13,669,897 5,002,182
ISSUED ON EXERCISE OF STGCK OPTIONS AND WARRANTS 573,910 501,010
ISSUED FOR CASH PURSUANT TO JULY 17, 2000 PRIVATE PLACEMENT (D) . 244,898 2,998,645
ISSUED ON PUBLIC OFFERING (NET OF SHARE ISSUE COSTS OF $998,900) (E) 3,000,000 13,101,100
BALANCE, DECEMBER 31, 2000 17,488,805 21,602,937
ISSUED ON EXERCISE OF STOCK OPTIONS AND WARRANTS 1702590 2,210,016
) 23,812,053

19,191,395

PURSUANT TO SUBSECTION 167(1)(F) OF THE BUSINESS CORPORATIONS ACT (ALBERTA), THE ARTICLES OF THE COMPANY WERE AMENDED BY SUBDIVIDING

(A

THE 2,222,222 ISSUED AND QUTSTANDING COMMON SHARES OF THE COMPANY INTO 6,750,000 COMMON SHARES.

(B

PURSUANT TO THE PRIVATE PLACEMENT, 1,500,000 COMMON SHARE PURCHASE WARRANTS WERE ISSUED ENTITLING THE HOLDERS THEREOF TO ACQU!RE ONE

ADDITIONAL SHARE AT $0.75 PER SHARE UNTIL NOVEMBER 8, 2001. AT DECEMBER 31, 2001, ALL OF THE WARRANTS HAD BEEN EXERCISED.

(c) PURSUANT TO THE INITIAL PUBLIC OFFERING, THE AGENT WAS ISSUED COMMON SHARE PURCHASE WARRANTS ENTITLING IT TO ACQUIRE 400,000 COMMON
SHARES AT $0.85 PER SHARE UNTIL MAY 8, 2001. AT DECEMBER 31, 2001, ALL OF THE WARRANTS HAD BEEN EXERCISED.

(D) PURSUANT TO THE PRIVATE PLACEMENT, 244,898 COMMON SHARES WERE ISSUED AT AN ISSUE PRICE OF $12.25 PER SHARE NET OF ISSUE COSTS OF $1,355.

(E) PURSUANT TO A SPECIAL WARRANT OFFERING, THE COMPANY SOLD 3,000,000 SPECIAL WARRANTS FOR $4.70 PER WARRANT FOR NET PROCEEDS OF $13,101,100.

EACH WARRANT ENTITLED THE HOLDER TO ONE COMMON SHARE UPON EXERCISE. AT DECEMBER 31, 2001, ALL OF THE WARRANTS HAD BEEN EXERCISED.



9, SHARE CAPITAL CONTINUED
STOCK OPTION PLAN:

THE COMPANY HAS {SSUED STOCK OPTIONS TO ACQUIRE COMMON STOCK THROUGH (TS STOCK OPTION PLAN OF WHICH THE FOLLOWING

ARE QUTSTANDING AT DECEMBER 31, 2001:

2001 2000

STOCK  WEIGHTED AVERAGE STOCK  WEIGHTED AVERAGE _

OPTIONS SHARE PRICE $ OPTIONS SHARE PRICE §
OUTSTANDING AT BEGINNING OF YEAR 1,616,770 4.03 1,208,750 0.85
GRANTED DURING YEAR 747,750 8.02 509,920 10.95
CANGELLED DURING YEAR (1,920) 10.90 — —
EXERCISED DURING YEAR (54,600) 0.85 (101,900) 0.85

OUTSTANDING AT END OF YEAR 2,308,000 5.40 1,616,770 4.03

OPTIONS EXERCISABLE AT END OF YEAR 1,951,333 4.80 735,086 5.06

WEIGHTED AVERAGE

RANGE OF NUMBER QUTSTANDING REMAINING  WEIGHTED AVERAGE NUMBER EXERCISABLE  WEIGHTED AVERAGE
EXERCISE PRICES $ DECEMBER 31, 2001  CONTRACTUAL LIFE (YEARS) EXERCISE PRICE $ DECEMBER 31, 2001 EXERCISE PRICE $
0.85 1,052,250 7.83 0.85 1,052,250 Q.85

6.20 TO 9.49 636,750 9.61 7.70 341,750 7.50
9.50 TO11.00 378,000 8.69 9.59 371,333 9.58
11.01 1O 13.50 241,000 7.97 12.57 186,000 12.59

2,308,000 1,951,333

THE OUTSTANDING OPTIONS VEST ANNUALLY OR AFTER THE COMPLETION OF CERTAIN MILESTONES. THE COMPANY HAS RESERVED

2,308,000 (2000 - 1,616,770) COMMON SHARES FOR ISSUANCE RELATING TO OUTSTANDING STOCK_OPTIONS.

10.RIGHTS REVENUE

IN NOVEMBER 2000, THE COMPANY RECEIVED $310,000 IN EXCHANGE FOR THE RIGHT TO PERFORM A PROOF OF CONCEPT STUDY ON

ITS TECHNOLOGY. THE COMPANY HAS NO OTHER OBLIGATION OTHER THAN TO PROVIDE ACCESS TO TS TECHNOLOGY DURING THIS STUDY.
11.Loss Per CoMMON SHARE

LOSS PER COMMON SHARE IS CALCULATED USING THE WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDING FOR THE
YEAR ENDEDR DECEMBER 31, 2001 OF 18,290,141 (2000 - 16,441,098). ANY POTENTIAL EXERCISE OF THE COMPANY’S STOCK

OPTIONS WOULD BE ANTI-DILUTIVE.




12.INcomE TAXES

THE PROVISION FOR INCOME TAXES RECORDED IN THE FINANCIAL STATEMENTS DIFFER FROM THE AMOUNT WHICH WOULD BE

OBTAINED BY APPLYING THE STATUTORY {NCOME TAX RATE TO THE [LOSS BEFORE TAX AS FOLLOWS:

$ 2001 2000

LOSS BEFORE TAX (6,171,461) (3,739,964)
STATUTORY CANADIAN CORPORATE TAX RATE 43% 45%
ANTICIPATED TAX RECOVERY {2,653,728) (1,682,984)
CHANGE IN TAX RATE (185,125) (80,333)
NON-DEDUCTIBLE EXPENSES (A) 432,150 901,586
TAX BENEFIT OF LOSSES NOT RECORDED 2,066,133 734,919
FUTURE INCOME TAX RECOVERY (340,570) (126,812)
LARGE CORPORATIONS TAX 30,000 —_—
(310,570) (126,812)

A} INCLUDED ARE THREE MILESTONE PAYMENTS ($1,000,000 (N 2001 AND $2,000,000 iN 2000) THAT WERE INCURRED BY THE COMPANY, THESE MILESTONE

PAYMENTS ARE NOT DEDUCTIBLE FOR TAX PURPOSES.

THE COMPANY HAS NON-CAPITAL LOSSES FOR INCOME TAX PURPOSES OF APPROXIMATELY $7,898,000 WHICH ARE AVAILABLE
FOR APPLICATION AGAINST FUTURE TAXABLE INCOME AND WHICH EXPIRE IN 2004 ($11,026), 2005 ($432), 2006 ($663,321), 2007
($1,801,306) AND 2008 ($5,422,746). THE POTENTIAL BENEFITS RESULTING FROM THE NON-CAPITAL LOSSES HAVE NOT BEEN

RECORDED IN THE FINANCIAL STATEMENTS.

FUTURE INCOME TAXES REFLECT THE NET TAX EFFECTS OF TEMPORARY DIFFERENCES BETWEEN THE CARRYING AMOUNTS OF ASSETS
AND LIABILITIES FOR FINANCIAL REPORTING PURPOSES AND THE AMOUNTS USED FOR INCOME TAX PURPOSES. THE COMPONENTS OF

THE COMPANY’S FUTURE INCOME TAX LIABILITY ARE AS FOLLOWS:

$ 2001 2000

NON-CAPITAL LOSS CARRYFORWARDS 3,142,723 866,762
UNDEPRECIATED CAPITAL COSTS IN EXCESS OF BOOK VALUE OF CAPITAL ASSETS 37,539 3,853
NET BOOK VALUE OF INTELLECTUAL PROPERTY IN EXCESS OF TAX VALUE (647,618) (988,188)
SHARE ISSUE COSTS . 310,422 151,297
VALUATION ALLOWANCE (3,490,684) (1,021,912)

FUTURE TAX LIABILITY (647,618) (988,188)




13.ReconciILIATION oF CanapiaN GAAP 10 US GAAP

THE FINANCIAL STATEMENTS OF ONCOLYTICS ARE PREPARED IN ACCORDANCE WiTH CANADIAN GAAP WHICH, IN MOST RESPECTS,

CONFORMS TO US GAAP. SIGNIFICANT DIFFERENCES BETWEEN CANADIAN AND US GAAP ARE AS FOLLOWS:

DECEMBER 31

$ NOTES 2001 2000 1899
NET LOSS — CANADIAN GAAP 6,171,461 3,613,152 574,462
AMORTIZATION OF INTELLECTUAL PROPERTY (1) (361,500) (180,750) —
IN PROCESS RESEARCH AND DEVELOPMENT (€8] — — 2,500,000
FUTURE INCOME TAX RECOVERY (1) 340,570 126,812 —
NET LOSS AND COMPREHENSIVE L0SS - US GAAP 6,150,531 3,559,214 3,074,462

£

BASIC AND DILUTED LOSS PER COMMON SHARE - US GAAP (0.34) (0.22) (0.52)

THERE ARE NO DIFFERENCES BETWEEN CANADIAN GAAP AND US GAAP IN AMOUNTS REPORTED AS CASH FLOWS FROM (USED IN)

OPERATING, FINANCING AND INVESTING ACTIVITIES.

BALANCE SHEET {TEMS IN ACCORDANCE WITH US GAAP ARE AS FOLLOWS:

R RS ROt

DECEMBER 31, 2001 DECEMBER 31, 2000

NCTES CANADIAN GAAP US GAAP CANADIAN GAAP US GAAP
CAPITAL ASSETS o 3,982,293 909,543 3,803,336 369,086
FUTURE INCOME TAXES () 647,618 —_— 988,188 —_
DEFICIT %)) 10,359,075 12,776,207 4,187,614 6,633,676

1) “PUSH-DOWN” ACCOUNTING AND IN PROCESS RESEARCH AND DEVELOPMENT
INTELLECTUAL PROPERTY OF $2,500,000 RECORDED AS A CONSEQUENCE OF SYNSORB’S ACQUISITION OF THE CORPORATION’S SHARES COMPRISES INTANGIBLE ASSETS

RELATED TO RESEARCH AND DEVELOPMENT ACTIVITIES. UNDER US GAAP, THESE ITEMS ARE EXPENSED ON ACQUISITION,

As A RESULT OF CHARGING $2,500,000 TO EXPENSE N 1999 FOR US GAAP PURPOSES, THE AMORTIZATION OF THE INTELLECTUAL PROPERTY AND THE
FUTURE INCOME TAX RECOVERY AND FUTURE INCOME TAX LIABILITY RELATED TO INTELLECTUAL PROPERTY RECORDED FOR CANADIAN GAAP

PURPOSES HAS BEEN REVERSED.

STOCK BASED COMPENSATION -

UNDER US GAAP, THE CORPORATION APPLIES THE INTRINSIC VALUE METHOD PRESCRIBED BY
ACCOUNTING PRINCIPLES BOARD OPINION NO. 25, “ACCOUNTING FOR STOCK [SSUED TO
EMPLOYEES” AND RELATED INTERPRETATIONS IN ACCOUNTING FOR ITS STOCK OFTION

PLANS. ACCORDINGLY, NO COMPENSATION COST IS RECOGNIZED IN THE

ACCOUNTS AS OPTIONS ARE GRANTED WITH AN EXERCISE PRICE THAT

APPROXIMATES THE PREVAILING MARKET PRICE.

UNDER US GAAP, FAS 123 REQUIRES THE REPORTING

OF PRO FORMA AMOUNTS FOR COMPENSATION ‘ ' '
EXPENSE THAT WOULD HAVE BEEN RECORDED '
FOR THE ISSUANCE OF COMPENSATORY

SHARE OPTIONS USING AN

QOPTION PRICING MODEL.




13.ReconNciLIATION OF Canapian GAAP 10 US GAAP ConNTINUED

THE FAIR VALUE FOR THESE OPTIONS WAS ESTIMATED AT THE DATE OF GRANT USING A BLACK-SCHOLES OPTION PRICING MODEL WITH

THE FOLLOWING WEIGHTED-AVERAGE ASSUMPTIONS:

2001 2000 1999

RISK FREE INTEREST RATE ‘ 5.0% 5.6% 4.58%
DIVIDEND YIELD 0% 0% 0%
VOLATILITY FACTORS OF EXPECTED MARKET PRICE 87% 1393% 120%
WEIGHTED AVERAGE EXPECTED LIFE OF THE OPTIONS 2 YEARS 2 YEARS 2 YEARS

THE BLACK-SCHOLES OPTION VALUATION MODEL WAS DEVELOPED FOR USE IN ESTIMATING THE FAIR VALUE OF TRADED OFTIONS WHICH
HAVE NO VESTING RESTRICTIONS AND ARE FULLY TRANSFERABLE. IN ADDITION, THE VALUATION MODEL CALCULATES THE EXPECTED STOCK
PRICE VOLATILITY BASED ON HIGHLY SUBJECTIVE ASSUMPTIONS. BECAUSE THE COMPANY'S EMPLOYEE STOCK OPTIONS HAVE CHAR-
ACTERISTICS SIGNIFICANTLY DIFFERENT FROM THOSE OF TRADED OPTIONS, AND BECAUSE CHANGES IN THE SUBJECTIVE INPUT ASSUMPTIONS
CAN MATERIALLY AFFECT THE FAIR VALUE ESTIMATE, IN MANAGEMENT'S OPINION, THE EXISTING MODEL DOES NOT NECESSARILY PROVIDE

A RELIABLE SINGLE MEASURE OF THE FAIR VALUE OF ITS EMPLOYEE STOCK OPTIONS.

PRO FORMA DISCLOSURES OF LOSS AND LOSS PER COMMON SHARE ARE PRESENTED BELOW AS [F THE COMPANY HAD ADOPTED THE COST
RECOGNITION REQUIREMENTS UNDER FAS 123. THE COMPENSATION COST FOR THE STOCK-BASED COMPENSATION WAS APPROXIMATELY

$3,177,970 (2000 - $4,672,420).

$ ) 2001 2000 1999

Loss : AS REPORTED (6,150,531) (3,559,214) (3,074,462)
PRO FORMA  (9,328,501) (8,231,634) (3,545,875)
BASIC AND DILUTED LOSS PER COMMON SHARE AsS REPORTED ($/SHARE) (0.34) (0.22) (0.52)

PRO FORMA ($/SHARE) (0.51) (0.50) (0.61)

14. SUBSEQUENT EVENT

ON JANUARY 30, 2002 THE COMPANY FILED A SHORT FORM PROSPECTUS QUALIFYING 1,530,800 COMMON
SHARES HELD BY SYNSORB FOR SALE. SUBSEQUENT TO THIS TRANSACTION SYNSORB OWNED
4,725,000 COMMON SHARES OF THE COMPANY, REPRESENTING 24.6% OF THE ISSUED AND

OUTSTANDING COMMON SHARES.
15.CompraRAaTIVE FIGURES

CERTAIN COMPARATIVE FIGURES HAVE BEEN RESTATED TO CONFORM

WITH THE CURRENT YEAR’S PRESENTATION,




THE ANNUAL AND SPECIAL MEETING OF THE SHAREHOLDERS WILL BE
HELD IN THE WILDROSE ROOM, SHERATON SUITES EAU CLAIRE,
255 BARCLAY PARADE SW CALGARY, ALBERTA ON

THURSDAY MAY 16, 2002 AT 3:00 PM.

OFFICERS
BRAD THOMPSON, PHD — CHAIRMAN, PRESIDENT AND CEO » MATT COFFEY, PHD — VICE PRESIDENT, PRODUCT
DEVELOPMENT ¢ Douc BAL_L. CA — CHIEF FINANCIAL OFFICER * WAYNE SCHNARR, PHD MBA - ViCE PREéIDENT.

CORPORATE DEVELOPMENT

BOARD OF DIRECTORS

Dr. BRAD THO‘MPSON. EHAIRMAN ~ PRESIDENT AND CEO OF ONCOLYTICS BIOTECH INC » MR. DOUG BALL, CA -
CHIEF FINANCIAL OFFICER OF ONCQLYT!CS BIOTECH INC * DR. DAVID COX — FORMER PRESIDENT AND CEOQO OF

SYNSORB BIOTECH INC *» MR. RICH CASEY‘— FORMER CHAIRMAN OF SYNSORB BIOTECH INC

» DR. TONY N.OUJAIM ~ CHAIRMAN OF THE BOARD OF ALTAREX CORP * MR, BOB SCHULTZ, FCA

—~ CHAIRMAN AND DIRECTOR OF MCCARVILL CORPORATION * MR, FRED STEWART, QC

- PR_ESIDENT OF FRED STEWART AND ASSOCIATES INC

INVESTOR RELATIONS *» DOUG BALL, CFO
ONCOLYTICS BIOTECH INC, SUITE 210, 1167 KENSINGTON CRESCENT NW

CALGARY, ALBERTA T2N 1X7 TEL: 403.670.7377 FAX: 403.283.0858

WWW.ONCOLYTICSBIOTECH.COM TSE:ONC NASDAQ:ONCY




s s

ONCOLYTICS BIOTECH INC. .

‘SuiTe 210 - 1167 KensinGTon CRES N

M1 X7
e

C-ALGARY ALBERTA CANADA TEN

2 s




