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A New World in Protein



Burcon NutraScience Corporation is a technology
company committed to developing Puratein™, the
world’s first commercial canola protein. Burcon’s
patented extraction process uses abundanct,
inexpensive canola meal to yield a high quality,
cost effective plant-based protein that rivals meact,
egg and milk protein in nutritional effectiveness
and functionality. Puratein™ has significant
potential in the multi-billion dollar protein
ingredient market for use in prepared

foods, nutritional supplements and

meal replacement products.



T O O U R

It is with pleasure that I report
to you on the state of our company,
on our successes of the past year,
and on the opportunities and
challenges we face in the future

as we strive to create
a new world in protein.

The major accomplishment of
the past year was evolving
Burcon from a venture capital
company into a technology
company. We accomplished
this transformation through

the acquisition of B.M.W.
Canola Inc., now called Burcon
NutraScience (MB) Corp.
(“Burcon-MB”) of Winnipeg,
Manitoba. The significant assets
acquired on the acquisition of
Burcon-MB were not property,
equipment or machinery, but
rather intellectual property,
know-how and, most important

of all, people.

Working together over many
years, the Burcon-MB people —
led by renowned protein
chemist Dr. E. Donald Murray
and grain industry specialist
Mr. Paul S. Westdal — focused
their intellectual talents and
experience gained from the
international grain and food
science industries on the chal-
lenge of unlocking canola’s
potential as a rich source of
botanical protein. In a true

test of entrepreneurial energy
and drive that is a hallmark of
the free enterprise system, they
succeeded in creating a patented
process where many others had
failed. We are extremely pleased
to have them as an integral part

of the Burcon team.

The combination of their tech-
nical expertise and our corporate
development know-how has
already yielded exciting advances.
As of our year-end, March 31,

2000, our new team has com-

In-process Analysis

S H A R EHOL DE R S

pleted six months of research

and development through our
Manitoba subsidiary, and I am
pleased to report that we have
already exceeded a number of

our short-term ‘goals:

® Through our small pilot-scale
testing, we have proven that
we can produce canola protein
isolate at a quality and a purity

that is unprecedented.

e Utilizing the canola protein
isolate produced at our pilot-
plant, we have been able to
initiate end-product applica-
tions testing and conduct
initial research into the excit-

ing nutritional properties of

the isolate.

continued on next page
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e We have also begun the
scale-up to-our 10,000-litre
“full modular pilot-scale”
facility, ahead of our original

projections.

We have the opportunity to
pioneer a truly revolutionary
plant-based protein, one we
intend to brand as Puratein™.

Today, our energies and resources
are fully focused on one goal: to
build upon the inherent value of

™

our proprietary Puratein™ extrac-
tion technology. To meet that
goal, we have set the following

four major objectives:

1) Establish the commercial
feasibility of Burcon’s extraction
technology. In short, to develop
a fully modular pilot-scale
facility that will serve as the
prototype for future commercial

manufacturing plants;

2) Obtain approvals for human

consumption of our Puratein

brand canola protein isolate and

S H A R E H OL D E R S

in the process expand our
understanding of the functional,
physical and phytochemical
properties of Puratein™;

3) Pursue strategic alliances
with research bodies and agri-
business firms to leverage our
technology’s potential in the
world food industry; and

4) Strengthen Burcon’s intellec-
tual property position around

its core technology.

We recognize that Burcon has
limited resources, and that the
opportunities available to be
pursued are many and complex.
Much of our corporate effort
will therefore be focused on
determining which opportuni-
ties offer the most promise. If,
in our judgment, we do not have
the resources required to fully
exploit an opportunity on our
own, we will work to negotiate
agreements with development
partners who can help Puratein™

fulfill its worldwide potential.

Electron Microscope View
of Protein Micelle Formation

Today, we face the challenge of
building a platform around our
Puratein™ extraction process.
Our work over the next year is
to enhance shareholder value by
exploiting our core technology
and the opportunities it is opening
up within the global market-
place, with the ultimate

goal of establishing
a new world in protein.

Allan Yap
President and CEO



A B O U T

The origins of Burcon date back
to 1992 when B.M.W. Canola
Inc., now Burcon-MB began its
quest to be the first to commer-
cially extract canola protein iso-
late (“CPI”) from canola meal.
During the first seven years of
operation, Burcon-MB conducted
research, including a prelimi-
nary pilot processing operation
that produced small batch quan-
tities of CPI. The very limited
amount of CPI that Burcon-MB
was able to produce was used to
petform initial product applica-
tion trials in food and feed prod-
ucts, which confirmed the
unique functional and nutrition-

al properties of CPIL.

B U R C O N

The result of these early efforts
by Burcon-MB was the granting
of a U.S. Patent for Burcon-MB'’s
canola protein isolation technology
in December 1998. In October
1999 Burcon acquired 100% of
Burcon-MB and injected much
needed capital into the company
to fund the commercialization
of its protein extraction tech-

nology.

Through this environmentally
responsible extraction process,
Burcon is pioneering the devel-
opment of a unique plant pro-

tein ingredient with

nutritional properties that are
essentially the same as high

quality animal proteins.

Today, Burcon is well-positioned
to exploit this core technology,
capitalize on the business opport-
tunity presented by its intellectual
property, and become a world

leader in the protein industry.

Canola Meal
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X H A T

B URCON'S

ACCOMPLISHMENTS
Over the past six months,

as Burcon evolved from a
venture capital company into
a technology company, we

accomplished the following:

OCTOBER 19090
Acquired Burcon NutraScience
(MB) Corp. (formerly B.M.W.
Canola Inc.) of Manitoba
through the issuance of 3.0
million common shares and a
cash payment of $55,000.

OCTOBER 19090
Completed an equity offering of
2.7 million common shares for
gross proceeds of $2.7 million.
At that time, the company
changed its name to Burcon
NutraScience Corporation (from
Burcon Capital Corp.) to more
accurately reflect the business

of Burcon’s new subsidiary.

X E

H A V E

NOVEMBER 1999
Research at Burcon’s pilot
plant in Winnipeg established
that the Company’s extraction
technology is replicable at the
400-litre “pilot-scale” level,
reaching this milestone ahead
of plan. The Company then
started ramping up the pilot-
plant facility to the full
modular 10,000-litre scale.

DECEMBER 1990
The U.S. patent office notified
the company that its application
for a second patent was granted.
In addition, patents were issued
to the company by Australia,
Germany and Japan, and appli-
cations have been made to extend
the patent protection to China

and Hong Kong.

M A RCH 2 O O O

Entered into a letter agreement
to complete a private placement
of shares to raise a further $2.24
million for the expansion of
Burcon’s research and develop-
ment program. The private
placement was completed

subsequent to year-end.

D O N E

SUBSEQUENT
TO MARCH 31

Y EAR-END

Burcon successfully completed,
through the facilities of the
University of Toronto, a key
animal feeding study that will
form an important part of
Burcon’s Canadian regulatory
submission for the use of

Puratein™ as a food ingredient.

Burcon’s objective going forward

is to establish the commercial
feasibility of its proprietary

protein extraction technology.

Puratein™

This includes expanded research
and development at the 10,000-
litre pilot scale, continuing

research on promising applications

™

for Puratein™ and pursuing
regulatory approvals for human

consumption.




B U R C O N

YW H AT Is A

PROTEIN ISOL ATE?
Commercial protein compounds
are classified based on their protein
purity levels as a percentage

of total weight. To be classified

>

S P R O C E S S A N D

as a protein ingredient, a compound
must contain a minimum of
50% protein. To be classified as
a protein concentrate, a compound
must contain a minimum of
80% protein by weight. To be
further classified as a protein
isolate, the most rigorous classi-
fication, a compound must
contain a minimum
of 90% protein
by weight.

W H AT Is
P URATEINT™?
Puratein™ is a protein isolate
made from canola. Canola, the
world’s second largest oilseed
crop, is harvested primarily for
its oil. Canola seed is crushed in
large mills, called crushers,
resulting in both canola oil and
canola meal. Canola meal is
currently used almost exclusively
as livestock feed. Burcon has devel-
oped a gentle, environmentally
friendly extraction technology to
yield virtually pure protein using
canola meal as its source. This
proprietary and cost-effective
process is providing the world’s
first commercial canola protein
and makes this a truly revolu-
tionary opportunity.
Because of its exceptional
purity Burcon’s Puratein™
is actually a canola
protein isolate. In fact
Burcon’s Puratein™,
produced at our
pilot plant facility,
is of such a high
degree of purity
that using the

P R O D U C T S

Canola Meal Solids Extraction Phase

industry standard for calculating
protein content, it is deemed to
contain in excess of 100% protein

by weight.

W H AT PRODUCTS
W ILL B URCON?'S
PURATEINT™

COMPETE WITH ?

™

Burcon’s Puratein™ has applica-
tions in three broad areas;

1) as a food ingredient, 2) as a
stand-alone nutritional supplement,
and 3) as an ingredient in
personal care products. Puratein™
will compete with established
products in each of these three
areas and also has the potential
to open up a number of new

applications.

continued on next page



B U R C O N

(C ONTINUE D)

Is T H E R E A
SUFFICIENTLY

L ARGE SUPPLY O F

CANOLA M E A L ?

Yes. The U.S. Department of
Agriculture estimates world-
wide canola/rapeseed production
for the year 2000 to be 45.2
million metric tonnes. If the
entire year 2000 canola crop
were crushed for its oil, the
resultant canola meal, if put
through Burcon’s extraction
process;-could produce approxi-
mately 3.2 million metric

tonnes (~7.0 billion pounds)

of Puratein™.

Micelle Formation

>

S P R O C E S S A IN D

W H AT A R E T H E
ST EPS T O
COMMERCIALIZE

PURATEIN T ?

Burcon has four objectives:

1) Establish the commercial
feasibility of Burcon’s extraction

technology;

2) Obtain regulatory approvals
for human consumption of

Puratein™ as a food ingredient;

3) Pursue alliances with research

bodies and agribusiness firms; and

4) Strengthen Burcon'’s intellec-
tual property position around

its core technology.

D O ES B URCON'’S

EXTRACTION
TECHNOLOGY

W O R K W I1IT H

O T HER OILSEEDS??
Yes. In fact Burcon’s existing
patents cover all oilseeds and
specify, amongst other inputs,
soybean meal. However, Burcon
has chosen to focus its efforts on
canola because of the exceptional

nutritional profile of canola

protein and the large, readily
available inexpensive supply of
canola meal.

W H AT A B O U'T T H_E

G M O I SSUE?

There is currently a public issue
in the United Kingdom, Europe
and to a lesser degree, North
America, regarding food products
derived from transgenically
modified organisms or “GMO’s”.
Transgenic modification, where
a plant’s genetic makeup is
altered by splicing the genes of
an entirely different organism
into it, should not be confused
with traditional plant breeding
techniques which have been used
for generations to selectively
breed plants with desirable traits.
In fact, Canola is a variation of
rapeseed developed by Canadian
plant breeders using traditional

plant breeding techniques.

The GMO debate centres on the
issue of whether food products
derived from GMO'’s pose poten-
tial health risks to consumers.

P R O D U C T S

Protein Solubilization

Burcon’s process for extracting a
protein isolate from canola meal
is equally effective with meals
from either GMO or non-GMO
sources as well as from oilseed
meals other than canola.
Therefore, if Burcon chooses to
use traditional, non-GMO
canola meal, the resultant protein
isolate will be a non-GMO
food product and thereby may
be more acceptable to some

consumers.

In short, Burcon’s approach will
be driven by the market.



M A NAGEMENT’S

O F F I NANCI AL C ON DI TION A N D

OV ERVIEW O F T H E COMPANY A N D

1T S B USINESS

Burcon NutraScience Corporation (“Burcon” or the “Company”) was incorporated as
Burcon Capital Corp. on November 3, 1998 under the laws of the Yukon Territory
as a venture capital pool corporation (“VCP”). As a VCP corporation, the Company’s
principal business was to identify and evaluate assets, properties or businesses for
acquisition. To finance its acquisition efforts, Burcon raised gross proceeds of $200,000
through its initial public offering in February 1999. On October 8, 1999 the Company
acquired 100% of the shares of B.M.W. Canola Inc. (“BMW") of Winnipeg,
Manitoba. The Company changed its name to Burcon NutraScience Corporation on
October 18, 1999 to better reflect the business of its new wholly-owned subsidiary.

On October 8, 1999, Burcon completed its qualifying transaction and became a
venture capital company with the acquisition of BMW. In May 2000, BMW
changed its name to Burcon NutraScience (MB) Corp. (“Burcon-MB”). Burcon-MB
is a research and development company with a patented process to extract canola
protein isolate from canola meal, a co-product of the canola seed crushing industry.
The Company intends to commercialize Burcon-MB’s protein isolation technology
and become the world’s first commercial marketer of this unique plant protein.

ACQUISITION

The Company acquired Burcon-MB for the purchase price of $3,055,000, paid by
the issuance of 3.0 million common shares and a cash payment of $55,000. The
Company incurred direct acquisition costs of $138,216. The common shares issued
under the acquisition are subject to escrow requirements and will be released as to
one-third on each of the first, second and third anniversaries of the completion of the
acquisition. In addition, a total of 1.0 million of the common shares issued to the
vendors under the acquisition are subject to a further escrow agreement stipulating
that they will be cancelled and returned to the treasury of the Company if certain
milestones have not been met by Burcon-MB before October 7, 2001.

Concurrent with this acquisition, Burcon completed an exchange offering of 2.7
million common shares for gross proceeds of $2,700,000, with net proceeds of
$2,341,800. The Company also issued agent warrants to purchase 230,000 common

R E S U L T S O F

D ISsSCUSSION A N D A N ALY SIS

O P ER A TIONDN S

shares in the Company to Goepel McDermid Inc., who acted as the agent on the
exchange offering. These warrants have a term of two years from the closing of the
exchange offering (October 8, 1999) and may be exercised at $1.00 per common
share for the first year and at $1.15 per common share in the second year.

PRIVATE PLACEMENT

In March 2000, the Company entered into a letter agreement whereby the
Company agreed to issue on a private placement basis, up to 1,650,000 units at
$1.36 per unit. Each unit consists of one common share and one non-transferable
share purchase warrant to purchase an additional common share at the price of
$1.84 per share, exercisable two years from the date of issue of the warrants. The
first tranche of 1,275,000 units was completed on May 17, 2000. The common
shares issued under this first tranche of the private placement are subject to a hold
period until September 17, 2000. In a similar manner, any shares acquired
through the exercise of the warrants will also be subject to the same hold period.
The second tranche of 375,000 units was completed on June 29, 2000. All common
shares issued under this final portion of the private placement are subject to a hold
period until October 29, 2000. The proceeds from the private placement will
enable Burcon and its subsidiary Burcon-MB to go beyond the basic development
process originally outlined in the Exchange Offering Prospectus (‘EOP”) dated
September 17, 1999 and to pursue additional research objectives including
conducting expanded feeding trials and the related scientific analysis of those
trials, initial product branding, product positioning and product application
testing as well as to finance additional patent applications related to the commer-

cialization of Burcon’s canola protein isolate.

OPERATING R ESULTS

The results of operations from Burcon-MB have been included in the consolidated
results from the date of acquisition. Comparison to prior year’s operations would
not provide meaningful information as the Company was in the start-up phase of its
acquisition efforts and had not incurred significant expenses up to March 31, 1999.
As the Company is in the research stage, it has not generated any significant rev-
enues to March 31, 2000.



M A N AGEMENT’S

O F FINANCIATL CONDITION A N D R E S

The Company incurred research expenses of $206,431 for the year ended March 31,
2000. These consisted primarily of expenses incurred by Burcon-MB from the date of
acquisition for personnel, consultants, materials, supplies, equipment and travel used
to further the research of the Company’s patented canola protein isolation technology
and the Company’s canola protein isolate product.

Net loss for the year was $637,639 or $0.087 per share. The acquisition of Burcon-MB
created $3,260,700 of goodwill that is being amortized on a straight-line basis
over 7. years. For the year ended March 31, 2000, amortization of $224,142 was
recorded and is not deductible for income tax purposes.

LIQUIDITY "AND CAPITAL RESOUTRCES

For the year ended March 31, 2000, the Company raised a total of $2,800,000
through the exchange offering of $2,700,000 and the exercise of stock options and
share purchase warrants of $100,000. Subsequent to the Company’s year-end a
further $2,244,000 was raised through the private placement which was completed
in June 2000. As at March 31, 2000, the primary source of liquidity included
cash and short-term deposits of $2,143,093.

Burcon has committed $2,005,000 out of the $2,700,000 exchange offering pro-
ceeds to continue Burcon-MB’s research and development efforts, including small
pilot scale testing, full modular scale processes, product applications and approvals
and market development and administration. To date, the amount expended
has not differed significantly from the amounts as estimated and itemized in the
Company’s EOP dated September 17, 1999. The further $2,244,000 raised
through the private placement which was completed after year-end is expected to
enable Burcon to pursue additional objectives, including obtaining regulatory
approval for human consumption of Butcon’s canola protein isolate, conducting
expanded feeding trials and the related scientific analyses of those trials, initial
product branding, product positioning and product application testing as well as
to finance additional patent applications.

RISK AND UNCERTAINTIES

As a research and development company, Burcon faces numerous risks and uncer-
tainties associated with companies in the early stage of development.

DI SCUSSION

A NN D A N ALY SIS

U LT S O F O PERATIOINS (CO NTINUED)

Although the work conducted to date has provided positive results, there is no
assurance that the Company will be able to successfully produce canola protein
isolate in large-scale batches with the same level of purity, yield and cost efficiency
as achieved to date on the small pilot-scale process and in the anticipated timeframe.
In addition, there is no assurance that the products will receive regulatory approval
or that they will be accepted by industry or that they will be able to penetrate the
protein ingredient market and gain market acceptance. While the Company is
currently adequately capitalized for the expected costs of bringing the technology
to market, there is no assurance that the Company will be able to obtain further
financing should it incur cost overruns or delays. Furthermore, Burcon competes
with other larger established companies with significantly greater resources and
greater access to investment capital.

The Company’s success will depend, in part, on its ability to obtain further patents,
maintain trade secret protection and operate without infringing on the proprietary
rights of third parties or having third parties circumvent Burcon’s rights. There
can be no assurance that other companies will not independently develop products
similar to those of the Company, or design around the products developed from
the Company’s patented technology. Although the Company has confidentiality
agreements with its consultants and employees, there can be no assurance that
these agreements will provide meaningful protection for the Company’s trade
secrets, know-how or other proprietary information in the event of any unautho-
rized use or disclosure. In addition, the Company may incur significant costs in
defending itself in suits relating to patent rights.

OUTLOOK

Burcon anticipates that its research and development program will continue to be
conducted in accordance with the expected timeframe as outlined in the EOP
dated September 17, 1999. Burcon intends to incur significant research expenses
and continue to expand its management in 2000/2001. These expenses, which will
be funded from the private placement completed after year-end, will enable Burcon
to expand the scope of its research activities, beyond what was contemplated in
the EOP.



A U DI T O R S’ R E P O R T

To the Shareholders of Burcon NutraScience Corporation (formerly Burcon Capital Corp.)

We have audited the consolidated balance sheet of Burcon NutraScience Corporation (formerly Burcon Capital Corp.) as at March 31,
2000 and the consolidated statements of loss and deficit and cash flows for the year then ended. These consolidated financial statements
are the responsibility of the company’s management. Our responsibility is to express an opinion on these consolidated statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we plan and perform
an audit to obtain reasonable assurance whether the consolidated financial statements are free from 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 presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the company as
at March 31, 2000 and the results of its operations and cash flows for the year then ended in accordance with generally accepted

accounting principles.

[
2 @ LLFEAL I‘C’J FUre

Loewen Kruse

Chartered Accountants

Vancouver, B.C.

May 10, 2000

(except as to note 1 (b), 6 (d) and 6 (e) which are as of June 30, 2000)
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C O N S OL I DATE D B AL A IN C E

As at March 31, 2000

March 31, 2000
ASSETS

CURRENT

S H E E T

March 31, 1999

Cash and short-term deposits $ 2,143,093 $ 436,862
Goods and services tax receivable 15,865 5,197
Prepaids and deposits 19,864 5,476
2,178,822 447,535
FIXED AsseTs -note 4 151,124 -
DEFERRED INVESTMENT COSTS = 31,797
DEFERRED FINANCING cosTs - note 6(e) 9,948 -
PATENTS 4,250 -
GooDwWILL -note S 3,036,558 -
$ 5,380,702 $ 479,332
LIABILITIES
CURRENT
Accounts payable and accrued liabilities $ 72,683 $ 13,640
SHAREHOLDERSS EQUITY
cCAPITAL sTOCK -note6 5,954,661 474,695
DEFICIT ( 646,642) ( 9,003)
5,308,019 465,692
$ 5,380,702 $ 479,332

NATURE OF OPERATIONS - note 1
COMMITMENTS AND CONTINGENCY - note 10

APPROVED BY THE DIRECTORS:

<] Hﬂﬁ'“" i

Allan Yap, Director | Johann Tergesen, Director

Burcon NutraScience Corporation (formerly Burcon Capital Corp.)




C ON S OL I DATE D

For the year ended March 31, 2000

INTEREST INCOME

EXPENSES
Consulting
Depreciation and amortization
Management fees
Professional fees
Rent
Office supplies and services
Research costs (note 7)
Travel and meals
Non-compete payments
Investor relations
Transfer agent and filing fees
Miscellaneous

ILOSS FOR THE YEAR
periciT, beginning of year
peEriciT, end ofyear

LOSS PER SHARE

S T AT E M E N T oF ross

For the period

Sfrom November 3, 1998

(date of incorp.)

Year ended March 31, to March 31,
2000 1999

$ 54,264 $ 2,858
49,330 -
224,142 -
65,368 -
72,445 3,962
13,062 2,025
22,380 5,824
206,431 -
10,834 -
11,500 -
10,415 -

5,662 -

334 50

691,903 11,861

( 637,639) ( 9,003)

( 9,003) -
$ ( 646,642) $( 9,003)
$(_ 0.0873) $( 0.0037)

Burcon NutraScience Corporation (formerly Burcon Capital Corp.)

A N D D EFIC

1T

11



C ON S OL I DATE D S T AT EME N T o

For the year ended March 31, 2000

OPERATIONS:
Loss for the year
Depreciation and amortization
Net changes in non-cash working capital balances:
Goods and services tax receivable
Prepaids and deposits
Accounts payable and accrued liabilities

CASH APPLIED TO OPERATIONS

INVESTING:
Acquisition of business, net of bank indebtedness of $7,772
Acquisition of fixed assets

Deferred investment costs
CASH APPLIED TO INVESTING

FINANCING:
Deferred financing costs
Repayment of shareholders’ loans
Issue of share capital for cash
Share issue costs

CASH PROVIDED BY FINANCING
INCREASE IN CASH

CASH AND SHORT-TERM DEPOSITS, beginningofyear

CASH AND SHORT-TERM DEPOSITS, endofyear

F CASH

For the period

from November3, 1998

(date of incorp.)

Year ended March 31, to March 31,
2000 1999

$( 637,639 $( 9,003)
243,847 -

( 2,008) ( 5,197)
( 13,852) ( 5,000)
( 90,315) 13,640
(_499,967) ( 5,560)

( 169,191) -

( 68,188) -
= ( 31,797)
(237,379 ( 31,797)

( 9,948) ( 476)
( 26,917) -
2,800,000 550,000

( 319,558) ( 75,305)
2,443,577 474,219
1,706,231 436,862
436,862 -

$ 2,143,093 $ 436,862

Burcon NutraScience Corporation (formerly Burcon Capital Corp.)

FLOW



N O T E S T O T H E CONSOLIDATED FINANCI AL STATEMENTS

For the year ended March 31, 2600

T.INCORPORATION A N D N AT URE

OF OPERATIONS

A) The Company, incorporated under the laws of the Yukon Territory
on November 3, 1998, was formed as a venture capital pool
corporation (“VCP”) under the rules of the Canadian Venture
Exchange (formerly the Vancouver Stock Exchange) (“CDNX").
On October 18, 1999, the Company changed its name to Burcon
NutraScience Corporation. As a VCP corporation, the Company’s
principal business was to identify and evaluate assets, properties
or businesses for acquisition. On October 8, 1999 the Company
completed its qualifying transaction with the acquisition of
B.M.W. Canola Inc. (“BMW?”) (note 3).

B

On May 30, 2000, BMW changed its name to Burcon NutraScience
(MB) Corp. (“Burcon-MB”). Through Burcon-MB, the Company
intends to become the first commercial marketer of canola protein
isolate in the world. The Company has a patented process for
extracting canola protein isolate from canola meal, a co-product
of the canola seed crushing industry. Through this environmen-
tally responsible proprietary extraction process, the Company is
pioneering a unique plant protein ingredient with nutritional

properties that are essentially the same as animal proteins.

2. SIGNIFICANT ACCOUNTING

POLICIES

Principles of Consolidation
The consolidated financial statements include the accounts of the Company

and its wholly-owned subsidiaries, Burcon-MB and Stilts Corporation.

Use of Estimates
The preparation of these financial statements in accordance with

generally accepted accounting principles requires management to

Burcon NutraScience Corporation

make estimates and assumptions that affect the reported amounts of
assets and liabilities as at the date of the financial statements and
reported amounts of revenues and expenses during the reported period.
Actual results may differ from these estimates.

Financial Instruments

The fair values of the Company’s cash and short-term deposits, goods and
services tax receivable, prepaids and deposits, accounts payable and
accrued liabilities approximate their carrying amounts due to the

immediate or short term to maturity of these financial instruments.

Depreciation and Amortization

Depreciation and amortization are provided at the following rates:
Furniture and equipment 20% declining-balance basis

Leasehold improvements straight-line over term of lease

Goodwill
Goodwill is amortized on a straight-line basis over 7 years.

LACQUISITION

On October 8, 1999, the Company completed the acquisition

of Burcon-MB for the total acquisition cost of $3,193,216, com-
prised of the purchase price of $3,055,000, paid by the issuance of
3.0 million common shares at $1.00 per common share and a cash
payment of $55,000 and direct acquisition costs of $138,216. The
common shares issued under the acquisition of Burcon-MB will be
held in escrow and released as to one-third on each of the first, second
and third anniversaries of the completion of the acquisition. In addi-
tion, 1.0 million of the common shares issued under the acquisition
of Burcon-MB are subject to a further escrow agreement stipulating
that they will be cancelled and returned to the treasury of the
Company if certain milestones have not been met by Burcon-MB by

(formerly Burcon Capital Corp.) 13



N O [ E S T O T H E CONSOLIDATED FINANCI AL STATEMENTS «CP =2)

For the year ended March 31, 2000

October 7, 2001. It is managment’s view that the $1.00 per com- c.ecAarITAL STOCK

mon share value of the shares so issued was supported by the market

, L a) Authorized:
value of the Company’s shares on and about the acquisition date and )

other conditions of closing. Unlimited common shares without par value

The acquisition has been accounted for using the purchase method of b) Issued:

accounting based on exchange values agreed upon by the parties and

Number of
the results of operations from Burcon-MB have been included in the umS}:rzs Amount
consolidated financial statements subsequent to the date of acquisition.
Balance at November 3, 1998
Assets $ 108,791 (date of incorporation) 1 $ -
T . . Issued for cash on
Liabilities, including bank indebtedness of $7,772 ( 176,275) December 29, 1998 3,500,000 350,000
Goodwill 3,260,700 o .
— Issued pursuant to initial public
Total acquisition cost $§ 3,193,216 offering on February 18, 1999 1,000,000 200,000
Share issue costs ( 75,305)
poprEEDoAssEES Balance, March 31, 1999 4,500,001 474,695
Accum?léted Issued for cash on
Depreciation and October 8, 1999 2,700,000 2,700,000
Cost Amortization Net L.
Issued for acquisition of
Furniture and equipment § 134,863  $ (16,207) § 118,656 Burcon-MB 3,000,000 3,000,000
Leasehold improvements 41,150 ( 8,682) 32,468 Exercise of stock options 400,000 80,000
$ 176,013 $ (24,889 § 151,124 Exercise of share purchase warrants 100,000 20,000
Share issue costs ( 320,034)
5.GOO0ODWILL
2000 1999 Balance, March 31, 2000 10,700,001  $5,954,661
Goodwill $ 3,260,700 $ -
Accumulated amortization ( 224,142) -

$ 3,036,558 § -

Burcon NutraScience Corporation (formerly Burcon Capital Corp.)
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6. C APITAL ST OCK (CONTINUED)

On February 18, 1999, the Company completed its initial public
offering, qualified by a prospectus dated January 27, 1999, of
1,000,000 common shares at $0.20 per share, for gross proceeds of
$200,000. Goepel McDermid Inc. (the “Agent”) received a commis-
sion of $20,000 and a corporate finance fee of $7,000 which have
been included in share issue costs. The Company also granted the
Agent a non-transferable warrant to purchase up to 100,000 common
shares in the capital of the Company at a price of $0.20 per common
share for a period of 18 months from the date the common shares
commenced trading on the CDNX (February 19, 1999).

On October 8, 1999, the Company completed the exchange offering
of 2.7 million common shares at $1.00 per common share. Goepel
McDermid Inc. acted as the exclusive agent and received a cash
commission of 3.0% of the gross proceeds from the first 1,350,000
common shares and 7.5% on the subsequent 1,350,000 common
shares and warrants (the “Agent’s Warrants”) to acquire 230,000
common shares in the Company. The Agent’s Warrants have a term
of two years from the closing of the exchange offering and may be
exercised at $1.00 per common share for the first year and at $1.15
per common share in the second year. $2,005,000 of the gross
proceeds will be used to fund the commercialization of Burcon-MB’s
technology, with the balance towards the costs of the acquisition,
exchange offering and general corporate purposes.

During the year, certain directors and officers exercised 400,000
stock options for 400,000 common shares at $0.20 per share. Also
during the year, the Agent exercised share purchase warrants for
100,000 common shares at $0.20 per share.

c) Escrow shares:
At March 31, 2000, a total of 6,500,001 of the Company’s issued
shares are held pursuant to escrow agreements and can only be
released with the consent of regulatory authorities.

FINANCI AL STATEMENTS «CP 3)

d) Share Purchase Options:
As at March 31, 2000, the Company has outstanding options granted
to directors and employees to purchase a total of 450,000 common
shares at $1.40 per share exercisable for a five year period from
December 13, 1999. Subsequent to the year-end, the company granted
incentive stock options to employees to purchase a total of 70,000
common shares at $3.05 per share with an expiry date of June 7, 2005.

e) Private Placement:
The Company entered into a letter agreement whereby the Company
agreed to issue, on a private placement basis, up to 1,650,000 units
at $1.36 per unit. Each unit consists of one common share and one
non-transferable share purchase warrant to purchase an additional
common share at the price of $1.84 per share exercisable two years
from the date of issue of the warrants. No commission or finder’s fee
is payable in connection with this placement. Costs relating to the
private placement have been deferred and included in Deferred
Financing Costs.

The first tranche of 1,275,000 units was completed on May 17, 2000.
The common shares issued under this first tranche of the private
placement are subject to a hold period until September 17, 2000.
In a similar manner, any shares acquired through the exercise of the
warrants will also be subject to the same hold period.

The final tranche of 375,000 units was completed on June 29, 2000.
The common shares issued under the final tranche of the private
placement are subject to a hold period until October 29, 2000. In a
similar manner, any shares acquired through the exercise of the warrants
will also be subject to the same hold period.

Proceeds from the private placement will enable Burcon to pursue
additional objectives, including obtaining regulatory approval for
human consumption of Burcon’s canola protein isolate, conducting
expanded feeding trials and the related scientific analysis of those
trials, initial product branding, product positioning and product
application testing as well as to finance additional patent applications.
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_RESEARCH C OSsTS

The Company incurred the following research costs
for the year ended March 31, 2000:

8

Technical consulting $ 69,644
Salaries and benefits 33,446
Rent 28,639
Depreciation and amortization 19,705
Laboratory operation 18,773
Sample analyses 17,841
Laboratory supplies 11,880
Travel and meals 6,503
Total $ 206,431

S RELATED PARTY TRANSACTIONS

During the year, the Company was charged $34,028 (1999 - $4,710)
for the rental of its office space, for secretarial services, equipment rental
and professional services by a company related by virtue of common
directors and officers, of which $10,856 were included in accounts
payable and accrued liabilities as at March 31, 2000 (1999 - nil).

During the year, the Company was charged $65,368 (1999 - nil)
for management fees, $50,375 (1999 - nil) for consulting fees and
$11,500 (1999 - nil) as non-compete payments by companies related

by virtue of common directors and officers.

. TAX LOSSES CARRYFORWARD

The company has non-capital losses of approximately $458,500 for
income tax purposes which may be deducted in the calculation of tax-

able income in future taxation years. The losses will expire as follows:

FINANCI AL

o .

T

STATEMENTS CP 4)
2005 $ 1,500
2006 63,000
2007 394,000
$ 458,500

COMMITMENTS AND CONTINGENCY

The Company has committed to payments for leased premises totalling
$47,000 over the next year. The Company has also committed to
payments for management fees and office services totalling $68,000
and $5,000, respectively, over the next year.

The Year 2000 Issue arises because many computerized systems use
two digits rather than four to identify a year. Date-sensitive systems
may recognize the year 2000 as 1900 or some other date, resulting
in errors when information using year 2000 dates is processed.

In addition, similar problems may.arise in some systems which use
certain dates in 1999 to represent something other than a date.
Although the change in date has occurred, it is not possible to conclude
that all aspects of the Year 2000 Issue that may affect the entity,
including those related to suppliers or other third parties, have been
fully resolved.

L. CO MPARATIVE

FIGURES

Certain comparative figures have been reclassified to conform with the

current year’s presentation.

Burcon NutraScience Corporation (formerly Burcon Capital Corp.)
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