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Lorus Therapeutics Inc.
Notice of 2013 Annual and Special Meeting of Sharelders

NOTICE IS HEREBY GIVEN that the annual and special meeting (the “Mee}imd’shareholders of
Lorus Therapeutics Inc. (the “Corporation”) will beld at the offices of McCarthy Tétrault LLP, Toto
Dominion Bank Tower, 66 Wellington Street West, t8ub300, Toronto, Ontario on Thursday,
March 27, 2014 at 1:00 p.m. (Toronto time).

What the Meeting is About
The following items of business will be coveredhat Meeting:

1. receiving the financial statements of the Capon for the financial year ended May 31, 2013,
including the auditor’s report thereon;

2. appointing KPMG LLP as auditor of the Corpomatiior the ensuing year and to authorize the
directors to fix its remuneration;

electing directors;

4, to consider, and if deemed advisable, pass a tesolin the form included in the management
proxy circular accompanying this notice of meetipgproving amendments to the share option plan,
the deferred share unit plan and the alternate engation plan of the Corporation; and

5. to transact such other business as may be prdpenght before the Meeting.

The Meeting may also consider other business ttogieply comes before the Meeting or any adjournment
of the Meeting. The management proxy circular agomging this notice of meeting provides additional
information relating to the matters to be dealhveit the Meeting and forms part of this notice.

You have the right to vote

You are entitled to receive notice of and votehat Meeting, or any adjournment, if you are a holafer
common shares of the Corporation at the close sihbas on February 21, 2014.

You have the right to vote your shares on item8,2 and 5 listed above and any other items that ma
properly come before the Meeting or any adjournment

Your vote is important

If you are not able to be present at the Meetitepge exercise your right to vote by signing andrning
the enclosed form of proxy to Computershare InveStrvices Inc., 100 University Avenue, 8th Floor,
Toronto, Canada M5J 2Y1, so as to arrive not lditan 1:00 p.m. on Tuesday, March 25, 2014 or,df th
Meeting is adjourned, 48 hours (excluding Saturd@ysidays and holidays) before any adjournmeriteof t
Meeting.

BY ORDER OF THE BOARD OF DIRECTORS

William G. Rice, Ph. D.
Chairman of the Board of Directors and
Chief Executive Officer
Toronto, Canada
February 24, 2014



MANAGEMENT PROXY CIRCULAR
FEBRUARY 24, 2014
PROXY INFORMATION
Solicitation of Proxies

The information contained in this management precixgular (the “Circular”) is furnished in conneatio
with the solicitation of proxies to be used at #mual and special meeting (the “Meeting”) of hade
(the “Shareholders”) of common shares (the “Share$”Lorus Therapeutics Inc. (the “Corporation”,
“Lorus”, “we” or “our”) to be held on Thursday, Mar 27, 2014 at 1:00 p.m. (Toronto time) at thecefi
of McCarthy Tétrault LLP, Toronto Dominion Bank Tewy 66 Wellington Street West, Suite 5300,
Toronto, Ontario and at all adjournments theremf the purposes set forth in the accompanying eatfc
meeting (the “Notice of Meeting”). It is expectdtht the solicitation will be made primarily by mailt
proxies may also be solicited personally by dines;tofficers, employees or agents of the Corpanafitne
solicitation of proxies by this Circular is bein@de by or on behalf of the management of the Catjoor.
The total cost of the solicitation will be borne lbyrus. The information contained in this Circulsugiven
as at February 24, 2014 except where otherwis@ note

CAUTION REGARDING FORWARD-LOOKING STATEMENTS

This Circular contains forward-looking statementghim the meaning of securities laws. Such
statements include, but are not limited to the @Gaafion’s plans, objectives, expectations and ititers
and other statements including words such as “#pdie”, “contemplate”, “continue”, “believe”, “plan”,
“estimate”, “expect”, “intend”, “will", “should”, “ may”, and other similar expressions.

Such statements reflect our current views witheespo future events and are subject to risks and
uncertainties and are necessarily based upon a Buimibestimates and assumptions that, while coreside
reasonable by us are inherently subject to sigaifidusiness, economic, competitive, political aodial
uncertainties and contingencies. Many factors caaldse our actual results, performance or achievese
to be materially different from any future resufgrformance, or achievements that may be expressed
implied by such forward-looking statement. SeeAnmual Information Form dated July 11, 2013 for the
fiscal year ended May 31, 2013 for additional imfiation. A copy of this document can be found on
SEDAR at www.sedar.com, however we will prompthyide a copy of this document to any securityholder
of the Corporation free of charge upon request.

ABOUT VOTING YOUR SHARES
Appointment of Proxies

This is the easiest way to vote. Voting by proxyam®that you are giving the person or people
named on your proxy form (the “proxyholder”) thettaarity to vote your Shares for you at the Meetimg
any adjournment. A proxy form is included with tQiscular.

The persons named on the proxy form will vote youiShares for you, unless you appoint
someone else to be your proxyholder. You have th@ght to appoint a person to represent you at the
Meeting other than the persons named on the proxyofm. If you appoint someone else, he or she
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must be present at the Meeting to vote your Share# you want to appoint someone else, you can
insert that person’s name in the blank space provied in the form of proxy. That other person does
not need to be a Shareholder of the Corporation.

If you are voting your Shares by proxy, our transtgent, Computershare Investor Services Inc.
(“Computershare”)must receive your completed proxy form by 1:00 p.m(Toronto time) on Tuesday,
March 25, 2014or, if the Meeting is adjourned, 48 hours (exahgdSaturdays, Sundays and holidays)
before any adjournment of the Meeting.

Registered Shareholders

You are a registered Shareholder if your name apmayour Share certificate. Your proxy form
tells you whether you are a registered Shareholder.

Non-Registered (or Beneficial) Shareholders

You are a non-registered (or beneficial) Sharehlafdgur bank, trust company, securities broker
or other financial institution holds your Shares j@u (your nominee). For most of you, your voting
instruction form or proxy tells you whether you araon-registered (or beneficial) Shareholder.

In accordance with Canadian securities law, we histeibuted copies of the Notice of Meeting,
this Circular and the form of proxy (collectivethe “meeting materials”) to CDS Clearing and Detuogi
Services Inc. and intermediaries (such as seaubtigkers or financial institutions) for onwardtdisution
to those non-registered or beneficial Shareholievghom we have not sent the meeting materialgttjre
We previously mailed to those who requested theenatidited financial statements of the Corpordtion
the fiscal year ended May 31, 2013 and the auditeport thereon as well as management’s discuasidn
analysis.

The intermediaries are required to forward meetingterials to non-registered or beneficial
Shareholders unless a non-registered or bene8tiateholder has waived the right to receive theeny V
often, intermediaries will use a service comparshsas Broadridge Investor Communication Solutians t
forward the meeting materials to non-registereldeneficial Shareholders.

Non-registered or beneficial Shareholders who haet waived the right to receive meeting
materials will receive either a voting instructifomm or, less frequently, a form of proxy. The psp of
these forms is to permit non-registered or beradfiShareholders to direct the voting of the Sh#neg
beneficially own. Non-registered or beneficial Saniders should follow the procedures set out below
depending on what type of form they receive.

A. Voting Instruction Form. In most cases, a nagistered Shareholder will receive, as part of the
meeting materials, a voting instruction form. Ie&thon-registered Shareholder does not wish to
attend and vote at the Meeting in person (or hanahar person attend and vote on the non-
registered Shareholder’'s behalf), the voting irdtom form must be completed, signed and
returned in accordance with the directions on trenf If a non-registered Shareholder wishes to
attend and vote at the Meeting in person (or han@ther person attend and vote on the non-
registered Shareholder’s behalf), the non-regidt&teareholder must complete, sign and return the
voting instruction form in accordance with the dtrens provided and a form of proxy giving the
right to attend and vote will be forwarded to tlemmegistered Shareholder.

or
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B. Form of Proxy. Less frequently, a non-registe®reholder will receive, as part of the meeting
materials, a form of proxy that has already begnesi by the intermediary (typically by a facsimile
or stamped signature), which is restricted asemtimber of Shares beneficially owned by the non-
registered Shareholder but which is otherwise umpdetad. If the non-registered Shareholder does
not wish to attend and vote at the Meeting in pe(so have another person attend and vote on the
non-registered Shareholder’'s behalf), the non+egid Shareholder must complete the form of
proxy and deposit it with Computershare, 100 UrsitgrAvenue, 8 Floor Toronto, Canada,
M5J 2Y1 as described above. If a non-registeredeBbider wishes to attend and vote at the
Meeting in person (or have another person attemdvate on the non-registered Shareholder’s
behalf), the non-registered Shareholder must strikehe names of the persons named in the proxy
and insert the non-registered Shareholder's (oh satber person’s) name in the blank space
provided.

Non-registered Shareholders should follow the insttions on the forms they receive and
contact their intermediaries promptly if they needsistance.

Meeting Materials

The meeting materials are being sent to both ergidtand non-registered owners of Shares. The
Corporation is sending this Circular and other imgematerials indirectly to non-objecting beneficia
owners (as defined in National Instrument 54-1Cbmmunication with Beneficial Owners of Securities
a Reporting Issuel(“NI 54-101")). The Corporation intends to pay fortermediaries to forward to
objecting beneficial owners (as defined in NI 54:1his Circular and other meeting materials.

Changing Your Vote
A registered Shareholder who has given a proxy mreagke that proxy by:

€)) completing and signing a proxy bearing a ldte and depositing it with Computershare
as described above;

(b) depositing an instrument in writing executedthg Shareholder or by the Shareholder’s
attorney authorized in writing:

0] at our registered office at any time before0lpOm. on Tuesday, March 25, 2014,
or 48 hours (not including Saturdays, Sundays awotiddys) before any
adjournment of the Meeting at which the proxy ibéoused, or

(i) with the chair of the Meeting prior to the comancement of the Meeting on the
day of the Meeting or any adjournment of the Megtor

(c) in any other manner permitted by law.

A non-registered or beneficial Shareholder may ke\e voting instruction form or a waiver of the
right to receive meeting materials and to vote mjite an intermediary or to the Corporation, asdase
may be, at any time by written notice to the intediary or the Corporation, except that neither an
intermediary nor the Corporation is required to @cta revocation of a voting instruction form or af
waiver of the right to receive materials and toevthat is not received by such intermediary or the
Corporation, at least seven (7) days prior to tleetihg.
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VOTING OF PROXIES

You can choose to vote “For”, “Against” or “Witht3| depending on the items listed on the proxy
form. The Shares represented by the proxy formhelvoted or withheld from voting in accordancehwit
the instructions of the Shareholder on any baliat thay be called for and, if the Shareholder $igsca
choice with respect to any matter to be acted uihenShares will be voted accordingly.

If you return your proxy form and do not tell us how you want to vote your Shares, your
Shares will be voted by the management representaéis named in the proxy form as follows:

+ FOR the election of the directors nominated for eletion as listed in this Circular;
+ FOR the appointment of KPMG LLP as auditor of the Gorporation; and

* FOR the approval of the amendments to the share ojh plan, the deferred share unit
plan and the alternate compensation plan of the Cqoration.

The enclosed form of proxy confers discretionartharity upon the management representatives
designated in the form of proxy with respect to admeents to or variations of matters identified hie t
Notice of Meeting and with respect to other mattbes may properly come before the Meeting. Atdhte
of this Circular, the management of the Corporatioows of no such amendments, variations or other
matters.

VOTING SECURITIES AND PRINCIPAL HOLDERS OF VOTING S ECURITIES

As of the date hereof, 62,006,452 Shares are issnddoutstanding. Each holder of Shares of
record at the close of business on February 214,26& record date established for notice of thetMg,
will be entitled to one vote for each Share heldatbmatters proposed to come before the Meetixcp@
to the extent that the Shareholder has transfamgdhares after the record date and the trangiéseech
Shares establishes ownership of them and makesttarmmlemand, not later than 10 days prior to the
Meeting, to be included in the list of Shareholdernditled to vote at the Meeting, in which case the
transferee will be entitled to vote such Shares.

To the knowledge of Lorus’ directors and executfficers, no single person or entity beneficially
owns, directly or indirectly, or exercises conwoldirection over more than 10% of the votes atddio all
the outstanding Shares, other than Mr. Herbert bom and his affiliated company Technifund Inc. who
according to publicly available information, hol®83,041 Shares or approximately 14.50% of thestbsu
and outstanding Shares and Mr. Sheldon Inwentash adtording to publicly available information, ¢ol
both personally and through Pinetree Capital lidld 7,670,000 Shares or approximately 12.37% &f th
issued and outstanding Shares.

PARTICULARS OF MATTERS TO BE ACTED UPON
1. Financial Statements
At the Meeting, Shareholders will receive and coasthe financial statements of the Corporationttier

financial year ended May 31, 2013 and the audit@f®rt thereon, but no vote by the Shareholdetls wi
respect thereto is required or proposed to be taken
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2. Appointment and Remuneration of the Auditor

The Board of Directors of the Corporation (the “Bbi® on the Audit Committee’s advice,
recommends the appointment of KPMG LLP, as auditdhe Corporation. The auditor will be in office
until the next annual Shareholders’ meeting o agiuccessor is named.

Unless you have specified in the enclosed form ofopy that the votes attaching to the Shares
represented by the proxy are to be withheld with repect to the appointment of the auditor, on any
ballot that may be called for in the appointment ofthe auditor, the management representatives
designated in the enclosed form of proxy intend tawote the Shares in respect of which they are
appointed proxy FOR the appointment of KPMG LLP, Chartered Accountants, as auditor of the
Corporation to hold office until the next annual meting of Shareholders, and authorizing the
directors to fix the remuneration of the auditor.

3. Election of Directors

Unless they resign, all directors elected at theetg will hold office until our next annual
meeting of Shareholders or until their success@®l@cted or appointed.

Unless you have specified in the enclosed form afoxy that the votes attaching to the Shares
represented by the proxy are to be withheld with repect to the election of directors, on any ballot
that may be called for in the election of directorsthe management representatives designated in the
enclosed form of proxy intend to vote the Shares irespect of which they are appointed proxy FOR
the election as directors of the proposed nomineggose names are set forth below.

Management does not contemplate that any of theopeal nhominees will be unable to serve as a
director but, if that should occur for any reasaiompto the Meeting, the management representatives
designated in the enclosed form of proxy may voteahother nominee at their discretion.

Pursuant to the articles of the Corporation, theler of directors of the Corporation is set at a
minimum of three and a maximum of eleven and thectlirs are authorized to determine the actual eumb
of directors to be elected from time to time. Th@ration currently has eight directors, and @ppsing
seven directors for nomination at the Meeting.

On February 24, 2014, the Board adopted a majooityng policy (the “Majority Voting Policy”).
The Majority Voting Policy applies to this electiohdirectors. Under such policy, a director noreimého
is elected in an uncontested election with a greatenber of votes “withheld” than votes “for” wille
considered by the Board not to have received thpatiof the shareholders, even though duly eleaseal
matter of corporate law. Such a nominee will beeetgd to provide forthwith his or her resignatiorttte
Board, effective on acceptance by the Board. Urdpssial circumstances apply, the Board will actiept
resignation. Within ninety (90) days following theplicable meeting of the shareholders, the Boalld w
determine whether to accept or reject the resignaiffer that has been submitted. Following therBsa
decision on the resignation, the Board will promplisclose, via press release, its decision (inofuthe
reasons for rejecting the resignation offer, iflaggble).

The following table sets out for all persons praggbto be nominated by management for election
as director, the name and place of residence,atimpositions and offices with the Corporation nosid
by them, the period during which they have sen&dieectors of the Corporation, their present ppialc
occupation and principal occupation for the prengdive years, and the number of Shares beneficiall
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owned, directly or indirectly, by each of them oser which they exercise control or direction athatdate

hereof.

The Corporation has an Audit Committee, a Corpdéateernance and Nominating Committee and
a Compensation Committee. The members of these ittmamare indicated in the table below.

Name of Director, Director Present and Past Principal Occupation or Employment No. of Securities
Province/State and Country Since Beneficially Owned,
of Residence Controlled
or Directed
DR. DENIS BURGER® @ September  Executive Chairman, BioCurex, Inc. (2009 to present 101,987 Shares
Oregon, United States 2007 (biotechnology company)
President, Yamhill Valley Vineyards, Inc. (1983p@sent)
(vineyards)
Served on several Boards of Directors (2007 to 009
DR. WILLIAM G. RICE October 2013 Chairman and Chief Executive Officer of the Corpiora Nil
California, United States (2013 to present)
Chairman, President and Chief Executive Officele@y
Pharmaceuticals Inc. (2003 to 20{3ptechnology company)
DR. BRADLEY THOMPSON June 2013 President and Chief Executive Officer, Oncolytiést&ch Inc. Nil
Alberta, Canada (1999 to presentpiotechnology company)
DR. BRIAN UNDERDOWN®  December Managing Director, Lumira Capital (1997 to present) Nil @
Ontario, Canada 2013 (life science venture capital investment manager)
DR. MARK D. VINCENT @ September  Physician; medical oncologist, London Regional @anc Nil
Ontario, Canada 2007 Program Cancer Care Ontario (1990 to present)
(cancer care facility)
Chief Executive Officer, Sarissa Inc. (2000 to prep
(biotechnology company)
WARREN WHITEHEAD @ April 2011  Chief Financial Officer, Amorfix Life Sciences Nil
Ontario, Canada (2013 to presentpiotechnology company)
Director of Plantform (2009 to present)
(biotechnology company)
DR. JIM A. WRIGHT @€ October 1999 Adjunct Professor, Department of Biochemistry and 214,400 Shar&s

Ontario, Canada

Biomedical sciences, McMaster University (2010 tegent)

Chief Executive Officer of NuQuest Bio Inc.
(2006to present]biotechnology company)




@)
@
©)
4)
®)
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Member of the Audit Committee.

Member of the Compensation Committee.

Member of the Corporate Governance and Nominatmgr@ittee.

Lumira Capital, of which Dr. Underdown is the mainagdirector, holds 2,727,500 Shares.

Of the Shares owned by Dr. Wright, 56,141 are tegid in the name of Calliope Investments Limited.
Lead Director.

The information as to principal occupation, businesemployment and Shares beneficially owned
or controlled is not within the knowledge of manageat of the Corporation and has been furnishedhéy t
respective nominees.

No proposed director is, as at the date of theuGircor has been, within ten (10) years before the
date of this Circular, a director, chief executdficer or chief financial officer of any companpn¢luding
Lorus) that: (i) was subject to a cease trade pateiorder similar to a cease trade order or aardtdht
denied the relevant company access to any exemptidar Canadian securities legislation that was in
effect for a period of more than 30 consecutivesdéii) was subject to cease trade order, an @idglar to
a cease trade order or an order that denied tbeargl company access to any exemption under Canadia
securities legislation that was in effect for aiperof more than 30 consecutive days that was dsatter
the proposed director ceased to be a directorf ekiecutive officer or chief financial officer awghich
resulted from an event that occurred while thasq@emvas acting in the capacity as director, chietative
officer or chief financial officer, (iii) while thaperson was acting in that capacity, or withirearyof that
person ceasing to act in that capacity, becamertypiknade a proposal under any legislation rejatin
bankruptcy or insolvency or was subject to or togid any proceedings, arrangement or compromige wi
creditors or had a receiver, receiver managetustee appointed to hold its assets, or (iv) beduwenérupt,
made a proposal under any legislation relating dokhuptcy or insolvency, or become subject to or
instituted any proceedings, arrangement or comennivith creditors, or had a receiver, receiveragan
or trustee appointed to hold the assets of thegsexpdirector.

Moreover, no proposed director of the Corporatias been subject to (i) any penalties or sanctions
imposed by a court relating to securities legistatir by a securities regulatory authority or haseed into
a settlement agreement with a securities regulatattyority, or (ii) any other penalties or sanctiamposed
by a court or regulatory body that would likely t@nsidered important to a reasonable securityhatder
deciding whether to vote for a proposed director.

4. Amendments to the Share Option Plan, the DSU Riaand the ACP Plan

The Board approved, subject to the Toronto StoakhBmge (“TSX”) and Shareholder approval,
certain amendments to the share option plan (th®&rts Option Plan”), the deferred share unit plan
(the “DSU Plan”) and the alternate compensation plathe Corporation (the “ACP Plan” and, colleetiv
with the Share Option Plan and the DSU Plan, than$?) to: (i) remove the insider participation tisthat
currently provides that the number of Shares idsuabinsiders of the Corporation, at any time, emall
security based compensation arrangements of thpodion cannot exceed 10% of the issued and
outstanding Shares of the Corporation, that thebaurof Shares issued to insiders, within any ors ye
period, under any security based compensationganaent of the Corporation cannot exceed 10% of the
issued and outstanding Shares of the Corporatidntlat any one insider may not, within a 12 month
period, be issued a number of Shares under anyrityediased compensation arrangement of the
Corporation exceeding 10% of the number of issuet autstanding Shares of the Corporation; and (ii)
remove the individual limit that provides that tmgmber of Shares reserved for issuance under teitye
based compensation arrangements may not exceed &t wumber of issued and outstanding Shares of
the Corporation. Consequently, the Board also aplosubject to TSX and Shareholder approval, the
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removal of the requirement under the Share Optlan @ obtain the approval of the Shareholdersafgr
amendment related to the increase in the limitthergrants of options to insiders of the Corporatiour
original stock option plan, the 1993 stock optidanp which was established in 1993 and replacethby
Share Option Plan in 2003, has been terminatellédooard as no option was outstanding thereunder.

As the Corporation is an early stage developmempamy and has not begun earning significant
revenue from its operations, it is expected toiooetto have limited cash resources and must megisr
cash. Therefore, equity-based incentive compemsaia critical component of the compensation efido
directors, officers and consultants of the CorponatWith the current limits on insider and indivad
participation, that are proposed to be removed fiteenShare Option Plan, the Corporation considet t
the pool of options and other equity-based awandsladle is insufficient to provide insiders with
appropriate incentives to realize the Corporatidmisiness plans and to ultimately deliver valueht
Shareholders. Furthermore, as the Corporation’sldpment continue, the Corporation may have taiecr
and hire additional senior personnel, some of whoenlikely to qualify as insiders for the purposdhz
Share Option Plan, DSU Plan and ACP Plan. Thedimituld further reduce the Corporation’s flexililit
and ability to recruit and retain highly qualifipgrsonnel. Subject to shareholder approval, thpgsed
amendments to the Plans have been conditionallsoegg by the TSX. See “Equity Compensation Plan
Information” for a summary of the material provissoof the Plans.

As of the date hereof, the total number of Shargstanding and available for issuance by the
Corporation under the Plans is 9,300,967. The maxirnmumber of Shares reserved for issuance
collectively under the Plans may not exceed 15%hefCorporation’s issued and outstanding Shares at
any given time. Any exercise of options pursuanthi Share Option Plan will make new option grants
available under the Share Option Plan, provided tha maximum number of Shares reserved for
issuance collectively under the Plans may not ekdéfb6 of the Corporation’s issued and outstanding
Shares at any given time. As of the date herepthére are outstanding options to purchase 6,883,5
Shares issued under the Share Option Plan, repiresédi0.70% of the issued and outstanding Shares of
the Corporation; (ii) there are no outstanding 8kassued under the ACP Plan; (iii) and there are
outstanding deferred share units to acquire 78030@0es issued under the DSU Plan, representiffy 1.2
of the issued and outstanding Shares of the Cdipaoralherefore, 1,887,372 Shares are remaining
available for future issuance under the Corpor&iosecurity based compensation arrangements,
representing 3.1% of the issued and outstandingeSiud the Corporation.

Pursuant to the requirements of the TSX, the pregasmendments to the Plans require the
approval of a majority of the votes cast by ther8halders at the Meeting, but excluding the votes
attached to 537,971 Shares held directly or intirdzy insiders of the Corporation that hold opson
under the Share Option Plan or deferred share under the DSU Plan or that are otherwise eligible
participate in the Plans. In addition, if the prepd amendments are approved, because of the reafoval
insider participation limits, TSX rules provide théor any further proposed amendment to the Plans
submitted for approval to the Shareholders of tleepG@ration, the votes attached to any Shares held
directly or indirectly by insiders of the Corpoxati that hold options under the Share Option Plan or
deferred share units under the DSU Plan or thab#rerwise eligible to participate in the Plans| i
excluded from the vote pursuant to the requiremefitthe TSX. The directors of the Corporation
recommend that the Shareholders vote in favoun@ptroposed amendments to the Plans.

The text of the resolution approving the proposewm@dments to the Plans to be submitted to
Shareholders at the Meeting is set forth below:
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BE IT RESOLVED THAT:

1. The Corporation is hereby authorized to amendhigges option plan (the “Share Option
Plan”), deferred share unit plan (the “DSU Planijdaalternate compensation plan
(the “ACP Plan” and, collectively with the Share t@p Plan and the DSU Plan,
the “Plans”) to: (i) remove the insider particimatilimits that currently provides that the
number of common shares of the Corporation (theat&i') issuable to insiders of the
Corporation, at any time, under all security basethpensation arrangements of the
Corporation cannot exceed 10% of the issued arstanding Shares of the Corporation,
that the number of Shares issued to insiders, miglhiy one year period, under the any
security based compensation arrangement of theo€atipn cannot exceed 10% of the
issued and outstanding Shares of the Corporatightlaat any one insider may not,
within a 12 month period, be issued a number ofr&hainder any security based
compensation arrangement of the Corporation exngetd% of the number of issued
and outstanding Shares of the Corporation; andréiijove the individual limit that
provides that the number of Shares reserved faraise under the security based
compensation arrangements may not exceed 5% oiutinber of issued and outstanding
Shares of the Corporation; and

2. Any director or officer of the Corporation is auttzed and directed to execute and
deliver for and in the name of and on behalf of @wporation, under its corporate seal
or otherwise, all such certificates, instrumenggeaments, notices and other documents
and to do such other acts and things as, in th@@pbf such persons, may be necessary
or desirable in connection with the proposed amemdsnto the Plans, with the
performance of the Corporation of its obligationsconnection therewith, and to give
effect to the foregoing and facilitate the impletation of the foregoing resolutions.

Unless otherwise instructed by a Shareholder, thegpsons named in the accompanying form
of proxy will vote “FOR” the resolution approving the amendments to the Plans.

STATEMENT OF EXECUTIVE COMPENSATION
COMPENSATION DISCUSSION AND ANALYSIS
Composition of the Compensation Committee

The Board, upon the advice of the Compensation (tieendetermines executive compensation.
From June 1, 2010 to present, the Compensation @teenihas been comprised of independent Board
members Dr. Burger and Dr. Wright. Dr. Burger isaichof the Compensation Committee. The
Compensation Committee met four times during thégddasting from June 1, 2012 until May 31, 2013.
For more information on the Compensation Commitdegse see the section entitled “Compensation” of
the Corporation’s Corporate Governance Practicastad hereto as Appendix A.

Members of the Compensation Committee each haeetdéxperience relevant to compensation
matters resulting from their respective current g@adt activities. The members of the Compensation
Committee have experience dealing with compensatiatters in comparable organizations, including
public companies, as well as companies with a gtemphasis on governance in their current and forme
roles as principal executives.
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Compensation Objectives and Philosophy

The Compensation Committee’s mandate is to reviewv advise the Board on the recruitment,
appointment, performance, compensation, benefitdemination of executive officers. The Comperwsati
Committee also administers and reviews procedurggpalicies with respect to the Plans, employeetien
programs, pay equity and employment equity andevesviexecutive compensation disclosure where it is
publicly disclosed.

Lorus’ executive compensation program is desigoed t

- attract and retain qualified, motivated and achiemet-oriented individuals by offering
compensation that is competitive in the industry ararketplace;

« align executive interests with the interests ofr8halders; and

« ensure that individuals continue to be compensateciccordance with their personal
performance and responsibilities and their contigiou to the overall objectives of the
Corporation.

These objectives are achieved by offering execsitirel employees a compensation package that is
competitive and rewards the achievement of botht$eon and long-term objectives of the Corporation
As such, our compensation package consists of keneelements:

« base salary and initial share options;

« short-term compensation incentives to reward capoand personal performance through
potential annual cash bonuses; and

« long-term compensation incentives related to lamgit increase in Share value through
participation in the Share Option Plan.

The Compensation Committee reviews each of thegasiton a stand-alone basis and also reviews
compensation as a total package. Adjustments t@eonsation are made as appropriate following awevie
of the compensation package as a whole.

Base Salary — Initial Share Options

In establishing base salaries, the objective obimpensation Committee is to establish levels that
will enable Lorus to attract and retain executificers that can effectively contribute to the lelegm
success of the Corporation. Base salary for eaebutixe officer is determined by the individuallglls,
abilities, experience, past performance and amtiegp future contribution to the success of Loruse T
members of the Compensation Committee use theiwlklge of the industry and of industry trends to
assist with the determination of an appropriate pemsation package for each executive officer. ttaire
cases, the Compensation Committee may recommenrdsimt of automobile allowances, fitness
allowances and the payment of certain professiduneg as a component of an overall remuneratioragack
for executives.

In certain cases, executive officers may be gramsteaie options on the commencement of
employment with Lorus in accordance with the respulity delegated to each executive officer for
achieving corporate objectives and enhancing Shitehvalue in accordance with those objectives.
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Short-Term Compensation Incentives

The role of short-term compensation incentives atuk is to reward corporate and personal
performance. Each year, the Board approves theahrowiporate objectives encompassing scientific,
clinical, regulatory, business and corporate dgraknt and financial criteria. The annual cash bdaus
the executive officers is based, at least in parthe level of achievement of these annual ohjestiOne
hundred percent of the President and Chief Operdiifficer's and seventy-five percent of the other
executive officers’ cash bonus is based on thd t&vachievement of corporate objectives. The badanf
the other executive officers’ bonus is based oteaelment of individual/departmental objectives.

All corporate and executive officer objectives aggiewed by the Compensation Committee and
approved by the Board. The Compensation Commigeenmmmends to the Board the awarding of bonuses,
payable in cash, stock or share options, to reesrdordinary individual performance.

For each executive officer, during the fiscal yeaded May 31, 2013, the annual cash bonuses
ranged from 15% to 40% of base salary when allaratp and individual executive officer objectivesreay
achieved.

Cash bonuses are determined as soon as practafaaidhe end of the fiscal year and, for the
Named Executive Officers (as defined hereinaf@m,included in the Summary Compensation Table in
the year in respect of which they are earned.

Long-Term Incentive Plan

The role of long-term compensation incentives atkas to reward an executive’s contribution to
the attainment of Lorus’ long-term objectives, align executive’'s performance with the long-term
performance of Lorus and to provide an additioneéntive for an executive to enhance Shareholdeeva
Long-term incentive compensation for directorsjoeffs, employees and consultants is reviewed alynual
and is accomplished through the grant of shar@aptinder our Share Option Plan.

The number of options granted for certain execstivieLorus for the fiscal year ended May 31,
2013 was based on achievement of both corporateesaclitive officer objectives. The Compensation
Committee approves the allocation of options artibap are priced using the closing market pricthef
Shares on the TSX on the last trading day prich&date of grant. Options to purchase Sharesexpir
ten years from the date of grant and vest overra tletermined by the Compensation Committee. The
Compensation Committee takes into account previpasts of options when considering new grant of
options.

The granting of options to purchase Shares for Niafeecutive Officers is included in the
Summary Compensation Table in the year that theyarned.

The Compensation Committee takes into account pusvgrants of options when considering
new grant of options.

Performance Metrics

The performance of the Named Executive OfficeraHer2013 financial year was measured in the
following areas:

1. Maximizing the value of LOR-253;
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Maximizing the value of IL-17E;
Maximizing the value of LOR-500;

Establishing at least one corporate partnershig; an

o K~ LD

Equity financing to establish at least one yeazasth.

Each of the above is weighted at 20%, 25%, 5%, Z0%h 20% respectively in relation to
assessment of satisfaction of overall corporateative and determination of any general corporate
bonuses. Based on these criteria the Board ass&gnachievement of 87%. Incentive compensationeela
to the attainment of these objectives will be pmidfiscal 2014. Similar performance metrics were
established for the year ending May 31, 2014 bardtle approved business plan for the current year.

Hedge or Offset Instruments
Named Executive Officers or directors are not peedito purchase financial instruments that argded
to hedge or offset a decrease in market value wfyegecurities granted as compensation or hetdcdly

or indirectly, by Named Executive Officers or di@rs, including, for greater certainty, prepaidiaile
forward contracts, equity swaps, collars, or uoitexchange funds.

Risk Assessment of Compensation

The implications of the risks associated with therg@ration’s compensation practices were not
considered by the Board or a committee of the Board

PERFORMANCE GRAPH

The following graph illustrates our cumulative tot@hareholder return (assuming a $100
investment) for the Shares on the TSX as compaittdthhe S&P/TSX Capped Health Care Index during
the period from May 31, 2008 to May 31, 2013.
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Subsequent to May 31, 2013 the Corporation congplatstrategic review which resulted in the
appointment of Dr. William Rice as Chief Execut®éficer and Chairman of the Board of the Corporatio
on October 28, 2013. Following the appointment of Rice the Corporation has focused the future
development of LOR-253 on acute myeloid leukemi®l(A myelodysplastic syndromes (MDS) and other
hematologic malignancies, appointed Mr. Gregory WClas Chief Financial Officer and Mr. Avanish
Vellanki as Chief Business Officer and attractecesal other key advisors. The Corporation belighese
changes have created significant shareholder \adudepicted in the graph below, which illustratas o
cumulative total Shareholder return (assuming @%$t@estment) for the Shares on the TSX as compared
with the S&P/TSX Capped Health Care Index during period from May 31, 2012 until February 21,

2014.
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Compensation levels for the Named Executive Offidave not fluctuated to the same degree as
Shareholder returns. Compensation does not sofflgct consideration of Corporation performance.
Instead, compensation is determined in light ofoamrall compensation package that is considered

appropriate in the circumstances.
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SUMMARY COMPENSATION TABLE

The following table details the compensation infation for the three most recent fiscal years of
the Corporation, for the President and Chief ExeeuDfficer, the Director of Finance and Acting €hi
Financial Officer and the Vice President of Redeafeach, a “NEO” and, collectively the “Named
Executive Officers”):

Non-equity incentive
plan compensation

Name and Principal Position Fiscal Salary Share- Option- Annual Long-term  Pension  All other Total
Year based based incentive incentive value compensati compensation
ended awards® awards®?  plans plans on

May31l  ($) (€) (%) % 6) (%) $ (%)
Dr. Aiping Young®® 2013 352,937 N/A 443,100 128,416 Nil N/A Nil 924,453
President and Chief Executive Officer 2012 349,334 304,200 49,500 Nil Nil N/A Nil 703,034
2011 342,819 N/A 644,711 127,845 Nil N/A Nil 1,115,375

Ms. Elizabeth William$ 2013 69,659 N/A 42,200 9,535 Nil N/A Nil 121,194

Director of Finance, Acting Chief 2012 68,923 N/A 27,238 Nil Nil N/A Nil 96,161

Financial Officer 2011 66,322 N/A 54,385 808 Nil N/A Nil 120,707

Dr. Yoon Lee 2013 139,546 N/A 63,300 26,484 Nil N/A Nil 229,330

Vice President Research 2012 138,071 N/A 27,983 Nil Nil N/A Nil 166,054

2011 135,40! N/A 61,18.  25,59¢ Nil N/A Nil 222,18

(1) In determining the fair value of these optiaséd awards, the Black-Scholes valuation methodalag used with the following assumptions:
(i) expected life of five years; (ii) volatility dE35%; (iii) risk free interest rate of 3%; and)(ho dividend yieldThe Corporation has decided to
use the Black-Scholes valuation methodology becuuseequivalent to the option value reported hie Corporation’s consolidated financial
statements.

(2) Dr. Aiping Young was named Chief Operating OffioerOctober 28, 2013. On this date, she was repks€hief Executive Officer by William
G. Rice, Ph. D.

(3) Dr. Young did not receive any compensation forrbkr as a director of the Corporation.

(4) During the year ended May 31, 2012, 780,000 defesihare units were issued to Dr. Aiping Young. fEtirevalue of these deferred share units is
marked to market and during the fiscal year endeqy B, 2013 the fair value had decreased from £B04at May 31, 2012 to $171,600
resulting in a reduction in value of $132,600.

(5) Ms. Williams is employed on a part-time basis.
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INCENTIVE PLAN AWARDS
Outstanding Share-Based Awards and Option-Based Alsa

The following tables show all awards outstandingach NEO as at May 31, 2013:

Option-based Awards Share-based Awards
Name and Number of Option Option Value of Number of  Marketor  Market or
Principal securities exercise expiration unexercised shares or payout payout
Position underlying price date in-the- units of value of value of
unexercise ©) money shares that share- vested
d options options have not based share-
*) $® vested awards based
) that have  awards not
not vested paid out or
©) distributed
()
Dr. Aiping 275,000 0.215 Nov 28, 2021 1,375 780,000 171,600 Nil
Young 1,050,000 0.475 Aug 1, 2022 Nil
President and
Chief Executive
Officer
Ms. Elizabeth 85,000 0.215 Nov 28, 2021 425 - - -
Williams 62,000 0.18 March 8, 2022 2,480
Director of 100,000 0.475 Aug 1, 2022 Nil
Finance, Acting
Chief Financial
Officer
Dr. Yoon Lee 100,000 0.215 Nov 28, 2021 500 - - -
Vice President, 67,000 0.18 March 8, 2022 2,680
Research 150,000 0.475 Aug 1, 2022 Nil

(1) These amounts are calculated based on the diffet@tereen the market value of the securities uyidgrthe options
on May 31, 2013 at the end of the fiscal year (&0.2nd the exercise price of the options.

The 250,000 option grants to Ms. Elizabeth Williaamsl Dr. Yoon Lee during the fiscal year
ended May 31, 2013 vest contingently upon the aehient of corporate objectives that the
Compensation Committee has deemed to be the di¥eBhareholder value. These shares options vest
50% upon the achievement of the stated objectRE#, on the next anniversary and 25% on the second
anniversary. The options granted to Dr. Aiping Yowest 50% upon the first anniversary, 25% on the
second anniversary and 25% on the third anniversary
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Value Vested or Earned During the Year

The following table sets forth for each Named ExieuOfficer the value vested or earned on all
option-based awards, share-based awards, and nap-@gentive plan compensation during the fisezdr
ended May 31, 2013:

Name and Principal Position Option-based awards Share-based awards — Non-equity incentive plan
— Value vested Value vested during the ~ compensation — Value
during the year year earned during the year

®) ®) ()

Dr. Aiping Young 10,656 Nil Nil

President and Chief Executive Officer

Ms. Elizabeth Williams 2,896 Nil Nil

Director of Finance, Acting Chief Financial Officer

Dr. Yoon Lee 3,131 Nil Nil

Vice President Research

PENSION PLAN BENEFITS

The Corporation does not provide pension plan lisnéd its Named Executive Officers or
employees of the Corporation.

TERMINATION AND CHANGE OF CONTROL BENEFITS

If the employment agreements of the Named Exec@ifieers are terminated by the Corporation
other than for cause, Dr. Young shall be entitled 8 months plus one additional month for each péar
employment under the agreement in lieu of notigpi@ximately 25 months or $710,000 as at May 31,
2013), Dr. Lee shall be entitled to a notice pedqdal to 4 months plus one additional month fohegear
of employment, to a maximum of 12 months (approxétyal2 months or $140,000 as at May 31, 2013)
and Ms. Williams shall be entitled to the greateorme month and the applicable notice entitlemerten
employment legislation in the event of terminati@pproximately 9 months or $63,000 as at May 31,
2013). If the employment agreements are terminhtedhe Corporation other than for cause, then all
unexercised share options then held by each aermged by the terms of the Share Option Plan. Fyrithe
there is a change of control of the Corporation BndYoung’s employment within 36 months of a chang
of control of Lorus is terminated without causeifoshe terminates the agreement with good reason as
defined in the agreement, then she is entitleédeive the equivalent of two years’ of her basiargglus
one month salary for each year under the agreefapptoximately $852,000 as at May 31, 2013), pius a
annual bonus prorated over the severance peri@dban the bonus paid in respect of the last cdetple
fiscal year). The employment agreements of Dr. &eé Ms. Williams do not include change of control
provisions. All Named Executive Officers will albe entitled to benefits coverage for the severpeded
or a cash payment in lieu thereof.
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COMPENSATION OF DIRECTORS

The following table details the compensation reediby each director for the year ended

May 31, 2013:
Name Fees earned Share-based  Option- Non-equity ~ Pension value  All other Total
awards based incentive plan ($) Compensation
%) %) awards  compensation %) $
) (%)
Mr. Herbert Abramsoff) 34,500 Nil 6,330 Nil N/A Nil 40,830
Dr. Denis Burger 34,500 Nil 6,330 Nil N/A Nil 40,830
Dr. Mark Vincent 25,500 Nil 6,330 Nil N/A Nil 31,830
Mr. Warren Whitehead 31,500 Nil 6,330 Nil N/A Nil 37,830
Dr. Jim Wright 55,500 Nil 42,200 Nil N/A Nil 97,700

(1) In determining the fair value of these option awartthe Black-Scholes valuation methodology was wé#d the following assumptions:
(i) expected life of five years; (ii) volatility 0£35%; (iii) risk free interest rate of 3%; and)(ivo dividend yield. The Corporation has
decided to use the Black-Scholes valuation metlogyobecause it is equivalent to the option valygoreed in the Corporation’s
consolidated financial statements.

(2) Mr. Abramson resigned from the Board effective Deber 10, 2013.

During the fiscal year ended May 31, 2013, eacleatir who was not an officer of the
Corporation was entitled to receive 15,000 sharBoog (the Chair received 100,000) and, at his
election, common shares, deferred share units amd&h compensation for attendance at the Board
committee meetings. Compensation consisted of anariee of $15,000 (the Chair received $35,000)
and $1,500 per Board meeting attended ($4,500etctiair of a Board meeting). Members of the Audit
Committee received an annual fee of $8,000 (theirCleceived $10,000). Each member of the
Compensation Committee and Corporate Governancé&andnating Committee received an annual fee
of $5,000 per committee. Board members (includimg €hair) receive $500 for meetings held via
conference call. There have not been any changhe tiees from the prior year. Non-executive divext
are reimbursed for any out-of pocket travel expsrigeurred in order to attend meetings. Executive
directors are not entitled to directors’ compersatr reimbursement of travel expenses

Directors are entitled to participate in the DS@rPINone of our directors except for Dr. Aiping
Young participated in this plan in the fiscal yeansled May 31, 2013 or 2012.
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Incentive Plan Awards

Outstanding Share-Based Awards and Option Based #lsa

The following table sets forth for each directothar than Named Executive Officers who are
directors, all option-based and share-based aveartdsanding at May 31, 2013:

Option-based Awards Share-based Awards
Name Number of Option Option Value of Number Market Market or
securities exercise expiration date  unexercised of shares  or payout payout
underlying price in-the- orunits  value of  value of
unexercised money of shares  share- vested
options @) optloPs that have based share-
*) @ notvested awards based
#) that have awards not
not paid out or
vested  distributed
(%) ®)
Mr. Herbert 15,000 $0.215 Nov 28, 2021 75 Nil Nil Nil
Abramsorf) 25,000 $0.18 March 8, 2022 1,000
15,000 $0.475 Aug 1, 2022 Nil
Dr. Denis 15,000 $0.215 Nov 28, 2021 75 Nil Nil Nil
Burger 50,000 $0.215 Nov 28, 2021 250
50,000 $0.18 March 8, 2022 2,000
15,000 $0.475 Aug 1, 2022 Nil
Dr. Mark 15,000 $0.215 Nov 28, 2021 75 Nil Nil Nil
Vincent 25,000 $0.18 March 8, 2022 1,000
15,000 $0.475 Aug 1, 2022 Nil
Mr. Warren 15,000 $0.215 Nov 28, 2021 75 Nil Nil Nil
Whitehead 6,000 $0.18 March 8, 2022 240
15,00( $0.47¢ Aug 1, 202 Nil
Dr. Jim 30,000 $0.215 Nov 28, 2021 150 Nil Nil Nil
Wright 500,000 $0.215 Nov 28, 2021 2,500
25,000 $0.18 March 8, 2022 1,000
100,000 $0.475 Aug 1, 2022 Nil

(1) These amounts are calculated based on the diffetesteveen the market value of the securities uyidgrthe options
on May 31, 2013 at the end of the fiscal year (&0.2nd the exercise price of the options.

(2) Mr. Abramson resigned from the Board effective Dalser 10, 2013.
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Value Vested or Earned During the Year

The following table sets forth for each directoe thalue vested or earned on all option-based
awards, share-based awards, and non-equity ineeplan compensation during the financial year
ending May 31, 2013.

Name Option-based awards — Share-based awards Non-equity incentive
Value vested during the — Value vested plan compensation —
year during the year Value earned during
$® $) the year
$)
Mr. Herbert Abramsof? 2,288 Nil Nil
Dr. Denis Burger 3,413 Nil Nil
Dr. Mark Vincent 2,288 Nil Nil
Mr. Warren Whitehead 1,433 Nil Nil
Dr. Jim Wright 3,450 Nil Nil

(1) All options which vested during the year vestedhat date of issue and the market value of the siesur
underlying the options was the same as the exgtse

(2) Mr. Abramson resigned from the Board effective Daloer 10, 2013.

INDEBTEDNESS

As of the date hereof, there is no indebtednessgtei the Corporation by any employees, officers
or directors of the Corporation. The Corporatiod dot provide financial assistance to any emplayees
officers or directors for the purchase of secwitikuring the fiscal year ended May 31, 2013 or from
June 1, 2013 to the date hereof.

AUDIT COMMITTEE INFORMATION

Reference is made to the Annual Information Forrthef Corporation dated July 11, 2013 for the
fiscal year ended May 31, 2013, under the headigdit Committee Information” for a disclosure of
information related to the Audit Committee requitedier Form 52-110F1 to National Instrument 52-110
Audit Committeeg“NI 52-110"). A copy of this document can be fauon SEDAR at www.sedar.com,
however we will promptly provide a copy of this dagent to any securityholder of the Corporation frée
charge upon request.

DIRECTORS AND OFFICERS’ LIABILITY

We purchase and maintain liability insurance far ltenefit of directors and officers to cover any
liability incurred by such person in such capasiti€he policy provides for coverage in the amount o
$10,000,000 with a deductible amount of $150,00€h(eertain exceptions). For the period June 12201
May 31, 2013, the premium cost of this insurance $&6,000.
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MANAGEMENT CONTRACTS

The management functions of the Corporation are inoany way, performed in a substantial
degree by a person or persons other than the atisemt the executive officers of the Corporation.

EQUITY COMPENSATION PLAN INFORMATION
Share Option Plan

The Share Option Plan was established to advaedatidrests of Lorus by:
« providing Eligible Persons (as defined below) vétiditional incentives;
« encouraging stock ownership by Eligible Persons;
« increasing the interest of Eligible Persons indhecess of Lorus;
« encouraging Eligible Persons to remain loyal touspand
- attracting new Eligible Persons to Lorus.

The Compensation Committee as authorized by thedBa@ministers the Share Option Plan. The
maximum total number of Shares available for issaaftom treasury under the Share Option Plan,
together with the DSU Plan, the ACP and any otkeusty based compensation arrangement is 15% of
the Corporation’s issued and outstanding Sharesagiven time. Any exercise of options pursuant to
the Share Option Plan will make new option grawtslable under the Share Option Plan, provided that
the maximum number of Shares reserved for issuanibectively under the Plans may not exceed 15%
of the Corporation’s issued and outstanding Sharasy given time.

Under the Share Option Plan, options may be gramedny executive officer, employee,
subsidiary of an executive officer or employeeconsultant or consultant entity (“Eligible Persons”
Currently, the maximum number of Shares reservedsguance to insiders, at any time, under theeShar
Option Plan and any other compensation arrangemrhe Corporation is 10% of the issued and
outstanding Shares of the Corporation. The maximumber of Shares that may be issued to insiders, at
any time, under the Share Option Plan and any attrapensation arrangement of the Corporation wihin
12 month period is 10% of the issued and outstgn8hmares of the Corporation. The maximum number of
Shares reserved for issuance to any one persofiofSthe issued and outstanding Shares of the
Corporation representing 3,097,572 Shares as ofd#dte hereof. Such provisions are proposed to be
removed from the Share Option Plan by the Corpamadind such matter will be submitted for approyal b
the Shareholders at the Meeting.

The exercise price of options granted under theeSBation Plan is established by the Board and
will be equal to the closing market price of thex@s on the TSX on the last trading day precedieglate
of grant. If there is no trading on that date, élxercise price will be the average of the bid asidan the
TSX on the last trading date preceding the datganfit. If not otherwise determined by the Boardpjtion
granted under the Share Option Plan will vest &8 on the first anniversary of the date of gifrthe
option and an additional 25% on the second and tiniversaries after the date of grant. The Bbized
the term of each option when granted, but such teaynnot be greater than 10 years from the dajeamit.
If the date on which an option expires pursuardrtaption agreement occurs during, or within 10sday
after the last day of, a black out period or ottestriction period imposed on the trading of Shémethe
Corporation, the expiry date for the option will the last day of the 10-day period. Options areqrmal
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to the participant and a participant may not tranah option except in accordance with the Shate@p
Plan.

The Board may, its sole discretion, amend, susmengrminate the Share Option Plan or any
portion of it at any time in accordance with apglite legislation, without obtaining the approval of
Shareholders. Any amendment to any provision of $hare Option Plan is subject to any required
regulatory or Shareholder approval. The Corporaisprowever, required to obtain the approval &f th
Shareholders for any amendment related to (i) theimmum number of Shares reserved for issuance under
the Share Option Plan, and under any other seduaggd compensation arrangements of the Corparation
(i) a reduction in the exercise price for optidredd by insiders of the Corporation; and (iii) atemsion to
the term of options held by insiders of the Cortiora In addition, the Corporation is required tdain the
approval of the shareholders for any amendmertetkta the increase in the limits on the grantspions
to insiders of the Corporation and any sharehageroval required in respect of an amendment tease
such limits shall exclude the votes attaching tar& if any, held by Eligible Persons who areders of
the Corporation. This provision is proposed to dmaved from the Share Option Plan by the Corparatio
in accordance with the proposed amendment to inpatéicipation limits and such matter will be sutted
for approval by the Shareholders at the Meeting.

If an option holder is terminated without causeijges or retires, each option that has vested will
cease to be exercisable three months after thendpdilder’s termination date. Any portion of anioptthat
has not vested on or prior to the termination ealeexpire immediately. If an option holder is teinated
for cause, each option that has vested will ceadgetexercisable immediately upon the Corporation’s
notice of termination. Any portion of an option theas not vested on or prior to the terminatiore ditl
expire immediately.

During the period from June 1, 2012 to May 31, 20dtions to purchase 1,780,000 Shares
were granted under the Share Option Plan at arcisegurice of $0.475 per Share. During the yeaednd
May 31, 2013, we granted options to employees,ratien executive officers of the Corporation, to
purchase 320,000 Shares, being 18% of the totanthe stock options granted during the year to
employees, executive officers and direct@mce May 31, 2013, there have been 3,358,004 roptio
purchase Shares granted under the Share OptionaPlexercise prices ranging from $0.29 to $0.78.
During this period we granted options to employaes consultants other than executive officers ef th
Corporation to purchase 388,004 Shares, being If2Wedotal stock options granted during the period
to employees, executive officers, consultants arettbrs.

Alternate Compensation Plan

The Corporation has an ACP Plan which enables Ltwruseet its obligations to pay directors’
fees, salary and performance bonuses to certaitogegs in the form of Shares. The ACP Plan permits
the Corporation to, in circumstances considereda@pjate by the Board, encourage the ownership of
equity of the Corporation by its directors and eenémployees (“ACP Participants”), enhance the
Corporation’s ability to retain key personnel amdvard significant performance achievements while
preserving the cash resources of the Corporation.

Under the ACP Plan, ACP Participants have the aptib receiving director’'s fees, salary,
bonuses or other remuneration, as applicable (“Remation”) by the allotment and issuance from
treasury of such number of Shares as will be edpnmtato the cash value of the Remuneration
determined by dividing the Remuneration by the Wiid average closing Share price for the five (5)
trading days prior to payment date (the “5-day VWARhe issue price of Shares issued under the ACP



-24 -

is the 5-day VWAP. Upon ceasing to be an ACP Fagit, such ACP Participant will no longer be
eligible to receive Shares under the ACP Plan arydamounts owing to such ACP Participant shall be
paid without reference to the ACP Patrticipant.

Currently, the maximum number of Shares that mayelerved for issuance to insiders, at any
time, under the ACP Plan and any other compensaticangement of the Corporation is 10% of the
issued and outstanding Shares of the Corporatiba.nfaximum number of Shares that may be issued to
insiders, at any time, under the ACP Plan and dahgracompensation arrangement of the Corporation
within a 12 month period is 10% of the issued antstanding Shares of the Corporation. The maximum
number of Shares reserved for issuance under thie RI@n to any one ACP Participant is 5% of the
issued and outstanding Shares of the Corporaticnrmm-diluted basis. Such provisions are proptsed
be removed from the ACP Plan by the Corporation such matters will be submitted for approval by
the Shareholders at the Meeting.

The maximum number of Shares reserved for issuamder the ACP Plan, when combined with
the Share Option Plan and the DSU Plan, if the gged amendments to the ACP Plan are approved at
the Meeting, will not exceed 15% of the Corporatdesued and outstanding Shares at any given time.

There have been no Shares issued under the ACPdBtary the year ending May 31, 2013.
Since May 31, 2013, there have been no Sharedissder the ACP Plan.

The Board may, at any time and from time to timmaend, suspend or terminate the ACP Plan
without Shareholder approval, provided that no sardendment, suspension or termination may be made
without obtaining any required approval of any fdatpry authority or stock exchange. Notwithstanding
the foregoing, the Board may not, without the appt®f the Shareholders, make amendments to the
ACP Plan to increase the maximum number of Shamsble under the ACP Plan, or to amend the
provisions regarding Shareholder approval.

Deferred Share Units Plan

The Corporation adopted the DSU Plan on April 1@0@ which provides that participating
directors and senior officers (“DSU Participantsifpy elect to receive either a portion or all of the
remuneration to be received from the Corporatiodeferred share units. Such remuneration inclutles a
amounts payable in cash or Shares (subject taaiemtherwise under the DSU Plan) to a DSU Paditlip
by the Corporation or a subsidiary of the Corporatn respect of the services provided to the Qaitn
or subsidiary by the DSU Participant in any calenggar, including (a): in the case of a directoithaut
limitation, (i) annual Board or committee of the @d or advisory retainer fees, (ii) fees for attegd
meetings of the Board or a committee of the Boaudtl (@i) fees for serving as chairman or chairworoén
any committee of the Board, but, for greater caetyaiexcluding amounts payable to a DSU Participara
reimbursement for expenses incurred in attendingtings; and (b): in the case of a senior officetheut
limitation, those services for which a salary osttdonus would normally be paid, provided that the
relevant performance criteria which serve as aslfasithe granting of such bonuses have been met.

Under the DSU Plan, the deferred share units th&t DParticipants elect to receive for
remuneration earned are credited to each DSU Barits account in an amount of units equal togitoess
amount of remuneration to be deferred divided ley fdir market value of the Shares, being the ofpsin
price of the Shares on the TSX on the day immdgligteceding the recommendation by the Compensation
Committee or such other amount as determined bBdsd and permitted by the applicable regulatory
authorities. Rights respecting deferred share anésot transferable or assignable other thanilbbpmby
the laws of descent and distribution.
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A DSU Participant who has retired, resigned or haen terminated without cause from all
positions with the Corporation and any subsididrthe Corporation may redeem the deferred sharts uni
credited to the DSU Participant’s account. Subjedhe approval of the Compensation Committee, the
DSU Participant may indicate what portion of thgmpant is to be paid in cash and what portion iseo
paid in Shares. A DSU Participant who has beenitexted with cause may not redeem the deferred
share units held by that DSU Participant and tlieferred share units so held will be deemed casttell
as of the date of termination of the DSU Partictpan

Currently, the maximum number of Shares that mayelerved for issuance to insiders, at any
time, pursuant to deferred share units granted rutile DSU Plan and any other compensation
arrangement of the Corporation is 10% of the issaed outstanding Shares of the Corporation. The
maximum number of Shares that may be issued tdersi at any time, pursuant to deferred share units
granted under the DSU Plan and any other compemnsatrangement of the Corporation within a 12
month period is 10% of the issued and outstandimyeés of the Corporation. The maximum number of
Shares reserved for issuance pursuant to defdreed anits granted under the DSU Plan to any orlg DS
Participant is 5% of the issued and outstandingezhaf the Corporation on a non-diluted basis. Such
provisions are proposed to be removed from the P&l by the Corporation and such matters will be
submitted for approval by the Shareholders at teetig.

The maximum number of Shares reserved for issuander the DSU Plan, when combined with
the Share Option Plan and the ACP Plan, if the gged amendments to the DSU Plan are approved at
the Meeting, will not exceed 15% of the Corporatdesued and outstanding Shares at any given time.

During the period from June 1, 2012 to May 31, 201iB deferred share units were issued to
DSU Participants under the DSU Pl&ince May 31, 2013, there have been no deferrerk alrits
issued under the DSU Plan.

The Board may amend the DSU Plan as it deems raegess appropriate without Shareholder
approval, subject to applicable corporate, seesriind tax law requirements, but no amendment will,
without the consent of the DSU Patrticipant or unlesjuired by law, adversely affect the rights @i%U
Participant with respect to deferred share unashlave been credited to the account of the DSticiRant
at the time of such amendment to the DSU Plan. Nutanding the foregoing, the Board must obtain
Shareholder approval to increase to the maximunbeuiwf securities reserved for issuance under Bid D
Plan or any other security based compensation gera@nt, or to amend the provisions regarding
Shareholder approval.

Employee Share Purchase Plan

We have an Employee Share Purchase Plan (“ESPBY)t@ purpose of the ESPP to assist the
Corporation to retain the services of its employé@secure and retain the services of new emptogad
to provide incentives for such persons to exertimarm efforts for the success of the Corporatione Th
ESPP provides a means by which employees of theoBaion and its affiliates may purchase Shares on
the stock market at a 15% discount through accusuilpayroll deductions. Eligible participants ire th
ESPP include all employees, including executivécef§, who work at least 20 hours per week and are
customarily employed by the Corporation or an iatid of the Corporation for at least six months per
calendar year. Generally, each offering is of thmeaths’ duration with purchases occurring evergrtar.
Participants may authorize payroll deductions ofaft5% of their base compensation for the purcbése
Shares under the ESPP.
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During the year ended May 31, 2013, under the ESRRRed Executive Officers, as a group, and
employees did not purchase any Shares pursuahet&$PPSince May 31, 2013, there have been no
Shares purchased pursuant to the ESPP.

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COM PENSATION PLANS
The following table sets forth certain details t#ha end of the fiscal year of Lorus, ended May 31

2013 with respect to compensation plans pursuanvhith equity securities of the Corporation are
authorized for issuance.

Number of Shares to be Weighted- Number of Shares remaining  Total options, warrants
issued upon exercise of average available for future issuance and rights outstanding
outstanding options, exercise price of under the equity compensation  and available for grant
warrants and rights outstanding plans (Excluding Shares reflected
@) options, warrants in Column (a)) (@ +(c)
and rights (c)
(b)
Plan Category Number % of Number % of Shares  Number % of Shares
Shares outstanding outstanding
outstanding
Equity
compensation
plans approved
by Shareholders 4,138,116 10% $0.46 2,199,546 5% 6,337,662 15%

INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON

None of the directors or executive officers of @arporation, none of the persons who have been
directors or executive officers of the Corporatanany time since June 1, 2012, none of the prabose
nominees for election as a director of the Corpomaénd none of the associates or affiliates of @frye
foregoing has any material interest, direct or riet, by way of beneficial ownership of securiti@s
otherwise, in any matter scheduled to be acted aptime Meeting other than the election of directond
as disclosed under the heading “PARTICULARS OF MARIS TO BE ACTED UPON - Amendments
to the Share Option Plan, the DSU Plan and the RI@R" of this Circular.

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIO NS

Since the commencement of the Corporation’s masntéey completed financial year, no director,
proposed director, officer, or associate of a diregroposed director or officer nor, to the knesde of
our directors or officers, after having made reabte inquiry, any person or company who benefigiall
owns, directly or indirectly, Shares carrying mdinan 10% of the voting rights attached to all Skare
outstanding at the date hereof, or any associatfitiate thereof, had any material interest, clirer
indirect, in any material transaction of the Cogtimm, nor do any such persons have a materiakestte
direct or indirect, in any proposed transactiothef Corporation.
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STATEMENT OF CORPORATE GOVERNANCE PRACTICES

Corporate governance relates to the activitiehefBoard, the members of which are elected by
and are accountable to the Shareholders, and taleesiccount the role of the individual members of
management who are appointed by the Board and whaharged with the day-to-day management of
Lorus. The Board believes that sound corporate rgavee practices are essential to contributindi¢o t
effective and efficient decision-making of managetmand the Board and to the enhancement of
Shareholder value. The Board and management béfiat/e&orus has a sound governance structure @ pla
for both management and the Board. Of particulée horus has:

- established a written mandate of the Board,;

« established a written charter for the Audit Comeeiit

- established a written charter for the Compens&iommittee;

« established a written charter for the Corporate €Bmnce and Nominating
Committee;

« established a written Disclosure and Insider Trgdialicy; and

- established a written Code of Ethics.

National Instrument 58-104 Disclosure of Corporate Governance Practi¢#dl 58-101") and
National Policy 58-20%— Corporate Governance Guidelin€NP 58-201") requires issuers, including
Lorus, to disclose the corporate governance pextitat they have adopted. NP 58-201 provides igcida
on governance practices. The Corporation is albgestito NI 52-110, which has been adopted in v&rio
Canadian provinces and territories and which pileser certain requirements in relation to audit
committees. The required disclosure under NI 58i4@itached hereto as Appendix A.

2014 SHAREHOLDER PROPOSALS

For the next annual meeting of Shareholders of $,08hareholders must submit any proposal
that they wish to raise at that meeting on or efsugust 1, 2014.

ADDITIONAL INFORMATION

Additional information relating to us, including oumost current annual information form
(together with documents incorporated therein gresce), our financial statements for the fisczdry
ended May 31, 2013, the report of the auditor threrenanagement’s discussion and analysis of our
financial condition and results of operations feacél 2013 and our interim financial statements for
periods subsequent to the end of our last finangalr, can be found on the System for Electronic
Document Analysis and Retrieval (SEDAR) at www.gedtam. Copies of those documents are available
upon written request to the Director of Financd.ofus, upon payment of a reasonable charge where
applicable. Our financial information is provided @ur consolidated financial statements for ther yea
ended May 31, 2013 and management’s discussiommaigisis of our financial condition and results of
operations for year ended May 31, 2013.
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DIRECTORS’ APPROVAL
The contents and sending of this Circular have lappnoved by our directors.
(signed) William G. Rice, Ph. D.

Chairman of the Board of Directors and
Chief Executive Officer



APPENDIX A

Corporate Governance Practices

Lorus Therapeutics Inc. (the “Corporation”) is coitted to sound and comprehensive corporate
governance policies and practices and is of the Wit its corporate governance policies and presti
outlined below, are comprehensive and consistettit Wational Policy 58-201 Corporate Governance
Guidelineg(“NP 58-201"), and National Instrument 52-11Audit Committee§‘'NI 52-110").

Board of Directors

The board of directors of the Corporation (the “Btjaencourages sound and comprehensive corporate
governance policies and practices designed to geothe ongoing development of the Corporation.

Composition of the Board

The Corporation’s Board is currently composed ajheidirectors, and the proposed Board will be
composed of sevedirectors, a majority of whom are independent dinec An “independent” board
member, as further defined in NI 52-110, means ¢hah member has no “material relationship” with th
issuer. A “material relationship” is a relationshipat could, in the view of the Board, be reasonabl
expected to interfere with the exercise of a mefsbgrdgment. Each year the Board reviews the
composition of the Board and assesses whetherra Baamber is “independent”.

Director Independent
=T TR 3N =TU ] 1= SO SE Yes
WIlIAM Gl RICE .. ueiii ittt mmme ettt e st ee e e e n s smmmmmr e s e sarae e e aens No
Brian UNderdOwWn .........coiuiiiiii i eeeie et s e e Yes
Bradley THOMPSON ....ccuviiiiiiiii et rcmmeerie ettt e s et ammmmms e Yes
Y= T4 QAT (o7 o PSSR Yes
Warren WhiItEREE ..........coouiiie s Yes
I 110 0 TN Y4 o | o SR Yes
N o 1T N 10 oSS No

Dr. William G. Rice, Ph. D., Chairman of the Boat Chief Executive Officer of the Corporation d@rd
Aiping Young, President and Chief Operating Officérthe Corporation, are not independent directors
because of their role in the Corporation’s manageream. Dr. Aiping Young is not proposed for dlatt

as director as part of the annual and special ngeefi the Shareholders of the Corporation to bd bal
March 27, 2014.

The following table outlines other reporting issuitat Board members are directors of:

Director Reporting Issuer
William G. RiCE .....cceveiiiii e —
DENiS BUIGEN ....ccccuvvieiciiee et eceeeee et Trinity Biotech plc
BioCurex, Inc
Brian Underdown...........ccoceeiiiiiei e VistaGen Therapeutics Inc.
ArgosTherapeutics In
Bradley Thompson .........cccceeiviiiecvieceee e, Oncolytics Biotech Inc.

Immunovaccine Inc.
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Director Reporting Issuer
Mark VINCEN ......cocvieeiciiee et e, —
Warren Whitehead...................ooiiinnt. —
Jim A WG, —
AIPING YOUNC....eiiviieeiiiiie e eriiee e seiee e s sieee e, —

The independent directors regularly hold meetimgthout the presence of non-independent directods a
members of management. There were 4 meetings ohtlependent directors in the fiscal year ended
May 31, 2013.

Dr. William G. Rice, Ph. D., Chairman of the Boaiglnhot an independent director since he is thefChi
Executive Officer of the Corporation.

In 2013, further to the appointment of Dr. Willia@h Rice, Ph. D. as Chairman of the Board and Chief
Executive Officer, the Corporation created the fimsiof Lead Director to ensure that the directtage an
independent leadership contact and maintain anéneehthe quality of the Corporation’s corporate
governance practicedm Wright, an independent director, is the Leaa€or. The Lead Director provides
leadership to the Board in discharging its mandatkalso assists the Board in discharging its stishigp
function, which includes (i) working to ensure aosy, effective, well-balanced and representative
membership of the Board and its committees, ($ueng that committees are working effectively,
(iii) ensuring the integrity of management, (ivakwating, together with the Compensation Committiee
Corporate Governance and Nominating Committee, ccatp performance, and (v) ensuring the Board
receives timely and accurate information beforeinduand after Board meetings.

The following table illustrates the attendance réanf each director for all Board meetings held tloe
fiscal year ended May 31, 2013.

Director Meetings Attended
Herbert Abramscy)........ooooeii e, 7of 7
=T LS = 11 0= 7 of 7
Y= U G VA (o= o | S SRS 7 of 7
Warren WHItEhEE .........ceeiiiiiii e 7of7
110 N Y o | o S 7 of 7
Y] o] 1T N (o 18 o S 7of 7

@ Mr. Abramson resigned from the Board effective Deloer 10, 2013.
Board Mandate

The Board has adopted a mandate in which it efyliaeissumes responsibility for stewardship of the
Corporation. The Board is mandated to representShareholders to ensure appropriate succession
planning is in place, select the appropriate olefcutive officer, assess and approve the stradigiction

of the Corporation, ensure that appropriate preseks risk assessment, management and internabton
are in place, monitor management performance agagreed benchmarks, and assure the integrity of
financial reports. A copy of the Board Mandatetiaghed hereto as Appendix B.

Position Descriptions

The Board has developed written position descrigtiovhich are reviewed annually, for the Chair el
chairs of each of the audit committee, the compgamsaommittee and the corporate governance and
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nominating committee. The Chief Executive Officésoahas a written position description that hasmbee
approved by the Board and is reviewed annually.

Orientation and Continuing Education

It is the mandate of the Corporate Governance amahibhating Committee to ensure that a process is
established for the orientation and education of dieectors that addresses the nature and opereattite
Corporation’s business and their responsibilitiesl aluties as directors (including the contribution
individual directors are expected to make and thmanmitment of time and resources that the Corparatio
expects from its directors).

The orientation includes an overview of the Corfiores history and operations, a review of industry
conditions and competition, an introduction to tBerporation’s management team and corporate and
business information. Any further orientation ispeledent on the needs of the new member and may
include items such as formal training sessionsadtethdance at seminars.

With respect to the continuing education of direstothe Corporate Governance and Nominating
Committee ensures that directors receive adeqgufateriation and continuing education opportunitiesaa
ongoing basis to enable directors to maintain tekils and abilities as directors and to ensumrth
knowledge and understanding of the Corporation&rass remains current.

Ethical Business Conduct

The Corporation has adopted a Code of Business ugbrahd Ethics (the “Code”) that applies to the
directors, officers and employees of the Corporadind its subsidiary. Additionally, consultants agents
for the Corporation are expected to abide by théeCo

The Corporate Governance and Nominating Commiteggilarly monitors compliance with the Code
through communications with management and replortaigh the Disclosure and Insider Trading Policy
(as described below) and ensures that managemtr Gforporation encourages and promotes a cufure
ethical business conduct. A copy of the Code mafpbed at www.SEDAR.com under the Corporation’s
public profile.

The Corporation has developed a Disclosure anddndirading Policy that covers “whistle blowing’dan
provides an anonymous means for employees anceifto report violations of the Code or any other
corporate policies.

The Board has not granted any waiver of the Codaviour of a director or officer of the Corporatidyio
material change reports have been filed since éiginhing of the Corporation’s most recently congatiet
financial year that pertain to any conduct of &dior or executive officer that constitutes a deparfrom
the Code.

Conflicts of Interest

The Corporate Governance and Nominating Committeeitors the disclosure of conflicts of interest by
directors and ensures that no director will vot@anticipate in a discussion on a matter in respeathich
such director has a material interest.
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Nomination of Directors

It is the mandate of the Corporate Governance amahihiating Committee to identify and recommend
gualified candidates for the Board. In assessingtidr identified candidates are suitable for tharBpthe
Corporate Governance and Nominating Committee dersi (i) the competencies and skills considered
necessary for the Board as a whole; (ii) the coemumés and skills that the existing directors pessad

the competencies and skills nhominees will bringthte Board; and (iii) whether nominees can devote
sufficient time and resources to his or her dutissa member of the Board. In addition, the Corporat
Governance and Nominating Committee assesses tlieigaion, contribution and effectiveness of the
individual members of the Board on an annual basiismembers of the Corporate Governance and
Nominating Committee are independent in accordavittethe mandate of the Corporate Governance and
Nominating Committee.

Compensation

The Compensation Committee is responsible for vamg and recommending to the Board the
compensation of: (i) the directors, (ii)the Chaif the Board, (iii) the chairs of the Corporation’s
committees, and (iv) the senior officers. In additithe Compensation Committee reviews and makes
recommendations to the Board regarding the corpg@als and objectives, performance and compensatio
of the Chief Executive Officer on an annual basid & responsible for reviewing the recommendatafns
the Chief Executive Officer regarding compensatibthe senior officers.

In addition, the Compensation Committee reviews grobmmends changes to the compensation of the
members of the Board and the executive officerghef Corporation based on issues relevant to the
Corporation.

The Compensation Committee also reviews and ma@snmendations regarding annual bonus policies
for employees, the incentive-compensation planseanidty-based plans for the Corporation and reviews
executive compensation disclosure before the Catjoor publicly discloses this information.

Further information pertaining the compensationdiwéctors and officers can be found in this Circula
under the heading “Statement of Executive Compamsat

Other Committees

On September 12, 2013, the Corporation formed aigpsommittee composed of independent directors
to review strategic alternatives available to therpgoration, designed to secure the long-term fif@nc
and operational sustainability of the Corporatiathva view to enhance shareholder value (the “Spbeci
Committee”). On October 28, 2013, the Special Catemj after having considered and reviewed a
number of options, concluded its review. The Sge€@mmittee recommended that the Board approve
the appointments of William G. Rice, Ph.D. as Cligécutive Officer and Chairman of the Board and
of Daniel D. Von Hoff, M.D., to serve as a spea@abvisor to fulfill the functions of the Corporatisn
Senior Vice President of Medical Affairs.

The members of the Special Committee were Jim Wrighairman, Denis Burger and Warren
Whitehead.

Assessments

It is the Board’s mandate, in conjunction with Berporate Governance and Nominating Committee, to
assess the participation, contributions and effen@iss of the Chair and the individual membershef t
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Board on an annual basis. The Board also monitareffectiveness of the Board and its committegls an
the actions of the Board as viewed by the indiMidiir@ctors and senior management.

The Board has developed a formal questionnaire twmpleted by each director on an annual bastkéor
purpose of formally assessing the effectivenesh@Board as a whole, committees of the Board tlhed
contribution of individual directors. These questiaires, and the issues arising therefrom, aradet to
be reviewed and assessed by the Lead Director anrmmal basis or more frequently from time to teme
the need arises. The Lead Director takes apprem@iion as required based on the results obtained.



APPENDIX B
LORUS THERAPEUTICS INC.
BOARD MANDATE

Purpose

The board of directors (th&bard”) of Lorus Therapeutics Inc. (th€brporation”) is responsible
for the proper stewardship of the Corporation. Bbard is mandated to represent the shareholdsedeot
the appropriate Chief Executive OfficerCEQ”), assess and approve the strategic directionhef t
Corporation, ensure that appropriate processesstoassessment, management and internal con&raéhar
place, monitor management performance against éidperech marks, and assure the integrity of findncia
reports.

Membership and Reporting

1. A majority of the directors of the Board will biedependent” as defined by National Instrument
58-101— Disclosure of Corporate Governance Practi¢®d 58-101"), U.S. securities laws and
applicable stock exchange rules. The Board willhaw more than the maximum set out in the
Corporation’s articles and by-laws, which maximuomier the Board will reassess from time to
time having consideration for the particular neefithe Corporation.

2. Appointments to the Board will be reviewed onasmmual basis. The Corporate Governance and
Nominating Committee, in consultation with the CE(3, responsible for identifying and
recommending new nominees with appropriate skilth¢ Board.

4, The Board will report to the shareholders of@ogporation.

Terms of Reference

Meetings
1. The Board will meet as required, but at leaseaquarterly.
2. The independent directors will meet as requinsihout the non-independent directors and

members of management, but at least once quarterly.

Meeting Preparation and Attendance

3. In connection with each meeting of the Board aadh meeting of a committee of the Board of
which a director is a member, each director will:

@ review thoroughly the materials provided to thectors in connection with the meeting
and be adequately prepared for the meeting; and

(b) attend each meeting in person, by phone oidgowconference depending on the format of
the meeting, to the extent practicable.
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Corporate Planning and Performance

4, The Board will:
@ adopt a strategic planning process and ap@etategic plan each year; and

(b) approve and monitor the operational plans amdbéts of the Corporation submitted by
management at the beginning of each fiscal year.

In establishing corporate performance objectives Board will:

@ ensure that it has adequate opportunity amdrrtion available to it to gain knowledge of
the business and the industry sufficient to makly informed decisions and to adopt
meaningful and realistic long-term and short-tetrategic objectives for the Corporation.
This may include the opportunity for the Board teanfrom time to time with industry,
medical and scientific experts in related fieldsnoérest;

(b) ensure that effective policies and processemaplace relating to the proper conduct of the
business, the effective management of risk andahges to be adopted by the Corporation;
and

() ensure that appropriate and effective envirortedleand occupational health and safety
policies are in place, are operational and areatgg by adequate resources.

5. The Board will:

@ ensure the integrity of the Corporation’s ficiah reporting and internal control and
disclosure policies and processes;

(b) review the Corporation’s quarterly and year-andited financial statements;

() review annual audit plans and findings and meonihe implementation of audit
recommendations;

(d) ensure that the Board has available to it any iedéent external advice that may be
required from time to time; and

(e) implement, or delegate the implementation of messdor receiving feedback from
stakeholders.

Risk Management and Ethics

6. The Board will:

€)) ensure that the business of the Corporatioariducted in compliance with applicable laws
and regulations and according to the highest dtsiaadards;

(b) identify and document the financial risks artldeo risks that the Corporation faces in the
course of its business and ensure that such niskspgropriately managed; and

(c) adopt a disclosure policy.
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Shareholder Communication

7. The Board will ensure that effective communimatand disclosure policies are in place between
the Board and the Corporation’s shareholders, ditakeholders and the public. The Board will
determine, from time to time, the appropriate datagainst which to evaluate performance against
shareholder expectations and will set corporatgesiic goals and objectives within this context.
The Board will regularly review its criteria foragtevaluation of shareholder expectations to ensure
that they remain relevant to changing circumstances

Supervision of Management

8. The Board will:

(@)

(b)

(©)

(d)

()

(f)

to the extent feasible, satisfy itself as te thtegrity of the CEO and other executive
officers and that all such officers are creatingcudture of integrity throughout the
Corporation;

ensure that the CEO is appropriately managiadtsiness of the Corporation;

ensure appropriate succession planning is @eepl(including appointing, training and
monitoring senior management), in particular witbpect to the CEO position;

establish corporate objectives for the CEO alipand evaluate the performance of the
CEO against these corporate objectives;

consider and approve major business initiatamed corporate transactions proposed by
management; and

ensure the Corporation has internal control matiagement information systems in place.

Management of Board Affairs

9. The Board will:

(@)

(b)

(©

(d)

()

ensure that an appropriate governance struiguneplace, including a proper delineation
of roles and clear authority and accountability aghthe Board, Board committees, the
CEO and the Chief Financial Officer (or its funciéd equivalent);

develop a process for the orientation and dthucaf new members of the Board;

support continuing education opportunitiesgtbmembers of the Board;

in conjunction with the Corporate Governancel &fominating Committee, assess the
participation, contributions and effectiveness loé Chair of the Board, and individual

Board members on an annual basis;

monitor the effectiveness of the Board anddsimittees and the actions of the Board as
viewed by the individual directors and senior mamagnt;



(f)

(9)

(h)

(i)
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ensure that Board meetings operate effectiadgndas are focused on the governance role
of the Board, and that the Board is able to fumctimdependently of management when
required;

ensure that effective governance policies arplace regarding the conduct of individual
directors and employees, including but not limitedpolicies relating to insider trading
and confidentiality and conflict of interest;

establish the committees of the Board it deret®ssary or as required by applicable law
to assist it in the fulfillment of its mandate; and

disclose on an annual basis the mandate, cdtigrosf the Board and its committees.



