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TRILLIUM THERAPEUTICS INC.

Management’s Discussion and Analysis

ABOUT THIS MANAGEMENT DISCUSSION AND ANALYSIS

All references in this management’s discussionamalysis, or MD&A to “the Company”, “Trillium”, “wg& “us”,
or “our” refer to Trillium Therapeutics Inc. andetlsubsidiaries through which it conducts its bussnenless
otherwise indicated.

The following MD&A is prepared as of August 11, Z0for Trillium Therapeutics Inc. for the three asid months
ended June 30, 2016 and 2015, and should bemeamhjunction with the unaudited interim condensed
consolidated financial statements for the threesindnonths ended June 30, 2016 and 2015, amahtingal
audited consolidated financial statements and apeoging notes for the years ended December 31, 2042014,
which have been prepared by management in accardeitit International Financial Reporting StandamtdFRS
as issued by the International Accounting StandBiadsd, or IASB. Our IFRS accounting policies age@ut in
note 3 of the annual audited consolidated finarstetements for the years ended December 31, 2@lL3G14. All
amounts are in Canadian dollars, unless othernidieated.

CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMEN TS

This MD&A contains forward-looking statements wittthe meaning of applicable securities laws. Adtestnents
contained herein that are not clearly historicalature are forward-looking, and the words “antitg3, “believe”,
“expect”, “estimate”, “may”, “will”, “could”, “leadng”, “intend”, “contemplate”, “shall” and similagxpressions are
generally intended to identify forward-looking statents. Forward-looking statements in this MD&Alte, but

are not limited to, statements with respect to:

» our expected future loss and accumulated defieélée

e our projected financial position and estimated dagim rate;

e our expectations about the timing of achieving stdees and the cost of our development programs;

e our observations and expectations regarding tlagivellow binding of SIREFc to red blood cells
compared to anti-CD47 monoclonal antibodies angmetary CD47-blocking agents and the potential
benefits to patients;

e our requirements for, and the ability to obtairtufe funding on favorable terms or at all;

* our projections for the SIRIFc development plan and progress of each of outyats and technologies,
particularly with respect to the timely and sucfelssompletion of studies and trials and availapibf
results from such studies and trials;

» our expectations about the differentiated natuceptential for best-in-class product development
programs and discovery research capabilities afriiov Pharma Inc., or Fluorinov;

e our ability to generate future product developnmograms with improved pharmacological propertias a
acceptable safety profiles using Fluorinov techggjo

e our expectations about whether various clinical mgplilatory milestones with an existing Fluorinov
compound will be achieved;

e our expectations of the final quantum and formrof future contingent milestone payments relatetthéo
Fluorinov acquisition;

» our expectations of the ability to secure the rsitgiiapprovals (including TSX and NASDAQ approvals)
with respect to the issuance of any common sharsatisfaction of future milestone payments;

* our expectations about our products’ safety anda,;

» our belief that TTI-621 is able to convert pro-tumaeacrophages into efficient anti-tumor effectoise

* our expectations regarding our ability to arrangreaind scale up the manufacturing of our produats a
technologies;

e our expectations regarding the progress, and tbeessful and timely completion, of the various stagf
the regulatory approval process;

e our ability to secure strategic partnerships wittyér pharmaceutical and biotechnology companies;

e our strategy to acquire and develop new produadgechnologies and to enhance the safety and effica
of existing products and technologies;

» our plans to market, sell and distribute our prasiand technologies;
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* our expectations regarding the acceptance of mdyats and technologies by the market;

» our ability to retain and access appropriate staffnpagement, and expert advisers;

* our expectations with respect to existing and fitorporate alliances and licensing transactiotis third
parties, and the receipt and timing of any paymentse made by us or to us in respect of such
arrangements; and

* our strategy with respect to the protection of intellectual property.

All forward-looking statements reflect our beligfisd assumptions based on information availableeatitne the
assumption was made. These forward-looking statesva@a not based on historical facts but rather on
management’s expectations regarding future aasjitiesults of operations, performance, futuretaband other
expenditures (including the amount, nature andcssuof funding thereof), competitive advantagesjrimss
prospects and opportunities.

By its nature, forward-looking information involvesimerous assumptions, inherent risks and uncéesijiooth
general and specific, known and unknown, that doutie to the possibility that the predictions, frasts,
projections or other forward-looking statementd wit occur. In evaluating forward-looking statars; readers
should specifically consider various factors, imtihg the risks outlined under the heading “Risktbes® in this
MD&A. Some of these risks and assumptions inclaseong others:

» substantial fluctuation of losses from quarter tarer and year to year due to numerous extersial ri
factors, and anticipation that we will continuariour significant losses in the future;

e uncertainty as to the Company’s ability to raisdidnal funding to support operations;

e our ability to generate product revenue to maintainoperations without additional funding;

» the risks associated with the development of oadpct candidates which are at early stages of
development;

» reliance on third parties to plan, conduct and tasraur preclinical studies and clinical trials;

» our product candidates may fail to demonstratetyaied efficacy to the satisfaction of regulatory
authorities or may not otherwise produce positesults;

» risks related to filing Investigational New Drugpdipations, or INDs, to commence clinical trialdaio
continue clinical trials if approved,;

» the risks of delays and inability to complete daditrials due to difficulties enrolling patients;

« competition from other biotechnology and pharmaicalitompanies;

e our reliance on the capabilities and experiencauotkey executives and scientists and the resuliisg) of
any of these individuals;

e our ability to successfully integrate the operagiofi Fluorinov or fully realize the benefits ofstor other
future acquisitions;

» our ability to adequately protect our intellectpabperty and trade secrets;

» our ability to source and maintain licenses froirdtparty owners;

» the risk of patent-related litigation; and

e our expectations regarding our status as a paksi@gn investment company,

all as further and more fully described under thading “Risk Factors” in this MD&A.

Although the forward-looking statements containethis MD&A are based upon what our managemenebes to
be reasonable assumptions, we cannot assure réhadeastual results will be consistent with thésevard looking
statements.

Any forward-looking statements represent our edsanly as of the date of this MD&A and should betrelied
upon as representing our estimates as of any subsedate. We undertake no obligation to updatef@amyard-
looking statement or statements to reflect eventsroumstances after the date on which such sttém made or
to reflect the occurrence of unanticipated evemtsept as may be required by securities legislation
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BUSINESS
Overview

We are a clinical stage immuno-oncology companyetiging innovative therapies for the treatmentafaer. Our
lead program is a SIR#Fc fusion protein that consists of the extracetl@®47-binding domain of human SIRP
linked to the Fc region of a human immunoglobuliris designed to act as a soluble decoy recepterenting
CD47 from delivering its inhibitory (“do not eat§jgnal. Neutralization of the inhibitory CD47 sigiemables the
activation of macrophage anti-tumor effects by phagocytic (“eat”) signals. A Phase | clinical tria
(NCT02663518) evaluating SIRPc (TTI-621) is ongoing. Trillium also has a pragiary medicinal chemistry
platform, using unique fluorine chemistry, whichrpés the creation of new chemical entities wittpnoved
pharmacological properties from validated drugs @éndy candidates. Stemming from this platform, mast
advanced preclinical program is an orally-availdiilemodomain inhibitor, followed by an epidermabgth factor
receptor antagonist. In addition, a number of commgis directed at undisclosed immuno-oncology targedt
currently in the discovery phase.

Our Strategy

Our goal is to become a leading innovator in th&lfof oncology by targeting immune-regulatory pahs that
tumor cells exploit to evade the host immune system

* Rapidly advance the clinical development of Sl&fRc. We are conducting a first-in-human Phase |
clinical trial of SIRRFc in patients with relapsed or refractory lymphdma dose escalation phase of up
to 36 patients, and expect to enroll up to 8 cahoftl2-15 patients with advanced hematologic
malignancies in an expansion phase of the trial @fh optimal dose has been determined.

» Expand our SIRRxFc clinical program to include additional cancer dications Because CD47 is highly
expressed by multiple liquid and solid tumors, high expression is correlated with worse clinical
outcomes, we believe SIRPc has potential to be effective in a wide varigftgancers. We are planning
future clinical development and carrying out preicial work necessary to select additional, higreptaél
cancer indications.

* Maximize value of SIRRFc through scientific collaborationsSIRR:Fc has broad potential applicability
in various cancer indications, and we believe wédl suited for use as both a monotherapy and in
combination with other agents. We plan to contittuselectively and opportunistically pursue sciémnti
collaborations in order to realize the full valueposition of SIRRFc.

» Using our proprietary medicinal chemistry platforniuild a pipeline of novel oncology products for
development or out-licens&Ve have initiated IND-enabling preclinical stusligith TTI-281, an oral
bromodomain inhibitor that we believe to be higbbtent and which has shown efficacy in AML
xenograft models. We plan to advance novel ongofsgets developed using our proprietary fluorine
chemistry platform.

Our Product Candidates

Product Stage

SIRRuFc (TTI-621) Phase | (hematologic malignancies)
BET Bromodomain inhibitor (TTI-281) Entered IND-doting studies

EGFR inhibitor program Preclinical

Immuno-oncology targets Discovery
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SIRPgFc (TTI-621)

Our lead program, TTI-621, is a novel Sk fusion protein that harnesses the innate immsysgem by blocking
the activity of CD47, a molecule whose express@iméreased on cancer cells to evade the host imrsystem.
Expressed at high levels on the cell surface @r@ty of liquid and solid tumors, CD47 functiorsasignal that
inhibits the destruction of tumor cells by macrogésvia phagocytosis. By blocking the activity @47, we
believe SIRBFc has the ability to promote the macrophage-medikilling of tumor cells in a broad variety of
cancers both as a monotherapy and in combinatitimatlher immune therapies.

The immune system is the body’s mechanism to ifleatid eliminate pathogens, and can be dividedtimdnnate
immune system and the adaptive immune system.ifaggé immune system is the body'’s first line ofetsk to
identify and eliminate pathogens and consists ofgins and cells, such as macrophages, that igierid provide
an immediate response to pathogens. The adaptivem system is activated by, and adapts to, patispge
creating a targeted and durable response. Canéeoften have the ability to reduce the immunetesyss ability to
recognize and destroy them. We believe SiIRPcould play an important role in enhancing theabe immune
system and importantly, because of its abilityai@et macrophages, also has an important downstéant on the
adaptive immune system.

SIRPaFc Key Attributes

» Potential efficacy in a broad range of cancerSIRRiFc blocks the tumor’s ability to transmit a “do not
eat” signal allowing macrophages to destroy tunalsca mechanism that we believe could have broad
applicability.

» Potential for use as monotherapy and in combinatiwith other therapiesWe intend to develop
SIRRuFc as a monotherapy as well as potentially forim@®mbination with other cancer immuno-
therapies.

» Differentiated pharmacokinetic and safety profil§Ve believe SIR&Fc’s low level of binding to red
blood cells lowers the risk of anemia and loweesldss of drug from circulation. This pharmacokinet
profile potentially allows for lower dosing and emproved safety profile.

e May enhance both innate and adaptive immune respwr&RRiFc may enhance stimulation of tumor
attacking T cells since macrophages, in additiotihédr role in phagocytosis, can also prime T cells
through antigen presentation.

SIRPaFc Clinical Development Plan

We are enrolling patients with advanced hematolagadignancies in a Phase | clinical trial. The tpant clinical
trial is designed as a multi-center, open-labelseHa/lb trial, evaluating TTI-621 as a single-ggarpatients with
relapsed or refractory hematologic malignanciegimguthe dose escalation phase set to enroll @6 teubjects, the
safety, tolerability, pharmacokinetics and pharntgo@amics will be characterized to determine thénogitdose for
subsequent enroliment in the expansion phase.h@iacterize potential changes in hematologic patern¢hat
might occur with blockade of CD47, the dose-esaaigportion of the Phase | trial will include lymmima patients
with relatively normal hematologic parameters acceptable marrow function. Once a reasonably veddirated
dose and schedule of SIRPc has been established for further study, safedyaatitumor activity will be estimated
in expansion cohorts of up to 15 patients with abeal hematologic malignancies including indolertei-
lymphoma, aggressive B-cell lymphoma, T-cell lymptag Hodgkin lymphoma, chronic lymphocytic leukemia,
multiple myeloma, acute myeloid leukemia, and mggsplastic syndrome.

Blocking the CD47 “do not eat” signal using a SIRHFc decoy receptor

Macrophages are a type of white blood cell thatingast and destroy (phagocytose) other cells. Bneyart of
the innate immune system that helps to protecbtitly from infection. More recently, a role for maghages in the
control of tumors has been described.

Macrophage activity is controlled by both positfeat” and negative “do not eat” signals. Tumor seflay express
“eat” signals (e.g., calreticulin) that make thelwes visible to macrophages. To counterbalancebigased
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visibility the tumor cells often express high levelff CD47, which transmits a “do not eat” signaldiryding signal
regulatory protein alpha, or SlIePon the surface of macrophages. We believe tleahitiher expression of CD47
on the tumor cell helps it evade destruction byrttaerophage by overwhelming any activating “eaghais.

SIRRuFc is an antibody-like protein that consists of @24 7-binding domain of human SIRHRnked to the Fc
region of a human immunoglobulin. It is designedd¢b as a soluble decoy receptor, preventing Cbaim f
delivering its inhibitory signal. Neutralization tife inhibitory CD47 signal enables the activatidmacrophage
anti-tumor effects by the pro-phagocytic “eat” sifm The Fc region of SIRIFc may, depending on its identity,
also assist in the activation of macrophages bwaging Fc receptors.

The figure below illustrates how SIRPc blocks the CD47 “do not eat” signal and engageizating Fc receptors
on macrophages, leading to tumor cell phagocytosis.

Phagocytosis
. of tumor cell

In addition to their direct anti-tumor activity, sr@phages can also function as antigen-presengitgyand
stimulate antigen-specific T cells. Thus it is pblesthat increasing tumor cell phagocytosis a8HRPuFc exposure
may result in enhanced adaptive immunity. In suppbthis, CD47 antibody blockade has been recesfibywn to
augment antigen presentation and prime an antidteytotoxic T cell response in immune-competentenicD47
blockade has also been reported to promote tunenHspT cell responses through a dendritic celdzh
mechanism, although the effect of St on dendritic cells is currently unknown.

SIRPeaFc has broad clinical potential

We believe that SIREFc has broad clinical potential in both hematolaband solid tumors. High expression of the
CD47 “do not eat” signal on tumor cells has beeseoked in AML, MDS, chronic myeloid leukemia, or CM

acute lymphoblastic leukemia, or ALL, diffuse lafgeell lymphoma, or DLBCL, chronic lymphocytic leamia,

or CLL, follicular lymphoma, mantle cell lymphomaarginal zone lymphoma, multiple myeloma and indsol
tumors including: bladder, brain, breast, colomrg/osarcoma, liver, melanoma, ovarian and prostata number
of these cancers high CD47 expression was showawe negative clinical consequences, correlatirly mire
aggressive disease and poor survival. In normaidtgpe AML patients, for example, high CD47 expressvas
correlated with worse event-free survival (6.8 V8.1 months) and worse overall survival (9.1 vs12fionths)
compared to low CD47 expression. These data argstent with CD47 providing a survival advantagéumor
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cells. Furthermore, numerous studies have showratttdbody blockade of CD47 has demonstrated agtimimice
engrafted with human tumors.

In vitro studies with primary tumor samples obtaifiom AML, MDS, multiple myeloma, B cell-ALL and-¢ell
ALL demonstrated that SIRfFc frequently triggered significantly macrophagediméed tumor cell phagocytosis
compared to control treatment. Similar results wadrserved with tumor cell lines established frorigrdas with B
lymphoma and CML.

The figure below shows how SliRPc (TTI-621) triggers macrophage-mediated phagatytof many different
human blood cancer samples.
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The p value is a probability value, with valuesG&considered statistically significant versus colrtreatment. NS
indicates p>0.05, which is considered not statifiiicsignificant versus control treatment.

SIRPa — Minimal Red Blood Cell Binding - Competition

SIRRuFc competes directly with CD47 blocking antibodiesn Forty Seven Inc. (recently licensed from Stadf
University) and Celgene Corporation, both of whigtve entered early clinical development. Novimm8Aehas a
bispecific (anti-CD47/anti-CD19) antibody programpreclinical development. Vasculox is also devilgma

CD47 antibody. Alexo Therapeutics is developingated, high affinity SIRE2 monomers as adjuvants for use with
anti-cancer antibodies. Vasculox, Alexo Therapeuicd another company, OSE Immunotherapeuticsn dine
preclinical phase of development.

We believe that our approach of using SéR#Pe natural binding partner for CD47, may havpdnant advantages
over treatment with CD47-specific antibodies. IriRR015, we presented data at the 106th Americasogiation
for Cancer Research, or AACR, annual meeting detrativgy that our SIR&Fc fusion proteins exhibit minimal
binding to human red blood cells, or RBCs, compaoeahti-CD47 monoclonal antibodies.
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The figure below shows how SIRPc binding to human RBCs (n=43 donors) compardiseoCD47-specific
antibodies.
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While it is acknowledged that TTI-621 binds to humpdatelets and leukocytes, the very low RBC bigdginofile

of our SIRRIFc proteins may provide three important advantages CD47 blocking agents. First, there may be a
lower risk of experiencing drug-induced anemia v@tRRiFc. Second, SIRH-c may avoid being removed from
circulation by RBCs. Avoiding this “antigen-sinikf@ft” may result in more favourable drug levels pamed to
agents that bind strongly to RBCs. Third, antibedreat bind RBCs have the potential to interfertnéboratory
blood typing tests. The minimal binding of TTI-6&Lhuman RBCs may minimize this interference cormg@do
anti-CD47 antibodies.

Combination Therapy

We believe that SIREH-c enhancement of macrophage activity, and posSilalgll responses, could be synergistic
with other immune-mediated therapies. Publishedistuconducted by third parties provide evidene¢ 8iRRiFc
may be useful in combination with approved antiegarantibodies (e.g. Rituxan®, Herceptin®, Campath®
Erbitux®). Since many cancer antibodies work astiéa part by activating cells of the innate immwystem, it

may be possible to enhance the potency of thesegsagg blocking the negative “do not eat” CD47 sigimat

tumor cells deliver to macrophages. We hypothetsiaeSIRRFc may act synergistically with other immunological
agents, including T cell checkpoint inhibitors (gpgmbrolizumab and nivolumab), cancer vaccinesolgtic

viruses or chimeric antigen receptor, or CAR T<ell

BET Bromodomain Inhibitor (TTI-281)

Bromodomains recognize and bind to DNA-associatetems that have been epigenetically modified.sehe
“epigenetic readers” act as scaffolds for the rérent of proteins involved in the initiation of e expression.
Bromodomain-containing proteins regulate genespleat roles in proliferation, cell cycle progressiand
apoptosis. Members of the BET (bromodomain anchetetrminal) subfamily have been implicated in coltitng
the transcription of c-Myc, a proto-oncogene ttattdbutes to the pathogenesis of many cancerhdsiproven to
be difficult to target pharmacologically.

TTI-281 selectively binds the BET proteins BRD2,[BRand BRD4 and is 2-6 fold more potent than aitead
bromodomain inhibitor. It is strongly cytotoxic &ML cells but not to normal hematopoietic cellsdarversibly
suppresses the expression of c-Myc. TTI-281 haswdstrated oral efficacy in xenograft models of hama
leukemia and myeloma. We have initiated IND-ermabfpreclinical studies with TTI-281.
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EGFR Inhibitor

The epidermal growth factor receptor, or EGFR, wglidated drug target in oncology but the use GFR
inhibitors has been limited by two factors. Fitskicities can arise from indiscriminate reactiwtjth off-target
proteins. Second, the low central nervous syster@NS, penetration of existing EGFR inhibitors lisniheir use
for CNS indications such as glioblastoma multiforamel brain metastasis from lung cancer. The ingatnm of
Fluorine into small molecules is known to minimthe formation of highly reactive metabolites angbiove blood
brain barrier penetration and thus this strategytha potential to overcome the major limitatiohexisting EGFR
inhibitors.

We have a novel class of highly selective and paieadly available small molecule EGFR inhibitohait exhibit
potent in vitro activity comparable to approved EGRhibitors and improved brain penetration in riplét animal
species. Screening of second- and third-generht@n penetrant EGFR inhibitors is currently ingness as part of
our preclinical development program for this pradtandidate.

Immuno-oncology Targets Using Our Fluorine Chemisty Platform

Our medicinal chemistry platform uses proprietdnpfine-based chemistry to modify specific propestof
validated drug candidates to yield new chemicatiest We believe the potency and/or safety of keotisting
pharmacophores and historically inaccessible chamsteuctures may be enhanced using our technolégyumber
of compounds directed at undisclosed immuno-ongotargets are currently in the discovery phase.

Recent Developments
Acquisition of Fluorinov

On January 26, 2016, we acquired all the outstansliares of Fluorinov, a privately-held oncologynpany that
has developed a proprietary medicinal chemistrtfgrian using unique fluorine chemistry, which pesrtite
creation of new chemical entities from validatedgdr and drug candidates with improved pharmacabgic
properties, potentially leading to increased sadety efficacy. We expect Fluorinov’s fluorine-baségmistry
platform will provide us with an internal drug dis@ry engine. Fluorinov also has a preclinical [igeof
oncology assets including potent, orally-availablemodomain and proteasome inhibitors, as wedipgdermal
growth factor receptor antagonists with increagetdke in the brain, all of which have potential f@st-in-class
status.

We anticipate that future cancer treatments willbminated by combination therapies that may oftealve
combining biologics and small molecules. The adtjais of our own small molecule platform with oppamity for
oral drug delivery may provide us with new drugdidates that we may either develop in-house oficetse.
According to Wang et al. Chem Rev. 2014, 114 (@praximately 25% of all marketed drugs contain flne. The
benefits of fluorine include blocking sites of madtism to increase drug half-life and reduce tayidipophilicity
that improves oral absorption and blood brain leapenetration, and electronegativity that altéesnaical
properties to improve binding and potency. We helithat the Fluorinov acquisition de-risks us aiveigifies us
for the longer term.
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The acquisition date fair value of considerati@ngferred and the fair value of identifiable asaetgiired and
liabilities assumed are as follows:

$
Fair value of consideration paid:
Cash 10,000,000
Working capital adjustment (134,089)
Contingent consideration 1,750,000
11,615,911
Assets acquired:
Cash 291,078
Amount due from Fluorinov shareholders 36,886
Acquired technology 15,439,759
15,767,723
Liabilities assumed:
Accounts payable and accrued liabilities 462,138
Deferred tax liabilities 3,689,674
4,151,812
Net identifiable assets acquired 11,615,911

The upfront consideration for Fluorinov was $10,000 less the working capital deficiency curremttfimated to
be $134,089. At closing, the Company paid $9,5M0j6xash, applied $250,000 paid in fiscal 2015 atandstill
fee, and held back $150,000 until settlement ofitied working capital deficit, expected within mmmonths of the
closing.

The Company may also incur up to $35 million ofifet payments contingent on Trillium achieving certdinical
and regulatory milestones with an existing Fluovicompound. The amount of contingent considerataognized
by the Company as of the acquisition date was 100 and has been classified as other long-tedoilities on
the interim condensed consolidated statementsiahfiial position. The fair value of the contingeonsideration
was calculated using a discounted cash flow approslcere a risk-adjusted discount rate was appliddture cash
flows. Trillium also has an obligation to pay raygbayments on future sales of such compounds.

At Trillium’s discretion, up to 50% of the futur@tingent payments can be satisfied through theisse of
common shares of Trillium provided that the aggtegaumber of common shares issuable under suchgragm
will not exceed 1,558,447 common shares unlesebblter approval has first been obtained. In agiditany such
future share issuance remains subject to finala@gbifrom Trillium’s board of directors and recegdtany requisite
approvals under the applicable rules of the Tor@ttek Exchange and the NASDAQ Stock Market. Tnilihas
also committed to use commercially reasonable &ftormonetize Fluorinov’s central nervous systesets and
share 50% of the net proceeds with Fluorinov shadeins.

Acquisition costs incurred by the Company and idelliin general and administrative expenses for geded
December 31, 2015 and for the six months ended 30n2016, were approximately $174,671 and $106,887
respectively. From the date of the acquisitionunel30, 2016, Fluorinov contributed revenue ofinidl a loss of
$3,022,510. If the acquisition had occurred orudan1, 2016, the combined loss for the Companyhersix
months ended June 30, 2016 would be $14,864,467.

In connection with the acquisition, the Companywbklshed deferred tax liabilities related to thquired
identifiable intangible assets and determined tiete deferred tax liabilities exceeded the acdudeferred tax
assets. This allowed the Company to realize a defdax benefit of $3,689,674 by releasing the afadun
allowance associated with the Company’s overakkefl tax assets.
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Under IFRS, the acquisition of Fluorinov was coesétl a related party transaction as two Comparmrgtdirs were
determined to be related parties of Fluorinov. Goenpany director was a director of Fluorinov and ha
ownership position in Fluorinov at the time of aisifion of less than 2%, and the second directas avdirector of
an entity that was a beneficiary of a trust thas wahareholder and debenture holder of Fluorifibg.two
directors declared their conflict of interest abdtained from all discussions and decisions coimegthe Fluorinov
acquisition. Accordingly, the Company determineat tithe consideration paid on the acquisition wadenen terms
equivalent to those that prevail in arm’s lengdngactions.

Collaboration with University Health Network and ghHospital for Sick Children

We entered into a collaboration agreement with Brsity Health Network, or UHN, and the Hospital &ick
Children, or HSC, to fund and undertake a reseprogram entitled " SIR#Fc: Translating Genomics Research
Into a Novel Cancer Immunotherapy." This projecswaproved for funding by Genome Canada under the
Genomic Applications Partnership Program. In additiThe Ontario Ministry of Research and Innovat®n
supporting the project with a grant matching Gen@uaeada’s contribution, providing the collaboratigith a 3-
year budget of approximately $3.4 million. This neaatching funding will allow us to substantiallypand our
translational research efforts, focusing primaoityacute myeloid leukemia. Trillium’s contributitmthe overall
budget of this program is $886,000 in cash and $O8in kind over three years.

AACR Presentation

At the 107th Annual Meeting of the AACR in April 26 we presented data demonstrating that SFRBromotes
the phagocytosis of lymphoma cells by diverse tygfenacrophages. The studies also assessed thetinfpa
macrophage polarizing agents on drug activity aglihdated the role of different Fc gamma receptoromoting
tumor cell killing by SIRRRFc. Our data indicate that TTI-621enables all mploage subsets tested, including M2s,
to kill tumor cells. These results suggest that-8Z1 is able to convert otherwise pro-tumor maceggs into
efficient anti-tumor effector cells. Rather tharading M2 macrophages in the tumor microenvironmérgse data
support using TTI-621 to unleash their tumoricifiladction.

Plan of Operations

Our primary focus is the advancement of our Phadi@ital trial of SIRRFc in patients with advanced hematologic
malignancies. We are also planning future clintgals supported by our preclinical research indstdmors and in
combination studies.

Our bromodomain inhibitor has entered IND-enabfingclinical studies with the initiation of manufadhg. We
are also conducting preclinical development of@&FR program focused on identifying lead developgmen
candidates.

Legal Proceedings

To our knowledge, there have not been any legathtration proceedings, including those relatimdpankruptcy,
receivership or similar proceedings, those invajvamy third party, and governmental proceedingslipgnor
known to be contemplated, which may have, or hatkih the recent past, significant effect our fitiahposition
or profitability.

Also, to our knowledge, there have been no matpriadeedings in which any director, any memberofcr
management, or any of our affiliates is either dypadverse to us or any of our subsidiaries orehamterial
interest adverse to us or any of our subsidiaries.
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RESULTS OF OPERATIONS
For the three and six months ended June 30, 2016 &2015
Overview

Since inception, we have incurred losses while adva the research and development of our proddietsloss for
the three months ended June 30, 2016 of $7,603ya% higher than the loss of $5,568,564 for theetimenths
ended June 30, 2015. The net loss was higher dirdynto intangible asset amortization of $966,88%he
acquisition of Fluorinov intangible assets and biglesearch and development spending.

Net loss for the six months ended June 30, 2088 4f808,012 was higher than the loss of $10,238(&7the six
months ended June 30, 2015. The net loss wastttdgleemainly to a higher net foreign currency loks
$3,857,160 from holding US denominated cash witleakening US dollar, intangible asset amortizasiorount of
$1,660,191 on the acquisition of Fluorinov intafgiassets and higher research and developmentisgeiitiis
was partially offset by the recognition of a deéektax recovery in relation to the acquisition bfdfinov of
$3,689,674 where we released a portion of our irctar valuation adjustment to match a net defesardiability
that was created on the acquisition of Fluorinov.

Research and Development

Research and development expenses by programefoinrdie and six months ended June 30, 2016 andvi2éxEsas
follows:

Three months  Three months Six months Six months

ended ended ended endec

June 30, 2016 June 30, 2015 June 30, 2016 June 30, 201

$ $ $ $

SIRRuFc 4,532,766 4,709,316 9,754,263  8,692,03
Fluorinov compounds 1,894,588 - 3,022,510 -
Other 1,160 4,000 30,413 37,65¢
Total® 6,428,514 4,713,316 12,807,186  8,729,69

Note:

(1) Research and development expenditures in the ahblesinclude all direct and indirect costs for the
programs, personnel costs, intellectual propetgted costs net of recoveries including amortizgt&hare-
based compensation, and research and developmenhieawl, and is net of government assistance. Ribsear
and development overhead costs have been allowathd ppgrams based mainly on personnel time spel
the programs.

During 2016 and 2015, most of our resources weresed on the development of our SURE program. For the
six months ended June 30, 2016, SiRPresearch and development costs were highettiiessame period in the
prior year due mainly to costs related to the Pha$iaical trial, higher staffing, facility, anchare-based
compensation costs, and additional funding for lprieal collaborations partially offset by lowergalinical studies
and manufacturing costs. As Fluorinov was acquimethnuary 2016 there are no comparable amountsh&ix
months ended June 30, 2016, Fluorinov researctlilevelopment expenses included $1,660,191 for apadidn of
the acquired intangible assets, $575,065 for perdoelated costs and $787,254 for program and o#hated
costs.
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Components of research and development expens#gfthiree months ended June 30, 2016 and 2015asere
follows:

2016 2015

$ $

Research and development programs excluding tlsviiedms 3,067,040 2,865,808
Salaries, fees and short-term benefits 1,595,821 1,050,263
Share-based compensation 638,050 807,668
Amortization of intangible assets 975,617 84,837
Depreciation of property and equipment 173,221 16,271
Investment tax credits (21,235) (111,531)
6.428.514 4713316

Components of research and development expens#gfeix months ended June 30, 2016 and 2015 wsere a
follows:

2016 2015
$ $
Research and development programs excluding tlosviied ms 6,558,595 5,999,762
Salaries, fees and short-term benefits 2,990,726 1,717,667
Share-based compensation 1,349,878 1,059,979
Amortization of intangible assets 1,753,776 169,674
Depreciation of property and equipment 211,424 34,146
Investment tax credits (57,213) (251,531)
12,807,186 8.729.697

The increase in research and development prograsmegs for the three months ended June 30, 201éhave
same period last year was due mainly to higher &HeRlinical trial costs, preclinical work on theobmodomain
inhibitor and EGFR inhibitor programs, additiondR8uFc preclinical collaborations, and new facility tns
partially offset by lower SIR&~c preclinical study and manufacturing costs. $edafees and short-term benefits
increased in the three months ended June 30, 208 échigher staffing and salaries compared ts#mee period in
2015. Share-based compensation decreased due nwaiahyger average vesting terms for options gihiniehe
three months ended June 30, 2016 compared to e gariod in 2015. Amortization of intangible assetreased
due mainly to $966,869 of expense for the threethmanded June 30, 2016 related to the recentlyirach
Fluorinov intellectual property. Tax credits weoaver for the three months ended June 30, 2016 cmdpa the
same quarter of 2015 as the Company is ineligineértain refundable Ontario tax credits in 2016.

The increase in research and development prograemses for the six months ended June 30, 2016loyesame
period last year was due mainly to higher SdR®clinical trial costs, preclinical work on theobmodomain
inhibitor and EGFR inhibitor programs, additionéR8aFc preclinical collaborations, and new facility t0s
partially offset by lower SIR&Fc preclinical study and manufacturing costs. $edafees and short-term benefits
increased in the six months ended June 30, 2016ochigher staffing and salaries compared to tineesperiod in
2015. Share-based compensation increased due naiallfigher number of options granted in the sbnths
ended June 30, 2016 compared to the same per@lldéf Amortization of intangible assets increasael whainly
to $1,660,191 of expense for the six months ended 30, 2016 related to the recently acquired koor
intellectual property. Tax credits were lower fbe tsix months ended June 30, 2016 compared tathe period of
2015 as the Company is ineligible for certain refasle Ontario tax credits in 2016.
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General and Administrative

Components of general and administrative expersdabé three months ended June 30, 2016 and 20base
follows:

2016 2015

$ $

General and administrative expenses excluding ¢éf@bitems 388,084 442,369
Salaries, fees and short-term benefits 305,075 175,807
Deferred share units for director compensation 135,000 300,000
Share-based compensation 118,733 48,262
946,892 966,438

Components of general and administrative expersefé six months ended June 30, 2016 and 2015agere
follows:

2016 2015

$ $

General and administrative expenses excluding ¢éf@bitems 922,071 732,839
Salaries, fees and short-term benefits 574,904 431,039
Deferred share units for director compensation 270,000 300,000
Share-based compensation 217,434 107,379
1,984,409 1571257

General and administrative costs for the three hmoahded June 30, 2016 were lower than the comparebr
year period due mainly to lower professional f&slaries, fees and short-term benefits increasttkithree
months ended June 30, 2016 compared to the samoel rethe prior year due to higher administratstaffing. The
expense for deferred share units for the three Insogrided June 30, 2016 was lower than the san@perihe
prior year due to the timing of granting of compaitn to directors. Share-based compensation isetedue
mainly to a higher number of options granted ingixemonths ended June 30, 2016 compared to the panod of
2015.

General and administrative costs for the six mosetided June 30, 2016 were higher than the compapaiolr year
period due mainly to higher professional fees iditlg expenses related to the acquisition of Fluorirsalaries,
fees and short-term benefits increased in the tim@&hs ended June 30, 2016 compared to the sanoe pethe
prior year due to higher administrative staffin@peTexpense for deferred share units for the thisths ended
June 30, 2016 was lower than the same period ipribeyear due to the timing of granting of comgation to
directors. Share-based compensation increased dindyrto a higher number of options granted inghemonths
ended June 30, 2016 compared to the same perizoil6f

Finance income and costs

Finance income for the three months ended Jun2@®® was lower than the comparable period of ther gear
due to no foreign currency gains and lower inteiresime on lower average cash balances. Finanoenedor the
six months ended June 30, 2016 was higher thapribeyear comparable period due mainly to higherage cash
balances in the current year.
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Components of finance cost for the three monthe@ddne 30, 2016 and 2015 were as follows:

2016 2015

$ $

Bank charges 4,830 2,265
Accreted interest 16,554 18,387
Net foreign currency loss 302,864 -
324.248 20.652

Components of finance cost for the six months elddie@ 30, 2016 and 2015 were as follows:

2016 2015

$ $

Bank charges 9,463 4,328
Accreted interest 33,656 37,280
Net foreign currency loss 3,857,160 75,977
3.900.279 117.585

Finance costs for the three and six months endee 30, 2016 were higher than the same periodsiprilor year
due mainly to a larger net foreign currency lossrfholding larger U.S. dollar denominated cashrizda with a
weakening U.S. dollar versus the Canadian dollar.

Liquidity and Capital Resources
Cash, working capital, and debt

Since inception, we have financed our operatiomagily from sales of equity, proceeds from thereise of
warrants and stock options, and from interest iree@m funds available for investment. Our primaryitzd needs
are for funds to support our scientific researcth development activities including staffing, faids,
manufacturing, preclinical studies and clinicahlsi administrative costs and for working capital.

We have experienced operating losses and caslowatftom operations since incorporation, will regudngoing
financing in order to continue our research ancettgpment activities, and we have not earned sicanifi revenue
or reached successful commercialization of our petsd Our future operations are dependent upomloility to
finance our cash requirements which will allow agobntinue our research and development acti\atiesthe
commercialization of our products. There can basgurance that we will be successful in contintiniinance our
operations.

On April 7, 2015, we completed an underwritten pubffering of common shares and non-voting conltat
preferred shares in the United States. In theioffewe sold 1,750,754 common shares and 1,07 560@s Il
Non-Voting Convertible First Preferred Shares ptiee of U.S. $19.50 per share, including 228,3&&mon
shares sold pursuant to the full exercise of thrdennriters’ option to purchase additional commoarsebk. The gross
proceeds from this offering were $68,875,067 ($5%,153,000) before deducting offering expenseiicd13,443.

The Series Il Non-Voting Convertible First Preferi@hares sold in the offering are non-voting amdcanvertible
into common shares, on a one-for-one basis (sutjexdjustment), at any time at the option of thklér, subject to
certain restrictions on conversion. Holders mayaustvert Series Il Non-Voting Convertible First fereed Shares
into common shares if, after giving effect to tixereise of conversion, the holder and its joinbextvould have
beneficial ownership or direction or control overmamon shares in excess of 4.99% of the then oulistgn
common shares. This limit may be raised at theoopif the holder on 61 days’ prior written noti¢g:up to 9.99%,

- 15 -



TRILLIUM THERAPEUTICS INC.

Management’s Discussion and Analysis

(i) up to 19.99%, subject to clearance of a peasarformation form submitted by the holder to feronto Stock
Exchange, and (iii) above 19.99%, subject to apgrby the Toronto Stock Exchange and shareholdamoapl.

On May 29, 2015, we filed a base shelf prospecitls thve British Columbia, Alberta, Manitoba, Ontaend Nova
Scotia securities commissions in Canada and a Fetfregistration statement with the United St&esurities
and Exchange Commission, or SEC, that providesabanay sell under the prospectus from time to tiwer the
following 25 months up to U.S. $100 million, in ooemore offerings, of common shares, First Prefitshares,
warrants to purchase common shares, or units cemgra combination of common shares, First Prefeshares
and/or warrants.

Our cash and cash equivalents and working cagithiree 30, 2016 were $60,069,740 and $57,836,268,
respectively compared to $86,770,542 and $85,3691@4pectively at December 31, 2015. The decriedseth
cash and working capital was due mainly to net gasth on the purchase of Fluorinov of approxima&dyé
million, $2.6 million of capital purchases mainblated to leasehold improvements, laboratory egeignand
furniture for our new office and laboratory fagjlitash used in operations of approximately $10lBomand a net
foreign exchange loss on cash of $3.8 million. Aods payable and accrued liabilities as at Jun@@D6 of
$3,948,366 were higher than the balance of $3,233af December 31, 2015 due mainly to the timingayiments
for clinical and manufacturing contracts and cdmtpiipment purchases, partially offset by the paytof accrued
bonus compensation. Amounts receivable as at Jun2036 of $1,014,690 was comparable to the ammiunt
$974,822 at December 31, 2015.

Trillium is indebted to the Federal Economic Deyatent Agency for Southern Ontario under a non-a@ger
bearing contribution agreement and is making mgmibayments of $9,586 through November 2019. Akiné
30, 2016 and December 31, 2015, the balance releayals $383,419 and $440,935, respectively. The pagable
was discounted using an estimated market inteagsiof 15%. Interest expense accretes on the disetdlpan
amount until it reaches its face value at maturity.

As at June 30, 2016 and December 31, 2015, we Hateared lease inducement of $439,340 and $348,205
respectively, for a new facility lease. The induesirbenefit will be recognized over the expectenhtef the lease.

As at June 30, 2016 and December 31, 2015, we latyaerm liability of $1,750,000 and nil, respeety, related
to contingent consideration on the acquisition labRnov and a long-term liability of $58,404 an@0$109,
respectively, related to certain discontinued tetbgies.

Cash flows from operating activities

Cash used in operating activities increased toBIQN93 for the six months ended June 30, 2016paced to
$9,403,113 for the six months ended June 30, 201é& mainly to higher research and development esqseand
unrealized foreign exchange losses on cash inutrert year.

Cash flows from investing activities

Cash used in investing activities totaled $12,18% fr the six months ended June 30, 2016, cordpar§99,344
for the six months ended June 30, 2015. The inereas due mainly to the purchase of Fluorinov aapital
purchases related to our new laboratory and officities.

Cash flows from financing activities
Cash provided by financing activities totaled $25,3or the six months ended June 30, 2016, comgared

$72,872,680 for the six months ended June 30, ZDM& decrease for the six months ended June 36,284 due
mainly to the issuance of share capital in the 28drfod and none in 2016.

-16 -



TRILLIUM THERAPEUTICS INC.

Management’s Discussion and Analysis

Contractual Obligations and Contingencies

We enter into research, development and licensseaggnts in the ordinary course of business wheneegeve
research services and rights to proprietary tecyies. Milestone and royalty payments that may trexcdue under
various agreements are dependent on, among ottterdaclinical trials, regulatory approvals antmétely the
successful development of a new drug, the outcarddieing of which is uncertain.

Under the license agreement for StRe, we have future contingent milestones payab&36{000 related to
successful patent grants, $200,000 and $300,0@0e0iirst patient dosed in Phase Il and 11l clinicals
respectively, and regulatory milestones on thest fichievement totalling $5,000,000.We are algoired to pay
20% of any sublicensing revenues to the licensorthe first $50 million of sublicensing revenuesd gay 15% of
any sublicensing revenues to the licensors aftefitst $50 million of sublicensing revenue receive

Under two agreements with Catalent pursuant to livivie acquired the right to use a proprietary exgoessystem
for the manufacture of two SIRFc constructs, we have future contingent milestamepre-marketing approval of
up to U.S. $875,000 and aggregate sales milestayragnts of up to U.S. $28.8 million for each agreein

In connection with our acquisition of all the oatstling shares of Fluorinov, we are obligated toyayo $35
million of additional future payments that are éogént on us achieving certain clinical and reguiamilestones
with an existing Fluorinov compound. We will alsave an obligation to pay royalty payments on fisales of
such compounds.

We periodically enter into research and licenseagents with third parties that include indemntfma provisions
customary in the industry. These guarantees giynegguire us to compensate the other party foraie damages
and costs incurred as a result of claims arisiomfresearch and development activities undertayer bn our
behalf. In some cases, the maximum potential atnoiuinture payments that could be required untiesé
indemnification provisions could be unlimited. Beandemnification provisions generally surviveraration of
the underlying agreement. The nature of the indeation obligations prevents us from making as@zable
estimate of the maximum potential amount it codd&quired to pay. Historically, we have not madg
indemnification payments under such agreementsaraimount has been accrued in our consolidateddiab
statements with respect to these indemnificatidigations.

Other than as disclosed below, we did not havecanjractual obligations relating to long-term debligations,

capital (finance) lease obligations, operatingéealsligations, purchase obligations or other lagvgrtliabilities
reflected on our balance sheet as at June 30, 2016:

Payment due by period

Less than 1to3 3to5 More than
Contractual Obligations®® Total lyear years years 5 years
Long-Term Debt Obligatior........... $ 383,419 $ 105,446 $ 230,064 $ 47,909 $ -
Capital (Finance) Lease Obligations... - - - - -
Operating Lease Obligatidfis........... 2,371,612 233,323 473,395 502,402 1,162,492
Purchase Obligatiofis....................... 9,456,702 5,502,688 3,954,014 - -
Other Long-Term Liabilities
Reflected on our Balance Shéet..... 2,048,200 239,796 58,404 1,409,810 340,190

$ 14,259,933 $ 6,081,253 $ 4,715,877 $ 1,960,121 $ 1,502,682
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Notes:

(1) Contractual obligations in the above table dbinclude amounts in accounts payable and accrued
liabilities on our balance sheet as at June 306 28&nual technology license fees currently
approximating $50,000 are not included in the aliatbée.

(2) Contingent milestones under the UHN licenseagrent and the Catalent expression system
agreements are not included in the above table.

(3) Amounts due to FedDev repayable in equal mgrittgtallments of $9,586 through November 2019.

(4) Includes operating lease obligations for labmmaand office facilities.

(5) Purchase obligations include all non-cancedlafaintracts, and all cancellable contracts withO$100
or greater remaining committed at the period eotliding agreements related to the conduct of our
TTI-621 Phase I clinical trial, preclinical collatations and manufacturing activities.

(6) Includes $1,750,000 of contingent consideratelated to potential future payments of up to $35
million based on the achievement of clinical angufatory milestones with an existing
Fluorinov compound. Amount also includes a liapitiélated to an earlier terminated program.

Description of Share Capital

The continuity of the number of our issued and tamiding common and preferred shares for the yededen
December 31, 2015, the six months ended June 36, 20d to the date of this MD&A is presented below

Number of Series | Number of Series Il Number of

Preferred Sharés Preferred Shar@s Common Shares
Balance at December 31, 2014 69,504,689 - 4,427,244
Issued on exercise of stock options - - 6,666
Issued on exercise of warrants - - 1,087,603
Issued in public offering - 1,077,605 1,750,754
Preferred shares converted to common shares @.31Q) - 523,870
Balance at December 31, 2015 53,788,579 1,077,605 , 796,137
Preferred shares converted to common shares 52,3 - 18,746
Balance at June 30, 2016 and the date of this MD&A 53.226.191 1.077.605 7.814 883

Notes:
(1) Convertible at a ratio of 30 Series | Preferredr8sdor one common share.
(2) Convertible at a ratio of one Series |l Preferrédr® for one common share.

Share capital issued — for the six months ended 880, 2016

During the six months ended June 30, 2016, 5623 8ks | First Preferred Shares were convertedli8f646
common shares.

Share capital issued for the year ended December 31, 2015

On April 7, 2015, we completed an underwritten pubffering of common shares and non-voting conltat
preferred shares in the United States. In theioffewe sold 1,750,754 common shares and 1,07 75e0gs
Non-Voting Convertible First Preferred Shares ptiee of U.S. $19.50 per share, including 228,3&®mon
shares sold pursuant to the full exercise of traeonriters’ option to purchase additional commoarsk. The gross
proceeds from this offering were $68,875,067 ($5%,153,000) before deducting offering expenseiicd13,443.

During the year ended December 31, 2015, 1,08%668non shares were issued on the exercise of 32528
warrants for proceeds of $9,515,154 and 6,666 siptikns were exercised for proceeds of $49,995.

During the year ended December 31, 2015, 15,716&¢t@s | First Preferred Shares were convertedins,870
common shares.
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Warrants

The continuity of the number of issued and outstamdvarrants for the year ended December 31, 20i#5six
months ended June 30, 2016, and to the date dfMDi&A is presented below:

Number of

Warrants

Balance at December 31, 2014 138,724,781
Exercised (32,628,425)
Balance at December 31, 2015, June 30, 2016 ardhtbeof this MD&A 106.096.356

The following table shows the number of warrantstanding, the exercise prices, and the numbeomiton
shares issuable on exercise of the warrants anekéireise price per common share for 30 warranisirz 30,
2016:

Number of Exercise
Common shares Price per
Number of Exercise Issuable  Common Share
Expiry dates Warrants Price on Exercise (30 Warrants)
March 15, 2018 9,213,780 $0.40 307,126 $12.00
March 27, 2018 300,000 $0.40 10,000 $12.00
December 13, 2018 96,582,576  $0.28 3,219,419 $8.40
Total 106.096.356 3.536.545

Our board of directors authorized or ratified thguiances of the warrants set forth in the tableeabad the
issuance of one common share upon the due exerfaisery 30 warrants in accordance with its terms the
receipt by us of the designated exercise pricelgaya respect of the share prior to the time qfigxon the
designated expiry date.

Stock Options

The 2016 Stock Option Plan was approved by the @miyip shareholders at the annual meeting held onMa
2016. Options granted are equity-settled, havestingperiod of four years and have a maximum teften years.
The total number of common shares available faraisse under the 2016 Stock Option Plan is 1,894 A9 At
June 30, 2016, the Company was entitled to isswlditional 612,587 stock options under the 20b8KOption
Plan.
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The continuity of the number of issued and outstamdtock options for the year ended December 8152the six
months ended June 30, 2016, and to the date dfDi&A is presented below:

Number of Weighted Average
Options Exercise Price
Balance at December 31, 2014 590,141 9.76
Granted 347,359 21.40
Exercised (6,666) 7.50
Cancelled/forfeited (3,000) 30.00
Balance at December 31, 2015 927,834 14.07
Granted 316,459 13.85
Forfeited (12,500) 28.52
Expired (1,667) 30.00
Balance at June 30, 2016 1,230,126 13.84
Granted 3,000 11.44
Balance at the date of this MD&A 1,233,126 $13.84

Deferred Share Unit Plan

The shareholders of the Company approved the 2@fdrizd Share Unit Plan, or the 2014 DSU Plan, ay ®¥,
2014 and the reservation for issuance of up to&a6g@mmon shares under the plan. DSUs grantedyait/e
settled. There were 23,011 DSUs issued during ¢ae gnded December 31, 2015 and no DSUs issuethdbe
six months ended June 30, 2016 for payment of wirg’cfees. A total of 51,788 DSUs were outstandisgt June
30, 2016.

Fully Diluted Share Capital

The number of issued and outstanding common shaeegs | First Preferred Shares, Series |l FirstdPred Shares,
warrants, stock options and DSUs on a fully coreceldasis as at June 30, 2016 was as follows:

Number of common
share equivalents

Common shares 7,814,883
Series | First Preferred Shares 1,774,206
Series Il First Preferred Shares 1,077,605
Warrants 3,536,545
Stock options 1,230,126
Deferred share units 51,788
Total 15,485,153

Trend Information

Historical patterns of expenditures cannot be tadeean indication of future expenditures. The arhand timing
of expenditures and therefore liquidity and capislources vary substantially from period to pedegdending on
the number of research and development programg logidertaken at any one time, the stage of theldement
programs, the timing of significant expendituresrfanufacturing, toxicology and pharmacology stadiad
clinical trials, and the availability of fundingdim investors and prospective commercial partners.
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Selected Quarterly Financial Information

Q2-2016 Q1-2016
2016 $ $
Revenue - -
Research and development 6,428,514 6,378,672
expenses
General and administrative 946,892 1,037,517
expenses
Net loss for the period 7,603,277 7,204,735
Basic and diluted net loss pe 0.97 0.92
share
Cash and cash equivalents 60,069,740 65,843,711
Q4-2015 Q3-2015 Q2-2015 Q1-2015
2015 $ $ $ $
Revenue . 1 . :
Research and development 4,365,583 4,954,811 4,713,316 4,016,381
expenses
General and administrative 891,541 721,549 966,438 604,819
expenses
Net loss for the period 2,988,843 1,505,979 5,588,5 4,670,313
Basic and diluted net loss pe 0.40 0.21 0.80 0.98
share
Cash 86,770,542 89,082,852 89,545,097 25,702,189
Q4-2014 Q3-2014 Q2-2014 Q1-2014
2014 $ $ $ $
Revenue - - - E
Research and development 3,834,947 2,089,97Y 3,105,402 1,565,482
expenses
General and administrative 439,846 500,072 1,075,961 561,581
expenses
Net loss for the period 4,214,862 2,526,5 4,100,3 2,040,060
Basic and diluted net loss pe 0.97 0.60 0.99 0.50
share
Cash 26,165,056 27,754,378 30,041,001 31,864,387

Research and development expenses increased thi20dgtas the SIRF-c development program progressed and
were higher in 2015 due to higher costs associatibdIND-enabling toxicology studies, preparing D
submission and initiating the Phase | clinicalltfResearch and development expenses increas€d éhduie to the
costs of the Phase | trial and addition of Fluovipooduct development. Research and developmeminsgs for
the second quarter of 2014 were higher due to higbe-cash share-based compensation and the ré&ioogoii an
impairment charge on return of the tigecycline tsghack to UHN. General and administrative expefaethe
second quarter of 2014 were higher due mainly gbéti non-cash share-based compensation expenseesiad
associated with migrating to the TSX. General afhhiaistrative costs for the second quarter of 28&8Be higher
than the first quarter of 2015 due mainly to theu@nce of DSUs for director fees. The net lossHerthird and
fourth quarters of 2015 were lower due mainly tofoeeign exchange gains of $4,019,251 and $2,263,4
respectively, that resulted mainly from holding UdBnominated cash with a strengthening U.S. deftahange
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rate. The net loss for the first quarter of 2016 Wwigher due mainly to a net foreign currency lufs$3,554,296
from holding US denominated cash with a weakenifgddllar, the addition of intangible asset amotimain the
amount of $693,322 on the acquisition of Fluorimttangible assets and higher research and develdpme
spending. This was partially offset by the recdgnibf a deferred tax recovery in relation to tkgusition of
Fluorinov of $3,689,674 where we released a powioour income tax valuation adjustment to mateteadeferred
tax liability that was created on the acquisitidrirluorinov.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieaithaive, or are reasonably likely to have, a otwe future
effect on our financial condition, revenues or enges, results of operations, liquidity, capitalengtures or
capital resources that are material to investors.

Quantitative & Qualitative Disclosures About Market Risk

Currency risk

We are exposed to currency risk related to thedhton of foreign exchange rates and the degreelafility of
those rates. Currency risk results mainly fromG@eenpany’s expenses and working capital denominated
currencies other than the Canadian dollar, whiehpaimarily in U.S. dollars. As at June 30, 2016 8ecember
31, 2015, we held U.S. dollar cash and cash earitsin the amount of U.S. $40,820,835 and U.S,5844591
and had U.S. dollar denominated accounts payall@etrued liabilities in the amount of U.S. $1,%6%, and U.S.
$1,033,319, respectively. Therefore, a 1% changlearforeign exchange rate would have a net impadinance
costs as at June 30, 2016 and December 31, 208526{557 and $556,377, respectively.

U.S. dollar expenses for the six months ended 30n2016 and 2015 were approximately U.S. $3,4Z0:0@
U.S. $3,900,000, respectively. Varying the U.S haxge rate for the six months ended June 30, 20d @15 to
reflect a 5% strengthening of the Canadian dollawldl have decreased the net loss by approximagdy,$34 and
$240,848, respectively, assuming that all otheiatédes remained constant.

Implications of Being an Emerging Growth Company

We are an “emerging growth company” under the Uuspstart Our Business Startups Act of 2012, od@®BS
Act, and will continue to qualify as an “emerginggth company” until the earliest to occur of: {ag last day of
the fiscal year during which we have total annuakg revenues of $1,000,000,000 (as such amoumddsed for
inflation every 5 years by the SEC) or more; (& ldist day of our fiscal year following the fifthraversary of the
date of the first sale of our common shares putsioasn effective registration statement underSbeurities Act;
(c) the date on which we have, during the previdysar period, issued more than $1,000,000,0001R n
convertible debt; or (d) the date on which we aerded to be a “large accelerated filer”, as defindRlule 12b-2
of the Exchange Act.

Generally, a company that registers any classadturities under Section 12 of the Exchange s\aquired to
include in the second and all subsequent annuattefiled by it under the Exchange Act, a managgmeport on
internal control over financial reporting and, ®dijto an exemption available to companies that theedefinition
of a “smaller reporting company” in Rule 12b-2 unttee Exchange Act, an auditor attestation report o
management’s assessment of the company’s inteonédat over financial reporting. However, for smdpas we
continue to qualify as an emerging growth compaveywill be exempt from the requirement to includesaiditor
attestation report in our annual reports filed urttle Exchange Act, even if we do not qualify dsraaller
reporting company”. In addition, Section 103(a)§8jhe Sarbanes-Oxley Act of 2002, or the Sarb&dsy Act,
has been amended by the JOBS Act to provide thaing other things, auditors of an emerging grovatimgany
are exempt from any rules of the Public Companyointing Oversight Board requiring mandatory auidihf
rotation or a supplement to the auditor’s repositich the auditor would be required to provideitiddal
information about the audit and the financial stegats of the company.
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Any U.S. domestic issuer that is an emerging graxgtimpany is able to avail itself of the reducectldisure
obligations regarding executive compensation ifogke reports and proxy statements, and to notgmtet® its
shareholders a non-binding advisory vote on exeewtbmpensation, obtain approval of any goldengbariz
payments not previously approved, or present tlaioaship between executive compensation actyelgt and
our financial performance. So long as we are adarprivate issuer, we are not subject to suchirements, and
will not become subject to such requirements ef/@reiwere to cease to be an emerging growth company

As a reporting issuer under the securities legstadf the Canadian provinces of Ontario, Britishl@nbia,
Manitoba, Nova Scotia and Alberta, we are requicecomply with all new or revised accounting standdahat
apply to Canadian public companies. Pursuant tti&@et07(b) of the JOBS Act, an emerging growth pany
may elect to utilize an extended transition pefmdcomplying with new or revised accounting stanagafor public
companies until such standards apply to privatepeonies. We have elected not to utilize this extdridensition
period.

Critical Accounting Estimates

The preparation of financial statements in conftymiith IFRS requires management to make judgmestinates
and assumptions that affect the application of aeting policies and the reported amounts of assaddiabilities,
revenue and expenses and the related disclosucestifigent assets and liabilities and the deteatiton of the
Company’s ability to continue as a going concefwtual results could differ materially from thessimates and
assumptions. The Company reviews its estimatesiaddrlying assumptions on an ongoing basis. Remssare
recognized in the period in which the estimategavesed and may impact future periods.

The areas involving a higher degree of judgmemoonplexity, or areas where assumptions and estinaaie
significant to the financial statements have bestrogt in note 2 of our annual audited consolidéiteshcial
statements for the year ended December 31, 2018@ed of our unaudited interim condensed conatsidl
financial statements for the three and six monttied June 30, 2016.

Accounting Policies

Our significant accounting policies are outlinedim annual audited consolidated financial statesfem the year
ended December 31, 2015. This MD&A should be reazbnjunction with the annual audited consolidated
financial statements for the year ended Decembg2@15.

New standards and interpretations not yet effective
IAS 7, Satement of Cash Flows

In February 2016, the IASB issued amendments todASatement of Cash Flows, or IAS 7, which requires
entities to provide disclosures that enable invsgio evaluate changes in liabilities arising friimancing activities,
including changes arising from cash flows and nashocchanges. The IAS 7 amendments are effectivenfwual
periods beginning on or after January 1, 2017. Cbmpany is reviewing the standard to determinertipact that
the adoption of this standard may have on the utedithterim condensed consolidated financial statets.

IFRS 9,Financial Instruments

In October 2010, the IASB published amendment§&RS 9,Financial Instruments, or IFRS 9, which provides
added guidance on the classification and measuteshénancial liabilities. In July 2014, the IASBsued its final
version of IFRS 9, which completes the classifmatnd measurement, impairment and hedge accoutiases of
the IASB’s project to replace IAS 3Binancial Instruments: Recognition and Measurement. The final standard is
mandatorily effective for annual periods beginnimgor after January 1, 2018, with earlier applmatermitted.
The Company is reviewing the standard to deterrtisémpact that the adoption of this standard nsselon the
unaudited interim condensed consolidated finarst&tements.
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IFRS 15,Revenue from Contracts with Customers

In May 2014, the IASB issued IFRS Fgvenue from Contracts with Customers, or IFRS 15, which covers
principles for reporting about the nature, amotinting and uncertainty of revenue and cash flovisirag from
contracts with customers. IFRS 15 is effectivedonual periods beginning on or after January 1828htities will
transition following either a full or modified reispective approach. The Company is reviewing tdwedsrd to
determine the impact that the adoption of thisddath may have on the unaudited interim condensesiotidated
financial statements.

IFRS 16,Leases

In January 2016, the IASB has issued IFRSLE&ses, or IFRS 16, its new leases standard that regléssges to
recognize assets and liabilities for most leasethein balance sheets. Lessees applying IFRS 1&awk a single
accounting model for all leases, with certain exgeoms. The new standard will be effective for arimexiods
beginning on or after January 1, 2019 with limieadly application permitted. The Company has nobggun the
process of evaluating the impact of this standarthe unaudited interim condensed consolidateahfitah
statements.

Other accounting standards or amendments to egiatinounting standards that have been issuedabatfhture
effective dates, are either not applicable or ateerpected to have a significant impact on ouditad interim
condensed consolidated financial statements. Thep@oy assesses the impact of adoption of futurelatds on
its unaudited interim condensed consolidated fir@mstatements, but does not anticipate significiiainges in
2016.

RISK FACTORS

The following information sets forth material risks and uncertainties that may affect our business, including our
future financing and operating results and could cause our actual results to differ materially from those contained

in forward-looking statements we have made in this MD&A. The risks and uncertainties below are not the only ones
we face. Additional risks and uncertainties not presently known to us or that we believe to be immaterial may also
adversely affect our business. Further, if we fail to meet the expectations of the public market in any given period,
the market price of our common shares could decline. We operate in a highly competitive environment that involves
significant risks and uncertainties, some of which are outside of our control.

Risks Related to Our Financial Position and Need foAdditional Capital
We expect to incur future losses and we may nevexdme profitable.

We have incurred losses of $14.8 million, $14.7iariland $12.9 million for the six months ended€)30, 2016

and for the years ended December 31, 2015, and 2&€dgectively, and expect to incur an operatisg for the

year ending December 31, 2016. We have an accuedutigficit since inception through June 30, 201$84f.1
million. We believe that operating losses will done as we are planning to incur significant cestsociated with
the clinical development of SIRFPc. Our net losses have had and will continue telza adverse effect on, among
other things, our shareholders’ equity, total asaatl working capital. We expect that losses Wiithiate from
guarter to quarter and year to year, and that Buctuations may be substantial. We cannot preslfen we will
become profitable, if at all.

We will require additional capital to finance ourpgerations, which may not be available to us on gutzdble
terms, or at all. As a result, we may not compl#ie development and commercialization of our prodluc
candidates or develop new product candidates.

As a research and development company, our opesatiave consumed substantial amounts of cash since
inception. We expect to spend substantial funa®otdinue the research, development and testingiopmduct
candidates and to prepare to commercialize produdtect to FDA approval in the U.S. and similaprayals in
other jurisdictions. We will also require signifitaadditional funds if we expand the scope of aurent clinical
plans or if we were to acquire any new assets dudrece their development. Therefore, for the fazabée future,
we will have to fund all of our operations and depenent expenditures from cash on hand, equityebt d
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financings, through collaborations with other basteology or pharmaceutical companies or througanfaings
from other sources. We expect that our existind) @asl cash equivalents at June 30, 2016 of $6@,06 yill
enable us to fund our current operating plan reguénts for at least the next twelve months. Add#ldinancing
will be required to meet our long term liquidityeds. If we do not succeed in raising additionatiBion acceptable
terms, we might not be able to complete plannedlipieal studies and clinical trials or pursue ardain approval
of any product candidates from the FDA and othguleory authorities. It is possible that futuneafncing will not
be available or, if available, may not be on fabbeaerms. The availability of financing will befe€ted by the
achievement of our corporate goals, the resulssientific and clinical research, the ability tat@h regulatory
approvals, the state of the capital markets gelyeaatl with particular reference to drug developh@mmpanies,
the status of strategic alliance agreements aret otfevant commercial considerations. If adeqfiatding is not
available, we may be required to delay, reducdimirgate one or more of our product developmengpams, or
obtain funds through corporate partners or othdrs may require us to relinquish significant rigtitegoroduct
candidates or obtain funds on less favorable t¢hanrs we would otherwise accept. To the extentelsdrnal
sources of capital become limited or unavailablavailable on onerous terms, our intangible asssdsour ability
to continue our clinical development plans may lbeedmpaired, and our assets, liabilities, busini@sancial
condition and results of operations may be matgraaladversely affected.

We currently have no product revenue and will na bBble to maintain our operations and research and
development without additional funding.

To date, we have generated no product revenueambtpredict when and if we will generate prodesenue.
Our ability to generate product revenue and ultétydbecome profitable depends upon our abilitynalor with
partners, to successfully develop our product aatds, obtain regulatory approval, and commer@glioducts,
including any of our current product candidatespthier product candidates that we may develogcenke or
acquire in the future. We do not anticipate geregatevenue from the sale of products for the feeable future.
We expect our research and development expengesréase in connection with our ongoing activitigatticularly
as we advance our product candidates through alitrials.

We are exposed to the financial risk related to tigctuation of foreign exchange rates and the degs of
volatility of those rates.

We may be adversely affected by foreign currenggtflations. To date, we have been primarily furitheolugh
issuances of equity, proceeds from the exerciseaofants and stock options and from interest incoménds
available for investment, which are all denomindieth in Canadian and U.S. dollars. Also, a grovpngion of
our expenditures are in U.S. dollars, and we ageefore subject to foreign currency fluctuationsgalihmay, from
time to time, impact our financial position anduks of operations.

Risks Related to Our Business and Our Industry

Our prospects depend on the success of our prodactdidates which are at early stages of developmand we
may not generate revenue for several years, if lhtfeom these products.

Given the early stage of our product developmeatcan make no assurance that our research ancdmesit
programs will result in regulatory approval or coergially viable products. To achieve profitable @imns, we,
alone or with others, must successfully develom gegulatory approval, and market our future pigduwWe
currently have no products that have been apprbydlle U.S. Food and Drug Administration, or FDAgdtth
Canada, or HC, or any similar regulatory authoriiy.obtain regulatory approvals for our productdidates being
developed and to achieve commercial success, @litrials must demonstrate that the product canegare safe
for human use and that they demonstrate efficadyileMe have commenced a Phase | trial for SIRP we have
not yet completed a Phase | clinical trial or sgjosmt required clinical trials for any of our praticandidates.

Many product candidates never reach the stagerital testing and even those that do have onipallschance of
successfully completing clinical development anthigg regulatory approval. Product candidates naalyfér a
number of reasons, including, but not limited teiny unsafe for human use or due to the failurgréeide
therapeutic benefits equal to or better than thedstrd of treatment at the time of testing. Un&attsry results

-25 -



TRILLIUM THERAPEUTICS INC.

Management’s Discussion and Analysis

obtained from a particular study relating to a aesk and development program may cause us or dabooators
to abandon commitments to that program. Positisalte of early preclinical research may not bedatie of the
results that will be obtained in later stages @fcfinical or clinical research. Similarly, positivesults from early-
stage clinical trials may not be indicative of feafole outcomes in later-stage clinical trials. Ve make no
assurance that any future studies, if undertakéhyield favorable results.

We recently acquired several preclinical and discpvesearch programs in our acquisition of Flumrjrincluding
certain assets relating to the treatment of cenralous system disorders. While we conducted siktertue
diligence before making this acquisition, our ass@mnt of the Fluorinov technologies may not be emteu
Therefore, our expectations about whether varitingal and regulatory milestones with an existfgorinov
compound or development of a future program orFberinov development platform will be achieved nmt be
borne out fully or at all. We have made a committieruse commercially reasonable efforts to moeétie
Fluorinov central nervous system assets and, ifessful, to share the net proceeds with the Flagrirendors. As
this is not a core competency of the Company, fforte to monetize these assets or any other Floerassets may
not be successful. We can make no assurance®ii@ailogy, or other preclinical, studies will yiktesults that

will allow us to proceed with clinical trials in mans.

The early stage of our product development makgarticularly uncertain whether any of our proddevelopment
efforts will prove to be successful and meet agplie regulatory requirements, and whether any ppoeduct
candidates will receive the requisite regulatorgrapals, be capable of being manufactured at anedne cost or
be successfully marketed. If we are successfueirelbping our current and future product candidatesapproved
products, we will still experience many potentibktacles such as the need to develop or obtainfatnoting,
marketing and distribution capabilities. If we areable to successfully commercialize any of oudpots, our
financial condition and results of operations maynmaterially and adversely affected.

We rely and will continue to rely on third partigs plan, conduct and monitor our preclinical studseand clinical
trials, and their failure to perform as required ed cause substantial harm to our business.

We rely and will continue to rely on third partisconduct a significant portion of our preclinieadd clinical
development activities. Preclinical activities g in vivo studies providing access to specifsedse models,
pharmacology and toxicology studies, and assaylderent. Clinical development activities includkidesign,
regulatory submissions, clinical patient recruitmetinical trial monitoring, clinical data managent and analysis,
safety monitoring and project management. If theny dispute or disruption in our relationshighathird parties,
or if they are unable to provide quality servicesitimely manner and at a feasible cost, our actavelopment
programs will face delays. Further, if any of th#sed parties fails to perform as we expect ahdir work fails to
meet regulatory requirements, our testing couldddayed, cancelled or rendered ineffective.

We rely on contract manufacturers over whom we hdeited control. If we are subject to quality, cosr
delivery issues with the preclinical and clinicatade materials supplied by contract manufactureayr business
operations could suffer significant harm.

We have limited manufacturing experience and ralgantract manufacturing organizations, or CMOs to
manufacture our product candidates for larger prieell studies and clinical trials. We produce drgahntities of
our product candidates at bench scale in our labgréacilities for use in smaller preclinical sted. We rely on
CMOs for manufacturing, filling, packaging, storingd shipping of drug product in compliance withrent Good
Manufacturing Practice, or cGMP, regulations aggille to our products. The FDA ensures the quafitrog
products by carefully monitoring drug manufacturemmpliance with cGMP regulations. The cGMP regjolas
for drugs contain minimum requirements for the rodt) facilities and controls used in manufacturprgcessing
and packing of a drug product.

We contracted with Catalent for the manufacturthefSIRRFc protein to supply drug substance for our Phase |
clinical trial. The manufacture of recombinant jgios uses well established processes includingteipr
expression system. Catalent is producing SfRPusing their proprietary GPEx® expression systéfa.believe
that Catalent has the capacity, the systems, anexberience to supply SIRPc for our Phase | clinical trial and
we may consider using Catalent for manufacturinddter clinical trials. However, since the Catalen
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manufacturing facility where SIRIFc is being produced was only recently establishidtis not been inspected by
the FDA. Any manufacturing failures or delays omgiance issues could cause delays in the cond&iRPuFc
preclinical studies and clinical trials.

There can be no assurances that CMOs will be abiteeet our timetable and requirements. We haveomtacted
with alternate suppliers for SIRPc drug substance production in the event Catiamable to scale up
production, or if Catalent otherwise experiencegather significant problems. If we are unable t@age for
alternative third-party manufacturing sources omgercially reasonable terms or in a timely mannermay be
delayed in the development of our product candgldtarther, contract manufacturers must operaternmpliance
with cGMP and failure to do so could result in, amgp@ther things, the disruption of product suppl@ar
dependence upon third parties for the manufactuogioproducts may adversely affect our profit niasgand our
ability to develop and deliver products on a timahd competitive basis.

If clinical trials of our product candidates faild demonstrate safety and efficacy to the satisfactof regulatory
authorities or do not otherwise produce positivesudts, we would incur additional costs or experiendelays in
completing, or ultimately be unable to completegttievelopment and commercialization of our product
candidates.

Before obtaining marketing approval from regulatatghorities for the sale of our product candidates must
conduct preclinical studies in animals and extemsiinical trials in humans to demonstrate thetyaded efficacy
of the product candidates. Clinical testing is egdee and difficult to design and implement, cacetenany years to
complete and has uncertain outcomes. The outcomeeofinical studies and early clinical trials magt predict the
success of later clinical trials, and interim résaif a clinical trial do not necessarily predicial results. A number
of companies in the pharmaceutical and biotechnoiedustries have suffered significant setbackadwanced
clinical trials due to lack of efficacy or unaccaiple safety profiles, notwithstanding promisingutessin earlier
trials. We do not know whether the clinical triale may conduct will demonstrate adequate efficanysafety to
result in regulatory approval to market any of puzduct candidates in any jurisdiction. A produahdidate may
fail for safety or efficacy reasons at any stagtheftesting process. A major risk we face is thesbility that none
of our product candidates under development witessfully gain market approval from the FDA oresth
regulatory authorities, resulting in us being ueabl derive any commercial revenue from them érfikegsting
significant amounts of capital in multiple stagépreclinical and clinical testing.

If we experience delays in clinical testing, we Mie delayed in commercializing our product candtda, and our
business may be substantially harmed.

We cannot predict whether any clinical trials vaiélgin as planned, will need to be restructuredayitbbe
completed on schedule, or at all. Our product dgraknt costs will increase if we experience delaydinical
testing. Significant clinical trial delays couldosten any periods during which we may have theueskek right to
commercialize our product candidates or allow ammpetitors to bring products to market before usictvwould
impair our ability to successfully commercializer guoduct candidates and may harm our financiatitmm,
results of operations and prospects. The commentesmel completion of clinical trials for our prodsienay be
delayed for a number of reasons, including delalsted, but not limited, to:

» failure by regulatory authorities to grant permassto proceed or placing the clinical trial on hold

» patients failing to enroll or remain in our trig@sthe rate we expect;

* suspension or termination of clinical trials by ukgors for many reasons, including concerns apatient
safety or failure of our contract manufacturersamply with cGMP requirements;

e any changes to our manufacturing process that mayebessary or desired;

» delays or failure to obtain clinical supply fromntact manufacturers of our products necessargmauct
clinical trials;

» product candidates demonstrating a lack of safegffacacy during clinical trials;

» patients choosing an alternative treatment foiirilecations for which we are developing any of our
product candidates or participating in competingicél trials;
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* patients failing to complete clinical trials duedissatisfaction with the treatment, side effectetber
reasons;

» reports of clinical testing on similar technologé®l products raising safety and/or efficacy comger

» competing clinical trials and scheduling conflietish participating clinicians;

» clinical investigators not performing our clinidalls on their anticipated schedule, droppingafi trial,
or employing methods not consistent with the chhicial protocol, regulatory requirements or otttérd
parties not performing data collection and analysi timely or accurate manner;

» failure of our contract research organizationsCBIOs, to satisfy their contractual duties or mepeeted
deadlines;

» inspections of clinical trial sites by regulatomytlaorities or Institutional Review Boards, or IRBs,ethics
committees finding regulatory violations that reguis to undertake corrective action, resulting in
suspension or termination of one or more sited@iirhposition of a clinical hold on the entire stud

» one or more IRBs or ethics committees rejectingpsending or terminating the study at an investigei
site, precluding enrollment of additional subjectswithdrawing its approval of the trial; or

» failure to reach agreement on acceptable termspuiibpective clinical trial sites.

Our product development costs will increase if wpegience delays in testing or approval or if wedh&o perform
more or larger clinical trials than planned. Addlitally, changes in regulatory requirements andcpsimay occur,
and we may need to amend study protocols to reafiese changes. Amendments may require us to résobm
study protocols to regulatory authorities or IRB®thics committees for re-examination, which nrapact the
cost, timing or successful completion of that triaélays or increased product development costshraag a
material adverse effect on our business, finarzatition and prospects.

We may not be able to file INDs to commence additibclinical trials on the timelines we expect, amden if we
are able to, the FDA may not permit us to proceadhitimely manner, or at all.

Prior to commencing clinical trials in the Unitethts for any of our product candidates, we maseljaired to
have an allowed IND for each product candidatetarfde additional INDs prior to initiating any adidnal clinical
trials for SIRRiFc. We believe that the data from previous precdihstudies will support the filing of additional
INDs, to enable us to undertake additional clingtadies as we have planned. However, submissian &f{D may
not result in the FDA allowing further clinical &is to begin and, once begun, issues may arisevtthaequire us to
suspend or terminate such clinical trials. Additiltyy even if relevant regulatory authorities agvath the design
and implementation of the clinical trials set foithan IND, these regulatory authorities may chathgér
requirements in the future. Failure to submit avéneffective INDs and commence clinical progranis w
significantly limit our opportunity to generate sswe.

If we have difficulty enrolling patients in clinichtrials, the completion of the trials may be dekxy or cancelled.

As our product candidates advance from preclirtiesting to clinical testing, and then through pesgively larger
and more complex clinical trials, we will need tor@l an increasing number of patients that meetetigibility
criteria. There is significant competition for reiting cancer patients in clinical trials, and wayrbe unable to
enroll the patients we need to complete clinidalgron a timely basis or at all. The factors #iff¢ct our ability to
enroll patients are largely uncontrollable andude, but are not limited to, the following:

» size and nature of the patient population;

» eligibility and exclusion criteria for the trial;

» design of the study protocol;

e competition with other companies for clinical sitespatients;

» the perceived risks and benefits of the productiickte under study;
« the patient referral practices of physicians; and

« the number, availability, location and accessipitif clinical trial sites.
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If we are unable to successfully develop compandiagnostics for our therapeutic product candidates,
experience significant delays in doing so, we mayt achieve marketing approval or realize the fubmmercial
potential of our therapeutic product candidates.

We may develop companion diagnostics for our theutip product candidates. We expect that, at ieasime
cases, regulatory authorities may require the dgwveént and regulatory approval of a companion diafin as a
condition to approving our therapeutic product ¢datks. We have limited experience and capabilities
developing or commercializing diagnostics and péarely in large part on third parties to perfoimese functions.
We have not begun to develop companion diagnofsticgny of our therapeutic product candidates.

Companion diagnostics are subject to regulatiothey=DA, HC, and comparable foreign regulatory aritles as
medical devices and may require separate regulagpyoval or clearance prior to commercializatibme, or any
third parties that we engage to assist us, arelenalsuccessfully develop companion diagnosticotm
therapeutic product candidates, or experience démgloing so, our business may be substantialijéd.

Regulatory approval processes are lengthy, expensind inherently unpredictable. Our inability to ¢din
regulatory approval for our product candidates walsubstantially harm our business.

Our development and commercialization activitied product candidates are significantly regulatec mumber of
governmental entities, including the FDA, HC, andnparable authorities in other countries. Regujaamprovals
are required prior to each clinical trial and weyrfeil to obtain the necessary approvals to commenmcontinue
clinical testing. We must comply with regulatiorecerning the manufacture, testing, safety, effeciss,
labeling, documentation, advertising, and salerofipcts and product candidates and ultimately rolotsgtin
regulatory approval before we can commercializeogypct candidate. The time required to obtain apgrby such
regulatory authorities is unpredictable but tydictdkes many years following the commencementre€inical
studies and clinical trials. Any analysis of datanf clinical activities we perform is subject tonfiomation and
interpretation by regulatory authorities, which ltbdelay, limit or prevent regulatory approval. Bvéwe believe
results from our clinical trials are favorable tgpport the marketing of our product candidates RD& or other
regulatory authorities may disagree. In additigopraval policies, regulations, or the type and ama{ clinical
data necessary to gain approval may change durengdurse of a product candidate’s clinical develept and
may vary among jurisdictions. We have not obtairegglilatory approval for any product candidate anslpossible
that none of our existing product candidates orfatyre product candidates will ever obtain reguigiapproval.

We could fail to receive regulatory approval for puoduct candidates for many reasons, includiognbt limited
to:

» disagreement with the design or implementationufabinical trials;

» failure to demonstrate that a product candidasafe and effective for its proposed indication;

» failure of clinical trials to meet the level of 8sdical significance required for approval,

« failure to demonstrate that a product candidatiéscal and other benefits outweigh its safety sisk

» disagreement with our interpretation of data framectinical studies or clinical trials;

» the insufficiency of data collected from clinicebts of our product candidates to support the dabion
and filing of a BLA or other submission to obta@gulatory approval;

» deficiencies in the manufacturing processes ofdihgre of facilities of CMOs with whom we contrafor
clinical and commercial supplies to pass a pre-@ggrinspection; or

» changes in the approval policies or regulationsréader our preclinical and clinical data insu#iat for
approval.

A regulatory authority may require more informatiamcluding additional preclinical or clinical dat@a support
approval, which may delay or prevent approval amdocommercialization plans, or we may decide tandba the
development program. If we were to obtain appronegjulatory authorities may approve any of our paid
candidates for fewer or more limited indicationarttwe request, may grant approval contingent opénrmance
of costly post-marketing clinical trials, or maypapve a product candidate with a label that do¢snutude the
labeling claims necessary or desirable for the esgfal commercialization of that product candiditereover,
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depending on any safety issues associated witprodiuct candidates that garner approval, the FDj impose a
risk evaluation and mitigation strategy, therebpasing certain restrictions on the sale and mabilétaof such
products.

We may not achieve our publicly announced milestsraecording to schedule, or at all.

From time to time, we may announce the timing ofaia events we expect to occur, such as the aatied timing
of results from our clinical trials. These stateiseare forward-looking and are based on the béistates of
management at the time relating to the occurrefsaah events. However, the actual timing of sugmés may
differ from what has been publicly disclosed. Tinginng of events such as initiation or completioraadlinical trial,
filing of an application to obtain regulatory appat or announcement of additional clinical tritds a product
candidate may ultimately vary from what is publidigclosed. These variations in timing may occua assult of
different events, including the nature of the resabtained during a clinical trial or during agasch phase,
problems with a CMO or a CRO or any other evenirtathe effect of delaying the publicly announciedeine.
We undertake no obligation to update or revisefanyard-looking information, whether as a resulhefv
information, future events or otherwise, excepbtagrwise required by law. Any variation in the itigy of
previously announced milestones could have a naddiverse effect on our business plan, financiatiion or
operating results and the trading price of comni@res.

We face competition from other biotechnology andagsmaceutical companies and our financial conditicand
operations will suffer if we fail to effectively copete.

The biotechnology and pharmaceutical industriesraemsely competitive and subject to rapid andificant
technological change. Our competitors include |lavgal-established pharmaceutical companies, biotelogy
companies, and academic and research institutievesl@ping cancer therapeutics for the same indinative are
targeting and competitors with existing marketestdipies. Many other companies are developing or
commercializing therapies to treat the same diseassendications for which our product candidatesyrhe useful.
Although there are no approved therapies that Spaly target the CD47 pathway, some competitas u
therapeutic approaches that may compete directly ovir product candidates. For example, SIR®is in direct
competition with CD47 blocking antibodies from Ro8even Inc., Celgene Corporation, Novimmune SA and
others.

Many of our competitors have substantially grefiteancial, technical and human resources than wandiohave
significantly greater experience than us in conidigcpreclinical testing and human clinical triafgpooduct
candidates, scaling up manufacturing operationsobtaining regulatory approvals of products. Acaogty, our
competitors may succeed in obtaining regulatoryaygd for products more rapidly than we do. Ouligbio
compete successfully will largely depend on:

» the efficacy and safety profile of our product cadates relative to marketed products and otherymiod
candidates in development;

e our ability to develop and maintain a competitiasition in the product categories and technologies
which we focus;

» the time it takes for our product candidates to glete clinical development and receive marketing
approval,

» our ability to obtain required regulatory approvals

» our ability to commercialize any of our product datates that receive regulatory approval;

e our ability to establish, maintain and protect lietetual property rights related to our productdidates;
and

e acceptance of any of our product candidates tlcaive regulatory approval by physicians and other
healthcare providers and payers.

Competitors have developed and may develop techimddhat could be the basis for products thatiehgé the

differentiated nature and potential for best-insslaroduct development programs and discovery rasea
capabilities of Fluorinov. Some of those produntsy have an entirely different approach or means of
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accomplishing the desired therapeutic effect thampooduct candidates and may be more effectiessr costly
than our product candidates. The success of oupetitors and their products and technologies redat our
technological capabilities and competitiveness @dalve a material adverse effect on the futurelipieal studies
and clinical trials of our product candidates, utlthg our ability to obtain the necessary regulatgpprovals for the
conduct of such clinical trials. This may furthexgatively impact our ability to generate futureguwot development
programs with improved pharmacological propertigisg Fluorinov technology.

If we are not able to compete effectively againstaurrent and future competitors, our businesbneit grow and
our financial condition and operations will subgialty suffer.

We heavily rely on the capabilities and experierafeour key executives and scientists and the losary of them
could affect our ability to develop our products.

The loss of Dr. Niclas Stiernholm, our Presiderd &hief Executive Officer, or other key member®of staff,
including Dr. Robert Uger, our Chief Scientific @#r, Dr. Eric Sievers, our Chief Medical Officdames Parsons,
our Chief Financial Officer, Dr. Penka Petrova, Gnief Development Officer, or Dr. Malik Slassi,rdsenior Vice
President, Discovery Research could harm us. We amployment agreements with Drs. Stiernholm, Uger,
Sievers, Petrova and Slassi and Mr. Parsons, gthsuch employment agreements do not guaranteer¢ention.
We also depend on our scientific and clinical dwdia@ators and advisors, all of whom have outsidern@ments
that may limit their availability to us. In additipwe believe that our future success will depenidige part upon
our ability to attract and retain highly skilledesatific, managerial, medical, clinical and regolgtpersonnel,
particularly as we expand our activities and segjlatory approvals for clinical trials. We entetoi agreements
with our scientific and clinical collaborators aadvisors, key opinion leaders and academic partnehe ordinary
course of our business. We also enter into agresmdth physicians and institutions who will redrpatients into
our clinical trials on our behalf in the ordinaguzse of our business. Notwithstanding these aenawegts, we face
significant competition for these types of persdrre@m other companies, research and academicutistis,
government entities and other organizations. Waagpredict our success in hiring or retaining peesonnel we
require for continued growth. The loss of the smsiof any of our executive officers or other keyspnnel could
potentially harm our business, operating resultnancial condition.

Our employees may engage in misconduct or otherrioper activities, including noncompliance with re¢atory
standards and requirements, which could have a maleadverse effect on our business.

We are exposed to the risk of employee fraud cerattisconduct. Misconduct by employees could inelfadlures
to comply with FDA regulations, provide accuratibbimation to the FDA, comply with manufacturingrstards
we have established, comply with federal and dtatdth-care fraud and abuse laws and regulatiepsyt financial
information or data accurately or disclose unaigear activities to us. In particular, sales, marggand business
arrangements in the healthcare industry are sutgjexttensive laws and regulations intended togmefraud,
kickbacks, self-dealing, and other abusive prastiGéese laws and regulations may restrict or pibhiwide range
of pricing, discounting, marketing and promotioales commission, customer incentive programs amer ot
business arrangements. Employee misconduct cosgdralolve the improper use of information obtainethe
course of clinical trials, which could result igtdatory sanctions and serious harm to our reputatf any such
actions are instituted against us, and we areutatessful in defending ourselves or asserting ights, those
actions could have a substantial impact on oumessi and results of operations, including the intiposof
substantial fines or other sanctions.

The failure to successfully integrate Fluorinov’susiness and operations or fully realize the bengfitf this
acquisition may adversely affect our future results

In January 2016, we acquired all of the outstandaqgjtal stock of Fluorinov, a small molecule méait chemistry
company with preclinical oncology assets and anga@kediscovery platform. The success of our asitjon of
Fluorinov will depend, in part, on our ability taccessfully integrate Fluorinov’s business and apens and fully
realize the anticipated benefits from combining lousiness with Fluorinov’s business. However, tdize these
anticipated benefits, we must continue the reseandhdevelopment activities previously undertakgifrlnorinov
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as a stand-alone company. If we are unable to eeliiese objectives, the anticipated benefits ofagquisition of
Fluorinov may not be realized fully or at all or yrtake longer to realize than expected.

The process of integrating the Fluorinov busineay oreate unforeseen operating difficulties anceexrigures
including, but not limited to:

» the need to implement controls, procedures anaipslappropriate for a public company that, prior
to its acquisition, Fluorinov may have lacked,;

» potential unknown liabilities associated with thogaired company, including liability for activities
of the acquired company before the acquisitiorluiiag any violations of laws, rules and
regulations, commercial disputes, tax liabilitiesl ather known and unknown liabilities;

» diverting our management’s attention away from pthesiness concerns, including the continued
development of our SIRH=c clinical program; and

» the potential loss of key employees of the Fluoribasiness, including Dr. Malik Slassi, our Senior
Vice President, Discovery Research.

Failure to manage the Fluorinov acquisition effesif may affect our success in executing our bussindan and
may adversely affect our business, financial camiaind results of operations. We may not realizeanticipated
benefits of the acquisition, or may not realizenttia the time frame expected.

We may expand our business through the acquisit@mfrcompanies or businesses or by entering into
collaborations or by in-licensing product candidatgeeach of which could disrupt our business and haour
financial condition.

We have in the past and may in the future seekpared our pipeline and capabilities by acquiring on more
companies or businesses, entering into collabarsitior in-licensing one or more product candidaesuisitions,
collaborations and in-licenses involve numerousstigncluding, but not limited to:

» substantial cash expenditures;

» technology development risks;

« potentially dilutive issuances of equity securities

« incurrence of debt and contingent liabilities, samhevhich may be difficult or impossible to identifit the
time of acquisition;

» difficulties in assimilating the operations of thequired companies;

» potential disputes regarding contingent considenati

« diverting our management’s attention away from pthesiness concerns;

* entering markets in which we have limited or needirexperience; and

» potential loss of our key employees or key empley&fehe acquired companies or businesses.

We have experience in making acquisitions, entezoigborations, and in-licensing product candidatewever,
we cannot provide assurance that any acquisitimiglioration or in-license will result in short-teror long-term
benefits to us. We may incorrectly judge the valugvorth of an acquired company or business oicierlsed
product candidate. In addition, our future suceeasld depend in part on our ability to manage tq@Ed growth
associated with some of these acquisitions, colitlmms and in-licenses. We cannot provide assertrat we
would be able to successfully combine our busimggsthat of acquired businesses, manage a cobdiooror
integrate in-licensed product candidates. Furtheembe development or expansion of our businessreguire a
substantial capital investment by us.

Negative results from clinical trials or studies others and adverse safety events involving theeds of our
products may have an adverse impact on our futucgramercialization efforts

From time to time, studies or clinical trials orrieais aspects of biopharmaceutical products ardwtied by
academic researchers, competitors or others. Buitsef these studies or trials, when publishealy hrave a
significant effect on the market for the biophareatecal product that is the subject of the studye Publication of
negative results of studies or clinical trials dverse safety events related to our product catetidar the
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therapeutic areas in which our product candidadespete, could adversely affect our share pricecamdbility to
finance future development of our product candisiaa@d our business and financial results coulch@ierially and
adversely affected.

We face the risk of product liability claims, whiotould exceed our insurance coverage and produceatis, each
of which could deplete our cash resources.

We are exposed to the risk of product liabilityicia alleging that use of our product candidatesedwan injury or
harm. These claims can arise at any point in threldpment, testing, manufacture, marketing or eéiteur product
candidates and may be made directly by patientdved in clinical trials of our product candidatey,consumers
or healthcare providers or by individuals, orgati@as or companies selling our products. Prodadtility claims
can be expensive to defend, even if the produptaduct candidate did not actually cause the aflegry or
harm.

Insurance covering product liability claims becornmeseasingly expensive as a product candidate mthreugh
the development pipeline to commercialization. Wrently maintain clinical trial liability insuramccoverage of
$10 million. However, there can be no assurancestieh insurance coverage is or will continue t@téequate or
available to us at a cost acceptable to us oi.atva& may choose or find it necessary under odabolative
agreements to increase our insurance coverage ifutire. We may not be able to secure greateraader
product liability insurance coverage on accept#dyms or at reasonable costs when needed. Anyitlator
damages resulting from a product liability clainultbexceed the amount of our coverage, require psiy a
substantial monetary award from our own cash ressuand have a material adverse effect on our égsin
financial condition and results of operations. Muver, a product recall, if required, could genemtbstantial
negative publicity about our products and businie$sbit or prevent commercialization of other puats and
product candidates or negatively impact existinfuture collaborations.

In addition, some of our licensing and other agreetsiwith third parties require or might requirdasnaintain
product liability insurance. If we cannot maintaicceptable amounts of coverage on commerciallyredde terms
in accordance with the terms set forth in these@gents, the corresponding agreements would beciubj
termination, which could have a material adversgaioh on our operations.

Risks Related to Intellectual Property

If we are unable to adequately protect and enfoadr intellectual property, our competitors may takelvantage
of our development efforts or acquired technologydacompromise our prospects of marketing and sejliour
key products.

We control two patent families relating to SkirOne family relates to the use of SkR® treat cancer. The other
family relates our drug as a composition of mat&@RRyFc.

More recently, we acquired the patent portfolid-bforinov, which embraces patent filings that costeven
different inventions. With the exception of one gess scheme, these patent filings each claim dyfafrsmall
molecule drugs as compositions of matter, togetfittr claims for their production and their medicaks. These
drugs target cancer for the most part, and sona¢estimedical end-uses.

Our success will depend in part upon our abilitptotect our intellectual property and proprieteEghnologies and
upon the nature and scope of the intellectual ptgeotection we receive. For example, some offaient
portfolio covers primarily methods of medical usg bot compositions of matter. The ability to congpeffectively
and to achieve partnerships will depend on ouitgltd develop and maintain proprietary aspectswftechnology
and to operate without infringing on the proprigtaghts of others. The presence of such propeights of
others could severely limit our ability to develapd commercialize our products, to conduct ourtexjgesearch
and could require financial resources to defemgkliton, which may be in excess of our ability adse such funds.
There is no assurance that our pending patentcapiplns or those that we intend to acquire wilbperoved in a
form that will be sufficient to protect our prop@ey technology and gain or keep any competitineaathge that we
may have or, once approved, will be upheld in asstgrant proceedings brought by any third partiise
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European patent granted to UHN and licensed ex@lysto Trillium has been opposed by two groupsilliim’s
rights are enforceable during these proceedinggdative outcome could have an impact on our paiesition in
Europe.

The patent positions of pharmaceutical companiaseshighly uncertain and involve complex legaiestific and
factual questions for which important legal pridegremain unresolved. Patents issued to us arespective
licensors may be challenged, invalidated or circemt@d. To the extent our intellectual propertyluding licensed
intellectual property, offers inadequate protectimnis found to be invalid or unenforceable, we exposed to a
greater risk of direct competition. If our inteltaal property does not provide adequate proteagainst our
competitors’ products, our competitive position icblbe adversely affected, as could our businesantial
condition and results of operations. Both the paagplication process and the process of managitenpdisputes
can be time consuming and expensive, and the laasne foreign countries may not protect our ietilal
property rights to the same extent as do the l[dW@oada and the United States.

We will be able to protect our intellectual progerom unauthorized use by third parties only te éxtent that our
proprietary technologies, key products, and anyréuproducts are covered by valid and enforceaibédiéctual
property rights including patents or are effectjvelaintained as trade secrets, and provided we thevieinds to
enforce our rights, if necessary.

If we lose our licenses from third-party owners weay be unable to continue a substantial part of dusiness.

We are party to licenses that give us rights telliectual property that is necessary or usefubfeubstantial part of
our business. Pursuant to our exclusive licenseesgent with UHN and the Hospital for Sick ChildrenHSC,
under which we license certain patent rights farlay products and their uses, we are requiredéo u
commercially reasonable efforts to commercializedpicts based on the licensed rights and pay cengaities and
sublicensing revenue to UHN and HSC. These licerespsre that we pay development milestone payments
regulatory milestone payments, royalties on netssaind sublicensing revenues, as well as annuatenance
fees.

We have also entered into agreements allowing usataufacture SIRH-c using Catalent’s proprietary GPEX®
expression system. The consideration includes patgad the time we successfully reach a seriegwedéldpment
and sales milestones. We may also enter into leimsthe future to access additional third-pantgllectual

property.

If we fail to pay annual maintenance fees, develepnand sales milestones, or it is determinedvtieadid not use
commercially reasonable efforts to commercializerised products, we could lose our licenses whialdchave a
material adverse effect on our business and fimanondition.

We may require additional third-party licenses tffectively develop and manufacture our key produetsd are
currently unable to predict the availability or cosf such licenses.

A substantial number of patents have already besered to other biotechnology and pharmaceuticapeoies. To
the extent that valid third-party patent rights @owur products or services, we or our stratedilaleorators would
be required to seek licenses from the holdersexdtpatents in order to manufacture, use or ssletproducts and
services, and payments under them would reducerotits from these products and services. We areently
unable to predict the extent to which we may wisb@required to acquire rights under such patémes,
availability and cost of acquiring such rights, avitether a license to such patents will be avadlalol acceptable
terms or at all. There may be patents in the W.$ foreign countries or patents issued in therethat are
unavailable to license on acceptable terms. Ounilinato obtain such licenses may hinder or eliat@our ability
to manufacture and market our products.
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Changes in patent law and its interpretation coud@iminish the value of patents in general, therebypairing our
ability to protect our product candidates.

As is the case with other biotechnology and phaemtical companies, our success is heavily deperaent
intellectual property rights, particularly paterf@btaining and enforcing patents in the biopharmtcal industry
involves technological and legal complexity, andaiing and enforcing biopharmaceutical patentoly, time-
consuming and inherently uncertain. The U.S. Supr€aurt has ruled on several patent cases in rgeans,
either narrowing the scope of patent protectionlake in certain circumstances or weakening tghats of patent
owners in certain situations. In addition to inieg uncertainty with regard to our and our licessor
collaborators’ ability to obtain patents in theuid, this combination of events has created uniogytwith respect
to the value of patents, once obtained. Dependindeeisions by the U.S. Congress, the federal spand the U.S.
Patent and Trademark Office, or USPTO, the lawsragdlations governing patents could change ineudfiptable
ways that would weaken our and our licensors’ diaborators’ ability to obtain new patents or tdane existing
patents and patents we and our licensors or colédns may obtain in the future.

Recent patent reform legislation could increaseautieertainties and costs surrounding the prosetofiour and
our licensors’ or collaborators’ patent applica@nd the enforcement or defense of our or oundiges’ or
collaborators’ issued patents. On September 161,202 Leahy-Smith America Invents Act, or the Ly&mith
Act, was signed into law. The Leahy-Smith Act ird#s a number of significant changes to U.S. pddentThese
include provisions that affect the way patent aggtions are prosecuted and may also affect patigattion. The
USPTO recently developed new regulations and pruresdo govern administration of the Leahy-Smith, Aad
many of the substantive changes to patent law ededowith the Leahy-Smith Act, and in particulde first to file
provisions, only became effective on March 16, 208&ordingly, it is not clear what, if any, impabe Leahy-
Smith Act will have on the operation of our busimadowever, the Leahy-Smith Act and its impleméatatould
increase the uncertainties and costs surroundmgritsecution of our or our licensors’ or collattorsl patent
applications and the enforcement or defense oboour licensors’ or collaborators’ issued patealispf which
could have a material adverse effect on our busiaged financial condition.

Litigation regarding patents, patent applicationand other proprietary rights may be expensive, ticensuming
and cause delays in the development and manufactyrof our key products.

Our success will depend in part on our ability pei@te without infringing the proprietary rightstbird parties.
The pharmaceutical industry is characterized bgresite patent litigation. Other parties may haveglgain in the
future, patents and allege that the use of oumiolgies infringes these patent claims or that meeemploying
their proprietary technology without authorization.

In addition, third parties may challenge or infeéngpon our existing or future patents. Proceedimgsving our
patents or patent applications or those of otheunsdcresult in adverse decisions regarding:

» the patentability of our inventions relating to dery products; and/or
» the enforceability, validity, or scope of protectioffered by our patents relating to our key prdsuc

If we are unable to avoid infringing the patentiigof others, we may be required to seek a licadefend an
infringement action, or challenge the validity bétpatents in court. Regardless of the outcomenpétigation is
costly and time consuming. In some cases, we miafian@ sufficient resources to bring these actiores
successful conclusion. In addition, if we do notadib a license, develop or obtain non-infringinghieology, fail to
defend an infringement action successfully or Hafringed patents declared invalid, we may:

e incur substantial monetary damages;

» encounter significant delays in bringing our kegducts to market; and/or

* be precluded from participating in the manufactuse or sale of our key products or methods ofrireat
requiring licenses.

-35 -



TRILLIUM THERAPEUTICS INC.

Management’s Discussion and Analysis

Even if we are successful in these proceedingsnagincur substantial costs and divert managenmastand
attention in pursuing these proceedings, whichdbalve a material adverse effect on us.

Our reliance on third parties requires us to shaoair trade secrets, which increases the possibiiitst a
competitor will discover them.

Because we rely on third parties to develop oudpets, we must share trade secrets with them. \&letseprotect
our proprietary technology in part by entering inamfidentiality agreements and, if applicable, enal transfer
agreements, collaborative research agreementsjliogsagreements or other similar agreements uith
collaborators, advisors, employees and consulfaids to beginning research or disclosing proprietaformation.
These agreements typically restrict the abilitpof collaborators, advisors, employees and congslita publish
data potentially relating to our trade secrets. @ademic collaborators typically have rights tblgh data,
provided that we are notified in advance and mdgydeublication for a specified time in order tasee our
intellectual property rights arising from the cbiaation. In other cases, publication rights anmeticdied
exclusively by us, although in some cases we mayesthese rights with other parties. We also conjairt
research and development programs which may regsite share trade secrets under the terms ofroésaad
development collaboration or similar agreementsite our efforts to protect our trade secrets,coumnpetitors
may discover our trade secrets, either throughdbrethese agreements, independent developmenidication
of information including our trade secrets in casgre we do not have proprietary or otherwisequted rights at
the time of publication. A competitor’s discoveryaur trade secrets may impair our competitive fp@siand could
have a material adverse effect on our businessi@edcial condition.

Risks Related to Our Common Shares
Our common share price has been volatile in recgefirs, and may continue to be volatile.

The market prices for securities of biopharmacailitompanies, including ours, have historicallyrbeelatile. In
the six months ended June 30, 2016, our commomesi@ded on the TSX at a high of $19.50 and aolic$®.01
per share. In the year ended December 31, 201%0ommon shares traded on the TSX at a high of $3an@ a
low of $10.50 per share. A number of factors conftlence the volatility in the trading price offocommon
shares, including changes in the economy or ifitlacial markets, industry related developments,results of
product development and commercialization, chamggsvernment regulations, and developments coimogrn
proprietary rights, litigation and cash flow. Ouragterly losses may vary because of the timingostsfor
manufacturing, preclinical studies and clinicahlsi Also, the reporting of adverse safety evemislving our
products and public rumors about such events aralde our share price to decline or experiencegeof
volatility. Each of these factors could lead torgased volatility in the market price of our comnstrares. In
addition, changes in the market prices of the sgesiiof our competitors may also lead to fluctoasi in the trading
price of our common shares.

We have never paid dividends and do not expectaealin the foreseeable future.

We have not declared or paid any cash dividendsuowrommon or preferred shares to date. The payaient
dividends in the future will be dependent on ounesys and financial condition in addition to swather factors as
our board of directors considers appropriate. Unéasl until we pay dividends, shareholders mayeausive a
return on their shares. There is no present irderiy our board of directors to pay dividends onshares.

We may issue additional common shares to the forrsleareholders of Fluorinov as a result of our sd@é&tion of
certain milestones, resulting in share ownershigution.

Under the terms of our agreements with Fluorinay it former shareholders, at our discretion upd& of any
future contingent payments can be satisfied thrdhghssuance of our common shares, provided hieaaggregate
number of common shares issuable under such pagmihhot exceed 1,558,447 common shares, whichuarin
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represented 19.99% of the outstanding common shatbs time of execution of the acquisition, uslskareholder
approval has first been obtained.

Issuing additional common shares to the formeredi@ders of Fluorinov in satisfaction of contingeahsideration
dilutes the ownership interests of holders of mmmon shares on the dates of such issuances. dfevenable to
realize the strategic, operational and financialdfiés anticipated from our acquisition of Fluorin@ur
shareholders may experience dilution of their owhigr interests in our company upon any such fussgances of
our common shares without receiving any commensuranefit.

Future sales or issuances of equity securities ahd conversion of outstanding securities to comnsirares
could decrease the value of the common shares,tdilavestors’ voting power, and reduce our earninggsr
share.

We may sell additional equity securities in futoféerings, including through the sale of securitesivertible into
equity securities, to finance operations, acquisgior projects, and issue additional common shfoegstanding
warrants or stock options are exercised, or prefeshares are converted to common shares, whichieralf in
dilution. See the information in the section oStMD&A entitled “Description of Share Capital” fdetails of our
outstanding securities convertible into common efiaWe filed a base shelf prospectus with secsirgienmissions
in Canada and a Form F-10 registration statemehtttve SEC on May 29, 2015 that provides that wg sedl
under the prospectus from time to time over thio¥dhg 25 months up to U.S. $100 million, in onenaore
offerings, of common shares, First Preferred shavasrants to purchase common shares, or units Geimgp a
combination of common shares, First Preferred shame/or warrants. Subject to receipt of any megliegulatory
approvals, subscribers of the December 2013 prplattement who purchased a minimum of 10% of tleerdees
sold under the offering received rights to purchasesecurities in future financings to enable esath shareholder
to maintain their percentage holding in our comrabares for so long as the subscriber holds at 1€8stof the
outstanding common shares on a fully-diluted b&isreholders who do not have this future financing
participation right may be disadvantaged in pgrtiting in such financings.

Our board of directors has the authority to autteodertain offers and sales of additional secuaritighout the vote
of, or prior notice to, shareholders. Based omibed for additional capital to fund expected exjtenes and
growth, it is likely that we will issue additionsgcurities to provide such capital. Such additigsglances may
involve the issuance of a significant number of omn shares at prices less than the current marioet for our
common shares.

Sales of substantial amounts of our securitieth@availability of such securities for sale, adl&s the issuance of
substantial amounts of our common shares upon csioveof outstanding convertible equity securitiesyld
adversely affect the prevailing market prices for securities and dilute investors’ earnings parshA decline in
the market prices of our securities could impair ahility to raise additional capital through treesof securities
should we desire to do so.

We are likely a “passive foreign investment compdanyhich may have adverse U.S. federal income tax
consequences for U.S. shareholders

U.S. investors should be aware that we believe ewe wlassified as a passive foreign investment amypor

PFIC, during the tax years ended December 31, 26852014, and based on current business plansreamtial
expectations, we expect that we will be a PFIQtiercurrent tax year and may be a PFIC in future/éars. If we

are a PFIC for any year during a U.S. shareholdeiging period of our common shares, then such U.S
shareholder generally will be required to treat gain realized upon a disposition of our commones$eor any so-
called “excess distribution” received on our commsbares, as ordinary income, and to pay an intelesge on a
portion of such gain or distributions, unless thareholder makes a timely and effective “qualifédeicting fund”
election, or QEFElection, or a “mark-to-market” election with resp#o our shares. A U.S. shareholder who makes
a QEF Election generally must report on a currasisits share of our net capital gain and ordieamnpings for
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any year in which we are a PFIC, whether or notlis&ibute any amounts to our shareholders. A Bh&reholder
who makes the mark-to-market election generallytrimetude as ordinary income each year the excedgedair
market value of the common shares over the shatefisladjusted tax basis therein. Each U.S. shidehshould
consult its own tax advisors regarding the PFI@sund the U.S. federal income tax consequendég of
acquisition, ownership and disposition of our comrsbares.

It may be difficult for non-Canadian investors tobtain and enforce judgments against us because af o
Canadian incorporation and presence.

We are a corporation existing under the laws offevince of Ontario, Canada. Several of our dinecand
officers, and several of the experts are residein®anada, and all or a substantial portion ofrthesets, and a
substantial portion of our assets, are locateddritbe United States. Consequently, although we bapointed an
agent for service of process in the United Stdtt@say be difficult for holders of our securitiehareside in the
United States to effect service within the Unitadt&s upon those directors and officers, and tpertx who are not
residents of the United States. It may also bécditf for holders of our securities who residehie United States to
realize in the United States upon judgments oftsoafrthe United States predicated upon our dafility and the
civil liability of our directors, officers and expge under the United States federal securities.l&dwgstors should
not assume that Canadian courts (i) would enfardgments of United States courts obtained in astagainst us
or such directors, officers or experts predicateonuthe civil liability provisions of the United &es federal
securities laws or the securities or “blue sky”d$anf any state or jurisdiction of the United Stadesii) would
enforce, in original actions, liabilities againstar such directors, officers or experts predicaggaoh the United
States federal securities laws or any securitiéblae sky” laws of any state or jurisdiction oktlunited States. In
addition, the protections afforded by Canadian stes laws may not be available to investors im thnited States.

If there are substantial sales of our common sharése market price of our common shares could deeli

Sales of substantial numbers of our common shanglsl cause a decline in the market price of ourroom shares.
Any sales by existing shareholders or holders wtavaise their warrants or stock options may havadwerse
effect on our ability to raise capital and may adety affect the market price of our common shares.

We are an “emerging growth company,” and we canta certain if the reduced reporting requirements
applicable to emerging growth companies will maker@ommon shares less attractive to investors.

We are an “emerging growth company,” as definethénJOBS Act. For as long as we continue to benagrging
growth company, we may take advantage of exempfions various reporting requirements that are ajajblie to
other public companies that are not emerging graethpanies, including not being required to convalth the
auditor attestation requirements of Section 40thefSarbanes-Oxley Act, reduced disclosure obtigatregarding
executive compensation in our periodic reportsexgmptions from the requirements of holding a nodioig
advisory vote on executive compensation and shitehapproval of any golden parachute payments not
previously approved. We could be an emerging graethpany for up to five years, although circumsgsnoould
cause us to lose that status earlier. We canndtqgpi&éinvestors will find our common shares ledgactive because
we may rely on these exemptions. If some invedtndsour common shares less attractive as a rabelte may be
a less active trading market for our common shanglsour share price may be more volatile.

Any failure to maintain an effective system of imt&l controls may result in material misstatemerd$ our
consolidated financial statements or cause us td fa meet our reporting obligations or fail to pxent fraud;
and in that case, our shareholders could lose calefince in our financial reporting, which would harrmour
business and could negatively impact the price af common shares.

Effective internal controls are necessary for ugrtvide reliable financial reports and prevenuétalf we fail to
maintain an effective system of internal contrale, might not be able to report our financial resaltcurately or
prevent fraud; and in that case, our sharehold®rikldose confidence in our financial reporting,igthwould harm
our business and could negatively impact the mfaar common shares. While we believe that we Isafficient
personnel and review procedures to allow us mairgtaieffective system of internal controls, we cdrprovide
assurance that we will not experience potentiakntweaknesses in our internal control. Eveneafeenclude that
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our internal control over financial reporting prdes reasonable assurance regarding the reliabilfipancial
reporting and the preparation of consolidated fomgrstatements for external purposes in accordaiitte
International Financial Reporting Standards, asdddy the International Accounting Standards Boedause of
its inherent limitations, internal control overdincial reporting may not prevent or detect fraudhisstatements.
Failure to implement required new or improved colstror difficulties encountered in their implematiin, could
harm our results of operations or cause us tddaieet our future reporting obligations.

If we fail to timely achieve and maintain the adagy of our internal control over financial repogjiwe may not
be able to produce reliable financial reports dp Ipgevent fraud. Our failure to achieve and mamédfective
internal control over financial reporting could peat us from complying with our reporting obligat®on a timely
basis, which could result in the loss of investamfedence in the reliability of our consolidateddncial statements,
harm our business and negatively impact the traplifcg of our common shares.

As a foreign private issuer, we are not subjecttrtain United States securities law disclosure uggments that
apply to a domestic United States issuer, which riayt the information which would be publicly avéble to
our shareholders.

As a foreign private issuer, we are not requiredaimply with all the periodic disclosure requirerngeof the
Exchange Act, and therefore, there may be lesdgbylaivailable information about us than if we waré&nited
States domestic issuer. For example, we are nggdub the proxy rules in the United States arstldsure with
respect to our annual meetings will be governe@agadian requirements.

Our charter documents and certain Canadian legistat could delay or deter a change of control, lindattempts
by our shareholders to replace or remove our curtemanagement and limit the market price of our corom
shares.

Our authorized preferred shares are availablesfarance from time to time at the discretion oftwaard of
directors, without shareholder approval. Our asdjrant our board of directors the authority tedeine the
special rights and restrictions granted to or ingglosn any unissued series of preferred shareshasd rights may
be superior to those of our common shares. Furtherdnvestment Canada Act subjects any acquisitiaontrol

of a company by a non-Canadian to government reifive value of the assets as calculated pursioathie
legislation exceeds a threshold amount or in athreumstances determined at the discretion of thea@ian
government. A reviewable acquisition may not praceeless the relevant minister is satisfied thatitivestment is
likely to be of net benefit to Canada and the Caradovernment is satisfied that no other importamicerns arise
from the acquisition of control. Any of the foreggicould prevent or delay a change of control aag deprive or
limit strategic opportunities to our shareholdersell their shares.

DISCLOSURE CONTROLS AND INTERNAL CONTROLS OVER FINA NCIAL REPORTING

We have implemented a system of internal conti@s Wwe believe adequately protects our assetssaaqupiropriate
for the nature of our business and the size obperations. Our internal control system was desigagrovide
reasonable assurance that all transactions areagéelgurecorded, that transactions are recordettesssary to
permit preparation of financial statements in adaoce with IFRS, and that our assets are safegiiarde

These internal controls include disclosure contanld procedures designed to ensure that informediguired to be
disclosed by us is accumulated and communicatep@®priate to allow timely decisions regardinguiesd
disclosure.

Internal control over financial reporting meansragess designed by or under the supervision oftiief
Executive Officer and the Chief Financial Officergrovide reasonable assurance regarding the ifejiadd
financial reporting and the preparation of finahstatements for external purposes in accordantel®RS as
issued by the IASB. The internal controls are nqieeted to prevent and detect all misstatementsalesor or
fraud.
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There were no changes in our internal control dwancial reporting that occurred during the thneenths ended
June 30, 2016 that have materially affected, oremsonably likely to materially affect, our intalicontrol over
financial reporting. As at June 30, 2016, we haseased the effectiveness of our internal contret inancial
reporting and disclosure controls and procedureggjule Committee of Sponsoring Organizations efTheadway
Commission’s 2013 framework. Based on their evaduathe Chief Executive Officer and the Chief Finil
Officer have concluded that these controls andemtares are effective.

ADDITIONAL INFORMATION

Additional information for Trillium can be found EDAR at www.sedar.com, on EDGAR at
www.sec.gov/edgar.shtml.
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