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Mission

Héma-Québec's mission is to efficiently provide adequate quantities
of safe, optimal blood components, substitutes and human tissues
to meet the needs of all Quebeckers; provide and develop expertise
and services, along with specialized and innovative products in the
fields of transfusion medicine and human tissue transplantation.

Vision

Becoming the North American leader in its field by 2005.

Values

Authenticity and transparency
Solving problems at the source
Getting it right the first time

Always thinking “customer”

Héma-Québec’s licence numbers
10862-A (Montréal facility)
10862-B (Québec City facility)
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Message from the Chairman of the Board
and the Chief Executive Officer

Dr. Francine Décary
Chief Executive Officer

Mr. Claude Pichette
Chairman of the Board
until December 17, 2003

Dr. André Lebrun
Chairman of the Board
since December 18, 2003

Héma-Québec celebrated its fifth anniversary on September 28, 2003.
Five years already! During this period, we have worked hard and
enthusiastically, and we have succeeded in completing all of the
start-up stages required of a new organization. We are proud of
these accomplishments. Not only have we met these start-up
challenges, but we have also become a model for the blood
product supply system in North America and around the world.

Every day, Héma-Québec effectively and efficiently ensures the
adequacy and safety of its products, in order to meet the
important needs of Québec hospitals and their patients. In this
report, to highlight our first years of operations, we present you
with a five-year review of our major corporate accomplishments.
You will also find a report of our activities for the 2003-2004
financial year.

This past year has been particularly affected by a number of safety
measures that were introduced to counter the effects of the West
Nile virus on the blood supply, as well as a series of precautionary
procedures adopted in the face of the appearance of severe acute
respiratory syndrome. Furthermore, an additional screening test
was introduced to detect the presence of the hepatitis B virus in
donated blood. Héma-Québec also introduced a system for the
detection of bacteria in platelet donations by apheresis.

As for product adequacy, a supply strategy integrating various
kinds of traditional and innovative collection methods has been
initiated. It will be introduced over a five-year period. Several
corporate projects have required major investments of time and
human resources, including the BDPE project (Blood Donation
Positive Experience) that is in full swing, the opening of the Globule
Blood Donor Centre at Place Laurier in Québec City, and the
introduction of ten new pieces of equipment for collecting platelets
by apheresis at the Globule centres.



Héma-Québec once again fully met the demands of Québec
hospitals in 2003-2004. Our new television campaign was an
enormous help in raising the awareness of Quebeckers about the
importance of donating blood and in increasing their intention to
donate. For the very first time, the advertisements have introduced
the public to donors, as well as recipients. The theme of the
campaign is “Give blood. Give life.” These goodwill ambassadors
can also be seen on the cover of this report.

Out of a concern for transparency, our board has held a public
meeting every year since 1999—either in Montréal or Québec
City—to present a summary of Héma-Québec’s activities to the
community and to become closer to you, the people we work for.
This year, the format for our public meeting was improved to allow
more people to participate.

With the help of an external firm, we also conducted an opinion
survey of our employees. The survey covered six topics:
Héma-Québec’s orientation and management, supervision, work,
career development, work environment, and information. As
promised, the results of the survey—that had a high response rate
of 63%—were presented to the entire team.

On the whole, our staff finds working conditions at Héma-Québec
satisfactory and expressed their overall agreement with
Héma-Québec’s mission and values. They are proud to be working
for this cause and like their work. That being said, we would have
preferred better results with regard to some aspects of the survey.
For this reason, we have already begun to introduce an approach
that engages management and employees in a follow-up process
based on openness and consultation.

We are extremely grateful to all the blood drive organizing
committees, as well as to our volunteers and donors for the
important contribution they make to Héma-Québec’s activities and
the well-being of all Quebeckers. We would also like to thank and
congratulate the Héma-Québec team for its professionalism,
expertise and dedication. Our staff members are the driving force
behind our work. We would also like to extend a big thank you to
the members of our board and the various Héma-Québec advisory
committees for their contribution to our organization and the
Québec blood system.

Héma-Québec would not be able to fulfil its mission without the
participation of all of these stakeholders. Together, we form a great
team with an equally great mission. We will continue to work in
such a way as to achieve Héma-Québec’s vision: to become the
North American leader in its field in 2005.

We look forward to the next five years with a great deal of

enthusiasm!
@(cw& Q&{t







Review of 2003-2004 Activities

Labile Blood Products

Héma-Québec’s responsibilities with regard to providing a safe
blood supply involve efficiently ensuring both the safety and
adequate supply of products.

In 2003-2004, Héma-Québec adopted several measures to help it
fulfil its responsibilities as a producer of labile blood products.

Labile blood products (LBP) are perishable blood components.
They include:

» packed red blood cells (42-day shelf life at a temperature of
2°to 6°C);

« platelets and platelets by apheresis (five-day shelf life at a
temperature of 20° to 24°C);

e plasma products (one-year shelf life at a temperature below
-20°C); and

= cryoprecipitates (one-year shelf life at a temperature below -20°C).

Product Safety

During the year, Héma-Québec had to manage a number of
projects, including those dealing with the emergence of the West
Nile virus and severe acute respiratory syndrome, in order to
ensure the safety of blood products.

West Nile Virus (WNV)

Development of an integrated action plan

In the fall of 2002, it was confirmed in the United States that the
WNV could be transmitted by transfusion. Given this new
transfusion-related risk and the fact that there was no WNV
screening test, the stakeholders in the Canadian blood field,
including Canadian Blood Services, Health Canada, Héma-Québec
and Roche Diagnostics, agreed to do everything possible to
develop a WNV detection test in order to be able to screen all
blood donations with such a test by July 2003.

Héma-Québec hastened to develop an integrated action plan to
counter the effects of the WNV on the blood supply. This plan, set
out in an efficient manner and in a record short period of time,
allowed for the proper conduct of operations.

Supply of frozen plasma products

For this reason, from January to June 2003, Héma-Québec
stockpiled an inventory of frozen plasma products. Collected during
the winter, when there was no virus in Québec, these products
could be used without danger during the summer of 2003.
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Introduction of an additional donor qualification criterion

A team success

Héma-Québec added a question to the blood donation file in order
to determine whether or not potential donors presented symptoms
related to WNV. If they do, such people are not permitted to give
blood for a period of 55 days.

Developing an experimental in-house screening test

Given the uncertainty around the date for the introduction of an
experimental commercial test, Héma-Québec’s R&D division
developed an experimental test that enables the detection of the
WNYV in donor blood. We were able to make use of this test for
several days prior to receiving and introducing a new experimental
test developed by the Roche Diagnostics company (Roche).
Thanks to the test that was initiated in-house, all labile blood
products produced by Héma-Québec were tested for the WNV as
of June 18, 2003.

Introduction of an experimental
test developed by Roche

Roche subsequently supplied an
experimental test (which is presently
at the request for experimental
testing authorization stage) that
replaced the test developed by
Héma-Québec’s R&D team. All blood
donations made after June 25, 2003
were analysed using this new test.

Other measures

During the entire month of June 2003, Héma-Québec held 55% of
its blood drives outside those areas where human cases of WNV
had been identified during the summer of 2002. A special
telephone hotline (I 877 VNO-HEMA) was also set up for persons
with questions about the effects of the WNV on blood donations.

The development and introduction of an integrated WNV action
plan in a short period of time required a major effort on the part of
the entire HEma-Québec team. Héma-Québec succeeded in
introducing its own WNV test and the experimental test supplied
by Roche in the space of six months, thanks to the dedicated
work of its staff and the active collaboration of stakeholders such
as Health Canada. More specifically, the work included:

e drawing up Standardized Manufacturing Procedures (SMPs)
necessary for the implementation of the two new qualification
tests for labile blood products;

 planning the material resources required for implementing the
two tests;

= supervising modifications to the laboratories;

« integrating the data produced by the new screening technology
into the blood management software (Progesa);

« validating the technique of the WNV test developed in-house, the
new equipment required for the experimental test supplied by
Roche, and the new qualification procedures for blood
donations;

 preparing two separate submissions for Health Canada: one for
the experimental test developed in-house and one for the other
experimental test;

~ training laboratory technicians, as well as blood drive staff;

e manufacturing and assembling screening kits for the test
developed in-house;

= monitoring the introduction of the experimental test supplied by
Roche, with a particular view to optimizing the related
procedures;
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« developing and implementing both an internal and external
communications plan (see the Public Affairs and
Communications section for more details).

By the end of the year 2003-2004, no blood donation tested by
Héma-Québec for the WNV had been confirmed positive, and no
case of WNV infection by transfusion had been discovered in
Québec.

Severe Acute Respiratory Syndrome (SARS)

Since the appearance of SARS in the fall of 2002, Héma-Québec
has been exercising a continuous vigilance with regard to the
situation, along with Canadian Blood Services and public
authorities in Québec and Canada.

Even though it has not been proven that SARS is transmissible by
transfusion, Héma-Québec added additional blood donor
qualification criteria in April 2003 with the intention of temporarily
prohibiting individuals who risk being infected by SARS from
donating blood.

Therefore, any person who has been in contact with a person
suffering from SARS cannot give blood for a period of 21 days
after their last contact with that person. In the same manner,
individuals who have received a SARS quarantine notice are
subject to a temporary 21-day prohibition from donating blood
following their release from quarantine. Individuals who have been
diagnosed with SARS must wait for a period of 180 days following
the disappearance of symptoms and/or the end of their treatment
before making a blood donation.

New Screening Test for the Hepatitis B Virus

Héma-Québec has introduced an additional test, called the
anti-HBc test, to detect the presence of the hepatitis B virus in
blood donations. Héma-Québec was already using a surface
antigen (HBsAQ) test. Some people—those with a chronic
infection, for example—can, however, present an HBsAg level
below the detection threshold of this test.

The new test, in use since April 7, 2003, serves to detect
antibodies produced in the human body by the presence of the
antigen of the nucleoid of the hepatitis B virus. The use of the two
tests (HBsAg and anti-HBc) ensures an even safer supply of labile
blood products.

Héma-Québec is the first Canadian supplier of labile blood
products to introduce the anti-HBc screening test.

Detection of Bacteria in Apheresis Platelets

In order to maintain their integrity, apheresis platelets must be
stored at a temperature of between 20° and 24°C before
transfusion. However, this storage temperature promotes the
growth of pathogenic bacteria that could cause an infection in
recipients of these labile blood products.

In order to counter these risks of bacterial infection, Héma-Québec
has introduced an additional safety measure with regard to
platelets collected from thrombapheresis. Since March 5, 2003,
Héma-Québec subjects each apheresis platelet to a bacterial
culture test. Apheresis platelets that test positive are withdrawn
from the inventory and destroyed.
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Adeqguate Product Supply

In order to ensure an adequate product supply for hospitals and
their patients, Héma-Québec must constantly seek out, design and
adopt effective means for achieving its blood collection objectives.
Since its creation, the demand for labile blood products has
increased by nearly 5% every year. After five years of operation,
Héma-Québec has reviewed its activities in order to optimize its
blood supply capacity and to determine how to make additional
collections to meet the growing needs of Québec.

Blood Supply Strategy

Héma-Québec has, therefore, developed a blood supply strategy
to be introduced over a five-year period. This strategy integrates
various methods of collection and business plans to hospital
demand. Héma-Québec intends to optimize traditional methods of
collection (blood drives) and apply, in a continuous manner,
innovative collection methods, such as the Globule Blood Donor
Centres and the collection of platelets by apheresis, as part of this
strategy, which was adopted in 2003-2004.

Blood drives

New approach

)
BnPE During the year, Héma-Québec finalized its BDPE
BLOOD DoNATION | Project, a complete overhaul of its blood drive
POSITIVE | procedures, with a view to providing a better
EXPERIENCE | environment that will be more conducive to blood
¢ donation. With the introduction of this new
| e ) approach to blood drives, Héma-Québec intends

to recruit more donors, develop their loyalty and
achieve an increase in the frequency of donations.

The BDPE has three major thrusts: improving the overall presentation
of blood drives; improving the blood donation procedure (APDS:
Amélioration du processus de don de sang); and improving customer
service. Héma-Québec has continued to modernize the equipment
and furniture used for its blood drives, and it began to put them into
service towards the end of this year. The technological infrastructure
of the mobile drives was reviewed in order to enhance its quality;

a new wireless computer station for registration staff was developed
and approved. In October 2003, Héma-Québec introduced a new
blood donation procedure that aims to manage blood drive
operations in an optimal fashion and, more particularly, to reduce the
time it takes to make a gift of blood.

We should also make mention of a customer-service and donor-
contact-management training program that was developed for
employees involved with blood drives. Héma-Québec expects to
complete the introduction of all the essential elements of the BDPE
program in 2004-2005.



r donor clinic

To our 1,500 organizing committees

and our 25,000 blood drive volunteers

Thank you!

GIVE BLOOD. GIVE LIFE.
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Blood drives and
partnership development

At the beginning of the year, and in
order to meet the anticipated demand
by hospitals for labile blood products,
Héma-Québec increased the number
of blood drives in several locations with a strong potential for
recruiting new donors. Some 1,500 volunteer committees have
contributed to the organization of blood drives across Québec. It is
also important to mention the support and collaboration of the
Association des bénévoles du don de sang.

This year, Héma-Québec also created more partnerships with the
education community, involving young people from various
educational institutions in the organization of blood drives. The
business community also helps Héma-Québec accomplish its
mission, and more than 150 businesses participated as blood drive
hosts.

Héma-Québec also developed a partnership with the Ministere de
la Santé et des Services sociaux for a monthly blood drive at the
Québec National Assembly. Finally, a new electronic magazine,
entitled The Blood Drive, was launched on Héma-Québec’s Web
site. This magazine serves as a link between blood drive organizing
committees and Héma-Québec.

Blood Donor Centres
Héma-Québec has also pursued the
[ngbUle] development of its Globule blood donor
centres. These permanent centres,
located in cities with high population
densities and whose hours are adapted to donor availability, were
specially designed to facilitate blood donation.

Opening of the Place Laurier Globule

On November 3, 2003, Héma-Québec opened its first Québec City
Globule in the Place Laurier shopping centre. The centres at

325 Croix-Rouge Street and 2535 Laurier Boulevard were closed
and consolidated under the new banner. The new centre, where
the public can donate blood, plasma or platelets, not only provides
aesthetic and logistical improvements to the donor experience, but
also ensures improved rates of donor traffic. Whereas the objective
for the Place Laurier Globule’s first year of operations was set at
350 donors per week, Héma-Québec is actually welcoming as
many as 420 donors per week after only several months of activity.

Change of status for the Cote-Vertu Globule

The Place Laurier Globule joins the two other Globule centres—
both located in Montréal, in Place Versailles and on Cote-Vertu—
that have been welcoming donors since the winter of 2001. In
2003-2004, Héma-Québec changed the status of the Céte-Vertu
Globule. It was originally conceived as a centre for special
donations, but is now open to all donors. It is possible to make an
appointment to give blood there, as well as make special
donations, including autologous donations.

Marketing plan

A marketing plan was developed for each Globule centre, on the
basis of their specific donor recruitment needs and in such a way
as to optimize donor traffic for each centre.

Héma-Québec has begun to promote the Globule concept at its
blood drive locations through the use of various marketing tools.
Sponsorship weeks (or Globule theme weeks) have also been
organized with a number of large companies.
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The Globule concept has been very successful during 2003-2004.
Together, the three Globule centres welcomed approximately
800 donors per week.

Collection of Platelets by Apheresis

The thrombapheresis procedure enables the collection of the same
quantity of platelets from a single donor as the number contained
in five bags of blood collected from different donors using the
traditional method. The collection of platelets by apheresis offers
increased safety for patients by reducing the number of donors to
whom they are exposed. Héma-Québec intends to deliver an
increasing proportion of apheresis-obtained platelets to hospitals.

Acquisition of TRIMA ACCEL™
(TRIMA) machines

In 2003-2004, Héma-Québec began using
ten new TRIMA machines for platelet
collection by apheresis in its Globule centres.
The TRIMA technology improves the donation
experience because it substantially reduces
the length of the procedure, which both
facilitates time management for donors and
increases collection centre productivity. The
number of thrombapheresis procedures
carried out in a day can be increased by 40%
without having to modify human resource
requirements or the Globule centres’ hours of operation.

New Awareness Campaign

Héma-Québec relies on the contribution of the public to maintain
an adequate blood supply. Advertising campaigns constitute an
effective means of raising the awareness of Quebeckers about the
importance of donating blood and, at the same time, encouraging
them to make a first donation and motivating regular donors to
increase the frequency with which they give blood.

In the fall of 2003, Héma-Québec
broadcast a new awareness
campaign, the third since its creation.
For the first time, donors, in addition
to recipients, were featured.

The goal of the 2003-2004
awareness campaign is to heighten
Quebeckers’ awareness of the
necessity of giving blood and its
beneficial effects for the community as a whole, to convince
non-donors to make a donation for the first time, and to reinforce
the entire experience for veteran donors. The campaign itself
presents an imaginary meeting between donors and recipients, as
well as communicates the idea that it is a pleasure to give. The
advertising strategy consists, first of all, in using television as a
medium to stir up viewer emotions, complemented by roadside
billboards that should induce them to reflect more fully on their
potential act.




Review of 2003-2004 Activities

In terms of top-of-mind and
raising awareness about the
importance of donating blood, as
well as persuading people to
make a blood donation, this
campaign rapidly produced
results superior to those of the
preceding campaign. According to a survey conducted in January
2004 by an external firm, nearly one Quebecker in two had seen
the campaign on television, one Quebecker in five had seen a
billboard, and 89% of the people who had taken notice of the
campaign (television and/or billboard advertising) stated that it had
made them more aware of the importance of giving blood. In
comparison, the previous campaign, conducted one year earlier,
resulted in 83% of people stating that their awareness concerning
this subject had been heightened.

UR DOH PEUT SAUVER
JUSQUTA QUATRE YIES,

Raising awareness about blood donation

Did Héma-Québec’s advertising about blood donation that you saw
on television or on a billboard raise your awareness about the

importance of donating blood?

100 -
80
60
40
20
January 2003 January 2004
n=587 n=620

The proportion of respondents who agreed that their awareness had been raised
increased by 6% over the 83% level achieved by the previous campaign.

At the same time, 30% of those who saw the new campaign
(television or billboard) agreed that it had a positive influence on
their intention to make a donation.

Intention to give blood following the awareness
campaign

Did Héma-Québec’s advertising about blood donation that you saw
on television or on a billboard...

JANUARY 2003 JANUARY 2004

(n=587) (n=620)

lead you to make a blood donation 7% 5%
increase your intention to
make a blood donation 25% 30%

Subtotal for positive impact 32% 35%
have no impact on your intention
to make a blood donation 63% 59%
reduce your intention to
make a blood donation 0% 0%
Don’t know 5% 6%

A 5% improvement in comparison with the January 2003 result.
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Regional Public Meetings

In January 2004, Héma-Québec began holding a series of public
meetings that will take it to some twenty cities by next fall.
Héma-Québec representatives take this opportunity to explain the
organization’s activities, present a summary of its 2002-2003
accomplishments, and describe its major projects. Another goal of
these meetings is to raise participant awareness about the
importance of community involvement and the roll of blood drive
organizing committees, as well as the need to prepare the next
generation of volunteers and donors, given the fact that our
population is ageing. Ways to raise awareness about donating
blood and conditions for a successful blood drive are also
discussed.

Labile Blood Products: Results of Operations

During the year, 1,351,131 telephone calls were made to members
of the public in order to recruit donors, which is approximately
76,000 more calls than the previous year.

Community organizations, with the help of Héma-Québec,
organized 2,182 blood drives, an increase of approximately 10%
over the previous year. The year also counted 1,052 blood drive
days at donor centres, an increase of 17% over 2002-2003.

Number of blood drives

2,200
2,100
2,000
1,900
1,800
1,700

1,600

1,500 2002-2003 2003-2004

An increase of 10% in the number of blood drives held.

Number of blood drive days at donor centres

1,100 -

1,000 -

900 -

800

2002-2003 2003-2004

An increase of 17% in the number of blood drive days at donor centres.
The opening of the new Globule Centre in Québec City contributed to this
increase.
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A total of 319,628 donors—including 25,071 new donors—were These donors were responsible for donating 256,518 bags of blood,
welcomed, an increase of 6% over 2002-2003. as well as 7,216 donations of platelets and 10,056 donations of
plasma, the latter two by apheresis.

Number of donors welcomed Number of bags of blood donated
350,000 275,000 -
300,000 [ 250,000 [~
250,000 [~ 225,000 -
200,000 2002-2003 2003-2004 200,000 2002-2003 2003-2004
An increase of 6% in the number of donors welcomed. An increase of approximately 2.3% in the number of bags of blood donated.
Number of new donors who gave blood Number of donations of platelets by apheresis
26,000 - 8,000 -
7,000
25,000 -
6,000
24,000 -
5,000
23,000 - 4,000
22,000 2002-2003 2003-2004 5000 2002-2003 2003-2004
A total of 25,071 new donors gave blood in 2003-2004, an increase of 4.5% over the An increase of approximately 50% in the number of donations of platelets by

previous year. apheresis, a method figuring in Héma-Québec’s supply strategy.
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With an average six-day reserve of blood, Héma-Québec has
enjoyed a period of optimal inventory.

Labile blood products delivered to hospitals

2002-2003 2003-2004

Packed red blood cells 221,659 223,723
Whole blood-derived platelets 107,612 98,114
Apheresis platelets 4,234 6,775
Platelet equivalents* 21,170 33,875
Whole blood-derived plasma 39,324 46,090
Apheresis plasma 8,200 8,231
Cryoprecipitate 12,685 12,888
Cryoprecipitate supernatant 6,593 10,866
Granulapheresis 50 38
Red blood cells - 67
Total* 417,293 433,892

* A bag of apheresis platelets is equivalent to the amount of platelets derived from
five bags of whole blood. The total number includes the platelet equivalents and
not the number of apheresis platelets.

Héma-Québec has, once again this year, fully met the needs of
Québec hospitals. In total, the organization delivered 433,892 labile
blood products, including 223,723 units of packed red blood cells,
which represents a decline in demand in comparison with previous
years. On the whole, deliveries of labile blood products to hospitals
increased by approximately 4% over the preceding year.

Packed red blood cells

Storage period:
42-day shelf life at a temperature of 2° to 6°C

Platelets

Storage period:
Five-day shelf life at a temperature of 20° to 24°C

Plasma

Storage period:
One-year shelf life at a temperature below -20°C

Cryoprecipitates

Storage period:
One-year shelf life at a temperature below -20°C
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Specialized Labile
Blood Products

Providing various specialized products to Québec hospitals is an
integral part of Héma-Québec’s mission. For that reason, the
organization helps its hospital clientele identify and use the type of
blood required in complex transfusion situations, for example,
when patients require a rare blood type or their blood has
particular antigenic properties that could provoke transfusion
reactions.

Antigen systems correspond to proteins on the surface of red
blood cells; they are also found on the surface of platelets and
white blood cells. Certain antigenic variations can stimulate the
production of antibodies against certain types of blood, which
causes hemolytic reactions or blood group incompatibility.

Héma-Québec supplies the following specialized blood products:

* phenotyped packed red blood cells: phenotyping analyses are
used to determine the particular characteristics of an individual’s
blood or blood antigen systems in a more detailed manner than
basic blood typing (A, B, O, Rh);

« washed packed red blood cells: repeated washings of the
packed red blood cells remove all traces of plasma (this
procedure is necessary, for example, in the case of certain
allergies);

» rare blood: the bank includes 700 bags of blood that contains
systems or combinations of rare antigens.

In 2003-2004, Héma-Québec conducted more than

82,300 phenotyping analyses of blood and supplied over
12,000 phenotyped products to hospitals. Héma-Québec also
distributed 1,500 washed packed red blood cells to hospitals in
the same year. Furthermore, for reasons of increased efficiency,
activities related to the management of the rare blood bank were
centralized at the Montréal facility.

Specialized labile blood products supplied to hospitals

Phenotyped packed red blood cells 12,000
Washed packed red blood cells 1,500
Units of rare blood 70
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Fractionated Products

Fractionated products have a longer shelf life than labile blood
products, which explains their qualifier. HEma-Québec acts as the
distributor of fractionated products for Québec. Fractionated
products are obtained by fractionating the various proteins
contained in human plasma or through recombinant manufacturing
techniques that require little or no plasma. They are used for
various therapeutic purposes.

The categories of fractionated products distributed by
Héma-Québec include:

 intravenous immunoglobulins (IVIg)

= coagulation factors (recombinant proteins)

e coagulation factors (plasma-derived proteins)
e albumin

e hyperimmune immunoglobulins

Intravenous immunoglobulins and recombinant antihemophilic
factors represent more than 70% of the budget for fractionated
products. Furthermore, the value of fractionated products
distributed to Québec hospitals represents more than half of
Héma-Québec’s total budget.

Transfer of Fractionated Product
Management

After several months of work and planning,
( E ) Héma-Québec proceeded to take over all
TR o
_—

aspects of management related to its
fractionated product distribution activities on
April 1, 2003. Prior to that date, the supply of
fractionated products, as well as the
management system related to it, were

i administered by Canadian Blood Services

~ | (CBS). The management of fractionated
products was the last Red Cross activity to be
transferred to Héma-Québec from CBS.

During the year, Héma-Québec integrated the management of
fractionated products (including the negotiation and maintenance
of agreements with suppliers and the implementation of its own
computer management system for these products). This operation
allows Héma-Québec to assume a more efficient control over its
supply of fractionated products and improve their availability to
Québec hospitals.

Agreements with Suppliers

Héma-Québec and CBS formed a purchasing committee in order
to negotiate agreements with suppliers of fractionated products.
As of today, Héma-Québec manages 11 fractionated product
purchase agreements.

During the year, in the perspective of maintaining an optimal supply
chain, Héma-Québec adopted a system of performance indicators
with which it can evaluate the performance of its suppliers. Based
on the notion of transparency, this system enables Héma-Québec
to build and maintain good relations with its partners, to whom it
regularly presents such performance reports.
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Introduction of an
Information Management System

As part of the transfer, Héma-Québec also introduced a fractionated
product information management system (SIPS). This computer
system allows the organization to optimize the management of
agreements with the various suppliers, inventory, resupply and
distribution to hospitals. Configured and parameterized by a
multidisciplinary Héma-Québec team with the support of an outside
firm, this system, which utilizes an SAP platform, is adapted to the
organization’s specific needs.

A Team Success

The implementation and integration of SIPS during the year were
completed successfully. This assumption of responsibility for
fractionated products and the development of SIPS provide convincing
examples of the synergy to be found within Héma-Québec. Thanks to
the work of its entire team, Héma-Québec made the procedures for
managing fractionated products the most efficient possible, in such a
way as to ensure an improved supply to Québec hospitals. Indeed,
this system has now become a model for other distributors of
fractionated products.

Delivery of Fractionated Products
to Hospitals

In 2003-2004, Héma-Québec distributed a whole range of
fractionated products to Québec hospitals—including 852,948
grams of intravenous immunoglobulins (IVIg) and 23,257,878 I.U.
(international units) of recombinant antihemophilic factors (FVIlir)—
with a total value of CAN$132,624,872.

Deliveries of intravenous immunoglobulins

1,000,000
900,000

» 800,000

£

o

© 700,000 |-
600,000 |-
500,000

2002-2003 2003-2004

An increase of approximately 10% in the amount of intravenous immunoglobulins
delivered to hospitals.

Deliveries of recombinant antihemophilic factors
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An increase of nearly 6% in the amount of recombinant antihemophilic factors
delivered to hospitals.
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Specialized Services

The provision of consultant services to Québec hospitals is also an
integral part of Héma-Québec’s mission. The organization provides
the following specialized services:

e erythrocytic immunology service: specialized analyses for
complex hospital cases of erythrocyte serology;

= erythrocytic genotyping by molecular biology: a new service
designed by Héma-Québec’s R&D group (see the Research and
Development section for more details);

« leucoplatelet immunology service: specialized analyses for
complex clinical cases of platelet serology; analysis of antigen
systems on platelet surfaces.

Specialized services provided to hospitals

Erythrocytic immunology specialized analyses
for 1,152 patients
Leucoplatelet immunology specialized analyses

for 240 patients

Erythrocytic genotyping 115 requests
(new service)
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Hematopoietic Stem Cells

Héma-Québec is also working in the field of hematopoietic stem
cells under ministerial authority granted by virtue of the Act
respecting Héma-Québec and the hemovigilance committee. Stem
cells are responsible for the production of red blood cells, white
blood cells and platelets. They are found in bone marrow, a soft
and gelatinous tissue rich in fat located in the centre of the bones.
Umbilical cord blood is another rich source of these stem cells.

Bone Marrow Registry

Héma-Québec draws up and manages Québec’s non-related bone
marrow donor registry. This is a computerized bank of the names
of individuals who might consent to donate their bone marrow to a
patient requiring it. Héma-Québec is, therefore, responsible for
recruiting bone marrow donors. It also carries out the HLA (human
leucocyte antigen) testing—also known as tissue typing—of
potential donors. This testing involves analyses of the
characteristics of the proteins on the surface of white blood cells
that enable the determination of the compatibility between a non-
related donor and a bone marrow recipient. It should be noted that
hospital staff harvest the bone marrow for transplant purposes.

Recruiting Bone Marrow Donors

In Québec, 3,000 new names were added to the non-related bone
marrow donor registry last year, bringing the number of Québec
donors registered to a total of 36,445 as of December 2003. The
number of Québec donors listed in the registry has dropped in
comparison with last year’s figure, however, because of the recent
worldwide policy that has lowered the upper age limit for inclusion
in a registry from 66 to 60 years, thereby excluding a number of
individuals who had previously been registered.

The bank of potential bone marrow donors in Québec is linked to
the Canadian registry, as well as to other registries throughout the
world, which enables the search for a compatible donor to be
conducted on an international scale. The Canadian registry listed
218,500 donors (including those from Québec) as of December
2003, while the number of non-related bone marrow donors
worldwide totalled 9,000,000.

Number of non-related bone marrow donors listed in
the registry

DECEMBER 2002 DECEMBER 2003

Québec 36,867 36,445
Canada 223,430 218,500
Worldwide 8,500,000 9,000,000

Fewer donors were listed in the Québec and Canadian registries in
December 2003 than at the same time the preceding year due to the lowering
of the maximum age for registration.

HLA testing

During the year, Héma-Québec conducted some 2,800 HLA
(human leukocyte antigen) tests. The HLA system is so complex
that it is difficult to find a compatible non-related donor for a
patient. In fact, the chances of finding a compatible donor for a
patient can vary from 1 in 450 to more than 1 in 750,000
(depending on the patient’s HLA typing). In 2003-2004,
Héma-Québec succeeded in matching seven Québec bone
marrow donors and seven recipients—three from Canada
(including one Quebecker), three from Europe and one from
Australia.
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Public Cord Blood Bank

Harvested from the umbilical cord and placenta, cord blood can be
used for transplanting hematopoietic stem cells in patients
weighing less than 50 kg and who are suffering from otherwise
fatal illnesses. Since January 2003, Héma-Québec has been
working in partnership with Hopital Sainte-Justine and St. Mary’s
Hospital Centre to develop a public umbilical cord blood bank in
Québec.

The obijective is to establish a bank of 5,000 units of cord blood.
The cord blood will be harvested by the staff members of partner
hospitals, with the authorization of mothers giving birth in these
institutions. As manager of this bank, Héma-Québec’s role will
include supervising the harvesting process, ensuring the quality of
the harvested blood, freezing and storing the cord blood donations
that meet the relevant selection criteria, and distributing them.

During the year 2003-2004, Héma-Québec and its partners
developed and validated numerous policies and procedures for the
operation of the Public Cord Blood Bank, particularly with regard to
the recruitment of pregnant women, their informed consent, the
harvesting of cord blood and its processing. In September 2003,
we began a testing period designed to verify the procedure for
storing cord blood donations and to choose the appropriate
instruments and equipment. The new program should begin
operations during the year 2004-2005.
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Human Tissues
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HISTO-QUEBEC
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The supply of optimal quality, safe human
tissue in sufficient quantity to meet the
needs of Québec’s population is another
integral part of HéEma-Québec’s mission.
Histo-Québec is the Héma-Québec division
that acts as a supplier of human tissue for
transplant. Its activities are based in
Québec City.

There are various categories of human tissue. Histo-Québec
supplies bone grafts to hospitals. It is also working to eventually
supply heart valves. In addition to other uses, surgeons employ
bone tissue to secure orthopedic implants and to treat patients
who have had a piece of bone removed because of a tumour.
Most crucially, the quality of patients’ lives can be improved
through the use of human tissue.

The Histo-Québec division consolidated its activities during
2003-2004.

Work Processes and
Quality Control Systems

In concert with its quality and standards team, Histo-Québec
completed an upgrade of all its standardized manufacturing
procedures, including the development and validation of new work
methods, in anticipation of the transfer of its activities to the new
Héma-Québec facility in Québec City. Clean rooms (facilities offering
optimal conditions for the collection and treatment of human tissue)
also were designed as part of this relocation (see the Special
Projects—Relocation of the Québec City Facility section for more
details).

Microbiological Qualification

Again with the support of the quality and standards team,
Histo-Québec implemented a microbiological qualification
management system (for evaluation and quality control) for
the human tissue it collects.

Request for Accreditation from the
American Association of Tissue Banks

The American Association of Tissue Banks (AATB) is, at the
present time, the institution of reference in terms of standards that
human tissue banks must meet. This U.S. organization has some
82 members. For its part, Health Canada requires a licence from
the Medical Devices Bureau for activities related to heart valves.

In February 2004, therefore, Histo-Québec filed an application with
the AATB for accreditation to collect, treat and distribute bone
grafts. It also is working to obtain a licence from the Medical
Devices Bureau for the collection, treatment and distribution of
heart valves.

It should be noted that, in 2003-2004, the Histo-Québec division
was able to assume continuous heart valve collection activities. For
the moment, these tissues are treated externally by another firm
and then distributed to patients throughout Québec.
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Raising Awareness abOUt Number of bone grafts distributed to hospitals
Human Tissue Donation in 2003-2004

Finally, Héma-Québec has designed a plan to heighten awareness

about human tissue donation and the activities of its Histo-Québec T'.b'al shaft
division. This plan includes a range of communications and Distal femur
marketing activities to be spread over a two-year period. These Proximal femur 2
activities were chosen according to the particular groups targeted, Proximal femur (without head) 39
including the hospital staff involved in referring individual tissue Shaft of the femur 5
donors, as well as their families. —

Hemipelvis
Meetings were organized with the organ and tissue donation lliac crest
committees of several Québec hospitals, as well as with a number Head of the femur 12
of surgeons and emergency room heads, in order to impress upon Proximal tibia 14
them the importance of their respective roles in the accomplishment Total 82

of Héma-Québec’s mission in respect to human tissue.

The Histo-Québec division was able to distribute human tissue to
hospitals for the use of their patients thanks to 35 tissue donors
and their families.
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Compliance and Approval/Quality Control

Héma-Québec does all it can to provide safe, optimal quality products to Quebeckers. The organization always operates in such a way as
to comply with the highest standards.

The Quality and Standards division applies a panoply of quality control procedures to ensure that labile blood products produced by
Héma-Québec respect the standards in effect.

Quality control of LBP, 2003-2004 results

TYPE OF PRODUCT ANALYSES PERFORMED COMPLIANCE ACCEPTABLE ACCEPTABLE
N=NUMBER % VALUE PERCENTAGE
AS-3 units Residual leukocytes 99.8% <5.0 x 10%/bag 100% of bags tested
(n=656)
Sterility 100% No contamination 100% of bags tested
Platelet concentrate Residual leukocytes 99.9% <5.0 x 10%/bag 100% of bags tested
(n=1,384) Platelet count 88% =5.5 x 10'%bag 75% of bags tested
pH 100% =6.0 100% of bags tested
Sterility 100% No contamination 100% of bags tested
Apheresis platelets Residual leukocytes (n=4,126) 100% <5.0 x 10%/bag 100% of bags tested
Platelet count (n=7,096) 94% =3.0-5.1 x 10'/bag 75% of bags tested
Sterility (n=7 096) 100% No contamination 100% of bags tested
Granulapheresis White blood cell count 100% >1.0 x 10%%bag 75% of bags tested
(n=49) Sterility 96%* No contamination 100% of bags tested
Cryoprecipitate Fibrinogen 99.7% =150 mg/bag 75% of bags tested
(n=280) Factor VIII 96% =80 I.U./bag 75% of bags tested
Fresh frozen plasma Factor VI 79% >0.70 L.U./mL 75% of bags tested
(n=348)
Fresh frozen plasma Factor VIl 83% >0.70 L.U./mL 75% of bags tested
by apheresis (n=149) Sterility 100% No contamination 100% of bags tested

*Staphylococcus capitis

Results obtained for the quality control of labile blood products in 2003-2004 meet the standards in effect.
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Inspections Performed by Héma-Québec

In order to ensure a safe supply for Quebeckers, Héma-Québec
performs:

» Self-inspection of internal operations at each of its facilities
(Montréal and Québec City);

= Periodic inspection of critical material and fractionated product
suppliers;

= Evaluation of potential suppliers as to their ability to respect good
manufacturing practices (GMP) for the work requested.

These inspections are integral to our continuous improvement
process, which enables the employees and managers concerned
to perform the corrective measures required to maintain the
highest level of compliance with standards.

Self-inspection

Throughout the year, all regulated departments (18 at the Montréal
facility and 17 at the Québec City facility) were the subject of

119 days of inspections.

Periodic Inspection of Suppliers

Héma-Québec inspected 17 of a total of 45 critical material

suppliers and 11 fractionated product suppliers. These 17 entities
maintained their approved supplier status.

Evaluation of New Suppliers

Throughout the year, three potential suppliers were visited following
a request from Héma-Québec’s purchasing team. All of these
suppliers were found to comply with GMP and were retained for
their services.

Annual Inspection by Health Canada

Héma-Québec is subject to an annual inspection by Health
Canada. Health Canada representatives ensure that the safety
measures it requires and the conditions of the operating licence
awarded to Héma-Québec are respected.

This year’s annual visit was held between November 24 and 28,
2003, at the Québec City facility and between January 19 and 30,
2004, at the Montréal facility. Héma-Québec once again passed
the inspection with flying colours and Health Canada inspectors
renewed the organization’s operating licence. Only a minor number
of observations concerning a few activities without significant effect
on the safety of the relevant manufactured products were made.
Corrective measures related to these observations have already
been taken.
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Renewal of American Association
of Blood Banks Accreditation

Following the recommendation of Mr. Justice Krever and the report
issued by the Commission of Inquiry on the Blood System in
Canada, Héma-Québec had its blood products’ production
procedures evaluated by a number of third parties, including the
American Association of Blood Banks (AABB).

In February 2004, Héma-Québec was audited by the AABB as part
of the process to renew the accreditation it had received in 2001.
The AABB is a reputable U.S. organization of some 2,000 member
institutions from the United States and 80 other countries. The
mission of the AABB is to establish and promote the highest
standards in care given to blood recipients and donors, and, as
such, in all aspects incumbent to blood banks, transfusion
medicine and hematopoietic, cell and gene therapy, as well as
human tissue transplantation. AABB accreditation is renewable
every three years.

With excellent inspection results, Héma-Québec had no problem in
renewing its accreditation. The AABB auditors were particularly
impressed with the expertise of the Héma-Québec staff, especially
in terms of its training, as well as by the organization’s respect of
standardized manufacturing procedures, its laboratories and the
unidirectional process flow.
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Human Resources

As Héma-Québec is an organization that requires a high-calibre
work force, the quality of its human resources management is of
the utmost importance to the organization’s success. The Human
Resources team has devoted itself to fostering a work environment
where people are respected and to contributing significantly to the
achievement of organizational objectives.

Number of employees per division
as of March 31, 2004

- Operations: 72.6%

- Medical Affairs: 5.8%

- Administration and Finance: 4.9%
- Information Technology: 3.9%
- Research and Development: 3.8%

|:| Human Resources: 3.1%

- Quality and Standards: 2.8%

Senior Management
Legal Affairs > 1.9%

Public Affairs

Histo-Québec : 1.2%

Héma-Québec had 1,337 employees as of March 31, 2004.

Most of the organization’s employees are part of the Operations division, which
is primarily responsible for recruiting donors, organizing blood drives in
collaboration with the community, qualifying donated units of blood, processing
blood into labile blood products and distributing these products.

Labour Relations

About 930 of the 1,337 Héma-Québec employees are members of
one of the organization’s nine accredited unions. While it concluded
three collective agreements in 2002-2003, in 2003-2004 the
organization finalized the negotiation of four collective agreements
reflecting its mode of operation.

Héma-Québec thus concluded an agreement with each of the
following unions:

< Syndicat des assistants(tes) techniques de laboratoire
d’Héma-Québec (CSN)

» Syndicat des techniciens(nes) de laboratoire d’Héma-Québec (CSN)
« Syndicat des travailleuses et travailleurs d’Héma-Québec (CSN)
» Union professionnelle des infirmiéres et infirmiers du Québec
These agreements are for five years. This extended duration, as
well as the launch of labour relations committees, will encourage

the integration within the organization of the values and philosophy
of interest-based (or win-win) negotiation.
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Human Resource Development

Héma-Québec continued to conduct its
management training program, in

Une grande . . . .
mission partnership with the Executive Education

. (‘ une grande | Centre of the Ecole des Hautes Etudes
e®uipe Commerciales. Nearly 100 managers and

professionals participated in a conflict
management training activity.

Furthermore, Héma-Québec introduced change management
training activities aimed at training and supporting its staff during
the various changes that are taking place within the organization,
such as the Blood Donation Positive Experience project and the
relocation of the Québec City facility. Several of these sessions
were held throughout the year. Most staff members had the
opportunity to take different courses, either in-house or elsewhere,
that corresponded to their specific needs.

Finally, Héma-Québec organized two events in recognition of the
years of service of 186 employees who have worked five years or
more for the organization.

Benefits Programs

Héma-Québec reviewed all of the retirement, group insurance and
salary continuance programs offered to its employees, with the goal
of bringing these programs more in line with available budgets, as
well as offering better coverage to its staff. Héma-Québec was
committed to reviewing its programs, which, until this time, matched
those of the Red Cross, in order to adapt them to the particular
needs of its personnel.

Pay Equity

Under the Pay Equity Act, Héma-Québec has undertaken to
implement seven separate pay equity programs. The joint
committees have evaluated 175 job categories. The first salary
adjustments, if applicable, will be paid in 2004-2005.

Health and Safety in the Workplace

Héma-Québec continuously strives to offer an extremely safe work
environment. This year, the organization increased its preventive
measures and activities to combat accidents in the workplace (e.g.,
analyses and inspections of work areas). It intends to continue such
initiatives in 2004-2005.

Employee Opinion Survey

After five years of operations,

@ e e | H€Ma-Québec intends to develop a new

b, TR - human resources strategy. Seeking input

from employees for this project, the
organization, with the help of a firm that
specializes in this area, conducted an
opinion survey of its entire staff in
December 2003. The survey’s 86 questions
covered six areas: the orientation and
management of Héma-Québec,

supervision, work, career development,

the workplace, and information.

A total of 814 employees completed the survey, resulting in a
response rate of 63%, which demonstrates the interest employees
have in expressing their opinion. Furthermore, it is representative of
the general opinion of the entire staff. Another major aspect of the
survey results is the impressive number of comments made by
respondents (1,936 comments). Management made it their duty to
pass the survey results on to the employees.
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Overall, employees expressed their commitment to Héma-Québec’s
mission and values. They are proud to work for this cause and like
their jobs. They are also satisfied, on the whole, with the training and
technical support they are given, as well as with the respect
supervisors grant to members of their team. In addition, the great
majority of Héma-Québec employees are satisfied with their working
relations with colleagues. A few problems were raised; however, staff
members indicated that they would like to work with supervisors in
finding solutions.

Furthermore, Héma-Québec management began to implement an
approach that will involve it and employees in a follow-up procedure
based on openness and consultation, the goal primarily being to
improve certain elements in the workplace. An action plan will be
established and, in addition to all the steps taken to follow up on the
survey, shared with Héma-Québec employees as developments
proceed.
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Research and Development

Héma-Québec develops innovative products and services in
transfusion medicine and human tissue transplantation. In
2003-2004, various research and development projects were
undertaken and/or completed.

Operations and Bioproduction Research

Experimental WNV Test Developed Internally

As previously mentioned, the team from Héma-Québec’s Research
and Development division fine-tuned an experimental test to
screen for WNV (see the Product Safety—West Nile Virus section
for more details). This test was developed within very tight
deadlines and, following an inspection by Health Canada, was
made available for the Operations division’s use in countering the
effects of the WNV on the blood supply as of summer 2003.

New Erythrocytic Genotyping Technology

In certain special cases, an individual’s red blood cell antigens can
stimulate antibody production, which could result in transfusion
reactions or recipient incompatibility with certain blood types. The
search for compatible blood for such an individual thus becomes
more complex.

In 2003-2004, the Research and Development team developed a
new genotyping test for Rh D, Rh C/E, Kell, and Kidd and Duffy
antigen systems in humans. The new test makes it possible to
analyse the DNA or the gene segment that codes certain variations
of these antigen systems, thereby identifying blood groups through
molecular biology.

This technology facilitates the search for compatible blood and, in
certain cases, may be more effective than the traditional serological
method. It has been transferred to the Medical Affairs team
responsible for this area of activities, which will use it to resolve
complex transfusion cases referred to it by the hospital clientele
(see the Specialized Services section for more details).

Blood Bag Storage at 20-24°C

Throughout the year, Hématech, the testing group of the Research
and Development division, assessed whether the total time that
blood bags could be stored before being processed into various
blood components could be increased from 8 to 24 hours at
20-24°C. Such an increase would make it easier to plan blood
processing, which would result in increased operations efficiency.
The results of this study will be known next year.

Cellular Engineering

The objective of the cellular engineering program is to develop
blood substitutes. Its primary projects are the development of
blood substitutes for platelets and for immunoglobulins. At the
request of Héma-Québec’s Scientific and Medical Advisory
Committee, a team of independent specialists was mandated to
evaluate these research projects (including their underlying
hypotheses, scientific approach and progress), as well as the
cellular engineering program personnel and work facilities. The
team of six specialists visited in October 2003.
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Overall, this team was impressed by the quality of research
conducted. It made positive comments on the progress of the
work on immunoglobulin production using in vitro culture of human
B lymphocytes. In terms of the project on in vitro production of
platelets, the specialists expressed reservations about the feasibility
of the project in its current form, especially in relation to the use of
umbilical cord blood as a source of stem cells for the mass
production of platelets. All comments about these two principle
focusses of the cellular engineering program’s research were duly
noted by Héma-Québec’s Board of Directors and the Research
and Development team.

Furthermore, this team of experts was of the opinion that the
transfer of Research and Development division operations to the
new Héma-Québec facility on the Université Laval campus will
allow for major scientific advances in the years to come (see the
Special Projects—Relocation of the Québec City Facility section).

Collaboration with Université Laval

Relocating Québec City-area Héma-Québec employees to its new
facility on the Université Laval campus will promote collaboration
between the university and the organization (see the Special
Projects—Relocation of the Québec City Facility section for more
details). Researchers at Héma-Québec and Université Laval’s
Department of Biochemistry and Microbiology already work
together, and six individuals who work for Héma-Québec are
Université Laval associate professors.

This collaboration is a win-win situation for both parties as it affords
them, for one, access to a critical mass in scientific research. For
example, Dr. Alain Garnier, of the Université Laval’s Department of
Chemical Engineering, received a Strategic Project Grant this year
from the Natural Sciences and Engineering Research Council of
Canada (NSERC) for the development of platelet production
processes. Héma-Québec’s Research and Development team will
participate in this work, which is directly related to the
organization’s cellular engineering program.

Research Grants Awarded in 2003-2004

Bayer—Canadian Blood Services (CBS)-Héma-Québec—Canadian
Institutes of Health Research (CIHR) Partnership Fund:

Grant of $178,180 over two years, awarded to Réal Lemieux, PhD,
and Renée Bazin, PhD, to fund the project entitled Biological
activity of autoantibodies isolated from intravenous
immunoglobulins.

Bayer—Canadian Blood Services (CBS)-Héma-Québec—Canadian
Institutes of Health Research (CIHR) Partnership Fund:

Grant of $157,300 over two years, awarded to Daniel Jung, PhD,
and Sonia Néron, PhD, to fund the project entitled Production of
human IgG using adenovirus-transduced normal B lymphocytes.

Training in Research

Héma-Québec is responsible for training the future generation of
specialists in the area of blood and transfusion. The Research and
Development team is training 10 graduate students enrolled at
Université Laval. The organization also welcomed eight students
during the summer of 2003, three of whom were the recipients of
grants from the Natural Sciences and Engineering Research Council
of Canada, enabling them to take part in a work study program.
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Special Projects

Héma-Québec managed three notable special projects in
2003-2004: the hospital billing pilot project, the relocation of its
Québec City facility and the upgrading of the organization’s
technology infrastructure.

Hospital Billing Pilot Project

Since April 1, 2003, Héma-Québec has conducted a billing pilot
project, without an exchange of money, with Québec hospitals for
the supply of fractionated and labile blood products. This trial is
due to a government decision stemming directly from the
recommendations made in the Gélineau Report, and as stipulated
by the Act respecting Héma-Québec and the hemovigilance
committee.

Previously, hospitals did not receive an invoice for the products
they used, nor did they pay for them. The Government of Québec
defrayed the costs of products delivered by Héma-Québec out of a
central budget. The project thus made hospital administrations
aware of the cost of blood products. Héma-Québec went through
a period of adjustment to this new way of operating, and had to
see to it that its hospital clientele understood the billing process.

Relocation of the Québec City Facility

During the year, H&éma-Québec
made major strides in the
relocation project for its
Québec City facility.

The move of Québec City-area
Héma-Québec employees and
the transfer of their respective
operations to the new building
was a huge challenge. This
project called on the support,
in one way or another, of the entire Héma-Québec team.

Construction of the New Building
and Gradual Transfer of Operations

The Merlin-Pomerleau consortium completed construction of the
new Québec City building, built on a 7,300-square-metre area of
land turned over by Université Laval under the terms of a 30-year
emphyteutic lease. This land is located on the Laval campus,
southwest of the Ferdinand-Vandry pavilion.

The new building has been specially designed to house the
Research and Development (R&D) and Histo-Québec divisions, as
well as the staff of the Québec City operations responsible for the
collection, processing and distribution of labile blood products.

The gradual transfer of staff operations began during the year with
the relocation of the R&D division and administrative personnel,
and will be completed in early 2004-2005.
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Operations Efficiency

This relocation to a more appropriate building will allow for
increased operations efficiency for the organization in the Québec
City area. As operations have quickly evolved in the past five years,
the old facilities at 2535 Laurier Blvd. had become too cramped
and no longer met the standards and needs of the organization.

Upgrade of Technology Infrastructure

This year, HEma-Québec changed its technology infrastructure, in
order to achieve economies of scale and optimize its procedures.

These changes include
improved telecommunications
links. This project to upgrade
its technology infrastructure
included the consolidation of
servers supporting the
organization’s activities
(except those related to
operations), as well as the
upgrade of workstations
through the use of Microsoft
Thin Client™ technology. A robust antivirus infrastructure was also
introduced. All of these changes were made and implemented at the
new Québec City facility, and the Information Technology team is
looking to enhance the organization’s infrastructure at its Montréal
facility by autumn 2004.

Furthermore, Héma-Québec has reviewed its administration
and finance business processes within its SAP Gestion system.
In particular, this enabled the organization to implement a
performance indicator system (see the Fractionated Products—
Agreements with Suppliers section for more details).

Information Technology also collaborated with Human Resources
on a project to develop an integrated human resources
management system. The systematic entry of all human resources
data that underlies best management practices will result in
increased staff productivity and enable generation of certain
performance indicators required in decision making.




Review of 2003-2004 Activities

Public Affairs and
Communications

Consolidation was the theme for the year’s corporate
communications initiatives. Integrating new practices into those
already in place resulted in the establishment and enhancement of
standards aimed to optimize Héma-Québec’s communication tools
and activities.

West Nile Virus (WNV) Integrated Action Plan

In order to counter the effects of the virus on the blood supply, the
Public Affairs division co-ordinated the development and
deployment of a WNV integrated action plan for the entire
organization. As part of this plan, several safety measures related
to the WNV were implemented (see the Product Safety—West Nile
Virus section for more details). Héma-Québec maintained a
continuous watch on the WNV situation, integrating its efforts with
those of the Québec and federal public authorities.

An internal and external communications plan was created and
implemented to inform and raise the awareness of various target
audiences, including the greater public, about the development of
the WNV situation and the Québec blood supply, as well as the
work carried out by Héma-Québec to manage the appearance of
this virus and ensure the safety of its labile blood products.

Various Projects

The Communications division also developed a crisis
communications plan that, given the nature of the organization, is
truly an indispensable tool. A new video (infomercial) discussing all
the stages along the blood transfusion route, from donor to
recipient, was also produced. Several activities for Héma-Québec’s
fifth anniversary were organized. The Communications team also
co-ordinated the activities surrounding the official opening of the
Place Laurier Globule in Québec City.

Some 2003-2004 statistics

* More than 235 requests for information from media
representatives

e 148 media interviews conducted
« Distribution of 24 corporate news releases

« More than 9,500 blood drive calendars sent to media
representatives

« More than 320 news releases to promote blood drives
< An average of 8,700 visits per month to the Héma-Québec Web site

= About 4,000 requests for information sent to
info@hema-quebec.qc.ca



Review of 2003-2004 Activities

Visits

Every year, Héma-Québec receives visitors who are interested in its
activities and recognize its role as a leader in its field. In 2003-2004,
Héma-Québec welcomed such honoured guests as Québec’s
Minister of Health and Social Services, representatives of the
American Red Cross transfusion service and of America’s Blood
Centers, as well as representatives from Algerian and European
transfusion centres.

From left to right: Dr. Philippe Couillard, Québec’s Minister of Health and Social
Services, Mr. André Roch, Vice-President of Public Affairs and Dr. Francine
Décary, Chief Executive Officer.




Each year, some 80,000 patients
receive blood products in Québec.




In 2003-2004, close to 320,000 blood donors
helped recipients regain their health.



Corporate Outreach

Corporate and Scientific
Presentations

ADRP Annual Conference, Association of Donor
Recruitment Professionals, Houston, Texas, April 2003

Paper
Daigneault S. “Etre négatif, c’est positif.”

American Association of Blood Banks (AABB) Annual
Meeting, San Diego, United States, November 2003

Posters

Belhassen C., Laliberté D., Germain M., Goldman M. “Mastering
the malaria muddle: The value of simplified donor criteria.”

Gélinas S., Germain M., Goldman M. “The declining value of the
Confidential Unit Exclusion Procedure.”

Goldman M., Thibault L., Mathieu L. “Validation and
implementation of diversion.”

Long A., Thibault L., Goldman M., Beauséjour A., De Grandmont
M.-J. “Screening of blood donors for IgA deficiency.”

Rousseau J., Goldman M., David M. “Neonatal alloimmune
thrombocytopenia: Incidence of reported cases in Québec from 1998
to 2002—closing the gap between detected and expected cases.”

Rousseau J., Goldman M., David M. “HPA-5b (Br?) neonatal
alloimmune thrombocytopenia in Québec: Clinical analysis of
31 cases between 1998 and 2002.”

St-Louis M., Thibault L., Chevrier M.-C., Perreault J., Richard M., De
Grandmont M.-J., Beauséjour A., Nolin M.-E., Guérin M., Vachon A.,
Lemieux R. “In-house development and production of a WNV NAT

assay for possible contingency testing of blood donors in June 2003.

Thibault L., Beauséjour A., De Grandmont M.-J., Laliberté D.
“Evaluation of the new OptiSeal FDR4363 tube sealer for blood
bank operations.”

Invited paper

Lemieux R. “Effects of IVIg on activated human B lymphocytes:
A role for autoantibodies?”

43rd Annual Meeting of the American Society for Cell
Biology, San Francisco, United States, December 2003
Posters

Dussault N., Simard C., Coté S. “Effects of reactive oxygen
species on growth and polyploidization of the megakaryocytic cell
line MO7e.”

Habel M.-E., Lemieux R., Jung D. “Iron specific growth inhibition
of Burkitt’s lymphomas cells in vitro, mediated by a decrease of
translocated c-myc expression.”

Asia Pacific International Society of Blood Transfusion
(ISBT) 2003, New Delhi, India, November 2003

Papers

Décary F. “Social marketing in voluntary blood donor recruitment
and retention.”

Décary F. “Incentive in context with medical and ethical issues.”

Etablissement Francais du Sang (EFS) Scientific
Workshop, Paris, France, May 2003
Invited paper

Décary F. “Démarche de sélection objective et donc qualifiante du
donneur.”

Centre hospitalier affilié St-Sacrement, Québec, Canada,
April 2003

Invited paper
St-Louis M. “Tests de génotypage.”



Corporate Outreach

Club Richelieu Montréal, Montréal, Canada,
November 2003

Invited paper

Décary F. “Importance du don de sang.”

Club Richelieu Rive-Sud, Canada, December 2003

Invited paper
Décary F. “Importance du don de sang.”

6th Conference on Protein Expression in Animal Cells,
Mont-Tremblant, Canada, September 2003

Poster

Jung D., Chevrier M.-C., Chateauneuf |., Drouin M., Guérin M.
“Preparation of murine anti-adenovirus fiber monoclonal antibodies
suitable for internalization of adenovirus in non-permissive cells.”

Congrés annuel conjoint des sciences de laboratoire
médical OPTMQ/SCSLM, Québec, Canada, June 2003

Invited paper

Bernier F. “L'implantation de nouvelles technologies; I'impact sur
le travail.”

Canadian Society for Transfusion Medicine/
Héma-Québec/Canadian Blood Services Annual Joint
Scientific Conference, Halifax, Nova Scotia, May 2003

Poster

Roy A., Racine C., Guérin M., Néron S. “Utilization of whole blood
leukocyte reduction filters to isolate human B lymphocytes for in
vitro study.”

Papers

Coté S., Simard C. “Interleukin-6 regulation of B-cell hybridoma
growth is restricted to the G1 phase of the cell cycle and involves
PKC-epsilon activation.”

Delage G. “RAP Session: CSA blood safety standards. Where do
we stand?”

Delage G. “The Canadian blood program: The report card to date.

Rousseau J., Tremblay L., Bernier B., Goldman M. “Donor
recruitment in the Haitian community.”

Thibault L., Long A., Beauséjour A., De Grandmont M.-J.
“Preparation of an IgA-deficient blood donor registry.”

Deuxieme Sommet sur les communications internes,
Montréal, Canada, February 2004

Invited paper

Pelletier N. “Les communications internes en situation de crise.”

Donor Research Network Meeting, Toronto, Canada,
September 2003

Invited paper

Germain M. “Donor motivation research at Héma-Québec.”

European Congress of the International Society of Blood
Transfusion, Istanbul, Turkey, July 2003
Paper

Lemieux R., Néron S., Proulx C., Lasia B. “High-yield production of
natural interferon-alpha using ex-vivo cultures of human cord blood
hematopoietic cells.”

Global PRISM User Group Meeting, Budapest, Hungary,
September 2003

Invited paper
Bernier F. “PRISM: A Canadian experience.”




Corporate Outreach

IBC Life Sciences 5th Annual BSP Biological Safety &
Production, Reston, United States, June 2003
Invited paper

Lemieux R. “Polyclonal human antibodies from cultured B
lymphocytes.”

International Council for Commonality in Blood Banking
Automation (ICCBBA) Board of Directors, Milan, Italy,
April 2003

Invited paper

Décary F. “Strategic planning.”

Journées annuelles de santé publique, Montréal,
Canada, December 2003
Invited paper

Delage G. “Virus du Nil occidental post-transfusionnel. Situation au
1°" décembre 2003.”

Journée scientifigue en médecine transfusionnelle,
Québec, Canada, October 2003
Invited paper

Delage G. “Les infections en émergence et la médecine
transfusionnelle.”

Les renseignements personnels en santé,
Hotel Inter-Continental, Montréal, Canada, October 2003

Invited paper

Ghibu S. “Le role et la responsabilité des organismes publics dans
la protection des renseignements personnels : I'expérience
d’Héma-Québec.”

Réunion administrative de médecine transfusionnelle,
Québec, Canada, October 2003

Invited paper

Décary F. “Héma-Québec 1998-2003.”

National Meeting of Red Cross Blood Drive Recruiters
and Organizers and the Bulgarian Blood Transfusion
Service, Sofia, Bulgaria, February 2004

Invited paper

Daigneault S., International Federation of Red Cross and Red Crescent
Societies. “Le processus de mise en marche du don de sang.”

Transfusion Alternatives Symposium, American Red
Cross—Pacific Northwest Regional Blood Services,
Portland, Oregon, June 2003

Invited paper

Goldman M. “Preoperative autologous blood donation (PABD)—
changing risk/benefit?”



Corporate Outreach

Publications

Décary F. (2003) Organisation du systeme du sang au Québec.
Médecine et Hygiéne (2441): 1246-1251.

Fecteau J., Néron S. (2003) CD40 stimulation of human peripheral
B lymphocytes: Distinct response from naive and memory cells.
J Immunol 171 (9): 4621-4629.

Germain M., Delage G., Remis R. (2003) The risks and benefits
of accepting men who have had sex with men as blood donors.
Transfusion 43: 25-33.

Germain M., Gélinas S., Delage G. The risk attributable to window
period transmission of blood-borne viral diseases—estimates
applicable to the Quebec blood supply (Letter to the editor).
CMAJ (in press).

Hebert P.C., Fergusson D., Blajchman M.A., Wells G.A., Kmetic A.,
Coyle D., Heddle N., Germain M., Goldman M., Toye B.,
Schweitzer |., Vanwalraven C., Devine D., Sher G.D. (2003) Clinical
outcomes following institution of the Canadian universal
leukoreduction program for red blood cell transfusions. JAMA 289
(15): 1941-9.

Goldman M., Trudel E., Richard L., Khalife S., Spurll G. (2003)
Neonatal alloimmune thrombocytopenia due to anti-HPA-2b
(anti-Ko?). Immunohematology 3 (19): 43-46.

Goldman M., Trudel E., Richard L. (2003) Report on the Eleventh
International Society of Blood Transfusion Platelet Genotyping and
Serology Workshop. Vox Sanguinis 85 (2): 149-155.

Proulx C., Boyer L., Hurnanen D., Lemieux R. (2003) Preferential
ex vivo expansion of megakaryocytes from human cord blood
CD34*-enriched cells in the presence of thrombopoietin and
limiting amounts of stem cell factor and Flt-3 ligand.

J Hematother Stem Cell Res 12 (2): 179-188.

St-Louis M., Perreault J., Lemieux R. (2003) Extended blood
grouping of blood donors using automatable PCR-ELISA
genotyping. Transfusion 43 (8): 1126-1132.

Awards

43rd Annual Meeting of the American Society for Cell Biology,
American Society for Cell Biology, travel grant to attend the
conference, Marie-Eve Habel, PhD student under the supervision
of Dr. Daniel Jung, December 13, 2003.

12th International Congress of Immunology, Canadian Society of
Immunology, travel grant to attend the conference, Serey-Phorn
Sea, master’s-level student under the supervision of Dr. Renée
Bazin, March 2004.

Lab-oratoire public exhibition, Association des Etudiant(e)s de
Laval Inscrit(e)s aux Etudes Supérieures, 2nd place, Sciences et
génie category, Nathalie Dussault, master’s-level student under the
supervision of Dr. Serge C6té; Marie-Eve Habel, PhD student
under the supervision of Dr. Daniel Jung; Sophie LaPointe,
master’s-level student under the supervision of Dr. Maryse
St-Louis; and Serey-Phorn Sea, master’s-level student under the
supervision of Dr. Renée Bazin, October 30, 2003.

Fleche d’or 2003, Association du marketing direct et de la relation
clientele, winner of the Fleche d’or, Organisme sans but lucratif
category, “Being negative is positive” loyalty program for
Rh-negative type blood donors, June 2003.

Gala Les Prix Femmes d’affaires du Québec, Réseau des femmes
d’affaires du Québec, Prix Hydro-Québec, Cadre ou
professionnelle, organisme public ou parapublic category,

Dr. Francine Décary, October 8, 2003.

Gala Personnalité marketing 2003, Association marketing de
Montréal, Stratege award, Marketing des enterprises culturelles
ou sans but lucratif category, and Personnalité marketing 2003,
Blood Donation Positive Experience project, Jacques Blais,
April 29, 2003.




Administration

Board of Directors as of March 31, 2004*

FIELD REPRESENTED MEMBER
Transfusion Medicine Chairman

Dr. André Lebrun, Oncohematologist
Hopital du Sacré-Coeur de Montréal

Academic Vice-chair
Dr. Yves St-Pierre, Professor
INRS-Institut Armand-Frappier

Héma-Québec Secretary
Dr. Francine Décary, Chief Executive Officer
Héma-Québec

Donors Ms. Héléne Darby, President
Association of Blood Donation Volunteers

Hospitals Ms. Carole Deschambault, General Manager
Hopital Maisonneuve-Rosemont

Dr. Lucie Poitras, Director, Professional Services
Hopital Sainte-Justine

Transfusion Medicine Dr. Jean-Francois Hardy, Anesthesiologist
Hobtel-Dieu de Montréal

Academic Dr. Serge Montplaisir, Professor
Department of Microbiology, Université de Montréal
Business Community Ms. Cheryl Campbell Steer, President
Campbell Steer & Associés
Recipients Mr. Christian Gendron, Director, Operations
Johnson & Johnson Canada
Public Health Dr. Marc Dionne, Scientific Director

Institut national de santé publique du Québec

Hemovigilance Committee Observer
Mr. Jean-Guy Lorrain

* On December 17, 2003, five new directors officially joined the Héma-Québec Board, replacing members whose mandate had ended. The five new directors were
appointed by order of the Government of Québec under the Act respecting Héma-Québec and the hemovigilance committee. Furthermore, Dr. André Lebrun, past
Vice-chair of Héma-Québec, was elected Chairman; and former Director, Dr. Yves St-Pierre, is now Vice-chair. Mr. Claude Pichette, Chairman of the Board of
Directors since Héma-Québec’s founding in 1998, continued to sit on the Board as a director from December 17, 2003, to March 26, 2004.




Administration

Management Committee as of March 31, 2004

First row

Second row

Yvan Charbonneau, Eng.
Vice-President, Operations

Roger Carpentier, CRIA
Vice-President, Human Resources

Suzanne Rémy, MSc, MBA
Vice-President, Quality and Standards

Guy Lafreniere, MBA, CMA
Vice-President, Finance and Administration

Francine Décary, MD, PhD, MBA
Chief Executive Officer

Simon Fournier, DEC
Vice-President, Information Technology

Smaranda Ghibu, BCL, LLB
Vice-President, Legal Affairs

Gilles Delage, MD, MSc
Vice-President, Medical Affairs

Marc Germain, MD, PhD
Vice-President, Histo-Québec

Réal Lemieux, PhD
Vice-President, Research and Development

André Roch, BCom
Vice-President, Public Affairs




Administration

Scientific and Medical Advisory Committee as of March 31, 2004

FIELD REPRESENTED MEMBER
Transfusion Medicine Committee Chair

Dr. Gwendoline Spurll, Director
McGill University Health Centre, Designated Transfusion Centre (Royal Victoria Hospital)
Associate Professor, McGill University

Molecular Biology Dr. Jean-Pierre Cartron, Scientific Director
Institut national de la transfusion sanguine

Biotechnology Dr. Bernard Massie, Researcher
NRC Biotechnology Research Institute

Plasma Derivatives Dr. Dana Devine, Director of Research and Development
Canadian Blood Services
Professor, University of British Columbia

Blood Component Manufacturing Vacant

Hematopoiesis Dr. James Michael Piret, Professor
Biotechnology Laboratory and Department of Chemical & Biological Engineering
University of British Columbia

Immunology Dr. Walid Mourad, Associate Professor
Centre de recherche en rhumatologie et immunologie
Centre hospitalier universitaire de Québec, pavillon CHUL

Transfusion Medicine Dr. Sylvain Jude Bélisle, Anesthetist
Institut de cardiologie de Montréal

Recipients Ms. Evelyne Jean*
Canadian Sickle Cell Society

Mr. Daniel Baribeau*
Canadian Hemophilia Society—Québec Chapter

Industrial Research Dr. Jacques Leclerc, Senior Clinical Research Physician
Lilly Research Laboratories

Diagnostic Technologies Mr. Marc Delpech, Professor
Genetics, Development and Molecular Pathology
Faculté de médecine Cochin Port-Royal

Observers to the Board of Directors Dr. Serge Montplaisir

Dr. Yves St-Pierre

* Also a member of the Liaison Committee
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Safety Advisory Committee as of March 31, 2004

Public Health Committee Chair
Dr. Bryce Larke, Medical Health Officer
Yukon Health and Social Services

Donors Ms. Héléne Darby, President

Association of Blood Donation Volunteers
Epidemiology Dr. Steven Kleinman, Biomedical Consultant
Ethics Me Pierre Deschamps

Québec Research Centre for Private and Comparative Law
McGill University

Infectious Diseases Dr. Susan Stramer, Executive Scientific Officer
National Confirmatory Testing Laboratory
American Red Cross

Transfusion Medicine and Practice Dr. Georges Andreu, Director
Etablissement Frangais du Sang

Dr. James AuBuchon, Medical Director, Blood Bank and Transfusion
Dartmouth-Hitchcock Medical Center

Dr. Paul Holland, Medical Director/CEO
Sacramento Medical, Foundation Blood Centers

Mr. Christopher Verrall Prowse, SNBTS Research & Development Director
SNBTS National Science Laboratory

Dr. Henk Reesink, Manager, Infectious Disease Donor Laboratory
Central Laboratory of the Blood Transfusion Service

Recipients Mr. Michel Morin*
COCQ-Sida

Mr. David Page
Canadian Hemophilia Society—Québec Chapter

Observers to the Board of Directors Dr. Marc Dionne

Dr. Jean-Francois Hardy

* Also a member of the Liaison Committee
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Liaison Committee as of March 31, 2004

Canadian Hemophilia Committee Chair
Society—Québec Chapter Mr. Daniel Baribeau
Association des grands brllés Mr. Martin Guay
M. Jean-Pierre Juneau
Association générale des insuffisants rénaux Mr. Neville Galipeau
COCQ-Sida Mr. Michel Morin
Canadian Hemophilia Mr. Mohammed Boulila
Society—Québec Chapter
Canadian Sickle Cell Society Ms. Giséle Bellemare
Ms. Evelyne Jean
Quebec Society of Thalassemia Ms. Sophie Tuyssuzian
Vacant
Observers to the Board of Directors Ms. Héléne Darby

Mr. Christian Gendron

Research Ethics Committee as of March 31, 2004

Blood Donors

Law
Ethics
Medicine—Anesthesiology

Medicine—Microbiology

Medicine—Epidemiology

Recipients (2)




Code of Ethics and Professional Conduct

SECTION |

PURPOSE AND SCOPE

1. The goal of this code of ethics is to maintain and strengthen
the confidence of citizens in the integrity and impartiality of
Héma-Québec management, promote openness within
Héma-Québec and make management and administrators
accountable for their actions.

This code of ethics applies to Héma-Québec administrators
and its executive director.

SECTION i

PRINCIPLES AND GENERAL RULES OF ETHICS

2. Directors are appointed to contribute, during their mandate, to
fulfiling Héma-Québec’s mission.

Their contribution must be made, in respect for the law, with
honesty, loyalty, caution, diligence, effectiveness, regularity and
fairness.

3. In exercising their duties, directors are required to respect all
principles and rules of ethics as stipulated by law and in the
Reglement sur I'éthique et la déontologie des administrateurs
publics (Regulation respecting the conduct and ethics of public
administrators), as well as those set out in the present code of
ethics. In case of a divergence, the most stringent rules and
principles will apply.

In case of doubt, they must act according to the spirit of these
principles and rules. Also, they must arrange their personal
business such that it does not detract from the performance of
their duties.

Any director who, at the request of Héma-Québec, carries out
the duties of director within another organization or company,
or is a member of such organization or company, is bound by
the same obligations.

Directors are bound by discretion with respect to information
obtained in carrying out their duties and are required at all
times to respect the confidential nature of any information they
receive.

This requirement does not prevent directors representing or
associated with a special interest group from acting as
consultants to or reporting to the latter, unless the information
is to be held confidential by law or unless the board of
directors requires respect for confidentiality.

Directors must, in performing their duties, make decisions
independent of all partisan political considerations.

The chairman of the board of directors, the executive director
and the full-time public directors must show restraint in the
public expression of their political views.

Directors must avoid placing themselves in situations of
conflict between their personal interests and the obligations of
their duties.

They must inform Héma-Québec of any direct or indirect
interest they may have in any organization, company or
association likely to place them in a situation of conflict of
interest, as well as any rights they may exercise against Héma-
Québec, indicating the nature and value thereof, where
applicable.

Subject to paragraph 4, directors who are named or appointed
to another organization or company must also declare this
information to the body that named or appointed them.

Full-time public administrators may not, on penalty of
dismissal, have a direct or indirect interest in an organization,
company or association that places their personal interests in
conflict with those of Héma-Québec. However, dismissal shall
not take place should such an interest fall to them through an
inheritance or gift, provided they renounce or dispose of said
gift or inheritance with due diligence.




10.

11.

12.

Any other directors who have a direct or indirect interest in an
organization, company or association that places their personal
interest in conflict with that of Héma-Québec must, on penalty
of dismissal, notify the chairman of the board of directors of
this interest in writing and, where applicable, abstain from
participating in any debate and any decision regarding the
organization, company or association in which they hold this
interest. Also, they must withdraw from the meeting for the
duration of the debate and abstain from voting on this issue.

However, this sub-section does not prevent directors from
stating their opinions on general measures regarding the
application of work conditions within the organization or
company that would also affect them.

Directors must not consider Héma-Québec property as being
their own, and may not use it for their profit or the profit of a
third party.

Directors may not use for their profit or for the profit of a third
party any information obtained in the performance of their
duties.

This requirement does not prevent directors representing or
being associated with a special interest group from acting as a
consultant to or reporting to the latter, unless the information is
confidential under the law or if the board of directors requires
respect for confidentiality.

Full-time public administrators may not be appointed to other
positions, unless so named or appointed by the authority that
named or appointed them to the Héma-Québec position.
However, with the consent of the chairman of the board of
directors, they may hold teaching positions for which they may
be remunerated, and non-remunerated positions in non-profit
organizations.

Directors may not accept gifts, hospitality or any benefit other
than those that are customary and of modest value.

Any other gift, hospitality or benefit received must be returned
to the donor.

13.

14.

15.

16.

17.

18.

If directors are offered a gift, hospitality or a benefit that is not
customary or of modest value, they must inform the chairman
of the board of directors and the executive director in writing.
The latter will determine whether the director can accept this
gift, hospitality or benefit under the rules and customs of this
code of ethics and will notify the director in writing of their
decision to this effect.

Directors may not, directly or indirectly, grant, solicit or accept a
favour or undue benefit for themselves or for a third party.

In making decisions, directors must avoid being influenced by
job offers.

Directors who have ceased to perform their duties must act so
as not to obtain undue advantage from their previous positions
with Héma-Québec.

Directors who have ceased to perform their duties must not
disclose any confidential information they have obtained, nor
give advice to anyone based on information not available to the
public concerning Héma-Québec, or any other organization or
company with which they have had significant direct relations in
the year preceding the end of their mandate as a Héma-
Québec director.

In the year following the end of their duties, they are prohibited
from acting on behalf of another person or persons regarding a
procedure, negotiation or other operation involving Héma-Québec
and for which they have information not available to the public.

Current Héma-Québec directors may not, under the
circumstances stipulated in the preceding sub-section, have
dealings with any former Héma-Québec directors in the year in
which the latter have relinquished their duties.

The chairman of the board of directors must ensure that
Héma-Québec directors respect the organization’s ethical
principles and rules of professional conduct.



SECTION Il
POLITICAL ACTIVITIES

19.

20.

21.

22.

23.

24,

25.

If a full-time public director, the chairman of the board of
directors or the executive director intend to run for elected
public office, they must inform the secretary general of the
executive council.

If the chairman of the board of directors or the executive
director wishes to run for elected public office, they must
resign from their duties.

If a full-time public administrator whose mandate is for an
unspecified duration is elected to public office, such
administrator is entitled to an unpaid leave of absence for the
duration of the first elected term.

A full-time public administrator who wishes to run for election
to the Québec National Assembly, the House of Commons of
Canada or any other public office whose duties would likely be
full-time must request and is entitled to an unpaid leave of
absence effective as of the day such candidacy is announced.

A full-time public administrator who wishes to run for elected
public office whose functions would likely be part-time, but for
which the campaign would likely interfere with regular duties,
must request and is entitled to an unpaid leave of absence
effective as of the day such candidacy is announced.

A full-time public administrator who is granted an unpaid leave
in compliance with paragraph 22 or 23 is entitled to resume
regular duties no later than the 30th day following closing of
the nomination period, if not accepted as a candidate, or no
later than the 30th day following the election of another
candidate.

A full-time public administrator whose mandate is for a fixed
duration, who is elected to a full-time public office and who
accepts this position, must immediately step down.

A director who is elected to a public office involving part-time
duties must step down if these duties are likely to interfere with
his or her regular duties.

SECTION IV
REMUNERATION

26.

27.

28.

29.

Directors are entitled only to the remuneration and
reimbursement of expenses stipulated in the Act respecting
Héma-Québec and the hemovigilance committee.

A director dismissed with just and sufficient cause may not
receive a severance allowance or indemnity.

A director who has stepped down from the position as
director, who has received or is receiving a severance
allowance or indemnity and who occupies a position,
employment or any other remunerated position within the
public sector during the period corresponding to this
allowance or indemnity must reimburse the portion of the
allowance or indemnity covering the period for which a salary
was received, or cease to receive it during this period.

However, if the salary received is less than that received
previously, the director need only reimburse the allowance or
indemnity up to the amount of the new salary, or may continue
to receive the portion of the allowance or indemnity that
exceeds the new salary.

Anyone who has received or is receiving a severance
allowance or indemnity from the public sector and who is
receiving a salary as a director for the period corresponding to
this allowance or indemnity must reimburse a portion of the
allowance or indemnity for the period during which a salary
was received, or cease to receive it during this period.
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30.

31.

32.

However, if the salary received as a director is less than that
received previously, the director need only reimburse the
allowance or indemnity up to the amount of the new salary, or
may continue to receive the portion of the allowance or
indemnity that exceeds the new salary.

A full-time public administrator who has ceased to perform
regular duties, who has received an early retirement package
and who, in the two years following the departure, accepts a
position, employment or any other remunerated position within
the public sector must reimburse the amount corresponding to
the value of the package received, up to the amount of the
remuneration received for returning to work during this two-
year period.

A director’s part-time teaching duties are not covered by
paragraphs 28 to 30.

For the purposes of paragraphs 28 to 30, “public sector”
refers to organizations, establishments and companies
covered in the appendix.

The period covered by the severance allowance or indemnity
stipulated in paragraphs 28 and 29 refers to the period that
would have been covered by the same amount had the person
received it as a salary for the position, employment or previous
function.

SECTION V

DISCIPLINARY PROCEDURE
33. In the case of failure to comply with the points of ethics and/or

professional conduct stipulated in this code, the director in
question shall be subject to the disciplinary procedure
described in section VI of the Reglement sur I'éthique et la
déontologie des administrateurs publics (Regulation respecting
the conduct and ethics of public administrators).

CODE OF ETHICS AND PROFESSIONAL CONDUCT

Since the creation of Héma-Québec in September 1998, no
case has had to be treated under the terms of the Code of
ethics and professional conduct, and the year 2003-2004
was not an exception.
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Management's Report

The financial statements of Héma-Québec were drawn up by
management, which is responsible for their preparation and
presentation, including some amounts that are based on best
estimates and judgments of management. This responsibility
includes the choice of appropriate accounting policies in
conformity with Canadian generally accepted accounting
principles. The financial information presented elsewhere in this
annual activity report is consistent with that given in the financial
statements.

In order to discharge its responsibilities, management maintains a
system of internal accounting controls that will allow it to produce
reliable financial statements and that are designed to provide
reasonable assurance that assets are protected and that
transactions are duly approved and accounted for correctly, within
the required delays.

Héma-Québec recognizes that it is responsible for managing its
affairs in conformity with the laws and regulations governing it.

Actuaries from the firm of Morneau Sobeco have been appointed
as consultants to Héma-Québec employees’ private pension plan.

The Board of Directors must monitor the manner in which
management carries out its responsibilities in relation to financial
information and it has approved these financial statements.

The Auditor General of Québec has audited the financial
statements of Héma-Québec in accordance with Canadian
generally accepted auditing standards, and his auditor’s report
reveals the nature and extent of the audit and the statement of

his opinion. The Auditor General of Québec can, without any
restriction whatsoever, meet with the Board of Directors to discuss
any aspect of this audit.

Guy Lafreniere
Vice-President, Administration & Finance

T

Dr. Francine Décary
Chief Executive Officer

Montréal, June 2, 2004




Auditor's Report

To the National Assembly

| have audited the balance sheet of Héma-Québec as at March 31,
2004, and the statement of operating results and net assets, as
well as the statement of cash flows, for the financial year ended on
that date. These financial statements are the responsibility of the
management of Héma-Québec. My responsibility is to express an
opinion on these financial statements, based on my audit.

My audit has been conducted in accordance with Canadian
generally accepted auditing standards. Those standards require
that the audit be planned and performed to obtain reasonable
assurance that the financial statements are free of material
misstatement. The audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial
statements. It also includes assessing the accounting principles
used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In my opinion, these financial statements present fairly, in all
material respects, the financial position of Héma-Québec as at
March 31, 2004, and the results of its operations and its cash
flows for the financial year ended on that date, in accordance with
Canadian generally accepted accounting principles. In compliance
with the requirements of the Auditor General Act (R.S.Q., Chapter
V-5.01), | declare that, in my opinion, these principles have been
applied in the same manner as during the preceding financial year.

Doris Paradis, FCA
Acting Auditor General of Québec

Québec City, June 2, 2004



Financial Statements

Operating results and net assets for the year ended March 31

2004 2003

REVENUE
Grant from the Government of Québec $ 259,815,785 $ 249,701,157
Blood products sold to Canadian Blood Services 233,592 7,693
Interest on bank deposits 827,859 423,783
Other income 1,329,294 1,347,501

262,206,530 251,480,134
EXPENSES (Note 3) 255,453,466 244,330,820
EXCESS OF REVENUE OVER EXPENSES 6,753,064 7,149,314
NET ASSETS AT BEGINNING 8,099,832 950,518
NET ASSETS AT END $ 14,852,896 $ 8,099,832
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Balance sheet as at March 31

2004 2003
ASSETS
Short-term
Cash $ 522,658 $ =
Short-term investments (Note 4) 10,856,988 -
Receivables (Note 5) 9,193,771 2,616,775
Grant forthcoming from the Government of Québec 206,252 260,995
Inventory (Note 6) 19,801,427 24,861,590
Prepaid expenses (Note 7) 3,398,374 3,952,547
43,979,470 31,691,907
Long-term investment (Note 4) - 1,795,000
Fixed assets (Note 8) 37,757,294 39,244,607
$ 81,736,764 $ 72,731,514
LIABILITIES
Short-term
Bank overdraft (Note 9) $ = $ 4,998,326
Accounts payable and accrued expenses (Note 10) 24,349,773 14,718,795
Payment on long-term debt (Note 11) 5,984,167 5,693,942
30,333,940 25,411,063
Long-term debt (Note 11) 33,334,053 35,543,422
Liabilities under the provisions of accrued benefits (Note 12) 3,215,875 3,677,197
NET ASSETS 14,852,896 8,099,832
$ 81,736,764 $ 72,731,514

COMMITMENTS (Note 14)

For the Board of Directors,

iz e Ltvsy fgolise) Pl

André Lebrun Cheryl Campbell Steer

Director Director
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Cash flows for the year ended March 31

2004 2003
OPERATING ACTIVITIES
Cash and cash equivalent-neutral operating result items
Excess of revenue over expenses $ 6,753,064 $ 7,149,314
Fixed assets depreciation 4,552,965 5,063,026
Loss on write-offs and disposal of assets 2,544,776 2,512,577
Increase (reduction) in liability on the account of accrued benefits (461,322) 788,629
13,389,483 15,513,546

Changes in non-cash working capital
Reduction (increase) in receivables (6,576,996) 499,529
Reduction in amount of grant forthcoming from Government of Québec 54,743 729,975
Reduction (increase) in inventory 5,060,163 (15,618,885)
Reduction (increase) in prepaid expenses 554,173 (1,916,049)
Increase (reduction) in payables and accrued liabilities 9,630,978 (2,440,582)
Cash flow (used for) from operating activities 22,112,544 (3,232,466)
INVESTING ACTIVITIES
Reduction (increase) in the long-term investment 1,795,000 (1,795,000)
Capital acquisitions (5,626,734) (5,905,082)
Proceeds from disposal of capital property 16,306 31,333
Cash flow used for investing activities (3,815,428) (7,668,749)
FINANCING ACTIVITIES
Long-term debt 3,775,000 24,896,375
Settlement of long-term debt (5,694,144) (19,672,579)
Cash flow from (used for) financing activities (1,919,144) 5,223,796
INCREASE (REDUCTION) IN CASH AND CASH EQUIVALENTS 16,377,972 (5,677,419)
CASH AND CASH EQUIVALENTS AT BEGINNING (4,998,326) 679,093
CASH AND CASH EQUIVALENTS AT END $ 11,379,646 $ (4,998,326)
Cash and cash equivalents are made up of the following items:
Cash $ 522,658 $ =
Bank overdraft - (4,998,326)
Short-term investments 10,856,988 -

$ 11,379,646 $ (4,998,326)
Interest paid $ 2,200,199 $ 1,930,399




Complementary notes as at March 31, 2004

1. INCORPORATION AND FUNCTIONS

Héma-Québec, constituted on March 26, 1998, by letters patent issued under Part Ill of the Companies Act (R.S.Q., Chapter C-38), has

continued its operations in accordance with the provisions of the Act respecting Héma-Québec and the Hemovigilance Committee (S.Q.

1998, Chapter C-41). Héma-Québec is a non-profit legal entity whose mission is to efficiently provide adequate quantities of safe, optimal
blood components, substitutes and human tissues to meet the needs of all Quebeckers, and to provide and develop expertise, services,
and specialized and innovative products in the fields of transfusion medicine and human tissue transplantation.

2. SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Héma-Québec have been prepared by management in conformity with Canadian generally accepted
accounting principles. These statements include some amounts that are based on best estimates and judgments.

Inventory

The inventory of fractionation products and of collection and laboratory equipment is evaluated at the lesser of cost or replacement value,
the cost being determined according to the average cost method.

Fixed Assets

Fixed assets are recorded at cost. Depreciation is calculated in terms of the economic life of these fixed assets, according to the straight-
line depreciation method and at the following rates:

Building 4%

Physical improvements 5%

Leasehold improvements length of lease
Automotive equipment 20%
Machinery and equipment 10% and 20%
Office furniture and equipment 20%
Computer equipment 33%%
Computer software 33%%
Software packages 20%

Intangible assets 10%



Translation of foreign currencies

Operations denominated in foreign currencies are accounted for at the average rate of exchange prevailing on the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange prevailing at year-end, whereas
non-monetary items are translated at the exchange rate in effect on the date of the transaction. Translation gains or losses related to
monetary assets and liabilities are included in the calculation of the income for the financial year.

Employee benefit plans

Héma-Québec accounts for the obligations stemming from its employee benefit plans, as well as related costs, after deducting plan
assets. To this end, Héma-Québec has adopted the following conventions.

The cost of pensions and other retirement benefits earned by employees are actuarially determined using the projected benefit method,
pro-rated on service and based on management’s best estimates of expected plan investment performance, salary escalation, retirement
ages of employees and anticipated health care costs.

For purposes of calculating the anticipated yield of benefit plan assets, such assets are evaluated at their fair value.

The surplus of the actuarial loss on 10% of the accrued benefit obligation is amortized over the average remaining service period of active
employees. The average remaining service period is 12 years for the unionized employee pension plan, 14 years for the non-unionized
employee pension plan, 10 years for the supplemental pension plan and 17 years for the other benefit plans.

The transitional obligation and the cost of past services are normally amortized over the average remaining service period of active
employees. However, the cost of past services of $2,282,000 as at March 31, 2003, related to improvements granted for service after
September 28, 1998, in accordance with the settlement agreement negotiated with the Red Cross, has been completely expensed in the
2004 financial year.

Cash and cash equivalents

Héma-Québec’s policy is to present bank balances—including bank overdrafts whose balances often fluctuate between the overdraft,
available funds and the short-term investments whose maturity dates do not exceed three months from their acquisition dates—in cash
and cash equivalents.




Financial Statements

3. EXPENSES BY RESPONSIBILITY CENTRE (LABILE PRODUCTS, FRACTIONATED PRODUCTS AND OTHER SERVICES)

2004
Recruiting, Procurement Production Distribution Medical Medical Quality and
marketing and services affairs standards
promotion

Wages $ 704,867 $ 22,220,547 $ 9,690,603 $3,789,375 $1,403,095 $1,293,232 $1,029,772
Benefits 141,748 4,538,922 1,972,859 754,849 290,154 261,117 185,153
Travel and training 84,629 421,711 77,972 7,268 50,231 46,114 73,031
Human resources 11,215 101,997 39,692 1,179 24,383 62,522 12,110
Medical supplies (3,436) 3,640,432 9,865,447 112,641 772,280 1,682 (1,866)
Fractionated products - - - - - - -
Blood drives 1,273 15,100,084 230,766 1,249,282 23,852 593 1,494
Transportation and delivery 2,372 50,967 949,418 1,723,590 1,160 256 21
Bought-in services 176,285 33,009 289,396 965 119,850 126,834 23,341
Buildings and premises 8,423 315,367 416,179 92,978 21,302 148,366 15,331
Advertising and public relations 2,977,492 694,401 1,043 607 579 1,162 60
Information technology 38,009 108,078 29,087 44,588 8,732 3,988 8,075
Office expenses 206,651 481,873 83,460 44,935 30,092 35,538 14,921
Insurance = = = = = = =
Loss on write-offs and disposal of assets - 20,735 118,232 51,970 16,771 - -
Fixed asset depreciation 60,420 276,228 449,615 75,470 106,716 27,234 15,335
Interest on advances and bank charges - 61 - - - - -
Interest on long-term debt - - - - - - -
Subtotal $ 4,409,948 $ 48,004,412 $ 24,213,769 $ 7,949,697 $2,869,197 $2,008,638 $1,376,778

Plasma for fractionation*
Total $ 4,409,948 $ 48,004,412 $ 24,213,769 $ 7,949,697 $2,869,197 $2,008,638 $1,376,778

* Héma-Québec has three major areas of activity: labile products, fractionated products and other products and services.
Some expenses related to collecting plasma for fractionation are incurred for labile products and reallocated to fractionated products on the basis of costs incurred.

The cost allocation is made according to units shipped.



2004 2003
Research and Information Administration Operation of Labile Fractionated Other Total Total
development technology physical plant subtotal products services
$ 2,183,448 $ 2,537,786 $ 4,922,110 $ 960,969 $ 50,735,804 $ 775,316  $1,354,167 $ 52,865,287 $ 45,975,705
391,162 467,052 2,344,182 195,484 11,542,682 150,868 237,152 11,930,702 9,588,400
78,883 165,864 347,144 57,135 1,409,982 24,723 74,131 1,508,836 1,581,620
9,707 75,875 100,654 29,945 469,279 7,067 4,824 481,170 452,949
484,769 (2,675) (15,809) 3,572 14,857,037 362,159 103,505 15,322,701 11,664,433
- - - - - 120,947,489 - 120,947,489 123,266,526
8,268 845 3,307 11,441 16,631,205 54 30,730 16,661,989 17,458,107
1,019 6,476 320 108 2,735,707 87,584 36,716 2,860,007 2,450,938
157,203 626,762 1,216,565 356,389 3,126,599 326,034 98,266 3,550,899 4,339,889
76,548 17,374 615 3,307,855 4,420,338 - 3,887 4,424,225 5,352,599
8,111 10,439 199,080 611 3,893,585 - 31,067 3,924,652 3,944,498
7,406 1,360,371 25,004 19,069 1,652,407 8,719 88,227 1,749,353 1,599,796
38,693 35,818 128,071 80,605 1,180,657 5,638 56,069 1,242,364 1,079,047
- - 8,442,035 - 8,442,035 - 200,000 8,642,035 5,987,664
43,115 724 2,252,966 40,263 2,544,776 - - 2,544,776 2,512,577
131,567 1,280,122 550,134 1,523,495 4,496,336 5,136 51,493 4,552,965 5,063,026
- 639 2,779 9,251 12,730 - - 12,730 176,887
- - - 1,593,786 1,593,786 637,500 - 2,231,286 1,836,159
$ 3,619,899 $ 6,583,472 $ 20,519,157 $8,189,978  $129,744,945  $123,338,287 $2,370,234 $ 255,453,466 $ 244,330,820
(9,286,585) 9,286,585

$ 3,619,899 $ 6,583,472 $ 20,519,157 $8,189,978  $120,458,360 $ 132,624,872  $2,370,234 $ 255,453,466 $ 244,330,820




9. BANK OVERDRAFT

As at March 31, 2004, Héma-Québec had a revolving line of credit of $15,000,000 bearing interest at the prime rate less 0.50%.

10. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

2004 2003
Suppliers $ 17,682,392 $ 9,308,977
Salaries and fringe benefits 6,667,381 5,409,818
$ 24,349,773 $ 14,718,795
11. LONG-TERM DEBT
Loans, secured by the land and the building, with a net book value of $19,894,995,
repayable by monthly instalments of $36,337 (including capital and interest)
and $53,783 plus interest of 6.19% and 5.79%, renewable in 2008 and 2009,
falling due in 2023 and 2027 $ 20,011,228 $ 20,780,998
Loans repayable by monthly instalments of $334,121 (including capital and interest)
and $149,468 (capital only) and annual instalments of $256,429 (capital only),
at fixed rates varying from 3.16% to 6.82%, falling due between 2004 and 2010 19,306,992 20,456,366
39,318,220 41,237,364
Payments falling due within one year (5,984,167) (5,693,942)
$ 33,334,053 $ 35,543,422
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12. FUTURE FRINGE BENEFITS

Héma-Québec has several defined benefit and money purchase plans that guarantee pensions, post-retirement benefits other than

pensions and post-employment benefits to most employees.

Héma-Québec’s net expenditures for the financial year for its benefit plans are as follows:

Pension plans Other plans
2004 2003 2004 2003
Defined benefit plans $ 3,666,600 $ 698,300 $ 1,061,964 $ 2,348,861
Money purchase plans $ 570,900 $ 712,900 $ - $ =
Information related to collective defined benefit plans, as at March 31, is as follows:
Pension plans Other plans
2004 2003 2004 2003
Obligations for accrued benefits $ 43,918,200 $ 29,679,600 $ 3,878,575 $ 4,957,097
Fair value of assets at end of financial year 40,767,300 30,187,200 - -
Capitalization position — surplus (deficit) (3,150,900) 507,600 (3,878,575) (4,957,097)
Unamortized actuarial loss (gain) 2,368,600 (2,944,000) 1,011,000 1,383,000
Unamortized cost of past service 225,500 2,282,800 163,000 -
Outstanding provisional obligation 45,500 50,500 - -
Liabilities for accrued benefits $ (511,300) $ (103,100) $ (2,704,575) $ (3,574,097)

Significant actuarial assumptions adopted by Héma-Québec to evaluate its obligations for accrued benefits are as follows:

Discount rate
Anticipated long-term rate of return for plan assets
Rate of salary increase

Pension plans Other plans
6.00% 6.00%
7.25% -
4.00% 4.00%






