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dvitech is a health sciences 
and technology company with 

a mission to develop and commercialize 
proprietary and clinically proven products. 
Effective and safe, these products play a role 
in the prevention of Immune-Mediated 
Inflammatory Disorders, such as psoriasis 
and ulcerative colitis. 

 
Its main platform, XP-828L, is a patented technology 
designed to extract growth factors and bioactive peptides 
from dairy proteins. These growth factors and peptides can 
modulate the immune system and therefore play a role in 
the prevention of Immune Mediated and Inflammatory 
Disorders such as Psoriasis. 
 
Advitech has recently introduced Dermylex™ for mild to 
moderate psoriasis in several markets. 
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Dear Shareholders, 

During the third quarter of 2007, Advitech made significant progress both commercially and 

scientifically.  In keeping with our previous announcements and the Company’s 2007 plan, 

revenue from Dermylex sales has continued to grow during the quarter.  In addition, notable 

progress was made toward expanding our products portfolio.  We announced in October positive 

preclinical results in wound healing, thanks to a new derivative of our XP-828L technology 

platform. 

Important milestones for the third quarter of 2007: 

• DermylexTM revenue growth – The 2007 third quarter revenues reached  $377,463, which 

represent a 38% increase over the previous quarter. The increase resulted from a 20% 

increase in Dermylex™ sales, and from $50,000 non-recurring royalty revenue. Compared 

to the same quarter in 2006, revenues have increased by 27%.  We expect continued 

growth for the final quarter of 2007. 

• DermylexTM launched in new territories – Dermylex™ is currently available in health 

professionals’ clinics throughout the U.S. under the BioDerm brand name, in France in 

clinics and pharmacies under the Psopax brand name and in Canada in pharmacies 

(Dermylex™).  We expect to finalize two additional marketing and distribution agreements in 

the fourth quarter of 2007.  More distribution channels will then be added in the U.S. 

• New wound healing application for XP-828L – Advitech announced positive preclinical 

results for the wound-healing application derived from our technology platform.  These 

achievements will provide us with access to the lucrative wound-healing market in which 

biological products generate, according to Kalorama Information, $350 million, with a 27% 

annual growth rate for five years.  Preclinical results suggest that the compound could 

significantly impact a patient’s wound-healing response. The products that could be 

developed would be used in the treatment of skin ulcers and burn wounds as well as in 

plastic surgery and dermabrasion.  An initial product release is planned for the end of 2008. 

Message to Shareholders
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• Publication of new efficacy results – Advitech announced the results of a post-marketing 

study conducted on patients suffering from psoriasis.  It shows that using Dermylex™ with 

topical corticosteroids and vitamin D analogs can create a synergistic effect and improve 

overall treatment efficacy. Dermylex™ may be used as an adjunct to topical corticosteroids.  

This new data provides us with important information on treatment strategies and 

alternatives.  The main study’s findings were the subject of a scientific publication in 

October. 

• License grant on inflammatory bowel disease (IBD) – In the third quarter, we granted 

Diversified Natural Products (DNP) an exclusive worldwide license for the development and 

commercialization of the IBD application of our XP-828L technology platform.  We elected to 

focus our energy on derma related applications only. 

• Supply management – We have made significant progress toward our supply diversification 

goal.  The current manufacturing capacity of our ingredient-sourcing partner significantly 

exceeds our requirements for the foreseeable fiscal years.  The ingredient is presently 

manufactured in Europe only, but we expect to certify an additional supplier in the U.S. in the 

course of 2008. 

• Cash management – The Company’s current cash position is sufficient to address our 

financial requirements until the end of the next fiscal year.  We monitor our cash closely in 

order to maximize our resources. 

We wish to thank our employees and directors for their commitment and efforts, our partners 

for their support and the shareholders for believing in our project. Lastly, we wish to thank all 

those who use our products and to whom we dedicate our research. 

 

(Signed) 
 

Renaud Beauchesne, MBA 

President and Chief Executive Officer 

November 28, 2007 
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MANAGEMENT’S DISCUSSION & ANALYSIS 

 
 

 
Management’s discussion and analysis of results of operations and financial condition, as 
follows, should be read in conjunction with the unaudited interim financial statements of the 
Company, and related notes included elsewhere in this report. Those statements have been 
prepared in accordance with Canadian Generally Accepted Accounting Principles. The 
Company’s external auditors have not examined these unaudited interim financial statements. All 
amounts are expressed in Canadian dollars. 
 
The information contained in this management’s discussion and analysis report reflects all 
material events occurring up to November 28, 2007, on which date it was approved by the Board 

of Directors. 
 
 
 

OVERVIEW 
 
Advitech is a life science and technology company with a mission to discover and commercialize 
scientifically supported, patented natural health products. Effective and safe, the products are 
designed to help counter immune system disorders, namely psoriasis. 
 
Its main platform, XP-828L, is a patented growth factor complex aimed at treating mild to 
moderate psoriasis, inflammatory bowel diseases and other chronic auto-immune-mediated 
inflammatory disorder. Dermylex™ is the first commercial product from this platform. 
 
 

HIGHLIGHTS 
 
In the third quarter of 2007, the Company experienced revenue growth, concluded a license 
agreement and announced preclinical results on wound healing.   
 
• Revenues for the third quarter of 2007 were $377,463, a 38% increase over the previous 

quarter of 2007. The increase is the result of Dermylex™ revenue growth which was 20%, 
and $50,000 non-recurring royalty revenue. Compared to the corresponding period in 2006, 
revenue has increased by 27%. 

 
• In the third quarter, the Company granted Diversified Natural products (DNP) an exclusive 

worldwide license for the development and commercialization of the Inflammatory Bowel 
Disorder application of the XP-828L technology platform. 

 
• In the third quarter, Advitech announced positive preclinical results on wound healing, a 

fourth application of its technology platform. This important achievement will provide the 
Company with access to the lucrative wound-healing market where biological products 
generate, according to Kalorama Information, $350 million in revenue, with an annual 27% 
growth rate for five years. 
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2007 PERSPECTIVE  
 
 
For 2007, the Company will continue in its mission to focus specifically on the commercialization 
of scientifically proven and innovative natural health products, efficient and secure for the 
dermatological market. The 2007 business plan targets four main priorities: 
 

 sales growth through 

o sales promotion with distributors; 
o distribution network development, especially in the U.S.; 

 
 development of the product’s industrialization process; 

 
 scientific progress on eczema application of XP-828L; 

 
 complete the funding plan initiated in 2006. 

 
 

 

 
 

Selected financial information 
 (In thousands of dollars, except per share amounts) 

 

2007  2006  2007  2006  
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Financial Results
Total Revenues  $            377.5  $            298.1  $            704.6  $            465.3 
Operating Expenses  $            679.5  $            564.5  $         1,914.0  $         1,452.5 
Research and Development Costs, net of Tax Credits 
and Grants

 $              85.4  $            103.9  $            333.8  $            299.3 

Net Loss  $           (302.0)  $           (266.4)  $        (1,209.4)  $           (987.2)
Loss per Share, Basic and Diluted  $             (0.00)  $             (0.00)  $             (0.02)  $             (0.02)

As at As at
September 
30, 2007  

December 31, 
2006  

(Unaudited) (Audited)
Balance Sheet
Cash and Cash Equivalents  $        1,637.0  $           601.4 
Other Current Assets  $           601.9  $           432.9 
Long-term Assets  $           185.9  $           202.7 

Current Liabilities  $           503.4  $           515.1 
Long-term Liabilities  $        1,682.4  $        1,092.4 
Shareholders' Equity  $           239.0  $         (370.5)

Nine-month period
ended September 30,

Three-month period
ended September 30,
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RESULTS OF OPERATIONS 
 
 
Quarter ended September 30, 2007 compared to the quarter ended 
September 30, 2006 
 
 
Net loss amounted to $302,048 for the third quarter ended September 30, 2007, compared to a net loss of 
$266,435 for the corresponding quarter ended September 30, 2006, an increase of $35,613 or 13.4%. For the 
nine-month period ended September 30, 2007, the net loss amounted to $1,209,372, compared to a net loss of 
$987,201 for the same period last year, an increase of $222,171 or 22.5%. The increased loss is the result of 
increased research and development expenses related to the XP-828L development program, higher 
administrative and financial expenses related to new financing activities. 
 
 
Revenues 
 
For the third quarter of 2007, revenues from products sales amounted to $327,463 compared to $292,594 for the 
third quarter of 2006, an increase of $34,869 or 11.9%. For the nine-month period ended September 30, 2007, 
revenues from products sales amounted to $604,581 compared to $393,850 for the corresponding period in 2006, 
an increase of $210,731 or 53.5%. Increased revenues from DermylexTM sales result from the recent marketing 
and distribution agreements for France and the U.S. 
 
Revenues from royalties were $50,000 for the third quarter of 2007 compared to $5,504 for the corresponding 
quarter in 2006, an increase of $44,496. Third quarter royalties result from the conclusion of a license agreement 
with Diversified Natural products (DNP) for the development and commercialization of IBD application. For the 
nine-month period ending September 30, 2007, royalty revenues were $100,000, compared to $71,409 in 2006, a 
$28,591 or 40.0% increase. This increase is mainly due to revenues from the DNP license. 
 
 
Cost of Products and Gross Profit Margin 
 
For the third quarter of 2007, gross margin on DermylexTM sales amounted to $157,631, or 48.1%, compared to a 
gross margin of $158,434, or 54.1% for the corresponding period in 2006. For the nine-month period ended 
September 30, 2007, gross margin on sales amounted to $293,921, or 48.6%, compared to a gross margin on 
sales of $193,607, or 49.2% for the corresponding period in 2006. The gross margin percentage decrease for the 
third quarter of 2007 is due to the new license agreement with a third party signed in August 2006, from which 
royalties must be paid on Company sales. For the third quarter of 2007, royalties amounted to $17,590, compared 
to $0 for the corresponding quarter in 2006. For the nine-month period ended September 30, 2007, royalties 
amounted to $30,092, compared to $0 for the corresponding period in 2006. For the nine-month periods ended in 
September, gross margins were essentially the same because 2006 revenues were generated from both 
DermylexTM and Lactium sales, and  Lactium, which is no longer sold by the Company, generated a smaller 
margin. 
 
 
Operating Expenses 
 
Sales and marketing expenses amounted to $88,728 for the third quarter ended September 30, 2007, compared 
to $67,806 for the same period in 2006, an increase of $20,922 or 30.9%, which is due to increased promotion of 
the products for the markets. For the nine-month period ended September 30, 2007, the sales and marketing 
expenses amounted to $227,062, compared to $280,232 for the nine-month period ended September 30, 2006, a 
decrease of $53,170, or 19.0%. This decrease is due to the reporting of a grant coming from a commercial loan 
mainly cashed within the first and second quarters of 2007. 
 
Administrative expenses amounted to $224,756 for the third quarter ended September 30, 2007, compared to 
$178,706 for the same period in 2006, an increase of $46,050 or 25.8%. For the nine-month period ended 
September 30, 2007, the administrative expenses amounted to $675,367, compared to $515,824 for the nine-
month period ended September 30, 2006, an increase of $159,543, or 30.9%. The higher administrative costs are 
due to the hiring of new administrative personnel. 
 
Research and development expenses, before the tax credits, were $117,086 for the third quarter of 2007, 
compared to $138,644 for the corresponding period in 2006, a decrease of $21,558, or 15.5%. This decline is due 
to the decrease of Université Laval contract research costs. For the nine-month period ended 
September 30, 2007, research and development expenses amounted to $476,673, compared to $403,443 for the 
same period in 2006. The $73,230 or 18.2% increase was mainly the result of higher expenses incurred for the 
XP-828L clinical and preclinical development program. R&D tax credits as well as grants totalled $142,824 for the 
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nine-month period ended September 30, 2007, compared to $104,095 for the corresponding period in 2006. The 
$38,729 or 37.2% increase is due to an increase in R&D eligible expenses for tax credits and a new government 
grant program. 
 
Financial expenses amounted to $94,596 for the third quarter of 2007, compared to $52,454 for the same period 
in 2006, an increase of $42,142, or 80.3%. For the nine-month period ended September 30, 2007, the financial 
expenses amounted to $311,122, compared to $113,175 for the same period in 2006, an increase of $197,947, or 
174.9%. This increase is due to both the increase in interest on long-term debt tied in with the new financing 
concluded in the second half of 2006 and in the first half of 2007, and a $73,320 non-recurrent charge resulting 
from the renegotiation of the 2004 convertible debentures.  
 
Amortization of intangible assets and property, plant and equipment totalled $7,668 for the third quarter of 2007, 
compared to $17,223 for the third quarter of 2006, a decrease of $9,555, or 55.5%. For the nine-month period 
ended September 30, 2007, the amortization amounted to $22,744, compared to $49,223 for the same period last 
year, a decrease of $26,479, or 53.8%. The decrease in fixed assets depreciation is due to the ERP software that 
was completely depreciated in the 2006 fiscal year following management’s decision to replace it. The 
presentation of deferred charges in reduction of long-term debt, in accordance with the new accounting standards 
for financial instruments, applicable since January 1, 2007, reduced the amortization expenses for intangible 
assets and deferred charges. 
 
 
Liquidities and Cash Flows 
 
As at September 30, 2007, the Company had a cash position of $1,636,978 (cash and cash equivalents), 
compared to $1,909,624 as at June 30, 2007. This decrease in cash is the result of the operating activities during 
this quarter. 
 
In the third quarter of 2007, operating activities used $262,500 in cash, that is to say $215,200 for net loss after 
non cash operations and $47,300 from changes in non cash working capital items, mostly from a decrease in 
accounts payable and accrued liabilities. Cash used for operations was mostly invested in research and 
development activities, the commercialization of DermylexMC and the related administrative structure. For the 
corresponding period in 2006, operating activities used $410,705 in cash. 
 
In the third quarter of 2007, investing activities used $4,518 in cash, more specifically for legal fees related to 
patents filing. For the same period in 2006, investing activities used $13,861 in cash, also used for patents filing.  
 
Finally, financing activities used $5,628 in cash in the third quarter of 2007. In particular, $5,380 were cashed in 
as a commercial loan from Economic Development Canada, while $11,008 were used as instalment on the CQVB 
loan. For the same period in 2006, financing activities generated $33,187 in cash. 
 
 
 
SUMMARY OF QUARTERLY RESULTS 

 
 

Selected Financial Information 
(Unaudited) 

(In thousands of dollars, except per-share amounts) 
2005

Quarter ended Sept 30 June 30 March 31 Dec 31 Sept 30 June 30 March 31 Dec 31

Total Revenues         377.5         273.8           53.3         196.0        298.1              9.0         158.1        375.1 

Operating Expenses         679.5         783.2         451.2         583.9        564.5          367.9         520.0        654.5 

Net Loss        (302.0)        (509.4)       (397.9)       (387.9)       (266.4)        (358.9)       (361.9)       (279.4)

Loss per Share, Basic and Diluted  $      (0.00)  $      (0.01)  $     (0.01)  $     (0.01)  $     (0.00)  $      (0.00)  $     (0.01)  $     (0.01)

20062007   

 
Quarterly Variations Analysis 
 
Regarding the variations in operating revenues, 2007 third quarter revenues have been higher than those of the 
first and the second quarter of 2007. This increase is due to the Dermylex™ sales increase following the 
promotion of products in new markets. Revenue variations through fiscal 2006 were driven by initial sales of 
Dermylex™ that materialized in the third and fourth quarters of 2006, increasing the numbers compared to the 
first two quarters of 2006. For the last quarter of fiscal 2005, Lactium sales increased following the corporate 
decision to end the distribution activity and liquidate the remaining inventories. 
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Operating expenses were higher in 2005 and in the second and third quarters of 2007, compared to 2006. In 
2005, the Company completed two clinical development programs on XP-828L. Regarding 2007, the increase in 
operating expenses was related to Dermylex™ promotion efforts, to the clinical development programs on XP-
828L, to the increase in interest on long-term debts related to new financing activities, and to increased 
administrative expenses. 
 
The net loss in the third quarter of 2007 was lower than that of the second quarter of 2007 because of increased 
sales, royalty revenues in the third quarter, and the non-recurrent charges ascribed to the second quarter of 2007 
resulting from the renegotiation of the 2004 convertible debentures. The 2006 third quarter loss was lower than 
the previous quarters’ average due to both the revenue increase from Dermylex™ sales in Canada and the gross 
margin on these revenues. 
 
 
 
CONTRACTUAL OBLIGATIONS 
 
Except for the commitments and guarantees disclosed in the Company’s audited financial statements for the year 
ended December 31, 2006, the Company has no operation or relationship with entities that could significantly 
affect its operating results, liquid assets or financial resources, or expose the Company to any liabilities not 
entered into the financial statements. 
 
 
 
SOURCES OF FUNDING 
 
In addition to cash from its current commercial activities, the financial resources required to support the 
Company’s operations have historically been derived from the issuing of equity, net liquid assets pursuant to the 
amalgamation with a capital pool company, loans to finance R&D tax credits and commercial activities, grants 
obtained from various sources and from the issuance of debentures. 
 
During the first quarter of 2007, the Company contracted a $97,000 bank loan that was fully repaid as at 
September 30, 2007. 
 
Until its commercial activities from its current and future products generate sufficient cash flows, the Company 
intends to pursue the financing of its activities through the same sources.  
 
 
NEW FINANCING 
 
 
During the third quarter of 2007, the Company accepted new credit facilities from its banking institution which 
include: 
 

• An authorized $300,000 credit line secured by the accounts receivable. The amounts drawn against 
the credit line bear interest at the prime rate plus 1.50%. As at September 30, 2007, the credit line 
was not used. 

 
• An authorized $150,000 bank loan to finance a maximum of 75% of 2007 research and development 

tax credits receivable. The loan, bearing interest at the prime rate plus 2.5%, will be secured by the 
accounts receivable including research and development tax credits receivable. As at September 30, 
2007, this option was not used. 

 
 
 
OFF-BALANCE SHEET ARRANGEMENTS AND CONTINGENCIES 

 
During the third quarter of 2007, the Company did not enter into any off-balance sheet arrangement. 
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GOING CONCERN 
 
While the Financial Statements have been prepared on the basis of accounting principles applicable to a going 
concern, some conditions and events cast doubt upon the validity of this assumption. As a development stage 
company, the Company's continued existence depends on its ability to develop and commercialize its products, 
and, as required, to obtain regulatory authorities approvals for its products in the specific geographical markets, 
as well as to obtain financial support from its shareholders. 
 
If the going concern assumption were not appropriate for these Financial Statements, adjustments would be 
necessary in the carrying values of assets and liabilities, the reported net results and the balance sheet 
classifications used. 
 
 
 
INFORMATION ON OUTSTANDING SHARES  
 
As at November 28, 2007, the number of outstanding common shares was 73,131,719. The number of stock 
options issued pursuant to the Stock Options Plan and other options, warrants and rights for which securities 
have been reserved for future issue are presented below. 
 

Outstanding Common Shares as at November 28, 2007                73,131,719    

-  Options granted pursuant to the Stock Options Plan                  3,371,929    

-  Conversion Rights of the June 2006 convertible debentures
    (Conversion price at $0.20) 

                 1,250,000    

-  Conversion Rights of the 2007 convertible debentures
    (Conversion price at $0.15) 

               11,153,333    

-  Warrants pursuant to the December 2006 private placement
    (Conversion price at $0.15)

                 6,447,500    

-  Warrants pursuant to the March 2007 private placement
    (Conversion price at $0.20)

                 3,634,400    

-  Warrants pursuant to the April 2007 private placement
    (Conversion price at $0.17)

                 8,083,334    

Balance as at November 28, 2007              107,072,215    

 
 

 
CHANGE IN ACCOUNTING POLICIES 
 
 
On January 1, 2007, the Company adopted the new accounting standards related to Section 1530 
"Comprehensive Income", Section 3855 "Financial Instruments – Recognition and Measurement" and 
Section 3865 "Hedges".  Figures for periods prior to January 1, 2007 were not amended. 
 
The implementation of these new accounting standards does have an impact on some of the Company’s 
financial statements elements. A complete description of the new standards and its effects on the 
Company’s financial statements is presented in note 4 – CHANGE IN ACCOUNTING POLICIES – of the 
financial statements. 
 
There have been no other significant changes in Advitech’s accounting policies and estimates since 
December 31, 2006. Please refer to the corresponding section in the company’s 2006 annual report for a 
complete description of our critical accounting policies and estimates. 
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RISK FACTORS 
 
 
There has been no significant change in the risk factors and uncertainties facing the Company as 
described in Advitech’s 2006 annual report. The complete list of risk factors is also provided in the final 
prospectus filed by the Company on June 30, 2004. A copy of these documents and other financial 
documents are available on SEDAR at www.sedar.com. 
 
 
 
INFORMATION DISCLOSURE CONTROLS AND PROCEDURES 
 
 
The preparation of the Interim Report is supported by a set of disclosure controls and procedures under 
management’s responsibility.  
 
During the last year, the control structure was reviewed and the management evaluated the effectiveness 
of its design and operation. The evaluation confirmed the effectiveness of the design and operation of 
disclosure controls and procedures as at December 31, 2006. The evaluation was conducted in 
accordance with the standards of a recognized control model adopted by the Company and the 
requirements of Multilateral Instrument 52 - 109 of the Canadian Securities Administrators. The Company 
management can therefore provide reasonable assurance that material information relating to the 
Company is reported to it on a timely basis so that it may provide investors with complete and reliable 
information.  
 
Lastly, this Interim Report was reviewed by the Audit Committee and the Board of Directors, which 
approved it prior to publication. 
 
 
 
FORWARD-LOOKING STATEMENTS 
 
 
This document contains forward-looking statements, which reflect the Company's current expectations 
regarding future events. These forward-looking statements involve risks and uncertainties. Actual results 
may differ materially from those projected herein and depend on a number of factors, including, but not 
limited to, the successful and timely completion of preclinical and clinical studies, uncertainties related to 
the regulatory process, the commercialization of products, the difficulty of predicting demand for products, 
the impact of competitive products, the availability of raw materials, the protection of intellectual property 
and fluctuations in operating results. The reader is cautioned not to rely only on these forward-looking 
statements. 
 
 
 
 
(Signed) 
 
François Courteau, CA 
Vice-President and Chief Operating Officer 
November 28, 2007 
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INTERIM STATEMENTS OF EARNINGS 
 

2007 2006 2007 2006 
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Products 327,463$            292,594$            604,581$            393,850$            
Royalties 50,000                5,504                  100,000              71,409                

377,463              298,098              704,581              465,259              

Cost of products 169,832              134,160              310,660              200,243              
Selling and marketing expenses 88,728                67,806                227,062              280,232              
Administrative expenses 224,756              178,706              675,367              515,824              
Research and development expenses 117,086              138,644              476,673              403,443              
Research and development grants and tax credits (31,663)              (34,777)              (142,824)            (104,095)            
Financial expenses (note 7) 94,596                52,454                311,122              113,175              
Depreciation of property, plant and equipment 3,532                  7,267                  10,586                21,801                
Amortization of intangible assets 4,136                  9,956                  12,158                27,422                
Stock-based compensation (note 8) 8,508                  10,317                33,149                (5,585)                

679,511              564,533              1,913,953           1,452,460           

(302,048)$          (266,435)$          (1,209,372)$       (987,201)$          

(0.00)$                (0.00)$                (0.02)$                (0.02)$                

Operating Expenses

Net Loss

Three-month period
ended September 30,

Nine-month period
ended September 30,

Revenues

Loss per share, basic and diluted (note 9)

Further information on the earnings (note 10)

 
 

INTERIM STATEMENTS OF CONTRIBUTED SURPLUS 
 

2007 2006 2007 2006 
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Balance, beginning of the period 1,606,493$         665,740$            875,964$            681,642$            
Warrants issued upon issue of the Units (note 8) -                         -                         585,888              -                         
Equity component of renegotiated convertible 
debentures (note 7) -                         -                         120,000              -                         
Stock-based compensation (note 8) 8,508                  10,317                33,149                (5,585)                

Balance, end of the period 1,615,001$         676,057$            1,615,001$         676,057$            

Three-month period
ended September 30,

Nine-month period
ended September 30,

 
 

INTERIM STATEMENTS OF DEFICIT 
 

2007 2006 2007 2006 
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

(10,979,671)$     (9,275,391)$       (9,986,726)$       (8,554,625)$       
Changes in accounting policies (note 4) -                         -                         44,894                -                         
Shares issue expenses (note 8) -                         -                         (115,110)            -                         
Convertible debentures issue expenses (note 7) -                         -                         (15,405)              -                         
Net loss (302,048)            (266,435)            (1,209,372)         (987,201)            

(11,281,719)$     (9,541,826)$       (11,281,719)$     (9,541,826)$       

Three-month period
ended September 30,

Nine-month period
ended September 30,

Balance, beginning of the period

Balance, end of the period
 The accompanying notes are an integral part of these interim financial statements 



11 

Quarterly Report 2007 

 

  

INTERIM BALANCE SHEETS 
 

As at
September 30,

2007

As at 
December 31,

2006
(Unaudited) (Audited)

ASSETS

Current assets
Cash and cash equivalents 1,636,978$              601,375$                  
Accounts receivable 358,720                   170,140                    
Tax credits receivable 103,437                   136,167                    
Inventories 124,124                   83,010                      
Prepaid expenses 15,659                     43,553                      

2,238,918                1,034,245                 

Property, plant and equipment 49,387                     55,055                      
Intangible assets 136,525                   147,613                    
  2,424,830                1,236,913                 

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities
Accounts payable and accrued liabilities 440,945                   482,634                    
Deffered revenues 14,980                     10,000                      
Current portion of long-term debt 47,468                     22,349                      

503,393                   514,983                    

Long-term debt (note 6) 188,148                   196,692                    
Convertible debentures (note 7) 1,494,281                895,715                    
  2,185,822                1,607,390                 

Shareholders’ equity
Share capital (note 8) 9,392,526                8,547,285                 
Contributed surplus 1,615,001                875,964                    
Equity component of convertible debentures (note 7) 513,200                   193,000                    
Deficit (11,281,719)             (9,986,726)                

239,008                   (370,477)                   
2,424,830$              1,236,913$                

The accompanying notes are an integral part of these interim financial statements 
 
 
On behalf of the Board, 
 
(signed) 
 

(signed) 

Renaud Beauchesne, MBA 
Director 
President and Chief Executive Officer 

Pierre Labbé, CA 
Director 
President of Audit Committee 



12 

Quarterly Report 2007 

 

  

INTERIM STATEMENTS OF CASH FLOWS 
 

2007 2006 2007 2006 
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

(302,048)$          (266,435)$          (1,209,372)$       (987,201)$          

8,508                  10,317                33,149                (5,585)                
70,672                19,368                              125,823                 38,346 

-                                         73,320 
3,532                  7,267                                  10,586                 21,801 

4,136                  9,956                                  12,158                 27,422 
(215,200)            (219,527)            (954,336)            (905,217)            

(19,174)              (39,671)              (160,686)            292,980              
(21,105)              (34,777)              32,730                153,589              
61,048                (9,628)                (41,114)              (63,486)              

(68,069)              (107,102)            (36,709)              (72,704)              
(47,300)              (191,178)            (205,779)            310,379              

(262,500)            (410,705)            (1,160,115)         (594,838)            

(356)                   -                         (4,918)                -                         
(4,162)                (13,861)              (39,872)              (37,260)              
(4,518)                (13,861)              (44,790)              (37,260)              

(11,008)              (16,813)              (11,008)              (33,625)              
5,380                  50,000                27,903                200,000              

Issue of Units (note 8) -                         -                         1,406,128           -                         
Convertible debentures issue (note 7) -                         -                         948,000              250,000              

-                         -                         (130,515)            -                         

-                         -                         -                         (2,461)                
(5,628)                33,187                2,240,508           413,914              

(272,646)            (391,379)            1,035,603           (218,184)            

1,909,624           859,937              601,375              686,742              

1,636,978$         468,558$            1,636,978$         468,558$            

12,472$             23,510$             63,181$             68,272$             

141,978$           143,558$           141,978$           143,558$           
1,495,000$        325,000$           1,495,000$        325,000$           
1,636,978$        468,558$           1,636,978$        468,558$           

Stock-based compensation (note 8)
Interest charged & capitalized (notes 6 & 7)

Depreciation of property, plant and equipment
Amortization of intangible assets

Change in non-cash working capital items
Accounts receivable and prepaid expenses

Inventories
Accounts payable, accrued liabilities and deferred 
revenues 

Three-month period
ended September 30,

Nine-month period
ended September 30,

Tax credits receivable

Loss resulting from the renegotiation of debenture 
(note 7) 

OPERATING ACTIVITIES
Net Loss
Adjustments for items not affecting cash

INVESTING ACTIVITIES
Additions to property, plant and equipment
Increase in intangible assets
  

FINANCING ACTIVITIES
Repayment of long-term debt
Increase in long term debt (note 6)

Convertible debentures and shares issue expenses 
(note 7 & 8)

Cash and cash equivalents - end of period

Cash and cash equivalents - beginning of period

Repayment of capital lease

Additional information : Interest paid

Cash and cash equivalents
   Cash 
   Temporary investments

Increase (decrease) in cash and cash equivalents

 The accompanying notes are an integral part of these interim financial statements 
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Notes to Interim Financial Statements (Unaudited) 
Periods ended September 30, 2007 and 2006 
 

  

 
 
1.  INTERIM FINANCIAL INFORMATION 
 
 
The financial information as at September 30, 2007 and for the three-month and nine-month periods ended 
September 30, 2007 and 2006 is unaudited and has not been examined by the Company’s external 
auditors. However, in the opinion of management, all adjustments necessary to present fairly the results of 
these periods have been included. The adjustments made were of a normal recurring nature. Interim results 
may not necessarily be indicative of results for the year. 
 
These unaudited interim consolidated financial statements are prepared in accordance with Canadian 
generally accepted accounting principles and use the same accounting policies and methods used in the 
preparation of the Company's most recent annual financial statements, except for the new accounting 
standards as disclosed in note 4. All disclosures required for annual financial statements have not been 
included in these financial statements. These unaudited interim financial statements should therefore be 
read in conjunction with the Company's most recent audited annual financial statements. 
 
 
 
2. STATUTES AND NATURE OF ACTIVITIES 
 
 
The Company is specialized in the research, development and commercialization of nutraceutical 
ingredients and products.  
 
The Company was created on June 30, 2004, pursuant to Canadian Business Corporations Act (CBCA) as 
a result of the amalgamation of Dupont Capital Inc., a capital pool company, and Advitech Solutions Inc., a 
company incorporated on May 31, 1995, under the CBCA. 
 
 
 
3.  GOING CONCERN 
 
 
While the Financial Statements have been prepared on the basis of accounting principles applicable to a 
going concern, some conditions and events cast doubt upon the validity of this assumption. As a 
development stage company, the Company's continued existence depends on its ability to develop and 
commercialize its products, and, as required, to obtain regulatory authorities approvals for its products in 
the specific geographical markets, as well as to obtain financial support from its shareholders. 
 
If the going concern assumption were not appropriate for these Financial Statements, adjustments would be 
necessary in the carrying values of assets and liabilities, the reported net results and the balance sheet 
classifications used. 
 
 
 
4.  CHANGES IN ACCOUNTING POLICIES 
 
 
On January 1 2007, the Company adopted the new accounting standards related to Section 1530 
"Comprehensive Income", Section 3855 "Financial Instruments – Recognition and Measurement" and 
Section 3865 "Hedges".  Figures for periods prior to January 1, 2007 were not amended. 
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Notes to Interim Financial Statements (Unaudited) 
Periods ended September 30, 2007 and 2006 
 

  

4.  CHANGES IN ACCOUNTING POLICIES (CONT’D) 
 
  
Financial instruments - Recognition and measurement  
 
Under this new standard, all financial assets will be classified in one of the following four categories: 1) held 
to maturity 2) loans and receivables 3) held for trading and 4) available for sale. Financial liabilities will have 
to be classified as "held for trading" or "other." Financial assets and liabilities held for trading will be valued 
at their fair value, and gains and losses will be recorded in net results. Held-to-maturity financial assets, 
loans and receivables, and financial liabilities classified as “Other” will be recognized at amortized cost 
using the effective interest rate method. Available-for-sale financial assets will be valued at fair value, and 
all the unrealized gains and losses will be recorded in other comprehensive income. The new standard will 
enable entities to designate all financial instruments as held for trading when they are initially recognized or 
when this standard is adopted, even if this financial instrument does not fall within the definition of a 
financial instrument held for trading. Financial instruments held for trading under the fair value option must 
have a reliable fair value. 
 
The fair value of financial instruments is equal to the amount at which this instrument could be traded 
knowingly and voluntarily between the parties involved. The fair value is based on the prices (buyer-seller 
prices) in an active market. If this is not the case, the fair value is based on market prices prevailing for 
instruments with similar risk profiles or characteristics or on internal or external valuation models that use 
observable market data. 
 
According to this new standard, derivative financial instruments must be recorded at fair value unless they 
are specifically designated in an effective hedging relationship, and the change in fair value will be recorded 
directly in net results. As of June 30, 2007, the Company did not own any derivative financial instruments. 
 
The Company has elected to classify temporary investments held for trading. Consequently, any 
differences in the fair value of these assets will be recorded directly in net results. 
 
Long term debt and convertible debentures are classified in “other” liabilities and accounted for at cost.  
Transaction costs related to “other” liabilities are capitalized and depreciated in accordance with the 
effective interest rate method and recorded in the net result. 
 
 
Comprehensive Income 
 
Following the adoption of these new accounting standards, the company must present a statement of other 
comprehensive income. Other comprehensive income includes the net result and the other elements of the 
comprehensive income. Considering that the company has classified the whole of its financial tools as 
financial tools « held for trading » and its long-term debts and convertible debentures in the category « 
other » liabilities, no variation element was classified in the other elements of the comprehensive income, 
consequently, net income (net loss) corresponds to the total of the comprehensive income. 
 
 
Hedges 
 
This new standard specifies the criteria for hedge accounting as well as how to apply hedge accounting to 
each hedging strategy allowed. 
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Notes to Interim Financial Statements (Unaudited) 
Periods ended September 30, 2007 and 2006 
 

  

4.  CHANGES IN ACCOUNTING POLICIES (CONT’D) 
 
 
Impact of adopting these new standards 
 
The adjustments related to the classification of temporary investments as financial instruments held for 
trading were nil and therefore no adjustment was recorded in the deficit’s opening balance as at 
January 1, 2007. The adjustments due to the classification of the long-term debt and convertible debentures 
in the category « other » liabilities, presented net from related transaction fees depreciated in accordance 
with the effective interest rate method, were recorded in the deficit’s opening balance as at 
January 1, 2007. The result of this adjustment at January 1, 2007 was a reduction in the deficit’s opening 
balance of $44,894. 
 
Here is a summary of the effect of these new accounting standards on the opening balance.  
 

 

As at December 
31, 2006 
(Audited) 

 Adjustments 
(Unaudited)  

As at 
January 1, 2007

(Unaudited) 
ASSETS 
Current assets $    1,034,245 $              - $    1,034,245 
Property, plant and equipment 55,055 - 55,055 
Intangible assets and deferred costs 147,613 (38,802) 108,811 
 1,236,913 (38,802) 1,198,111 
 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current liabilities 514,983 - 514,983 
Long-term debt (note 6) 196,692 (8,047) 188,645 
Convertible debentures (note 7) 895,715 (75,649) 820,066 
 1,607,390 (83,696) 1,523,694 
Shareholders’ Équity 9,616,249 - 9,616,249 
Deficit (9,986,726) 44,894 (9,941,832)

 (370,477) 44,894 (325,583)

  $   1,236,913 $  (38,802) $   1,198,111 
 
 
 

5.  BANK LOAN 
 
During the first quarter of 2007, the Company contracted a bank loan for an authorized amount of $97,000, 
which is secured by the accounts receivable including research and development tax credits receivable. 
This bank loan bears interest at the prime rate plus 1.75 %. As at September 30, 2007, the Company had 
fully reimbursed the debt after receiving corresponding R&D tax credits. 
 
During the third quarter of 2007, the Company accepted new credit facilities offered by its banking 
institution which include: 
 

• An authorized $300,000 credit line secured by the accounts receivable. The amounts drawn 
against the credit line bear interest at prime rate plus 1.50%. As at September 30, 2007, the 
credit line was not used. 

 
• An authorized $150,000 bank loan to finance a maximum of 75% of 2007 research and 

development tax credits receivable. This loan, bearing interest at prime rate plus 2.5%, will be 
secured by the accounts receivable including research and development tax credits receivable. 
As at September 30, 2007, this option was not used. 
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Notes to Interim Financial Statements (Unaudited) 
Periods ended September 30, 2007 and 2006 
 

  

 
6.  LONG-TERM DEBT 
 

As at
September 30,

As at
December 31,

2007 2006
(Unaudited) (Audited)

Commercial loan, without interest, to be repaid in four equal annual 
consecutive payments from two years following the end of the 
project 27,903$              -$                            

Participative loan, bearing interest at 12%, to be repaid in 48 equal 
payments from the 13th month following the closing date 188,992              200,000                  

Capitalized interest on the participative loan 16,294                19,041                    

Charged interest on the commercial loan 2,427                  -                              
235,616              219,041                  

Current portion of long-term debt 47,468                22,349                    
188,148$            196,692$                

 
 
In 2006, the company was authorized a commercial loan of $100,000 from Economic Development Canada 
to be available during fiscal 2007. This interest-free loan will be repayable after the end of the project 
planned for the fourth quarter of 2007. Repayment will be in four consecutive annual installments. At 
September 30, 2007, the company borrowed $60,563 with regards to this loan. A government grant was 
estimated to be $32,660 because the loan is interest-free. The grant was recorded against the expense 
incurred to obtain the loan. 
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Notes to Interim Financial Statements (Unaudited) 
Periods ended September 30, 2007 and 2006 
 

  

7.  CONVERTIBLE DEBENTURES 
 
 
On February 15 and March 30, 2007, the Company issued new convertible debentures with private 
investors for a total amount of $948,000. The debentures may be converted into common shares at a price 
per share of $0.15 until January 31, 2008 and at $0.20 between February 1, 2008, and January 31, 2009. 
In accordance with TSX Venture Exchange policies, the conversion price will be increased by 10% for any 
subsequent periods. The debenture is repayable at the Company’s option at any time without penalty. The 
debenture capital is repayable upon maturity on January 31, 2012 and the 12% interest is payable monthly 
from September 1, 2007. From the closing date until August 31, 2007, interest will be capitalized and will 
be payable at the end of the term. Debenture issuance fees of $15,405 have been recorded in the 
Company’s deficit. 
 

As at
September 30,

As at
December 31,

2007 2006
(Unaudited) (Audited)

Convertible debentures, 12% interest, unsecured, maturing in 
February 2008 (renegotiated in April 2007)  $                        -  $               750,000 

Convertible debentures, issued in June 2006, 12% interest, 
unsecured, maturing in June 2011                250,000                   250,000 

Convertible debentures, issued in February 2007, 12% interest, 
unsecured, maturing in January 2012                500,000                               - 

Convertible debentures, issued in March 2007, 12% interest, 
unsecured, maturing in January 2012                448,000                               - 

Convertible debentures, 12% interest, unsecured, maturing in 
June 2011  (renegotiated in April 2007)                725,000                               - 

Less : Equity component of convertible debentures               (513,200)                 (193,000)
            1,409,800                   807,000 

Interest charged and capitalized on convertible debentures, and 
issue expenses                  84,481                     88,715 

$         1,494,281  $               895,715 
 

 
 
On April 30, 2007, the holders of the $750,000 convertible debentures issued in 2004 maturing on 
February 1, 2008, agreed to set new payment terms for the debentures. The new loan agreement extended 
both the term from February 1, 2008 to June 1, 2011 and the conversion privileges associated with the 
convertible debentures. All other terms and conditions remains the same. Pursuant the Emerging Issues 
Committee Abstract – EIC-88 ¨Debtor’s Accounting for a Modification or Exchange of Debt Instruments¨, 
management has determined that the replacement of the existing 2004 convertible debentures with the new 
convertible debenture constitutes an extinguishment of debt. As a result, a non-recurrent charge on 
extinguishment of debt upon repayment of the 2004 convertible debentures of $73,320 was accounted for 
as financial expenses in the second quarter. 
 
On September 7, 2007, a $25,000 convertible debenture issued in 2004 was converted at $0.15 per share 
into 166,667 common shares (note 8). 
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Periods ended September 30, 2007 and 2006 
 

  

8.  SHARE CAPITAL 
 
 
Authorized 
 
Unlimited number of shares  
Common Shares, voting, without par value  
Preferred Shares, without par value and issuable in series 
 
 
Issued  

Number of 
shares Amount Number of 

shares Amount

Outstanding common shares at the 
beginning of period 61,247,318       8,547,285$       54,799,818       8,224,910$       

Shares issued in connection with the issue 
of Units 11,717,734       820,241            6,447,500         322,375            

Shares issued on debenture conversion 166,667            25,000              -                        -                        

Outstanding common shares at the end 
of period 73,131,719       9,392,526$       61,247,318       8,547,285$       

Nine-month period Year
 ended ended

September 30, 2007  December 31, 2006
(Unaudited) (Audited)

 
Issue of shares 
 
On March 30, 2007, the Company, during a private placement, issued 3,634,400 Units at $0.12 per Unit for 
a total amount of $436,128. Each Unit includes a common share of the Company's share capital and a 
warrant (the “Units”). The yield of this issuance was distributed proportionally between the share capital and 
the contributed surplus according to the respective values of the shares and warrants issued, in keeping 
with the Black-Scholes option-pricing model. An amount of $34,398 was accounted for as share issuance 
fees and recorded under the deficit. 
 
On April 30, 2007, the Company closed a private placement of Units with S.E.C. AgeChem for $970,000. 
Under the placement, Advitech issued 8,083,334 Units at $ 0.12 per Unit. Each Unit comprises one 
common share and one warrant of the Company (the ”Units”). The yield of this issuance was distributed 
proportionally between the share capital and the contributed surplus according to the respective values of 
the shares and warrants issued, in keeping with the Black-Scholes option-pricing model. An amount of 
$80,712 was accounted for as share issuance fees and recorded under the deficit. 
 
On September 7, 2007, the Company issued 166,667 common shares upon conversion of a $25,000 
convertible debenture issued in 2004 (note 7). The issue is not shown in cash flow statements since it is not 
a monetary operation. 
 
Stock Options Plan 
 
The Company has a Stock Options Plan (the “Plan”) reserving for issue 5,400,000 common shares. Under 
the Plan, the Board of Directors may grant, at its discretion, options to purchase shares to certain employees, 
officers, directors and consultants of the Company. The exercise price is established by the Board of Directors. 
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8.  SHARE CAPITAL (CONT’D)  
 
 
 
On March 20 and May 9 2007, the Company granted a total of 489,000 options to employees, a consultant 
and to the Company directors. The fair value of these employees’ and directors’ options will be amortized 
over three years according to the gradual acquisition method, the vesting period of these options. The fair 
value of the consultant’s options will be amortized over one year, as the options will vest in four equal, 
quarterly and consecutive amounts. The fair value of these options has been determined at the grant date 
using the Black-Scholes option-pricing model based on the following data. 
 
 

 2007 
Risk-free rate 3.98% and 4.18% 
Expected volatility 133% 
Expected life (in years) 5 years 
Expected dividend yield 0% 
Fair value of options granted $0.11 and $0.09 

 
 

Number of 
options

Weighted 
average 

exercise price

Number of 
options

Weighted 
average 

exercise price

Outstanding at the beginning of period          3,110,262  $               0.21          3,863,476  $               0.22 
-         Granted             489,000  $               0.20             560,000  $               0.15 
-         Exercised                         -  $                   -                           -  $                   -   
-         Cancelled            (327,333)  $               0.19         (1,313,214)  $               0.21 

Outstanding, end of period          3,271,929  $               0.21          3,110,262  $               0.21 
Exercisable, end of period          2,427,431  $               0.22          1,741,429  $               0.23 

Stock options plan Number of 
options

Weighted 
average 

remaining life 
(years)

Number of 
options

Weighted 
average 

remaining life 
(years)

-          Exercise price $ 0.15             646,239 2.8             380,241 2.0

-          Exercise price $ 0.20             565,190 4.1             126,190 2.6

-          Exercise price $ 0.22             784,500 2.4             645,000 2.4

-          Exercise price $ 0.25          1,276,000 1.8          1,276,000 1.8
        3,271,929 2.5         2,427,431 2.0

as at September 30, 2007 as at September 30, 2007
(Unaudited) (Unaudited)

Stock options plan

The following table summarizes information about the Company’s stock options as at September 30, 2007.

Outstanding options Exercisable options

A summary of options issued under the stock options plan since January 1, 2006, is given below.

Nine-month period Year
ended ended

September 30, 2007  December 31, 2006
(Unaudited) (Audited)
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8.  SHARE CAPITAL (CONT’D)  
 
 
Warrants  
 
As part of the private offering completed on March 30, 2007, the Company issued 3,634,400 common share 
purchase warrant entitling its holder to purchase one additional common share at the price of $0.20 per 
share until March 28, 2008 and at a price of $0.25 per share until March 31, 2009. The warrant’s fair market 
value of $181,720, in accordance to the Black-Sholes option-pricing model based on the following 
assumptions, was recorded in contributed surplus.  
 

 2007 
Risk-free rate 4.00% 
Expected volatility 161.9% 
Expected life (in years)  2 years 
Expected dividend yield 0% 
Fair value of warrants $0.05 

 
 
As part of the private placement completed on April 30, 2007, the Company issued 8,083,334 common 
share purchase warrant entitling its holder to purchase one additional common share at the price of $0.17 
per share until April 30, 2008, then at $0.19, $0.21, $0.23 and $0.253 for the second, third, fourth and fifth 
years from the closing date, respectively. The warrant’s fair market value of $404,168, in accordance to the 
Black-Sholes option-pricing model based on the following assumptions, was recorded in contributed 
surplus.  
 
 

 2007 
Risk-free rate 4.10% 
Expected volatility 132.6% 
Expected life (in years)  5 years 
Expected dividend yield 0% 
Fair value of warrants $0.09 

 
 

Warrants Number
Weighted 
average 

exercise price
Number

Weighted 
average 

exercise price
Warrants issued in connection with the Units 
Offering of December 2006 maturing in 
average in 1.2 year

6,447,500          $                0.15 6,447,500          $                0.15 

Warrants issued in connection with the Units 
Offering of March 2007 maturing in average in 
1.5 year

3,634,400          $                0.20 -                        -$                    

Warrants issued in connection with the Units 
Offering of April 2007 maturing in average in 
4.6 years

8,083,334          $                0.17 -                        -$                    

Outstanding, end of period 18,165,234        $                0.17 6,447,500          $                0.15 
Exercisable, end of period 18,165,234        $                0.17 -                        -$                    

As at
September 30,

(Unaudited)
2007 

As at
December 31,

2006
(Audited)

The following table summarizes information about warrants:  
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9.  LOSS PER SHARE 
 
 

2007 2006 2007 2006 
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Net loss (302,048)$          $       (266,435)  $    (1,209,372)  $       (987,201)

Weighted average number of outstanding 
shares - basic and diluted 73,006,719       54,799,818       68,181,920       54,799,818       

Net loss per share basic and diluted (in 
dollars)  $             (0.00)  $             (0.00)  $             (0.02)  $             (0.02)

The following table shows the reconciliation between basic and diluted loss per share:

Three-month period
ended September 30,

Nine-month period
ended September 30,

 
 
The weighted average number of outstanding shares is the same number used in the calculation of the 
diluted net loss per share since including potential common shares in the computation of the diluted per 
share amount of a loss is always anti-dilutive. 
 
 
 
10.  FURTHER INFORMATION ON THE EARNINGS 
 

2007 2006 2007 2006 
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Sales and marketing expenses :
 - Government assistance 5,896$              -$                      32,890$            6,410$              

Research and development expenses :
 - Government assistance 10,558$            -$                      26,995$            -$                      

Financial expenses :
 - Foreign exchange loss 8,674$              995$                 13,775$            4,549$              
 - Interest revenues 16,301$            3,441$              35,766$            10,744$            

Three-month period
ended September 30,

Nine-month period
ended September 30,

 
 
11. INCOME TAX 
 
The future income tax asset related to tax losses, undeducted expenses and the difference between 
undepreciated capital cost of property, plant and equipment for tax purposes and net book value will be 
recorded in the Financial Statements, resulting in an increase in earnings and shareholders’ equity, once 
the Company concludes that these losses and tax benefits are likely to be utilized. 
 
The differences between the statutory tax rates published by the tax authorities and the actual tax rates are 
not significant. 
 
 
12.  COMPARATIVE FIGURES 
 
Certain comparative figures have been reclassified to conform to the current year's presentation. 
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