











1.7.5.4 Research Ethics Committee

The mandate of the Research Ethics Committee (REC) is to assess the compliance of research projects with ethical regulations,
monitor ethics and see to the protection of the rights, safety and well-being of all subjects involved in research. This year, the
Committee approved five new studies and renewed fourteen studies.

Research Ethics Committee as at March 31, 2008

Field represented Members

Law Me Suzanne Courchesne, Chair

Dr. Clermont Dionne

Research area specialists Dr. Michel Vincent

Dr. Jacques J. Tremblay

Blood donors Mr. Pierre McDuff

Recipient Representatives Advisory

. . .. Mr. Michel Morin
Committee, substitute ethicist

Ethics Me Johane de Champlain




2. Governance framework
and director code of ethics

PREAMBLE

Héma-Québec’s mission is to efficiently provide
adequate quantities of safe, optimal blood components
and substitutes, human tissues, and cord blood to meet
the needs of all Quebecers as well as to provide and
develop expertise along with specialized and innovative
services and products in the fields of transfusion medicine
and human tissue transplantation. This mandate is
pursuant to the Act respecting Héma-Québec and the
Haemovigilance Committee and to the recommendations
of the Commission of Inquiry into the Blood System in
Canada, headed by the Honourable Horace Krever.

As public administrators in the meaning of the

Act respecting the Ministére du Conseil exécutif

(R.S.Q. M-30), Héma-Québec's directors are held to the
highest ethical and professional standards, fostering
and preserving public trust and transparency in the
management of Québec’s blood system.

GOVERNANCE FRAMEWORK

In making decisions and setting policies, Héma-Québec
privileges the following principles and values:

1. Safety of the blood supply

Supply safety involves finding a balance between product
safety and sufficiency. An inadequate supply could also
have consequences for recipients. Decisions are primarily
based on safety, but an adequate supply also factors into
the method used to apply decisions.

2. Transparency

The success of a blood supply system depends on its
credibility, and the trust and commitment it inspires.
Transparency is the underlying attitude. Transparency
calls for authenticity and an accessible decision-making
process.

3. Giving blood is a privilege
Giving blood is a uniguely selfless act that must remain

free. Blood donation is not a right and must not be used
for other purposes.

4. Respect for donors and volunteers

Donors are the starting point of all Héma-Québec’s
operations. As donation is a selfless act, Héma-Québec
must show donors respect and not undermine their
integrity and dignity. Volunteers are also an essential part
of Héma-Québec’s mission. Volunteers must be treated
with respect.
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Efficiency

When appropriate, a review of benefits and expenses,
including a cost/benefit analysis and decision analysis, may
be carried out.

CODE OF ETHICS

General provisions

Definitions

In this code of ethics, unless the context dictates
otherwise, the terms and expressions below are used
as follows:

1.1 “Director or member of the Board of Directors”:
Person appointed to the Héma-Québec Board of Directors
by the government, as well as the President and Chief
Executive Officer, who is an ex-officio member of the
Board of Director and acts as Secretary;

1.2 “Conflict of interest”: Any real, apparent,
potential or future situation in which a director may be
inclined to give preference to his or her personal

interest, or the interest of a related party, to the detriment
of Héma-Québec;

1.3 “Board”: Héma-Québec's Board of Directors;

1.4 “Related party”: Individuals related by blood,
adoption or marriage, or who have been living in a
conjugal relationship for at least one (1) year, as well as
any organization, partnership or other entity in which
the director or his/her friends and family may have a
controlling interest.

Application and interpretation

1.5 This code of ethics applies to Héma-Québec’s
directors.

1.6 The code of ethics is not a substitute for any
statutory, regulatory or ethical provision applicable to
Héma-Québec directors, including those set out in the
Regulation respecting the ethics and professional conduct
of public officers.

Where such provisions differ, Héma-Québec directors shall
abide by the more stringent provision. Moreover, in case
of doubt, he/she must act in the spirit of the principles
described in the provisions.

1.7 The code of ethics in no way rules out the drafting

of additional guidelines or rules pertaining to certain more
specific sectors of activity or situations.
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Management duties

2.1 Directors are appointed to contribute to the
fulfilment of Héma-Québec’s mission as part of their
mandate. In carrying out their duties, they must adhere
to the obligations imposed upon them by the law, the
constitution and the rules and regulations, and act within
the limits of the power conferred upon them.

2.2 The director must perform his/her duties with care
and reserve:

2.2.1 The director must be rigorous and independent,
and act in the best interests of Héma-Québec.

2.2.2  The behaviour of a director must be impartial.

2.2.3 The director must act within the limits of his/her
mandate.

2.2.4  The director must be courteous, his/her
relationships must be characterized by good faith, so as to
maintain the trust and consideration required by

his/her role.

2.2.5 The director must not in any way participate in
illicit activities.

2.2.6 In the carrying out of his/her duties and
responsibilities, the director must make decisions without
regard for any partisan political consideration. Moreover,
he/she must demonstrate restraint in the public
expression of personal opinions in matters directly
concerning the activities of Héma-Québec and in which
the Board of Directors has been involved.

2.3 The director must act with honesty, loyalty and
solidarity:

2.3.1 The director must act with integrity and
impartiality in the best interests of Héma-Québec.

2.3.2 The director must actively take part in the
development and implementation of the general
directions of Héma-Québec, which in no way precludes
his or her right to dissent.

2.3.3 The director must be loyal and upstanding to
his/her colleagues and honest in his/her dealings with
them.

2.3.4 The director must dissociate the fulfilment of
his/her duties from the promotion or exercise of his/her
professional or business activities, save for the President
and Chief Executive Officer, who is at the exclusive service
of Héma-Québec.

2.4 The director must act with skill, diligence and
efficiency:

2.4.1  The director must exercise his/her skills and
abilities, demonstrating diligence and effectiveness in
carrying out his/her mandate. He/she must also
demonstrate independent professional judgement.

2.4.2 The director is responsible and accountable for all
his/her actions taken in the performance of his/her duties.

2.4.3 The director must make informed decisions,
taking into account any necessary expertise if need be and
considering each file in its entirety.

2.4.4  All members of the Board of Directors must
actively participate in the Board’s work and attend
meetings regularly. They must also be assiduous when
taking part in Board committees.

2.4.5 The director must show discernment in the
courses of action and choices he/she favours.

2.5 The director must act according to the rules of
confidentiality:

2.5.1 The director must respect the confidential nature
of any information that comes to his/her attention in the
course of his/her duties or by virtue of his/her position.

The first clause is not intended to restrict necessary
communications between Board members.

2.5.2 The director must not use confidential information
that comes to his/her attention during the course of
his/her duties for the purpose of obtaining a direct or
indirect advantage, now or in the future, for him/herself
or a related party.

Conflicts of interest

General provisions

3.1 The director must at all times maintain a high level
of independence and avoid any situation in which there
could be a personal advantage, direct or indirect, either
now or in the future, which could jeopardize his/her
independence, integrity or impartiality.

3.2 The director must prevent any conflict of interest
or appearance thereof and avoid putting him/herself in a
position that could ultimately prevent him/her from
fulfilling his/her duties.



3.3 The director must avoid any situation which could
compromise his/her capacity to fulfil his/her duties in an
impartial, objective, professional and independent
manner.

3.4 The director shall not commingle the assets of
Héma-Québec with his/her own; he/she shall not use the
assets of Héma-Québec for his/her personal gain or the
gain of a related party.

3.5 The director may not use Héma-Québec’s services
or information for his/her personal benefit or for the
benefit of a related party.

3.6 The director may not exercise his/her duties in his
own interest or in the interest of a related party.

3.7 The director must not accept a current or

future advantage from anyone if he/she has knowledge,
evidence or reason to believe that this current or future
advantage is granted to him/her for the purpose of
influencing his/her decision.

3.8 The director shall not make a commitment to a
third or related party nor grant that party any guarantee
with regard to a vote he/she may be required to cast or to
any decision whatsoever that may be made by the Board
of Directors.

3.9 The director must avoid any situation in which he/
she could be in a conflict of interest. Without limiting the
scope of the foregoing, the director:

3.9.1 Isin a conflict of interest when the interests in
question are such that he/she may be brought to show
preference for some of them to the detriment of
Héma-Québec, or where his/her judgement and loyalty
could be negatively affected.

3.9.2 Is not independent from a given decision if there
is a personal advantage or advantage to a related party,
now or in the future, as described in article 3.1.

Preventive measures

3.10 At the start of each meeting, the director must
declare any existing conflict of interest to the Chair and
see that it is recorded in the minutes.

3.11  The President and Chief Executive Officer may
not, under penalty of dismissal, have a direct or indirect
interest in a corporate body, partnership or other entity
which could lead to a conflict of interest between him/
herself and Héma-Québec. However, dismissal shall not
be invoked if the interest is devolved upon the President
and Chief Executive Officer by succession or gift, provided
he/she renounces it or disposes of it promptly.
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Any other director having a direct or indirect interest in a
corporate body, partnership, or other entity which could
lead to a conflict of interest between him/herself and
Héma-Québec must, under penalty of dismissal, declare
this interest in writing to the Chair of the Board as well as
to the Minister and, if need be, abstain from participating
in any deliberation or decision related to said corporate
body, partnership, or other entity in which he/she has

an interest. The director must also withdraw from the
meeting for the duration of the deliberations and vote
concerning the matter.

3.12  The director must demonstrate impartiality:

3.12.1 The director shall not solicit, accept or demand
any gift, favour, other advantage or consideration, for
him/herself or a related party, either directly or indirectly,
now or in the future, which could compromise his/her
independence, integrity or impartiality; such is the case
of gifts, favours, advantages or considerations other than
what is customary and of modest value.

3.12.2 The director must not award, offer to award or
promise to award to a third party a gift, favour or other
advantage or consideration that could compromise his/her
independence, integrity or impartiality.

Political activities

4.1 Any director who intends to run for public office
must inform the Chair of the Board of Directors.

4.2 A Chair of the Board of Directors or President and
Chief Executive Officer who wishes to run for public office
must tender his/her resignation.

Post-mandate measures

5.1 After his/her mandate expires, the director must
maintain confidentiality and refrain from disclosing any
non-public data, information, debate or discussion to
which he/she was privy by virtue of his/her position at
Héma-Québec.

5.2 In the year following the expiration of his/her
mandate, the director may not participate, either on his/
her own behalf or that of a third party, in a procedure,
negotiation or other operation to which Héma-Québec is
a party and with regard to which he/she has information
that is not available to the public.
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As well, the director must refrain from offering advice
based on information that is not publicly available
regarding Héma-Québec or another corporate body,
partnership or entity with which he/she has had
significant direct dealings in the course of the year
preceding the conclusion of his/her mandate.

5.3 A director who has relinquished his/her duties
must act in such a way so as not to reap undue advantage
from his/her previous duties in the service of
Héma-Québec.

Responsibilities and sanctions

6.1 Compliance with the code of ethics is an integral
part of the duties and obligations of directors.

6.2 The Chair of the Héma-Québec Board of Directors
has the duty to ensure that the code of ethics is complied
with and applied.

6.3 A director who infringes upon any of the
provisions in the code of ethics leaves him/herself open
to the sanctions outlined in the Regulation respecting the
ethics and conduct of public office holders, in accordance
with the procedure established in said regulation.

6.4 Héma-Québec’s Board of Directors shall revise
this code of ethics on an annual basis to ensure that it
adequately reflects changes in the laws, rules, regulations
and situations specific to Héma-Québec.

6.5 Each director undertakes to sign the code of
ethics agreement form appended hereto at the start of
his/her mandate and every year thereafter.

This version was adopted by the Board of Directors on
October 4, 2006.

Since Héma-Québec was founded in 1998, no
case has ever had to be dealt with under the

Governance Framework and Code of Ethics for

Directors. 2007-2008 was no exception.
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3. Management Committee

15T ROW 2NP ROW

Gilles Delage, M.D., M.Sc. Simon Fournier, D.E.C.

Vice-President, Medical Affairs in Microbiology Vice-President, Information Technology
Manon Pepin, B.A. Roger Carpentier, CRIA

Vice-President, Public Affairs and Marketing Vice-President, Human Resources
Suzanne Rémy, M.Sc., M.B.A. Guy Lafreniére, M.B.A., CM.A.
Vice-President, Quality and Standards Vice-President, Finance and Administration
Francine Décary, M.D., Ph.D., M.B.A. Yvan Charbonneau, Eng.

President and Chief Executive Officer Vice-President, Operations

Smaranda Ghibu, B.C.L., LL.B. Marc Germain, M.D., Ph.D.
Vice-President, Legal Affairs Vice-President, Human Tissues

André Lebrun, M.D., CSPQ Réal Lemieux, Ph.D.

Vice-President, Medical Affairs in Hematology Vice-President, Research and Development

André Roch, B.Comm.
Retiring Vice-President, Public Affairs and Marketing

73



3.1 MANAGEMENT COMMITTEE SUB-COMMITTEES

3.1.1 Work-Life Balance Advisory Committee

The mandate of this standing committee is to ensure the coherence and optimization of corporate initiatives and develop an
“organizational culture” in which concern for work/life balance is an integral part of organizational standards, values
and practices.

Work-Life Balance Advisory Committee as at March 31, 2008

Sectors Members

Ms. Lyne Giguere

Ms. Pauline Giroux

Blood drive staff Ms. Francine Lestage

Ms. Isabelle Paquette

Mr. Jorge Rebelo

Ms. Chantal Dumas

In-house staff Ms. Ginette Lamothe

Ms. Jocelyne Rioux

Ms. Sonia Lavoie

Laboratory staff Ms. Sophie Loiselle

Mr. Ferhat Yahiaoui

Facilitators

Hélene Akzam, Director of Human Resources Services and Internal Communications

Gina Boudreault, Director of Human Resources Operations, Québec City

3.2 OTHER CORPORATE COMMITTEES

3.2.1 Green Committee

This committee is mandated to initiate actions, prepare new measures and develop staff awareness of sustainable development.
The Green Committee submits its recommendations directly to the Management Committee.

After more than one year in existence, last year the Green Committee tabled the report on its activities up until December 31,

2007, a comprehensive report on corporate initiatives, its action plan for 2008 and some recommendations regarding future
initiatives.

74



HEMA-QUEBEC / 2007-2008 ANNUAL REPORT / ADMINISTRATION

Green Committee as at March 31, 2008

Sectors Members

Ms. Suzie Bouchard

Blood drive staff Ms. Andrée Durand

Ms. Pascale Lapierre

Ms. Chantal Dumas

Ms. Mercédes Duval

Ms. Caroline Filiatrault

In-house staff Mr. Pierre Lalonde

Mr. Luc Pelletier

Mr. Carolina Sarrappa

Mr. Maryse St-Louis

Mr. Etienne Fissette

Operations staff
Mr. Pauline Imbeault

Ms. Nadia Baillargeon

Ms. Estelle Févre

Laboratory staff
Ms. Caryne Lamothe
Mr. Christian Vaillancourt
-
In all, more than 20 kg 80% of the waste In February, the staff was
of batteries were collected generated by the activities of invited to use reusable Thermos
to be recycled safely. Héma-Québec is now recycled. mugs for a more eco-friendly

coffee. The consumption of disposable
cups decreased significantly following
this action.
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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 important judgements and estimates. This responsibility includes choosing appropriate accounting policies
in accordance with Canadian generally accepted accounting principles. The financial information presented elsewhere in this annual
activity report is consistent with that provided in the financial statements.

In order to fulfil its responsibilities, Management maintains a system of internal accounting controls that are designed to provide a
reasonable assurance that assets are protected, and that transactions are duly approved and accounted for correctly, within the
prescribed timeframe, in order to produce reliable financial statements.

Héma-Québec recognizes that it is responsible for managing its affairs in accordance with the laws and regulations which govern it.

Actuaries from the firm Morneau Sobeco have been appointed as consultants for the Héma-Québec employee pension plans.

The Board of Directors is required to monitor the manner in which Management carries out its financial reporting responsibilities
and has approved the financial statements.

The Auditor General of Québec has audited the financial statements of Héma-Québec in accordance with Canadian generally

accepted auditing principles. His report sets out the nature and extent of the audit and includes his statement of opinion.
The Auditor General can, without any restriction whatsoever, meet with the Board of Directors to discuss any aspect of this audit.

Guy Lafreniere
Vice-President, Administration and Finance

e

Dr. Francine Décary
President and Chief Executive Officer

Montréal, May 26, 2008
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Auditor’s Report
To the National Assembly,

| have audited the balance sheet of Héma-Québec as at March 31, 2008 and the statements of operating results, net assets and
cash flows for the year then ended. 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.

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

In my opinion, these financial statements present fairly, in all material respects, the financial position of Héma-Québec as at
March 31, 2008 and the results of its operations and its cash flows for the year then ended in accordance with Canadian
generally accepted accounting principles. As required by the Auditor General Act (R.S.Q., chapter V-5.01), | report that, in
my opinion, these principles have been applied on a basis consistent with that of the preceding year.

For the Auditor General of Québec,

Alor e

Alain Drouin, CA
Assistant Auditor General

Montréal, May 26, 2008
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Statement of operating results for the year ended March 31

(in thousands of dollars)

2008 2007

REVENUES
Blood products sold to Québec hospital centres $ 245,379 $ 239,958
Credits issued to Québec hospital centres for the 2006-2007 surplus (1,650) -
243,729 239,958
Grants from the Government of Québec 22,885 20,679
Interest on bank deposits 1,402 1,204
Unrealized gains on foreign currency contracts 1,702 -
Other 2,167 2,407
271,885 264,248
EXPENSES (Note 5) 271,466 262,598
EXCESS OF REVENUES OVER EXPENSES $419 $ 1,650

The accompaying notes are an integral part of the financial statements.
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Statement of net assets for the year ended March 31

(in thousands of dollars)

2008 2007

NET ASSETS AT BEGINNING OF YEAR $ 1,650 $1,194
EXCESS OF REVENUES OVER EXPENSES 419 1,650

2,069 2,844
TRANSFER TO THE GOVERNMENT OF QUEBEC (Note 4) - 1,194
NET ASSETS AT END OF YEAR $ 2,069 $ 1,650

The accompaying notes are an integral part of the financial statements.
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Balance sheet as at March 31

(in thousands of dollars)

ASSETS

Short-term
Cash $ 6,291 $ -
Short-term investments (Note 6) 12,000 15,000
Accounts receivable (Note 7) 5,543 8,178
Grant forthcoming from the Government of Québec - 22
Inventory (Note 8) 19,643 19,266
Prepaid expenses (Note 9) 2,032 2,049
Derivative instruments (Note 16) 1,702 -
47,211 44,515
Fixed assets (Note 10) 34,748 36,746
Deferred charges (Note 11) 1,575 1,635
Accrued benefit asset (Note 15) 1,330 669
$ 84,864 $ 83,565

Short-term
Bank overdraft (Note 12) $- $2,525
Accounts payable and accrued liabilities (Note 13) 31,769 26,875
Excess advance from the Government of Québec, non-interest bearing 13,026 11,838
Payment on long-term debt (Note 14) 5,045 5,419
49,840 46,657
Long-term debt (Note 14) 29,540 32,057
Accrued benefit liability (Note 15) 3,415 3,201
NET ASSETS 2,069 1,650
$ 84,864 $ 83,565

Commitments (Note 17)

ON BEHALF OF THE BOARD OF DIRECTORS,

e,/ fawpbrer) /Q%j,'_ ! me}vv

Cheryl Campbell Steer Jean-Pierre Allaire

Chair of the Board of Directors Director

The accompaying notes are an integral part of the financial statements.
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Statement of cash flows for the year ended March 31

(in thousands of dollars)

2008 2007
OPERATING ACTIVITIES
Excess of revenues over expenses $419 $ 1,650
Items not affecting cash and cash equivalents
Depreciation of fixed assets 4,783 4,959
Depreciation of deferred charges 60 60
Loss on write-off and disposal of assets 103 5
Unrealized gains on foreign currency contracts (1,702) -
Unrealized exchange loss 544 17
Decrease (increase) in accrued benefit asset (661) 530
Increase in accrued benefit liability 214 252
3,760 7,473

Changes in non-working capital items
Decrease in accounts receivable 2,635 30
Decrease in grant forthcoming from the Government of Québec 22 61
Increase in inventory (377) (2,499)
Decrease in prepaid expenses 17 2,810
Increase (decrease) in accounts payable and accrued liabilities 4,894 (985)
Increase in excess advance from the Government of Québec 1,188 7,292
Cash flows from operating activities 12,139 14,182
Acquisition of fixed assets (2,905) (4,109)
Proceeds from disposal of fixed assets 17 4
Cash flows from financing activities (2,888) (4,105)
Long-term debt 2,527 4,171
Repayment of long-term debt (5,418) (5,245)
Decrease in net assets - (1,194)
Cash flows from financing activities (2,891) (2,268)
Unrealized exchange loss on cash and non-cash working capital
items denominated in foreign currency (544) (7)
INCREASE IN CASH AND CASH EQUIVALENTS 5,816 7,792
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 12,475 4,683
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 18,291 $ 12,475
Cash and cash equivalents are as follows:
Cash $ 6,291 $ -
Bank overdraft - (2,525)
Short-term investments 12,000 15,000

$ 18,291 $12,475
Interest paid $ 1,896 $ 1,983

The accompaying notes are an integral part of the financial statements.
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

INCORPORATION AND FUNCTION

Héma-Québec, incorporated on March 26, 1998 by letters patent issued under Part Il of the Companies Act (R.S.Q., chapter
C-38), has continued operations under the Act respecting Héma-Québec and the Haemovigilance Committee (5.Q. 1998, chapter
41). Héma-Québec is a non-profit corporation whose mission is to efficiently provide adequate quantities of safe, optimal blood
components, substitutes, human tissues and cord blood to meet the needs of all Quebecers; to provide and develop expertise,
services and specialized and innovative products in the fields of transfusion medicine and human tissue transplantation.

ACCOUNTING CHANGES

a) Year ended March 31, 2008

On April 1, 2007, Héma-Québec adopted the recommendations contained in the following sections of the Canadian Institute of
Chartered Accounts (CICA) Handbook.

Section 3855, Financial Instruments — Recognition and Measurement.

This standard sets out recommendations on recognizing and measuring financial assets, financial liabilities and non-financial
derivatives.

Héma-Québec’s adoption of the new standard on financial instruments led to changes in the recognition of financial instruments.
The comparative financial statements have not been adjusted, pursuant to the transitional provisions. The main changes in the
recognition of financial instruments stemming from the adoption of these accounting standards which did not have any financial
impact are described below.

As a result of adopting this new standard, Héma-Québec classified its cash and cash equivalents as well as derivatives as assets
or liabilities held for trading. Clients, the security deposit and other accounts receivable are classified as loans and accounts
receivable. Accounts payable and accrued liabilities, with the exception of benefits, the excess advance from the Government
of Québec and long-term debt, including interest payable, are classified as other financial liabilities.

Section 1530, Comprehensive Income
This section has no impact as Héma-Québec has not done any operations that have an impact on comprehensive income.

b) Future accounting changes

The CICA has published the following accounting standards: Section 3031, Inventories, Section 3862, Financial Instruments
-- Disclosure, and Section 3863, Financial Instruments — Presentation. The new standards will be effective for Héma-Québec
on April 1, 2008. The CICA also released Section 3064, Goodwill and Intangible Assets. This section will apply to the financial
statements for years beginning on or after October 1, 2008, the date on which Héma-Québec will adopt it.

Section 3031, Inventories

This section provides comments on establishing cost and its later recognition in expenses, including any depreciation, to net
realizable value. Héma-Québec is currently examining the impact of the new standard.
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

ACCOUNTING CHANGES (CONTINUED)

Section 3862, Financial Instruments — Recognition and Measurement
and Section 3863, Financial Instruments -- Presentation

These new sections replace Section 3861, Financial Instruments — Disclosure and Presentation, for which the disclosure
requirements have been revised and strengthened. There have been no changes to presentation, however. Héma-Québec
is currently examining the impact the new standards will have on its financial statements.

Section 3064, Goodwill and Intangible Assets

This new section replaces Sections 3062, Goodwill and Other Intangible Assets, and 3450, Research and Development Costs.
It establishes the standards for recognition, measurement and disclosure that apply to goodwill and intangible assets, including
internally created intangible assets. Héma-Québec is currently examining the impact of the new standard.

SIGNIFICANT ACCOUNTING POLICIES

The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure

of contingent assets and liabilities at the date of the financial statements and the amounts of revenues and expenses for the
reporting period. Actual results could differ from those estimates.

Revenue recognition

Revenues resulting from the sale of blood products are recognized at the time of delivery and when payment is reasonably
secured.

Inventory

The inventory of stable products, blood driven and laboratory equipment is valued 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 based upon the economic life of fixed assets, using the straight-line
depreciation method and the following rates:

Tangible assets

Building 4%

Betterment 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 3%
Software packages 20%
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign currency translation

Foreign currency transactions are accounted for at the average exchange rate in effect on the transaction date. Monetary assets
and liabilities denominated in foreign currency are translated at the exchange rate in effect on the balance sheet date, whereas
non-monetary items are translated at the rate in effect on the transaction date. Exchange gains and losses related to the
translation of monetary assets and liabilities are included in the calculation of the net results for the period.

Employee benefit plans

Héma-Québec offers its employees defined benefit and defined contribution pension plans. Contributions are made by both
Héma-Québec and plan members. Héma-Québec also offers its employees certain benefits that apply after termination of
employment but before retirement, and provides certain retirees with health and life insurance benefits.

The cost of pension and other retirement benefits earned by employees is actuarially determined using the projected benefit
method prorated to service, based on Management's best estimates of expected plan investment performance, salary increases,
retirement age of employees and anticipated health care costs.

The benefit obligation is valued using market interest rates on the valuation date. Pension plan assets are evaluated at fair value.
This method is also used to calculate the expected performance of plan assets.

Actuarial gains or losses result, among other things, from the difference between the actual long-term yield of plan assets and the
expected yield of plan assets, as well as from changes made to the actuarial assumptions used to determine the accrued benefit

obligation.

The net actuarial gain or loss is amortized if, at the beginning of the year, the unamortized balance of the gain or loss exceeds
10% of the accrued benefit obligation or asset value, whichever is greater.

This surplus is amortized using the straight-line method over the average remaining service period of active employees. The
average remaining service period for active employees is 11 years for the unionized employee pension plan, 13 years for the

non-unionized employee pension plan, 7 years for the supplemental pension plan and 15 years for the other benefit plans.

The transitional obligation and past service costs are normally amortized over the average remaining service period of active
employees.

Financial assets and liabilities

Assets or liabilities held for trading

Financial instruments that are classified as assets and liabilities held for trading are entered at fair value at each balance sheet
date; any change in the fair value is recognized in the results in the period during which said changes occur.

Loans and receivables and other financial liabilities

Financial instruments that are classified as loans and receivables and other financial liabilities are recorded at cost following
amortization using the effective interest rate method. Any revenue or interest expense is included in results during the
instrument’s expected lifespan.
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Héma-Québec has classified its cash and cash equivalents and derivatives as assets or liabilities held for trading. Clients, the
security deposit and other accounts receivable are classified as loans and accounts receivable. Accounts payable and accrued
liabilities, with the exception of benefits, the excess advance from the Government of Québec and long-term debt, including
interest payable, are classified as other financial liabilities.

Fair value

The fair value of a financial instrument is the amount of consideration that would be agreed upon in an arm'’s length transaction
between willing parties. Héma-Québec uses the following methods and assumptions to estimate the fair value of each class of
financial instrument whose book value is included in the balance sheet as follows:

Loans and receivables

Receivables — The book value included in the balance sheet is close to the fair value, given the proximity of the instruments’
maturity.

Financial commitments

Payables and accrued liabilities — The book value included in the balance sheet is close to the fair value, given the proximity
of the instruments’ maturity. The book value of long-term debt is established at the unamortized cost based on initial fair
value established using market prices for the same or similar debt instruments.

Held for trading

Derivative instruments that are not designated as hedge instruments are valued at fair value established using market prices
for the same or similar instruments; changes in the fair value of said instruments are recorded in the results as soon as they
occur.

Cash and cash equivalents

Héma-Québec’s policy is, in cash and cash equivalents, to present bank balances including overdrafts whose balances frequently
fluctuate between an overdraft and balance on hand, and short-term investments maturing in no more than three months from
the date of acquisition.

TRANSFER TO THE GOVERNMENT OF QUEBEC

According to its letters patent, Héma-Québec is a non-profit corporation. Accordingly, at the government’s request, net assets at
March 31, 2006 totalling $1,194 were transferred to the government in February, 2007.
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

5. EXPENSES BY ACTIVITY CENTRE

LABILE PRODUCTS | STABLE PRODUCTS | OTHER SERVICES

Wages and benefits $ 67,930 $ 464 $ 3,330 $71,724 $ 66,951
Medical and blood drive supplies 24,146 577 1,422 26,145 26,182
Stable products - 126,606 - 126,606 126,607
Purchased services 471) 1,811 2,839 4,179 4,040
Loss on write-offs and disposal of assets 103 - - 103 5
Exchange loss 641 6,989 - 7,630 2,445
Depreciation of fixed assets 4,505 168 110 4,783 4,959
Interest on long-term debt 1,885 - - 1,885 1,971
Insurance 6,014 - - 6,014 7,905
Other expenses 21,338 122 937 22,397 21,533
Subtotal $ 126,091 $ 136,737 $ 8,638 $ 271,466 $ 262,598
Plasma for fractionation™ (8,422) 8,422

Total $ 117,669 $ 145,159 $ 8,638 $ 271,466 $ 262,598

* Some expenses for plasma for fractionation are incurred for labile products and reallocated to stable products on the basis of costs incurred.
The costs are allocated based on units shipped.

6. SHORT-TERM INVESTMENTS
Héma-Québec holds a term deposit of $12,000 ($15,000 in 2007) bearing interest at the rate of 3.50%.

7. ACCOUNTS RECEIVABLE

2008 2007

Clients $198 $ 380
Sales taxes 1,221 1,230
Security deposit 3,798 6,119
Other accounts receivable 326 449

$ 5,543 $8,178
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

8. INVENTORY

Stable products and substitutes $ 16,835 $ 16,969
Blood drive equipment 2,141 1,573
Laboratory equipment 667 724

$ 19,643 $ 19,266

9. PREPAID EXPENSES

Insurance $ 797 $ 936
Other 1,235 1,113
$2,032 $ 2,049

10. FIXED ASSETS

2008 2007

COST ADCESRJ[[:\QLIJAL%TOEI\? NET VALUE NET VALUE
Tangible assets

Land $2,140% $ - $ 2,140 $ 2,140
Building 19,699 5,095 14,604 15,392
Betterment*® 9,614 2,527 7,087 7,264
Leasehold improvements 1,435 817 618 706
Automotive equipment 54 31 23 16
Machinery and equipment* 14,137 7,755 6,382 6,517
Office furniture and equipment 3,934 3,177 757 1,052
Computer equipment* 6,418 5,742 676 1,030
57,431 25,144 32,287 34,117

Intangible assets
Software and software packages* 7,654 5,193 2,461 2,629
$ 65,085 $ 30,337 $ 34,748 $ 36,746

* The accumulated cost of work in progress as at March 31, 2008 totals $518 excluding taxes, of which $180 is included in betterment, $283 in
machinery and equipment, $4 in computer equipment, and $51 in software and software packages. The amortization of these assets will begin when
the projects are completed.
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

DEFERRED CHARGES

By virtue of an emphyteutic lease, Héma-Québec initially paid $1,875 for the right to occupy premises at Université Laval for
a period of thirty years, ending in 2034. The amortization for the period is $60 and was recognized in income under “Other
expenses”. The accumulated amortization using the straight-line method is $300 ($240 in 2007).

BANK OVERDRAFT
As at March 31, 2008, Héma-Québec had a revolving line of credit of $15,000, bearing interest at the prime rate less 0.50%.

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

2008 2007

Suppliers $ 22,285 $ 20,749
Salaries and benefits 9,484 6,126
$ 31,769 $ 26,875

LONG-TERM DEBT

2008 2007

Loan, secured by the land and building, with a net book value of $16,744, repayable
in monthly instalments of $36 (including capital and interest), at a fixed rate of 6.19%, $ 4,367 $ 4,526
renewable in 2008 and maturing in 2023.

Loan, secured by the land and building, with a net book value of $16,744, repayable in
monthly instalments of $54 (capital only), at a fixed rate of 5.79%, renewable in 2009 12,478 13,123
and maturing in 2027.

Loan, repayable in monthly instalments of $100 (including capital and interest), at a

fixed rate of 6.01% maturing in 2008. /82 1,898

Loans repayable in monthly instalments of $262 (capital only) and yearly instalments

of $256 (capital only), at fixed rates varying from 3.82% to 4.98%, maturing between 9,207 9,727

2009 and 2015.

Loans repayable in monthly instalments of $38 (capital only), at fixed rates varying from 7751 8202

4.43% t0 5.41%, renewable between 2008 and 2013 and maturing in 2023 and 2026. ! !

34,585 37,476

Short-term portion (5,045) (5,419)

$ 29,540 $ 32,057
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

LONG-TERM DEBT (CONTINUED)

Principal repayments on long-term debt to be made over the next five years are as follows :

2009 $ 5,045
2010 3,799
2011 2,593
2012 2,606
2013 1,676

DESCRIPTION OF BENEFIT PLANS

Héma-Québec has several defined benefit plans, funded and non-funded, which guarantee the payment of pensions,
supplementary pension benefits and post-employment benefits to most employees.

The defined benefit plans are based on the number of years of service and average salary at the time of the employee’s
retirement. They also provide for partial indexation of pension benefits based on inflation.

Total cash payments

Total cash payments for future benefits for 2008, which consist of Héma-Québec's contributions to its funded pension plans,
amounts paid directly to beneficiaries under other non-funded plans and contributions to its defined contribution plan amounted
t0 $6,410 ($6,270 in 2007).

Dates for valuation of defined benefit plans

Héma-Québec determines its accrued benefits obligation and the fair value of pension plan assets for accounting purposes as at
March 31 of each year. The effective dates of the most recent actuarial valuations as well as of upcoming mandatory valuations
for the purposes of funding the funded plans are as follows:

DATE OF THE MOST

DATE OF MANDATORY

RECENT ACTUARIAL
VALUATION ACTUARIAL VALUATION
Unionized employees’ pension plan December 31, 2005 December 31, 2008
Pension plan for management, professional, technical and administrative support staff December 31, 2005 December 31, 2008

Composition of defined benefit plan assets

In% as at March 31 2008 2007
Shares 52% 58%
Bonds 40% 37%
Other 8% 5%
Total 100% 100%
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

DESCRIPTION OF BENEFIT PLANS (CONTINUED)

Reconciliation of financial position and amounts recorded in the financial statements

PENSION PLANS OTHER PLANS PENSION PLANS OTHER PLANS

Fair value of plan assets $ 81,884 $- $ 81,480 $-
Accrued benefit obligation 87,082 4,582 83,145 4,571
Financial position - deficit (5,198) (4,582) (1,665) (4,571)
Unamortized transitional obligation 26 - 31 -
Cost of benefits for unamortized past services 1,965 - 2,159 -
Net unamortized actuarial losses 4,537 1,167 144 1,370
Accrued benefit asset (liability) at end of current year $ 1,330 $ (3,415) $ 669 $ (3,201)
Classification of amounts recorded

in Héma-Québec's financial statements

Accrued benefit asset $ 1,330 $ 669

Accrued benefit liability $ 3,415 $ 3,201
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

15. DESCRIPTION OF BENEFIT PLANS (CONTINUED)

The accrued benefit obligation exceeds plan assets for all Héma-Québec plans.

Cost recorded for the current year

2008 2007

PENSION PLANS OTHER PLANS PENSION PLANS OTHER PLANS
Cost recorded for employee future benefits $ 3,536 $2,428 $ 4,756 $ 2,296

Main assumptions

2008 2007
PENSION PLANS OTHER PLANS PENSION PLANS OTHER PLANS
ACCRUED BENEFIT OBLIGATION AS AT MARCH 31
Discount rate 5.75% 5.75% 5.25% 5.25%
Rate of salary increase 3.50% 3.50% 3.50% 3.50%

COST OF BENEFIT FOR PERIODS ENDED MARCH 31

Discount rate 5.25% 5.25% 5.25% 5.25%
Expected rate of return on plan assets 7.00% - 7.00% -
Rate of salary increase 3.50% 3.50% 4.00% 4.00%

Assumed trend rates for health care cost

Initial trend rate of health care cost as at March 31 9.50% 10.00%
Level toward which the trend rate is declining 5.00% 5.00%
Year when the rate is expected to stabilize 2017 2017

9
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Notes to financial statements
For the year ended March 31, 2008 (in thousands of dollars)

FINANCIAL INSTRUMENTS
FAIR VALUE OF FINANCIAL INSTRUMENTS

Long-term debt
As at March 31, 2008, the fair value of the long-term debt of $34,585 ($37,476 in 2007) was $37,376 ($38,820 in 2007), based
on the discounted cash flows at the quoted market price for securities with similar dates and interest rates.

DERIVATIVE FINANCIAL INSTRUMENTS

Foreign currency contract

Héma-Québec has entered into three contracts to purchase American currency in the amount of $25,000 at the rate of 0.9579
for the period from April 1 to June 30 2008 to manage certain identifiable risks linked to the purchase of products in foreign
currencies. As at March 31, 2008, the fair value of these instruments is $1,702.

COMMITMENTS

Héma-Québec has entered into long-term leases expiring at various dates over the next twenty-six years for its operating facilities
and administrative premises. In some cases, the leases include a renewal option of up to five years.

The lease expenses for the year ended March 31, 2008 stood at $2,202 ($2,053 in 2007) for the space.
Future minimum payments relating to the long-term leases are as follows:

2009 $1,856
2010 1,542
2011 1,527
2012 1,527
2013 1,527
2014 and subsequent 32,572

RELATED PARTY TRANSACTIONS

In addition to the related party transactions already disclosed in the financial statements, Héma-Québec is related to all
government departments and special funds, as well as to all organizations and enterprises controlled directly or indirectly

by the Government of Québec or subject to either joint control or significant common influence by the Government of Québec.
Héma-Québec has not concluded any business transactions with these related parties other than in the normal course of its
activities and on customary terms. These transactions are not disclosed separately in the financial statements.

COMPARATIVE FIGURES

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