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Message to Shareholders

Dear Shareholders,

The main objective for Advitech in 2008 was to build a
sales momentum using the 2007 results as the cornerstone of
an overall strategy based on three main initiatives:

1. The growth of Dermylex® sales on the different markets
and territories for which we had signed distribution
agreements in 2006 and 2007 and access to new markets
through the signing of additional agreements;

2. The on-going development of our two technological
platforms (XP-828L and IM) with a stronger focus on the
wound healing application issued from the IM Platform;

3. The financing of the Corporation’s operations.

For the Dermylex® sales, we have experienced
mitigated results for 2008, having only reached the level of
revenues that was reached in 2007. This level of performance,
lower than our expectations, is the direct result of two main
factors:

e The delay of a major launch on the U.S. market by our
American distributor. This launch was initially planned for
the very beginning of 2008, and it has been rescheduled at
a later date, now forecasted for mid-May 2009; and

e The end of the year economical slowing has had a
significant impact on our discussion agenda with new
marketing and distribution partners. However, we have
maintained a high rate rhythm with potential partners that
should materialize in 2009. The following distribution
agreements have been signed since the beginning of fiscal
2008:

0 Hong-Kong: Associated Medical Supply;
o0 Iran: Dena Darou Pars Corporation;

o Jordan: Benkam Drug Store;
o]

United States: P.L. Thomas & Co. for some market
segments;

0 Canada: Purity Life Health Products, a Sunopta Inc.’s
division.

Moreover, an agreement with Bailleul-Biorga for the
distribution of Dermylex® in different targeted European
countries is in final discussion.

In parallel, many regulatory files have been finalized in
2008 to permit the sale of Dermylex® in new territories,
notably in Hong Kong, Indonesia and Mexico. Moreover, in
Taiwan, Dermylex® has been officially approved for resale in
Taiwanese hospitals. This approval follows a decision
rendered after a governmental analysis of clinical studies data
published by Advitech and a new study done at the McKay
General Hospital in Taipei. The management believes that this
new approval could generate additional marketing
developments in South-East Asia.

For the wound healing application, we have signed, at
the end of the year, a partnership agreement with Urgo
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Laboratories, a European leader in this market. With Urgo
Laboratories, we have a milestones schedule that should
permit us to generate value as soon as the second part of
2009. Wound healing does represent a significant opportunity
for Advitech and should help us to rapidly diversify our
products portfolio and this, ideally, in both pharmaceutical and
cosmaceutical sectors.

The financing of the corporation’s operations has been a
constant concern for the management of Advitech in 2008. As
early as the first quarter of 2008, we have initiated internal
discussions centered on the Advitech strategy plan and
consequently produced a new strategic plan for the 2009-2011
horizon. The discussions and negotiations with our financing
partners have been longer than forecasted and we reached an
agreement at the very beginning of 2009, compared to the
initial objective of October 2008. Of course, this delay in the
financing plan has had a significant impact on the management
focus.

On March 12th, 2009, the Corporation completed a
$1,000,000 private placement in equity with AgeChem Venture
Funds L.P. The proceeds of this placement, along with the
share and warrant certificates, are presently held under
escrow until the realization of the three following conditions:

(i) the conversion in common shares of at least 80%
of the principal amount of the Corporation’
outstanding debentures;

(i) the confirmation of TSX Venture Exchange’s
approval;

(iii) the approval of this private placement by
Advitech’s shareholders at the meeting scheduled
to take place on April 16, 2009.

As of today, we have executed written undertakings with
debenture holders, representing more than 80% of the
principal amount of the outstanding debentures, for the
conversion of their debentures upon release of the escrow.

Our strategic plan is now built around a mixed strategy
of organic and external growth. The financing with AgeChem
will only serve the needs of organic growth and should fill the
needs of the Corporation until 2010. The external growth
proposed is currently under evaluation with a few partners,
and we hope developments on this specific topic before the
end of 2009. We will investigate any opportunity capable to
generate value in terms either of products, technologies,
revenues and synergies with other corporations.

In this turbulent period, we have the double challenge to
grow revenues and assure our long term position. We are very
fortunate to have a strong network of financial, marketing and
R&D partners, who believed in Advitech and are still very
supportive of it. | would like to take this opportunity to thank
them for their support and insure them of our full collaboration.

Thanks again to our partners and our shareholders.

(signed)

Renaud Beauchesne, MBA

President and Chief Executive Officer
March 13, 2009



Management’s Discussion & Analysis

The following management’s discussion and analysis of operations’ results and
financial condition should be read in conjunction with the information from the Corporation’s
financial statements and related notes included in this report. The financial statements have
been prepared in accordance with Canadian Generally Accepted Accounting Principles. All
amounts are expressed in Canadian dollars.

The information contained in this management’s discussion and analysis report
reflects all material events occurring up to March 13, 2009, on which date it was approved
by the Board of Directors.

OVERVIEW

Advitech is a health sciences and technology company with a mission to discover
and commercialize proprietary and evidence-based natural health products. Effective and
safe, these products play a role in the prevention of immune-mediated inflammatory
disorders, such as psoriasis, eczema and inflammatory bowel disease. Advitech produces
Dermylex® for the treatment of mild-to-moderate psoriasis. Advitech has an ongoing
research program to develop new applications related to wound healing. This development
is derived from both its XP-828L and IM platforms. Advitech launched during 2008 a line of
products for skin regeneration, remodeling and skin immune support and a line of bioactive
growth factors targeting applications for the immune system and athletic performance.

GLOBAL PERFORMANCE

The main objective for Advitech in 2008 was to build a sales momentum using the
2007 results as the cornerstone of an overall strategy based on three main initiatives: the
growth of Dermylex® sales, the on-going development of its two technological platforms
and the financing of the Corporation’s operations.

Revenues and Dermylex® sales

Revenues reached $1,063,322 in 2008 compared to $1,110,157 in 2007, a $46,835
or 4.2% decrease.

For the Dermylex® sales, the level of performance, which is lower than the
Corporation’s expectations, is the direct result of two main factors: the delay of a major
launch on the U.S. market by the American distributor, and the end of the year economical
slowing which has had a significant impact on the discussion agenda with new marketing
and distribution partners. However, the Corporation has maintained a high rate rhythm with
potential partners that should materialize in 2009.

The following agreements have been signed since the beginning of fiscal 2008:

A distribution agreement for Honk Kong with Associated Medical Supply;

A distribution agreement for Iran with Dean Darou Pars Company;

A distribution agreement for Jordan with Benkam Drug Store;

A distribution agreement for some market segments in United States with
P.L. Thomas & Co.;

A distribution agreement for Canada with Purity Life Health Products, a Sunopta
Inc.’s division;

A memorandum of understanding with Bailleul-Biorga for the distribution of
Dermylex® in some targeted European countries. A distribution agreement is in final
discussion.

Many regulatory files have been finalized in 2008 to permit the sale of Dermylex® in
new territories, notably in Hong Kong, Indonesia and Mexico. Moreover, in Taiwan,
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Dermylex® has been officially approved for resale in Taiwanese hospitals. This approval
follows a decision rendered after a governmental analysis of clinical studies data published
by Advitech and a new study done at the McKay General Hospital in Taipei.

Research and development

During 2008, the clinical study on psoriasis confirmed the efficacy of Dermylex® on
mild-to-moderate psoriasis at a daily dosage of 800 mg. The detailed results of the clinical
trial were published in the June 2008 edition of Alternative Medicine Review, a peer-
reviewed journal. Moreover, an open-label study produced significant data suggesting that
XP-312, a product developed by Advitech, has utility in the treatment of eczema.

With respect to the wound healing program, Dr Charles Doillon, MD, Ph.D., from the
Oncology and Molecular Endocrinology department of the Centre Hospitalier de I'Université
Laval Research Centre, presented the unique properties of Advitech's IM-fraction
technological platform at the 3rd Congress of the World Union of Wound Healing Societies
held in June 2008 in Toronto. The World Union of Wound Healing Societies congress is held
every four years and is attended by health care professionals from all corners of the world.

For the wound healing application, the Corporation has concluded in 2008 a
collaboration agreement with Urgo Laboratories, a leading French company in the wound
healing market. This agreement, which relates to both IM and XP-828L platforms, will
upgrade the Company’s current R&D program on wound healing, and should end in 2009
with a development or a co-development agreement. The milestones schedule should
permit the Corporation to generate value as soon as the second part of 2009. Wound
healing does represent a significant opportunity for Advitech, and it should help the
Corporation to rapidly diversify its products portfolio and this, ideally, in both
pharmaceutical and cosmaceutical sectors.

Financing activities

In 2008, the Corporation concluded with a Canadian chartered bank an agreement
for a $500,000 bank loan, bearing interest at prime rate plus 2.25%, repayable over 48
months. The bank loan is secured by the Corporation’s assets and a guarantee from
Investissement Québec. As at December 31, 2008, an amount of $390,884 had been drawn
against this bank loan, and an amount of $109,116 was available, conditionally to the
respect by the Corporation of certain financial ratios required by the banking institution.

SUBSEQUENT EVENT

On March 12, 2009, the Corporation completed a $1,000,000 equity private
placement of 50,000,000 units at a price of $0.02 per unit. Each unit issued as part of the
private placement consists of one common share in the share capital of Advitech and of one
common share purchase warrant. Each warrant will entitle its holder to purchase one
common share at a price of $0.05 per share for a period of one year following the date of
issuance of the warrants, and, thereafter, at a price of $0.10 per share until the fifth
anniversary of the date of issuance of the warrants. The proceeds of this placement, along
with the share and the warrant certificates, are presently held under escrow until the
realization of the three following conditions: (i) the conversion in common shares of at least
80% of the principal amount of the Corporation’ outstanding debentures, (ii) the
confirmation of TSX Venture Exchange’'s approval, and (iii) the confirmation of Advitech
shareholders’ approval at the meeting scheduled for April 16t, 2009. As at March 12, 2009,
the Corporation had in hand written undertakings from debenture holders, representing
more than 80% of the outstanding debentures, for the conversion of their debentures upon
release of the escrow.

DISCLOSURE IN UNCERTAIN ECONOMIC TIMES

According to the Corporation’s management, the risk generated by the actual economic
conjuncture essentially relies on four elements:
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e The potential degradation of the financial capacity of the Corporation’s distributors in
concern with the access to credit for their operations and their development.

e The potential delay in the launching of products using the ingredients of the
Corporation. The companies tend to manage their risk differently than in the past and
they could have to reduce the number of launchings of new products or to delay
launchings initially planned for 2009.

e The renegotiation of agreements signed between the distributors and the
Corporation. This potential renegotiation could rely on either prices or minimum
purchase volumes.

e The potential regrouping of distributors to benefit from economy of scale. In this
case, there is always a revaluation of the range of products and some of these may
be abandoned.

These risk elements may affect the Corporation’s revenues for the next months.

As for its financial position, the Corporation must meet as soon as possible the
conditions relating to the private placement of $1,000,000 with AgeChem in order to benefit
from it to continue to follow its business plan and to fuel its growth. The management
expects to be able to meet these three conditions by April 16th, 2009, at which date the
Corporation will seek, among others, authorization from its shareholders on the terms of the
private placement.

With this financing, along with the projected reduction of financial charges generated

by the conversion of the debentures, we believe that the Corporation would be in a good
position to operate for the next months, in spite of the economic crisis related risks.

SELECTED FINANCIAL INFORMATION

2008 2007 2006
Total revenues $ 1,063,322 $ 1,110,157 $ 661,285
Net loss $  (1,539417) $  (1,349,753) $  (1,375,059)
Net loss per share, basic and diluted $ (0.021) $ (0.019) $ (0.025)
Total assets $ 1,416,296 $ 2,242,012 $ 1,236,913
Long-term liabilities $ 2,056,307 $ 1,710,064 $ 1,092,407

RESULTS OF OPERATION

Year ended December 31, 2008 compared to year ended December 31,
2007

Net loss amounted to $1,539,417 for the year ended December 31, 2008, compared
to a net loss of $1,349,753 for the year ended December 31, 2007, an increase of $189,664
or 14.1%.

Revenues

For the year ended December 31, 2008, total revenues amounted to $1,063,322
compared to $1,110,157 for 2007. The $46,835 or 4.2% decrease is mainly driven by the
delay in U.S. sales and due to the absence of royalties during 2008, whereas in the
corresponding period in 2007, an amount of $93,196 of non-recurring royalties was
generated by a discontinued Advitech product and by a licensing agreement on one of the
Company'’s technology applications.



_6-

Canadian sales for the year 2008 totalized $32,004 compared to $157,069 for the
year 2007, a decrease of $125,065 or 79.6% due to delays surrounding the change of the
Canadian distributor. Purity Life Health Products should start the Canadian distribution of
Dermylex® starting April 1st, 2009. The 2008 sales in the United States generated $95,445
compared to $419,659 during the year 2007, a decrease of $324,214 or 77.3% mainly due
to the report of the US launching orchestrated by our American partner. This launching,
initially scheduled for 2008, was delayed to another latter date and now planned for the
middle of May 2009. These sales drops in Canada and the United States have been
compensated in 2008 by sales made with new partners, in particular in Mexico, in Indonesia
and in Hong Kong.

Operating expenses

For the year ended December 31, 2008, the gross margin on products sales, before
royalties, amounted to $570,358, or 53.6%, compared to a gross margin of $565,912, or
55.6% in 2007. The gross margin decrease, in percentage, is due to two specific sales
made to a client effected at a special price, which was lower than usual. These two sales
amounted to $178,722 and generated approximately a 46% gross margin. As per an
exclusive license agreement signed with a third party regarding a technology, the
Corporation must pay royalties on sales derived from the underlying technology since
January 1st, 2007.

Selling, general and administrative expenses amounted to $1,326,384 for the year
ended December 31, 2008, compared to $1,097,953 for the same period in 2007, a
$228,431 or 20.8% increase resulting from a higher allowance for doubtful accounts, from
the addition of two senior resources in selling and marketing and from the increase in
Dermylex® Quality Control expenses.

Research and development expenses were $521,384 for the year ended
December 31, 2008, compared to $556,653 for the year ended December 31, 2007, a
$35,269 or 6.3% decrease due to staff transfer from R&D to Quality Control, and to the
termination of employment of the Vice-President of R&D who was replaced by the
Corporation’s Director of R&D. The wound healing program’s expenses, which mainly
occurred during the last quarter of 2008, lowered this difference between fiscal years 2008
and 2007. Research and development tax credits and government grants totalled $198,411
for the fiscal year ended December 31, 2008, compared to $180,433 for the year ended
December 31, 2007. This $17,978 or 10.0% increase, in spite of a decrease in research and
development expenses, is mostly due to the grant received for the wound healing program
about fees of a Centre Collégial de Transfert de Technologies (“CCTT"), and to the special
tax credit from government of Québec relating to the CCTT expenses.

Financial expenses amounted to $418,580 for the year ended December 31, 2008,
compared to $384,922 for the corresponding period in 2007, a $33,658 or 8.7% increase
resulting mostly from the increase in interest on long-term debt tied in with the new
$390,884 financing concluded in June 2008 with a Canadian chartered bank.

The Corporation recorded in 2008 a $67,811 foreign exchange gain, compared to a
$23,840 foreign exchange loss for the same period in 2007. This foreign exchange gain
results mostly from an 18% increase of euro value, compared to Canadian dollar, during
fiscal 2008. The Corporation does not have a foreign currency hedge policy.

Cash flows

As at December 31, 2008, the Corporation had a cash position of $278,224 (cash
and cash equivalents), compared to $1,158,459 as at December 31, 2007, an $880,235
decrease resulting mainly from the operating activities during the year 2008.

Operating activities accounted for $1,048,571 in cash decrease during 2008,
represented by a net loss adjusted for items not affecting cash of $1,376,113, and a
decrease in working capital requirements of $327,542. Cash used for operations was mainly
dedicated to research and development, commercialization activities and its underlying
administrative structure. For fiscal 2007, operating activities used $1,720,756 in cash
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represented by a net loss adjusted for items not affecting cash of $1,040,878 and an
increase in working capital requirements of $679,878.

During the year ended December 31, 2008, cash used in investment activities
amounted to $86,966 most of which was related to investments in intellectual property
protection. For 2007, cash used for investment activities accounted for $52,518 most of
which was related to investments in intellectual property protection. During 2008, fixed
assets have been financed by capital leases in the total amount of $19,933 ($0 in 2007).
These operations were with no effect on Corporation’s cash.

The Corporation generated $255,302 in cash from financing activities in 2008. An
amount of $390,884 was drawn against a bank loan concluded with a Canadian chartered
bank, and an amount of $14,485 was drawn against the commercial loan, from which $6,985
have been recognized as government grant and recorded in reduction of selling, general
and administrative expenses. The $90,892 bank loan was reimbursed during 2008, and
$52,190 was used for repayments on a term loan and on capital leases. In 2007,
$2,330,358 was generated by the Corporation’s financing activities. The Corporation raised
$948,000 in debentures, $1,406,128 in equity, $85,515 in term loans and $90,892 in bank
loans. A total of $130,515 of financing expenses was incurred to complete this financing. A
$47,313 portion of the term loan was recognized as government grant and recorded in
reduction of selling, general and administrative expenses. Finally, $22,349 was repaid on a
term loan.

SUMMARY OF QUARTERLY RESULTS

Quarter 1 Quarter 2 Quarter 3 Quarter 4

March 31 June 30 September 30 December 31

Year 2008

Total revenues 77,298 181,478 133,443 671,103
Net loss (442,920) (534,520) (424,633) (137,344)
Net loss per share, basic and diluted (0.02) (0.01) (0.01) (0.00)
Year 2007

Total revenues 53,315 273,803 377,463 405,576
Net loss (397,925) (509,399) (302,048) (140,381)
Net loss per share, basic and diluted (0.02) (0.02) (0.00) (0.00)

Quarterly variation analysis

Products aimed for psoriasis, as for the Dermylex®, have a particular sales cycle.
Indeed, psoriasis most often appears from autumn to spring. Therefore, Dermylex® sales
are mainly concentrated in the last two quarters of each year. However, revenues of the
quarter ended September 30, 2008 were not representative of this sales cycle. Dermylex®
sales on the American markets have been lower than expected by the Corporation due to
the rescheduling of the launch orchestrated by our American partner.

Fourth quarter of 2007 results

Net loss amounted to $137,344 for the fourth quarter ended December 31, 2008,
compared to $140,381 for the same period in 2007, a $3,037 or 2.2% decrease. Revenues
for the fourth quarter ended December 31, 2008 were $671,103 compared to $405,576 for
the corresponding period in 2007, an increase of $265,527 or 65.5%. The growth in
revenues from the sales of Dermylex®is the major driver.



LIQUIDITY AND CAPITAL RESOURCES
Liquidity

As at December 31, 2008, the Corporation had a cash position of $278,224,
compared to $1,158,459 as at December 31, 2007, an $880,235 decrease resulting mainly
from the operating activities during the year ended December 31, 2008.

In 2008, operations used $1,048,571 in cash. However, the decrease in working
capital requirements during 2008 generated an amount of $327,542, resulting mostly from
the $316,634 increase in accounts payable and accrued liabilities. The wound healing
program generated at the end of the year an approximated amount of $78,000 in accounts
payable and accrued liabilities. Moreover, the Corporation lightly increased its payment
delays, related to the accounts payable, while it is completing a $1,000,000 equity
financing. The working capital ratio is however normal and within the limit required by its
banking institution.

Capital resources

The Corporation currently has a $300,000 operating line of credit to finance
operations and working capital requirements. As at December 31, 2008, the balance of the
line of credit was $0. In 2008, the Corporation’s cash has been sufficient for operations and
working capital requirements. Since December 1st, 2008, the accounts receivable outside of
Canada are insured by Export Development Canada, up to 90%. The maximum coverage is
$275,000.

As at December 31, 2008, the Corporation had cashed an amount of $390,884
against a $500,000 bank loan concluded in 2008 with a Canadian chartered bank to finance
75% of its fiscal 2007 and fiscal 2008 business development, selling and marketing
expenses. Conditionally to the respect of the financial ratios required by its banking
institution, the Corporation has access to an amount of $109,116 against this bank loan.
However, as at December 31, 2008, the Corporation was not in compliance with one of the
required ratios. Therefore, this balance amount is not available for the moment.

Financing plan

On March 12, 2009, the Corporation completed with AgeChem Venture Fund L.P.,
which holds, before the completion of this private placement, 11.05% of issued and
outstanding, a $1,000,000 equity private placement of 50,000,000 units at a price of $0.02
per unit. Each unit issued as part of the private placement consists of one common share in
the share capital of Advitech and of one common share purchase warrant. Each warrant will
entitle its holder to purchase one common share at a price of $0.05 per share for a period
of one year following the date of issuance of the warrants, and, thereafter, at a price of
$0.10 per share until the fifth anniversary of the date of issuance of the warrants. The
proceeds of this placement, along with the share and the warrant certificates, are presently
held under escrow until the realization of the three following conditions: (i) the conversion in
common shares of at least 80% of the principal amount of the Corporation’ outstanding
debentures, (ii) the confirmation of TSX Venture Exchange’s approval, and (iii) the
confirmation of Advitech shareholders’ approval at the meeting scheduled for April 16th,
2009. As at March 12, 2009, the Corporation had in hand written undertakings from
debenture holders, representing more than 80% of the outstanding debentures, for the
conversion of their debentures upon release of the escrow

The Corporation’s strategic plan contains elements of organic and external growth.
The $1,000,000 private placement of AgeChem will fuelled the organic growth of the
Corporation and will not be used for the needs of the external growth. The management
expects this private placement to fulfill the Corporation’s needs for at least the next twelve
months.
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The forecasted conversion of at least 80% of the principal amount of the outstanding
debentures will reflect a better capital structure and a decrease of the financial charges
related to these debentures, which represents at least $185,000 per year.

With this financing, along with the projected reduction of financial charges generated
by the conversion of the debentures, the management believes that the Corporation will be
in a good position to operate for the next months, in spite of the economic crisis related
risks.

Financial ratios to maintain

Pursuant to the terms of the loan agreement and the credit facilities with a Canadian
chartered bank, the Company shall:

° Maintain a Total Debt/Net Tangible Value ratio equal or less than 2.5:1. This ratio is
checked yearly with the Company’s audited financial statements. For new loan
disbursements, this ratio is checked with the most recent internal financial
statements. As at December 31, 2008, this ratio was 99.64:1, therefore in default.
However, the banking institution sent to the Corporation on February 27, 2009, a
written waiver regarding this default effective until April 30, 2009. After this date, the
default will be waived only if a $1,000,000 equity financing has been completed and
cashed before April 30, 2009.

° Maintain a Working Capital ratio of 1.5:1 or better, checked yearly and upon every
loan disbursement. As at December 31, 2008, this ratio was 1.52:1.

CONTRACTUAL OBLIGATIONS

The Corporation entered into a lease expiring in June 2010 for administrative offices.
The Corporation is also party to a lease regarding research laboratories expiring in
December 2009.

The Corporation holds an exclusive license agreement with a third party regarding a
technology and its patents, for the development and commercialization of its products. The
agreement will end in 2013. The Corporation has an option to extend the term for the
remaining related patents duration. The Corporation agreed to pay a royalty on all products
sold derived from the underlying technology.

In 2008, the Corporation entered into two research and development agreements
with two entities regarding some services to be performed in 2009.

The Corporation’s minimum cash commitments, for the next two years, amount to
$161,824 in 2009 and $30,872 in 2010. The ministere du Développement économique, de
I'Innovation et de I'Exportation du Québec granted the Corporation a $48,100 grant that will
cover a part of the expenses related to one of the research and development agreements.

Except for these agreements, the Corporation has no operation or relationship with
entities which could significantly affect its operating results, liquid assets or financial
resources, or that could expose the Corporation to any liabilities not entered in the financial
statements.

OFF-BALANCE SHEET ARRANGEMENTS

During the year 2008, the Corporation has not entered into any off-balance sheet
arrangements.

CONTINGENCY

A client of the Corporation is trying to cancel a sale of $253,080 carried out in
December 2008 by Advitech, calling upon a non respect of the specifications of the quality
of the shipped stocks. The Corporation considers that the specifications set forth in the
agreement with such client have been respected and it will assert its rights.



- 10 -

GOING CONCERN

While the Financial Statements have been prepared on the basis of accounting
principles applicable to a going concern, some conditions and events cast doubt upon the
validity of this assumption. As a development stage company, the Corporation's continued
existence depends on its ability to develop and commercialize its products, and, as
required, to obtain regulatory authorities approvals for its products in the specific
geographical markets, as well as to obtain financial support from its shareholders.

On March 12, 2009, the Corporation completed a $1,000,000 private placement in
equity, the proceeds of which is held under escrow until the Corporation has met the three
following conditions: (i) the conversion in common shares of at least 80% of the principal
amount of the Corporation’ outstanding debentures, (ii) the confirmation of TSX Venture
Exchange's approval, and (iii) the confirmation of Advitech shareholders’ approval at the
meeting scheduled for April 16, 2009.

If the going concern assumption were not appropriate for these Financial

Statements, adjustments would be necessary in the carrying values of assets and liabilities,
the reported net results and the balance sheet classifications used.

INFORMATION ON OUTSTANDING SHARES

As at March 13, 2009, the number of outstanding common shares was 123,131,719.
With the addition of potential shares per the convertible debentures, warrants and options,
the number of shares and potential shares is 196,472,553, as detailed in the following
table:

Outstanding common shares as at March 13, 2009 123,131,719
Options granted pursuant to the Stock Options Plan 2,882,190
Conversion Rights of the June 2006 convertible debentures

) . 1,136,364
(Conversion price at $0.22)
Conversu_Jn nghts of the 2007 convertible debentures 7,604,546
(Conversion price at $0.22)
Warrants pursuant to the March 2007 private placement maturing 3.634.400
March 31, 2009 (conversion price at $0.25) ”
Warrants pursuant to the April 2007 private placement maturing 8.083.334
April 29, 2012 (conversion price at $0.19) D
Warrants pursuant to the March 2009 private placement maturing 50.000.000
March 12, 2014 (conversion price at $0.05) B

Balance as at March 13, 2009 196,472,553

On March 12, 2009, the Corporation completed a $1,000,000 equity private
placement of 50,000,000 units at a price of $0.02 per unit. Each unit issued as part of the
private placement consists of one common share in the share capital of Advitech and of one
common share purchase warrant. Each warrant will entitle its holder to purchase one
common share at a price of $0.05 per share for a period of one year following the date of
issuance of the warrants, and, thereafter, at a price of $0.10 per share until the fifth
anniversary of the date of issuance of the warrants. The proceeds of this placement, along
with the share and the warrant certificates, are presently held under escrow until the
realization of the three following conditions: (i) the conversion in common shares of at least
80% of the principal amount of the Corporation’ outstanding debentures, (ii) the
confirmation of TSX Venture Exchange’s approval, and (iii) the confirmation of Advitech
shareholders’ approval at the meeting scheduled for April 16th, 2009. As at March 12, 2009,
the Corporation had in hand written undertakings from debenture holders, representing
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more than 80% of the outstanding debentures, for the conversion of their debentures upon
release of the escrow.

If 100% of the outstanding debentures are converted at a forecasted price of $0.02
per common share on April 17, 2009 (the day after the special shareholders meeting), the
Corporation would issue a total of 106,289,887 common shares for the conversion of the
debentures and accrued interest thereon.

2009 OUTLOOK

In 2008, the Corporation maintained its discussions and has crossed significant
steps with new potential partners for the distribution of Dermylex®. During 2009, the
Corporation hopes to materialize distribution agreements covering the following territories:

Austria

Spain

Belgium

Turkey

Russia

United Kingdom
South of Africa

Starting April 1st; 2009, Purity Life Health Products should become the exclusive
distributor of Dermylex® for Canada, taking over for Jamieson Laboratories. As for the
United States, the exclusive American distributor of the Corporation, for certain market
segments, should proceed this spring to the official launching of Dermylex®. This launching
was initially scheduled in 2008. New agreements are also forecasted for the other market
segments.

For the wound healing application, the Corporation has concluded, at the end of
2008, a partnership agreement with Urgo Laboratories, a European leader in this market.
With Urgo Laboratories, Advitech has a milestones schedule that should permit to generate
value as soon as the second part of 2009. Wound healing does represent a significant
opportunity for Advitech and should help the Corporation to rapidly diversify its products
portfolio and this, ideally, in both pharmaceutical and cosmaceutical sectors.

CHANGES IN ACCOUNTING POLICIES

Changes in accounting policies starting January 1, 2008

On January 1, 2008, the Corporation adopted five new sections of the Canadian
Institute of Chartered Accountants (CICA) Handbook: the modification of section 1400 -
General Standards of Financial Statement Presentation, section 1535 — Capital Disclosure,
section 3862 — Financial Instruments — Disclosure, section 3863 — Financial Instruments —
Presentation, and section 3031 - Inventories. The prior year's comparative figures have not
been restated.

GENERAL STANDARDS OF FINANCIAL STATEMENT PRESENTATION

CICA amended section 1400 of CICA Handbook to include new requirements
regarding an entity’s ability to continue as a going concern.

CAPITAL DISCLOSURE

Section 1535 establishes the required disclosure concerning the Corporation’s
objectives, policies and procedures for managing capital, quantitative data about what the
Corporation regards as capital, whether the Corporation has complied with any capital
requirements and the consequences of non-compliance with such capital requirements. See
Note 17 of financial statements.
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FINANCIAL INSTRUMENTS - DISCLOSURE AND PRESENTATION

Sections 3862 and 3863 replace section 3861, Financial Instrument — Disclosure and
Presentation, revising and enhancing its disclosure requirements. Sections 3862 and 3863
will increase the emphasis on disclosure that enable users of financial statements to
evaluate the nature and extent of risks arising from financial instruments to which the
Corporation is exposed and how the Corporation manages those risks. See Note 18 of
financial statements.

INVENTORIES

Section 3031 provides guidance on the determination of cost and its subsequent
recognition as an expense, including any write-down to net realizable value. It also provides
guidance on the cost formulas that are used to assign costs to inventories. The adoption of
this section did not have any impact on the Corporation’s financial statements.

Future changes in accounting

The CICA has issued section 3064, « Goodwill and intangible assets », replacing
section 3062, « Goodwill and other intangible assets » and section 3450, « Research and
development costs ». The new section will be applicable to financial statements relating to
fiscal years beginning on or after October 1, 2008. Accordingly, the Corporation will adopt
the new standards for its fiscal year beginning January 1, 2009. It establishes standards for
the recognition, measurement, presentation and disclosure of goodwill subsequent to its
initial recognition and of intangible assets by profit-oriented enterprises. Standards
concerning goodwill are unchanged from the standards included in the previous section
3062. The Corporation does not expect that the adoption of this new section will have a
material impact on its financial statements.

International Financial Reporting Standards (“IFRS”)

In February 2008, the CICA confirmed that Canadian reporting issuers will be
required to report under International Financial Reporting Standards (“IFRS”") effective
January 1, 2011. Reporting issuers will be required to provide IFRS comparative information
for the previous year. IFRS uses a conceptual framework similar to Canadian GAAP, but
there are significant differences on recognition, measurement and disclosures. The
Corporation expects the transition to IFRS to impact financial reporting, business processes
and information systems.

The Corporation commenced its IFRS conversion project in 2008. The project
consists of four phases: diagnostic, design and planning, solution development and
implementation. The Corporation engaged external advisors to assist with the diagnostic
phase, which involves a high level review of the major differences between current
Canadian GAAP and IFRS. This diagnostic work is now completed. Subsequently, the
Corporation will initiate the design and planning phase that will involve establishing issue-
specific work teams to focus on generating options and making recommendations in the
identified risk areas. During the design and planning phase, the Corporation will evaluate
the impacts of the IFRS transition.

FINANCIAL INSTRUMENTS

Fair value

Cash and cash equivalents, accounts receivable, tax credits receivable, accounts
payable and accrued liabilities, long-term debt and convertible debentures are financial
instruments whose fair values approximate their carrying values due to their short-term
maturity or to floating or current interest rates for financial instruments with fixed rates.
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Risk Management Policies

The Corporation, through its financial assets and liabilities, is exposed to various
risks. The following analysis provides a measurement of risks as at the balance sheet date
of December 31, 2008.

Interest Rate Risk

Interest rate risk arises when fluctuations in market interest rates change the cash
flows of the Corporation’s investments and floating interest rates debts. As at December 31,
2008, the Corporation did not have investments, and it had a bank loan bearing interest at
prime rate plus 2.25% having a book value of $382,760.

Credit Risk

The use of financial instruments may lead to a credit risk that corresponds to the risk
of financial loss resulting from a counterparty’s inability or refusal to completely fulfill their
contractual obligations. The Corporation’s principal financial assets are cash and cash
equivalents, accounts receivable and tax credits receivable. The Corporation’s credit risk is
primarily attributable to its accounts receivable. The Corporation believes that the credit
risk on accounts receivables is limited because 90% of its accounts receivable, other than
the ones from Canada, are insured by Exportation et développement Canada since
December 1st, 2008. As at December 31, 2008, the insured accounts receivable represent
77% [0% in 2007] of total accounts receivable.

The Corporation’s risk management policies include the assignment of risk ratings as
well as a level of authorization according to the rating and the amount of the financial
instrument placed with acceptable financial institutions such as secured bank deposits.
Consequently, the Corporation manages credit risk in accordance with established
investment policies. The Corporation establishes investment policies that are regularly
reviewed, updated and approved by the Board of Directors. These policies define the credit
risk limits according to the characteristics of the counterparties.

Concentration Risk

Concentration risk arises when investments are made with several entities with
similar characteristics or when a substantial investment is made with a single entity. As at
December 31, 2008, the accounts receivable of three clients represent 70% of total
accounts receivable, representing 14%, 20% and 36% respectively for each of these clients.

llliquidity Risk

[lliquidity risk represents the contingency that the Corporation is unable to gather the
funds required to respect its financial obligations at the appropriate time and under
reasonable conditions. The Corporation manages this risk so as to ensure that it has
sufficient liquidity at all times to be able to honor its current and future financial obligations,
in normal conditions and in exceptional circumstances. Financing strategies to ensure
management of this risk include resorting to the capital markets, the issuance of equity or
debt securities.

Foreign Exchange Risk

The Corporation realizes approximately 7% [46% in 2007] of its revenues in U.S.
dollars and 42% [39% in 2007] in euros, and is thus exposed to foreign exchange
fluctuations. The risk is partially offset by purchases in euros. As at December 31, 2008,
the Corporation is exposed to the foreign exchange risk through its accounts receivable for
an amount of $0 [$179,642 in 2007] and $247,995 [$247,550 in 2007] which have been
respectively negotiated in US dollars and in euros. It is also exposed to the foreign
exchange risk through its accounts payable and accrued liabilities for an amount of $19,806
[$10,308 in 2007] and $327,248 [$15,946 in 2007] which have been respectively negotiated
in US dollars and in euros. The Corporation does not edge its foreign exchange risk.
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Based on historic movements and volatilities in the above market variables, and
management’s current assessment of the financial markets, the Corporation believes the
following variations are reasonably possible over a 12-month period:

e Proportional foreign exchange rate variation of -10% (depreciation of Canadian dollar
(CND)) and +10% (appreciation of CND) against the US dollar (USD), from a year-
end rate of 0.8210.

e Proportional foreign exchange rate variation of -10% (depreciation of Canadian dollar
(CND)) and +10% (appreciation of CND) against the euro, from a year-end rate of
0.5866.

e Proportional variation of +1% / -1% in the prime interest rates.

If these variations were to occur, the impact on net earnings and equity for each
category of financial instruments held at the balance sheet date would be as follows:

Foreign Exchange Risk Foreign Exchange Risk

(USD) (EUR)
Carrying -1% +1% -10% +10% -10% +10%
amount

Interest Rate Risk

Earnings Earnings Earnings Earnings = Earnings  Earnings
and equity ' and equity and equity and equity and equity and equity

Financial assets

Cash and cash
equivalents $ 278224 (% 1,0411$ (L041)|$ 8142|$ (8142

Accounts receivable | ¢ 645,505 | $ -[s -1s -1$ -|s 8534]$ (8534

&

Financial liabilities

Accounts payable and
accrued liabilities $ 599464 |$ -1s
Long-term debt $ 435577

»

(1328)|$  1,328|$ (11,262)| $ 11,262
3909 [$  (3.909) $ -ls -1$ -|$

©“

Total increase (decrease) s 300(s (3909)s 8n|s 287|s s414]s (5419)

RISKS FACTORS

The following is a summary of important risks for the Corporation. This list is not
exhaustive:

History of Losses

The Corporation has a history of net losses. As at December 31, 2008, the
Corporation had an accumulated deficit of $12,961,517. The Corporation expects to
continue to incur net losses and may not achieve or maintain profitability. There is no
assurance that the Corporation will grow and be profitable.

Life Sciences Industry Risk

The Corporation will carry on business in the life sciences sector. This industry
involves a substantial degree of risk, which even a combination of experience, knowledge
and careful evaluation may not be able to overcome. Shareholders must rely on the ability,
expertise, judgment, direction and integrity of the management and the Board of Directors
of the Corporation.

Future Financing Risk

The Corporation will need additional financing in order to make further investments
or take advantage of unanticipated opportunities. The ability of the Corporation to arrange
such financing in the future will depend in part upon prevailing capital market conditions, as
well as the business success of the Corporation. There can be no assurance that the
Corporation will be successful in its efforts to arrange additional financing on terms
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satisfactory to the Corporation. If additional financing is raised by the issuance of shares or
other forms of convertible securities from treasury, control of the Corporation may change
and shareholders may suffer additional dilution. If adequate funds are not available, or are
not available on acceptable terms, the Corporation may not be able to take advantage of
opportunities, or otherwise respond to competitive pressures and remain in business.

Currency

The Corporation expects to have a significant portion of its sales denominated in
U.S. dollars and Euros, while its expenses will be primarily denominated in Canadian
dollars and in Euros. The Corporation's revenues and expenses, and its assets and
liabilities, are recorded in Canadian dollars. Fluctuations between the Canadian dollar and
U.S. dollar or the Euro may have a material effect on its profitability. To date, the
Corporation has not engaged in exchange rate hedging actions, and there can be no
assurance that any such actions undertaken in the future would prove successful.

Trading Market and Volatility

Announcements of results from research and development efforts, as well as market
conditions in the life sciences sector, may have a significant impact on the market price of
the Corporation’s shares. Share prices for companies in the life sciences sector have
experienced extreme price fluctuations that have been often unrelated to the operations of
the companies themselves. In addition, there can be no assurance that an active public
market will develop or be sustained for the common shares. The market price of the
common shares could be subject to significant fluctuations in response to quarterly
variations and operating results of the Corporation, announcements of innovations by the
Corporation or its competitors, changes in financial estimates by securities analysts or
other events or factors, many of which are beyond the Corporation’s control.

Product Liability Issues

In the health sector, lawsuits, often claiming substantial damages, are becoming
increasingly common. In particular, in the United States, lawsuits are filed by patients,
employees or beneficiaries against companies regarding their products. Therefore, the
Corporation faces an inherent business risk of exposure to product liability and other claims
in the event that the development or use of its technology or prospective products is alleged
to have caused any adverse effects. The Corporation maintains a products liability
insurance with coverage of $5 million. There can be no assurance that the Corporation will
be able to obtain or maintain sufficient insurance coverage to protect the Corporation from
product liability lawsuits.

There can be no assurance that the Corporation will be able to obtain or maintain
sufficient insurance coverage on acceptable terms with adequate coverage for its proposed
clinical trials and potential products. Such insurance is expensive, difficult to obtain and
may not be available in the future on acceptable terms, or at all. An inability to obtain
sufficient insurance coverage on reasonable terms or to otherwise protect against potential
product liability claims could prevent or inhibit the commercialization of the Corporation’s
potential products. A product liability claim brought against the Corporation could have a
material adverse effect on its business financial condition.

Government Regulations

The activities of the Corporation are subject to regulation by governmental
authorities, particularly Health Canada and the FDA. Achievement of the Corporation’s
business objectives are contingent, in part, upon compliance with regulatory requirements
enacted by these governmental authorities and obtaining all regulatory approvals, where
necessary, for the sale of its products. The Corporation cannot predict the time required to
secure all appropriate regulatory approvals for its products, or the extent of clinical testing
and documentation that may be required by governmental authorities. The Corporation may
not be able to obtain the approval of governmental authorities in any country to market its
products. Any delays in obtaining, or failure to obtain regulatory approvals in the United
States, Europe, Canada or other countries would significantly delay the development of the
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markets and products and would therefore adversely and severely affect the Corporation’s
business and financial condition.

Risks Inherent in Research and Development Activities

Research and development activities in the health sector involve a high degree of
risk and the likelihood of obtaining satisfactory results is contingent upon several factors
that are beyond the control of the Corporation, including : (i) the discovery of unexpected
toxicities or lack of efficacy of products which make them unattractive or unsuitable for
human use; (ii) preliminary results as seen in animal and/or limited human testing may not
be substantiated in larger controlled testing or clinical trials; (iii) manufacturing costs or
other factors may make manufacturing of products impractical; (iv) proprietary rights of third
parties or competing products or technologies may preclude commercialization; there can
be no insurance that the Corporation will be successful in bringing early-stage technologies
to market.

Market Acceptance and Reliance on Distributors to Market Products

There can be no assurance that the Corporation’s products, if approved, will gain
market acceptance. The extent of health professional and patient acceptance of the
Corporation’s products will depend on a number of factors including, but not limited to,
availability of competitive treatments, the relative cost of competitive treatments and
relative safety versus efficacy profile of competitive treatments. The success of the
Corporation’s marketing strategy will depend significantly upon its ability to establish
strategic alliances and distributorship agreements for its products and on the ability of its
distribution partners to market its products effectively. There can be no assurance that the
Corporation will be successful in this regard.

Competition

The market for the Corporation’s products is very competitive. The Corporation’s
products may compete with products from large pharmaceutical and life sciences
competitors who have longer operating histories, substantially greater financial, technical,
marketing resources than the Corporation does. Moreover, most of the products sold by
competitors from the pharmaceutical industry will benefit from reimbursement programs,
which are not or may not be available to nutraceutical products.

In addition, competitors from the nutraceutical industry may develop similar products
with alternate technologies and compete effectively against the Corporation. There can be
no assurance that the Corporation will achieve and maintain a superior position in the
market with its products.

Key Personnel

Although the Corporation has experienced senior management and personnel, the
Corporation is substantially dependent upon the services of a few key senior officers and
scientific personnel for the successful operation of its business. The loss of the services of
any of these personnel could have a material adverse effect on the business of the
Corporation. The Corporation does not have key man insurance on the life of these
personnel due to the prohibitive cost of such insurance.

Reliance on Contract Manufacturing

The Corporation possesses no product manufacturing plant of its own and will
depend upon contract processing for the fabrication of its products. The Corporation
currently has access to a pilot production facility but such facility may not be used to
achieve full scale production. The Corporation does not intend to build its own production
facility and will have to rely on third-parties for its manufacturing needs for the foreseeable
future. There can be no assurance that the Corporation will secure a production agreement
or that such agreement will be secured on satisfactory terms. Moreover, any disruption,
delay or production problem from its subcontractors may impair its ability to fulfil sales
orders and have a material impact on its business or financial condition.
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Raw Material Supply

The Corporation is depending upon third party organizations regarding raw material
supply. Even if the Corporation is trying to find new suppliers, it could be possible that
these suppliers will not be able to supply with material, or to supply with material fully
compliant with standards; delivery lead time and prices paid for these supplies could
increase; the Corporation could also be unable to find other suppliers in a reasonable lead
time. If one or another of these situations happens, there can be no assurance that the
Corporation will be able to continue its commercialization; sales and profitability could then
be negatively affected.

Intellectual Property and Licenses

The success of the Corporation is based on its ability to protect its technology and
its proprietary nutraceutical ingredients through patents and trade secrets. Nothing can
guarantee that these measures will be sufficient to protect any illegal appropriation or
infringement of its technology by a third party.

The Corporation may have to initiate proceedings in order to defend its intellectual
property, commercial secrets and to determine the validity and range of third party rights, or
to defend itself from claims of infringement or personal damages. Such procedures, whether
successful or not, could entail significant costs and the diversion of the Corporation’s
resources. Moreover, a successful lawsuit against the Corporation could prevent it from
exploiting its technology and restrict the use of its technology under licence in Canada, the
United States and overseas, thus having a negative impact on the financial situation and
results of the Corporation.

Management of Growth Strategy

If the Corporation is unable to effectively manage its planned growth and expansion,
its growth strategy could be negatively affected. Any inability to manage growth effectively
could have a material adverse effect on the business, results of operations and financial
condition of the Corporation.

Penetration of Markets and Continued Growth

If the Corporation fails to further penetrate its core markets and existing geographic
markets or successfully expand its business into new markets, the growth in sales of
products, along with the operating results, could be negatively impacted. The Corporation’s
ability to further penetrate its core markets and existing geographic markets in which it
competes or to successfully expand its business into additional countries is subject to
numerous factors, many of which are beyond the Corporation’s control. The Corporation
cannot assure that its efforts to increase market penetration will be successful. The
Corporation’s failure to do so could have an adverse effect on operating results.

Political and Economic Conditions in Geographic Markets

A significant portion of the Corporation’s sales is derived from its operations in
foreign markets. As such, the Corporation is subject to certain risks arising from its
international business operations that could be costly in terms of dollars spent, diversion of
management’s time, and revenues and profits, including: (i) difficulties and costs associated
with staffing and managing foreign operations; (i) unexpected changes in regulatory
requirements; (iii) difficulties in compliance with a wide variety of foreign laws and
regulations; (iv) changes in the international distribution network and direct sales forces; (v)
political trade restrictions and exchange controls; (vi) political, social or economic unrest;
(vii) inadequate and unreliable services and infrastructure; (viii) import or export licensing
or permit requirements; and (ix) greater risk on credit terms and long accounts receivable
collection cycles in some foreign countries.
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INFORMATION DISCLOSURE CONTROLS AND PROCEDURES

The preparation of the Annual Report is supported by a set of disclosure controls
and procedures under management’s responsibility. In 2008, this control structure was
reviewed and the effectiveness of its design and operation was evaluated by the
management.

This evaluation confirmed the effectiveness of the design and operation of disclosure
controls and procedures as at December 31, 2008. The Corporation’s management can
therefore provide reasonable assurance that material information relating to the Corporation
is reported to it on a timely basis so that it may provide investors with complete and reliable
information.

Lastly, this Interim Report was reviewed by the Audit Committee, and the Board of
Directors approved it prior to its publication.

FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements which reflect the Corporation's
current expectations regarding future events. These forward-looking statements involve
risks and uncertainties. Actual results may differ materially from those projected herein and
depend on a number of factors, including, but not limited, to the successful and timely
completion of pre-clinical and clinical studies, uncertainties related to the regulatory
process, the commercialization of products, the difficulty of predicting demand for products,
the impact of competitive products, the availability of raw materials, the protection of
intellectual property and fluctuations in operating results. The reader is cautioned not to
rely only on these forward-looking statements.

Additional information on the Corporation may be obtained on SEDAR website at:
www.sedar.com.
(signed)
Christian Labbé, Adm.A.

Vice-President and Chief Financial Officer
March 13, 2009



- 19 -

@& Advitech

Management's Report

Management’s responsibility for financial reporting

The Financial Statements of Advitech Inc., which have been approved by the Board of Directors,
were prepared by Management in accordance with Canadian generally accepted accounting principles
and contain certain amounts based on best judgment and estimates as their final determination is
dependant upon subsequent events. It is the opinion of Management that the accounting policies utilized
are appropriate in the circumstances and are adequate for reflecting the financial position and the results
of operations within reasonable limits of materiality. The financial information presented elsewhere in
this Annual Report is consistent with the information contained in the Financial Statements.

In order to carry out its responsibilities with regard to the Financial Statements, Management
maintains internal control systems that aim to provide a reasonable degree of certainty that transactions
are duly authorized, that the assets are well protected, and that adequate records are kept.

The Board of Directors’ Audit Committee, comprised solely of board members who are neither
managers nor employees of the Corporation, ensures that Management assumes its responsibility in
terms of Financial Statements. The functions of the Audit Committee are to:

0 Review the Financial Statements and recommend them for approval by the Board of Directors;

0 Review the systems of internal control and security;

o0 Recommend the appointment of the external auditors and their fee agreements to the Board of
Directors;

0 Review other accounting, financial and security matters as required.

This committee meets regularly with Management and the external auditors. The latter may, as
they see fit, meet with the Audit Committee, with or without Management, to discuss matters affecting the
audit and financial information.

The external auditors are appointed to report to the shareholders regarding the fairness of the
presentation of the Corporation’s Financial Statements. The auditors fulfil this responsibility by carrying
out an independent audit of these statements in accordance with Canadian generally accepted auditing
standards.

On behalf of Management,

(signed) (signed)
Renaud Beauchesne, MBA Christian Labbé, Adm.A.
President and Chief Executive Officer Vice-President and Chief Financial Officer

March 12, 2009 March 12, 2009
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Deloitte.
Auditors’ Report

To the Shareholders of Advitech Inc.

We have audited the balance sheets of Advitech Inc. as at December 31, 2008, and 2007, and the
statements of loss and comprehensive loss, deficit, contributed surplus and cash flows for the years then
ended. These financial statements are the responsibility of the Corporation's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by Management, as well as evaluating the
overall financial statements presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of
the Corporation as at December 31, 2008, and 2007, and the results of its operations and its cash flows
for the years then ended, in accordance with Canadian generally accepted accounting principles.

Sou»t :
}TGU e O Mt’.l\.q

Samson Bélair / Deloitte & Touche s.e.n.c.r.l.

Chartered Accountants

Québec, Canada, March 6, 2009

(Except for Note 2 and Note 21 which are as at March 12, 2009)

1 Chartered accountant auditor permit n® 11848
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STATEMENTS OF LOSS AND COMPREHENSIVE LOSS

Years ended December 31

2008 2007

Revenues
Products $ 1,063,322 $ 1,016,961
Royalties - 93,196
1,063,322 1,110,157
Operating Expenses
Cost of products 492,964 451,049
Royalties on products sales 49,691 46,309
Selling, general and administrative expenses 1,326,384 1,097,953
Research and development expenses, net of grants and tax credits 322,973 376,220
Financial expenses 418,580 384,922
Depreciation of fixed assets (Note 6) 19,614 19,001
Amortization of intangible assets (Note 7) 21,858 16,774
Foreign exchange loss (gain) (67,811) 23,840
Stock-based compensation (Note 11) 18,486 43,842
2,602,739 2,459,910
Net Loss and comprehensive loss $ (1,539,417) $ (1,349,753)
Further information on the earnings (Note 19)
Net loss per share, basic and diluted (Note 12) $ (0.021) $ (0.019)
STATEMENTS OF CONTRIBUTED SURPLUS
Years ended December 31
2008 2007
Balance, beginning of the year $ 1,625,693 $ 875,964
Warrants issued upon issue of the units - 585,887
Equity component of renegotiated convertible debentures - 120,000
Stock-based compensation (Note 11) 18,486 43,842
Balance, end of the year $ 1,644179 $ 1,625,693

STATEMENTS OF DEFICIT

Years ended December 31

2008 2007

Balance, beginning of the year $ (11,422,100) $ (9,986,726)
Changes in accounting policies - 44,894
Shares issue expenses - (115,110)
Convertible debentures issue expenses - (15,405)
Net loss (1,539,417) (1,349,753

Balance, end of the year $ (12,961,517) $ (11,422,100)

The accompanying notes are an integral part of these financial statements
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BALANCE SHEETS

As at December 31

2008 2007

ASSETS
Current assets
Cash and cash equivalents $ 278,224 $ 1,158,459
Accounts receivable 645,595 591,973
Tax credits receivable 114,123 125,571
Inventories (Note 5) 129,059 145,602
Prepaid expenses 3,259 39,798
1,170,260 2,061,403
Fixed assets (Note 6) 49,033 43,552
Intangible assets (Note 7) 197,003 137,057
$ 1,416,296 $ 2,242,012
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities
Bank loan $ -3 90,892
Accounts payable and accrued liabilities 599,464 267,103
Deffered revenues - 15,727
Current portion of long-term debt (Note 9) 172,137 48,907
771,601 422,629
Long-term debt (Note 9) 435,577 187,884
Convertible debentures (Note 10) 1,620,730 1,522,180
2,827,908 2,132,693
Shareholders’ equity (deficiency)
Share capital (Note 11) 9,392,526 9,392,526
Contributed surplus 1,644,179 1,625,693
Equity component of convertible debentures (Note 10) 513,200 513,200
Deficit (12,961,517) (11,422,100)
(1,411,612) 109,319
$ 1,416,296 $ 2,242,012

Going concern (Note 2)
Commitments and guarantees (Note 13)
Contingency (Note 14)

The accompanying notes are an integral part of these financial statements

On behalf of the Board,

(signed) (signed)
Renaud Beauchesne, MBA Pierre Labbé, CA
Director Director

President and Chief Executive Officer President of Audit Committee
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STATEMENTS OF CASH FLOWS

Years ended December 31

2008 2007

OPERATING ACTIVITIES
Net Loss $ (1,539,417) $ (1,349,753)
Adjustments for items not affecting cash
Stock-based compensation (Note 11) 18,486 43,842
Interest charged & capitalized (Notes 9 & 10) 103,346 155,938
Loss resulting from the renegotiation of debentures - 73,320
Depreciation of fixed assets (Note 6) 19,614 19,001
Amortization of intangible assets (Note 7) 21,858 16,774
(1,376,113) (1,040,878)
Change in non-cash working capital items
Accounts receivable and prepaid expenses (17,083) (418,078)
Tax credits receivable 11,448 10,596
Inventories 16,543 (62,592)
Accounts payable, accrued liabilities and deferred revenues 316,634 (209,804)
327,542 (679,878)
(1,048,571) (1,720,756)
INVESTING ACTIVITIES
Additions to fixed assets (5,162) (7,498)
Increase in intangible assets (81,804) (45,020)
(86,966) (52,518)
FINANCING ACTIVITIES
Increase (decrease) in bank loan (90,892) 90,892
Repayment of long-term debt (48,906) (22,349)
Increase in long term debt (Note 9) 398,384 38,202
Issue of units - 1,406,128
Convertible debentures issue - 948,000
Convertible debentures and shares issue expenses - (130,515)
Repayment of capital leases (3,284) -
255,302 2,330,358
Increase (decrease) in cash and cash equivalents (880,235) 557,084
Cash and cash equivalents - beginning of the year 1,158,459 601,375
Cash and cash equivalents - end of the year $ 278,224 $ 1,158,459
Additional information : Interest paid $ 286,583 $ 119,920
Cash and cash equivalents
Cash $ 278,224 $ 73,459
Temporary investments - 1,085,000
$ 278,224 $ 1,158,459

Operations with no effect on cash

During the year, fixed assets were acquired for a total amount of $25,095 ($7,498 in 2007), of which
$19,933 ($0 in 2007) were financed by capital leases. Disbursements of $5,162 ($7,498 in 2007) were
carried out for the purchase of fixed assets.

The accompanying notes are an integral part of these financial statements
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NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2008 and 2007

1. STATUTES AND NATURE OF ACTIVITIES

The Corporation is specialized in the research, development and commercialization of nutraceutical
ingredients and products.

The Corporation was created on June 30, 2004, pursuant to Canadian Business Corporations Act (CBCA)
as a result of the amalgamation of Dupont Capital Inc., a capital pool company, and Advitech Solutions
Inc., a company incorporated on May 31, 1995, under the CBCA.

2. GOING CONCERN

While the Financial Statements have been prepared on the basis of accounting principles applicable to a
going concern, some conditions and events cast doubt upon the validity of this assumption. As a
development stage company, the Corporation's continued existence depends on its ability to develop and
commercialize its products, and, as required, to obtain regulatory authorities approvals for its products in
the specific geographical markets, as well as to obtain financial support from its shareholders.

On March 12, 2009, the Corporation completed a $1,000,000 private placement in equity, the proceeds of
which is held under escrow until the Corporation has met the three following conditions: (i) the
conversion in common shares of at least 80% of the principal amount of the Corporation’ outstanding
debentures, (ii) the confirmation of TSX Venture Exchange’'s approval, and (iii) the confirmation of
Advitech shareholders’ approval at the meeting scheduled for April 16, 2009 (Note 21).

If the going concern assumption were not appropriate for these Financial Statements, adjustments would
be necessary in the carrying values of assets and liabilities, the reported net results and the balance
sheet classifications used.

3. ACCOUNTING POLICIES

Basis of presentation

The Financial Statements have been prepared in accordance with Canadian generally accepted
accounting principles and all amounts are expressed in Canadian dollars.

Use of estimates

The preparation of Financial Statements in conformity with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the Financial
Statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from these estimates.

Foreign currency conversion

Account balances and transactions denominated in foreign currencies are converted into Canadian
dollars using the temporal method. Under the temporal method, monetary assets and liabilities are
converted into Canadian dollars at the exchange rates in effect at the balance sheet date and non-
monetary assets and liabilities are converted at historical rates. Revenues and expenses are converted
at average rates prevailing during the year, except for amortization, which is converted at historical rates.
Conversion gains and losses are reflected in net earnings.
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Inventories

Inventories are valued at the lower of cost and net realizable value. The cost of raw materials and of
finished goods is determined using the first in, first out method. The cost of finished goods is composed
of raw materials and costs related to sub-contractors.

Fixed assets

Fixed assets are recorded at cost. They are depreciated over their estimated useful life using the
diminishing balance method at the following annual rates:

Research and development equipment: 20 %
Furniture and office equipment; 20 %
Computer hardware and software: 30 %

Intangible assets

Intangible assets consist of a license, patents and trademarks, and are recorded at cost. The cost
includes professional fees and other direct costs incurred to secure them. Amortization is calculated over
their useful life using the straight-line method and the following periods:

License: 10 years
Patents: 20 years
Trademarks: 10 years

Impairment of long-lived assets

Long-lived assets are tested for impairment when events or circumstances indicate that their carrying
amount may not be recoverable. Impairment exists when carrying value exceeds the total undiscounted
cash flows expected from use and eventual disposition of long-live assets. The amount of the impairment
if any is the excess of the carrying value over its fair value.

Financial instruments

Financial assets are classified as one of the following: held for trading, available-for-sale, held-to-
maturity and loans and receivables. Financial liabilities are classified as held for trading or other financial
liabilities. An entity can designate financial instruments as held for trading at the initial accounting, even
if this financial instrument does not satisfy the definition of financial instruments held for trading.
Financial instruments classified as held for trading under the fair value option should have a reliable fair
value.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of cash, payments in transit, and secured bank deposits that are
highly liquid investments held for the purpose of meeting short-term cash commitments and are classified
as held for trading. The change in fair value of these assets is recorded in the comprehensive income as
a reduction of the financial expenses.

ACCOUNTS RECEIVABLE

Accounts receivable are classified as loans and receivables and are recorded at cost, which at initial
measurement corresponds to fair value. Subsequent revaluations of accounts receivable are recorded at
amortized cost which generally corresponds to the initially measured amount less any allowance for
doubtful accounts.

FINANCIAL LIABILITIES

The Corporation has chosen to classify its financial liabilities (accounts payable, accrued liabilities, long-
term debt and convertible debentures) as other liabilities. The financial liabilities are initially measured at
cost value and subsequent revaluations are recorded at amortized cost using the effective interest rate
method.

TRANSACTION COSTS ON FINANCIAL INSTRUMENTS

Transaction costs related to financial assets classified as held for trading are recorded in income as
incurred. Transaction costs related to liabilities classified as other financial liabilities are capitalized and
amortized to income using the effective interest rate method.
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Revenue recognition

The Corporation recognizes product revenue when persuasive evidence of an arrangement exists,
delivery has occurred, the price to the buyer is fixed or determinable and collection is reasonably
assured. Royalties are recognized when a royalty report is provided by the Corporation’s strategic
partner and collection is reasonably assured.

Research and development expenses

All costs related to development activities, which do not meet generally accepted criteria for deferral, and
research expenses are expensed as incurred. Development costs that meet the generally accepted
criteria for deferral are capitalized, net of related tax credits and government grants, and amortized
against earnings over the estimated benefit period. As at December 31, 2008, and 2007, the Corporation
had not deferred any development costs.

Government assistance and tax credits

Government grants pertaining to operating expenses are recorded to earnings when the related expenses
are incurred. Government grants pertaining to fixed assets are recorded as a reduction of the cost of the
related asset acquired. Government grants are recorded when reasonable assurance exists that the
Corporation has complied, and will continue to comply, with all the terms and conditions of the grant. The
Corporation incurs research and development expenditures which are eligible for tax credits. The tax
credits recorded are based on management’s estimates of amounts that should be recovered and are
subject to an audit by the taxation authorities.

Stock-based compensation

The Corporation accounts for the cost of stock options granted using the fair value method. According to
this method, the cost of stock options is recorded as an expense and the corresponding amount is
recorded in the Corporation's contributed surplus. Stock-based compensation expenses are amortized
over the acquisition periods. Furthermore, all stock-based awards made to non-employees are also
measured and recognized using the fair value method.

Income taxes

The Corporation follows the liability method of accounting for income taxes. Under this method, future
income taxes are recognized based on the expected future tax consequences of differences between the
carrying amount of balance sheet items and their corresponding tax basis, using the enacted and
substantively enacted income tax rates for the years in which the differences are expected to reverse. A
future income tax asset is recognized to the extent that it is more likely than not to be realized.

Loss per share

Loss per share is calculated using the weighted average number of outstanding shares during the year.
The weighted average number of outstanding shares is the same for both basic and diluted per-share
calculations since the potential addition of shares in regards with convertible debentures, options and
warrants is anti-dilutive.

4. CHANGES IN ACCOUNTING POLICIES

Changes in accounting policies starting January 1, 2008

On January 1, 2008, the Corporation adopted five new sections of the Canadian Institute of Chartered
Accountants (CICA) Handbook: the modification of section 1400 — General Standards of Financial
Statement Presentation, section 1535 — Capital Disclosure, section 3862 — Financial Instruments —
Disclosure, section 3863 - Financial Instruments — Presentation, and section 3031 - Inventories. The
prior year's comparative figures have not been restated.

GENERAL STANDARDS OF FINANCIAL STATEMENT PRESENTATION
CICA amended section 1400 of CICA Handbook to include new requirements regarding an entity’s ability
to continue as a going concern.
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CAPITAL DISCLOSURE

Section 1535 establishes the required disclosure concerning the Corporation’s objectives, policies and
procedures for managing capital, quantitative data about what the Corporation regards as capital,
whether the Corporation has complied with any capital requirements and the consequences of non-
compliance with such capital requirements. See Note 17.

FINANCIAL INSTRUMENTS — DISCLOSURE AND PRESENTATION

Sections 3862 and 3863 replace section 3861, Financial Instrument — Disclosure and Presentation,
revising and enhancing its disclosure requirements. Sections 3862 and 3863 will increase the emphasis
on disclosure that enable users of financial statements to evaluate the nature and extent of risks arising
from financial instruments to which the Corporation is exposed and how the Corporation manages those
risks. See Note 18.

INVENTORIES

Section 3031 provides guidance on the determination of cost and its subsequent recognition as an
expense, including any write-down to net realizable value. It also provides guidance on the cost formulas
that are used to assign costs to inventories. The adoption of this section did not have any impact on the
Corporation’s financial statements.

Future changes in accounting

The CICA has issued section 3064, « Goodwill and intangible assets », replacing section 3062,
« Goodwill and other intangible assets » and section 3450, « Research and development costs ». The
new section will be applicable to financial statements relating to fiscal years beginning on or after
October 1, 2008. Accordingly, the Corporation will adopt the new standards for its fiscal year beginning
January 1, 2009. It establishes standards for the recognition, measurement, presentation and disclosure
of goodwill subsequent to its initial recognition and of intangible assets by profit-oriented enterprises.
Standards concerning goodwill are unchanged from the standards included in the previous section 3062.
The Corporation does not expect that the adoption of this new section will have a material impact on its
financial statements.

INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”)

The Accounting Standards Board of Canada has announced that accounting standards in Canada, as
used by public companies, will converge to IFRS over a transition period that is expected to be
completed by 2011. On February 13, 2008, the CICA confirmed 2011 as the official changeover date from
current Canadian GAAP to IFRS. The Corporation will convert to these new standards according to the
timetable set with these new rules.

5. INVENTORIES

2008 2007

Finished goods $ 66,181 $ 94,438
Raw materials 62,878 51,164
$ 129,059 $ 145,602




- 28 -

6. FIXED ASSETS

2008 2007

Cost Accumulgted Net value Cost Accumulqted Net value
amortization amortization
Research and
development
equipment $ 55,504 $ 48,286 $ 7,218 | $ 58,655 $ 49,09 $ 9,556
Furniture and
office equipment 89,919 67,523 22,396 79,896 62,968 16,928
Computer
hardware and
software 52,559 33,140 19,419 72,036 54,968 17,068
$ 197,982 § 148,949 § 49,033 | $ 210,587 $ 167,035 $ 43552

An amount of $19,614 has been recorded as depreciation for 2008 [$19,001 in 2007].

7. INTANGIBLE ASSETS

2008 2007

Cost Accumulgted Net value Cost Accumulgted Net value
amortization amortization

Patents & License  $ 264,968 $ 70,713 $§ 194,255 | $ 186,218 $ 49,161 $ 137,057

Trademarks 3,054 306 2,748 - - -
$ 268,022 $ 71,019 § 197,003 | $ 186,218 $ 49,161 $ 137,057

An amount of $21,858 has been recorded as amortization for 2008 [$16,774 in 2007].

8. CREDIT FACILITIES

The Corporation has access to an authorized $300,000 credit line secured by the accounts receivable.
The amounts drawn against the credit line bear interest at prime rate plus 1.50%. As at December 31,
2008, the credit line was not used.

In regards with the credit facilities, the Corporation must maintain some financial ratios required by its
banking institution. As at December 31, 2008, the Corporation was not in compliance with the Total
debt/Net tangible value ratio. However, the banking institution sent to the Corporation on February 27,
2009, a written waiver regarding this default effective until April 30, 2009. After this date, the default will
be waived only if a $1,000,000 equity financing has been completed and cashed before April 30, 2009
(Note 21).
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9. LONG-TERM DEBT

2008 2007

Commercial loan, without interest, to be repaid in four annual
consecutive payments of $25,000 from March 1st, 2010 $ 45702 $ 38,202

Participative loan, bearing interest at 12%, to be repaid in 48 equal
payments of $5,857 from July 2007 128,745 177,651

Authorized $500,000 bank loan, bearing interest at prime rate plus
2.25%, with a 6-month moratorium on capital, to be repaid over 48
months, and secured by the Company's assets and by a guarantee from

Investissement Québec 390,884 -
Capital lease for office equipment, 10.83%, repayable in quarterly
instalments of $760, including interest, maturing in March 2012 8,429 -
Capital lease for computer equipment, 15.67%, repayable in monthly
instalments of $342, including interest, maturing in July 2011 8,220 -
Capitalized interest and implicit interest 25,734 20,938
607,714 236,791
Current portion of long-term debt 172,137 43,907
$ 435577 $ 187,884

The commercial loan is authorized at $100,000. As at December 31, 2008, $100,000 was drawn against
the commercial loan. A $54,298 government grant was recognized in regard of the fact the loan is
interest free, from which $6,985 have been recorded against 2008 selling and marketing expenses.
Implicit interest charge on the commercial loan is calculated using the effective interest rate method.

In May 2008, the Corporation signed with a Canadian chartered bank an agreement for a bank loan.
According to this agreement, the Corporation has access to an authorized $500,000 bank loan, bearing
interest at prime rate plus 2.25%, to finance 75% of its fiscal 2007 and fiscal 2008 business development,
selling and marketing expenses. As at December 31, 2008, an amount of $390,884 had been drawn
against this bank loan, and an amount of $109,116 was available to be drawn. Regarding this bank loan,
the Corporation must maintain some financial ratios required by its banking institution. As at December
31, 2008, the Corporation was not in compliance with the Total debt/Net tangible value ratio. However,
the banking institution sent to the Corporation on February 27, 2009, a written waiver regarding this
default effective until April 30, 2009. After this date, the default will be waived only if a $1,000,000 equity
financing has been completed and cashed before April 30, 2009 (Note 21).

Capital repayments to be made on long-term debt within the next five years are as follows: $166,790 in
2009, $198,779 in 2010, $170,624 in 2011, $80,841 in 2012 and $25,000 in 2013.

Future minimum lease payments to be made on capital leases within the next five years are as follows:
$7,146 in 2009 ($1,800 in interest), $7,146 in 2010 ($1,052 in interest), $4,751 in 2011 ($290 in interest),
$760 in 2012 ($12 in interest) and $0 in 2013.
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10. CONVERTIBLES DEBENTURES

2008 2007

Convertible debentures, issued in June 2006, 12% interest, unsecured,

maturing in June 2011 $ 250,000 $ 250,000

Convertible debentures, issued in February 2007, 12% interest,

unsecured, maturing in January 2012 500,000 500,000

Convertible debentures, issued in March 2007, 12% interest, unsecured,

maturing in January 2012 448,000 443,000

Convertible debentures, issued in April 2007, 12% interest, unsecured,

maturing in June 2011 725,000 725,000

Less : Equity component of convertible debentures (513,200) (513,200)

1,409,800 1,409,800

Interest implicit and capitalized on convertible debentures, and issue

expenses 210,930 112,380
$ 1,620,730 $ 1,522,180

(See Note 21 on subsequent events: debentures conversion).

11. SHARE CAPITAL
Authorized
Unlimited number of shares.

Common Shares, voting, without par value.
Preferred Shares, without par value and issuable in series.

Issued
2008 2007
Number of Amount Number of Amount
shares shares

Outstanding common shares at the beginning

of the year 73,131,719 § 9,392,526 61,247,318 $ 8,547,285
Shares issued in connection with the issue of

units - - 11,717,734 820,241
Shares issued on debenture conversion - - 166,667 25,000
Outstanding common shares at the end of

the year 73,131,719 § 9,392,526 73,131,719 $ 9,392,526

Stock options plan

The Corporation has a Stock Options Plan (the “Plan”) reserving for issue 5,400,000 common shares.
Under the Plan, the Board of Directors may grant, at its discretion, options to purchase shares to certain
employees, officers, directors and consultants of the Corporation. The exercise price is established by
the Board of Directors.
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The Corporation’s outstanding stock options as at December 31, 2008 and 2007 and changes that
occurred during the years then ended are as follows:

2008 2007

. Number of Weighted Number of Weighted

Stock options plan ontions average ontions average
P exercice price P exercice price
Outstanding, beginning of the year 3,301,096 $ 0.21 3,110,262 $ 0.21
Granted 297,000 0.15 589,000 0.20
Cancelled (715,906) 0.18 (398,166) 0.19
Outstanding, end of the year 2,882,190 $ 0.22 3,301,096 $ 0.21
Exercisable, end of the year 2,378,191 § 0.23 2,469,598 $ 0.22

The following table summarizes information relating to the stock options outstanding as at December 31,
2008:

Outstanding options as Exercisable options
at December 31, 2008 as at December 31, 2008
Weighted Weighted
Stock options plan Number of average Number of average
P P options remaining life options remaining life
(years) (years)
Exercisable price $ 0,15 540,000 3.3 228,667 2.7
Exercisable price $ 0,20 465,190 2.9 272,524 2.5
Exercisable price $ 0,22 601,000 11 601,000 11
Exercisable price $ 0,25 1,276,000 0.5 1,276,000 0.5
2,882,190 15 2,378,191 1.1

During the year ended December 31, 2008, the Corporation granted 297,000 options [589,000 in 2007] to
certain employees, directors and consultants, having an exercise price higher than the market price as at
grant date. The fair value of each granted option was determined using the Black-Scholes option pricing
model and the following weighted average assumptions:

2008
Risk-free interest rate 3.11%
Expected volatility 137%
Expected life 5 years
Expected dividend yield 0%
Fair value of granted options $0.05

The stock-based compensation expenses pertaining to the options granted have been amortized using
the graded vesting method. A compensation expense of $18,486 was recorded in 2008 [$43,842 in 2007].
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Warrants

The following table presents Corporation’s outstanding warrants as at December 31, 2008 and 2007:

2008 2007

Weighted Weighted
Warrants Number average Number average
exercice price exercice price

Warrants issued in connection with the units
offering of December 2006 and matured since -5 - 6,447,500 $ 0.15
December 15, 2008

Warrants issued in connection with the units

offering of March 2007 maturing in average in 3,634,400 0.25 3,634,400 0.20
0.2 year

Warrants issued in connection with the units

offering of April 2007 maturing in average in 8,083,334 0.19 8,083,334 0.17
3.3 years

Outstanding, end of the year 11,717,734 § 0.21 18,165,234 $ 0.17
Exercisable, end of the year 11,717,734 § 0.21 18,165,234 $ 0.17

12. LOSS PER SHARE

The following table shows the reconciliation between basic and diluted loss per share:

2008 2007

Net loss $ (1,539,417) $ (1,349,753)
Weighted average number of outstanding shares - basic and diluted 73,131,719 69,529,113
Net loss per share basic and diluted $ (0.021) $ (0.019)

Loss per share is calculated using the weighted average number of outstanding shares during the year.
The weighted average number of outstanding shares is the same for both basic and diluted per-share
calculations since the potential addition of shares in regards with convertible debentures, options and
warrants is anti-dilutive.

13. COMMITMENTS AND GUARANTEES

The Corporation entered into a lease expiring in June 2010 for administrative offices. The Corporation is
also party to a lease regarding research laboratories expiring in December 2009.

The Corporation holds an exclusive license agreement with a third party regarding a technology and its
patents, for the development and commercialization of its products. The agreement will end in 2013. The
Corporation has an option to extend the term for the remaining related patents duration. The Corporation
agreed to pay a royalty on all products sold derived from the underlying technology.

In 2008, the Corporation entered into two research and development agreements with two entities
regarding some services to be performed in 2009.

The Corporation’s minimum cash commitments, for the next two years, amount to $161,824 in 2009 and
$30,872 in 2010. The ministére du Développement économique, de I'Innovation et de I'Exportation du
Québec granted the Corporation a $48,100 grant that will cover a part of the expenses related to one of
the research and development agreements.
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14. CONTINGENCY

A client of the Corporation is trying to cancel a sale of $253,080 carried out in December 2008 by
Advitech, calling upon a non respect of the specifications of the quality of the shipped stocks. The
Corporation considers that the specifications set forth in the agreement with such client have been
respected and it will assert its rights.

15. INVESTMENT TAX CREDITS RECEIVABLE

The amounts recorded as research and development tax credits receivable are related to amounts
claimed which have not yet been subject to a review by the tax authorities. In case of differences
between the amounts claimed by the Corporation and the amounts granted by the tax authorities, any
adjustment will be recorded during the year in which they are determined.

16. UNREALIZED TAX BENEFIT

As at December 31, 2008, the tax losses that can be carried forward are as follows:

Year of expiration Federal Provincial

Tax loss expiring in 2009 $ 1,603,000 $ 1,101,000
Tax loss expiring in 2014 137,000 175,000
Tax loss expiring in 2014 651,000 644,000
Tax loss expiring in 2015 1,193,000 1,180,000
Tax loss expiring in 2026 1,083,000 1,070,000
Tax loss expiring in 2027 886,000 886,000
Tax loss expiring in 2028 1,209,000 1,190,000

$ 6,762,000 $ 6,246,000

In addition to its carried forward tax losses, the Corporation has capital losses that can be carried
forward to reduce future taxable capital gains for $347,000.

As at December 31, 2008, in addition to these carried forward tax losses, the Corporation has unclaimed
research and development expenses ($2,578,000 at the federal level and $3,981,000 at the provincial
level), $167,000 of financing costs that can be carried forward to reduce future taxable income, and
$566,000 in additional tax credits, representing the non-refundable and unrecorded portion of the federal
tax credit. Furthermore, the undepreciated capital cost of fixed assets for tax purposes is $914,000 at the
federal level and $1,029,000 at the provincial level (net book value of $246,036). The unrealized tax
benefit, estimated at $2,900,000 and related to these losses carried forward and undeducted expenses,
has not been recorded.

17. CAPITAL DISCLOSURE

The Corporation’s objective in managing capital is to ensure a sufficient liquidity position to finance its
research and development activities, selling, general and administrative expenses, working capital and
overall capital expenditures, including those associated with patents and trademarks. In the management
of capital, the Corporation includes shareholders’ equity, long-term debt, convertible debentures, and
cash and cash equivalents.

Historically, the Corporation has financed its activities through rounds of public and private financing as
well as by obtaining tax credits and government grants. According to its capacities and prevailing market
conditions, the Corporation could finance its activities and long-term assets through long-term debt and
shares issuance.
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The Corporation monitors capital in the light of its monthly burn rate and short-term obligations linked to
its financial liabilities. The capital management objective of the Corporation remains the same as that of
previous years. Under its credit facilities, the Corporation must meet certain covenants, including certain
financial ratios. As at December 31, 2008, the Corporation was not in compliance with one of these
financial ratios. However, its banking institution sent it a conditional waiver in respect with this financial
ratio (Notes 8 and 9). The Corporation is not subject to any capital requirements imposed by any
regulators.

18. FINANCIAL INSTRUMENTS

Fair value

Cash and cash equivalents, accounts receivable, tax credits receivable, accounts payable and accrued
liabilities, long-term debt and convertible debentures are financial instruments whose fair values
approximate their carrying values due to their short-term maturity or to floating or current interest rates
for financial instruments with fixed rates.

Risk Management Policies

The Corporation, through its financial assets and liabilities, is exposed to various risks. The following
analysis provides a measurement of risks as at the balance sheet date of December 31, 2008.

Interest Rate Risk

Interest rate risk arises when fluctuations in market interest rates change the cash flows of the
Corporation’s investments and floating interest rates debts. As at December 31, 2008, the Corporation
did not have investments, and it had a bank loan bearing interest at prime rate plus 2.25% having a book
value of $382,760.

Credit Risk

The use of financial instruments may lead to a credit risk that corresponds to the risk of financial loss
resulting from a counterparty’s inability or refusal to completely fulfill their contractual obligations. The
Corporation’s principal financial assets are cash and cash equivalents, accounts receivable and tax
credits receivable. The Corporation’s credit risk is primarily attributable to its accounts receivable. The
Corporation believes that the credit risk on accounts receivables is limited because 90% of its accounts
receivable, other than the ones from Canada, are insured by Exportation et développement Canada since
December 1st, 2008. As at December 31, 2008, the insured accounts receivable represent 77% [0% in
2007] of total accounts receivable.

The Corporation’s risk management policies include the assignment of risk ratings as well as a level of
authorization according to the rating and the amount of the financial instrument placed with acceptable
financial institutions such as secured bank deposits. Consequently, the Corporation manages credit risk
in accordance with established investment policies. The Corporation establishes investment policies that
are regularly reviewed, updated and approved by the Board of Directors. These policies define the credit
risk limits according to the characteristics of the counterparties.

Concentration Risk

Concentration risk arises when investments are made with several entities with similar characteristics or
when a substantial investment is made with a single entity. As at December 31, 2008, the accounts
receivable of three clients represent 70% of total accounts receivable, representing 14%, 20% and 36%
respectively for each of these clients.

llliquidity Risk

[lliquidity risk represents the contingency that the Corporation is unable to gather the funds required to
respect its financial obligations at the appropriate time and under reasonable conditions. The Corporation
manages this risk so as to ensure that it has sufficient liquidity at all times to be able to honor its current
and future financial obligations, in normal conditions and in exceptional circumstances. Financing
strategies to ensure management of this risk include resorting to the capital markets, the issuance of
equity or debt securities.
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Foreign Exchange Risk

The Corporation realizes approximately 7% [46% in 2007] of its revenues in U.S. dollars and 42% [39% in
2007] in euros, and is thus exposed to foreign exchange fluctuations. The risk is partially offset by
purchases in euros. As at December 31, 2008, the Corporation is exposed to the foreign exchange risk
through its accounts receivable for an amount of $0 [$179,642 in 2007] and $247,995 [$247,550 in 2007]
which have been respectively negotiated in US dollars and in euros. It is also exposed to the foreign
exchange risk through its accounts payable and accrued liabilities for an amount of $19,806 [$10,308 in
2007] and $327,248 [$15,946 in 2007] which have been respectively negotiated in US dollars and in
euros. The Corporation does not edge its foreign exchange risk.

Based on historic movements and volatilities in the above market variables, and management's current
assessment of the financial markets, the Corporation believes the following variations are reasonably
possible over a 12-month period:

e Proportional foreign exchange rate variation of -10% (depreciation of Canadian dollar (CND))
and +10% (appreciation of CND) against the US dollar (USD), from a year-end rate of 0.8210.

e Proportional foreign exchange rate variation of -10% (depreciation of Canadian dollar (CND))
and +10% (appreciation of CND) against the euro, from a year-end rate of 0.5866.

e Proportional variation of +1% / -1% in the prime interest rates.

If these variations were to occur, the impact on net earnings and equity for each category of financial
instruments held at the balance sheet date would be as follows:

Foreign Exchange Risk Foreign Exchange Risk
(USD) (EUR)
Carrying 1% +1% -10% +10% -10% +10%

Interest Rate Risk

amount . . . . . .
Earnings Earnings @ Earnings = Earnings Earnings  Earnings

and equity and equity and equity and equity and equity and equity

Financial assets

Cash and cash

equivalents $ 278,224 $ -1% -1$ 1041($ (L,041)1$ 8142|3$ (8,142
$

Accounts receivable | ¢ 645595 | $ -1 -13 -1% -|$ 8534 (8,534)

Financial liabilities
Accounts payable and
accrued liabilities $ 599464 |$ -1

'
©«

(1,328)[$  1,328|$ (11,262)|$ 11,262
Long-term debt $ 435577|$  3,900[$ (3909)] $ -1$ -1$ -1$

Total increase (decrease) $ 3909|$ (3909)|% (2878 287|s 5414]$ (5414

19. FURTHER INFORMATION ON THE EARNINGS

2008 2007

Selling and marketing expenses

Government assistance - Commercial loan (Note 9) $ 6,985 $ 47,313

Government grants $ 15,154 $ -
Research and development expenses

Government grants $ 59,549 $ 42,470

SR&ED tax credits $ 138,862 $ 137,963

Financial expenses
Interest revenues $ 19,373 $ 48,497
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20. SEGMENT INFORMATION

Revenues 2008 2007
Canada $ 32,004 $ 157,069
United States 95,445 419,659
Mexico 266,400 -
Europe 448,771 428,943
Other countries 220,702 104,486

$ 1,063,322 $ 1,110,157

Revenues are allocated to geographic regions based on where the client is located, excepted for one
client located in Canada with whom the Corporation signed a distribution agreement exclusively for the
territory of the US. For both this client and distribution agreement, revenues are allocated to the US.

Moreover, during the year, sales made to four customers represent approximately 81% of the
Corporation’s revenues, representing 30%, 25%, 14% and 12% respectively. During the year 2007, sales
made to two customers were approximately 81% of the Corporation’s revenues, representing 42% and
39% respectively.

21. SUBSEQUENT EVENTS

On March 4, 2009, the Company and CQVB signed an addendum to their financing offer of June 2006 for
a moratorium on the payment of the principal, the royalties and the interests related to the participative
loan for a period of six months, from January 1st, 2009 to June 30, 2009. The interests will be capitalized.

On March 12, 2009, the Corporation completed a $1,000,000 equity private placement of 50,000,000
units at a price of $0.02 per unit. Each unit issued as part of the private placement consists of one
common share in the share capital of Advitech and of one common share purchase warrant. Each warrant
will entitle its holder to purchase one common share at a price of $0.05 per share for a period of one year
following the date of issuance of the warrants, and, thereafter, at a price of $0.10 per share until the fifth
anniversary of the date of issuance of the warrants. The proceeds of this placement, along with the share
and the warrant certificates, are presently held under escrow until the realization of the three following
conditions: (i) the conversion in common shares of at least 80% of the principal amount of the
Corporation’ outstanding debentures, (ii) the confirmation of TSX Venture Exchange’s approval, and (iii)
the confirmation of Advitech shareholders’ approval at the meeting scheduled for April 16th, 2009. As at
March 12, 2009, the Corporation had in hand written undertakings from debenture holders, representing
more than 80% of the outstanding debentures, for the conversion of their debentures upon release of the
escrow.

22. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with to the current year's presentation.
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