


MESSAGE TO SHAREHOLDERS

We are pleased to present the results of the first quarter for the fiscal 2008. These results are
substantially in line with Management expectations and DiagnoCure’s on-going commitment to develop
high-value diagnostic tests for the detection and management of cancer. Indeed, the first quarter
marked the beginning of the Company’s U.S. initiatives in view of the upcoming launch of
Previstage' GCC, DiagnoCure’s new molecular diagnostic test for the staging of colorectal cancer. In
addition, we strengthened our executive team with the appointment of a new Chief Financial Officer,
J.F. Bureau, CFA.

In January 2008, the American Society of Clinical Oncology held its annual Gastrointestinal Cancers
Symposium (ASCO Gl). This event represented the perfect opportunity for DiagnoCure to introduce the
science behind the Previstage™ GCC Colorectal Cancer Staging Test to the medical community.
Previstage™ GCC employs qRT-PCR technology, which has been shown to be up to 100,000-times more
sensitive than traditional histopathology in detecting occult metastases. The test could therefore help
physicians determine the most appropriate course of treatment for their colorectal cancer patients.
Strong early data supported the potential importance of the GCC test in improving the staging of
colorectal patients. This prompted the National Cancer Institute to sponsor a 5-year prospective clinical
trial of the GCC testing on approximately 1,000 colorectal cancer patients. The study has now been
completed and the Company’s collaborators at Thomas Jefferson University will be presenting their
results at major medical conferences, later this year.

In view of the significant progress made on Previstage' GCC and the upcoming commercial launch,
DiagnoCure signed an agreement, in December 2007, on a service lab located in West Chester,
Pennsylvania. DiagnoCure Oncology Laboratories will offer, throughout the North American market,
testing services under CLIA certification using Company’s proprietary molecular tests.

Commercialization of PCA3 continues to expand with Gen-Probe announcing in December 2007 that they
would further strengthen their sales and marketing team in Europe to support PCA3’s market
development in that area. On February 13, 2008, during their fourth quarter earnings webcast, Gen-
Probe announced that they would postpone their PCA3 pivotal study in the United States, a prerequisite
to an FDA submission. As a result, Gen-Probe will not meet the targeted March 31, 2008 FDA submission
timeline and Management is working with Gen-Probe to find the best solution for patients and for our
shareholders. We will keep our investors informed of future developments.

Finally, we were pleased to welcome a new member to our executive team, J.F. Bureau, who will act as
Senior Vice President and Chief Financial Officer. Mr. Bureau’s experience spans nearly twenty years on
the North American and European financial markets. He will be a major asset in reaching DiagnoCure’s
corporate goals and strengthening our relationship with our investors and the financial community.

DiagnoCure already holds an enviable position in the high-value molecular cancer diagnostic tests market
with PCA3, and the upcoming launch of Previstage™ GCC will further strengthen its ability to become the
leading developer and provider in this fast growing market.



MANAGEMENT’S DISCUSSIONS AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following information should be read in conjunction with the Company’s unaudited consolidated financial
statements and related notes included herein, together with the audited consolidated financial statements for the
year ended October 31, 2007, and related notes. Management’s comments were prepared to explain the
Company’s operations, performance and financial position as of January 31, 2008. They compare this first
quarter of operating results and cash position with those of the first quarter January 31, 2007. Amounts are in
Canadian dollars unless otherwise noted. The information contained herein is up to date as of February 28, 2008.

Overview

DiagnoCure Inc. (hereafter called the “Company” or “DiagnoCure”), founded in 1994, is a leading life
sciences company commercializing high-value cancer diagnostic tests and delivering lab services.
Specifically, the Company specializes in the development of cancer diagnostic assays incorporating
molecular markers.

The first non-invasive test the Company developed was based on proprietary monoclonal antibodies
designed to detect bladder cancer, which is presently commercialized under the brand name of
ImmunoCyt™ in the United States and uCyt+™ in the rest of the world. In line with the decision to focus
on high-value diagnostic tests, the Company discontinued support of research and development activities
related to product improvements in its bladder cancer test and also reduced its marketing activities
related to this product.

In 2003, DiagnoCure completed the development of uPM3™, a first-generation qualitative non-invasive
test for the detection of prostate cancer, which was offered through Bostwick Laboratories in the United
States under an Analyte Specific Reagent (ASR) format. In November 2003, DiagnoCure granted an
exclusive worldwide license to Gen-Probe Incorporated (“Gen-Probe”) of San Diego, CA, for the
development and commercialization of diagnostic products using DiagnoCure’s PCA3 molecular marker
for prostate cancer in return for US$9 million to be paid over three years, the final payment having been
received in November 2006. The Company also receives an 8% royalty on the first aggregate amount of
USS50 million of end-user net sales of the PCA3 test or reagents by Gen-Probe and a 16% royalty on all
subsequent sales. In mid 2006, Gen-Probe made available to targeted reference laboratories in the U.S.
market the ASR format of its first generation PCA3 assay on its APTIMA® technology platform. Since
then, a number of laboratories in the U.S. have added PCA3 on their product listings, among which are
LabCorp and Quest, the two leading U.S. diagnostic testing providers.

On April 30, 2007, DiagnoCure secured from Targeted Diagnostics & Therapeutics, Inc. (TDT) the exclusive
worldwide rights to two high-value molecular tests for colorectal cancer and an option to lease a CLIA-
certified U.S. service laboratory to commercialize molecular cancer diagnostics tests. This agreement with
TDT significantly strengthened DiagnoCure’s position in molecular diagnostics for cancer. After completing
the optimization of one of the tests, the Company intends to start offering the Previstage™ GCC Colorectal
Cancer Staging Test in 2008 through its CLIA-certified laboratory in West Chester, PA.

On August 16, 2007, DiagnoCure announced it had acquired Catalyst Oncology Inc. of Worcester, MA,
and its lead proprietary prognostic tests for breast, colon and potentially other cancers. The terms of the
agreement called for an upfront payment of approximately USS$3 million comprised of cash and
DiagnoCure shares followed by potential future payments related to the achievement of specific
milestones. DiagnoCure intends to complete the development of the tests and conduct additional
validating clinical studies.



2008 First Three Months Highlights

On December 5, 2007, DiagnoCure announced that it had signed a lease on a fully equipped service
laboratory in West Chester, PA. The Company intends to use this lab to commercialize its proprietary
molecular tests for colorectal and other cancers.

On January 25, 2008, the Company exhibited its Previstage™ GCC Colorectal Cancer Staging Test at the
American Society of Clinical Oncology to surgeons, oncologists, radiologists and other clinical specialists
who focus on treating patients with colorectal and other cancers of the gastrointestinal tract. The
purpose was to start to educate attendees on the science behind the Previstage™ GCC Test.

Also in January, DiagnoCure announced the appointment of J.F. Bureau, CFA, as Senior Vice President and
Chief Financial Officer. Mr. Bureau’s experience spans nearly twenty years on the North American and
European financial markets.

Commercialization of PCA3 continues to expand in Europe with Gen-Probe announcing additions to its
sales and marketing team in the area. On February 13, 2008, during their fourth quarter earnings
webcast, Gen-Probe announced that they would postpone their PCA3 pivotal study in the United States,
a prerequisite to an FDA submission. As a result, Gen-Probe will not meet the targeted March 31, 2008
FDA submission timeline and Management is working with Gen-Probe to find the best solution for
patients and for our shareholders.

Financial Results
For the Three-Month Period Ended January 31, 2008

Total revenues for the first quarter of 2008 were $491,455 compared with $1,176,577 for the first
quarter of 2007. In the first quarter of 2008, DiagnoCure had no revenue recognition of the continued
calendar payments and research agreement from Gen-Probe compared with $843,257 from the prior
year first quarter. This decrease reflects the end of the revenue recognition from the continued calendar
payments received from Gen-Probe which had been amortized over a 42-month period from the signing
of the original license agreement. Royalty revenues from Gen-Probe were $40,787 for the first quarter of
2008, compared to $17,077 for the first quarter of 2007. Sales of DiagnoCure’s non-invasive bladder
cancer test, ImmunoCyt™ / uCyt+™, were $79,688 for the first quarter of 2008 versus $81,912 for the
same period a year ago. Income from research and development contracts, predominantly with Gen-
Probe, has decreased in 2008 by $70,588 as specific PCA3-related contracted R&D projects are
completed. Also in this quarter, DiagnoCure sold clinical samples to Gen-Probe, in support of their
prostate cancer testing R&D, for an amount of $35,550 compared with $38,036 in the first quarter of
2007.

Interest income increased $139,135 to $335,430 for the first quarter of 2008 compared to $196,295 for
the first quarter of 2007. The increase is attributable to the interest generated on the net proceed of
$23,353,098 received from the April 2007 financing.

Cost of sales decreased $14,672, from $84,462 for the first quarter of 2007 to $69,790 for the first
quarter of 2008. This decrease is related to lower actual product sales, as noted above, for
ImmunoCyt™ / uCyt+™, and sample sales.

Operating expenses, before stock-based compensation and restructuring charges, increased from $2,181,685
for the first quarter of 2007 to $2,817,680 for the same period in 2008, an increase of $635,995 (29%). Total



operating expenses for the first quarter, including the non-cash charge for stock-based compensation and
restructuring charges decreased $442,621 (12%) from $3,549,595 for the first quarter of 2007 to $3,106,974
for the first quarter of 2008, primarily as a result of the following:

e Research and development expenses, net of investment tax credits, increased by $350,691, from
$722,734 for the first quarter of 2007 to $1,073,425 for the same quarter in 2008. The increase in
research and development expenses is attributable to the optimization of the GCC colorectal cancer
staging test the Company acquired from Targeted Diagnostics & Therapeutics Inc. (TDT) in April 2007.
DiagnoCure intends to launch the Previstage™ GCC Colorectal Cancer Staging Test later in 2008. This
increase in research and development is in line with the decision to focus on molecular diagnostics.

e General and administrative expenses increased from $751,548 for the first quarter of 2007 to
$769,115 for the same quarter in 2008. This increase of $17,567 is attributable to the expenses
incurred for the establishment of the Company’s U.S. laboratory.

¢ Selling and business development expenses increased by $17,766 from $600,644 for the first quarter
of 2007 to $618,410 for the same quarter in 2008. This small increase is attributable to the beginning
of the Company’s U.S. initiatives in view of the upcoming launch of the Previstage™ GCC Colorectal
Cancer Staging Test.

e Restructuring charges for the first quarter of 2007 were $912,685 attributable to a shift in business
strategy, including the decision to discontinue supporting R&D activities related to improvements in
its cell-based bladder cancer diagnostic test and a reduction in marketing initiatives for this product.
This decision has resulted in a realignment of resources to support the new strategy, with changes in
the requisite skills of Company researchers and a reduction in the number of employees supporting
certain research and development projects, including related marketing and administrative positions.
There were no restructuring charges for the first quarter of 2008.

e Stock-based compensation expenses, a hon-cash charge, decreased by $165,931, from $455,225 for
the first quarter of 2007 to $289,294 for the same period in 2008. This decrease is attributable to the
reduction in value of the latest granted options. The decrease also reflects the end of the charges
recognition associated to previously granted options. The disclosure of this non-cash item was
initiated in 2005 to comply with the new accounting regulation. (See below, Stock-Based
Compensation).

Based on the above, for the first quarter of 2008, DiagnoCure recorded a net loss, before stock-based
compensation and restructuring charges, of $2,396,015 compared with $1,089,570 for the same period
of 2007. The net loss including stock based compensation and restructuring charges was $2,685,309 or
$0.06 per share for the first quarter of 2008, compared with $2,457,480, or $0.07 per share, for the first
quarter of 2007. These results are substantially in line with Management expectations and reflect
activities undertaken during the quarter in line with the Company’s plans and on-going commitment to
develop testing platforms for the detection and management of cancer. Further, the first quarter of 2008
loss also reflects the beginning of the Company’s U.S. initiatives in view of the upcoming launch of the
Previstage™ GCC Colorectal Cancer Staging Test. At the end of the quarter, cash, short-term investments
and long-term investments stood at $30,336,246, down from $32,867,526 as at October 31, 2007. This
decrease of $2,531,280 is due to the use of cash to finance the operating activities and acquisitions for
this quarter. Management is satisfied that it has adequate cash resources to execute its business plan in
the near-term and mid-term.



First Quarter Results (Unaudited)

2008 2007 2006
$ $ $
Sales 115,238 137,025 334,726
Revenue under research and license agreement 40,787 843,257 877,596
Interest 335,430 196,295 192,991
Total revenues 491,455 1,176,577 1,405,313
Cost of sales (69,790) (84,462) (188,981)
Gross margin 421,665 1,092,115 1,216,332
Operating expenses (before stock-based
compensation and restructuring charges) 2,817,680 2,181,685 2,579,139
Net loss (before stock-based compensation and
restructuring charges) (2,396,015) (1,089,570) (1,362,807)
Restructuring charges --- 912,685
Stock-based compensation 289,294 455,225 283,393
Net loss from continuing operations (2,685,309) (2,457,480) (1,646,200)
Net profit (loss) from discontinued operations --- -—- (52,448)
Net loss (2,685,309) (2,457,480) (1,698,648)
Basic and diluted profit (loss) per share
From continuing operations (0.06) (0.07) (0.05)
From discontinued operations --- - 0.00
Basic and diluted loss per share (0.06) (0.07) (0.05)
Weighted average number of common shares
outstanding 41,720,130 34,462,537 34,358,256

Total Assets and Shareholders’ Equity

Total assets amounted to $41,955,296 as of January 31, 2008, compared with $43,585,440 as of
October 31, 2007. The book value per Common Share is $0.91 as of January 31, 2008, compared with

$0.96 as of October 31, 2007.

Balance Sheet (Unaudited)

As of January 31 2008 2007 2006

$ s s
Total assets before discontinued operations 41,955,296 19,897,379 26,563,066
Assets related to discontinued operations --- -—- 547,246
Total assets 41,955,296 19,897,379 27,110,312
Shareholders’ equity 37,797,840 17,737,429 23,990,725
Number of common shares outstanding 41,720,130 34,478,009 34,369,310

Cash Position and Financing Sources

Cash flows required for operating activities during the first quarter of 2008 amounted to $2,234,373
compared with $927,320 required in the first quarter of 2007, totalling a decrease of $1,307,053, which is
attributable to an increased loss for this quarter, in part due to the beginning of the Company’s U.S.
initiatives in view of the upcoming launch of the Previstage™ GCC Colorectal Cancer Staging Test.



DIAGNOCURE INC.

NOTICE OF DISCLOSURE OF NON-AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS FOR THE
THREE MONTHS ENDED JANUARY 31, 2008 AND 2007

Pursuant to National Instrument 51-102, Part 4, subsection 4.3(3)(a) issued by the Canadian Securities
Administrators, if an auditor has not performed a review of the interim financial statements, the
interim financial statements must be accompanied by a notice indicating that they have not been
reviewed by the auditor.

The accompanying unaudited interim consolidated financial statements of the Company for the interim
periods ended January 31, 2008 and 2007, have been prepared in accordance with Canadian generally
accepted accounting principles and are the responsibility of the company’s management.

The Company’s independent auditors, Ernst & Young LLP, have not performed a review of these

interim financial statements in accordance with the standards established by the Canadian Institute of
Chartered Accountants for a review of interim financial statements by an entity’s auditor.

Dated this 28" day of February 2008
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CONSOLIDATED STATEMENTS
(UNAUDITED)

FOR THE THREE-MONTH PERIODS ENDED JANUARY 31

Consolidated Statements of Operations and Comprehensive Loss

2008 2007
$ $
Revenues
Sales 115,238 137,025
Cost of sales (69,790 ) (84,462)
Gross margin 45,448 52,563
Revenue under research and license agreement 40,787 843,257
Interest 335,430 196,295
421,665 1,092,115
Operating expenses
Research and development expenses 1,199,907 890,827
Investment tax credits (126,482 ) (168,093)
1,073,425 722,734
General and administrative expenses 769,115 751,548
Selling and business development expenses 618,410 600,644
Restructuring charges /note 4] --- 912,685
Stock-based compensation 289,294 455,225
Depreciation of property, plant and equipment 107,568 93,291
Financial expenses 3,669 2,517
Amortization of intangibles 245,493 10,951
3,106,974 3,549,595
Loss before income taxes (2,685,309) (2,457,480)
Provision for income taxes - -
Net loss and comprehensive loss (2,685,309) (2,457,480)
Basic and diluted loss per share (0.06) (0.07)
Weighted average number of common shares outstanding 41,720,130 34,462,537

14



CONSOLIDATED STATEMENTS
(UNAUDITED)

FOR THE THREE-MONTH PERIODS ENDED JANUARY 31

Consolidated Statements of Deficit

2008 2007
$ $
Deficit, beginning of period (55,481,462 ) (44,523,341)
Add
Net loss (2,685,309 (2,457,480)
Deficit, end of period (58,166,771 (46,980,821 )
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CONSOLIDATED STATEMENTS
(UNAUDITED)

FOR THE THREE-MONTH PERIODS ENDED JANUARY 31

Consolidated Statements of Cash Flows

2008 2007
$ $
OPERATING ACTIVITIES
Net loss (2,685,309 (2,457,480)
Adjustments for:
Stock-based compensation 289,294 455,225
Depreciation and amortization 353,061 104,242
(2,042,954 (1,898,013)
Net change in non-cash working capital items (191,419) 970,693
Cash flows related to operating activities (2,234,373) (927,320)
INVESTING ACTIVITIES
Change in investments 5,921,689 3,890,508
Acquisition of property, plant and equipment (194,246) (165,603 )
Acquisition of intangibles (105,045) (17,686)
Cash flows related to investing activities 5,622,398 3,707,219
FINANCING ACTIVITIES
Issuance of common shares 2,384 35,044
Cash flows related to financing activities 2,384 35,044
Net increase in cash and cash equivalents 3,390,409 2,814,943
Cash and cash equivalents, beginning of period 651,586 179,928
Cash and cash equivalents, end of period 4,041,995 2,994,871
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CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
JANUARY 31, OCTOBER 31,
2008 2007
$ $
Assets
Current assets
Cash and cash equivalents 4,041,995 651,586
Temporary investments 19,385,961 24,575,456
Accounts receivable 209,778 272,523
Investment tax credits receivable 611,884 485,402
Prepaid expenses 210,161 213,588
Total current assets 24,459,779 26,198,555
Long-term investments 6,908,290 7,640,484
Property, plant and equipment 1,249,423 1,162,745
Intangibles 9,337,804 8,583,656
41,955,296 43,585,440
Liabilities and Shareholders’ Equity
Current liabilities
Accounts payable and accrued liabilities 3,052,164 2,288,677
Total current liabilities 3,052,164 2,288,677
Future income tax liabilities 1,105,292 1,105,292
Shareholders’ equity
Capital stock /note 5] 89,614,063 89,609,479
Contributed surplus /note 5/ 6,350,548 6,063,454
Deficit (58,166,771) (55,481,462 )
37,797,840 40,191,471
41,955,296 43,585,440
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

AS OF JANUARY 31, 2008
1. Financial Information

The accompanying unaudited consolidated financial statements have been prepared in accordance with
Canadian generally accepted accounting principles for interim information. Accordingly, they do not
include all of the information and footnotes required by generally accepted accounting principles for
complete financial statements. The information with respect to the October 31, 2007, consolidated
balance sheet is derived from the Company’s audited financial statements. These unaudited interim
financial statements should be read in conjunction with the notes appearing in the Company’s audited
financial statements for the year ended October 31, 2007, and the accompanying notes.

2. Incorporation and Nature of Business

The Company was incorporated on December 8, 1994 under Part 1A of the Companies Act (Québec).
DiagnoCure Inc. is a biotechnology company which specializes in the development and
commercialization of products relating to the diagnosis of cancer.

The Company intends to continue its research and development and marketing efforts. The Company’s
operations are subject to all the inherent risks related to setting up and running an emerging
biotechnology company, such as successfully completing its research and development activities,
marketing its products and obtaining the required financing.

3. New Accounting Policies
The following accounting standards were recently issued by the CICA.

CAPITAL AND FINANCIAL INSTRUMENTS - In December 2006, the CICA issued three new Handbook
sections regarding capital and financial instruments, i.e. Sections 1535, 3862 and 3863, which are
effective for interim and annual financial statements relating to fiscal years beginning on or after
October 1, 2007. The Company as adopted these new standards in the first quarter ending January 31,
2008.

Section 1535 “Capital Disclosures” establishes standards for disclosing information about an entity’s
capital and how it is managed. These standards require an entity to disclose the following:
e |ts objectives, policies and processes for managing capital;
e Summary quantitative data about what it manages as capital;
e Whether during the period it complied with any externally imposed capital requirements to
which it is subject;
e When the entity has not complied with such requirements, the consequences of such non-
compliance.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

AS OF JANUARY 31, 2008
3. New Accounting Policies (Cont’d)

Section 3862 “Financial Instruments — Disclosures” modifies the disclosure requirements for financial
instruments that were included in Section 3861 “Financial Instruments — Disclosure and Presentation”.
The new standards require entities to provide disclosures in their financial statements that enable users
to evaluate:

e The significance of financial instruments for the entity’s financial position and performance;
e The nature and extend of risk arising from financial instruments to which the entity is exposed
during the period and at the balance sheet date, and how the entity manages those risks.

Section 3863 “Financial Instruments — Presentation” carries forward unchanged the presentation
requirements of the old Section 3861 “Financial Instruments — Disclosure and Presentation”.

The adoption of these guidelines did not have any material effect on the Company’s results, financial
position and cash flows.

HARMONIZING OF CANADIAN AND INTERNATIONAL STANDARDS — In March 2006, the Accounting
Standards Board of the CICA released its new strategic plan which proposes to abandon Canadian GAAP
and effect a complete convergence to the International Financial Reporting Standards. At the end of a
transitional period of approximately five years, Canadian GAAP will cease to exist as a separate, distinct
basis of financial reporting for public companies. The Company will closely monitor changes arising from
this convergence.

4. Restructuring Charges

On December 13, 2006, the Company announced a shift in its business strategy, including the decision
to discontinue supporting R&D activities related to improvements in its cell-based bladder cancer
diagnostic test and a reduction in marketing initiatives for this product. This decision as resulted in a
realignment of resources to support the new strategy, with changes in the requisite skills of Company
researchers and a reduction in the number of employees supporting certain research and development
projects, including related marketing and administrative positions. For the fiscal year 2007 the non-
recurring restructuring charge was $1,262,685, detailed as follows:
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

AS OF JANUARY 31, 2008

4, Restructuring Charges (Cont’d)
Items paid as at Liabilities as at Total
January 31, January 31, restructuring
2008 2008 charges
S S S
Retention bonuses and termination benefits 636,144 - 636,144
Legal and outplacement fees 83,802 68,739 152,541
Provision for vacated leased premises 124,175 349,825 474,000
Total 844,121 418,564 1,262,685
No additional charges related to restructuring are expected for fiscal 2008.
5. Capital Stock
Authorized
An unlimited number of shares of the following classes, without nominal value:
Common, voting and participating shares.
Preferred shares, issuable in series, non-voting, of which the rights,
privileges, restrictions and conditions attached to each series will be
determined by the directors upon the issuance of each series.
(UNAUDITED)
JANUARY 31,  OCTOBER 31,
2008 2007
$ S
Issued and fully paid
41,720,130 common shares (41,718,463 as of October 31, 2007) 89,614,063 89,609,479
JANUARY 31, 2008
Number of Amount
shares S
Capital stock
Balance, beginning of period 41,718,463 89,609,479
Issuance of common shares 1,667 2,384
Portion previously recognized to contributed surplus
as part of stock-based compensation - 2,200
Balance, end of period 41,720,130 89,614,063
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

As OF JANUARY 31, 2008
5. Capital Stock (Cont’d)
Stock Options

During the quarter ended January 31, 2008, the Company granted 313,500 options to its directors and
certain current and new key employees. The weighted average fair value of stock options granted
during this period amounted to $1.31 per stock option. The fair value of each option granted was
determined using the Black-Scholes option pricing model and the following weighted average
assumptions:

Risk-free interest rate 3.93%
Expected life 8 years
Expected volatility in the market price of the shares 70%

Expected dividend yield -

The Black-Scholes option pricing model was developed for use in estimating the fair value of traded
options, which have no vesting restrictions and are fully transferable. In addition, option-pricing models
require the use of highly subjective assumptions including the expected stock price volatility. Because
the Company’s employees and directors stock options have characteristics significantly different from
those of traded options, and because changes in the subjective assumptions can have a material effect
on the fair value estimate, in Management’s opinion, the existing option pricing models do not
necessarily provide a single measure of the fair value of its employees and directors stock options.

Contributed Surplus

For stock options granted to directors and key employees, the Company records compensation expense
using a fair value method. Fair value is determined by using Black-Scholes option pricing model.
Compensation cost are recognized over the vesting period as an increase to stock-based compensation
expense and credited to contributed surplus. When options are exercised, the proceeds received by the
Company, together with the fair value amount in contributed surplus are credited to capital stock.

Contributed Surplus Amount
$
Balance as of October 31, 2007 6,063,454
Stock-based compensation expense 289,294
Stock options exercised (2,200)
Balance as of January 31, 2008 6,350,548
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
AS OF JANUARY 31, 2008
6. Financial Instruments
The financial instruments’ book values and fair values were as follows:

Period ended

January 31, 2008 October 31, 2007
Book value Fair Book value Fair
(amortized value (amortized value
cost) cost)
$ $ $ S
Temporary and long-term investments
Temporary investments 19,385,961 19,402,40 24,575,456 24,578,003
Long-term investments 6,908,290 7,003,500 7,640,484 7,621,743

The fair value of cash and cash equivalents, accounts receivable and accounts payable approximates
their carrying value because of the short-term maturity of these instruments.

The fair value of temporary and long-term investments is evaluated on market price at the balance
sheet date.

Long term investments are comprised of liquid assets with a maturity date of more than one year.
7. Comparative Figures

Certain of the 2007 figures have been reclassified in order to conform with the presentation adopted in
2008.

2050 René-Lévesque Blvd W., 6th floor, Québec (Québec) Canada G1V 2K8
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