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MESSAGE TO SHAREHOLDERS

The biggest news for us this quarter, and something that we are all very excited about, is the new agreement we
signed with Baxter Healthcare Corporation. Under this new agreement, we assume the U.S. commercialization
rights for WinRho® SDF [Rho(D) Immune Globulin Intravenous (Human)]. Baxter has been distributing

WinRho® SDF in the U.S. since March 2005 and we took over distribution on June 1, 2010. Our two companies
mutually agreed to terminate the earlier agreement. This move is in line with our increasing focus on our
commercial products, particularly in the U.S. market. WinRho® SDF has been our most successful commercial
product to date, and this is another step in our strategy to optimize our commercial assets. We have now added
another 18 product specialists to the new Cangene bioPharma, Inc. sales force. Our U.S. sales and marketing
staff now totals 35, and after bringing HepaGam B® sales in-house earlier this year, we are receiving positive
feedback from the team’s early marketing efforts.

A second commercial development this quarter was the approval in Europe of our Human Hepatitis B
Immunoglobulin product for one indication. This is the same product we market as HepaGam B® in North
America and Israel. It is a hyperimmune antibody product containing antibodies specific for the hepatitis B
surface antigen. The application for this Marketing Authorization was submitted via the centralized procedure,
which means its issuance gives this product approval for sale and use in all 27 member states of the European
Union. We are currently in discussions with potential distribution partners for the EU market in order to maximize
this opportunity.

One of our products, TST10088, which is a recombinant protein prodrug based on a plant-derived toxin called
ricin, was in a Phase | clinical trial when we acquired it last year. The treatment stage of this trial in patients with
advanced/metastatic solid tumours is now completed, with 47 patients treated. The study data is being evaluated
to determine the safety and efficacy of TST10088 and a phase Il study plan is being developed.

We are also beginning to ramp up work on another of our products in development. This is a product known as
Immune Globulin Intravenous or IGIV. It is a widely used anti-infective product with an estimated annualized
global market of $4.5 billion. Industry forecasts call for continued growth based on expanded applications. IGIV
is the product we have included in our pipeline for the last two years as an undisclosed anti-infective. We are
building an inventory of plasma to be used in its manufacture and have been working with a new plasma
fractionation technology that has shown promise so far. We believe this product has great future potential as
another addition to our hospital-based commercial product line-up. As we build toward clinical development, we
expect to focus significant R&D resources on this project.

On the contract services side of our business, we signed a no-cost modification to extend our botulism antitoxin
contract with the Biomedical Advanced Research and Development Authority (‘BARDA”). BARDA is the
department within the U.S. Department of Health and Human Services (“HHS") that manages the two biodefence-
related stockpiling contracts that we have with HHS. Under the contract, we are required to pursue U.S. Food
and Drug Administration (“FDA”) licensure for use of the product. Cangene and BARDA have agreed on this two-
year contract extension to allow for additional time to pursue licensure. While we had been on target to deliver all
200,000 doses by May 2011 under the original schedule, we will now spread the remainder (approximately half of
the contract doses) evenly through to May 2013. As this contract extension alters the timing of deliveries going
forward, it will have the effect of spreading the related revenues over the next three years, while also continuing to
support licensure activities. Contracts of this nature are always somewhat fluid and we continue to have
constructive discussions with BARDA regarding our existing contracts and potential new ones.



Our financial results this year are reflecting the combination of a number of initiatives aimed at building our
business for the long term but which have, in the short term, increased expenses and impacted net income. And
the fact that they are being compared to the results of a year in which we posted record profits and record
revenues means that these effects appear even greater. As we build our commercial operations in the U.S., we
have incurred start-up sales and marketing costs in advance of the sales moving in-house. In addition, expansion
at the plasma centres has increased costs as those expanded centres are not yet running at full capacity. As
well, a portion of the plasma we are collecting is aimed at building up inventory for producing IGIV. Reduced
activity on government contracts, a shifting sales mix and reduced R&D services revenues, along with long-term
incentive plan costs have also impacted our bottom line this year. In addition to these operational factors, a large
swing in exchange rates between the Canadian and U.S. dollars has had a significant impact on the year-to-date
net income, as it resulted in a $4.7-million foreign-exchange loss in the current nine-month period, compared with
an $11.2-million gain in the first nine months of fiscal 2009. As we build for the future, we nevertheless maintain a
debt-free balance sheet and strong cash position. | encourage you to read the following MD&A for a more
detailed discussion of these factors and all our financial results.

Our Normal Course Issuer Bid expired just before the end of this quarter; however, we began a new one on

June 1%, During the course of this new bid, we intend to purchase up to 1,500,000 common shares for
cancellation. This represents 2.2% of the outstanding common shares on May 25, 2010. The average daily
trading volume in the preceding six months was 46,929, allowing us to buy back up to 11,732 common shares
daily (excluding block purchases as allowed by the Toronto Stock Exchange). Our Board believes that purchases
under this Normal Course Issuer Bid constitute a desirable use of funds on the basis that recent market prices of
our common shares do not fully reflect their value. During the past 12 months, we have purchased a total of
1,219,400 common shares at a weighted-average price of $5.30 pursuant to our previous Normal Course Issuer
Bid.

Lastly, | have talked in the last few reports about expansion at our plasma donation facilities. In March, this was
completed as the Rh Plasma Center here in Winnipeg moved to its new location adjacent to our corporate
headquarters where it is now operating under its new name, Cangene Plasma Resources Winnipeg. As our
original plasma-collection facility, the Rh Plasma Center has a singular place in our corporate history. Some of
our donors have been participating in the program here for more than 40 years; giving up their time to supply the
plasma needed to manufacture WinRho® SDF. In fact, one of our donors will be receiving an achievement award
from the Plasma Protein Therapeutics Association at its conference in Virginia this month. I'd like to take this
opportunity to recognize all our donors, first-time or long-term, in all our programs—they are truly special people.

(signed)

Dr. John Langstaff
President and Chief Executive Officer
June 11, 2010



MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF

OPERATIONS

(Unless stated otherwise, dollar amounts are in Canadian dollars)
June 11, 2010

This review contains management’s discussion of
Cangene Corporation’s operating results and financial
condition for the three- and nine-month periods ended
April 30, 2010, and should be read in conjunction with
the accompanying unaudited interim financial
statements and associated notes. It is intended to
provide the reader with an update to the more extensive
disclosure in the management’s discussion and
analysis (“MD&A”") and audited financial statements
included with Cangene’s 2009 annual report, which is
available on request from the Company or from
Cangene’s website at www.cangene.com.

The discussion of products in this report is
intended as an information summary for investment
purposes and does not contain all relevant product
safety and risk information. Healthcare
professionals should refer to approved labelling or
the appropriate prescribing information for
products and not rely on information discussed in
this report. Prescribing information or drug names
may differ in various countries. Scientific
information that relates to unapproved products or
unapproved uses of products is preliminary and
investigative. No conclusions can or should be drawn
regarding the safety or efficacy of such products.
Only regulatory authorities can determine whether
products are safe and effective for the uses being
investigated. No information in this report is intended
to promote the products discussed.

Disclosure and internal controls

Management has established and maintains disclosure
controls and procedures in order to provide reasonable
assurance that material information relating to Cangene
Corporation is made known to us in a timely manner,
particularly during the period in which the annual filings
are being prepared. We have evaluated the
effectiveness of our disclosure controls and procedures
as at the date of our 2009 annual report and are not
aware of any material changes to these controls and
procedures; we believe them to be effective in providing
such reasonable assurance.

Management is also responsible for the design and
effectiveness of internal controls over financial reporting
in order to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of
financial statements for external purposes in
accordance with Canadian generally accepted
accounting principles (“GAAP”). The Corporation is
continually evolving and enhancing its systems of
internal controls over financial reporting. We have
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evaluated the design and effectiveness of our internal
controls over financial reporting as at the end of the
period covered by our annual filings and have
concluded that the controls are sufficient to provide
reasonable assurance. During the nine months ended
April 30, 2010, there have been no changes in our
internal controls over financial reporting that have
materially affected, or are reasonably likely to materially
affect, our internal controls over financial reporting.

Forward-looking statements

Management’s discussion and analysis contains certain
forward-looking statements that are predictive in nature
and subject to risks and uncertainties that may cause
actual results or events to differ materially from the
results or events predicted in this discussion. These
risks and uncertainties include, but are not limited to,
those discussed in the RISKS AND UNCERTAINTIES
section within this MD&A and the more detailed MD&A
in our 2009 annual report mentioned above. Forward-
looking statements may include words such as

“expects”, “plans”, “will", “believes”, “estimates”,
“intends”, “may”, “bodes” or other words of similar
meaning (including negative and grammatical
variations) and may relate to future financial
performance, business strategies, or safety and efficacy
of unapproved products. Should known or unknown
risks or uncertainties materialize, or should our
assumptions prove inaccurate, actual results could vary
materially from those anticipated. We are under no
obligation to update any forward-looking statements,
except as required by applicable law.

Non-GAAP financial measures

Management'’s discussion and analysis may contain non-
GAAP financial measures. Terms by which non-GAAP
financial measures are identified include, but are not
limited to, “net cash”, “total assets”, “sales”, “EBITDA” or
other similar expressions. Non-GAAP financial measures
are used to provide management and investors with
additional measures of performance. However, non-
GAAP financial measures do not have standard meanings
prescribed by GAAP and are not directly comparable to
similar measures used by other companies.

OVERVIEW

Cangene Corporation (“Cangene”, “the Company”, “the
Corporation”, “we” or “our”) is a biopharmaceutical
company in the business of developing, manufacturing,
and commercializing products and technologies for
global markets. We manage our business and evaluate
performance based on two operating segments:

biopharmaceutical operations and contract services.

AIG = Anthrax immune globulin  BAT = Botulism antitoxin HepaGam B® = Hepatitis B immune globulin VariZIG™ = Varicella zoster immune globulin VIG= Vaccinia immune globulin  SNS = U.S. Strategic National Stockpile
Accretropin™ = Human growth hormone  Leucotropin®= GM-CSF (a white-blood-cell-stimulating protein) FDA = U.S. Food and Drug Administration HHS = U.S. Department of Health and Human Services
BARDA = The Biomedical Advanced Research and Development Authority within HHS = ARS=acute radiation syndrome CDC = U.S. Centers for Disease Control and Prevention



Revenues are generated from product sales, contract-
manufacturing and contract-R&D services, and
royalties. International sales are transacted mainly in
U.S. dollars, as is customary in the industry.

Cangene has a majority shareholder, the Apotex Group
(“Apotex”), which, to the knowledge of the directors of
Cangene, at June 11, 2010 controlled, directly or
indirectly, 42,875,787 common shares, representing 63%
of the outstanding common shares of Cangene. The
Apotex Group includes Apotex Holdings Inc., Apotex Inc.
(a leader in the Canadian generic drug industry), Apotex
Research Inc., and Apotex Corp., as well as the charitable
foundations, Sherman Foundation and Apotex Foundation.
The Apotex Group is controlled, directly or indirectly, by
Bernard Sherman and the Bernard and Honey Sherman
Family Trust, of which he is the trustee. Dr. Sherman is
also Chairman, Chief Executive Officer and a director of
Apotex Inc., and is President and a director of Sherman
Foundation and Apotex Foundation.

Strategically Cangene is focused primarily on

therapeutics for infectious diseases and biodefence

applications. We have particular development and

manufacturing expertise with two main types of

products:

e hyperimmunes, which are concentrated specialty
antibody preparations made from plasma, and

e recombinant biopharmaceuticals, which are
therapeutic proteins made by introducing a particular
gene into a host organism, which in turn produces the
protein of interest.

We have expertise in manufacturing technologically
complex and sterile injectable products, and also offer
contract R&D and manufacturing services to other
biopharmaceutical companies and government
organizations. In addition, we have an ongoing
innovative R&D program, providing further opportunities
for long-term growth.

Our first approved product was WinRho® [Rho(D)
Immune Globulin (Human) for Injection], and its
development established a core competency in
developing and manufacturing hyperimmunes. Three
additional hyperimmune products, VarizIG" [Varicella
Zoster Immune Globulin (Human)], VIG [Vaccinia
Immune Globulin Intravenous (Human)] and
HepaGam B® [Hepatitis B Immune Globulin (Human)
Injection] have also been approved for use.

We also have a recombinant biopharmaceutical
development program. Since 1995, under a previous
agreement, Apotex funded research and development
of several of our recombinant products. These funding
obligations have now been satisfied and we have
signed a new agreement with Apotex. Our first licensed
recombinant product is Accretropinm ([somatropin
(rDNA origin)] Injection), our human growth hormone,
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which has been approved by the U.S. Food and Drug
Administration (“FDA”). While we are continuing to
develop certain products such as recombinant
monoclonal antibodies in our independent R&D
program, under the new agreement this development is
no longer being funded by Apotex.

Revenues from the biopharmaceutical operations
segment result largely from sales of WinRho® SDF,
which have been made primarily through a distribution
agreement with Baxter Healthcare Corporation. On
April 20, 2010, we signed a new agreement with Baxter
under which we assumed U.S. commercialization rights
for WinRho® SDF. We began selling this product with
our own sales force on June 1, 2010. Our next largest
selling commercial product is HepaGam B®. For this
product, we had acquired the U.S. commercialization
rights from Apotex on November 1, 2009 and began
selling the drug in February 2010. These changes are in
line with our increasing focus on our commercial products,
particularly in the important U.S. market. To support both
products, 24 experienced product specialists have been
hired within our Cangene bioPharma, Inc. (“Cangene
bioPharma”) subsidiary in Baltimore, Maryland, United
States.

We have leveraged our capability to develop and
manufacture hyperimmunes into a contract-services
business, and we have been awarded several contracts
to develop and manufacture certain biodefence
products for the U.S. government. The first of these
was a contract with the U.S. Centers for Disease
Control and Prevention (“CDC”) to develop and
manufacture VIG, a product used to treat certain
complications associated with smallpox vaccination.
Revenue from this contract peaked in fiscal 2003 and
the product was subsequently approved by the FDA in
May 2005. During fiscal 2006, we were awarded
significant stockpiling contracts by the U.S. Department
of Health and Human Services (“HHS") to develop and
supply immune globulins aimed at botulism toxins
(heptavalent Botulism Antitoxin, “BAT") and inhalational
anthrax (Anthrax Immune Globulin, “AlG”) under the
U.S. Project BioShield initiative. These contracts are
managed by the Biomedical Advanced Research and
Development Authority (“BARDA”) within HHS. The base
contracts for BAT and AIG have a combined revenue
value of approximately US$505 million. Early in fiscal
2008, we met the product requirements as defined by
both the BAT and AIG contracts that permitted us to
begin shipping product. Subsequent delivery and
acceptance into the U.S. Strategic National Stockpile
(“SNS”) of both products allowed us to invoice for these
initial shipments. Revenue recognized on these
contracts, including product costs and reimbursable
development costs incurred to date, amounts to

$291.5 million.
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Our specialized facilities in Winnipeg, Manitoba,
Canada and our manufacturing experience allow us to
offer contract services for a broad range of
technologically complex, process-sensitive compounds
in addition to hyperimmunes. One of our subsidiaries,
Cangene bioPharma (formerly Chesapeake Biological
Laboratories, Inc.), offers facilities for filling and
finishing process-sensitive biologics.

Our contract-services segment continues to contribute
significant revenues to our overall business; however,
this segment is subject to large fluctuations in activity
and revenue due to timing of contract deliveries. We
are pursuing new contract R&D and manufacturing
opportunities, including further contract opportunities
with the U.S. and other governments. We also seek
contract R&D and manufacturing agreements with
biopharmaceutical industry partners, particularly at
Cangene bioPharma.

We will use cash generated from operations to increase
investment in independent research and development,
ranging from expanding applications of hyperimmunes to
innovative research into entirely new therapies with a
primary focus on infectious disease.

OUTLOOK

A primary focus continues to be meeting delivery
commitments on the U.S. government BAT and AIG
stockpiling contracts. We made one delivery on the BAT
contract and one delivery on the AIG contract in the third
quarter of 2010. A second AIG shipment was sent late in
the third quarter and accepted by BARDA early in the
fourth quarter; it will be reflected in our fourth quarter
results. Our plasma inventory levels continue to be ahead
of schedule and we anticipate that we will be successful in
meeting our current delivery requirements. A recent
extension to the BAT contract means that remaining
deliveries of that product will be spread out over an
additional two years, moving the expected completion date
to May 2013. For both products, we will continue
deliveries as specified under the contracts unless
otherwise directed by BARDA. We are also continuing to
work on the licensing elements of the contracts for both
products and those efforts are expected to continue.

Strategically we have also focused on increasing our
plasma-collection capabilities through expansion of our
existing plasma centres. These efforts are aimed at
bringing more of our plasma supply in-house. Competition
for plasma supplies and donor recruitment are significant
risks for us with respect to most of our hyperimmune
products (see RISKS AND UNCERTAINTIES) and we are
looking to reduce this risk by becoming increasingly self-
sufficient in plasma supply. In addition, in-house supply of
plasma can be more cost-effective than commercial
purchases. We have re-branded the centres under the
name Cangene Plasma Resources so they are more
closely identified with our corporate brand. The four
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plasma centre expansions are complete and operational,
with the Canadian centre most recently moved to its new
location adjacent to our head office. Expansion start-up
costs and unabsorbed overhead have initially added to our
cost per litre for plasma collection. However, we continue
to see collections increasing in our expanded centres and
expect the cost per litre to decrease as the centres begin
operating closer to full capacity. We continue to consider
adding new sites in addition to the recent expansions.

With respect to WinRho® SDF, our focus is on markets
where we can effectively compete and on growing our
North American market share. On April 20, 2010, we
signed a new agreement with Baxter under which we
assumed the U.S. commercialization rights for
WinRho® SDF. In signing this agreement, both parties
agreed to terminate an existing U.S. distribution
agreement, which had granted U.S. distribution rights for
WinRho® SDF to Baxter since March 2005. We began
selling WinRho® SDF in the U.S., through Cangene
bioPharma, on June 1, 2010.

We continue our efforts to grow HepaGam B® sales in the
U.S. and Canada, targeting the largest liver transplant
centres as well as the long-term post-transplant (home
therapy) market to introduce them to the product. The
FDA granted HepaGam B® orphan drug status in March
2008, which conferred seven years of market exclusivity
from that time for the approved indication to prevent
hepatitis B recurrence following liver transplantation. With
this market exclusivity, and as the first hepatitis B immune
globulin licensed by the FDA for this indication, we believe
that HepaGam B® will provide strong sales in the years to
come as we continue to penetrate the U.S. market.
Effective November 1, 2009, we acquired the U.S.
commercialization rights to HepaGam B® from Apotex.

We expect that developing our own sales force to market
our commercial products in the U.S. will help us achieve a
greater market share and greater profitability in the future.

We have entered into an agreement with Maxygen, Inc. for
an exclusive option to acquire an exclusive licence to
Maxygen’s protein therapeutic called MAXY-G34 for
treating acute radiation syndrome (“ARS”). Cangene paid
an upfront fee of US$0.5 million for this option. This
protein is a long-acting version of the white-blood-cell-
stimulating protein known as G-CSF. We concurrently
submitted a bid to develop MAXY-G34 for treating ARS
under a request for proposal (“RFP”) issued in March 2009
by BARDA, negotiations are ongoing. If we are awarded a
development contract under this RFP that meets our
criteria, we would exercise our option with Maxygen and
pay licence fees.

Looking toward the remainder of 2010, we are
continuing to focus our efforts on a number of
independent research and development initiatives,
including hyperimmune process improvements, clinical

AIG = Anthrax immune globulin  BAT = Botulism antitoxin HepaGam B® = Hepatitis B immune globulin VariZIG™ = Varicella zoster immune globulin VIG= Vaccinia immune globulin  SNS = U.S. Strategic National Stockpile
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studies, and the development of monoclonal antibody
technology and other anti-infectives. One of these anti-
infectives is a product known as Immune Globulin
Intravenous or IGIV. Itis a widely used anti-infective
product and is the undisclosed product shown in our
pipeline in our 2008 and 2009 annual reports. We are
beginning to build toward clinical development of IGIV
and believe it has great future potential. We also
continue to evaluate a number of acquisition, licensing
and distribution opportunities with respect to companies
and specific products. We are on target with our goal
of introducing eight new products by 2016. In addition,
we continue to pursue new customers for our products,
such as the $3.3-million contract in the first quarter of
this year to supply VIG and BAT to a non-North American
government. This was the first sale of our investigational
BAT product to a customer other than the United States
government.

NEW DEVELOPMENTS

On November 12, 2009 we announced an amendment of
our Normal Course Issuer Bid (the “2009 Bid") to increase
the maximum number of common shares of the
Corporation available for purchase under the 2009 Bid
from 1,000,000 to 1,500,000 common shares,
representing 2.2% of the outstanding common shares on
April 20, 2009, that being the date of the related Notice of
Intention to Make a Normal Course Issuer Bid. The 2009
Bid commenced on April 25, 2009 and expired on April 24,
2010.

On December 18, 2009, we reported that we had received
a positive opinion from the European Medicines Agency’s
(“EMA”) Committee for Medicinal Products for Human Use
regarding the immunoprophylaxis indication of our Human
Hepatitis B Immunoglobulin. This is the product we
market as HepaGam B® in North America and Israel, and
is a hyperimmune antibody product containing antibodies
specific for the hepatitis B surface antigen. This is the first
time we submitted a Marketing Authorization Application to
the EMA via the centralized procedure, under which,
approval applies to all 27 member states of the European
Union. And on March 17, 2010, we announced that we
had received subsequent European Commission approval
to market this product for its immunoprophylaxis
indication.

On March 26, 2010, we disseminated a public
communication via Canada NewsWire to advise the public
and healthcare professionals that we had added a boxed
warning to the labelling of WinRho® SDF that strengthens
earlier warnings related to the risk of patients developing a
potentially serious condition called intravascular hemolysis
(“IVH") while receiving WinRho® SDF for treating immune
thrombocytopenic purpura (“ITP”). The warning directs
that physicians monitor patients for signs and symptoms of
IVH following the administration of WinRho® SDF.
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On March 29, 2010, we reported that we had signed a no-
cost modification to extend our botulism antitoxin contract
with BARDA. This two-year extension allows for additional
time to pursue licensure and also extends the product
delivery schedule to better align it with licensure activities.
Prior to this extension, we were on target to deliver
200,000 doses by May 2011 as specified under the
original terms of the contract. The contract modification
spreads remaining deliveries out to May 2013, with an
even distribution through the remaining three contract
years.

On April 20, 2010, we signed a new agreement with
Baxter Healthcare Corporation under which we assumed
commercialization rights to WinRho® SDF for the U.S.
market. We mutually agreed to terminate an existing U.S.
distribution agreement, which had granted U.S. distribution
rights for WinRho® SDF to Baxter since March 2005. We
took over distribution of the product on June 1, 2010
through our sales force at Cangene bioPharma. To
support this change we hired 18 additional product
specialists.

On May 27, 2010, we announced that a new Normal
Course Issuer Bid (the “2010 Bid”) had been accepted by
the Toronto Stock Exchange. Under the 2010 Bid, we
may purchase for cancellation up to, but not more than,
1,500,000 of our common shares, representing 2.2% of
the outstanding common shares on May 25, 2010. As at
May 25, 2010, the total number of issued and outstanding
common shares was 68,246,870. The average daily
trading volume for the six months preceding May 25, 2010
was 46,929 common shares. Except for block purchases,
the daily repurchase restriction during the course of the
2010 Bid is 11,732 common shares, that being 25% of the
average daily trading volume. The 2010 Bid commenced
June 1, 2010 and expires on May 31, 2011. Purchases
will be made through the facilities of the Toronto Stock
Exchange at prevailing market prices; any of our common
shares purchased under the 2010 Bid will be cancelled.
Our Board of Directors believes that purchases under this
Normal Course Issuer Bid constitute a desirable use of
funds on the basis that recent market prices of our
common shares do not fully reflect their value. During the
past 12 months, we have purchased a total of 1,219,400
common shares at a weighted-average price of $5.30
pursuant to the 2009 Bid.

RESULTS OF OPERATIONS

Consolidated revenues

Total revenues for the quarter ended April 30, 2010 were
$41.1 million, compared with $67.3 million in the same
quarter of the prior year, a decrease of 39%. Our
revenues have decreased in the current quarter largely
due to reduced deliveries on our BAT and AIG stockpiling
contracts. These contracts generated a total of

$25.0 million of revenue in the current quarter, compared
with $47.2 million in the same quarter of the prior year, a
decline of $22.2 million. This decrease was largely due to
the revised delivery schedule on our BAT contract under
our new agreement with BARDA.
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Revenues were also affected by decreased biopharmaceutical product sales, which dropped by $3.3 million in the current
quarter compared with the prior-year quarter. This decrease was primarily due to lower WinRho® SDF sales.

Total revenues for the nine months ended April 30, 2010 were $124.7 million, compared with $154.1 million for the same
period of the prior year, a decrease of 19%. The lower revenues for the first nine months of 2010 are due to a combination of
factors. First, revenues on the BAT and AIG stockpiling contracts have decreased by $11.5 million, largely due to reduced
revenue on the development components of the contracts, as product revenues have remained relatively stable on a year-to-
date basis. Second, revenues related to WinRho® SDF have decreased by $10.4 million from the same period of the prior
year, due to the prior-year period including a non-recurring US$3.0-million contractual milestone payment from Baxter in
addition to lower revenues in all markets outside of Canada in the current year. Third, the year-earlier period included

$5.2 million in R&D revenues from Apotex for which there was no corresponding revenue in the current nine-month period, as
a result of the conclusion of previous R&D contracts.

We manage our business and evaluate performance based on two operating segments: biopharmaceutical operations and

contract services.

Biopharmaceutical operations

Product-sales revenues in the biopharmaceutical operations segment consist of sales of approved products. During
fiscal 2009, revenues in this segment included R&D-services revenues from joint-development agreements with Apotex.
Royalty revenues are received from Apotex based on its sales of a drug called Ferriprox® (deferiprone) that it

manufactures and markets.

Quarter ended

Quarter ended

in thousands of Canadian dollars April 30, 2010 April 30, 2009
Product R&D Product R&D
sales services Royalties Total sales  services Royalties Total
Revenues $ 9,061 $ — $ 1,783 $ 10,834 $12,399 $ 36 $ 3,184 $ 15,619
Gross
profit $ 2,858 $ — $ 1,783 $ 4,641 $ 6,909 $ 61 $ 3,184 $ 10,154
Gross
margin 32% — 100% 43% 56% 169% 100% 65%
Nine months ended Nine months ended
in thousands of Canadian dollars April 30, 2010 April 30, 2009
Product R&D Product R&D
sales services Royalties Total sales  services Royalties Total
Revenues $30,916 $ — $ 5,888 $ 36,804 $39,353 $ 5,190 $ 7,266 $ 51,809
Gross
profit $ 16,858 $ — $ 5,888 $ 22,746 $28,757 $ 1,975 $ 7,266 $ 37,998
Gross
margin 55% — 100% 62% 73% 38% 100% 73%

In the current quarter, sales of WinRho® SDF have
decreased by $3.1 million due to lower sales in all markets
except Canada. A combination of factors may be affecting
sales of WinRho® SDF. These include increased price
competition from IGIV products, which overlap

WinRho® SDF’s market, and the modifications to product
labelling that require additional post-dosing monitoring of
patients. Even though we are only paying a royalty rather
than sharing revenues, HepaGam B® sales have decreased
by $0.2 million from the same quarter of the prior year as
sales and marketing activities transition in-house.

For the nine-month period ended April 30, 2010, revenues
for WinRho® SDF in the U.S. decreased by $11.5 million.
However, the comparative period in 2009 included the
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US$3.0-million contractual milestone payment from
Baxter. WinRho® SDF sales in Canada have increased
moderately, while sales in Europe and the rest of the world
have declined by approximately $4.9 million compared
with the first nine months of 2009. We opted to exit the
European WinRho® SDF market at the end of fiscal 2009.
Year-to-date sales of WinRho® SDF may also reflect the
combination of factors discussed above. HepaGam B®
sales in Canada and the U.S. increased by $1.8 million in
the first nine months of 2010 compared with the same
period of the prior year, as it gained market share and,
effective November 1, 2009, we are now only paying a
royalty rather than sharing revenues with Apotex.

AIG = Anthrax immune globulin  BAT = Botulism antitoxin HepaGam B® = Hepatitis B immune globulin VariZIG™ = Varicella zoster immune globulin VIG= Vaccinia immune globulin  SNS = U.S. Strategic National Stockpile
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BARDA = The Biomedical Advanced Research and Development Authority within HHS = ARS=acute radiation syndrome CDC = U.S. Centers for Disease Control and Prevention



Gross margin on product sales in the current quarter has decreased by 24 percentage points from the comparable quarter last
year, due to plasma centre start-up costs and unabsorbed overhead resulting from excess production capacity. In addition, a

significant component of the margin decrease in this segment is due to a decline in the market price for source plasma, which

is being used in the development of our IGIV. If this market price recovers, gross margins would be improved.

Gross margin on product sales in the first nine months of 2010 has decreased by 18 percentage points from the comparable
period last year. While this is partially attributable to the US$3.0-million contractual milestone payment from Baxter that was
received in the first quarter of 2009, the decrease in gross margin is due mainly to plasma centre start-up costs, unabsorbed
overhead resulting from excess production capacity, the effects of inventory provisions and the compensation costs of long-
term incentive plans. In addition, a significant component of the margin decrease in this segment is due to a decline in the
market price for source plasma, which is being used in the development of our IGIV. If this market price recovers, gross
margins would be improved.

We are no longer receiving R&D-services revenues in this segment as work on our joint-development agreements with
Apotex, that included Accretropin = and Leucotropin®, came to a close in 2009.

The decreases in royalty revenue in the current quarter and nine-month periods are due to a decreased royalty rate on
sales of Ferriprox®, the drug manufactured and marketed by Apotex, for which we receive 37.5% of net profits for
periods in fiscal 2010 and received 50% of net profits for periods in fiscal 2009. While sales of Ferriprox® were also
lower in the current quarter, the decreased royalty rate was partially offset by higher sales of Ferriprox® in the current
nine-month period.

These royalty revenues will continue to be phased out over the next two fiscal years—continuing at 37.5% for the
remainder of fiscal 2010, reducing to 18.75% for fiscal 2011 and concluding at the end of 2011.

Contract services

Product-services revenue in the contract-services segment comprises third-party contract-manufacturing revenues at
Cangene’s Winnipeg facilities as well as at Cangene bioPharma. R&D-services revenues in this segment are derived
from contract-R&D activities for third parties including government and non-government customers.

Quarter ended Quarter ended
in thousands of Canadian dollars April 30, 2010 April 30, 2009
Product R&D Product R&D
services services Total services services Total
Revenues $ 24,611 $ 5,677 $ 30,288 $ 38,042 $ 13,685 $ 51,727
Gross profit $ 8,834 $ 1,690 $ 10,524 $17,691 $ 3,279 $ 20,970
Gross margin 36% 30% 35% 47% 24% 41%
Nine months ended Nine months ended
in thousands of Canadian dollars April 30, 2010 April 30, 2009
Product R&D Product R&D
services services Total services services Total
Revenues $ 70,263 $ 17,623 $ 87,886 $ 67,185 $ 35,119 $102,304
Gross profit $ 26,218 $ 4,316 $ 30,534 $ 29,925 $ 9,518 $ 39,443
Gross margin 37% 24% 35% 45% 27% 39%
Our lower product-services revenues in the third quarter Our higher product-services revenues in the first nine
of 2010 resulted from product deliveries of $19.3 million months of 2010 resulted largely from a $2.5-million sale
on our BAT and AIG stockpiling contracts, in of VIG plasma to the CDC. Product-services revenues
comparison with $34.7 million in the same quarter of on the BAT and AIG stockpiling contracts have
the prior year. This decrease was partially offset by remained relatively stable on a year-to-date basis
increased contract-manufacturing revenue at our compared with the prior year.
Cangene bioPharma subsidiary in Baltimore.
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Gross profit on product-services revenues decreased in
absolute dollars and the gross margin declined from
47% in the third quarter of 2009 to 36% in the third
quarter of 2010. Our lower gross margin is primarily
due to increased provisions for excess plasma
inventory related to the government contracts. There is
a possibility that some or all of these inventory
provisions may be reversed in future periods if we are
able to enter into agreements to sell additional doses of
VIG, BAT or AIG, or to sell the plasma itself.

In the first nine months of 2010, gross profit on product-
services revenues decreased in absolute dollars and
the gross margin declined from 45% in the first nine
months of 2009 to 37% in the current period. The lower
gross margin is due partially to the inclusion of the
lower margin sale of VIG plasma in the first nine
months of 2010, as well as increased provisions taken
against excess plasma inventory related to the
government contracts. There is a possibility that some
or all of these inventory provisions may be reversed in
future periods if we are able to enter into agreements to
sell additional doses of VIG, BAT or AIG, or to sell the
plasma itself.

In R&D services, the BAT and AIG stockpiling contracts
contributed $5.7 million in revenues in the third quarter
of 2010 and $17.3 million in the year-to-date. The
same contracts contributed $12.5 million in the third
quarter of 2009 and $28.5 million in first nine months of
2009. The recognition of revenue related to
development activity on the stockpiling contracts varies
with the level of activity. We did not conduct any other
significant third-party contract-R&D work in our
Canadian operations during the current quarter or year-
to-date.

Gross profit on R&D-services revenues in this segment
declined in comparison with the same quarter and year-
to-date period of the prior year. Gross margin declined
slightly on a year-to-date basis, although it was
improved in the current quarter compared with the third
quarter of 2009. The reduced margins year-to-date are
a result of additional R&D expenses incurred related to
an alternative method of donor antibody stimulation that
may benefit future contracts or contract options, and an
increased allocation of overhead expenses as overall
R&D-services activity has declined. We continue to
perform well on the BAT and AIG biodefence stockpiling
contracts. Some components of the work generate
scientific research and experimental development tax
credits (“SR&ED”), which improves margins.

In addition to revenues and expenses recognized to
date, we also have costs in inventory related to the
stockpiling contracts. These costs can be expensed
and the related revenue recognized when revenue
recognition criteria are met. At April 30, 2010, we had
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recorded costs of $55.0 million related to these two

contracts as follows:

e Raw materials of $18.6 million, Work in process —
product costs of $29.0 million, Work in process —
manufacturing process development costs of
$3.4 million, Work in process — development costs of
$1.3 million and Finished goods of $1.6 million
recorded in Inventories and contracts in progress;

¢ Insurance of $0.9 million recorded in Prepaid
expenses; and

e Insurance of $0.2 million recorded in Other assets.

We anticipate that contract-services revenues will
continue to fluctuate in the future, depending on varying
levels of activity related to existing U.S. government
contracts and our success in obtaining new R&D or
manufacturing contracts with the U.S. government or
other parties.

Independent R&D

Independent R&D expenses, from which no related
revenue is derived, were $2.6 million in the third quarter
of 2010, compared with $4.1 million in the same quarter
of the prior year. In the third quarter of 2010, our
efforts were primarily focused on developing IGIV, and
to a lesser extent on HepaGam B® and monoclonal
antibody development aimed at a number of diseases.
The prior-year quarter included expenses related to our
PEP 35 project, as well as development of IGIV, an
anti-Ebola/Marburg product and HepaGam B®. We
have suspended the development of PEP 35 and are
currently exploring market opportunities for the
intellectual property established to date.

Independent R&D expenses, from which no related
revenue is derived, were $8.8 million in the first nine
months of 2010, compared with $8.1 million in the same
period of the prior year. In the first nine months of
2010, our efforts were primarily focused on developing
IGIV, and to a lesser extent on HepaGam B®, PEP 35
and monoclonal antibody development. The prior-year
period included expenses related to PEP 35, as well as
IGIV, an anti-Ebola/Marburg product and HepaGam B®.
We expect investment in independent R&D may
increase significantly as development activities related
to IGIV continue.

We continue to conduct independent research in
several related biopharmaceutical fields, ranging from
expanding applications of hyperimmunes to innovative
research into entirely new therapies.

Selling, general and administrative expense
(“SG&A")

Total SG&A expense in the third quarter of 2010
decreased to $5.7 million from $6.5 million in the same
quarter of the prior year. SG&A expense consists
primarily of salaries and benefits for administrative
departments such as human resources, accounting,
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marketing and business development. Other significant
components of SG&A include consulting, legal and
accounting fees, directors’ fees and deferred share
units (“DSUs”), and an allocation of facility overhead
expenses. The primary reason for the decrease in
SG&A is a recovery of incentive plan expense of

$1.0 million in comparison to an expense of $0.2 million
in the comparative quarter. In addition, there was a
reduction in bonus accruals of $0.5 million, and external
legal fees and consulting costs have also declined
compared with the same quarter of the prior year.
SG&A costs related to our new U.S. sales force at
Cangene bioPharma were $2.3 million in the quarter.
These costs include advertising and promotion, salaries
and benefits, consulting, training, and travel.

Total SG&A expense in the first nine months of 2010
increased to $18.2 million from $17.4 million in the
same period of the prior year. The primary reason for
the increase in SG&A is the costs associated with the
set-up of our new U.S. sales force at Cangene
bioPharma as described above. SG&A costs incurred
in the new Cangene bioPharma sales division
amounted to $3.6 million for the year-to-date period
ended April 30, 2010. Partially offsetting the increased
expenses for the new sales division were decreases in
several other areas of SG&A, including external legal
fees and consulting expenses.

The expenses for the long-term incentive plans
(Phantom-stock Incentive Plan or PSIP, Restricted
Share Unit or RSU plan and DSU plan) are all
calculated based on the 90-day weighted-average
share price, the number of units outstanding and the
vesting of the units over time using a graded vesting
table. The expenses for the RSU Plan and PSIP are
allocated consistent with the salaries of the related
employees among SG&A, cost of sales, inventory, and
research and development. While the incentive plan
liability has increased by $2.6 million since July 31,
2009, the amount charged to SG&A expense is a
recovery of $1.0 million for the quarter ended

April 30, 2010 and an expense of $1.1 million for the
nine months ended April 30, 2010. This compares with
expenses of $0.2 million for the comparable quarter and
$0.3 million for the comparable year-to-date period of
the prior year when only the PSIP was in place. The
DSU expense all relates to the Board of Directors and
is therefore charged entirely to SG&A, consistent with
the treatment of directors' fees. This expense
amounted to $0.1 million for the current quarter and
$0.2 million for the nine months ended April 30, 2010.
There was no DSU expense in the prior year as the
plan did not yet exist.

Amortization

For the quarter ended April 30, 2010, amortization
expense increased to $4.2 million from $3.2 million in
the prior-year comparative quarter. This expense
includes amortization of property, plant and equipment
as well as finite-life intangible assets. The primary
reason for the increase is a $0.6-million amortization
expense for the commercialization rights intangible
asset, which was effective November 1, 2009 and will
continue through June 2016.

Similarly, for the nine months ended April 30, 2010,
amortization increased to $11.3 million from $9.5 million
in the prior-year comparative period. The primary
reason for this increase is a $1.2-million amortization
expense for the commercialization rights intangible
asset as described above.

Income taxes

For the quarter ended April 30, 2010, there was an
income tax recovery of $0.9 million. In the same
quarter of the prior year there was an income tax
expense of $6.4 million. The primary reason for the
decrease in taxes in the current quarter is lower taxable
income and the recognition of previously unrecognized
state future tax assets.

On a year-to-date basis, the income tax expense of
$1.3 million is decreased from $15.8 million in the prior
year, primarily due to a decrease in taxable income.
The effective tax rate for the year-to-date of 12% is
lower than our statutory rate of 30% due to the
recognition of previously unrecognized state future tax
assets, and a reduction in the provision for certain
items in prior years that have now become statute
barred.

Net income (loss)

The net loss of $0.3 million for the third quarter of 2010
is significantly lower than the net income of $11.3 million
in the same quarter of the prior year. The lower net
income is due to reduced revenues as well as lower
gross margins. Lower gross margins have resulted
largely from excess production capacity, a decline in
the market value of source plasma inventories and
plasma centre start-up costs. In addition, the current
quarter net income was adversely affected by a
$4.0-million foreign-exchange loss.

Net income of $9.1 million for the first nine months of
2010 is 76% lower than the $38.0 million in the same
period of the prior year. The lower net income is due to
two primary factors. First, the comparative period of
the prior year included $58.7 million in gross profit on
product sales, while the current nine-month period only
included $43.1 million in gross profit on product sales.
This was largely due to reduced revenues, but also a
lower gross margin on product sales of 43% in the
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current period, compared with 55% in the prior year. The lower gross margin in the current nine-month period resulted
from the same factors as those discussed above, along with inventory provisions. Second, the comparative period from
2009 also included an $11.3-million foreign-exchange gain, while there was a $4.7-million foreign-exchange loss in the
same period of 2010. Other less significant factors contributing to the lower net income in the current period include
slightly higher independent R&D expenditures, SG&A and amortization.

Basic and diluted earnings (loss) per share
For the current quarter and year-to-date, our lower basic and diluted earnings per share reflect the decreased net
income, as discussed above.

SUMMARY OF QUARTERLY RESULTS

Quarters ended

in thousands of April 30, January 31, October 31, July 31, April 30, January 31, October 31, July 31,
Canadian dollars except 2010 2010 2009 2009 2009 2009 2008 2008
per-share data (Q3 2010) (Q22010) (Q12010) (Q42009) (Q32009) (Q2 2009) (Q12009) (Q4 2008)
Revenues $ 41,122 $ 41536 $ 42,032 $ 84,638 $ 67,346 $ 34,543 $ 52,224 $ 63,114
R&D expensel 6,557 5,774 9,730 12,487 14,479 10,064 12,402 15,943
Net income (loss) (326) 4,066 5,320 22,537 11,252 5,588 21,135 18,658
Earnings (loss) per

share

Basic and diluted $ (0.00) $ 0.06 $ 0.08 $ 033 $ 0.16 $ 0.08 $ 0.30 $ 0.27

1. Includes R&D expenditures, net of investment tax credits, classified as either cost of sales — R&D services or independent R&D.

Revenues over the past eight quarters have fluctuated,
primarily in response to the timing of deliveries under
stockpiling contracts.

In 2008, revenues in the fourth quarter had increased
dramatically compared with earlier quarters, due to
delivery of a significant number of doses of BAT, a smaller
AIG delivery, and ongoing licensure and development
activities on the stockpiling contracts.

Revenues remained high in the first quarter of fiscal 2009
due to continued activity and further deliveries on the
stockpiling contracts. Revenues declined in the second
quarter of 2009 as no product deliveries were made under
the stockpiling contracts during the quarter. The third
quarter of 2009 includes revenue related to two BAT
shipments and one AIG shipment. The fourth quarter of
2009 saw us reach the highest quarterly revenue in our
history, primarily due to $40.3 million in deliveries of BAT
and $16.3 million in deliveries of AIG in the quarter,
combined with ongoing development work on the
products.

The first quarter of 2010 saw our revenues decrease due
to a combination of factors, primarily lower revenues on
the BAT and AIG contracts, as there was only one BAT
product delivery in the quarter. Reduced revenues related
to WinRho® SDF also affected the quarter. Revenues
decreased moderately in the second and third quarters of
2010 as product delivery revenues on AIG and BAT for the
year to date remained stable, while the other R&D-
services and commercial product revenues decreased.
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R&D expense has fluctuated over the last two years with
varying levels of activity on independent R&D, Apotex
joint-development agreements and other third-party R&D
contracts. Certain manufacturing process development
costs that were incurred from 2008 to 2009 on the BAT
and AIG contracts were capitalized in inventories and
contracts in progress, and are expensed as product is
delivered. The fourth quarter of fiscal 2008 included
significant R&D expenses associated with the stockpiling
contracts. The second quarter of fiscal 2009 saw
somewhat lower R&D expenses overall; however, it
included a larger percentage of independent R&D
expenses on Cangene products as compared to other
preceding quarters. The third and fourth quarters of fiscal
2009 contained higher R&D expenses related to our
independent research as well as the stockpiling contracts.
Due to the fact that we are no longer working on joint-
development projects with Apotex, there was less R&D-
services activity and therefore less R&D-services cost of
sales included in the R&D expense in the first three
quarters of 2010. Decreased R&D activity on government
contracts during the second and third quarters of 2010
also resulted in lower R&D expense.

Earnings per share over the two-year period reflects the
fluctuations in net income as well as the recent decreases
in the number of shares outstanding due to the Normal
Course Issuer Bids, which have resulted in the
cancellation of 2,258,300 of our common shares to

April 30, 2010.
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LIQUIDITY & CAPITAL RESOURCES

Operating activities

Cash of $17.3 million was provided by operating
activities during the third quarter of 2010, compared
with $2.9 million used in operating activities during the
same quarter of the prior year. The change was
primarily due to the positive net change in non-cash
working capital balances and other assets related to
operations in the current quarter compared with the
third quarter of 2009, but was partially offset by the
$11.6-million decrease from the net income in the
comparative quarter to the loss position in the current
quarter. Net change in non-cash working capital
balances and other assets related to operations is
$15.1 million for the quarter. Lower working capital
levels at April 30, 2010 resulted primarily from
decreased inventories and contracts in progress, and
decreased accounts receivable. By comparison, the
third quarter of 2009 included significant increases in
accounts receivable, and inventories and contracts in
progress, partially offset by higher accounts payable
and accrued liabilities.

During the first nine months of 2010, cash of

$7.1 million was provided by operating activities,
compared with $1.0 million used in operating activities
during the same period of the prior year. The change
was primarily due to a smaller increase in net non-cash
working capital balances and other assets related to
operations, partially offset by lower net income in the
current period. In the first nine months of 2010, there
has been a $7.9-million increase in income and other
taxes recoverable, as well as significant reductions in
accounts payable and accrued liabilities, and income
and other taxes payable. These factors have
contributed to a $15.6-million decrease in cash related
to the net change in non-cash working capital balances
and other assets related to operations. In the prior
year-to-date, the significantly higher net income was
offset by a $37.6-million increase in inventories and
contracts in progress, primarily due to activities on the
U.S. government stockpiling contracts.

Financing activities

In the third quarter of 2010, cash of $0.9 million was
used in financing activities to repurchase shares for
cancellation under a Normal Course Issuer Bid. In the
prior-year third quarter, $0.4 million was used in
financing activities, also due to the repurchase of
shares for cancellation under a Normal Course Issuer
Bid.

In the first nine months of 2010, cash of $2.6 million
was used in financing activities to repurchase shares
for cancellation under a Normal Course Issuer Bid. In
the prior-year comparison period, $2.9 million was used
in financing activities, also due to the repurchase of
shares for cancellation under Normal Course Issuer
Bids.

Equity
The following table provides a continuity of the common
shares issued and outstanding:

: i Number of Share
in thousands of Canadian dollars .
except share-related data shares capital

As at July 31, 2009 68,736,770 $ 65,655
Shares cancelled under

Normal Course Issuer Bid (102,800) (98)

As at October 31, 2009
Shares cancelled under
Normal Course Issuer Bid

68,633,970 $ 65,557

(210,300) (201)

As at January 31, 2010
Shares cancelled under
Normal Course Issuer Bid

68,423,670 $ 65,356

(176,800) (169)

As at April 30, 2010 68,246,870 $ 65,187

At April 30, 2010, 2.7 million [July 31, 2009 —

2.4 million] options remained available to be granted
under a stock option plan. Although we have not
recently granted any stock options under the plan, it
remains in effect until all outstanding options expire, or
are exercised, forfeited or cancelled.

We anticipate that employees and directors would
continue to exercise options in the future if exercise
prices are less than the market price of the common
shares.

Debt

We have available a $20.0-million operating line of
credit with a bank. As at April 30, 2010 and

July 31, 2009, there was $Nil outstanding on the
operating line.

Investing activities

Cash used in investing activities in the third quarter of
2010 increased to $12.3 million from $3.0 million in the
same quarter of the prior year, due mainly to the cost of
acquiring a building at 137 Innovation Drive in
Winnipeg, Manitoba with a purchase price of

$7.2 million, and significant renovations made to that
building. The building is the site of Cangene Plasma
Resources Winnipeg's plasma-collection facility, as well
as corporate administrative departments. In addition,
we are constructing a new warehouse for storage of
commercial product at Cangene bioPharma in
Baltimore, Maryland, as well as upgrading utilities and
installing a new freeze-dryer there.

Cash used in investing activities in the first nine months
of 2010 increased to $25.7 million from $8.9 million in
the same period of the prior year, due mainly to three
factors. First, the acquisition of 137 Innovation Drive
for $7.2 million and subsequent renovations, and
second, the $7.5 million that was paid during the first
quarter of 2010 to Apotex for the acquisition of
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intangible assets related to the U.S. commercialization
rights for HepaGam B® (see RELATED-PARTY
TRANSACTIONS). The third factor is the activity noted
above related to Cangene bioPharma in Baltimore,
Maryland.

Liquidity & capital resources summary

Our ability to generate cash from operating activities,
including product sales and contract services, as well
as our ability to obtain debt financing from our bank, are
expected to provide sufficient liquidity to meet
anticipated needs of existing projects, including the
U.S. government stockpiling contracts for BAT and AlG,
absent the occurrence of any unforeseen events. We
also anticipate that we could raise further new equity or
obtain debt financing if and when new capital is
required to fund growth and when a market opportunity
exists.

RELATED-PARTY TRANSACTIONS

We had agreements with Apotex to support the
development of certain recombinant biopharmaceutical
products. In addition, we receive royalties from Apotex
on its sales of Ferriprox®. Effective April 13, 2009, we
signed a new agreement with Apotex under which we
acquired rights to the recombinant products, and
royalties on Ferriprox® have changed.

We also had a distribution agreement with Apotex Corp.
for it to market and distribute HepaGam B® in the U.S.
On October 16, 2009, our Board of Directors approved an
agreement, under which we acquired the U.S.
commercialization rights to HepaGam B®. Per the
agreement, we paid Apotex $7.5 million in the first

quarter of 2010. In addition, we will pay royalties on net
U.S. HepaGam B® sales occurring through June 2016.
The effective date of this transfer of rights was

November 1, 2009. Our independent directors approved
this new agreement after having determined that it is fair
to Cangene and our shareholders. The $7.5 million has
been recorded in intangible assets at January 31, 2010,
along with the present value of the estimated future royalty
stream on U.S. sales of HepaGam B® through June 2016,
of $7.4 million. The total commercialization rights
intangible asset is $14.9 million, which, less amortization
of $1.1 million, results in a net book value of $13.8 million
at April 30, 2010.

In the quarter ended April 30, 2010, we earned
revenues from Apotex of $2.0 million, a decrease from
the $6.1 million earned during the same quarter in the
prior year. The decrease is due to the fact that the
current quarter includes only the royalty revenue on
Ferriprox® sales, while the comparative period also
included HepaGam B® sales and revenues on joint
research projects. At April 30, 2010, $2.0 million was
included in accounts receivable from these related-
party transactions, compared with $5.1 million at

July 31, 2009.
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During the nine months ended April 30, 2010, we recorded
revenues from Apotex of $7.9 million compared with

$19.3 million in the same period of the prior year. The
decrease is due to the prior period including revenues on
joint research projects and nine months of HepaGam B®
sales.

During the quarter ended April 30, 2010, we recorded
expenses payable to Apotex of $0.1 million for transition
services and $0.2 million for royalties payable related to
net sales of HepaGam B®. During the nine months ended
April 30, 2010, we recorded expenses payable to Apotex
of $0.7 million for transition services and $0.5 million for
royalties payable related to net sales of HepaGam B®. At
April 30, 2010, $0.2 million is recorded in accounts
payable and accrued liabilities owing to Apotex. There
were no comparative balances related to the royalties in
the prior-year periods as the agreement became effective
November 1, 2009.

Related-party transactions are recorded at their
exchange amount.

CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements that present
fairly the financial position, financial condition and
results of operations in accordance with Canadian
GAAP requires that we make estimates and
assumptions that affect the reported amounts of assets
and liabilities, the disclosure of contingent assets and
liabilities at the balance sheet date, and reported
amounts of revenues and expenses during the reporting
period. Actual results could differ materially from these
estimates. The following is a summary of critical
accounting estimates and assumptions that we believe
could materially impact our reported financial position,
financial condition or results of operations.

Future benefit of deductible temporary differences
In accordance with Canadian Institute of Chartered
Accountants (“CICA”") Handbook Section 3465 — Income
Taxes, we should only recognize the future benefit of
deductible temporary differences where it is more likely
than not that sufficient future taxable income can be
generated in order to fully utilize such losses and
deductions. We are required to make significant
estimates and assumptions regarding future revenues
and earnings, and our ability to implement certain tax
planning strategies in order to assess the likelihood of
utilizing such losses and deductions. These estimates
and assumptions are subject to significant uncertainty
and if changed, could materially affect the assessment
of our ability to fully realize the benefit of the future
income tax assets. Future tax asset balances would be
reduced and additional income tax expense recorded in
the applicable accounting period in the event that
circumstances change and, based on revised estimates
and assumptions, we determined that it was no longer
more likely than not that those future tax assets would
be fully realized.
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As at April 30, 2010, we have recorded a future income
tax asset of $9.0 million representing the benefit of non-
deductible inventory and other reserves in the
Canadian and U.S. operations, differences between the
net book value of capital assets and the related tax
costs in the U.S. operations, and the recognition of
previously unrecognized state future tax assets
primarily relating to Maryland state losses available for
carryforward. In addition, we have recorded $3.4 million
in other assets representing intercompany profits taxed
at the legal entity level, but not yet realized on a
consolidated basis. Unrecognized temporary
differences relating to the impairment of the viral-
vaccine-filling facility at our Cangene bioPharma
subsidiary, which were recorded in 2005, total

$18.0 million and have a potential future tax value of
approximately $6.2 million.

Goodwill valuation and impairment

No significant changes to assumptions or estimates used
to evaluate goodwill occurred during the current periods
and, based on the annual evaluation of goodwill as
described in the MD&A section of our 2009 annual report,
no impairment was recorded in the current periods.

Revenue recognition — biopharmaceutical product
sales

There has been no change to our revenue recognition
policy with respect to biopharmaceutical product sales
during the current periods. The policy is described in
detail in the MD&A section of our 2009 annual report.

ACCOUNTING CHANGES, INCLUDING INITIAL
ADOPTION OF ACCOUNTING POLICIES

The preparation of financial statements that are fairly
presented in accordance with Canadian GAAP requires
that we adopt, select and apply appropriate accounting
policies and principles, particularly where alternatives
exist within GAAP.

Initial adoption of accounting policy
During the first quarter of fiscal 2010, we initially
adopted the following new CICA Handbook standard:

CICA 3064 — Goodwill and Intangible Assets:

This Section provides guidance on the recognition,
measurement, presentation and disclosure for goodwiill
and intangible assets, other than the initial recognition of
goodwill or intangible assets acquired in a business
combination. It revises the requirement for recognition,
measurement, presentation and disclosure of intangible
assets. Adoption of Section 3064 did not have a
significant impact on our consolidated financial
statements. The primary change is a modification of our
accounting policy for patent costs. Prior to the adoption of
CICA 3064, we expensed the majority of patent costs
incurred. With the adoption of CICA 3064, patent costs
that meet the applicable criteria in Section 3064 can be
capitalized and amortized over their estimated useful lives.
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In addition, adoption of Section 3064 resulted in the
reclassification of software that is not an integral part of
the related hardware with a net book value of $1.8 million
at April 30, 2010 (July 31, 2009 — $2.0 million) from
property, plant and equipment to intangible assets.

INTERNATIONAL FINANCIAL REPORTING
STANDARDS

In February 2008, the Canadian Accounting Standards
Board confirmed that International Financial Reporting
Standards (“IFRS") will replace Canadian GAAP for
publicly accountable enterprises for fiscal years beginning
on and after January 1, 2011, which for Cangene will be
August 1, 2011. We are planning and preparing for the
coming changes in financial reporting.

The primary phases of our implementation plan and key
areas where significant changes in accounting policies are
required or are being considered are outlined in the MD&A
section of our 2009 annual report.

We have completed the initial Scoping and Diagnostics
phase of our implementation plan and we are nearing
completion of the Impact Analysis, Evaluation and Design
phase. We are considering early adoption, which would
be preferable if we determine that a listing on a U.S.
securities exchange is desirable. We have engaged a
third-party consultant to assist with the scoping and
execution of an accelerated conversion timeline should we
decide to apply to the Ontario Securities Commission for
early adoption.

In our Impact Analysis, Evaluation and Design phase we
have determined that many of the differences between the
reporting standards are not expected to have a material
impact on our operations or financial position. However,
we have identified the following four accounting areas as
being expected to have high or moderate significance:

IFRS 1 — First-time Adoption of International Financial
Reporting Standards:

Most adjustments required on transition to IFRS will be
made retrospectively against opening retained earnings at
the date of the first comparative balance sheet.
Transitional adjustments relating to those standards where
comparative figures are not required to be restated will
only be made as of the first day of the fiscal year of
adoption.

IFRS 1 provides entities adopting IFRS for the first time
with a number of optional exemptions and mandatory
exceptions to the general requirement for full retrospective
application of IFRS. We are analyzing the various
accounting policy options available and will implement
those we determine to be most appropriate for our specific
circumstances. We have made preliminary conclusions
regarding these options but they will be subject to ongoing
assessment during the transition year.
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Our current intentions are as follows:

e Business Combinations — an exemption is available
within IFRS 1 that allows an entity to carry forward its
previous GAAP accounting for business combinations
prior to the transition date. The exemption is optional
and can be applied to any business combination
transaction prior to the transition date. However,
should an entity choose to adjust a prior business
combination to comply with IFRS, all business
combinations subsequent to the date of the adjusted
transaction must also be retrospectively adjusted. We
intend to apply this exemption to all acquisitions.

e Share-based payment transactions — this exemption
allows first-time adopters to not apply IFRS 2 —
Share-based Payments to equity instruments that
were granted prior to November 7, 2002. It also
allows the first-time adopter to not apply IFRS 2 to
equity instruments granted after November 7, 2002
that vested before transition to IFRS. We intend to
apply this exemption to the extent possible.

e Fair value or revaluation as deemed cost — this
exemption allows an entity to revalue Property, Plant
and Equipment at fair value at the transition date and
use this fair value as the deemed transition cost. This
election applies to individual assets. We do not
intend to apply this exemption.

e  Cumulative translation differences — this exemption
allows cumulative translation to be deemed zero at
transition. We intend to apply this exemption to the
extent possible.

e Borrowing costs — this exemption allows an entity to
adopt IAS 23 — Borrowing costs prospectively for
projects for which the capitalization commencement
date is after the transition date. We intend to apply
this exemption to the extent possible.

IFRS 2 — Share-based Payments:

Under Canadian GAAP, we account for our cash-settled
Phantom-stock Incentive Plan (“PSIP”), Restricted Share
Unit Plan (“RSU”) and Deferred Share Unit Plan (“DSU”)
based on their intrinsic values. Under IFRS, we will be
required to account for the share-based payments liability
at fair value using an option pricing model. We are
continuing to finalize the transition adjustment related to
such plans; however, preliminary estimates indicate that if
we were to early adopt, there would be an increase of our
liability at July 31, 2009 of approximately $1.0 million.

IAS 21 — The Effects of Changes in Foreign-exchange
Rates:

In accordance with Canadian GAAP, we have determined
that Cangene’s functional and reporting currency is
Canadian dollars, and that our U.S. subsidiaries are

integrated foreign operations. IFRS requires that the
functional currency of each entity in a consolidated group
be determined separately based on the currency of the
primary economic environment in which the entity
operates. A list of primary and secondary indicators is
used under IFRS in this determination and these differ in
content and emphasis from those factors used under
Canadian GAAP. Accordingly, for IFRS, we have initially
determined that the functional currency of the Corporation,
including our U.S. subsidiaries, will be the U.S. dollar. The
net result going forward may be a decrease in earnings
volatility that is due to foreign-exchange fluctuations as our
exposure to Canadian-dollar revenues and expenses is
significantly less than our exposure to U.S.-dollar revenue
and expenses. Furthermore, we will be required to
retrospectively apply the functional currency determination
to prior periods. Accordingly, non-monetary assets and
liabilities, including prepaid expenses; property, plant and
equipment; intangible assets; goodwill; other assets; and
deferred income will be required to be restated. We have
made our preliminary conclusions on the impact of this
change but are continuing to recalculate historical financial
information to fully quantify its impact.

IAS 36 — Impairment of Assets:

Upon adoption of IFRS, we are required to test our
goodwill for impairment in accordance with IAS 36.
Furthermore, IFRS requires us to conduct an asset-
impairment test at the date of adoption of IFRS if
indicators of impairment exist. There are several
differences that exist between current Canadian GAAP
and IFRS for impairment of non-financial assets, which
include:

e the test for non-financial asset impairment requires
the use of a discounted cash flow model, whereas
Canadian GAAP uses a two-step impairment test that
is first based on undiscounted cash flows and then
discounted cash flows;

e testing for impairment occurs at the level of cash
generating units, which is the lowest level of assets
that generate largely independent cash inflows,
whereas Canadian GAAP requires impairment tests
at the asset group level; and

e IFRS allows the reversal of previous impairment
losses, with the exception of goodwill, whereas
Canadian GAAP prohibits the reversal of non-financial
asset impairments.

We are currently evaluating our application of IAS 36 to
determine whether an impairment charge would be
recognized under IFRS.
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Future changes to IFRS

The International Accounting Standards Board (“IASB”) is
currently undertaking several projects that will result in
changes to existing IFRS standards that may affect us:

New IFRS Standard

Expected Calendar
Quarter of Issuance

Consolidations

Q4 2010 — Final Standard

Fair Value Measurement
Guidance

Q4 2010 — Final Standard

Financial Instruments —
Recognition and

Measurement Q4 2010 — Final Standard
Financial Instruments —
Impairments Q4 2010 — Final Standard

Financial Instruments —
Hedge Accounting

Q4 2010 — Final Standard

Liabilities

Q3 2010 — Final Standard

Financial Instruments with
Characteristics of Equity

Q2 2010 — Exposure Draft

Leases

Q2 2010 — Exposure Draft

Revenue Recognition

Q2 2010 — Exposure Draft

Financial Statement
Presentation

Q2 2010 — Exposure Draft

Income Taxes

Q3 2010 — Exposure Draft

Source: www.iash.org

We continue to monitor changes proposed by the IASB
and will be considering the impact any change in the
standards may have on our operations and financial
position, and the effect they may have on the our IFRS

changeover plan.

Key information technology and data-system

requirements

We have performed an initial analysis of our data-system
infrastructure and have concluded that transition to IFRS
will not require a material modification to our information

technology processes as a result of divergences we have

identified to date.

Internal controls over financial reporting, and
disclosure controls and procedures

We are in the process of identifying the impact of
divergences on our internal controls. Any significant
impacts we identify will be disclosed in future filings when

the assessment is finalized.

We are in the process of preparing a draft set of IFRS
financial statements. Part of our reason for preparing this
draft is to ascertain whether any amendments to internal
controls over financial reporting, and disclosure controls
and procedures are required. As we continue to review
the draft financial statements, we will disclose any
requisite updates to controls required.

We have not identified any change that would materially
affect, or is reasonably likely to materiality affect, our
internal controls over financial reporting and disclosure
controls and procedures other than:

IFRS 1 — First-time Adoption of International Financial
Reporting Standards:

We are considering the impact of this Standard on our
controls and procedures related to authorizing, recording
and processing journal entries related to our transition
balance sheet.

IFRS 2 — Share-based Payments:

We are considering the impact of this Standard on our
controls and procedures related to authorizing, recording
and processing of transactions related to the computation
of the share-based payment liability at transition and for
subsequent interims.

IAS 21 — The Effects of Changes in Foreign-exchange
Rates:

We are working with our information technology service
provider to develop a solution for the change in functional
currency of the Corporation to USD. We are continuing to
review available options to ensure appropriate change
management and controls are followed in the development
of a comprehensive solution. For the 2010 comparative
period, we anticipate developing manual solutions and
related controls over the computation of the change in
functional currency differences. The 2010 manual solution
and controls will be subject to senior management
oversight. We will continue to provide updates in our
subsequent Management’s Discussion and Analysis as to
any changes in controls.

IAS 36 — Impairment of Assets:

We are considering the impact of this Standard on our
controls and procedures related to authorizing, recording
and processing of transactions related to the impairment
assessments at transition and throughout the comparative
period.

Financial reporting expertise, including training
requirements

Certain members of senior management have attended
external training seminars on relevant IFRS Standards
and their potential impact. We are developing and
implementing a training plan for our Board of Directors,
Audit Committee and other employees, as appropriate.

Business activities

Throughout the Impact Analysis, Evaluation and Design
phase, we are considering business activities that may be
impacted by the conversion to IFRS. These include but
are not limited to: foreign currency exchange hedging,
debt covenant compliance, compensation arrangements,
risk-management practices, contractual business
relationships with outside parties and tax planning. So far,
we have not discovered any current or future anticipated
business activity that will be significantly impacted by the
conversion to IFRS.
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At this time, we have not completed quantifying the overall
impact that the conversion to IFRS will have on our
financial statements and key performance measures.
However, we continue to make significant progress in our
conversion to IFRS during fiscal 2010 and will disclose in
subsequent periods any financial impacts once they
become finalized, in compliance with Canadian Securities
Administrators Staff Notice 52-320 — Disclosure of
Expected Changes in Accounting Policies Relating to
Changeover to IFRS.

FINANCIAL INSTRUMENTS

Certain current assets and liabilities, which are subject
to normal trade terms, are financial instruments for
which the recorded carrying values approximate the fair
value. We are, however, exposed to financial market
risks, including foreign currency exchange rates and
interest rates on operating line of credit obligations.

Foreign currency risk

We operate internationally, and the majority of our
revenue and a significant amount of our expenditures
are denominated in U.S. dollars. Periodically, we have
entered into forward-foreign-exchange contracts to
manage foreign-exchange exposure on anticipated U.S.-
dollar sales transactions and the collection of the related
accounts receivable. At April 30, 2010, there were no
contracts outstanding.

Interest rate risk

We are exposed to interest rate risk on borrowings
under our revolving operating line of credit, which is
subject to a variable interest rate. We have entered
into U.S.—Canadian dollar currency swaps for the
purpose of lowering the interest expense associated
with the Canadian-dollar utilization of our operating line
of credit. At April 30, 2010, there were three currency
swaps outstanding as follows:

in Fair value
thousands .

of Canadian Notional _ _ at

dollars amount  Maturity date  April 30, 2010

$ 10,625 Jul 29,2010 $ (498)

5,215 Sept7, 2010 (154)

5,014 Oct 13, 2010 42

Total $ 20,854 $ (610)

The swaps are marked to market at April 30, 2010. If
the swaps are held to maturity, we will pay fixed-fee
swap costs of $0.1 million.

RISKS AND UNCERTAINTIES

We are subject to certain risks and uncertainties
inherent in the operation of our business. We attempt
to mitigate these risks through a combination of sound
risk-management practices, insurance and systems of
internal control. These risks and uncertainties have not
changed significantly since the preparation of our 2009
annual report and are discussed there in greater detail.
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Statements made in this report may pertain to
information that is not historical; these statements are
essentially forward-looking. Future results may differ
materially from past results and those that may have
been expressed or implied by any forward-looking
statements. Factors that could cause or contribute to
risks and uncertainties with respect to forward-looking
statements may be identified elsewhere in this report or
in the MD&A section of our 2009 annual report.

They include, but are not limited to:

e the loss of any significant customer could have a
material effect on our results of operations or
financial condition;

e the availability, quality and cost of raw materials,
especially the availability, cost and antibody
concentration of plasma necessary for
manufacturing hyperimmune products, affects our
business;

e asignificant decrease in the sales of WinRho® SDF
could significantly reduce revenue and earnings,
especially as we have hired a U.S. sales force that
is largely focused on WinRho® SDF;

e some of our competitors are larger, better-financed
and more mature pharmaceutical and
biotechnology companies, which are capable of
developing new treatments or vaccines that could
make our products obsolete, or legal, regulatory or
legislative strategies by these competitors could
cause additional costs or product introduction
delays;

o the difficulty of predicting the timing of regulatory
approvals or outcomes of regulatory actions, and
our ability to obtain required regulatory approvals
on a timely basis or as predicted, or the failure to
continue delivery of product as defined by certain
contracts may result in the loss of revenue or
expected revenue;

e changes in the value of the Canadian dollar relative
to foreign currencies, and in particular the U.S.
dollar;

e the number and size of new contract manufacturing
activities;
o the effects of consolidation of our customer base;

e customer and market acceptance, and demand for
new pharmaceutical products;

e the impact of competitive products, services and
pricing;

e the changing regulatory environment, including the
high cost and uncertainty associated with
maintaining compliance with the extensive
regulation in the pharmaceutical industry;
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e the progress, cost and success of clinical trials;
e our relationship with the majority shareholder;

e changes to key strategic relationships with third
parties who have marketing and/or distribution
rights to our products could negatively impact our
business;

e changes in government regulatory policies or
regulatory actions could significantly affect our
business;

e uncertainties regarding patent, intellectual and
other proprietary property protections, including
costs and resources to obtain protection or defend
against litigation; many of our technologies rely on
competitively sensitive know-how and other
information maintained as trade secrets, which may
not sufficiently protect this information and
disclosure of this information could impair our
competitive position

e exposure to litigation and contingencies with
respect to use of our products;

e achange in our ability to attract and retain key
personnel could adversely affect our business;

e regulatory requirements related to our use of
hazardous materials, chemicals and bacteria could
expose us to significant potential liabilities;

e other matters beyond the control of management
and the subjectivity inherent in any analysis
underlying our assumptions and estimates
regarding the future.
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The preceding cautionary statements, along with the
more extensive discussion in the MD&A in our 2009
annual report, should be considered in connection with
all written or oral statements, especially forward-looking
statements that are made by the Company or by
persons acting on our behalf and in conjunction with our
periodic disclosure and related filings with the securities
commissions. We undertake no obligation to publicly
make or update any forward-looking statements, except
as required by applicable law.

Scientific information that relates to unapproved
products or unapproved uses of products is preliminary
and investigative. No conclusions can or should be
drawn regarding the safety or efficacy of such products.
Only regulatory authorities can determine whether
products are safe and effective for the uses being
investigated. The discussion in this document is
intended as an investor summary and does not contain
all relevant safety information. Healthcare
professionals are directed to refer to approved labelling
and appropriate prescribing information for products
and not to rely on information discussed in investor
documents. Prescribing information or drug names
may differ in various countries.

ADDITIONAL INFORMATION

Additional information relating to Cangene Corporation,
including the most recently filed annual information
form, can be found on our website at
www.cangene.com or on SEDAR at www.sedar.com.

AIG = Anthrax immune globulin  BAT= Botulism antitoxin HepaGam B®= Hepatitis B immune globulin VariZIG™= Varicella zoster immune globulin  VIG= Vaccinia immune globulin  SNS= U.S. Strategic National Stockpile

Accretropin™= Human growth hormone  Leucotropin®= GM-CSF (a white-blood-cell-stimulating protein)

FDA= U.S. Food and Drug Administration HHS= U.S. Department of Health and Human Services
BARDA = The Biomedical Advanced Research and Development Authority within HHS ~ ARS=acute radiation syndrome



Incorporated under the laws of Ontario
Cangene Corporation

CONSOLIDATED BALANCE SHEETS (unaudited)

At At

in thousands of Canadian dollars April 30, 2010 July 31, 2009
ASSETS [note 7]
Current
Cash $ 32,531 % 56,131
Accounts receivable [note 18] 33,822 34,547
Inventories and contracts in progress [note 5] 94,154 92,430
Income and other taxes recoverable [note 4] 14,209 6,281
Future income taxes 5,515 8,231
Prepaid expenses and deposits 2,668 2,830
Total current assets 182,899 200,450
Property, plant and equipment, net 104,792 96,405
Future income taxes 3,513 —
Goodwill and intangible assets, net [note 6] 57,002 43,520
Other assets 3,689 5,460

$ 351,895 $ 345,835
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current
Accounts payable and accrued liabilities $ 23,427 $ 27,948
Income and other taxes payable 9 4,126
Current portion of deferred income 5,032 5,875
Total current liabilities 28,468 37,949
Deferred income 11,883 9,906
Royalty liability [note 8] 6,416 —
Incentive plan liabilities [notes 10b] and 10[c]] 2,692 122
Deferred share units [note 11] 161 —
Future income taxes 3,492 5,522
Total liabilities 53,112 53,499
Commitments [notes 15, 17 and 18]
Shareholders’ equity
Share capital [note 9] 65,187 65,655
Contributed surplus 3,239 3,239
Accumulated other comprehensive loss (4,467) (4,467)
Retained earnings [note 4] 234,824 227,909
Total shareholders’ equity 298,783 292,336

$ 351,895 $ 345,835

See accompanying notes
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Cangene Corporation

CONSOLIDATED STATEMENTS OF INCOME, COMPREHENSIVE INCOME

AND RETAINED EARNINGS (unaudited)

Three months Three months Nine months Nine months
in thousands of Canadian dollars except . ended . ended . ended . ended
share-related data April 30, 2010 April 30, 2009 April 30, 2010 April 30, 2009
Revenues [note 18]

Product sales and services 33,662 50,441 $ 101,179 $ 106,538
R&D services [note 13] 5,677 13,721 17,623 40,309
Royalties 1,783 3,184 5,888 7,266
41,122 67,346 124,690 154,113
Cost of sales
Product sales and services 21,970 25,841 58,103 47,856
R&D services [note 13] 3,987 10,381 13,307 28,816
25,957 36,222 71,410 76,672
Gross profit 15,165 31,124 53,280 77,441
Expenses
Independent R&D [note 13] 2,570 4,098 8,754 8,129
Selling, general and
administrative 5,701 6,529 18,167 17,358
Amortization 4,170 3,186 11,327 9,479
Interest expense (income)
Short-term (8) 3 (42) (39)
Foreign-exchange loss (gain) 4,001 (303) 4,740 (11,252)
16,434 13,513 42,947 23,675
Income (loss) before income
taxes (1,269) 17,611 10,333 53,766
Income tax expense (recovery)
Current 471 7,442 3,520 15,680
Future (1,414) (1,083) (2,247) 111
(943) 6,359 1,273 15,791
Net income (loss) and
comprehensive income for
the period (326) 11,252 9,060 37,975
Retained earnings, beginning of
period [note 4] 235,943 197,643 227,909 172,900
Purchase of common shares in
excess of average stated
capital [notes 9[b] and 9[c]] (793) (310) (2,145) (2,290)
Retained earnings, end of
period $ 234,824 % 208,585 $ 234,824 % 208,585
Basic and diluted earnings
(loss) per share [note 12] $ (0.00) $ 016 $ 013 % 0.55

See accompanying notes
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Cangene Corporation

CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)

Three months Three months Nine months Nine months
ended ended ended ended
in thousands of Canadian dollars April 30, 2010 April 30, 2009 April 30, 2010 April 30, 2009
OPERATING ACTIVITIES
Net income (loss) for the period (326) 11,252  $ 9,060 37,975
Add (deduct) items not involving cash:
Amortization of property, plant and
equipment 3,434 2,834 9,572 8,460
Amortization of intangible assets 736 352 1,755 1,019
Deferred income 96 1,653 1,134 303
Incentive plan liabilities (2,043) 434 2,570 922
Deferred share unit liability 20 — 161 —
Amortization of royalty liability [note 8] (334) — (660) —
Future income tax expense
(recovery) (1,414) (1,083) (2,247) 111
Unrealized foreign-exchange loss
(gain) 2,077 797 1,428 (309)
2,246 16,239 22,773 48,481
Net change in non-cash working
capital balances and other assets
related to operations [note 14] 15,094 (19,114) (15,632) (49,433)
Cash provided by (used in)
operating activities 17,340 (2,875) 7,141 (952)
INVESTING ACTIVITIES
Purchase of property, plant and
equipment, net (12,292) (2,875) (17,959) (8,385)
Acquisition of intangible assets (49) (128) (7,768) (556)
Cash used in investing activities (12,341) (3,003) (25,727) (8,941)
FINANCING ACTIVITIES
Shares repurchased for cancellation
[notes 9[b] and 9[c]] (900) (379) (2,613) (2,874)
Cash used in financing activities (900) (379) (2,613) (2,874)
Effect of exchange rates on cash (1,781) 18 (2,401) 2,192
Net increase (decrease) in cash
during the period 2,318 (6,239) (23,600) (10,575)
Cash, beginning of period 30,213 10,339 56,131 14,675
Cash, end of period 32,531 4,100 $ 32,531 4,100
Interest paid — 8 $ 1 54
Income taxes paid 961 6,238 $ 9,002 11,426

See accompanying notes
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1. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been
prepared by Cangene Corporation (the “Corporation” or
“Cangene”) in accordance with Canadian generally
accepted accounting principles (“GAAP”) and all
significant accounting policies have been applied on a
basis consistent with those followed in the most recent
audited annual consolidated financial statements
except for the accounting changes described below with
respect to royalty liability and expense, and those in
note 2. These unaudited consolidated financial
statements do not include all the information and notes
required by GAAP for annual financial statements and
therefore should be read in conjunction with the audited
annual consolidated financial statements and notes
included in the Corporation’s annual report for the year
ended July 31, 2009.

The preparation of the financial statements requires
management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at
the date of the financial statements and the reported
amounts of revenues and expenses during the reporting
periods presented. Actual results could differ from the
estimates.

Royalty liability and expense

The Corporation has recorded a royalty liability equal to
the present value of anticipated future royalties payable
on net sales of HepaGam B® occurring through June
2016. This liability is being amortized monthly into cost of
sales on the basis of the original present value
calculations. Concurrently, the actual royalty expense,
based on the monthly net sales of HepaGam B®, is
expensed in cost of sales. Amounts payable to Apotex for
the actual royalty expense are recorded as current
liabilities in accounts payable and accrued liabilities.

2. CHANGES IN ACCOUNTING POLICIES

Effective August 1, 2009, the Corporation adopted the
following new Canadian Institute of Chartered
Accountants (“CICA”) Handbook standard:

CICA 3064 — Goodwill and Intangible Assets:

Section 3064 revises the requirement for recognition,
measurement, presentation and disclosure of intangible
assets. Section 3064 did not have a significant impact on
the Corporation’s consolidated financial statements. The
primary change was a modification of the Corporation’s
accounting policy for patent costs. Prior to the adoption of
CICA 3064, the Company expensed the majority of patent

23

costs incurred. With the adoption of CICA 3064, patent
costs that meet the applicable criteria in Section 3064 are
capitalized and amortized over their estimated useful lives.
In addition, software that is not an integral part of the
related hardware has been reclassified from property,
plant and equipment to intangible assets. The effect of
applying the section has been a reclassification from
property, plant and equipment to intangible assets of

$1.8 million at April 30, 2010 and $2.0 million at July 31,
20009.

3. FUTURE ACCOUNTING CHANGES

Convergence with International Financial Reporting
Standards (“IFRS")

In February 2008, the Canadian Accounting Standards
Board confirmed that the use of IFRS will be required for
fiscal years beginning on and after January 1, 2011, with
appropriate comparative data from the prior year. Under
IFRS, there is significantly more disclosure required than
under Canadian GAAP. Further, while IFRS uses a
conceptual framework similar to Canadian GAAP, there
are significant differences in accounting policies that must
be addressed. While the Corporation has begun planning
and preparing for transitioning to IFRS for its fiscal year
beginning August 1, 2011, and is considering early
adoption, the financial impact of the transition to IFRS
cannot be fully estimated at this time.

The Corporation has completed the initial Scoping and
Diagnostics phase of its implementation plan and is
nearing completion of the Impact Analysis, Evaluation and
Design phase. The Corporation is considering early
adoption. Cangene has engaged a third-party consultant
to assist with the scoping and execution of an accelerated
conversion timeline should the Corporation decide to apply
to the Ontario Securities Commission for early adoption.

During its Impact Analysis, Evaluation and Design phase,
the Corporation determined that many of the differences
between the reporting standards are not expected to have
a material impact on its operations or financial position.
The Corporation has identified the following four
accounting areas as being expected to have high or
moderate significance:

¢ IFRS 1 — First-time Adoption of International Financial
Reporting Standards

¢ IFRS 2 — Share-based Payments

¢ IAS 21 — The Effects of Changes in Foreign-exchange
Rates

¢ |AS 36 — Impairment of Assets



4. INCOME TAXES

In the current period, the Company has reduced its tax provision for the quarter ended January 31, 2010 by $0.3 million. The
revised tax amount is reflected in the accompanying results at April 30, 2010 and for the nine months ended April 30, 2010,
and will be presented in future periods when comparative figures for this quarter are presented. The Company has also
reduced its tax provision for the year ended July 31, 2009 by $0.6 million. The revised tax amount is reflected in the
accompanying results at April 30, 2010 and will be presented in future periods when comparative figures for this fiscal year are
presented. After the revisions, net income and earnings per share amounts for prior periods are as follows:

in thousands of Canadian dollars except Three months ended Six months ended Year ended July 31,
share-related data January 31, 2010 January 31, 2010 2009
Net income as previously reported 3,783 9,103 59,868
Adjustment 283 283 644
Revised net income $ 4,066 $ 9,386 $ 60,512
Basic and diluted earnings per

share as previously reported 0.06 0.13 0.86
Revised basic and diluted

earnings per share $ 0.06 $ 0.14 $ 0.87

5. INVENTORIES AND CONTRACTS IN PROGRESS

At At
in thousands of Canadian dollars April 30, 2010 July 31, 2009
Raw materials $ 25,122 $ 23,286
Work in process — product costs 2,168 2,261
Finished goods 13,038 6,803
$ 40,328 % 32,350

Long-term contracts:
Raw materials 18,569 22,081
Work in process — product costs 28,945 19,546
Work in process — manufacturing process development costs 3,375 4,610
Work in process — development costs 1,306 1,585
Finished goods 1,631 12,258
$ 53,826 $ 60,080
$ 94,154 $ 92,430

As at April 30, 2010, the Corporation has included in its inventories and contracts in progress $53.8 million [July 31, 2009 —
$60.1 million] of costs under long-term contracts with the U.S. government (see note 17).

During the quarter ended April 30, 2010, inventories and contracts in progress of $21.7 million [quarter ended April 30, 2009 —
$30.4 million] were expensed through cost of goods sold. Write-downs of raw materials and finished goods to the lower of
cost or market, and reserves for obsolete materials and supplies of $4.9 million were included in cost of goods sold during the
quarter ended April 30, 2010 [quarter ended April 30, 2009 — $5.9 million]. Reversals of write-downs of $0.6 million were
recorded during the quarter ended April 30, 2010 [quarter ended April 30, 2009 — $Nil].

During the nine months ended April 30, 2010, inventories and contracts in progress of $61.1 million [nine months ended

April 30, 2009 — $69.0 million] were expensed through cost of goods sold. Write-downs of raw materials and finished goods to
the lower of cost or market, and reserves for obsolete materials and supplies of $11.3 million were included in cost of goods
sold during the nine months ended April 30, 2010 [nine months ended April 30, 2009 — $8.2 million]. Reversals of write-downs
of $1.0 million were recorded during the nine months ended April 30, 2010 [nine months ended April 30, 2009 — $0.5 million].

At April 30, 2010, $80.8 million of inventory is recorded at cost and $13.3 million is recorded at net realizable value. At
July 31, 2009, $3.0 million of inventory was recorded at net realizable value, with the remaining inventory recorded at cost.
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6. GOODWILL AND INTANGIBLE ASSETS
Goodwill and intangible assets as at April 30, 2010 amounted to $57.0 million [July 31, 2009 — $43.5 million], net of
accumulated amortization and write-downs of $19.6 million [July 31, 2009 — $16.7 million].

At April 30, 2010, the Corporation owns finite-life intangible assets consisting of patents with a value of $0.9 million [July 31,
2009 — $1.0 million], commercialization rights with a value of $13.8 million [July 31, 2009 — $Nil], and software with a value of
$1.8 million [July 31, 2009 — $2.0 million].

All finite-life intangible assets are amortized on a straight-line basis. The patents are amortized over periods ranging from 8 to
16 years. Software is amortized over 5 years. The commercialization rights are amortized over the contract period ending
June 2016, a period of 80 months.

Amortization expense related to intangible assets of $0.7 million was recorded during the quarter ended April 30, 2010 [quarter
ended April 30, 2009 — $0.4 million]. Amortization expense related to intangible assets of $1.8 million was recorded during the
nine months ended April 30, 2010 [nine months ended April 30, 2009 — $1.0 million].

in thousands of Canadian dollars At April 30, 2010 At July 31, 2009
Accumulated Accumulated
amortization and Net book amortization and Net book
Cost write-downs value Cost write-downs value
Goodwill $ 51614 % 11,100 $ 40,514 $ 51,614 $ 11,100 $ 40,514
Patents 1,000 82 918 1,000 — 1,000
Commercialization
rights (note 18) 14,938 1,120 13,818 — — —
Software 9,020 7,268 1,752 7,576 5,570 2,006
$ 76572 % 19,570 $ 57,002 $ 60,190 $ 16,670 $ 43,520
7. OPERATING LINE OF CREDIT being amortized monthly into cost of sales on the basis of
The Corporation has available a $20.0-million the original present value calculations. Amortization for
[July 31, 2009 — $20.0 million] revolving term loan from a the quarter and nine months ended April 30, 2010 is
Canadian chartered bank, collateralized by a general $0.3 million and $0.7 million respectively [quarter and nine
security agreement in respect to all assets; $Nil was months ended April 30, 2009 — $Nil]. Concurrently, the
utilized at April 30, 2010 and July 31, 2009. On this line of Corporation is recording the royalty expense in cost of
credit, interest is payable at either LIBOR plus 1.6%, the sales. The royalty expense for the quarter and nine
prime lending rate plus 0.6%, or the U.S.-dollar base rate months ended April 30, 2010 is $0.2 million and
plus 0.6%, depending on the duration of the borrowing and $0.5 million respectively [quarter and nine months ended
the currency borrowed. The agreement has no fixed April 30, 2009 — $Nil]. The royalty expense is based on
expiry date. the net U.S. sales of HepaGam B®. Therefore, the net
expense (recovery) recorded in cost of sales for the
8. ROYALTY LIABILITY quarter and nine months ended April 30, 2010 is a
On October 16, 2009, the Corporation’s Board of Directors $0.1-million recovery and a $0.2-million recovery
approved an agreement, under which Cangene, through respectively [quarter and nine months ended April 30,
its Cangene bioPharma, Inc. subsidiary, acquired the U.S. 2009 — $Nil].
commercialization rights for HepaGam B® (see note 18).
Per the agreement, Apotex will be paid royalties on net At April 30, 2010, the Corporation has recorded a royalty
U.S. HepaGam B® sales occurring through June 2016. liability of $6.4 million [July 31, 2009 — $Nil] representing
The effective date of this transfer of rights was the estimated present value of the future royalty stream on
November 1, 2009. The $7.4-million present value of the U.S. sales of HepaGam B® through June 2016. At
estimated future royalty stream on U.S. sales of April 30, 2010, the Corporation has recorded accounts
HepaGam B® through June 2016 was recorded as a payable of $0.2 million [July 31, 2009 — $Nil] representing
royalty liability effective November 1, 2009. This liability is the royalty expense payable to Apotex for the quarter

ended April 30, 2010.
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9. SHARE CAPITAL

[a] Authorized and issued

The Corporation’s authorized share capital comprises an
unlimited number of non-voting preferred shares with a 4%
non-cumulative dividend entitlement; Class A preferred
shares, issuable in series with rights to be determined at
issuance by the Board of Directors; and an unlimited
number of common shares with no par value.

Issued share capital comprises common shares as
follows:

Number of Share

in thousands of Canadian dollars .
shares capital

except share-related data

As at July 31, 2009
Shares cancelled under
Normal Course Issuer Bid

68,736,770 $ 65,655

(102,800) (98)

As at October 31, 2009
Shares cancelled under
Normal Course Issuer Bid

68,633,970 $ 65,557

(210,300) (201)

As at January 31, 2010
Shares cancelled under
Normal Course Issuer Bid

68,423,670 $ 65,356

(176,800) (169)

As at April 30, 2010 68,246,870 $ 65,187

[b] Normal Course Issuer Bid — April 25, 2008 to

April 24, 2009

On April 23, 2008, the Corporation announced regulatory
approval of a share repurchase program, through the
facilities of the Toronto Stock Exchange, for purchase and
subsequent cancellation of up to 1,000,000 common
shares (approximately 1.4% of the Corporation’s total
issued and outstanding common shares as at

April 22, 2008) by way of a Normal Course Issuer Bid
(the “2008 Bid"”). Under the 2008 Bid, purchases of
common shares were made from time to time at market
prices and in accordance with the rules of the Toronto
Stock Exchange.

On January 23, 2009, the Corporation announced an
amendment to the 2008 Bid to increase the maximum
number of common shares of the Corporation available for
purchase to 1,250,000, representing 1.8% of the
outstanding common shares as at April 22, 2008. The
2008 Bid expired on April 24, 2009.

During the quarter ended April 30, 2009, the Corporation
cancelled 72,600 shares at a net cost of $0.4 million under
the 2008 Bid. During the quarter ended April 30, 2009, the
Corporation recorded a reduction in share capital of

$0.1 million related to the 2008 Bid and the excess of
purchase price over the average stated capital of the
shares of $0.3 million was charged to retained earnings.

During the nine months ended April 30, 2009, the
Corporation cancelled 611,800 shares at a net cost of
$2.9 million under the 2008 Bid. During the nine months
ended April 30, 2009, the Corporation recorded a
reduction in share capital of $0.6 million related to the
2008 Bid and the excess of purchase price over the
average stated capital of the shares of $2.3 million was
charged to retained earnings.
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[c] Normal Course Issuer Bid — April 25, 2009 to

April 24, 2010

On April 22, 2009, the Corporation announced regulatory
approval of a share repurchase program, through the
facilities of the Toronto Stock Exchange, for purchase and
subsequent cancellation of up to 1,000,000 common
shares (approximately 1.4% of the Corporation’s total
issued and outstanding common shares as at April 20,
2009) by way of a Normal Course Issuer Bid (the “2009
Bid”). Under the 2009 Bid, purchases of common shares
were made from time to time at market prices and in
accordance with the rules of the Toronto Stock Exchange.
On November 12, 2009, the Corporation announced an
amendment to the 2009 Bid to increase the maximum
number of common shares of the Corporation available for
purchase to 1,500,000, representing 2.2% of the
outstanding common shares as at April 20, 2009. The
2009 Bid expired on April 24, 2010

During the quarter ended April 30, 2010, the Corporation
cancelled 176,800 common shares at a net cost of

$1.0 million under the 2009 Bid. The Corporation has
recorded a reduction in share capital of $0.2 million related
to the 2009 Bid. The excess of purchase price over the
average stated capital of the shares of $0.8 million was
charged to retained earnings.

During the nine months ended April 30, 2010, the
Corporation cancelled 489,900 common shares at a net
cost of $2.6 million under the 2009 Bid. The Corporation
has recorded a reduction in share capital of $0.5 million
related to the 2009 Bid. The excess of purchase price
over the average stated capital of the shares of

$2.1 million was charged to retained earnings.

10. INCENTIVE PLANS

[a] Stock options

The Board of Directors may authorize the issuance of
options to acquire up to 8 million common shares under a
stock option plan, provided that the number of options
outstanding to any one individual at any time does not
exceed 5% of the outstanding shares. As at April 30,
2010, 2.7 million [July 31, 2009 — 2.4 million] options
remain available to be granted under the plan. The
exercise price of options granted under the plan cannot be
lower than the market price of the Corporation’s common
shares on the date that the options are granted. These
options expire no later than five and eight years after the
date they are granted for non-employee directors and
employees respectively, and vest over four fiscal years.

No new options were granted during the quarters or
nine-month periods ended April 30, 2010 and April 30,
2009. Nor were any options exercised during the same
periods; therefore, there was no increase in share
capital during the quarters or nine-month periods. A
total of 325,500 options expired during the quarter
ended April 30, 2010; none were cancelled [quarter
ended April 30, 2009 — 101,100 were cancelled and
437,300 expired]. A total of 325,500 options expired
and 46,500 were cancelled during the nine months
ended April 30, 2010 [nine months ended April 30, 2009
— 101,200 were cancelled and 437,300 expired].



[b] Phantom-stock incentive plan (“PSIP")

The phantom-stock units mature three years and 90 days after the effective date of grant. The phantom-stock units are valued
at maturity based on the weighted-average market price of the Corporation’s common shares for the 90 days preceding the
maturity date. Participants in the plan will receive cash awards equal to any increase in value of the phantom-stock units
between the effective date of grant and the date of maturity.

The PSIP provides for vesting of the phantom-stock units; 25% vest immediately and an additional 25% vest on each
anniversary of the grant date for three years, and in the event of retirement, death or termination without cause, participants
may be entitled to receive early cash awards for vested phantom-stock units based on the weighted-average market price of
the Corporation’s common shares for the 90 days preceding the applicable date of retirement, death or termination.

Participation in the PSIP requires mandatory participation in a share ownership plan, which stipulates that participants must
acquire a minimum investment in Cangene common shares by a pre-determined future date.

No units were granted during the quarters ended April 30, 2010 and April 30, 2009. During the quarter ended April 30, 2010,
26,341 units were redeemed for a nominal value, 7,769 were cancelled and none matured [quarter ended April 30, 2009 — no
units matured; 65,538 were cancelled; none were redeemed]. No units were granted during the nine months ended April 30,
2010 [nine months ended April 30, 2009 — 2.7 million units at a grant price of $4.51]. During the nine months ended April 30,
2010, 40,110 units were redeemed for a nominal value, 183,628 were cancelled and 508,103 matured with no value [nine
months ended April 30, 2009 — 87,500 units matured with no value; 409,016 were cancelled and none were redeemed].

The following table summarizes information about phantom-stock units outstanding as at April 30, 2010:

in thousands of Canadian dollars

Fiscal Weighted-average
year of Number of units remaining
Grant price grant outstanding contractual life Liability at April 30, 2010
$ 7.09 2008 670,980 05years $ =
451 2009 2,271,014 1.5 —
$ 4.51-7.09 2,941,994 l.3years $ —

Effective August 1, 2009, the Restricted Share Unit Plan as described in note 10[c] will be used as the primary instrument for
long-term incentive compensation for management.

[c] Restricted Share Unit Plan

In 2009, the Board of Directors authorized a restricted share unit plan (“‘RSU Plan”) for members of management. Pursuant to
the RSU Plan, members of management may be granted restricted share units (“‘RSUs”) as a component of their long-term
incentive compensation.

An RSU is equivalent in value to a common share of the Corporation, credited by means of a bookkeeping entry in the books
of the Corporation to an account in the name of the member of management. Each RSU entitles the participant to receive a
cash payment no later than December 31 of the third calendar year following the year in which the RSU was granted. The
RSUs are valued based on the weighted-average market price of the Corporation’s common shares on the Toronto Stock
Exchange for the 90 days preceding the maturity date. The RSU plan provides for vesting of the RSUs, with 25% vesting
immediately and an additional 25% vesting on each anniversary of the grant date for three years and, in the event of
retirement, death or termination without cause, participants may be entitled to receive cash awards for vested RSUs based on
the weighted-average market price of the Corporation’s common shares for the 90 days preceding the applicable date of
retirement, death or termination. In the event the Corporation declares a dividend on its common shares, the participant would
be entitled to receive an equivalent amount of RSUs. Compensation cost for RSUs granted under the RSU Plan is recorded
as an expense with a corresponding increase in accrued liabilities and is measured at intrinsic value. Changes in intrinsic
value between the grant date and the measurement date result in a change in the measurement of compensation cost.

Participation in the RSU plan requires mandatory participation in a share ownership plan, which stipulates that the participants
must acquire a minimum investment in Cangene common shares by a pre-determined future date. RSUs held count towards
the ownership requirement.

No RSUs were granted during the quarter ended April 30, 2010 [quarter ended April 30, 2009 — Nil]. During the quarter ended

April 30, 2010, 16,656 RSUs were redeemed with a nominal value and no RSUs were cancelled [quarter ended April 30, 2009
— Nil were redeemed or cancelled].
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During the nine months ended April 30, 2010, 1,052,723 RSUs were issued with vesting as described above. During the nine
months ended April 30, 2010, 24,313 RSUs were redeemed with a nominal value and 17,436 RSUs were cancelled with no
value [nine months ended April 30, 2009 — Nil were granted, redeemed or cancelled].

As at April 30, 2010, 1,010,974 [July 31, 2009 — Nil] RSUs were outstanding under the RSU Plan. As a result, the Corporation
recognized a compensation expense recovery of $0.1 million for the three months ended April 30, 2010 [three months ended
April 30, 2009 — $Nil]. The Corporation recorded an RSU compensation expense of $2.7 million for the nine months ended
April 30, 2010 [nine months ended April 30, 2009 — $Nil].

The following table summarizes information about restricted share units outstanding as at April 30, 2010:

in thousands of Canadian dollars

Fiscal year Number of units Weighted-average remaining
of grant outstanding contractual life Liability at April 30, 2010
2010 1,010,974 24 years $ 2,692
Total 1,010,974 24 years $ 2,692

11. DEFERRED SHARE UNIT PLAN

In 2009, the Board of Directors authorized a deferred share unit plan (“DSU Plan”) for directors. Pursuant to the DSU Plan,
non-employee directors are entitled to receive all or any portion of their annual cash retainer in the form of deferred share units
(“DSUs") instead of cash.

A DSU is equivalent in value to a common share of the Corporation, credited by means of a bookkeeping entry in the books of
the Corporation to an account in the name of the non-employee director. Each DSU entitles the participant to receive cash
payment upon termination of directorship that is valued based on the weighted-average market price on the Toronto Stock
Exchange of the Corporation’s common shares for the 90 days preceding the termination date. In the event the Corporation
declares a dividend on its common shares, the non-employee director would be entitled to receive an equivalent amount of
DSUs. Compensation cost for DSUs granted under the DSU Plan is recorded as an expense with a corresponding increase in
accrued liabilities and is measured at intrinsic value. Changes in intrinsic value between the grant date and the measurement
date result in a change in the measurement of compensation cost.

During the quarter ended April 30, 2010, 10,589 [quarter ended April 30, 2009 — Nil] DSUs were issued with immediate vesting
on the date of issuance. During the nine months ended April 30, 2010, 35,951 [nine months ended April 30, 2009 — Nil] DSUs
were issued with immediate vesting on the date of issuance.

The following table summarizes information about deferred share units outstanding as at April 30, 2010:

in thousands of Canadian dollars

Number of units outstanding Liability at April 30, 2010
35,951 $ 161
Total 35,951 $ 161

12. EARNINGS PER SHARE
The following is a reconciliation between basic and diluted earnings per share:

Three months Three months Nine months Nine months
in thousands of Canadian dollars ended ended ended ended
except share-related data April 30, 2010 April 30, 2009 April 30, 2010 April 30, 2009
Net income (loss) $ (326) $ 11,252 % 9,060 $ 37,975
Weighted-average number of

common shares outstanding # 68,279,373 # 69,497,403 # 68,492,081 # 69,662,231
Dilutive effect of stock options — — — —
Diluted weighted-average

number of shares outstanding  # 68,279,373 # 69,497,403 # 68,492,081 # 69,662,231
Earnings (loss) per share:

Basic and diluted $ (0.00) $ 0.16 $ 0.13 $ 0.55

For the quarter and nine months ended April 30, 2010, 339,200 options [quarter and nine months ended April 30, 2009 —
757,600 options] were excluded from the calculation of diluted earnings per share based upon the treasury stock method,
under which, options are excluded from the calculation when their exercise price exceeds the average market price of the
Corporation’s common shares for the period.
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13. RESEARCH AND DEVELOPMENT
Research and development (“R&D”) revenues were earned under terms of past agreements with Apotex (see note 18) and are
earned through current research and development agreements with third parties, including government institutions.

R&D expenditures, net of applicable investment tax credits and government assistance, consist of:

a) expenditures under R&D agreements funded by Apotex, where Cangene holds the product licences and may pay
Apotex certain royalties and profit sharing;

b) expenditures under R&D contracts funded by Apotex, where Apotex holds the product licences and Cangene
provided contract-R&D services;

c) expenditures under third-party contract-R&D agreements funded by the third party, where Cangene retains primary
intellectual property rights (e.g., U.S. government R&D contracts for VIG, anthrax immune globulin (“AlG”) and
heptavalent botulism antitoxin (“BAT"));

d) expenditures under third-party contract-R&D agreements funded by the third party, where the third party holds the
intellectual property rights; and

e) expenditures on independent R&D funded entirely by Cangene and for which Cangene holds all intellectual property
rights.

The following table provides details of R&D revenues and expenses:

Three months Three months Nine months Nine months
ended ended ended ended
in thousands of Canadian dollars April 30, 2010 April 30, 2009 April 30, 2010 April 30, 2009
R&D revenues
Apotex agreements — Cangene
holds licence $ — % 36 $ — 3 5,190
Apotex agreements — Apotex
holds licence — 450 — 1,477
Third-party contracts — Cangene
holds licence 5,669 13,056 17,542 29,507
Third-party contracts — third party
holds licence 8 179 81 4,135
$ 5677 $ 13,721  $ 17,623 $ 40,309
R&D expenses
Apotex agreements — Cangene
holds licence $ — 25 $ — 3 3,215
Apotex agreements — Apotex
holds licence — 218 — 733
Third-party contracts — Cangene
holds licence 3,973 10,116 13,270 22,702
Third-party contracts — third party
holds licence 14 72 37 2,166
Total cost of sales — R&D services 3,987 10,381 13,307 28,816
Cangene independent R&D 2,570 4,098 8,754 8,129
$ 6,557 $ 14,479  $ 22,061 $ 36,945
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14. SUPPLEMENTARY INFORMATION FOR CONSOLIDATED STATEMENTS OF CASH FLOWS
Effect on cash flow of net change in non-cash working capital balances and other assets related to operations:

Three months Three months Nine months Nine months
ended ended ended ended
in thousands of Canadian dollars April 30, 2010 April 30, 2009 April 30, 2010 April 30, 2009
Accounts receivable $ 8912 $ (19,515) $ 725 $ (18,321)
Inventories and contracts in progress 5,380 (11,304) (1,724) (37,566)
Income and other taxes recoverable (2,943) 255 (7,928) (1,010)
Prepaid expenses and deposits, and
other assets 949 (320) 1,933 (3,630)
Accounts payable and accrued
liabilities 2,804 13,504 (4,521) 11,748
Income and other taxes payable (8) (1,734) (4,117) (654)
$ 15,094 % (19,114) $ (15,632) $ (49,433)

15. FINANCIAL INSTRUMENTS
The Corporation has the following financial instruments outstanding at April 30, 2010: cash, accounts receivable,
accounts payable and accrued liabilities, and U.S.—Canadian-dollar currency swaps.

Currency risk

The Corporation receives the majority of its revenues and incurs significant expenses in U.S. dollars. And as a result,
fluctuations in the rate of exchange between U.S. and Canadian dollars can have a significant effect on the Corporation’s
reported results. On occasion, forward-foreign-exchange contracts and foreign-exchange-option collars are utilized by the
Corporation to manage its foreign-exchange exposure on anticipated U.S.-dollar sales transactions and the collection of the
related accounts receivable; none are outstanding at April 30, 2010. The Corporation does not enter into these instruments for
trading or speculative purposes. These instruments are not accounted for as hedges and are marked to market at the
consolidated balance sheet dates. The gains and losses are recognized in income during the period and the contracts are
classified as held for trading.

Interest rate risk

The Corporation’s Canadian-dollar operating line of credit is at a floating interest rate and is therefore subject to interest rate
cash flow risk. The Corporation has entered into U.S.—Canadian dollar currency swaps for the purpose of lowering interest
expense associated with the Canadian-dollar utilization of its operating line of credit. The Corporation does not enter into
these instruments for trading or speculative purposes. The swaps are classified as held for trading.

The Corporation has currency swaps outstanding at April 30, 2010 as follows:

Fair value Fair value at

in thousands of Canadian dollars Notional amount Maturity date at April 30, 2010 July 31, 2009
$ 10,625 July 29,2010 $ (498) $ —

5,215 September 7, 2010 (154) —

5,014 October 13, 2010 42 —

Total $ 20,854 $ (610) $ —

The fair values reflect the cost to unwind the instruments. If the currency swaps are held to maturity, the Corporation will pay
$0.1 million in fixed-fee swap costs for the instruments.

The Corporation maintains U.S.-dollar bank accounts and at April 30, 2010, U.S.-dollar cash balances were
US$28.8 million [July 31, 2009 — US$33.0 million].
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16. SEGMENT INFORMATION

The Corporation manages its business and evaluates performance based on two operating segments: biopharmaceutical
operations and contract services. The products and services provided by biopharmaceutical operations include product sales
and royalties, and fiscal 2009 also included related-party research and development on recombinant products (see note 18).
Contract services provides manufacturing and R&D services to related and unrelated parties.

The accounting policies of the Corporation’s operating segments are the same as those described in note 1. There are no
significant inter-segment transactions. The following presents segment operating results for the three- and nine-month periods
ended April 30, 2010 and April 30, 2009, and identifiable assets as at April 30, 2010 and April 30, 2009:

Three months ended April 30, 2010 Three months ended April 30, 2009
Biopharma- Biopharma-
in thousands of Canadian ceutical Contract ceutical Contract
dollars operations services Total operations services Total
Revenues
Product sales and
services $ 9,051 $ 24,611 $ 33,662 $ 12,399 $ 38,042 $ 50,441
R&D services — 5,677 5,677 36 13,685 13,721
Royalties 1,783 — 1,783 3,184 — 3,184
10,834 30,288 41,122 15,619 51,727 67,346
Cost of sales
Product sales and
services 6,193 15,777 21,970 5,490 20,351 25,841
R&D services — 3,987 3,987 (25) 10,406 10,381
6,193 19,764 25,957 5,465 30,757 36,222
Gross profit 4,641 10,524 15,165 10,154 20,970 31,124
Income (loss) before
income taxes (3,298) 2,029 (1,269) 3,865 13,746 17,611
Income tax expense
(recovery) 67 (1,010) (943) 460 5,899 6,359
Net income (loss) for
the period $ (3,365) $ 3039 $ (326) $ 3405 $ 7,847 $ 11,252
Total assets $ 107,157 $ 244,738 $ 351,895 $ 70031 $ 259,990 $ 330,021
Additions to property,
plant and equipment,
and goodwill and
intangible assets, net  $ 2893 $ 9,448 $ 12,341 $ 1,066 $ 1,937 $ 3,003
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Nine months ended April 30, 2010 Nine months ended April 30, 2009

Biopharma- Biopharma-

in thousands of Canadian ceutical Contract ceutical Contract
dollars operations services Total operations services Total
Revenues
Product sales and

services $ 30,916 $ 70,263 $ 101,179 $ 39,353 $ 67,185 $ 106,538
R&D services — 17,623 17,623 5,190 35,119 40,309
Royalties 5,888 — 5,888 7,266 — 7,266

36,804 87,886 124,690 51,809 102,304 154,113

Cost of sales
Product sales and

services 14,058 44,045 58,103 10,596 37,260 47,856
R&D services — 13,307 13,307 3,215 25,601 28,816

14,058 57,352 71,410 13,811 62,861 76,672

Gross profit 22,746 30,534 53,280 37,998 39,443 77,441
Income before income

taxes 1,409 8,924 10,333 24,728 29,038 53,766
Income tax expense 744 529 1,273 6,241 9,550 15,791
Net income for the

period $ 665 $ 8,395 $ 9,060 18,487 $ 19,488 $ 37,975
Total assets $ 107,157 $ 244,738 $ 351,895 70,031 $ 259,990 $ 330,021
Additions to property,

plant and equipment,

and goodwill and

intangible assets, net  $ 11,608 $ 14,119 $ 25,727 $ 3,110 $ 5831 $ 8,941

Geographic information about the Corporation’s revenue is based on the product shipment destination or the location of the
contracting organization. Assets are based on their physical location as at April 30, 2010 and April 30, 2009.

Three months ended April 30, 2010
Property, plant and
equipment, and goodwill

Three months ended April 30, 2009
Property, plant and
equipment, and goodwill

in thousands of Canadian

dollars Revenues and intangible assets, net Revenues and intangible assets, net
Canada $ 4475 $ 83,203 $ 5931 $ 77,311
United States 35,410 78,591 58,554 61,313
Rest of world 1,237 — 2,861 —

$ 41,122 $ 161,794 $ 67,346 $ 138,624

Nine months ended April 30, 2010
Property, plant and

Nine months ended April 30, 2009
Property, plant and

in thousands of Canadian

equipment, and goodwill

equipment, and goodwill

dollars Revenues and intangible assets, net Revenues  and intangible assets, net
Canada $ 14,274 % 83,203 $ 21,144 $ 77,311
United States 106,616 78,591 123,809 61,313
Rest of world 3,800 — 9,160 —

$ 124,690 $ 161,794 $ 154,113 $ 138,624

For the current quarter, sales to one customer represent 28% [quarter ended April 30, 2009 — two customers, 74%] of the

revenue of the biopharmaceutical operating segment, and sales to one customer represent 83% [quarter ended April 30, 2009

— two customers, 93%] of the revenue of the contract-services segment.

For the first nine months of 2010, sales to one customer represent 35% [nine months ended April 30, 2009 — two customers,
74%] of the revenue of the biopharmaceutical operating segment, and sales to one customer represent 81% [nine months

ended April 30, 2009 — two customers, 81%] of the revenue of the contract-services segment.
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17. SIGNIFICANT AGREEMENTS

[a] Heptavalent Botulism Antitoxin (“BAT")

On May 31, 2006, Cangene was awarded a five-year
development and supply contract by the U.S. Department
of Health and Human Services (“HHS”) for the supply of
200,000 doses of BAT that are intended for treating
individuals who have been exposed to the toxins that
cause botulism. In addition to the base contract, optional
task orders may be awarded at HHS'’s discretion. On
March 29, 2010, the Corporation reported that it has
signed a no-cost modification to extend the BAT contract
an additional two years. This modification allows an
additional two years to pursue licensure and also extends
the product delivery schedule out to May 2013.

The base contract provides for revenue of US$362 million,
which includes a potential supplementary payment based
upon achieving U.S. Food and Drug Administration
(“FDA") approval for the product. The price per dose is a
discounted fixed price with the discount representing the
supplemental payment. The base contract requires that
the Corporation pursue FDA licensure for the use of this
product. If FDA licensure is received by May 2013, the
Corporation will receive the supplemental payment.

The optional task orders are worth up to an additional
US$234 million in revenue. These tasks include ongoing
testing to support long-term product shelf life, maintaining
product manufacturing and additional clinical testing in
special populations.

During the quarter ended April 30, 2010, Cangene
recorded revenues of $16.9 million [quarter ended
April, 30, 2009 — $37.6 million] related to the BAT contract.

During the nine months ended April 30, 2010, Cangene
recorded revenues of $49.2 million [nine months ended
April 30, 2009 — $63.2 million] related to the BAT contract.

As at April 30, 2010, costs of $31.1 million have been
charged to inventories and contracts in progress, prepaid
expenses, and other assets [July 31, 2009 — $30.8 million]
related to this contract.

[b] Anthrax Immune Globulin (*AIG™)

On July 28, 2006, HHS exercised its option to purchase
10,000 doses of AIG under a modification to an earlier
development and supply contract, which was originally
signed in 2005. In addition to the base contract, there is a
possibility of optional task orders, which could increase the
final value of the contract.

The AIG is to be made available for treating inhalational
anthrax. This modification to the contract will provide
approximately US$143 million in revenue, which includes
a potential supplementary payment based upon achieving
FDA licensure. The contract requires that Cangene
pursue FDA licensure. Under the contract, the price per
dose is a discounted fixed price with the discount
representing the supplemental payment. If FDA licensure
is received during the term of the contract, the Corporation
will receive the supplemental payment.
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Optional task orders could include maintaining product
manufacturing and additional clinical testing in special
populations.

The U.S. government requires consideration in the event
that the Corporation does not meet the specified contract
delivery schedule. During 2008, Cangene committed to
delivery of an additional batch of AIG doses, valued at
approximately $1.2 million, as a result of late delivery on
the AIG contract. The additional doses will be delivered
upon completion of the scheduled 10,000 contract doses.
The cost of the additional doses is being recorded
proportionately over the remaining AIG contract deliveries.
In order to account for the consideration, the Corporation
is deferring a proportionate amount of revenue associated
with each AIG contract delivery. As at April 30, 2010,
$1.0 million has been deferred [July 31, 2009 —

$0.7 million].

During the quarter ended April 30, 2010, Cangene
recorded revenues of $8.1 million [quarter ended
April 30, 2009 — $9.6 million] related to the AIG contract.

During the nine months ended April 30, 2010, Cangene
recorded revenues of $19.3 million [nine months ended
April 30, 2009 — $16.9 million] related to the AIG contract.

As at April 30, 2010, costs of $23.9 million have been
charged to inventories and contracts in progress, prepaid
expenses, and other assets [July 31, 2009 — $31.2 million]
related to this contract.

[c] Assumption of U.S. Commercialization Rights to
WinRho® SDF

On April 20, 2010, the Corporation signed a new
agreement with Baxter Healthcare Corporation under
which Cangene assumed commercialization rights to
WinRho® SDF for the U.S. market. The companies
mutually agreed to terminate an existing U.S. distribution
agreement, which had granted U.S. distribution rights for
WinRho® SDF to Baxter since March 2005. The
Corporation took over distribution of the product on

June 1, 2010 through its sales force at Cangene
bioPharma, Inc.

18. RELATED-PARTY TRANSACTIONS

The Apotex Group includes Apotex Holdings Inc., Apotex
Inc., Apotex Research Inc., Apotex Corp., as well as the
charitable foundations, Sherman Foundation and Apotex
Foundation. The Apotex Group is controlled, directly or
indirectly, by Bernard Sherman and the Bernard and
Honey Sherman Family Trust, of which he is the trustee.
Dr. Sherman is also Chairman, Chief Executive Officer
and a director of Apotex Inc., and is President and a
director of Sherman Foundation and Apotex Foundation.

Apotex is Cangene’s majority shareholder and holds 63%
of Cangene’s common shares. The Corporation had an
agreement whereby Apotex funded Cangene’s
development of certain recombinant biopharmaceutical
products up to and including post-licensure research and
development. Research revenue received pursuant to this
contract was based on the direct research costs plus a
contribution to overhead. The Corporation recognized



investment tax credits associated with these costs as a
reduction of R&D-services expense. Under the
agreement, Apotex was entitled to receive a royalty and
profit-sharing on net commercial sales of certain
biopharmaceutical products developed under the
agreement; however, no sales of biopharmaceutical
products developed pursuant to this agreement have been
made.

Effective April 13, 2009, the Corporation signed a new
agreement with Apotex under which Cangene obtained
rights to commerC|aI|ze these products, which include
Leucotropin® and Accretropin”. Under the new
agreement, Apotex no longer funds development of these
products. Due to the extent of Apotex’s investment in
these two lead drugs both companles have the right to
take Leucotropln and/or Accretropln to market and
would pay the other company a small royalty based on
any sales. It was not possible to determine a fair market
value of the rights exchanged in the new agreement,
accordingly the transaction was recorded at carrying
value, which was $Nil. Cangene’s independent directors
approved the new agreement after having determined that
it is fair to Cangene and its shareholders.

On November 5, 1996, the Corporatlon acquired royalty
rights on the drug Ferrlprox (deferiprone) from Apotex.
Under this earlier agreement with Apotex, the Corporation
was entitled to receive 50% of any net profits from sales of
the drug worldwide. Under the April 13, 2009 agreement,
this royalty will phase out over three fiscal years; it
continued at 50% to the end of fiscal 2009, decreased to
37.5% for fiscal 2010 and terminates with 18.75% in fiscal
2011.

On May 1, 2006, the Corporation entered into a
distribution agreement with Apotex for it to market and
distribute HepaGam B® in the U.S. Under the terms of
that agreement, the Corporation manufactured and held
licence to the product. Profits were shared between the
two parties.

On October 16, 2009, the Corporation’s Board of Directors
approved an agreement, under which Cangene, through
its Cangene bioPharma, Inc. subsidiary, acquwed the U.S.
commercialization rights to HepaGam B®. Per the
agreement, Apotex was paid $7.5 million in the first
quarter of 2010 and will receive royalties on net U.S.
HepaGam B® sales occurring through June 2016.

The effective date of this transfer of rights is

November 1, 2009. Cangene’s independent directors
approved this new agreement after having determined
that it is fair to Cangene and its shareholders. The

$7.5 million has been recorded in intangible assets at
April 30, 2010, along with the present value of the
estimated future royalty stream on U.S. sales of
HepaGam B® through June 2016 of $7.4 million. The total
commercialization rights intangible asset is $14.9 million,
which, less amortization of $1.1 million, results in a net
book value of $13.8 million at April 30, 2010 (see Note 6).
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During the quarter ended April 30, 2010, Cangene
recorded revenues of $2.0 million [quarter ended

April 30, 2009 — $6.1 million] from Apotex and at

April 30, 2010, $2.0 million [July 31, 2009 — $5.1 million]
was included in accounts receivable.

During the nine months ended April 30, 2010, Cangene
recorded revenues of $7.9 million [nine months ended
April 30, 2009 — $19.3 million] from sales to Apotex.

During the quarter ended April 30, 2010, Cangene
recorded expenses payable to Apotex of $0.1 million for
transition services and $0.2 million for royalties payable
related to net sales of HepaGam B® [quarter and nine
months ended April 30, 2009 — $Nil]. During the nine
months ended April 30, 2010, Cangene recorded
expenses payable to Apotex of $0.7 million for transition
services and $0.5 million for royalties payable related to
net sales of HepaGam B®. At April 30, 2010, $0.2 million
[July 31, 2009 — $Nil] is recorded in accounts payable and
accrued liabilities owing to Apotex.

These transactions occurred in the normal course of
operations and were recorded at their exchange amounts.

19. SUBSEQUENT EVENTS

[a] U.S.—Canadian currency swap

On May 26, 2010, the Corporation entered into a U.S.—
Canadian currency swap with a notional amount of

$5.3 million and a maturity date of November 26, 2010. If
the instrument is held to maturity, the Corporation will pay
fixed-fee swap costs of $0.1 million.

[b] Normal Course Issuer Bid

On May 27, 2010, the Corporation announced the
acceptance of a Normal Course Issuer Bid (the “2010
Bid”) by the Toronto Stock Exchange. Under the 2010
Bid, the Corporation may purchase for cancellation up to,
but not more than, 1,500,000 common shares of the
Corporation, representing 2.2% of the outstanding
common shares on May 25, 2010.

20. COMPARATIVE FIGURES
Certain comparative figures have been reclassified to
conform to the current year’s presentation.
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For further information about Cangene Corporation and
its activities, please contact Ms. Jean Compton,
Manager of Corporate Communications by e-mail at
jcompton@cangene.com, by telephone at

(416) 675-8280 or by mail to the Toronto address
above.

CANGENE

bioPharma

“Accretropin”, “Cangene”, “HepaGam B", “Leucotropin”, “Twinstrand Therapeutics”, “VariZIG”, “WinRho", and “WinRho SDF” are trademarks
belonging to Cangene Corporation. The term “WinRho” may be used in this document to refer to any of the WinRho family of products.
“Ferriprox” is a trademark belonging to the Apotex Group. Unless stated otherwise, dollar amounts are in Canadian dollars.

Scientific information that relates to unapproved products or unapproved uses of products is preliminary and investigative. No
conclusions can or should be drawn regarding the safety or efficacy of such products. Only regulatory authorities can determine
whether products are safe and effective for the uses being investigated. The information contained in this document is intended as
an investor summary only and space does not permit a full discussion of medical, safety and risk information related to approved or
experimental drugs. Where applicable, patients and healthcare professionals are directed to refer to approved labelling for products,
product monographs or prescribing information, and not to rely on information discussed in this report. Prescribing information or
drug names may differ in various countries. No information in this report is intended to promote the products discussed.

Approved Drugs

Accretropin_[somatropin (rDNA origin)] Injection; recombinant human growth hormone

HepaGam B® [Hepatitis B Immune Globulin (Human) Injection]; contains antibodies specific for hepatitis B virus

VarizIG™ [Varicella Zoster Imnmune Globulin (Human)]; contains antibodies specific for chickenpox virus

Vaccinia Immune Globulin Intravenous (Human); [VIGIV]; (“VIG"); contains antibodies specific for the virus used to make smallpox vaccine
WinRho® SDF [Rho(D) Immune Globulin (Human) for Injection]; contains antibodies specific for a certain type of red blood cell
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