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MANAGEMENT'S DISCUSSION & ANALYSIS
October 27, 2009

1. PREAMBLE

The following Management Discussion and Analysis (“MD&A”) should be read in conjunction
with the Company’s audited consolidated financial statements and notes thereto for the years
ended July 31, 2009 and 2008. The Company’s audited annual consolidated financial
statements and notes thereto are prepared in accordance with Canadian generally accepted
accounting principles and using Canadian dollars as its reporting currency. The significant
accounting policies upon which these financial statements and information are based are
detailed in Note 2 of our audited annual consolidated financial statements. Selected annual
information for the three most recently completed financial years and a summary of quarterly
results for each of the eight most recently completed quarters is included in this report.
Additional information relating to the Company, including the Company’s Proxy Circular, can be
found on SEDAR at www.sedar.com.

Where “IBEX” or “the Company” is used, it is referring to IBEX Technologies Inc. and its wholly-
owned subsidiaries, unless otherwise indicated. All amounts are in Canadian dollars, unless
otherwise indicated. Solely for the convenience of the reader, selected financial results have
been translated into U.S. dollars at the July 2009 month-end rate C$1.00 = US$0.9280. This
translation should not be construed as an application of the recommendations relating to the
accounting for foreign currency translation, but rather as supplemental information for the
reader.

2. FORWARD LOOKING STATEMENTS

This document contains forward-looking statements that reflect the Company’s current
expectations regarding future events. Any such statements are subject to risks and uncertainties
that could cause actual results to differ materially from those projected in these forward-looking
statements. For more information on the Company’s risks and uncertainties relating to these
forward-looking statements, please refer to the risk factors section of the MD&A.

3. INTRODUCTION TO IBEX

The Company manufactures and markets a series of proprietary enzymes (heparinases and
chondroitinases) for use in pharmaceutical research by our customers, including as well
Heparinase I, which is used in many leading hemostasis monitoring devices.

IBEX also manufactures and markets a series of arthritis assays which are widely used in
pharmaceutical research by our customers. These assays are based on the discovery and
increasing role of a number of specific molecular biomarkers associated with collagen synthesis
and degradation.

3.1 Glycobiology / Haematology Enzymes
IBEX produces Heparinase |, Heparinase II, Heparinase Ill, Chondroitinase AC and
Chondroitinase B via a proprietary recombinant expression system. This system allows the

economic production of high purity recombinant forms of these GAG lyases. These enzymes
and their uses are protected by an extensive patent suite.
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These enzymes are sold directly by IBEX to manufacturers of medical devices, quality control
labs and academic research institutions.

Heparinase | is the most important of the IBEX enzymes. Its potential lies in its ability to cleave
heparin and low molecular weight heparins and thereby neutralize the effects of heparin and
heparinoids, drugs commonly used in hospitals. Heparinase | recognizes and cleaves a
pentasaccharide sequence which occurs in both heparin and the low molecular weight heparins,
thereby neutralizing their anticoagulant activity.

IBEX produces its enzymes at its own site and at third party outside manufacturing facilities
monitored by IBEX personnel.

IBEX and its partners have developed several diagnostic applications of Heparinase |,
principally in the point-of-care market. Key customers include Abbott Point of Care, Medtronic,
Siemens, Haemoscope and Pentapharm.

The Company also works with third parties in the development of new applications for its
glycobiology enzymes.

3.2  Arthritis Assays

IBEX manufactures and sells arthritis assays which enable the study of both the synthesis and
degradation of cartilage components and are powerful tools in the study of osteo- and
rheumatoid arthritis.

IBEX Arthritis Diagnostic kits and services are marketed and sold for research use only ("RUQO")
to pharmaceutical companies, clinical research organizations and academic institutions. The
marketing of these diagnostic kits is done directly in North America and through a distributor in
Europe.

The assays are produced in IBEX facilities.
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4. RESULTS OF OPERATIONS: 4™ Quarter 2009
4.1 Summary of Quarterly Results

The following table is a summary of selected quarterly consolidated financial information of the
Company for each of the eight most recently completed quarters ending at July 31, 2009.

(in thousands of First Second Third Fourth Eull
dollars, excluding per Quarter Quarter Quarter Quarter vear
share amounts) Oct 31 Jan 31 April 30 July 31

Fiscal 2009

Revenue $ 612 $ 996 $1,073 $ 863 $ 3,544
Net earnings $ 337 $ 289 $ 243 $ 475 $1,344
Basic and fully diluted

net profit per Common $ 0.01 $ 0.01 $0.01 $0.02 $0.05
Fiscal 2008

Revenue $ 555 $ 549 $ 713 $ 510 $ 2,327
Net earnings (loss ) $ (188) $ 88 $ 259 $ 189 $ 348
Basic and fully diluted

net earnings (loss) per $(0.01)| $ 0.00 $ 0.01 $ 0.01 $ 0.01
Common Share

4.2 Net Earnings for the Quarter
4.2.1 As compared to year ago: net earnings for the fourth quarter of fiscal year 2009 were
$474,632 (US$440,459), or $0.02 per share, compared to net earnings of $189,696, or
$0.01 per share, for the fourth quarter of fiscal year 2008.

The increase in reported net earnings in the fourth quarter of Fiscal 2009 as compared
to the fourth quarter of Fiscal 2008 is largely attributable to a gain of $149,761 to the
foreign exchange account (see below for more details).

Excluding the foreign exchange impact, net earnings for the quarter were $324,871, up
106% versus $157,459 in the same quarter of Fiscal 2008.
4.2.2 As compared to previous quarter: reported net earnings of $474,632 for the fourth
quarter of Fiscal 2009 were up $232,062 versus the net earnings of $242,570 ($0.01 per
share) seen in third quarter of Fiscal 2009.
4.2.3
Excluding foreign exchange, net earnings for the fourth quarter of Fiscal 2009 were
$324,871, down $35,423 from the third quarter of Fiscal 2009.

The company recorded a gain in foreign exchange which resulted in a positive impact in the
foreign exchange account in the fourth quarter of fiscal 2009. Excluding the impact of above, the
US dollar at the end of the current quarter ($1.0775) closed lower than it did at the end of the
previous quarter ($1.1930), although higher than the fourth quarter ended July 31, 2008
($1.0240). This change has a negative impact on the book value of US cash accounts and
receivables and on Embedded Derivatives (mainly the future value of IBEX long term supply
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contracts with certain customers). During the prior three quarters, the Company was obliged to
write up the value of these contracts as the US dollar was increasing in value vs. the Canadian
dollar, and now with a declining value of the US dollar, the Company is obliged to write down
the value of these same contracts.

Quarterly Consolidated foreign exchange (gain) loss

Quarter Q4, Fiscal 2009 Q3, Fiscal 2009 Q4, Fiscal 2008
Embedded Derivatives $153,534 $78,655 ($16,213)

Foreign exchange agreements ($386,536) $13,900 $-
Other (gain) loss $906 ($371) $-

Total of (gain) loss ($232,096) $92,184 ($16,213)

Balance sheet revaluation

US Cash $48,684 $3,255 ($891)
Trade receivables $6,497 $85,102 ($3,341)
Other US accounts $27,154 ($62,816) ($11,792)
Total of (gain) loss on
evaluation $82,335 $25,541 ($16,024)
Net (gain) loss on foreign ($149,761) $117,725 ($32,237)

exchange

4.3 Revenue for the Quarter

Note: While the Company reports in Canadian dollars, the US dollar is the Company’s selling
currency. As such, fluctuations in the US / Canadian exchange rate have a significant impact on
the reported sales figures.

Revenues for the three-month period ended July 31, 2009 totaled $863,691 (US$801,505)
compared to $509,944 in same period year ago, representing an increase of 69%.

Of the $353,747 increase over year ago, US$234,147 can be attributed to real growth and
$119,600 to currency effect (based on average exchange rates, the US dollar strengthened
against the Canadian dollar by 9.7% when compared to same quarter of the prior year). During
the 2008 fiscal year, the US and Canadian dollar were mostly at par. The US dollar remarkably
strengthened from $1.0240 in July 2008 to $1.2045 in October 2008. It maintained a high value
which varied from $1.2045 to $1.2723 until March 2009 dropping down to $1.1930 in April 2009
and down again to $1.0775 in July 2009.
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Sales Variations Q4-F09 vs. Q4-F08
Currency Impact:
e Total increase in USD $234,147
e Currency effects CAD $119,600
¢ Total change in CAD $353,747
Volume/mix/new product Impact:
e Variation due to volume increase USD $190,562
e Variation due to product mix USD $-
e Variation due to price USD $47,535
e Variation due to new product(s) USD ($3,950)
Total of variations due to Volume/mix/new products USD $234,147
4.4 Cost of Goods Sold
4.4.1 As compared to year ago: for the three months ended July 31, 2009, cost of goods sold
increased to 36% of sales from 22% of sales for the same period of the preceding fiscal
year. This increase in cost of goods does not trace to increased cost of materials or
manpower costs but rather to increased overhead absorption by the Production
Department which was triggered by the elimination of the Research Department.
4.4.2 As compared to the previous quarter: cost of goods as a percent of sales remained
stable from the previous quarter.
Cost of Goods Sold
Quarter Q4, Fiscal 2009 Q3, Fiscal 2009 Q4, Fiscal 2008
Sales $863,691 $1,073,000 $509,944
Cost of Goods $310,584 $387,018 $109,643
Gross Margin % 64% 64% 78%
4.5 Expenses
4.5.1 As compared to year ago: total expenses in the fourth quarter of Fiscal 2009 increased

to $389,058 from $349,590 in the same quarter a year ago. The increase in expenses
was due primarily to the increase in the level of business activity but also to changes in
the value of the US currency, as gains in hedging ($408,710) were partially offset by
charges due to Embedded Derivatives ($107,230). In the previous year, the Company
recorded a gain on disposal of assets, due to the sale of some licenses for certain
cancer technologies, as well as a gain of $32,237 in foreign exchange.

Selling, general and administrative expenses (excluding amortization, gains on disposal
and financial expenses) for the three-month period ended July 31, 2009 were $215,283
versus $325,876 in the same period a year ago. Part of this reduction traces to a
reduction in total space cost.
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45.2 As compared to previous quarter; SG&A decreased 33% down from $325,876 to
$215,283 due to a reduction of corporate cost, such as occupancy cost and professional
fees. Changes in the value of the US currency also had a negative impact on total
expenses as the US dollar was 9.68% lower on July 31, 2009 when compared to the end
of the third quarter ended April 30, 2009.

Selling, General, Administrative and Other Expenses

Quarter Q4, Fiscal 2009 | Q3, Fiscal 2009 Q4, Fiscal 2008
SG&A $215,283 $319,889 $325,876
Amortization $25,322 $26,470 $20,471
Gain on disposal ($7,277) ($1,783) ($62,117)
Financial expenses ($147,343) $116,999 ($36,505)
Total $85,985 $461,575 $247,725

5. RESULTS OF OPERATION: YEAR ENDED JULY 31 2009

Fiscal 2009 Full Year Results

Fiscal 2009 Fiscal 2008
Revenue $ 3,544,282 $2,326,744
Net earnings $ 1,343,738 $348,319
Basic and fully diluted net profit per Common Share $0.05 $0.01

5.1 Net Earnings For The Year Ended July 31, 2009

IBEX generated net earnings of $1,343,738 (US$1,246,989), or $0.05 per share for the fiscal
year ended July 31, 2009, compared to net earnings of $348,319, or $0.01 per share, for the
fiscal year ended July 31, 2008.

Net earnings benefited from increasing sales and a reduction in operating costs, as well as a
positive foreign exchange gain of $200,651.

The US$ exchange rate had a positive impact on sales in the amount of $587,075, it also had a
positive impact on net earnings of $200,651 due mainly to the accounting treatment of IBEX
future foreign exchange agreements and also to forward supply agreements with its customers
(while these contracts are extremely beneficial to IBEX as they guarantee a minimum level of
purchases from our major customers, they have a whip-lash effect on accounting for foreign
exchange).

For a more detailed explanation of the foreign exchange impact, see Financial Instruments
Section 11.2 c.
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5.2 Revenue For The Year Ended July 31, 2009

Revenue for the year ended July 31, 2009 totaled $3,544,282 (US$3,289,094) compared to
$2,326,744 for the same period of the prior year (an increase of 52%).

Sales of enzymes increased by 66% vs. the previous year, due to continued strong demand for
the point of care disposables sold by IBEX customers. Sales of arthritis assays were up 20% vs.
year ago, due to increased demand from both pharmaceutical and academic customers.

The net increase in sales vs. year ago was $1,217,538, of which US$630,463 can be attributed
to real growth and $587,075 to currency effect. The positive volume variance of US$717,743
was patrtially offset by a negative variance in product mix of US$21,047 and a negative variance
due to price of US$66,233. The average increase of 19% of the US dollar vs. the Canadian
dollar when compared to the previous year also had a positive impact during the year.

Sales Variations

July 31, 2009 vs. July 31, 2008

Currency Impact:

e Total increase in USD $630,463
e Currency effects CAD $587,075
e Total change in CAD $1,217,538
Volume/mix/new product Impact:

e Variation due to volume increase USD $717,743
e Variation due to product mix USD ($21,047)
e Variation due to price USD ($66,233)
e Variation due to new product(s) USD $-
Total of variations due to Volume/mix/new products

usD $630,463

53 Cost of Goods Sold For The Year Ended July 31, 2009

Cost of goods sold (COGS) consists principally of the costs of supplies, royalties and
manufacturing. For the year ended July 31, 2009, Cost of Goods Sold was 32% of sales, vs.
36% of sales in the prior year, primarily attributable to product mix and secondarily to cost-

reduction measures taken in the prior fiscal year.

Cost of Goods Sold

Year ended July 31, 2009 July 31, 2008
Sales $3,544,282 $2,326,744
Cost of Goods $1,135,344 $844,960
Gross Margin % 68% 64%

5.4 Expenses (Excluding Cost of Goods) For Year Ended July 31, 2009

Expenses for the year ended July 31, 2009 (excluding cost of goods) were $1,065,200
(US$988,505), down 12% versus the same period year ago.

-7-
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This is primarily due to a positive year-to-year swing of $207,426 in Financial Expenses (which
include interest income, bank charges and foreign exchange loss). Financial expenses had a
positive impact of $207,426 (US$192,494) in Fiscal 2009 mainly due to a gain in the foreign
exchange account resulting from gains made on hedging against the US dollar, partially offset
by the translation of US currency accounts into CAD and the impact of Embedded Derivatives.
This translation resulted in a foreign exchange gain of $200,651 compared to a gain of $9,592 in
the same period a year ago.

Selling, general and administrative expenses for the year ended July 31, 2009 were down 4% at
$1,208,265 (US$1,121,359) versus $1,252,076 in the same period a year ago.

Selling, General, Administrative and Other Expenses

July 31, July 31,
Year ended 2009 5008
SGE&A $1,208,265 $1,252,076
Amortization $83,810 $70,148
Gain on disposal ($19,449) ($62,117)
Financial expenses ($207,426) ($43,012)
Total $1,065,200 $1,217,095

0. LIQUIDITY AND CAPITAL RESOURCES
6.1 Overview

As of July 31, 2009, IBEX had $2,260,344 in cash, cash equivalents and marketable securities.
This represents an increase of $142,258 vs. the previous quarter ($2,118,086) and $693,080
since the beginning of the fiscal year ($1,567,264). The Company manages liquidity risk by
maintaining adequate cash to discharge its liabilities when due.

As of July 31, 2009, the Company had a net working capital of $2,881,146 compared to a net
working capital of $2,557,888 as at April 30, 2009 and $1,832,492 as at July 31, 2008.

July 31, April 30, January 31, July 31,

A Bl 2009 2009 2009 2008

Cash, cash equivalents and
Marketable Securities

Working Capital $2,881,146 | $2,557,888 $2,390,884 | $1,832,492

$2,260,344 | $2,118,086 $1,848,936 | $1,567,264

6.2 Contractual Obligations

Contractual Obligations (other than those pertaining to Employment Contracts which are more
fully explained in the Proxy) as of July 31, 2009 are currently limited to lease payments.



r) '
l_f)_r'/_(

gglfgfsl;sa”ds o Total | 2010 | 2011 | 2012 | 2013 | 2014
Operating leases* $453| $82| $94| $93| $92| $71
TOTAL $453| $82| $94| $93| $92| $71

* The current lease (which is renewable) runs out in April of 2014.
7. LOOKING FORWARD

IBEX has been successful in bringing its existing business to profitability and is now turning its
attention to pursuing growth opportunities, including further growing its base business and
maximizing shareholder value through strategic initiatives with companies where increased
market strength and synergies might be obtained.

Operationally, IBEX continues to focus on developing value from its enzyme and arthritis
business. Notable items in 2010 are expected to be:

7.1 Glycobiology
e increased sales from current enzyme customers
7.2 Arthritis Assays

the development of additional assays using third party resources

e sales of current assays at around the same level as 2009 (however, the arthritis
assay business is volatile and cyclical, depending as it does on the timing of major
studies, and there can be no assurance that 2010 sales will reach the level of 2009)

7.3 Other

e adecline in value of the US dollar (projected average exchange of $1.05 in Fiscal
2010 vs. $1.1758 in 2009) which will have a negative impact on reported sales and
actual net income

e reduced occupancy costs as the full benefits of the Fiscal 2009 reorganization flows
through.

8. RISKS AND UNCERTAINTIES

8.1 General Risk Factors

IBEX products are sold to device makers, pharmaceutical companies for pre-clinical research
and contract research organizations for clinical studies. As such, IBEX is dependent on the
successful marketing by the device makers and the frequency and size of pre-clinical and

clinical studies.

IBEX products are sold in US$ and as such, the Company is highly exposed to currency
fluctuations.



r) '
l_f)_r'/_(

8.2 Market Demand

Changes in market demand could affect sales of the Company’s enzyme reagents and sales of
its arthritis assays into research applications. A decrease in demand for such products could
have a material adverse effect on the Company.

8.3 Regulatory Approval

The current line of IBEX products are not subject to regulatory approval. However, there is no
guarantee that this may not change in the future. Any such changes may have the effect of
significantly increasing the cost of doing business for IBEX.

8.4 Intellectual property

IBEX places great importance on the protection of its intellectual property and has a portfolio of
patents and patent applications that it intends to enforce. However, unauthorized parties may
infringe on the Company’s patents or obtain information that is proprietary, and there can be no
assurance that the Company’s patent applications will be approved or that it will be able to
successfully defend its existing patents in the case of infringement. Further, it is not clear
whether the patents issued or patents that may be issued to IBEX will provide the Company with
any competitive advantages, or if any such patents will be the target of challenges by third
parties, whether the patents of others will interfere with IBEX's ability to market its products or
whether third parties will circumvent IBEX's patents by means of alternate processes. It may be
possible for others to develop products that have the same effect as IBEX's products on an
independent basis.

8.5 Competition

The impact of competition from other companies developing novel heparin reversal agents or
arthritis assays may negatively affect IBEX's anticipated revenue streams. Certain of the
companies which could be considered IBEX's competitors have substantially more financial and
technical resources, more extensive research and development capabilities and greater
marketing, distribution, production, and human resources than IBEX does.

8.6 Financial Resources

IBEX has limited financial resources and limited opportunities to raise additional capital should
the occasion warrant. There can be no assurance that IBEX will be able to improve or maintain
a positive cash flow if events in the marketplace change materially.

8.7 Reliance on Key Personnel

IBEX relies upon a small staff of key employees who possess the knowledge and know-how to
continue the Company’s operations. There is no assurance that the Company will be able to
maintain its personnel, or readily replace those who may leave.

8.8 Contingencies

In the normal course of operations, claims may arise against the Company pertaining to
undesired side effects with respect to products which have been sold in the past. The Company
recognizes liabilities for such contingencies when management determines that it is probable

-10-
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that a loss has been incurred and the amount of the loss can be reasonably estimated. The
Company is currently not party to any such litigation proceedings that are expected to have a
material adverse effect on the Company'’s results of operations or financial position.

8.9 Other Risks

The Company is exposed to market risks related to volatility in interest rates for the Company’s
investment portfolio and foreign currency exchange rates related to sales revenue and
purchases of supplies and services made in US dollars. In addition, the Company’s share price
is subject to equity market risk, which may result in significant speculation and volatility of
trading due to the uncertainty inherent in the Company’s business and in the biotechnology
industry in general. The expectations of the Company made by securities analysts could also
have a significant impact on the trading price of IBEX’'s common shares.

9. RELATED PARTY TRANSACTIONS

During the year ended July 31, 2009, the Company had the following related party transactions
which were measured at the exchange amount as they were in the ordinary course of business:

- The Company received rental income from a member of the Board of Directors for office
space occupied by that Director at the Company’s business address. The amount of rental
income received or to be received totals $24,722.

10. CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in accordance 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 reported amounts of revenue and expenses during
the reporting period. Actual results can differ from those estimates. We have identified the
following areas which we believe require management’s most subjective judgments, often
requiring the need to make estimates about the effects of matters that are inherently uncertain
and may change in subsequent periods.

10.1 Valuation Allowance for Future Tax Assets

The Company has recorded a valuation allowance on future tax assets primarily related to the
carry-forward of operating losses, research and development expenses and federal research
and development income tax credits. The Company has determined that it is more likely than
not, at this time, that these carry-forward amounts will not be realized based on historical results
and estimated future taxable income. The generation of future taxable income or the
implementation of tax planning strategies could result in the realization of some or all of the
carry-forward amounts, which could result in a material change in our net income (loss) through
the recovery of future income taxes.

10.2 Stock Based Compensation

When the Company issues stock options to certain employees, directors and officers of the
Company, a fair value is derived for the stock options using the Black-Scholes pricing model.
The application of this pricing model requires management to make assumptions regarding

-11-



r) '
l_f)_r'/_(

several variables, including the expected life of the options, the price volatility of the Company’s
stock over a relevant timeframe, the determination of a relevant risk free interest rate and an
assumption regarding the Company'’s dividend policy in the future.

11.  ADOPTION OF NEW ACCOUNTING PRONOUNCEMENTS
11.1 Capital Disclosures

During the year ended July 31, 2008, the Company early adopted the Canadian Institute of
Chartered Accountants (“CICA”) Handbook Section 1535, “Capital Disclosures”, as permitted by
the standard. The standard requires the disclosure of both qualitative and quantitative
information that enables the users of the financial statements to evaluate the Company’s
objectives, policies and processes for managing capital.

The adoption of this Section did not have an impact on the Company’s financial position,
earnings or cash flows; however, it did result in expanded disclosure.

11.2 Financial Instruments

During the year ended July 31, 2008, the Company adopted the CICA Handbook Section 1530,
“Comprehensive Income”; Section 3251, “Equity”; Section 3855, “Financial Instruments —
Recognition and Measurement”; Section 3862, “Financial Instruments — Disclosures”; Section
3863, “Financial Instruments — Presentation”; and Section 3865, “Hedges”. These standards
provide accounting guidelines for the recognition, measurement, disclosure and presentation of
financial assets, financial liabilities and non-financial derivatives, as well as the introduction of a
new statement of comprehensive income. Section 3865 did not have an impact on the Company
as it does not use hedge accounting. The Company elected to early adopt Sections 3862 and
3863, as permitted by the standards.

The Company’s adoption of these new financial instrument standards resulted in changes in the
accounting for financial instruments, as well as the recognition of certain transitional
adjustments that have been recorded in opening deficit. The principal changes in the
accounting for financial instruments due to the adoption of these accounting standards are as
follows:

a) Comprehensive income (loss)

Comprehensive income (loss) is defined as the change in equity from transactions and
other events and circumstances from sources other than shareholders, and is
composed of the Company’s net earnings (loss) and other comprehensive income
(loss). Other comprehensive income (loss) refers to revenues, expenses, gains and
losses that are recognized in comprehensive income (loss) but excluded from net
earnings (loss). The Company does not have any components that qualify as other
comprehensive income (loss).

b) Financial assets and financial liabilities

Financial assets and financial liabilities, including derivatives, are recognized on the
consolidated balance sheet when the Company becomes a party to the contractual
provisions of the financial instrument or non-financial derivative contract. Financial
instruments are initially recognized at fair value and are classified into one of five

-12-
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categories: held for trading, held to maturity, available for sale, loans and receivables,
and other financial liabilities. They are subsequently accounted for based on their
classification as described below. The classification depends on the purpose for which
the financial instruments were acquired and their characteristics. Except in very limited

circumstances, the classification is not changed subsequent to initial recognition.
Transaction costs are expensed as incurred.

Held for trading

Financial instruments classified as held for trading are carried at fair value at each
balance sheet date with the changes in fair value recorded in net earnings (loss) in the
period in which the changes arise.

Available for sale

Financial instruments classified as available for sale are carried at fair value at each
balance sheet date with the changes in fair value recorded in other comprehensive
income (loss) in the period in which the changes arise. Securities that are classified as
available for sale and do not have a readily available market value are recorded at
cost. Available-for-sale securities are adjusted to fair value through earnings (loss)
whenever it is necessary to reflect other than temporary impairment. Upon
derecognition, all cumulative gains or losses are then recognized in net earnings (loss).

Held to maturity, loans and receivables, and other financial liabilities

Financial instruments classified as held to maturity, loans and receivables, and other
financial liabilities are carried at amortized cost using the effective interest method, and
interest income or expense is included in net earnings (loss) over the expected life of
the instrument.

Management has selected the following classifications and bases of accounting for the
Company’s financial instruments:

Asset / Liability Classification Basis of Accounting
Cash and cash equivalents Held for trading Fair value
Marketable securities Held to maturity Amortized cost
Accounts receivable Loans and receivables Amortized cost
Accounts payable and

Accrued liabilities Other Financial liabilities Amortized cost

Embedded derivatives

All derivative instruments are recorded in the consolidated balance sheet at fair value
at each balance sheet date. Derivatives may be embedded in other financial
instruments (the “host instrument”). Prior to the adoption of the new standards; such
embedded derivatives were not accounted for separately from the host instrument.
Under the new standards, embedded derivatives are treated as separate derivatives if
their economic characteristics and risks are not clearly and closely related to those of
the host instrument, the terms of the embedded derivative are the same as those of a
stand-alone derivative, and the combined contract is not held for trading or designated
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at fair value. These embedded derivatives are measured at fair value at each balance
sheet date with subsequent changes recognized in net earnings (loss) in the period in
which the changes arise. The Company selected August 1, 2002 as its transition date
for embedded derivatives, which is the latest date allowed by the accounting standard.

The Company enters into certain contracts for the sale of non-financial items that are
denominated in currencies other than the Canadian dollar, the Company’s functional
currency. In cases where the foreign exchange component is not leveraged, does not
contain an option feature and the contract is either denominated in the functional
currency of the counterparty, the non-financial item is routinely denominated in the
currency of the contract or the currency of the contract is commonly used in the
economic environment in which the transaction takes place, the embedded derivative
is considered to be closely related and is not accounted for separately. The fair value
of financial instruments is determined using recognized valuation models using
observable market-based inputs.

During the quarter ended July 31, 2009, the impact of the change in the fair value of
the derivatives related to sales contracts ($107,207) is recorded as a loss in foreign
exchange and an offset is recorded in accrued liabilities.

The Company operates internationally and its sales are contracted in US dollars. A change in
the currency exchange rate between the Canadian dollar and the US dollar could have a
material effect on its consolidated results of operations, financial position or cash flows. In order
to take advantage of the improving exchange rate, the Company has outstanding agreements
with the Royal Bank of Canada to sell US dollars as follows:

$ Settlement date Foreign exchange
US$500,000 August 6, 2009 CAD$1.22
US$500,000 November 18, 2009 CAD$1.25
US$500,000 January 4, 2010 CAD$1.25
US$500,000 April 1, 2010 CAD$1.25
US$500,000 July 2, 2010 CAD$1.15
US$500,000 November 19, 2010 CAD$1.10
US$500,000 February 18, 2011 CAD$1.10
US$500,000 May 19, 2011 CAD$1.10
US$500,000 August 19, 2011 CAD$1.10

On July 31, 2009, the average forward exchange rate for these contracts was approximately
CAD$1.08, therefore, a gain of $408,710 was recorded in the foreign exchange account and an

offset was recorded in other receivables.

The Company is exposed to foreign exchange risk primarily as a result of sales revenues
denominated in US dollars. Monetary balances denominated in foreign currencies as
at July 31, 2009 and July 31, 2008 were as follows:
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July 31, 2009 July 31, 2008

CAD$ US$ CAD$ US$
Cash and cash equivalents 604,263 560,756 309,507 302,253
Accounts receivable 551,109 511,728 283,936 277,280
Accounts payable and accrued liabilities 133,968 124,322 103,859 101,425

Interest rate risk

Financial instruments that potentially subject the Company to interest rate risk consist of
marketable securities, which consist of AAA-rated Government of Canada Treasury bills with
fixed interest rates and maturities at the date of purchase of four months or less. Therefore, the
Company considers the interest rate risk to be low. A 0.5% change in interest rates would not
have a material impact on net earnings for the quarter ended July 31, 2009.

Credit risk

Financial instruments that potentially subject the Company to credit risk include cash and cash
equivalents, marketable securities and accounts receivable. Cash and cash equivalents consist
of bank balances maintained at financial institutions with high credit ratings. Marketable
securities consist of AAA-rated Government of Canada Treasury bills. The Company’s policy is
to invest in AAA-rated investments with maturities at the date of purchase of four months or
less. Therefore, the Company considers the risk of non-performance for cash, cash equivalents
and marketable securities to be low.

The Company performs ongoing credit reviews of its debtors and records an allowance for
doubtful accounts when accounts are determined to be uncollectible. An amount of $1,812 was
recorded as a bad debt as at July 31, 2009.

The aging of trade accounts receivable as at July 31, 2009 was as follows:

CAD$ %

Current 374,087 68
Past due 0-30 days 60,555 11
Past due 31-90 days 76,653 14
Past due over 90 days 39,814 7
551,109 100

The Company’s exposure to credit risk for trade accounts receivable for customers with greater
than 10% of the total balance was as follows:

July 31, July 31,

2009 2008

% %

Customer 1 32 47
Customer 2 14 18
Customer 3 13 13

-15-



r) '
l_f)_r'/_(

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial liabilities when
due. The Company’s financial liabilities include its accounts payable and accrued liabilities
presented on the consolidated balance sheet, which are due within the next 12 months. The
Company manages liquidity risk by maintaining adequate cash balances to discharge its
liabilities when due and considers liquidity risk to be low.

Fair value of financial instruments

The Company has evaluated the fair value of its financial instruments based on the current
interest rate environment, related market values and current pricing of financial instruments with
comparable terms. The carrying value of its financial instruments is considered to be
approximate fair value.

Inventories

On August 1%, 2008, the Company adopted CICA Handbook section 3031 “Inventories”, which
provides guidance on the determination of costs and their subsequent recognition as an
expense, including the allocation of fixed and variable overheads; narrows the permitted costs
formulas; and expands the disclosure requirements to increase transparency. The adoption of
this standard has no material impact on the consolidated financial statements.

Inventories are composed of work in process and finished goods, which are valued at the lower
of cost and net realizable value determined on a first-in, first-out basis. Inventory cost includes
materials, direct labour and attributable overhead. During the year ended July 31, 2009 the
Company recognized an expense of $1,135,344 in cost of products sold.

July 31, July 31,

2009 2008

Inventories $ $
Assay kits 55,991 31,602
Enzymes 189,475 239,400
Work in process - enzyme 76,456 21,753
Total inventory 321,922 292,755

General Standards of Financial Presentation

The CICA amended section 1400 of the CICA Handbook, “General standards of Financial
Statement Presentation”, to include a requirement that management make an assessment of an
entity’s ability to continue as a going concern when preparing financial statements. In making its
assessment, when management is aware of material uncertainties related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going
concern, those uncertainties must be disclosed. This Section has no impact on the Company’s
financial statements.

-16-



r) '
l_f)_r'/_(

Goodwill and Intangible Assets

In January 2007, the CICA Handbook Section 3064, “Goodwill and Intangible Assets” replaces
the existing Handbook Section 3062, “Goodwill and Other Intangible Assets” and 3450
“Research and Development Costs”. This standard is effective for interim annual financial
statements relating to fiscal quarters commencing on or after January 2008. The standard
provides guidance on the recognition, measurement and disclosures of goodwill and intangible
assets. This Section does not have an impact of the Company’s financial statements.

12. NEW ACCOUNTING STANDARDS ISSUED AND NOT ADOPTED
12.1 International Financial Reporting Standards (“IFRS")

In February 2008, Canada’s Accounting Standards Board (AcSB) confirmed that IFRS, as
issued by the International Accounting Standards Board, will replace Canadian Generally
Accepted Accounting Principles (GAAP) for publicly accountable enterprises effective for fiscal
years beginning on or after January 1%, 2011. As a result, the Company will be required to
changeover to IFRS for its fiscal year 2012 interim and annual financial statements with
comparative information for fiscal 2011.

In preparation for the changeover to IFRS, the Company has developed an IFRS transition plan.
The Company is currently in the process of completing its initial phase, comprised of a
diagnostic process, which involves employee training and a comparison of the Company’s
current accounting policies under Canadian Generally Accepted Accounting Principles with
IFRS. The identified differences will be analyzed and addressed according to the level of impact
they will have on the key elements of the transition plan. These key elements include:

e Accounting policies, including choices among policies permitted under IFRS

e Internal controls over financial reporting; disclosure controls and procedures,
including investor relations and external communications plans and business
activities

¢ Information technology and data systems

As the IFRS transition plan progresses, the Company will continue to report on the status of the

transition plan and provide more detailed information of the impact on the key elements
indicated above.
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Business combinations

In January 2009, the CICA issued Handbook Section 1582 “Business Combinations” which
replaces Section 1581 of the same name. The Section establishes standards for accounting for a
business combination and provides the Canadian equivalent to International Financial Reporting
Standard 3 (Revised), “Business Combinations”. This Section applies prospectively to business
combinations for which the acquisition date is on or after the beginning of the first annual reporting
period beginning on or after January 1, 2011. Earlier application is permitted.

Consolidated financial statements

In January 2009 the CICA issued Handbook Section 1601, “Consolidated financial statements”,
and Section 1602, “Non-controlling Interests”, which together replaces Section 1600,
“Consolidated financial statements”. Section 1601 establishes standards for the preparation of
consolidated financial statements. Section 1602 establishes standards for accounting for a non-
controlling interest in a subsidiary in consolidated financial statements subsequent to a business
combination. It is equivalent to the corresponding provision of IAS 27 (Revised), “Consolidated
and Separate Financial Statements”. These changes are effective for interim and annual financial
statements beginning on January 1, 2011. Earlier adoption is permitted as of the beginning of a
fiscal year.

The Company is evaluating the impact of the adoption of these new accounting standards on its
consolidated financial statements.

13. DISCLOSURE CONTROLS AND PROCEDURES

The Chief Executive Officer and Controller, together with other members of management, after
evaluating the effectiveness of the Company’s disclosure controls and procedures as of July 31,
2009, have concluded that the Company’s disclosure controls and procedures were adequate
and effective to ensure that material information relating to the Company and its consolidated
subsidiaries would have been known to them.

14. INTERNAL CONTROLS OVER FINANCIAL REPORTING

The Chief Executive Officer and Controller, together with other members of management, after
having designed internal controls over financial reporting to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial reporting in
accordance with the issuer's GAAP as of July 31, 2009, have identified certain weaknesses in
internal controls over financial reporting which are as follows:

i) due to the limited number of staff at the Company, it is not feasible to achieve
complete segregation of incompatible duties;
i) due to the limited number of staff, the Company does not have a sufficient number of

finance personnel with all the technical accounting knowledge to address all non-
routine accounting transactions that may rise.

Management and the Board of Directors work to mitigate the risk that results from these
weaknesses as follows:

i) increased oversight and diligence by the CEO, Controller and the Board to ensure
that the risk of a misstatement resulting from this weakness is minimized;
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i) the Company will, as necessary, engage qualified consultants to assist with the
accounting for any complex and non-routine accounting transactions that may arise.

15. OUTSTANDING SHARE DATA
15.1 Authorized:

At October 27, 2009, the Company’s authorized capital stock consists of an unlimited number
of:

- Cumulative, redeemabile first preferred shares, issuable in series. The first series
consisted of 150,000 shares, convertible into common shares at a rate of 188.68 voting
common shares for each preferred share.

- Cumulative, redeemable convertible second preferred shares, issuable in series.

- Third preferred shares, issuable in series.

- Voting common shares.

15.2 Issued and Outstanding:

The following details the issued and outstanding equity securities of the Company:

15.2.1 Common shares

As of October 27, 2009 the Company has 24,703,244 common shares outstanding.

15.2.2 Stock options

As at October 27, 2009 the Company has 769,385 stock options outstanding with exercise
prices ranging from $0.06 to $0.70 and expiry dates ranging from June 2010 to March 2018. At

October 27, 2009, on an if-converted basis, these stock options would result in the issuance of
769,385 common shares at an aggregate exercise price of $197,058.

BH#
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	IBEX produces Heparinase I, Heparinase II, Heparinase III, Chondroitinase AC and Chondroitinase B via a proprietary recombinant expression system. This system allows the economic production of high purity recombinant forms of these GAG lyases. These enzymes and their uses are protected by an extensive patent suite. 
	 
	These enzymes are sold directly by IBEX to manufacturers of medical devices, quality control labs and academic research institutions. 
	 
	Heparinase I is the most important of the IBEX enzymes. Its potential lies in its ability to cleave heparin and low molecular weight heparins and thereby neutralize the effects of heparin and heparinoids, drugs commonly used in hospitals. Heparinase I recognizes and cleaves a pentasaccharide sequence which occurs in both heparin and the low molecular weight heparins, thereby neutralizing their anticoagulant activity. 
	Quarterly Consolidated foreign exchange (gain) loss
	Quarter
	Q4, Fiscal 2009
	Q3, Fiscal 2009
	Q4, Fiscal 2008
	Embedded Derivatives
	$153,534
	$78,655
	($16,213)
	Foreign exchange agreements 
	($386,536)
	$13,900
	$-
	Other (gain) loss
	$906
	($371)
	$-
	Total of (gain) loss
	($232,096)
	$92,184
	($16,213)
	Balance sheet revaluation
	US Cash
	$48,684
	$3,255
	($891)
	Trade receivables
	$6,497
	$85,102
	($3,341)
	Other US accounts
	$27,154
	($62,816)
	($11,792)
	Total of (gain) loss on revaluation
	$82,335
	$25,541
	($16,024)
	Net (gain) loss on foreign exchange
	($149,761)
	$117,725
	($32,237)
	Cost of Goods Sold
	Quarter
	Q4, Fiscal 2009
	Q3, Fiscal 2009
	Q4, Fiscal 2008
	Sales
	$863,691
	$1,073,000
	$509,944
	Cost of Goods 
	$310,584
	$387,018
	$109,643
	Gross Margin %
	64%
	64%
	78%
	Selling, General, Administrative and Other Expenses
	Quarter
	Q4, Fiscal 2009
	Q3, Fiscal 2009
	Q4, Fiscal 2008
	SG&A
	$215,283
	$319,889
	$325,876
	Amortization
	$25,322
	$26,470
	$20,471
	Gain on disposal
	($7,277)
	($1,783)
	($62,117)
	Financial expenses
	($147,343)
	$116,999
	($36,505)
	Total 
	$85,985
	$461,575
	$247,725
	5.1 Net Earnings For The Year Ended July 31, 2009 
	IBEX generated net earnings of $1,343,738 (US$1,246,989), or $0.05 per share for the fiscal year ended July 31, 2009, compared to net earnings of $348,319, or $0.01 per share, for the fiscal year ended July 31, 2008. 
	 
	 
	 
	5.2 Revenue For The Year Ended July 31, 2009 
	 
	Cost of Goods Sold
	Year ended
	July 31, 2009
	July 31, 2008
	Sales
	$3,544,282
	$2,326,744
	Cost of Goods 
	$1,135,344
	$844,960
	Gross Margin %
	68%
	64%
	5.4 Expenses (Excluding Cost of Goods) For Year Ended July 31, 2009 
	Selling, General, Administrative and Other Expenses
	Year ended
	July 31,  
	2009
	July 31,  
	2008
	SG&A
	$1,208,265
	$1,252,076
	$83,810
	$70,148
	Gain on disposal
	($19,449)
	($62,117)
	Financial expenses
	($207,426)
	($43,012)
	Total 
	$1,065,200
	$1,217,095
	 
	8.8 Contingencies 
	 
	8.9 Other Risks 
	15. OUTSTANDING SHARE DATA 
	- Voting common shares. 

	15.2 Issued and Outstanding: 
	The following details the issued and outstanding equity securities of the Company: 
	 
	15.2.1 Common shares 


