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The accompanying unaudited interim financial statements have been prepared by and are the       
responsibility of management. The Company’s independent auditor has not performed a 
review of these financial statements in accordance with the standards established by the 
Canadian Institute of Chartered Accountants for a review of interim financial statements by 
an entity’s auditors. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Stem Cell Therapeutics Corp.    

Balance Sheets    

[a development stage company]    

(Unaudited)    

    

    As at As at 

  September 30, December 31, 

  2008 2007 

    $ $ 

    

ASSETS    

Current     

Cash and cash equivalents [note 3]  7,311,748 10,764,097 

Restricted cash [note4]  82,685 81,427 

Accounts receivable  286,470 139,588 

Prepaid expenses  271,531 395,281 
    

  7,952,434 11,380,393 

Property and equipment, net  52,307 58,229 

Intellectual property, net  1,460,739 1,643,075 

Other non-current assets  3,458 3,458 
    

  9,468,938 13,085,155 

    
LIABILITIES AND SHAREHOLDERS’ 
EQUITY    

Current    

Accounts payable and accrued liabilities  1,068,746 749,313 

Current portion of obligation under share     

purchase agreement [note5]  1,648,237 1,487,118 

Current portion of capital lease obligation  5,699 5,699 

  2,722,682 2,242,130 

    

Long Term Obligations    

Capital lease obligation  6,022 10,007 

Commitments and contingencies [note 10]    

    

Shareholders’ Equity    

Share capital [note 7]  24,076,337 24,079,436 

Contributed surplus [note 9]  1,424,160 1,187,109 

Deficit  (18,760,263) (14,433,527) 

Total Shareholders’ Equity  6,740,234 10,833,018 

  9,468,938 13,085,155 

See accompanying notes    

    

On behalf of the Board:    

 
 
 

Ian Brown Mark Wayne 
Director Director 

 



 

Stem Cell Therapeutics Corp.         

Statements of Loss, Comprehensive Loss and Deficit      

[a development stage company]         

(Unaudited)         

         

  

  

For the 
three 

months 
ended  

September 
30, 2008 

For the 
three 

months 
ended  

September 
30, 2007   

For the 
nine 

months 
ended  

September 
30, 2008 

For the 
nine 

months 
ended  

September 
30, 2007   

Cumulative 
from inception 
on March 31, 

2004 to 
September 30, 

2008 
    $ $   $ $   $ 

         

OPERATING EXPENSES         

Research and development costs [note 6]  744,744 544,834  2,162,370 866,969  7,419,292 

Professional fees  154,759 242,631  512,371 616,336  2,364,192 

Management and consulting fees  252,880 79,721  592,538 420,216  2,118,332 

General and administration  141,715 220,165  706,866 846,959  3,651,450 

Stock option expense [note 9]  82,128 85,102  237,051 279,303  1,621,187 

Deemed interest expense on obligation under 
share purchase agreement [note 5]  54,098 68,541  161,120 203,388  1,086,962 

Amortization of property and equipment  7,344 9,958  21,629 29,017  140,470 

Amortization of intangibles  60,780 60,786  182,337 182,342  970,541 

Total Operating Expenses   1,498,448 1,311,738  4,576,282 3,444,530  19,372,426 

Interest income   63,737 35,242  249,545 78,844  612,163 

Net loss and comprehensive loss for the period   1,434,711 1,276,496  4,326,737 3,365,686  18,760,263 

Deficit beginning of period   17,325,552 11,069,136  14,433,526 8,979,946  - 

Deficit, end of period   18,760,263 12,345,632  18,760,263 12,345,632  18,760,263 

         

Basic and diluted loss per share [note 11]   0.01 0.02  0.04 0.05  0.32 

         

See accompanying notes         

         

         

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Stem Cell Therapeutics Corp.         

Statements of Cash Flows         

[a development stage company]         

(Unaudited)         

         

  

  

For the 
three 

months 
ended  

September 
30, 2008 

For the 
three 

months 
ended  

September 
30, 2007   

For the 
nine 

months 
ended  

September 
30, 2008 

For the nine 
months 
ended  

September 
30, 2007   

Cumulative 
from 

inception on 
March 31, 

2004 to 
September 
30, 2008 

    $ $   $ $   $ 

         

OPERATING ACTIVITIES         

Net loss for the period  (1,434,711) (1,276,496)  (4,326,737) (3,365,686)  (18,760,263) 

Add items not involving cash         

Stock option expense  82,128 85,102  237,051 279,303  1,621,187 

Accrued interest expense on obligation under share 
purchase agreement [note 4]  54,098 68,541  161,120 203,388  213,460 

Amortization of property and equipment  7,344 9,958  21,629 29,017  140,470 

Amortization of intangibles  60,780 60,786  182,337 182,342  970,541 

    (1,230,361) (1,052,109)  (3,724,600) (2,671,636)  (15,814,605) 

Changes in non-cash working capital items         

Accounts receivable  9,035 (23,321)  (146,882) (49,894)  (284,353) 

Prepaid expenses  (11,757) (259,176)  123,750 (130,266)  (271,531) 

Accounts payable and accrued liabilities   151,999 232,255  319,433 301,768  1,068,746 

Cash used in operating activities   (1,081,084) (1,102,351)  (3,428,299) (2,550,028)  (15,301,743) 

          

INVESTING ACTIVITIES         

Acquisition of property and equipment  - (13,595)  (15,710) (24,093)  (173,494) 

Acquisition of Intangibles  - -  - -  (327,000) 

Other non-current assets   - -  - -  (3,458) 

Cash used in investing activities   - (13,595)  (15,710) (24,093)  (503,952) 

         

FINANCING ACTIVITIES         

Restricted cash  (424) 39,583  (1,258) (20,625)  (82,685) 

Net (decrease) increase in capital lease obligation  (1,327) 11,495  (3,984) 7,928  (9,685) 

Settlement of long term obligation under share 
purchase agreement  - -  - -  (651,497) 

Issuance of share capital, net of share issue costs  - 8,000  (3,098) 3,834,774  23,861,310 

           

Net cash (used in) provided by financing 
activities   (1,751) 59,078  (8,340) 3,822,077  23,117,443 

         
Net  (decrease) increase in cash and cash 
equivalents during the period  (1,082,835) (1,056,868)  (3,452,349) 1,247,956  7,311,748 

Cash and cash equivalents, beginning of period   8,394,583 3,342,738  10,764,097 1,037,914  - 

Cash and cash equivalents, end of period   7,311,748 2,285,870  7,311,748 2,285,870  7,311,748 

Deemed interest paid in cash  - -  - -  874,655 
 

See accompanying notes      



 

 

Stem Cell Therapeutics Corp. 
[a development stage company] 

 

NOTES TO FINANCIAL STATEMENTS 
(Unaudited) 

(Amounts in Canadian dollars, unless otherwise noted) 
September 30, 2008 

 

 

 

1. DESCRIPTION OF BUSINESS AND GOING CONCERN UNCERTAINTY 
 

A. Description of Business 
 
Stem Cell Therapeutics Corp. (the “Company”) was incorporated under the laws of Alberta on March 31, 2004 
with nominal share capital.  On October 19, 2004, the Company changed its name from Neurogenesis Biotech 
Corp. to Stem Cell Therapeutics Corp.   
 

The Company was created to further develop and commercialize stem cell related technologies acquired from 
an Alberta-based university.  To date, the Company has not earned product revenue and is considered to be in 
the development stage. 
 
On September 18, 2008 the Company announced that it had received a letter from Health Canada and a verbal 
request from the U.S. Food and Drug Association (FDA) calling for a temporary 'full clinical hold' on its 
currently enrolling REGENESIS Phase IIb stroke trial in Canada, and to not begin recruiting in the U.S., 
respectively. Additionally, Health Canada requested that recruitment not begin in the recently announced 
traumatic brain injury trial. The reason for these requests was that a trend in data found from a third party's 
stroke trial being conducted in Germany, which is unrelated to the Company's trial, reported safety results that 
required further analysis. SCT has been in discussions with Health Canada and the FDA with the objective of 
having the hold removed so that the trial can resume, but there has no formal resolution to this matter at this 

time. 
 
The continuation of the Company’s research and development activities and the commercialization of its stem 
cell related technologies are dependent on the Company’s ability to complete its research and development 
programs, achieve future profitable operations and finance its cash requirements. The outcome of these matters 
cannot be predicted at this time.  
 

B. Going Concern Uncertainty 

The Company’s financial statements have been prepared on the “going concern” basis, which presumes the 
realization of assets and the discharge of liabilities and commitments in the normal course of business for the 
foreseeable future. The Company has incurred significant operating losses since its inception and used 
$1,081,084 and $3,428,299 of net cash in operating activities of continuing operations for the three and nine 
months ended September 30, 2008. The continuation of the Company as a going concern is dependent upon its 
ability to finance its cash requirements which will allow it to continue its research and development activity 
and the commercialization of its stem cell related technologies. The outcome of these matters cannot be 
predicted at this time. The value of the Company's intangible assets could become impaired should its research 
and development activities change significantly or cease. 
 
These financial statements do not reflect any adjustments that might be necessary should the Company be 
unable to continue as a going concern. 

 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Basis of presentation 
 
These unaudited interim financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles (“GAAP”) and do not include all of the disclosures included in the Company’s 
annual audited financial statements. Accordingly, these financial statements should be read in conjunction with 
the Company’s most recent annual audited financial statements. The information as at and for the year ended 
December 31, 2007 has been derived from the Company’s annual audited financial statements. 

 



 

 

Stem Cell Therapeutics Corp. 
[a development stage company] 

 

NOTES TO FINANCIAL STATEMENTS 
(Unaudited) 

(Amounts in Canadian dollars, unless otherwise noted) 
September 30, 2008 

 

 

 

Adoption of new accounting policies 
 
These financial statements have been prepared using the accounting policies described in the 2007 annual 
audited financial statements, except as noted below. 
 
Effective January 1, 2008 the Company adopted the following new accounting standards of the Canadian 
Institute of Chartered Accountants (“CICA”): 
 
Handbook Section 3862, Financial Instruments – Disclosure, which establishes standards for the disclosure of 
financial instruments including disclosing the significance of financial instruments and the nature and extent of 
risks arising from financial instruments. Note 12 discuss financial instruments and related risks. The adoption 
of this new standard had no impact on the Company’s financial position or results of operations. 
 
Handbook Section 3863, Financial Instruments – Presentation, which carries forward, without change, the 
presentation-related requirements of Section 3861. The adoption of this new standard had no impact on the 
Company’s financial position or results of operations. 
 
Handbook Section 1535, Capital Disclosures, which requires the disclosure of both qualitative and 
quantitative information that provides users of financial statements with information to evaluate the entity’s 
objectives, policies and processes for managing capital. Effective January 1, 2008, the Company adopted this 
standard. The adoption of this standard had no material impact on the Company’s financial statements.  
 
Handbook Section 3064, Goodwill and Intangible Assets, which establishes standards for the recognition, 
measurement, presentation and disclosure of goodwill and intangible assets. This standard also provides 
guidance for the recognition of internally developed intangible assets, whether separately acquired or 
internally developed, and provides guidance for the treatment of preproduction and start-up costs and requires 
that these costs be expensed as incurred. The adoption of this new standard had no impact on the Company’s 
financial position or results of operations. 
 
Recent accounting pronouncements 
 
In 2006, the Accounting Standards Board (“AcSB”) adopted a new strategic plan for financial reporting in 
Canada, “Accounting Standards in Canada: New Directions”. For publicly accountable enterprises (“PAEs”), 
the AcSB will converge Canadian GAAP with International Financial Reporting Standards (“IFRS”) over a 
period from 2006 to 2011. After this time period, Canadian GAAP will be replaced by IFRS and cease to exist 
as a separate, distinct basis of financial reporting for PAEs. Canada will continue to maintain its own standard-
setting capability to carry out the strategic direction outlined above, although roles, structures, processes and 
resources may evolve. 
 

3. CASH AND CASH EQUIVALENTS 
 

Cash and cash equivalents include unrestricted cash balances in bank accounts amounting to $201,358 
($1,260,097 as at December 31, 2007) and guaranteed investment certificates that can be redeemed within 30 
days without penalty.  The following table shows details of these guaranteed investment certificates as at    
September 30, 2008: 

 

Value Maturity date Interest  Remarks      

$   rate              

467,190 Renewed daily 1.10% Guaranteed investment certificate denominated in US 
dollars. 

1,038,200 October 6, 2008 1.80% Guaranteed investment certificate denominated in US 
dollars. 



 

 

Stem Cell Therapeutics Corp. 
[a development stage company] 

 

NOTES TO FINANCIAL STATEMENTS 
(Unaudited) 

(Amounts in Canadian dollars, unless otherwise noted) 
September 30, 2008 

 

 

 

5,605,000 November 10, 2008 Prime linked Guaranteed investment certificate denominated in 
Canadian dollars. Interest rate at investment date was 
4.25% per annum, and is subject to change. 

 
 

4. RESTRICTED CASH 

The restricted cash balances of $82,685 ($81,427 as at December 31, 2007) represents the amount deposited in 
an investment account with a bank yielding an annual interest rate of 2.05% (at September 30, 2008) and held 
by the bank as collateral for available credit facilities of equivalent value offered to the Company. 

 
 

5. OBLIGATION UNDER SHARE PURCHASE AGREEMENT       
 
On October 4, 2004, the Company entered into a share purchase agreement to acquire all of the issued and 
outstanding shares of Stem Cell Therapeutics Inc. ["Stem Cell"] from Transition Therapeutics Inc. 
["Transition"], which represents an acquisition of intellectual property.  
 
The Company agreed to pay Transition an aggregate purchase price of $3,500,000.  The purchase price is 
payable in installments beginning on closing, October 4, 2004,  in the amount of $325,000, and on the 
anniversary of closing in each of the following four years in the amount of $475,000, $400,000, $650,000 and 
$1,650,000, respectively.  Except for the initial payment, all subsequent payments may be made, at the 
Company's election, by either cash or common shares; provided that the Company may only elect to issue 
common shares as payment for the final installment if the common shares are at such time listed and posted for 
trading on a recognized stock exchange.  
 
On closing, the certificates representing the Stem Cell shares were placed in escrow subject to the payment in 
full of the purchase price. Until full settlement of the obligation under the share purchase agreement, the 
Company lacks control over the acquired company’s strategic operations and therefore the financial statements 
of the acquired company were not consolidated into these interim financial statements. Payments for 2005, 
2006 and 2007 were made in cash rather than by issuing the Company's common shares. Subsequent to the 
date of these financial statements, the last installment was settled by issuing company shares. [See note 14]. As 
part of the share purchase agreement, the Company is subject to commitments for future royalty payments [see 

note 10[c]].  

   
As the Company has use of the intellectual property during the installment period, the commitment to acquire 
Stem Cell has been recorded as a liability based on the discounted present value of the purchase installments.  

 
 

6. RESEARCH AND DEVELOPMENT COSTS     
 

The Company is involved in the research and development of therapeutics focused on the stimulation of stem 
cells for the treatment of neurological diseases.  The following costs have been incurred for research and 
development work performed during the periods indicated: 

 
 
 

 

Three 
months 
ended  

September 
30, 2008 

Three 
months 
ended  

September 
30, 2007 

Nine 
months 
ended  

September 
30, 2008 

Nine 
months 
ended  

September 
30, 2007 

Cumulative from 
inception on 

March 31, 2004 
to September 30, 

2008 

  $ $ $ $ $ 

Clinical development 451,207 121,564 1,095,250 263,496 2,547,045 

Preclinical development  31,374 184,804 192,120 22,481 1,356,991 

Research 42,000 42,000 126,000 126,000 871,174 

Salaries and bonuses 76,165 76,382 313,526 199,262 1,049,649 



 

 

Stem Cell Therapeutics Corp. 
[a development stage company] 

 

NOTES TO FINANCIAL STATEMENTS 
(Unaudited) 

(Amounts in Canadian dollars, unless otherwise noted) 
September 30, 2008 

 

 

 

Consulting fees 67,728 41,086 243,032 92,468 752,314 

Licensing cost 51,075 53,525 51,075 53,525 395,722 

Other costs 25,195 25,473 141,367 109,737 446,397 
       Research and development costs 744,744 544,834 2,162,370 866,969 7,419,292 

 
 
 
 

All research and development costs incurred to date have been expensed.  No revenue has been earned from 
commercialization of the Company’s technology. 
 
 

7. SHARE CAPITAL      
 

 [a] Authorized share capital    

The authorized share capital of the Company consists of an unlimited number of common shares, Class B shares 
and First Preferred shares, in each case without nominal or par value.  Common shares are voting, and may 
receive dividends as declared at the discretion of the directors.  Class B shares are non-voting and convertible to 
common shares at the holder’s discretion, on a one-for-one basis.  Upon dissolution or wind-up of the Company, 
Class B shares participate rateably with the common shares in the distribution of the Company’s assets.  Preferred 
shares have voting rights as decided upon by the Board of Directors (the “Board”) at the time of grant.  Upon 
dissolution or wind-up of the Company, Preferred shares are entitled to priority over common and Class B shares.   
 

[b] Issued and outstanding share capital   

 Number  

 of shares $ 

   

Common   

Formation of Company, March 31, 2004 1,000,000 10 

Acquisition of intellectual property, April 1, 2004 (i) 3,636,364 18,000 

Proceeds from issuance at $0.025 per share, April 14, 2004 2,000,000 50,000 

Proceeds from issuance at $0.10 per share, June 7, 2004 2,550,000 255,000 

Proceeds from issuance at $0.15 per share, August 19, 2004 4,000,000 600,000 

Proceeds from issuance at $0.25 per share, November 19, 2004 1,000,000 250,000 

Conversion of Class B to common, November 19, 2004 (ii) 4,000,000 100,000 

Options exercised, November 21, 2004 (iii) 800,000 55,000 

 18,986,364 1,328,010 

Share issuance costs - (7,417) 

Balance, December 31, 2004 18,986,364 1,320,593 

 
   Proceeds from Initial Public Offering at $0.25 per share, January 6,  

2005 34,000,000 8,500,000 

Conversion of Class B to common shares (iv) & (v) 200,000 5,000 

Options exercised, October 14, 2005 (vi) 175,000 76,750 

 34,375,000 8,581,750 

Share issuance costs - (1,006,200) 

Balance, December 31, 2005 53,361,364 8,896,143 
   Conversion of Class B to common shares (vii) & (viii) 240,000 6,000 

Options exercised (ix) 200,000 88,470 

Balance, December 31, 2006 53,801,364 8,990,613 
 

Issuance of shares in private placement, February 1, 2007 (xi) 10,000,000 2,000,000 



 

 

Stem Cell Therapeutics Corp. 
[a development stage company] 

 

NOTES TO FINANCIAL STATEMENTS 
(Unaudited) 

(Amounts in Canadian dollars, unless otherwise noted) 
September 30, 2008 

 

 

 

Share issuance costs, February 1, 2007 - (144,390) 

Issuance of shares in private placement, March 27, 2007 (xii) 4,000,000 2,000,000 

Issuance of shares covering financing costs, March 27, 2007 (xiii) 151,000 113,250 

Share issuance costs, second private placement in 2007 - (182,712) 

Exercise of share purchase warrants during June 2007 (xiv) 62,500 15,625 

Issuance of shares in short form prospectus, November 9, 2007 (xvi) 34,500,000 12,075,000 

Share issuance costs – short form prospectus - (1,216,258) 

Conversion of Class B to common shares (x) & (xv) 240,000 6,000 

Options exercised (xvii) 655,000 269,308 

Balance, December 31, 2007 103,409,864 23,926,436 
   Conversion of Class B to common shares (xviii) 120,000 3,000 

Share issuance costs – short form prospectus of November 2007 - (3,098) 

Balance, September 30, 2008 103,529,864 23,926,338 

   

Class B   

Proceeds from issuance at $0.025 per share, April 20, 2004 10,800,000 270,000 

Conversion of Class B to common, November 19, 2004 (ii) (4,000,000) (100,000) 

Balance, December 31, 2004 6,800,000 170,000 

Conversion of Class B to common shares (iv) & (v) (200,000) (5,000) 

Balance, December 31, 2005 6,600,000 165,000 
   
Conversion of Class B to common shares (vii) & (viii) (240,000) (6,000) 

Balance, December 31, 2006 6,360,000 159,000 
   
Conversion of Class B to common shares (x) & (xv) (240,000) (6,000) 

Balance, December 31, 2007 6,120,000 153,000 
   
Conversion of Class B to common shares (xviii) (120,000) (3,000) 

Balance, June 30, 2008 6,000,000 150,000 
   

Share Capital, September 30, 2008 109,529,864 24,076,338 
 

 (i) On April 1, 2004, 3,636,364 common shares were issued for the acquisition of intellectual property. The 
value of the shares was based on the fair value of the intellectual property acquired of $18,000. 
 

(ii) On November 19, 2004, 4,000,000 Class B shares were converted to 4,000,000 common shares on a one- 
for-one basis. 
 

(iii)  On November 21, 2004, 600,000 options were exercised at a price of $0.025 and 200,000 options were 
exercised at a price of $0.10.  In addition, contributed surplus of $20,000 was reclassified to share capital upon 
exercise of the options. 
 

 (iv) On January 10, 2005, 80,000 Class B shares were converted to 80,000 common shares on a one-for-one 
basis. 

 
 (v) On April 1, 2005, 120,000 Class B shares were converted to 120,000 common shares on a one-for-one 
basis. 
 

 (vi) On October 14, 2005, 175,000 options were exercised at a price of $0.25.  Contributed surplus of $33,000 
was reclassified to share capital upon exercise of the options. 
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(Unaudited) 

(Amounts in Canadian dollars, unless otherwise noted) 
September 30, 2008 

 

 

 

 (vii) On January 11, 2006, 120,000 Class B shares were converted to 120,000 common shares on a one-for-one 
basis. 
 
 
 

 (viii) On July 15, 2006, 120,000 Class B shares were converted to 120,000 common shares on a one-for-one 
basis. 
 

 (ix) The following table provides details of stock options exercised during 2006: 
 

Date 
 Number of 

issued shares  
Exercise 

price 
 Total 

proceeds  

 Amount 
transferred 

from 
contributed 

surplus  

 Total 
increase 
in share 
capital  

March 21, 2006 25,000 0.25 6,250 5,220 11,470 

April 26, 2006 175,000 0.25 43,750 33,250 77,000 

 200,000  50,000 38,470 88,470 
 

 (x) On January 11, 2007, 120,000 Class B shares were converted to 120,000 common shares on a one-for-one 
basis. 
 

 (xi) On February 1, 2007, the Company completed a $2,000,000 private placement of 10,000,000 units, each 
unit consisting of one common share and one-half of one common share purchase warrant. Each full warrant 
entitles the holder to purchase one additional common share for $0.25 until February 1, 2009. 
 

 (xii) On March 27, 2007, the Company completed a $2,000,000 private placement of 4,000,000 units, each 
unit consisting of one common share and one-half of one common share purchase warrant.  Each full warrant 
entitles the holder to purchase one additional common share for $0.75 for the first year following closing (up 
to March 26, 2008) and at $1.00 for the second year following closing (up to March 26, 2009). 
 

 (xiii) On March 27, 2007, the Company issued 151,000 common shares as part of financing costs associated 
with the private placement closed on March 27, 2007. 
 

 (xiv) During June 2007, 62,500 share purchase warrants were exercised at $0.25. 
 

(xv) On July 11, 2007, 120,000 Class B shares were converted to 120,000 common shares on a one-for-one 
basis. 
 

 (xvi) On November 9, 2007, the Company completed a $12,075,000 bought deal of 34,500,000 units, each 
unit consisting of one common share and one-half of one common share purchase warrant. Each full warrant 
entitles the holder to purchase one additional common share for $0.50 until May 9, 2010. 
 

(xvii) The following table provides details of stock options exercised during 2007: 
 

Date 
 Number of 

issued shares  
Exercise 

price 
 Total 

proceeds  

 Amount 
transferred 

from 
contributed 

surplus  

 Total 
increase 
in share 
capital  

April 13, 2007 100,000 0.25 25,000 19,050 44,050 

September 12, 2007 32,000 0.25 8,000 6,098 14,098 

October 01, 2007 63,500 0.25 15,875 12,097 27,972 

October 22, 2007 109,500 0.25 27,375 20,860 48,235 

November 19, 2007 170,000 0.25 42,500 32,385 74,885 

November 27, 2007 50,000 0.25 12,500 9,525 22,025 

December 07, 2007 130,000 0.25 32,500 5,543 38,043 

 655,000  163,750 105,558 269,308 
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(xviii) On January 3, 2008, 120,000 Class B shares were converted to 120,000 common shares on a one-for-
one basis. 
 
 
 
 

 [c] Employee stock options       
 
The following table summarizes the activity of the Company's stock option plan for the nine months ended   
September 30, 2008: 
 

  

Number of 
Options 

Weighted- 
average 

exercise price 

$ 

Outstanding, January 1, 2008 7,885,556 0.32 

Granted 250,000 0.26 

Expired (205,000) 0.26 

Outstanding, September 30, 2008 7,930,556 0.32 

Exercisable, September 30, 2008 5,562,167 0.31  
 
 
 

8. SHARE PURCHASE WARRANTS    
 
The Company has issued warrants for the purchase of common shares, for a specified price for a specific 
period of time. The following table contains information regarding the warrants to acquire common shares 
outstanding as at September 30, 2008: 

 
Number of 
warrants 

Number of  
common 
shares 

underlying 
warrants 

Exercise 
price 

$ Expiry date 
        
Warrants issued in connection 
with private placement closed on 
February 1, 2007 4,937,500 4,937,500 0.25 February 1, 2009 
     Warrants issued in connection 
with private placement closed on 
March 27, 2007 2,000,000 2,000,000 0.75(1) March 26, 2009 
     Warrants issued in connection 
with short form prospectus closed 
on November 9, 2007 (including 
1,725,000 brokers’ warrants) 18,975,000 18,975,000 0.50 May 9, 2010 
 
 
 

(1) Warrants issued March 27, 2007 entitle the holders to purchase each common share for $0.75 for the first 
year following closing and at $1.00 for the second year following closing. The lower exercise price was used 
in the above schedule. 
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9. CONTRIBUTED SURPLUS   
 

The following table summarizes the change in contributed surplus for the nine months ended September 30, 
2008: 
 

  $ 

  

Balance, January 1, 2008 1,187,109 

Stock-based compensation 237,051 

Balance, September 30, 2008 1,424,160 
 
 
 
 
 

10. COMMITMENTS AND CONTINGENCIES 
    

[a] Operating leases      

The Company leases its office space under contract which covers a three-year period effective from January 1, 
2006. Annual costs under this contract are limited to an annual rent charge of $38,780 and annual operating 
costs estimated to be $34,154, with a total committed cost of $18,233 for the remainder of 2008. 

      

[b] Research contracts      
The Company has an ongoing research contract with an Alberta-based university. Monthly charges under this 
contract amount to $14,000.  
 

Costs for additional 2008 contracted clinical activities are uncertain due to the hold on the Company’s clinical 
trials. [See note 1A]. 
 
Expected annual costs under a cross-licensing agreement that the Company entered into in 2006 include an 
ongoing annual license maintenance fee of US $50,000. The cost for 2008 has already been included in these 
financial statements. 
 

[c] Contingency      
Pursuant to the share purchase agreement from Transition [see note 5], royalty payments may become due and 
payable in accordance with this agreement upon realization of sales or licensing of patent rights from 
intellectual property in the Stem Cell Therapeutics Inc. portfolio.  When the Company realizes sales of products 
or processes, a royalty of 2% of net sales will become payable to Transition.  In addition, if patent rights are 
licensed, a royalty of 5% of the consideration for such licenses will become payable. 
 
Contingent future costs under a cross-licensing agreement that the Company entered into in 2006 amount to 
US$1,650,000, payable in several tranches upon the achievement of certain product development targets. 

 

11. LOSS PER COMMON SHARE 
 
Loss per common share is calculated using the weighted-average number of common shares outstanding 
during the nine-month period ended September 30, 2008 of 103,528,988 (65,768,153 for the nine-month 
period ended September 30, 2007). The cumulative weighted-average number of common shares since 
inception to June 30, 2008 is 58,616,226. The Company has excluded all outstanding stock options, share 
purchase warrants and Class B shares from the calculation of diluted loss per share since all such securities are 
considered anti-dilutive. 
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12. FINANCIAL INSTRUMENTS 
 
The Company's financial instruments consist of cash and cash equivalents, restricted cash, accounts receivable, 
accounts payable and accrued liabilities, capital lease obligation and obligation under share purchase 
agreement. As at June 30, 2008, there are no significant differences between the carrying values of these 
financial instruments and their estimated market values. 
 
Credit risk 

Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to 
meet its contractual obligations. The Company is exposed to credit risk on its cash and cash equivalents, 
restricted cash and accounts receivable in the event of non-performance by counterparties, but does not 
anticipate such non-performance. The maximum exposure to credit risk of the Company at the end of the 
period is the carrying value of its cash and cash equivalents, restricted cash and accounts receivable. 
 
The Company mitigates its exposure to credit risk by maintaining its primary operating and investment 
bank accounts with chartered banks in Canada.  
 
The Company also mitigates its exposure to credit risk by monitoring the credit risk and credit standing of 
counterparties. 
 
Interest rate risk 

Interest rate risk is the risk that future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. The Company is exposed to interest rate risk through its cash and cash 
equivalents and restricted cash.  
 
Fluctuations in market interest rates do not have a significant impact on the Company’s results of 
operations due to the short-term nature of  interest bearing cash and cash equivalents and restricted cash 
balances. A change of 1% in interest rates can lead to an increase or decrease of interest income by $18,000 for 
the last quarter of 2008. 
 
Currency risk 

Currency risk is the risk that future cash flows of a financial instrument will fluctuate because of changes 
in foreign exchange rates. The Company is exposed to currency risk from the purchase of goods and 
services primarily in the United States. The Company mitigates its foreign exchange risk through the purchase 
of foreign currencies in sufficient amounts to settle its foreign accounts payable as well as covering short-term 
foreign currency needs. A change of $0.01 in exchange rates can result in a foreign exchange gain or loss of 
$13,600. 
 

Liquidity risk 

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with 
financial liabilities. The Company manages liquidity risk through the management of its capital structure as 
described in note 7 to these interim financial statements. 

 
13. CAPITAL DISCLOSURE    
 

 

The Company’s objective when managing capital is to maintain adequate cash resources to support planned 
activities which include the clinical trial programs, administrative costs and intellectual property expansion 
and protection. The Company includes shareholders’ equity and cash and cash equivalents in the definition of 
capital. The Company does not have any debt other than trade accounts payable and the obligation under share 
purchase agreement. The Company also has commitments and contingencies discussed further under note 10. 
 

In managing capital, the Company estimates its future cash requirements by preparing a budget and a multi-
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year plan annually for review and approval by the Company’s Board. The budget establishes the approved 
activities for the upcoming year and estimates the costs associated with these activities. The multi-year plan 
estimates future activity along with the potential cash requirements and is based on the Company’s assessment 
of its current clinical trial progress along with the expected results from the coming year’s activity.  
 
 

Historically, funding for the Company’s plan is primarily managed through the issuance of additional common 
shares and common share purchase warrants that upon exercise are converted to common shares. Management 
regularly monitors the capital markets attempting to balance the timing of issuing additional equity with the 
Company’s progress through its clinical trial program, general market conditions, and the availability of 
capital. There are no assurances that funds will be made available to the Company when required. 
 

The Company is not subject to externally imposed capital requirements. 

 
14. SUBSEQUENT EVENTS    
 
 

On October 3, 2008 the Company elected to pay the final installment of the intellectual property acquisition of 
Stem Cell Therapeutics Inc. to Transition Therapeutics Inc. in common shares. The final payment of  
$1,650,000 was paid by the Company to Transition by issuing 23,272,633 common shares, based on a 10-day 
average trading price of approximately C$0.07 per share. 
 
 

 


