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Period Ended May 31, 2008

The following discussion and analysis, prepared as of September 26, 2008, should
be read together with the Company’s audited financial statements for year ended
May 31, 2008 and 2007 and related notes attached thereto, which are prepared in
accordance with Canadian generally accepted accounting principles (“GAAP”).
All amounts are stated in Canadian dollars unless otherwise indicated.

This Management Discussion & Analysis summarizes the activities of the
Company to date, and provides financial information for the year ended May 31,
2008. The discussion contains forward-looking statements made by management
that involve risks and uncertainties. Such information is considered reasonable by
the Company’s management at the time of preparation. The actual results may
differ materially from those contained in any forward-looking statements.

OVERVIEW

Welichem Biotech Inc. (“Welichem” or “the “Company”) is dedicated to the
discovery, research and development of pharmaceutical drugs for the treatment of
unmet medical needs. The Company’s prime focus is on the development of drugs
for the treatment of autoimmune/inflammatory diseases and cancerous tumours.

The Company concluded a very satisfactory year in its drug development program
by making significant advances on all fronts. The successful completion of two
clinical trials demonstrates the potential of the drug candidates derived from
Welichem’s SymBiochem ® technology platform. The Company has the capacity
to produce pre-targeted, high efficacy, low toxicity drug candidates with the
potential to meet high value market needs in the autoimmune/inflammatory and
cancer disease areas. Moreover, the Company’s policy of entering into
collaborative research and service agreements with highly qualified individuals
and organizations, in locations across Canada, enables the timely achievement of
its strategic goals in drug development.

The following highlights are especially noteworthy:

1. Successful completion and reporting of the Clinical Phase | Trial of WBI-
1001 as a topical cream against mild to moderate forms of plaque
psoriasis.

2. Closing a private placement with gross proceeds of $1,000,000 in the first
quarter of the year.



3. Completing the clinical component of a Clinical Phase Ila Trial of WBI-
1001 as a topical cream treatment of eczema.

4. Filing an international patent application for world-wide protection of the
neutrophil-boosting technology.

5. The receipt of an additional NRC-IRAP grant to support identification of
the molecular mode of action of the Company’s WBI-2100, anti-cancer /
neutrophil boosting, drug candidate.

6. Successfully raising gross proceeds of $5,000,000 at year-end from
investors in a private placement that was closed on June 20, 2008.

7. Successful development of a manufacturing synthesis for the WBI-2100
drug candidate.

Anti-Inflammatory drug candidate, WBI-1001

e Target medical indication: Psoriasis

o0 A randomized, double-blinded Phase I study was done to evaluate
topically applied WBI-1001 cream in patients with mild to
moderate plaque Psoriasis. The primary objectives, to evaluate the
safety and tolerability of the WBI-1001 cream and to assess its
pharmacokinetics (PK), were successfully achieved. No treatment-
related serious, adverse events occurred, and no patients
discontinued the study due to any adverse events (AE). WBI-1001
was well-tolerated in the 0.5% and 1.0% dose treatments with no
significant safety concerns. The highest dose (2%) WBI-1001
cream application did cause mild papules and other AEs of a
nature and severity that commonly arises from treatment with
currently marketed therapeutics.

o From a PK perspective, based on blood plasma analysis, there was
no evidence of systemic accumulation of WBI-1001 over the 28-
day duration of the study following either once or twice per day
applications, and there was a perfect, non-cutaneous safety profile.

0 As regards the secondary objective, efficacy, the data indicated
that the WBI-1001 cream in this 28 day study resulted in
improvement in several efficacy parameters including Physician’s
Global Assessment, induration, erythema and scaling when
compared with the placebo.

e Target medical indication: Atopic Dermatitis

o0 A Clinical Phase Ila study of WBI-1001 as a topically applied
cream against Atopic Dermatitis has been concluded, and the
Company awaits the final report which will contain detailed
information on the safety and efficacy of the drug. Preliminary
examination of the data is encouraging, and the Company is
initiating further testing of this drug candidate so as to extend and
expand the clinical trials.



The results of these two clinical trials will help determine the development
direction of WBI-1001 as a topical cream for patients with mild to moderate
forms of some inflammatory skin diseases, especially in view of market
dissatisfaction with currently available topical drugs.

Anti-Cancer / neutrophil boosting drug candidate, WBI1-2100

This unique, small molecule compound has no structural similarity to any
previously approved anti-cancer drugs. It shows selective activity against
solid tumours rather than against leukemia, and elevates neutrophil levels
in the peripheral blood of animals even in the presence of the
chemotherapeutic agent, cyclophosphamide. Thus it has the potential to
prevent the life-threatening side effects of chemo- and/or radio-therapy-
induced neutropenia that commonly occurs when treating cancer patients.

The unique structural features of this compound posed significant
challenges in its chemical synthesis. Although the Company overcame
these for producing multi-kilogram quantities for experimental purposes,
additional work was necessary prior to large scale commercial production.
The Company has now optimized the chemical synthesis of WBI-2100
and so enabling GMP production of WBI-2100.

As WBI-2100 is highly lipophilic, insoluble in water and has different
crystalline forms, the development of a suitable formulation has been
challenging. An intravenous formulation, using a copolymer micelle drug
delivery system, has been successfully developed. In vitro studies,
performed on the compound’s metabolic profiling and on its plasma
protein binding, have been concluded satisfactorily.

As a result of the encouraging data a supplement to a previous National
Research Council - Industrial Research Assistance Program (IRAP) grant
was awarded to the Company. This helped the Company accelerate its
studies of the molecular mode of action of WBI-2100. Using proteomic
techniques, certain binding proteins for the compound have been isolated
and these are being identified and confirmed. Global gene expression
profiling is being done to decipher the functional pathways mediated by
this compound in cancer cells.

Pipeline for Other Drug Compounds

Additional disease indications are being evaluated as potential targets for
treatment with related candidate compounds in the WBI-1000 series or with
alternative formulations of WBI-1001 in view of its significant anti-inflammatory
properties. As well, the natural source of our drug candidates is being evaluated to



determine which compound, identified through the SymBiochem ® technology
platform, should next enter the pipeline.

The Company’s long-term strategy includes the continual discovery and
development of new drugs for the pipeline that are focused on the treatment of
oncological and inflammatory disease indications. The Company may seek future
partnering opportunities for its drug candidates provided that reasonable terms can
be negotiated for the shareholders and for the advancement of the Company’s
technology.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The Company’s audited financial statements and unaudited interim financial
statements are prepared in accordance with Canadian GAAP,and the reporting
currency is the Canadian dollar. These accounting principles require the
Company to make certain estimates and assumptions. Management believes that
the estimates and assumptions upon which it relies are reasonable based on
information available at the time that these estimates and assumptions are made.
Actual results could differ from these estimates. Areas of significant estimates
include: amortization of patent rights and applications, assessment of the
impairment of patent rights and applications, and stock-based compensation. The
significant accounting policies that the Company believes are the most critical in
fully understanding and evaluating the reported financial results include the
following:

Patent rights and applications

Patent rights and applications costs include the acquisition costs and costs
incurred for the filing of patents. Patent rights and applications are amortized on a
straight-line basis over the maximum period of ten years from the time of
acquisition.

Stock-based Compensation

The Company grants stock options to its executive officers, directors, employees
and consultants pursuant to a stock option plan described in Note 11 to the audited
financial statements as at May 31, 2008. The Company uses the fair value
method of accounting for all stock-based awards for employees and non-
employees of the Company and all direct awards of stock, in accordance with the
CICA Handbook Section 3870 “Stock-Based Compensation and Other Stock-
Based Payments”. The fair value of stock options is determined by the Black-
Scholes Option Pricing Model, which requires certain assumptions, including
risk-free interest rates, dividend yields, future stock price, and an expected life of
the options. Changes to any of these assumptions could produce different fair
values for stock-based compensation.



Financial Instruments and Risk

The carrying value of cash and cash equivalents, short term investments, Goods &
Services tax receivable, accounts payable and accrued liabilities, and shareholder
loan approximate their fair value because of the short-term nature of these
instruments. The Company is subject to currency risk due to the fluctuation of
exchange rates between the Canadian dollar and the foreign currency
denominated financial instruments. The Company is not subject to significant
interest or credit risks arising from these financial instruments.

Research and development expenses

Research costs are expensed as incurred and development costs are expensed as
incurred unless such development costs meet the criteria under Canadian
generally accepted accounting principles for deferral and amortization.
Development costs which meet generally accepted criteria for deferral are
capitalized and amortized against earnings over the estimated period of benefit.
As at May 31, 2008 and 2007, the Company had not deferred any development
costs.

Government assistance and other subsidies

Government assistance and other subsidies are recorded as either a reduction of
the cost of the applicable assets or credited in the statement of operations as
determined by the terms and conditions of the agreement under which the
assistance is provided to the Company.

Income taxes

Future income taxes are recorded using the liability method. Future tax assets and
liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets
and liabilities and their respective tax bases. Future tax assets and liabilities are
measured using substantively enacted tax rates expected to apply when the asset is
realized 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. To the extent that the Company does not
consider it more likely than not that a future tax asset will be recovered, it
provides a valuation allowance against the excess.



CHANGES IN ACCOUNTING POLICIES

Comprehensive income and equity

Effective June 1, 2007, the Company adopted the new recommendations of the
CICA Handbook Section 1530, “Comprehensive Income” and Section 3251,
“Equity”.. The adoption of these Handbook Sections had no significant impact on
opening deficit.

= Section 1530 provides standards for reporting and display of
comprehensive income, which is the change in equity, from
transactions and other events and circumstances from non-owner
sources. Other comprehensive income refers to items recognized in
comprehensive income that are excluded from net income
calculated in accordance with Canadian GAAP.

e Section 3251 establishes standards for the presentation of equity
and changes in equity during the reporting period. The
requirements in Section 3251 are in addition to Section 1530.

The adoption of these new Handbook sections had no impact on the financial
statements for the year ended May 31, 2008.

Financial instruments

Effective June 1, 2007, the Company also adopted the new recommendations of
the CICA Handbook Section 3855, “Financial Instruments — Recognition and
Measurement” and Section 3861, “Financial Instruments — Disclosure and
Presentation”. These new accounting standards, which apply to fiscal years
beginning on or after October 31, 2006, provide comprehensive requirements for
the recognition, measurement, disclosure and presentation of financial assets,
financial liabilities and non-financial derivatives. Under the new standards,
policies followed for periods prior to the effective date generally are not reversed
and, therefore, the comparative figures have not been restated. The adoption of
these Handbook Sections had no significant impact on opening deficit.

e Section 3855 requires financial instruments be classified into one
of five categories: held-for-trading, held-to-maturity, loans and
receivables, available-for-sale financial assets, or other financial
liabilities. All financial instruments, including derivatives, are
measured on the balance sheet at fair value except for loans and
receivables, held-to-maturity investments and other financial
liabilities which are measured at amortized cost. Subsequent
measurement and changes in fair value will depend on their initial
classification. Held-for-trading financial assets are measured at fair
value and changes in fair value are recognized in net income.



Available-for-sale financial instruments are measured at fair value
with changes in fair value recorded in other comprehensive income
until the investment is derecognized or impaired at which time the
amounts would be recorded in net income. Transaction costs are
included in the initial carrying amount of financial instruments
except for held-for-trading items in which case they are expensed
as incurred. Section 3855 also requires that the embedded
derivatives be identified and separated from the related host
contract and be measured at fair value. Subsequent changes in fair
value of embedded derivatives are recognized in the statement of
operations in the period the change occurs.

e Section 3861 establishes the requirements for presentation and
disclosure of financial instruments and non-financial derivatives.

Upon adoption of these new standards, the Company has classified cash and cash
equivalents as held-for-trading, amounts receivable as loans and receivables, and
all financial liabilities as other financial liabilities. The adoption of these new
Handbook sections had no impact on the financial statements for the year ended
May 31, 2008.

Accounting changes

In July 2006, the CICA revised Section 1506, “Accounting Changes”,
which now requires that: (i) a voluntary change in accounting principles
can be made if, and only if, it is required by primary source of Canadian
GAAP or the changes result in more reliable and relevant information, (ii)
changes in accounting policies are accompanied with disclosures of prior
period amounts and justification for the change, and (iii) for changes in
estimates, the nature and amount of the change should be disclosed. The
revised section is effective for the Company’s financial year beginning
June 1, 2007 for fiscal year 2008. The adoption of this section does not
have an impact on the Company’s financial statements for the year ended
May 31, 2008.

New accounting pronouncements

The Canadian Accounting Standards Board (AcSB) issued two new Sections in
relation to financial instruments: Section 3862,” Financial Instruments —
Disclosure™, and Section 3863, “Financial Instruments — Presentation”. Both
sections will become effective for interim and annual financial statements relating
to fiscal years beginning on or after October 1, 2007. The Company will adopt
these standards commencing June 1, 2008. The adoption of these new standards



is not expected to have material impact on the Company’s financial statements.

The AcSB issued Section 1535, “Capital Disclosures™. This standard requires
disclosure regarding what the Company defines as capital and its objectives,
policy and processes for managing capital. This standard will be effective for
interim and annual financial statements relating to fiscal years beginning on or
after October 1, 2007. The Company will adopt these standards commencing
April 1, 2008. The adoption of these new standards is not expected to have
material impact on the Company’s financial statements.

In January 2006, CICA Accounting Standards Board (“AcSB”) adopted a
strategic plan for the direction of accounting standards in Canada. As part of that
plan, accounting standards in Canada for public companies are expected to
converge with International Financial Reporting Standards (“IFRS”) for
accounting periods commencing on or after January 1, 2011. The Company
continues to monitor and assess the impact of convergence of Canadian GAAP
and IFRS.

In February 2008, the CICA issued Section 3064, “Goodwill and Intangible
Assets”, which replaces Section 3062, “Goodwill and Other Intangible Assets”
and Section 3450, “Research and Development Costs”. Various changes have
been made to other sections of the CICA Handbook for consistency purposes.
Section 3064 establishes standards for the recognition, measurement, presentation
and disclosure of goodwill subsequent to its initial recognition and of

intangible assets. The new Section will be applicable to the Company’s financial
statements for its fiscal year beginning June 1, 2009. The Company is currently
evaluating the impact of the adoption of this new Section on its financial
statements.

RESULTS OF OPERATIONS

Presently, Welichem has no revenues and it is unlikely to be in a position to
generate sufficient revenues to meet its ongoing operating and capital expenses
for the foreseeable future. Thus the Company has incurred operating losses since
inception.

Year ended May 31, 2008 compared to year ended May 31, 2007

The net loss for the year ended May 31, 2008 was $2,519,988 (2007 - $3,201,151)
and 3 cents per share (2007 - 5 cents per share). The Research & Development



Expenses, including stock-based compensation, for this year were $1,724,769
(2007 - $2,271,012). Major expenses included $1,552,803 (2007 - $1,858,069)
in subcontractors, supplies and materials and $437,759 (2007 - $570,539) in
wages and benefits, including stock-based compensation. The Company received
$265,793 (2007 - $157,596) in government assistance and other subsidies.

Administrative expenses, including stock-based compensation, for this year were
$812,360 (2007 - $976,176). Major expenses included $225,650 (2007 -
$485,896) in wages and benefits, $123,941 (2007 - $96,197) in rent, $156,424
(2007 - $90,963) in legal and accounting fees, $53,361 (2007 - $26,293) in
insurance, 48,576 (2007 - $46,751) in office and miscellaneous expenses, $45,157
(2007 - $42, 652) in consulting fees, $33,278 (2007 - $80,352) in travel and
related costs,.$23,288 (2007 - $nil) in loan interest, $18, 284 (2007 - $29,624) in
regulatory expenses, and $18,750 (2007 - $18,003) in director’s fees.

Factors that contributed to increases for certain administrative expense items in
2008 included:

i) increase in insurance costs due to commencement of Phase | Clinical
Trials for WBI-1001 for psoriasis and Phase Ila Clinical Trials for
WABI-1001 for eczema.

i) increase in loan interest due to short-term loan.

iii) higher legal and accounting costs due to requirement of more legal
advice related to clinical trials.

iv) increase in rent due to increase in leased office space.

Quarter ended May 31, 2008 (Q4 2008) compared to quarter ended May 31,
2007 (Q4 2007)

The net loss for the three-month period ended May 31, 2008 was $817,695 (2007
- $689,791) and 1 cent per share (2007 - 1 cent per share). The Research &
Development Expenses, including stock-based compensation, for this three-month
period were $540,106 (2007 - $412,543). Administrative expenses, including
stock-based compensation, for this three-month period were $277,103 (2007 -
$278,119). Major expenses included $66,032 (2007 - $138,119) in wages and
benefits, $42,978 (2007 - $15,660) in rent, $92,094 (2007 - $44,530) in legal and
accounting fees, $17,946 (2007 - $1,445) in insurance, and $14,635 (2007 - $nil)
in interest expenses,

FINANCING

From its incorporation in 1995, the Company has financed its operations through
private sale of equity securities, and through interest income, refundable tax
credits and government grants.



The Company closed a non-brokered private placement of 6,666,667 shares at a
purchase price of $0.15 per share, for a total of $1,000,000, which was received
prior to May 31, 2007 A finder’s fee of $1,875 was paid in 2006-07 and the
remaining finder’s fee of $64,967 was paid in the current fiscal year in connection
with this private placement.

On November 30, 2007, the Company established a loan facility with Canadian
Maple Leaf Investment Ltd. (CMLI), a major shareholder of the Company, that
committed to provide funding up to $1,000,000 to the Company within a six-
month period on an “as and required” basis. The Company would pay CMLI
interest at a rate of Canadian prime rate plus 2% per annum, calculated daily
based on the daily closing balance and to be paid at maturity. In addition, the
Company has been actively exploring financing options to raise funding for its R
& D activities and operations.

Subsequent to year-end, the Company closed a non-brokered private placement of
100,000,000 units at a purchase price of $0.05 per unit, for total gross proceeds of
$5,000,000. Each unit consisted of one common share and one-half of one share
purchase warrant. Each whole warrant is exercisable into one common share at a
price of $0.10 for a period of 24 months from the date of issuance of the share
purchase warrant. The gross proceeds were all received at the current year-end
and the finder’s fees of $497,000 were paid in June 2008 in connection with the
private placement.

In addition, the Company may seek future partnering opportunities for its product
candidates provided that reasonable terms can be negotiated for the shareholders
and for the advancement of the Company’s technology.

LIQUIDITY AND CAPITAL RESOURCES

During the year ended May 31, 2008, the Company relied on the proceeds from
the non-brokered private placements completed in June 2007 and a loan facility
established in November 2007 to continue its operations and Research and
Development activities.

As at May 31, 2008, the Company had a net working capital of $3,448,782 (2007
- $965,834) with $4,984,241 (2007 - $1,081,378) in cash and cash equivalents,
and $nil (2007 - $133,077) in short-term investments. The increase of $2,482,948
in net working capital from May 31, 2007 was attributable to the advanced
subscription payments from subscribers for the private placement closed on June
20, 2008.

As stated in Financing Section above, the Company closed a private placement
for total gross proceeds of $5,000,000 in early June 2008. The Company has
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financed its operations to date primarily through the sale of equity securities. The
Company will continue to fund its operations from a combination of the sale and
issuance of equity securities and government grants until the Company achieves
the licensing or drug commercialization stages.

With its current funds on hand, together with interest income and the funding
from the National Research Council of Canada Industrial Research Assistance
Program (NRC-IRAP), the Company anticipates that it has sufficient funds for
operations to early 2009. In addition, the Company is trying to arrange financing
to raise additional funds to complete its planned Research and Development
programs and to fund its operations.

MATERIAL COMMITMENTS AND CONTRACTUAL OBLIGATIONS

The Company leases lab and office space and is committed to future minimum
lease payments as follows:

2008/09 70,228
2009/10 73,848
2010/11 24,616

$168,692

The Company is also committed to paying its share of operating costs in
connection with its lab and office space. In addition, the Company has signed
agreements and contracts with various contract research organizations (CROSs)
related to its different research and development projects and will be obliged to
pay $245,060 to the CROs in the fiscal year 2008-09 when all the work is
completed. The Company has not yet signed any agreement or contract with its
CROs to provide services beyond fiscal year ending May 31, 2009. Thus there is
no CRO obligation shown beyond the fiscal year ending May 31, 2009.

RISKS AND UNCERTAINTIES

The Company’s business is in the development stage and does not generate cash
flow from operations to adequately fund its activities and has thus relied
principally on the issuance of securities for financing. There is no assurance that
such financing will be available on a timely basis under terms acceptable to the
Company.
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It should be noted that the Company's funding needs may vary depending upon
several factors, including the progress and nature of research and development
initiatives, the ability to attract and maintain strategic alliances, the Company's
decision to in-license technology, acquisition and unforeseen costs associated
with undertaking pre-clinical/clinical studies.

If adequate funding is not available, the Company may be required to delay,
reduce or eliminate one or more of its research and development programs or
obtain funds through arrangements with corporate partners or others that may
require the Company to relinquish some or all rights to product candidates at an
earlier stage of development or on less favourable terms than the Company would
otherwise seek. Insufficient funding may also require the Company to relinquish
rights to certain of its technologies that the Company would otherwise develop
itself.

SUMMARY OF ANNUAL INFORMATION

Year Ended May 31, Year Ended May 31, Year Ended May 31,
2008 2007 2006

Loss for the (2,519,988) (3,201,151) (2,378,867)
year
Loss per (0.03) (0.05) (0.08)
Common
Share -basic
and fully
diluted
Total Assets 5,389,498 1,763,595 759,574
Total Current 1,626,499 463,591 289,920
Liabilities
Total Long- 0 0 0
term
Liabilities
Shareholders' 3,762,999 1,300,004 469,654
Equity
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SUMMARY OF UNAUDITED QUARTERLY INFORMATION

4™ Quarter 3" Quarter 2" Quarter 1 4m 31 2" Quarter 1°
Ended May 31, | Ended February Ended Quarter Quarter Quarter Ended Quarter
2008 29, 2008 November Ended Ended Ended November Ended
30, 2007 August May 31, February 30, 2006 August
31, 2007 2007 28, 2007 31, 2006
Loss for the (817,695) (618,287) (490,904) | (593,104) | (689,791) | (812,781) (831,878) | (866,701)
period
Loss per (0.01) (0.01) (0.02) (0.01) (0.01) (0.02) (0.02) (0.03)
Common
Share —
basic and
fully diluted
Total 5,389,498 496,460 789,421 | 1,094,739 | 1,763,595 | 1,066,679 1,998,235 | 2,588,236
Assets
Total 1,626,499 915,767 590,442 404,856 463,591 211,874 470,946 232,001
Liabilities
Shareholders 3,762,999 (419,307) 198,979 689,883 | 1,300,004 854,805 1,527,289 | 2,356,235
' Equity

The major change in shareholders’ equity at year end 2008 (compared to year-end
2007) is due to the receipt of subscription advance for the private placement,
which was closed in June 2008.

OFF BALANCE SHEET ARRANGEMENTS

The Company does not have any off balance sheet arrangements requiring
disclosure.

RELATED PARTY TRANSACTIONS

In addition to related party transactions disclosed elsewhere in the financial
statements, the Company had the following related party transactions during the
year:

The Company paid $182,472 (2007 - $267,118) in wages and $18,750 (2007 —
$18,003) in directors’ fees to its former and current officers and directors during
the year.

As at May 31, 2008, the Company borrowed a total of $998,000 (2007 — $nil)

from a major shareholder and accrued interest of $23,288 (2007 — $nil). The
principals and accrued interests were repaid in full in late June 2008.
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SUBSEQUENT EVENTS

In June 2008, the Company raised gross proceeds of $5,000,000 by closing a non-
broker private placement of 100,000,000 units. Each unit consists of one
common share and one-half of one share purchase warrant. A total of 50,000,000
warrants were issued. Each whole share purchase warrant is exercisable into one
common share at a price of $0.10 for the 24-month period up to June 20, 2010.
Finder’s fees of $497,000 were paid in connection with this private placement.

On September 26, 2008, the Company announced the granting of incentive stock
options to its directors, officers, employees, and consultants to acquire up to
4,700,000 common shares at an exercise price of $0.10 for a period of 5 years
expiring on September 25, 2013.

OUTSTANDING SHARE DATA

As at September 26, 2008, the Company had the following outstanding securities:

(1) Common shares issued: 173,362,992

(Shares in escrow: none)
(2) Stock options: 5,164,600
(3) Warrants: 50,000,000

The granting of stock options to acquire up to 4,700,000 common shares was
announced by the Company on September 26, 2008. Granting has yet to take
place.

DISCLOSURE CONTROLS

The Company’s Chief Financial Officer and Chief Executive Officer (the
“Certifying Officers” are responsible for establishing and maintaining disclosure
controls and procedures (“the procedures”) which provide reasonable assurance
that information required to be disclosed by the Company under provincial
securities legislation (the “Required Filings™) is reported within the time periods
specified. Without limitation, the Procedures are designed to ensure that material
information relating to the Company is accumulated and communicated to
management, including its Certifying Officers, as appropriate to allow for timely
decisions regarding the Required Filings.

The Certifying Officers evaluate the effectiveness of the Company’s Procedures
on a regular basis throughout the year and have concluded that the Procedures in
place as of the end of the period covered by the Required Filings are effective in
providing reasonable assurance that material information relating to the Company
is accumulated and communicated to management and reported within the time
periods specified.
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INTERNAL CONTROLS OVER FINANCIAL REPORTING

The Company’s Certifying Officers are responsible for establishing and
maintaining internal controls over financial reporting (“Internal Controls”) and
have designed such Internal Controls, or caused them to be designed under their
supervision, which provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external
purposes in accordance with the Canadian GAAP.

Due to the size of the Company, it is not feasible to achieve complete segregation
of duties to provide effective controls over financial reporting. In addition, the
Company may not have the necessary in-house knowledge to address complex
accounting, taxation and legal issues that may arise. These weaknesses and their
related risks are not uncommon for a company of the size of Welichem because of
limitations in size and number of staff. The Company has implemented internal
control policies for over 2 years.

Both the Audit Committee and management review its financial reporting
procedures and incorporate further enhancements, when required, to mitigate the
risk of any material misstatement in financial reporting.

It should be noted that while the Officers of the Company, as certified in the
Company’s Annual Filings and as required under Multilateral Instrument 52-109
issued by the Canadian Securities Administrators, have evaluated the
effectiveness of these disclosure controls and procedures for the period ended
May 31, 2008 and have concluded that they are being maintained as designed,
they do not expect that the disclosure controls and procedures or internal controls
over financial reporting will prevent all errors and fraud. A control system, no
matter how well conceived or operated, can only provide reasonable, not absolute,
assurance that the objectives of the control system are met.

ADDITIONAL INFORMATION

Additional Information relating to the Company is available by accessing the
SEDAR website at www.sedar.com.
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