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M i s s i o n
Our mission – as a leading surgical sealant company servicing the acute
surgical wound care market – is to develop, manufacture and
commercialize innovative products which are beneficial to both patients
and operating room professionals, while increasing shareholder value.

P r o f i l e  
Haemacure Corporation is a Canadian company focused on the
development of its core technology – human plasma-derived fibrin
sealant – and the commercialization of its proprietary and licensed
surgical sealants, bio-materials and surgical devices, for use in a broad
range of applications in the acute surgical wound-care market.

In August 1998, Haemacure launched its first fibrin sealant product,
Hemaseel APR, in the United States, and more recently introduced
HemaSyst, its first private-label surgical sealant delivery system.

Haemacure is building a reputation as an acute surgical wound-care
company, and is uniquely positioned to become a world leader in 
this industry.

S a l e s  Re ve n u e s

Tra d e m a r k s
HEMASEEL, HEMASEEL APR, HEMASEEL HMN, HEMASYST and HEMAMYST are either registered trademarks or
trademarks of Haemacure Corporation in Canada and other countries. Other product names herein, if any, may
be trademarks of their respective owners.
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Consolidated statements of cash flows
Years ended October 31,

1 9 9 9 1 9 9 8

OPERATING ACTIVITIES

Net loss $(16,915,759) $(13,655,702)

Items not affecting cash
Amortization of capital assets 293,659 345,623
Amortization of other assets 1,529,595 656,593
Accrued interest on long-term debt 47,645 37,820
Accrued interest on other liabilities 760,638 327,000
Gain on disposal of capital assets (97,897) —
Exchange (gain)loss (18,196) 185,531
Unrealized exchange loss 25,239 38,600

$(14,375,076) $(12,064,535)

Net change in non-cash working capital balances 
related to operations [note 12] $(2,014,884) $ 939,500

Cash flows used in operating activities $(16,389,960) $(11,125,035)

FINANCING ACTIVITIES
Issuance of common shares $ 15,511,046 $ 154,820

Subscription for common shares to be issued [note 8] — 7,101,544

Repayment of long-term debt (51,319) (131,994)

Cash flows from financing activities $ 15,459,727 $ 7,124,370

INVESTING ACTIVITIES
Net acquisition of temporary investments $ (176,419) $ 6,814,105

Acquisition of capital assets (236,741) (157,067)

Disposal of capital assets 252,870 14,164

Acquisition of other assets — (1,847,246)

Reimbursement of acquisition cost of other assets — 689,150

Cash flows from (used in) investing activities $ (160,290) $ 5,513,106

Effect of exchange rate changes on cash and cash equivalents $ 18,196 $ (185,531)

(Decrease) increase in cash and cash equivalents (1,072,327) 1,326,910

Cash and cash equivalents at beginning of year 2,493,488 1,166,578

Cash and cash equivalents at end of year [note 12] $ 1,421,161 $ 2,493,488

Supplemental information
Interest paid is $8,807 [$14,365 in 1998].
Income taxes paid is $68,056 [$25,044 in 1998].

See accompanying notes
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Notes to consolidated
financial statements

October 31, 1999 and 1998

1. NATURE OF BUSINESS AND CUMULATIVE RESULTS FROM INCEPTION

The Corporation is in the development stage. It specializes in the development, manufacturing and marketing of biological adhesives and biomaterials for acute
surgical wound care.

The Corporation’s activities since incorporation have been to perform research and development, establish offices and its sales network, build research facilities,
and raise capital. Its planned principal operations have just commenced; accordingly, the Corporation has not achieved significant revenues to date.

The Corporation plans to pursue its R&D and marketing activities. These activities are subject to the risks inherent in any start-up company that operates in the
field of biotechnology. These risks relate to the successful completion of R&D activities, the marketing of the Corporation’s products and required financing.

The following table shows the cumulative results of the Corporation from its inception:

2. SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation
The consolidated financial statements include the accounts of the Corporation and its wholly owned subsidiaries.

Use of estimates
The preparation of financial statements requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities,
the disclosure of contingent assets and liabilities at year-end and the reported amounts of revenues and expenses during the reporting period. Actual results
may differ from the estimates and assumptions used.

Temporary investments
The temporary investments are valued at the lower of cost and fair market value.

Inventories
Inventories, which consist of products held for resale, are valued at the lower of cost, using the first-in, first-out method, and net realizable value, less allowance
for obsolescence in order to reflect the expiration date of the products.

Capital assets
Capital assets are recorded at cost, net of related government assistance and investment tax credits, and are amortized over their estimated useful life using
the declining balance method, except for leasehold improvements which are amortized using the straight-line method, at the following rates:

Government assistance and investment tax credits
Government assistance and investment tax credits are recorded as a reduction of the related expenditures or capital assets when there is reasonable assurance
of their ultimate realization.

Income taxes
The Company follows the deferred income tax allocation method in accounting for income taxes. Under this method, timing differences between income
for accounting purposes and income for tax purposes give rise to deferred income taxes.
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Period from January 1, 1990 to October 31, 1999

Revenues from sales, research contract and investment income $ 10,068,923

Expenses

Research and development 27,160,116

Cost of sales, selling and marketing expenses 16,342,178

General and administrative 15,751,097

Amortization of capital and other assets 4,025,459

Interest on long-term debt, other liabilities and financing costs 1,933,276

$ 65,212,126

Government assistance and investment tax credits (5,247,080)

$ 59,965,046

Cumulative loss before income taxes (49,896,123)

Income taxes recovered 170,540

Cumulative net loss from inception $ (49,725,583)

Share issue expenses 2,745,979

Deficit accumulated during the development stage $ (52,471,562)

Laboratory equipment 20%

Office equipment 20%

Computer equipment 30%

Leasehold improvements Lease term



Other assets
Other assets, mainly comprising manufacturing and distribution rights, are recorded at cost. Other assets are amortized using the straight-line method over
a period of eight years.

Translation of foreign currencies
Monetary assets and liabilities denominated in a foreign currency are translated into Canadian dollars at the rate of exchange in effect at the balance sheet date.
Other assets and liabilities as well as revenues and expenses denominated in a foreign currency are translated at the exchange rate prevailing at the transaction date.
Foreign currency translation gains and losses are included in the statement of operations of the reporting period, except those related to the translation of other
liabilities which are deferred and amortized over the remaining life of the other liabilities on a straight-line basis. The accounts of a foreign subsidiary are
translated using the temporal method.

Loss per share
The basic loss per share has been calculated using the weighted average number of outstanding common shares during the year. The fully diluted loss per share
is not shown since it would have the effect of reducing the loss per share.

Consolidated statements of cash flows
Effective November 1, 1998, the Corporation adopted the new recommendations of the Canadian Institute of Chartered Accountants with respect to the
presentation of cash flow information.

Under the new recommendations, non-cash transactions are excluded from the statement of cash flows and disclosed elsewhere in the financial statements. Cash
equivalents are restricted to investments that are readily convertible into a known amount of cash, that are subject to minimal risk of changes in value and which
have an original maturity of three months or less.

Cash flow information for the prior year has been restated to conform to the new recommendations. The effect of adopting the new recommendations was
to decrease the cash flows from financing activities by $9,021,806 and increase the cash flows from investing activities by $15,797,311 for the year ended
October 31, 1998.

3. INVENTORIES

4. CAPITAL ASSETS

6. LONG-TERM DEBT

[a] Under the terms of the agreement with Société de développement industriel du Québec [SDI], this loan bears interest at a rate equal to the rate prescribed
by the ministère du Revenu du Québec less 4% [5% as at October 31, 1999 and 5% as at October 31, 1998]. The interest for the year amounting to $47,645
[$37,820 in 1998] has been capitalized to the loan in accordance with the provisions of the loan agreement. The loan and interest thereon will be repayable in
installments equal to 10% of gross sales of the products stemming from the development of fibrin sealants. As of October 31, 1999 no such payment is due.
After repayment of the loan and the interest thereon, the Corporation will pay a royalty equal to 2% of gross sales from the date of final repayment until the end
of a period of 10 years starting with the commencement of the commercialization of the products.))
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1 9 9 9 1 9 9 8

Products held for resale $ 5,560,377 $ 2,829,737

Less: Allowance for obsolescence 3,427,714 198,206

$ 2,132,663 $ 2,631,531

1 9 9 9 1 9 9 8

Other assets, at cost $ 12,553,247 $ 12,553,247

Less: accumulated amortization 2,500,461 970,866

Net book value $ 10,052,786 $ 11,582,381

1 9 9 9 1 9 9 8

Accumulated Accumulated
Cost amortization Cost amortization

Laboratory equipment $ 1,518,123 $ 809,908 $ 1,895,391 $ 890,599

Office equipment 335,816 113,067 191,322 77,366

Computer equipment 269,136 164,923 253,431 136,251

Leasehold improvements 377,617 147,038 344,488 102,769

$ 2,500,692 $ 1,234,936 $ 2,684,632 $1,206,985

Less: accumulated amortization 1,234,936 1,206,985

Net book value $ 1,265,756 $ 1,477,647

1 9 9 9 1 9 9 8

Loan from Société de développement industriel du Québec [a] $ 892,925 $ 845,280

Bank loan bearing interest at prime rate plus 1.75%, repayable 
in monthly principal installments of $4,167 until February 2001 [b] 66,666 116,667

Loan bearing interest at 10%, repayable in monthly installments 
of $198, including principal and interest, until March 2005 9,871 11,190

$ 969,462 $ 973,137

Less: current portion 51,457 51,319

$ 918,005 $ 921,818

5. OTHER ASSETS



[b] A charge on equipment, in an initial amount of $300,000, has been provided to the bank in respect of this loan.

The minimum annual long-term debt principal repayments, excluding those relating to the SDI loan, are as follows over the next five years: $51,457 in 2000;
$18,276 in 2001; $1,778 in 2002; $1,965 in 2003; and $2,170 in 2004.

7. OTHER LIABILITIES

In April 1997, the Corporation entered into a licensing and manufacturing agreement to obtain the rights to manufacture and sell fibrin sealant in the United
States. Under this agreement, the Corporation is committed to make milestone payments.

Other liabilities represent the present value, discounted using a rate of 8.25%, of the milestones payments to be made by the Company to obtain the rights
to manufacture and sell fibrin sealant in the United States. As at October 31, 1999 and 1998, a total consideration of US $2,250,000 (CAN $3,210,200) has
been paid. These payments along with the discounted value of milestones payments to be made were included with other assets. 

Payments to be made are as follows:

8. SHARE CAPITAL

Authorized
Unlimited number of common shares.

Unlimited number of preferred shares, non-voting, issuable in series, with such rights and conditions as may be determined by the Board of Directors.

Issued and fully paid

During 1999, the Corporation issued 3,792,727 common shares for a cash consideration of $14,602,000.

On August 11, 1998, the Corporation received in advance a consideration of $7,101,544 following a third party’s subscription for 811,605 common shares of the
Corporation. The subscription agreement did not include any repayment terms and, as at October 31, 1998, it was reasonably certain that the issue of these shares
would be approved by the regulatory authorities. Consequently, the proceeds of this subscription are shown as "share capital paid-up and not issued" in the
Corporation’s share capital as at October 31, 1998.

On November 3, 1998, the Corporation obtained the necessary approval from the regulatory authorities to issue the 811,605 common shares and the shares were
issued on that date. Consequently, these shares are part of the common shares issued during the year and are shown as "share capital" in the Corporation’s
shareholder’s equity as at October 31, 1999.

Options
The Corporation has granted stock options to directors, officers and employees as follows:

Warrants
Warrants to purchase 332,095 common shares for a consideration of $750,000 in December 1998, were exercised on December 4, 1998.

9. INCOME TAXES

The provision for income taxes represents large corporations tax.

The Corporation has accumulated deductible temporary differences for the federal income tax amounting to approximately $5,019,000 which are due mainly to
scientific research and experimental development expenses and share issue expenses, the benefit of which is not recorded in the consolidated financial statements.
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US $1,500,000 Upon the Food and Drug Aministration’s (“FDA”) approval
for the Corporation to produce the product;

US $2,500,000 In June 2001, i.e. 36 months following the first delivery of the product;

US $2,500,000 In June 2004, i.e. 72 months following the first delivery of the product;

US $2,750,000 In June 2006, i.e. 96 months following the first delivery of the product.

1 9 9 9 1 9 9 8

Number Amount Number Amount

Common shares
Balance at beginning of year 11,023,168 $ 42,265,203 10,982,968 $42,110,383

Issued upon the exercise
of options and warrants 381,655 909,047 40,200 154,820

Issuance of common shares 4,604,332 21,703,544 — —

Total share capital issued and 
outstanding at end of year 16,009,155 $ 64,877,794 11,023,168 $42,265,203

Number
Expiry of common Exercise

date shares price

Stock option plan Various to 2009 678,390 $2.60 to $6.30

Other options 2004 9,310 $2.07

Other options No expiry date 150,000 $7.00

837,700



The Corporation also has not recorded the tax benefits of tax losses and investment tax credits carried forward for federal income tax purposes amounting to
approximately $21,823,000 and $797,000, respectively, and which expire as follows:

10. COMMITMENTS

[a] Under a licensing agreement relating to technology for use in certain applications, the Corporation is committed to pay royalties of 4% of net sales of products
derived from the use of the technology until the expiry of the applicable patents.

[b] As at October 31, 1999, the Corporation was committed under an agreement to purchase inventories from a supplier during the next six months for a total
of $2,170,000.

[c] The Corporation’s total commitments under operating leases amount to $2,345,000. The minimum payments, before taking into consideration the sub-lease
mentioned below, for the next five years are as follows: $499,000 in 2000 and in 2001; $473,000 in 2002; and $437,000 in 2003 and in 2004.

In 1998, the Corporation sub-leased to a third party part of its premises until the expiry of the head lease, equivalent to its commitment. The sub-lessee has the
option to terminate the sub-lease on December 31, 2001.

11. FINANCIAL INSTRUMENTS

The methods and assumptions used to estimate the fair value of each class of financial instruments for which it is practical to estimate a value are as follows:

Short-term financial assets and liabilities
The carrying amounts of these assets and liabilities are a reasonable estimate of the fair values because of the short maturity of these instruments. Short-term
financial assets comprise cash and cash equivalents, temporary investments and accounts receivable. Short-term financial liabilities comprise accounts payable
and accrued liabilities.

Long-term debt
The fair value is estimated using discounted cash flow analyses, based on the Corporation’s current incremental borrowing rates for similar types of arrangements.
There is no material difference between the carrying value and the fair value of the long-term debt, including other liabilities, with the exception of SDI loan
for which the fair value is not readily determinable.

12. STATEMENTS OF CASH FLOWS

Cash and cash equivalents
The cash and cash equivalents consist of cash on hand, bank balances and investments in money market instruments. The cash and cash equivalents shown in
the cash flow statements include the following balance sheet amounts:

Non-monetary transaction
During the year ended October 31, 1998, the Corporation purchased other assets by assumption of debt for an amount of $9,512,826.

13. SEGMENT DISCLOSURES

The Corporation considers it is operating in only one segment, which is the sector related to the market of acute surgical wound care. The Corporation allocates
revenues to individual countries according to the locations of the customers. Geographic information is as follows:

14. UNCERTAINTY DUE TO THE YEAR 2000 ISSUE

The Year 2000 Issue arises because many computerized systems use two digits rather than four to identify a year. Date-sensitive systems may recognize the year
2000 as 1900 or some other date, resulting in errors when information using year 2000 dates is processed. In addition, similar problems may arise in some
systems which use certain dates in 1999 to represent something other than a date. The effects of the Year 2000 Issue may be experienced before, on or after
January 1, 2000, and, if not addressed, the impact on operations and financial reporting may range from minor errors to significant systems failure which
could affect an Corporation’s ability to conduct normal business operations. It is not possible to be certain that all aspects of the Year 2000 Issue affecting the
Corporation, including those related to the efforts of customers, suppliers, or other third parties, will be fully resolved.
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Tax Investment
losses tax credits

2000 $ 586,000 $ 3,000

2001 2,574,000 38,000

2002 1,782,000 19,000

2003 1,908,000 57,000

2004 6,886,000 67,000

Tax Investment
losses tax credits

2005 $ 2,765,000 $ 23,000

2006 5,322,000 328,000

2007 — 206,000

2008 — 56,000

1 9 9 9 1 9 9 8

Cash on hand and balances with banks $ 759,929 $ 1,401,943

Short-term investments 661,232 1,091,545

Total cash and cash equivalents $ 1,421,161 $ 2,493,488

R e v e n u e s C a p i t a l  A s s e t s

1999 1998 1999 1998

Canada $ 311,666 $ 744,975 $ 996,917 $ 1,351,778

United States 5,454,337 317,937 268,839 125,869

$ 5,766,003 $ 1,062,912 $ 1,265,756 $ 1,477,647


