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MANAGEMENT’S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with the unaudited consolidated
financial statements of Response Biomedical Corporation (“Response Biomedical” or the
“Company”) as at and for the three month period ended March 31, 2009 and 2008 and the audited
consolidated financial statements as at and for each of the years in the three year period ended
December 31, 2008, including the related notes therein, prepared in accordance with Canadian
generally accepted accounting principles (“ Canadian GAAP”). These documents are available on
the SEDAR website at www.sedar.com. All amounts are expressed in Canadian dollars unless
otherwise indicated.

This discussion includes forward-looking statements made by management that involve uncertainties
and risks, including those discussed herein and as described in the “Risk Factors’ section of the
Annual Information Form. When used in this document, the words “may”, “would”, “could”, “will”,
“intend”, “plan”, “propose’, “anticipate’, “believe’, “forecast”, “ estimate’, and “expect” and similar
expressions as they reate to the Company or its management, are intended to identify forward-
looking statements. Such forward-looking statements should be given careful consideration and
undue reliance should not be placed on these statements. The Company bases its forward-looking
statements on information currently available to it, and assumes no obligation to update them, except
as required by law. The actual results may differ materially from those contained in any forward-
looking statements.

This management discussion and analysis of financial condition and results of operations has been
prepared as at May 4, 2009.

OVERVIEW

Response Biomedical develops, manufactures and sdlls diagnostic tests for use with its proprietary
RAMP® System, a fluorescent immunoassay-based on-site diagnostic testing platform. The RAMP
technology utilizes a unique method to account for sources of error inherent in conventional lateral
flow immunoassay technologies, thereby providing the ability to quickly and accuratdy detect and
quantify an analyte present in a liquid sample. Consequently, an end user on-site or in a point-of-
care setting can rapidly obtain important diagnostic information. Response Biomedical currently has
twelve tests available for clinical and environmental testing applications and the Company has plans
to commercialize additional tests.

In advance of expected growth of its products, the Company has been investing significantly, since
2007, to increase automation, quality and capacity of its manufacturing operations. Once
manufacturing scale up is complete, these investments will result in increased production capacity
from approximately 500,000 tests per shift per year to approximately 4 million tests per shift per
year in its new facility. The higher overhead from these investments, including amortization, is
resulting in higher per unit costs impacting gross margins however; in the longer-term the Company
expects gross margins to increase as sales volumes rise.

The Company currently has sales and marketing partnerships with Shionogi & Co., Ltd. to market
its B-type natriuretic peptide (“BNP”) test in Japan, Roche Diagnostics (“Roche’) to market the
Company’s line of cardiovascular point-of-care tests worldwide outside of Japan and 3M Company
(“3M”) for its infectious disease products. With itsinitial shipments to Rochein the first quarter of
2009, the Company has strong partners in place across the globe for its clinical product line.

The Company’s revenues by product and service market segment were as follows:

Clinical products revenue for the three month period ended March 31, 2009 increased 127% to
$1,742,707 compared to $769,145 for the same period in 2008.
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Vector products (West Nile Virus) revenue for the three month period ended March 31, 2009
increased 225% to $428,038 compared to $131,665 for the same period in 2008.

Biodefense products revenue for the three month period ended March 31, 2009 decreased 45% to
$108,832 compared to $196,676 for the same period in 2008.

Contract service fees and revenue from collaborative research arrangements for the three month
period ended March 31, 2009 increased 472% to $432,824 compared to $75,635 for the same period
in 2008.

As at March 31, 2009, the Company had $706,509 in cash and cash equivalents, a decrease of
$1,548,143 compared to $2,254,652 as at December 31, 2008. As at March 31, 2009, the
Company had a working capital balance of $1,582,577, a decrease of $1,364,211 compared to
$2,946,788 as at December 31, 2008.

2009 key operational milestones included:

a On February 12, 2009, the Company announced that Roche Diagnostics has agreed to fund
two new projects aimed at strengthening the commercial success of the Response
cardiovascular line of products. The first project approved for funding is to complete a
submission for a CLIA-waiver for the RAMP® NT-proBNP assay. The second project is
the development of a next-generation Troponin | (Tnl) assay.

g On March 26, 2009, the Company announced that it has signed a collaboration/grant with
Foundation for Innovative New Diagnostics (“FIND”) to start developing a rapid point-of-
care tuberculosis diagnostic assay. The first phase of this collaboration grant is a feasibility
study. If successful, a second phase may follow and involve testing optimized assays on
simulated samples at Response Biomedical.

CRITICAL ACCOUNTING POLICIESAND ESTIMATES

The Company’s unaudited consolidated financial statements are prepared in accordance with
Canadian GAAP. These accounting principles require management to make certain estimates and
assumptions. Management believes that the estimates and assumptions upon which it determines its
assessments are reasonable based upon the information available at the time that these estimates and
assumptions are made. Areas of significant estimates include allowance for bad debt, estimated life
of property, plant and equipment, recovery of the carrying value of long-lived assets, lease
inducements, provisions for inventory obsolescence, accrual for warranty, provisions for sales
returns and allowances, stock-based compensation expense and valuation allowance on future
income tax assets. Actual results could differ from management’ s estimates.

The Company’s significant accounting policies are disclosed in Note 2 to the audited consolidated
financial statements as at and for the year ended December 31, 2008. The Company believes that
the significant accounting policies disclosed in its audited consolidated financial statements are
critical in fully understanding and evaluating its reported interim and annual financial results.
Additional information relating to the Company, including its fiscal 2008 audited consolidated
financial statements, is available by accessing the SEDAR website at www.sedar.com.

Revenue Recognition

Product sales are recognized upon the shipment of products to distributors, if a signed
contract exists, the sales price is fixed and determinable, collection of the resulting
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receivables is reasonably assured and any uncertainties with regard to customer acceptance
are insgnificant. Sales are recorded net of discounts and sales returns. Contract service fees
are recorded as revenue as the services are performed pursuant to the terms of the contract provided
collectibility is reasonably assured. Upfront fees from collaborative research arrangements which
are non-refundable, require the ongoing involvement of the Company and are directly linked to
specific milestones are deferred and amortized into income as services are rendered.  Upfront fees
from collaborative research arrangements which are non-refundable, require the ongoing involvement
of the Company and are not directly linked to specific milestones are deferred and amortized into
income on a straight-line basis over the term of ongoing development. Upfront fees from
collaborative research arrangements which are refundable are deferred and recognized once the
refundability period has lapsed.

Resear ch and Development Costs

Research costs are expensed in the year incurred. Development costs are expensed in the year
incurred unless the Company believes a development project meets Canadian GAAP criteria for
deferral and amortization. To date, no development costs have been deferred.

Effective January 1, 2009, the Company adopted the new recommendations of the Canadian Institute
of Chartered Accountants (CICA) under CICA Handbook Section 3064 - “Goodwill and Intangible
Assets’.  This section replaces existing Section 3062 “ Goodwill and Other Intangible Assets’ and
Section 3450, “Research and Development”. The new standard provides guidance on the
recognition, measurement, presentation and disclosure of goodwill and intangible assets.

Deferred L ease | nducement

Lease inducements arising from rent free inducements, non-repayable leasehold improvement
allowances and repayable leasehold improvement allowances received from the landlord are being
amortized over the term of the operating lease on a straight-line basis.

Stock-Based Compensation

The Company grants stock options to executive officers, directors, employees and consultants
pursuant to a stock option plan described in Note 10[c] to the unaudited consolidated financial
statements as at March 31, 2009. The Company uses the fair value method of accounting for all
stock-based awards for non-employees and for all stock-based awards to employees that were
granted, modified or settled since January 1, 2003. The fair value of stock options is determined
using the Black-Scholes option-pricing model, which requires certain assumptions, including future
stock price volatility and expected time to exercise. Changes to any of these assumptions could
produce different fair values for stock-based compensation.

Warranty Accruals

The Company offers a warranty on its products. The Company estimates costs that may be incurred
under its warranty program as liabilities at the time the products are sold. Factors that affect the
Company’ s warranty liability include the number of units sold, anticipated rates of warranty claims,
and costs per claim, which require management to make estimates about future costs. The Company
periodically assesses the adequacy of its recorded warranty liabilities and adjusts the amounts as
necessary. The initial recognition of and subsequent adjustments to the warranty accrua are
recorded to cost of sales.
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CHANGESIN ACCOUNTING POLICIES AND RECENT ACCOUNTING
PRONOUNCEMENTS

CHANGESIN ACCOUNTING POLICIES
Goodwill and Intangible Assets

Effective January 1, 2009, the Company adopted the new recommendations of the Canadian Institute
of Chartered Accountants (CICA) under CICA Handbook Section 3064 - “Goodwill and Intangible
Assets’.  This section replaces existing Section 3062 “ Goodwill and Other Intangible Assets’ and
Section 3450, “Research and Development”. The new standard provides guidance on the
recognition, measurement, presentation and disclosure of goodwill and intangible assets. Theimpact
of this change in accounting policy on prior periodsis as follows:

Three Month
Period Ended Year Ended
March 31, 2008 December 31, 2008
$ $
Consolidated Balance Sheets
Decrease in property, plant and equipment (55,511) (114,297)
Increase in intangible assets 55,511 114,297
Consolidated Statements of L ossand Cash Flows
Decrease in amortization of property, plant and equipment (21,933) (69,698)
Increase in amortization of intangible assets 21,933 69,698
Decreasein acquisition of property, plant and equi pment - (59,926)
Increase in acquistion of intangible assets - 59,926

Thefollowing table outlines the restated computer software amounts included in intangible assets:

Accumulated Net book

Cost Amortization value

$ $ $

March 31, 2009 333,728 218,926 114,802
December 31, 2008 329,713 215,416 114,297
March 31, 2008 269,787 167,651 102,137

Of the $114,802 in intangible assets as at March 31, 2009, $105,953 is related to software not yet
put in use [December 31, 2008 - $105,112].

RECENT ACCOUNTING PRONOUNCEMENTS

International Financial Reporting Standards (*1FRS”)

In 2005, the Accounting Standards Board announced that Canadian Generally Accepted Accounting
Principles are to be converged with IFRS. On February 13, 2008 the CICA confirmed that the use

of IFRS is required for fiscal years beginning on or after January 1, 2011, with appropriate
comparative data from the prior year.
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Under IFRS, there is significantly more disclosure required, specifically for interim reporting. In
addition, while IFRS uses a conceptual framework similar to Canadian GAAP, there are significant
differences in accounting policies that must be addressed. While the Company has commenced
assessing the adoption of IFRS for 2011, the financial reporting impact of the transition to IFRS
cannot be reasonably estimated at thistime.

RESULTS OF OPERATIONS
For the three month periods ended March 31, 2009 and 2008:
Revenue and Cost of Sales

Revenues from product sales for the three month period ended March 31, 2009 increased 108% to
$2,279,577 compared to $1,097,486 for the same period in 2008.

Clinical products revenue for the three month period ended March 31, 2009 increased 127% to
$1,742,707 compared to $769,145 for the same period in 2008. This increaseis primarily the result
of Roche Diagnostics' launch of the Company’s cardiac products in the U.S. as well as an increase
in demand from existing distributors and marketing partners. In the long-term, the Company expects
clinical products revenue to increase as newly launched products penetrate the marketplace and the
Company completes the scale up and automation of its manufacturing operations. In the short term,
the clinical products revenue may vary depending on the timing of orders from its distributors and
marketing partners.

Vector products (West Nile Virus) revenue for the three month period ended March 31, 2009
increased 225% to $428,038 compared to $131,665 for the same period in 2008. This increase is
primarily due to expanded usage by U.S. municipal health authorities, increased sales efforts by
distributors and the timing of shipments. In the future, the Company expects the sales of West Nile
Virus products to fluctuate at varying levels.

Biodefense products revenue for the three month period ended March 31, 2009 decreased 45% to
$108,832 compared to $196,676 for the same period in 2008. The decrease is primarily due to
reduced funding from governmental agencies for deployed detection capabilities, general decrease in
concern over biological attacks and a substantially penetrated target market. In the future, the
Company expects the sales of biodefense products to continue at similar levels.

Contract service fees and revenue from collaborative research arrangements for the three month
period ended March 31, 2009 increased 472% to $432,824 compared to $75,635 for the same period
in 2008. The variability is primarily due to the timing of the performance of services required to
recognize service revenue from the Company’'s collaborations. The Company expects contract
service fees and revenue from collaborative research arrangements to increase as a result of funding
by its partners for further advancements resulting in greater market competitiveness for some assays
currently available for sale as well as the development of new assays to expand and complement our
existing products.

Cost of sales for the three month period ended March 31, 2009 increased 93% to $1,928,771
compared to $1,001,329 for the same period in 2008. Cost of product sales includes direct
manufacturing labour and materials costs, alocated overhead including depreciation, and non-cash
stock-based compensation related to the granting of stock options to employees engaged in
manufacturing activities.
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Overall gross margin from product sales for the three month period ended March 31, 2009 was 15%
compared to 9% for the same period in 2008. The increase in gross margin is primarily due to a
shift in product mix partially offset by increased costs related to the new facility and implementation
of new manufacturing equipment, processes and personne as a result of the Company’s scale up
efforts. In the short-term, the Company expects variation in gross margin however, in the longer-
term, the Company expects gross margins to increase as sales volumesrise.

Expenses

Research and devel opment expenditures for the three month period ended March 31, 2009 decreased
by 31% to $1,229,866 from $1,794,921 for the same period in 2008. The decrease is primarily
rddated to decreased clinical trial and development expenditures totaling $439,000, reduced
professional charges totaling $92,000, lower legal fees in the amount of $46,000, reduced overhead
expenditures in the amount of $24,000 partially offset by increased amortization relating to the new
facility in totaling $63,000.

General and administrative expenditures for the three month period ended March 31, 2009 decreased
43% to $715,775 from $1,247,151 for the same period in 2008. The decrease is primarily due to
reduced rent charges in the amount of $347,000 mainly related to the new facility that prior to
occupancy in the year 2008 were fully charged to general and administrative expenses, reduced
administrative expenses totaling $127,000, decreased salaries totaling $113,000, partially offset by
increased legal expenses in amounts of $49,000 and increased amortization relating to the new
facility in amounts of $31,000.

Sales and marketing expenditures for the three month period ended March 31, 2009 decreased 38%
to $380,695 from $614,042 for the same period in 2008. The decrease is primarily due to reduced
salaries expenses totaling $168,000, lower charges allocated for overhead totaling $33,000, reduced
travel and conference expenditures totaling $30,000, lower sdling expenses in the amount of
$24,000 partially offset by increased amortization relating to the new facility in the amount of
$15,000 and higher administrative expenses in totaling $10,000.

Other I ncome/Expenses

For the three month period ended March 31, 2009, interest expense amounted to $208,196 compared
to $146,507 for the same period in 2008. The increase is due to the interest portion on the repayment
of the repayable leasehold improvement allowance related to the new facility operating lease
agreement.

During the three month period ended March 31, 2009, the Company earned interest income of
$7,551 as compared to $40,159 for the same period in 2008. The decrease is as a result of lower
average funds on deposit and declining interest rates.

During the three month period ended March 31, 2009, the Company had a foreign exchange gain of
$11,936 as compared to $46,559 for the same period in 2008. Foreign exchange gains and losses
arelargely due to US dollar balances of cash and cash equivalents, accounts receivable and accounts
payable affected by the fluctuations in the value of the US dollar as compared to the Canadian
dollar. The Company uses the exchange rate posted on the Federal Reserve Bank of New York
website (www.ny.frb.org) for the last business day of each period. The exchange rate as at March
31, 2009 was $0.7935 US per CDN dollar [December 31, 2008 - $0.8170, December 31, 2007 -
$1.012].
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Loss

For the three month period ended March 31, 2009, the Company reported a loss of $1,731,415 or
$0.01 per share compared to a loss of $3,544,111 or $0.03 per share for the same period in 2008.
This 51% decrease in the loss is primarily due to higher gross profit margin on product sales, higher
contract service fee and revenues from collaborative research arrangements and reduced expenses
across al departments, partially offset by higher interest expense, lower interest income and
decreased foreign exchange gain.

SUMMARY OF QUARTERLY RESULTS
The table below sets forth sdected data derived from the Company’'s unaudited consolidated

financial statements prepared in accordance with Canadian GAAP for the eight quarters ended
March 31, 2009.

2009 2008 2008 2008 2008 2007 2007 2007
Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
$ $ $ $ $ $ $ $
Product Revenue 2,279,577 1,584,474 1,371,958 845,923 1,097,486 919,053 869,738 687,989
Cost of Sales 1,928,771 1,733,303 1,660,071 832,453 1,001,329 986,724 803,009 731,981
Gross Profit (Loss) 350,806 (148,829) (288,113) 13,470 96,157 (67,671) 66,729 (43,992)
Gross Margin on
Product Sales 15% -9% -21% 2% 9% -1% 8% -6%
Services Revenue 432,824 650,097 99,172 151,592 75,635 63,220 152,105 311,547
Total Revenue 2,712,401 2,234,571 1,471,130 997,515 1,173,121 982,273 1,021,843 999,536
Expenses 2,326,336 3,016,756 3,294,694 3,686,024 3,656,114 4,379,794 3,110,219 4,007,605
Loss for the Period 1,731,415 2,694,449 3,684,602 3,740,494 3,544,111 4,299,946 2,892,230 3,987,766
Loss per Share —
Basic and Diluted 0.01 0.02 0.03 0.03 0.03 0.04 0.02 0.03
Total Assets 17,950,788 19,394,907 17,823,547 21,553,341 25,187,741 17,938,351 16,473,216 7,593,556

Quarter-to-quarter variability in product revenue is driven primarily by the following factors:

8 The timing of cardiac product orders from the Company’s marketing partners and
distributors;

Additional revenues from the launch of cardiac products by Roche Diagnosticsin the U.S.;
Thetiming of significant bio-defense system orders;

Seasonality related to the demand for Influenza A+B products; and

Seasonality related to the demand for RAMP West Nile Virus products as well as significant
penetration of this market.

wn W W W

Quarter to quarter variability in contract service fees and revenue from collaborative research
arrangements is primarily due to the timing of the performance of services required to recognize
service revenue from the Company’ s collaborations.

The quarter to quarter fluctuations in losses reported are primarily the result of the variability of
gross margins on product sales resulting from changes in product mix, charges incurred due to the
scale up and automation of the Company’ s manufacturing operations in anticipation of growth in its
clinical products business, variability in expenses across all departments, the timing of recognition of
contract service fees and revenues from collaborative research arrangements, fluctuations in interest
income and foreign exchange gains or 1osses.
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LIQUIDITY AND CAPITAL RESOURCES

The Company has financed its operations primarily through equity and debt financings. As of
March 31, 2009, the Company has raised approximately $80 million from the sale and issuance of
equity securities and convertible debt, net of issue costs. The Company also relied on a repayable
leasehold improvement allowance from its landlord to fund capital expenditures related to the new
facility.

As at March 31, 2009, the Company had a working capital balance of $1,582,577, a decrease of
$1,364,211 compared to $2,946,788 as at December 31, 2008. In the fourth quarter of 2008, the
Company took measures to reduce operating expenses and its net use of cash, however depending on
the ramp up of sales by the Company’s partners, requirements for working capital may increase.
For the three month period ended March 31, 2009, the Company relied primarily on cash on hand
and cash generated from gross margin on product sale and prepayments related to contract service
fees and revenues from collaborative research arrangements to fund its expenditures.

The Company’s inability to generate sufficient cash flows may result in it not being able to continue
as a going concern. For the three month period ended March 31, 2009, the Company incurred losses
of $1,731,415 compared to $3,544,111 for the same period in 2008. The Company has incurred
significant losses to date and as at March 31, 2009 had an accumulated deficit of $82,888,194 and
has not generated positive cash flow from operations, accordingly, there is significant uncertainty
about the Company’s ability to continue as a going concern. Management has been able, thus far, to
finance the operations through a series of debt and equity financings. Management will continue, as
appropriate, to seek other sources of financing on favourable terms; however, there are no
assurances that any such financing can be obtained on favourable terms, if at all. In view of these
conditions, the ability of the Company to continue as a going concern is dependant upon its ability to
obtain such financing and, ultimately, on achieving profitable operations. The outcome of these
matters cannot be predicted at this time. The consolidated financial statements for the period
presented do not include any adjustments to the amounts and classification of assets and liabilities
that might be necessary should the Company be unable to continue in business. See “Risks and
Uncertainties’.

COMMITMENTSAND CONTRACTUAL OBLIGATIONS

Asat March 31, 2009, the Company had the following commitments and contractual obligations.

Commitments and Obligations Total lYear 2-3Years 4-5Years >5Years

$ $ $ $ $
Equipment Operating L eases 90,720 30,240 60,480 - -
License Fees 85,250 11,000 33,000 22,000 19,250
Repayable Leasehold Allowance 14,775,963 1,061,746 2,123,492 2,123,492 9,467,234
Facility Sublease 14,334,208 843,880 1,800,965 1,897,621 9,791,742
Total 29,286,141 1,946,865 4,017,937 4,043,113 19,278,226

OFF BALANCE SHEET ARRANGEMENTS
The Company does not have any off balance sheet arrangements requiring disclosure.
OUTSTANDING SHARE CAPITAL

As at March 31, 2009 there were 170,338,675 common shares issued and outstanding for a total of
$80,107,580 in share capital, 9,760,725 (of which 1,965,715 are exercisable at a weighted-average
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exercise price of $0.68 per share) common shares issuable upon the exercise of outstanding stock
options at a weighted-average exercise price of $0.64 per share, 3,162,517 common shares reserved
for future grant or issuance under the Company’s stock option plan and 17,001,668 common shares
issuable upon the exercise of outstanding warrants at an exercise price of $0.20.

As at May 4, 2009 there were 170,338,675 common shares issued and outstanding, 9,755,225 (of
which 2,086,536 are exercisable at a weighted-average exercise price of $0.68 per share) common
shares issuable upon the exercise of outstanding stock options at a weighted-average exercise price
of $0.64 per share, with 3,168,017 common shares reserved for future grant or issuance under the
Company’s stock option plan and 17,001,668 common shares issuable upon the exercise of
outstanding warrants at an exercise price of $0.20 per share.

TRANSACTIONSWITH RELATED PARTIES

[a The following expenses were incurred by the Company for services provided by directors or
companies related to or under their control:

Three Months Ended March 31, 2009 2008
$ $

General and administrative
Directors fees 21,000 24,000
Legal fees 26,532 1,858
47,532 25,858

During June 2008 strategic consulting service fees in the amount of $250,000 were incurred by
the Company for extraordinary services provided by a non-management member of the Board of
Directors. This amount remains outstanding and is included in the balance of accrued and other
liabilities as at March 31, 2009.

For the three month period ended March 31, 2009, directors fees totaling $21,000 [2008 -
$24,000] were incurred by the Company for routine services provided by non-management
members of the Board of Directors. Asat March 31, 2009, $108,000 remained outstanding and
was included in the balance of accrued and other liabilities. No payments to directors have
been made in the three month period ended March 31, 20009.

The Company retains a law firm where a corporate partner is a non-management member of the
Board of Directors. For the three month period ended March 31, 2009, the Company incurred
legal fees from this law firm totaling $26,532 [2008 - $1,858]. $26,532 remains outstanding
and isincluded in the balance of accrued and other liabilities as at March 31, 2009.

[b] In 2006, the Company entered into an agreement with a development partner, whereby the
development partner became a shareholder of the Company.

The Company earned revenues from this development partner as follows:

Three Months Ended March 31, 2009 2008

$ $

Product revenues 47,941 179,019
Contract service fees and revenues from

collaborative research arrangements 139,834 75,635

187,775 254,654

As at March 31, 2009, $187,775 isincluded in trade receivables.
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All rdated party transactions are recorded at their exchange amounts, established and agreed
between the rdated parties.

FINANCIAL INSTRUMENTS

For certain of the Company’s financial instruments, including cash and cash equivalents, trade
receivables, other receivables, accounts payable, accrued and other liabilities the carrying amounts
approximate fair values due to ther short-term nature. The carrying value of the repayable
leasehold improvement allowance approximates the fair value based on the discounted cash flows at
market rates.

As at March 31, 2009, four customers represent 77% [2008 - four customers represent 72%] of the
trade receivables balance. For the three month period ended March 31, 2009, three customers
represent 68% [2008 - three customers represent 46%) of total product sales. For the three month
period ended March 31, 2009, two customers represent 100% [2008 - two customers represent
100%] of total service revenues.

Financial risk is the risk to the Company’s results of operations that arises from fluctuations in
interest rates and foreign exchange rates and the degree of volatility of these rates. The Company is
subject to foreign exchange risk as a significant portion of its revenues and expenditures are
denominated in US dollars. Significant losses may occur due to significant balances of cash and
cash equivalents held in US dollars that may be affected negatively by a decline in the value of the
US dollar as compared to the Canadian dollar. The Company mitigates foreign exchange risk by
maintaining a US dollar bank account for all US revenues and expenditures, thereby minimizing
currency exchange.

CHANGESIN INTERNAL CONTROL OVER FINANCIAL REPORTING

No change in the Company’s internal control over financial reporting occurred during the three
month period ended March 31, 2009 that has materially affected, or is reasonably likely to materialy
affect, the Company’s internal control over financial reporting.

RISKSAND UNCERTAINTIES

Although the Company believes that there is a significant market opportunity for its diagnostic
products, the markets for rapid on-site and point-of-care diagnostic tests are fragmented and still in
their early stages of growth. Accordingly, there are a variety of risks that the Company will facein
order to be successful:

1) Financial results: The Company’s inahility to generate sufficient cash flows may result in it not
being able to continue as a going concern. The Company’s unaudited consolidated financial
statements have been prepared on a going concern basis, which presumes the redlization of assets
and the settlement of liabilities in the normal course of operations. The Company has incurred
significant losses to date and as at March 31, 2009 had an accumulated deficit of $82,888,194 and
has not generated positive cash flow from operations. In view of these conditions, the ability of the
Company to continue as a going concern is dependant upon its ability to obtain additional financing
and on achieving profitable operations. The outcome of these matters cannot be predicted at this
time. The unaudited consolidated financial statements for the periods presented do not include any
adjustments to the amounts and classification of assets and liahilities that might be necessary should
the Company be unable to continue in business; 2) Need to raise additional capital: The Company
has incurred substantial operating losses and has an ongoing need to raise additional funds to
continue conducting its research and development programs and clinical trials, purchase capital
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equipment and commercialize its products. When necessary, the Company will pursue arrangements
for additional capital, however thereis no certainty, particularly during the current difficult financial
markets, that funds will be available on acceptable terms, if at al. If additional funds are not
obtained when needed, the Company would have to curtail or cease its operations resulting in a
material adverse impact on its business and stakeholders; 3) Economic conditions: During the
current economic downturn, there is greater risk that end-user customers of the Company’s product
may be slower to make purchase commitments which may negatively impact sales of the Company’s
new and existing products; 4) Managing growth: The Company may not be able to effectively and
efficiently manage the planned growth of its operations and, as a result, it may find itself unable to
effectively compete in the marketplace with its products resulting in lost revenue, poor operational
performance and sustained losses; 5) Suppliers: Some of the Company’s raw materials and services
are provided by sole-source suppliers. In the event a sole-sourced material or service became
unavailable, there may be a delay in obtaining an alternate source, and the alternate source may
require significant development and time to meet product specifications; 6) Alliances: The Company
relies significantly on strategic alliance partners to develop and commercialize products and on third
party distributors to market and sdl its products. If the Company is unable to successfully establish
or maintain acceptable agreements with potential and existing partners and distributors, its ability to
access various markets prafitably with its products may be significantly restricted. If the Company’s
partners and distributors are unable to execute on ther sales and marketing strategies, the
Company’ s product sales may be reduced or restricted; 7) I ntellectual property: The Company may
not be able to adequately protect its technology and proprietary rights, and third parties may clam
that the Company infringes their proprietary rights. There are many patent claims in the area of
lateral flow immunoassays and some patent infringement lawsuits have occurred amongst parties
other than ourselves, with respect to patents in this area; 8) Product liability: The Company may be
subject to product liability claims, which may adversely affect its operations. Although the Company
currently maintains product liability insurance, it cannot assure that this insurance is adequate, and,
at any time, it is possible that such insurance coverage may cease to be available on commercially
reasonable terms, or at al; 9) Market, competition and technological risk: Significant efforts are
being made by companies with greater resources than the Company to develop competing
technologies and products. The success of the Company will depend upon the ability of the Company
to demonstrate the competitive performance of its products. Particularly important to its future
results of operations will be the Company’s together with its partner Roche' s success in developing
the point-of-care NT-proBNP market; 10) New instrument: In April 2008, the Company received
US FDA 510(k) clearance to market a new instrument now commercially available in the US.
Certain features of the new instrument, including higher throughput over the existing instrument, are
critical to the successful launch and adoption of the Company’s Flu A+B test to be marketed and
sold by 3M and the RAMP NT-proBNP test to be marketed and sold by Roche. There is no
assurance that the design of the instrument will meet all the needs of the market place or that the new
instrument can be routindy manufactured to specifications; 11) Stock Exchange Listing: The
common shares of the Company are listed on the Toronto Stock Exchange (“TSX”). Continued
listing on the TSX requires, among other things, that the Company's financial condition and the
trading value of its common shares meet the TSX requirements. The TSX has announced a de-
listing review of the Company, which requires that the Company demonstrate that it meets the TSX
requirements by early May 2009. No assurance can be given that the Company will be able to meet
the TSX continued listing requirements or be able to have its securities listed on another public
exchange. 12) Industry consolidation: The market for immunoassay-based diagnostic testing is
rapidly changing as a result of recent consolidation in the industry. The impact of consolidation of
several major competitors in the market for immunoassay testing is difficult to predict and may harm
the business; 13) Gover nment regulation: For clinical testing applications the Company requires a
number of regulatory clearances to market its products and obtaining these clearances can be
uncertain, costly and time consuming; the Company is also subject to ongoing regulation of the
products for which it has already obtained regulatory clearance, among other things, which may
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MANAGEMENT’S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

result in significant costs or in certain circumstances, the suspension or withdrawal of previously
obtained clearances;, 14) Third-party re-imbursement: Sales and pricing of medical products,
including the Company’s, are affected by third-party rembursement. Depending on manufacturing
costs, the Company may not be able to profitably sdl its products at prices that would be acceptable
to third party rembursement programs,; 15) Seasonality: The business and industry is affected by
seasonality, including governmental budget cycles. The Company may not be able to successfully
scale up operations to meet demand during peak seasonal periods or scale down operations during
periods of low demand, which could result in lost revenue and/or adversdy affect cash flows and
losses; 16) Financial and accounting regulation: Evolving regulation of corporate governance and
public disclosure may result in additional expenses and continuing uncertainty; investor confidence
and share value may be adversdy impacted if the Company’s independent auditors are unable to
provide it with the attestation of the adequacy of the Company’s internal controls over financial
reporting, as required by Section 404 of the US Sarbanes-Oxley Act of 2002; Future changes in
financial accounting standards or practices or existing taxation rules or practices may cause adverse
unexpected revenue and/or expense fluctuations and affect the reported results of operations,
valuation of stock-based payments, which the Company is required to perform for purposes of
recording compensation expense under FAS 123(R), involves significant assumptions that are
subject to change and difficult to predict; and 17) Interest rate and foreign exchange: The
Company is subject to risk that the Company’s results of operations are affected by fluctuations in
interest rates and foreign exchange rates and the degree of volatility of these rates. The Company is
subject to foreign exchange risk as a significant portion of its revenues are denominated in US
dollars. The Company mitigates foreign exchange risk by maintaining a US dollar bank account for
all US revenues and expenditures, thereby minimizing currency exchange. Interest rate risk arises
due to the Company’s cash and cash equivalents, and restricted investments being invested in
variable rate securities and in the future by the Company’ s loans which may have fixed and variable
interest rates.

Additional information relating to the Company is available by accessing the SEDAR website at
www.sedar.com, including information about risks, uncertainties and other factors which may cause
the actual results, performance or achievement of the Company, or industry results, to be materially
different from any future results. Such factors include, among others, those described in the
Company's annual report on Form 20-F.
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Response Biomedical Corporation
Incorporated under the laws of British Columbia

CONSOLIDATED BALANCE SHEETS

[See Note 1 - Basis of Presentation and Going Concern Uncertainty]

(Unaudited - Expressed in Canadian dollars)

March 31, December 31,
2009 2008
$ $
ASSETS
Current
Cash and cash equivalents 706,509 2,254,652
Trade receivables, net [notes 5 and 11[b]] 1,946,972 991,540
Other receivables 42,994 60,476
Inventories [ note 6] 1,897,918 2,411,329
Prepaid expenses and other 236,638 256,760
Total current assets 4,831,031 5,974,757
Long-term prepaids 200,286 200,729
Restricted investments [ note 8[iii] ] 901,625 903,248
Property, plant and equipment [ note 7] 11,903,044 12,201,876
Intangible assets [ note 3] 114,802 114,297
17,950,788 19,394,907
LIABILITIESAND SHAREHOLDERS EQUITY
Current
Accounts payable [ note 5] 725,979 572,576
Accrued and other liabilities[note 11[a]] 1,508,806 1,941,271
L ease inducements - current portion [note 8] 414,518 412,717
Deferred revenue - current portion [ note 9] 599,151 101,405
Total current liabilities 3,248,454 3,027,969
L ease inducements [ note 8] 9,452,495 9,558,668
Deferred revenue [ note 9] 34,271 48,142
12,735,220 12,634,779
Commitments and contingencies [ note 12]
Shareholders equity
Share capital [ note 10[ b] ] 80,107,580 80,107,580
Contributed surplus [note 10[b] ] 7,996,182 7,809,327
Deficit (82,888,194) (81,156,779)
Total shareholders’ equity 5,215,568 6,760,128
17,950,788 19,394,907

See accompanying notes

On behalf of the Board:

S. Wayne Kay
Director

Richard K. Bear
Director
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Response Biomedical Corporation

CONSOLIDATED STATEMENTSOF LOSS,
COMPREHENSIVE LOSSAND DEFICIT

(Unaudited - Expressed in Canadian dollars)

Three Months Ended M arch 31, 2009 2008
$ $
REVENUE
Product sales [notes 11[b] and 13] 2,279,577 1,097,486
Cost of sales[note 10[d]] 1,928,771 1,001,329
Gross profit on product sales 350,806 96,157
Contract service fees and revenues from
collaborative research arrangements [notes 11[b] and 13] 432,824 75,635
783,630 171,792
EXPENSES
Research and development [note 10[d] ] 1,229,866 1,794,921
General and administrative [notes 10[d] and 11[a]] 715,775 1,247,151
Marketing and business development [note 10[d] ] 380,695 614,042
2,326,336 3,656,114
OTHER EXPENSES (INCOME)
Interest expense [note 8] 208,196 146,507
Interest income (7,551) (40,159)
Foreign exchange gain (11,936) (46,559)
188,709 59,789
L oss and comprehensive loss for the period (1,731,415) (3,544,111)
Deficit, beginning of period (81,156,779) (67,493,123)
Deficit, end of period (82,888,194) (71,037,234)
L oss per common share - basic and diluted $ (001) $ (0.03)
Weighted average number of common shares
outstanding 170,338,675 129,986,181

See accompanying notes
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Response Biomedical Corporation

CONSOLIDATED STATEMENTSOF CASH FLOWS

(Unaudited - Expressed in Canadian dollars)

Three Months Ended M arch 31, 2009 2008
$ $
OPERATING ACTIVITIES
Lossfor the year (1,731,415) (3,544,111)
Add (deduct) items not involving cash:
Amortization of property, plant and equipment [ hote 7] 336,904 127,185
Amortization of deferred lease inducements [note 8] (42,234) (9,046)
Stock-based compensation 186,855 178,660
Amortization of deferred costs - 2,550
Amortization of intangible assets [note 3] 3,510 21,933
Deferred |ease inducements - 95,784
Restricted investments 1,623 756
Changes in non-cash working capital
Trade receivables (955,432) (360,644)
Other receivables 17,482 982,716
Inventories 513,411 (243,590)
Prepaid expenses and other 20,565 5,102
Accounts payable 120,168 (1,236,543)
Accrued liabilities (432,464) (30,313)
Deferred revenue 483,875 (24,342)
Foreign exchange (gain) loss 57,191 (49,491)
Cash used in operating activities (1,419,961) (4,083,394)
INVESTING ACTIVITIES
Purchase of property, plant and equipment (4,838) (3,276,059)
Intangible assets (4,015) -
Cash used in investing activities (8,853) (3,276,059)
FINANCING ACTIVITIES
Repayable |ease inducement received - 2,399,460
Repayment of repayable lease inducement (62,138) (38,767)
Proceeds from issuance of common shares, and
warrants, net of share issue costs and prepaid subscriptions - 225,890
Cash (used in) provided by financing activities (62,138) 2,586,583
Effect of changesin foreign currency rates
on cash and cash equivalents (57,191) 49,491
Decrease in cash during the period (1,548,143) (4,772,870)
Cash and cash equivalents, beginning of period 2,254,652 8,173,961
Cash and cash equivalents, end of period 706,509 3,450,582
Supplemental Disclosure
Interest paid in cash 208,196 146,507
Non-cash activity:
Non-repayable leasehold improvement allowance received - 1,098,982

See accompanying notes
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Response Biomedical Corporation
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009 and 2008
(Unaudited - Expressed in Canadian dollars)

1. BASISOF PRESENTATION AND GOING CONCERN UNCERTAINTY

Response Biomedical Corporation (the “Company”) was incorporated on August 20, 1980 under the
predecessor to the Business Corporations Act (British Columbia). The Company is engaged in the
research, development, commercialization and distribution of diagnostic technologies for the medical
point of care (“POC”) and on-site environmental testing markets. POC and on-site diagnostic tests (or
assays) are simple, non-laboratory based tests performed using portable hand-held devices, compact
desktop analyzers, single-use test cartridges and/or dipsticks. Since 1996, the Company has
developed and commercialized a proprietary diagnostic system called RAMP®.

The RAMP System is a portable fluorescence immunoassay-based diagnostic technology that
combines the performance of a clinical lab with the convenience of a dipstick test - establishing a new
paradigm in diagnostic testing. Immunoassays are extremely sensitive and specific tests used to
identify and measure small quantities of materials, such as proteins. Any biological molecule and
most inorganic materials can be targeted. Accordingly, the RAMP technology is applicable to
multiple distinct market segments and many products within those segments. RAMP tests are now
commercially available for use in the early detection of heart attack, congestive heart failure,
influenza A+B, environmental detection of West Nile Virus, and biodefence applications including
the rapid on-site detection of anthrax, smallpox, ricin and botulinum toxin.

These consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting principles (“Canadian GAAP’) on a going concern basis, which presumes that
the Company will be able to realize its assets and discharge its liahilities in the normal course of
business for the foreseeable future.

The Company’s inability to generate sufficient cash flows may result in it not being able to continue
as a going concern. The Company has incurred significant losses to date and as at March 31, 2009
had an accumulated deficit of $82,888,194 and has not generated positive cash flow from operations,
accordingly, there is significant uncertainty about the Company’s ability to continue as a going
concern. Management has been able, thus far, to finance the operations through a series of debt and
equity financings. Management will continue, as appropriate, to seek other sources of financing on
favourable terms;, however, there are no assurances that any such financing can be obtained on
favourable terms, if at all. In view of these conditions, the ability of the Company to continue as a
going concern is dependant upon its ahility to obtain such financing and, ultimately, on achieving
profitable operations. The outcome of these matters cannot be predicted at this time. The
consolidated financial statements for the period presented do not include any adjustments to the
amounts and classification of assets and liahilities that might be necessary should the Company be
unable to continue in business.

The unaudited consolidated interim financial statements do not include all of the information and
footnotes required to be presented for annual financial statements. Accordingly, these financial
statements should be read in conjunction with the annual consolidated financial statements and notes
thereto for the year ended December 31, 2008.

The accompanying consolidated interim financial statements reflect, in the opinion of management,
all adjustments (which include reclassifications and normal recurring adjustments) necessary to
present fairly the financial position at March 31, 2009 and its results of operations and its cash flows
for the period then ended and for all such periods presented.
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Response Biomedical Corporation
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009 and 2008
(Unaudited - Expressed in Canadian dollars)

2. SIGNIFICANT ACCOUNTING POLICIES
Revenue recognition

Product sales are recognized upon the shipment of products to distributors, if a signed contract exists,
the sales price is fixed and determinable, collection of the resulting receivables is reasonably assured
and any uncertainties with regard to customer acceptance are insignificant. Sales are recorded net of
discounts and sales returns.

Contract service fees are recorded as revenue as the services are performed pursuant to the terms of
the contract provided collectibility is reasonably assured. Upfront fees from collaborative research
arrangements which are non-refundable, require the ongoing involvement of the Company and are
directly linked to specific milestones are deferred and amortized into income as services are rendered.
Upfront fees from collaborative research arrangements which are non-refundable, require the ongoing
involvement of the Company and are not directly linked to specific milestones are deferred and
amortized into income on a straight-line basis over the term of ongoing development. Upfront fees
from collaborative research arrangements which are refundable are deferred and recognized once the
refundability period has lapsed.

The Company's other significant accounting policies are disclosed in Note 2 of its audited
consolidated financial statements as at and for the year ended December 31, 2008. There were no
significant adoptions or changes in accounting policies since the fiscal year ended December 31, 2008
other than those noted in Note 3.
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Response Biomedical Corporation

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009 and 2008
(Unaudited - Expressed in Canadian dollars)

3. CHANGE IN ACCOUNTING POLICY AND RECENT ACCOUNTING
PRONOUNCEMENT

CHANGE IN ACCOUNTING POLICY
Goodwill and Intangible Assets

Effective January 1, 2009, the Company adopted the new recommendations of the Canadian Institute
of Chartered Accountants (CICA) under CICA Handbook Section 3064 - “Goodwill and Intangible
Assets’.  This section replaces existing Section 3062 “Goodwill and Other Intangible Assets’ and
Section 3450, “Research and Development”. The new standard provides guidance on the
recognition, measurement, presentation and disclosure of goodwill and intangible assets. The impact
of this change in accounting policy on prior periodsis as follows:

Three Month
Period Ended Year Ended
March 31, 2008 December 31, 2008
$ $
Consolidated Balance Sheets
Decrease in property, plant and equipment (55,511) (114,297)
Increase in intangible assets 55,511 114,297
Consolidated Statements of L ossand Cash Flows
Decrease in amortization of property, plant and equipment (21,933) (69,698)
Increase in amortization of intangible assets 21,933 69,698
Decrease in acquisition of property, plant and equipment - (59,926)
Increase in acquistion of intangible assets - 59,926

The following table outlines the restated computer software amounts included in intangible assets:

Accumulated Net book

Cost Amortization value

$ $ $

March 31, 2009 333,728 218,926 114,802
December 31, 2008 329,713 215,416 114,297
March 31, 2008 269,787 167,651 102,137

Of the $114,802 in intangible assets as at March 31, 2009, $105,953 isrelated to software not yet put
in use [December 31, 2008 - $105,112].
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Response Biomedical Corporation
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009 and 2008
(Unaudited - Expressed in Canadian dollars)

3. CHANGE IN ACCOUNTING POLICY AND RECENT ACCOUNTING
PRONOUNCEMENT (cont’d)

RECENT ACCOUNTING PRONOUNCEMENT
Inter national Financial Reporting Standards (“1FRS”)

In 2005, the Accounting Standards Board announced that Canadian Generally Accepted Accounting
Principles are to be converged with IFRS. On February 13, 2008 the CICA confirmed that the use of
IFRS is required for fiscal years beginning on or after January 1, 2011, with appropriate comparative
data from the prior year.

Under IFRS, there is significantly more disclosure required, specifically for interim reporting. In
addition, while IFRS uses a conceptual framework similar to Canadian GAAP, there are significant
differences in accounting policies that must be addressed. While the Company has commenced
assessing the adoption of IFRS for its fiscal year beginning January 1, 2011, the financial impact of
the transition to IFRS cannot be reasonably estimated at thistime.

4. CAPITAL MANAGEMENT

The Company’s objectives when managing its capital are to safeguard the Company’s ability to
continue as a going concern so it may provide returns to shareholders and benefits to other
stakeholders. This is accomplished by pricing products and services commensurately with the
Company’s dtrategies that attempt to maximize long-term profits and cash flows, and to obtain
funding on terms that maximize shareholder value. The Company monitors the debt to equity ratio,
which it defines as total liahilities divided by shareholder’s equity as disclosed in the consolidated
balance shests.

The Company has three externally imposed capital requirements which are recorded as restricted
investments in the long-term asset section of the consolidated balance sheets:

a) To secure the facility lease, the Company is maintaining a security deposit with the landlord in the
form of an irrevocable | etter of credit [Note 8[iii]].

b) As security on a credit facility, the Company isrequired to hold a $27,500 investment deposit with
the lending ingtitution providing the capital.

€) As security on services provided to the Company, the Company is required to hold a $2,500
investment deposit to the company providing these services.

The Company has not revised its capital management strategies during the three months ended
March 31, 2009.
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Response Biomedical Corporation
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009 and 2008
(Unaudited - Expressed in Canadian dollars)

5. FINANCIAL INSTRUMENTS

For certain of the Company’'s financial instruments, including cash and cash equivalents, trade
receivables, other receivables, accounts payable and accrued and other liabilities the carrying amounts
approximate fair values due to their short-term nature. The carrying value of the repayable leasehold
improvement allowance approximates the fair value based on the discounted cash flows at market
rates.

Under CICA Handbook Section 3855, financial instruments must be classified into one of these five
categories: held-for-trading, held-to-maturity, loans and receivables, available-for-sale financial assets
or other financial liabilities. Held-for-trading financial instruments are initially measured at fair
value and subsequent changes in fair value are recognized in net income. Available-for-sale financial
instruments are initially measured at fair value with subsequent 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. Held-to-maturity investments are initially measured at fair
value and subsequently measured at amortized cost using the effective interest method with changes
in amortized cost recorded to net income. Loans and receivables and other financial liabilities are
initially measured at amortized cost with subsequent changes in amortized cost recorded to net
income. Transaction costs (except for transaction costs related to held-for-trading financial
statements which are expensed as incurred) are included in the carrying amounts of financial
instruments as they are carried on the balance shest.

The Company has classified its cash and cash equivalents as held-for-trading. Restricted investments
are classified as held-to-maturity. Trade receivables and other receivables are classified as loans and
receivables. Accounts payable, accrued and other liabilities and repayable leasehold improvement
allowance are classified as other financial liabilities.

Carrying value and fair value of financial assets and liabilities as at March 31, 2009 and December
31, 2008 are summarized as follows:

March 31, 2009 December 31, 2008
Carrying Value Fair Value  Carrying Value Fair Value
$ $ $ $
Held-for-trading 706,509 706,509 2,254,652 2,254,652
Loans and receivables 1,989,966 1,989,966 1,052,016 1,052,016
Held-to-maturity 901,625 901,625 903,248 903,248
Other financial liabilities 9,764,817 9,764,817 10,106,017 10,106,017
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Response Biomedical Corporation
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009 and 2008
(Unaudited - Expressed in Canadian dollars)

5. FINANCIAL INSTRUMENTS (cont’d)
Risks

The Company’s activities expose it to various risks including liquidity risk, credit risk and market
risks such as currency risk, interest rate risk and other price risk. The Company’s risk management
activities are designed to mitigate possible adverse side effects on the Company’ s performance with a
primary focus on preservation of capital. Risk management activities are managed by the finance and
accounting department.

Market Risk

Currency Risk

The Company is subject to foreign exchange risk as a significant portion of its revenues and
expenditures are denominated in US dollars. Significant losses may occur due to significant balances
of cash and cash equivalents held in US dollars that may be affected negatively by a decline in the
value of the US dollar as compared to the Canadian dollar. The Company mitigates foreign exchange
risk by maintaining a US dollar bank account for all US revenues and expenditures, thereby
minimizing currency exchange.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Company’s exposure to interest rate risk is
limited asits cash equivalents and restricted investments are short-term in nature.

Other Price Risk

Other pricerisk is the risk that the future value or cash flows of a financial instrument will fluctuate
because of changes in market prices. Exposure to price risk is low as the Company’s cash
management policy is to invest excess cash in high grade/low risk investments over short periods of
time.

Credit Risk

Credit risk isthe risk of afinancial lossif a customer or counterparty to a financial instrument failsto
meet its obligations under a contract. Therisk arises primarily from the Company’ s receivables from
customers.

The Company’s exposure to credit risk is dependent upon the characteristics of each customer. The

Company performs ongoing credit checks on its customers and requires orders to be prepaid by
certain customers.
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Response Biomedical Corporation

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009 and 2008
(Unaudited - Expressed in Canadian dollars)

5. FINANCIAL INSTRUMENTS (cont’d)
Credit Risk (cont’d)

As at March 31, 2009, four customers represent 77% [2008 - four customers represent 72%] of the
trade receivables balance. For the three month period ended March 31, 2009, three customers
represent 68% [2008 - three customers represent 46%] of total product sales. For the three month
period ended March 31, 2009, two customers, represents 100% [2008 - two customers represent
100%] of total service revenues.

The Company reviews the collectibility of its accounts receivable on aregular basis and establishes an
allowance for doubtful accounts based on its best estimates of any potentially uncollectible accounts.
As at March 31, 2009, the balance of the Company’'s alowance for doubtful accounts was $Nil
[December 31, 2008 - $Nil]. The Company has good credit history with its customers and the
amounts due from them are received as expected.

Pursuant to their respective terms, trade accounts receivables are aged as follows at March 31, 20009:

Current $ 1,340,926
1-30 days past due 475,693
31-60 days past due 18,510
61-90 days past due 68,987
Over 90 days past due 42,856
1,946,972

Allowance for doubtful accounts -
$ 1,946,972

Liquidity Risk

Liquidity risk istherisk that the Company will not be able to meet its financial obligations asthey are

due. The Company continuously monitors actual and forecasted cash flows to ensure, as far as

possible, there is sufficient working capital to satisfy its operating requirements.

Pursuant to their respective terms, accounts payable are aged as follows at March 31, 2009:

Current $ 401,626
1-30 days past due 280,114
31-60 days past due 35,579
61-90 days past due 2,044
Over 90 days past due 6,615

$ 725,979
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Response Biomedical Corporation
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009 and 2008
(Unaudited - Expressed in Canadian dollars)

6. INVENTORIES

March 31 December 31,

2009 2008

$ $

Raw materials 465,605 526,786
Work in process 463,407 437,284
Finished goods 968,906 1,447,259

1,897,918 2,411,329

The carrying value of inventory as at March 31, 2009 includes a provision for lower of cost and net
realizable value in the amount of $32,985 [December 31, 2008 - $69,598].

7. PROPERTY, PLANT AND EQUIPMENT

Accumulated Net book
Cost amortization value
$ $ $
March 31, 2009

Office furniture and equipment 938,931 204,052 734,879
Office computer equipment 235,203 147,596 87,607
Laboratory furniture and equipment 580,288 471,571 108,717
Laboratory computer equipment 413,520 371,978 41,540
Manufacturing equipment 2,114,407 398,629 1,715,778
Manufacturing molds 596,940 452,938 144,002
L easehold improvements 9,753,466 682,946 9,070,520
14,632,754 2,729,709 11,903,044

December 31, 2008
Office furniture and equi pment 938,931 158,145 780,786
Office computer equipment 234,207 135,636 98,571
Laboratory furniture and equi pment 580,288 462,444 117,844
Laboratory computer equipment 412,798 361,825 50,973
Manufacturing equipment 2,078,052 356,517 1,721,535
Manufacturing molds 596,940 399,220 197,720
L easehold improvements 9,753,465 519,018 9,234,447
14,594,681 2,392,805 12,201,876

Amortization expense for the three month period ended March 31, 2009 amounted to $336,904
[2008 - $127,185].
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Response Biomedical Corporation
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009 and 2008
(Unaudited - Expressed in Canadian dollars)

7. PROPERTY, PLANT AND EQUIPMENT (cont’d)

Long-lived assets to be held and used by the Company are periodically reviewed to determine
whether any events or changes in circumstances indicate that the carrying amount of the asset may
not be recoverable. For long-lived assets to be held and used, the Company bases its evaluation on
such impairment indicators such as the nature of the assets, the future economic benefit of the
assets, any historical or future profitability measurements, as well as other external market
conditions or factors that may be present. In the event that facts and circumstances indicate that
the carrying amount of an asset may not be recoverable and an estimate of future undiscounted cash
flows is less than the carrying amount of the asset, an impairment loss will be recognized.

The following property, plant and equipment were not yet put in service and hence not amortized:

March 31, December 31,

2009 2008
$ $
Computer hardware purchased
not yet implemented - 31,142
Assets related to the automation of the Company's
manuf acturing processes 1,186,321 1,149,965
1,186,321 1,181,107
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Response Biomedical Corporation

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009 and 2008
(Unaudited - Expressed in Canadian dollars)

8. LEASE INDUCEMENTS

During the year ended December 31, 2007 the Company entered into a 15 year lease agreement for a
new premise [Note 12[€][ii]]. The agreement provides for lease inducements to be provided by the

landlord to the Company.

Accumulated Net book
Cost reduction value
$ $ $
March 31, 2009
Rent-Free Inducement [i] 814,164 63,322 750,842
Non-Repayable L easehold Improvement Allowance [ii] 1,700,800 114,661 1,586,139
Repayable L easehold Improvement Allowance [iii] 7,814,418 284,386 7,530,032
10,329,382 462,369 9,867,013
December 31, 2008
Rent-Free Inducement [i] 814,164 49,753 764,411
Non-Repayable L easehold Improvement Allowance [ii] 1,700,800 85,996 1,614,804
Repayable L easehold Improvement Allowance [iii] 7,814,418 222,248 7,592,170
10,329,382 357,997 9,971,385
March 31, December 31,
2009 2008
Summarized asto: $ $
Current Portion
Rent-Free Inducement [i] 54,278 54,278
Non-Repayable L easehold Improvement Allowance [ii] 114,661 114,661
Repayable L easehold Improvement Allowance [iii] 245,579 243,778
Current Portion 414,518 412,717
Long-Term Portion
Rent-Free Inducement [i] 696,563 710,133
Non-Repayable L easehold Improvement Allowance [ii] 1,471,479 1,500,144
Repayable Leasehold Improvement Allowance [iii] 7,284,453 7,348,391
Long-Term Portion 9,452,495 9,558,668
Total 9,867,013 9,971,385
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8. LEASE INDUCEMENTS (cont’d)

The lease inducements disclosed on the consolidated balance sheets as a result of these benefits is
comprised of the following:

[i]

[ii]

[iii]

The Company negotiated a long-term lease agreement for the new premise which included an
eight and one half month rent-free period from May 17, 2007 to February 1, 2008. The lease
inducement benefit arising from the rent-free period is being amortized on a straight-line basis
over the term of the operating lease as a reduction to rental expense. Amortization expense for
the three month period ended March 31, 2009 amounted to $13,569 [2008 - $9,046].

The Company received a non-repayable allowance for an amount of $1.7 million for
expenditures related to general upgrades to the new premise. The lease inducement benefit
arising from the non-repayable leasehold improvement allowance is being amortized on a
straight-line basis over the balance of the term of the operating lease beginning April 1, 2008 as
a reduction to rental expense. Amortization expense for the three month period ended March
31, 2009 amounted to $28,665 [2008 - $Nil].

The Company received a repayable leasehold improvement for an amount of $7.8 million used
for additional improvements to the new premise. This lease inducement is being repaid over the
term of the operating lease commencing February 1, 2008 at approximately $88,500 per month
including interest calculated at an interest rate negotiated between the Company and the
landlord. Principal repayments for the three month period ended March 31, 2009 amounted to
$62,138 [2008 - $38,767].

Future principal repayments due to be paid are estimated as follows:

March 31, $
2010 245,579
2011 273,997
2012 305,704
2013 341,079
2014 380,549
Thereafter 5,983,124

7,530,032

To secure the lease, the Company is maintaining a security deposit with the landlord in the form
of an irrevocable letter of credit in the amount of $870,610 collaterized by an investment with
market value of $871,059 [2008 - $872,757], which is presented as part of restricted
investments in the long-term asset section of the consolidated balance sheets.
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9. DEFERRED REVENUE

March 31, December 31,
2009 2008
$ $
Beginning balance:
Product sales 149,547 206,480
Additions:
Product sales 20,741 498,386
Contract service fees and revenues from
collaborative research arrangements 797,920 466,250
968,207 1,171,116
Recognition of revenue:
Product sales (41,796) (555,319)
Contract service fees and revenues from
collaborative research arrangements (292,990) (466,250)
Ending balance:
Product sales 128,492 149,547
Contract service fees and revenues from
collaborative research arrangements 504,930 -
633,422 149,547
Summarized asto:
Current Portion
Product sales 94,221 101,405
Contract service fees and revenues from
collaborative research arrangements 504,930 -
Current Portion 599,151 101,405
Long-Term Portion
Product sales 34,271 48,142
Long-Term Portion 34,271 48,142
Total 633,422 149,547
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10. SHARE CAPITAL AND CONTRIBUTED SURPLUS

[a] Authorized - Unlimited common shares without par value.

[b] Issued
Issued and Outstanding  Contributed
Number Amount Surplus
# $ $
Balance, December 31, 2007 129,977,631 71,393,556 7,172,788
Issued for cash:
Exercise of warrants [ii] 6,285,239 3,896,848 -
Exercise of stock options 72,470 37,321 -
Private placement, net of issue costs and fair
value of warrants [i] 34,003,335 3,716,620 962,628
Issued for non-cash consideration:
Value of warrants exercised [ii] - 1,039,578 (1,039,578)
Stock-based compensation related to
stock options exercised - 23,657 (23,657)
Stock-based compensation - - 737,146
Balance, December 31, 2008 170,338,675 80,107,580 7,809,327
Stock-based compensation [note 10 [d]] - - 186,855
Balance, March 31, 2009 170,338,675 80,107,580 7,996,182

[i]

The Company closed a private placement on October 28, 2008 and October 31, 2008
consisting of 31,084,435 and 2,918,900 units, respectively, at a price of $0.15 per share, for
total gross proceeds of $5,100,500. Each unit is comprised of one common share and one-
half of one transferable common share purchase warrant. Each whole warrant entitles the
holder thereof to purchase one common share of the Company at a price of $0.20 per share
for a period of 36 months from the closing date.

In connection with the financings, the Company paid cash commissions of $291,386 and
legal and professional fees of $129,866 for total net proceeds of $4,679,248, of which
$3,716,620 was allocated to the common shares issued and $962,628 was allocated to
contributed surplus to reflect the fair value of the common share purchase warrants.

The fair value of the 17,001,668 share purchase warrants issued was determined using the
Black-Scholes option pricing model using the foll owing assumptions:

October 28, 2008 October 31, 2008

warrants war rants
Dividend yield 0% 0%
Expected volatility 71% 71%
Risk-free interest rate 2.18% 2.11%
Expected lifein years 3.00 3.00
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10. SHARE CAPITAL AND CONTRIBUTED SURPLUS (cont’d)

[c]

[i] [Issued (cont’d)

Accordingly, $932,533 of the proceeds, less $77,018 in issue costs, was allocated as the fair
value of the October 28, 2008 warrants, and $116,756 less $9,642 in issue costs, was
allocated as the fair value of the October 31, 2008 warrants for a total aggregate value of
$962,628 which was recorded in contributed surplusin the consolidated balance sheets.

[ii] During the year ended December 31, 2008, 6,285,239 share purchase warrants were
exercised for proceeds of $3,896,848.

Stock option plan

At the Annual General Meeting held June 3, 2008, the Company’s shareholder’s approved a
new stock option plan (2008 Plan™) to be compliant with the TSX (“Toronto Stock Exchange”)
rulesfollowing the listing of the Company's shares on the TSX in December 2007.
Of the 17,000,000 stock options authorized for grant under the 2008 Plan, 3,162,517 stock
options are available for grant at March 31, 2009.

At March 31, 2009, the following stock options were outstanding:

Options outstanding Options exercisable
March 31, 2009 March 31, 2009
Weighted Number of

Number of average Weighted options Weighted
Rangeof sharesunder remaining average currently aver age
exerciseprice option contractual life exercise price exercisable exerciseprice
$ # (years) $ # $

0.12-0.19 1,962,850 4.68 0.12 - -
0.30-0.39 13,000 155 0.33 13,000 0.33
0.40-0.49 50,387 211 0.48 23,425 0.46
0.50-0.59 2,446,500 2.02 0.57 1,182,326 0.57
0.60-0.69 1,911,375 3.06 0.67 277,376 0.66
0.70—-0.79 102,400 1.82 0.75 66,251 0.76
0.80-0.89 1,056,900 331 0.88 123,690 0.88
0.90-0.99 75,000 212 0.91 18,750 0.91
1.00-1.10 2,142,313 341 1.06 260,897 1.06
0.12—1.10 9,760,725 3.20 0.64 1,965,715 0.68

The options expire at various dates from April 12, 2009 to December 2, 2013.
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10. SHARE CAPITAL AND CONTRIBUTED SURPLUS (cont’d)

[c] Stock option plan (cont’d)

Stock option transactions and the number of stock options outstanding are summarized as
follows:

Number of optioned Weighted average

common shares exercise price
# $
Balance, December 31, 2007 10,578,375 0.75
Options granted 2,432,000 0.23
Options forfeited - vested (992,110) 0.72
Options forfeited - unvested (1,065,450) 0.67
Options expired (147,750) 0.56
Options exercised (72,470) 0.51
Balance, December 31, 2008 10,732,595 0.65
Options granted - -
Options forfeited - vested (640,770) 0.68
Options forfeited - unvested - -
Options expired (331,100) 0.71
Options exercised - -
Balance, March 31, 2009 9,760,725 0.68

The exercise price equaled the closing trading price of the common shares on the date preceding
the date of grant for all options issued during the year ended December 31, 2008.

Stock-based compensation

For the three month period ended March 31, 2009, the Company recognized total stock-based
compensation of $186,855 [2008 - $178,660]. For the three month period ended March 31,
2009, the Company recognized compensation expense of $186,855 [2008 - $175,272] as a result
of stock options granted to officers, directors and employees, and $Nil [2008 - $3,388] as a result
of stock options granted to consultants, with a corresponding credit to contributed surplus.

The Company did not grant any options in the three month periods ended March 31, 2009 and
March 31, 2008.

The following table shows stock-based compensation allocated by type of cost:

Three Months Ended M ar ch 31, 2009 2008
$ $

Cost of sales 13,234 11,481
Research and development 26,409 21,623
Marketing and business devel opment 18,340 17,943
General and administrative 128,872 127,613
186,855 178,660
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10. SHARE CAPITAL AND CONTRIBUTED SURPLUS (cont’d)

[e] Escrow shares

[f]

Pursuant to an escrow agreement dated December 31, 1995 and approved by the shareholders on
June 19, 1996, 825,000 common shares were held in escrow. At the shareholders meeting on
June 21, 2004, the shareholders approved a resolution to amend the terms of the escrow
agreement, such that the escrow release is now based on a six-year time release formula, in
accordance with the policies of the TSX Venture Exchange. Previoudly, the escrow shares were
to be released based on the Company's cumulative cash flow. Commencing March 2005,
common shares held in escrow may be released upon request, in twelve tranches over a period of
six years, with tranches released every six months. Each of the first four tranches consists of
41,250 common shares or 5% of the total escrow shares and each of the remaining eight tranches
consists of 82,500 common shares or 10% of the total escrow shares. As at March 31, 2009,
577,500 common shares have been released from escrow leaving a balance of escrow shares of
247,500.

Common shar e pur chase war rants

At March 31, 2009, the following common share purchase warrants are outstanding:

Number of common Exercise

| ssue Date sharesissuable price $ Expiry date

October 28, 2008 15,542,218 $0.20 October 28, 2011

October 31, 2008 1,459,450 $0.20 October 31, 2011
17,001,668 $0.20

Common share purchase warrant transactions are summarized as follows:

Number of  Weighted average

warrants exerciseprice

# $

Balance, December 31, 2007 12,094,534 0.62

Warrants issued 17,001,668 0.20

Warrants exercised (6,285,239) 0.62

Warrants expired (5,809,295) 0.62

Balance, December 31, 2008 17,001,668 0.20
No activity - -

Balance, M arch 31, 2009 17,001,668 0.20
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11. RELATED PARTY TRANSACTIONS

[a] The following expenses were incurred by the Company for services provided by directors or
companies related to or under their control:

Three Months Ended March 31, 2009 2008
$ $

General and administrative
Directors fees 21,000 24,000
Legal fees 26,532 1,858
47,532 25,858

During June 2008 strategic consulting service fees in the amount of $250,000 were incurred by
the Company for extraordinary services provided by a non-management member of the Board of
Directors. This amount remains outstanding and is included in the balance of accrued and other
liabilities as at March 31, 2009.

For the three month period ended March 31, 2009, directors fees totaling $21,000 [2008 -
$24,000] were incurred by the Company for routine services provided by non-management
members of the Board of Directors. As at March 31, 2009, $108,000 remained outstanding and
was included in the balance of accrued and other liabilities. No paymentsto directors have been
made in the three month period ended March 31, 2009.

The Company retains a law firm where a corporate partner is a non-management member of the
Board of Directors. For the three month period ended March 31, 2009, the Company incurred
legal fees from this law firm totaling $26,532 [2008 - $1,858]. $26,532 remains outstanding and
isincluded in the balance of accrued and other liabilities as at March 31, 2009.

[b] In 2006, the Company entered into an agreement with a development partner, whereby the
development partner became a shareholder of the Company.

The Company earned revenues from this devel opment partner as follows:

Three Months Ended March 31, 2009 2008

$ $

Product revenues 47,941 179,019
Contract service fees and revenues from

collaborative research arrangements 139,834 75,635

187,775 254,654

Asat March 31, 2009, $187,775 isincluded in trade receivables.

All related party transactions are recorded at their exchange amounts, established and agreed between
therelated parties.
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12. COMMITMENTSAND CONTINGENCIES

Kl

(0]

[c]

Resear ch and license agr eements

The Company entered into an exclusive license agreement with the University of British
Columbia (“UBC”") effective March 1996, as amended October 2003, to use and sublicense
certain technology (“Technology”) and any improvements thereon, and to manufacture, distribute
and sdll products in connection therewith. In consideration for these rights, the Company paid a
non-refundable license fee of $5,000 upon execution of the agreement and $5,000 in January
1997, and is required to pay quarterly royalties based on 2% of revenue generated from the sale
of products that incorporate the Technology. In addition, in the event the Company sublicenses
the Technology, the Company is required to pay to UBC a royalty comprised of 20% of the first
$1,000,000 of sublicensing revenue per calendar year and 10% of sublicensing revenue that
exceeds $1,000,000 in each calendar year.

Commencing in 2003 and for a period of nine years thereafter, royalties payable to UBC are
subject to a $2,500 quarterly minimum plus a $500 annual license maintenance fee. Effective
January 1, 2006 the annual license fee increased to $1,000. These payments are accrued and
expensed in the year incurred. The agreement terminates on the expiration datein 2016,
or invalidity of the patents or upon bankruptcy or insolvency of the Company. For the three
month period ended March 31, 2009, the Company incurred an expense of $2,750 [2008 -
$3,500] for royalty and license fees.

Indemnification of directorsand officers

Under the Articles of the Company, applicable law and agreements with its officers, the
Company, in circumstances where the individual has acted legally, honestly and in good faith,
may or is required to indemnify its directors and officers against certain losses. The Company's
liability in respect of the indemnities is not limited. The maximum potential of the future
payments is unlimited. However, the Company maintains appropriate liability insurance that
limits the exposure and enables the Company to recover any future amounts paid, less any
deductible amounts pursuant to the terms of the respective palicies, the amounts of which are not
considered material.

Indemnification of third parties

The Company has entered into license and research agreements with third parties that include
indemnification provisions that are customary in the industry. These indemnifications generally
require the Company to compensate the other party for certain damages and costs incurred as a
result of third party claims or damages arising from these transactions. The nature of the
indemnification obligations prevents the Company from making a reasonable estimate of the
maximum potential amount that it could be required to pay. To date, the Company has not made
any indemnification payments under such agreements and no amount has been accrued in these
consolidated financial statements with respect to these indemnification obligations.
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12. COMMITMENTS AND CONTINGENCIES (cont’d)

[d] Supply agreement

The Company entered into a supply agreement, effective September 2003 for certain reagents for
the Company's RAMP West Nile Virus Test. In addition to paying for the reagent purchased,
the Company is required to pay the supplier semi-annual royalties equal to 10% of net revenue
generated from the sale of the Company’s RAMP West Nile Virus Test. The initial term of the
agreement was three years from the effective date and is automatically renewed for successive
periods of one year until either party terminates the Agreement. For the three month period
ended March 31, 2009, the Company incurred an expense of $41,412 [2008 - $12,303] for
royalties to the supplier.

L ease agr eements

[i]

[ii]

The Company entered into a property sublease agreement to lease 31,920 square feet of
multi-use business space. The term of the sublease agreement was October 1, 2005 to
December 14, 2007. The property sublease agreement term was extended from December
14, 2007 to March 31, 2008. For the duration of the sublease extension term, the Company
was required to pay the sub-landlord a total gross monthly rent of approximately $79,000
including maintenance and utilities. Rent expense and associated fees related to the
property sublease agreement for the three month period ended March 31, 2009 was $Nil
[2008 - $237,558].

The Company entered into a long-term agreement to lease a single tenant 46,000 square
foot facility to house all of the Company’'s operations beginning March 2008. Rent is
payable from February 1, 2008 to January 31, 2023. The Company is required to pay the
landlord total gross monthly payments of approximately $160,000, which is comprised of
base rent, administrative and management fees, estimated property taxes and repayments of
the repayable lease inducement [Note 8[iii]].

For the three month period ended March 31, 2009, $376,958 [2008 - $312,685] was
incurred for expenses related to base rent, administrative and management fees, estimated
property taxes, rent-free inducement and interest on repayments of the repayable lease
inducement offset by amortization of both the rent-free inducement [Note §[i]] and non-
repayable leasehold improvement allowance [Note §Jii]].

[iii] The Company entered into a number of operating leases for administrative equi pment.
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12. COMMITMENTS AND CONTINGENCIES (cont’d)

[iv] Theminimum annual cost of lease commitmentsis estimated as follows:

Premise* Equipment Total

March 31, $ $ $
2010 1,905,626 30,240 1,935,866
2011 1,950,488 30,240 1,980,728
2012 1,973,969 30,240 2,004,209
2013 1,998,128 - 1,998,128
2014 2,022,985 - 2,022,985
Thereafter 19,258,976 - 19,258,976
29,110,172 90,720 29,200,892

* Includes base rent, administrative and management fees, estimated property taxes
and repayabl e |ease inducement payments

13. SEGMENTED INFORMATION

The Company operates primarily in one business segment, the research, development,
commercialization and distribution of diagnostic technologies, with primarily all of its assets and
operations located in Canada. The Company’s revenues are generated from product sales primarily
in the United States, Europe, Asia and Canada. Expenses are primarily incurred from purchases
made from suppliersin Canada and the United States.

For the year ended March 31, 2009, 100% of the Company’s contract service fees and revenues from
collaborative research arrangements were generated from two customers [2008 — 100% from one
customer].

Contract service fees and revenues from collaborative research arrangements by geographic location
were as follows:

Three Months Ended March 31, 2009 2008
$ $
United States 139,834 75,635
Europe 292,990 -
Total 432,824 75,635
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13. SEGMENTED INFORMATION (cont’d)

For the year ended March 31, 2009, $1,544,565 in product sales were generated from three customers
[2008 - $501,154 from three customers].

Product sales by customer location were as follows:

Three Months Ended March 31, 2009 2008
$ $
United States 1,300,659 454,785
Asia 623,277 346,011
Canada 231,020 189,885
Europe 122,210 106,805
Other 2,411 -
Total 2,279,577 1,097,486

Product sales by type of product were as follows:

Three Months Ended March 31, 2009 2008

$ $
Clinical products 1,742,707 769,145
Vector products (West Nile Virus) 428,038 131,665
Bio-defense products 108,832 196,676
Total 2,279,577 1,097,486

14. COMPARATIVE FIGURES

Certain comparative figures have been reclassified from the amounts previously reported to conform
to the presentation adopted in the current year.

15. SUBSEQUENT EVENTS

In April 2009, the Company announced that is filed a U.S. Food and Drug Administration 510(k)
submission seeking clearance to market its Respiratory Syncytial Virus (RSV) test. The tedt,
manufactured by Response Biomedical, will run on the RAMP® diagnostic platform and will be
marketed and sold exclusively by 3M Health Care asthe 3M ™ Rapid Detection RSV Test.
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