DiCaGo

THREE AND SIX-MONTH PERIOD ENDED JUNE 30, 2009

MANAGEMENT’S REPORT ON FINANCIAL POSITION AND OPERATING RESULTS
All amounts included in this report are expressed in Canadian dollars unless otherwise stated.

GENERAL

The following analysis provides a review of the Company’s results of operations, financial condition and cash flows for the three
and six-month periods ended June 30, 2009 and 2008. This analysis should be read in conjunction with the information contained
in the consolidated financial statements and related notes for the years ended December 31, 2008 and 2007, appearing in the
annual report of the Company, which are prepared in accordance with generally accepted accounting principles (“GAAP”) in
Canada.

The 2008 Annual Report of the Company, the Annual information form and additional information regarding the business of the
Company are available on SEDAR at www.sedar.com.

The consolidated financial statements and the accompanying notes included in this quarterly report have not been subject to a
review engagement by the external auditors of the Company. At present, Medicago believes that the cost related to a review
engagement of its interim financial statements exceed the benefits inherent to such a review.

FORWARD-LOOKING STATEMENTS

This report contains certain forward-looking statements with respect to the Company. These forward-looking statements, by their
nature, necessarily involve risks and uncertainties that could cause actual results to differ materially from those contemplated by
these forward-looking statements. We consider the assumptions on which these forward-looking statements are based to be
reasonable, but caution the reader that these assumptions regarding future events, many of which are beyond our control, may
ultimately prove to be incorrect since they are subject to risks and uncertainties that affect us. The information contained herein is
dated as of August 25, 2009, date of the Board’s approval for the MD&A and the Consolidated Financial Statements.

COMPANY OVERVIEW

Medicago is committed to providing highly effective and affordable vaccines based on proprietary Virus-Like Particles (VLPSs)
and manufacturing technologies. Medicago is developing VLP vaccines to protect against HSN1 pandemic influenza, using a
transient expression system which produces recombinant vaccine antigens in the cells of non-transgenic plants. This technology
has potential to offer advantages of speed and cost over competitive technologies. It promises to deliver a vaccine for testing
rapidly after the identification and reception of genetic sequences from a pandemic strain. This production time frame has the
potential to allow vaccination of the population before the first wave of a pandemic strikes and to supply large volumes of vaccine
antigens to the world market.

MARKET AND ECONOMIC SITUATION OVERVIEW

The influenza vaccine market is expected to expand over $3.7 billion by 2010. We are developing products for a growing market,
with a first product (H5N1 pandemic influenza VLP vaccine) expected to be on the market in 2013 or after, if all clinical phases
are successfully completed and market approval is granted by the regulatory authorities.

We did not incur any losses on asset-backed commercial paper as we have never invested in such securities. Our main credit
facility (BioLevier) runs until 2014 and we have met all related requirements thereunder. In 2009, we have the financial resources
required to work towards the attainment of our objectives (See Products in development) for this year, despite current economic
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conditions.
KEY DEVELOPMENTS

CORPORATE

MEDICAGO AWARDED $1.77 MILLION IN FUNDING FROM QUEBEC'S CONSORTIUM FOR DRUG DISCOVERY

The Company has been awarded $1.77-million in financing by Quebec's Consortium for Drug Discovery (CQDM), conditional
upon the signing of a research agreement. Medicago will use these funds to develop the VLPExpress, a high-throughput platform
that will accelerate the Company's discovery and development of new vaccines by rapidly expressing, purifying and testing
candidate VLPs. This multidisciplinary project will be carried out in collaboration with SNC-Lavalin Pharma, a division of SNC-
Lavalin, Dr. Alain Garnier from Laval University and Dr. Brian Ward from McGill University.

MEDICAGO AND GENOPOLE(R) SIGN AGREEMENT FOR INFLUENZA VACCINE PRODUCTION IN FRANCE

Medicago and Genopole biopark (Evry, France), have signed a partnership agreement with a plan to build a commercial facility to
manufacture pandemic and seasonal influenza vaccines in France. Medicago and Genopole believe that this facility could
complement France's existing domestic influenza vaccine production infrastructure by offering surge capacity of influenza
vaccines before the first wave of a pandemic strikes. This agreement builds on the feasibility study announced in July, 2008, which
was successfully completed this year to evaluate the economic and technological viability of a novel vaccine production facility in
France.

Genopole and Medicago will work together to establish a commercial-scale facility based on Medicago's Proficia plant-based
manufacturing technology and VLP vaccine technology on Genopole's site in Evry, France. The new facility would initially
produce pandemic and seasonal influenza vaccines, and in the long term, could be used for a broad range of vaccines and other
biodefense related products. Construction of the facility is conditional upon Medicago's successful completion of a phase I clinical
trial with its HSN1 pandemic influenza vaccine and a reasonable level of commitment by the French authorities to support this
novel technology.

PRODUCTS IN DEVELOPMENT
H5N1 PANDEMIC INFLUENZA VLP VACCINE

In the second quarter of 2009, the Company reached an important milestone in the development of its pandemic influenza VLP
vaccines with the successful completion of preclinical studies. In the final preclinical study performed in ferrets, the company
demonstrated that at very low doses, its pandemic vaccine formulated for the H5SN1 Indonesia strain of avian flu provided 100-per-
cent protection against a lethal challenge with the highly virulent Vietnam influenza virus. Current approved pandemic flu
vaccines only provide protection against the viral strain they were formulated for. The Company also completed a safety study in
rats which showed the vaccine was well tolerated and did not produce significant side effects and on August 24, 2009 the
Company received clearance from Health Canada to commence its first clinical trial. These findings will enable Medicago to
initiate phase | clinical trial in the third quarter of 2009.

A (HIN1) VACCINE

Medicago Inc. has successfully expressed a new VLP antigen (H1 VLP) from the influenza A (H1N1) strain that caused the recent
influenza outbreak in North America and other countries. The antigen was expressed within 14 days of receiving the DNA
sequence, with the Company's VLP vaccine technology and Proficia manufacturing technology.

The Company has also received positive results from an immunogenicity study in mice with this new vaccine candidate for the
influenza A (H1N1) virus, also known as swine flu. Results demonstrated that the Company's H1 VLP vaccine induced a positive
immune response in 100 per cent of the mice against the HIN1 influenza A/California/04/09 virus.

In a continuation of this study, the Company has achieved additional positive results. Results showed that a single dose of five
micrograms induced a positive immune response against a new emerging strain of this virus in 100 per cent of vaccinated animals.
Medicago's HIN1 VLP vaccine was formulated to protect against the Influenza A/California/04/09 virus, which was one of the
original viral strains selected by the WHO for vaccine manufacturers. In this study, Medicago tested the immune response of its
H1N1 vaccine against the California/07 virus, a more current and mutated strain and showed positive immune response after a
single dose of five micrograms.



SEASONAL VACCINE

In the second quarter of 2009, the Company continued its research program initiated in 2008 and expects to commence preclinical
work in the second half of the year.

SELECTED CONSOLIDATED INFORMATION

Three-month period ended Six-month period ended
June 30 June 30 June 30 June 30
2009 2008 2009 2008
$ $ $ $
CONSOLIDATED STATEMENT OF EARNINGS
Revenues - 583,000 - 2,248,000
Loss for the period
$ 2,794,000 1,577,000 5,419,000 1,902,000
Basic and diluted loss per share 0.03 0.05 0.06 0.07
CONSOLIDATED BALANCE SHEET DATA
As at
As at June December
30, 2009 31, 2008
$ $
Cash, cash equivalents and short-term investments 9,241,000 14,028,000
Total assets 16,097,000 20,604,000
Total long-term liabilities 15,443,000 15,283,000

(1) Total long-term liabilities include long term-debt and current portion
COMPARISON OF THE THREE AND SIX-MONTH PERIODS ENDED JUNE 30, 2009 AND 2008
Consolidated statements of earnings

For the three and six-month period ended June 30, 2009, the company had no revenue compared to $583,000 for the three-month
period ended June 30, 2008 and $2,248,000 for the six-month period ended June 30, 2008. Revenues in 2008 were generated by
two agreements signed with Philip Morris International (PMI). The first agreement signed in 2007, a research service agreement of
$500,000 generated $83,000 in the second quarter of 2008 ($444,000 for the first six-month of 2008) and revenues from the
second one, a non-exclusive license agreement signed in February 2008, were $500,000 ($2,000,000 for the first six-month of
2008). Revenues from the non-exclusive license agreement were diminished by $196,000 representing the value of the 2,000,000
common share purchase warrants granted to PMI at the signing of the agreement.

Research and development (R&D) expenses increased by $711,000 to $1,827,000 for the second quarter of 2009 compared to the
second quarter of 2008. The increase in R&D expenses for the three-month period ended June 30, 2009 is mainly related to the
shift in the stage of development of the company from preclinical development to clinical development for its H5N1 Avian
Influenza VLP vaccine and the production of clinical materials for the upcoming Phase I. Wage and salaries were higher
($327,000) in the second quarter of 2009 compared to 2008 explained by the hiring in the second-half of 2008 and since the
beginning of 2009 of new employees required for the completion of the preclinical work and the production of clinical materials
for the Phase | clinical studies. More laboratory supplies and analysis ($171,000) and a higher level of outsourced contract work
($123,000) were also required to perform these activities. For the six-month period ended June 30, 2009 R&D expenses increased
by $993,000 to $3,225,000 and this is mainly explained by an increase in wage and salaries ($415,000), more laboratory supplies
and analysis ($262,000) and more outsourced contract work ($244,000).

Research grants and contribution increased by $39,000 and $76,000 for the three and six-month period ended June 30, 2009. The
increase is mainly explained by the grant obtained in 2008 from Canada's National Research Council industrial research assistance
program to support the development of the Company's seasonal influenza VLP vaccine program. This grant totaled $282,000 of
which $142,000 is still available as at June 30, 2009.

Investment tax credits were $168,000 and $273,000 for the three and six-month period ended June 30, 2009, $184,000 and
$418,000 lower than the three and six-month period ended June 30, 2008. Following the completion of the private placement with
PMI in 2008, the Company is now associated with PMI for tax purposes and this has resulted in a decrease of the tax credit rate at
the provincial level from 37.5% to 17.5% and is no longer entitled to a Federal tax credit.



General and administrative, business development and intellectual property (G&A) expenses increased by $171,000 to $856,000
for the three-month period ended June 30, 2009 compared to 2008. The increase was mainly due to an increase in licenses and
patents related costs ($122,000) and salaries ($58,000). The increase in salaries is explained the hiring of a CFO in May 2008 and
the hiring of a director, investor relations and communications in January 2009. For the six-month period ended June 30, 2009
G&A expenses increased by $418,000 to $1,748,000 and this is mainly explained by an increase in tradeshows and travelling
expenses ($93,000), licenses and patents related costs ($182,000) and salaries ($114,000). The increase in travelling expenses is
explained by increased investor relations and business development activities.

Stock-based compensation increased by $62,000 for the three-month period ended June 30, 2008 ($134,000 since the beginning of
the year) following the grant of 3,472,650 stock options in the first quarter of 2009.

Depreciation of property, plant and equipment amounted to $109,000 and $215,000 for the three and six-month period ended June
30, 2009, $16,000 and $29,000 lower than the three and six-month period ended June 30, 2008. There is no depreciation of
leasehold improvements in 2009 ($14,000 and $35,000 for the three and six-month period ended June 30, 2008) as they were
completely depreciated at the end of 2008.

Amortization of intangible assets amounted to $13,000 and $27,000 for the three and six-month period ended June 30, 2009,
$14,000 and $29,000 lower than the three and six-month period ended June 30, 2008. A write-off of a license of a carrying value
of $572,000 in the third quarter of 2008 explained this decrease.

Net financial expenses amounted to $176,000 for the three-month period ended June 30, 2009, $331,000 lower compared to the
three-month period ended June 30, 2008. This decrease is mainly the result of lower interest rate on the Bio-levier loan for
$90,000, higher interest income for $105,000 explained by the increase in cash, cash equivalents and short-term investments and
no expenses of warrants issued as financing fees in 2009 compared to $86,000 in 2008. For the six-month period ended June 30,
2009 net financial expenses decreased by $475,000 to $896,000 and this is mainly explained by lower interest rate on the Bio-
levier loan for $183,000, higher interest income for $163,000 and no expense of warrants issued as financing fees in 2009
compared to $86,000 in 2008.

Consolidated loss for the three-month period ended June 30, 2009 was $2,794,000, or $0.03 per basic and diluted share compared
to a loss of $1,577,000, or $0.05 per basic and diluted share for the three-month period ended June 30, 2008. Since the beginning
of the year the consolidated loss was $5,419,000 or $0.06 per basic and diluted share compared to a loss of $1,902,000, or $0.07
per basic and diluted share.

Consolidated Balance sheet

Cash, cash equivalents and short-term investments were $9.2 million as at June 30, 2009 a decrease of $4.8 million from
December 31, 2008. This decrease is mainly the result of loss for the six-month period net of items not affecting cash and cash
equivalents.

Total consolidated assets were $16.1 million as at June 30, 2009, a decrease of $4.5 million since December 31, 2008. The
variation is mainly due to a decrease in the total of cash, cash equivalents and short term investments of $4.8 million.

Long-term debt increased by $0.1 million to $15.4 million, mainly the result of the theoretical interest on non-bearing interest
loans.

QUARTERLY FINANCIAL DATA

Quarters ended

June 30, 2009

March 31, 2009

December 31, 2008

September 30, 2008

Revenues - - - -
Total expenses ($2,794,000) ($2,625,000) ($3,007,000) ($2,739,000)
Loss ($2,794,000) ($2,625,000) ($3,007,000) ($2,739,000)
Basic and diluted net loss per share (0.03) ($0.03) ($0.04) ($0.07)




June 30, 2008 March 31, 2008 | December 31, 2007 | September 30, 2007
Revenues $583,000 $1,665,000 $55,000 -
Total expenses ($2,160,000) ($1,991,000) ($2,109,000) ($1,023,000)
Loss ($1,577,000) ($326,000) ($2,053,000) ($1,023,000)
Basic and diluted net loss per share ($0.05) ($0.01) (%0.07) (%0.06)

Revenues from quarter to quarter may vary significantly. They are non-recurring by nature and are generated from licenses
agreement as well as contract research agreements. It is also important to note that historical patterns of expenses cannot be taken
as an indication of future expenses. The amount and timing of expenses and availability of capital resources vary substantially
from quarter to quarter, depending on the level of R&D activities being undertaken at any one time and the availability of funding
from investors and/or partners.

Revenues for Q4 of 2007, Q1 and Q2 of 2008 were generated by two agreements signed with PMI. The first agreement, a research
service agreement of $500,000, signed in 2007 and completed in 2008, generated $444,000 in 2008 and revenues from the second
one, a non-exclusive license agreement signed in February 2008 and completed in 2008, were $2,000,000. Revenues from the non-
exclusive license agreement were diminished by $196,000 representing the value of the 2,000,000 common share purchase
warrants granted to PMI at the signing of the agreement.

Expenses for Q3 of 2007 were kept at the minimum level due to the financial condition of the Company at that time. The
improvement of the financial condition but mainly the shift in the stage of development of the company from R&D to preclinical
development for its HSN1 Avian Influenza VLP vaccine and the development of the cGMP process for the production of clinical
materials for the upcoming Phase | explained the increase in expenses from the fourth quarter of 2007 through today. Wage and
salaries increased in 2008 and 2009 compared to 2007 explained by the hiring of new employees in the second half of 2008 and
the beginning of 2009 required by preclinical and clinical work related to the upcoming Phase | and also by payment of bonuses
when no bonuses were paid in 2007. More laboratory supplies and analysis and a higher level of outsourced contract work were
also required to perform those activities.

LIQUIDITY, CASH FLOWS AND CAPITAL RESOURCES

The Company had cash, cash equivalents and short-term investments totaling $9.2 million as at June 30, 2009, a decrease of $4.8
million from December 31, 2008. The Company had working capital of 8.8 million as at June 30, 2009 compared to $13.6 million
as at December 31, 2008. The short-term investments do not include asset-backed commercial papers which are affected by
liquidity issues. As at June 30, 2009, the Company's long-term debt amounted to $15.4 million. Under the terms of the Bio-Levier
loan agreement, the Company needs to maintain its current ratio at 1.3/1 or higher. As at June 30, 2009 this ratio stood at 4.5:1.

The Company’s primary capital needs are the funds required to support its scientific research and development activities including
preclinical and clinical trials, capital expenditures for the expansion of its pilot plant facilities and working capital. Medicago
expect expenditures to increase in the remaining of 2009 as the Company continues to advance its programs. Management
believes that existing capital resources are adequate to fund our plans at least for the next twelve months.

Since its inception, the Company has financed its cash requirements primarily through issuances of securities, investment tax
credits, government funding, cost recoveries, license agreement, contract research agreements, long-term debt and short-term debt
guaranteed by its investment tax credits. The strategy of the Company for future funding is to find additional capital after a
successful completion of the Phase | trial for its HSN1 pandemic influenza VLP vaccine. The amount of additional capital needed
will depend on the cash on hand at that time and funds necessary to conduct a Phase Il clinical for this vaccine. Management
anticipates funding additional capital requirements primarily through additional issuance of securities and/or the potential
monetization of our products. (See section RISK AND UNCERTAINTIES- Additional Financing Requirements and Access to
Capital of the Annual Report)

The variation of our liquidity by activities is explained below.




CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows Three-month period ended Six-month period ended
June 30, 2009 June 30, 2008 June 30,2009  June 30, 2008
Operating activities ($2,903,000) ($1,510,000) | ($4,923,000) | ($1,528,000)
Financing activities $293,000 ($128,000) $250,000 $2,395,000
Investing activities $4,270,000 ($92,000) $5,660,000 ($147,000)
Net change in cash and cash equivalents $1,660,000 ($1,730,000) ($987,000) $720,000

Operating Activities

Cash used in operating activities increased by $1,393,000 to $2,903,000 for the three-month period ended June 30, 2009 and by
$3,395,000 to $4,923,000 for the six-month period ended June 30, 2009 compared to 2008. This increase is explained by the
increase in loss, net of items not affecting cash and cash equivalents (or burn rate) for $1,505,000 and 4,097,000 for the three and
six-month periods.

The Company expects net cash used in operating activities to increase in the remaining of 2009, as it will begin its Phase I clinical
program with its HSN1 pandemic influenza vaccine and will further advance its seasonal influenza vaccine in preclinical program
(see Outlook for the remaining of 2009).

Financing Activities

Cash from financing activities decreased by $2.1 million in the first half of 2009 compared to the first half of 2008. The decrease
is explained by the fact that, in the first half of 2008, the Company completed a private placement of 13,000,000 units at a price of
$0.20 per unit for total gross proceeds of $2,600,000.

Investing Activities

Cash used in investing activities (excluding sales of short-term investments) increased by $142,000 to $289,000 in 2009 related to
more additions of property, plant and equipment for $200,000.

The Company plans to invest $1 million in 2009 to expand its manufacturing facility to optimize manufacturing activities and
provide additional space to produce clinical-grade material for human clinical trials.

CONTRACTUAL OBLIGATIONS

There has been no significant change in the contractual obligations of the Company as described in Medicago’s 2008 annual
report.

OUTLOOK FOR THE REMAINING OF 2009

The Company expects R&D expenses to increase in the remaining of 2009, primarily due to the beginning of the Phase 1 clinical
program with its H5SN1 pandemic influenza vaccine and will further advance its seasonal influenza vaccine in preclinical program
and continue research on it’s A(H1N1) vaccine.

Based on current estimates, net cash outflow for 2009 is projected to be around $10.5 million. Expectations are that the cash
outflow will not proceed linearly through the year but will be higher in the second half of the year due to cost associated with
clinical studies and the cost of the expansion of the manufacturing capability.



RELATED PARTY TRANSACTIONS AND OFF-BALANCE SHEET AGREEMENTS
There were no related party transactions and off-balance sheet agreements.
OUTSTANDING SHARE DATA

Between June 30, 2009 and August 25, 2009 1,035,250 warrants at an exercise price of $0.25 and 3,625,450 warrants at an
exercise price of $0.30 were exercised for a total of $1,346,448.

As at August 25, 2009, there were 95,124,640 common shares issued and outstanding, 5,766,412 stock options outstanding and
56,133,496 warrants outstanding.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

These financial statements have been prepared in accordance with Canadian generally accepted accounting principles. The
preparation of financial statements in conformity with Canadian generally accepted accounting principles requires management to
make estimates and assumptions that affect the amounts of assets and liabilities reported in the financial statements. Those
estimates and assumptions also affect the disclosure of contingencies at the date of the financial statements and the reported
amounts of revenues and expenses during the year. Significant estimates are generally made in connection with the calculation of
revenues, research and development expenses, stock-based compensation expense, as well as in determining future income tax
assets and liabilities, the useful lives of property, plant and equipment and intangible assets with finite lives and the valuation of
intangible assets, the fair value of stock options granted, and certain accrued liabilities. Estimates are based on historical
experience, where relevant, and on various other assumptions that we believe to be reasonable under the circumstances. Actual
results could differ from those estimates.

There have been no significant changes in the Company accounting policies and estimates since December 31, 2008 except for the
application of the new standards described below. Please refer to the appropriate section of the financial statements included in
our 2008 Annual Report for a complete description of our accounting policies.

NEW ACCOUNTING STANDARDS AND FUTURE ACCOUNTING CHANGES

New accounting standards adopted in 2009

On January 1, 2009, the Company adopted Section 3064, "Goodwill and Intangible Assets", of the CICA Handbook. This section
establishes standards for the recognition, measurement and disclosure applicable to intangible assets. It replaces Section 3062,
"Goodwill and Other Intangible Assets”, and Section 3450, "Research and Development Costs". The adoption of this new standard
had not impact significantly our financial position and results of operations.

In January 2009, the CICA's Emerging Issue Committee ("EIC") issued Abstract EIC-173, Credit Risk and the Fair Value of
Financial Assets and Liabilities, which requires entities to take both counterparty credit risk and their own credit risk into account
when measuring the fair value of financial assets and liabilities, including derivatives. EIC-173 will be effective for interim and
annual periods beginning on or after January 1, 2009. The adoption of this guidance had no significant impact on the consolidated
financial statements.

Future accounting changes

In January 2009, the CICA published the following sections of the CICA Handbook that apply to interim and annual financial
statements relating to fiscal years beginning on or after January 1, 2011.

(@) Section 1582, "Business Combinations”, which replaces the former Section 1581 with the same title, establishes
accounting standards for a business combination. It provides the Canadian equivalent to International Financial
Reporting Standard IFRS3, "Business Combinations".

(b) Section 1601, "Consolidated Financial Statements”, which replaces the former Section 1600 with the same title,
establishes standards for the preparation of consolidated financial statements.

(c) Section 1602, "Non-Controlling Interests”. This new section establishes standards on accounting for non-controlling
interests in a subsidiary in consolidated financial statements prepared subsequent to a business combination. It is
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equivalent to the corresponding provisions of International Accounting Standard IAS 27, "Consolidated and Separate
Financial Statements".

The Company is currently evaluating the impact of these new standards on its financial statements.

International Financial Reporting Standards

In February 2008, the Accounting Standards Board (“AcSB”) confirmed that Canadian GAAP for publicly accountable enterprises
will be converged with IFRS effective in calendar year 2011, with early adoption allowed starting in calendar year 2009. The
conversion to IFRS will be required, for the Company, for interim and annual financial statements beginning on January 1, 2011.
IFRS uses a conceptual framework similar to Canadian GAAP, but there are significant differences on recognition, measurement,
presentation and disclosures. In the period leading up to the conversion, the AcSB will continue to issue accounting standards that
are converged with IFRS such as 1AS 2 “Inventories” and IAS 38 “Intangible Assets”, thus mitigating the impact of adopting IFRS
at the mandatory transition date.

During 2008, the Company proceeded with the assistance of external experts to establish a stage 1 diagnosis for the adoption of
IFRS. This diagnosis has identified the main differences between the accounting treatments applied by the Company under
Canadian GAAP and the IFRS as well as the practical implications related to the measure. The differences were further classified
according to their degree of complexity and by the amount of work to implement withrespect to the measure.

The Company has decided to switch to IFRS on January 1, 2011. Some options permitted under IFRS are currently under analysis.
A summary analysis indicates that in most cases, the Company would opt for a prospective application when the choice is
available. The changeover to IFRS will result in changes to our accounting systems, our internal control systems and our
management and evaluation systems. Therefore, we are currently analyzing the potential of our systems and the possibility to
integrate all our subsidiaries on the same information system. The Company is currently evaluating the impact of the adoption of
IFRS on its consolidated financial statements.

RISK FACTORS AND UNCERTAINTIES

There has been no significant change in the risk factors and uncertainties facing the Company as described in Medicago’s 2008
annual information form.

On behalf of management,

(signed) (signed)
Pierre Labbé, CA Andrew J. Sheldon
Vice-president and Chief Financial Officer President and Chief Executive Officer

August 25, 2009
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Medicago Inc.
Consolidated Balance Sheets

Assets

Current assets

Cash and cash equivalents
Short-term investments (note 3)
Accounts receivable

Investment tax credits receivable
Grants receivable

Prepaid expenses

Property, plant and equipment

Intangible assets

Liabilities

Current liabilities
Bank loans

Accounts payable and accrued liabilities

Current portion of long-term debt

Long-term debt (note 4)

Shareholders’ Equity (Deficiency)

Share capital (note 5)
Contributed surplus

Other equity components (note 6)
Stock options plan (note 6a)

Unit options

Warrants (note 6b)

Deficit

Accumulated other comprehensive income (loss)

December 31,

June 30, 2009 2008
$ $
(unaudited) (audited)
2,077,444 1,091,347
7,163,186 12,936,773
185,869 181,587
1,701,289 1,428,289
44,962 44,750
94,819 76,962
11,267,569 15,759,708
4,077,573 4,065,399
751,556 778,512
16,096,698 20,603,619
985,000 727,950
1,426,281 1,314,089
83,225 73,071
2,494,506 2,115,110
15,359,330 15,209,518
17,853,836 17,324,628
37,231,840 37,182,667
1,554,247 1,087,608
731,504 500,081

- 66,640

8,010,579 8,410,743
(49,339,815) (43,920,364)
54,507 (48,384)
(1,757,138) 3,278,991
16,096,698 20,603,619

The accompanying notes are an integral part of these interim consolidated financial statements.

Approved by the Board of Directors

(signed) RANDAL CHASE, PH.D.

(signed) ANDREW J. SHELDON

Director
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Medicago Inc.

Interim Consolidated Statements of Earnings and Comprehensive Loss
For the three and six-month period ended June 30, 2009 and 2008

(unaudited)

Revenues

Revenues from license agreement

Revenues from research agreements

Less: Warrants issued under a licensing agreement

EXxpenses

Research and development

Research grants and contributions

Research and development tax credits

General and administrative, business development
and intellectual property

Stock-based compensation

Exchange (gain) loss

Depreciation of property, plant and equipment

Amortization of intangible assets

Gain on sale of available-for-sale investments

Financial expenses, net (note 7)

Loss for the period
Comprehensive Income (loss)

Unrealized gain on available-for-sale investments

Reclassification of gain on available-for-sale
investments realized upon sale to loss for the
period

Comprehensive loss for the period

Basic and diluted loss per share (note 12)

Three-month period ended

Six-month period ended

June 30 June 30

2009 2008 2009 2008

$ $ $ $
- 500,000 - 2,000,000
- 83,333 - 444,400

- - - (196,136)
- 583,333 - 2,248,264
1,827,151 1,116,174 3,224,523 2,231,878
(44,962) (6,250) (89,924) (13,750)
(168,000) (352,248) (273,000) (691,248)
855,822 685,120 1,748,418 1,329,910
124,365 62,340 239,307 104,572
(25,758) (1,833) (19,938) (6,555)
108,945 122,381 215,132 244,166
13,296 27,227 26,955 55,794
(72,695) - (72,695) -
176,291 507,174 420,673 895,928
2,794,455 2,160,085 5,419,451 4,150,695
(2,794,455) (1,576,752) (5,419,451) (1,902,431)
36,376 - 175,586 -
(72,695) - (72,695) -
(36,319) - 102,891 -
(2,830,774)  (1,576,752) (5,316,560) (1,902,431)
(0.03) (0.05) (0.06) (0.07)

The accompanying notes are an integral part of these interim consolidated financial statements.
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Medicago Inc.

Interim Consolidated Statements of Deficit, Accumulated Other Comprehensive Loss and

Contributed Surplus

For the three-month and six-month period ended June 30, 2009 and 2008

(unaudited)

Deficit

Balance — Beginning of period
Loss for the period

Balance — End of period

Accumulated comprehensive (income) loss
Balance — Beginning of period
Other comprehensive (income) loss

Balance — End of period

Total deficit and accumulated other
comprehensive loss

Contributed Surplus

Balance — Beginning of period
Stock options forfeited

Unit options forfeited

Warrants forfeited

Balance — End of period

Three-month period ended

Six-month period ended June

June 30 30

2009 2008 2009 2008

$ $ $
46,545,360 36,597,439 43,920,364 36,271,760
2,794,455 1,576,752 5,419,451 1,902,431
49,339,815 38,174,191 49,339,815 38,174,191
(90,826) - 48,384 -
36,319 . (102,891) -
(54,507) - (54,507) -
49,285,308 38,174,191 49,285,308 38,174,191
1,095,491 802,219 1,087,608 802,219
- 295 7,883 295
66,640 - 66,640 -
392,116 - 392,116 -
1,554,247 802,514 1,554,247 802,514

The accompanying notes are an integral part of these interim consolidated financial statements.
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Medicago Inc.

Interim Consolidated Statements of Cash Flows
For the three-month periods ended June 30, 2009 and 2008

(unaudited)

Cash flows from operating activities

Loss for the period

Items not affecting cash and cash equivalents
Warrants issued pursuant to licensing
agreement and as financing fees
Stock-based compensation costs
Depreciation and amortization
Amortization of deferred charges
Gain on sale of available-for-sale investments
Interest capitalized on long-term debt

Change in non-cash working capital items (note
8a)

Cash flows from financing activities
Bank loans contracted (reimbursed)
Long-term debt contracted

Payments on long-term debt

Issuance of units

Exercise of warrants

Issue expenses

Cash flows from investing activities
Sales of short-term investments

Additions to property, plant and equipment
Additions to intangible assets

Net change in cash and cash equivalents

Cash and cash equivalents — Beginning of
year

Cash and cash equivalents — End of year
Additional information

Interest paid

Three-month period ended

Six-month period ended

June 30 June 30

2009 2008 2009 2008

$ $ $ $
(2,794,455)  (1,576,752) (5,419,451) (1,902,431)
- 86,087 - 282,223
124,365 62,340 239,307 104,571
122,241 149,608 242,087 299,960
29,375 29,375 58,750 58,750

(72,695) - (72,695) -
33,060 195,854 66,386 367,943
(2,558,109)  (1,053,488) (4,885,616) (788,984)
(344,679) (456,287) (37,816) (738,858)
(2,902,788)  (1,509,775) (4,923,432) (1,527,842)
257,050 (128,255) 257,050 56,745

- - 46,820 -
(5,454) - (11,990) (6,536)
- - - 2,600,000

41,125 - 41,125 -
- - (83,290) (254,914)
292,721 (128,255) 249,715 2,395,295

4,284,293 - 5,949,173 -
(14,765) (68,496) (237,781) (123,712)
- (23,350) (51,578) (23,350)
4,269,528 (91,846) 5,659,814 (147,062)
1,659,461 (1,729,876) 986,097 720,391
417,983 2,673,978 1,091,347 223,711
2,077,444 944,102 2,077,444 944,102
219,277 309,705 466,533 336,272

4)

The accompanying notes are an integral part of these interim consolidated financial statements.



Medicago Inc.

Notes to Interim Consolidated Financial Statements
June 30, 2009

(Unaudited)

1 Interim financial information

The financial information for the three and six-month periods ended June 30, 2009 and 2008 are unaudited.
However, in the opinion of management, all adjustments necessary to present fairly the results of these periods
have been recorded. The adjustments made were of a normal recurring nature. The results of the interims
period are not necessarily indicative of results which may be expected for any other interim period or for the
full year.

The unaudited interim consolidated financial statements have been prepared by management in accordance
with Canadian generally accepted accounting principles (GAAP), using the same accounting policies as the
audited consolidated financial statements for the year ended December 31, 2008 with the exception of the
application of new accounting standards as described in note 2 hereunder. All disclosures required for annual
financial statements have not been included in these financial statements. These consolidated financial
statements should be read in conjunction with the Company’s most recent annual consolidated financial
statements.

Evaluation of Going Concern

Management is required to make an assessment of an entity's ability to continue as a going concern and takes
into account all available information about the future, which is at least, but is not limited to, 12 months from
the balance sheet date. Disclosure is required of material uncertainties related to events or conditions that may
cast significant doubt upon the entity's ability to continue as a going concern. Management’s assessment took
into account budgets for 2009 and forecasts for 2010. As a result of this assessment, management believes that
the Company has sufficient financial resources to fund planned expenditures and other working capital needs
for at least the 12-month period following the balance sheet date.

Consolidated financial statements

On April 1, 2007, the Company completed a corporate reorganization resulting in the creation of new entities to
perform all of its research and development activities. Consequently, the consolidated financial statements
include the accounts of Medicago Inc. and those of Medicago R&D Inc., 9177-4083 Québec Inc., 9157-4265
Québec Inc., Fiducie Financiére Medicago and SAS Medicago Europa.

2 New accounting standards

Adopted in 2009

On January 1, 2009, the Company adopted Section 3064, "Goodwill and Intangible Assets", of the CICA
Handbook. This section establishes standards for the recognition, measurement and disclosure applicable to
intangible assets. It replaces Section 3062, "Goodwill and Other Intangible Assets", and Section 3450,
"Research and Development Costs". The adoption of this new standard had not impact significantly our
financial position and results of operations.

In January 2009, the CICA's Emerging Issue Committee ("EIC") issued Abstract EIC-173, Credit Risk and the
Fair Value of Financial Assets and Liabilities, which requires entities to take both counterparty credit risk and
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Medicago Inc.

Notes to Interim Consolidated Financial Statements
June 30, 2009

(Unaudited)

their own credit risk into account when measuring the fair value of financial assets and liabilities, including
derivatives. EIC-173 will be effective for interim and annual periods beginning on or after January 1, 2009. The
adoption of this guidance had no significant impact on the consolidated financial statements.

Future accounting changes

In January 2009, the CICA published the following sections of the CICA Handbook that apply to interim and
annual financial statements relating to fiscal years beginning on or after January 1, 2011.

(@) Section 1582, "Business Combinations", which replaces the former Section 1581 with the same title,
establishes accounting standards for a business combination It provides the Canadian equivalent to
International Financial Reporting Standard IFRS3, "Business Combinations".

(b) Section 1601, "Consolidated Financial Statements"”, which replaces the former Section 1600 with the same
title, establishes standards for the preparation of consolidated financial statements.

(c) Section 1602, "Non-Controlling Interests". This new section establishes standards on accounting for non-
controlling interests in a subsidiary in consolidated financial statements prepared subsequent to a business
combination. It is equivalent to the corresponding provisions of International Accounting Standard IAS 27,
"Consolidated and Separate Financial Statements".

The Company is currently evaluating the impact of these new standards on its financial statements.

On February 13, 2008, the Accounting Standards Board confirmed the date of changeover from Canadian
GAAP to International Financial Reporting Standards ("1FRS"). Canadian publicly accountable enterprises
must adopt IFRS for their interim and annual financial statements relating to fiscal years beginning on or after
January 1, 2011. The Company has developed a plan for the conversion of its consolidated financial statements
to IFRS. An analysis of the differences between IFRS and the Company's accounting standards is underway.
This analysis is being conducted by taking into account the potential impacts, among others, on accounting
policies, financial reporting and information technologies

3 Short-term investments

December 31,

June 30, 2009 2008
$ $
(unaudited) (audited)

Term deposits bearing interest at annual rates ranging from 1.20% to

3.55%, maturing from November 2009 to June 2010 4,005,000 6,000,000
Bonds and discount notes, bearing interest at effective annual rates

ranging from 2.50% to 4.00%, maturing from December 2009 to

September 2015 3,158,186 6,557,575
Money market funds - 379,198

7,163,186 12,936,773

(6)



Medicago Inc.

Notes to Interim Consolidated Financial Statements
June 30, 2009

(Unaudited)

4 Long-term debt

Loan from Investissement Québec ("1Q"), bearing interest at prime
rate plus 3%, payable annually at a rate of 25% of net earnings
plus depreciation and amortization generated in the preceding
year over a period ending no later than December 21, 2014,
secured by a senior fixed and floating charge of $16,000,000 over
all property, plant and equipment and intellectual property of the
Company (@)

Deferred financing expenses

Discounted at a rate of 20%, refundable contribution granted under the
Technology Partnerships Canada program

Discounted at a rate of 20%, contribution under an innovation
program, payable in annual instalments of $60,000 until
September 2013

Discounted at a rate of 20%, contribution under an innovation
program, payable in semi-annual instalments of $6,536 until
October 2009

Loan bearing interest at 8%, payable in monthly payments of $2,118,
including principal and interest, maturing in March 2011

Less: Current portion

2009 2008

$ $

(unaudited) (audited)
15,318,648 15,318,648
(644,441) (703,191)
507,696 461,542
213,115 193,742
6,170 11,848

41,367 -
15,442,555 15,282,589
83,225 73,071
15,359,330 15,209,518

(@ Under the terms of the agreement, the Company undertook to meet a current ratio exceeding 1.3:1. As at

June 30, 2009, the current ratio was 4.5:1.

5 Share capital

e Authorized

o] Unlimited number of shares, without par value, of the following classes:

= Common shares, voting and participating

= Preferred shares, with rights, privileges and conditions to be determined by the Board of

Directors before issuance.

(7)
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Notes to Interim Consolidated Financial Statements
June 30, 2009

(Unaudited)

The share capital issued has varied as follows:

Six-month period ended

June 30 Year ended December 31
2009 2008
Number $ Number $
Common shares
Balance — Beginning of year 90,324,940 37,182,667 21,112,440 23,465,147
Issued pursuant to private
placements - - 69,050,000 14,207,918
Issued pursuant to the
exercise of warrants 139,000 49,173 162,500 50,586
Issue expenses * - - - (540,984)
Balance — End of year 90,463,940 37,231,840 90,324,940 37,182,667

* |ssue expenses were share out between common shares and warrants pro rata to their fair value.
6 Other equity components
(a) Stock option plan

The following table summarizes the stock option activity since January 1, 2008:

Six-month period ended June 30 Year ended December 31
2009 2008
Weighted Weighted
average average
Carrying exercise Carrying exercise
Number value price Number value price
$ $ $ $
Outstanding — Beginning of
period 2,344,595 500,081 0.89 1,415,958 263,821 1.10
Granted 3,472,650 - 0.26 965,968 - 0.59
Exercised - - - - - -
Forfeited (50,833) (7,883)* 0.83 (37,331) (9,452)* 1.00
Compensation costs
for the period - 239,306 - - 245,712 -
Outstanding — End of
period 5,766,412 731,504 0.51 2,344,595 500,081 0.89
Options exercisable — End
of period 1,309,536 - 1.05 1,046,954 - 1.12

(8)
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Notes to Interim Consolidated Financial Statements
June 30, 2009

(Unaudited)

*  During the six-month period ended June 30, 2009, 50,833 stock options were forfeited (37,331 in
2008). The corresponding credit amounting to $7,883 ($9,452 in 2008) has been recorded as
contributed surplus.

The following table summarizes information about outstanding and exercisable stock options as at June

30, 2009:
Stock options

Stock options outstanding currently exercisable

Weighted
average  Weighted Weighted
remaining average average
contractual exercise exercise
Exercise price Number life price Number price

(months)
$0.20 2,052,650 54 0.20 - -
$0.355 to $0.37 1,643,674 54 0.36 - -
$0.62 to $0.66 742,294 45 0.65 247,408 0.65
$1.00 to $1.11 1,175,706 23 1.03 910,040 1.05
$1.68 152,088 24 1.68 152,088 1.68
5,766,412 46 0.51 1,309,536 1.05

Assumptions used in determining stock-based compensation costs

The table below shows the assumptions used in determining stock-based compensation costs under the
Black-Scholes option pricing model:

Six-Month Year Ended

Ended December 31,

June 30, 2009 2008

Dividend yield Nil Nil

Expected volatility 95% 95%

Risk-free interest rate 1.75% 3.06%

Expected life (years) 5.00 5.00

Number of stock options granted 3,472,650 965,968
Weighted average fair value of options granted at market

price at the date of the grant (%) - 0.40
Weighted average fair value of options granted at a price

higher than the market price at the date of the grant ($) 0.12 0.42

Stock-based compensation costs 239,307 245,712
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June 30, 2009
(Unaudited)

(b) Warrants

The following table summarizes the warrant activity since January 1, 2008:

Outstanding and exercisable —

Beginning of year

Granted at the signing of a
non-exclusive license
agreement

Granted to the subscribers in
connection with private
placements

Granted to Investissement
Québec

Exercised

Forfeited

Warrant issue expenses

Outstanding and exercisable — End

of period

Six-month period ended June 30

Year ended December 31

2009 2008

Weighted Weighted

average average

Carrying exercise Carrying exercise

Number value price Number value price
$ $ $ $

64,933,196 8,410,743 0.39 7,430,653 1,787,553 1.05
2,000,000 196,136 0.23

57,025,000 6,577,082 0.35

- - - 643,877 258,260 0.70

(139,000) (8,048) 0.30 (162,500) (9,961) 0.25
(4,000,000)  (392,116) 0.75  (2,003,834)  (220,442) 1.10
- - - - (177,885) -
60,794,196 8,010,579 0.37 64,933,196 8,410,743 0.39

The following table summarizes the information relating to warrants outstanding and exercisable as at
June 30, 2009:

Exercise price

$0.250
$0.300
$0.375
$0.700
$1.120

Weighted

average

remaining

contractual

life

Number (years)
8,326,000 0.92
5,397,500 0.16
45,000,000 1.31
643,877 1.85
1,426,819 2.17
60,794,196 1.18
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Notes to Interim Consolidated Financial Statements
June 30, 2009

(Unaudited)

7  Financial expenses, net

Three-month period ended

Six-month period ended

June 30 June 30

2009 2008 2009 2008

$ $ $ $

Interest on long-term debt 237,612 339,338 499,251 672,032
Interest and bank charges 14,723 52,833 33,668 79,865
Amortization of deferred financing expenses 29,375 29,375 58,750 58,750
Warrants issued as financing fees - 86,087 - 86,087
Interest income (105,419) (459) (170,996) (806)
176,291 507,174 420,673 895,928

8 Additional information on cash flows

(@ Change in non-cash working capital items

Three-month period ended

Six-month period ended

June 30 June 30
2009 2008 2009 2008
$ $ $ $

Accounts receivable, grants and financing
receivable 32,645 (71,597) (4,494) (35,448)
Investment tax credits receivable (168,000) (227,059) (273,000) (566,059)
Prepaid expenses 44,123 58,168 (17,857) 12,433
Accounts payable and accrued liabilities (253,447) (132,466) 257,535 144,616
Deferred revenues on research agreements - (83,333) - (294,400)
(344,679) (456,287) (37,816) (738,858)

9 Economic dependence

100% of the revenues for the three and six-month period ended June 30, 2008 were with one customer.

10 Capital management

The Company views capital as the sum of long-term debt and Shareholders' Equity.

The Company's objectives when managing capital is to safeguard the Company's ability to continue as a going
concern in order to provide an adequate return to shareholders and maintain a sufficient level of funds to
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Notes to Interim Consolidated Financial Statements
June 30, 2009

(Unaudited)

finance its research and development activities, general and administrative expenses, working capital and
overall capital expenditures, including those associated with patents and trademarks.

To maintain or adjust the capital structure, the Company may attempt to issue new shares, issue new debt,
acquire or dispose of assets, all of which are subject to market conditions and the terms of the underlying third
party agreements.

The Company is not subject to any capital requirements imposed by a regulator.

The total capital as at June 30, 2009 and December 31, 2008 is calculated as follows:

June 30, December 31,

2009 2008

$ $

Long-term debt including current portion 15,442 555 15,282,589
Shareholders’ Equity (1,757,138) 3,278,991
Total capital 13,685,417 18,561,580

11 Financial instruments

The following table summarizes the fair value of financial instruments as at June 30, 2009 and December 31,
2008:

As at June 30, 2009

Carrying
value Fair value
Other
Held for Available Loans and financial
trading for sale receivables liabilities Total Total
$ $ $ $ $ $
Financial assets
Cash 9,553 22,509 - - 32,062 32,062
Cash equivalents - 2,045,382 - - 2,045,382 2,045,382
Short-term
investments - 7,163,186 - 7,163,186 7,163,186
Accounts receivable - - 105,307 - 105,307 105,307
Grants receivable - - 44,962 - 44,962 44,962
9,553 9,231,077 150,269 - 9,390,899 9,390,899
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(Unaudited)
Financial liabilities
Bank loans - - - 985,000 985,000 985,000
Accounts payable and
accrued liabilities - - - 1,268,524 1,268,524 1,268,524
Long-term debt - - - 15,442,555 15,442,555 16,086,996

- - - 17,696,079 17,696,079 18,340,520
As at December 31, 2008

Carrying
value Fair value
Other
Held for Available Loans and financial
trading for sale receivables liabilities Total Total
$ $ $ $ $ $
Financial assets
Cash 18,574 22,773 - - 41,347 41,347
Cash equivalents - 1,050,000 - - 1,050,000 1,050,000
Short-term
investments - 12,936,773 - - 12,936,773 12,936,773
Accounts receivable - - 83,321 - 83,321 83,321
Grants receivable - - 44,750 - 44,750 44,750
18,574 14,009,546 128,071 - 14,156,191 14,156,191

Financial liabilities
Bank loans - - - 727,950 727,950 727,950
Accounts payable
and accrued
liabilities - - - 1,156,333 1,156,333 1,156,333
Long-term debt - - - 15,282,589 15,282,589 15,985,780

- - - 17,166,872 17,166,872 17,870,063

Cash and cash equivalents and short-term investments are recorded at fair value. The fair value of other
financial instruments, except long-term, debt approximates their carrying value due to their short-term maturity
or to current market rates.

The fair value of long-term debt approximates its carrying value due to the current market rate for the Bio-
Levier loan and due to the use of the effective interest rate method for the other loans comprised in the long-
term debt.

Bank loans bear interest at variable rate. As at June 30, 2009, fluctuations of 1% in bank loans' interest rate
would have a positive or negative impact of $9,850 on loss and comprehensive loss.

The Bio-Levier loan (note 4) bears interest at variable rate. As at June 30, 2009, fluctuations of 1% in debt
interest rate would have a positive or negative impact of $153,186 on loss and comprehensive loss.
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12

13

The Company believes that, with the financial resources currently at its disposal, it has sufficient cash and cash
equivalents to meet its contractual liabilities for at least the next 12 months. To meet all its contractual
liabilities, the Company will need to raise additional funds in the future and will seek additional forms of debt
or equity financing, but cannot provide assurance that it will be successful in doing so.

Earnings per share

The following table summarizes the reconciliation of the basic weighted average number of shares outstanding
and the diluted weighted average number of shares outstanding used in the diluted earnings per share
calculations:

Three-month period ended Six-month period ended
June 30 June 30
2009 2008 2009 2008
Basic and diluted weighted average number
of shares outstanding 90,351,033 34,112,440 90,338,059 28,826,726
Dilutive effect of stock options 618,259 - 526,848 -
Dilutive effect of warrants 1,053,242 5,340,909 796,469 2,949,651
Diluted weighted average number of shares
outstanding 92,022,534 39,453,349 91,661,376 31,776,377
Excluded from the calculation where
exercise price are greater than average
market price
Stock options 5,148,196 2,156,919 5,238,397 2,156,919
Warrants 52,468,196 8,074,530 52,468,196 8,074,530

For the three and six-month periods ended June 30, 2009 and 2008, the diluted loss per share was the same as
the basic net loss per share since the dilutive effect of stock options and warrants was not included in the
calculation; otherwise the effect would have been anti-dilutive. Accordingly, the diluted loss per share for
those periods was calculated using the basic weighted average number of shares outstanding.

Comparative figures

Certain comparative figures have been reclassified to conform to current year’s presentation.

(14)
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