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PART 1

References in this Form 10-K to “OncoGenex Pharmaceuticals,” “OncoGenex,” the “Company,” “we,” “us” or
“our” refer to OncoGenex Pharmaceuticals, Inc. and its wholly owned subsidiaries. The information in this Annual
Report on Form 10-K contains certain forward-looking statements, including statements related to clinical trials,
regulatory approvals, markets for our products, new product development, capital requirements and trends in our
business that involve risks and uncertainties. Our actual results may differ materially from the results discussed in
the forward-looking statements. Factors that might cause such a difference include those discussed in “Business,”
“Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” as
well as those discussed elsewhere in this Annual Report on Form 10-K,

ITEM 1. BUSINESS
Overview of Our Business

We are a biopharmaceutical company committed to the development and commercialization of new cancer therapies
that address treatment resistance in cancer patients. We have four product candidates in our pipeline, custirsen,
0GX-427, 0GX-225, and CSP-9222, each of which has a distinct mechanism of action and represents a unique
opportunity for cancer drug development. Of the product candidates in our pipeline, custirsen and OGX-427 are
clinical-stage assets. ' ' : :

Product Candidates Overview and Recent Developments

Our product candidates custirsen, OGX-427, and OGX-225 focus on mechanisms of treatment resistance in cancer
patients and are designed to block the production of specific proteins that we believe promote survival of tumor cells
and are over-produced in response to a variety of cancer treatments. Our aim in targeting these particular proteins is
to disable the tumor cell’s adaptive defenses, thereby rendering the tumor cells more susceptible to attack with a
variety of cancer therapies. We believe this approach will increase survival time and improve the quality of life for’
cancer patients. Product candidate CSP-9222 is the lead compound from a family of caspase activators that have
been in-licensed from Bayer and demonstrate activation of programmed cell death in pre-clinical models.

Custirsen

Custirsen is our product candidate designed to inhibit the production of clusterin, an antiapoptotic, stress-induced
protein we believe promotes survival of cancer cells when overexpressed in a variety of tumors. We and
collaborating investigators have conducted five phase 2 clinical trials to evaluate the ability of custirsen to enhance
the effects of therapy in prostate, non-small cell lung and breast cancers. Results have been presented for each of
these phase 2 trials. Data from these Phase 2 studies demonstrates the potential benefit of adding custirsen, a second-
generation antisense molecule, to existing cancer therapies. Refer to the discussion below under the headings “Our
Product Candidates--Custirsen-- Current Custirsen Development Activities” and “Our Product Candidates--
Custirsen --Summary of Results of Custirsen Phase 2 Clinical Trials” for further details.

In December 2009, we announced that our wholly owned subsidiary, OncoGenex Technoiogies Inc., or OncoGenex
Technologies, entered into a Collaboration and License Agreement dated December 20, 2009, or Collaboration
Agreement, with Teva Pharmaceutical Industries Ltd., or Teva, for the development and global commercialization
of custirsen (and related compounds targeting clusterin, excluding OGX-427 and 0GX-225). On March 6, 2012,
OncoGenex Technologies and Teva entered into an amendment to the Collaboration Agreement, or the
Collaboration Agreement Amendment. Under the Collaboration Agreement Amendment, OncoGenex Technologies
and Teva revised the clinical development plan, or Amended Clinical Development Plan, under which the following
three phase 3 clinical trials have been or are expected to be initiated:

¢ The ongoing phase 3 clinical trial, referred to as the Synergy trial, or SYNERGY, to evaluate a survival
benefit for custirsen in combination with first-line docetaxel treatment in patients with castrate resistant
prostate cancer, or CRPC. During discussions with the U.S. Food and Drug Administration, or FDA, the
FDA has stated to us that an application supported primarily by the results of SYNERGY alone would be



acceptable for submission for market approval. The companies updated the enrollment target for
SYNERGY from 800 patients to 1000 patients which is expected to enhance the potential for SYNERGY
to be reviewed by the regulatory agencies independent of additional Phase 3 studies. Our expected timing
of results for the survival primary endpoint that is based on a pre-specified number of death events is
currently projected to be the fourth quarter of 2013, and we currently expect to complete patient accrual in
the second half of 2012.

e A phase 3 clinical trial to evaluate a survival benefit for custirsen in combination with cabazitaxel treatment
as second-line chemotherapy in patients with CRPC. We expect to enroll approximately 630 patients in this
trial. Together with Teva, we plan to initiate this phase 3 clinical trial in the second half of 2012. This trial
will be conducted in lieu of the phase 3 clinical trial, referred to as SATURN, which was designed to
evaluate a durable pain palliation benefit for custirsen in combination with cabazitaxel or docetaxel as
second-line chemotherapy in patients with CRPC. The Company plans to begin closing down the Saturn
trial in the first quarter of 2012.

e A phase 3 clinical trial to evaluate-a survival benefit for custirsen in combination with first-line
chemotherapy in patients with non-small cell lung cancer, or NSCLC. We continue to work with Teva to
finalize our development plans for custirsen in non-small cell lung cancer. As previously stated, we expect
to initiate this program in the second-half of 2012.

For additional information regarding our relationship with Teva and the Collaboration Agreement, refer to the
discussion under the heading “Business--License and Collaboration Agreements—Teva Pharmaceutical Industries
Ltd.” For additional information regarding the Collaboration Agreement Amendment, refer to the discussion under
Item9B. - . RPN . : .

0GX-427

0GX-427 is our product candidate that is designed to inhibit production of heat shock protein 27, or Hsp27, a cell-
survival protein expressed in many types of cancers including prostate, bladder, breast and non-small cell lung
cancer. Hsp27 expression is stress-induced, including by many anti-cancer therapies. For example, Hsp27 levels
increased four-fold in prostate cancer patients after treatment with chemotherapy or hormone therapy.
Overexpression of Hsp27 is thought to be an important factor leading to the development of treatment resistance and .
is associated with metastasis, negative clinical outcomes in patients with various tumor types.

We and collaborating investigators have conducted or are in the process of condueting two phase 1 and two phase 2
clinical trials to evaluate the ability of OGX-427 to enhance the effects of therapy in prostate and bladder cancers.
Preliminary results have been presented for both the ongoing phase 1 and phase 2. trials and final results were
presented for the completed phase 1 trial. Refer to the discussion below under the headings “Our Product
Candidates-- OGX-427-- Current OGX-427 Development Activities” and “Our Product Candidates—0GX-427--
Summary of Results of OGX-427 Clinical Trials” for further details.

Our current O0GX-427 development activities for prostate cancer include the following clinical trials that have been
or are expected to be initiated is as follows: : .

e Aninvestigator-sponsored phase 2 clinical trial evaluating OGX-427 when administered with prednisone to
patients with CRPC. This randomized, controlled phase 2 trial is currently enrolling up to 72 patients who
have minimally symptomatic or asymptomatic advanced prostate cancer and who have not yet received
chemotherapy. We currently expect to complete patient accrual in the second half of 2012.- Preliminary
data have been presented. '

. o * We intend to initiate a randomized, controlled Phase 2 study evaluating OGX-427 in combination with
" abiraterone acetate for the treatment of CRPC, in the second half of 2012. This trial will be supported in
part by investigator grant funding. .



Our current OGX-427 development activities for bladder cancer include the following clinical trials that have been
initiated is as follows: ‘

* Aphase 2 clinical trial of OGX-427 in patients with metastatic bladder cancer. The trial is currently
enrolling up to 180 patients. The trial design is a three-arm, randomized phase 2 in combination with
gemcitabine and cisplatin in the first-line metastatic setting. Under the trial, each arm will enroll
approximately 60 patients and the trial has been initiated in sites throughout the United States, Canada and
Europe. We currently expect to complete patient accrual in the second half of 2013. :

®  Aninvestigator-sponsored phase 1 clinical trial to evaluate OGX-427 when administered directly into the
bladder in patients with bladder cancer. The trial is currently enrolling up to 36 patients and we expect to
complete patient accrual in the second half of 2012. Preliminary data have been presented.

OGX-225 and CSP-9222

OGX-225 is a product candidate in pre-clinical development that is designed to inhibit production of both Insulin
Growth Factor Binding Protein-2, or IGFBP-2, and Insulin Growth Factor Binding Protein-5, or IGFBP-5. Increased
IGFBP-2 or IGFBP-5 production is observed in many human cancers, including prostate, non-small cell lung, breast,
ovarian, bladder, pancreatic and colon, as well as acute myeloid leukemia, acute lymphoblastic leukemia,
neuroblastoma, glioma and melanoma. Increased IGFBP-2 or IGFBP-5 production is linked to faster rates of cancer
progression, treatment resistance and shorter survival duration in humans.

CSP-9222, which is also in pre-clinical development, is the lead compound from a family of caspase activators.
These novel, small molecules have been identified as activators of programmed cell death in pre-clinical models.

Discontinued Program - SN2310

SN2310 is a novel camptothecin for treating cancer. Camptothecins are potent anticancer agents that belong to the -
family of drugs called topoisomerase I inhibitors. These inhibitors bind reversibly to the TOPO-I-DNA complex,
thereby causing breaks in the DNA strands during replication that result in cell death. In the first quarter of 2011 we
decided to cease our previously disclosed efforts to out-license product candidate SN2310 and we do not plan on
pursuing any further development efforts for SN2310 in the future.

Financial Overview

In 2011, we recognized $5.5 million in collaboration revenue attributable to our Collaboration Agreement with
Teva. We have devoted substantially all of our resources to the development of our product candidates.

We incurred a loss for the year ended December 31, 2011 of $14.7 million and had a cumulative loss at
December 31, 2011 of $80.7 million, and $68.0 million of total assets. We expect to continue to incur increasing
additional losses in the future as we continue our research and development activities.

To date, we have funded our operations primarily through private and public placements of equity securities and
upfront payments received from our Collaboration Agreement with Teva.

Corporate History

On August 21, 2008, the Company, then named Sonus Pharmaceuticals, Inc., completed its.acquisition, or-the
Arrangement, of OncoGenex Technologies, a Canadian corporation, as contemplated by the Arrangement
Agreement between the companies dated May 27, 2008. As a result of the Arrangement, OncoGenex Technologies
became a wholly owned subsidiary of the Company. As used in this Annual Report on Form 10-K, the term “Sonus”
refers to the business of the Company prior to August 21, 2008. More information concerning the Arrangement is -
contained in Note 7 of the Notes to Consolidated Financial Statements included elsewhere in this Annual Report on
Form 10-K.



We were incorporated in OCtbber 1991 and OncoGenex Technologies was incorporated in May 2000: -
Our Product Candidates

We have two clinical-stage product céﬁdidates; éﬁstirsen and OGX-427, and two pr,e-clinical—stége product
candidates, CSP-9222 and OGX-225. L

Custirsen

Overview of Custirsen : : : C ;

Through our clinical trials, we are treating cancer patients with custirsen with the goal of reducing clusterin
production. Clusterin is a protein that is over-produced in several types of cancer and in response to many cancer
treatments, including hormone ablation therapy; chemotherapy and radiation therapy. Preclinical and other data .
suggest that clusterin promotes cell survival. Increased clusterin production has been linked to faster rates of cancer
progression, treatment resistance and shorter survival duration. Since increased clusterin production is observed in
many human cancers, including prostate, non-small cell lung, breast, ovarian, bladder, renal, pancreatic, colon,
anaplastic large cell lymphoma, and melanoma, we believe that custirsen may have broad market potential to treat - .
many cancer indications and disease stages. AT

A broad range of pre-clinical studies conducted by the Vancouver Prostate Centre and.others have shown that
reducing clusterin production with custirsen: (i) facilitates tumor cell death by sensitizing human prostate, non-small,
cell lung, breast, ovarian, bladder, renal and melanoma tumor cells to vatious chemotherapies; and (ii) sensitizes
prostate tumor cells to hormone ablation therapy and sensitizes prostate and non-small cell lung tumor cells to
radiation therapy. Pre-clinical studies conducted by the Vancouver Prostate Centre also indicate that reducing -
clusterin production with custirsen re-sensitizes docetaxel-resistant prostate tumor cells to docetaxel.

Our phase 1 clinical trials evaluated the safety and established a recommended dose of custirsen in combination with
docetaxel (two different schedules), a gemcitabine and a platinum chemotherapy regimen and hormone ablation
therapy. Docetaxel, mitoxantrone, cabazitaxel, gemcitabine and platinums (cisplatin and carboplatin) are all
examples of chemotherapy agents. Clinical data from our phase 1 clinical trial in prostate cancer patients
demonstrated that weekly intravenous administration of custirsen resulted in drug distribution to prostate cancer
tissue and over 92% inhibition of its target, clusterin mRNA, in prostate tumor cells in these patients at the 640mg
dose, which was the highest dose evaluated in this clinical trial. This dose was determined by the clinical :
investigators to be well tolerated and therefore established as the recommended dose.

We have conducted ﬁve phase 2 clinical tijiéls to evaluate the,abiﬁty of custirsen ,.to_'.enhance tﬁe effects of therapy in
patients with prostate, non-small cell lung and breast cancer. Data from each of the five phase 2 trials demonstrates
that adding custirsen to therapy shows potential benefits, including:

. longér‘s‘iirvivz_il duréti(;n wh_en cusﬁréen was added to ﬁrst—line doéetaxel compared to ﬁrst—line docetaxel
alone in patients with CRPC (randomized phase 2 trial); e

e longer survival duration when custirsen was added to either mitoxantrone or docetaxel as second-line
_chemotherapy compared to survival duration observed in two prior published trials of CRPC patients
receiving second-line chemotherapy and comparable survival compared to results observed with

cabazitaxel, which was recently approved for use in the United States. One study evaluated patients with
better prognostic risk factors who received docetaxel as second-line chemotherapy, this study, called the

.. BCCA Study, was conducted at the British Columbia Cancer Agency and presented at the American

. Society of Clinical Oncologists, or ASCO, Genitourinary, or GU, Conference in 2008. The.second study
was a follow-up evaluation of patients on the TAX 327 Study who later received second-line
chemotherapy, results were presented at the. ASCO 2007 Prostate Cancer Symposium. (The TAX 327
Study was the key registration study that showed a survival benefit for docetaxel over mitoxantrone for
first-line chemotherapy treatment of patients with metastatic CRPC.) A Phase 3 trial comparing
mitoxantrone to cabazitaxel as second-lirie’qk_\xemotyherapy for pzitients with CRPC, referred to as the



TROPIC trial, was the key registration study that showed a survival benefit for cabazitaxel over
mitoxantrone for second-line chemotherapy treatment of patients with metastatic CRPC;

¢ lower on-treatment serum clusterin levels compared to baseline levels of the patient population; preliminary
analysis of study data found that average serum clusterin levels during treatment were predictive of -
survival; ~

e increased frequency of pain responses when compared to pain response results with either mitoxantrone or
cabazitaxel second-line chemotherapy in the phase 3 TROPIC trial, and increased frequency and duration
of pain palliation when custirsen was added to either mitoxantrone or docetaxel as second-line
chemotherapy when compared to the frequency and duration of pain palliation observed in the TAX 327
Study for first-line chemotherapy alone in patients with CRPC; and Lo :

®  longer survival duration when custirsen was added to gemcitabine and a platinum-containing chemotherapy
compared to the survival duration reported in prior published results from randomized clinical trials in
NSCLC patients receiving gemcitabine and a platinum-containing chemotherapy. -

Refer to the discussion below under the heading “Summary of Results of Ciistirsen Phase 2 Clinical Trials” for-
further details. o ‘ Lo » .

As part of our phase 1 and phase 2 clinical trials, custirsen was administered to 294 patients:with various types of
cancer. Some of the patients experienced a variety of adverse events, the majority of which are associated with other
treatments in the protocol and the disease. The majority of adverse events were mild and the, most common adverse
events associated with custirsen consisted of flu-like symptoms. The most common moderate and-severe adverse
events associated with custirsen were nieutropenia, vomiting, diarrhea and difficulty breathing (also known as
“dyspnea”), which occurred in more than 2% of patiénts. ’ : T

The U.S. Adopted Name for the custirsen drug product is custirsen sodium, which is the generic name.

Current Custirsen Development Activities

As a result of our partnership with Teva, there is committed funding for three phase 3 clinical trials evaluating -
custirsen. The Amended Clinical Development Plan includes these clinical trials that have been or are expected to be
initiated: : ' o S IR y

e The ongoing phase 3 SYNERGY clinical trial to evaluate a survival benefit for custirsen in combination
with docetaxel treatment as fitst-line chemotherapy in patients with CRPC. During discussions with the
FDA, the FDA has stated to us that an application supported primarily by the results of SYNERGY alone
would be acceptable for submission for market approval. We expect to enroll up to 1,000 patients in
SYNERGY. Along with the increased number of patients, the hazard ratio has been revised from 725 to
.75. Our expected timing of results for the strvival primary endpoint that is based on a pre-spécified
number of events is currently projected to be the fourth quarter of 2013, and we currently expéct to
complete patient accrual in the second half of 2012,

A phase 3 clinical trial to evaluate a survival benefit for custitsen in combination with cabazitaxel treatment
as second-line chemotherapy in patients with CRPC. We expect to enroll approximdtely 630 patients in this
trial. Together with Teva, we plan to initiate this phase 3 clinical trial in the sécond half of 2012; The Phase
3 study is designed to show a survival benefit with 85% power based on a hazard ratio of 0.75, or an
approximate 25% increase in survival time, when custirsen is combined with cabazitaxel for second-line

- chémotherapy. This trial will be conducted in lieu of the phase 3 clinical trial, referred to as SATURN,
which was designed to evaluate a durable pain palliation benefit for custirsen in combination with
cabazitaxel or docetaxel as second-line chemotherapy in patients with CRPC. b ‘

e A phase 3 clinical trial to evaluate a survival benefit for custirsen in combination with first-line
chemotherapy in patients with NSCLC. We continue to work with Teva to finalize our development plans



for-custirsen in non=small cell lung cancer. As prev1ously stated, we expect to initiate this program inthe . .
- .second-half of 2012.

Custirsen has received Fast Track designations from the FDA for the treatment of metastatic prostate cancer in
combination with docetaxel. The FDA has also agreed on the design of the SYNERGY trial via the Special Protocol
Assessment, or SPA, process including the increase in the accrual target to 1,000 patients.

We have also received written, scientific advice from the European Medicines Agency, or EMA, on our
development plan for custirsen for treating patients with CRPC in combination with docetaxel. This advice
corresponded with our development plan regarding proposed pre—chmcal studies and both study design and analyses
for the phase 3 SYNERGY trial. In addition, the Committee for Medicinal Products for Human Use, or CHMP,
agreed that the intended safety database would enable a sufficient qualified risk-benefit assessment for market
approval. -

Summary of Results of Custirsen Phase 2 Clinical Trials

Five phase 2 clinical trials have been conducted to evaluate the ability of custirsen to enhance the effects of therapy
in prostate, non-small cell lung and breast cancer. The following is a summary of the clinical trials evaluating
custirsen in combination with chemotherapy.

Summary of Final Results of Phase 2 Clinical Trial in Patients with CRPC Receiving Custirsen and Docetaxel as
First-Line Chemotherapy

Final results of a randomized phase 2 trial evaluating the benefit of combining custirsen with first-line docetaxel in
patients with CRPC were presented during an oral presentation at the ASCO 2009 annual meeting, and were
published in the September 20, 2010 issue of the Journal of Clinical Oncology, or JCO. In this trial, patients were
randomized to receive either docetaxel or custirsen plus docetaxel.

The trial enrolled 82 patients at 12 sites in Canada and the United States from September 2005 to December 2006.
Patients were randomized to one of two treatment arms to receive either 640 mg of custirsen per week by
intravenous infusion in combination with docetaxel or docetaxel alone. Patients in both treatment arms received
therapy until disease progression, toxicity or the completion of 10 three-week cycles of therapy. Analyses indicated
a survival benefit in patients treated with custirsen in combjnation with docetaxel compared to docetaxel alone,
which is the current standard of care for first-line chemotherapy treatment of patients with advanced prostate cancer:

e Median overall survival among patients treated with custirsen plus docetaxel trial was 23.8 months
compared to 16.9 months for patients treated with docetaxel alone, indicating a 6.9 month survival
advantage in the custirsen arm.

e The unadjusted hazard ratio, or HR a measure used to compare the death rates between treatment groups
was 0.61, representing a 39% lower rate of death for patlents receiving custirsen. :

e A prospectively deﬁned multivariate analysis indicated that the significant predictors of overall survival in
this study were treatment arm, performance status and presence of metastases other than in bone or lymph-
nodes. In the multivariate analysis, patients treated with custirsen had a rate of death 51% lower than

- patients treated with docetaxel alone (HR=0.49; p=0.012). Additional exploratory analyses found that the -
" lower rate of death was associated with the effect of custirsen treatment even when varying amounts of
chemotherapy were administered. In-other words, custirsen treatment resulted in a lower rate of death when
-compared to the control arm for patients receiving:six or less cycles of chemotherapy, as well as for
patients receiving 10 cycles of chemotherapy.

Study investigators concluded that custirsen treatment was well tolerated in combination with docetaxel. Patients
receiving custirsen had an increased incidence of mild fever, chills and elevated creatinine levels (a laboratory
measure for reduced kidney function) and a moderate to significant decrease in circulating lymphocytes in the blood
(another laboratory measure) without any increase in infection rate compared to patients receiving docetaxel alone.



Lymphocytes are a type of white blood cell involved in the body’s defense against infections. Based on final results
of this randomized phase 2 trial, the phase 3 SYNERGY trial was designed to evaluate the overall survival benefit of
custirsen in patients treated with first-line chemotherapy.

The following graph displays the Kaplan-Meier survival curves for patients receiving custirsen in' combination with
docetaxel (investigational) compared with patients receiving docetaxel alone (control):
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Summary of Results of Phase 2 Clinical Trial in Patients Receiving Custirsen and Docetaxel as Second-Line
Chemotherapy G S _ e 7

Data from a Phase 2 clinical study of custirsen in combination with docetaxel retreatment or mitoxantrone as
second-line chemotherapy in patients with:metastatic CRPC were published in the September 1, 2011 issue of
Clinical Cancer Research, or CCR. In this phase 2 trial, patients who were previously treated with a first-line,
docetaxel-based chemotherapy regimen and progressed on or within six months of discontinuation of docetaxel
treatment were randomized to receive custirsen plus either docetaxel retreatment or mitoxantrone. Initially, 42 -
patients were randomized, received at least one cycle of custirsen and chemotherapy and were included in the
analysis: 20 patients received docetaxel retreatment plus custirsen and 22 patients received mitoxantrone plus
custirsen. The protoeol was amended to allow-additional patients to be enrolled in the docetaxel retreatment arm.
Enrollment into the amended protocol was initiated in May 2007 and 25 additional patients were enrolled. All
patients received at least one cycle of custirsen and docetaxel retreatment and were included in the analysis. The last
survival update was on August 13, 2010. All patients were followed for a minimum of 39 months or until death.

Data from the clinical trial are summarized as follows:

e Asof August 13, 2010, the estimated median overall survival duration for the custirsen plus mitoxantrone
-arm'was 11.5 months (95% C.1.: 6:1-15.2 months). For the custirsen plus-docetaxel retreatment arm, the
median overall survival was estimated at 15.8 months (95% C.1.:9.9-23.3 months) for the 20 randomized

10



patients and 12.8 months (95% C.1.:9.9-17.0 months) for the combined patient population (n=45) that
included 25 additional patients with high serum clusterin levels at enrollment beyond the 20 randomized
patients. The median survival duration observed in the phase 3 registration trials for alpharadin, abiraterone
acetate, cabazitaxel, and MDV3100 where 14 months, 14.8 months 15.1 months, and 18.4 months,
respectively. Patients who participated in these trials had previously received docetaxel as first-iine
chemotherapy.

Analyses presented in the CCR manuscript demonstrated that treatment with custirsen in combination with
chemotherapy significantly lowered serum clusterin levels as compared to baseline levels, and that average
serum clusterin levels during treatment were predictive of survival, with low serum clusterin levels
correlating to longer survival.

Pain responses were observed in 62% of evaluable patients, with 88% of these patients having a durable
response of three months or more. , :

Pain responses in patients receiving custirsen in addition to docetaxel treatment as second-line therapy were
favorable when compared to the pain responses reported for patients in the Phase 3 TROPIC trial that led to
the 2010 approval of cabazitaxel in the United States for patients who had previously received treatment
with chemotherapy, and the abiraterone acetate Phase 3 trial that led its 2011 approval in the United States
for patients who had previously received treatment with chemotherapy. In the TROPIC trial, which
evaluated a similar patient population for second-line chemotherapy as was evaluated in our Phase 2 trial -
(i.e., patients who had progressed while on or soon after first-line docetaxel therapy), the pain response for
cabazitaxel was 9.2% and for mitoxantrone was 7.7%. In the abiraterone acetate Phase 3 trial, the
proportion of patients with pain palliation among patients with a baseline pain score of four or more and at
least one post-baseline pain score was 44% for patients receiving abiraterone and prednisone as compared
with 27% for patients receiving prednisone and placebo.

Summary of Preliminary Results of Phase 2 Clinical Trial in Patients with NSCLC Receiving Custirsen and
Gemcitabine/Platinum as First-Line Chemotherapy ‘

Data from a Phase 2 clinical study of custirsen in patients with advanced NSCLC was published in the January 2012
issue of Journal of Thoracic Oncology, or JTO; this study evaluated custirsen in combination with gemcitabine and a
platinum chemotherapy (cisplatin or carboplatin) as first-line chemotherapy. In the trial, 81 patients with advanced
NSCLC received custirsen in combination with gemcitabine and a platinum chemotherapy as first-line treatment.
Eighty-one percent of the patients had stage IV disease at enrollment, and 16% had squamous cell carcinoma.
Patients remaining alive have been followed for a median (range) of 41 (38-59) months.

Data from the clinical trial are summarized as follows:

the median overall survival was 14.1 months; 54% of patients survived at least one year;

30% of patients who received custirsen with first-line chemotherapy survived at least two years;

for comparison, published studies that used a platinum-based regimen plus gemcitabine as first-line
chemotherapy for advanced NSCLC reported median survival of 8 to 11 months and one-year survival rates
of 33% to 43%. Market approval for Avastin plus paclitaxel and carboplatin chemotherapy for NSCLC was
based on results showing a median survival of 12.3 months, compared to 10.3 months for chemotherapy
alone. This trial excluded patients with squamous cell carcinoma, a type of NSCLC that is associated with a
shorter survival duration. Survival for Avastin plus chemotherapy was reported as 51% at one year and
23% at two years, versus 44% at one year and 15% at two years for chemotherapy alone. In a phase 3 trial
evaluating first-line treatment of NSCLC patients with either cisplatin plus pemetrexed or cisplatin plus
gemcitabine, overall survival was 10.3 months for both treatment groups;

disease control was achieved in 69% of patients; and
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e preliminary analyses have shown that treatment with custirsen in combination with gemcitabine and a
platinum chemotherapy significantly lowered serum clusterin levels as compared to baseline levels, and
that average serum clusterin levels during treatment were predictive of survival, with low serum clusterin
levels correlating to longer survival. Custirsen treatment with chemotherapy decreased serum clusterin
levels compared to baseline levels in 95% of patients evaluated. Patients who achieved a minimum median
CLU level for the population of <38 pg/mL during treatment had a median survival of 27.1 compared with
16.1 months for patients who did not (p=0.02).

Summary of Preliminary Results of Phase 2 Clinical Trial in Patients with Advanced Breast Cancer Receiving
Custirsen and Docetaxel as First- or Second-Line Chemotherapy -

In January 2009, results of a Phase 2 clinical trial in 15 patients with advanced breast cancer were published in the
scientific journal CCR; this study evaluated custirsen in combination with docetaxel as first-line or second-lme
chemotherapy. The authors’ concluded that the combination of custirsen and docetaxel at 75 mg/m’ was well
tolerated, and some clinical activity was seen in the patients with metastatic breast cancer.

Summary of Prelzmmary Results of Phase 2 Clinical Trial in Patzents w1th CRPC Recezvmg Custirsen and Hormone
Ablation Therapy

This trial was an investigator-sponsored trial that evaluated weekly custirsen with androgen withdrawal therapy for a
three-month duration in patients with high-risk, localized prostate carcinoma prior to radical prostatectomy. Results
of the trial indicated that custirsen was detectable in prostate tissue for 14 days after the last administration, that
clusterin expression was decreased in cells from lymph nodes as well as from prostate specimens, and that patients
who received custirsen plus androgen withdrawal therapy had higher levels of apoptosis (cell death) compared with
patients who never received androgen withdrawal therapy.or who received only androgen withdrawal therapy.

0GX-427

Overview of 0GX-427

0GX-427 is our product candidate that is designed to inhibit production of heat shock protein 27, or Hsp27,a cell-
survival protein expressed in many-types of cancers including prostate, bladder, breast and non-small cell lung
cancer. Hsp27 expression is stress-induced, including by many anti-cancer therapies. For example, Hsp27 levels
increased four-fold in prostate cancer patients after treatment with chemotherapy or hormone therapy.
Overexpression of Hsp27 is thought to be an important factor leading to the development of tréatment resistance and
is associated with metastasis, negative clinical outcomes in patients with various tumor types.

A number of pre-clinical studies conducted by the Vancouver Prostate Centre and others have shown that reducing
Hsp27 production induces tumor cell death in prostate, non-small cell lung, bladder, and pancreatic cancer cells and
suggest that reducing Hsp27 production sensitizes prostate tumor cells to hormone ablation therapy. These pre--
clinical studies have also shown that inhibiting the production of Hsp27 in human prostate, bladder, lung, breast,
ovarian and pancreatic tumor cells sensitizes the cells to chemotherapy.- .

Current OGX-427 Development Activities

Our current OGX-427 development activities for prostate cancer include the following clinical trials that have been
or are expected to be initiated is as follows:

e  An investigator-sponsored phase 2 clinical trial evaluating OGX-427 when administered with prednisone to
patients with CRPC. This randomized, controlled phase 2 trial is currently enrolling up to 72 patients who
have minimally symptomatic or asymptomatic advanced prostate cancer and who have not yet received
chemotherapy. The trial is designed to determine the potential benefit of OGX-427 as follows:

o assess the number of patients without disease progression at 12 weeks post-study treatment
w1th or without 0GX-427; and
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o measure the direct effect of OGX-427 on PSA levels (a prostate tumor marker), time to
progression by PSA or measurable disease, numbers of circulating tumor cells, or CTCs, and
other relevant secondary endpoints.

We currentiy expect to complete patient accrual in the second haif of 2012. Preliminary data have been
presented.

e We intend to initiate a randomized, controlled Phase 2 study evaluating OGX-427 in combination with
abiraterone acetate for the treatment of CRPC, in the second half of 2012. This trial will be supported in
part by investigator grant funding.

Our current 0GX-427 development activities for bladder cancer include the following clinical trials that have been
initiated is as follows:

e A phase 2 clinical trial of OGX-427 in patients with metastatic bladder cancer. This trial is currently
enrolling up to 180 patients. The trial design is a three-arm, randomized phase 2 in combination with
gemcitabine and cisplatin in the first-line metastatic setting. Under the trial, each arm is currently enrolling
approximately 60 patients and the trial has been initiated in sites throughout the United States, Canada and
Europe. The trial is being conducted as an event-driven trial such that the final analysis will have 80%
power to show a critical hazard ratio of approximately 0.66 to 0.71. This type of Phase 2 trial will allow us
to better predict the potential size of and success for a Phase 3 trial where a survival benefit will be the
primary endpoint. We currently expect to complete patient accrual in the second half of 2013.

e An 1nvest1gator-sponsored phase 1 chnlcal trial to evaluate OGX-427 when admmlstered directly into the
bladder in patients with bladder cancer. This clinical trial is bemg funded by the National Cancer Institute
of Canada. The trial is currently enrolling up to 36 patients; it is designed to determine the safety and
potential benefit of OGX-427 administered into the bladder using a catheter, which is known as intravesical
instillation. In addition, the trial will measure:

o the direct effect of OGX-427 on expression of Hsp27 in bladder tumor cells; and

o determine the pharmacokinetics and pharmacodynamics of 0GX-427 when delivered by
intravesical instillation.

‘We expect to complete patient accrual in the second half of 2012. Prelimiﬁary data have been presented .

Summary of Results of 0GX-427 Clinical Trials

Preliminary or final results have been presented for a phase 1 clinical tria] in patients with solid tumors, a phase 1
clinical trial in patients with superficial or muscle-invasive bladder cancer, and a randomized phase 2 trial in
chemotherapy-naive patients with metastatic CRPC. The following is a summary of the preliminary or final results
from these trials.

Summary of Preliminary results of Ongoing OGX-427 Randomized Phase 2 Clinical Trial in Patients with CRPC

This randomized, controlled phase 2 trial is currently enrolling up to 72 patients who have minimally symptomatic
or asymptomatic advanced prostate cancer and who have not yet received chemotherapy. This trial is funded in part
by a grant by the Terry Fox foundation. The trial is designed to determine the potential benefit of OGX-427 by
assessing the number of patients without disease progression at 12 weeks post-study treatment with or without
0OGX-427. Preliminary study results presented at ASCO Genitourinary Cancers Symposium in February 2012
showed a higher number of patients without diseasé progression at 12 weeks and greater declines in PSA and CTCs
in patients receiving OGX-427 plus prednisone treatment compared to those receiving prednisone alone.

In the first 32 patients randomized to the CRPC Phase 2 study, 17 patients received OGX-427 plus prednisone and
15 patients received prednisone alone. Available preliminary data are as follows:

13



¢ Inthe OGX-427 plus prednisone arm, 71% of patients were progression-free at 12 weeks, compared to
33% in the prednisone alone arm. The primary efficacy endpoint of this study is defined as the proportion
of patients without disease progression at 12 weeks where disease progression is based on any of the
following parameters: PSA levels, measurable disease, bone lesions, global deterioration or requiring
palliative radiation therapy.

e Among patients who received OGX-427 plus prednisone, 76% experienced an overall decline in PSA
compared to 53% in the prednisone alone arm. .

¢ Forty-one percent of patients who received OGX-427 plus prednisone experienced a greater than 50%
decline in PSA, versus 20% of patients who received prednisone alone.

e CTC declines from greater than or equal to five (unfavorable) to less than five (favorable) occurred in 50%
of patients receiving OGX-427 plus prednisone compared to 31% of those treated with prednisone alone.

e Among the 17 patients with baseline measurable disease, three out of eight patients who received OGX-427
plus prednisone had a partial response compared to Zero out of nine in the prednisone alone arm.

e  Adverse events reported in both arms were primarily grade 1 or 2. Grade 3 or higher adverse events
- reported in 31% of patients in the OGX-427 plus prednisone arm and 25% in the prednisone alone arm.

0OGX-427 infusion reactions occurred and were primarily grade 1 or 2 chills, nausea, vomiting, flushing or diarrhea.
Other adverse events in two or more patients thought to be related to OGX-427 were fatigue, dizziness, decreased
-appetite, and pyrexia.

Summary of Preliminary results of Ongoing OGX-427 Phase 1 Clinical Trial in Patients with Bladder Cancer

This investigator-sponsored phase 1 trial, which is currently enrolling up to 36 patients, is designed to determine the’
effects of OGX-427 on Hsp27 expression and tumor response rates when administered into the bladder using a
catheter, which is known as intravesical instillation. In addition, the trial will measure the direct effect of delivering
0OGX-427 by intravesical instillation on expression of Hsp27 in bladder tumor cells. This clinical trial is being
primarily funded by the National Cancer Institute of Canada.

Preliminary results from this trial presented at the ASCO 2012 Genitourinary Cancers Symposium in February 2012
demonstrated a trend towards decreased levels of Hsp27 and increased tumor cell death rates after intravesical
treatment with OGX-427. Additionally, of the 15 patients treated with OGX-427, 33% had complete responses with
no pathologic evidence of disease observed in post-surgical tissue following four doses of OGX-427 administered
intravesically over an eight day period. In the OGX-427 treated patients who experienced a complete response, the
absence of residual disease made it difficult to fully assess the effect of OGX-427 on Hsp27 expression. Therefore,
the analysis was based mainly on the remaining patients who had evaluable tumor tissue. We will continue to enroll
patients with larger tumors to assess the effect of higher doses of OGX-427 on Hsp27 levels in patients with bladder
cancer.

Sumhzary of Results of OGX-427 Phase 1 Clinical Trial in Patients with Solid Tumors

OGX-427 has been evaluated in a phase 1 trial in patients with breast, prostate, ovarian, or non-small cell lung
cancer who have failed potentially curative treatments or for whom a curative treatment does not exist. Final results
of this phase 1 trial were presented in an oral presentation at the ASCO 2010 annual meeting. The phase 1 trial
evaluated 42 patients treated with OGX-427 as a single agent and 22 patients treated with OGX-427 in combination
with docetaxel who had failed up to six prior chemotherapy treatments. OGX-427 as a sihigle agent administered
weekly was evaluated at doses from 200 mg up to 1000 mg in five cohorts of approximately six patients per cohort.
Two further coborts evaluated OGX-427 at the 800 arid 1000 mg doses combined with docetaxel. Patients could
receive up to 10 21-day cycles.
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When-OGX-427 was given as a single-agent, a median of two cycles (range of zero to eight) was administered. -
When OGX-427 was combmed w1th docetaxel; a median of four cycles (range of zero to ten) was admlmstered

Most adverse events were mlld (grade 1or 2) and mamly occurred durlng the three “loadmg doses - given over nine
days prior to weekly dosing. The most frequently reported adverse events in the OGX-427 monotherapy arms were
infusion-related reactions and chills. The most frequently reported adverse events in the OGX-427 plus docetaxel -
arms were infusion-related reactions, chills, fatigue, diarrhea, pruritus (itching), nausea, and back pain. The
incidence.of laboratory toxicity was determined based on'laboratory data. The majority of laboratory toxicities were:
Grade 1 or Grade 2. The most common-laboratory toxicities included: prolongationof time for a patient’s blood to
clot, or PTT, (95% of patients); low level of lymphocytes in the blood which fight infection, or lymphopenia, (93%);
low levels of red blood cells which carry oxygen, or anemia, (90%); low sodium: concentration-in the blood,

or hyponatremia, (52%); low white blood cell count, or leucopenia (49%); high aspartate transaminase level, or
AST, a test of liver function, (48%); and low levels of potassium in the blood, or hypokalemia, (48%). Serious:-
adverse events were reported for approximately half the patients. The most common events were disease progressron
and dyspnea (shortness of breath), reported.for 5. subjects each and febrile-neutropenia, reported for 4 subjects.
Increased blood creatinine (a: test of kidney: function) and hydronephrosis, (obstructron of the urine flow from the :
kidney due to tumor. blockage), were reported for 2: subjects each. All remamlng serious adverse events were
reported for one; subject -each. . : : o

30 patlents had basehne and at least one post-basehne assessment of measurable disease, A total of eight of 30 .
patients (27%) had a decrease in measurable disease from baseline of at least 15%. For patlents treated with : -
monotherapy, three patients had tumor reductions and for patients treated with combmed therapy with docetaxel,
five patients had tumor reductlons i

33 of 36 patients with prostate cancer had at least one post-baseline PSA. Three of 21 in the monotherapy cohorts
had reductions in PSA greater than or equal to 30% as did six of 12 in the combination therapy cohorts. Six of seven
patients with ovarian cancer had both baseline and post-baseline CA-125 (a ovarian tumor marker) measurements
All were treated with monotherapy. Three patients had a reduction of CA-125.

At all doses and in all diseases evaluated in the trial, decreases were observed in both total CTCs, and in CTCs that
were positive for Hsp27, or Hsp27+CTCs. Recent studies have shown that the presence of CTCs in peripheral blood
may be of prognostic significance for patients with solid tumors, and patients with CTC levels of less than or equal
to five tumor cells are generally considered to have a more favorable prognosis. Hsp27+CTCs decreases were noted
in 89% of evaluable patients and were observed at all dose levels and all diseases evaluated. In nine of 26 (31%)
patients with greater than or equal to five Hsp+CTCs at baseline, Hsp27+CTCs had decreased to less than or equal
to five tumor cells. In addition, in approximately 25% of patients at the 800 and 1000 mg doses, serum Hsp27
protein levels were decreased by 30% or greater over a period of at least six weeks.

Decreases in both total CTCs and Hsp27+CTCs were observed. Hsp27+CTCs were decreased in 71% of evaluable
patients. In four of seven patients with greater than or equal to five Hsp+CTCs at baseline, Hsp+CTCs had
decreased to less than or equal to five cells. In approximately 35% of patients, serum Hsp27 protein levels were
decreased by 30% or greater over a time period of at least six weeks.

0GX-225

The development program for our third product candidate, OGX-225, is focused on reducing the production of both
IGFBP-2 and IGFBP-5, thereby enhancing treatment sensitivity and delaying tumor progression. Increased IGFBP-2
or IGFBP-5 production is observed in many human cancers and is linked to faster rates of cancer progression,
treatment resistance and shorter survival duration. We believe that employing OGX-225 as a monotherapy will
inhibit the production of both IGFBP-2 and IGFBP-5 and delay disease progression in cancers that depend on
insulin-like growth factor-1, or IGF-1, for proliferation.

Because IGFBP-2 and IGFBP-5 are over-produced in a variety of cancers, OGX-225 may have broad market

potential in numerous cancer indications. We expect that the initial opportunity for OGX-225 will be in breast and
prostate cancer patients early in the course of cancer recurrence after failed hormone ablation therapy.
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We have identified the lead compound and completed numerous preclinical proof of concept studies with 0GX-225,
which suggest that OGX-225 delays disease progression in prostate and breast cancer model systems. We have not
yet initiated the pre-Investigational New Drug, or IND, studies required for a regulatory submission or initiated any
phase 1 clinical trials.

CSP-9222

Product candidate CSP-9222 is the lead compound from a family of caspase activators. These novel small molecules
have been identified as activators of programmed cell death in pre-clinical models.

Second-Generation Antisense Technology

Custirsen, 0GX-427, and OGX-225 are based on second-generation antisense drug chemistry and belong to the drug
class known as antisense therapeutics. On a product-by-product basis, we have collaborated with Isis
Pharmaceuticals, Inc., or Isis, and selectively licensed technology from Isis to combine Isis’ second-generation
antisense chemistry with our proprietary gene target sequences to create inhibitors that are designed to down-
regulate certain proteins associated with cancer resistance. In contrast to-first-generation antisense chemistry,
second-generation antisense chemistry has improved target binding affinity, increased resistance to degradation, and
improved tissue distribution. These improvements result in slower clearance of the therapies from the body, which
allow for less frequent dosing and thereby make treatment easier on patients at a lower associated cost. For example,
clinical data from our phase 1 clinical trial in prostate cancet patients demonstrated that weekly intravenous
administration of custirsen resulted in drug distribution to prostate cancer tissue and over 92% inhibition of its
target, clusterin mRNA, in prostate tumor cells in these patients. These data demonstrate that, following systemic
administration, custirsen entered tumor cells and effectively inhibited clusterin production.
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Summary of Product Development Programs
The following table summarizes the status of our product development programs: .. .

-, Publication Reference and
Recent and Expected Near
Product Candldate Development Phase/Status Term Data Releases

Custlrsen phas

Cancer Indlcatlon and Study Treatment Combmatlon(l)

R " developmemplan et : §
Metastatic Castrate Resistant Cabazitaxel with and without Imtlatlon expected i in 2012 * Expected to initiate in2012.
Prostate Cancer — Survival custirsen (~630 patients); o
Endpoint second line chemotherapy

(OGX -011- 12)

. Tob + Initiation expeo\tedw'id'Z()lZ\ * Expected to initiate in 2012, -

Pt : : ‘ Gyl R Hihle e
"Custirsen phase 2 Metastatic Castrate Resnstant Docetaxel with and without . Phase 2 completed i e.Data published in JCO,
Prostate Cancer custirsen; first line September 2010

(0GX-011-03) chemotherapy
M"‘M 14 N

~ + Phase 2 completed "¢ Data‘published in CCR,

eptenﬂf)er 2011

3 (o ) fapy: MR i
) Gemmtabme and c1splat1n or ' Phase 2 completed K . Data pubhshed inJTO,
Lung Cancer carboplatin with and without . o ) o January 2012

(0GX-011:05) : custirsen,; first-line
: . e -+ chemetherapy

,esults presented at ASCO
200& Gemtounnary Cancers- -
i Symposium

+ ‘Data published i in CCR
January 2009

Advanced Breast Cancer
0GX01106)
i

*Dqta published in Journal of
. Cancer Institute,
. F ; : : i JNCI September 2005
* Solid Tumors -~ - usti ith doci ‘¢ Phase 1 completed ¢ Data published in CCR,
(prostate, breast, NSCLC, : c . : S .~ i February 2008
ovarian, renal, bladder,
.peritoneum)

(0GX-011-02)

“ s Phdse 2 initiated in third
quarter of 2010~ -
Preliminary data presented at
2012 ASCO Gemtourmary
: e i : g S : G ‘ Cancers Symposium.

. Metastatic Bladder Cancer- . - -. Gemcitabine and cisplatin with. . « Phase 2 ongoing .+ Phase 2 initiated in fourth

0GX-427 phas

(0GX-427-:02) .. . and without 0GX-427.(~ 180 SRR : quarter 0£2011
. patients); first;line . E .

chemotherapy
Abiraterone acetaty
w1thout OGX-427

itiation expected in 2012 '+ Expected {0 initiate in 2012

SR fed 02) \< 4 : i 3 * Gemiimei el i o
0OGX-427 phase 1 Solid Tumors ) OGX 427 w1th and w1thout * Phase 1 completed * Final data presented at 2010
' (OGX-427-01) k chemotherapy i C o ' " ASCO annual meeting,
' i : ‘ manuscript in preparation.

Superﬁmal and muscle mvasxve 0GX—427 as monotherapy(~3v hase ’oﬂg?oih‘g‘; ¢ e Preliminary data presented at

: Bladder Cancer = patlents) : SaEa 2012 ASCO Gemtounnary
s A BL-OD). , Sl R ‘ Cancers Symposium
0GX-225 Solid Tumors 0GX-225 with and without * Pre-clinical proof-of-concept * None

- chemotherapy studies completed
CSP-9222 e Solid Tumors : To be determined -»-Formulation to be determined - » None

(1) In all of our prostate cancer clinical trials and in clinical practice for prostate cancer, docetaxel is administered in
combination with prednisone.
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Overview of Market and Treatment

In North America, cancer has recently surpassed heart disease as the leading cause of death in the United States. The
American Cancer Society estimated that in 2011 approximately 1,596,670 new patients in the United States will be
diagnosed with cancer and that approximately 571,590 patient deaths will be attributable to cancers.

Typically, cancer treatments are given sequentially and can include hormone therapy, surgery, radiation therapy, and
chemotherapy. Although a particular therapy may initially be effective, tumor cells often react to therapeutic
treatment by increasing the production of proteins that afford them a survival advantage, enabling them to become
resistant to therapy, multiply, and spread to additional organs. As a result, many patients progress through muitiple
different therapies and ultimately die from the disease. ' '

Our Strategy

Our objective is to develop and commercialize new cancer theraples that address res1stance to therap1es in cancer
patients. Key elements of our strategy include: o

e Gaining market approval for custirsen by conducting registration trials that demonstrate efficacy and safety,
in both prostate and lung cancer, in collaboration with Teva. As a result of the Collaboration Agreement
with Teva, committed funding is available for phase:3 trials‘in patients with CRPC to evaluate custirsen in
combination with docétaxel as first-line chemotherapy, in patients with CRPC to evaluate custirsen in
combination with cabazitazel as second-line chemotherapy, and in patients with NSCLC to evaluate
custirsen in combination with first-line chemotherapy. The SYNERGY trial was initiated in 2010, and the
second-line CRPC trial and first-line NSCLC program are expected to begin in the second: half of 2012.
Currently, mitoxantrone, docetaxel, abiraterone acetate and cabazitaxel are approved for use in patients
with advanced CRPC. Currently, carboplatin, gemcitabine, cisplatin and pemetrexed are.approved for use
in patients with advanced NSCLC and bevacizumab in patients with non-squamous NSCLC; bevacizumab
in'combination with paclitaxel -and carboplatin chemotherapy has been shown to improve patient survival

* when compared to carboplatin chemotherapy alone. Pemetrexed is also approved as a single agent in
patients with advanced NSCLC after initial chemotherapy and in combination with cisplatin for initial
treatment and maintenance therapy following platinum-based therapy.

e  Advancing OGX-427 by conducting clinical trials across multiple cancer indications for 0GX-427,
including, but not limited to, bladder cancer.and CRPC. Consistent with the strategy we are following for
*custirsen, we intend to conduct parallel clinical trials-to evaluate OGX-427 in several cancer indications
and treatment combinations to accelerate assessment of this product candidate for further development.

e Developing and commercializing new cancer therapies to inhibit treatment resistance in cancer patients.
We plan to leverage our expertise in development to bring new products to market as soon as possible. We
intend to maintain and develop our relationship with the Vancouver Prostate Centre and develop
relationships with other research institutions in order to identify additional product candidates.

. Optlmlzmg the development of our product candidates through use of outsourcing and 1nternal expertlse In
order to increase efficiency and lower our overhead, we outsource, and plan to continue to outsource, pre-
clinical and manufacturing activities. We have chosen to establish critical product development functions

in-house, including clinical trial management and regulatory affalrs _—
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License and Collaboration Agreements
Teva Pharmaceutical Industries Ltd.
Custirsen

As discussed above, in December 2009, we, through our wholly owned subsidiary, OncoGenex Technologies,
entered into the Collaboration Agreement with Teva for the development and global commercialization of custirsen
(and related compounds). Pursuant to the Collaboration Agreement, Teva was granted the exclusive worldwide right
and license to develop and commercialize any products containing custirsen and related compounds, which we refer
to as the Licensed Products. We have an option to co-promote custirsen in the United States and Canada.

Under the Collaboration Agreement, Teva made upfront payments in the aggregate amount of $50 million, and will -
make payments of up to $370 million upon the achievement of developmental and commercial milestones and
royalties at percentage rates ranging from the mid-teens to mid-twenties on net sales, depending on aggregate annual
net sales of Licensed Products. Teva also acquired $10 million of our common stock at a premium under a separate
Stock Purchase Agreement. We do not anticipate receiving any payments from Teva resulting from the achievement
of developmental or commercial milestones, or royalties in 2012. We are required to contribute $30 million towards
the development of custirsen, Which will include our personnel costs for certain development activities.

We and Tevahave developed an Amended Clinical Development Plan under which the followmg three phase 3
clinical trials have been or are expected to be initiated:

. The ongoing phase 3 clinical trial, referred to as the Synergy trial, or SYNERGY, to evaluate a survival
benefit for-custirsen in combination with first-line docetaxel treatment in patients with castrate resistant
prostate cancer, or CRPC. During discussions with the FDA, the FDA has stated to us that an application
supported primarily by the results of SYNERGY alone would be acceptable for submission for market
approval. The companies updated the enrollment target for SYNERGY from 800 patients to 1000 patients
which is expected to enhance the potential for SYNERGY to be reviewed by the regulatory agencies
independent of additional Phase 3 studies. Our expected timing of results for the survival primary endpoint,
that is based on a pre-specified number of death events, is currently projected to be the fourth quarter of
2013, and we currently expect to complete patient accrual in the second half of 2012.

e A phase 3 clinical frial to evaluate a survival benefit for custirsen in combination with cabazitaxel treatment
as second-line chemotherapy in patients with CRPC. We expect to enroll approximately 630 patients in this
trial. Together with Teva, we plan to initiate this phase 3 clinical trial in the second half of 2012. The Phase
3 study is designed to show a survival benefit with 85% power based on a hazard ratio of 0.75, or an
approximate 25% increase in survival time, when custirsen is combined with cabazitaxel for second-line
chemotherapy. This trial will be conducted in lieu of the phase 3 clinical trial, referred to as SATURN,
which was designed to evaluate a durable pain palliation benefit for custirsen in combination with
cabazitaxel or docetaxel as second-line chemotherapy in patients with CRPC. The Company plans to begin
closing down the Saturn trial in the first quarter of 2012.

e A phase 3 clinical trial to evaluate a survival benefit for custirsen in combination with first-line
chemotherapy in patients with non-small cell lung cancer, or NSCLC. We continue to work with Teva to
finalize our development plans for custirsen in non-small cell lung cancer. As previously stated, we expect
to initiate this program in the second-half of 2012.

Teva will be responsible for conducting any other trials and development work necessary to obtain required
regulatory approvals. We may assume some of these activities if assigned by the Joint Steering Commiittee, but Teva
would be responsible for all associated costs. The Joint Steering Committee will oversee the development and
regulatory approval of any Licensed Product. Funding respons1b111t1es for the Clinical Development Plan will be
allocated as follows:
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e  We are required to spend $30 million in direct and indirect development costs such as fuli-time equivalent,
or FTE, reimbursement for time incurred by OncoGenex personnel for the benefit of the custirsen
development plan, such contribution to be funded by a portion of the upfront payment provided by Teva as
an advanced reimbursement for the Company Development Expenses, or reimbursed to OncoGenex on a
cash basis.

o  Teva will be required to fund all other expenses.

In addition to the development costs noted above, Teva is also responsible for all costs relating to product
commercialization, including any costs incurred in relation to our co-promotion option, except for start-up costs in
advance of commercialization.

Teva was also granted the first right to file, prosecute and maintain, and enforce at its expense, the patent rights
associated with custirsen. If Teva elects, however, not to, or fails to, file, prosecute and maintain, and enforce, the
patent rights associated with custirsen, we retain the right to assume responsibility for such activities.

The Collaboration Agreement will remain in effect, on a country-by-country basis, until the expiration of Teva’s
obligation to pay royalties on sales of the Licensed Product in such country (or earlier termination under its terms).
Commencing after the completion of all three phase 3 clinical trials set forth in the Clinical Development Plan, or
upon early termination due to a material adverse change in our patent rights related to custirsen or safety issues or
“futility,” as defined in the Collaboration Agreement, Teva may terminate the Collaboration Agreement in its sole
discretion upon three months’ advance notice if notice is given prior to-regulatory approval of a Licensed Product,
and upon six months’ advance notice if notice is given after such regulatory approval. If Teva terminates the
Collaboration Agreement for any reason other than an adverse change in custirsen patent rights, safety issues or
“futility” determination as previously described, it will remain responsible for paying any remaining costs of all
three phase 3 clinical trials, except for specified company development expenses. Either party may terminate the
Collaboration Agreement for an uncured material breach by the other party or upon the bankruptcy of either party. If
the Collaboration Agreement is terminated other than for an uncured material breach by Teva, we will pay Teva a
royalty on sales of Licensed Products. The percentage rates of such royalties (which are in the single digits) depend
on whether termination occurs prior to the first regulatory approval in the United States or a primary European
market or after one of these approvals. These royalties would expire on a country-by-country basis on the earlier of
10 years after the first commercial sale of a Licensed Product and certain thresholds related to generic competition.

In the event of a change of control of OncoGenex and within 90 days of such a change of control, Teva may, in its
sole discretion, terminate the Joint Steering Committee or terminate the co-promotion option if not then exercised by
us or if exercised but not yet executed by us, or terminate the co-promotion option if in its commercially reasonable
opinion co-promotion with our successor would be materially detrimental to Teva’s interests.

Isis Pharmaceuticals, Inc.
Custirsen

In November 2001, OncoGenex Technologies entered into an agreement with Isis, referred to as the Original Isis
Agreement, to jointly develop and commercialize custirsen. This strategic relationship provided us with access to
Isis’ proprietary position in second-generation antisense chemistry for use in custirsen, and Isis’ expertise in
developing antisense therapeutics, including its manufacturing expertise, and allowed us to develop custirsen cost
efficiently. Under the Original Isis Agreement, we paid 65%, and Isis paid 35%, of the costs and revenue resulting
from the development and commercialization of custirsen. On July 2, 2008, we and Isis amended the Original Isis
Agreement or the Amended Isis Agreement, pursuant to which we became solely responsible for the costs and
development of custirsen, and, in turn, assumed certain financial obligations to Isis, primarily related to sharing
revenue received by us from a third party as a result of a licensing transaction. ;

Under the amended agreement, Isis assigned to OncoGenex Technologies its rights in the patents claiming the

composition and therapeutic methods of using custirsen, and granted OncoGenex Technologies a worldwide,
nonexclusive license to their know-how and patents covering our core antisense technology and manufacturing
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technology solely for use with custirsen. The key product related patent that Isis assigned to OncoGenex
Technologies was U.S. Patent number 6,900,187 having an expiration date of at least 2021; and the key core
antisense technology patents Isis licensed OncoGenex Technologies are U.S. Patent number 7,919,472 having an
expiration date of 2026 and its foreign equivalents pending in Australia, Canada, the European Patent Convention
and Japan. In addition, Isis agreed that so iong as OncoGenex Technoiogies or its commercialization partner is using
commercially reasonable efforts to develop and commercialize custirsen, Isis will not research, develop or
commercialize an antisense compound designed to modulate clusterin. The amended agreement will continue until
OncoGenex Technologies or its commercialization partner is no longer developing or commercializing custirsen or
until Isis terminates the agreement for an uncured failure by OncoGenex Technologies to make a payment required
under the agreement. :

Licensing revenue that are based on a percentage of net sales of a licensor are defined as Royalty Revenue, while
other licensing revenue, with the exception of fair market value of equity and reimbursement of research and
development expenses, are defined as Non-Royalty Revenue. We will pay Isis royalties comprised of a-base
percentage of net sales of custirsen and a percentage of Royalty Revenue we receive in excess of a certain threshold
up to a certain cap. The amount of the royalties payable to Isis depends on whether Isis owes royalty payments to
third parties pursuant to its license agreements with such parties. Based on the Royalty Revenue we are eligible to
receive as a result of the royalty rates established in our collaboration with Teva, our total royalty obligations to Isis
will range between 6.38% and 7.00% of net sales of custirsen by Teva during the period Isis owes royalty payments
to third parties, and between 3.88% and 4.50% when those third-party obligations of Isis have expired, which we
expect to occur in 2017. '

We paid Isis $10 million in January 2010 as Isis’ share of Non-Royalty Revenue received by us in December 2009
in connection with our Collaboration Agreement with Teva. We do not anticipate making any further payments to
Isis in 2012 under the terms of the Amended Isis Agreement.

In addition, we are required to pay Isis 30% of all Non-Royalty Revenue we receive. Isis has disclosed in its
Securities and Exchange Commission, or SEC, filings that it is entitled to receive 30% of the up to $370 million in
milestone payments we may receive from Teva as part of the Collaboration Agreement; however, we believe that
certain of the milestone payments related to sales targets may qualify as Royalty Revenue, and therefore be subject
to the lesser payment obligations discussed above. We cannot provide any assurance that we will be entitled to
receive these milestone payments or, if we are, that the applicable amount payable to Isis will be less than 30%.
Neither we nor Isis can pursue the development or commercialization of any antisense compound for clusterin
outside of the Amended Isis Agreement. This arrangement will continue until custirsen is no longer being developed
or commercialized or until the Amended Isis Agreement is earlier terminated due to an uncured material breach.

To facilitate the execution and performance of the Collaboration Agreement, we and Isis agreed to amend the -
Amended Isis Agreement, which amendment provides that, among other things, if we are the subject of a change of
control with a thifd party, where the surviving entity immediately following such change of control has the right to.
develop and sell the product, then (i) a milestone payment of $20 million will be due and payable to Isis 21 days
following the first commercial sale of the product in the United States and (ii) unless such surviving entity had .
previously sublicensed the product and a royalty rate payable to Isis by us has been established, the applicable
royalty rate payable to Isis will thereafter be the maximum amount payable under the Amended Isis Agreement. Any
non-royalty milestone amounts previously paid will be credited towards the $20 million milestone if not already
paid. As a result of the $10 million milestone payment paid to Isis in relation to the Collaboration Agreement, the
remaining amount owing in the event of change of control discussed above is a maximum of $10 million. As we
have now licensed the product to Teva and established a royalty rate payable to Isis, no royalty rate adjustments -
would apply if Teva acquires us and is the surviving entity.

OncoGenex Technologies has agreed to indemnify Isis and persons affiliated with Isis against liabilities resulting
from the development, manufacture, use, handling, storage, sale or other commercialization or disposition of
custirsen caused by OncoGenex Technologies’ or its licensees’ or sublicensees’ gross negligence or willful
misconduct, or caused by OncoGenex Technologies’ material breach of the Original Isis Agreement, as amended.
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0GX-427

In January 2005, OncoGenex Technologies entered into a collaboration and license agreement with Isis to jointly
identify antisense compounds designed to inhibit the production of proteins encoded by specified gene targets.
OncoGenex Technologies is solely responsible for all product development activities for antisense compounds under
this collaboration. This relationship provides OncoGenex Technologies with access to Isis’ proprietary position in
second generation antisense chemistry. for use in specified products. OncoGenex Technologies was permitted to
designate up to two collaboration gene targets for collaborative research, development and commercialization. In
April, 2005, Hsp27 was confirmed as a collaboration gene target, and we and Isis jointly designed and screened
antisense compounds for this gene target. OncoGenex Technologies’ right to designate a second collaboration gene
target expired on January 5, 2007.

Under the terms of the agreement, in the event that OncoGenex Technologies abandons OGX-427, Isis may elect to
unilaterally continue development of OGX-427, in which case it must provide Tsis with a worldwide license or
sublicense'(as the case may be) of its relevant technology solely to develop and commercialize OGX-427 in’
exchange for a royalty on Isis’ sales of OGX-427.

In consideration for the grant of rights related to OGX-427, on May 5, 2005 OncoGenex Technologies issued Isis a
promissory note, which was converted into shares of OncoGenex Technologies that were subsequently exchanged in
the Arrangement for 53,200 shares of OncoGenex Pharmaceuticals common stock. Under the terms of the
agreement, OncoGenex Technologies may be obligated to make certain milestone payments to Isis contingent upon
the occurrence of certain clinical development and regulatory events related to OGX-427. It is also obligated to pay
to Isis certain milestone payments, as well as certain low to mid single-digit royalties on:net sales for 0GX-427,
with the amount of royalties dependirnig on whether third-party royalty payments are owed. We paid Isis
USD$750,000 in 2010 upon the initiation of a phase 2 clinical trial of OGX-427 in patients with CRPC. We did not
make any royalty payments to Isis under the terms of the agreement in 2011 and do not anticipate making any
royalty payments to Isis under the terms of the agreement in 2012.

OncoGenex Technologies has agreed to indemnify Isis and certain persons affiliated with Isis against liabilities
caused by its and its licensees’ and sublicensees’ gross negligence or willful misconduct, its material breach of the
collaboration and license agreement, and the manufacture, use, handling, storage, sale or other disposition of OGX-
427 that is sold by OncoGenex Technologies or its affiliates,agents or sublicensees.

The term of the collaboration and license agreement will continue for each product until the later of 10 years after
the date of the first commercial sale of OGX-427 and the expiration of the last to expire of any patents required to be
licensed in order to use or sell 0GX-427, unless OncoGenex Technologies abandons OGX-427 and Isis does not
elect to unilaterally continue development of OGX 427.

University of Brmsh Columbia
Custirsen

Efforts conducted at the Vancouver Prostate Centre are owned and managed by the University of British Columbia,
or UBC. Under a license agreement entered into in November 2001, as amended, UBC granted to OncoGenex
Technologies an exclusive, worldwide license to commercialize its existing intellectual property and any
improvements related to clusterin. This technology, combined with Isis* second-generation antisense chemistry, is
our product candidate custirsen. In connection with entering into the license agreement, we issued to UBC shares of
OncoGenex Technologies that were exchanged in the Arrangement for 15,243 shares of our common stock.
OncoGenex Technologies agreed to pay UBC low single digit royalties on milestones and the revenue from sales of
custirsen. OncoGenex Technologies is obligated to pay UBC CAD$2,000 in annual maintenance fees. In January
2010, we paid UBC CAD$333,333 as a result of upfront payments we received from Teva in December 2009 in
connection with our Collaboration Agreement. The occurrence and receipt of future milestone payments and the
generation of royalty revenue are uncertain. We do not anticipate making any royalty payments to UBC under the
terms of the agreement in 2012.
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OncoGenex Technologies agreed to use its commercially reasonable efforts.to develop and exploit the licensed
technology and any improvements. OncoGenex Technologies also agreed to promote, market and sell any resulting
products and to cause the market demand for such products to be satisfied. OncoGenex Technologies is permitted to-
sublicense the technology, subject to certain consent and other requirements. OncoGenex Technologies directs
patent prosecution and is responsible for ali fees and costs related to the preparation, filing, prosecution and
maintenance of the patent rights underlying the license agreement. OncoGenex Technologies indemnifies UBC and
certain of UBC’s affiliates against liability arising out of the exercise of any rights granted pursuant to the
agreement. The term of the agreement will expire on the later of 20 years from its effective date and the expiration
of the last patent licensed under the agreement. Subject to patent term extensions, the current granted patent for
custirsen expires in the United States in 2021 and would expire in all other jurisdictions by 2020. OncoGenex
Technologies has additional patent applications pending that, if issued and not invalidated, may extend the
expiration date of the last-to-expire patents. OncoGenex Technologies may also file additional patent applications
related to clusterin that could potentially extend the expiration date of the last to expire patent in this area.

0GX-427

Under a license agreement entered into in April 2005, as amended, UBC granted to OncoGenex Technologies an
exclusive; worldwide license to commercialize its existing intellectual property and any improvements related to
Hsp27. This technology, combined with Isis’ second-generation antisense chemistry, is our product candidate OGX-
427. In connection with entering into the license agreement, OncoGenex Technologies issued to UBC shares that
were exchanged in the Arrangement for 6,533 shares of our common stock. OncoGenex Technologies also agreed to
pay UBC low single digit royalties on the revenue from sales of OGX-427, which royalty rate may be reduced in the
event that OncoGenex Technologies must pay additional royalties under patent licenses entered into with third
parties in order to manufacture, use or sell 0GX-427. OncoGenex Technologies may be obligated to make milestone
payments to UBC contingent upon the occurrence of certain clinical development and regulatory events related to
0OGX-427. OncoGenex Technologies is obligated to pay UBC CAD$2,000 in annual maintenance fees. We paid
UBC CAD$100,000.in 2010 in relation to the initiation of a phase 2 trial of 0GX-427 in patients with CRPC. The
occurrence and receipt of upfront and milestone payments and the generation of royalty revenue are uncertain. We
do not anticipate making any royalty payments to UBC under the terms of the agreement in 2012.

Subject to certain exceptions, OncoGenex Technologies agreed to use its commercially reasonable efforts to

(i) develop and exploit the licensed technology and any improvements and (ii) promote, market and sell any
resulting products. OncoGenex Technologies is permitted to sublicense the technology, subject to certain consent
and other requirements. OncoGenex Technologies directs patent prosecution and is responsible for all fees and costs
related to the preparation, filing, prosecution and maintenance of the patent rights underlying the license agreement.
OncoGenex Technologies indemnifies UBC and certain of UBC’s affiliates against liability arising out of the
exercise of any rights granted pursuant to the agreement. The term of the agreement will expire on the later of 20
years from its effective date and the expiration of the last patent licensed under the agreement. Depending on the
outcome of the pending patent applications in the licensed patent family, and subject to any applicable patent term
extensions, a patent issuing from this family would expire in all jurisdictions by 2023. OncoGenex Technologies
may also file additional patent applications related to Hsp27 that could potentially extend the explratlon date of the
last to expire patent in this area.

OGX-225 and CSP-9222

Pursuant to the terms of our third-party license agreements relating to OGX-225 and CSP-9222, we will owe
payments upon the completion of product development milestones, as well as low to mid single digit royalties on
product sales. We do not anticipate making any milestone or royalty payments to third parties under the terms of
these agreements in 2012.

We are also obligated to pay annual license fees to third parties with respect to these product candidates. These

amounts are disclosed in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Contractual Obligations,” which is incorporated herein by reference.
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Summary of Milestone Obligations by Product Candidate

The following table sets forth the milestones that we may be required to pay to third parties under the license and
collaboration agreements described above. As described above, we will also be required to pay certain revenue-
based royalties with respect to each of our product candidates.

Milestone Obligations to Third Parties ; ; Amount Payable
Custirsen ’ ; _ _ _ - o __31% of non-royalty revenue
OGX-427 i e e U 1o $4,988,000 (1)(2)3)
0GX-225 Up to $4,336,000 (2)(3)
CSP-9222 ¢ o s v i Al LR R e L v,w;iﬁpw;sgzlzt,oof),ooos(zg

(1) Additional milestone payments may be required for product approvals outside the field of oncology.
(2) Payable in connection with initiating certain clinical trials and obtaining certain market approvals.

(3) Certain milestone payments are payable in Canadian dbllars, which are translated based on the December 31, 2011 exchange
rate of US$1.00 = CAD$1.0170, and rounded to the nearest $1,000.

(4) Payable in connection with initiating certain clinical trials, making certain regulatory filings and obtaining certain market
approvals.

Government Regulations
Drug Approval Process

Regulation by government authorities in the United States and other countries is a significant factor in our ongoing
research and development activities and in the production and marketing of our products. In order to undertake
clinical trials and to produce and market products for human use, mandatory procedures and safety standards
established by the FDA in the United States and by comparable agencies in other countries must be followed.

The standard process before a pharmaceutical agent may be marketed includes the following steps:
e pre-clinical studies, including laboratory evaluation and animal studies to test for initial safety and efficacy;

¢ submission to national health authorities of an IND or Clinical Trials Application, or CTA, or equivalent
dossier, which must be accepted by each national health authority before human clinical trials may
commence in that country; ' '

¢ adequate and well-controlled clinical trials to establish the safety and efficacy of thé drug in its intended
population and use(s);

e submission to appropriate national and/or regional regulatory health authorities of a New Drug Application
or NDA, or equivalent marketing authorization application, which application is not automatically accepted
for review; and

e approval by appropriate regulatory health authorities of the marketing authorization application prior to any
commercial sale or shipment of the drug in each country or jurisdiction.

As part of the regulatory health authority approval for each product, the drug-manufacturing establishment is subject
to inspection by the FDA and must comply with current Good Manufacturing Practices, or cGMP, requirements
applicable to the production of pharmaceutical drug products. The facilities, procedures and operations of
manufacturers must be determined to be adequate by the FDA before product approval.
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Preclinical studies include laboratory evaluation of the active drug substance and its formulation in animals to assess
the potential safety and efficacy of the drug and its formulation. Prior to initiating the first clinical testing of a new
drug product candidate, the results of the pre-clinical studies are submitted to regulatory health authormes as part of
an IND or CTA, and must be accepted before the proposed clinical trial(s) can begin.

Clinical trials for cancer therapeutics involve the administration of the mvestlgatlonal drug to patients with a defined
disease state, under the supervision of a qualified principal investigator.

Clinical trials are conducted in accordance with protocols that detail the parameters to be used to monitor safety and
efficacy. Each protocol is submitted to regulatory health authorities as part of the IND or CTA in each country
where clinical trials are to be conducted. Each clinical trial is approved and monitored by independent Institutional
Review Boards, or IRB, or Ethics Committees who consider ethical factors, informed consent documents, the safety
of human subjects and the possible liability of the institutions conducting a clinical trial. The IRB or Ethics
Committee may require changes in the clinical trials protocol, which may delay initiation or.completion of the trial.

Clinical trials typically are conducted in three sequential phases, although the phases may overlap. In phase 1, the
initial introduction of the drug to humans, the drug is tested for safety and clinical pharmacology. Phase 2 trials
involve more detailed evaluation of the safety and efficacy of the drug in patients with a defined disease. Phase 3
trials consist of large-scale evaluations of safety and efficacy of the investigational drug compared to accepted
standard therapy in a defined disease.

The process of completing clinical testing and obtaining regulatory approval for a new product takes a number of
years and requires the expenditure of substantial resources. The FDA, or another regulatory authority, may not grant
approval on a timely basis, if at all. We may encounter difficulties in securing regulatory approval or unanticipated
costs, which may delay or preclude the commercialization of our product candidates. For instance, regulatory
authorities may conclude that the data submitted in a marketing authorization application, such as a NDA, are not
adequate to support approval of a pharmaceutical agent and may require further clinical and pre-clinical testing, re-
submission of the application, and further review. Even after initial approval has been obtained, an indication may
be limited or conditioned on the provision of further studies to support an approved indication, and further studies
will be required to gain approval for the use of a product for clinical indications other than those for which the
product was approved initially. Also, regulatory authorities require post-marketing surveillance programs to monitor
the drug product’s side effects.

Marketing of pharmaceutical products outside of the United States is subject to regulatory requirements that vary
from country to country. In the European Union, the general trend has been towards coordination of common
standards for clinical testing of new drug products. Centralized approval in the European Union is coordinated
through the EMA. .

The level of regulation outside the United States and the European Union varies widely..The time required to obtain
regulatory approval from regulatory agencies in each country may be longer or shorter than that required for FDA or
EMA approval. In addition, in certain markets, reimbursement is subject to governmentally mandated prices.

Contract Research Agreements

Consistent with our strategy to outsource certain product development activities, we have established contract
research agreements for pre-clinical, manufacturing, and some data management services. We choose which
business or institution to use for these services based on their expertise, capacity, and reputation and the cost of the
service.

We also provide quantities of our product candidates to academic research institutions to investigate the mechanism
of action and evaluate novel combinations of product candidates with other cancer therapies in various cancer
indications. These collaborations expand our research activities for product candidates with modest contribution
from us.
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Research and Development Expenditures

For the years ended December 31,2011, 2010, and 2009, our expenditures for research and development activities
were $21.6 million, $18.5 million, and $20.2 million, respectively. Such research and development expenses
primarily related to the advancement of our product candidates custirsen and OGX-427.

Manufacturing

We do not own facilities for the manufacture of materials for clinical or commercial use. We rely and expect to
continue to rely on contract manufacturers to manufacture our product candidates in accordance with cGMP, for use
in clinical trials, as well as for process development as required. We will ultimately depend on contract
manufacturers for the manufacture of our products, when and if we have any, for commercial sale.

To date, all active pharmaceutical ingredient, or API, and drug product for custirsen and OGX-427 has been
manufactured by third parties on a purchase order basis, under cGMP. If our product candidates are approved for
commercial sale in the future, we may be required to contract with larger contract manufacturers that can meet
higher commercial drug quantities.

Intellectual Property

Our success depends in part on our ability and that of our collaborators to obtain and maintain proprietary protection
for our product candidates, technology, and know-how, to prevent others from infringing on the proprletary rights of
our product candidates, and to operate without infringing on the proprietary rights of others.

Patents

We have a license from UBC and ISIS to use, make, have made, or make improvements upon custirsen, OGX-427
and OGX-225. In addition, Isis has assigned a three-member patent family related to clusterin antisense to
OncoGenex Technologies, and we have a pending family of applications on an OGX-427 formulation.

As discussed above, certain intellectual property rights relating to custirsen have been sublicensed exclusively to
Teva, which has subsequently assumed direct contro! of the prosecution of those rights as custirsen is developed.

We have been granted non-exclusive rights to all intellectual property owned, licensed or otherwise controlled by
Isis as of the date of our agreements with Isis that relate to second-generation antisense chemistry and that are
required for our product candidates (such as custirsen, 0GX-427 and OGX-225). Isis is generally restricted from
engaging in research, development and commercialization of antisense compounds related to clusterin, Hsp27,
IGFBP-5 and IGFBP-2, other than as provided in the collaboration and license agreement related to each target. Isis
directs patent prosecution and is responsible for all fees and costs related to the preparation, filing, prosecution and-
maintenance of these patent rights, which extend to numerous jurisdictions throughout the world. Individual patents
have terms of protection depending on the laws of the countries in which the applications are made.

Intellectual property relating to CSP-9222 is licensed from Bayer.

We direct patent prosecution, and are responsible for all fees and costs related to the preparation, filing, prosecution
and maintenance of the patent rights for intellectual property under license from UBC and Bayer covering OGX-
427, 0GX-225 and CSP-9222. We file patent applications for this intellectual property in the United States, Canada,
Europe (through the European Patent Office), Japan and other jurisdictions.

Composition of matter patents covering custirsen, 0GX-427, and CSP-9222 have issued in the United States and
certain other jurisdictions. Additional patent applications covering all of these products, as well as other

technologies, are pending in the United States and certain other countries.

Generally, patents issued in the United States are effective for 20 years from the earliest non-provisional filing date,
if the application from which the patent issues was filed on or after June 8, 1995 (otherwise the term is the longer of
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17 years from the issue date and 20 years from the earliest non-provisional filing date). The duration of patent terms
for non-U.S. patents is typically 20 years from the earliest corresponding national or international filing date. Our
licensed UBC patent estate, based on those patents and applications existing now and expected by us to issue, will
expire in years ranging from 2020 -to 2024, which dates do not include extensions that may be available: Our CSP-
9222 patent terms will expire starting from 2023. Patent term extensions, specifically to make up. for regulatory
delays, are available in the United States, Europe and Japan. Although we believe that some or all of our product
candidates will meet the criteria for patent term extensions, we can provide no assurance that we will obtain such
extensions.

We also rely on unpatented trade secrets, proprietary know-how and continuing technological innovation, which we
seek to protect, in part, by confidentiality agreements with our corporate partners, collaborators, employees and
consultants in our drug development research. We can provide no assurance that these agreements will not be
breached, that we will have adequate remedies for any breach, or that our trade secrets or know-how will not
otherwise become known or be independently discovered by competitors. Further, we can provide no assurance that
we will be able to protect our trade secrets or that others will not 1ndependently develop substantially equivalent.
proprietary information and techniques.

Trademarks

We own two approved Canadian trademarks: OncoGenex™ and Bringing Hope to Life™., We have registered the
corresponding trademark Bringing Hope to Life® in the United States, and applied for OncoGenex™ in the United
States. We are aware of a company called Tikvah Therapeutics of Atlanta, Georgia, which has filed Bringing Hope
to Life™ for different goods and services on an intent-to-use basis. We and Tikvah have agreed not to oppose or
prevent the other from estabhshmg 1ts respective marks for its respectlve goods.

We can provide no assurance that our registered or unregistered trademarks or trade names will not infringe upon
third-party rights or will be acceptable to regulatory agencies.

Competition

The life sciences industry is highly competitive, and we face significant competition' from many pharmaceutical,
biopharmaceutical and biotechnology companies that are researching and marketing products designed to address
cancer indications for which we are currently developing products or for which we may develop products in the
future. We are aware of several other companies which are developing therapeutics that seek to promote tumor cell
death. For example, cabazitaxel and abiraterone acetate were recently approved by the FDA for the treatment of
patients w1th CRPC Also MDV3100 and alpharadin have demonstrated ‘survival 1mprovements in Phase 3 trrals

Many oncology drugs in clinical trials are being developed for the four primary indications: lung, bréast, colorectal,
and prostate cancer. Certain of these drugs are designed, like custirsen, 0GX-427, and OGX-225, to interfere with
mechanisms potentially involved with treatment resistance. If new drugs targetmg mechanisms of treatment
resistance are approved for sale for the indications that we are évaluating in advance of our product candrdates or
even after their commercialization, the market’s interest in cur product candidates may be reduced. We are aware of
several other companies developing therapeutic products, whether antisense or otherwisé; that seek fo promote
tumor cell death by inhibiting proteins believed to promote cell survival. Our competitors may seek to identify gene
sequences, protein targets or antisense chemistry different from ours, and outside the scope of our intellectual -
property protection, to develop antisense therapeutics that serve the same function as our product candidates. Our
competitors may also seek to use mechanisms other than antisense to inhibit the proteins that our product candldates
are designed to inhibit.

Some of our product candidates’ development plans include pursuing prostate cancer indications. Substantial
advancements in the treatment of prostate cancer have occurred in the past two years and néw products from our
competitors have been approved for marketing on the basis of showing a survival advantage. Many of our existing
and potential competitors have substantially greater financial resources and expertise than we do in manufacturing
and developing products, conducting clinical trials, obtaining regulatory approvals, and marketing. These entities
also compete with us in recruiting and retaining qualified scientific and management pefsonnel; as well as in
acquiring products and technologies complementary to our programs. Standard treatments vary considerably by
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cancer indication, and new drugs may be more effective in treating one cancer indication than another. In addition,
cancer is a difficult disease to treat and it is likely that no one therapeutic will replace all other therapies in any
particular indication. Therapeutic strategies for treating cancer are increasingly focused on combining a number of
drugs in order to yield the best results. Since custirsen and OGX-427 are intended to be used in multiple cancer
indications and target the tumors’ adaptive survival mechanisms, these drugs may potentially be synergistic with
many new and currently marketed therapies. Our ability to compete successfully will depend largely on our ability
and, where applicable, the ability of our collaborators to:

e maintain or establish development programs in combination with new agents that may replace or diminish
the markets for which we are currently developing our product candidateS'

e establish that our product candidates are well tolerated and result in a chmcal benefit when administered to
cancer patients;

o  establish that our product candidates address significant unmet needs for patlents, resultmg in ptioritization
of our product candidates over other treatment options;

e advance the development of our lead programs, including the enrollment of patients for our clinical trials;

e gain regulatory approval for our product candldates in their respective first indications as well as expand
into additional indications;

e commercialize our lead product candidates successfully, which ineludes convincing physicians, insurers,
and other third-party payors of the advantages of our products over currént therapies, when and if they have
advantages;

e obtain intellectual property protection and protect the exclusivity for our product candidates and products,
when and if we have any; and

e acquire other product candidates to expand our pipeline.
Employees ‘

We have a total of 35 employees, of whom 24 are engaged in research and development functions, including chmcal
development, regulatory affairs and manufacturing, and 11 are engaged in general and administrative fanctions,
including accounting and finance, administration, and corporate communications. Three of our 35 employees are
employed on a part-time basis.

All of our employees have entered into non-disclosure agreements regarding our intellectual property, trade secrets
and other confidential information. None of our employees are represented by a labor union or covered by a
collective bargammg agreement nor have we experienced any work stoppages. We believe that we maintain
satlsfactory relations with.our employees ,

From time to tlme, we also use outside consultants to prov1de advice on our chmcal development plans, research
programs, admm1strat1on and potential acquisitions of new technologies. .

Company Information

We were incorporated in California in October 1991 and subsequently reorganized as a Delaware corporationin | ,
March1995. Our prmc1pal executive offices are. located at 1522 - 217th Place SE, Suite 100, Bothell, Washmgton '
98021, and our telephone number is (425) 686- 1500.

On August 21, 2008, pursuantto the Arrangement, OncoGenex Technologies Inc. l)ecame our wholly owned
subsidiary. OncoGenex Technologies was incorporated under the federal laws of Canada in May 2000. OncoGenex,
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Inc., a former subsidiary of OncoGenex Technologies, was incorporated under the laws of Washington in August
2005 and was dissolved pursuant to the Articles of Dissolution filed on July 1, 2009.

Available Information

We maintain a website at http://www.oncogenex.com. The information contained on or accessible through our
website is not part of this Annual Report on Form'10-K. Our Annual Report on Form 10-K, Quarterly Reports on
Form 10-Q, Current Reports on Form 8-K and amendments to reports filed or furnished pursuant to Sections 13(a)
and 15(d) of the Securities Exchange Act of 1934, as amended, or Exchange Act, are available free of charge on our
website as soon as reasonably practicable after we electronically file such reports with, or furnish those reports to,
the SEC. » g
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ITEM 1A.. RISK FACTORS
Risks Related to Our Business

Investing in our common stock involves a high degree of risk. You should consider carefully the risks and
uncertainties described below, together with all of the other information contained in this Annual Report on Form
10-K, before deciding to invest in our common stock. If any of the following risks materialize, our business, financial
condition, results of operation and future prospects will likely be materially and adversely affected. In that event, the
market price of our common stock could decline and you could lose all or part of your investment.

Risks Related to Our Business

We have a limited operating history, have incurred losses since inception and anticipate that we will continue to
incur losses for the foreseeable future. We have never had any products available for commercial sale and we
may never achieve or sustain profitability.

We are a clinical-stage biopharmaceutical company with a limited operating history. We are not profitable and have
incurred losses in each year since our inception. We have never had any products available for commercial sale and
we have not generated any revenue from product sales nor do we anticipate that we will generate revenue from
product sales in the foreseeable future. Our only revenue to date has been collaboration revenue under our
Collaboration Agreement with Teva. We have not yet submitted any products for approval by regulatory authorities
and we continue to incur research and development and general and administrative expenses related to our
operations. We expect to continue to incur losses for the foreseeable future, and we expect these losses to increase as
we continue our research activities and conduct development of, and seek regulatory approvals for, our product
candidates, and prepare for and begin to commercialize any approved products. If our product candidates fail in
clinical trials or do not gain regulatory approval, or if our product candidates do not achieve market acceptance, we
may never become profitable. Even if we achieve profitability in the future, we may not be able to sustain
profitability in subsequent periods.

Our clinical trials may be suspended or terminated at any time, including by the FDA, other regulatory
authorities, the Institutional Review Board overseeing the clinical trial at issue, by a clinical trial site or
investigator, by Teva in the case of custirsen, or by us. Any failure or significant delay in completing clinical
trials for our product candidates could materially harm our financial results and the commercial prospects for
our product candidates.

We do not know whether any of our currently planned clinical trials for custirsen or OGX-427 will proceed or be
completed on schedule, if at all, or, with respect to our other product candidates, whether we will be able to initiate
any future pre-clinical studies or clinical trials, as applicable, beyond those currently planned. The completion or
commencement of future pre-clinical studies or clinical trials could be substantially delayed or prevented by several
factors, including:

¢ limited number of, and competition for, suitable patients with the particular types of cancer required for
enrollment in our clinical trials;

¢ limited number of, and competition for, suitable sites to conduct clinical trials;
decrease in Teva’s level of focus and efforts to develop custirsen;
introduction of new product candidates to the market in therapeutic areas similar to those that we are
developing for our product candidates;

e concurrent evaluation of new investigational product candidates in therapeutic areas similar to those that
we are developing for our product candidates; '

¢ delay or failure to obtain the FDA’s or non-U.S. regulatory agencies’ approval or agreement to commence
a clinical trial, including our phase 3 or registration clinical trials or amendment of those trials under an
SPA,;

* delay or failure to obtain required future additional funding, when needed, through private or public
offerings of our equity securities, debt financings, or the execution of a licensing, partnership or
collaboration agreement with a third party for any of our product candidates;
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e delay or failure to obtain sufficient manufacturing supply of custirsen;

¢ delay or failureto obtain sufficient supplies of any of our product candidate for our clinical trials;

¢ delay or failure to reach agreement on acceptable clinical trial agreement terms or clinical trial protocols
with prospectivé sites or investigators; and
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prospective site.

The completion of our clinical trials currently in progress could also be substantlally delayed or prevented by several
factors, including:

slower than expected rates of patient recruitment and enrollment;
failure of patients to complete the clinical trial; ‘
unforeseen safety issues;
lack of efficacy evidenced during clinical trials;
termination of our clinical trials by one or more clinical trial sites, investigators, IRB’s, data safety
monitoring boards, or FDA; ' :
inability or unwillingness of patients or medical investigators to follow clinical trial protocols;
inability to monitor patients adequately during or after treatment; ‘

. introduction of competitive products that may impede our ability to retain patients in clinical trials;
delay or failure to obtain sufficient manufacturing supply of custirsen or OGX-427; and
delay or failure to obtain future additional funding through private or public offerings of our equity
securities, debt financings, or the execution of a licensing, partnership or collaboration agreement with a
third party for any of our product candidates in the event of material unforeseen costs relating to our
clinical trials currently in progress.

We depend on our collaborative relationship with Teva to further develop and commercialize custirsen, and if our
relationship is not successful or is terminated, we may not be able to effectively develop and/or commercialize
custirsen, which would have a material adverse effect on our business.

We depend on Teva to collaborate with us to develop and globally commercialize custirsen. Furthermore, under the
Collaboration Agreement, we and Teva must agree on any changes to the Clinical Development Plan for custirsen.
As a result of our dependence on Teva, the eventual success or commercial viability of custirsen is largely beyond
our control. The financial returns to us, if any, under the Collaboration Agreement depend in large part on the
achievement of development and commercialization milestones, plus a share of any revenue from sales. Therefore,
our success, and any associated financial returns to us and our investors, will depend in large part on Teva’s
performance under the Collaboration Agreement. We are subject to a number of additional specific risks associated
with our dependence on our collaborative relationship with Teva, including:

o adverse decisions by Teva or the Joint Steermg Committee regarding the development and
commercialization of custirsen;

e possible disagreements as to the timing, nature and extent of our development plans, including clinical
trials or regulatory approval strategy; :

loss of significant rights if we fail to meet our obligations under the Collaboratlon Agreement;

our limited control over clinical trials of custirsen;

changes in key management personnel at Teva, including in members of the Joint Steering Comm1ttee and

possible disagreements with Teva regarding the Collaboration Agreement, sharing of costs for cllmcal trials

or ownership of proprietary rights.

If we and Teva are unable to reach an agreement under the Clinical Development Plan, or if either we or Teva fail to
perform our respective obligations or effectively manage our relationship, any clinical trial, regulatory approval or
development progress could be significantly delayed or halted, could result in costly or time-consuming litigation or
arbitration and could have a material adverse effect on our business.

31



Decisions by Teva to either reduce or eliminate its participation in the oncology field, to emphasize other
competitive agents currently in its portfolio, or to add additional competitive agents to its portfolio could result in a
decision to terminate the Collaboration Agreement; in which event, among other things, we may be responsible for
paying any remaining costs of all three phase 3 clinical trials. Any such termination could adversely affect the
timing and extent of our development and commercialization activities, which could cause significant delays and
funding shortfalls for those activities and seriously harm our business.

We are highly dependent on the success of our lead product candidate, custirsen, and we cannot give any
assurance that custirsen, or any of our other product candidates, will receive regulatory approval or will be
successfully commercialized.

Custirsen has been evaluated in five phase 2 clinical trials, the results of which were previously disclosed. If
competitive products developed by third parties show significant benefit in the cancer indications in which we are
developing our product candidates, any planned supportive or primary registration trials may be delayed, altered or
not initiated and custirsen may never receive regulatory approval. In order to market custirsen, we and Teva must,
among other things, conduct additional clinical trials, including phase 3 or registration clinical trials, to demonstrate
safety and efficacy. We have one ongoing registration trial with custirsen in patients with CRPC. An additional
registration trial in patients with first-line NSCLC is planned to initiate in the second half of 2012, and we plan to
initiate a second trial in combination with cabazitaxel as second-line chemotherapy in patients with CRPC in the
second half of 2012 to replace the SATURN trial. OGX-427 has been evaluated in humans, although we have very
limited safety data and have not yet established efficacy in humans. Additional clinical trials will be required for
OGX-427 to establish the safety and efficacy of this product candidate. Neither OGX-225 nor CSP-9222 has been
tested in humans. Our pre-clinical testing of these product candidates may not be successful and we may not be able
to clinically evaluate them. Our clinical development programs for our product candidates may not receive
regulatory approval either if such product candidates fail to demonstrate that they are safe and effective in clinical
trials and consequently fail to obtain necessary approvals from the FDA, or similar non-U.S. regulatory agencies, or
if we have inadequate financial or other resources to advance these product candidates through the clinical trial
process. Any failure to obtain regulatory approval of custirsen or our other product candidates could have a matenal
and adverse effect on our business.

Clinical trials may not demonstrate a clinical benefit of our product candidates.

Positive results from pre-clinical studies and early clinical trials, including those results from the custirsen or OGX -
427 clinical trials conducted to date, should not be relied on as evidence that later-stage or large-scale clinical trials
will succeed. We will be required to demonstrate with substantial evidence through well-controlled clinical trials
that our product candidates are safe and effective for use in a diverse population before we can seek regulatory
approvals for their commercial sale. Success in early clinical trials does not mean that future clinical trials will be
successful because product candidates in later-stage clinical trials may fail to demonstrate sufficient safety and
efficacy to the satisfaction of the FDA and other non-U.S. regulatory authorities despite having progressed through
initial clinical trials. Further, preliminary results from our clinical trials may not be confirmed in final data, or may
change materially.

Even after the completion of our planned phase 3 clinical trials, the FDA or other non-U.S. regulatory authorities
may disagree with our clinical trial design and our interpretation of data, and may require us to conduct additional
clinical trials to demonstrate the efficacy of our product candidates.

If our competitors develop and market products that are more effective, safer or less expensive than our future
product candidates, our clinical trials and commercial opportunities will be negatively affected.

The life sciences industry is highly competitive, and we face significant competition from many pharmaceutical,
biopharmaceutical and biotechnology companies that are researching and marketing products designed to address
cancer indications for which we are currently developing products or for which we may develop products in the
future. For example, cabazitaxel and abiraterone acetate were recently approved by the FDA for the treatment of
patients with CRPC. Also, MDV3100 and alpharadin have demonstrated meaningful improvement in Phase 3 trials.
We are aware of several other companies which are developing therapeutics that seek to promote tumor cell death.
Any products we may develop in the future are also likely to face competition from other drugs and therapies. Many
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of our competitors have significantly greater financial, manufacturing, marketing and drug development resources
than we do. Large pharmaceutical companies, in particular, have extensive experience in clinical testing and in
obtaining regulatory approvals for drugs. These companies also have significantly greater research and marketing

capablhtxes than we do. In addition, many universities and private and public research institutes are, or may become,
active in cancer regearch. which products may directly compete with ours, If our competitors market products that
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are more effective, safer or less expensive than our future product candidates, if any, or that reach the market sooner
than our future product candidates, if any; we may not achieve commercial success.

If new therapies become broadly used, we may need to conduct clinical trials of our product candidates in
combination with these new therapies to demonstrate safety and efficacy of the combination. Additional trials will
delqy the development of our product candidates and increase our costs. The failure of certain of our product
candidates to work in combination with these new therapies would have an adverse effect on our business.

Our intention is to combine certain of our product candidates with therapies that are broadly used by clinicians and
considered highly effective. As new therapies are developed, we will need to assess these therapies to determine
whether to conduct clinical trials of our product candidates in combination with them to demonstrate safety and
efficacy of the combination. If we determine that it is appropriate to conduct additional clinical trials of our product
candidates in combination with these new therapies, the development of our product candidates will be delayed and
our costs will be increased. If these clinical trials generate safety concerns or lack of efficacy, our business would be
adversely affected.

If our product candidates are approved in combination with a specific therapy that is broadly used and that therapy is
displaced by another product, the market for our product candidate may decrease.

Our product candidates may cause undesirable and potentially serious side effects durmg clinical trials that
could delay or prevent their regulatoty approval or commercialization.

Since patients in our chnlcal trials have advanced stages of cancer, we expect that additional adverse events;
including serious adverse events, will occur.

Undesirable side effects caused by any of our product candidates could cause us or regulatory authorities to
interrupt, delay or halt clinical trials and could result in the denial of regulatory approval by the FDA or non-U.S.
regulatory authorities for any or all targeted indications. This, in turn, could prevent us from commercializing our
product candidates and generating revenue from their sale. In addition, if our product candidates receive marketing
approval and we or others later identify undesirable side effects caused by the product:

Teva may elect to terminate the ongoing clinical trials and cease development of custirsen;
regulatory authorities may withdraw their approval of the product;
e we may be required to recall the product, change the way the product is administered, conduct additional
clinical trials or change the labeling of the product;
a product may become less competmve and product sales may decrease and
e our reputation may suffer.

Any one or a combination of these events could prevent us from achieving or maintaining market acceptance of the
affected product or could substantjally increase the costs and expenses of commercializing the product, which in
turn could delay or prevent us from generating significant revenue from the sale of the product. Recent events have
raised questions about the safety of marketed drugs and may result in increased cautiousness by the FDA in
reviewing new drugs based on safety, efficacy or other regulatory considerations and may result in significant delays
in obtaining regulatory approvals, additional clinical trials being required, or more stringent product labeling
requirements. Any delay in obtaining, or the inability to obtain, applicable regulatory approvals would prevent us
from commercializing our product candidates.

We rely, in part, on third parties to conduct clinical trials for our product candidates and plan to rely on third
Dparties to conduct future clinical trials. If these third parties do not successfully carry out their contractual duties
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or meet expected deadlines, we may be unable to obtain regulatory approval for or commercialize our current and
Sfuture product candidates.

To implement our product development strategies, we rely on third parties, such as collaborators, contract research
organizations, medical institutions, clinical investigators and contract laboratories, to conduct clinical trials of our
product candidates. In particular, we will have limited control over the two custirsen phase 3 trials over which Teva
will have primary oversight. Although we rely on third parties to conduct our clinical trials, we are responsible for
ensuring that each of our clinical trials is conducted in accordance with our investigational plan and protocol.
Moreover, the FDA and non-U.S. regulatory authorities require us to comply with regulations and standards,
commonly referred to as Good Clinical Practices, or GCPs, for conducting, monitoring, recording and reporting the
results of clinical trials to ensure that the data and results are scientifically credible and accurate and that the clinical
trial subjects are adequately informed of the potential risks of participating in clinical trials. Our reliance on third
parties does not relieve us of these responsibilities and requirements. If the third parties conducting our clinical trials
do not perform their contractual duties or obligations, do not meet expected deadlines or need to be replaced, or if
the quality or accuracy of the clinical data they obtain is compromised due to the failure to adhere to GCPs or for
any other reason, we may need to enter into new arrangements with alternative third parties and our clinical trials
may be extended, delayed or terminated. In addition, a failure by such third parties to perform their obligations in
compliance with GCPs may. cause our clinical trials to fail to meet regulatory requxrements which may requlre us to
repeat our clinical trials.

We rely on third parties to manufacture and supply our product candidates and other agents used in our clinical
trials. -

We do not own or operate manufacturing facilities, and we depend on third-party contract manufacturers for
production of our product candidates and rely on other companies and their manufacturers for other agents used in
our clinical trials. We lack the resources and the capability to manufacture any of our product candidates ourselves.
To date, our product candidates have been manufactured in limited quantities for pre-clinical studies and clinical
trials. All active pharmaceutical ingredient, or AP, and drug-product for custirsen and OGX-427:has been
manufactured for us by third parties pursuant to a purchase order or short-term contract that has been fulfilled.

If, in the future, one of our product candidates is approved for commercial sale, we, or a pharmaceutical partner that
has licensed such product candidate, will need to manufacture that product candidate in commercial quantities. We
cannot provide assurance that the third-party manufacturers with which we have contracted in the past will have
sufficient capacity to satisfy our future manufacturing needs, that we will be able to negotiate additional purchases
of API or drug product from these or alternative manufacturers on terms favorable to us, if at all; or that a
pharmaceutical partner that has licensed such product candidate w111 have sufficient capacity or expertlse to satlsfy
future needs. -

Third-party manufacturers may fail to perform under their contractual obligations, or may fail to deliver the required
commercial quantities of bulk API or finished drug product on a timely basis and at commercially reasonable prices.
We have experienced manufacturing quality issues resulting in an unusable lot of product candidate. Any
performance failure on the part of our contract manufacturers could delay clinical development or regulatory
approval of our product candidates or commercialization of our future product candidates, depriving us of potential
product revenue and resulting in additional losses. If we are required to identify and qualify an alternate
manufacturer, we may be forced fo delay or suspend our clinical trials, regulatory submissions, required approvals or
commercialization of our product candidates, which may cause us to incur higher costs and could prevent us from
commercializing our product candidates successfully. If we are unable to find one or more replacement
manufacturers capable of production at a reasonably favorable cost, in adequate volumes, of adequate quality, and
on a timely basis, we would likely be unable to meet demand for our product candidates and our clinical trials could
be delayed or we could lose potential revenue. Our ability to replace an existing API manufacturer may be difficult
because the number of potential manufacturers is limited to approximately five manufacturers, and the FDA must
inspect any replacement manufacturer and review information related to product produced at the manufacturer
before they can begin manufacturing our product candidates. It may be difficult or impossible for us to identify and
engage a replacement manufacturer on acceptable terms in a timely manner, if at all. We expect to continue to
depend on third-party contract manufacturers for the foreseeable future.
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Our product candidates require precise, high-quality manufacturing. Any of our contract manufacturers will be
subject to ongoing periodic unannounced inspection by the FDA and non-U.S. regulatory authorities to ensure strict
compliance with cGMP, and other applicable government regulations and corresponding standards. If our contract
manufacturers fail to achieve and maintain high manufacturing standards in compliance with cGMP regulations, we

may experience manufacturing errors resulting in patient injury or death, product recalls or withdrawals, delays or

interruptions of production or failures in product testing or delivery, delay or prevention of filing or approval of
marketing applications for our product candidates, cost overruns or other problems that could seriously affect our
business. ‘ ‘

Significant manufacturing scale-up may require additional validation studies, which the FDA must review-and
approve. Additionally, any third-party manufacturers we retain to manufacture our product candidates on a
commercial scale must pass an. FDA pre-approval inspection for conformance to cGMP regulations before we can
obtain approval of our product candidates. If we are unable to successfully increase the manufacturing capacity for a
product candidate in conformance with cGMP regulations, the regulatory approval or commercxal launch of any
related products may be delayed or there may be a shortage in supply. .

We also rely on third-parties for the provision of other agents used in our clinical trials, and in some circumstances
these agents are provided to us at no cost. We have no assurance that these third-parties will continue to provide
their products to us at no cost.

Because we depend on financing from third parties for our operations, our business may fail if such financing
becomes unavailable or is not available on commercially reasonable terms.

To date, we have financed our operations primarily through the sale of our equity securities and from the upfront
payment we received pursuant to the Collaboration Agreement with Teva. We believe that our existing capital
resources and interest on such resources will be sufficient to meet our current operating requirements into 2014. If;
however, the Collaboration Agreement with Teva were to terminate or if Teva fails to fulfill its obligations under the
Collaboration Agreement, or if patients live longer as a result of new or investigational therapies, or if the trials
proceed slower than expected or are initiated later than expected, or if we change our development plans, acquire
rights to new product candidates or cannot find third-party collaborators for our other product candidates, we may
need additional capital sooner than we expect. Our future capital requirements will depend on many factors,
including, without limitation:

e  maintaining our partnership with Teva and Teva’s ongoing commitment to develop custirsen in a timely
manner; _ _

e whether we experience delays in our pre-clinical and clinical development programs, or slower-than-
anticipated product development or rate of events;
the scope and results of our pre-clinical studies and clinical trials; ; ‘
whether opportunities to acquire additional product candidates arise and the costs of acquiring and
developing those product candidates;

¢ whether we are able to enter into additional third-party collaborative partnerships to develop and/or
commercialize any of our other product candidates on terms that are acceptable to us;

e the timing and requirements of, and the costs involved in, conducting studies requlred to obtain regulatory
approvals for our product candidates from the FDA and comparable foreign regulatory agencies;

e the availability of third parties to perform the key development tasks for our product candidates, including.
conducting pre-clinical studies and clinical trials and manufacturing our product candidates to be tested in
those studies and trials and the associated costs of those services; ,

¢ the costs involved in preparing, filing, prosecuting, maintaining, defending the Vahdxty of and enforcmg
patent claims and other costs related to patent rights and other mtellectual property rights, including
litigation costs and the results of such litigation; and :

e whether we modify our development program, including terminating and startmg new trials.

If we are unable to raise funds on acceptable terms when it becomes necessary to do so, we may not be able to
continue developing our product candidates, acquire or develop additional product candidates or respond to
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competitive pressures or unanticipated requirements. For these reasons, any inability to raise additional funds when
we require it could have a material adverse effect on our business.

Although we have entered into a Collaboration Agreement with Teva for custirsen, we have not yef partnered with
third-party collaborators with respect to any of our other product candidates, and we cannot control whether we will
be able to do so on favorable terms, if at all.

Our business strategy relies in part on potentially partnering successful product candidates with larger companies to
complement our internal development and commercialization efforts. While we have successfully entered into a
Collaboration Agreement with Teva with respect to custirsen, it may be difficult for us to find third parties that are
willing to enter into a collaboration on acceptable economic terms, if at all, with respect to our other product
candidates. We also will be competing with many other companies as we seek partners for our other product
candidates and may not be able to compete successfully against those companies. If we are not able to enter into
collaboration arrangements for our other product candidates and custirsen does not achieve regulatory approval or is
delayed, we would be required to undertake and fund further development, clinical trials, manufacturing and
commercialization activities solely at our own expense and risk. If we are unable to finance and/or successfully
execute those expensive activities, our business could be materially and adversely affected, and we may be forced to
discontinue clinical development of these product candidates.

Even if we or Teva receive regulatory approval to market our product candldates, the market may not be receptive
to our products. :

Even if our product candidates obtain regulatory approval, they may not gain market acceptance among physicians,
patients, healthcare payors and/or the medical community. We believe that the degree of market acceptance will
depend on a number of factors, including: :

timing of market introduction of competitive prodiicts;

safety and efficacy of our products;

prevalence and severity of any side effects;

potential advantages or disadvantages over alternative treatments;

strength of marketing and distribution support;

price of our products, both in absolute terms and relative to alternative treatments; and
availability of coverage and reimbursement from government and other third-party payors.

If our future product candidates fail to achieve market acceptance, we may not be able to generate 51gn1ﬁcant
revenue or achieve or sustain profitability.

If we were to be successfully sued related to our products or operatmns, we could face substantial liabilities that
may exceed our resources.

We may be héld liable if any of our products or operations cause injury or death or are found otherwise unsuitable
during product testing, manufacturing, marketing or sale. These risks are inhetent in the development of
pharmaceutical products. We currently maintain Commercial General and Umbrella Liability policies with
combined limits of $10 million per occurrence and in the aggregate, in addition to a $10 million per claim and
annual aggregate product liability insurance policy related to our clinical trials consistent with industry standards.
When necessary for our products, we intend to obtain additional product liability insurance. Insurance coverage may
be prohibitively expensive, may not fully cover potential liabilities or may not be available in the future. Inability to
obtain sufficient insurarice coverage at an‘aceéptable cost or otherwise to protect against potential product liability
claims could prevent-or inhibit the commercialization of our products: If we were to be sued for any injury caused
by or associated with our products or operations, the litigation could consume substantlal time and attention of our
management, and the resulting liability could exceed our total assets:. :
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If we fail to acquire and develop products or product candidates at all or on commercially reasonable terms, we
may be unable to grow our business.

We currently do not have internal discovery capabilities and depend on pharmaceutical and biotechnology
companies and other researchers to sell or license products or product candidates to us. To date, three of our product
candidates have been derived from technologies discovered by the Vancouver Prostate Centre and licensed to us by
UBC, and one candidate has been in-licensed from Bayer. We intend to continue to rely on the Vancouver Prostate

- Centre, UBC and other research institutions and other biotechnology or pharmaceutical companies as sources of
product candidates. We cannot guarantee that the Vancouver Prostate Centre or UBC will continue to develop new
product candidate opportunities, that we will continue to have access to such opportunities or that we will be able to
purchase or license these product candidates on commercially reasonable terms, if at all. If we are unable to
purchase or license new product candidates from the Vancouver Prostate Centre or UBC, we will be required to
identify alternative sources of product candidates.

The success of our product pipeline strategy depends on our ability to identify, select and acquire pharmaceutical
product candidates. Proposing, negotiating and implementing an economically viable product acquisition or license
is a lengthy and complex process. We compete for partnering arrangements and license agreements with
pharmaceutical and biotechnology companies and academic research institutions. Our competitors may have
stronger relationships with third parties with whom we are interested in collaborating and/or may have more
established histories of developing and commercializing products. As a result, our competitors may have a
competitive advantage in entering into partnering arrangements with such third parties. In addition, even if we find
promising product candidates, and generate interest in a partnering or strategic arrangement to acquire such product
candidates, we may not be able to acquire rights to additional product candidates or approved products on terms that
we find acceptable, if at all. If we fail to acquire and develop product candidates from others, we may be unable to
grow our business. :

We expect that any product candidate that we acquire rights to will require additional development efforts prior to
commercial sale, including extensive clinical evaluation and approval by the FDA and non-U.S. regulatory
authorities. All product candidates are subject to the risks of failure inherent in pharmaceutical product development,
including the possibility that the product candidate will not be shown to be sufficiently safe and effective for -
approval by regulatory authorities. Even if the product candidates are approved, we can make no assurance that we
would be capable of economically producing the product or that the product would be commercially successful.

We will need to retain additional personnel and expand our other resources in order to promote custirsen in the
event we exercise our co-promotion option and develop our other product candidates. If we fail to effectively
expand our operations, including attracting and retaining key management and scientific personnel, we may be
unable to successfully develop or commercialize our product candidates and our business may be materially
adversely affected.

We will need to expand and effectively manage our managerial, operational, financial, development and other
resources in order to successfully pursue our development and commercialization efforts for our existing and future
product candidates. Our success depends on our continued ability to attract, retain and motivate highly qualified
personnel, such as management, pre-clinical and clinical personnel, including our executive officers Michelle Burris,
Scott Cormack, and Cindy Jacobs. In addition, although we have entered into employment agreements with each of
Ms. Burris, Mr. Cormack; and Dr. Jacobs, such agreements permit the executive to terminate his or her employment
with us at any time, subject to providing us with advance written notice.

Should custirsen receive marketing approval in the United States and Canada, or should we exercise our co-
promotion option, we would need to hire a substantial number of specialized personnel, including field-based
medical affairs representatives. In turn, we would need to increase our administrative headcount to support such
expanded development and commercialization operations with respect to our product candidates. Our ability to
attract and retain qualified personnel in the future is subject to intense competition for qualified personnel among
biotechnology, pharmaceutical and other businesses and our current financial position. The loss of the services of
any of our senior management could delay or prevent the development and commercialization of our product
candidates, or have other adverse effects on our business for an indefinite term. In particular, if we lose any
members of our current senior management team, we may not be able to find suitable replacements in a timely
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fashion, if at all and our business may be harmed as a result. If any of such events were to occur, among other
things, we may not be able to comply with our contractual obligations to Teva under our Collaboration Agreement
or advance our product candidates, which could have a material adverse effect on our business.

We have scientific and clinical advisors who assist us in formulating our development and clinical strategies. These
advisors are not our employees and may have commitments to, or consulting or advisory contracts with, other
entities that may limit their availability to us. In addition, our advisors may have arrangements with other companies
to assist those companies in developing products or technologies that may compete with ours.

We may encounter difficulties in managing our expected growth and in expanding our operations successfully.

As we advance our product candidates custirsen, O0GX-427, 0GX-225, and CSP-9222 through development and
clinical trials, we will need to develop or expand our development, regulatory, manufacturing, marketing and sales
capabilities or contract with third parties to provide these capabilities for us. Maintaining additional relationships
and managing our future growth will impose significant added responsibilities on members of our management. We
must be able to manage our development efforts effectively, manage our clinical trials effectively, hire, train and
integrate additional management, development, administrative and sales and marketing personnel, improve our
managerial, development, operational and finance systems, and expand our facilities, all of which may impose a
strain on our administrative and operational infrastructure.

Under the Collaboration Agreement; Teva is responsible for the commercialization costs associated with custirsen;
however, if we were to exercise our co-promotion option, which we do-not anticipate having sufficient funds to do,
we would need to expand our marketing and sales capabilities. In addition, as we have primary responsibility for the
oversight of the second-line chemotherapy trial in CRPC, we-must be able to manage our development
responsibilities effectively, which may impose a strain on our administrative and operational infrastructure.

Furthermore, we may acquire additional businesses, products or product candidates that complement or augment our
existing business. Integrating any newly acquired business, product or product candidate could be expensive and
time-consuming. We may not be able to integrate any acquired business, product or product candidate successfully
or operate any acquired business profitably. Our future financial performance will depend, in part, on our ability to -
manage any future growth effectively and our ability to integrate any acquired businesses. We may not be able to
accomplish these tasks, which failure could prevent us from successfully growing our business.

We may be adversely affected if our controls over external financial reporting fail or are circumvented.,

We regularly review and update our internal controls, disclosure controls and procedures, and corporate governance
policies. In addition, we are required under the Sarbanes Oxley Act of 2002 to report annually on our internal
control over financial reporting. If it were to be determined that our internal control over financial reporting is not
effective, such shortcoming could have an adverse effect on our business and financial results and the price of our
common stock could be negatively affected. This reporting requirement could also make it more difficult or more
costly for us to obtain certain types of insurance, including director and officer liability insurance, and we may be
forced to accept reduced policy limits and coverage or incur substantially higher costs to obtain the same or similar
coverage. Any system of internal controls, however well designed and operated, is based in part on certain
assumptions and can provide only reasonable, not absolute, assurances that the objectives of the system are met.
Any failure or circumvention of the controls and procedures or failure to comply with regulation concerning control
and procedures could have a material effect on our business, results of operation and finaneial condition. Any of
these events could result in an adverse reaction in the financial marketplace due to a loss of investor confidence in
the reliability of our financial statements, which ultimately could negatively affect the market price of our shares,
increase the volatility of our stock price and adversely affect our ability to raise additional funding. The effect of
these events could also make it more difficult for us to attract and retain qualified persons to serve on our Board and
our Board committees and as executive officers.
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Risks Related to Our Intellectual Property

Our proprietary rtghts may not adequately protect our technologies and product candzdates.

Our commerr‘lal success will depend on our abzht‘ to obtain patents and/or re,,m.zlater_‘,' eyclusmty and maintain
adequate protection for our technologies and product candidates in the. United States and-other countries. We will be
able to protect our proprietary rights from unauthorized use by third parties only to the extent that our proprietary
technologies and future product candidates are covered by valid and enforceable patents or are effectively

maintained as trade secrets.

We and our collaborators, including Teva, intend to apply for additional patents covering both our technologies and
product candidates, as we deem appropriate. We or our.collaborators may, however, fail to apply for patents on
important technelogies or product candidates in a timely fashion, if at all. Our existing patents and any future patents
we or our collaborators obtain may not be sufficiently broad to prevent others from practicing our technologies or. .
from developing competing produets and:technologies. In addition, we do not always control the patent prosecution
of subject matter that we license from others. Accordingly, we are sometimes unable to exercise a significant degree
of control over such intellectual property as we would over our own. Moreover, the patent positions of
biopharmaceutical companies are highly uncertain:and involve complex legal and factual questions- for which
important legal principles remain unresolved. As a result, the validity and enforceablhty of our patents cannot be
predicted with certainty. In addition, we cannot guarantee that;

¢ weor our licensors were the first to make the inventions,covered by each of our 1ssued patents and pendmg
patent applications;. ‘

¢ we or our licensors were the first to file-patent applications for these 1nvent10ns

o others will not independently develop similar or alternative technologles or duplicate any of our
technologies; : A
any of our or our licensors’ pendmg patent applications will result in 1ssued patents; °
any of our or our licensors’ patents will be valid or enforceable;

e any patents issued to us or our licensors and collaboration partners w111 prov1de us w1th any competltlve

- advantages, or will not be challenged by third parties; and

o wewill: develop additional proprietary technologies that are patentable; or the patents of others will not -

ok have an adverse effect on our busmess

The actual protection afforded by a patent varies on'a product—by-product basis, from country to country and
depends on many factors, including the type of patent, the scope ofits coverage, the availability of regulatory related
extensions, the ava11ab111ty of legal remedies in a particular country and the validity and enforceability of the patents.
Our ability or the ability of our collaborators to maintain and solidify our proprietary position for our product
candidates will depend on our success in obtaining effective claims and enforcing those claims once granted. Our
issued patents and those that may issue in the future, or those licensed to us or our collaborators, may be challenged,
invalidated, unenforceable or circumvented, and the rights granted under any issued patents may not provide us with
proprietary protection or competitive advantages against competitors with similar products. Due to the extensive
amount of time required for the development, testing and regulatory review of a potential product, it is possible that,
before any'of our product candidatescan be commercialized, any related patent may expire or remain 1n force for
only a short perlod followmg commerc1ahzatlon thereby reduc1ng any advantage of the patent

We and our collaborators 1nclud1ng Teva, also rely on trade secrets to protect some of our technology, especially
where it is believed that patent protection is appropriate or obtainable. However, trade secrets are difficult to ,
maintain. While we use reasonable efforts to protect our trade secrets, our or our collaboration pattners’ employees, -
consultants, contractors or scientific and other advisors may unintentionally or willfully disclose our proprietary
information to competitors. Enforcement of claims that a third party has illegally obtained and is using trade secrets
is expensive, time consuming and uncertain. In addition, non-U.S. courts are sometimes less willing than U.S. courts
to protect trade secrets. If our competitors independently develop equivalent knowledge; methods and know-how, -
we would not be able to assert our trade secrets agalnst them and our busmess could be harmed
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We and our collaborators, including Teva, may not be able to protect our intellectual property rights throughout
the world.

Filing, prosecuting and defending patents on ail of our product candidates and products, when and if we have any, in
every jurisdiction would be prohibitively expensive. Competitors may use our techinologies in jurisdictions where - -
we ot our licensors have not obtained patent protection'to develop their own products: { These products may compete
with our products, when and if we have any, and may not be covered by any of ‘our ot our hcensors patent clalms or
other intellectual property rights. D

The laws of some non-U.S. countries do not protect intellectual property rights to the same extent as the laws of the
United States, and many companies have encountered significant problems in protecting and defending such rights
in foreign jurisdictions. The legal systems of certain countries, particularly certain‘developing counttries, do not
favor the enforcement of patents and-other intellectual property protection, particularly those relating to
biotechnology and/or pharmaceuticals, which could make it difficult for us to stop-the infringement of Our patents. -
Proceedings:to enforce our patent rights in foreign Junsdlctlons could result in substantlal cost and dlvert our efforts
and attention from other: aspects of our busmess i R

The mtellectual property protectzon for our product candtdates depends on thlrd parttes

With respect to custirsen, OGX-427 and OGX-225 we have excluswely licensed from UBC certain 1ssued patents:
and pending patent applications covering the respective antisense sequences underlying these product candidates and
their commercialization and use and we have licensed from Isis certain issued patents and pending patent
applications directed to product compositions and chemical modifications used in product candidates for
commercialization, use and the manufacturing thereof; as well as some alternative antisense sequences.: We have
also received a sublicense from Isis under certain third-party patent portfolios directed to-such modifications. We
have entered into an exclusive in-licensing agreement with Bayer for development of caspase activators that are
presently being evaluated in pre-clinical studies. o o ,

The patents and pending patent applications underlying our licenses do not cover all potential product.candidates,
modifications and uses. In the case of patents and patent applications licensed from Isis, we do not have and have
not had any control over the filing, prosecution or enforcement of these patents or patent applications, In the case of
patents and patent applications licensed from Bayer, while we did not have any control over.the filing of the patents
and patent applications before the effective date of the Bayer license, we have had control over the filing and
prosecution of these patents and patent applications after the effective date of the Bayer license. Under certain
circumstances, we also have the rlght to enforce patents and patent apphcatrons licensed from Bayer We cannot be
certain that such prosecutron efforts have been or will be conducted in compliance : with apphcable laws and
regulations or will result in Valrd and enforceable patents. We also cannot be assured that our licensors or their
respective licensing partners will agree to enforce any such patent rights at our request or devote sufﬁc1ent efforts to
attain a desirable result. Any faﬂure by. our licensors or any. of their respective licensing partners to properly protect
the intellectual property rights relating to our product candidates could have a material adverse effect on our .
financial condition and results of operatlon

We may become mvolved in dtspates with T eva. or potenttal future collaborators over mtellectual property
ownership, and publications by our research collaborators and scientific advisors.could impair our ability to
obtain patent protection or protect our proprietary znformatton, which, in either case, could have a srgmf fcant
effect on our busmess. : L

Inventlons drscovered under reéearch material transfer or, other such collaborative agreements, including our..
Collaboration Agreement with Teva, may become _]omtly owned by us and the other party to such agreements in. , .
some cases and the exclusive property of either, party in other cases. Under some circumstances,,it may be difficult
to determine who owns.a partlcular invention, or whether it is Jomtly owned, and disputes could arise regardmg
ownershrp of those inventions. These disputes could be costly and time consuming and an unfavorable outcome
could have a significant adverse effect on our business if we were not able to protect or license nghts to these
inventions. In addition, our research collaborators and scientific advisors generally have contractual rights to publish
our data and other proprietary information, subject to our prior review. Publications by our research collaborators
and scientific advisors containing such information, either with our permission or in contravention of the terms of
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their agreements with us, may impair our ability to obtam patent protection or protect our proprletary information,
which could mgmﬁcantly harm. our business. -

The patent protectton for our product candtdate r products may expire before we are able to maximize their
commercial value, which may subject us to increased cempet:twn and reduce or eliminate our opportunity to
generate product revenue. . . : :

The patents for our product candidates have varying expiration dates and, when these patents expire, we may be
subject to increased competition and we may not be able to recover our development costs. For example, certain of
the U.S. patents directed to custirsen and its use that have been licensed from UBC are:scheduled to expire in 2020
and 2021, In some of the larger economic territories, such as the United States and Europe, patent term o
extension/restoration may be available to compensate for time taken during aspects of the product candidate’s
regulatory review. We cannot, however, be certain that an extension will be granted or, if granted, what the
applicable time period or the scope of patent protection afforded during any extended period will be. In addition,
even though some regulatory agencies may provide some other exclusivity for a product candidate under its own..
laws and regulatrons, we may not be able to. quallfy the product candidate or obtain the exclusive time period.

If we are unable to obtaln patent term extens1on/restoratlon or some other exclus1v1ty, we could: be subject to
increased competition and our opportunity to establish or maintain product revenue could be substantially reduced or
eliminated. Furthermore, we may not have sufficient time to recover our development costs prior to the expiration of
our U.S. and non-U.S. patents. , ‘

We may incur. substanttal ‘costs as a result of litigation or other proceedmgs relating to patent and other
intellectual property rights and we may be unable to protect our nghts to, or use of, our technologv

If we choose to go to. court to stop someone else from using the inventions. clalmed in our patents or our licensed
patents, that individual or company has the right to ask the court to rule that these patents are.invalid and/or should
not be enforced against that third party. These lawsuits are expensive and would consume time and other resources:
even if we were successful in stopping the infringement of these patents. In addition, there is a risk that the court
will decide that these patents are invalid or unenforceable and that we do net have the right to stop the.other party . -
from-using the inventions. There is also.the risk that; even if the validity or unenforceability of these patents is. .
upheld, the court will. refuse to stop the other party on the grounds that such other party s-activities-do not mfrlnge
our rlghts » ‘ , - :

Ifwe Wish to use the technology or compound claimed in issued and unexpired patents owned by others, we will -
need to obtain a license from the owner, enter into litigation to challenge the validity or enforceability of the patents
or incur the risk of litigation.in the event that the owner asserts.that we infringed its patents. The failure to obtain a
license to technology or the failure to challenge an issued patent-that we may requ1re to dlscover develop or
commercialize our product candidates may have a material adverse effect on-us.

If a third party-asserts that we infringed its patents or other proprietary rights, we could face a number of risks that
could: serlously harm our results of: operattons, ﬁnanmal condition and competitive pos1t10n 1nclud1ng

e - patent: mfrmgement and other 1nte11ectual property clalms, wh1ch would be costly and time consuming to :
» - defend, whether or not the claims have merit, and which could delay the regulatory approval process and
divert management’s attention from our business; - P ;

o substantial damages for past infringement, which we may have to pay if a court determmes that our product
candidates or technologies infringe a competitor’s patent or othér proprietary rights;

e acourt prohibiting us from selling or licensing our technologies or future drugs unless the third party
licenses its patents or other propnetary rlghts to us on commermally reasonable terms, which it is not
required to do; and : : ‘

e if a license is available fromr a third party, we may have to pay substantial royalties or lump-sum payments
or grant cross licenses to our patents or other proprietary rights to obtain that license.
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The biotechnology industry has produced a proliferation of patents, and it is not always clear to industry :
participants, including us, which patents cover various types of products or methods of use. The coverage of patents
is subject to interpretation by the courts, and the interpretation is not always uniform. If we are sued for patent
infringement, we would need to demonstrate that our product candidates or methods-of use either do not infringe the
patent claims of the relevant patent, and/or that the patent claims are invalid, and/or that the patent is unenforceable
and we may not be able to do this. Proving invalidity, in particular, is difficult since it requires a showing of clear
and convincing evidence to overcome the presumption of validity enjoyed by issued patents.

U.S. patent laws as well as the laws of some foreign jurisdictions provide for provisional rights in published patent
applications beginning on the date of publication, including the right to obtain reasonable royaltles, if a patent
subsequently issues and certain other conditions are met. .

Because some patent applications in the United States may be maintained in secrecy until the patents are issued,
because patent applications in'the United States and many foreign jurisdictions:are typically not published until 18
months after filing, and because publications in the scientific literature often lag behind actual discoveries, we
cannot be certain that others have not filed patent applications for technology covered by our licensors’ issued
patents or-our pending applications or our llcensors pendlng appllcatlons or that we or our licensors were the ﬁrst
to invent the technology : .

Paterit'applications filed by third parties that cover technology similar to ours may have priority over our or our
licensors’ patent applications and could further require us to obtain rights to issued patents covering such
technologies. If another party files a U.S. patent application on an invention similar to ours, we may elect to
participate in or be drawn into an interference proceeding declared by the U.S. Patent and Trademark Office to:
determine priority of invention in the United States: The costs of these proceedings could be substantial, and it is
possible that such efforts would be unsuccessful, resulting in a loss of our U.S. patent position with respect to such
inventions. Some of our competitors may be-able to sustain the costs of complex patent litigation more effectively
than we can because they have substantially greater resources: In addition, any uncertainties resulting from the
initiation and continuation of any litigation could have a material adverse effect on our ability to raise the funds -
necessary to continue our operations. We cannot predict whetherthird parties will assert these claims against us or
against the licensors of technology licensed to us, or whether those claims will harm our business. If we are forced
to defend against these claims; whether they are with or without any merit and: whether they are resolved in favor of
or against us or our licensors, we may face costly litigation and diversion of management’s attention and resources.
As aresult of these disputes, we may have to develop costly non-infringing technology, or enter into licensing -
agreements. These agreements, if necessary, may be unavallable on terms acceptable to us, if at all, which could
seriously harm our busmess or fmanc1a1 condltlon ~

Ifwe breach any of the agreements under whtch we license rtghts to our product candzdates or technology from
third parties, we could lose license.rights that are important to our business. Certain of our license agreements
may not provide an adequate remedy for a breach by the licensor. :

We license the development and commercialization rights.for most of our product candidates; including ¢ustirsen,
0GX-427, 0GX-225 and CSP-9222, and we expect to enter into similarlicenses. in'the future. Under such licenses,
we are subject to various obligations such as sublicensing, royalty and milestone payments, annual maintenance
fees, limits on sublicensing, insurance obligations and the obligation to use. commercially reasonable best efforts to
develop and exploit the licensed technology. If we fail to-.comply with any of these obligations or otherwise breach
these agreements, our licensors may have the right to terminate the license in whole or in part-or to terminate the
exclusive nature of the license. Loss of any .of these licenses or the exclusivity rights provided by the licenses could
harm our financial condition and results of operations. In addition, certain of our license agreements with UBC
eliminate.our ability.to obtain money damages in respect of certain claims agamst UBC.

Under the terms of our Collaboration Agreement with Teva, we are requn‘ed to use commerc1a11y reasonable efforts
to maintain and not to breach in any material manner certain of our third-party license agreements relating to
custirsen. If we breach any of these agreements in a material manner, we would be in-breach of the Collaboration
Agreement, which would allow Teva to terminate the Collaboration Agreement.
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We may be subject to damages resulting from claims that we, or our employees or consultants, have wrongfully
used or disclosed alleged trade secrets of third parties.

Many of our employees were previously employed, and certain of our consultants are currently employed, at
universities or biotechnology or pharmaceutical companies, including our competitors or potential competitors.
Although we have not received any claim to date, we may be subject to claims that these employees or consultants
or we have inadvertently or otherwise used or disclosed trade secrets or other proprietary information of these
current or former employers. Litigation may be necessary to defend against these claims. If we fail in defending
such claims, in addition to paying monetary damages, we may lose valuable intellectual property rights or personnel.
We may be subject to claims that employees of our partners or licensors of technology licensed by us have
inadvertently or otherwise used or disclosed trade secrets or other proprietary information of their former employers.
We may become involved in litigation to defend against these claims. If we fail in defending such claims, in addition
to paying monetary damages, we may lose valuable intellectual property rights or personnel.

Risks Related to our Common Stock and Other Securities
The price for our common stock is volatile.

The market prices for our common stock and that of emerging growth companies generally have historically been
highly volatile. Future announcements concerning us or our competitors may have a significant effect on the market
price of our common stock. The stock markets also experience significant price and volume fluctuation unrelated to
the operating performance of particular companies. These market ﬂuctuanons may also adversely affect the market
pnce of our common stock.

An increase in the market price of our common stock, which is uncertain and unpredictable, may be the sole source
of gain from an investment in our common stock. An investment in our common stock may not be appropriate for
investors who require dividend income. We have never declared or paid cash dividends on our capital stock and do
not anticipate paying any cash dividends on our capital stock in the foreseeable future. We currently intend to retain
all available funds and any future earnings to fund the development and growth of our business. As a result, capital
appreciation, if any, of our common stock will be the sole source of gain for stockholders for the foreseeable future.
Accotdingly, an investment in our common stock may not be appropriate for investors who require dividend
income.

If we raise additional financing, the terms of such transactions may cause dilution to existing stockholders or
contain terms that are not favorable to us.

To date, our sources of cash have been limited primarily to proceeds from the private or public placement of our
securities and proceeds from the Collaboration Agreement with Teva. In the future, we may seek to raise additional
financing through private placements or public offerings of our equity or debt securities. We cannot be certain that
additional funding will be available on acceptable terms, if at all. To the extent that we raise additional financing by
issuing equity securities, our stockholders may experience significant dilution. Any debt financing, if available, may
involve restrictive covenants, such as limitations on our ability to incur additional indebtedness, limitations on our
ability to acquire or license intellectual property rights and other operatmg restrictions that could adversely affect
our ability to conduct our business.

We are at risk of securities class action litigation.

In the past, securities class action litigation has often been brought against a company following a decline in the
market price of its securities. This risk is especially relevant for us because our stock price and those of other
biotechnology and biopharmaceutical companies have experienced significant stock price volatility in recent years.
If we face such litigation, it could result in substantial costs and a diversion of management s attention and
resources, which could harm our business.
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Anti-takeover provisions in our stockholder rights plan, our charter documents and under Delaware law could
make a third-party acquisition of us difficult.

We have a stockholder rights plan that may have the effect of discouraging unsolicited takeover proposals.
Specifically, the rights issued under the stockholder rights plan could cause significant dilution to a person or group
that attempts to acquire us on terms not approved in advance by our Board. In addition, our certificate of ‘
incorporation and bylaws contain provisions that may discourage unsolicited takeover proposals that stockholders
may consider to be in their best interests. These provisions include the ability of our Board to designate the terms of
and issue new series of preferred stock and the ability of our Board to amend our bylaws without stockholder
approval. In addition, as a Delaware corporation, we are subject to Section 203 of the Delaware General Corporation
Law, which generally prohibits a Delaware corporation from engaging in any business combination with any
interested stockholder for a period of three years following the date that the stockholder became an interested
stockholder, unless certain specific requirements are met as set forth in Section 203. Collectively, these provisions
could make a third-party acquisition of us difficult or could discourage transactions that otherwise could involve
payment of a premium over prevailing market prices for our common stock.

Risks Related to Our Industry

The regulatory approval process is expensive, time consuming and uncertain and may prevent us from obtaining
approvals for the commercialization of some or all of our product candidates.

The research, testing, manufacturing, labeling, approval, selling, marketing and distribution of drug products are
subject to extensive regulation by the FDA and non-U.S. regulatory authorities, which regulations differ from
country to country. We are not permitted to market our product candidates in the United States until we receive
approval of a NDA from the FDA. We have not submitted an application for or received marketing approval for any
of our product candidates. Obtaining approval of an NDA can be a lengthy, expensive and uncertain process. In
addition, failure to comply with FDA, non-U.S. regulatory authorities’ or other applicable United States and non-
U.S. regulatory requirements may, either before or after product approval, if any, subject us to administrative or
judicially imposed sanctions, including:

restrictions on the products, manufacturers or manufacturing process;

warning letters;

civil and criminal penalties;

injunctions;

suspension or withdrawal of regulatory approvals;

product seizures, detentions or import bans;

voluntary or mandatory product recalls and publicity requirements;

total or partial suspension of production;

imposition of restrictions on operations, including costly new manufacturing requ1rements and
refusal to approve pending NDAs or supplements to approved NDAs.

Regulatory approval of an NDA or NDA supplement is not guaranteed, and the approval process is expensive and
may take several years. The FDA also has substantial discretion in the drug approval process. Despite the time and
expense exerted, failure can occur at any stage, and we could encounter problems that could cause us to abandon
clinical trials or to repeat or perform additional pre-clinical studies and clinical trials. The number of pre-clinical
studies and clinical trials that will be required for FDA approval varies depending on the drug candidate, the disease
or condition that the drug candidate is designed to address, and the regulations applicable to any particular drug
candidate. The FDA can delay, limit or deny approval of a drug candldate for many reasons, including:

a drug candidate may not be deemed safe or effective;

the FDA may not find the data from pre-clinical studies and clinical trials sufficient;
the FDA might not approve our third-party manufacturer’s processes or facilities;
the FDA may change its approval policies or adopt new regulations; and
third-party products may enter the market and change approval requirements.
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Even if we obtain regulatory approvals for our product candidates, the terms of approvals and ongoing .
regulation of our product candidates may limit how we manufacture and market our product candidates, which
could materially affect our ability to generate revenue.

if any of our product candidates are approved, the approved product and iis manufacturer wiil be subject to continuai
review. Any regulatory approval that we receive for a product candidate is likely to be subject to limitations on the
indicated uses for which the end product may be marketed, or include requirements for potentialty costly post-
approval follow-up clinical trials. In addition, if the FDA and/or non-U.S. regulatory authorities approve any of our
product candidates, the labeling, packaging, adverse event reporting, storage, advertising and promotion for the end
product will be subject to extensive regulatory requirements. We and the manufacturers of our products, when and if
we have any, will also be required to comply with cGMP regulations, which include requirements relating to quality
control and quality assurance, as well as the corresponding maintenance of records and documentation. Further,
regulatory agencies must approve these manufacturing facilities before they can be used to manufacture our
products, when and if we have any, and these facilities are subject to ongoing regulatory inspection. If we fail to
comply with the regulatory requirements of the FDA and other non-U.S. regulatory authorities, or if previously
unknown problems with our produets, when and if we have any, manufacturers or manufacturing processes are
discovered, we could be subject to administrative or judicially imposed sanctions, including:

restrlctlons on the products, manufacturers or manufacturmg process
warning letters; '

civil or criminal penalties or ﬁnes

injunctions; —

product seizures, detentions or import bans;

voluntary or mandatory product recalls and publicity requirements;

suspension or w1thdrawal of regulatory approvals;

total or partial suspension of production;

imposition of restrictions on operations, including costly new manufacturing requirements; and
refusal to approve pending NDAs or supplements to approved NDA:s.

In addition, the FDA and non-U.S. regulatory authorities may change their policies and additional regulations may
be enacted that could prevent or delay regulatory approval of our product candidates. We cannot predict the
likelihood, nature or extent of government regulation that may arise from future legislation or administrative action,
either in the United States, Canada or abroad. If we are not able to maintain regulatory compliance, we would likely
not be permitted to market our future product candidates and we may not achieve or sustain profitability.

There is a high risk that our drug development activities will not result in commercial products.

Our product candidates are in various stages of development and are prone to the r1sks of failure inherent in drug
development. We will need to complete significant additional clinical trials before we can demonstrate that our
product candidates are safe and effective to the satisfaction of the FDA and non-U.S. regulatory authorities. Clinical
trials are expensive and uncertain processes that take years to complete. Failure can occur at any stage of the
process, and successful early clinical trials do not ensure that later clinical trials will be successful. Product :
candidates in later-stage clinical trials may fail to show desired efficacy and safety traits despite having progressed
through initial clinical trials. A number of companies in the pharmaceutical industry have suffered significant
setbacks in advanced clinical trials, even after obtaining promising results in earlier clinical trials. In addition, a
clinical trial may prove successful with respect to a secondary objective, but fail to demonstrate clinically significant
benefits with respect to a primary objective. Failure to satisfy a primary objective in a phase 3 clinical trial
(registration trial) would generally mean that a product candidate would not receive regulatory approval.

If government and third-party payors fail to provide coverage and adequate reimbursement rates for our product
candidates, our revenue and potential for profitability will be reduced.

In the United States and elsewhere, our product revenue will depend principally on the reimbursement rates

established by third-party payors, including government health administration authorities, managed-care providers,
public health insurers, private health insurers and other organizations. These third-party payors are increasingly
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challenging the price, and examining the cost-effectiveness, of medical products and services. In addition,
significant uncertainty exists-as to the reimbursement status, if any, of newly approved drugs, pharmaceutical
products or product indications. We may need to conduct post-marketing clinical trials in order to demonstrate the
cost-effectiveness of our products, if any. Such clinical trials may require us to commit a significant amount of
management time and financial and other resources. If reimbursement of such product is unavailable or limited in
scope or amount or if pricing is set at unsatisfactory levels, our revenue could be reduced.

In some countries other than the United States, particularly the countries of the European Union and Canada, the
pricing of prescription pharmaceuticals is subject to governmental control. In these countries, obtaining pricing
approval from governmental authorities can take six to 12 months or longer after the receipt of regulatory marketing
approval of a product for an indication. To obtain reimbursement or pricing approval in some countries, we may be
required to conduct a clinical trial that compares the cost-effectiveness of one of our product candidates to other
available therapies. If reimbursement of such product candidate is unavailable or hmlted in scope or amount or if
pricing is:set at unsatisfactory levels, our revenue could be reduced.

Domestic and foreign governments continue to propose and pass legislation designed to reduce the cost of
healthcare, including drugs. In the United States, there have been, and we expect that there will continue to be,
federal and state proposals to implement similar governmental control. In addition, increasing emphasis on managed
care in the United States will continue to put pressure on the pricing of pharmaceutical products. For example, the
Medicare Prescription Drug Improvement and Modernization Act of 2003 reforms the way Medicare will cover and
reimburse pharmaceutical products. The legislation expands Medicare coverage for drug purchases by the elderly
and eventually will introduce a new reimbursement methodology based on average sales prices for certain drugs. In
addition, the new legislation provides authority for limiting the number of outpatient drugs that will be covered in
any therapeutic class. As a result of the new legislation and the expansion of federal coverage of drug products, we
expect that there will be additional pressure to contain and reduce costs. The Medicaid program and state healthcare
laws and regulations may also be modified to change the scope of covered products and/or reimbursement
methodology. Cost control initiatives could decrease the established reimbursement rates that we receive for any
products in the future, which would limit our revenue and profitability. Legislation and regulations affecting the
pricing of pharmaceutical products, including custirsen, may change at any time, which could further limit or
eliminate relmbursement rates for custirsen or other product candldates

Failure to obtain regulatory approval outside of the United States and Canada would prevent us or Teva from
marketing our product candtdates abroad.

We intend to market certain of our existing and future product candidates outside of the United States and Canada.
In order to market our existing and future product candidates in the European Union and many other non-North
American markets, we must obtain separate regulatory approvals. We have had limited interactions with non-North
American regulatory authorities. Approval procedures vary among countries and can involve additional testing, and
the time required to obtain approval may differ from that required to obtain FDA approval. Approval by the FDA or
other regulatory authorities does not ensure approval by regulatory authorities it other countries, and approval by
one or more non-North American regulatory authorities does not ensure approval by regulatory authorities in other
countries or by the FDA. The non-North American regulatory approval process may include all of the risks
associated with obtaining FDA approval. We may not obtain non-North American regulatory approvals on a timely
basis, if at all. We may not be able to file for non-North American regulatory approvals and may not receive
necessary approvals to commercialize our existing and future product candidates in any market.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
None,
ITEM 2, PROPERTIES

We have business offices located in Bothell, Washington and Vancouver, British Columbia. Prior to the
Arrangement, Sonus entered into a non-cancellable lease agreement for laboratory and office space in Bothell,
Washington, and moved into this facility on December 14, 2007. The lease covers approximately 42,600 square feet
of laboratory and office space in a single facility, is currently at an annual rent of approximately $2.1 million, and
has a 10-year term with two five-year renewal options. "

We lease approximately 4,857 square feet in Vancouver, British Columbia, currently at an annual rent of
approximately CND $106,000, which lease expires in September 2014 and includes a five-year renewal option.

We believe that the facilities we currently lease are sufficient for our anticipated near-term needs.

ITEM3. LEGAL PROCEEDINGS

From time to time, we may be involved in litigation relating to claims arising out of our operations in the normal
course of business. We are not currently a party to any legal proceedings, the adverse outcome of which, in
management’s opinion, individually or in the aggregate, would have a material adverse effect on the results of our
operations or financial position. There are no material proceedings to which-any director, officer or any of our
affiliates, any owner of record or beneficially of more than five percent of any class of our voting securities, or any
associate of any such director, officer, our affiliates, or security holder, is a party adverse to us or our consolidated
subsidiary or has a material interest adverse thereto.

ITEM4. MINE SAFETY DISCLOSURE

Not applicable.
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PARTII

ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock first began trading on the Nasdaq National Market under the symbol “SNUS” on October 12,
1995. Following the completion of the Arrangement discussed elsewhere in this Annual Report on Form 10-K, our
common stock commenced trading on the Nasdaq Capital Market under the stock symbol “OGXI”, effective
August 21, 2008. '

No cash dividends have been paid on our common stock, and we do not anticipate paying any cash dividends in the
foreseeable future. As of February 14, 2012, there were approximately 140 stockholders of record and as of
February 15, 2012 there were approximately 6,863 beneficial stockholders of our common stock. The high and low

sales prices of our common stock as reported by Nasdaq for the periods indicated are as follows:
OncoGenex Pharmaceuticals, Inc. HIGH - LOW

YEAR ENDED DECEMBER 31, 2010:

Fsrdtamer e e iR e s SRS 81380
Second quarter ’ 22.65 13.39
Third Gt s ET S e T e TR0 e RS

Fourth quarter 2000 ‘ 13.59

¥

VEAR ENDED DECEMBER 31,2011:

First quarter o , : ~ S ' $1744 $14.77
Second quarter © 1899 15.27
Third quarter - : : : e s 863
Fourth quarter 12.74 9.07

The information required by this item regarding equity compensation plan information is set forth in Part I1I, Item
12 of this Annual Report on Form 10-K. No purchases of equity securities during the year ended December 31, 2011
were made by us or on our behalf and we did not sell any unregistered securities during such year.

Stock Performance Graph

The following performance graph shall not be deemed “filed” for purposes of Section 18 of the Exchange Act, or
incorporated by reference into any of our filings under the Securities Act or the Exchange Act, except as expressly
set forth by specific reference in such filings. The graph compares the cumulative five-year total return provided to
stockholders on our common stock relative to the cumulative total returns of the NASDAQ Composite Index and the
NASDAQ Pharmaceutical Index. An investment of $100 (with reinvestment of all dividends into additional shares
of the same class of equity securities at the frequency with which dividends are paid on such securities during the
applicable year) is assumed to have been made in our common stock and in each of the indexes on December 31,
2006 and its relative performance is tracked through December 31, 2011. All amounts reflected in the graph are
presented after having given effect to the one-for-eighteen reverse stock split effected in connection with the
Arrangement.
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The stock price performance included in this graph is not necessarily indicative of future stock price performance.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among OncoGenex Pharmaceuticals, Inc., the NASDAQ Composite index,
and the NASDAQ Pharmaceutical Index

$120 -
$100 -
$80
$60 -
$40 -
. $20 -
so 1 i 1 1 1 )
12/31/06 12/31/07 8/20/08 12/31/08 12/31/09 12/31110 1213111
eme OncoGenex Pharmaceuticals,» Inc. e NASDAQ Composite = NASDAQ Pharmaceutical
*$100 invested on 12/31/06 in stock or index, including reinvestment of dividends.
Fiscal year ending December 31.
12/31/06 12/31/07 _ 8/20/08 (1) 12/31/08 12/31/09 12/31/10 12/31/11
OncoGenex Pharmaceuticals, Inc. 100.00 7.12 4.58 2.73 20.26 15.27 10.67
NASDAQ Composite 100.00 110.26 95.37 65.65 95.19 112.10 110.81
NASDAQ Pharmaceutical 100.00 90.99 105.27 84.71 95.64 100.10 110.44

(1) August 20, 2008 represents the day before the date of the completion of the Arrangement.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The data set forth below should be read in conjunction with Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and the Consolidated Financial Statements and Notes thereto
appearing at Item 8 of this Annual Report on Form 10-K. The selected consolidated statements of loss data for the
years ended December 31, 2011, 2010, and 2009 and consolidated balance sheet data as of December 31, 2011 and
2010 set forth below have been derived from our audited consolidated financial statements included elsewhere in
this Annual Report on Form 10-K. The selected statements of loss data for the years ended December 31, 2008 and
December 31, 2007 and the balance sheet data as of December 31, 2009, 2008 and 2007 set forth below have been
derived from the audited consolidated financial statements for such years not included in this Annual Report on
Form 10-K.

In connection with the Arrangement, OncoGenex Technologies was considered to be the acquiring company for
accounting purposes. Accordingly, the assets and liabilities of Sonus were recorded, as of the effective time of the
Arrangement, at their respective fair values and added to those of OncoGenex Technologies. The results of the
operations and balance sheet data for the year ended December 31, 2008 reflect the results of only OncoGenex
Technologies for the time period of January 1, 2008 through August 20, 2008 and the results of the combined
company from August 21, 2008 through December 31, 2008. The historical results of operations and balance sheet
data shown for the year ended December 31, 2007 reflect only those of OncoGenex Technologies prior to the
Arrangement, and do not reflect the results of Sonus. The historical results presented are not necessarily indicative
of future results. )

December 31,
2011 2010 2009 2008 2007
‘ , (in thousands except share and per share amounts)
Statements of Loss Data: : S

Collaboration revenue o 8 5496 $ 13,616 % 25,539°% —$ —
Total expenses $ 27,783 $ 28,361 $ 28,121 $ 11,112 § 7,675
Net loss ‘ 8 146738 1258 § 5476 $ . 4204 $ 8536
Redeemable convertible preferred share _ :
accretion $ — $ — 3 — 3 1,973 $ 2,944
Net loss attributable to common stockholders  § 14,673 § 12,584 8 5476 - 6177 $ 11,480
Basic and diluted loss per common share $ (51 $ (1.79) $ 095 §$ (3.38) $  (96.63)
Shares used in calculation of net loss per share
CBasic oo 9mo3a0 7,030,903 5766850 1829276 118801
Diluted 9,729,340 7,030,903 5,766,850 1,829,276 118,801
; December 31,
2011 2010 2009 2008 20i)7
e (in thousands)
" Balance Sheet Data: S5 R
Cash, cash equivalents and short-term
investments $ 64,927 $ 85,107 $ 64,568 $ 12,419 $ 5,131
Total assets $ 6‘8;0,,15, $ 89918 - % 68,980 -$ 14,790 - $§ 7,350
Current liabilitics 8 30,786 $ 27,476 $ 25,781 $ 2,884 $ 5,713
 Total liabilities $ 37025 § 45793 $ - 46021 $ 4083 S 8200
Series preferred shares $ — 3 — 3 — 8 — $ 37373
Additional paid-in capital $ 108,986 - $ 107,579 '$ 73,798 $ 56,070 $ 399
Accumulated deficit $ (80,742) $  (66,069) $ (53,485) $ (48,009) $ (41,832)
Stockholder’s equity $ 30,890 ' $ 44,125 % 22,959 '8 10,707 '$ " (38,223)
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ITEM7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Forward-Looking Statements

This Annual Report on Form 10-K contains “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995. These forward-looking statements involve a number of risks-and
uncertainties. We caution readers that any forward-looking statement is not a guarantee of future performance and
that actual results could differ materially from those contained in the forward-looking statement. These statements
are based on current expectations of future events. Such statements include, but are not limited to, statements about
future financial and operating results, plans, objectives, expectations and intentions, costs and expenses, interest
rates, outcome of contingencies, financial condition, results of operations, liqujdity, business strategies, cost savings,
objectives of management and other statements that are not historical facts. You can find many of these statements
by looking for words like “believes,” “expects ” “anticipates,” “estimates,” “may,” “should,” “will,” “could,”

“plan,” “intend,” or similar expressions in this Annual Report on Form 10-K or in documents incorporated by
reference into this Annual Report on Form 10-K . We intend that such forward-looking statements be subject to the
safe harbors created thereby. Examples of these forward-looking statements include, but are not limited to:

progress and preliminary and future results of clinical trial conducted by us or our collaborators;
anticipated regulatory filings, requirements and future clinical trials conducted by us or our collaborators;
our anticipated future capital requirements and the terms of any capital financing agreements;

timing and amount of future contractual payments, product revenue and operating expenses;

market acceptance of our products and the estimated potential size of these markets; and

our anticipated future capital requirements and the terms of any capital financing agreements.

These forward-looking statements are based on the current beliefs and expectations of our management and are
subject to significant risks and uncertainties. If underlying assumptions prove inaccurate or unknown risks or
uncertainties materialize, actual results may differ materially from current expectations and projections. The
following factors, among others, could cause actual results to differ from those set forth in the forward-looking
statements:

our limited operating history; :
uncertainty relating to the timing, feasibility and results of clinical trials;
dependence on Teva’s ongoing commitment and ability to develop and commercialize custirsen;. .-
dependence on the development and commercialization of our product candidates, particularly on custirsen;
the risk that research or previous clinical trial results may not be indicative of results in humans or:in future
studies;
the possibility that our competitors may develop and market more effectlve or less expenswe products
the reliance on third parties to conduet our clinical trials; ~
 the reliance on third parties to manufacture and supply our product candidates;
changes in the treatment landscape' general competitive conditions within the drug development and -
pharmaceutical 1ndustry and new developments or theraples that may not work in comblnatlon w1th our
product candidates;
e uncertainties regarding the safety and effectiveness of our products and technologies;
e future capital requirements and uncertainty of obtaining additional funding through debt or equity
financings on terms acceptable to us;
:acceptance of our products by the medical community;
our ability to bu11d out our product candidate pipeline through product m—hcensmg, acquisition activities, or
otherwise;
the potential for prodliét liability issues and related litigation;
the possibility we will be unable to acquire or develop products or product candidates;
our dependence on key employees and our ability to recruit additional employees;
proper management of our operations; ’ Y N
the potential inability to successfully protect and enforce our intellectual property rights;
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e - the reliance on third parties who license intellectual property rights to us to comply with the terms of such
agreements and to enforce, prosecute and defend such intellectual property rights;

e  volatility in the value of our common stock;

e impediments to a third-party acquisition of us;

o the timing, expense and uncertainty associated with the development and regulatory approval process for
products;

¢ uncertainties regarding our future operating results, and the risk that our product candidates will not obtain
the requisite regulatory approvals to commercialize or that the future sales of our product candidates may
be less than expected or nil;

¢ the uncertainty associated with exiting or subleasing our excess office and laboratory space;

o the effect of current, pending or future legislation, regulations and legal actions in'the Umted States,
Canada and elsewhere affecting the pharmaceutlcal and healthcare industries; and

. general economic conditions.

You are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date
of this Annual Report on Form 10-K or, in the case of documents referred to or incorporated by reference, the date
of those documents.

All subsequent written or oral forward-looking statements attributable to us or any person actmg on our behalf are
expressly qualified in their entirety by the cautionary statements contained or referred to in this section. We do not
undertake any obligation to release publicly any revisions to these forward-looking statements to reflect events or
circumstances after the date of this-Annual Report on Form 10-K or to reflect the occurrence of unanticipated
events, except as may be required under applicable U.S. securities law. If we do update one or more forward-looking
statements, no inference should be drawn that we will make additional updates with respect to those or other
forward-looking statements.

Overview
In this section we explain our general financial-condition and the results of operations, including: -

e an overview of our business;
results of operations and why those results are different from the prior year; and
capital resources we currently have and possible sources of additional funding for future cap1ta1
requirements. :

Arrangement Agreement

As discussed in the Notes to Consolidated Financiai Statements included elsewhere in this Annual Report on Form
10-K, during 2008, we completed the Arrangement with OncoGenex Technologies and, in connection with the
Arrangement, effected a one- for-elghteen reverse stock split. All information in this Annual Report on Form 10-K
relating to number of shares, price per share, and per share amounts of common stock are presented on a post-
reverse stock split basis. For more information concerning the Arrangement see Note 7 of Notes to Consolidated
Financial Statements included elsewhere in this Annual Report on Form 10-K

Overview of the Company and 2011 Developments

We are a biopharmaceutical company committed to the development and commercialization of new cancer therapies
that address treatment resistance in cancer, patients. We have four,"product candidates in our pipeline, custirsen,
0GX-427, 0GX-225, and CSP-9222, each of which has a distinct mechanism of action and represents a unique
opportunity for cancer drug development. Of the product candidates in our pipeline, eustlrsen and OGX—427 are
clinical-stage assets.

Our product candidates custirsen, OGX-427, and OGX-225 focus on mechanisms of treatment resistance in cancer

patients and are designed to block the production of specific proteins that we believe promote survival of tumor cells
and are over-produced in response to a variety of cancer treatments. Our aim in targeting these particular proteins is
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to disable the tumor cell’s adaptive defenses, thereby rendering the tumor cells more susceptible to attack with a
variety of cancer therapies. We believe this approach will increase survival time and improve the quality of life for
cancer patients. Product candidate CSP-9222 is the lead compound from a family of caspase activators that have
been in-licensed from Bayer and demonstrate activation of programmed cell death in pre-clinical models.

Product Candidate Custzrsen

As discussed above, in December 2009, we announced our entry into the Collaboratlon Agreement with Teva for the
development and global commercialization of custirsen (and related compounds targetmg clusterin, excludlng OGX-
427 and OGX-225).

We and Teva have developed an Amended Clinical Development Plan under which the following three phase 3
clinical trials have been or are expected to be initiated:

o The ongoing phase 3 chmcal trial, referred to as the Synergy trial, or SYNERGY, to evaluate a survival
benefit for custirsen in combination with first-line docetaxel treatment-in patients with castrate resistant
prostate cancer, or CRPC. During discussions with the FDA, the FDA has stated to us that an application
supported primarily by the results of SYNERGY alone would be acceptable for submission for market
approval. The companies updated the enrollment target for SYNERGY from 800 patients to 1000 patients
which is expected to enhance the potential for SYNERGY to be reviewed by the regulatory agencies
independent of additional Phase 3 studies. Along'with the increased number of patients, the hazard ratio has
been revised from .725 to .75. Our expected timing of results for the survival primary endpoint that is based
on a pre-specified number of death events is currently projected to be the fourth quarter of 2013, and we
currently expect to complete patient accrual in the: second half of 2012. .

e A phase 3 clinical trial to evaluate a survival benefit for custirsen in combination with cabazitaxel treatment
as second-line chemotherapy in patients with CRPC. We expect to enroll approximately 630 patients in this
trial. Together with Teva, we plan to initiate this phase 3 clinical trial in the second half of 2012. The Phase
3 study is designed to show a survival benefit with 85% power based on a hazard ratio of 0.75, or an

~ approximate 25% increase in survival time, when custirsen is combined with cabazitaxel for second-line
chemotherapy. This trial will be conducted in lieu of the phase 3 clinical trial, referred to as SATURN,
which was designed to evaluate a durable pain palliation benefit for custirsen in combination with

- cabazitaxel or docetaxel as second-line chemotherapy in patients with CRPC. The Company plans to begin
’closmg down the Saturn trial in the first quarter of 2012.

e Aphase3 clinical trial to evaluate a surv1val benefit for custirsen in combination with first-line
chemotherapy in patients with non-small cell lung cancer, or NSCLC. We continue to work with Teva to
finalize our development plans for custirsen in non-small cell lung cancer. As previously stated, we expect
to initiate this program in the second-half of 2012. A

For detailed information regarding our relationship with Teva and the Collaboration Agreement, refer to the
d1scuss1on under the heading “Bus1ness-—L1cense and Collaboration Agreements--Teva Pharmaceutlcal Industnes
Ltd. . t

Custirsen received Fast Track designations from the FDA for the treatment of progressive metastatic prostate cancer
in combination with docetaxel. The FDA has also agreed on the design of the SYNERGY trial via the SPA process.

We have also received writter, scientific advice from the EMA on our development plan for custirsen for- treating
patients with CRPC in combination with docetaxel, which advice corresponded with our development plan
regarding the proposed pre-clinical studies and both the study design and analyses for the phase 3 SYNERGY trial.
In addition, the CHMP agreed that the mtended safety database would enable a sufficient quahﬁed nsk benefit
assessment for market approval.
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Our phase 3 registration trials have been designed based on our phase 2 clinical results, including:

e A randomized phase 2 trial evaluating the benefit of combining custirsen with first-line docetaxel, the final
results of which were published in the September 20, 2010 issue of the JCO. Analyses indicating a survival
benefit in patients treated with custirsen in combination with first-line docetaxel compared to docetaxel
alone, the latter being the current standard of care for patients with advanced, progressive metastatic.
prostate cancer requiring initial chemotherapy, are described under the heading “Business--Our Product
Candidates--Custirsen--Summary of Results of Custirsen Phase 2 Clinical Trials” Due to the results of the

~ phase 2 trial, the SYNERGY trial will evaluate the survival benefit of custirsen in patients’treated with
first-line chemotherapy. C

® A phase 2 trial evaluating patients with metastatic CRPC who progressed while receiving, or within six
months of completing, first-line docetaxel treatment. As of August 13, 2010, the estimated median over
survival duration for the custirsen plus mitoxantrone arm was 11.5 months for the custirsen plus docetaxel
re-treatment arm, the median overall survival was estimated at 15.8 months for the 20 randomized patients
and 12.8 months for the 45 combined patients which included 25 additional patients.with high serum

. clusterin levels at enrollment beyond the 20 randomized patients. Of the patients on this trial who had pain

or were.on opioids for pain control and were retreated with docetaxel as second-line treatment in
combination with custirsen, approximately 50% had durable pain.palliation. This-is favorable even when
compared to the 35% pain responses of three weeks or greater observed in-the phase 3 trial, which
supported the registration of docetaxel as first-line chemotherapy in patients with CRPC, and when
compared to the pain responses for cabazitaxel of 9.2% and for mitoxantrone of 7.7% observed in the phase
3 TROPIC trial. Due to the results of our phase 2 trial, in the second half of 2012 we plan to initiate a phase
3 trial evaluating the survival benefit of custirsen in combination with cabazitaxel as second-line
chemotherapy. We expect this trial to enroll patients who have previously received first-line docetaxel
therapy. : S :

¢ Anphase 2 trial evaluating 81 patients with advanced NSCLC who received custirsen in combination with
gemcitabine and a platinum chemotherapy (cisplatin or carboplatin) as first-line chemotherapy. The median
-overall survival was 14.1 months and 54% of patients survived at least one year. Thirty percent of patients
who received custirsen with first-line chemotherapy survived at least two years. For comparison, published
studies using a platinum-based regimen plus gemcitabine as first-line chemotherapy for advanced NSCLC
reported median survivals of 8 to 11 months and one-year survival rates of 33% to 43%. Market approval
for Roche’s Avastin plus paclitaxel and carboplatin chemotherapy for NSCLC was based on results
showing a median survival of 12.3 months compared to 10.3 months for patients treated with chemotherapy
alone. Survival rates for Avastin plus chemotherapy versus-chemotherapy alone were reported: as 51%
versus 44% at one year and 23% versus 15% at two years, respectively. -

Product Candidate OGX-427

0GX-427 is our product candidate that is designed to inhibit production of heat shock protein 27, or Hsp27, a cell-
survival protein expressed in many types of cancers including-prostate, bladder, breast and non-small cell lung -
cancer. Hsp27 expression is stress-induced, including by many anti-cancer therapies. For example, Hsp27 levels -
increased four-fold in prostate cancer patients after treatment with chemotherapy or hormone therapy.
Overexpression of Hsp27 is thought to be an important factor leading to the development of treatment-resistance and
is associated with metastasis, negative clinical outcomes in patients with various tumor types. .

Our current 0GX-427 development activities include the following clinical trials that have been or are expected to

be initiated is as.follows: : ‘ ; ~ : S

¢ The ongoing phase 2 clinical trial of OGX-427 in patients with metastatic bladder cancer. The trial is
currently enrolling up to 180 patients. The trial design is a three-arm, randomized phase 2 in combination
with gemcitabine and cisplatin in the first-line metastatic setting. Under the trial, each arm'is currently
enrolling approximately 60 patients and the trial will be initiated in sites throughout the United States,
Canada and Europe. The trial will be conducted as an event-driven trial such that the final analysis will
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have 80% power to show a critical hazard ratio of approximately 0.66 to 0.71. This type of Phase 2 trial
will allow us to better predict the potential size of and success for a Phase 3 trial where a survival benefit
will be the primary endpoint. We currently expect to complete patient accrual in the second half of 2013.

e An ongoing investigator-sponsored phase 2 clinical trial evaluating OGX-427 when administered with
prednisone to patients with CRPC. This randomized, controlled phase 2 trial is currently enrolling up to 72
patients who have minimally symptomatic or asymptomatic advanced prostate cancer and who have not yet
received chemotherapy. The trial is designed to determine the potential benefit of OGX-427 by assessing
the number of patients without disease progression at 12 weeks post-study treatment with or without OGX-
427. This trial will also measure the direct effect of OGX-427 on PSA levels, time to progression by PSA
or measurable disease, numbers of CTCs, and other relevant secondary endpoints. We currently expect to
complete patient accrual in the second half of 2012. Preliminary data have been presented.

e We intend to initiate a randomized, controlled Phase 2 study evaluating OGX-427 in combination with
abiraterone acetate for the treatment of CRPC, in the second half of 2012. This trial will be supported in
part by investigator grant funding.

e An ongoing investigator-sponsored phase 1 clinical trial to evaluate OGX-427 when administered directly
into the bladder in patients with bladder cancer. The trial is currently enrolling up to 36 patients; it is -
designed to determine the safety and potential benefit of OGX-427 administered into the bladder using a
catheter, which is known as intravesical instillation. In addition, the trial will measure the direct effect of
OGX-427 on expression of Hsp27 in bladder tumor cells, as well as determine the pharmacokinetics and
pharmacodynamics of OGX-427 when delivered by intravesical instillation. This clinical trial is being
funded by the National Cancer Institute of Canada. We expect to complete patient accrual in the second
half of 2012: Preliminary data have been presented.

Available preliminary data from our ongomg Phase 1 and Phase 2 clinical trials as well as a completed Phase 1 trial
is as follows:

o  Preliminary study results in our ongoing investigator-sponsored randomized phase 2 clinical trial
(evaluating OGX-427 when administered as a monotherapy to patients with CRPC) were presented at
ASCO GU in February 2012. The preliminary data showed a higher number of patients without disease
progression at 12 weeks, and greater declines in prostate-specific antigen (PSA) and circulating tumor cells
(CTC) with OGX-427 plus prednisone treatment compared to prednisone alone.

e  Preliminary study results in our ongoing investigator-sponsored phase 1 clinical trial, evaluating OGX-427
when administered directly into the bladder in patients with superficial or muscle-invasive bladder cancer,
showed preliminary results that demonstrated a trend towards decreased levels of Hsp27 and increased
tumor cell death rates after intravesical treatment with OGX-427. Additionally, of the 15 patients treated
with OGX-427, 33% had complete responses with no pathologic evidence of disease observed in post-
surgical tissue after the four intravesical OGX-427 treatments. The lack of disease post OGX-427
intravesical treatment prevented the ability to evaluate the Hsp27 levels within tumor cells and the tumor
cell death rates in these patients. Preliminary data from this trial was presented at the ASCO 2012
Genitourinary Cancers Symposium in February 2012.

e  OGX-427 has been evaluated in a phase 1 trial in patients with bladder, breast, prostate, ovarian, or NSCLC
who have failed potentially curative treatments or for which a curative treatment does not exist. Final
results of this phase 1 trial were presented during an oral presentation at the ASCO 2010 annual meeting.
The phase 1 trial evaluated 36 patients treated with OGX-427 as a single agent and 12 patients with OGX-
427 in combination with docetaxel who had failed up to six prior chemotherapy treatments. OGX-427 as a
single agent administered weekly was evaluated at doses from 200. mg up to 1000 mg in five cohorts of
approximately six patients in each cohort. Two further cohorts tested OGX-427 at the 800 and 1000 mg

" doses combined with docetaxel. Patients could receive up to ten 21-day cycles. OGX-427 was well
tolerated both as a monotherapy and in combination with docetaxel. Most adverse events were mild (grade
1 or 2) and mainly occurred during the three “loading doses” given over nine days prior to weekly dosing.
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The most frequently reported adverse events in the OGX-427 monotherapy arms were infusion-related
reactions and chills. The most frequently reported adverse events in the OGX-427 plus docetaxel arms were
infusion-related reactions, chills, fatigue, diarrhea, pruritus, nausea, and back pain. Despite evaluating
0GX-427 at very high doses, a maximum tolerated dose for OGX-427 was not reached in this trial. 33 of
36 patients with prostate cancer had at least one post-baseline PSA (a prostate tumor marker). Three of 21
in the monotherapy cohorts had reductions in PSA greater than or equal to 30% as did 6 of 12 in the
combination therapy cohorts. Six of seven patients with ovarian cancer had both baseline and post-baseline
CA-125 measurements. All were treated with monotherapy. Three patients had a reduction of CA-125. Of
particular interest was the decrease at all doses and in all diseases evaluated in the trial for both total CTCs
and CTCs which were positive for Hsp27, Hsp27(+) CTCs. Recent studies have shown that the presence of
CTCs in peripheral blood may be of prognostic significance for patients with solid tumors and patients with
values of five CTCs or fewer are generally considered to have a more favorable prognosis.

Product Candidates OGX-225 and CSP-9222.

0OGX-225, an inhibitor of insulin growth factor binding proteins 2 and 5, and CSP-9222, a caspase activator, are in
pre-clinical development. We are currently evaluating various alternatives, including partnering, which would allow
us to further the development of these pre-clinical assets.

Collaboration Revenue

We recorded $5.5 million of collaboration revenue in connection with our Collaboration Agreement with Teva in the
year ended December 31, 2011, as compared to $13.6 million in the year ended December 31, 2010. At December
31, 2011, an aggregate of $18.3 million of the upfront collaboration payment was included in the balance sheet line
items Current Deferred Collaboration Revenue, which we are recognizing as we incur direct and indirect
development costs under the Collaboration Agreement. As the direct and indirect costs associated with the Clinical
Development plan are incurred and the associated revenue is recognized, the Current Deferred Collaboration
Revenue balance is reduced. Management currently expects that all remaining Current Deferred Collaboration
Revenue will be recognized as Collaboration Revenue by the fourth quarter of 2012. Further, we are eligible to
receive payments of up to $370 million upon the achievement of developmental and commercial milestones set forth
in the Collaboration Agreement. At present, we are unable to predict the timing or likelihood of such milestone
payments, although we do not expect to receive any milestone payments from Teva in the year ending December 31,
2012. Moreover, Isis has disclosed in its Securities and Exchange Commission, or SEC, filings that it is entitled to
receive 30% of the up to $370 million in milestone payments we may receive from Teva as part of the Collaboration
Agreement. We disagree with their assessment but believe there may be some lesser payment obligation. See Note
4 of Notes to Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K for further
details on our collaboration with Teva.

Research and Development Expenses

Research and development, or R&D, expenses consist primarily of costs for milestone payments to third parties,
clinical trials, materials and supplies, facilities, personnel, including salaries and benefits, regulatory activities, pre-
clinical studies, and allocations of other R&D-related costs. External R&D expenses include fees paid to.
universities, hospitals and other entities that conduct certain R&D activities and that manufacture our product
candidates for use in our clinical trials. Currently, we manage our clinical trials through independent medical
investigators at their sites and at hospitals and expect this practice to continue.

Under the Collaboration Agreement with Teva, we are requlred to spend $30 million towards development of
custirsen, which will include our personnel costs for certain development activities. Teva will fund all other
expenses incurred pursuant to the Clinical Development Plan. Costs that we incurred totaling $3.5 million of in
2009, $4.9 million in 2010, and $3.3 million in 2011 have been applied against our $30 million funding
commitment, resulting in a remaining funding commitment of $18.3 million at December 31, 2011. We expect
aggregate full-time equivalent reimbursement of between $1.5 and $2.5 million annually from 2012 to 2013, which
will be applied against our funding commitment, or reimbursed to us from Teva on a cash basis. We currently expect
that we will incur all remaining costs associated with the Clinical Development Plan by the fourth quarter of 2012.
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A majority of our expenditures to date have been related to the development of custirsen. Until July 2, 2008,
custirsen was being co-developed with Isis and R&D expenses for custirsen were shared 65% by us and 35% by Isis.
On July 2, 2008, we and Isis amended the agreement to provide for unilateral development of custirsen by us. In
connection with the Collaboration Agreement and pursuant to the terms of agreements between us and Isis relating
to custirsen, we paid $10 million to Isis in the first quarter of 2010, which was included in R&D expenses in 2009.
We also paid $333,333 to UBC in the first quarter of 2010 pursuant to the terms of the license agreement relating to
custirsen, which was also included in R&D expenses in 2009.

Several of our clinical trials have been supported by grant funding that was received directly by the hospitals and/or
clinical investigators conducting the clinical trials, thereby allowmg us to complete these clinical trials at a lower
cost to us.

Since our drug candidates are in the early stages of development, we cannot estimate completion dates for
development activities or when we might receive material net cash inflows from our R&D projects, if ever.

Our projects or intended R&D activities may be subject to change from time to time as we evaluate our R&D
priorities and available resources.

We expect our R&D expenses to increase in 2012 and into the future, likely significantly, as we further expand
development of custirsen, OGX-427 and our other programs. OQur programs or anticipated programs may be subject
to change from time to time as we evaluate our R&D priorities and available resources.

General and Administrative Expenses

General and administrative, or G&A, expenses consist primarily of salaries and related costs for our-personnel in
executive, business development, human resources, external communications, finance and other administrative
functions, as well as consulting costs, including market research and business consulting, and intellectual property.
Other costs include professional fees for legal and auditing services, insurance and facility costs. We believe that
G&A resources are sufficient to carry on existing development activities. We anticipate that G&A expenses will
increase in the future as we continue to expand our operating actlvmes

Restructuring Activities

On August 21, 2008, Sonus completed a transaction, or “the Arrangement,” with OncoGenex Technologies whereby
Sonus acquired all of the outstanding preferred shares, common shares and convertible debentures of OncoGenex
Technologies. Sonus then changed its name to OncoGenex Pharmaceuticals, Inc. Prior to the Arrangement, Sonus
entered into a non-cancellable lease arrangement for office space located in Bothell, Washington, the square footage
of which exceeds our current requirements. We are currently in the process of evaluating opportunities to exit or
sublet portions of the leased space. We recorded an initial restructuring charge of $2.1 million on August 21, 2008
as part of the purchase price allocation. The liability is computed as the present value of the difference between the
remaining lease payments due less the estimate of net sublease income and expenses and has been accounted for in
accordance with the then effective EITF No. 95-3, “Recognition of Liabilities in Connection with a Purchase
Business Combination”. This represents our best estimate of the liability. Subsequent changes in the liability due to
accretion, or changes in estimates of sublease assumptions are recognized as adjustments to restructuring charges in
future periods.

In June 2009, we revised our sublease income assumptions used to estimate the excess lease facility liability. These
assumptions were subsequently revised again in December 2009 and September 2010. These changes in estimate
resulted in increases in the value of the excess lease liability of $0.5 million, $3.5 million, and $4.0 million in
expense recorded in June 2009, December 2009, and September 2010, respectively, to reflect these changes in
estimate. In the year ended December 31, 2011, with respect to excess facilities, $0.4 million was amortized into

income through research and development expense, resulting in a remaining liability of $7.0 million at December
31, 2011.
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Results of Operations
Years Ended December 31, 2011 and December 31; 2010

Revenue for the year ended December 31, 2011 decreased to $5.5 million, from $13.6 million for the year ended
December 31, 2010. The decrease in 2011 as compared to 2010 was due to lower reimbursement revenue earned
through our strategic collaboration with Teva resulting from manufacturing costs now being paid directly by Teva
and lower clinical trial costs associated with the SATURN trial. Revenue for 2011 includes recognition of $3.3
million from the $30.0 million upfront payment, as well as $2.2 million earned through collaborative research,
which has been reimbursed to us on'a cash basis. At December 31, 2011, $18.3 millioni of the upfront payment
received from Teva in December 2009 was included on our consolidated balance sheet as Deferred Collaboration
Revenue, which we are recognizing as we perform our financial obligation under the Collaboration Agreement.
Management currently expects this performance obligation will be completed in the fourth quarter of 2012. See Note
4 of Notes to Consolidated Financial Statements included elsewhere in the Annual Report on Form 10-K for further
details on our collaboration with Teva.

Costs for clinical development programs include external direct expenses such as patient treatment costs, clinical:
trial site costs, clinical research organization costs and contract manufacturing fees incurred for pre-clinical, clinical,
manufacturing and regulatory activities associated with preparing the compounds for submissions of NDAs or
similar regulatory filings to the FDA, EMA or other regulatory agencies outside the United States and Europe. Other
research and development includes indirect operating costs such as our personnel and occupancy expenses
associated with our clinical development programs and other research and development costs associated with the
development of our other product candidates. Our internal resources, employees, and infrastructure are not directly
tied to any individual research project and are typically deployed across multiple projects. Through our clinical
development programs, we are developing each of our product candidates in parallel for multiple disease
indications. Due to the number of ongoing projects and our ability to utilize resources across several projects, we do
not record or maintain information regarding the indirect operating costs incurred for our research and development
programs on a program-specific.basis. In addition, we believe that allocating costs on the basis of time incurred by
our employees does not accurately reflect the actual costs of a project. The majority of our costs incurred prior to
2009 were related to the development of custirsen.

Our research and development expenses for our clinical development programs are as follows (in thousands):

Twelve months ended
December 31,

2011 2010 2009

Cllmcal development programs '

. custirsen 8§ 4301 $

0GX-427 $ 9,597 $

- Other research and development - . § 7655 = §
Total research and developmient $ 2155 18,483 $ 20209 .

expenses

R&D expenses for the year ended December 31, 2011 increased to $21.6 million from $18.5 million in the year
ended December 31, 2010. The increase in 2011 as compared to 2010 was due primarily to higher OGX-427 clinical
trial and manufacturing costs, higher employee expenses, including stock based compensation, offset by lower -
custirsen manufacturing costs, as these costs are now being paid directly by Teva. Certain costs for the custirsen
phase 3 clinical trials are applied against the non-refundable upfront payments received from Teva in

December 2009, while costs unassociated with the phase 3 trials in second-line CRPC, such as manufacturing costs
and compensation for work performed by our employees on the SYNERGY trial, are reimbursable from Teva on a
cash basis. We expect R&D expenses to increase as we further develop our product candidates.
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The increase in R&D expense in 2011 és compared to 2009 was due pﬁmarily to higher OGX-427 clinical trial and
manufacturing costs, higher employee expenses, including stock based compensation, offset by lower milestone
payments owed to Isis and UBC resulting from the Collaboration Agreement with Teva.

G&A expenses for the year ended December 31, 2011 increased to $6.2 million from $5.8 million for the year ended
December 31, 2010. The increase in 2011 was due primarily to higher employee expenses, including stock-based
compensation expenses, partially offset by lower audit and accounting fees.

Restructuring expense for the year ended December 31, 2011 was nil, as compared with $4.0 million in 2010. In
September 2010, we revised our sublease income assumptions used to estimate the value of the excess lease facility
liability. This change in estimate resulted in an increase in the value of our excess lease liability and a $4.0 million
restructuring expense recorded in September 2010 to reflect this change in estimate. There was no comparable
charge m 2011.

We recorded a $7.4 million gain on revaluation of the warrants at December 31, 2011 which is included on our
Consolidated Statement of Loss as Gain on warrants. We revalue the warrants at each balance sheet date to fair
value. If unexercised, the warrants will expire in October 2015. A $0.1 million gain on revaluation of the warrants
and $1.0 million warrant issuance cost expense, relating to issuance costs allocated to warrants as part of the
October 2010 financing, were recorded at and. for the year then ended December 31, 2010.

Interest income for the year ended December 31, 2011 increased to $0.2 million from $86,000 for the year ended
December 31, 2010 due to hlgher balances of interest-bearing securities in 2011 as compared t0 2010.

Other income for the year ended December 31, 2011 remained consistent with the year ended December 31, 2010 at
$6,000. The income earned in 2011 relates to foreign exchange gains, while income earned in 2010 relates to gains
on sales of equipment offset by foreign exchange losses.

An income tax recovery of $3.0 million was recorded in the second quarter of 2010, as we received approval from
the Israeli Tax Authority, or ITA, for its request for a withholdings tax exemption on amounts received from Teva in
relation to the collaboration. Under the Collaboration Agreement, Teva paid us $50 million-in upfront payments, of
which $20 million was for an upfront milestone payment and subject to possible withholding taxes by the ITA. Prior
to the receipt of the approval, Teva was granted a temporary exemption for a transfer of $17 million of the $20
million upfront milestone payment. This temporary exemption was conditioned upon Teva’s depositing $3 million,
which represented 15% of the upfront milestone payment paid according to the Collaboration Agreement, in a trust
account in favor of the ITA until a final decision would be made by the ITA regarding the request. Accordingly,
prior to the receipt of the approval, we had recorded a $3 million liability recognizing this amount as an uncertain
tax position. Following this approval from the ITA, this liability was released, and we recorded a $3 million income
tax recovery. See Note 4 of Notes to Consolidated Financial Statements for further details on our collaboration with
Teva.

Years Ended December 31, 201 0. and December 31, 2009

Revenue for the year ended December 31, 2010 decreased to $13.6 million, from $25.5 million for the year ended -
December 31, 2009. The decrease in 2010 as compared to 2009 was due to lower revenue earned through our
strategic collaboration with Teva for the development of custersin. Revenue for 2010 included recognition of $4.9
million from the $30.0 million upfront payment, as well as $8.7 million earned through collaborative research,
which has been reimbursed to us on a cash basis. At December 31, 2010, $21.6 million of the upfront payment
received from Teva in December 2009 was included on our consolidated balance sheet as Deferred Collaboration
Revenue and Deferred Revenue, net of current, which we are recognizing as we perform our financial obligation . .
under the Collaboration Agreement. Management currently expects this performance obligation will be completed in
the fourth quarter of 2012. See Note 4 of Notes to Consolidated Financial Statements included elsewhere in the
Annual Report on Form 10-K for further details on our collaboration with Teva.

R&D expenses for the year ended December 31, 2010 decreased to $18.5 million from $20.2 million in the year

ended December 31, 2009. The decrease in 2010 as compared to 2009 was due primarily to the achievement of
custirsen milestones in 2009 owed to Isis and UBC resulting from the Collaboration Agreement with Teva, and
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higher OGX-427 manufacturing costs in 2009 as compared to 2010. The decrease in milestone expense was offset
by higher custirsen manufacturing costs, employee costs and custirsen clinical trial costs associated with the phase 3
clinical trials. Costs for the custirsen phase 3 clinical trials are applied against the non-refundable upfront payments
received from Teva in December 2009, while manufacturing costs are reimbursable from Teva on a cash basis. We
expect R&D expenses to increase as we further develop our proprietary product candidates.

G&A expenses for the year ended December 31, 2010 increased to $5.8 million from $4.0 million for the year ended
December 31, 2009. The increase in 2010 was due primarily to higher employee expenses, including severance '
charges, professxonal fees for legal and auditing services, employee recruitment costs and stock-based compensation
expense.

Restructuring expense for the year ended December 31, 2010 was $4.0 million. In September 2010, we revised our
sublease income assumptions used to estimate the value of the excess lease facility liability. This change in estimate
resulted in an increase in the value of our excess lease liability and a $4.0 million restructuring expense recorded in
September 2010 to reflect this change in estimate. Slmnar changes in our sublease income assumptlons resuited in
$4.0 million in expense recorded in-2009. :

We recorded $1:0 million warrant issuance cost expense for the year ended December 31, 2010, relating to the
issuance costs allocated to warrants as part of our October 2010 financing discussed in Note 10 to the Notes to
Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K. This expense was offset
by a $0.1 million gain on revaluation of the warrants at December 31, 2010 which is included on our consolidated
statement of loss as gain on warrants. We revalue the warrants at each balance sheet date to fair value. If
unexercised, the warrants will expire in October 2015. There was no comparable charge in 2009.

Interest income for the year ended December 31, 2010 increased to $86,600 from $47,000 for the year ended
December 31, 2009 due to higher balances of interest-bearing securities in 2010 as compared to 2009.

Other income for the year ended December 31, 2010 decreased to $6,000 from $70,000 for the year ended
December 31, 2009. The income earned in 2010 relates to gains on the sales of equipment offset by foreign
exchange losses while income earned in 2009 relates to gains on sales of equlpment and foreign exchange gains.

An income tax recovery of $3.0 million was recorded in the second quarter of 2010, as we received approval from
the Israeli Tax Authority, or ITA, for its request for a withholdings tax exemption on amounts received from Teva in
relation to the collaboration. Under the Collaboration Agreement, Teva paid us $50 million in upfront payments, of
which $20 million was for an upfront milestone payment and subject to possible withholding taxes by the ITA. Prior
to the receipt of the approval, Teva was granted a temporary exemption for a transfer of $17 million of the $20
million upfront milestone payment. This temporary exemption was conditioned upon Teva’s depositing $3 million,
which represented 15% of the upfront milestone payment paid according to the Collaboration Agreement, in a trust
account in favor of the ITA until a final decision would be made by the ITA regarding the request. Accordingly,
prior to the receipt of the approval, we had recorded a $3 million liability recognizing this amount as an uncertain
tax position. Following this approval from the ITA, this liability was released, and we recorded a $3 million income
tax recovery. See Note 4 of Notes to Consolidated Financial Statements for further details on our collaboration with
Teva.

Liquidity and Capital Resources

We have incurred an accumulated deficit of $80.7 million through December 31, 2011, and we expect to incur
substantial and increasing additional losses in the future as we expand our R&D activities and other operations, as
more fully described below. We have not generated any revenue from product sales to date, and we do not expect to
generate product sales revenue for several years, if ever. In the year ended December 31, 201 1, we generated $5.5
million in collaboration revenue from the Collaboratlon Agreement with Téva. :

All of our operations to date have been funded through the sale of our equity securiﬁes, and upfront payments

received from Teva. As of December 31, 2011, our cash, cash equivalents, and short-term investments decreased to
$64.9 million in the aggregate from $85.1 million as of December 31, 2010.

60



As of December 31, 2011, we do not have any borrowing or credit facilities. Based on our current expectations, we
believe our capital resources at December 31, 2011 will be sufficient to fund our currently planned operations 2014.
Our currently planned operations are set forth below under the heading “Operating Capital and Capital Expenditure
Requirements.”

Cash Flows
Cash Used in Operations

For the year ended December 31, 2011, cash used in operating activities decreased to $20.3 million, from $26.8 in
cash used in operations activities in 2010. The decrease in cash used in operations is primarily attributable to
payments made to Isis and UBC in the first quarter of 2010 resulting from the Collaboration Agreement with Teva
and lower custirsen manufacturing costs, as these costs are now being paid directly by Teva, partially offset by
higher OGX-427 clinical and manufacturing costs in 2011.

For the year ended December 31, 2009, cash provided by operating activities of $34.9 million was attributable
primarily to the upfront cash payment from Teva, offset by increased R&D expenses associated with personnel and
facilities assumed in the Arrangement, cash used to reduce liabilities assumed in the Arrangement and increased
current assets associated with R&D activities.

Cash Provided by Financing Activities

For the year ended December 31, 2011, net cash provided by financing activities decreased to $0.2 million from
$47.5 million. All net cash provided by financing activities in the twelve months ended December 31, 2011 was the
_ result of proceeds from the issuance of common shares on stock option exercises and all net cash provided by
financing activities in the twelve months ended December 31, 2010 was the result of proceeds from the issuance of
common shares pursuant to the financing we completed in October 2010 and stock option exercises.

Net cash provided by financing activities in the year ended December 31, 2009 was $17.3 million, resulting from net
proceeds we received from the issuance of common shares through a registered direct offering, net proceeds we
received from the issuance of common shares to Teva as part of a Stock Purchase Agreement, and the proceeds from
the issuance of common shares on stock option exercises.

Cash Used/Provided by Investing Activities

Net cash provided in investing activities for the year ended December 31, 2011 increased to $25.1 million from’
$59.1 million in cash used by investing activities in the year ended December 31, 2010. Net cash used in or provided
by investing activities in the years ended December 31, 2011 and December 31, 2010 were due to transactions
involving marketable securities in the normal course of business.

Net cash provided by investing activities in the year ended December 31, 2009 was $2.2 million, resulting from the
transactions involving marketable securities in the normal course of business.

Operating Capital and Capital Expenditure Requirements

We believe that our cash, cash equivalents and short-term investments will be sufficient to meet our anticipated cash
needs, including for working capital purposes, capital expenditures, and various contractual obligations for at least
the next 12 months. We also believe that our cash, cash equivalents, short-term investments and receivables from

Teva will be sufficient to fund our currently planned operations into 2014 including:

e completing the SYNERGY trial, a phase 3 clinical trial that is evaluating a survival benefit for custirsen in
combination with docetaxel as first-line chemotherapy in approximately 1,000 patients with CRPC;

¢ initiating and enrolling patients in a phase 3 clinical trial that is evaluating a survival benefit for custirsen in
combination with cabazitaxel as second-line chemotherapy, which is expected to be initiated in 2012;
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initiating and enrolling patients in a phase 3 clinical trial that is evaluating a survival benefit for custirsen in
patients with advanced, unresectable NSCLC, which is expected to be initiated in 2012;

completing an investigator-sponsored phase 2 clinical trial evaluating OGX-427 treatment in combination
with prednisone in patients with prostate cancer who have not received chemotherapy;

completing an investigator-sponsored phase 1 clinical trial evaluating OGX-427 when administered directly
into the bladder in patients with superficial or muscle-invasive bladder cancer, which was initiated in
August 2009; and

completing enrollment in a phase 2 clinical trial evaluating OGX-427 in combination with standard first-
line chemotherapy in approximately 180 patients with metastatic bladder cancer; and

initiating and enrolling a phase 2 clinical trial evaluating OGX-427 treatment in combination with
abiraterone acetate in patients with prostate cancer.

As of December 31, 2011, we have a remaining commitment to fund $18.3 million towards the three phase 3 trials
of custirsen, while Teva is required to fund all additional expenses under the clinical development plan. The final
results from the phase 3 trials may be released at a date that is beyond the period for which we currently project we
have available cash resources. In addition, if we desire to conduct development activities with respect to our other
product candidates beyond those development activities mentioned in the list above, we will require additional
funding to support such operations. If we need to extend our cash availability, or to conduct any such currently
unplanned development activities, we would seek such necessary funding through the licensing or sale of certain of
our product candidates, by executing a partnership or collaboration agreement, or through private or public offerings
of our equity or debt.

Our future capital requirements will depend on many factors, including:

timing, costs and results of clinical trials, pre-clinical development and regulatory approvals;

success of custirsen and achieving milestones and royalties;

maintaining our relationship with Teva and Teva’s ongoing level of focus and efforts to develop custirsen;
timing, costs and results of drug discovery and R&D;

enteﬁng into new collaborative orv product license agreements for products in our pipeline;

our ability to obtain additional funding through a partnership or collaboration agreement with a third party
or licenses of certain of our product candidates, or through private or public offerings of our.equity or debt;
and : . . .

costs related to obtaining, defending and enforcing patents.
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Contractual Obligations
The following table summarizes our contractuél obligations as of December 31, 2011:

Contractual Obligations Less than 1 " More than

(In thousands of U.S. dollars) Totfal vear 1-3 years 3-5 years 5 years
Bothell office operating lease (1) -, een 82107 84426 0 $4,6960 . $2.454.
Vancouver office operating lease (2) - . 289. 105 184 T --
‘Bayer license maintenance fees (3) 950 200 475 275 s
UBC license maintenance fees (4) 32 8 o168 -
Leased equipment B 20091 i w3300 SR3OS
Total . ; $15,033 . $2,463.- | . $5137 $4,979 . $2,454

(1) This operaﬁng lease, whiéh commenced in 2007, is for a 10-year term and includes two ﬁve-year option renewals. .
(2) This operating lease expires in 2014.

(3) Under the terms of our agreement with Bayer, we make annual payments to Bayer.on June 27 of each year, with an initial -
payment of $100,000 in 2008. The payments increase annually by $25,000 until the initiation of the first phase 3 clinical trial
relating to CSP-9222, at which point the payments reset to $100,000 and increase by $25,000, until such time as we achieve
either the first New Drug Application, or NDA filing in the United States or the European Union related to CSP-9222. For the
purposes of this table, we assume no reset in pricing resulting from initiation of phase 3 trials. We have the option to terminate
this agreement upon 60 days’ advance written notice to Bayer. . X :

(4) We are obligated to pay an annual Ylicense maintenance fee of CADS$8,000 to UBC, which has been converted to US ddllars
based on the December 31, 2011 exchange rate of US$1.00 = CAD$1 .0170, and rounded to the nearest $1,000."

Off-Balance Sheet Arrangements
We do not have any off-balance sheet financing arrangements at December 31, 2011.
Inﬂation\

We do not believe that inflation has had a material effect on our business and results of operations during the periods
presented. ' : ' :

Contingencies and Commitments
Teva Pharmaceutical Indastries Lid.

In December 2009, OncoGenex Pharmaceuticals, Inc., through its wholly-owned subsidiary, OncoGenex
Technologies, entered into a Collaboration Agreement with Teva for the development and global commercialization
of custirsen (and related compounds). Under the Collaboration Agreement, Teva made upfront payments in the ,
aggregate amount of $50 million, and may make additional payments up to $370 million upon the achievement of
developmental and commercial milestones and royaltiés at percentage rates ranging from the mid-teens to mid-
twenties on net sales. Teva also acquired $10 million of our common stock at a premium under a separate Stock
Purchase Agreement. We are required to contribute $30 million in direct and indirect costs towards the Clinical
Development Plan. As of December 31, 2011, $11.7 million of these costs have been incurred by OncoGenex,
resulting in a remaining funding responsibility of $18.3 million which has been recorded under Current Deferred -
Collaboration Revenue. Teva will fund all other expenses under the Clinical Development Plan.

Pursuant to the Collaboration Agreement, we agreed to collaborate with Teva in the development and global
commercialization of custirsen. Teva received the exclusive worldwide right and license to develop and o
commercialize products containing custirsen and related compounds (the “Licensed Products™). We have an option
to co-promote custirsen in the United States and Canada.
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In addition to the development costs noted above, Teva is also responsible for all costs relating to product -
commercialization including costs incurred in relation to our co-promotion option, except for start-up costs in
advance of commercialization. ' ’ SRR - c % o

*

Isis Pharmaceuticals Inc. and University of British Columbia

Pursuaht to license agreements we have with the UBC and Iéis, we are obligated to pay milestone payments of up to
CAD $1.6 million and $7.75 million, respectively, upon the achievement of specified product development ‘
milestones related to 0GX-427 and OGX-225 and low to mid single digit royalties on future product sales.

In addition, we are required to pay to Isis 30% of all Non-Royalty Revenue (defined to mean revenue not based on
net sales of products) we receive. Isis has disclosed in its SEC filings that it is entitled to receive 30% of the up to -
$370 million in milestone payments we may receive from Teva as part of the Collaboration Agreement; however,
we believe that certain of the milestone payments related to sales targets may qualify as Royalty Revenue (defined
to mean revenue based on net sales of products), and therefore be subject to the lesser payment obligations. No
assurance can be provided that we will be entitled to receive these milestone payments or; if we are, that the -,
applicable amount payable to Isis will be less than 30%. We are also obligated to pay to UBC certain patent costs
and annual license maintenance fees for the extent of the patent life of CAD $8,000 per year. We paid Isis and UBC
USD $750,000 and CAD $100,000, respectively, in 2010 upon the initiation of a phase 2 clinical trial of OGX-427

in patients with CRPC. We do not anticipate making any royalty payments to Isis in 2012.

The UBC agreements have effective dates ranging from November 1, 2001 to.April 5, 2005 and each agreerﬁent
expires upon the later of 20 years from its effective date or the expiry of the last patent licensed thereunder, unless
otherwise terminated. T ‘

Unless otherwise terminated, the Isis agreements for custirsen and OGX-427 will continue for each product until the
later of 10 years after the date of the first commercial product sale, or the expiration of the last to expire of any
patents required to be licensed in order to use or sell the product, unless OncoGenex Technologies abandons either
custirsen or OGX-427 and Isis does not elect to unilaterally continue development. The Isis agreement for OGX-225
will continue into perpetuity unless OncoGenex Technologies abandons the product and Isis does not elect to , o
unilaterally continue development. o

To facilitate the execution and performaﬁce of the Collaboration Agreement with Teva, ‘OncoGéhex and Isis agreed
to amend the Isis License Agreement and OncoGenex and UBC agreed to make a corresponding amendment to the
UBC License Agreement, in each case, effective December 19 and December 20,' 2‘.0,09,) rcspectively.

The amendment to the Isis License Agreement provides, among other things, that if we are subject to change of
control with a third party, where the surviving company immediately following such change of control has the right
to develop and sell the product, then (i) a milestone payment of $20 million will be due and payable to Isis 21 days
following the first commercial sale of the product in the United States; and (ii) unless such surviving entity had
previously sublicensed the product and a royalty rate payable to Isis by the Company has been established, the
applicable royalty rate payable to Isis will thereafter be the maximum amount payable under the Isis License
Agreement. Any non-royalty milestone amounts previously paid will be credited toward the $20 million milestone if
not already paid. As a result of the $10 million milestone payment payable to Isis in relation to the Collaboration
Agreement, the remaining amount owing in the event of change of control discussed above is a maximum of $10
million. Because we have now licensed the product to Teva and established a royalty rate payable to Isis, no royalty
rate adjustments would apply if Teva were to acquire us and becomes the surviving company. If the $30 million in
advaniced reimbursement of development activities has not been spent by OncoGenex priof to the third anniversary .
of the Collaboration Agreement between OncoGenex and Teva, OncoGenex will pay Isis an amount equal to 30% of
any un-spent portion less $3.5 million. '

Bayer HealthCare LLC b ‘
. e

On June 27, 2008, Sonus completed an exclusive in-licensing agreerent with Bayer HealthCare LLC for the right to

develop, commercialize or sublicense a family of compounds known as caspase activators presently in pre-clinical
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research. Under terms of the agreement, Sonus was granted exclusive rights to develop two core compounds forall
prophylactic and therapeutic uses in humans. Addmonally, Sonus was granted rights to all other non-core
compounds covered under the patents for use in oncology.

PR

T Tan A e [ e £ ¢t A o 3 1l - 3 A
Under the terms of the agreement, Ba_y'er received an upfront license fee of $0.5 million. OncoGenéx will make

annual payments to Bayer on the anniversary date, or the Anniversary Payments, with an initial payment of
$100,000 paid in 2008. The payments increase by $25,000 each year until the initiation of the first phase 3 clinical
trial, at which point the Anniversary Payments reset to $100,000 each year and increase by $25,000 until we achieve
either the first New Drug Application filing in the United States or the European Union. OncoGenex is obligated to”
pay royalties on net future product sales in addition to aggregate milestone payments:of up to $14 million for clinical
development and regulatory milestones. No milestone payments are triggered prior to the initiation of a phase 3
clinical trial. We have the option to terminate this contract upon 60 days written notice to Bayer.

Lease Arrangements:

We have an operating lease agreement for office space being used in Vancouver, Canada; which expires in
September 2014.

Future minimum- annual lease payments under the Vancouver lease are as follows (1n thousands):

... CAD"
2012 $ 107
2013 -$ 107 o : oo
2014 $ 80
Total : S R 8 (2%

In November 2006, prior to the Arrangement, Sonus entered into a non-cancellable operating lease agreement for. .
office space in Bothell, Washington, expiring in 2017 (please see Note 7 to Notes to Consolidated Financial -
Statements included elsewhere in this Annual Report on Form 10-K). In connection with the lease, Sonus was
required to provide a cash security deposit of approximately $0.5 million, which is included in Other Long Term
Assets. In addition, a standby letter of credit was issued by us‘in 2010, and $0.4 million remains in a restricted
money market account as collateral. We continue to evaluate opportunities to exit or sublet portions-of the leased
space and has recorded a liability in the exgess facilities lease charge of $7.0 million as at December 31, 2011..
(please see Note 7 to Notes to Consolidated Financial Statements included elsewhere in this Annual Report on Form
10-K).

If we are unable to exit or sublet portions of this leased space, the future minimum annual lease payments areas
follows (in thousands): e

2012

2013 s
2014

20057 b ol e
2016

IRetnainder’ 7o DR e
Total

Consolidated rent expense relating to both the Vancouver, Canada and Bothell, Washington offices for years ended
December 31, 2011, 2010, and 2009 was $2.6 million, $2.3 million, and $2.4 mil_lion respectively.

i
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Clinical Research Organizations

Our clinical research organization, or CRO, contracts typically call for specified prepaid amounts to be maintained
and held in escrow for future services to be rendered by the CRO. An amount of $750,000 was paid in January 2012
for future services to be performed for the phase 2 trial of OGX-427 in patients with metastatic bladder cancer.

Guarantees and Indemnifications

We indemnify our officers and directors for certain events or occurrences, subject to certain limits, while the officer
or director is or was serving at our request in such capacity. The term of the indemnification period is equal to the
officer’s or director’s lifetime. :

The maximum amount of potential future indemnification is unlimited; however, we have obtained director and
officer insurance that limits our exposure and may enable us to recover a portion of any future amounts paid. We
believe that the fair value of these indemnification obligations is minimal. Accordingly, we have not recognized any
liabilities relating to these obligations as of December 31, 2011.

We have certain agreements with certain organizations with which we do business that contain indemnification
provisions pursuant to which we typically agree to indemnify the party against certain types of third-party claims.
We accrue for known indemnification issues when a loss is probable and can be reasonably estimated. There were
no accruals for or expenses related to indemnification issues for any period presented.

Material Changes in Financial Condition

December 31,2011  December 31,2010

-(in thousands) ~

Total Assets ; $68 015 $89,918
Total Liabilities - G S3T A5 G 845793
Total Equity - $30 890 $44.125

The decrease in assets from December 31, 2010 to December 31, 2011 primarily relates to costs incurred in relation
to development of OGX-427 and the custirsen Clinical Development Plan. The decrease in liabilities from
December 31,2010 relates predominantly to the revaluation of the watrant liability, amortization of restructuring-
related liabilities, and the recognition of deferred collaboration revenue. The decrease in equity relates primarily to
the net loss attributable to cornmon shareholders incurred in 2011.

Critical Accounting Policies and Estimates
Use of Estimates

The preparation of consolidated financial statements in conformity with United States generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts reported in the
consolidated financial statements and notes thereto. Actual results could differ from those estimates. Estimates and
assumptions principally relate to the period we expect to recognize our remaining Current Deferred Collaboration
Revenue under our Collaboration and License Agreement, or Collaboration Agreement, with Teva, estimates of the
initial fair value and forfeiture rates of stock options issued to employees and consultants, the resolution of uncertain
tax positions and estimates of the fair value of our excess lease facility liability.

Cash Equivalents
We consider all highly liquid investments with an original maturity of three months or less to be cash equivalents,
which we consider as available for sale and are carried at market value with unrealized gains and losses, if any,

reported as accurnulated other comprehensive income or loss, which is a separate component of shareholders’ equity
(deficiency).
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Short-Term Investments

Short-term investments consist of financial instruments purchased with an original maturity of greater than three
months and less than one year. We consider our short-term investments as available-for-sale and they are carried at
market value with unrealized gains and losses except other than temporary losses, if any, reported as accumulated
other comprehensive income or loss, which is a separate component of shareholders’ equity (deficiency). Realized
gains and losses on the sale of these securities are recognized in net income or loss. The cost of investments sold is
based on the specific identification method.

Fair value of financial instruments

The fair value of our cash equivalents and marketable securities is based on quoted market prices and trade data for
comparable securities. The Company determines the fair value of its warrant liability based on the Black-Scholes
pricing model and using considerable judgment, including estimating stock price volatility and expected warrant
life. Other financial instruments including amounts receivable, accounts payable and accrued liabilities, are carried
at cost, which we believe approximates fair value because of the short-term maturities of these instruments.

Intellectual Property

The costs of acquiring intellectual property rights to be used in the research and development process, including

- licensing fees and milestone payments, are charged to research and development expense as incurred in situations
where we have not identified an alternative future use for the acquired rights, and are capitalized in situations where
it has identified an alternative future use. No costs associated with acquiring intellectual property rights have been
capitalized to date. Costs of maintaining intellectual property rights are expensed as incurred.

Revenue Recognition

Revenue recognized to date is attributable solely to the upfront payment we received in the fourth quarter of 2009
pursuant to our Collaboration Agreement with Teva, as well as cash reimbursements from Teva for certain costs
incurred by us under the Clinical Development Plan we and Teva developed under which three phase 3 clinical trials
will be initiated. Under the Collaboration Agreement, we and Teva share certain custirsen-related development
costs. We are required to spend $30 million in direct and indirect development costs, such as full-time equivalent
(FTE) reimbursement for time incurred by our personnel for the benefit of the custirsen development plan, such
contribution to be funded by the upfront payment provided by Teva as an advanced reimbursement for the Company
Development Expenses, or reimbursed to OncoGenex on a cash basis. Teva will fund all other expenses under the
Clinical Development Plan. When we have fulfilled its requirement to spend $30 million in direct and indirect
development costs, including FTEs, Teva will, on a quarterly basis, reimburse all development expenses incurred in
accordance with the Clinical Development Plan. Our policy is to account for these reimbursements as Collaboration
Revenue. For a summary description of the Collaboration Agreement, see Note 4 to Notes to Consolidated Financial
Statements included elsewhere in this Annual Report on Form 10-K.

The Collaboration Agreement contains multiple elements and deliverables, and requires evaluation pursuant to ASC
605-25, Multiple-Element Arrangements, or ASC 605-25. We evaluated the facts and circumstances of the
Collaboration Agreement to determine whether it had obligations constituting deliverables under ASC 605-25. We
concluded that it had multiple deliverables under the Collaboration Agreement, including deliverables relating to the
grant of a technology license, and performance of manufacturing, regulatory and clinical development services in
the U.S. and Canada, and estimated that the period in which we would perform those deliverables began in the
fourth quarter of 2009 and will be completed in the fourth quarter of 2012. Because we were able to establish vendor
specific objective evidence, or VSOE, of the fair value of the maintenance, regulatory, and clinical services, we
concluded that these deliverables should be accounted as separate units of accounting under ASC 605-25. In
establishing VSOE for the manufacturing, regulatory, and clinical development services, management relied on rates
charged by other service providers providing similar development services.

We will recognize $30 million allocated to the manufacturing, regulatory and clinical development services element
as revenue on a proportional performance basis, as we incur direct and indirect development costs under the
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Collaboration Agreement. As the direct and indirect costs associated with the Clinical Development plan are
incurred and the associated revenue is recognized, the Current Deferred Collaboration Revenue balance is reduced.
Management currently expects that all remaining Current Deferred Collaboration Revenue will be in recognized as
Collaboration Revenue by the fourth quarter of 2012. Estimation of the period we expect to incur direct and indirect
costs associated with the Clinical Development Plan requires the use of management’s judgment. Significant factors
considered in management’s evaluation of the direct and indirect development costs include, but are not limited to
its experience, along with Teva’s experience, in conducting clinical development activities. We will review the
projected direct and indirect development costs associated with the Clinical Development Plan on a quarterly basis
and make any appropriate adjustments on a prospective basis. Future changes in estimates of the total direct and
indirect development costs may materially impact the timing of the future revenue recognized under the
Collaboration Agreement. Direct and indirect development costs consists primarily of time (recognized as hours
incurred, multiplied by contractual billing rates), materials and other related costs.

Because management is not able to reliably estimate the fair value of the technology license, it used the residual
value approach to determine the amount of revenue to recognize. Based on this approach, we recognized $22 million
in 2009 relating to this element.

Under the Collaboration Agreement, we are entitled to receive up to $370 million upon the achievement of
developmental and commercial milestones. Management evaluated the nature of the events triggering these
contingent payments and concluded that these events constituted substantive milestones. This conclusion was based
primarily on the facts that each triggering event represents a specific outcome that can be achieved only through
successful performance by us of one or more of our deliverables, and that achievement of each triggering event was
subject to inherent risk and uncertainty and would result in additional payments becoming due to us. Management
concluded that each of these milestones was substantive, based primarily on the facts that the payments they trigger
are non-refundable, that achievement of the milestone entails risk and was not reasonably assured at inception of the
Collaboration Agreement, that substantial effort is required to complete each milestone, that the amount of each
milestone payment is reasonable in relation to the value created in achieving the milestone, that a substantial amount
of time is expected to pass between the upfront payment and the potential milestone payments, and that the
milestone payments, once received, relate solely to past performance. Based on the foregoing, we will recognize any
revenue from these milestone payments under the substantive milestone method in the period in which the
underlying triggering event occurs.

Under the Collaboration Agreement, we are also entitled to receive percentage royalties on sales of custirsen ranging
from the mid-teens to the mid-twenties. We will recognize any revenue from these events based on the revenue
recognition criteria set forth in ASC 605, Revenue Recognition. Based on those criteria, we consider these potential
payments to be contingent revenue, and will recognize them as revenue in the period in which the applicable
contingency is resolved.

Property and Equipment
Property and equipment assets are recorded at cost less accumulated depreciation. Depreciation expense on assets

acquired under capital lease is recorded within depreciation expense. Depreciation is provided on a straight-line
basis over the following periods:

Computerequipment... = ool o e 03 years
Furniture and fixtures 5 years

Leasehold; 1mprovements and eqmpment under o -Over the term of the lease: -
capital:lease:. . o s Gt e

Income Taxes

Income taxes are accounted for under the liability method. Deferred tax assets and liabilities are recognized for the
differences between the carrying values of assets and liabilities and their respective income tax bases and for
operating losses and tax credit carry forwards. A valuation allowance is provided for the portion of deferred tax
assets that is more likely than not to be unrealized. Deferred tax assets and liabilities are measured using the enacted
tax rates and laws.

68



Scientific Research and Development Tax Credits

The benefits of tax credits for scientific research and development expenditures are recognized in the year the
qualifying expenditure is made provided there is reasonable assurance of recoverability. The tax credits recorded are
based on management’s estimates of amounts expected to be recovered and are subject to audit by taxation Y
authorities. The non-refundable tax credit reduces the tax provision; however; no reduction to the tax provision ha
been recorded to date as we record a full valuation allowance. All qualifying expenditures are eligible for non-
refundable tax credits only.

Therapeutic Discovery Research Grants

The Internal Revenue Service’s therapeutic discovery tax credit program, created under the Patient Protection and
Affordable Care Act of 2010, provides tax credits or grants representing up to 50 percent of eligible qualified
investments in therapeutic discovery projects during tax years 2009 and 2010. We applied for and received funds
under this program to support the company’s custirsen, and OGX-427 development projects. The benefits of
research grants under the Internal Revenue Service’s therapeutic discovery tax credit program are recognized in the
year the qualifying expenditure is approved provided there is reasonable assurance of recoverability. The tax grants
recorded are based on management’s estimates of amounts expected to be received and are subject to audit by
taxation authorities. The research grants reduce the carrying cost of expenditures for research and development
expenses to which it relates.

Research and Development Costs

Research and development costs are expensed as incurred, net of related refundable investment tax credits, with the
exception of non-refundable advanced payments for goods or services to be used in future research and
development, which are capitalized in accordance with ASC 730, “Research and Development” and included within
Prepaid Expenses. -

Clinical trial expenses are a component of research and development costs. These expenses include fees paid to
contract research organizations and investigators and other service providers, which conduct certain product
development activities on our behalf. We use an accrual basis of accounting, based upon estimates of the amount of
service completed. In the event payments differ from the amount of service completed, prepaid expense or accrued
liabilities amounts are adjusted on the balance sheet. These expenses are based on estimates of the work performed
under service agreements, milestones achieved, patient enrollment and experience with similar contracts. We
monitor each of these factors to the extent possible and adjusts estimates accordingly.

Stock-Based Compensation

Effective January 1, 2006, we adopted the fair value recognition provisions of the ASC 718, “Stock Compensation”,
using the modified prospective methiod with respect to options granted to employees and directors. Under this
transition method, compensation cost is recognized in the financial statements beginning with the effective date for
all share-based payments granted after January 1, 2006 and for all awards granted prior to but not yet vested as of
January 1, 2006. The expense is amortized on 4 straight-line basis over the graded vesting period.

Segment Information

We follow the requirements of ASC 280, “Segment Reporting.” We have one operating segment, dedicated to the *
development and commercialization of new cancer therapies, with operations located in Canada and the United
States.

Comprehensive Income (Loss)

Comprehensive income (loss) is comprised of net income (loss) and other comprehensive income (loss). Other

comprehensive income (loss) consists of unrealized gains and losses on our available-for-sale marketable securities.
We have reported the components of comprehensive loss in the statement of shareholders’ equity.
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Loss per Common Share

Basic loss per common share is computed using the weighted average number of common shares outstanding during
the period. Diluted loss per common share is computed in accordance with the treasury stock method. The effect of
potentially issuable common shares from outstanding stock options is anti-dilutive for all periods presented.

Warrants

We account for warrants pursuant to the authoritative guidance on accounting for derivative financial instruments
indexed to, and potentially settled in, a company's own stock, on the understanding that in compliance with
applicable securities laws, the warrants require the issuance of registered securities upon exercise and therefore do
not sufficiently preclude an implied right to net cash settlement. We classify warrants on the consolidated balance
sheet as a liability which is revalued at each balance sheet date subsequent to the initial issuance. Determining the
appropriate fair-value model and calculating the fair value of registered warrants requires considerable judgment,
including estimating stock price volatility and expected warrant life. The computation of expected volatility was
based on the historical volatility of comparable companies from a representative peer group selected based on
industry and market capitalization. A small change in the estimates used may. have a relatively large change in the
estimated valuation. We use the Black-Scholes pricing model to value the warrants. Changes in the fair market value
of the warrants are reflected in the consolidated statement of loss as gain (loss) on revaluation of warrants.

Reclassifications

Certain prior period balances have been reclassified to conform to the current period presentation. The expenses
associated with adjustments to sublease income assumptions relating to our Bothell facility (please see Note 7 to
Notes to Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K) were ,
reclassified during the third quarter of 2010 from research and development expenses to restructuring expenses. This
reclassification on the statements of loss was made in all prior periods presented for comparability purposes. This
reclassification had no effect on net loss attributable to common shareholders, shareholders’ equity, total assets and
total liabilities, or the major categories of the cash flow statement.

Recently Adopted Accounting Policies

In April 2010, the Financial Accounting Standards Board, or FASB, issued ASU No. 2010 — 17 — Revenue
Recognition — Milestone Method (Topic 605): Milestone Method of Revenue Recognition. This standard provides
guidance on defining a milestone and determining when it may be appropriate to apply the milestone method of
revenue recognition for certain research and development transactions. Under this new standard, a company can
recognize consideration that is contingent upon achievement of a milestone as revenue in the period i which the
milestone is achieved as long as the milestone is considered substantive according to the criteria set forth in this new
standard. The Company adopted this standard on a prospective basis beginning in the quarter ended March 31, 2011.
The adoption of this standard did not have a significant impact on our financial position or results of operations.

In January 2010, the FASB issued amended guidance on fair value measurements and disclosures. The new
guidance requires additional disclosures regarding fair value measurements, amends disclosures about post-
retirement benefit plan assets, and provides clarification regarding the level of disaggregation of fair value
disclosures by investment class. This guidance is effective for interim and annual reporting periods beginning after
December 15, 2009, except for certain Level 3 activity disclosure requirements that are effective for reporting
periods beginning after December 15, 2010. Accordingly, we-adopted this amendment in the quarter ended March
31, 2010, while the additional Level 3 requirements were adopted in the quarter ended March 31, 2011. The
adoption of this standard did not have an impact on our financial position or results of operations.

Recent Accounting Pronouncements
In December 2011, the FASB issued ASU No. 2011-12, “Comprehensive Income.” This ASU defers the effective

date for amendments to the presentation of reclassification of items out of accumulated other comprehensive income
in ASU No. 2011-05. The amendments are being made to allow the Board time to redeliberate whether to present on
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the face of the financial statements the effects of reclassifications out of accumulated other comprehensive income
on the components of net income and other comprehensive income for all periods presented. While the Board is
considering the operational concerns about the presentation requirements for reclassification adjustments and the

needs of financial statement users for additional information about reclassification adjustments, entities should
continue to report reclassifications out of accumulated other comprehensive income consistent with the presentation
requirements in effect before Update 2011-05.

All other requirements in Update 2011-05 are not affected by this Update, including the requirement to report
comprehensive income either in a single continuous financial statement or in two separate but consecutive financial
statements. Public entities are required to apply these requirements for fiscal years, and interim periods within those
years, beginning after December 15, 2011. Nonpublic entities should begin applying these requirements for fiscal
years ending after December 15, 2012, and interim and annual periods thereafter. We are currently evaluating the
impact of this new ASU.

In June 2011, the FASB issued ASU No. 2011-05, “Comprehensive Income.” This ASU intends to enhance
comparability and transparency of other comprehensive income components. The guidance provides an option to
present total comprehensive income, the components of net income and the components of other comprehensive
income in a single continuous statement or two separate but consecutive statements. This ASU eliminates the option
to present other comprehensive income components as part of the statement of changes in shareowners' equity. The
provisions of this ASU will be applied retrospectively for interim and annual periods beginning after December 15,
2011. Early application is permitted. We are currently evaluating the impact of this new ASU.

In May 2011, the FASB issued ASU No. 2011-04, “Fair Value Measurement.” This ASU clarifies the concepts
related to highest and best use and valuation premise, blockage factors and other premiums and discounts,
the fair value measurement of financial instruments held in a portfolio and of those instruments classified as
a component of shareowners' equity. The guidance includes enhanced disclosure requirements about recurring
Level 3 fair value measurements, the use of nonfinancial assets, and the level in the fair value hierarchy of assets
and liabilities not recorded at fair value. The provisions of this ASU are effective prospectively for interim and
annual periods beginning on or after December 15, 2011. Early application is prohibited. We are currently
evaluating the impact of this new ASU.

ITEM 7A.. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Interest Rate Risk

Interest rate risk is the risk that the fair values and future cash flows of financial instruments will fluctuate because
of the changes in market interest rates. We invest our cash in a variety of financial instruments, primarily in short-
term bank deposits, money market funds, and domestic and foreign commercial paper and government securities.
These investments are denominated in U.S. dollars, and we monitor our exposure to interest rate changes is
monitored. We have very limited interest rate risk due to the few assets or liabilities subject to fluctuations in
interests rates. Our investment portfolio includes only marketable securities with active secondary or resale markets
to help ensure portfolio liquidity. Due to the nature of our highly liquid marketable securities, a change in interest
rates would not materially change the fair market value. We have estimated the effect on our portfolio of a
hypothetical increase in interest rates by one percent to be a reduction of $200,000 in the fair value of our
investments as of December 31, 2011.

Foreign Currency Exchange Risk

We are exposed to risks associated with foreign currency transactions on certain contracts and payroll expenses
related to our Canadian subsidiary, OncoGenex Technologies, denominated in Canadian dollars and we have not
hedged these amounts. As our unhedged foreign currency transactions fluctuate, our earnings might be negatively
affected. Accordingly, changes in the value of the U.S. dollar relative to the Canadian dollar might have an adverse
effect on our reported results of operations and financial condition, and fluctuations in exchange rates might harm
our reported results and accounts from period to period. We have estimated the effect on our reported results of
operations of a hypothetical increase of 10 percent in the exchange rate of the Canadian dollar against the U.S. dollar
to be $280,000 for the year ended December 31, 2011.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of OncoGenex Pharmaceuticals, Inc.

We have audited the accompanying consolidated balance sheets of OncoGenex Pharmaceuticals, Inc. (the
“Company”) as of December 31, 2011 and 2010, and the related consolidated statements of loss, shareholders’
equity, and cash flows for each of the three years in the period ended December 31, 2011. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluatlng the overall
financial statement: presentanon We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of OncoGenex Pharmaceuticals, Inc. at December 31, 2011 and 2010, and the consolidated
results of its operations and its cash flows for each of the three years in the period ended December 31, 2011, in
conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), OncoGenex Pharmaceuticals, Inc.’s internal control over financial reporting as of December 31, 2011,
based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsormg
Organizations of the Treadway Commission and our report dated March 8, 2012 expressed an unqualified opinion
thereon. .

Vancouver, Canada, /s/ ERNST & YOUNG LLP
March 8, 2012 Chartered Accountants
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of OncoGenex Pharmaceuticals, Inc.

We have audited OncoGenex Pharmaceuticals, Inc.’s (the “Company™) internal contro! over financial reporting as
of December 31, 2011, based on criteria established in-Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (the “COSO” criteria). The Company’s
management is responsible for maintaining effective internal control over financial reporting, and for its assessment
of the effectiveness of internal control over financial reporting included in the accompanying “Management’s
Report on Internal Control over Financial Reporting”. Our responsibility is to express an opinion on the Company’s
internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in ail material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance, with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate. ‘ :

In our opinion, OncoGenex Pharmaceuticals, Inc. maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2011, based on the COSO criteria. )

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets of the Company as of December 31, 2011 and 2010, and the related
consolidated statements of loss, shareholders’ equity, and cash flows for each of the three years in the period ended
December 31, 2011 and our report dated March 8, 2012 expressed an unqualified opinion thereon.

Vancouver, Canada, /s/ ERNST & YOUNG LLP
March 8, 2012 Chartered Accountants
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OncoGenex Pharmaceuticals, Inc.
Consolidated Balance Sheets

{in thousands-of U.S. doiiars).

December 31, December 31,
2011 2010

377 s
| S i S )
“Pfépald expenses e L 12100 0ags

Total current assets
Property and equlpmcnt net [note 6]
_Other assets [ note 8]
:‘iTotal assets

'LIABILITIES AND SHAREHOLDERS’ EQUITY
_Current )
~Accounts payable and accrued

Deferred collaboration revenue [note 4 ]

Current portion of long-térrn obhgahons [note 7]

Warrant 11ab111ty [note 5 and note 1 0]

Total current habilities

Deferred collaboration revenue,
Long-term obligations, less curre

Total liabilities

t of current [note 4 ]
omon [note e

ents and contmgenc

Shareholders’ equity:

Common shares [note 10 o , , o
$0.001 par value 25,000,000 shares authorized and 9, Mogle 0 e T

issued and outstanding at December 31,2011 A ey ' : o =

Additional paid-in capital 108,986 107,579

Accumulated deficit o e (80,742)  (66,069)

Accumulated other comprehensive income 2,636 2,605

Total shareholders’ equity i ' e 30,890 44025

Total liabilities and shareholders’ equity 68,015 89,918
Subsequent events [note 15] s : £ i :
See accompanying notes.

75



OncoGenex Pharmaceuticals, Inc.
Consolidated Statements - of Loss
(In thousands of U.S. dollars, except share and per share amounts)

Years Ended
December 31,

2011 2010 2009
COLLABORATION REVENUE 8 : i 5,496
EXPENSES E e e
Research and development o 21,553
General and administrative: S e SR 62300

Restructurlng expense [note 7] ‘ —

sl

Total expenses o : - | , N 2‘7‘,78’3
'OTHER INCOME (EXPENSE)
Interest income

Other
“Warrant issuance costs
Gain on warrants

Total other income (expense)

‘Loss for the perlod before taxes
/&Inéome tax expense (recovery) [note 9/

.Net loss attributable to common shareholders

Basic and diluted net 168s per common share

[note 10[g]]

AR s
Welghted average number of common shares ' s
[note 10[g]] ' ‘ 9,729,340 7,030,903 5,766,850

See accompanying notes.
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2008

Bﬁl;ince, December 31,

Stock-based compensation expense.
Shares 1ssued in July 2009 ﬁnancmg

'agreement
Stock option exercises

, ’2’009

e, December

Stock based compensation expense
‘Shares 1ssued in October 2010 fmancmg
Unreellzed loss on marketable securltles :

- Stack option exercise:
Loss for the perlod

[ Co om iprehensive loss for the penod

Balance, December 31, 2010

-based compensation expense
Share lssued in October 2010 ﬁnancmg

Reverse prior year’s net unrealized loss on
marketable securltles

:Stéekoptlon exercises ;

nreahzed loss on marketable secuntxes <

Loss for the period )
C ‘rehenswe loss for the period .

‘liigia’nce, December 31, 2011

OncoGenex Pharmaceuticals, Inc.:
Consolidated Statements of Shareholders’ Equity

(In thousands of U.S. dollars, except share amounts)

Common
Shares
and Accumulated
Number of Additional Other ) ' Total
Common Paid-In  Comprehensive Comprehensive Accumulated Shareholders’
Shares Capital  Income (Loss) Loss deficit Equity

(in thousands of U.S. dollars, except share amounts)

Ssild se0%6 a6 e BTy,
ol s i S i e e S A A80

475,000 9,304 ’ : 9,304
267531 7903

37388 141
e G418 (5476)
(5,476)

) ( 642
C 3174602 32319

(12584) ©  (12584) - (12.584)
(12,619) - R

1,188

Tt e

y - 35,
56,228 219 G e e ot
Q4673 L (14673) - (14673)
ousern Goiay :
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OncoGenex Pharmaceuticals, Inc.

Consolidated Statements of Cash Flows

(In thousands of U.S. dollars)

Years ended

December 31,
2011 2010 2009
$ $ $
OPERATING ACTIVITIES ,,
Loss for the penod 14,673 12,584 5,476
ek 1,027 —_
(7 388) (96 —
SR 82 50
1 188 642 380
S 4,038 3,951
~ Changes in non-cash wo: ng capltal items ‘ — :
. -Amounts receivable {payable) L R e e e LA12 000 1,885 (2,955)
Investment tax credlt recoverable » ; » — = 1,090
* Restricted cash - e R R )
repaid expenses ’ ‘ . 1,278 (1,763
. Otherassets. . o0 = R e - e a)
Accounts payable and accrued habllmes ; 2,324 (13,560) 12,200
_ Lease obligation fnote 7. - i S @53 a0e9) A
Deferred collaboratlon revenue [ note 4 ] (3,351) (4 906) 26,527
Cas provnded by sed in) operatmg actlvmes (20,263) (26 840) 34,878
FINANCING ACTIVITIES : L s e e s
‘ Cash paid on fractional shares ehmmated on reverse share spht — — —

eds from issuance of common stock under stock option and employee benefit plans

(75,147) (93 0L8)
100,294 -

Effect of exchange rate changes on cash
Inorease (decreasc) in cash and. cash e

L (38,518)

Cash and cash equlvalents end of the period " - | 28517 2353 62,051

Supplemental cash flow 1nformatnon ; B , )
" Property and equipment acquired under lease obligation - , ST 89 = . 65

See accompanying notes.
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OncoGenex Pharmaceuti'cals; Inc.
Notes to Consolidated Financial Statements
1. NATURE OF BUSINESS AND BASIS OF PRESENTATION

OncoGenex Pharmaceuticals; Inc. (the “Company” or “OncoGenex”) is committed to the development and
commercialization of new therapies that address treatment resistance in cancer patients. The Company was -
incorporated in the state of Delaware and, together with its subsidiaries, has a facility in Bothell, Washington and an
office in Vancouver, British Columbia (Canada). :

During the year ended December 31, 2009, the Company exited the development stage. Previously from its
inception, the Company was a development stage company in accordance with Accounting Standards Codification,
or ASC, 915, Accounting and Reporting by Development Stage Enterprises.

Basis of Presentation

The accompanying consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States. The consolidated financial statements include the accounts of OncoGenex
Pharmaceuticals, Inc. and our wholly owned subsidiaries, OncoGenex Technologies and OncoGenex, Inc.
OncoGenex, Inc. ceased operations in 2009 and were subsequently dissolved. All intercompany balances and
transactions have been eliminated.

Liquidity

The Company has historically experienced recurring losses from operations that have generated an accumulated
deficit of $80.7 million through December 31, 2011. At December 31, 2011, the Company had cash, cash
equivalents and short-term investments of $64.9 million.

2. ACCOUNTING POLICIES
Significant Accounting Policies
Use of Estimates

The preparation of consolidated financial statements in conformity with United States generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts reported in the’
consolidated financial statements and notes thereto. Actual results could differ from those estimates. Estimates and
assumptions principally relate to the period we expect to recognize our remaining Current Deferred Collaboration
Revenue under our Collaboration and License Agreement, or Collaboration Agreement, with Teva, estimates of the
initial fair value and forfeiture rates of stock options issued to employees and consultants, the resolution of uncertain
tax positions and estimates of the fair value of our excess lease facility liability. ‘

Cash Equivalents

We consider all highly liquid investments with an original maturity of three months or less to be cash ecjuivalents’, :
which we consider as available for sale and are carried at market value with unrealized gains and losses, if any,
reported as accumulated other comprehensive income or loss, which is a separate component of shareholders’ equity
(deficiency). h

Short-Term Investments

Short-term investments consist of financial instruments purchased with an original maturity of greater than three

months and less than one year. We consider our short-term investments as available-for-sale and they are carried at
- market value with unrealized gains and losses except other than temporary losses, if any, reported as accumulated
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other comprehensive income or loss, which is a separate component of shareholders’ equity (deficiency). Realized
gains and losses on the sale of these securities are recognized in net income or loss. The cost of investments sold is
based on the specific identification method.

FEair value of financial instruments

The fair value of our cash equivalents and marketable securities is based on quoted market prices and trade data for
comparable securities. The Company determines the fair value of its warrant liability based on the Black-Scholes
pricing model and using considerable judgment, including estimating stock price volatility and expected warrant
life. Other financial instruments including amounts receivable, accounts payable and accrued liabilities, are carried
at cost, which we believe approximates fair value because of the short-term maturities of these instruments.

Intellectual Property

The costs of acquiring intellectual property rights to be used in the research and development process, including
licensing fees and milestone payments, are charged to research and development expense as incurred in situations
where we have not identified an alternative future use for the acquired rights, and are capitalized in situations where
it has identified an alternative future use. No costs associated with acquiring intellectual property rights have been
capitalized to date. Costs of maintaining intellectual property rights are expensed as incurred.

Revenue Recognition

Revenue recognized to date is attributable solely to the upfront payment we received in the fourth quarter of 2009
pursuant to our Collaboration Agreement with Teva, as well as cash reimbursements from Teva for certain costs
incurred by us under the Clinical Development Plan we and Teva developed under which three phase 3 clinical trials
will be initiated. Under the Collaboration Agreement, we and Teva share certain custirsen-related development
costs. We are required to spend $30 million in direct and indirect development costs, such as full-time equivalent
(FTE) reimbursement for time incurred by our personnel for the benefit of the custirsen development plan, such
contribution to be funded by the upfront payment provided by Teva as an advanced reimbursement for the Company
Development Expenses, or reimbursed to OncoGenex on a cash basis. Teva will fund all other expenses under the
Clinical Development Plan. When we have fulfilled its requirement to spend $30 million in direct and indirect
development costs, including FTEs, Teva will, on a quarterly basis, reimburse all development expenses incurred in
accordance with the Clinical Development Plan. Our policy is to account for these reimbursements as Collaboration
Revenue. For a summary description of the Collaboration Agreement, see Note 4 to Notes to Consolidated Financial
Statements included elsewhere in this Annual Report on Form 10-K.

The Collaboration Agreement contains multiple elements and deliverables, and requires evaluation pursuant to ASC
605-25, Multiple-Element Arrangements, or ASC 605-25. We evaluated the facts and circumstances of the
Collaboration Agreement to determine whether it had obligations constituting deliverables under ASC 605-25. We
concluded that it had multiple deliverables under the Collaboration Agreement, including deliverables relating to the
grant of a technology license, and performance of manufacturing, regulatory and clinical development services in
the U.S. and Canada, and estimated that the period in which we would perform those deliverables began in the
fourth quarter of 2009 and will be completed in the fourth quarter of 2012. Because we were able to establish vendor
specific objective evidence, or VSOE, of the fair value of the maintenance, regulatory, and clinical services, we
concluded that these deliverables should be accounted as separate units of accounting under ASC 605-25. In
establishing VSOE for the manufacturing, regulatory, and clinical development services, management relied on rates
charged by other service providers providing similar development services.

We will recognize $30 million allocated to the manufacturing, regulatory and clinical development services element
as revenue on a proportional performance basis, as we incur direct and indirect development costs under the
Collaboration Agreement. As the direct and indirect costs associated with the Clinical Development plan are
incurred and the associated revenue is recognized, the Current Deferred Collaboration Revenue balance is reduced.
Management currently expects that all remaining Current Deferred Collaboration Revenue will be in recognized as
Collaboration Revenue by the fourth quarter of 2012. Estimation of the period we expect to incur direct and indirect
costs associated with the Clinical Development Plan requires the use of management’s judgment. Significant factors
considered in management’s evaluation of the direct and indirect development costs include, but are not limited to
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its experience, along with Teva’s experience, in conducting clinical development activities. We will review the
projected direct and indirect development costs associated with the Clinical Development Plan on a quarterly basis
and make any appropriate adjustments ona prospective basis. Future changes in estimates of the total direct and
indirect development costs may materially impact the timing of the future revenue recognized under the
Collaboration Agreement. Direct and indirect development costs consists primarily of time (recognized as hours
incurred, multiplied by contractual billing rates), materials and other related costs.

Because management is not able to reliably estimate the fair value of the technology license, it used the residual
value approach to determine the amount of revenue to recognize. Based on this approach, we recognized $22 million
in 2009 relating to this element.

Under the Collaboration Agreement, we are entitled to receive up to $370 million upon the achievement of
developmental and commercial milestones. Management evaluated the nature of the events triggering these
contingent payments and concluded that these events constituted substantive milestones. This conclusion was based
primarily on the facts that each triggering event represents a specific outcome that can be achieved only through
successful performance by us of one or more of our deliverables, and that achievement of each triggering event was
subject to inherent risk and uncertainty and would result in additional payments becoming due to us. Management
concluded that each of these milestones was substantive, based primarily on the facts that the payments they trigger
are non-refundable, that achievement of the milestone entails risk and was not reasonably assured at inception of the
Collaboration Agreement, that substantial effort is required to complete each milestone, that the amount of each
milestone payment is reasonable in relation to the value created in achieving the milestone, that a substantial amount
of time is expected:to pass between the upfront payment and the potential milestone payments, and that the
milestone payments, once received, relate solely to past performance. Based on the foregoing, we will recognize any
revenue from these milestone payments under the substantive milestone method in the period in which the
underlying triggering event occurs. ‘

Under the Collaboration Agreement, we are also entitled to receive percentage royalties on sales of custirsen ranging
from the mid-teens to the mid-twenties. We will recognize any revenue from these events based on the revenue
recognition criteria set forth in ASC 605, Revenue Recognition. Based on those criteria, we consider these potential
payments to be contingent revenue, and will recognize them as revenue in the period in which the applicable
contingency is resolved. ~

Property and Equipment
Property and equipment assets are recorded at cost less accumulated depreciation. Depreciation expense on assets
acquired under capital lease is recorded within depreciation expense. Depreciation is provided on a straight-line

basis over the following periods:

Computer equipment -~~~ . 3yearg

Furniture and fixtures 5 years

Leasehold improvements and equipment under ~ Over the term of the lease
capital lease i e

Income Taxes

Income taxes are accounted for under the liability method. Deferred tax assets and liabilities are recognized for the
differences between the carrying values of assets and liabilities and their respective income tax bases and for
operating losses and tax credit carry forwards. A valuation allowance is provided for the portion of deferred tax
assets that is more likely than not to be unrealized. Deferred tax assets and liabilities are measured using the enacted
tax rates and laws. ' :

Scientific Research and Development Tax Credits

The benefits of tax credits for scientific research and development expenditures are recognized in the year the

qualifying expenditure is made provided there is reasonable assurance of recoverability. The tax credits recorded are
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based on management’s estimates of amounts expected to be recovered and are subject to audit by taxation
authorities. The non-refundable tax credit reduces the tax provision; however, no reduction to the tax provision has
been recorded to date as we record a full valuation allowance. All qualifying expenditures are el1g1ble for non-
refundable tax credits only. ,

Therapeutic Discovery Research Grants

The Internal Revenue Service’s therapeutic discovery tax credit program, created under the Patient Protection and
Affordable Care Act of 2010, provides tax credits or grants representing up to 50 percent of eligible qualified

" investments in therapeutic discovery projects during tax years 2009 and 2010. We applied for and received funds
under this program to support the company’s custirsen, and OGX-427 development projects. The benefits of
research grants under the Internal Revenue Service’s therapeutlc discovery tax credit program are recognized in the
year the qualifying expenditure is approved prov1ded there is reasonable assurance of recoverability. The tax grants
recorded are based on management’s estimates of amounts expected to be received-and are subject to audit by
taxation authorities. The research grants reduce the carrying cost of expenditures for research and development
expenses to which it relates ;

Research and Development Costs

Research and development costs are expensed as 1ncurred net of related reﬁmdable investment tax credits, with the
exception of non-refundable advanced payments for goods or services to be used in future research and
development, which are capltahzed in accordance with ASC 730, “Research and Development” and included within
Prepaid Fxpenses , e

Clinical trial expenses are a component of research and development costs. These expenses include fees paid to
contract research organizations and investigators and other service providers, which conduct certain product
development activities on our behalf. We use an accrual basis of accounting, based upon estimates of the amount of
service completed. In the event payments differ from the amount of service completed, prepaid expense or accrued -
liabilities amounts-are adjusted on the balance sheet. These expenses are based on estimates of the work performed
under service agreements, milestones achieved, patient enrollment and experience with similar contracts. We
monitor each of these factors to the extent possible and adjusts estimates accordingly.

Stock-Based Compensation

Effective January 1, 2006, we adopted the fair value recognition provisions of the ASC 718, “Stock Compensation”,
using the modified prospective-method with respect to options granted to employees and directors. Under this
transition method, compensation cost is recognized in the financial statements begmmng with the effective date for
all share-based payments granted after January 1, 2006 and for all awards granted prior to but not yet vested as of
January 1, 2006. The expense is amortized on a straight-line basis over the graded vesting period.

Segment Information

We follow the requlrements of ASC 280, “Segment Reporting.” We have one operating segment, dedicated to the
development and commercialization of new cancer therapies, with operations located in Canada and the United
States.

Comprehensive Income (Loss)

Comprehensive income (loss) is compnsed of net income (loss) and.other comprehenswe income (loss). Other

comprehensive income (loss) consists of unrealized gains and losses on our available-for-sale marketable securities.
We have reported the components of comprehensive loss in the statement of shareholders’ equity.
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Loss per Common Share

Basic loss per common share is computed using the weighted average number of common shares outstanding during
the period. Diluted loss per common share is computed in accordance with the treasury stock method. The effect of
potentially issuable common shares from outstanding stock options is anti-dilutive for all periods presented.

Warrants

We account for warrants pursuant to the authoritative guidance on accounting for derivative financial instruments
indexed to, and potentially settled in, a company's own stock, ‘on the understanding that in compliance with
applicable securities laws, the warrants require the issuance of registered securities upon exercise and therefore do
not sufficiently preclude an implied right to net cash settlement. We classify warrants on the consolidated balance
sheet as a liability which is revalued at each balance sheet date subsequent to the initial issuance. Determining the
appropriate fair-value model and calculating the fair value of registered warrants requires considerable judgment,
including estimating stock price volatility and expected warrant life. The computation of expected volatility was
based on the historical volatility of comparable companies from a representative peer group selected based on
industry and market capitalization. A small change in the estimates used may have a relatively large change in the
estimated valuation. We use the Black-Scholes pricing model to value the warrants. Changes in the fair market value
of the warrants are reflected in the consolidated statement of loss as gain (loss) on revaluation of warrants.

Reclassifications

Certain prior period balances have been reclassified to conform to the current period presentation. The expenses
associated with adjustments to sublease income assumptions relating to our Bothell facility (please see Note 7 to
Notes to Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K) were
reclassified during the third quarter of 2010 from research and development expenses to restructuring expenses. This
reclassification on the statements of loss was made in all prior periods presented for comparability purposes. This
reclassification had no effect on net loss attributable to common shareholders, shareholders’ equity, total assets and
total liabilities, or the major categories of the cash flow statement. ' '

Recently Adopted Accounting Policies

In April 2010, the Financial Accounting Standards Board, or FASB, issued ASU No. 2010 — 17 — Revenue -
Recognition — Milestone Method (Topic 605): Milestone Method of Revenue Recognition. This standard provides
guidance on defining a milestone and determining when it may be appropriate to apply the milestone method of
revenue recognition for certain research and development transactions. Under this new standard, a company can
recognize consideration that is contingent upon achievement of a milestone as revenue in the period‘in which the
milestone is achieved as long as the milestone is considered substantive according to the criteria set forth in this new
standard. The Company adopted this standard on a prospective basis beginning in the quarter ended March 31, 2011
The adoption of this standard did not have a significant impact on our financial position or results of operations.

In January 2010, the FASB issued amended guidance on fair value measurements and disclosures. The new
guidance requires additional disclosures regarding fair value measurements, amends disclosures about post-
retirement benefit plan assets, and provides clarification regarding the level of disaggregation of fair value
disclosures by investment class. This guidance is effective for interim and annual reporting periods beginning after
December 15, 2009, except for certain Level 3 activity disclosure requirements that are effective for reporting
periods beginning after December 15, 2010. Accordingly, we adopted this amendment in the quarter ended March
31, 2010, while the additional Level 3 requirements were adopted in the quarter ended March 31, 2011. The
adoption of this standard did not have an impact on our financial position or results of operations.

Recent Accounting Pronouncements
In December 2011, the FASB issued ASU No. 2011-12, “Comprehensive Income.” This ASU defers the effective

date for amendments to the presentation of reclassification of items out of accumulated other comprehensive income
in ASU No. 2011-05. The amendments are being made to allow the Board time to redeliberate whether to present on
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the face of the financial statements the effects of reclassifications out of accumulated other comprehensive income
on the components of net income and other comprehensive income for all periods presented. While the Board is
considering the operational concerns about the presentation requirements for reclassification adjustments and the
needs of financial statement users for additional information about reclassification adjustments, entities should
continue to report reclassifications out of accumulated other comprehensive income consistent with the presentation
requirements in effect before Update 2011-05.

All other requirements in Update 2011-05 are not affected by this Update, including the requirement to report
comprehensive income either in a single continuous financial statement or in two separate but consecutive financial
statements. Public entities are required to apply these requirements for fiscal years, and interim periods within those
years, beginning after December 15, 2011. Nonpublic entities should begin applying these requirements for fiscal
years ending after December 15, 2012, and interim and annual periods thereafter. We are currently evaluating the
impact of this new ASU. :

In June 2011, the FASB issued ASU No. 2011-05, “Comprehensive Income.” This ASU intends to enhance
comparability and transparency of other comprehensive income components. The guidance provides an option to
present total comprehensive income, the components of net income and the components of other comprehensive
income in a single continuous statement or two separate but consecutive statements. This ASU eliminates the option
to present other. comprehensive income components as part of the statement of changes in shareowners' equity. The
provisions of this ASU will be applied retrospectively for interim and annual periods beginning after December 15,
2011. Early application is permitted. We are currently evaluating the impact of this new ASU.

In May 2011, the FASB issued ASU No. 2011-04, “Fair Value Measurement.” This ASU clarifies the concepts
related to highest and best use and valuation premise, blockage factors and other premiums and discounts, the fair
value measurement of financial instruments held in a portfolio and of those instruments classified as a component of
shareowners' equity. The guidance includes enhanced disclosure requirements about recurring Level 3 fair value
measurements, the use of nonfinancial assets, and the level in the fair value hierarchy of assets and liabilities not
recorded at fair value. The provisions of this ASU are effective prospectively for interim and annual periods
beginning on or after December 15, 2011. Early application is prohibited. We are currently evaluating the impact of
this new ASU.

3. FINANCIAL INSTRUMENTS AND RISK

For certain of the Company’s financial instruments including cash and cash equivalents, amounts receivable, and
accounts payable carrying values approximate fair value due to their short-term nature. The Company’s cash
equivalents and short-term investments are recorded at fair value.

Financial risk is the risk to the Company’s results of operations that arises from fluctuations in interest rates and
foreign exchange rates and the degree of volatility of these rates as well as credit risk associated with the financial
stability of the issuers of the financial instruments. Foreign exchange rate risk arises as a portion of the Company’s
investments which finance operations and a portion of the Company’s expenses are denominated in other than U.S.
dollars.

The Company invests its excess cash in accordance with investment guidelines, which limit the credit exposure to
any one financial institution or, corporation other than securities issued by the U.S. government. The Company only
invests in A (or equivalent) rated securities with maturities of one year or less. These securities generally mature
within one.year or less and in some cases are not collateralized. At December 31, 2011 the average days to maturity
of the Company’s portfolio of cash equivalents and marketable securities was 131 days (December 31,2010 - 172
days). The Company does not use derivative instruments to hedge against any of these financial risks. -

4. COLLABORATION AGREEMENT

On December 20, 2009, the Company, through its wholly-owned subsidiary, OncoGenex Technologies, entered into
a Collaboration Agreement with Teva Pharmaceutical Industries Ltd., or Teva, for the development and global
commercialization of custirsen (and related compounds), a pharmaceutical compound designed to inhibit the
production of clusterin, a protein we believe is associated with cancer treatment resistance, or the Licensed Product.
Under the Collaboration Agreement, Teva paid the Company upfront payments in the aggregate amount of $50
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million and has agreed to pay up to $370 million upon the achievement of developmental and commercial
milestones and royalties at percentage rates ranging from the mid-teens to mid-twenties on net sales, depending on
aggregate annual net sales of the Licensed Product. Teva also acquired $10 million of our common stock at a
premium under a separate Stock Purchase Agreement.

On the same date, the Company and Teva also entered into a stock purchase agreement, or Stock Purchase
Agreement, pursuant to which Teva made an additional $10 million equity investment in the Company at a 20%
premium to a thirty-day average closing price, resulting in the issuance of 267,531 of our common shares purchased
at a price of $37.38 per share. The 20% share premium was included as consideration for the custirsen license and
has been included in collaboration revenue:

In connection with the Collaboration Agreement and pursuant to the terms of agreements between the Company and
Isis Pharmaceuticals, Inc., or Isis, relating to custirsen, the Company paid Isis $10 million which was recorded as
research and development expense in 2009. The Company also paid approximately $333,333 to the University of
British Columbia, or UBC, pursuant to the terms of their license agreement relating to custirsen, which has been
recorded as research and development expense in 2009. Pursuant to the terms of the agreements, the Company
anticipates that it would be required to pay third parties 31% of any milestone payments that are not based on a
percentage of net sales of the Licensed Product. Pursuant to thé terms of these agreements, the Company anticipates
it will pay royalties to third-parties of 4.88% to 8.00% of net sales, unless the Company’s royalties are adjusted for
competition from generic compounds, in which case royalties to third parties will also be subject to adjustment on a .
country-by-country basis. Certain third-party royalties are tiered based on the royalty rate received by the Company.
Minimum royalty rates payable by the Company assume certain third-party royalties are not paid at the time that the
Licensed Product is marketed due to the expiration of patents held by such third parties. Maximum royalty rates
assume all third-party royalty rates currently in effect continue in effect at the time the Licensed Product is
marketed. No milestones were due in 2011, :

Teva has the exclusive worldwide right and license to develop and commercialize products containing custirsen and
related compounds. The Company has an option to co-promote any Licensed Product in the United States and
Canada. : , :

Teva is responsible for all costs relating to product commercialization including costs incurred in relation to the
Company’s co-promotion option, except for start-up costs in advance .of commercialization.

On March 6, 2012, OncoGenex Technologies and Teva entered into an amendmeit to the Collaboration Agreement,
or the Collaboration Agreement Amendment. Under the Collaboration Agreement Amendment, OncoGenex
Technologies and Teva revised the clinical development plan, or Amended Clinical Development Plan, under which
the following three phase 3 clinical trials have been or are expected to be initiated:

*  The ongoing phase 3 clinical trial, referred to as the Synergy trial, or SYNERGY, to evaluate a survival
benefit for custirsen in combination with first-line docetaxel treatment in patients with castrate resistant
prostate cancer, or CRPC. '

* Anphase 3 clinical trial to evaluate a survival benefit for custirsen in combination with cabazitaxel treatment
as second-line chemotherapy in patients with CRPC. : :

® A phase 3 ¢linical trial to évaluate a survival benefit for custirsen in combination with first-line
chemotherapy in patients with non-small cell lung cancer, or NSCLC.

Teva will be responsible for conducting any other studies and development work necessary to obtain required
regulatory approvals. The Company may assume some of these activities if assigned by the joint steering committee.
Teva will be responsible for all such costs. The joint steering committee will oversee the development and
regulatory approval of any Licensed Product. The Company may terminate its participation in the joint steering
committee at any time.

Funding responsibilities for the Clinical Development Plan will be allocated as follows:
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e The Company will be required to spend $30 million in direct and indirect development costs, and
e Teva will fund all other expenses under the Clinical Development Plan.

The Collaboration Agreement will remain in effect, on a country-by-country basis, until the expiration of the
obligation of Teva to pay royalties on sales of the Licensed Product in such country (or earlier termination under its
terms). After the completion of all three phase 3 clinical trials set forth in the Clinical Development Plan, or upon
early termination due to a material adverse change in the Company’s patent rights related to custirsen or safety
issues or “futility” as defined in the Collaboration Agreement, Teva may terminate the Collaboration Agreement at
its sole discretion upon three months’ notice if notice is given prior to regulatory approval of a Licensed Product and
upon six months’ notice if notice is given after such regulatory approval. If Teva terminates the Collaboration
Agreement for any reasons other than an adverse change in custirsen patent rights, safety issues or “futility”
determination as previously described, it will remain responsible for paying for any remaining costs of all three
phase 3 clinical trials, except for specified development expenses that are the responsibility of the Company. Either
party may terminate the Collaboration Agreement for an uncured material breach by the other party or upon the
bankruptcy of either party. If the Collaboration Agreement is terminated by the Company for other than an uncured
material breach by Teva, the Company will pay Teva a royalty on sales of Licensed Products. The percentage rates
of such royalties (which are in the single digits) vary depending on whether termination occurs prior to the first
regulatory approval in the United States or a primary European Market or after one of these approvals. These
royalties would expire on a country-by-country basis on the earlier of ten years after the first commercial sale of a
Licensed Product or certain thresholds related to generic competition.

In the event of a change of control of the Company, within 90 days of the change of control, Teva may terminate the
joint steering committee at its sole discretion, terminate the co-promotion option at its sole discretion if the option
has not been exercised by the Company or, if exercised, but not yet executed by the Company, or terminate the co-
promotion option if in its commercially reasonable opinion co-promotion with the Company’s successor would be
materially detrimental to Teva’s interests.

Upon entering into the Collaboration Agreement, the Company assessed whether withholding taxes were owed to
the Israeli Tax Authority, or ITA, resulting from the Collaboration Agreement. It was the Company’s position that
withholdings taxes were not owed, and a claim was issued to the ITA accordingly. For accounting purposes,
management concluded that the withholdings tax claim was an-uncertain tax position, and $3 million, which

. represented the potential withholdings tax obligation, once received from Teva was initially recorded as restricted
cash pending the ITA review of our claim and a corresponding liability of $3 million was included in accounts
payable and accrued liabilities. In June 2010, the Company received approval from the ITA for our request for a
withholdings tax exemption on amounts received from Teva in relation to the Collaboration Agreement. Following
receipt of this approval from the ITA the $3 million was released to the Company from escrow. Subsequently, the
Company released the $3 million liability and recorded a $3 million income tax recovery in the second quarter of
2010. x

Revenue for the year ended December 31, 2011 was $5.5 million, which consists of partial recognition of deferred
collaboration revenue representing OncoGenex’s contribution to the custirsen phase 3 development plan under our
Collaboration Agreement with Teva and custirsen manufacturing costs and certain other preclinical and clinical trial
costs incurred by OncoGenex in the year ended December 31, 2011 that are reimbursable from Teva on a cash basis.
At December 31, 2011, a remaining balance of $18.3 million of the up-front payment was recorded in deferred
collaboration revenue, and $0.4 million realting to revenue reimbursable on a cash basis is included in Amounts
Receivable. There were $13.6 million in revenue recorded in the year ended December 31, 2010 as a result of the
Collaboration Agreement with Teva.

Amendment to Isis dnd UBC License Agreements
To facilitate the execution and performance of the Collaboration Agreemeng the Company and Isis agreed to.amend

the Isis License Agreement and the Company and UBC agreed to amend the UBC License Agreement, in each case,
effective December 19 and December 20, 2009, respectively. '
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The amendment to the Isis License Agreement provides, among other things, that if the Company is the subject of'a’
change of control with a third party, where the surviving company immediately following such change of control
has the right to develop and sell the product, then (i) a milestone payment of $20 million will be due and payable to
Isis 21 days following the first commercial sale of the product in the United States; and (ii) unless such surviving
entity had previously sublicensed the product and a royalty rate payabie to Isis by the Company has been
established, the applicable royalty rate payable to Isis will thereafter be the maximum amount payable under the Isis
License Agreement. Any non-royalty milestone amounts previously paid will be credited toward the. $20 million
milestone if not already paid. As a result of the $10 million milestone payment payable to Isis-in relation to the
Collaboration Agreement, the remaining amount owing in the event of change of control discussed above is a
maximum of $10 million. As the Company has now licensed the product to- Teva and established a royalty rate
payable to Isis, no royalty rate adjustments would apply if Teva acquires the Company and is the surviving .
company. If the $30 million in advanced reimbursement of development activities has not been spent by OncoGenex
prior to the third anniversary of the Collaboration Agreement between OncoGenex and Teva, OncoGenex will pay
Isis an amount equal to 30% of any un-spent portion less $3.5 million. ‘ ‘ ‘

5. FAIR VALUE MEASUREMENTS

With the adoption of ASC 820 “Fair Value Measurements and Disclosures™, beginning January 1, 2008, assets and
liabilities recorded at fair value in the balance sheets are categorized based upon the level of judgment associated
with the inputs used to measure their fair value. For certain of the Company’s financial instruments including
amounts receivable and accounts payable the carrying values approximate fair value due to their short-term natiire,

ASC 820 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are
observable or unobservable. In accordance with ASC 820, these inputs are'summarized in the three broad level listed
below:

Level 1 — Quoted prices in active markets for identical securities.
Level 2 — Other significant observable inputs that are observable through corroboration with market data
(including quoted prices in active markets for similar securities).

¢ Level 3 - Significant unobservable inputs that reflect management’s best estimate of what market
participants would use in pricing the asset or liability.

As quoted prices in active markets are not readily available for certain financial instruments, the Company obtains
estimates for the fair value of financial instruments through independent pricing service providers. o

In determining the appropriate levels, the Company performed a detailed analysis of the assets and liabilities that are
subject to ASC 820. ' \

The Company invests its excess cash in accordance with investment guidelines that limit the credit exposure to any
one financial institution other than securities issued by the U.S. Government. Our securities are not collateralized
and mature within one year.

A description of the valuation techniques applied to the Company’s financial instruments_ measured at fair value gh’a,‘
recurring basis follows. . e e

Financial Instruments
Cash

Significant amounts of cash are held on deposit with large well established Canadian and U.S. financial institutions.
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U.S. Government and Agency Securities

U.S. Government Securities  U:S. government securities are valued using quoted market prices. Valuation
adjustments are not applied. Accordingly, U.S. government securities are categorized in Level 1 of the fair value
hierarchy. : : : : ,

U.S. Agency Securities U.S. agency securities are comprised of two main categories consisting of callable and
non-callable agency issued debt securities. Non-callable-agency issued debt securities are generally valued using
quoted market prices. Callable agency issued debt. securities are valued by benchmarking model-derived prices to
quoted market prices and trade data for identical or comparable securities. Actively traded non-callable agency
issued debt securities are categorized in Level 1 of the fair value hierarchy. Callable agency issued debt securities
are categorized in Level 2 of the fair value hierarchy. : : \

Corpo}ate and Other Debt

Corporate Bonds and Commercial Paper ~The fair value of corporate bonds and commercial paper is estimated
using recently executed transactions, market price quotations (where observable), bond spreads or credit default
swap spreads adjusted for any basis difference between cash and derivative instruments. The spread data used are.:
for the same maturity. as the bond. If the spread data does-not reference the issuer, then data that reference a -
comparable issuer are used. When observable-price quotations are not available, fair value is determined based on
cash flow models with yield curves, bond or single name credit default swap spreads and recovery rates based on
collateral values as significant inputs. Corporate bonds and commercial paper are generally categorized in Level 2 of
the fair value hierarchy; in instances where prices, spreads or any of the other aforementioned key inputs-are .
unobservable, they are categorized in-Level 3 of the hierarchy. :

The following table presents information about our assets and liabilities that are measured at fair value on a
recurring basis, and indicates the fair value hierarchy of the valuation techniques we utilized to determine such fair
value: .. : S S ) ;

(in thousands). o N  Levell . Level 2 “Le‘vel3 2011
Assets I SR S S
Cash ' ‘ $.5725 % — $ 8§ 5,725

Money market securities
U.S. government securities .. . .. .4 e T
U.S. agency securities S _ _ _
Corporaje bonds and commercial paper . — . 38416 .. . —. . 38416

2Le = 2Lles

$ 26888 $ 38416 $  —$ 65304
Warrants = . ) e : N - 7,881 7,881
(in thousands) L , . Levell  Level2 = Level3 2010
Cash and Marketable Securities - ‘ ' '
Cash D 3 0 $.14.817 ' $ =8 =%
Money market securities 3,403 — —
U.S. government securities : 2,700 e .
U.S. agency securities 1,407 — —
Corporate bonds and commercial paper it 63,282

$ 22,327 § 63,282

Warrants
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Marketable secuntles consist of the followmg

- Amortized Gross Gross ' Estimated =
Cost’ Unrealized Unrealized - Fair Value

Nt - ‘o i
Gain Loss

(in thousands) .
2011

Cash

5 5758 ... — $ . — 8§ . i5]5
Moneymarket L oy o : il

Corporate bonds and
commercial paper
Cash and cash

28,517 :
-equivalents e

Money market o8
securities '

Restricted cash o $ - 377

US.government ~ $ —'§ . . §
securities e . . -
U.S. agency — — — —
securities
Corporate bonds and
commercial paper
Short-term
investments

2010

Cash o8 4817 .08 0 08 g
Money market 2,901 —_ —
Securities ” s 5 <n ) ) o ' e —— .
Corporate bondsand 5815+
commercialpaper -~ . - o ol e
Cash and cash $ 23,533 % — 8 — 3 ,

equivalents ' '

Money market
securities - -

502 8
Restricted cash Ey 502 $

U.S. government $ 2700 8 - — 5
securities e e =

U.S. agency 1,407 — — 1,407
securities

kShort-term' ;
investments

All securities included in cash, and cash equlvalents have matuntles of 90 days or less at the time of purchase All
securities included in short-term investments have maturities of within one year of the balance sheet date.
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All of the marketable securities held as of December 31, 2011 and December 31, 2010 had maturities of one year or
less. The Company only invests in A (or equivalent) rated securities with maturities of one year or less. The
Company does not believe that there are any other than temporary impairments related to its investment in
marketable securities at December 31, 2011, given the quality of the investment portfolio, its short-term nature, and
subsequent proceeds collected on sale of securities that reached maturity.

As of December 31, 2011, the Company recorded a $7.9 million warrant liability. The Company reassesses the fair
value of the common stock warrants at each reporting date utilizing a Black-Scholes pricing model. Inputs used in
the pricing model include estimates of stock price volatility, expected warrant life and risk-free interest rate. The
computation of expected volatility was based on the historical volatility of comparable companies from a
representative peer group selected based on industry and market capitalization. "

The following table presents the changes in fair value of the Company’s total Level 3 financial liabilities for the year
ended December 31, 2011:

Opening Gain (loss) on Remaining
Liability at warrants Liability at
December 31, . December 31,
(In thousands) 2010 o 2011
Warrant liability 8 15269  § 7,388 8 7881

6. PROPERTY AND EQUIPMENT

Accumulated Net Book

Cost Depreciation Value
$ $ $
(In thousands)
December 31, 2011
Computer equipment CE e 369 31 58
Furniture and fixtures ) , 154 113 41
Leasehold improvements ~ e ss it6 9
Equipment under capital lease , 106 . 34 72
, s ' 684 - 504 180
December 31, 2010 N )

- Computerequipment .. . . L3 s e B
Furniture and fixtures 113 102 11
Leasehold improvements e " 54 42 12
Equipment under capital lease o 66 <50 16

565 a8 o 87

7. RESTRUCTURING ACTIVITIES

On August 21, 2008, Sonus completed a transaction, or “the Arrangement,” with OncoGenex Technologies whereby
Sonus acquired all of the outstanding preferred shares, common shares and convertible debentures of OncoGenex
Technologies. Sonus then changed its name to OncoGenex Pharmaceuticals, Inc. Prior to the Arrangement Sonus
entered into a non-cancellable lease arrangement for office space located in Bothéll, Washington, the square footage
of which exceeds our current requirements. We are currently in the process of evaluating opportunities to exit or
sublet portions of the leased space. We recorded an initial restructuring charge of $2.1 million on August 21, 2008
as part of the purchase price allocation. The Ilablhty is computed as the present vatue of the difference between the
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remaining lease payments due less the estimate of net sublease income and expenses and has been accounted for in
accordance with the then effective EITF No. 95-3, “Recognition of Liabilities in Connection with a Purchase
Business Combination”. This represents our best estimate of the liability. Subsequent changes in the liability due to
accretion, or changes in estimates of sublease assumptions are recognized as adjustments to restructuring charges in
future periods.

In June 2009, we revised our sublease income assumptions used to estimate the excess lease facility liability. These
.assumptions were subsequently revised again in December 2009 and September 2010. These changes in estimate
resulted in increases in the value of the excess lease liability of $0.5 million, $3.5 million, and $4.0 million in
expense recorded in June 2009, December 2009, and September 2010, respectively, to reflect these changes in
estimate. In the year ended December 31, 2011, with respect to excess facilities, $0.4 million was amortized into
income as a reduction of research and development expense, resu]tlng in a remaining liability of $7.0 million at
December 31, 2011. ‘

Remaining Repayment - Additional Remaining
Liability at of excess Liability Liability
) Recorded * at December
(In thousands) December 31,2010 lease facility o 31,2011

excess lease facility : o . - M , .
Long-term portion of $ 6,164 $ 513 $ 0 $ 5,651
excess lease facility

8. OTHER ASSETS
Other assets include deposits paid for office space in accordance with the terms of the operating lease agreements.
9. INCOME TAX

[a] The reconciliation of income tax attributable to operations computed at the statutory tax rate to income tax
expense is as follows. OncoGenex Technologies, a Canadian corporation, which is subject to combined Canadian
federal and provincial statutory tax rates for December 31, 2011, 2010, and 2009 of 26.5%, 28.5%, and 30%,
respectively. Following the reverse takeover by OncoGenex Technologies of Sonus Pharmaceuticals, Inc. (which
subsequently changed its name to OncoGenex Pharmaceuticals, Inc.) in 2008, OncoGenex Technologies became a
wholly owned subsidiary of the Company, which is-a Delaware 1ncorporated company subject to US Federal
Statutory rates of 34% for all three years presented.

For the purposes of estimating the tax rate in effect at the time that deferred tax assets and liabilities are expected to
reverse, management uses the furthest out available future tax rate in the applicable jurisdictions. For the years
ended December 31, 2011, 2010, and 2009 the future Canadian enacted rates we used were 25%, 25%, and 25%,
respectively, while for the US the future enacted rate we used was 34% for all three periods presented.

2011 2010 2009
(In thousands) :

Income taxes at statutory rates (at a rate of 34% for all periods presented) =~ (4,989)  (5,298)
Expenses not deducted for tax purposes (2,366) 425
Effect of tax rate changes on deferred tax assets and liabilities S e

Effect of foreign tax (Canadian) rate changes on deferred tax assets and -
liabilities , ; - 1,326 614
Reduction in benefit of operatinglosses oo 16 1939
Reduction in the benefit of other tax attributes 394

Impact of w1thholdlng tax Dt e )
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Foreign exchange effect on valuation allowance — (534) (1,437)
Investment tax credits . Cal ol ; ey LD (588) (252). (180)

Research and development tax credits — — (32)
Change in valuation allowance: -+ - o o T e e h b 2,620 1,628
Part VLI tax deduction — — —
Book to tax return adjustments 42) 92 (©60)
Other — — —
Incomeitaxv‘expe:nsgmg e R e R R e e T e (3,000) 3,011

[b] At December 31,2011, the Company-has investment tax credits of $1,317,000 (2010—$741,000) available to
reduce future Canadian income taxes otherwise payable. The Company also has non-capital loss carryforwards of
$41,062,000 (2010—$28,280,000) available to offset future taxable income in Canada and federal net operating loss
carryforwards of $133,121,000 (2010- $126,911,000) to offset future taxable income in the United States.

Under Sections 382 of the Internal Revenue Code of 1986 substantial changes in our ownership may limit the
amount of net operating loss carryforwards and development tax credit carryforwards that could be utilized annually
in the future to offset taxable income. Any such annual limitation may significantly reduce the utilization of the net
operating losses and tax credits before they expire. We have not completed a Section 382 study at this time to
determine the impact ownership changes have had on our carryforwards. In each period since our inception, we have
recorded a valuation allowance for the full amount of our deferred tax asset, as the realization of the deferred tax
asset is uncertain.

As a result, we have not recognized any federal or.state income tax benefit in our statement of operations. The initial
public offering of common stock by the Company in 1995 caused an ownership change pursuant to applicable
regulations in effect under the Internal Revenue Code of 1986. Therefore, the Company’s use of losses incurred
through the date of ownership change will be limited during the carryforward period and may result in the expiration
of net operating loss carryforwards in the United States before utilization.

" The investment tax credits and non-capital losses and net operating losses for income tax purposes expite as follows
(in thousands):

Investment Net Operating  Non-capital
Tax Credits Losses Losses
$ 5
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2030 -

5034 6124
41,062

133,121
In addition, the Company has unclaimed tax deductions of approximately $11,768,000 related to scientific research
and experimental development expenditures available to carry forward indefinitely to reduce Canadian taxable
income of future years. The Company also has research and development tax credits of $1, 647,000 available to

reduce future taxes payable in the United States. The research and development tax credits expire between 2012 and
2028.

[c] Significant components of the Company’s deferred tax assets as of December 31 are shown below (1n
thousands):

2011 2010
Deferred tax assets: $ $ ’
‘Taxbasisin excessofbookvalue 1181 1187
‘of assets . o Ly
Non-capital loss carryforwards 55,499 50,220
‘Research and development s 4679
deductionsand credits ...
Share issue costs 42 83
Stockoptions S e ) v
Capital loss carryforward 51 51
Restructuring liability 2611 211
Forelgn tax credlt — -
Other e ' ‘

Total deferred tax’ assets
‘ Valuatron allowance 13

The potential income tax benefits relatlng to these deferred tax assets have not been recognized in the accounts as
their realization did not meet the requirements of “more likely than not” under the liability method of tax allocation.
Accordingly, a valuation allowance has been recorded and no deferred tax assets have been recognized as at .
December 31, 2011 and 2010.

[d] Under ASC 740, the benefit of an uncertain tax position that is more likely than not of being sustained upon
audit by the relevant taxing authority must be recognized at the largest amount that is more likely than not to be’
sustained. No portion of the benefit of an uncertam tax position may be recogmzed if the position has less than a '
50% likelihood of being sustained. '

A reconciliation of the unrecognized tax benefits of uncertam tax positions for the year ended December 31 2011 is
as follows:

(m thousands)

Addmons based on tax posmons related to the current year -
Deductions based on tax positions. related to the current year
Balance as of December 31,2010 .

-Additions based on tax positions related to the currentyear .
Deductions based on tax posmons related to the current year

Balance as of December 31 2011 Sy
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As of December 31, 2011, unrecognized benefits of approximately $1,936,000, if recognized, would affect the
Company’s effective tax rate, and would reduce the Company’s deferred tax assets. See note 4 for discussion of the
Company’s assessment of potential withholdings taxes owed to the ITA resulting from the Collaboration
Agreement.

The Company’s accounting policy is to treat interest and penalties relating to unrecognized tax benefits as a
component of income taxes. As of December 31,2011 and December 31, 2010 the Company had no accrued interest
and penalties related to income taxes. ' ‘

The Company is subject to taxes in Canada and the U.S. until the applicable statute of limitations expires. Tax audits
by their very nature are often complex and can require several years to complete.

Tax Years open to
Jurisdiction ~~ examination
Canada . 2005 to 2011
Us 2005 to 2011
10. COMMON STOCK
[2] Authorized

25,000,000 authorized common voting share, par value of $0.001, and 5,000,000 preferred shares, par value of
$0.001. '

[b] Issued and outstanding shares
July 2009 Financing

On July 24, 2009, the Company completed a registered direct offering with certain institutional investors covering
the sale of 475,000 shares of common stock at a price of $20 per share under a shelf registration statement on Form
S-3 (No. 333-160251) that was declared effective by the Securities and Exchange Commission, or SEC, on July 17,
2009. The transaction provided net proceeds of approximately $9.3 million after deducting costs associated with the
offering. '

* 2009 Teva Stock Purchase Agreement

On December 20, 2009 the Company and Teva also entered into a stock purchase agreement (the “Stock Purchase
Agreement”). Pursuant to the terms of the Stock Purchase Agreement, Teva made a $10 million equity investment in

_the Company through its purchase 0f 267,531 shares of the common shares at a price of $37.38 per Share, which
was a 20% premium to a thirty-day average closing price prior to the announcement. The transaction provided net
proceeds of approximately $9,970,000 after deducting costs associated with the offering. The 20% share premium
has been allocated to revenue, resulting in a net amount of $7,903,000 included in equity.

October 2010 Public Offering

On October 22, 2010, the Company completed a public offering of 3,174,602 units, with each unit consisting of one
share of the Company’s common stock and one-half (1/2) of one warrant, at a purchase price of $15.75 per unit for
an aggregate offering amount of $50 million. ' e o

Each whole warrant is exercisable at any time on or after the date of issuance until the fifth anniversary of the date
of issuance at an exercise price of $20, and includes a cashless exercise feature. The Company accounts for warrants
issued in October 2010 under the authoritative guidance on accounting for derivative financial instruments indexed
to, and potentially settled in, a company’s own stock, on the understanding that in compliance with applicable
securities laws, the registered warrants require the issuance of registered securities upon exercise and do not
sufficiently preclude an implied right to net cash settlement. The Company classifies warrants on the accompanying
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consolidated balance sheet as a liability which is revalued at each balance sheet date subsequent to the initial
issuance. The Company uses the Black-Scholes pricing model to value the warrants. Determining the appropriate
fair-value model and calculating the fair value of registered warrants requires considerable judgment. On the date of
issuance, the Black-Scholes value of the warrant was based on an assumed risk-free rate of 1.17%, volatility of 75%
and an expected life of 5 years. A small change in the estimates used may have a relatively large change in the
estimated valuation. Changes in the fair market value of the warrants are reflected in the consolidated statement of
loss as gain (loss) on warrant, , :

The net proceeds to OncoGenex, after underwriting discounts and commissions and other offering expenses, from
the sale of the units were $46.7 million, of which $32.3 million was allocated to common shares and included in
Additional paid-in capital, $15.4 million was allocated to Warrant liability. $1 million of underwriting discounts and
commissions and other offering expenses allocated to the value of Warrants was expensed in warrant issuance
expense on our consolidated statement of loss. a :

At December 31, 2011, theére were exercisable warrants outstanding to purchase 1,587,301 shares of common stock
at an exercise price of $20 per share, expiring in October 2015. No warrants were exercised during the years ended
December 31, 2010 or December 31, 2011.

Stock Option Exercises : ‘

During the year ended December 31, 2011, the Company issued 56,228 common shares upon exercise of stock
options (year ended December 31, 2010 — 194,956, year ended December 31, 2009 — 37,388). The Company issues
new shares to satisfy stock option exercises.

{c] Stock options

As at December 31, 2011 the Company has reserved, pursuant to various plans, 1,565,952 common shares for
issuance upon exercise of stock options by employees, directors, officers and consultants of the Company, of which
766,328 are reserved for options currently outstanding, and 799,624 are available for future option grants
(December 31, 2010 —291,074). '

2010 Performance Incentive Plan

At the 2010 Annual Meeting of Stockholders of the Company held on May 26, 2011, stockholders of the Company
approved an amendment to the Company’s 2010 Performance Incentive Plan. As a result of this amendment, the
2010 Plan was amended to provide for an increase in the total shares of common stock available for issuance under
the 2010 Plan from 450,000 to 1,050,000. Under the plan, the Company may grant options to purchase common
shares or restricted stock units in the Company to employees, directors, officers and consultants of the Company.
The exercise price of the options is determined is determined by the Board but generally will be at least equal to the
fair value of the common shares at the grant date. The options vest in accordance with terms as determined by the
Board, typically over three to four years for options issued to employees, and over one to three years for members of
the Board of Directors. The expiry date for each option is set by the Board with a maximum expiry date of ten years
from the date of grant. ‘ :

Options remain outstanding under a number of share option plans that had been approved by shareholders prior to
the approval of the 2010 Performance Incentive Plan: (a) the Incentive Stock Option, Nongqualified Stock Option and
Restricted Stock Purchase Plan —- 1991 (1991 Plan), (b) the 1999 Nongqualified Stock Incentive Plan (1999 Plan), (c)

the 2000 Stock Incentive Plan (2000 Plan), (d) the 2007 Performance Incentive Plan (2007 Plan), and (e) the
OncoGenex Technologies Inc. Stock Option Plan (OncoGenex Technologies Plan).

ASC 718 Compensation —~ Stock Compensation
The Company recognizes expense related to the fair value of our stock-based compensation awards using the

provisions of ASC 718. The Company uses the Black-Scholes option pricing model as the most appropriate fair
value method for its awards and recognizes compensation expense for stock options on a straight-line basis over the
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requisite service period. In valuing its options using the Black-Scholes option pricing model, the Company makes
assumptions about risk-free interest rates, dividend yields, volatility and weighted average expected lives, including
estimated forfeiture rates of the options.

The expected life was calculated based on the simplified method as permitted by the SEC’s Staff Accounting
Bulletin 110, Share-Based Payment. The Company considers the use of the simplified method appropriate because
of the lack of sufficient historical exercise data following the reverse takeover of Sonus. The computation of
expected volatility was based on the historical volatility of comparable companies from a representative peer group
selected based on industry and market capitalization. The risk-free interest rate was based on-a U.S. Treasury
instrument whose term is consistent with the expected life of the stock options. In addition to the assumptions above,
as required under ASC 718, management made an estimate of expected forfeitures and is recognizing compensation
costs only for those equity awards expected to vest. Forfeiture rates are estimated using historical actual forfeiture
rate that resulted over the estimated life of the option grant for options granted as of the beginning of the forfeiture
measurement period. These rates are adjusted on a quarterly basis and any change in compensation expense is
recognized in the period of the change. The Company has never paid or declared dividends on our common stock
and do not expect to pay cash dividends in the foreseeable future. ,

The estimated fair value of stock options granted in the respective periods was determined using the Black-Scholes
option pricing model using the following weighted average assumptions: ,

.. .2010 2009
oy

Risk-free inferestrates =~ =

Expected dividend yield 0% 0%
Tipecied life). . , 59years 6.8 years 6.1 years
Expected volatility 76% 75% 74%

The weighted average fair value of stock options granted during the year ended December 31,2011 was $10.70 per
share (December 31, 2010 - $11.08 and December 31, 2009 - $11.97). ' : :

Total stock-based compensation expense included in the Company’s statements of loss for the years ended
December 31, 2011, 2010 and 2009 was $1,188,000, $642,000 and $380,000 respectively.

The results for the periods set forth below included stock-based compensation expense in the following expense -
categories of the consolidated statements of loss: : ‘ '

Years e:n:ded

December 31,
2011 2010 2009
(in thousands) ' ‘ $ $ $
Research and development 509 331 88
General and administrative 679 311 292

Options vest in accordance with terms as determined by the Board, typically over three or four years for employee
grants and over one or three years for Board of Director option grants. The expiry date for each option is set by the
Board with, which is typically seven to ten years. The exercise price of the options is determined by the Board but is
at least equal to the fair value of the share at the grant date.
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Stock option transactions and the number of stock options outstanding are summarized below:

Balance, December 31 2008

Option grants

Option cancellatlons

Option exercises
Option forfeited

‘Balance, December 31, 2009

Option grants
Option cancellatlons
Option exercises

Option forfeited =
Balance, December 31 2010

Optlc‘)kncen ell
‘Option exercises
Option forfeited

Balance, December 31, 2011

S 130400

Number
of

L gy

v puuueu
Common
Shares

#
723,143

(8,154)
(5,130)

170,872

31y
©(194,956)
| (26,563)

ey

802,871

Weighted
Average
Exercise

Price

744,913

(56228)

(971)

The following table summarizes information about stock options outstanding at December 31,
201 lregardmg the number of ordinary shares issuable upon: (1) outstanding options and (2) vested options.

(1) Number of ordinary shares issuable upon exercise of outstanding options

: Weighted-
Weighted- Average
Average Remaining
Exercise Price Contractual
‘ $ Life
Exercise Prices Number of Options (in years)
$2.69 - $2.85 34,000 Ty T
$2.86 - $3.45 257 150 4.00 ,
$5.40 - $13.11 54, 479 7.61
$13.12 - 81574 25,576 8.67
$15.75 - $16.40 125,700 8.96
$16.41 - $17.27 45,000 9.12
$17.28 - $21.67 42,615 ’ 6.50
$21.68 - $22.28 78600 7.90
Total 766,328 982 o861
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(2) Number of ordinary shares issuable upon exercise of vested options

Weighted-
Weighted- Average
Average Remaining
Exercise Price Contractual
$ Life
Exercise Prices Number of Options (in years)
$2.69 - $2.85 34,000 L 269 Lo 3,82
$2.86 - $3.45 - 191,526 N 3.00 400
$3.46 - $5.39 103208 4.11 086
$5.40 - $13.11 7.98 , 5.54
$13.12 - $15.74 A48 e
$15.75 - $16.40 15.97
$16.41 - $17.27 16.86
$17.28 - $21.67 1953 ‘
$21.68 - $22.28 AR
CTetal . 466,188 SRR

As at December 31, 2011 and December 31, 2010 the total unrecognized compensation expense related to stock
options granted is $2,675,100 and $2,962,000 respectively, which is expected to be recognized into expense over a
period of approximately 2.6 years.

The estimated grant date fair value of stock options vested during the years ended December 31, 2011, 2010, and
2009 was $1,102,000, $736,000 and $399,000 respectively.

The aggregate intrinsic value of options exercised was calculated as the difference between the exercise price of the
stock options and the fair value of the underlying common stock as of the date of exercise. The aggregate intrinsic
value of options exermsed for the years ended December 31, 2011, 2010, and 2009 was $592,000, $2,355,000, and
$697,000, respectlvely At December 31, 2011, the aggregate intrinsic value of the outstanding options was
$3,444,000 and the aggregate intrinsic value of the exercisable options was $2,868,00.

[d} Stock Warrants

At December 31, 2011, there were exercisable warrants outstanding to purchase 1,587,301 shares of common stock
at an exercise price of $20 per share, expiring in October 2015. No warrants were exercised during the years ended
December 31, 2009 or December 31, 2010.

The estimated fair value of warrants issued is reassessed at each balance sheet date using the Black-Scholes eption
pricing model. The following assumptions were used to value the warrants on the following year end balance sheet
dates:

Years ended
December 31,
2011 2000 2009

Expected d1v1dend y1e1d 0% 0% —
Expected life | A8 e S years fao e
Expected volatility 76% 75% —
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[e] Shareholder Rights Plan -

The Company has a Shareholder Rights Plan which was adopted in July 1996 and subsequently amended in July
2002, October 2005, August 2006, and May 2008 (the “Rights Plan”). Under the Plan the Company’s Board of
Dircctors declared a dividend of one Preferred Stock Purchase Right (Right) for each outstanding common share of
the Company. Subject to the Rights Plan, each Right entitles the registered holder to purchase from the Company
one one-hundredth of a share of Seties A Junior Participating Preferred Stock at an exercise price of $140, subject to
adjustment. These Rights provide the holders with the right to purchase, in the event a person or group acquires 15%
or more of the Company’s common stock, additional shares of the Company’s common stock having a market value
equal to two times the exercise price of the Right. Pursuant to the Rights Plan, the one-for-eighteen reverse stock
split caused a proportionate adjustment of the number of Rights associated with each share of common stock.
Currently, eighteen (18) Rights are associated with each share of common stock. ~

[£] 401(k) Plan

The Company maintains a 401(k) plan in which it provided a specified percentage match on employee contributions.
Following the Arrangement, the Board of Directors of OncoGenex amended and restated the 401(k) plan whereas
securities of the Company are no longer offered as an investment option. This amendment prohibits the inclusion of
OncoGenex shares in the 401(k) plan, as well as any match of Company shares to employee contributions. No
shares of the Company were issued subsequent to the Arrangement, and as such no related expense was incurred.

[g] Loss per common share

The following table presents the computation of basic and diluted net loss attributable to common shareholders per
share: o o ‘ o

Years ended December 31,

(in thousands except shares and per share amounts) i ' 2011 2010 2009

i

12,584 $ © 5476

Net loss attributable to commoh sharéholdersés repm"ted $ k14k,6’73: $ k

Denomitisfor .0 L0 L A e e
Welghtedaverage numberof common ks”harkes outstandmg 9,729,340 o 7,030,903 o 5,766,850 :
Basic and diluted net loss per commonshare § 151 § 179 .8 - 095

As of December 3 1,‘201 1, 2010 and 2009 a total of 2,353,629, 2,332,214 and 986,256 options and warrants,
respectively, have not been included in the calculation of potential common shares as their effect on diluted per
share amounts would have been anti-dilutive. N '

11. RELATED PARTY TRANSACTIONS

There were no related party transactions during the periods ended December 31, 2011, 2010 or 2009, and no
amounts were included in accounts payable and accrued liabilities as at December 31, 2011 and 2010. All
transactions were recorded at their exchange amounts.

12. COMMITMENTS AND CONTINGENCIES

Teva Pharmaceutical Industriesﬁtd.

In December 2009, Onchenex :Pharmaceuticals, Inc., thfough its wholly-owned subsidiary, OncoGenex
Technologies, entered into a Collaboration Agreement with Teva for the development and global commercialization
of custirsen (and related compounds). Under the Collaboration Agreement, Teva made upfront payments in the

aggregate amount of $50 million, and may make additional payments up to $370 million upon the achievement of
developmental and commercial milestones and royalties at percentage rates ranging from the mid-teens to mid-
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twenties on net sales. Teva also acquired $10 million of our common stock at a premium under a separate Stock
Purchase Agreement. We are required to contribute $30 million in direct and indirect costs towards the Clinical
Development Plan. As of December 31, 2011, $11.7 million of these costs have been incurred by OncoGenex,
resulting in a remaining funding responsibility of $18.3 million which has been recorded under Current Deferred
Collaboration Revenue. Teva will fund all other expenses under the Clinical Development Plan.

Pursuant to the-Collaboration Agreement we agreed to collaborate with Teva in the development and global
commercialization of custirsen. Teva received the exclusive worldwide right and license to develop and
commercialize products containing custirsen and related compounds (the “Licensed Products™). We have an option
to co-promote custirsen in the United States and Canada. v

In addition to the development costs noted above, Teva is also responsible for all costs relating to product
commercialization including costs incurred in relation to our co-promotion option, except for start-up costs in
advance of commercialization.

Isis Pharmaceuticals Inc. and University of British Columbia -

Pursuant to license agreements we have with the UBC and Isis, we are obligated to pay milestone payments of up to
CAD $1.6 million and $7.75 million, respectively, upon the achievement of specifted product development
milestones related to OGX-427 and OGX-225 and‘low to mid single digit royalties on future product sales.

In addition, we are required to pay to Isis 30% of all Non-Royalty Revenue (defined to mean revenue not based on
net sales of products) we receive. Isis has disclosed in its SEC filings that it is entitled to receive 30% of the up to
$3760 million in milestone payments we may réceive from Teva as part of the Collaboration Agreement; however,
we believe that certain of the milestone payments related to sales targets may qualify as Royalty Revenue (defined
to mean revenue based on net sales of products), and therefore be subject to the lesser payment obligations. No
assurance can be provided that we will be entitled to receive these milestone payments or, if we are, that the
applicable amount payable to Isis will be less than 30%. We are also obligated to pay to UBC certain patent costs
and annual license maintenance fees for the extent of the patent life of CAD $8,000 per year. We paid Isis and UBC
USD $750,000 and CAD $100,000, respectively, in 2010 upon the initiation of a phase 2 clinical trial of OGX-427
in patients with CRPC. We do not anticipate making any royalty payments to Isis in 2012.

The UBC agreements have effective dates ranging from November 1, 2001 to April 5, 2005 and each agreement
expires upon the later of 20 years from its effective date or the expiry of the last patent licensed thereunder, unless
otherwise terminated. o

Unless otherwise terminated, the Isis agreements for custirsen and OGX-427 will continue for each product until the
later of 10 years after the date of the first commermal product sale, or the explratlon of the last to expiré of any
patents required to be licensed in ‘order to use ot sell the product, unless OncoGenex Technologies abandons either
custirsen or OGX-427 and Isis does not elect to unilaterally continue development. The Isis agreement for OGX- 225
will continue into perpetuity unless OncoGenex Technologies abandons the product and Isis does not elect to
unilaterally continue development.

To facilitate the execution and performance of the Collaboratlon Agreement w1th Teva, OncoGenex and Isis agreed
to amend the Tsis License Agreement and OncoGeénex and UBC agreed to make a correspondmg amendmient to the
UBC License Agreement, in each case, effective December 19 and December 20, 2009, respectively.

The amendment to the Isis License Agreement provides, among other things, that if we are subject to change of
control with a third party, where the surviving company immediately following such change of control has the right
to develop and sell the product, then (i) a milestone payment of $20 million will be due and payable to Isis 21 days
following the first commercial sale of the product in the United States; and (ii) unless such surviving entity had
previously sublicensed the product and a royalty rate payable to Isis by the Company has been established, the
applicable royalty rate payab]e to Isis will thereafter'be the maximum amount payable under the Isis License
Agreermient. Any non-royalty milestone amounts prev1ously pald will be credited toward the $20 million milestone if
not already paid. As a result of the $10 million mllestone payment payable to Isis in relatron to the Collaboration
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Agreement, the remaining amount owing in-the event of change of control discussed above is a maximum of $10
million. Because we have now licensed the product to Teva and established a royalty rate payable to Isis, no royalty
rate adjustments would apply if Teva were to acquire us and becomes the surviving company. If the $30 million in
advanced reimbursement of development activities has not been spent by OncoGenex prior to the third anniversary
of the Collaboration Agreement between OncoGenex and Teva, OncoGenex will pay Isis an amount equal to 30% of
any un-spent portion less $3.5 million. :

Bayer HealthCare LLC

On June 27, 2008, Sonus completed an exclusive in-licensing agreement with Bayer HealthCare LLC for the right to
develop, commercialize or sublicense a family of compounds known as caspase activators presently in pre-clinical
research. Under terms of the agreement, Sonus was granted exclusive rights to-develop two-core compounds for all
prophylactic and therapeutic uses in humans. Add1t10na11y, Sonus was granted rights to all other non-core
compounds covered under the patents for use in oncology. Co

Under the terms of the agreement, Bayer received an upfront license fee of $0.5 million. OncoGenex will make
annual payments to Bayer on the anniversary date, or the Anniversary Payments, with an initial payment of
$100,000 paid in 2008. The payments increase by $25,000 each year until the initiation of the first phase 3 clinical
trial, at which point the Anniversary Payments reset to $100,000 each year and increase by $25,000 until we achieve
either the first New Drug Application filing in the United States or the European Union. OncoGenex is obligated to
pay royalties on net future product sales in addition to aggregate milestone payments of up to $14 million for clinical
development and regulatory milestones. No milestone payments are triggered prior to the initiation of a phase 3
clinical trial. We have the option to terminate this contract upon 60 days written notice to Bayer.

Lease Arrangements

We have an operating lease agreement for office space being used in Vancouver, Canada which expires in
September 2014.

Future minimum annual lease payments under the Vancouver lease are as follows (in thousands):

CAD
2012 - o $ 107
2013 e & $ 107
2014 $ 80
Total $

294

In November 2006, prior to the Arrangement, Sonus entered into a non—cancellable operatmg lease agreement for.
office space in Bothell, Washington, expiring in 2017 (please see Note 7 to Notes to Consolidated Financial
Statements included elsewhere in this Annual Report on Form 10-K). In connection with the lease, Sonus was
required to provide a cash security dep0s1t of approximately $0.5 million, which is included in Other Long Term
Assets. In addition, a standby letter of credit was issued by us in 2010, and $0.4 million remains in a restricted
money market account as collateral. We continue to evaluate opportunities to exit or sublet portions of the leased
space and has recorded a liability in the excess facilities lease charge of $7.0 million as at December 31, 2011
(please see Note 7).

If we are unable to exit or sublet portions of this leased space, the future minimum annual lease payments are as
follows (in thousands):

2012 $2,117
2013 : ; 2,180
2014 ' 2,246
2015 2313
2016 2,382
Remainder g : . 2,455
Total $ _—Tﬁ%—
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Consolidated rent expense relating to both the Vancouver, Canada and Bothell, Washington offices for years ended
December 31, 2011, 2010, and 2009 was $2.6 million, $2.3 million, and $2.4 million respectively.

Clinical Research Organizations

Our clinical research organization, or CRO, contracts typically call for specified prepaid amounts to be maintained
and held in escrow for future services to be rendered by the CRO. An amount of $750,000 was paid in January 2012
for future services to be performed for the phase 2 trial of 0GX-427 in patients with metastatic bladder cancer.

Guarantees and Indemnifications

We indemnify our officers and directors for certain events or occurrences, subject to certain limits, while the officer
or director is or was serving at our request in such capacity. The term of the 1ndemn1ﬁcat10n period is equal to the
officer’s or director’s lifetime.

The maximum amount of potential future indemnification is unlimited; however, we have obtained director and
officer insurance that limits our exposure and may enable us to recover a portion of any future amounts paid. We
believe that the fair value of these indemnification obligations is minimal. Accordmgly, we have not recognized any
liabilities relating to'these obligations as of December31, 2011. Lo

We have certain agreements with certain organizations with which we do business that contain indemnification
provisions pursuant to which we typically agree to indemnify the party against certain types.of third-party claims. -
We accrue for known indemnification issues when a loss is probable and can:be reasonably estimated. There were
no accruals for or expenses related to indemnification issues for any period presented.

13. COMPREHENSIVE LOSS
Year ended December 31,
. , ey o 2011 2010 2009
(in thousands) $ $ $
Loss for the period i e - 125 5,476
Gross Unrealized loss on cash eqmvalents and (11) (35)

marketable securities —
Gross Unrealized gam on cash equivalentsand 7

marketable securities | : 5 e ik FE
Unrealized loss on forelgn exchange — : — —

14,677 12,619 5476
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14. QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

Quarter Ended
Dec.31 - Sept. 30 Jun. 30 Mar. 31
(in thousands, except per share amounts)
ollaboration revenue e L L ReT o

1,471

1,457

Restructurmg expensee»
’ Total expenses

271 a8 eam

net loss 1ncome) per - . o (046) )67 031

share*: ;
Diluted net loss (income) per $ 0.98 _ (045 0.67 0.31
share*:

2010
Collaborationrevenue ' '§ o334 4881 1701 4700

. Rescarchanddevelopment ~ § 2301 673 309 6,380
’General and admmlstratlve - $ 1,948 1,067 1,475 1,350

4,554
; :":?( 7 ;fzif.':;
(3000)‘

Tax ex ense (recovery)

Netilyoshs' (ﬁﬁédfhe) pef share*: )
Basic and diluted $ 0.31 Ny 1.07 (.02) 048
*Quarterly EPS may not add to annual figure due to rounding,

15. SUBSEQUENT EVENTS

The Company has performed an evaluation of events occurring subsequent to year end Based on our evaluation, no
material events have occurred requiring financial statement disclosure.
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ITEMY9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that material information required to be
disclosed in our periodic reports filed or submitted under the Exchange Act, is recorded, processed, summarized and
reported within the time periods specified in the SEC’s rules and forms. Our disclosure controls and procedures are
also designed to ensure that information required to be disclosed in the reports we file or submit under the Exchange
Act is accumulated and communicated to our management, including our principal executive officer and principal
financial officer, as appropriate, to allow timely decisions regarding required disclosure.

We carried out an evaluation, under the supervision and with the participation of our management, including the
principal executive officer and the principal financial officer, of the effectiveness of the design and operation of the
disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(¢) under the Exchange Act. Based on
that evaluation, our principal executive officer and principal financial officer concluded that our disclosure controls
and procedures were effective as of the end of the period covered by this Annual Report on Form 10-K.

Changes in Internal Control Over Financial Reporting

We have not made any changes to our internal control over financial reporting (as defined in Rule 13a-15(f) and
15d-15(f) under the Exchange Act) during the quarter ended December 31, 2011 that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over our financial
reporting, as defined in Rule 13a-15(f) under the Exchange Act. Our internal control over financial reporting is a
process designed under the supervision of our principal executive and principal financial officers to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of our financial statements
for external reporting purposes in accordance with U.S. generally accepted accounting principles.

As of December 31, 2011, management assessed the effectiveness of our internal control over financial reporting
based on the framework established in “Internal Control—Integrated Framework” issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). Based on this evaluation, management has
determined that our internal control over financial reporting was effective as of December 31, 2011.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

The effectiveness of our internal control over financial reporting as of December 31, 2011 has been audited by
Ernst & Young LLP, an independent registered public accounting firm, as stated in their report which is included
above.

ITEM 9B. OTHER INFORMATION

On March 6, 2012, OncoGenex Technologies and Teva entered into the Collaboration Agreement

Amendment. Pursuant to the Collaboration Agreement Amendment, our current second-line CRPC phase 3 clinical
study, referred to herein as the SATURN study, will be replaced with a new second-line CRPC phase 3 clinical
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study after the replacement protocol, CRO costs, study budgets and timelines for the replacement study have been
unanimously approved by the Joint Steering Committee formed under the Collaboration Agreement.

Under the Collaboration Agreement Amendment, Teva will continue to provide clinical and drug supply for the
SATURN study, except that OncoGenex Technologies will be responsible for procuring cabazitaxel and docetaxel

- clinical supplies. Costs and expenses incurred by OncoGenex Technologies to support the SATURN study will
continue to be applied against the advance reimbursement provided by Teva in accordance with the Collaboration
Agreement.

The parties will have the same responsibilities, rights and obligations under the Collaboration Agreement with
respect to the replacement study as set forth under the Collaboration Agreement with respect to the SATURN study.
OncoGenex Technologies will be responsible for all of the clinical work and supplies except for certain specified
activities to be supported by Teva.

All other material terms of the Collaboration Agreement remain unchanged and in full force and effect. For a
description of the material terms of the Collaboration Agreement, see the discussion under the heading “Business--
License and Collaboration Agreements--Teva Pharmaceutical Industries Ltd.”.

The foregoing surrimary of the Collaboration Agreement Amendment is qualified in its entirety by reference to the

full text of the Collaboration Agreement Amendment, a copy of which is filed as Exhibit 10.49 to this annual report
on Form 10-K.
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PART IIX
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
The information required hereunder is incorporated by reference from our definitive Proxy Statement to be filed
within 120 days of December 31, 2011 and delivered to stockholders in connection with our 2012 Annual Meeting
of Stoekholders.
ITEM 11. EXECUTIVE COMPENSATION
The information required hereunder is incorporated by reference from our definitive Proxy Statement to be filed
within 120 days of December 31, 2011 and delivered to stockholders in connection with our 2012 Annual Meeting
of Stockholders. : .

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS ' o ' o

The following table sets forth certain information regarding our equity compensation plans as of December 31,
2011: '

@) (b) ()
Number of securities remaining
Number of securities to be Weighted-average available for future issuance
issued upon exercise of exercise price of under equity compensation plans
outstanding options, warrants  outstanding options, (excluding securities reflected in
Plan category and rights warrants and rights column (a))
Equity compensation plans = o - :
approved by security holders - 755,610 9 $ 9920 799,624
Equity. compensation plans not e , ,
approved by security holders® : 10,718 269 0
Total ; 766,328 $ 9.82. : ; 799,624

(1) As of December 31, 2011, we maintained the following equity compensation plans, which were approved by security
holders: (a) Incentive Stock Option, Nonqualified Stock Option and Restricted Stock Purchase Plan — 1991, (b) 1999
Nonqualified Stock Incentive Plan, or the 1999 Plan, (c) the 2000 Stock Incentive Plan, (d) the 2007 Performance Incentive Plan,
(e) the OncoGenex Technologies Amended and Restated Stock Option Plan and (f) the 2010 Performance Incentive Plan.

(2) The 1999 Plan is a broad-based plan for which stockholder approval was not required or obtained. On February 11, 2010, the
1999 Plan terminated in accordance with its terms. All stock options, rights to purchase, and restricted stock outstanding as of
such time will continue in effect in accordance with their respective terms. Stock options granted under the 1999 Plan were
generally granted with an exercise price equal to fair market value on the date of grant. Pursuant to the 1999 Plan, upon a change
in control, the vesting period for outstanding options, rights to purchase, and restricted stock granted under the 1999 Plan will
accelerate and the administrator of the 1999 Plan may provide for the purchase or exchange of each option or right to purchase,
adjust the terms of each option or right to purchase, cause the options and rights to purchase to be assumed, or new rights
substituted therefor, or make such other provision as the administrator determines is equitable.

The remaining information required hereunder is incorporated by reference from our definitive Proxy Statement to

be filed within 120 days of December 31, 2011 and delivered to stockholders in connection with our 2012 Annual
Meeting of Stockholders.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information required hereunder is incorporated by reference from our definitive Proxy Statement to be filed

within 120 days of December 31, 2011 and delivered to stockholders in connection with our 2012 Annual Meeting
of Stockholders.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required hereunder is incorporated by reference from our definitive Proxy Statement to be filed
within 120 days of December 31, 2011 and delivered to stockholders in connection with our 2012 Annual Meeting
of Stockholders.
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PARTIV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(1) Financial Statements

Report of Independent Registered Public Accounting Firm | 67
Consolidated Baléncé Sheets as of December 31, 2011 and 2010 69
Consolidated Statements of Loss for the years ended December 31, 2011, 2010, and 2009 71
Consolidated Statements of Stockholders’ Equity for the years ended December 31, 2011, 2010,

and 2009 72
Consolidated Statements of Cash Flows for the years ended December 31, 2011, 2010, and 2009 73
Notes to Consolidated Financial Statements ‘ 74
)

All schedules are omitted because they are not required or the required information is included in the consolidated
financial statements or notes thereto.

(3)Exhibits
Exhibit
Number  Description
2.1(1) Arrangement Agreement 1between the Company and OncoGenex Technologies Inc. dated May 27,
2008+
2.2(2) First Amendment to Arrangement Agreement between the Company and OncoGenex Technologies
Inc. dated August 11, 2008
2.3(2) Second Amendment to Arrangement Agreement between the Company and OncoGenex
Technologies Inc. dated August 15, 2008
3.13) Amended and Restated Certificate of Incorporation (As Amended Through October 17, 1995)
3.2(4) Certificate of Amendment to Certificate of Incorporation filed on May 6, 1999
3.3(5) Certificate of Correction filed on March 9, 2010 to Certificate of Amendment filed on May 6, 1999
3.4(6) Certificate of Amendment to Certificate of Incorporation filed on May 7, 2004
3.5(5) Certificate of Correction filed on March 9, 2010 to Certificate of Amendment filed on May 7, 2004
3.6(2) Certificate of Amendment to Certificate of Incorporation filed on August 20, 2008
3.7(7) Certificate of Amendment to Certificate of Incorporation filed on June 8, 2010
3.8(7) Fourth Amended and Restated Bylaws of Oncogenex Pharmaceuticals, Inc.
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Exhibit

Number  Description

4.1(2) Specimen Certificate of Common Stock

4.2(8) Amended and Restated Rights Agreement dated as of July 24, 2002 between Sonus Pharmaceuticals
Inc. and U.S. Stock Transfer Corporation

4.3(9) First Amendment to Amended and Restated Rights Agreement dated as of October 17, 2005
between Sonus Pharmaceuticals Inc. and U.S. Stock Transfer Corporation

4.4(10) Second Amendment to Amended and Restated Rights Agreement dated as of August 10, 2006
between Sonus Pharmaceuticals Inc. and U.S. Stock Transfer Corporation

4.5(11) Third Amendment to Amended and Restated Rights Agreement dated May 27, 2008 between Sonus
Pharmaceuticals Inc. and Computershare Trust Company, N.A.

4.6(1) F orm of OncoGenex thing Agreement | |

4.7(1) Form of Sonus Voting Agreement

10.1(3) Sonus Pharmaceuticals, Inc. Incentive Stéck Option, Nonqualified Stock Option and Restricted
Stock Purchase Plan—1991 (the “1991 Plan”), as amended{t i :

10.2(3) Form of Incentive Option Agreement (perltain‘ing‘ t;) tﬁe 1991 Plan)tt

10.3(3) Form of Sonus Pharmaceuticals, Inc. Nonquéliﬁed Stock Option Agreement under the 1991 Plan{+t

10.4(4) Sonus Pharmaceuﬁcals, Inc. 1999 Nonqualified StockAIncehﬁve Plan (the “1999 Plan”)t+

10.5(4) Form of Sonus Pharmaceuticals, Inc. Nonquéliﬁed Stock Option Agreement under the 1999 Plant+

10.6(4) Form of Sonus Pharmaceuticals, Inc. Restricted Stock Puréhase Agreement uhder the 1999 Plantt

10.7( 125 Sonus Phafmécéuticals, Inc. 2000 Stock Inceﬁtive Plén (the “2.000.‘ Plan™)tt |

10.8(13) First Amendment to Sonus Pharmaceuticals, Inc. 2000 Plant¥

10.9(12) Form of Sonus Pharmaceuticals, Inc. Stock Option Agrei;ment (pertaining to the 2000 Plan)t+

10.10(14) Sonus Pharmaceuticals, Inc. 2007 Performance Incentive Plan (the “2007 Plan”)t+

10.11(15) Form of Sonus Pharmaceuticals, Inc. Stock Option Agreément (pertaining to the 2007 Plan)t+

10.12(15) F orm of Sonus Pharmaceuticals, Inc. Restricted Stock Purchase Agreement under the 2007 Plantt

10.13(16) OncéGenéx Technologies Inc. Amended and Restated Stock Option Plantt

10.14(17) Stock Option Assumption, Amending and Confirmation Agreement dated as of August 21, 2009
between thq Company and OncoGenex Technologies Inc.}+

10.15(18) Form 6f OncoGenex Pharxﬁaceuticals, Inc 2010 Stock Option Agreementf

10.16(18) Form of OncoGenex Pharmaceuticals, Inc. 2010 Restricted Stock Purchase Agreementtt

10.17(19) Form of OncoGenex Pharmaceuticals, Inc. 2010 Restricted Stock Unit Agreementtt
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Exhibit

Number  Description

10.18(20) OncoGenex Pharmaceuticals, Inc. Short Term Incentive Awards Program+

10.19(20) Agreement and Consent Form (related to the Short Term Incentive Awards Program)1t

10.20(21) OncoGenex Pharnaceuticals, Inc. 2010 Performance Incentive Plan, as amended and restated

10.21(3) Form of Indemnification Agreement for Officers and Directors of the Company ¥

10.22(16) Form of Indemnification Agreement between OncoGenex Technologies Inc. and each of Scott
Cormack; Stephen Anderson and Cindy Jacobstt

10.23(i6) Form of Indemmification Agree'“eut between OncoGenex Technologies Inc. and Neil Clendeninn{¥

10.24(22) Employment Agreement between OncoGenex Technologies Inc. and the Company and Scott
Cormack dated as of November 4, 200917

10.25(22) Employment Agreement between OncoGenex Technologies Inc. and the Company and Stephen
Anderson dated as of November 4, 20091+

10.26(23)7 Amendment dated February 24, 2010 to the Employment Agreement between OncoGenex
Technologies Inc. and Stephen Anderson

10.27(22) Employment Agreement between the Company and ’Cindy Jacobs dated as of November 3, 200917

10.28(24) Employment Agreement dated October 14, 2008 between OncoGenex Technologies Inc. and
Cameron Lawrencet ,

10.29(24) Employment Amending Agreement dated January 1, 2009 between OncoGenex Technologies Inc.
and Cameron Lawrenceft

10.30(25) Employment Agreement dated November 5, 2010 between OncoGenex Technologies Inc. and
Michelle Burris{{

10.31(26) Securities Purchase Agreement dated as of August 15, 2005 by and among Sonus Pharmaceuticals
Inc. and the investors named therein

10.32(26) Form of Purchese Warrant related to the Securities Purchase Agreement

10.33(27) Form of Purchase Warrant issued to Schering AG

10.34(28) Form of Warrant to Purchase Common Stock

10.35(26) Registration RightsgAgreement dated as of August 15, 2005 by and among Sonus Pharmaceuticals
Inc. and the investors named therein

10.36(29) Lease by and between BMR-217th Place LLC and the Company. dated as of November 21, 2006

10.37(30) First Amendment to Lease by and between BMR-217th Place LLC and the Company dated as of
August 17, 2007

10.38(31) Second Amendment to Lease by and between BMR-217th Place LLC and the Company dated as of

January 28, 2008
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Exhibit

Number _ Description v P o
10.39(6) Amended and Restated License Agreement effective as of July 2, 2008 by and between OncoGenex
‘ Technologies Inc. and Isis Pharmaceuticals, Inc. (OGX-011)*
10.40(32) Letter Agreement Regarding Certain Sublicense Consideration for OGX-011 between OncoGenex
Technologies Inc. and Isis Pharmaceuticals, Inc. dated December 18, 2009
10.41(32) ‘Amendment No. 1 to Amended and Restated License Agreéement between OncoGenex Technologies
: Inc. and Jsis Pharmaceuticals, Inc. dated December 19, 2009 (0GX-01 1)*
10.42(33) License Agreement between OncoGenex Technologies Inc. and the University of British Columbia
effective as of November 1, 2001, and Amending Agreement dated as of August 30, 2006 (OGX-
011)*
10.43(2) Second Amending Agreement and Consent as of August 7, 2008 between the University of British
Columbia and OncoGenex Technologies Inc. (OGX-011) - E
10.44(32) Third Amending Agreement to'the License Agreement between OncoGenex Technologies Inc and
the University of British Columbia dated as of December 20, 2009 (OGX-011)*
10.45(33) Collaborationand License Agreéement between OncoGenex Technologies Inc. and Isis
Pharmaceuticals, Inc. effective as of January 5, 2005 (OGX-427)* -
10.46(33) License Agreement between OncoGenex Technologies Inc. and the University of British Columbia
effective as of April 5, 2005, and Amending Agreement dated as of August 30, 2006 (OGX-427)*
10.47(2) Second Amending Agreement as of August 7, 2008 between the University of British Columbia and
OncoGenex Technologies Inc. (OGX-427) ' ‘ '
10.48(32) Collaboration and License Agreement between OncoGenex Technologies Inc. and Teva
Pharmaceutical Industries Ltd. dated as of December 20, 2009 (OGX-011)*
10.49 Amendment to the Collaboration and License Agreement between OncoGenex Technologies Inc.
and Teva Pharmaceutical Industries Ltd. dated March 6, 2012 - fow
21.1 Subsidiaries of the Registrant’
23.1 Consent of Emst & Young LLP
31.1 Certification of President and Chief Executive Officer pursuant to Rule 13a-14(a) or 15d-14(a) of
the Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act
0f 2002
31.2 Certification of Chief Financial Officer pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities
- Exchange Act of 1934, as adopted pursuant to Section 302 of the Szi‘rbanes—'O_;dey Act of 2002
31.3 Certification of Principal Accounting Officer pursuant to Rule 13a-14(a) or 15d-14(a) of the
Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002 e :
32.1 Certification of President and ‘Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley ‘Act of 2002 g
322

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursunant to
Section 906 of the Sarbanes-Oxley Act of 2002 '

111



Exhibit
Number  Description

323 Certification of Principal Accounting Ofﬁcer pursuant to 18 US.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

T Schedules and similar attachments to the Arrangement Agreement have been omitted
pursuant to Item 601(b)(2).of Regulation S-K. The Company will furnish supplementally a
copy of any omitted schedule or similar attachment to the SEC upon request.

. ‘ Indrcates management contract or compensatory plan or arrangement
* Confidential portions of this exhibit have been omitted and filed separately w1th the

‘Commission pursuant to,an application for Confidential Treatment under Rule 24b-2
promulgated under the Securities Exchange Act of 1934, as amended.

(1) . . Incorporated by reference to the Company’s proxy statement on Schedule 14A filedon . ..
July 3, 2008, . . , ‘ .
) Incorporated by reference to the Company’s quarterly report on Form 10- Q for the quarter
ended September 30, 2008. r
A3). _Incorporated by reference to the Company $ Regrstratron Statement on Form S-1, Reg. No.
33-96112. ; PR
G : Incorporated by reference to:Company’s quarterly report on Form 10-Q for the quarter
ended March 31, 1999.
&) _ ;.. Incorporated by reference to the Company s current report on Form 8-K filed on March 11,
2009. : T , . o

(6) ... Incorporated by reference to the Company s annual report on Form 10-K for the year
ended December 31, 2008.: ...- T L B

) Incorporated by reference to the Company’s current report on. Form 8-K filed on June 14,
2010.

®) Incorporated by reference to the Company’s amended Form 8-A ﬁled on July 25 2002.

9 .. ;;.Incorporated by | reference to the Company s amended Form 8 A filed on October 18, 2005.

(10) Incorporated by reference to the Company’s amended Form 8-A filed on August 14, 2006.

'( 11) N ‘Incorporated by reference to the Company s: current report on Form 8-K ﬁled on May 30,
2008.

(12) o 1I_rrqorporated oy reference to thevaompany’}s ’quarterl-yreport on Form 10-Q fork the quarter
ended June 30, 2000. '

(13) .., .. Incorporated by reference to the Company s quarterly report on Form 10- Q for the quarter
ended September 30, 2606. . .

(14) - Incorporated by reference to the Company s proxy statement on Schedule 14A filed on
April 3,2007. ‘
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(15)
(16)
a7
(8)
(19)
(20)
@1)
22)
(23)
24)
25)
(26)
@7)
(28)
@9)
(30)
@1

(32

Incorporated by reference to the Company’s quarterly report on Form 10-Q for the quarter
ended September 30, 2007.

Incorporated by reference to the OncoGenex Technologies Inc. registration statement on
Form F-1 filed on December 13, 2006.

Incorporated by reference to the Company’s registration statement on Form S-8 filed on
August 26, 2008,

Incorporated by reference to the Company’s current report on Form 8-K filed on June 14,
2010. ’

Incorporated by reference to the Company’s quarterly report on Form 10-Q filed on
November 3, 2011. g

Incorporated by reference to the Company’s current report on Form 8-K filed on April 2,
2009.

Incorporated by reference to the Company’s quarterly report on Form 10-Q for the quarter
ended September 30, 2011.

Incorporated by reference to the Company’s quarterly report on Form 10-Q for the quarter
ended September 30, 2009.

Incorporated by reference to the Company’s current report on Form 8-K filed February 25,
2010.

Incorporated by reference to the Company’s current report on Form 8-K filed March 1,
2010.

Incorporated by reference to the Company’s current report on Form 8-K filed on
November 8, 2010.

Incorporated by reference to the Company’s current report on Form 8-K filed on August
18, 2005.

Incorporated by reference to the Schedule 13D filed by Schering Berlin Venture
Corporation on October 31, 2005.

Incorporated by reference to the Company’s current report on Form 8-K filed on October
19, 2010.

Incorporated by reference to the Company’s annual report on Form 10-K for the year
ended December 31, 2006.

Incorporated by reference to the Company’s annual report on Form 10-K for the year
ended December 31, 2007.

Incorporated by reference to the Company’s quarterly report on Form 10-Q for the quarter
ended March 31, 2008.

Incorporated by reference to the Company’s annual report on Form 10-K for the year
ended December 31, 2009.
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(33) Incorporated by reference to the OncoGenex Technologies Inc. registration statement on
Forin F-1,-Amendment No. 1, filed on January 29, 2007 -
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this Report to be signed on its behalf by the undersigned, thereunto duly authorized.

ONCOGENEX PHARMACEUTICALS, INC.
(Registrant)

Date: March 8, 2012 By: /s/ SCOTT CORMACK

Scott Cormack
Chief Executive Officer and President
(principal executive officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Chief Executive Officer, President and Date: March 8, 2012
By: /s/ SCOTT CORMACK Director (principal executive officer) '
Scott Cormack '

| Executive Vice President, Operations and Chief
By: /s/ MICHELLE BURRIS Financial Officer (principal financial officer) Date: March 8, 2012
Michelle Burris

o Senior Director, Finance and Principal o
By: /s/ CAMERON LAWRENCE Accounting Officer Date: March 8, 2012
‘Cameron Lawrence ; :

By: _/s/ JACK GOLDSTEIN Chairman of the Board and Director ; Date: March 8,- 2012

Jack Goldstein

By: _/s/ NEIL CLENDENINN Director Date: March 8, 2012
Neil Clendeninn

By: _/s/ MARTIN MATTINGLY Director Date: March 8, 2012
Martin Mattingly - ,

By: _/s/ H. STEWART PARKER Director Date: March 8, 2012
H. Stewart Parker ‘ '

By: _/s/ DAVID SMITH Director Date: March 8, 2012
David Smith
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Exhibit-10.49
March 1, 2012

Teva Pharmaceutical Industries Ltd.
5 Basel Street

P.O. Box 3190

Petah Tiqva 49131

Israel

Attention: Mr. Martin Reeves

Re: Amendment to Collaboration and License Agreement dated as of December 20,
2009 (the “Agreement”) between OncoGenex Technologies Inc. (“OGX”) and Teva
Pharmaceutical Industries Ltd. (“Teva”)

Following-up on the discussions held during the JSC meeting on December 14, 2011, this
letter agreement (“Letter Agreement”), effective as of December 14, 2011 (“Effective Date”) is
to document OGX’s and Teva’s agreement with respect to certain issues related to the second-
line CRPC Phase III Clinical Study, also called Study OGX-011-10 or SATURN study (“Study
10”), as well as certain governance matters, and amend the Agreement accordingly.

1. Study 10

(a) Study 10 will be replaced with a new second-line CRPC Phase III Clinical Study, to be
referred to as OGX-011-12 (“Study 12”) as soon as reasonably possible, provided that Study 10
will continue to accrue patients, and will not be terminated or suspended, until the replacement
protocol, CRO costs, study budgets and timelines for Study 12 (all of the foregoing, collectively,
“Stady 12 Parameters™) have been unanimously approved by the JSC. Upon such approval,
notwithstanding anything to the contrary in the Agreement, any change to Study 12 Parameters
shall be subject to the JSC prior written approval in accordance with the Agreement.

(b) Until Completion of Study 10, Teva shall continue to provide clinical and drug supply
except for the procurement of cabazitaxel and docetaxel clinical supplies, provided, however,
that Teva shall provide packaging and labeling services for cabazitaxel to support Study 10 in the
scope and manner provided heretofore. For purposes of this Letter Agreement, “Completion”
means any and all treatment and follow-up (each as described in the Study 10 protocol) of all of
the patients randomized up to, and including, the date Study 10 is terminated pursuant to Article
1(a) above. ' ” S

(c) Costs and expenses incurred by OGX to support Study 10 (including for the
procurement of cabazitaxel and docetaxel clinical supplies) will continue to be applied against
the Advanced Reimbursement in accordance with the Agreement. For clarity, no costs incurred
by Teva in support of Study 10, whether before or after the Effective Date, will be applied to the
Advanced Reimbursement.



2. Study 12

(a) OGXI will be responsible for the conduct of Study 12 in accordance with the
Agreement. As agreed upon in the attached budget, OGX shall be responsible for all the clinical
work: as well as the clinical supplies related to Study 12, except for those specific activities to be
supported by Teva as specified in such budget. The Parties’ responsibilities, rights and
obligations with respect to Study 12 shall be as set forth in the Agreement with respect to Study
10. Upon approval of the Study 12 Parameters by the JSC in accordance with Article 1(a) above,
item 1 of Exhibit A to the Agreement will be replaced by a summary of the Chnlcal
Development Plan for Study 12.

(b) Costs and expenses incurred by OGX to support Study 12 will be applied against the
Advanced Reimbursement in accordance with the Agreement until the balance of the Advance
Reimbursement is zero. Thereafter, such costs and expenses shall be reimbursed by Teva in
accordance with the Agreement. :

3. Collaboration Governance Structure

The last sentence of Section 3.5(d)(iii) of the Agreement shall be replaced with the
following: “If the JSC is unable to reach unanimity upon any issue or matter that is brought
before it for decision, then the JSC shall refer such issue or matter to OGX’s CEO and Teva’s
Corporate Vice President Global Branded Products or their authorized delegates (the
“Executives”). The Executives shall use good faith efforts to resolve promptly such issue or
matter, which good faith efforts shall include at least one discussion between such Executives
within five (5) days after the JSC’s submission of such issue or matter to them. If the Executives
are unable to reach consensus on any such issue or matter within ten (10) days after the referral
to the Executives, then the JSC chairperson shall be entitled to make the final decision, which
decision shall be binding upon the Parties, subject to the limitations set forth in. Section
3.5(d)(iii) (A) through (D) of the Agreement, provided, however, that in the event that the JSC
chairperson decides, in good faith, that time is of the essence with respect to the matter for which
the JSC cannot reach unanimity, then, subject to the limitations set forth in Section 3.5(d)(iii) (A)
through (D) of the Agreement, the JSC chairperson shall be entitled to make a final decision with
respect to such matter without referring it to the Executives. The decision of the JSC chairperson
shall be binding upon the Parties, subject to the limitations set forth in Section 3.5(d)(iii) (A)
through (D) of the Agreement”. For clarity, Section 3.5(d)(iii) (A) through (D) of the Agreement
will remain unchanged.

4. Miscellaneous.

(a) Except as otherwise defined herein, capitalized terms used in this Letter Agreement
have the meaning given to them in the Agreement.

(b) Except as expressly modified herein, all of the terms of the Agreement shall continue
to be in full force and effect.



(c) OGX and Teva, respectively, each further acknowledge that it has received good and
valuable consideration, sufficient in quantity and quality, and that it intends to be legally bound
by the terms and conditions set forth in this Letter Agreement.

(d) This Letter Agreement may be executed in any number of counterparts, each of which
is an original and all of which taken together constitute one instrument. Any Party may execute
this Letter Agreement by executing any such counterpart.

If you are in agreement with the foregoing, kindly sign this letter where indicated below
and return one fully executed copy to me at your earliest convenience.

Very truly yoﬁrs,
/s/ Scott Cormack
Scott Cormack
President & CEO

OncoGenex Technologies Inc. -
March 6, 2012

Teva Pharmaceutical Industries Ltd.

By: /s/ Martin Reeves

Name: Martin Regves
Date; March 1, 2012

By: /s/ Kevin Buchi

Name: Kevin Buchi

Date: March 1, 2012




EXHIBIT 21.1
SUBSIDIARIES OF THE REGISTRANT

OncoGenex Tééhnologies Inc., incorpérated under the federal laws of Canada



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in the following Registration Statements:

(1) Registration ~ Statement (Form S-8 ~ No. 333-56933) pertaining to the OncoGenex
Pharmaceuticals, Inc. Incentive Stock Option, Non-qualified Stock Option and Restricted Stock
Purchase Plan-1991;

(2) Registration Statement (Form S-8  No. 333-87897) pertaining to the OncoGenex
Pharmaceuticals, Inc. Incentive Stock Option, Non-qualified Stock Option and Restricted Stock
Purchase Plan-1991, 1995 Stock Option Plan for Directors, Employee Stock Purchase Plan, and
1999 Non-qualified Stock Incentive Plan;

(3) Registration ~Statement (Form S-8 No. 333-49892) vpertaining to the OncoGenex
Pharmaceuticals, Inc. 1999 Non-qualified Stock Incentive Plan and 2000 Stock Incentive Plan;

(4) Registration Statement (Form S-8 No. 333-56704) pertaining to the OncoGenex
Pharmaceuticals, Inc. 2000 Stock Incentive Plan and 401(k) Profit Sharing Plan and Trust;

(5) Registration Statement (Form S-8 No. 333-135697) pertaining to the OncoGenex
Pharmaceuticals, Inc. 2000 Stock Incentive Plan;

(6) Registration ~Statement (Form S-8 No. 333-144552) pertaining to the OncoGenex
Pharmaceuticals, Inc. 2007 Performance Incentive Plan and 401(k) Profit Sharing Plan and Trust;

(7) Registration Statement (Form S-8 No. 333-153206) pertaining to the OncoGenex
Technologies Inc. Amended and Restated Stock Option Plan;

(8) Registration Statement (Form S-8 No. 333-168820) pertaining to the securities to be offered to
employees in employee benefit plans;

(9) Registration Statement (Form S-3 No. 333-160251) pertaining to the registration of shares of
common stock of OncoGenex Pharmaceuticals, Inc. and in the related prospectus; and

(10) Registration Statement (Form S-3 No. 333-177719) pertaining to the registration of shares of
common stock of OncoGenex Pharmaceuticals, Inc. and in the related prospectus

of our reports dated March 8, 2012, with respect to the consolidated financial statements of OncoGenex
Pharmaceuticals, Inc. and the effectiveness of internal control over financial reporting of OncoGenex
Pharmaceuticals, Inc. included in this Annual Report on Form 10-K for the year ended December 31,
2011. :

Vancouver, Canada, /s/ ERNST & YOUNG LLP
March 8, 2012. ' Chartered Accountants



Exhibit 31.1
Certification Pursuant to Rule 13a—14(g) or Rule 15d-14(a) of the Securities Exchange Act of 1934
1, Scott Cormack, certify that:

1. I'have reviewed this annual report on Form 10-K of OncoGenex Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such Statements were made, not misleading with respect to the period covered by this report;

3 Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows of

the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining
disclosure coritrols and procedures (as defined in Exchange Act Rules' 13a-15(e) and 15d-15(¢)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
tegistrant and have: R ' o : J

‘ (a) Designed such disclosure controls and procedures, or caused such disclosure controls and
~ procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidéfed subsidiaries, is made known’ to us by others within those entities,
 particularly during the period in which this report is being prepared; : '

(b) Designed such internal control over financial reporting, or caused such internal control

over financial reporting to be designed under our supervision, to provide reasonable assurance regarding

the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles; ‘ - '

(c) . Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as
of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, thie registrant’s internal control over financial reporting; and ‘

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit' committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to

record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who
have a significant role in the registrant’s internal control over financial reporting,

Date: March 8, 2012
/s/ SCOTT CORMACK

Scott Cormack
~ President and Chief Executive Officer



Exhibit 31.2

Certification Pursuant to Rule 13a-14(a) or Rule 15d-14(a) of the Securities Exchange Act of 1934

1, Michelle Burris, certify that:

1. I have reviewed this annual report on Form 10-K of OncoGenex Pharmaceuticals, Inc.;

2. % Based on I'n.y‘knowledge,,this report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. ’ Ba’sedron my knowledge, the ﬁnancial statements, and other ﬁpﬁﬂciﬁl inf;imiétion inclpded in this
report, fairly present in all material respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this report; o S

4. ‘The registrant’s other certifyihg ofﬁc.é_i'sf and 1 are responsible for establishirfg énq maintaining

~ disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) and

‘internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15()) for the

registrant and have:

- (@) ,:J'Desig_tlled such disclosute controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the

" registrant, including its consolidated subsidiaries, is made known to us by others within those entities,

particularly during the period in which this report is being prepared;

®) 7 Desigr[ed such internal control over financial i‘epdrting," or Caﬁsed_such'i.nternal control

* over financial reporting to be desigried under our supervision, to providg reasonable assurance regarding

the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles; o o

© Evalua:t(e.d'the,effeétiveness of the registrant’s digclosufe‘(iontrols and procedures and

presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as

of the end of the period covered by this report based on such evaluation; and

" 4, (d)  ~ Disclosed in this report any Qhangé in the registrant’s internal control éVer financial

 reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal

quarter in thie case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and = ' R

5. “The registrant’s'::ot'her certifying officers and I have disclosed, based on our most recent evaluation

of internal control over financial reporting, to the registrant’s 'auditgr‘s and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions): o '

’(é) " all significant deficiéncies and material weakneésses in the design or lopé'ration of internal

" control over financial reporting which are reasonably likely to advérsélly affect'the registrant’s ability to

record, process, summarize and report financial information; and
" (b) any fraud, whethef or not material, that 'invol{ies liﬁaqagémcnt or other employees who
have a significant role in the registrant’s internal control over financial reporting.

Date: March 8, 2012 : .
/s/ Michelle Burris

Michelle Burris
Executive Vice President, Operations and Chief
Financial Officer



Exhibit 31.3
Certification Pursuant to Rule 13a-14(a) or Rule 15d-14(a) of the Securities Exchange Act of 1934
I, Cameron Lawrence, certify fha‘t:

1. I have reviewed this annual report on Form 10-K of OncoGenex Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control
over financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

() Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as
of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who
have a significant role in the registrant’s internal control over financial reporting.

Date: March 8, 2012
/s/ Cameron Lawrence

Cameron Lawrence
Senior Director, Finance and Principal Accounting
Officer



Exhibit 32.1

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

1, Scott Cormack, President and Chief Executive Officer of OncoGenex Pharmaceuticals, Inc. (the
“Company”), certify, pursuant to Rule 13a-14(b) or Rule 15d-14(b) of the Securities Exchange Act of 1934 and 18
U.S.C. Section 1350, that:

1) the Annual Report on Form 10-K of the Company for the annual period ended Décember 31,2011
(the “Report”) fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934 (15 U.S.C. 78m or 780(d)); and :

) the information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company. .

Dated: March 8, 2012

/s/ SCOTT CORMACK

Scott Cormack .
President and Chief Executive Officer



Exhibit 32.2

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act 0f 2002

L, Michelle Burris, Executive Vice President, Operations and Chief Financial Officer of OncoGenex
Pharmaceuticals, Inc. (the “Company™), certify, pursuant to Rule 13a-14(b) or Rule 15d-14(b) of the Securities
Exchange Act of 1934 and 18 U.S.C. Section 1350, that;

(D) the Annual Report on Form 10-K of the Company for the annual period ended December 31, 2011
(the “Report”) fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Actof 1934 (15 U.S.C. 78m or 780(d)); and

2 the information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company. ~

Dated: March 8, 2012

/s/ Michelle Burris

Michelle Burris
Executive Vice President, Operations and Chief
Financial Officer



Exhibit 32.3

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002 - :

1, Cameron Lawrence, Senior Director, Finance and Principal Accounting Officer of OncoGenex
Pharmaceuticals, Inc. (the “Company”), certify, pursuant to Rule 13a-14(b) or Rule 15d-14(b) of the Securities
Exchange Act of 1934 and 18 U.S.C. Section 1350, that:

) the Annual Report on Form 10-K of the Company for the annual period ended December 31, 2011
(the “Report”) fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934 (15 U.S.C. 78m or 780(d)); and .

) the information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company. C

Dated: March 8, 2012

/s/ Cameron Lawrence

Cameron Lawrence
Senior Director, Finance and Principal Accounting
Officer
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