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dvitech est une société des
sciences de la vie et de
technologies avec la mission
de découvrir et de commercialiser des
produits propriétaires prouvés
cliniquement, efficace et sans effets
secondaires. Ces produits jouent un réle
dans la prévention de certaines maladies
auto-immunes et inflammatoires tel que le

psoriasis et la colite ulcéreuse.

Sa principale plate-forme, le XP-828L, est une technologie
brevetée pour extraire des facteurs de croissance et des
peptides bioactifs de protéines de lait. Ces facteurs de
croissance et peptides sont capables de moduler le systéme
immunitaire et jouer un réle actif dans la prévention de
désordres immunitaires et inflammatoires tel que le

psoriasis.

Advitech a récemment introduit dans plusieurs marchés

Dermylex" pour le soulagement du psoriasis léger a modéré.
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Dear shareholders,

We began the commercialization of DermylexT"’I in July
2006 and since then sales have been mainly in Canada
and Taiwan and handled through our marketing partners.
This operation has generated sales of $ 540,000 in the last
two quarters of 2006. The units sold (more than 25,000
bottles sold in Canada alone) have been used primarily to

supply different distribution networks and this since

November 2006. Therefore we now have a six-month
background history on Dermylex in Canada. Based on the fact that a demand for
Dermylex does exist as well as the fact that the reordering process, a key success

factor, is quantifiable although the data is still preliminary, the results are promising.

For the first quarter of fiscal 2007, revenue amounted to $ 53,315 and net loss was
$ 397,925. Now that we have true market numbers, distribution agreements signed in
2006 for Canada and Taiwan, new letters of intention for distribution agreements
signed in 2007 for markets such as France, Belgium, Indonesia, Hong Kong and
Macau and other agreements under discussion for territories such as the United States
of America and Germany, we are confident to increase revenues in 2007 compared to
2006. According to the purchase order forecasts made by our marketing partners, 2007
sales will begin to materialize in the second quarter with a foreseeable growth in the
last two quarters. The Company’s operations are subject to the cyclical or seasonal
nature of psoriasis effects on the patients. As a result, revenue will fluctuate from
quarter to quarter. Since October is the month for psoriasis on a worldwide basis, our

distributors will start to concentrate on their promotion program in September.
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On the research and development front, we are presently working on three applications:
ulcerative colitis, eczema and wound healing. However, we have made a strategic
decision to focus on dermatological applications so as to optimize the commercial
networking development we have been setting up. We are therefore concentrating our
efforts on eczema and wound healing. In fact, an open-label clinical study, in its planning
stages, is scheduled to begin in the third quarter of 2007. We have initiated pre-clinical
work on wound healing that is derived from a new technological platform we are now
evaluating. The results of these scientific studies will be announced in the fourth quarter
of 2007. If positive results are obtained, we should be in a position to initiate the
commercialization of a new product for eczema during 2008 and at the same time

continuing to pursue the development of a product for wound healing.

Concerning the ulcerative colitis application, we have made a strategic decision to out-
licence the development and commercialization rights to one or several interested
partners. We are presently in discussions with potential partners for for such
agreements. Our intellectual property is strong and protects manufacturing aspects as
well as the compositions and applications (psoriasis and inflammation related to Th1) of
our products. New patents are presently in preparation so as to protect eczema and

wound healing applications.

Finally, our financing plan for 2006 and 2007 had a minimal objective of 2,300,000%.
Considering the $ 970,000 investment announced on May 2", 2007 we exceeded
this objective and have the required funding to reach our 2007 plan. We remain open to

funding opportunities for the Company.

On my behalf, on behalf of the management and Advitech’s employees, | wish to thank

all shareholders and partners of the Company for the support they gave us.
(Signed)
Renaud Beauchesne, MBA

President and Chief Executive Officer
May 9, 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 unaudited
interim financial statements have not been examined by the Company’s external auditors. 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 May 9, 2007, on which date it was approved by the Board of
Directors.

OVERVIEW

Advitech is a life science and technology Company with the mission of discovering and
commercializing 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 (IMID). Dermylex™ is the first commercial product from this platform. The
first sales of DermylexTM, intended for market tests, started during the first quarter of 2006. First
commercial sales to distributors were completed through the third and fourth quarters of 2006.

2007 PERSPECTIVE

For 2007, the Company plans to pursue its mission and to focus specifically on the
commercialization of nutraceutical innovative products scientifically proven, efficient and secure
to the dermatologic market. 2007 business plan is centered on four main priorities:

> sales growth through:
o sales promotion with the distributors;
o distribution network development, especially in the US;
> evolution of the product’s industrialization process;
> scientific progression on eczema application of XP-828L;
> complete the funding plan initiated in 2006.



GLOBAL PERFORMANCE AND HIGHLIGHTS

Since the beginning of 2007, Advitech has remained loyal to its mission, and has concentrated on its four main
priorities, set at the beginning of the year and described previously. During the quarter, progress and
development have already been announced with regard to the funding plan and the distribution network
development.

> REVENUE AND COMMERCIAL ACTIVITIES

Dermylex™, Advitech’s first product from its XP-828L platform, is an oral product that addresses the needs of
consumers suffering from mild to moderate psoriasis. Advitech conducted a study on 84 patients with mild to
moderate psoriasis in order to confirm the efficacy and safety of Dermylex™, reinforcing Advitech’s position in the
target markets.

Dermylex™ Marketing in Canada

In 2006, Advitech concluded a definitive agreement with Jamieson Laboratories Ltd. for the distribution of
Dermylex'™ in Canada. In January, Jamieson Laboratories, Canada’s leading manufacturer of natural health
products, has announced that Dermylex™ js now available at leading pharmacies and retailers across
Canada. Dermylex™ is currently available in 2,000 pharmacies across Canada.

DermylexTM Marketing in Other Territories

In April 2007, after the closing of the fist quarter, Advitech inc. concluded an agreement in principle with Iprad
Santé, a pharmaceutical corporation specialized in the development and commercialization of dermatological and
gynaecolo%ical products. This agreement targets the completion of a marketing and supply agreement for
DermylexT in France, Belgium and, eventually, other European countries such as Germany, Switzerland and
Spain.

Commercialization of Dermylex™ in France and Belgium is planned to start in the third quarter of 2007, and a pre-
launch activity is scheduled from June 22™ to June 24™ at the 2" Congress on Psoriasis held in Paris. During this
congress, Advitech will conduct a scientific presentation of Dermylex ™ in one of the congress workshops. The
Company will also conduct a training session for French and European dermatologists. The first delivehr}/ of
Dermylex™ to Iprad Santé is planned for June 2007 and others should follow in the next quarters. Dermylex™ will
be distributed in drugstores: there are more than 22,000 of these in France alone.

Considering Iprad agreement, Advitech has given a notice to Cothera S.A of the termination to the 2005
agreement. Under this agreement, Cothera had the exclusive right to market Dermylex™ in France. Cothera has
not reached the objectives defined by the contract and its cancellation has no legal impact.

In addition, after the closing of the first quarter, Advitech has concluded an agreement in principle with Maxi
HealthCare Indonesia, setting forth the proposed scope of marketing and distribution agreement for Dermylex™.
Located in Jakarta, Indonesia, Maxi HealthCare is a corporation that markets nutraceutical and pharmaceutical
products focusing on dermatological applications in Indonesia. This agreement concerns the Indonesian market,
Indonesia being the fourth most populated country in the world with a population of 210 million people. Maxi
HealthCare has agreed to pay a non refundable deposit to secure its exclusivity in the negotiation process to
complete a marketing and distribution contract. Under the Contract Maxi HealthCare would be granted exclusive
rights for Indonesia to market Dermylex™. This five-year contract will provide Minimum Purchase Requirements
to be met by Maxi HealthCare. Other terms and conditions of the agreement were not disclosed. It provides
Advitech with its third partnership in Asia. New market reports on psoriasis are showing an increasing incidence
of the disease in these countries.
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> INVESTMENT ROUND

During the first quarter, the Company concluded two investments. In February 2007, Advitech issued a
convertible debenture for $ 500,000 to Capital Financiére agricole Inc. Additionally, in March 2007, the
Company completed a private placement of $ 884,128 in a combination of convertible debentures, common
shares and warrants in accordance with the offering memorandum announced on March 1, 2007. These two
investments will provide sufficient leeway to meet the commercial and scientific targets set for 2007.

After the closing of the first quarter, the Company has also completed a $ 970,000 private placement of units
with AgeChem Venture Fund L.P. and has issued 8,083,333 units at a price of $0.12 per unit. Each unit
consists of one common share of the Corporation and one common share purchase warrant.

Simultaneously with the closing of the private placement, an agreement to replace the convertible debentures,
issued in June 2004 to Fonds de Solidarité des Travailleurs du Québec and a group of private investors, with
new convertible debentures. The new debentures bear interest at the rate of 12 % and will be due on June 1%,
2011, unless previously converted.

> MANAGEMENT TEAM

During the first quarter, Advitech announced the appointment of Mr. Frangois Courteau, CA, as Vice-President
and Chief Operating Officer of Advitech. Mr. Courteau has participated to the management of many technology
companies having sales and manufacturing operations, and will now bring his specific expertise to Advitech, as
the Company must adapt its structure and business model to the positive evolution of DermylexTM sales and to
the resulting growth of the Company. Mr. Courteau is a Chartered Accountant and has a degree in Business
Administration and Industrial Relations from Laval University.

Additionally, Advitech Inc. announced that it has retained the services of Mr. Serge Comeau to provide the
Company with strategic investor relations services. The contract is for an initial term of twelve (12) months.

RESULTS OF OPERATIONS

Selected financial information
Years ended March 31,
(In thousands of dollars, except per share amounts)

2007 2006

Financial Results

Total Revenues $ 53.3 $ 1581 $
Operating Expenses $ 4512 $ 5200 $
Research and Development Costs, Net of Tax Credits $ 1498 $ 1079 $
Net Loss $ (397.9) $ (361.9) $
Loss per Share, Basic and Diluted $ (0.01) $ (0.01) $
Balance Sheet

Cash and Cash Equivalents $ 1,585.1 $ 7302 $
Other Current Assets $ 4982 $ 4163 $
Long-term Assets $ 1694 $ 2424 $
Current Liabilities $ 6175 $ 5744 $
Long-term Liabilities $ 1,689.2 $ 6858 $
Shareholders’ Equity $ (54.0) $ 1287 $
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Quarter ended March 31, 2007 compared to the quarter ended March 31, 2006

Net loss amounted to $ 397,925 for the first quarter ended March 31, 2007, compared to a net loss of $ 361,872
for the corresponding quarter ended March 31, 2006, an increase of $ 36 053 or 10.0 %. The increased loss is
explained by higher research and development expenses for the XP-828L development program, higher financial
expenses and by a reduction in the contribution of commercial activities.

Revenues

The revenues from the product sales totalize $ 3,315 for the first quarter ending March 31, 2007 compared to
$ 97,256 for the first quarter ending March 31, 2006. Therefore, a reduction of $ 93,941.The revenues drawn from
the commercialization of Dermylex™ began in 2006 essentially in Canada and Taiwan through the intermediary of
our distribution partners. The units sold during the second half of the year 2006 allowed us to supply various
distribution networks. According to the order estimates of our current partners, the 2007 sales will begin to
materialize in the second quarter with a predictable grow during the last 2 quarters of the year and it is also taken
into account products launches of in other countries are scheduled for later in the year. For the corresponding
quarter in 2006, revenues were mainly due to sales of products of which the Company no longer assures the
commercialization and to the first sales of Dermylex™ destined to test markets.

Revenues from royalties were $ 50,000 for the first quarter ending March 31, 2007 compared to $ 60,866 in 20086,
a $ 10,866 or 17.9% decline. These revenues derived from royalties were generated by royalty programs on
discontinued products now manufactured and sold by third parties. Some of these contracts expired in 2006
explaining the decline in royalties’ revenue.

Cost of Products and Gross Profit Margin

For the first quarter 2007, gross margin of products amounted to $2,346, or 70.8%, compared to a gross margin
of $33,350, or 34.3% for the same quarter in 2006. Gross margin increase in term of percentage is the result of
web sales growth of Dermylex™ a product bearing better profitability.

Operating Expenses

Sales and administrative expenses amounted to $263,366 for the first quarter ended March 31, 2007, compared
to $283,846 for the same period in 2006, thus a reduction of $20,480 or 7.2%. The reduction in sales and
administrative expenses is primarily due to a decrease in the charges tied to the technology license. In fact,
during the last 3 years of the licensing agreement, the Company paid minimal dues whereas starting in 2007 the
Company will pay dues on net sales generated by products manufactured with the help of licensed technology.

Before the tax credits, research and development expenses reached $ 149,777 for the first quarter ending March
31, 2007 in comparison to $ 133,212 for the first quarter ending March 31, 2006. This increase of $ 16,565 or
12.4% is mostly due to the higher costs incurred by the clinical and preclinical development program of XP-828L.
New research programs are also in progress and the cost of these projects should increase in the next quarters.
Research and development tax credits as well as grants totalled $ 35,646 for the quarter ending March 31 2007 in
comparison to the corresponding quarter in 2006. This increase of $ 10,371 or 41.0% can be explained by the
new grant program the Society is taking part in.
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The financial expenses add up to $ 54,457 for the first quarter in 2007 compared to $ 29,559 for the same period
in 2006, an increase of $ 24,898 or 84.2%. This increase is largely due to the increase in interest on the long-term
debt tied in with the new financing concluded in the second half of 2006 and in the first quarter in 2007.

Amortization of intangible assets, deferred costs and equipment totalled $ 7,154 for the first quarter of 2007,
compared to $16,101 for the first quarter of 2006, a decrease of $ 8,947 or 55.6%. The write off of the ERP
software in the 2006 fiscal year largely explains this decrease in amortization costs. Other than this variation no
significant change in amortization was recorded.

Cash Flows

As at March 31, 2007, the Company had $ 1,585,120 in cash and cash equivalents, compared to $ 601,375 as at
December 31, 2006. The increase in liquidities is the result of the financing activities that took place in the first
quarter of 2007.

Through the first quarter, operations activities used $ 391,364 in cash, $ 353,322 for net loss after non cash
operations and $ 38,042 from changes in non cash working capital items and mostly from increase in inventories.
Cash used for operations were mostly invested in research and development activities, commercialization of
Dermylex'VIC and supporting administration structure. For the corresponding period in 2006, operations activities
generated $ 68,171.

Through the first quarter of 2007, investing activities used $ 12,643 in cash, $ 4,562 for computer equipment and
$ 8,081 in legal fees related to patent filing. For the corresponding period in 2006, investment activities used
$6,414.

Lastly, concerning financing activities, the Company obtained a total financing of $ 1,476,049 in the first quarter.
Of this amount $ 77,4909 is a bank loan secured by research and development tax credits, $ 948,000 come from
convertible debentures issued in February and March 2007, $ 14,431 from a commercialization loan by Economic
Development Canada and finally, $ 436,128 is from an issue of share capital. An amount of $ 88,297 was used
for share and convertible debenture issues. Globally, in the first quarter of 2007 the Company has generated
liquid assets from financing amounting to a total of $ 1,387,752 compared to the first quarter in 2006 when the
Company used a total of $ 18,270 in liquid assets to reimburse existing loans.
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SUMMARY OF QUARTERLY RESULTS

Selected Financial Information
(Unaudited)
(In thousands of dollars, except per-share amounts)

2007 2006 2005
March 31| Dec 31 Sept 30 June 30 March 31 Dec 31 Sept30 June 30
Total Revenues 53.3 196.0 298.1 9.0 158.1 375.1 89.2 226.3
Operating Expenses 451.2 583.9 564.5 367.9 520.0 654.5 617.3 762.5
Net Loss (397.9)| (387.9) (2664) (358.9) (361.9)| (2794) (528.1) (536.2)
I&cl)ss zer share, basic and $(0.01)| $(0.01) $(0.00) $(0.000 $(0.01) $(0.01) $(0.01) $(0.01)
ilute

Quarterly Variation Analysis

Concerning the variation in revenue, sales for the first quarter in 2007 were lower than the average of the last two
quarters, however it should increase according to sales forecasts from our partners, for 2007, revenue should
start to materialize in the second quarter, with a potential growth in the last two quarters.Revenue variations
through fiscal 2006 were driven by significant initial sales of Dermylex™ that materialized in the third and fourth
quarters increasing the numbers compared to the first two quarters of the year. For fiscal 2005, Lactium
ingredient sales increased in the fourth quarter following the corporate decision to end the distribution activity and
liquidate the remaining inventories.

Net loss for the first quarter of 2007 was larger than the previous two quarter's average due to the decrease in
revenue. 2006 third quarter loss was lower than the previous quarters’ average due to both the revenue increase
from Dermylex™ in Canada and the gross margin on these revenues as indicated in the above table.

For 2005, expenses were higher in the first two quarters due to research and development expenses related to
clinical studies on XP-828L as well as the required administrative structure supporting it.

CONTRACTUAL OBLIGATIONS

Except for the agreement included in the audited financial statements of the Company for the year ended
December 31, 2006, the Company has no operation or relationship with entities which could significantly affect its
operating results, liquid assets or financial resources, or that expose the Company to any liabilities not entered
into the financial statements.

SOURCES OF FUNDING

In addition to cash provided by its current commercial activities, financial resources 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 in 2004, loans to finance its tax credit receivables and commercial
activities, grants obtained from various sources, and in 2003 and in 2006, from the issue of debentures.

The Company also has a line of credit, of an authorized amount of $300,000, secured by a mortgage on its
receivables and, as at March 31, 2007, this line of credit had not been used.

During the quarter, the Company took out a bank loan, to the authorized amount of $ 97,000, which is secured by
a mortgage on the accounts receivable including research and development tax credits receivable. This bank loan
bears interest at the prime rate plus 1.75 %. As at March 31, 2007, the Company has cashed in an amount of
$ 77,790 of this bank loan.
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Until its commercial activities concerning its current and future products generate sufficient cash flows, the
Company intends to pursue the financing of its activities through the same sources.

On February 15, 2007, the Company issued a convertible debenture for a total amount of $500,000 with Capital
Financiére agricole inc. The debenture may be converted, at the holder’s option, 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 period.

On March 30, 2007, the Company completed a private placement for a total amount of $ 884,128 in two tranches.
The first tranche consist of a placement of Units at a price of $ 0.12 per unit for a total of $ 436,128. Each unit is
comprised of one common share of the Corporation and one 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 second tranche consist in the issuance of convertible debentures for
an amount of $ 448,000. The unsecured convertible debentures bear interest at an annual rate of 12 % payable
monthly starting October 1%, 2007, become due on January 31, 2012 and may be repaid at the option of the
Corporation at any time without penalty. From the closing date until August 31, 2007, interest on the debentures
will be capitalized, added to the capital and paid at the end of the term. The debentures are convertible into
common shares of the Corporation at the holder’s option a conversion price of $0.15 per common share until
January 31, 2008 and $0.20 per common share until January 31, 2009. In accordance with the policies of the
TSX Venture Exchange, the conversion price will then increase by 10% for each subsequent year until the end of
the term.

OFF-BALANCE SHEET ARRANGEMENTS AND CONTINGENCIES

During the year 2006, the Company has not entered into any off-balance sheet arrangement.

INFORMATION ON OUTSTANDING SHARES

As at March 31, 2007, the number of outstanding common shares was 64,881,718. The number of stock options
issued pursuant to the Stock Option Plan and other options, warrants and rights for which securities have been
reserved for future issue are presented below.

Number

of Shares
Reserved for
Future Issue

Outstanding common shares as at March 31, 2007 64 881 718
- Options granted pursuant to the Stock Option Plan 3,335,262
Conversion rights of the June 2004 convertible debentures 2,500,000
(conversion price of $ 0.30)
Conversion rights of the June 2006 convertible debentures 1,666,667
(conversion price of $ 0.15)
Conversion rights of the February and March 2007 convertible debentures 6,320,000
- (conversion price of $ 0.15)
- Warrants pursuant to the December 2006 private placement 6,447,500
(conversion price of $ 0.15)
- Warrants pursuant to the March 2007 private placement 3,634,400
(conversion price of $ 0.20)
Balance as at March 31, 2007 88,785,547
- Additional conversion rights related to the 2004 convertible debentures 2,500,000
replacement program completed in May 2007 (conversion price of $ 0.15)
- Shares issue in April 2007 to AgeChem at $ 0.12 8,083,333
- Warrants pursuant to the April 2007 private placement 8,083,333

(conversion price of $ 0.17)

Balance as at May 9, 2007 107,452,213
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CHANGE IN ACCOUNTING POLICIES

On January 1st 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 1st, 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.

RISK FACTORS

The Company‘s activities involve a number of risks and uncertainties that are generally experienced by the
biotechnology industry and the life sciences sector. This industry involves a substantial degree of risk,
which, even with a combination of experience, know-how and careful evaluation may perhaps not be
overcome. The Company has been developing nutraceutical products since its creation, but risks are still
present. This is why Advitech has worked to reduce the risk by conducting a randomized, double-blind and
placebo-controlled clinical study. The Company has limited direct experience in this area. There is no
guarantee that the Company will be successful in bringing all early-stage technologies to market and will
obtain all regulatory approvals by government authorities for the sales of its products.

There can be no assurance that the Company’s products, if approved, will gain market acceptance. The
success of the Company’s marketing strategy will depend significantly upon its ability to establish strategic
alliances and final distributorship agreements for its products and on the ability of its distribution partners
to market its products effectively.

The Company possesses no product manufacturing plant of its own and will depend upon contract
processing for the fabrication of its products. The Company does not intend to build its own production
facility and will have to rely on third parties for its manufacturing needs for the foreseeable future. There
can be no guarantee that the Corporation will maintain a production agreement, and that might impair its
ability to fulfil sales orders and could have a material impact on its business.

The Company depends on third parties for the supply of active ingredients and for the manufacture of the
majority of its products. Although the Company looks to secure alternate suppliers, it may not be able to
obtain the active ingredients or products from such third parties, the active ingredients or products may not
comply with specifications, the prices at which the Company purchases them may increase or the
Company may not be able to locate alternative sources of supply in a reasonable time period, or at all. If
any of these events occur, the Company may not be able to continue to market certain of its products, and
its sales and profitability would be adversely affected.

The success of the Company is based on its ability to protect its technology through patents and trade
secrets. Because it also relies on licenses obtained from third parties, the Company is dependent, in part,
on its partners for the protection of the underlying technology used in the development of its products. No
guarantee can be made that these measures will be sufficient to protect any illegal appropriation or
infringement of its technology by a third party, which, therefore, represents a risk for the Company.

Although the Company is staffed by experienced senior management and personnel, it is substantially

dependent upon the services of a few key senior officers and scientific personnel. The loss of the services
of any of these staff members could have an adverse material effect on the business of the Company.
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From a financial perspective, the Company will need additional financing to pursue its operations, to make further
investments or take advantage of unanticipated opportunities. The ability of the Company to obtain such financing
within this period will depend in part upon prevailing capital market conditions, as well as the business success of
the Company. There is no guarantee that the Company will be successful in obtaining additional funding.

The Company is also exposed to risks due to changes in the exchange rates of foreign currencies. In the future,
the Company expects to have a significant portion of its sales denominated in foreign currencies, while its
expenses will be primarily denominated in Canadian dollars and Euros. The Company’s revenues and expenses,
and its assets and liabilities, are recorded in Canadian dollars. Fluctuations between the Canadian dollar and U.S.
dollar or the Euro may have a material effect on its profitability. To date, the Company has not engaged in
exchange rate hedging.

The complete list of risk factors is provided in the final prospectus filed by the Company on June 30, 2004. A copy
of this document 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, this control structure was reviewed and the effectiveness of its design and operation was
evaluated by the management. This 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’s 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 its 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 pre-clinical 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)
Frangois Courteau, CA

Vice-President and Chief Operating Officer
May 9, 2007
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STATEMENTS OF EARNINGS

2007 2006
(Unaudited) (Audited)
Revenues
Products $ 3,315 $ 97,256
Royalties 50,000 60,666
53,315 158,122
Operating Expenses
Cost of products 969 63,906
Selling and marketing 62,833 103,885
Administrative costs 200,533 179,961
Research and development costs 149,777 133,212
Research and development grants and tax credits (35,646) (25,275)
Financial expenses 54,457 29,559
Depreciation of property, plant and equipment 3,527 7,267
Amortization of intangible assets and deferred costs 3 627 8,834
Stock-based compensation (note 8) 11,163 18,645
451 240 519,994
Net loss $ (397,925) $ (361,872)
Further information on the earnings (note 10)
Loss per share, basic and diluted (note 9) $ 0,01 $ (0,01)
STATEMENTS OF CONTRIBUTED SURPLUS
2007 2006
(Unaudited) (Audited)
Balance, beginning of the period $ 875,964 $ 681,642
Warrants issued upon issue of the Units (note 8) 181,720 -
Stock-based compensation 11,163 18,645
Balance, end of the period $ 1,068,847 $ 700,287
STATEMENTS OF DEFICIT
2007 2006
(Unaudited) (Audited)

Balance, beginning of the period $ (9,986,726)

$ (8,554,625)

Modification conventions comptables (note 4) 44 896 -
Share issue expenses (note 8) (15,405) -
Convertible debentures issue expenses (note 7) (34,398) -
Net loss (397,925) (361,872)

Balance, end of the period $ (10,389 558)

$ (8,916,497)
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BALANCE SHEETS

As at
As at March 31, December 31,
2007 2006
(Unaudited) (Audited)
ASSETS
Current assets
Cash and cash equivalents $ 1,585,120 $ 601,375
Accounts receivable 86,251 170,140
Tax credits receivable 168,351 136,167
Inventories 190,935 83,010
Prepaid expenses 52,693 43,553
2,083,350 1,034,245
Property, plant and equipment 56,090 55,055
Intangible assets and deferred costs 113,265 147,613
2,252,705 1,236,913
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities
Bank loan (note 5) 77,490 -
Accounts payable and accrued liabilities 495,952 482,634
Differed Revenues 10,000 10,000
Current portion of long-term debt 34,033 22,349
617,475 514,983
Long-term debt (note 6) 189,789 196,692
Convertible debentures (note 7) 1,499,459 895,715
2,320,723 1,607,390
Shareholders’ equity
Share capital (note 8) 8,801,693 8,547,285
Contributed surplus 1,068,847 875,964
Equity component of convertible debentures (note 7) 465,000 193,000
Deficit (10,389,558) (9,986,726)
(54,018) (370,477)
$ 2,252,705 $ 1,236,913
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CASH FLOW STATEMENTS

2007 2006
OPERATING ACTIVITIES
Loss before discontinued operations $ (397,925) $ (361,872)
Adjustments for items not affecting cash
Stock-based compensation 11,163 18,645
Interest charged and capitalized interests (note 6) 40,286 8,315
Depreciation of property, plant and equipment 3,527 7,267
Amortization of intangible assets and deferred costs 3,627 8,834
(339,322) (318,811)
Changes in non-cash working capital items
Accounts receivable and prepaid expenses 74,749 360,075
Tax credits receivable (32,184) (25,275)
Inventories (107,925) (8,111)
Accounts payable, accrued liabilities and deferred revenues 13,318 60,293
(52,042) 386,982
(391,364) 68,171
INVESTING ACTIVITIES
Additions to property, plant and equipment (4,562) -
Increase in intangible assets and deferred costs (8,081) (6,414)
(12,643) (6,414)
FINANCING ACTIVITIES
Convertible debentures issue (note 7) 948,000 -
Bank loan (note 5) 77,490 -
Increase in long term debt 14,431 -
Repayment of long-term debt - (16,812)
Repayment of capital lease - (1,458)
Issue of Units (note 8) 436,128 -
Convertible debenture and share issue expenses (note 7 et 8) (88,297) -
1,387,752 (18,270)
Increase in cash and cash equivalents 983,745 43,487
Cash and cash equivalents - beginning of period 601,375 686,742
Cash and cash equivalents - end of period 1,585,120 $ 730,229
Ad(ditional information :
Interest paid $ 27,854 $ 22983
Cash and cash equivalents
Cash 960,120 $ 230,229
Temporary investments 625,000 500,000
1,585,120 $ 730,229
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Notes to Financial Statements (Unaudited)
Period of 3-Month ended March 31, 2007 and 2006

1. 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.

2. 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. As the
Company is at the beginning of its commercialization phase of new products, it may not have sufficient
funds to support its operations until December 31, 2007. The Company’s management is actively working
on obtaining sufficient additional financing to support its operations and its development.

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.

3. ACCOUNTING POLICIES

Unaudited Interim Financial Statements

The accompanying unaudited interim financial statements are prepared in accordance with Canadian
GAARP for interim financial statements and do not include all the information required for complete financial
statements. They are consistent with the policies outlined in the Company’s audited financial statements for
the year ended December 31, 2006. The unaudited interim financial statements and related notes should
be read in conjunction with the Company’s audited financial statements for the year ended December 31,
2006. All amounts are expresses in Canadian dollars.

Use of Estimates

The preparation of Financial Statements in conformity with Canadian generally accepted accounting
principles requires Management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the Financial
Statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from these estimates.
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Notes to Financial Statements (Unaudited)
Period of 3-Month ended March 31, 2007 and 2006

4. CHANGES IN ACCOUNTING POLICIES

On January 1st 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 1st, 2007 were not amended.

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 March 31%, 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 Financial Statements (Unaudited)
Period of 3-Month ended March 31, 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 . As at January
31, 2006 Ajustements 1st, 2007
(Audited) (Unaudited) (Unaudited)
ASSETS
Current assets $ 1,034,245 $ - $ 1,034,245
Property, plant and equipment 55.055 . 55055
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’ Equlty 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

The line of credit, of an authorized amount of $ 300,000, is secured by a mortgage on the accounts
receivable. The amounts drawn against the line of credit bear interest at prime rate plus 1.50%. These
credit facilities have covenants under which the Company must maintain certain minimum financial ratios.
As at March 31, 2007, this line of credit was not used.

During the quarter, the Company took out a bank loan, to the authorized amount of $ 97,000, which is
secured by a mortgage on the accounts receivable including research and development tax credits
receivable. This bank loan bears interest at the prime rate plus 1,75 %. As at March 31, 2007, the Company
has cashed in an amount of $ 77,790 of this bank loan.
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Notes to Financial Statements (Unaudited)
Period of 3-Month ended March 31, 2007 and 2006

6. LONG-TERM DEBT

As at March 31, As at December

2007 31, 2006

Loan, without interest, to be repaid in for equal annual consecutive
payments from two years following the end of the project. $ 14,431 $ -

Participative loan, with 12% interest, to be repaid in 48 equal

payments from the 13th month following the closing date 200,000 200,000
Capitalized interest on the participative loan 9,391 19,041
223,822 219,041
Current portion of long-term debt 34,033 22,349
$ 189,789 $ 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 expected to be through the fourth quarter. Repayment will be in four consecutive annual
installments. At March 31 2007, the company borrowed an amount of $ 28,431 with regards to this loan. A
government grant was estimated to be $ 14,000 due to the fact that the loan is interest-free. The grant was
recorded against the expense incurred to obtain this loan.

On June 16, 2006, the Company signed a non-guaranteed participative loan of $ 200,000 with the Centre
Québécois de la Valorisation des Biotechnologies (CQVB). The loan, of a maximum term of five years,
carries 12% interest and a 12-month moratorium on capital repayment and interest payments, calculated
from the closing date. The interests accrued during the moratorium are capitalized on the balance of the
participative loan. The participative loan repayment will be done in 48 equal monthly payments starting from
the 13" month following the July 1% 2007 closing date. This loan also includes a royalty schedule on sales.

If the convertible debentures issued by the Company in 2004 and 2006 were to be repaid upon their
respective maturity dates, the Company would be required to repay the principal and interest, and the
amount to be repaid to the CQVB would correspond to a 20% composed annual yield on the loan, this yield
taking into consideration interest and royalties already paid. As a result, capitalized interests on the
participating loan were recorded at a rate of 20%.

After the end of the first quarter, the company concluded an agreement to replace the convertible
debentures issued in 2004, by new debentures. Through this new agreement, the capital of the new
debentures therefore carries an annual interest rate of 12% and will be reimbursed in its entirety on June
1st, 2011, unless converted.

Quarterly Report



Notes to Financial Statements (Unaudited)
Period of 3-Month ended March 31, 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 period. The debenture is repayable at the Company’s option at any time without penalty. The
shares underlying the debentures are subject to resale restrictions for a period of 4 months following
issuance of the debentures. 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 March 31, As at December

2007 2006
(Unaudited) (Audited)
Convertible debentures, 12% interest, unsecured, maturing in
February 2008 (debentures were replaced in May 2007") $ 750,000 $ 750,000
Convertible debentures, 12% interest, unsecured, maturing in
June 2011. 250,000 250,000
Convertible debentures, 12% interest, unsecured, maturing in
June 2011. 500,000 -
Convertible debentures, 12% interest, unsecured, maturing in
June 2011. 448,000 -
Less : Equity component convertible debentures (465,000) (193,000)
1,483,000 807,000
Interest charged on convertible debentures and issue expenses t 16,459 88,715
$ 1,499,459 $ 895,715

" Following the end of the first quarter of 207, the Company concluded an agreement to replace all the June
2004 debentures. Consequently, the current portion of the debenture maturing in February 2008 was not
classified in the current liabilities. See note 11 on subsequent events.
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Notes to Financial Statements (Unaudited)
Period of 3-Month ended March 31, 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
Periods of 3-months Periods of 12-months
ended March 31, ended December 31,
2007 2006
(Unaudited) (Audited)
Number Amount Number Amount
of shares of shares

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 3,634,400 254,408 6,447,500 322,375

Outstanding common shares at the end of period 64,881,718 $ 8,801,693 61,247,318 $ 8,547,285

Issue of shares

On March 30, 2007, the Company issued 3,634,400 Units at the closing of a private offering for gross
proceeds of $ 436,128. Each unit is comprised of one common share of the Corporation and one 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. Proceeds from Units
was proportionally spread between share capital and contributed surplus according the respective fair
market value of issued shares and warrants in accordance to the Black and Sholes option pricing model. A
total of $ 34,398 has been recorded as shares issuance expenses in the Company’s deficit.

Stock Option Plan

The Company has a Stock Option Plan by reserving for issue under this plan 5,400,000 common shares.
Under the Company's stock option 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.

On March 31, 2007, the Company granted a total of 300,000 options to employees and a consultant. The
fair value of these employees’ 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 tranches. The fair
value of these options has been determined at the grant date using the Black-Scholes option pricing model
based on the weighted average of the following data for each grant and each year.

2007
Risk-free rate 3,98%
Expected volatility 133 %
Expected life (in years) 5 years
Expected dividend yield 0%
Weighted average of the fair value of options granted $0.11
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Notes to Financial Statements (Unaudited)
Period of 3-Month ended March 31, 2007 and 2006

8. SHARE CAPITAL (CONT’D)

A summary of options issued under the Stock Option Plan since January 1, 20086, is given below.

Periods of 3-months ended Year ended
March 31, 2007 December 31, 2006
(Unaudited) (Audited)

Stock option plan Number Weighted Number Weighted
of shares average of shares average
exercise exercise
price price
Outstanding at the beginning of period 3,110,262 $0.23 3,863,476 $0.22
—  Granted 300,000 $0.20 560,000 $0.15

—  Exercised - - - -
—  Cancelled (75,000) $0.24 (1,313,214) $0.21
Outstanding, end of period 3,335,262 $0.21 3,110,262 $0.21
Exercisable, end of period 2,208,428 $0.23 1,741,429 $0.23

The following table summarizes information about the Company’s stock options as at March 31, 2007.

Outstanding options
as at March 31, 2007

Exercisable options

as March 31, 2007

Stock option plan Number Weighted Number Weighted
of shares average of shares average

remaining remaining

life (years) life (years)

-  Exercise price $ 0.15 788,572 3.5 228,572 1.2
- Exercise price $ 0.20 376,190 4.3 76,190 1.8
- Exercise price $ 0.22 894,500 29 627,666 29
- Exercise price $ 0.25 1,276,000 2.3 1,276,000 2.3
3,335,262 3.0 2,208,428 23

Warrants

On March 30, 2007, the Company issued 3,634,400 Units at the closing of a private offering for gross
proceeds of $ 436,128. Each unit is comprised of one common share of the Corporation and one 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 was recorded in contributed surplus. Proceeds from Units was proportionally
spread between share capital and contributed surplus according the respective fair market value of issued
shares and warrants in accordance to the Black and Sholes option pricing model and the following

assumptions.

Risk-free rate

Expected volatility
Expected life (in years)
Expected dividend yield
Fair value of warrants

2007
4.00%

161.9%
2 years

0%
$0.05
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Notes to Financial Statements (Unaudited)
Period of 3-Month ended March 31, 2007 and 2006

8. SHARE CAPITAL (CONT’D)

The following table summarizes information about warrants:

As at March 31, As at December 31,
2007 2006
(Unaudited) (Audited)
Weighted Weighted
Number average Number average
Warrants exercise price exercise price
Warrants to purchase shares issued in
connection with the Units Offering of
December 2006 maturing in average in
1.7 years 6,447,500 $0.15$% 6,447,500 $0.15
Warrants to purchase shares issued in
connection with the Units Offering of
March 2007 maturing in average in 2
years 3,634,400 $0.20$ - -
Outstanding, end of period 10,081,900 $0.17$ 6,447,500 $0,15

Exercisable, end of period - - - -

9. LOSS PER SHARE

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

As at March 31, As at December 31,

2007 2006
(Unaudited) (Audited)
Net loss (397,925) $ (1,375,059) $
Weighted average number of outstanding shares
- basic and diluted 64,881,718 55,011,791
Net loss per share basic and diluted (in dollars) (0.01) $ (0.02) $

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.
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Notes to Financial Statements (Unaudited)
Period of 3-Month ended March 31, 2007 and 2006

10. FURTHER INFORMATION ON THE EARNINGS

Periods of 3- Periods of 3-
months ended months ended
March 31, 2007 March 31, 2006
(Unaudited) (Audited)
Research and Development Expenses
Non-refundable government assistance $ 3,461 $ -
Sales and Marketing expenses
Non-refundable government assistance $ 14,000 $ -
Financial expenses
Foreign exchange loss $ 2,372 $ 803
Interest revenues $ 5,834 $ 3,818

11. SUBSEQUENT EVENTS

After the end of the first quarter of 2007, the Company concluded a private placement of units with
AgeChem Venture Fund L.P. for a total of $ 970,000. The Company issued 8,083,333 units at $ 0.12 each.
Each unit consists of one share of the Company and one warrant.

In addition, the Corporation announced that it has completed, simultaneously with the closing of the private
placement, an agreement to replace the convertible debentures issued in June 2004 for a total amount of $
750,000 to Fonds de Solidarité des Travailleurs du Québec and a group of private investors due February
1st, 2008 (the “2004 Debentures”) with new convertible debentures bearing an interest rate of 12% and will
now mature on June 1%, 2011 unless converted.

12. 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.

13. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current year's presentation.
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