NOTICE TO READER

This Notice accompanies, and should be read in conjunction with, the (Amended) Annual
Financial Statements of GLG Life Tech Corporation (the “Company”) for the year ending
December 31, 2008 which were filed November 10, 2009 under SEDAR Project No. 01399971.

The refiled Annual Financial Statements are being filed to:

(8) to amend certain disclosure on the basis that the Company has since determined that

one transaction that had been accounted for as a related party transaction should not have
been treated as arelated party transaction; and

(b) to include Notes 32 and 33 which provide for a United States GAAP reconciliation.
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PRICEAVATERHOUSE( COPERS

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Place
250 Howe Street, Suite 700
Vancouver, British Columbia
Canada V6C 3S7

. Telephone +1 604 806 7000
Auditors’ Report Facsimile +1 604 806 7806

To the Directors of
GLG Life Tech Corporation

We have audited the consolidated balance sheet of GLG Life Tech Corporation as at December 31, 2008 and the
consolidated statements of operations, changes in shareholders’ equity and comprehensive income (loss) 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 financial statements based on our
audit.

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

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position
of the company as at December 31, 2008 and the results of its operations, changes in shareholders’ equity and
comprehensive income (loss) and its cash flows for the year then ended in accordance with Canadian generally
accepted accounting principles.

The consolidated financial statements of the company as of December 31, 2007 and for the year then ended were
audited by other auditors whose report dated March 1, 2008, except as for note 1(b), which is at of March 27,
2009, and notes 32 and 33, which are as of October 28, 2009, expressed an unqualified opinion on those
statements.

(signed) PricewaterhouseCoopers LLP

Chartered Accountants

Vancouver, BC
April 1, 2009, except as to notes 32 and 33, which are as of October 28, 2009

Comments by Independent Auditor on Canada — US reporting difference

In the United States, reporting standards for auditors require the addition of an explanatory paragraph (following
the opinion paragraph) when the financial statements are affected by conditions and events that cast substantial
doubt on the company’s ability to continue as going concern, such as those described in note 1 to the 2008
consolidated financial statements of GLG Life Tech Corporation. Our report to the shareholders on the
consolidated financial statements dated April 1, 2009, except as to notes 32 and 33, which are as of October 28,
2009 is expressed in accordance with Canadian reporting standards which do not permit a reference to such
events and conditions in the auditors’ report when these are adequately disclosed in the financial statements.

(signed) PricewaterhouseCoopers LLP
Chartered Accountants

Vancouver, BC
April 1, 2009, except as to notes 32 and 33, which are as of October 28, 2009

“PricewaterhouseCoopers” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership, or, as the context requires, the
PricewaterhouseCoopers global network or other member firms of the network, each of which is a separate and independent legal entity.
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Auditors’ Report

Tothe Director s of
GLG Life Tech Corporation

We have audited the consolidated balance sheet of GLG Life Tech Corporation as at December 31, 2007
and the consolidated statements of operations, changes in shareholders’ equity and comprehensive
income (loss) 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
financia statements based on our audit.

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

In our opinion, these consolidated financial statements present fairly, in al material respects, the financial
position of the company as a December 31, 2007 and the results of its operations, changes in
shareholders’ equity and comprehensive income (loss) and its cash flows for the year then ended in
accordance with Canadian generally accepted accounting principles.

Certified General accountants
Cdgary, Alberta, Canada
March 1, 2008, except asfor Note 1(b), which is as of March 27, 2009,
and as for Note 32 and 33, which are as of October 28, 2009



GLG LIFE TECH CORPORATION
CONSOLIDATED BALANCE SHEETS
(In Canadian Dollarg

December 31, 2008 December 31, 2007
Restated [Note 1(b)]
ASSETS
Current Assts
Cash and cash equivaents $ 7,362,671 $ 28,253,580
Short term investments (N ote 5) 365,785 -
Accounts receivable (Notes 6 and 26) 2,714,114 3,939,045
Interest recei vable (Notes 6 and 26) 3,651 199,546
Loans recavable (Notes 6 and 26) - 1,719,633
Taxesrecoverable (Note7) 1,504,000 1,061,450
Inventory (Note 8) 33,057,690 8,863,190
Prepaid expenses (Note 9) 7,380,086 67,679
52,387,997 44,104,123
Property, Plant, and Equipment (Note 10) 83,366,043 14,006,891
Goodwill 7,587,798 7,587,798
Restricted Cash (Note 11) 100,710 -
L oans Receivable (Notes6and 26) - 144,549
Deferred Charges 125,261 -
Intangible A ssets (Note 12) 30,793,314 28,285,420
$ 174,361,123 $ 94,128,781
LIABILITIES
Current Liabilities
Short term | oans (Note 13) $ 10,231,500 $ -
Accounts payable and acaruals (N ote 14) 17,167,567 1,246,330
Due to related parties (Note 24) - 410,078
Inter est payable (Notes 15 and 18) 1,063,729 395,568
Advancesfrom a customer (Notel5) 24,492,000 6,549,100
Def erred Revenue (Note 16) 1,995,000 -
Convertible debenture (N ote 18) - 4,742,282
54,949,796 13,343,358
FUTURE INCOME TAXES NET (Note 25) 2,414,642 3,887,060
NON-CONTROLLING INTERESTS 167,211 -
SHAREHOLDERS EQUITY
Share capital (Notes19 and 20) 93,355,149 61,052,731
Warrants (Note 19) 11,477,908 15,378511
Equity portion of convertible debenture (Note 18) - 1,513,003
Contributed surplus 3,347,623 1,702,716
Accumulated other comprehensive income 20,696,008 (1,307,926)
Deficit (Note 21) (12,047,214) (1,440,672)
116,829,474 76,898,363
$ 174,361,123 $ 94,128,781
Description of business going concern and restatement (Note 1)
Commitmentsand Contingert Liability (Notes29 and 30)
Subsequent events (Note 31)
APPROV ED ON BEHALF OF THE BOARD:
" BrianPalmieri " Director
" Jinduo Zhang " Director

See Accompanying Notesto the Consolidated Financial Statements



GLG LIFE TECH CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

For the Years Ended December 31, 2008 and 2007
(In Canadian Dollar 9

Y ear ended
December 31
2008 2007
Restated [Note1(b)]
REVENUE
Sales 9,891,318 $ 8,192,865
Commissions - 964,185
9,891,318 9,157,050
COST OF SALES 7,560,490 6,499,954
GROSSPROFIT 2,330,828 2,657,096
GENERAL AND ADM INISTRATIVE EXPENSES 7,217,189 1,607,129
(LOSS) INCOME BEFORE THE UNDERNOTED (4,886,361) 1,049,967
OTHER INCOME (EXPENSES)
Donation (73,337) -
Interest on convertible debentureand advances (Notes 15 and 18) (2,009,638) (1,175,874)
Provisionon loans and receivabl es (Notes 6 and 26) (3,111,351) -
Interest income 820,765 194,288
Redized foreign exchange loss (2,842,894) (308,812)
(7,216,455) (1,290,398)
LOSSBEFORE INCOME TAXESAND
NON-CONTROLLING INTERESTS (12,102,816) (240,431)
INCOM E TAXES RECOVERY (Note 25) 1,428,000 609,861
NET (LOSS) INCOME BEFORE NON-CONTROLLING INTERES] (10,674,816) 369,430
NON-CONTROLLING INTERESTS 68,274 -
NET (LOSS) INCOME (10,606,542) 369,430
DEFICIT, beginning of year (1,440,672) (1,810,102)
DEFICIT, end of year (12,047,214) (1,440,672)
NET (L OSS) INCOME PER SHARE
Basic 0.15) $ 0.01
Diluted (0.15) 0.00
Weighted Aver age Number of Shar es Outstanding
Basic 71,740,424 50,988,982
Diluted 107,554,684 109,702,794

See Accompanying Notes to the Consolidated Financial Satements



GLGLIFE TECH CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOW

For the Years Ended December 31, 2008 and 2007
(In Canadian Dollar 9

2008 2007
Restated
[Note 1(b)]
Cash provided by (used in)
Operating activities
Net i ncome (loss) $ (10,606,542) $ 369,430
Items not affecting cash:
Accretion on convertible debenture 1,257,718 697,925
Stock-based compensation 1,320,575 -
Amortization of property, plant and equipment & intangibles 2,539,869 497,726
Provision onloan and receivables 3,111,371 -
Foreign exchangeloss 2,841,737 254324
Future income tax recovery (1,416,928) (609,861)
Non-controlling interests (68,274) -
(1,020,474) 1,209,544
Changes in non-cash working capital items (Note 22) (18,744,065) (11,335,750)
Cashflow used by operating activities (19,764,539) (10,126,206)
Investing activities
(Increase) Decrease inshort term investment (299,849) 20,000
Increase in loan receivable - (155,843)
Equity contribution by non-controlling interests 253,007 -
Increase in restricted cash (100,710) -
Purchase of intangibl e assets - @
Purchase of property, plant and equpment (42,381,870) (6,478,389)
Cash flow used by investing activities (42,529,422) (6,614,233)
Financing activities
Reduction in subscriptionsreceiveble - 380,492
Increase in short termloan 8,387,169 -
Issuance of common shares 17,844,394 32,251,588
Share isaJance costs (195,000) -
Issuance of warrants - 1,025,297
Repad advance from a cugomer (7,122,367) -
Increase in advance from a customer 20,191,680 6,549,100
Convertible debenture - 4,712,982
Advancesfrom related parties (846,630) 410078
Corwertible note payable - (880,000)
Cash flow from fi nancing activities 38,259,246 44,449 537
Effect of foreign exchange rate changeson cash and cash equivderts 3,143,806 (377,603)
CHANGE IN CASH AND CASH EQUIVALENTS (20,890,909) 27,331,495
CASH AND CASH EQUIVAL ENTS, beginning of period 28,253,580 922,085
CASH AND CASH EQUIVAL ENTS, end of period $ 7,362,671 $ 28,253,580
CAH FLOW SUPPLEMENTARY INFORMATION
I nterest paid $ 654,056 $ 263,395
I ncometaxes rece ved - 5,000
I ncrease in accounts payabl e and accruals rd ated to the purchase of
property, plant and equipment 12,657,383 -

See Accompanying Notesto the Consolidated Financial Statements
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GLG LIFE TECH CORPORATION
Notesto Consolidated Financial Statements
Y ears Ended December 31, 2008 and 2007

1. DESCRIPTION OF BUSINESS, GOING CONCERN AND RESTATEMENT

The Company was incorporated under the Companies Act (British Columbia) on June 5, 1998. On March
14, 2007, the Company changed its name to GLG Life Tech Corporation (“GLG” or the “Company”).
The principa business of the Company isto manufacture and sell arefined form of stevia.

a)

b)

These consolidated financial statements have been prepared on a going concern basis, which assumes
that the Company will continue in operation for the foreseeable future, and, accordingly, will be able to
realize its assets and discharge its liabilities in the normal course of operations.  The Company has
generated negative cash flows from operations, is reliant on external sources of financing and has a
cumulative deficit of $12,047,214 and a working capital deficiency of $2,561,799 as at December 31,
2008. The Company’s ability to continue as a going concern is still dependent upon the ability of the
Company to continue to generate profitable operations in the future and to obtain the necessary
financing to meet its obligations and to repay its liabilities arising from norma business operations
when they come due. The Company must also support its planned capital expanson for the next year.
These circumsances cast significant doubt on the Company’ s ability to continue as a going concern.

Management plans to secure the necessary financing through a combination of renewal of existing
credit facilities, the exercise of existing equity instruments for the purchase of common shares, the issue
of new equity or debt instruments and entering into joint venture arrangements.  Nevertheless, thereis
no assurance that these initiatives will be successful. These consolidated financial statements do not
include any adjustments to the amounts and classification of assets and liabilities that may be necessary
should the Company be unable to continue as a going concern. Such adjustments could be material.

The Company has restated its financial statements as a and for the year ended December 31, 2007 as
follows. (i) In 2007 the proceeds of the convertible debenture were allocated between the liability
portion of the convertible debenture, equity portions of the convertible debenture and warrants using the
residual vaue method. The Company has restated its comparative financial statements to allocate the
proceeds of the convertible debenture using the relative fair value of the liability portion of the
convertible debenture, equity portions of the convertible debenture and warrants. Y ears prior to 2007
were not affected by these changes. This change resulted in an adjustment to interest expense on the
convertible debenture and advances of $617,684, convertible debenture of $1,113,116, equity portion of
convertible debenture of $1,323,186, warrants of $1,025,297, property, plant, and equipment of
$617,684, and resulted in a decrease of net income for 2007 of $617,684 (ii) In 2007 unrealized foreign
exchange gains and losses of $254,324 were recorded in other comprehensive loss and have been
reclassified into unrealized foreign exchange loss (iii) accruals related to equity issuances of $195,000
were not recorded and have been adjusted as an increase in accounts payable and accruals and a
reduction in share capital and (iv) a future income tax ligbility related to the customer relationship
intangible (note 12) was not recognized in 2007 that resulted in an increase in intangible assets of
$4,496,921, future income tax liabilities of $3,887,060 and income tax recovery of $609,861. As a
result of these adjustments, net income was reduced by $262,146.



GLG LIFE TECH CORPORATION
Notesto Consolidated Financial Statements
Y ears Ended December 31, 2008 and 2007

1. DESCRIPTION OF BUSINESS, GOING CONCERN AND RESTATEMENT (continued)

The following tables present the impact of the restatement:

As previoudy
Year ended December 31, 2007 repor ted R estatement As restated
CONSOLIDATED BALANCE SHEETS
Assets
Property, Plant, and Equi pment $ 13389,207 $ 617684 $ 14,006,891
Intangi ble assets 23,788,499 4,496921 28,285,420
Liabilities
Accounts payable and accruas $ 1051,330 $ 195000 $ 1,246,330
Convertible debenture 5,855,398 (1,113116) 4,742,282
Future income taxes net - 3,887,060 3,887,060
Shar enhol ders' equity
Share capitd $ 61247,731 $ (195000) $ 61,052,731
Warrants 14,353,214 1,025,297 15,378511
Equity portion of corvertibledebenture 189,817 1,323,186 1,513,003
Accumul ated other comprehensive loss (1,562,250) 254,324 (1,307,926)
Deficit (1,178,526) (262,146) (1,440,672)
CONSOLIDATED STATEMENT OF OPERATIONS
Other expense
Interest on convertibl e debenture and advance $ (558,190) $ (617684) $ (1,175874)
Foreign exchange loss (54,488) (254,324) (308,812)
Income tax recovery - 609,861 609,861
Net income $ 631,576 $ (262,146) $ 369430
Net income pe share
Basic $ 0.01 - 001
Diluted 001 (0.02) 000
CONSOLIDATED STATEMENT SOF CHANGESIN
SHAREHOLDERS EQUITY AND COM PREHENSIVE
INCOME (LOSS)
Changeinforegncurrency translaion $ (1,691,065 $ 254324 $ (1,436,741)




GLG LIFE TECH CORPORATION
Notesto Consolidated Financial Statements
Y ears Ended December 31, 2008 and 2007

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a)

b)

©)

d)

Principles of consolidation

The Company’s consolidated financia statements have been prepared in accordance with
Canadian generaly accepted accounting principles (“GAAP’), and are presented in Canadian ddllars.

These consolidated financia statements include the accounts of the Company and al its significantly
owned subsidiaries: Qingdao Runde Biotechnology Company Limited, Dongtai Runyang Stevia High
Tech Company Limited, Chuzhou Runhai Stevia High Tech Company Limited, Anhui Bengbu HN
High Tech Development Company Limited, Agricultural High-Tech Developments Limited, and 55%
owned subsidiary, GLG Weider Sweet Naturals Corp.

All significant inter-company bal ances and transactions have been eliminated upon consoli dation.

Cash and cash equivalents

Cash and cash equivalents, which include term deposits and money market funds that are purchased
three months or less from maturity, are presented net of outstanding items including cheques written
but not cleared by the bank as at the balance sheet date.

Short term investments

The Company’s investments consist of term deposits, and are classified as held to maturity for
accounting purposes and are carried on the balance sheets at amortized cost using the effective interest
method. Investments with maturities of greater than ninety days and less than one year are classified
as short-term investments.

Inventory

The Company measures its inventory at the lower of cost or net redizable value (“NRV”) with respect
to raw materials, finished goods and work-in-progress.  NRV for finished goods and work-in-progress
is generally considered to be the selling price in the ordinary course of business |ess the estimated costs
of completion and estimated costs to make the sale.

The Company calculates its inventory on a weighted average basis. Cost of purchase includes
purchase price, applicable taxes and other cogts related to the acquisition of raw materids. Cost of
conversion of inventories includes direct labour, direct production costs, indirect labour, capitalized
interest and fixed production overhead including depreciation.

The Company evaluates its inventories at each period end to determine if a write-down or reversa of
previoudy recorded write-downs in carrying value is required. The write-down and/or reversal of
write-down is recorded in cost of goods sold asrecognized. A lossisrecognized if the net realizable
valueislower than the carrying value.



GLG LIFE TECH CORPORATION
Notesto Consolidated Financial Statements
Y ears Ended December 31, 2008 and 2007

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

S

f)

9

h)

Foreign currency trandation

All of the Company's subsidiaries operate as self-sustaining foreign operaions, and the respective
accounts have been trandated into Canadian dollars in accordance with the current rate method.
Assets and liabilities are trandated at the exchange rates prevailing at the balance shegat dates, and
revenue and expenses are trandated on the basis of average exchange rates during the periods.
Exchange gains or losses arising from the trandation of these accounts are included in the
accumulated other comprehensive income, a component of shareholders' equity, until realized.

Other foreign currency transactions are trandated using the tempora method. Exchange gains or
losses are included in the consolidated statement of operations.

Property, plant and equi pment

Property, plant and equipment are recorded a cost less accumulated amortization. Amortization is
calculated using thefollowing annual rates:

lon exchange resin equipment 15years  sraight-line method (with 10% residual value)
Buildings 20years  draight-line method (with 10% residua value)
Manufacturing equipment and biologica assets 10years  sraight-line method (with 10% residual value)
Mator vehicles, computer equipment and software, 5years  straight-line method (with 10% residual value)
and furniture and fixtures

Beginning January 1, 2008, the Company changed its depreciation rate for lon exchange equipment
from 20 yearsto 15 years. Thisisachangein estimate and has been applied prospectively.

Amortization isnot provided for construction in progress until the assets are ready for use.

Impairment of long-lived assets

Long-lived assets are reviewed for impairment when events and circumstances indicate tha the carrying amount
of an asset may not be recoverable. The Company’s palicy isto record an impairment |oss when it is determined
that the carrying amount of the assets exceeds the sum of the expected undiscounted future cash flows resulting
from use of the asset and its eventual disposition. Impairment losses are measured as the amount by which the
carrying amount of the asset exceeds its fair value and is recognized as an expense in the period of imparment.
Long-lived assets to be disposed of are reported at the lower of the carrying amount or fair value less cost to sdll.

Goodwill

Goodwill represents the cost of acquired businesses in excess of the fair value of net identifiable assets
acquired and arose as aresult of the acquisition of Qingdao Runde Biotechnology Ltd. in fiscal 2006.
Goodwill is tested for impairment a least annually or when indicated by events or changes in
circumstances, by comparing the fair value of a particular reporting unit to its carrying value. When the
carrying value of areporting unit exceeds its fair value, the fair value of the reporting unit's goodwill is
compared with its carrying value to measure any impairment loss.  The last goodwill impairment test
was performed on December 31, 2008.



GLG LIFE TECH CORPORATION
Notesto Consolidated Financial Statements
Y ears Ended December 31, 2008 and 2007

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

i)

k)

m)

Intangible assets

Intangible assets include customer relaionships, patents and technology. Intangible assets are
amortized over the estimated useful life of each asset unless the life is determined to be indefinite. An
intangible asset with an indefinite life is not amortized but will be tested for impairment annually or
more frequently if events or changes in circumstances indicate that the asset might be impaired.
Customer relationships are amortized over a five-year period based on the ratio of actual sales to
planned sdes volume expected from the relationship. Patents and technology are amortized on a
straight-line basis over the expected useful life of 20 years.

Income taxes

Future income taxes are recorded using the asset and liability method. Under the asset and liability
method, future tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financid statement carrying amounts of existing assets and liabilities and
their respective tax bases. Future tax assets and liabilities are measured using the enacted or
substantively enacted tax rates expected to apply when the asset isredlized or the liability settled. The
effect on future tax assets and liabilities of a change in tax rates is recognized in income in the period
that substantive enactment or enactment occurs.

Revenue recognition

Revenue from product sales is recognized when products are shipped to customers and ownership is
transferred to customers, when the price is fixed or determinable and when the ultimate collection is
reasonably assured. Customer prepayments are recorded as advances from customers and revenue is
not recognized until the shipment of goods occurs.

Initial fees and non-refundable payments received by the Company are deferred and amortized into
operations on a straight-line basis over the period of the ongoing involvement of the Company in the
contract if no other objectively measureable performance criteria exists that indicates another method
of recognition ismore appropriate.

L oss per share

The Company uses the treasury stock method to compute the dilutive effect of options, warrants and
similar instruments. Under this method the dilutive effect on 10ss per share is recognized on the use of
the proceeds that could be obtained upon exercising of the options, warrantsand similar instruments. It
assumes that the proceeds would be used to purchase common shares at the average market price
during the period.

Research and devel opment costs

Research costs are expensed in the period in which they are incurred. Development costs are
expensed in the period in which they are incurred unless such development costs meet the criteria
under Canadian GAAP for deferral and amortization. No devel opment costs have been deferred to
date.



GLG LIFE TECH CORPORATION
Notesto Consolidated Financial Statements
Y ears Ended December 31, 2008 and 2007

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

n)

0)

Stock-based compensation

The Company grants stock options and restricted shares to employees, directors, and consultants
pursuant to the Stock Option and Restricted Share Plan.  The Company uses the Black-Schol es option
valuation model to calculate the fair value of stock options.

For stock options and restricted shares granted to directors, officers and employees, the fair value is
estimated on the date of grant and is amortized to compensation expense on a sraight-line basis over
therelated vesting periods.  For stock options and restricted shares granted to non-employees, the fair
value is measured when performance is compl ete, a performance commitment is made or the options
are fully vested and non-forfeitable, whichever is earliest, and the expense is recognized over the
period in which the goods or services from the non-employees are received.

Compensation expense is recorded based on the estimated fair value of options with a corresponding
credit to contributed surplus.  Any consideration received on the exercise of stock optionsis credited
to share capital.

Option pricing models require the input of highly subjective assumptions, induding the expected price
volatility, expected life of the option, and risk-free interest rate. The Company estimates forfeitures at
the grant date and revises the estimate as necessary if subsequent information indicates that actua
forfeitures differ significantly from the original estimate. Changes in these assumptions can
materially affect the fair val ue estimate.

Use of estimates and measurement uncertainty

The preparation of these consolidated financid statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, and disclosure of contingent assets and liabilities a the date of the financia statements and
the reported amounts of revenues and expenses during the year. Significant items subject to such
estimates and assumptions include revenue recognition, the carrying amount of plant and egquipment,
valuation dlowances for receivables and inventories, the valuation of goodwill, intangible assets,
warrants, convertible debenture and stock based compensation. Actual results may differ from those
estimates.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

p)

q)

Capitalization of interest costs

Interest and accretion on long term debt associated with the construction of long term assets and
interest on advances from a customer are capitalized into property, plant and equipment and inventory,
where the borrowing cogt is attributable to the acquisition, construction or production of a qualifying
asset. A quaifying asset isan asset that necessarily takes a substantial period of time to get ready for
itsintended use or sale.

Where funds were borrowed specifically for obtaining a qualifying asset, the amount of borrowing
costs digible for capitalization is determined as the product of the average accumulated costs and
average interest rate agpplicable to the borrowing. The interest cost of debt attributable to the
construction of major new facilities is capitaized during the construction period until the facilities are
substantialy complete. Interest costs of debt attributable to inventory is capitalized based on the cost of
raw materials until the raw materials are transferred into work-in-progress. Interest on funds borrowed
that are not specific to obtaining a qualifying asset are expensed as incurred.

Capitalized interest cannot exceed the actual interest incurred.

Financial instruments

The Company classifies its financial ingruments into one of the following categories:.
held-for-trading (assets and liabilities), assets available-for-sale, loans and receivables, assets
held-to-maturity and other financial liabilities.  All financial instruments are measured at fair value on
initia recognition. Transaction costs are included in the initial carrying amount of financial
instruments except for held-for-trading items in which case transaction costs are expensed asincurred.
Measurement in subseguent periods depends on the classification of the financial instrument.

Financial assets and liabilities “held-for-trading” are subsequently measured at fair value with changes
in fair value recognized in operaions. Financial assets “available-for-sale’ are subsequently
measured at fair vaue with changes in fair value recognized in other comprehensive income.
Financial assets “held-to-maturity”, “loans and recelvables’, and “cother financial liabilities’ are
subsequently amortized using the effective interest rate method.

Financial instruments that are derivative contracts are considered “held-for-trading” unless they are
designed as a hedge. Cash and cash equivalents, and short term investments are classified as
“held-for-trading” and are measured at carrying value which approximates fair value due to the
short-term nature of these instruments.  Accounts receivable and certain other assetsthat are financia
instruments are classified as “loans and recelvables’. Short term bank loans, accounts payable,
interest payable, advance from a customer, and convertible debenture are classified as “other financial
liabilities’. The Company currently does not have any hedges.
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3. CHANGESIN ACCOUNTING POLICIES
Accounting policiesimplemented effective January 1, 2008

In October 2006, the CICA issued Hanbook Section 1535 “Capita Disclosures’ requires disclosure
regarding what the Company defines as capital and its objectives, policy and processes for managing
capital. In addition, disclosures are to include whether companies have complied with externaly
imposed capital requirements and, if not, the consequences of such non-compliance. Additiona
disclosure has been provided in Note 27.

In October 2006, the CICA issued Handbook Section 3862 “Financia Instruments — Disclosure” and
Section 3863 “Financial Indruments — Presentation” have replaced Section 3861 “Financid
Ingruments — Disclosure and Presentation”. These new sections incorporate many of the disclosure
requirements of Section 3861, but place an increased emphasis on disclosure about risk, including both
gualitative and quantitative information about the risk exposures arisng from financial ingruments.
Additiona disclosure has been provided in Note 26.

In May 2007, the CICA issued Handbook Section 3031, “Inventories’. The standard introduces
changes to the measurement and disclosure of inventory and is consistent with International Financial
Reporting Standards.  The Company adopted the measurement provisions of the standard effective
January 1, 2008. The adoption of this standard did not have an impact on this Company's
consolidated financial statements. Additiona disclosure has been provided in Note 8.

4. RECENT ACCOUNTING PRONOUNCEMENTS

In 2008, the CICA issued Handbook Section 3064, “Goodwill and Intangible Assets” which replaces
Section 3062, “Goodwill and Intangible Assets’, and Section 3450, “Research and Devel opment Costs’,
and establishes standards for the recognition, measurement and disclosure of goodwill and intangible
assets. This new standard is effective for the Company’s interim and annua consolidated financial
statements commencing January 1, 2009. The Company is currently assessing the impact of the new
standard on itsfinancial satements.

In January 2009, the CICA issued Handbook Section 1582, “Business Combinations’, which requires
that al assets and liahilities of an acquired business be recorded at fair val ue at acquisition. Obligations
for contingent consideration and contingencieswill aso be recorded at fair value at the acquisition date.
The standard also states that acquisition-related costs will be expensed asincurred and that restructuring
charges will be expensed in the periods after the acquisition date. The Section applies prospectively to
business combinations for which the acquisition date is on or after the beginning of the first annual
reporting period on or after January 1, 2011. The Company is currently assessing the impact of the new
standard on itsfinancial satements.

In January 2009, the CICA issued Handbook Section 1601, “Consolidations’ (“CICA 1601"), and
Section 1602, “Non-controlling Interests’ (“CICA 1602"). CICA 1601 establishes standards for the
preparation of consolidated financial statements. CICA 1602 establishes standards for accounting for a
non-controlling interest in a subsidiary in consolidated financia statements subsequent to a business
combination. These standards apply to interim and annual consolidated financial statementsrelating to
fiscal years beginning on or after January 1, 2011. The Company is currently assessing the impact of the
new standard on its financial statements.

In January 2009, the CICA issued EIC Abstract 173, “Credit Risk and the Fair Value of Financial
Assets and Financial Liabilities’. The EIC requires the Company to take into account the Company’'s
own credit risk and the credit risk of the counterparty in determining the fair value of financial assets
and financid liabilities, including derivative insruments. The Company is currently assessing the
impact of the new standard on itsfinancia statements.
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5. SHORT TERM INVESTMENTS

At December 31, 2008, the Company has $365,785 (RMB 2,037,800) (2007 — nil) of 6-month term deposits
with the Bank of China, which bear interest at arate of 3.78% per annum.

6. ACCOUNTSRECEIVABLE, INTEREST RECEIVABLE, AND LOANSRECEIVABLE

2008 2007
Accountsreceivable $ 3336,143 % 3,939,045
| essall owance of doubtful accounts (622,029) -
2,714,114 3,939,045
| ntered recavable 202,971 199,546
| essallowance of doubtful accounts (199,320) -
3,651 199,546
Loansreceivable 2,290,002 1,864,182
| essall owance of doubtful accounts (2,290,002) -
- 1,864,182
current portion (1,719,633)
- 144,549

Since 2005, the Company has been engaged in the distribution of stevia and other nutritional health products
produced or sourced by or on behalf of the Company in China through Shandong Yong He Tang Health
Products Chain Stores Limited (“YHT”). The Company extended loansto YHT in 2005 and 2006 to support
the growth of YHT's marketing efforts. The loans are not secured and were valued at $2,290,002
(US$1,870,000) at December 31, 2008. As at December 31, 2008, the Company’s accounts receivable and
interest receivable included $622,029 and $199,320, respectively, owing from YHT.

During 2008, the Company reduced itsinvolvement with YHT and on September 8, 2008 entered into a Heads
of Agreement with YHT. In accordance with the Heads of Agreement, which isnon-binding, the Company will
convert all amounts owing from YHT into an equity investment.  As part of this agreement, the Company has
agreed to extend the due date of the loans to June 2009.

As the Heads of Agreement is non-binding and due to the uncertainty associated with the collectability of
amounts owed by YHT including entering into a definitive binding agreement, the Company has recorded an
allowance of $3,111,351 against the loans, interest and accounts receivable. The all owance has been recorded
as part of other expenses in the consolidated statement of operati ons.

7. TAXESRECOVERABLE

The taxes are value-added taxes paid on purchases in China and GST paid in Canada. These taxes are
recoverabl e from the respective authorities upon filing of the prescribed returns.
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8. INVENTORY

For the year ended December 31, 2008, the amount of inventories recognized as expense was $7,560,490
(2007 - $6,499,954). There was no write-down of inventories recognized as an expense, nor any reversal of
any write-down. Interest capitalized as a cost of inventory was $523,272 for the year ended December 31,

2008 (2007 —nil).

2008 2007
Rav material $ 22,920,668 $ 8,329,402
Work in process 8,905,270 95,101
Finished goods 1,231,752 438,687
$ 33,057,690 $ 8,863,190
9. PREPAID EXPENSES
2008 2007
Prepayment for raw material $ 4,037362 $ -
Prepayment f or construstion and equipment 2,751,191 -
I ngurance 65,644 -
Prepai d design engineering - 29,630
Rent - 26,169
Other 525,889 11,880
$ 7,380,086 $ 67,679

Of the $4,037,362 of raw material prepayment, $1,346,250 was a raw materia deposit paid to a related
company. The transaction was not completed and the balance was fully refunded to the Company

subsequent to the year end.

10. PROPERTY, PLANT AND EQUIPMENT — Restated [Note 1(b)]

2008 2007 Restaed [Note 1(b)]
Accumulated Ne& Book Accumulaed Net Book
Cost Amor tization Value Cost Amortization Value

lon exchange resin equi pment $ 9,673,435 $ 944565 $ 8,728,870 $ 7,291,452 $ 278141 $  7,013311
Manufacturing equi pment

ard Biological assets 7,951,867 730,566 7,221,301 2512,696 175,288 2,337408
Buildings 2,809,244 112,508 2,696,736 1,143,505 39,651 1,103854
Lessehold land wse rightsand

Congr uction in progress 64,238,039 64,238,039 3,448,855 - 3,448,855
Computer equipment and software 377,080 15,556 361,524 28,129 22,196 5933
Motor vehiclesand

Furnitur e and fixture 142,843 23,270 119,573 102,404 4,874 97,530

$ 85,192,508 $ 1,826,465$ 83366043 $ 14527,041 $ 520150 $ 14,006,891
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10. PROPERTY, PLANT AND EQUIPMENT (continued)

11

12.

Congtruction in progress is the cost related to the construction of two new leaf processing facilities at its
subsidiaries Runhai in Mingguang and Runyang in Dongtai, China.

The leasehold represents land use rights for a term of 50 years. Under the Peopl€' s Republic of China
(“PRC") law, land use rights can be revoked and the tenants can be forced to vacate at any time when
re-development of the land isin the public interest.

The total amortization charge to the Cost of Sales for the year was $953,995 (2007 — $476,727).

Interest capitalized during the year was $537,430 (2007 — $879,405).

Property, plant and equipment have been pledged as general collaterd for the line of credit facilities available
to the Chinese subsidiaries (Note 26d)

RESTRICTED CASH

The Company isrequired to hold a guaranteed investment certifi cate with abank as collateral for the
Company's credit cards issued to severa employees.

INTANGIBLE ASSETS— Restated [Note 1(b)]
2008 2007 Restated [Note 1(b)]
Accumul ated Net Book Accumulated Net Book
Cost Amortization Value Cod Amortizaion Value
Customer rdationship $ 15416254 $ 208,230 $ 15208024 $ 15416254 $ 5,836 $ 15,410,418
Intangi ble from AHT D acquisition 16,243,752 658,462 15,585,290 12,875,002 - 12,875,002
$ 31,660,006 $ 866,692 $ 30,793,314 $ 28291256 $ 5836 $ 28285420

a) Customer relationship

In conjunction with signing the five year supply agreement with Cargill Incorporated (“Strategic
Customer™), the Company issued share purchase warrantsin July 2007.  Since the Company expected to
obtain future economic benefits from the relationship an intangible was recorded as the fair vaue of
consideration given to enter into the contract.

The firgt warrant alowed the Strategic Customer to purchase 14,365,642 common shares of the Company
at an exercise price of $3.50 per share. A second warrant allowed the Strategic Customer to purchase
5,223,943 common shares at an exercise price of $4.44 per share.

The warrants were valued at $10,919,330 using the Black-Scholes Option Pricing Model, with the
foll owing assumptions:

Risk-freeinterest rate 4%
Dividendyied: 0%
Volatility: 45%
Expected timeto maturity: various from 7 monthsto 21 months depending on

the lives of the warrants.

The customer relationship is amortized over a five-year period based on the ratio of actua sdes to
planned sales volume expected to be generated under the contract.
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12.

INTANGIBLE ASSETS (continued)

b) Intangiblefrom AHTD acquisition

On December 27, 2007, the Company acquired all issued and outstanding shares of Agricultural
High-Tech Developments Limited (AHTD), a company incorporated under the laws of the Marshal
Idands. AHTD owns patents relating to new stevia seedling and breeding technology. One patent has
been registered with the Chinese government and another one is pending.

The purchase price consigts of 12,500,000 common shares of the Company. 3,750,000 common shares
valued at $3.43 per share were issued on December 27, 2007 and 4,375,000 valued at $0.77 were issued
on November 27, 2008. The balance of the 4,375,000 common shares will be issued based on the stevia
seedling providing a certain amount of production in 2009. The value of the common shares issued is
based on the value of the Company’s common shares on the date the production targets are achieved and
the Company is committed to the issuance.

The intangible assets are estimated to have a useful life of 20 years and are amortized over that period,
subject to an annual impairment review.

13. SHORT TERM LOANS

In 2008, the Company obtained two |oans to finance its expansion. A loan of $6,641,500 (RMB 37,000,000),
which was obtained from Dongtai Rural Credit Union, bears interest of 6.66% per annum and matures on
November 20, 2009. The loan is secured by the property, plant and equipment of one of the Company's
subsidiaries which has a carrying value of $33,854,428.

A loan of $3,590,000 (RMB 20,000,000), which was obtained from Construction Bank of China, bears interest
of 5.31% pe annum and matures on December 25, 2009. The loan is secured by one of the Company's
subsidiaries which has a carrying value of $34,262,497.

14. ACCOUNTSPAYABLE AND ACCRUALS - Restated [Note 1(b)]

200/
Restaed
2008 [Note 1(b)]
Rav material $ 2687,714 $ 92,077
Construstion and equipment 12,720,270 62,887
Consulting fees 75,000 210,000
Trade payable 1,323,217 609,265
Other 361,366 272,101
$ 17167567 $ 1,246,330

Consulting fees payable of $75,000 (2007 - $210,000) resulted from consulting services provided by the
Company's management (Note 24).
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15. ADVANCESFROM A CUSTOMER AND INTEREST PAYABLE

16.

17.

In 2007, the Company signed a five year supply agreement and a prepayment agreement for 2007 and 2008
orders whereby the Strategic Customer financed up to US$7,000,000 for the purchase of stevia leaves, which
was further processed into the stevia extract to be shipped to the customer.  The principa balance of the
advance as of December 31, 2007 was $6,549,100.

The prepayment was repaid by way of the sde of stevia extractsto the Strategic Customer.  Interest at LIBOR
+ 3.25% was charged per annum, payable on a quarterly basis until September 15, 2008, original maturity date
of the balance, and LIBOR + 10.5% from September 16, 2008 to November 30, 2008 when the advance was
repaidin full.

In July 2008, the Company entered into another supply and prepayment agreement whereby the Strategic
Customer financed $24,492,000 (US$20,000,000) for the purchase of stevia leaves for 2009 orders, which
shall be further processed into the stevia extract to be shipped to the Strategic Customer.  The prepayment and
accrued interest will be repaid by way of the sale of stevia extracts to the Strategic Customer. Interest at
LIBOR + 6% is charged per annum. The prepayment is collateralized by a general security agreement over
all assets of the Company. There is a covenant that at any time during the advance remains outstanding, the
Company cannot incur more than US$80 million of indebtedness for plant expenditure or additional |eaf
financing beyond the US $20 million associated with this prepayment.  The principa balance of the advance
as of December 31, 2008 was $24,492,000 (US$20,000,000) and interest accrued for the year was $1,063,729
(US$868,634).

DEFERRED REVENUE

In July 2008, an upfront non-refundabl e fee of US$2,500,000 was received as part of a supply agreement with
the Strategic Customer that requires a minimum quantity of stevia to be ddlivered by the Company over a one
year period. This payment was deferred and is being recognized as revenue over a one year period from
October 1, 2008 to September 30, 2009. The balance of the deferred revenue was $1,995,000 as at December
31, 2008 (2007 —nil).

ECONOMI|C DEPENDENCE

In 2007, the Company entered into a five year renewable supply agreement with the Strategic Customer to
supply the Strategi c Customer with stevia product and replaced that agreement with a 10-year strategic aliance
agreement with the Strategic Customer in May 2008. The agreement outlines annual minimum purchase and
supply quantities over the term of the agreement. For each of years two and three, once volume and price have
been agreed, The Strategic Customer will be required to either take the committed volume or pay the agreed
price.

The supply agreement with the Strategic Customer accounts for 77% of revenue for the year ended December
31, 2008 (2007 - 23%).

The Company also received an advance from the Strategic Customer in fiscal 2008 as described in note 15.
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18. CONVERTIBLE DEBENTURE — Restated [Note 1(b)]

On June 22, 2007, the Company issued a convertible debenture and share purchase warrants for total gross
proceeds of $6,000,000. The convertible debenture was due on June 30, 2008 and bore interest a arate of
12% pe annum, payable semi-annudly in arrears beginning on December 31, 2007. The convertible
debenture was convertible at the option of the holder into common shares with the first third of the principa
convertible at a conversion price of $2.80 per common share, the second third of the principal convertible at
$3.05 per common share and the remaining third at $3.30 per common share (Note 19b).

The convertible debenture was issued with warrants to purchase up to 1,200,000 common shares of the
Company. The warrants expire on June 22, 2009 and are each exercisable for one common share at $3.05 for
the first 600,000 common shares and $3.30 for the second 600,000 common shares.

The Company allocated the gross proceeds received of $6,000,000 from the issuance of the convertible
debenture and warrants on a relative fair value basis as follows:  $3,346,432 to the convertible debenture,
$1,513,003 to the equity component of the convertible debenture, and $1,140,566 to the warrants. The fair
value of the convertible debenture was determined based on the future payments of principal and interest for a
debt instrument of comparable maturity and credit quality but excluding any conversion option by the holder.
The convertible debentures carry an effective interest rate of 18%. The warrants were valued using the
Black-Scholes option pricing model using arisk-free interest rate of 4.06%, an expected life of 2 years and a
volatility of 85%. The fair value of the equity component of the convertible debentures was valued using the
Black-Scholes option pricing model using a risk-free interest rate of 4.67%, an expected life of 1 year and a
volatility of 85%. A change in the method of allocating the gross proceeds of the convertible debenture
between the liability portion of the convertible debenture, equity portion of the convertible debenture and
warrants resulted in arestatement (Note 1b).

Over the term of the convertible debenture, the fair value of the convertible debenture was accreted to its face
value. During the year ended December 31, 2008, the Company recorded accretion of $1,257,718 (2007 -
$1,395,850) related to the convertible debenture as a charge to accretion expense and capitali zed interest with a
corresponding credit to the liability component of the convertible debenture based on a straight line method
which approximates the effective interest method. Half of the interest was capitalized in accordance with the
Company's accounting policies until the underlying assets were put in operation and haf of the interest was
expensed in the consoli dated statements of operations.

At December 31, 2007 the convertible debenture had a carrying value of $4,742,282 and on June 30, 2008 the
convertible debenture was converted into 1,976,082 common shares of the Company.

19. SHARE CAPITAL — Restated [Note 1(b)]
a) Capital Stock

Authorized
Unlimited number of common shares with no par value

Common shares
The holders of common shares are entitled to one vote per share
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19. SHARE CAPITAL (continued)

Number of
Shar es Amount
Balance at December 31, 2006, 49,857,394 19,179,824
reflecting the effect of the March 14, 2007
(3:1) stodk consolidation.
Options exercised 226,666 132,935
Sharesissued for savice 250,000 300,000
Private Placement 11,500,000 28,564,972
Sharesissued for AHTD intangible (N ote 12) 3,750,000 12,875,000
Balance at December 31, 2007 65,584,060 61,052,731
Warants exercied 5,085,839 20,235,133
Options exercised 208,067 125,527
| suarce of restricted shares 1,290,614 1,060,004
Convetible debenture converted i nto conmon shares (Note 18) 1,976,082 7,513,004
Sharesissuad for AHTD intangibl e (N ote 12) 4,375,000 3,368,750
Balance at December 31, 2008 78,519,662 93,355,149

To finance the Company’s plant and operations expansion, the Company raised gross proceeds of $34.5 million
through a private placement in December 2007. The private placement conssted of 11,500,000 common shares at
$3.00 per share and one half of one common share purchase warrant. Each whole warrant entitles the holder to
purchase one common share of the Company at an exercise price of $4.50 per common share for a period of 18
months from the closing of the private placement. The Company valued the warrants at $2,504,987 using the
following assumptions:

Risk-freeinterest rate 10%
Dividendyied: 0%
Volatility: 42%
Expected timeto maturity: 18 months

The Company paid a cash commission equal to six percent of the gross proceeds of this private placement. The
broker was also granted a number of compensation warrants equal to six percent of the total number of units sold
pursuant to the offering, valued at $150,299. Each compensation warrant entitles the holder thereof to acquire one
unit at an exercise price of $3.00 per unit on the sameterms and conditions of the offering, for a period of 18 months
from the closing of the offering.  The Company also granted another broker 690,000 warrants valued at $663,330
as compensation for the private placement. Including other related share issuance costs, the Company charged a
total of $3,279,742 against share capital.
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19.

20.

SHARE CAPITAL  (continued)

b) Warrants—Restated [Note 1(b)]

A summary of the Company's share purchase warrants at December 31, 2008 and the changes since
December 31, 2006 is presented below:

Number of
Warr ants Amount
Balance at December 31, 2006, - $ -
Private Placement 6,785,000 3,318,616
Warrarts issued to a customer 19,589,585 10,919,330
Warrarts issued with converti ble debenture 1,200,000 1,140,565
Balance at December 31, 2007 27,574585 $ 15,378,511
Warrarts exercised by acusomer (5,085,839) (2,453,160)
Warrarts expired (3,591411) (1,447,443)
Balance at December 31, 2008 18,897335 $ 11,477,908

The following table summarizes informati on about the warrants outstanding at December 31, 2008:

Weghtedaverage Number outdanding a D ecenmber

Expiry date exercise prices 31, 2008
March 31,2009 $ 3.95 10,912,335
June 11, 2009 4.35 6,785,000
June 22, 2009 3.18 1,200,000
4.04 18,897,335

Subsequent to December 31, 2008, 10,912,335 of warrants granted to the Strategic Customer expired
unexercised (Note 31).

STOCK OPTIONSAND RESTRICTED SHARES

The Company is subject to the palicies of the Toronto Stock Exchange (“TSX”), under which it is authorized
to grant options to officers, directors, employees and consultants enabling them to purchase common stock of
the Company. The Company has one stock option and restricted shares plan (“Plan”) which was amended
and effective as of May 16, 2008. The Plan is administered by the Board of Directors, which determines
individual igibility under the Plan.

Stock options

Under the Plan, options granted are non-assignable and the number of common shares available for issueis a
maximum of 10% of the issued and outstanding common shares of the Company inclusive of any restricted
shares granted under the Plan. The maximum term of an option is5 years after the date of grant.

The fair value of the options granted in 2008 has been estimated as of the date of grant using the Black-Scholes
option pricing mode with the foll owing wei ghted average assumptions:
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20.

STOCK OPTIONS AND RESTRICTED SHARES (continued)

Rik - free interest rete: 3%
Dividend yield: 0%
Volatility: 141%
Expected optionlife 5 years
Expected forfeitures peryear 5%

The following isa summary of option transactions:

Weghted Average
Exercise Price Per
Number of Shares Share

Bdance, December 31, 2006 5,828,067 $ 0.30
Optionsexercised (226,667) 0.30
Optionsforfeited (33,333) 0.30
Bdance, December 31, 2007 5,568,067 $ 0.30
Optionsgranted 183,866 391
Optionsexercised (208,067) 0.30
Bdance, December 31, 2008 5,543,866 $ 042

The following table summarizes informati on about stock options outstanding at December 31, 2008:

Weighted Average Number Exercissble
Exercise Number Outstarding & Rerraining Contractud Weighted Average  a Decembe 31, Weighted Average
Prices Decembe 31, 2008 Life (Yeas) Exerdse Frice 2008 Exercige Price
$ 0.30 5,360,000 172 $ 0.30 5,360,000 $ 0.30
0.80 5,000 491 0.80 - -
4.00 178,866 462 4.00 - -
5,543,866 181 $ 0.42 5,360,000 $ 0.30

$260,571 has been recorded as stock-based compensation expense on the consolidated statement of operations
for the year ended December 31, 2008 (2007 —nil).

Restricted shares

Under the Plan, restricted shares granted are non-assignable and the number of common shares avail able for
issue is a maximum of 10% of the issued and outstanding common shares in the Company inclusive of any
stock options granted under the Plan.  Holders of restricted shares are entitled to voting rights and dividends.
The maximum vesting period for restricted shares is 5 years from the date of grant. Restricted shares issued
to certain employees have certain performance criteria, which are based on production and financid targets.

During the year ended December 31, 2008, 1,290,614 (2007 — nil) restricted shares were issued with a fair
value of $4,682,000.



GLG LIFE TECH CORPORATION
Notesto Consolidated Financial Statements
Y ears Ended December 31, 2008 and 2007

20. STOCK OPTIONSAND RESTRICTED SHARES (continued)

The vesting periods for restricted stock are as follows:

V esting
Numbers of period  Performance
restricted shares (years based
45436 0.37 No
120,000 1.90 Yes
1,125,178 2.37 Yes
1,290,614 2.26

$1,060,005 has been recorded as stock-based compensation expense on the consolidated statements of
operations for the year ended December 31, 2008 (2007 — nil) based on achieving certain performance
conditions.

21. RESERVE FOR EMPLOYEE BENEFITS

The laws in Chinarequire al wholly owned foreign entities to set aside 10% of retained earnings as a general
reserve fund for employee benefits until such a fund has reached 50% of the Company's regisered capital.
The amount of the Company’s reserveis $298,438 for the year ended December 31, 2008 (2007 - $139,474).

22. CHANGESIN NON-CASH WORKING CAPITAL - Regated [Note 1(b)]

2008 2007

Regated [ note 1(b)]
Acoountsreceivable $ 1534,415 $ (3,463,149)
I ntereg receiveble (2,772 (102,309)
T axes recoverable (84,099) (1,037,760)
I nventory (14,410,203) (8,718,071)
Prepai d expenses (6,016,902) 1,560,515
Deferred charges (102,682) -
Accounts payable (1,659,795) 29,454
| nteregt payable 2,973 395,570
Deferred revenue 1,995,000

$

(18,744,065 $

(11,335, 750)
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23. SEGMENTED INFORMATION — Restated [Note 1(b)]

The Company operates in one reportable operating segment, being the manufacturing and selling of a refined

form of stevia and has operations in Canada and China.

December 31, 2008 Canada China
Property, Plant, and Equipment $ 875 $ 83,365,168 $ 83,366,043
Revenue 894,001 8,997,317 9,891,318
Chna

Restated
December 31, 2007 Canada [Note 1(b)] Totd
Property, Plant, and Equipment  $ 9,479 $ 13,997,412 $ 14,006,891
Revenue 964,185 8,192,865 9,157,050

24. RELATED PARTY TRANSACTIONS

During the year, the Company entered into the following transactions with rel ated parties:

a)

b)

d)

Pursuant to consulting agreements between the Company and officers of the Company, consulting fees of
$476,098 were expensed for the year ended December 31, 2008 (2007 - $294,681) of which $75,000
remained as an accounts payabl e as at December 31, 2008 (2007 - $210,000).

Pursuant to a management services agreement, the Company recorded management expenses of $365,475
(2007 — nil) to a company controlled by senior executives for management services provided to the
Company.

The Company entered into a 5-year facility rental agreement expiring on December 31, 2011 with a
company that two officers have ownership interest in.  The Company recorded rentd expense of $76,800
(RMB 500,000) (2007 — $70,600 or RMB 500,000). The commitment for the remaining three years is
$230,400 (RMB 1,500,000). As at December 31, 2008, $76,000 (RMB500,000) (2007 - nil) remained as
an account payable.

In 2007, the Company borrowed $410,078 (US$400,000) to pay for the initial capitalization of one of the
subsidiaries from a company of which two of the Company’ s directors and officers are shareholders.  The
amount was fully repaid in January 2008.

These transactions were measured at the exchange amount, which is the amount of consideration established
and agreed to by therelated parties.
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25. INCOME TAXES- Restated [Note 1(b)]

a) Futuretax assetsand liabilities

2007 Restated
2008 [Note 1(b)]

Non-capitd loss carry-forwards $ 1584,773 $ 611,606

I nventory (157,056) -

Net capitd | oss cary-forwards 571,460 -

Deferred revenue 598,500 -
I ntangibl e assets (4,278,898) (4,496,920)
Property, plant and equi pment (343,458) (231,189)
Cumulated eligible capitd 220,945 229,443
(1,803,734) (3,887,060)

Lessvdudion allowarce (610,908) -
Future income tax liability $ (2414,642) $ (3,887,060)

b) Effectivetaxrate

Income tax expense (recovery) differs from the amount that would be computed by applying the
combined federa and provincial statutory income tax rates of 31% (2007 — 34.12%) to income before

incometaxes. Thereasons for the differences are as follows:

2007
Redated
2008 [Note 1(b)]

Tax recovery a statutory raes $ (3751,873) $ (82,035)
I ncrease (decrease) resulting from:

Permanent ard other differences 1,597,370 554,839

Changeintax rates 326,508 141,780

Foreign tax rae differences (316,994) (527,413)

Expiry of prior year losses 106,081 305,088

Change i n vauation allowance 610,908 (1,002,120)

$ (1,428,000) $ (609,861)
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25. INCOME TAXES (continued)

¢) Canadian and Chinaincome taxes

200/
Regated
2008 [Note 1(b)]
Provisionfor income taxes
Current tax provision
Canadian - -
China - -
Future tax recovery
Canadian (1,164,597) (609,861)
China (263,403) -
(1,428,000) (609,861)

d) Lossescarryforward

The Company has non-capita losses carried forward of approximatdy $5,577,934, which are available to
reduce income of future yearsin Canada and China and which expire as follows:

2009 312,482
2013 1479,653
2014 24,502
2015 146,386
2027 881,565
2028 2,733,346
Total 5,577,934

The Company's Canadian parent and subsidiary are subject to Canadian income taxes while the subsidiariesin
China are subject to Chinese income taxes. One of the Chinese subsidiaries is fully exempted from Chinese
income taxes for the first two profitable years and will be taxed at half of the 33% statutory rate in China for
the following threeyears. Thefirst two years of full exemption on taxable income expired by end of 2008.

26. FINANCIAL INSTRUMENTS

a) Categoriesof financia assets and liabilities

Financial instruments are classified into one of the following five categories:

held-for-trading,

hel d-to-maturity investments, loans and receivabl es, available-for-sale financial assets, and other financial
liabilities. The carrying value of the Company’s financid instruments is classified into the following

categories.
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26.

b)

FINANCIAL INSTRUMENTS (continued)

2008 2007
Held-for-trading $ 7,829,166 $ 28,253,580
Loans and receivables 2,717,765 6,002,773
Cther financid liabilities 52,954,796 13,343,358

The carrying value of the financial assets, less provision for impairment if applicable, approximates the fair
value because of the short-term nature of these instruments. The fair values of the Company’s financia
liahilities, including accounts payables and accruals, customer advances and interest payable were below
carrying values as at December 31, 2008 due to the liquidity and going concern issues of the Company
described in note 1. The fair value of the Company’ s short-term loans which bear a fixed interest rate
approximate their fair vaues since they were drawn in November and December 2008, they are short term
in nature and are secured by certain assets of the Company.

Interest income, other gains and losses from “held-for-trading,” “loans and receivables’ and “other
financial liabilities’” arerecognized in other income (expense).

The following table summarizes interest income and expense under the effective interest method:

2008 2007
I nteres income from he d-f or-trading $ 820,765 $ 78,499
I nteres income from loans and recevables - 115,789
I ntered expense from othe financial liabilities (2,009,638) (1,175,873)

Credit risk

Credit risk istherisk of loss associated with the counterparty’s inability to fulfill its payment obligations.

The Company’'s primary credit risk is on its cash and cash equivalents redtricted cash, accounts
receivable, and loan receivable.

The Company limits its exposure to credit risk by placing its cash and cash equivalents and restricted cash
with various financial ingtitutions.  Given the current economic environment, the Company monitors the
credit quality of the financial ingtitutionsit dealswith on a ongoing basis.

Credit risk with respect to accounts receivable is concentrated as one customer accounted for 71% of total
trade accounts recelvable. The following table provides information regarding the aging of financial
assets that are past due but which are not impaired.

0-30 days 3190 days over 90days Totd

Dollar Amount 2,021,232 $0 $692,882 $2,714,114
% of total accourts receivable 74% 0% 26% 100%
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26.

©)

FINANCIAL INSTRUMENTS (continued)

The Company reviews financia assets, including past due accounts, on an ongoing basis with the
objective of identifying potentia events or circumstances which could delay or prevent the collection of
funds on atimely basis. As at December 31, 2008, the Company has a provision of $3,111,351 against
accounts receivable, interest receivable, and loan receivable from YHT, the collection of which are
considered doubtful (Note 6).

Reconciliation of changes in alowance for doubtful accounts:

2008 2007
Bdance - Begiming of year $ - $ -
I ncrease i n allowance for doubtful accourts
Accountsrecevable 622,029 -
| ntered receivable 199,320 -
Loanreceivable 2,290,002 -
Bdance - End of year 3,111,351 -

The Company has a high concentration of credit risk as the accounts receivable and |oan receivable were
owed by fewer than five customers. However, the Company believes that it does not require collateral to
support the carrying value of these financial instruments. The carrying amount of financial assets
represents the maximum credit exposure. Based on historic default rates, the Company believes that there
are minimal requirements for an allowance for doubtful accounts other than accounts, interest and loan
receivable balances due from YHT. To mitigate credit risk the Company also requests deposits from
customersin certain circumstances.

Foreign exchange risk

Foreign exchange risk is the risk that the fair value or future cash flows of a financid instrument will
fluctuate because of a change in foreign exchangerates. The Company conducts its business primarily in
U.S. dollars, RMB, Canadian ddllars and Hong Kong dollars.  The Company is exposed to currency risk
asthefunctiona currency of its subsidiaries is other than Canadian dollars.

The majority of the Company’s assets are held in subsidiaries whose functiona currency is the RMB.
The RMB is not a freely convertible currency. Many foreign currency exchange transactions involving
RMB, including foreign exchange transactions under the Company’s capital account, are subject to foreign
exchange controls and require the approval of the PRC State Adminidration of Foreign Exchange.
Developments rdating to the PRC's economy and actions taken by the PRC government could cause
future foreign exchange rates to vary significantly from current or historical rates. The Company cannot
predict nor give any assurance of its future stability. Future fluctuations in exchange rates may adversely
affect the value, trandated or converted into Canadian dollars of the Company’s net assets and net profits.
The Company cannot give any assurance that any future movements in the exchange rates of RMB against
the Canadian dollar and other foreign currencies will not adversdly affect itsresults of operations, financial
condition and cash flows. The Company does not use derivative instruments to reduce its exposure to
foreign currency risk.

All of the Company’s operations are considered sdlf-sustaining operations. The assets and liabilities of the
sdlf-sustaining operations are trandated at exchange rates prevailing at the balance sheet date. Unredized
gains and losses resulting from trandating self-sustaining operations are accumulated and reported as a
currency trandation adjustment in accumulated other comprehensive income. As of December 31, 2008,
assuming that all other variables remain constant, an increase of 1% in the Canadian dollar would have an
effect on other comprehensive income of approximately $171,548 (2007 — 188,532).
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26.

d)

FINANCIAL INSTRUMENTS (continued)

The Company's Canadian operations are primarily exposed to exchange rate changes between the U.S.
dollar and the Canadian dollar. The Company's primary U.S. dollar exposure in Canada relates to the
revaluation into Canadian dollars of its U.S. dollar denominated working capital and customer advances.
As of December 31, 2008, assuming that al other variables remain constant, an increase of 1% in the
Canadian dollar would have an effect on net loss of approximately $242,786 (2007 — 52,710).

Of the $7,829,166 cash and cash equivalents, short term investments and restricted cash as of December 31,
2008, $507,892 is denominated in US Dallars (USD$414,283), $780,130 is denominated in Canadian
Dallars, $1,055 in Hong Kong Dollars (HKD$6,679) and $6,540,089 is denominated in Chinese Yuan
(RMB 36,435,035).

Of the $28,253,580 cash and cash equivalents as of December 31, 2007, $17,193,965 is denominated in US
Dollars (USD$17,401,037), $1,965,476 is denominated in Canadian Ddllars, $968 in Hong Kong Dallars
(HKD$7,636) and $9,093,171 is denominated in Chinese Y uan (RMB 67,207,475).

Liquidity Risk

Liquidity risk istherisk that the Company will not be able to meet its financial obligations as they fall due.
All financial liabilities as at December 31, 2008 have contractua maturities of less than 12 months. Itis
the Company’s intention to meet these obligations through the collection of accounts receivable, receipts
from future sales, current cash and cash equivalents, short-term investments, available lines of credit in
Chinaand possible i ssuance of new equity or debt instruments.

On July 29, 2008 the Company arranged secured credit linesin Chinawith Dongtai Rural Credit Union and
the Agricultural Bank of China totaling $44,875,000 (RMB 250 million). The credit lines mature on July
27, 2009 and bear interest at a rate based on the benchmark one-year lending rate with discounts applied.
Asat December 31, 2008, the Company has drawn $6,641,500 (RMB 37,000,000) against these lines.

The Company is dependent on obtaining regular financings in order to continue its expanson programs.
Despite previous success in acquiring these financings, there is no guarantee of obtaining future financings
on terms acceptable to the Company. The Company’s cash is invested in business accounts with different
financial indtitutions is available on demand for the Company’s programs, and is not invested in any asset
backed commercia paper.

The following table provides due date information for the Company’ s significant financial liabilities:

Firandd Liabilities 0 to 12 months 12 to 24 months After 24 nonths
Acoourtspayable and accruals $ 17,167,567 $ - $ -
Short termloan 10,231,500 - -
Intered payable 1,063,729 - -
Advance from a custonrer 24,492 000 - -
Obligationunder leasss 256,738 205,824 463,110

53,211,584 205,824 463,110
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27.

28.

29.

FINANCIAL INSTRUMENTS (continued)
€ Interestraterisk

Interest rate risk is the risk that the fair value or future cash flows of a financia insrument will fluctuate
because of changes in market interest rates.

The Company is exposed to interest rate risk on its cash and cash equivalents, restricted cash and customer
advances at December 31, 2008. The interest rates on these financial instruments fluctuate based on the
bank primerate and LIBOR.

As a December 31, 2008, with other variables unchanged, a 100-basis point change in the LIBOR rate
would have a $112,059 effect (2007 —$29,883) on net loss.

CAPITAL DISCLOSURE

The Company’s objectives when managing capital are to provide returns for shareholders, and comply with
any externaly imposed capital requirements while safeguarding the Company’ s ability to continue as a going
concern.  The Company considers convertible debentures and items included in shareholders equity to be

capital.

The Company manages its capital structure and makes adjustments in light of changes in economic conditions
and the risk characteristics of the Company’s assets.  In order to maintain or adjust the capital structure, the
Company may adjust the amount of dividends paid to shareholders, return capita to shareholders, issue new
shares, or sdll assetstoreduce debt.  In thisrespect, the Company monitors its debt to equity ratio.

Pursuant to Chinese regulations, the Company is required to make appropriations to reserve funds, based on
after tax net income determined in accordance with generaly accepted accounting principles of China (Note
21). Thereserve funds are established for covering corporate obligations in the event of business liquidation.
The reserve funds are recorded as part of deficit. Thereserve funds are available for the Company to use but
are not available for distribution to shareholders other than in liquidation and may limit repatriation of invested

capital.

COMPARATIVE FIGURES

Certain prior year's figures have been reclassified to conform to the current financial statement presentation.

COMMITMENTS

a) The Company has two 5-year operating leases with respect to land and production equipment a the
Qingdao factory in China.  The leases expire in 2011, and the annua minimum lease payments are
approximately $179,500 (RMB 1,000,000).

b) The Company entered into a 30-year agreement with the Dongtai City Municipal Government, located in
the Jiangsu Province of China, for approximately 50 acres of land for its seed base operation. Rent of
approximately $141,805 (RMB 790,000) is paid every 10 years.

¢) The Company’'s exigting office lease will expire on April 30, 2009 with the balance of commitment of
$24,720. The Company entered into a new office lease with one year term commencing on May 1,
2009. Commitmentsfor 2009 and 2010 on the new | ease are $52,648 and $26,324, respectively.

The minimum operating | ease payments related to the above are summarized asfollow:
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29.

30.

31

COMMITMENTS  (continued)

2009 $ 256,788
2010 205,824
2011 179,500
2012 -

2013 -

T hereafter 283,610
Total $ 925,722

d) The Company is committed to deliver $US 25,200,000 of stevia extract of which the $US 20,000,000
advance from a Strategic Customer (Note 15) will be applied against. The delivery period is contracted
over the period from October 1, 2008 to September 30, 2009.

€ In August 2007, the Company signed a 10-year agreement with the government of Mingguang City in the
Anhui Province of China, which gave the Company exclusive rights to build and operate a stevia
processing factory as well as exclusive right to purchase high quality stevia leaf grown in that region.
The agreement requires the Company to make a totd investment in the Mingguang City of US$ 30
million over the course of the 10-year agreement to retain its exclusive rights. As of December 31,
2008, the Company hasinvested approximately US$ 25 million.

f)  In April 2008, the Company signed a 20-year agreement with the government of Juancheng County in the
Shandong Province of China, which gave the Company exclusive rights to build and operate a stevia
processing factory as well as the exclusive right to purchase high quality stevia leaf grown in that region.
The agreement requires the Company to make a total investment in the Juancheng region of $US 60
million over the course of the 20-year agreement to retain its exclusive rights. As of December 31,
2008, the Company has not made any investment in the region.

CONTINGENT LIABILITY

On May 27, 2008, Northern Securities (“Northern”) filed a claim with the B.C. Supreme Court over additional
consideration claimed owed by the Company with respect to the Sponsorship Agreement dated January 24,
2007. The Company has filed its defense and has also filed a counter claim against Northern.  There is no
certainty over the outcome of this lawsuit. The Company is confident in its position that additional amounts
arenot due; however, should theissue be resolved in Northern's favour, the Company would be required to pay
$38,664 in cash and to issue 250,000 additiona shares to Northern. As part of the December 2007 private
placement described in note 19, the Company paid initial sponsorship fees of $10,000 and issued 250,000
sharesat afair value $1.20 per share.

SUBSEQUENT EVENTS

On January 13, 2009, the Company obtained an additional loan of $5,385,000 (RMB 30,000,000) from the
Congtruction Bank of China. The loan bearsan interest at arate of 5.31% per annum and matures on December
25,2009. Theloanis secured by one of the Company’s subsidiaries (Note 13).

On March 31, 2009, 10,912,335 warrants issued to a customer as a sales incentive remained unexercised and
expired.
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32. DIFFERENCES BETWEEN UNITED STATES AND CANADIAN GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES

US GAAP accounting principles used in the preparation of these consalidated financial statements conform in
all material respects to Canadian GAAP, except as set out below.

a)

b)

©)

d)

The Company capitalized $523,272 in interest costs for the year ended December 31, 2008 (2007 — nil). In
accordance with U.S. GAAP ACS 835-20-15-6 interest costs are not capitalized for routine inventories
produced in large quantities on a repetitive basis.  These costs were reclassified from inventory to
interest expense for the period ended December 31, 2008.

In accordance with Canadian GAAP, proceeds from the issuance of convertible loans and detachable
warrants are allocated to long term convertible term loans and shareholders equity, resulting in a debt
discount that was amortized to interest expense over the term of the loans. In accordance with U.S. GAAP
ASC 470-20-25-2 through 25-3 and ASC 470-20-30-1 through 30-2, the proceeds from the issuance of
convertible loans and detachable warrants are alocated to the warrants and convertible debt on arelative
fair value basis. On issuance in fiscal 2007, $1,383,748 was allocated to the value of the detachable
warrants and classified as equity and $4,616,252 was allocated to the value of the convertible debt and
dassified as aliability. The discount on the convertible debt was amortized over a 1 year ended June 30,
2008, being the contractud life of the instrument, as interest expense.

In accordance with U.S. GAAP ASC 470-20-25-4 through 25-7, it was determined that the convertible debt
contained a beneficial conversion feature (“BCF”) and $2,102,434 was allocated to the BCF and classified
as equity. The BCF was amortized over a 1 year period ended June 30, 2008, being the contractud life
and earliest redemption date of the instrument, as interest expense.

In accordance with Canadian GAAP, a subtotal is included in cash flows from operating activities. Under
US GAAP, no such subtotal would be disclosed.

In accordance with U.S. GAAP under ACS 835-20, interest costs, induding interest and accretion on
convertible instrument, are capitalized as part of the historical cost of acquiring certain qualifying assets,
which require a period of time to prepare for their intended use. Capitalization is not required under
Canadian GAAP. As aresult, $3,654,274 was capitaized as at December 31, 2008 and $616,351 as at
December 31, 2007.

In accordance with U.S. GAAP under ACS 810-10, Noncontrolling Interests in Consolidated Financia
Statements, which establishes requirements for ownership interests in subsidiaries held by parties other
than the Company to be clearly identified, presented, and disclosed in the consolidated statement of
financial position within equity, but separate from the parent’s equity. All changes in the parent’s
ownership interests are required to be accounted for consistently as equity transactions and any non
controlling equity investments in unconsolidated subsidiaries must be measured initially at fair value. This
guidanceis effective for fiscal years beginning after December 15, 2008. The Company has retrospectively
applied the presentation to prior year resulting in a change in the financia statement presentation of its
non-controlling interests.

The reconciliation of the consolidated balance sheets and consolidated statements of operations, cash flows,
comprehensive income and equity are presented below:
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32. DIFFERENCES BETWEEN UNITED STATES AND CANADIAN GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (continued)

GLG Life Tech Corporation
Consolidated Balance Sheets

2008 2008 2007 2007
Year ended December 31, us Recon. Canadian us Recon. Canadian
(In Canadian Dollars) GAAP Items GAAP GAAP Items GAAP
CURRENT ASSETS
Cash and cash equivalents $7,362,671 $7,362,671  $28,253,580 $28,253,580
Short term investments 365,785 365,785 - -
Accounts receivable 2,714,114 2,714,114 3,939,045 3,939,045
Interest reeivable 3,651 3,651 199,546 199,546
Loans receivable - - 1,719,633 1,719,633
Taxes recoverable 1,504,000 1,504,000 1,061,450 1,061,450
Inventories (a) 32,534,418 (523,272) 33,057,690 8,863,190 8,863,190
Prepaid and deposits 7,380,086 7,380,086 67,679 67,679

51,864,725 (523,272) 52,387,997 44,104,123 44,104,123
PLANT AND EQUIPMENT (d) 87,020,317 3,654,274 83,366,043 14,623,242 616,351 14,006,891
GOODWILL 7,587,798 7,587,798 7,587,798 7,587,798
RESTRICTED CASH 100,710 100,710 - -
LOANS RECEIVABLE - - 144,549 144,549
DEFERRED CHARGES 125,261 125,261 - -
INTANGIBLE ASSETS 30,793,314 30,793,314 28,285,420 28,285,420
TOTAL ASSETS $177,492,125 $3,131,002 $174,361,123  $94,745,132 $616,351 $94,128,781
CURRENT LIABILITIES
Short term loans 10,231,500 10,231,500 - -
Accounts payable 17,167,567 17,167,567 1,246,330 1,246,330
Due to related parties - - 410,078 410,078
Interest payable 1,063,729 1,063,729 395,568 395,568
Advances from a customer 24,492,000 24,492,000 6,549,100 6,549,100
Deferred Revenue 1,995,000 1,995,000 - -
Convertible debenture (b) - - 4,237,269  (505,013) 4,742,282

54,949,796 - 54,949,796 12,838,345  (505,013) 13,343,358
FUTURE INCOME TAXES 2,414,642 2,414,642 3,887,060 3,887,060
NONCONTROLLING INTERESTS (e) - (167,211) 167,211
SHAREHOLDER'S EQUITY
Share Capital (b) 92,758,433 (596,716) 93,355,149 61,052,731 61,052,731
Warrants(b) 11,721,001 243,183 11,477,908 15,621,694 243,183 15,378,511
Equity portion of convertible debenture (b) - - - (1,513,003) 1,513,003
Contributed surplus (b) 4,533,770 1,186,147 3,347,623 3,805,150 2,102,434 1,702,716
Accumulated other comprehensive income 20,696,008 20,696,008  (1,307,926) (1,307,926)
Deficit (9,748,826) 2,298,388 (12,047,214)  (1,151,922) 288,750 (1,440,672)

119,960,476 3,131,002 116,829,474 78,019,727 1,121,364 76,898,363

NONCONTROLLING INTERESTS (e) 167,211 167,211
TOTAL SHAREHOLDER'S EQUITY 120,127,687 3,298,213 116,829,474 78,019,727 1,121,364 76,898,363
TOTAL LIABILITIES AND
SHAREHOLDERS EQUITY $177,492,125 3,131,002 $174,361,123  $94,745,132  $616,351  $94,128,781
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32. DIFFERENCES BETWEEN UNITED STATES AND CANADIAN GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (continued)

GLG Life Tech Corporation
Consolidated Statements of Income and Deficit

2008 2008 2007 2007
Year ended December 31, us Recon. Canadian us Recon. Canadian
(In Canadian Dollars) GAAP Items GAAP GAAP Items GAAP
REVENUE
Sales $9,891,318 $9,891,318 $9,157,050 $9,157,050
Cost of Sales 7,560,490 7,560,490 6,499,954 6,499,954
GROSS MARGIN 2,330,828 2,330,828 2,657,096 2,657,096
GENERAL AND ADMINISTRATIVE EXPENSES 7,217,189 7,217,189 1,607,129 - 1,607,129
(LOSS) INCOME BEFORE THE UNDERNOTED (4,886,361) (4,886,361) 1,049,967 1,049,967
OTHER INCOME (EXPENSES)
Donations (73,337) (73,337) - -
Interest on debenture and advance (b) & (d) - 2,009,638  (2,009,638) (887,124) 288,750 (1,175,874)
Provision on loans receivable (3,111,351) (3,111,351) - -
Interest income 820,765 820,765 194,288 194,288
Realized foreign exchange loss (2,842,894) (2,842,894)  (308,812) (308,812)
NET (LOSS) INCOME BEFORE INCOME TAXES ~ (10,093,178) 2,009,638 (12,102,816) 48,319 288,750 (240,431)
Income taxes recovery 1,428,000 1,428,000 609,861 609,861
NET (LOSS) INCOME BEFORE NON-
CONTROLLING INTEREST (8,665,178) 2,009,638 (10,674,816) 658,180 288,750 369,430
NON-CONTROLLING INTERESTS () - (68,274) 68,274 - -
NET (LOSS) INCOME (8,665,178) 1,941,364 (10,606,542) 658,180 369,430
Net loss attributable to non-controlling interests (e) (68,274) (68,274) - R
NET (LOSS) INCOME ATTRIBUTABLE TO GLG
LIFE TECH CORPORATION ($8,596,904) $2,009,638 ($10,606,542)  $658,180 $369,430
(LOSS) INCOME PER SHARE - Basic (0.12) (0.15) 0.01 0.01
(LOSS) INCOME PER SHARE - Diluted (0.12) (0.15) 0.01 0.00
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32. DIFFERENCES BETWEEN UNITED STATES AND CANADIAN GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (continued)

GLG LIFE TECH CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOW
Year ended December 31, 2008U S 2007 U S

(In Canadian Dollars) GAAP GAAP

Cash provided by (used in)
Operating activities

Net (loss) inoome $ (8,665,178) $ 658,180
Items not affecting cash:
Amortization of convertible debt discount - 641,398
Stodk-based compensation 693,524 -
Amortization of property, plant and equipment & intangibles 2,539,869 497,728
Provision on loan and receivables 3,111,371 -
Foreign exchange loss 2,841,737 254,324
Future income tax recovery (1,428,000) -
Changes in non-cash working capital (16,893,312) (12,084,647)
Cashflow used by operating adtivities (17,799,989) (10,033,017)

Investing activities

(Increase) Decrease in short term investment (299,849) 20,000
Decrease in loan receivable - (155,843)
Equity contribution by non-controlling interests 253,007 -
Increase in restricted cash (100,710) -
Purchase of intangible assets - (1)
Purchase of property, plant and equipment (44,346,420) (7,858,596)
Cash flow used by investing activities (44,493,972) (7,994,440)
Financing activities
Reduction in subscriptions receivable - 380,492
Increase in short term loan 8,387,169 -
Issuance of common shares 17,844,394 32,251,588
Shares issuance costs (195,000)
Issuance of warrants - 1,025,297
Repaid advance from a customer (7,122,367) -
Increase in advance from a customer 20,191,680 6,549,100
Convertible debenture - 6,000,000
Advances from related parties (846,630) 410,078
Convertible note payable - (880,000)
Cash flow from financing adtivities 38,259,246 45,736,555
Effed of foreign exchange rate changes on cash and cash equivalents 3,143,806 (377,603)
CHANGE IN CASH AND CASH EQUIVALENTS (20,890,909) 27,331,495
CASH AND CASH EQUIVALENTS, beginning of period 28,253,580 922,085

CASH AND CASH EQUIVALENTS, end of period $ 7,362,671 $ 28,253,580
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32. DIFFERENCES BETWEEN UNITED STATES AND CANADIAN GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (continued)

GLG Life Tech Corporation
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY UNDER U.S. GAAP

Aoumulated
Other Non
*Common Shares Contributed Comprehensive Controlling

(In Canadian Dollars) Number Amount Warrants Surplus Inmome Defidt Interest Total
Balance, December 31, 2006 49,857,394  $19,179,824 $ = $1,767,651 $128,815 ($1,810,102) $ = $19,266,188
Options exercised 226,666 132,935 (64,935) 68,000
Shares issued for service 250,000 300,000 300,000
Private placement for cash 11,500,000 28,564,972 28,564,972
Warrants issued pursuant to private placement 3,318,616 3,318,616
Shares issued for AHTD acquisition 3,750,000 12,875,000 12,875,000
Warrants issued to customer 10,919,330 10,919,330
Disoount of convertible debenture (b) 1,383,748 1,383,748
Benefidal conversion feature of convertible debenture 2,102,434 2,102,434
Change in foreign currency translation (1,436,741) (1,436,741)
Net inoome attributable to GLG Life Tech 658,180 658,180
Corporation

Balance, December 31, 2007 65,584,060  $61,052,731 $15,621,694  $3,805,150 ($1,307,926) ($1,151,922) $ = $78,019,727
Warrants exercised 5,085,839 20,235,133 (2,453,160) 17,781,973
Options exercised 208,067 125,527 (63,107) 62,420
Convertible debenture redeemed for shares 1,976,082 6,916,288 (1,447,443) 531,155 6,000,000
Stod issued for cash 1,290,614 1,060,004 1,060,004
Stok-based com pensation 260,572 260,572
Shares issued for AHTD acquisition 4,375,000 3,368,750 3,368,750
Change in foreign currency translation 22,003,934 22,003,934
Non-controlling interest contributions 235,485 235,485
Net (loss) inoome (8,596,904) (68,274) (8,665,178)
Balance, December 31, 2008 78,519,662  $92,758,433 $11,721,091  $4,533,770 $20,696,008  ($9,748,826) $167,211  $120,127,687

As aresult of the above adjustments, the components of other comprehensive income under U.S. GAAP are as
follows:

GLG Life Tech Corporation
Statement of Comprehensive Income

Year ended December 31, 2008 2007

Net (loss) income under U.S. GAAP $ (8,665,178) $ 658,180
(in Canadian Dollars)

Foreign currency translation adjustments 22,003,934 (1,436,741)
Other comprehensive income 22,003,934 (1,436,741)
Comprehensive earnings (loss) 13,338,756 (778,561)
Comprehensive loss attributable to non-controlling interest (68,274) -
Comprehensive earnings for the period attributable to GLG Life Tech Corp.  $ 13,407,030 $ (778,561)

The calculation of basic earnings per share is based on the weighted average number of shares outstanding. Diluted
earnings per sharereflect the dilutive effect of the exercise of options. For the year ended December 31, 2008,
5,543,866 stock options and 30,270,394 warrants and for private placement were excluded from the cal culation of
diluted net income (loss) per common share, asthe effect of including them would have been anti-dilutive.  The
number of shares for the diluted earnings per share asat December 31, 2007 was cal culated as follows:
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32. DIFFERENCES BETWEEN UNITED STATES AND CANADIAN GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (continued)

31-Dec-08 31-Dec-07

Net income for the period attributable to GLG Life Tech $ (8,596,904) $ 658,180
Corporation
Weighted average number of shares used in basic earnings per 71,740,424 50,988,982
share
Dilutive potential of the following:

Employee/ director share options - 5,698,067

Warrants issued to customer and for private placement > 53,015,745
Diluted weighted average number of shares outstanding 71,740,424 109,702,794
Earnings per share:

Basic $ 0.12) $ 0.01

Diluted $ (0.12) $ 0.01

New Accounting Pronouncements

In December 2007, the FASB issued ACS 805 (revised 2007), Business Combinations, which provides revised
guidance on how acquirers recognize and measure the consideration transferred, identifiable assets acquired,
liabilities assumed, noncontrolling interests, and goodwill acquired in a business combination. This sandard aso
expands required disclosures surrounding the nature and financia effects of business combinations. The standard
became effective for the Company January 1, 2009, but did not have a significant impact on the Company's
consolidated financia statements.

In February 2008, the FASB issued Staff ACS 820-10-55-23A, Effective Date of FASB Statement No. 157 which
delayed the effective date of ACS 820 to fisca years beginning after November 15, 2008 for al nonfinancial assets
and liabilities that are recognized or disclosed in the financial statements at fair value on a nonrecurring basis only.
The adoption of this paragraph did not have a significant impact on the Company’'s consolidated financial
Statements.

In March 2008, the FASB issued amendments to ACS 815-10-50 that expand the quarterly and annua disclosure
requirements in about an entity’s derivative insruments and hedging activities. This section is effective for fiscal
years beginning after November 15, 2008 and its adoption did not have an impact on the Company’s financial
position, results of operations or cash flows as the pronouncement addresses disclosure requirements only.

In October 2008, the FASB issued ACS 820-10-35-15A, 55A and 55B, Determining Fair Value of a Financial Asset
in a Market That Is Not Active, which clarified the application of ACS 820 in an inactive market. It demonstrated
how the fair value of a financia asset is determined when the market for that financia asset is inactive. These
paragraphs were effective upon issuance, including prior periods for which financial satements had not been issued
and its adoption did not have an impact on the Company’s financial position, results of operations or cash flows.

In May 2009, the FASB issued ACS 855-10-50, Subsequent Events, which requires entities to disclose the date
through which they have evaluated subsequent events and whether the date corresponds with the release of ther
financia statements. This subsection is effective for interim and annual periods ending after June 15, 2009.
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32. DIFFERENCES BETWEEN UNITED STATES AND CANADIAN GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (continued)

In June 2009, the FASB amended ACS 860, Transfers and Servicing, which prescribes the information that a
reporting entity must provide in its financial reports about a transfer of financial assets; the effects of a transfer
on its financial position, financia performance and cash flows; and a transferor’s continuing involvement in
transferred financial assets. Specifically, among other aspects, this standard amended ACS 860 by removing
the concept of a qualifying special-purpose entity and removes the exception from applying the Variable
Interest subsections of subtopic ACS 810-10 to variable interest entities that are qualifying specid-purpose
entities. It also modifies the financial components approach used in ACS 860. This standard is effective for
transfer of financial assets occurring on or after January 1, 2010. The Company will consider this standard
when evaluating future transactions to which it would apply. Historically, the Company has not had any
material transfers of financial assets.

In June 2009, the FASB made amendments to the Variable Interest subsections of subtopic ACS 810-10 which
require an enterprise to determine whether its variable interest or interests give it a controlling financial interest
in a variable interest entity. The primary beneficiary of a variable interest entity is the enterprise that has both
(1) the power to direct the activities of a variable interest entity that most significantly impact the entity's
economic performance, and (2) the obligation to absorb losses of the entity that could potentialy be significant
to the variable interest entity or the right to receive benefits from the entity that could potentialy be significant
to the variable interest entity. The amendments a so require ongoing reassessments of whether an enterprise is
the primary beneficiary of a variable interest entity. The amendments are effective for al variable interest
entities and relationships with variable interest entities existing as of January 1, 2010. The Company will
consider this standard when evaluating future transactions to which it would apply and it did not impact any
existing rel ati onships that the Company has.
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NOTE 33 - CONDENSED FINANCIAL INFORMATION OF REGISTRANT

GLG LIFE TECH CORPORATION
CONDENSED BALANCE SHEETS

As at December 31 (in Canadian Dollars)

2008 2007
U S GAAP U S GAAP

CURRENT ASSETS
Cash and csh equivalents

Acounts receivable
Interest receivable
Loans recivable
Taxes recoverable
Due from subsidiaries
Prepaid and deposits

$ 758,901 $ 19,159,437

195,936 621,889

25 199,546

> 1,719,633

20,060 20,221
1,156,963 >

23,503 11,880

PLANT AND EQUIPMENT
RESTRICTED CASH

INVESTMENT IN SUBSIDIARIES, reported on equity method

LOANS RECEIVABLE
INTANGIBLE ASSETS

2155388 21,732,606
5,009,013 1,505,234
100,710 -
128065426 48834910
- 144,549
15208025 15410418

TOTAL ASSETS

$ 150,538,562 $ 87,627,717

LIABILITIES

CURRENT LIABILITIES
Acounts payable and acarued liabilities
Due to related parties

Interest payable

Advances from a customer

Deferred revenue

Convertible debenture

$ 304897 $ 477,100

> 410,078
1,063,729 395,568
24,492,000 >
1,995,000 >
> 4,237,269

FUTURE INCOME TAXES

217,855,626 5,520,015
2,722,460 4,087,975

TOTAL LIABILITIES

SHAREHOLDERS' EQUITY

Share capital

Warrants

Contributed surplus

Accumulated other comprehensive income
Defidt

30,578,086 9,607,990

92,758433 61,052,731
11,721,091 15,621,694

4,533,770 3,805,150
20,696,008  (1,307,926)
(9,748,826)  (1,151,922)

TOTAL SHAREHOLDERS' EQUITY

119,960,476 78,019,727

TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY

$ 150,538,562 $ 87,627,717
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NOTE 33 - CONDENSED FINANCIAL INFORMATION OF REGISTRANT  (continued)

GLG LIFE TECH CORPORATION
CONDENSED STATEMENTS OF OPERATIONS AND
COMPREHENSIVE INCOME (LOSS)

Stated in Canadian Dollars 2008 U S 2007 U S
Year ended December 31 GAAP GAAP
REVENUE

Sales $ 857,490 $ 964,185
Cost of Sales 213,623 144,449
GROSS MARGIN 643,867 819,736
GENERAL AND ADMINISTRATIVE EXPENSES 4,791,541 1,181,891
NET LOSS FROM OPERATIONS (4,147,674) (362,155)
OTHER INCOME (EXPENSE)

Interest on convertible debenture and advance - (887,124)
Provision on loans receivable (3,111,351) -
Interest income 118,952 154,818
Realized foreign exchange loss (2,937,265) -
NET LOSS BEFORE INCOME TAXES AND

EQUITY IN EARNINGS (10,077,338) (1,094,461)
Income taxes recovery 1,164,597 408,946
NET LOSS BEFORE EQUITY IN EARNINGS (8,912,741) (685,515)
Equity in earnings of subsidiaries 315,837 1,343,695
NET (LOSS) INCOME FOR THE YEAR (8,596,904) 658,180
OTHER COMPREHENSIVE INCOME (LOSS)

Foreign aurrency translation 22,003,934 (1,436,741)
TOTAL COMPREHENSIVE INCOME (LOSS) $ 13,407,030 $ (778,561)
(LOSS) INCOME PER SHARE - Basic (0.12) 0.01
(LOSS) INCOME PER SHARE - Diluted (0.12) 0.01

WEIGHTED AVERAGE NUMBER OF

COMMON SHARES OUTSTANDING
-BASIC 71,740,424 50,988,982
-DILUTED 107,554,684 109,702,794
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NOTE 33 - CONDENSED FINANCIAL INFORMATION OF REGISTRANT  (continued)

GLG LIFE TECH CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Acumulated
Other
*Common Shares Contributed Comprehensive

Stated in Canadian Dollars Number ~ Amount  Warrants Surplus Income Defidt Total
Balance, December 31, 2006 49,857,394 $19,179,824 $ - $1,767,651 $128,815 ($1,810,102) $19,266,188
Options exerdsed 226,666 132,935 (64,935) 68,000
Shares issued for service 250,000 300,000 300,000
Private placement for cash 11,500,000 28,564,972 28,564,972
Warrants issued pursuant to private placement 3,318,616 3,318,616
Shares issued for AHTD aoquisition 3,750,000 12,875,000 12,875,000
Warrants issued to customer 10,919,330 10,919,330
Discount of onvertible debenture 1,383,748 1,383,748
Beneficial omnversion feature of convertible debenture 2,102,434 2,102,434
Change in foreign aurrency translation (1,436,741) (1,436,741)
Net income 658,180 658,180
Balance, December 31, 2007 65,584,060 61,052,731 15,621,694 3,805,150 (1,307,926)  (1,151,922) 78,019,727
Warrants exerdsed 5,085,839 20,235,133 (2,453,160) 17,781,973
Options exerdsed 208,067 125,527 (63,107) 62,420
Convertible debenture redeemed for shares 1,976,082 6,916,288 (1,447,443) 531,155 6,000,000
Stock issued for cash 1,290,614 1,060,004 1,060,004
Stock-based com pensation 260,572 260,572
Shares issued for AHTD aoquisition 4,375,000 3,368,750 3,368,750
Change in foreign aurrency translation 22,003,934 22,003,934
Net loss (8,596,904) (8,596,904)
Balance, December 31, 2008 78,519,662 $92,758,433 $11,721,091  $4,533,770 $20,606,008 ($9,748,826)  $119,960,476
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NOTE 33 - CONDENSED FINANCIAL INFORMATION OF REGISTRANT  (continued)

GLG LIFE TECH CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW

For the Year Ended December 31
(In Canadian Ddllars)

2008 U S 2007US
GAAP GAAP

Cash provided by (usedin)
Oper ating activities

Net loss $ (859%,904) $ 658,180
Items not affecting cash:
Equity in earnings of subsidiaries (315,837) (1,343,695)
Amortization of convertible debt discount - 641,398
Stock-based compensation 1,320,575 -
Amortization of property, plant and equipment & intangibles 731,152 11,407
Provision on loan and receivables 3,111,351 -
Foreign exchange loss 2,937,265 -
Future income taxrecovery (1,164,597) 408,946
Changes in non-cash working capital 1,109,970 263,516
Cash flow used by operating activities (867,025) 639,752
Investing activities
Decrease in short terminvestment - 20,000
Increase in loan receivable - (155,843)
Increase in restricted cash (100,710 -
Purchase of intangible assets - @
Purchase of property, plant and equipment (3,503,779) (1,488,618)
Investments in subsidiaries (54,503,374) (19,864,082)
Cash flow used by investing activities (58107,863)  (21,483544)
Financing activities
Reduction in subscriptions receivable - 380,492
Increase in short termloan - -
Issuance of common shares 17,844,394 32,251,588
Share issuance costs (195,000
Issuance of warrants - 1,025,297
Repaid advance froma customer - -
Advance froma customer 24,492,000 -
Convertible debenture - 6,000,000
Advances fromrelated parties (410,078) 410,078
Due fromsubsidiaries (1,156,963) -
Convertible note payable - (880,000)
Cash flow fromfinancing activities 40,574,353 39,187,455
CHANGEIN CASH AND CASH EQUIVALENTS (18,400,536) 18,338,663
CASH AND CASH EQUIVALENTS, beginning of year 19,159,437 820,774
CASH AND CASH EQUIVALENTS, end of year $ 758901 $ 19,159,437
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NOTE 33 - CONDENSED FINANCIAL INFORMATION OF REGISTRANT  (continued)

Investmentsin Subsdiaries

GLG and its subsidiaries are included in the consolidated financial statements where the inter-company
balances and transactions are eliminated upon consalidation.  For the purpose of GLG' s stand-alone financial
statements, its investments in subsidiaries are reported using the equity method of accounting. GLG's share
of income and losses from its subsidiaries is reported as earnings from subsidiaries in the accompanying
condensed financial information of parent company.

Income Taxes

GLG is incorporated in the Province of British Columbia, in Canada and is subject to Canadian federal and
provincial income taxes.



