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INTRODUCTION
This management’s discussion and analysis (“MD&A”) comments on the financial results and the financial situation of Neptune
Technologies & Bioressources Inc. (“Neptune” or “the Corporation”) including its subsidiaries, Acasti Pharma Inc. (”Acasti”) and
NeuroBioPharm Inc. (”NeuroBioPharm”) for the three‐month periods ended May 31, 2012 and May 31, 2011. This MD&A should
be read in conjunction with our consolidated interim financial statements for the three‐month periods ended May 31, 2012 and
May 31, 2011. Additional information on the Corporation, as well as registration statements and other public filings are available
on SEDAR at www.sedar.com or on EDGAR at www.sec.gov.
In this MD&A, financial information for the three‐month periods ended May 31, 2012 and May 31, 2011 is based on the
consolidated interim financial statements of the Corporation, which were prepared in accordance with International Financial
Reporting Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”), and is presented in thousands
of Canadian dollars unless otherwise specified. In accordance with its terms of reference, the Audit Committee of the
Corporation’s Board of Directors reviews the contents of the MD&A and recommends its approval to the Board of Directors. The
Board of Directors has approved this MD&A, on July 12, 2012. Disclosure contained in this document is current to that date,
unless otherwise noted.
Unless otherwise indicated, all references to the terms “we”, “us”, “our”, “Neptune”, “enterprise” and “Corporation” refer to
Neptune Technologies & Bioressources Inc. and its subsidiaries. Unless otherwise noted, all amounts in this report refer to
Canadian dollars. References to “CAD”, ‘USD” and “EUR” refer to Canadian Dollars, US Dollars, and the Euro, respectively.
Disclosures of information in this report has been limited to that which Management has determined to be “material”, on the
basis that omitting or misstating such information would influence or change a reasonable investor’s decision to purchase, hold
or dispose the Corporation’s securities.

FORWARD‐LOOKING STATEMENTS
Certain comments and statements contained in this MD&A constitute forward‐looking statements that reflect Neptune’s
objectives, estimates and expectations. These statements may include the use of terms such as “believe”, “anticipate”,
“estimate”, “looking ahead” and “expect”, as well as the use of verbs in the conditional and future tenses. By their nature, these
forward‐looking statements involve certain risks and uncertainties. As a consequence, results could differ materially from the
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Corporation’s expectations. This MD&A as well as our Annual Information Form under the heading Risk Factors – available on
SEDAR at www.sedar.com – deals with risks which could cause significant differences between the results contained herein and
Neptune’s expectations. The forward‐looking statements contained in this MD&A reflect our current assumptions and,
accordingly, are subject to change. However, we disclaim all intentions and assume no obligation to update or revise the
forward‐looking statements, whether based on new information, events or other factors, unless required to do so by applicable
securities’ laws.
Non‐IFRS Financial Measures
“Adjusted EBITDA” is non‐IFRS financial measure:
Adjusted EBITDA is defined as EBITDA prior to recognizing share‐based compensation costs, foreign exchange gains or losses and
other items that do not impact the core operating performance of the Corporation, such as impairment losses and the
recognition of tax assets from prior periods. Share‐based compensation costs are a component of employee remuneration and
can vary significantly with changes in the market price of the Corporation’s shares. Foreign exchange gains or losses are a
component of finance income or finance costs and can vary significantly with currency fluctuations from one period to another.
In addition, other items that do not impact core operating performance of the Corporation may vary significantly from one
period to another. As such, adjusted EBITDA provide improved continuity with respect to the comparison of the Corporation’s
operating results over a period of time.
Our method for calculating adjusted EBITDA may differ from that used by other corporations.
BUSINESS OVERVIEW
The Corporation has three reportable operating segments structured in three distinctive legal entities: the first is producing and
commercializing nutraceutical products (Neptune), the second is for the development and commercialization of pharmaceutical
products for cardiovascular diseases applications (Acasti Pharma) and the third is for the development and commercialization of
pharmaceutical products for neurological diseases applications (NeuroBioPharm).
NEPTUNE
The Corporation continues to expand its customer base worldwide and is expecting revenue growth to be driven by repeat
demand from existing customers and incoming demand from new customers from North America, Europe and Australia.
At the beginning of the quarter, Neptune attended the 24th annual Roth OC Growth Stock Conference in California from March
11 to 14, 2012. Neptune also took that opportunity to present on Monday, March 12, at The Ritz Carlton in Laguna Niguel,
California in front of a large number of buy‐side investors.
On March 9, 2012 and in the presence of the Premier of Québec, Jean Charest, Neptune announced that the corporation had
finalized its expansion plans at its Sherbooke plant, an expected investment of between $23,000 and $25,000 and expected to
create at least 40 new jobs. Neptune expects to triple its production capacity with the expansion of the Sherbrooke plant. The
first phase which should increase the capacity to 300MT per year is expected to be completed by the end of the current fiscal
year. Phase two, which should increase the capacity from 300MT per year to 500MT per year, is expected to be completed by
Q2‐2014. The excavation began in December 2011. For its expansion project, Neptune counted on the financial support of
various key players. The Provincial Government, via Investissement Québec, agreed to contribute a $3,000 grant, plus $1,100 in
investment tax credits. The Federal Government, via Canada Economic Development, agreed to contribute $3,500 via an
interest‐free loan. Also, Desjardins Business Center agreed to contribute a $9,000 mortgage loan, and Sherbrooke Innopole a
$200 grant. The balance is expected to be provided by Neptune’s working capital. In addition to the 90 to 100 people employed
during the construction, the entire project is expected to create more than 40 permanent jobs in Sherbrooke, in addition to the
65 existing positions. The new two‐level building with an area of 40,000 square feet will almost entirely be dedicated to the
production process, in addition to the existing 12,000 square feet facility, which accommodates labs, administrative offices and
the current production facility. The structure of the new plant is very innovative and will allow greater flexibility for Neptune’s
production lines and improved efficiency and productivity for the Corporation.
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The Corporation presented novel innovative product opportunities customized for dietary supplements, functional and medical
foods and introduced a new pipeline of novel formulations containing its proprietary marine omega‐3 phospholipids enhanced
with validated bioactive ingredients targeted to specific health applications to its clientele in Engredea/Natural Products Expo
West in Anaheim on March 9th‐11th 2012 and in Vitafoods Europe in Geneva on May 22nd‐24th 2012. After the successful launch
of its new product, Eco Krill OilTM (“EKOTM”) in 2010, Neptune will be testing in fiscal 2013 the industry’s reception of a new
biomass extract generated from Neptune’s research and development program targeting new cognitive health indications. The
Corporation will also be developing pilot commercial products for functional food applications including juice, fruit berries, fruit
paste and protein bars for both human and animal health.
Neptune is able to leverage scientific results demonstrating health benefits specific to the proprietary composition of Neptune
Krill Oil ‐ NKO® on prevalent human conditions, such as premenstrual syndrome, high cholesterol, inflammation, osteoarthritis
and attention deficit hyperactivity disorder. Moreover, the clinical trials for functional/medical food applications with the
multinational corporations. In accordance with its scientific strategy, Health Canada approved, exclusively for NKO®, therapeutic
and risk reduction claims, corrobating aspects of Neptune’s clinical research and substantiating NKO® safety and effectiveness on
cardiovascular health, inflammation and women’s health.
On March 27, 2012, Neptune appointed Platinum VIII Investments & Media LLC. as investor relation firm for the United States.
Neptune entered into an IR agreement with Platinum to develop and implement a capital markets program for the US. The term
of the IR Agreement was for a period of six months. In addition to a fee of $10,000 per month, Platinum was granted options to
purchase an aggregate total of 150,000 common shares of Neptune at a price of $3.15 per share. The options will vest in equal
amounts at the rate of 15% per quarter and have a three‐year term expiring on March 23, 2015.
Also on March 27, 2012, Neptune entered into a multi‐year partnership with former NFL (National Football League) Super Bowl
Champion and Hall‐of Fame quarterback, John Elway. John Elway retired in 1999 and statistically was the second most prolific
passer in NFL history. He is currently Executive Vice President of Football Operations for the Denver Broncos in addition to being
part owner of four successful Elway’s Restaurants and the same number of automobile dealerships bearing his name. The
compensation package is a combination of cash payment as well as stock options over the contractual period.
On May 10, 2012, Mr. Elway along with Neptune’s team attended the SupplySide MarketPlace Trade show at the Javits Center in
New York City. Mr. Elway took this opportunity to meet with investors and partners and also stopped at Neptune’s booth to
meet with participants at the show. This was the first of many public appearance of John Elway as NKO® as Neptune’s
ambassador.
On April 11, 2012, Neptune’s Board of Directors, as part of its annual review of direct and indirect remunerations, confirmed the
grants of a total of 1,580,000 incentive stock options of Neptune, 730,000 rights on NeuroBioPharm warrants held by Neptune to
employees, executive officers and directors. Neptune incentive stock options have an exercise price of $3.15 and a 3 year
maturity. Rights on NeuroBioPharm warrants have an aggregate exercise price $0.75 and maturities of April 12, 2016, and were
subject to shareholder approval, which was obtained on June 21, 2012. Insiders have been granted a total of 800,000 Neptune
incentive stock options, and 435,000 rights on NeuroBioPharm warrants.
On May 22, 2012, Neptune filed for Reexamination the Aker Biomarine’s granted Australian patent (AU2008231570). Neptune
also communicated its conclusion that Aker’s patent had no impact on its position as the leading krill oil provider to the
Australian market. Neptune also reaffirmed that it firmly believes that Aker’s patent is invalid. Specifically, there are clear
disclosures in prior printed publications and patents, some of which predate Aker’s application by almost twenty years, which
teach exactly what Aker claims to have invented. Furthermore, and tellingly, it is noted that both the United States and European
Patent Offices have rejected these claims, or narrower versions thereof, for lack of novelty and obviousness. Accordingly, in light
of the prior printed publications and patents put forth in this Reexamination Request, Neptune believes the Australian Patent
Office will reconsider its grant of Aker’s patent and declare the recently‐issued claims to be unpatentable.
Also, on May 22, 2012, Neptune received the certification from “Friend of the Sea” being the only krill oil manufacturer to obtain
that certification. Neptune engaged in the certification process with Friends of the Sea (‘‘FOS’’), an internationally recognized
organization which verifies the sustainable origin of marine products. FOS had been selected by Omega‐3 producers worldwide
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as the most independent and reliable sustainability certification. The eco‐label also provides an effective way to communicate
environmental performance to their customers.
Neptune successfully obtained FOS certification by complying with strict krill sustainability criteria which ensure:
 The stock is not overfished;
 The fishery is in compliance with the management measures;
 Does not have by catch of endangered species;
 Does not have an adverse impact on the ecosystem or seabed;
 Social accountability; and
 Gradual reduction of carbon footprint.
This certification can also be extended to distributors who can successfully substantiate that Neptune is their sole krill oil
provider. Once audited, it will allow them to include the FOS logo on their packaging and marketing material. The FOS claim is
very straight forward and easily understood by consumers compared to other sustainability certifications. In conjunction, with
the NSF accreditation obtained in 2011, Neptune has ensured an environmentally responsible business approach from sourcing
of raw material to commercialization.
On May 23, 2012, Neptune announced that Dr. Harlan Waksal, Executive Vice‐President, Business & Scientific Operations of
Acasti Pharma Inc., was appointed to the Corporation’s Board of Director. Dr. Harlan Waksal is a retired physician, founder of
Imclone System Inc. in which he has been involved as the President, Chief Executive Officer, Chief Operating Officer and
Executive Vice‐President from 1987 to 2003. Imclone System has developed and obtained approval for a new targeted biologic
cancer therapy known as Erbitux and was later acquired by Eli Lily for $6.5 billion US in October 2008. Dr. Harlan Waksal currently
sits on the Board of Directors of Oberlin College and Senesco Technologies, is the author of over 50 scientific publications and
has been the author of multiple patents and patents applications.
During the first quarter, Neptune continued its investor relations efforts in order to increase Neptune’s visibility towards the
investment community in Canada and the United States, with the objective of reaching higher trading volume on NASDAQ and
TSX. More specifically, the Corporation presented in multiple cities including New York, Boston and Toronto.

ABOUT THE SUBSIDIARIES
Acasti Pharma Inc. (“Acasti”)
During the three‐month period ended May 31, 2012, the Acasti made significant progress in its research and pharmaceutical
product development, advancing with its prescription drug candidate while expanding its commercialization efforts for its
medical food “Onemia™”. The following is a summary of the period’s highlights:
Acasti’s clinical trials’ recruitment has continued and progressed during the three‐month period ended May 31, 2012. New
recruitment centers have been added to both trials, including clinics specialised in the management of lipid disorders, which
should accelerate the recruitment of patients with elevated triglycerides. Acasti also filed an amended Clinical Trial Application
(CTA) with Health Canada, in order to add a 4g arm to the open label clinical trial based on a FDA recommendation, as well as to
broaden the inclusion criteria of the trial in order to facilitate recruitment. A CTA amendment was also filed for the double blind
clinical trial in order to broaden the inclusion criteria as well. Health Canada informed the Corporation that it had no objection to
both CTA amendments.
Acasti has accentuated its business development and direct commercialization activities in the USA for its medical food
Onemia™. Multiple physicians were sampled and have initiated and continued their recommendations of Onemia™ for patients
diagnosed with cardiometabolic disorders. Simultaneously, pharmacies have started recognizing the potential demand for
Onemia™ and have accepted it as a behind the counter (by doctor’s recommendation only) medical food. The success of
Onemia™ should provide short‐term revenues which will contribute to Acasti’s further research and development projects while
establishing a validation of Acasti’s omega‐3: phospholipid pipeline in the healthcare industry paving the road for CaPre™, the
prescription drug candidate in development.
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NeuroBioPharm Inc. (“NeuroBioPharm” or “NeuroBio”)
The status of the NeuroBio’s new pharmaceutical products; Over‐the‐counter (OTC), prescription medical foods, and prescription
drug products, is as follows:
During fiscal year 2010, NeuroBio made significant progress in its scientific research and development programs. NeuroBio
completed a preclinical study in collaboration with NeuroCode AG, (Wetzlar, Germany), a team of recognized experts dedicated
to specific profiling of active pharmaceutical ingredients by means of electroencephalographic (EEG) power spectra of conscious
free moving rats. The objectives of the trial were a) to determine the nature and extent of effect of the new NeuroBio medical
food candidate (“MPL VIII”) on the electrical activity of the brain, and b) to characterize the EEG effects in relation to standard
central nervous system (CNS) drugs. At the lowest daily dose of 250mg, MPL VIII showed a significant effect strongly resembling
(by 80% and 100%) the activity of methylphenidate or Ritalin®, a drug recognized as the gold standard for the treatment of
Attention Deficit Hyperactivity Disorder (ADHD). This data provides evidence that MPL VIII, a highly concentrated phospholipid
extract, may be an effective treatment for children with ADHD and a safe alternative to Ritalin®. NeuroBio and Neptune are
advancing research with newly developed products aimed to improve the cognitive and emotional health of children and adults,
which will be concluded in the near future.
For NeuroBio, a medical food candidate and a drug candidate for non‐GLP development and chemical analyses were initiated in
fiscal period ended February 28, 2009. Preclinical testing has been initiated evaluating toxicity and pharmacokinetics.
MPL VI, MPL VII, MPL VIII and MPL IX are new products in the pipeline of NeuroBio in the process of research and development
as prescription drugs, OTC and medical foods for the safe and effective management of cognitive, behavioral and neurological
disorders.
Altogether, MPL VI, MPL VII, MPL VIII and MPL IX will enter a more than $20 billion market and with each product having, we
believe, the potential to achieve market sales up to $50 million at five years’ post‐launch.
Launch Year

Product

Channel

Indication

Stage of
development

MPL VI

Medical food / OTC

Prevention of cognitive decline

Preclinical/clinical

n/a

MPL VII

Medical Food / OTC

Memory, concentration and
learning disorders

Preclinical/clinical

2013

MPL VIII

Medical food / OTC

ADHD

Preclinical/clinical

2013

MPL IX

Prescription Drug

Neurological disorders

Preclinical

n/a

(Calendar Year)

NeuroBio is establishing itself with international and strategic industrial partners who are seeking safe and effective products for
the maintenance of cognitive health for the OTC market, the clinical dietary management of cognitive decline and
neurodevelopmental problems as medical foods and finally, prescription drugs for the treatment of neurodevelopmental and
neurological disorders. In relation to medical food, NeuroBio has completed a clinical study evaluating the efficacy of NKO®
softgels in patients diagnosed with early stage Alzheimer’s disease when compared to fish oil and a placebo. The encouraging
results from this study lead NeuroBio to conduct research on the mechanisms of action to target patients who may specifically
benefit from treatment.
The working capital deficiency as at May 31, 2012 was $17,594,879, of which $16,200,000 is due to the redeemable Class B, G, H
shares classified as short‐term liabilities. NeuroBio’s available funds are provided by Neptune, on an ongoing basis. At May 31,
2012, the Corporation had cash on hand in the amount of $1,080,261. NeuroBio’s available funds will be used to execute the
NeuroBio’s business plan for the next twelve (12) months. The timing and stages of research and development programs that
management anticipates will be reached using funds available to NeuroBio. The principal use of available funds over the
upcoming year is estimated as follows: $230,000 for prescription drug development program and $520,000 for OTC and Medical

5

MANAGEMENT ANALYSIS OF THE FINANCIAL SITUATION AND OPERATING RESULTS

Food products development and commercialization, while intellectual property protection, research and development costs,
laboratories rental and spending, administration expenses and salaries sum up to $150,000. NeuroBio does not intend to raise
additional proceeds from third parties to fund any anticipated negative operating cash flow and does not expect any material
capital expenditures for the next twelve months, except as disclosed above.
NeuroBio estimates that it will first reach commercial production of its Medical Foods after completing preclinical/clinical
studies, which the Corporation estimates should be achieved within one (1) year and representing an investment of
approximately $350,000. NeuroBio’s research and development programs are performed by the NeuroBio, Neptune and other
subcontractors.
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Selected consolidated financial information
The following tables set out selected financial information for the three‐month periods ended May 31, 2012 and May 31, 2011.
This information is based on the Corporation’s unaudited consolidated interim financial statements and accompanying notes for
the three‐month periods ended May 31, 2012 and May 31, 2011 and should be read in conjunction with the notes thereto.
(In thousands of dollars, except per share data)
Three‐month
period ended

Three‐month
period ended

May 31,
2012
$

May 31,
2011
$

6,153
142
(1,695)

4,283
(167)
(1,258)

Revenue from sales
Adjusted EBITDA1
Net loss
Net loss attributable to the owners
of the Corporation
Net loss per share:
Basic
Diluted

(983)

(838)

(0.020)
(0.020)

(0.020)
(0.020)

Total assets
Working capital2
Total equity
Long term debt (incl. current portion)

48,632
21,650
32,785
6,106

33,914
20,818
23,688
4,537

59%
9%
48%
29%
2%

52%
15%
42%
17%
(4%)

Key ratios (% of revenue):
Gross profit
Selling expenses
General and administrative expenses
Research and development expenses
Adjusted EBITDA
1

2

The Adjusted EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) is presented for information purposes only and represents a
financial performance measurement tool mostly used in financial circles. Because there is no standard method endorsed by IFRS requirements, the
results are unlikely to be comparable to similar measurements presented by other public corporations. Neptune obtains its Adjusted EBITDA
measurement by adding to net income (loss), finance costs, depreciation and amortization, income taxes, foreign exchange gains and losses, loss from
sale of property, plant and equipment and impairment of property, plant and equipment, incurred during the fiscal year. Neptune also excludes the
effects of non‐monetary transactions recorded, such as share‐based compensation, changes in the fair value of derivatives and the recognition of
investments tax credits from prior years for accounting purposes, for its Adjusted EBITDA calculation.
The working capital is presented for information purposes only and represents a measurement of the Corporation’s short‐term financial health mostly
used in financial circles. The working capital is calculated by subtracting current liabilities from current assets. Because there is no standard method
endorsed by IFRS, the results may not be comparable to similar measurements presented by other public corporations.
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RECONCILIATION OF NET PROFIT (LOSS) TO ADJUSTED EARNINGS BEFORE INTEREST, TAXES, DEPRECIATION AND
AMORTIZATION (Adjusted EBITDA)
A reconciliation of the Adjusted EBITDA is presented in the table below. The Corporation uses adjusted financial measures to
assess its operating performance. Securities regulations require that corporations caution readers that earnings and other
measures adjusted to a basis other than IFRS do not have standardized meanings and are unlikely to be comparable to similar
measures used by other corporations. Accordingly, they should not be considered in isolation. The Corporation uses Adjusted
EBITDA to measure its performance from one period to the next without the variation caused by certain adjustments that could
potentially distort the analysis of trends in our operating performance, and because the Corporation believes it provides
meaningful information on the Corporation financial condition and operating results.
Neptune obtains its Consolidated Adjusted EBITDA measurement by adding to net income (net loss), finance costs, depreciation
and amortization, income taxes, foreign exchange gains and losses, loss from sale of property, plant and equipment and
impairment of property, plant and equipment, incurred during the fiscal year. Neptune also excludes the effects of certain non‐
monetary transactions recorded, such as share‐based compensation, changes in fair value of derivatives and the recognition of
investment tax credits from prior years for accounting purposes, for its Adjusted EBITDA calculation. The Corporation believes it
is useful to exclude these items as they are either non‐cash expenses, items that cannot be influenced by management in the
short term, or items that do not impact core operating performance. Excluding these items does not imply they are necessarily
nonrecurring.
Reconciliation of non‐IFRS financial information

Net loss
Add (deduct):
Depreciation and amortization
Finance costs
Stock‐based compensation
Foreign exchange gain
Change in fair value of derivatives
Adjusted EBITDA

Three‐month
period ended

Three‐month
period ended

May 31,
2012
$
(1,695)

May 31,
2011
$
(1,258)

188
37
1,621
(232)
223

191
88
588
(128)
352

142

(167)
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SELECTED CONSOLIDATED QUARTERLY FINANCIAL DATA
(expressed in thousands, except per share amounts)
As explained in other sections, the Corporation revenues are presently being generated by the nutraceutical segment. The
nutraceutical segment is profitable. The cardiovascular and neurological segments conduct research activities and have incurred
losses since inception. Quarterly data are presented below.
Fiscal year ending February 28, 2013

Revenue and other income
Adjusted EBITDA1
Net loss
Net loss attributable to the owners of the Corporation
Basic loss per share
Diluted loss per share

Total
$
6,153
142
(1,695)
(983)
(0.02)
(0.02)

First
Quarter
$
6,153
142
(1,695)
(983)
(0.02)
(0.02)

Second
Quarter
$

Third
Quarter
$

Fourth
Quarter
$

Total
$
19,124
(2,593)
(4,593)

First
Quarter
$
4,283
(167)
(1,258)

Second
Quarter
$
4,353
(908)
(1,768)

Third
Quarter
$
5,120
(743)
(1,433)

Fourth
Quarter
$
5,368
(775)
(134)

(1,928)
(0.04)
(0.04)

(838)
(0.02)
(0.02)

(1,075)
(0.02)
(0.02)

(506)
(0.01)
(0.01)

491
(0.01)
(0.01)

Total
$
16,583
258
(1,693)

First
Quarter
$
4,145
664
494

Second
Quarter
$
4,088
836
523

Third
Quarter
$
4,272
62
(498)

Fourth
Quarter
$
4,078
(1,304)
(2,212)

(410)
(0.01)
(0.01)

734
0.02
0.02

814
0.02
0.02

(218)
(0.01)
(0.01)

(1,740)
(0.04)
(0.04)

Fiscal year ended February 29, 2012

Revenue and other income
Adjusted EBITDA1
Net loss
Net (loss) profit attributable to the owners of
the Corporation
Basic loss per share
Diluted loss per share

Fiscal year ended February 28, 2011

Revenue
Adjusted EBITDA1
Net (loss) profit
Net (loss) profit attributable to the owners of
the Corporation
Basic (loss) earnings per share
Diluted (loss) earnings per share

Note:

1 The Adjusted EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) is presented for information purposes only and represents a
financial performance measurement tool mostly used in financial circles. Because there is no standard method endorsed by IFRS requirements, the
results are unlikely to be comparable to similar measurements presented by other public corporations. Neptune obtains its Adjusted EBITDA
measurement by adding to net income (loss), finance costs, depreciation and amortization, income taxes, foreign exchange gains and losses, loss from
sale of property, plant and equipment and impairment of property, plant and equipment, incurred during the fiscal year. Neptune also excludes the
effects of non‐monetary transactions recorded, such as share‐based compensation, changes in the fair value of derivatives and the recognition of
investments tax credits from prior years for accounting purposes, for its Adjusted EBITDA calculation.
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SEGMENT DISCLOSURES
The Corporation has three reportable operating segments structured in three distinctive legal entities: the first involves the
production and commercialization of nutraceutical products (Neptune), the second is for the development and
commercialization of pharmaceutical products for cardiovascular diseases (Acasti Pharma) and the third is for the development
and commercialization of pharmaceutical products for neurological diseases (NeuroBioPharm).
For the period ended May 31, 2012, all revenues were generated by the nutraceutical segment, with the exception of a minor
sale of Acasti’s non‐pharmaceutical products. The continuity of all operations of the consolidated group is presently supported by
Neptune revenues and recent financings in both Neptune and Acasti. Acasti operations are at the commercialization stage for the
prescription medical food product, OnemiaTM, at the partnership negotiation stage for the OTC product, VectosTM, and at the
Phase II clinical trial for prescription drug program, CaPreTM. As for NeuroBioPharm, operations are directed to product
development in the Over‐the‐counter (OTC), prescription medical foods, and prescription drug products as well as pre‐clinical
research.
At this moment, NKO® and EKO™ are the only products sold in the nutraceutical market by Neptune. NKO® and EKO™ presently
generate the same gross margins in the market where they are sold. In the case of Acasti and NeuroBioPharm, several products
have been developed but none are presently generating revenue since Acasti has only recently begun its commercialization.
Acasti Pharma and NeuroBioPharm have adopted the same development strategy as Neptune which is to generate short term
revenue, with the OTC and prescription medical food products in their case. It is impossible for now to evaluate a precise
timeline for the launch of any of NeuroBioPharm products as negotiation are ongoing with potential partners.
The consolidated treasury flows are explained in the following section. Except as described below, significant consolidated cash
flows are consistent with those of the nutraceutical segment.
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Selected financial information by segment is as follows:
(Expressed in thousands)
The following table show selected financial information by segments (net of inter segments eliminations):
Three‐month period ended May 31, 2012

Revenues from external sales
Adjusted EBITDA
Net profit (loss)
Total assets
Working capital
Adjusted EBITDA calculation
Net profit (loss)
add (deduct)
Depreciation and amortization
Finance costs
Stock‐based compensation
Foreign exchange gain
Change in fair value of derivatives
Adjusted EBITDA

Nutraceutical
$
6,139
1,289
48
39,010
13,067

Cardiovascular
$
14
(888)
(1,384)
8,382
7,532

Neurological
$
‐
(259)
(359)
1,240
1,051

Total
$
6,153
142
(1,695)
48,632
21,650

48

(1,384)

(359)

(1,695)

186
36
991
(195)
223
1,289

2
1
530
(37)
‐
(888)

‐
‐
100
‐
‐
(259)

188
37
1,621
(232)
223
142

Nutraceutical
$
4,283
774
(70)
30,678
18,495

Cardiovascular
$
‐
(727)
(891)
3,067
2,363

Neurological
$
‐
(214)
(297)
169
(40)

Total
$
4,283
(167)
(1,258)
33,914
20,818

(70)

(891)

(297)

(1,258)

189
87
357
(141)
352

2
1
148
13
‐

‐
‐
83
‐
‐

191
88
588
(128)
352

774

(727)

(214)

(167)

Three‐month period ended May 31, 2011

Revenues from external sales
Adjusted EBITDA
Net loss
Total assets
Working capital
Adjusted EBITDA calculation
Net loss
add (deduct)
Depreciation and amortization
Finance costs
Stock‐based compensation
Foreign exchange (gain) loss
Change in fair value of derivatives

Adjusted EBITDA
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OPERATING RESULTS
Revenue
Revenue for the first quarter continued to increase to a record amount of $6,153 for the three‐month period ended May 31,
2012, representing an increase of 44% compared to $4,283 for the three‐month period ended May 31, 2011. This increase in the
Corporation’s revenue is mainly attributable to the aggressive penetration of the American, Canadian and Australian markets of
NKO® and EKO™, especially from important follow up orders from United States and Australia mainly attributable to consumer’s
increasing awareness on the superiority of NKO® over fish oil and other krill oil. The Corporation has managed to considerably
increase its market share as well as its gross margin which has reached unprecedented level of 59%.
Virtually all of the Corporation’s sales are derived from the nutraceutical segments.
Gross Profit
Gross profit is calculated by deducting the cost of sales from revenue. Cost of sales consists primarily of costs incurred to
manufacture products. It also includes related overheads, such as depreciation of property, plant and equipment, certain costs
related to quality control and quality assurance, inventory management, sub‐contractors and costs for servicing and
commissioning.
The following table shows gross profit in dollars as well as a percentage of revenue for the three‐month periods ended May 31,
2012 and May 31, 2011:
Three Months
Ended May 31,

Three Months
Ended May 31,

2012
3,614
59%

2011
2,225
52%

Gross profit
Gross profit as % of revenue

Gross profit for the first quarter ended May 31, 2012 amounted to $3,614 or 59% an increase of 7% compared to 52% or $2,225
for the same period in 2011. The increase in the first quarter was primarily due to the slight increase in pricing as well as better
control over the production costs and increases in productivity.

Selling expenses
Selling expenses for the three‐month periods ended May 31, 2012 and May 31, 2011 were as follows:

Selling expenses
Selling expenses as % of revenue

Three Months
Ended May 31,

Three Months
Ended May 31,

2012
571
9%

2011
648
15%

Selling expenses amounted to $571 or 9% of revenue in the first quarter ended May 31, 2012 compared to $648 or 15% of
revenue for the corresponding period in 2011. The decrease in the first quarter was mainly due to the reduction in marketing
expenses.

12

MANAGEMENT ANALYSIS OF THE FINANCIAL SITUATION AND OPERATING RESULTS

General and Administrative Expenses
G&A expenses for the three‐month periods ended May 31, 2012 and May 31, 2011 were as follows:
Three Months
Ended May 31,

Three Months
Ended May 31,

2012
2,963

2011
1,812

48%

42%

General and administrative expenses
General and administrative expenses as % of
revenue

G&A expenses amounted to $2,963 or 48% of revenue in the first quarter ended May 31, 2012, compared to $1,812 or 42% of
revenue for the corresponding period in 2011, an increase of $1,151 compared to the corresponding period in 2011. The increase
over 2011 is mainly explained by increased stock based compensation expense of $690 for the three‐month period ended
May 31, 2012 because of additional grants during the quarter. The increase is also due to several hiring of new employees in
Neptune to support the accelerated growth scheduled for fiscal 2013.
Research and Development Expenses
R&D expenses, net of tax credits, for the three‐month periods ended May 31, 2012 and May 31, 2011 were as follows:
Three Months
Ended May 31,

Three Months
Ended May 31,

2012
1,778

2011
736

29%

17%

Research and development expenses, net of tax credits
Research and development expenses, net of tax credits
as % of revenue

R&D expenses amounted to $1,778 or 29% of revenue in the first quarter ended May 31, 2012 compared to $736 or 17% of
revenue for the corresponding period in 2011, an increase of $1,042 compared to the same period in 2011. The increase of
$1,042 in the first quarter is mainly attributable to an increase in stock based compensation expenses of $338 and an increase in
legal fees related to our Intellectual Property of $498.
Finance costs
Finance costs for the three‐month periods ended May 31, 2012 and May 31, 2011 were as follows:

Finance costs
Finance costs as % of revenue

Three Months
Ended May 31,

Three Months
Ended May 31,

2012
259
4%

2011
439
10%

Finance costs amounted to $259 or 4% of revenue in the first quarter ended May 31, 2012 compared to $439 or 10% of revenue
for the corresponding period in 2011, a decrease of $180 compared to the same period in 2011. This decrease is mainly
attributable to the re‐evaluation in the fair value of derivative financial instruments.
Foreign exchange gain
Foreign exchange gain for the three‐month periods ended May 31, 2012 and May 31, 2011 were as follows:

Foreign exchange gain
Foreign exchange gain as % of revenue

Three Months
Ended May 31,

Three Months
Ended May 31,

2012
232
4%

2011
128
3%
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Foreign exchange gain amounted to $232 or 4% of revenue in the first quarter ended May 31, 2012 compared to $128 or 3% of
revenue for the corresponding period of 2011, an increase of $104 compared to the same period in 2011. This increase is mainly
attributable to the fluctuations of the US currency against the Canadian currency.
Adjusted Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA)
Adjusted EBITDA improved by $309 for the three‐month period ended May 31, 2012 to $142 compared to ($167) for the three‐
month period ended May 31, 2011. The improvement for the three‐month period ended May 31, 2012 is mainly attributable to
the increased revenues and gross margin which have been also sufficient to cover an increase in both G&A and R&D expenses.
Net profit (Loss)
The Corporation realized a consolidated net loss for the three‐month period ended May 31, 2012 of ($1,695) compared to
($1,258) for the three‐month period ended May 31, 2011. The increase in the net loss is mainly attributable to the increase in
stock‐based compensation expense of $1,032 compared to the corresponding period of 2011.
LIQUIDITY AND CAPITAL RESOURCES
Operating Activities
During the three‐month period ended May 31, 2012, the operating activities generated a decrease in liquidities of $2,125,
compared to a decrease of $720 for the corresponding period ended May 31, 2011. The difference in the change in liquidities
derived from the operating activities is mainly attributable to the lower earnings for the three‐month period ended May 31, 2012
over the corresponding period of 2011, partially offset by higher non‐cash charges, including the stock‐based compensation
expense. The decrease in liquidities is also caused by the changes in non‐cash operating working capital items, especially by an
increase in trade and other receivables of $620 and inventories by $2,114 resulting from the growth in the Corporation's
business.
Investing Activities
During the three‐month period ended May 31, 2012, the investing activities generated an increase in liquidities of $1,315. This
increase is mainly due to the maturity of short‐term investments for $3,339 partially offset by an increase in the acquisition of
property, plant and equipment for $1,873, related primarily to the plant expansion in Sherbrooke. In 2011, investing activities
generated a decrease in liquidities of $6,491, primarily from the net purchase of short‐term investments of $6,909.
Financing Activities
During the three‐month period ended May 31, 2012, the financing activities generated an increase in liquidities of $550. This
increase is mainly due the net increase in loans and borrowings of $351. In 2011, financing activities generated an increase in
liquidities of $10,753, primarily from funds raised from private placement $11,517 offset by repayment of loans and borrowings
of $878.
Overall, as a result of cash flows from all activities, the Corporation decreased its cash by $195 for the three‐month period ended
May 31, 2012.
At May 31, 2012, the Corporation’s liquidity position, consisting of cash and short‐term investments, was $12,956.
Also, at May 31, 2012, the Corporation had an authorized operating line of credit $1,570, of which $760 was available as well as
an additional unused line of $200 for foreign exchange contracts.
The Corporation believes that its available cash and short‐term investments, expected interest income, research collaborations
and licensing agreements, research tax credits, loans and borrowings, funds available under our line of credit and access to
capital markets should be sufficient to finance the Corporation’s operations and capital needs during the ensuing fiscal year.
However, in light of the uncertainties associated with the regulatory approval process, clinical trial results, commercialization of
nutraceutical products and the Corporation’s ability to secure additional licensing, partnership and/or other agreements, further
financing may be required to support the Corporation’s operations in the future.
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Off Balance Sheet Arrangements and Contractual obligations
The Corporation has no off‐balance sheet arrangements as at May 31, 2012, except for the following commitments:
In September 2011, the Corporation announced the conclusion of a Memorandum of Understanding (MOU) with Shanghai
KaiChuang Deep Sea Fisheries Co., Ltd. (SKFC) to form a 50%/50% Joint Venture named Neptune‐SKFC Biotechnology. The Joint
Venture will manufacture and commercialize Neptune’s krill products in Asia, the world's largest market for such products. The
initial cost of the project is expected to be USD$30,000 and will include the construction of a state of the art production facility
using Neptune Proprietary Production Technology in China, as well as the development of a strong commercial distribution
network for Asia. According to the agreement, SKFC will supply all the raw materials and Neptune will provide a license to
Neptune‐SKFC Biotechnology allowing it rights of use of its Production Technology IP for the Asian Market in return of a
significant up‐front payment as well as for royalty payments. The MOU is subject to approval by the boards of each party as well
as by Chinese regulators.
In December 2011, the Corporation announced the official start of its Phase I plant expansion. Financing agreements in the
amount of $15,500 were entered into shortly after the end of the third quarter. The financing is in the form of a standard loan in
the amount of $9,000 bearing interest at prime rate plus 2% with a five‐year term, an interest‐free loan in the amount of $3,500
with a ten‐year term, and a $3,000 government grant. As at May 31, 2012, the Corporation signed agreements amounting to
approximately $1,100 with various suppliers with respect to the plant expansion.
In the normal course of business, a Corporation’s subsidiary has signed agreements with various partners and suppliers for them
to execute research projects and to produce and market certain products. The Corporation has reserved certain rights relating to
these projects.
A Corporation’s subsidiary initiated research and development projects that will be conducted over a 12 to 24 month period for a
total cost of $4,136. As at May 31, 2012, an amount of $225 is included in ''Trade and other payables'' in relation to these
projects.
Contractual obligation
There were no material changes that affected our contractual obligations since February 29, 2012 except for the reimbursement
of the operating credit line for $1,110 and the refundable contribution received from the federal government for $1,742.
Subsequent event
On June 21, 2012, NeuroBioPharm filed a Canadian preliminary non‐offering prospectus to become a reporting issuer under
Canadian securities regulation. Upon qualification of this prospectus with the securities regulatory authorities, 2,000,000 units of
NeuroBioPharm will be distributed by way of dividend‐in‐kind, to the holders of record of the Corporation’s shares. Under the
terms of the proposed distribution, the holder of record of the Corporation’s common shares on the record date will receive one
unit for each lot of 24.90 common shares held. Each unit will consist of one Class A share of NeuroBioPharm and two of a Series
2011‐1 warrant. The proposed distribution is subject to regulatory review and is expected to be finalized during the
Corporation’s second quarter of fiscal 2013.
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FINANCIAL POSITION
The following table details the important changes to the balance sheet (other than equity) at May 31, 2012 compared to
February 29, 2012:
Increase
(Reduction)

Accounts

Comments

(In Thousands of dollars)

Cash
Short‐term investments
Trade and other receivables
Inventories
Property, plant and equipment
Trade and other payables

(195)
(3,325)
670
2,114
4,235
3,065

See cash flows statement
Maturity of short‐term investments
Extended terms for products launches
Purchase of raw material for increased demand
Plant expansion project
Extended terms from raw material suppliers
as well as plant expansion suppliers

See the statement of changes in equity for details of changes to the equity accounts from May 31, 2011.

PRIMARY ANNUAL FINANCIAL RATIOS

Working Capital Ratio (current assets / current liabilities)1
Solvency Ratio (Loans and borrowings / Total equity)2
1

2

May 31,
2012
2.88
0.19

February 29,
2012
3.62
0.18

May 31,
2011
4.64
0.22

The Working Capital Ratio is presented for information purposes only and represents a financial performance measurement tool mostly used in financial
circles. Because there is no standard method endorsed by IFRS requirements, the results may not be comparable to similar measurements presented by
other public corporations.
The Solvency Ratio is presented for information purposes only and represents a financial performance measurement tool mostly used in financial circles.
Because there is no standard method endorsed by IFRS requirements, the results may not be comparable to similar measurements presented by other
public corporations.

The Corporation’s Working Capital Ratio slightly decrease during the three‐month period ended May, 31 2012 compared to the
periods ended February 29, 2012 and May 31, 2011 mainly due to the use of funds for managing the Corporation’s growth. The
Corporation’s solvency ratio remained stable for the three‐month period ended May 31, 2012 compared to the periods ended
February 29, 2012 and to May 31, 2011.
RELATED PARTY TRANSACTIONS
Under the terms of an agreement entered into with a corporation controlled by an officer and director (which is also a
shareholder of the Corporation), the Corporation is committed to pay royalties of 1% of its revenues in semi‐annual instalments,
for an unlimited period. The annual amount disbursed cannot exceed net earnings before interest, taxes and amortization of the
Corporation on a non‐consolidated basis. For the three‐month period ended May 31, 2012, total royalties included in operating
expenses amounted to $61 (three‐month period ended May 31, 2011 ‐ $45). As at May 31, 2012, the balance due to this
corporation under this agreement amounts to $114 (February 29, 2012 ‐ $190). This amount is presented in the consolidated
interim statement of financial position under ''Accounts payable and accrued liabilities''.
These transactions are measured at the exchange amount, which is the amount of consideration determined and accepted by
the parties involved. Refer to note 11 of the consolidated interim financial statements for key management personnel
compensation.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES
The consolidated interim financial statements are prepared in accordance with IFRS. In preparing the consolidated interim
financial statements for the three‐month period ended May 31, 2012 and May 31, 2011, management made estimates in
determining transaction amounts and statement of financial position balances. Certain policies have more importance than
others. We consider them critical if their application entails a substantial degree of judgement or if they result from a choice
between numerous accounting alternatives and the choice has a material impact on reported results of operation or financial
position. The following section describe the Corporation’s most significant accounting policies and the items for which critical
estimates were made in the consolidated interim financial statements and should be read in conjunction with the notes to the
consolidated interim financial statements for the three‐month period ended May 31, 2012 and May 31, 2011.
USE OF ESTIMATES AND JUDGMENT
The preparation of the consolidated financial statements in conformity with IFRS requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.
Estimates are based on the management’s best knowledge of current events and actions that the Corporation may undertake in
the future. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimates are revised and in any future periods affected.
Critical judgments in applying accounting policies that have the most significant effect on the amounts recognized in the
consolidated financial statements include the following:
 Assessing the recognition of contingent liabilities.
Assumptions and estimation uncertainties that have a significant risk of resulting in a material adjustment within the next
financial year include the following:
 Utilization of tax losses;
 Measurement of derivative financial liabilities and stock‐based compensation; and
 Collectability of trade receivable.
Refer to notes 2(d) and 3 of the consolidated annual financial statements.
Also, the Corporation uses its best estimate to determine which R&D expenses qualify for R&D tax credits and in what amounts.
The Corporation recognizes the tax credits once it has reasonable assurance that they will be realized. Recorded tax credits are
subject to review and approval by tax authorities and therefore, could be different from the amounts recorded.
DISCLOSURE CONTROLS, PROCEDURES AND INTERNAL CONTROL OVER FINANCIAL REPORTING
Management of Neptune, including the Chief Executive Officer and Chief Financial Officer, have designed disclosure controls and
procedures (“DC&P”) to provide reasonable assurance that material information relating to the Corporation, including its
consolidated subsidiaries, is made known to them by others within those entities, particularly during the period in which the
annual filings are being prepared, and information required to be disclosed by the Corporation in its annual filings, interim filings
or other reports filed or submitted by it under securities legislation is recorded, processed, summarized and reported within the
time periods specified in securities legislation. Also, management of Neptune, have designed internal control over financial
reporting (“ICFR”) to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with the Corporation’s IFRS.
CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING
During the three‐month period ended May 31, 2012, the President and the CFO evaluated whether there were any material
changes in internal control over financial reporting pursuant to MI 52‐109. They individually concluded that there was no change
during the three‐month period ended May 31, 2012 that affected materially or is reasonably likely to affect materially the
Corporation’s internal controls over financial reporting and disclosure controls and procedures.
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RISKS AND UNCERTAINTIES
This section describes the principal risks that could have a material adverse effect on our business, financial condition or results
of operations, and cause actual results or events to differ materially from our expectations expressed in or implied by our
forward‐looking statements. A risk is the possibility that an event might happen in the future that could have a negative effect on
our business, financial condition or results of operations. The actual effect of any event could be materially different from what
we currently anticipate.
The risks described below are not the only ones that could affect us. Additional risks and uncertainties not currently known to us
or that we currently deem to be immaterial may also have a material adverse effect on our business, financial condition or
results of operations.
New Products and Technological Change
The markets for our products are competitive; therefore, our success continues to depend upon market acceptance of our
products, our ability to enhance those products and our ability to introduce new products and features to meet changing
customer requirements. Our business, financial condition and results of operations could be adversely affected if we incur delays
in developing new products or enhancements, or if such products or enhancements do not gain market acceptance.
Growth Management
The growth of our operations places a strain on managerial, financial and human resources. Our ability to manage future growth
will depend in large part upon a number of factors, including our ability to rapidly:
 hire and train sales and marketing staff to create an expanding presence in the evolving marketplace for our products,
and to keep staff informed regarding the technical features, issues and key selling points of our products;
 attract and retain qualified technical personnel in order to continue to develop reliable and saleable products and
services that respond to evolving customer needs;
 increase our production capacity to meet unexpected surges in demand for certain products manufactured in our
facilities;
 develop customer support capacity as sales increase, so that we can provide customer support without diverting
resources from product development efforts; and
 expand our internal management, financial and IT controls significantly, so that we can maintain control over our
operations and provide support to other functional areas within the Corporation as the number of personnel and size of
the Corporation increases.
Any failure to manage our growth or maintain profitability could have a material adverse effect on our business, financial
condition and results of operations.
Penetration of Markets and Continued Growth
Our ability to further penetrate our core markets and existing geographic markets in which we compete or to successfully expand
our business into additional countries to the extent we believe that we have identified attractive geographic expansion
opportunities in the future, is subject to numerous factors, many of which are beyond our control. We cannot assure that our
efforts to increase market penetration in our core markets and existing geographic markets will be successful. Our failure to do
so could have an adverse effect on our business, financial condition and results of operations.
Intellectual Property
We must protect our proprietary technology and operate without infringing upon the intellectual property rights of others. We
protect our intellectual property through a combination of patents, copyrights, trade secrets, trademarks, know‐how and other
proprietary information. This may not adequately protect our proprietary technology and intellectual property nor give us any
competitive advantage. Others may independently develop substantially equivalent intellectual property or otherwise gain
access to our trade secrets or other intellectual property, or disclose such intellectual property or trade secrets. Unauthorized
parties may attempt to copy aspects of our products or to obtain information we regard as proprietary. Policing unauthorized
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use of our proprietary technology, if required, may be difficult, time‐consuming and costly. Furthermore, there can be no
assurance that our means of protecting our proprietary rights will be adequate. The cost of policing and defending infringement
of our intellectual property and the failure to protect our proprietary rights could have a material adverse effect on our business,
financial condition and results of operations.
Third Parties’ Allegations of Infringement
We cannot determine with certainty whether any existing third party patents or the issuance of any third party patent would
require us to alter our technology, obtain licenses or cease certain activities. There has been substantial litigation regarding
patent, trademark and other intellectual property rights involving technology corporations. If we are found to have infringed any
patents, trademarks or other intellectual property, a jury or a judge could award significant damages and proscribe us from
distributing our products that infringe the patents, trademarks or other intellectual property in jurisdictions in which such rights
are effective. This could result in a material adverse effect on our business, results of operations and financial condition. It is
likely that in the course of our business, we will receive communications of alleged infringement in the future. These disputes
may not be settled on commercially reasonable terms and may result in long and costly litigation. Regardless of their merit, any
such disputes could be time consuming and expensive to defend while diverting management’s attention and focus away from
our business. Such disputes could also result in product shipment delays or stoppages and subject us to significant liabilities. In
the case of disputes relating to intellectual property rights, we may be required to enter into costly royalty or licensing
agreements or to modify or stop using the infringing technology. Consequently, such disputes could have a material adverse
effect on our business, financial conditions and results of operations.
Unpredictable Quarterly Revenues and Operating Results
Our revenues are difficult to forecast and are likely to fluctuate significantly from quarter to quarter due to a number of factors,
many of which are outside of our control. These factors include:









competitive conditions in our industry, including new products, product announcements and incentive pricing offered
by our competitors;
our ability to hire, train and retain sufficient sales and professional services staff;
our ability to maintain existing relationships with customers and end users and to create new relationships with
potential customers and end users;
varying size, timing and contractual terms of orders for our products, which may delay the recognition of revenue;
strategic decisions by us or our competitors, such as acquisitions, divestitures, spin‐offs, joint ventures, strategic
investments or changes in business strategy;
our ability to complete our service obligations related to product sales in a timely manner;
changes in our pricing policies and the pricing policies of our competitors;
timing of product development and new product initiatives.

In light of the foregoing, quarter‐to‐quarter comparisons of our operating results are not necessarily meaningful and should not
be relied upon as indications of likely future performance or annual operating results. Reductions in revenue or net income
between quarters or our failure to achieve expected quarterly earnings per share could cause the market price of our common
shares to decline or have a material adverse effect on our business, financial condition and results of operations.
Additional funding Requirements and Access to Capital
The Corporation may require substantial additional funds to increase production capacity and/or for further research and
development, scheduled clinical testing, regulatory approvals and the commercialization of its products. Neptune may seek
additional funding for these purposes through public or private equity or debt financing, collaborative arrangements with other
pharmaceutical corporations and/or from other sources. There can be no assurance that additional funding will be available on
acceptable terms to permit successful commercialization of the Corporation’s products. Should the Corporation fail to obtain the
necessary capital, it may be required to delay, reduce or eliminate one or more of its various research programs or seek financial
support from one of its corporate partners or from third‐parties who may require that the Corporation waive significant rights
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regarding protection of its proprietary technologies or offer it financial support on less favourable terms than those normally
acceptable to the Corporation.
Potential Changes to Gross Margin Percentages
If actual production costs are higher than anticipated, our gross margins will decrease. In addition, competitive pressures may
force us to lower product prices, which may further decrease our margins if we are unable to offset that effect by cost‐reduction
measures. If gross margins are reduced with respect to an important product line or if sales of lower‐margin products exceed
sales of higher‐margin products, our profitability may decrease and our business could suffer.
Reliance on Key Employees
Our prospective success will depend on the performance and continued service of our talented and dedicated workforce.
Competition for high‐level scientific, engineering, marketing, sales, and executive personnel is intense, particularly in our sector.
In particular, because our R&D activities are primarily conducted in Québec, we are substantially dependent on that labour
market to attract qualified scientists. There can be no assurance that we will be able to retain existing personnel or attract, hire
and retain additional qualified personnel. The loss of service of key managers and executives, or the failure to attract, hire and
retain additional key employees could materially affect our business.
Reliance on Manufacturing and Assembly Facilities
Our revenues are dependent on the continued operations of our manufacturing facility. The operation of our manufacturing
facility in Sherbrooke involves some risks, including the failure or substandard performance of equipment, natural disasters,
delays in obtaining raw production materials and components, plant shutdowns and labour disruptions. We do not generally
carry a large inventory of finished products, and therefore any significant interruption in production could have a material
adverse effect on our business, financial condition and results of operations.
Product Defects
If any of our products prove defective, we may be required to recall such products. A recall may cause us to incur significant
expenses, disrupt sales and adversely affect our reputation and products, any one or a combination of which could have a
material adverse effect on our business, financial condition and results of operations.
Third Party Suppliers
We rely on third‐party limited groups of suppliers to provide us with raw materials necessary for the manufacture of our
products. As a result of worldwide demand for and shortage of raw material, some suppliers have from time to time limited the
quantity we may purchase. If we are unable to obtain sufficient raw material, our production and shipment of products will be
delayed, we may lose customers and our profitability will be affected. Reliance on suppliers also reduces our control over
production costs, delivery schedules, reliability and quality of raw materials. Any inability to obtain timely deliveries of quality
raw materials, or any other circumstances that would require us to seek alternative suppliers, could adversely affect our ability to
deliver products to our customers. In addition, we regularly outsource limited aspects of the manufacturing like softgels
encapsulation to contract manufacturers which might create delays in their deliveries, could have a material adverse effect on
our business, financial condition and results of operations.
Environmental Regulations
Our operations are subject to environmental regulations in each of the jurisdictions in which we conduct our business. Some of
our ingredients contain substances that are regulated in various jurisdictions, which also add complexity in our product
procurement operations as we need to comply with all health regulation bodies around the world. Ensuring compliance with
these regulations and coordinating compliance activities with suppliers may results in additional costs to the Corporation and
may result in disruption to operations. If we fail to timely comply with such regulations, we could face sanctions for such non‐
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compliance, and our customers further may refuse to purchase our products, which would have a materially adverse effect on
our business, financial condition and results of operations.
Foreign Exchange
A substantial portion of our revenues is earned in US dollars and our revenues are exposed to US dollar and Euro currency
fluctuations. From time to time, we use hedging contracts to minimize the downside risk from any fluctuations in our cash flows
due to exchange rate changes. However, we do not hedge entirely the exposure related to any one foreign currency and we do
not hedge our exposure at all with respect to certain foreign currencies. We generate approximately 65% of our worldwide
revenue in US dollars and report our consolidated financial statements in Canadian dollars. If the US dollar weakens vis‐à‐vis the
Canadian dollar, this will adversely impact our revenue and net earnings.
International Operations
We derive a significant portion of our revenues from international sales. We also plan to continue to expand our international
sales and marketing efforts. There are a number of risks inherent in our international business activities, including unexpected
changes foreign government policies concerning the import and export of goods and other regulatory requirements, tariffs and
other trade barriers, costs and risks of localizing products for foreign countries, higher credit risks, potentially adverse tax
consequences, limits on repatriation of earnings and the burdens of complying with a wide variety of foreign laws. Fluctuations in
currency exchange rates could materially adversely affect sales denominated in currencies other than the Canadian dollar and
cause a reduction in revenues derived from sales in a particular country. The financial stability of foreign markets could also
affect our international sales and regional and international political, social and economic uncertainties can negatively impact
our revenues and ability to collect our accounts receivable. There can be no assurance that such factors will not materially
adversely affect the revenues from our future international sales and, consequently, our results of operations. In addition,
revenues that we earn abroad may be subject to taxation by more than one jurisdiction, which could materially adversely affect
our earnings. Each of these factors could have an adverse effect on our business, financial condition and results of operations.
Tax Matters Including R&D Tax Credits
Although we are of the view that all expenses and tax credits claimed by us, including R&D expenses and related tax credits, are
reasonable and deductible and have been correctly determined, there can be no assurance that the Canadian taxation
authorities will agree. If the Canadian taxation authorities successfully challenge such expenses or the correctness of such
income tax credits claimed, our operating results could be adversely affected. If the Canadian taxation authorities reduce the tax
credit either by reducing the rate of the grant or the eligibility of some R&D expenses in the future, our operating results will be
adversely affected. The majority of our R&D activities are conducted at our plant in Sherbrooke, Québec. We participate in
government programs with both the federal government and the Government of Québec that provide R&D tax credits based
upon qualifying R&D expenditures. These expenditures primarily consist of the salaries of the persons conducting R&D activities.
If these R&D tax credits are reduced or eliminated, this may adversely affect our business, financial condition and results of
operations.
Credit Risk
In order to sustain our cash flows and net earnings, we must collect the amounts owed to us in an efficient and timely manner.
Although we maintain provisions to account for anticipated shortfalls in amounts collected, the provisions we take are based on
management estimates and on our assessment of our customers’ creditworthiness which may prove to be inadequate in the
light of actual results. To the extent that we fail to correctly invoice customers for our products in a timely manner, our
collections could suffer resulting in a direct and adverse impact to our revenue, net earnings and cash flows. In addition, a
prolonged economic downturn may impair our customers’ ability to pay for products already delivered, and ultimately cause
them to default on existing agreements, in each case, causing a shortfall in revenue and impairing our future prospects.
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Risks Relating to the Industry:
Competitive Environment
Our competitors may announce new products that better meet the needs of customers or changing industry standards.
Increased competition may cause price reductions, reduced gross margins and loss of market share, any of which could have a
material adverse effect on our business, financial condition and results of operations. Some of our competitors and potential
competitors have significantly greater financial, technical, marketing, sales, service and other resources than we have. Some of
these corporations also have a larger installed base of customers. There can be no assurance that we will succeed in providing
competitively priced products at a quality and service level that will enable us to maintain and grow our market share.
Global Economic Uncertainties
We sell our products in approximately 30 countries worldwide. The large majority of our revenues are generated outside of
Canada. We can neither predict the impact that current global economic conditions will have on our future revenue, nor predict
when economic conditions will show meaningful improvement. Economic slowdown in any of the regions in which we operate
could result in higher inventory levels, reduced capital spending as well as increased competition and price declines in many
sectors of the relevant economy. Our pricing, revenue and profitability could be negatively impacted as a result of these factors.
Risks related to the subsidiaries
Operations essentially consist in the development of new products and the conduct of clinical research studies on animals. The
subsidiaries are considered development stage enterprises. Almost all research and development, administration and capital
expenditures incurred by the subsidiaries since the start of operations are associated with the R&D projects.
The subsidiaries are subject to a number of risks associated with the successful development of new products and their
marketing, the conduct of its clinical studies and their results, the meeting of development objectives set by Corporation in its
license agreement, and the establishment of strategic alliances. The subsidiaries will have to finance their research and
development activities and their clinical studies. To achieve the objectives of their business plan, the subsidiaries plans to
establish strategic alliances, raise the necessary capital and make sales. It is anticipated that the products developed by the
subsidiaries will require approval from the U.S. Food and Drug Administration and equivalent organizations in other countries
before their sale can be authorized.
The subsidiaries have incurred operating losses and negative cash flows from operations since inception. As at May 31, 2012, the
subsidiaries current liabilities and expected level of expenses in the research and development phase of their drug candidates
significantly exceed current assets. The subsidiaries liabilities at May 31, 2012 include large amounts due to the Corporation. The
subsidiaries plans to rely on the continued support of the Corporation to pursue their operations, including obtaining additional
funding, if required. The continuance of this support is outside of the subsidiaries control. If the subsidiaries do not receive the
continued financial support from the Corporation or the subsidiaries do not raise additional funds, they may not be able to
realize their assets and discharge their liabilities in the normal course of business. As a result, there exists a material uncertainty
that may cast significant doubt about the subsidiaries ability to continue as a going concern and, therefore, realize their assets
and discharge their liabilities in the normal course of business.
The financial statements of the subsidiaries have been prepared on a going concern basis, which assumes the subsidiaries will
continue their operations in the foreseeable future and will be able to realize their assets and discharge their liabilities and
commitments in the ordinary course of business. The subsidiaries financial statements do not include any adjustments to the
carrying values and classification of assets and liabilities and reported revenues and expenses that may be necessary if the going
concern basis was not appropriate for their financial statements should the subsidiaries not receive additional financing from the
Corporation or other sources.
Product Liability:
The Corporation has secured a $5,000 product liability insurance policy, renewable on an annual basis, to cover civil liability
relating to its products. The Corporation also maintains a quality‐assurance process that is QMP certified by the Canadian Food
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Inspection Agency (CFIA). Additionally, the Corporation has obtained Good Manufacturing Practices accreditation from Health
Canada.
PROSPECTIVE STATEMENTS
This Management Analysis contains prospective information. Prospective statements include a certain amount of risk and
uncertainty and may result in actual future Corporation results differing noticeably from those predicted. These risks include, but
are not limited to: the growth in demand for Corporation products, seasonal variations in customer orders, changes to raw
material pricing and availability, the time required to complete important strategic transactions and changes to economic
conditions in Canada, the United‐States and Europe (including changes to exchange and interest rates).
The Corporation based its prospective statement on the information available when this analysis was prepared. The inclusion of
this information should not be considered a declaration by the Corporation these estimated results have been achieved.
ADDITIONAL INFORMATION
Updated and additional Corporation information is available from the SEDAR Website at www.sedar.com and from EDGAR
Website at www.sec.gov
As at July 12, 2012, the total number of common shares issued by the Corporation and in circulation was 49,823,593 and
Corporation common shares were being traded on the TSX under the symbol NTB and on NASDAQ Capital Market under the
symbol NEPT. There were also 1,445,015 warrants and 6,275,750 options outstanding as at the same date. In addition, Acasti had
5,502,500 options, 5,728,600 Series 4 warrants and 750,000 Series 6 & 7 warrants outstanding. NeuroBioPharm had 546,250
options and 6,000,000 series 2011‐1 warrants, 3,450,075 series 2011‐2 warrants and 8,050,175 series 2011‐3 warrants
outstanding at this date.

/s/ Henri Harland

/s/ André Godin

Henri Harland
President and Chief Executive Officer

André Godin
Chief Financial Officer
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Notice:
These interim financial statements have not been reviewed by an auditor.

NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Consolidated Interim Statements of Financial Position
(Unaudited)
As at May 31, 2012 and February 29, 2012
May 31,
2012

February 29,
2012

Assets
Current assets:
Cash
Short‐term investments
Trade and other receivables
Tax credits receivable
Prepaid expenses
Inventories

$

Government grant receivable
Property, plant and equipment
Intangible assets
Investment tax credit receivable
Deferred tax asset
Total assets

3,569,880
9,386,259
9,290,393
1,410,991
538,697
8,947,125

$

3,765,265
12,711,310
8,620,838
1,215,524
430,368
6,832,910

33,143,345

33,576,215

–
11,787,751
1,501,070
1,200,000
1,000,000

50,000
7,552,126
1,357,740
1,200,000
1,000,000

$

48,632,166

$

44,736,081

$

1,751,810
8,036,111
908,395
796,365

$

2,908,898
4,971,018
813,203
573,688

Liabilities and Equity
Current liabilities:
Loans and borrowings (note 7)
Trade and other payables
Advance payments (note 6)
Private placement warrants (note 3)

11,492,681

9,266,807

4,354,373

2,845,272

15,847,054

12,112,079

46,143,016
741,990
14,103,323
(32,956,652)

45,841,986
743,195
13,156,913
(31,973,311)

28,031,677

27,768,783

Non‐controlling interest (note 4)
Subsidiary options (note 3)

2,478,701
2,274,734

3,178,566
1,676,653

Total equity attributable to non‐controlling interest

4,753,435

4,855,219

32,785,112

32,624,002

Loans and borrowings (note 7)
Total liabilities
Equity:
Share capital (note 3)
Warrants (note 3)
Contributed surplus
Deficit
Total equity attributable to equity holders of the Corporation

Total equity
Commitments and contingencies (note 10)
Subsequent event (note 12)
Total liabilities and equity

$

See accompanying notes to unaudited consolidated interim financial statements.
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48,632,166

$

44,736,081

NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Consolidated Interim Statements of Earnings and Comprehensive Loss
(Unaudited)
Three‐month periods ended May 31, 2012 and 2011
May 31,
2012
Revenue from sales
Cost of sales

$

Gross profit
Other income ‐ revenue from research contracts
Selling expenses
General and administrative expenses
Research and development expenses, net of tax credits of $195,467 (2011 ‐ $108,704)

Finance income
Finance costs
Foreign exchange gain
Net finance income (expense)

6,153,130
(2,539,575)

May 31,
2011
$

4,283,234
(2,058,473)

3,613,555

2,224,761

–
(571,252)
(2,963,297)
(1,777,915)

9,464
(648,318)
(1,812,073)
(736,181)

(1,698,909)

(962,347)

32,098
(259,475)
231,780

15,059
(439,409)
127,828

4,403

(296,522)

Net loss and comprehensive loss for the period

$

(1,694,506)

$

(1,258,869)

Net loss and comprehensive loss attributable to:
Owners of the Corporation
Non‐controlling interest

$

(983,341)
(711,165)

$

(838,505)
(420,364)

Net loss and comprehensive loss for the period

$

(1,694,506)

$

(1,258,869)

Basic loss per share
Diluted loss per share

$

(0.020)
(0.020)

$

(0.020)
(0.020)

Basic weighted average number of common shares
Diluted weighted average number of common shares

49,736,487
49,736,487

See accompanying notes to unaudited consolidated interim financial statements.
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39,529,725
39,529,725

NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Consolidated Interim Statements of Changes in Equity
(Unaudited)
Three‐month periods ended May 31, 2012 and 2011
Attributable to equity holders of the Corporation
Share capital
Number
Dollars
Balance at February 29, 2012
Net loss and comprehensive loss
for the period

49,688,843 $ 45,841,986

–

Warrants

Contributed
surplus

$ 743,195 $ 13,156,913

–

–
743,195

–

49,688,843

45,841,986

13,156,913

Transactions with owners,
recorded directly in equity
Contributions by and distribution
to owners
Warrants exercised
Share‐based payment transactions
Share options exercised

1,250
–
117,000

4,518
–
296,512

(1,205)
–
–

–
1,022,460
(79,012)

Total contributions by and
distribution to owners

118,250

301,030

(1,205)

Deficit

Total

$ (31,973,311) $ 27,768,783

(983,341)
(32,956,652)

(983,341)

Attributable to non‐controlling interest
Non‐
Subsidiary
controlling
options
interest
Total
$ 1,676,653

–

26,785,442

1,676,653

–
–
–

3,313
1,022,460
217,500

–
598,081
–

943,448

–

1,243,273

598,081

$ 3,178,566

(711,165)

$ 4,855,219

(711,165)

Total
equity
$ 32,624,002

(1,694,506)

4,144,054

30,929,496

–
–
–

–
598,081
–

3,313
1,620,541
217,500

–

598,081

1,841,354

2,467,401

Change in ownership interests in
subsidiaries that do not result
in a loss of control
Exercise of subsidiary options
by third parties

–

–

–

2,962

–

2,962

–

11,300

11,300

14,262

Total changes in ownership
interest in subsidiaries

–

–

–

2,962

–

2,962

–

11,300

11,300

14,262

946,410

–

1,246,235

598,081

11,300

609,381

1,855,616

$ (32,956,652) $ 28,031,677

$ 2,274,734

$ 2,478,701

$ 4,753,435

$ 32,785,112

Total transactions with owners
Balance at May 31, 2012

118,250

301,030

49,807,093 $ 46,143,016

(1,205)

$ 741,990 $ 14,103,323

See accompanying notes to unaudited consolidated interim financial statements.
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NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Consolidated Interim Statements of Changes in Equity, Continued
(Unaudited)
Three‐month periods ended May 31, 2012 and 2011
Attributable to equity holders of the Corporation
Share capital
Number
Dollars
Balance at February 28, 2011
Net loss and comprehensive
loss for the period

42,490,874 $ 31,148,232

–

Warrants

Contributed
surplus

$ 104,987 $ 9,471,507

–

–

–

42,490,874

31,148,232

104,987

9,471,507

Transactions with owners,
recorded directly in equity
Contributions by and distribution
to owners
Issuance of shares and warrants
through private placement
Share‐based payment transactions
Share options exercised

5,785,057
–
67,500

10,154,329
–
286,345

743,195
–
–

–
513,126
(113,345)

Total contributions by and
distribution to owners

5,852,557

10,440,674

743,195

399,781

Deficit

Total

$ (28,586,171) $ 12,138,555

(838,505)
(29,424,676)

Attributable to non‐controlling interest
Non‐
Subsidiary
controlling
options
interest
Total
$

(838,505)

207,128

–

$

920,681 $ 1,127,809

Total
equity
$ 13,266,364

(420,364)

(420,364)

(1,258,869)

500,317

707,445

12,007,495

11,300,050

207,128

–
–
–

10,897,524
513,126
173,000

–
75,095
–

–
–
–

–
75,095
–

10,897,524
588,221
173,000

–

11,583,650

75,095

–

75,095

11,658,745

Change in ownership interests in
subsidiaries that do not result
in a loss of control
Conversion of subsidiary convertible
redeemable shares

–

–

–

–

(1,997,487)

(1,997,487)

–

1,997,487

1,997,487

–

Total changes in ownership
interest in subsidiaries

–

–

–

–

(1,997,487)

(1,997,487)

–

1,997,487

1,997,487

–

(1,997,487)

9,586,163

75,095

1,997,487

2,072,582

11,658,745

282,223

$ 2,497,804

$ 2,780,027

$ 23,666,240

Total transactions with owners
Balance at May 31, 2011

5,852,557

10,440,674

48,343,431 $ 41,588,906

743,195

399,781

$ 848,182 $ 9,871,288

See accompanying notes to unaudited consolidated interim financial statements.
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$ (31,422,163) $ 20,886,213

$

NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Consolidated Interim Statements of Cash Flows
(Unaudited)
Three‐month periods ended May 31, 2012 and 2011
May 31,
2012
Cash flows from operating activities:
Net loss for the period
Adjustments:
Depreciation of property, plant and equipment
Amortization of intangible assets
Stock‐based compensation
Net finance (income) expense
Foreign exchange gain
Foreign exchange gain on cash
Unrealized foreign exchange gain on advance payments

$

Changes in non‐cash operating working capital items:
Trade and other receivables
Tax credits receivable
Prepaid expenses
Inventories
Trade and other payables
Advance payments

Cash flows from investing activities:
Interest received
Acquisition of property, plant and equipment
Acquisition of intangible assets
Maturity of short‐term investments
Acquisition of short‐term investments

Cash flows from financing activities:
Repayment of loans and borrowings
Increase in loans and borrowings
Differed financial expenses
Proceeds from exercise of subsidiary warrants
Proceeds from exercise of warrants
Net proceeds from private placement
Proceeds from exercise of options
Interest paid

(1,694,506)

May 31,
2011

$

178,665
9,465
1,620,541
(4,403)
231,780
(63,770)
(15,882)

183,251
8,112
588,221
296,522
127,828
–
–

261,890

(54,935)

(619,555)
(195,467)
(108,329)
(2,114,215)
539,839
111,074

(297,700)
400,604
712,247
(2,137,716)
637,133
20,419

(2,386,653)

(665,013)

(2,124,763)

(719,948)

18,649
(1,873,367)
(168,464)
3,338,500
–

15,059
(84,739)
(3,712)
491,320
(6,909,365)

1,315,318

(6,491,437)

(1,392,117)
3,037,393
(1,295,067)
14,262
3,313
–
217,500
(34,994)

(878,079)
–
–
–
–
11,517,318
173,000
(59,001)

550,290
Foreign exchange gain on cash held in foreign currencies

10,753,238

63,770

Net (decrease) increase in cash

–

(195,385)

Cash (bank indebtedness), beginning of period

3,541,853

3,765,265

Cash, end of period
Supplemental cash flow disclosure:
Non‐cash transactions:
Acquired property, plant and equipment included in accounts payable and accrued liabilities
Intangible assets included in accounts payable and accrued liabilities

See accompanying notes to unaudited consolidated interim financial statements.
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(1,258,869)

(39,533)

$

3,569,880

$

$

4,008,338
29,436

$

3,502,320

–
–

NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Notes to Consolidated Interim Financial Statements
(Unaudited)
For the three‐month periods ended May 31, 2012 and 2011

1.

Reporting entity
Neptune Technologies & Bioressources Inc. (the "Corporation") is incorporated under the Business Corporations Act (Québec) (formerly
Part 1A of the Companies Act (Québec)). The Corporation is domiciled in Canada and its registered office is located at 225 Promenade du
Centropolis, Laval, Québec H7T 0B3. The condensed consolidated interim financial statements of the Corporation comprise the Corporation
and its subsidiaries, Acasti Pharma Inc. and NeuroBioPharm Inc. The Corporation focuses on the research, development and
commercialization of products derived from marine biomasses for the nutraceutical, pharmaceutical and cosmetic industries. The
Corporation develops proprietary and potent health ingredients from underexploited marine biomasses, such as krill, with its patented
TM
extraction process Neptune OceanExtract . The Corporation develops and industrializes its extraction process and markets its marine oil
®
TM
TM
Neptune Krill Oil ‐ NKO and ECO Krill Oil ‐ EKO , as well as its protein concentrated Neptune Krill Aquatein ‐ NKA . Its products are aimed
at the nutraceutical, biopharmaceutical, cosmetics and pet food markets.
The Corporation’s subsidiaries are subject to a number of risks associated with the successful development of new products and their
marketing, the conduct of clinical studies and their results, the meeting of development objectives set by the Corporation in its license
agreements and the establishment of strategic alliances. The Corporation’s subsidiaries will have to finance its research and development
activities and its clinical studies. To achieve the objectives of their business plans, the Corporation’s subsidiaries plan to establish strategic
alliances, raise the necessary capital and make sales. It is anticipated that the products developed by the Corporation’s subsidiaries will
require approval from the U.S. Food and Drug Administration and equivalent organizations in other countries before their sale can be
authorized.

2.

Basis of preparation
(a) Statement of compliance:
These consolidated interim financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRSs), as issued by the International Accounting Standards Board (IASB), on a basis consistent with those accounting policies followed
by the Corporation in the most recent audited consolidated annual financial statements. These condensed consolidated interim financial
statements have been prepared under IFRS in accordance with IAS 34, Interim Financial Reporting. Certain information, in particular the
accompanying notes, normally included in the consolidated annual financial statements prepared in accordance with IFRS, has been
omitted or condensed. Accordingly, the condensed consolidated interim financial statements do not include all of the information
required for full annual consolidated financial statements, and therefore, should be read in conjunction with the audited consolidated
financial statements and the notes thereto for the year ended February 29, 2012.
(b) Basis of measurement:
The consolidated financial statements have been prepared on the historical cost basis except for the following:



Equity warrants and stock options which are measured at fair value at date of grant pursuant to IFRS 2;



Liabilities for warrants which are measured at fair value;



Debenture conversion options and derivative financial liabilities which are measured at fair value; and



Non‐interest refundable contribution which is measured at fair value at the time of the grant.

(c) Functional and presentation currency:
These consolidated interim financial statements are presented in Canadian dollars, which is the Corporation and its subsidiaries’
functional currency.
(d) Use of estimates and judgements:
The preparation of the consolidated financial statements in conformity with IFRS requires management to make judgements, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates.
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NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Notes to Consolidated Interim Financial Statements, Continued
(Unaudited)
For the three‐month periods ended May 31, 2012 and 2011

2.

Basis of preparation (continued):
(d) Use of estimates and judgements (continued):
Estimates are based on the management’s best knowledge of current events and actions that the Corporation may undertake in the
future. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the
period in which the estimates are revised and in any future periods affected.
Critical judgements in applying accounting policies that have the most significant effect on the amounts recognized in the consolidated
financial statements include the following:


Assessing the recognition of contingent liabilities.

Assumptions and estimation uncertainties that have a significant risk of resulting in a material adjustment within the next financial year
include the following:


Utilization of tax losses and investment tax credits;



Measurement of derivative financial liabilities and stock‐based compensation; and



Collectability of trade receivable.

Also, the Corporation uses its best estimate to determine which research and development (“R&D”) expenses qualify for R&D tax credits
and in what amounts. The Corporation recognizes the tax credits once it has reasonable assurance that they will be realized. Recorded
tax credits are subject to review and approval by tax authorities and therefore, could be different from the amounts recorded.
3.

Capital and other components of equity:
(a) Share capital:
Authorized capital stock:
Unlimited number of shares without par value:
 Common shares
Preferred shares, issuable in series, rights, privileges and restrictions determined at time of issuance:
 Series A preferred shares, non‐voting, non‐participating, fixed, preferential and non‐cumulative dividend of 5% of paid‐up
capital, exchangeable at the holder’s option under certain conditions into common shares (none issued and outstanding).
(b) Private placements:
On May 3 and May 13, 2011, the Corporation closed the two portions of a private placement financing, from U.S. and Canadian
accredited investors, for gross proceeds of $12,419,768.
A portion of the proceeds came from US institutional investors for 2,722,222 common shares at US$2.25 per share and warrants (the
“2011 Private placement ‐ US” warrants) to purchase 680,556 additional common shares. The warrants to purchase additional shares
will be exercisable at a price of US$2.75 per share for 18 months commencing one day following their issue date. The other portion of
the proceeds came from Canadian institutional investors for 3,062,835 common shares at $2.15 per share and warrants (the “2011
Private placement ‐ CA” warrants) to purchase 765,709 additional shares. The warrants to purchase additional shares will be exercisable
at a price of $2.65 per share for 18 months commencing one day following their issue date. Because the 2011 Private placement ‐ US
warrants are exercisable at a price denominated in a currency other than the Corporation’s functional currency, they were determined
to be a derivative financial liability. Total issue costs related to these transactions amounted to $942,638.
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NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Notes to Consolidated Interim Financial Statements, Continued
(Unaudited)
For the three‐month periods ended May 31, 2012 and 2011

3.

Capital and other components of equity (continued):
(c) Warrants:
The warrants of the Corporation are composed of the following as at May 31, 2012 and February 29, 2012:
May 31,
2012
Number
outstanding
2011 Private placement ‐ CA
2011 Private placement ‐ US

764,459
680,556
1,445,015

Classified as:
Equity
Liability

February 29,
2012

Amount

Number
outstanding

741,990
796,365

765,709
680,556

$ 1,538,355

1,446,265

$ 1,316,883

May 31,
2012

February 29,
2012

$

Amount
$

$

743,195
573,688

$

741,990
796,365

743,195
573,688

$

1,538,355

$ 1,316,883

Exercise
price

Expiry

2.65
2.75

November 3, 2012
November 3, 2012

The significant terms of the warrants are as follows:

2011 Private placement ‐ CA
2011 Private placement ‐ US

$
USD
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NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Notes to Consolidated Interim Financial Statements, Continued
(Unaudited)
For the three‐month periods ended May 31, 2012 and 2011

3.

Capital and other components of equity (continued):
(d) Subsidiary options:
May 31,
2012
Number
outstanding
Acasti Pharma Inc.
Series 4 warrants
Options outstanding under stock‐based
compensation plan
Private placement warrants
Series 6
Series 7

NeuroBioPharm Inc.
Series 2011‐2 warrants
Series 2011‐3 warrants
Options outstanding under stock‐based
compensation plan

Amount

Number
outstanding

326,992

5,775,500

5,502,500

1,433,884

3,347,500

919,604

375,000
375,000

306,288
47,850

375,000
375,000

306,288
7,027

11,984,850

2,115,014

9,873,000

1,532,698

3,450,075
8,050,175

8,822
139,279

800,000
6,303,929

5,461
128,358

5,732,350

$

Amount

$

299,779

496,250

11,619

496,250

10,136

11,996,500

159,720

7,600,179

143,955

23,981,350

$ 2,274,734

17,473,179

$ 1,676,653

May 31,
2012

February 29,
2012

$

2,274,734
–

$ 1,676,653
–

$

2,274,734

$ 1,676,653

Classified as:
(1)
Equity
Liability

(1)

February 29,
2012

Recorded as “subsidiary options” in total equity attributable to non‐controlling interest.
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NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Notes to Consolidated Interim Financial Statements, Continued
(Unaudited)
For the three‐month periods ended May 31, 2012 and 2011

3.

Capital and other components of equity (continued):
(d) Subsidiary options (continued):
The characteristics of the Acasti subsidiary warrants are as follows:
Series 4 allows the holder to purchase one Class A share of Acasti for $0.25 per share until October 8, 2012.
Series 6 allows the holder to purchase one Class A share of Acasti for $1.50 per share until February 10, 2015.
Series 7 allows the holder to purchase one Class A share of Acasti for $1.50 per share until February 10, 2015 subject to the
achievement of certain agreed upon and predefined milestones.
On April 12, 2011, NeuroBioPharm proceeded with the following transactions affecting its capital structure:



NeuroBioPharm consolidated all classes of its capital stock on a 2:1 basis.



NeuroBioPharm exchanged the resulting 50 Class A shares for 1,000 new Class A shares, 26,000,000 Class H shares
redeemable for $0.45 per share and 6,000,000 Series 2011‐1 warrants.



NeuroBioPharm exchanged the resulting 17,500,000 Class C shares, 3,500,000 Series 4 warrants and 1,500,000 Series 5
warrants for 17,500,000 Class G shares redeemable for $0.20 per share, 3,450,075 Series 2011‐2 warrants and
8,050,175 Series 2011‐3 warrants.



The Corporation converted its accounts receivable in the amount of approximately $850,000 into 8,500,000 Class A shares.

The characteristics of the NeuroBioPharm subsidiary warrants are as follows:
Series 2011‐2 allows the holder to purchase one Class A share of NeuroBioPharm for $0.47 per share until the earliest of the two
following events: (i) fifteen (15) days after the listing to the corporation's shares on a recognized stock exchange; or (ii) on April 12,
2016.
Series 2011‐3 allows the holder to purchase one Class A share of NeuroBioPharm for $0.40 per share until April 12, 2016.
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4.

Non‐controlling interest:
During the three‐month period ended May 31, 2012, the Corporation’s participation in Acasti changed as follows:
Throughout the three‐month period ended May 31, 2012, various holders of Acasti warrants exercised their right to purchase Class A shares,
resulting in the issuance of 53,150 shares by Acasti and cash proceeds of $13,287.
The distribution of the shareholdings of issued and outstanding Acasti’s capital stock between the Corporation and other shareholders as at
May 31, 2012 and February 29, 2012 is detailed as follows:
May 31,
2012

Corporation

Other
shareholders

Total

41,367,733

31,322,305

72,690,038

Votes

57%

43%

100%

Participation

57%

43%

100%

Class A shares

February 29,
2012

Corporation

Other
shareholders

Total

41,367,733

31,269,155

72,636,888

Votes

57%

43%

100%

Participation

57%

43%

100%

Class A shares

Class A shares are voting (one vote per share), participating and without par value.
Class B shares are voting (ten votes per share), non‐participating, without par value and maximum annual non‐cumulative dividend of 5% on
the amount paid for said shares. Class B shares are convertible, at the holder’s discretion, into Class A shares, on a one‐for‐one basis, and
Class B shares are redeemable at the holder’s discretion for $0.80 per share, subject to certain conditions.
Class C shares are non‐voting, non‐participating, without par value and maximum annual non‐cumulative dividend of 5% on the amount paid
for said shares. Class C shares are convertible, at the holder’s discretion, into Class A shares, on a one‐for‐one basis, and Class C shares are
redeemable at the holder’s discretion for $0.20 per share, subject to certain conditions.
Throughout the three‐month period ended May 31, 2012, the Corporation owned 99% of NeuroBioPharm’s issued and outstanding capital
stock.
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5.

Share‐based payment:
Description of the share‐based payment arrangements:
At May 31, 2012 the Corporation has the following share‐based payment arrangements:
(a) Corporation stock‐based compensation plan:
The Corporation has established a stock‐based compensation plan for administrators, officers, employees and consultants. The plan
provides for the granting of common share options. The purchase price of the shares covered by the stock options granted under the
plan is the closing price of the common shares listed on the TSX on the eve of the grant. Under this plan, 6,850,000 common shares
have been reserved for issuance. The terms and conditions for acquiring and exercising options are set by the Board of Directors, as well
as the term of the options which, however, cannot be more than five years or any other shorter period as specified by the Board of
Directors, according to the regulations of the plan. The Corporation’s stock‐option plan allows the Corporation to issue a number of
incentive stock options not in excess of 15% of the number of shares issued and outstanding. The total number of shares issued to a
single person cannot exceed 5% of the Corporation’s total issued and outstanding common shares, with the maximum being 2% for any
one consultant.
The Board of Directors adopted the amendments to the Amended and Restated Stock Option Plan on May 9, 2012. The proposed
amendments deal with, amongst other things: (i) the conversion of the Stock Option Plan from a ‘’fixed’’ plan to a ‘’rolling’’ plan, (ii) the
clarification of the powers of the Board, (iii) the clarification of the early termination of options upon the concurrence of certain
predetermined events, (iv) allowing the Board to make certain amendments to the Stock Option Plan, (v) providing for a blackout period
extension, (vi) providing for change of control and sale of the Corporation clauses and (vii) other ‘’housekeeping’’ changes. On June 21,
2012, the resolution was passed by a simple majority of the votes cast by shareholders present in person or by proxy at the Annual
Shareholders Meeting.
Every stock option issuance in the stock option plan will be subject to conditions no less restrictive than a minimal vesting period of
18 months, with the vesting rights acquisition gradual and equal, at least on a quarterly basis.
The number and weighted average exercise prices of share options are as follows:
Weighted
average
exercise
price
Outstanding at March 1, 2012 and 2011
Forfeited
Exercised
Granted
Outstanding at May 31, 2012 and 2011
Exercisable at May 31, 2012 and 2011

$

Number of
options

$

2.46
3.41
1.86
3.16
2.76

3,768,000
(43,750)
(117,000)
2,685,000
6,292,250

$

2.24

1,993,664
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Weighted
average
exercise
price
$

Number of
options

$

2.27
3.38
2.56
2.28
2.25

3,871,625
(80,000)
(67,500)
125,000
3,849,125

$

2.35

1,966,980

NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Notes to Consolidated Interim Financial Statements, Continued
(Unaudited)
For the three‐month periods ended May 31, 2012 and 2011

5.

Share‐based payment (continued):
(a) Corporation stock‐based compensation plan (continued):
The fair value of options granted has been estimated according to the Black‐Scholes option pricing model and based on the weighted
average of the following assumptions for options granted to employees during the three‐month periods ended:

Dividend
Risk‐free interest
Estimated life
Expected volatility

Three‐month
period ended
May 31,
2012

Three‐month
period ended
May 31,
2011

0.0234%
1.28%
2.43 years
68.46%

0.0234%
1.95%
2.31 years
69%

The weighted average of the fair value of the options granted to employees during the three‐month period ended May 31, 2012 is $1.11
(2011 ‐ $0.91). The weighted average of the fair value of the options granted to non‐employees during the three‐month period ended
May 31, 2012 is $1.22 (2011 ‐ $1.08).
(b) Acasti Pharma stock‐based compensation plan:
The subsidiary Acasti Pharma has established a stock‐based compensation plan for administrators, officers, employees and consultants.
The plan provides for the granting of options to purchase Acasti Class A shares. The exercise price of the stock options granted under the
plan is not lower than the closing price of the shares listed on the eve of the grant. Under this plan, the maximum number of options
that can be issued equalled the lower of 1,530,000 or 10% of Acasti Class A shares held by public shareholders, as approved annually by
such shareholders. On March 21, 2011, Acasti’s Board of Directors amended the incentive stock option plan (the ‘’Plan’’). The
amendments to the Plan were approved by the shareholders on June 22, 2011. The main modification to the Plan consists of an increase
in the number of shares reserved for issuance of incentive stock options under the Plan to 6,443,444. On June 21, 2012, Acasti’s
shareholders approved the renewal of the corporation stock option plan, under which the maximum number of options that can be
issued is 7,269,379, corresponding to 10% of the shares outstanding as of the date of shareholders’ approval. The terms and conditions
for acquiring and exercising options are set by Acasti’s Board of Directors, subject, among others, to the following limitations: the term
of the options cannot exceed ten years and every stock option granted under the stock option plan will be subject to conditions no less
restrictive than a minimal vesting period of 18 months, a gradual and equal acquisition of vesting rights, at least on a quarterly basis. The
total number of shares issued to a single person cannot exceed 5% of the Corporation’s total issued and outstanding common shares,
with the maximum being 2% for any one consultant.
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5.

Share‐based payment (continued):
(b) Acasti Pharma stock‐based compensation plan (continued):
The number and weighted average exercise prices of share options are as follows:
Weighted
average
exercise
price
Outstanding at March 1, 2012 and 2011
Forfeited
Exercised
Granted
Outstanding at May 31, 2012 and 2011

$

Exercisable at May 31, 2012 and 2011

Number of
options

Weighted
average
exercise
price

3,347,500
–
–
2,155,000
5,502,500

$

$

1.15
–
–
2.10
1.52

$

0.71

1,195,250

Number of
options

$

0.25
–
–
0.75
0.27

800,000
–
–
25,000
825,000

$

0.25

582,500

The fair value of options granted has been estimated according to the Black‐Scholes option pricing model and based on the weighted
average of the following assumptions for options granted during the three‐month periods ended:

Dividend
Risk‐free interest
Estimated life
Expected volatility

Three‐month
period ended
May 31,
2012

Three‐month
period ended
May 31,
2011

–
1.33%
4.15 years
70.58%

–
2.56%
4.21 years
88.30%

The weighted average of the fair value of the options granted to employees during the three‐month period ended May 31, 2012 is $0.99
(2011 ‐ $0.41).
(c) NeuroBioPharm stock‐based compensation plan:
On May 25, 2011, the Board of Directors approved the establishment of a stock option plan for Board members, executive officers,
employees and consultants of the NeuroBioPharm. The maximum number of Class A shares that may be issued under the plan is
600,000 Class A shares, with specified individual limits established for consultants, investor relations and individuals. The exercise price
of the options will be determined by the Board of Directors but may not be lower than either (i) the price per share obtained in the
latest arm’s length private placement within the last year and (ii) the demonstration of value in one of the following ways: formal
valuation; deferred expenditures incurred within the five previous years which have contributed to or can reasonably be expected to
contribute to the development of the product or technology for which NeuroBioPharm intends to conduct a recommended research
and development program in the following twelve months; net tangible assets; five times average cash flows; or some other
determination of value acceptable to a recognized stock exchange where the securities of NeuroBioPharm are listed, if applicable. The
life of the option will be of a maximum of 10 years. The total number of shares issued to a single person cannot exceed 5% of the
Corporation’s total issued and outstanding common shares, with the maximum being 2% for any one consultant.
The stock option plan will be subject to conditions no less restrictive than a minimal vesting period of 18 months, a gradual and equal
acquisition of vesting rights, at least on a quarterly basis.
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5.

Share‐based payment (continued):
(c) NeuroBioPharm stock‐based compensation plan (continued):
The number and weighted average exercise prices of share options are as follows:
Weighted
average
exercise
price
Outstanding at March 1, 2012 and 2011
Forfeited
Exercised
Granted
Outstanding at May 31, 2012 and 2011

$

Exercisable at May 31, 2012 and 2011

Number of
options

Weighted
average
exercise
price

496,250
–
–
–
496,250

$

$

0.50
–
–
–
0.50

$

–
–
–
0.50
0.50

$

0.50

248,134

$

–

Number of
options
–
–
–
546,250
546,250
–

The fair value of options granted has been estimated according to the Black‐Scholes option pricing model and based on the weighted
average of the following assumptions for options granted during the three‐month period ended May 31, 2011:
2011
Dividend
Risk‐free interest
Estimated life
Expected volatility

–
2.09%
3.80 years
75%

The weighted average of the fair value of the options granted to employees during the three‐month period ended May 31, 2011 is
$0.02.
No options were granted during the three‐month period ended May 31, 2012.
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5.

Share‐based payment (continued):
d)

Other stock‐based compensation:
From time to time, the Corporation awards incentive rights to employees over Series 4 warrants it owns in its subsidiary Acasti and
Series 2011‐2 and Series 2011‐3 warrants it owns in its subsidiary NeuroBioPharm. The rights vest gradually. All are subject to the
employees’ continued service, or having reached four years of continued service for directors.
The number and weighted average exercise prices of rights over Acasti warrants are as follows:
Weighted
average
exercise
price
Outstanding at March 1, 2012 and 2011
Forfeited
Exercised
Granted
Outstanding at May 31, 2012 and 2011
Exercisable at May 31, 2012 and 2011

$

Number of
rights

$

0.33
–
0.27
–
0.33

5,715,500
–
(53,150)
–
5,662,350

$

0.30

5,001,100

Weighted
average
exercise
price
$

Number of
rights

$

0.27
0.29
–
1.25
0.33

5,792,500
(17,500)
–
165,000
5,940,000

$

0.27

4,785,000

Weighted
average
exercise
price

Number of
rights

The number and weighted average exercise prices of rights over NeuroBioPharm warrants are as follows:
Weighted
average
exercise
price
Outstanding at March 1, 2012 and 2011
Cancelled
Series 4 exchanged
Series 2011‐3 granted
Forfeited
Exercised
Granted
Outstanding at May 31, 2012 and 2011
Exercisable at May 31, 2012 and 2011

$

Number of
rights

$

0.51
–
–
–
–
–
0.75
0.53

7,023,427
–
–
–
–
–
730,000
7,753,427

$

0.45

4,697,280
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$

$

0.13
0.10
0.13
0.43
0.45
–
0.64
0.47

5,750,000
(5,000)
(5,745,000)
6,605,149
(15,750)
–
1,524,279
8,113,678

$

0.41

5,229,684

NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
Notes to Consolidated Interim Financial Statements, Continued
(Unaudited)
For the three‐month periods ended May 31, 2012 and 2011

5.

Share‐based payment (continued):
d)

Other stock‐based compensation (continued):
The fair value of rights over NeuroBioPharm warrants granted has been estimated according to the Black‐Scholes option pricing model
and based on the weighted average of the following assumptions for options granted during the three‐month periods ended:

Dividend
Risk‐free interest
Estimated life
Expected volatility

Three‐month
period ended
May 31,
2012

Three‐month
period ended
May 31,
2011

–
1.20%
2.91 years
74.44%

–
2.04%
2.57 years
75.00%

The weighted average of the fair value of the rights granted to employees during the three‐month period ended May 31, 2012 is $0.01
(2011 ‐ $0.01).
6.

Partnership and collaboration agreements:
In 2008, the Corporation received a first payment of €500,000 out of several payments scheduled under the terms of a partnership
agreement. The agreement foresees the Corporation’s commitment of developing a clinical research program and the development of
®
products incorporating Neptune Krill Oil ‐ NKO in a dietary matrix. An amount of 62.5% of the initial payment is refundable only if the
parties fail to meet certain development milestones, prior to the release of the products on the market. In addition, during the year ended
February 28, 2011, the Corporation received an amount of €100,000 which was conditional to the Corporation receiving the Novel Food
status as well as meeting positive organoleptic results as defined in an amendment to the partnership agreement between the two parties.
No revenues have been recognized by the Corporation under this agreement. As at May 31, 2012, an amount of $797,321 is included in
“advance payments” in the consolidated statement of financial position ($813,203 ‐ February 29, 2012).
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7.

Loans and borrowings:
This note provides information about the contractual terms of the Corporation’s interest‐bearing loans and borrowings, which are measured
at amortized cost.
May 31,
2012

February 29,
2012

1,724,740

$ 1,847,936

Mortgage loan, principal balance of $3,000,000, bearing interest at the prime rate plus
2%, secured as indicated above, reimbursable in monthly principal payments of
$36,165 until August 2016.

1,808,239

1,952,898

Refundable contribution obtained from a federal program, without collateral or interest,
payable in monthly instalments of $50,623, from March 2016 to February 2021. The
amount recorded is net of differed financial expenses of $1,295,067. The cash
contribution received of $3,037,393 has been recorded at its estimated fair value of
$1,742,326, using a discount rate of 9%.

1,742,326

Two refundable contributions obtained from a federal program available for small and
medium‐sized businesses, without collateral or interest, payable in semi‐annual
instalments of $9,702 until October 2012.

9,702

Non‐current loans and borrowings
Mortgage loan, principal balance of $3,500,000, bearing interest at the prime rate plus
2%, partly secured (38.46%) by Investissement Québec (for an annual premium of
2.5% on the secured amount), through a savings guarantee from Neptune of
$1,000,000, and through a first‐ranking mortgage on the plant, a first‐ranking
mortgage on all movable assets (except for accounts receivable and inventories),
current and future, corporeal and incorporeal, and tangible and intangible except for
intellectual property (which is subject to a negative pledge agreement), and a second‐
ranking mortgage on all accounts receivable and inventories, reimbursable in monthly
principal payments of $41,667 until November 2015. The amount recorded is net of
related financial expenses.

$

Finance lease liabilities, interest rates varying from 7.1% to 10.6%, payable in average
monthly instalments of $2,091 ($2,589 as at February 29, 2012), maturing at different
dates until 2014.

Less current portion
Loans and borrowings ‐ non‐current

$

18

–

19,403

11,176

13,933

5,296,183

3,834,170

941,810

988,898

4,354,373

$ 2,845,272

NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
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7.

Loans and borrowings (continued):
May 31,
2012
Current loans and borrowings
Current portion of mortgage loans

$

$

962,925

Current portion of contributions from a federal program

9,702

19,403

Current portion of finance lease liabilities

5,348

6,570

941,810

988,898

810,000

1,920,000

1,751,810

$ 2,908,898

Authorized operating line of credit of $1,570,000, bearing interest at the prime rate plus
2.50%, representing an effective interest rate of 5.50% (February 29, 2012 ‐ 2.50% and
5.50%, respectively). The line of credit is guaranteed by a first‐ranking movable mortgage
on all accounts receivable and inventories, a second‐ranking mortgage on the production
plant and a third‐ranking mortgage on all other movable assets, current and future,
corporeal and incorporeal, and tangible and intangible except for intellectual property
(which is subject to a negative pledge agreement). The Corporation has an authorized
exchange line of credit of $200,000, bearing interest at the prime rate plus 1.75%. The
exchange line of credit is to support risk content of forward contracts. The exchange line of
credit bears the same conditions as the operating line of credit.
Current loans and borrowings

8.

926,760

February 29,
2012

$

Determination of fair values:
Derivatives over equity:
The fair value of the 2011 Private placement ‐ US is determined by using valuation models incorporating the following estimates and
assumptions at the following dates:

Valuation model
Dividend yield
Volatility
Estimate life
Risk‐free rate
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May 31,
2012

February 29,
2012

Black & Scholes
–
63.22%
0.42 year
0.18%

Black & Scholes
–
64.42%
0.67 year
0.18%

NEPTUNE TECHNOLOGIES & BIORESSOURCES INC.
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8.

Determination of fair values (continued):
Included in finance costs is the change in fair value of these derivatives over equity:
May 31,
2012
2011 Private placement ‐ US

9.

$

May 31,
2011

222,677

$

351,567

Operating segments:
The Corporation has three reportable segments structured in legal entities, as described below, which are the Corporation’s strategic
business units. The strategic business units offer different products and services, and are managed separately because they require different
technology and marketing strategies. For each of the strategic business units, the Corporation’s CEO reviews internal management reports on
at least a quarterly basis. The following summary describes the operations in each of the Corporation’s reportable segments:


Neptune produces and commercializes nutraceutical products.



Acasti Pharma Inc. develops and commercializes pharmaceutical applications for cardiovascular diseases.



NeuroBioPharm Inc. develops and commercializes pharmaceutical applications for neurological diseases.

Information regarding the results of each reportable segment is included below. Performance is measured based on segment profit before
income tax, as included in the internal management reports that are reviewed by the Corporation’s CEO. Segment profit is used to measure
performance as management believes that such information is the most relevant in evaluating the results of certain segments relative to
other entities that operate within these industries. Transfer pricing is based on predetermined rates accepted by all parties involved.
Information about reportable segments is as follows:
Three‐month period ended May 31, 2012:

Nutraceutical
Revenue from external sales
Revenue from internal sales or
internal research contracts
Depreciation and amortization
Stock‐based compensation
Interest income
Interest expense
Reportable segment profit (loss)
Reportable segment assets
Reportable segment liabilities

$

6,139,472
78,191
(186,158)
(990,954)
38,024
(258,606)
139,576
53,691,415
14,933,890

Cardiovascular
$

13,658
–
(166,258)
(529,627)
7,199
(869)
(1,575,980)
15,112,556
1,676,280
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Intersegment
eliminations

Neurological
$

–
–
(81,325)
(99,960)
–
(13,125)
(503,713)
4,547,270
18,834,917

$

–
(78,191)
245,611
–
(13,125)
13,125
245,611
(24,719,075)
(19,598,033)

Total
$

6,153,130
–
(188,130)
(1,620,541)
32,098
(259,475)
(1,694,506)
48,632,166
15,847,054
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9.

Operating segments (continued):
Three‐month period ended May 31, 2011:

Nutraceutical
Revenue from external sales
Revenue from internal sales or
internal research contracts
Depreciation and amortization
Stock‐based compensation
Interest income
Interest expense
Reportable segment loss
Reportable segment assets
Reportable segment liabilities

$

4,283,234
302,293
(188,677)
(356,698)
6,299
(439,024)
(69,662)
38,709,971
9,582,400

Cardiovascular
$

–
82,978
(166,972)
(148,294)
8,760
(385)
(1,023,304)
10,442,058
1,560,230

Intersegment
eliminations

Neurological
$

–
–
(81,325)
(83,229)
–
–
(411,514)
3,801,934
16,593,695

$

–
(385,271)
245,611
–
–
–
245,611
(19,039,891)
(17,510,216)

Total
$

4,283,234
–
(191,363)
(588,221)
15,059
(439,409)
(1,258,869)
33,914,072
10,226,109

Differences between the sums of all segments and consolidated balances are explained primarily by the cardiovascular and neurological
segments operating under licenses issued by the nutraceutical segment, the ultimate owner of the original intellectual property used in
pharmaceutical applications. The intangible license assets of the pharmaceutical segments, their amortization charges and royalties are
eliminated upon consolidation. Intersegment investments and balances payable or receivable explain further eliminations to reportable
segment assets and liabilities.
The nutraceutical segment is the primary obligor of corporate expenses of the group. All material corporate expenses, except financing costs
and certain common office expenses, are allocated to each reportable segment in a fraction that is commensurate to the estimated fraction
of services or benefits received by each segment. These charges may not represent the cost that the segments would otherwise need to
incur, should they not receive these services or benefits through the shared resources of the group or receive financing from the
nutraceutical segment.
10. Commitments and contingencies:
(a) Contingencies:
(i)

On or around January 27, 2010, the Corporation and Acasti Pharma Inc. filed a Motion for the Issuance of a Permanent Injunction
before the Quebec Superior Court against US Nutraceuticals LLC (d.b.a. Valensa), a US based corporation. Neptune and Acasti are
seeking inter alia an injunction ordering Valensa to amend some patent applications filed by Valensa to add Neptune as co‐owner,
or in the alternative to have Valensa assign these patent applications to Neptune, as well as punitive damages, loss of profit and
loss of business opportunity for an amount currently established at $3,000,000.
On September 28, 2011, Valensa filed its Defence wherein it denied Neptune/Acasti’s allegations and requested a dismissal of the
Motion. Valensa also filed a Cross‐Demand but only against Neptune, wherein it alleged breach of contract and damages in the
amount of $2,300,000. The Corporation denies all material allegations made by Valensa.
The case is currently pending and no trial dates have been set. No provision has been recorded by the Corporation as at May 31,
2012 for this matter.

(ii) On October 4, 2011, the Corporation filed a Complaint in the US District Court for the District of Delaware against Aker Biomarine
ASA, Aker Biomarine Antarctic USA Inc. and Schiff Nutrition International Inc. (Aker et al.) for the infringement of the Corporation’s
US patent 8,030,348 and for damages. On December 19, 2011, Aker et al. filed Counterclaims denying any infringement, seeking
the invalidity of the Corporation’s patent, and seeking an award for costs and damages.
The case is currently pending and no trial dates have been set. No provision has been recorded by the Corporation as at May 31,
2012 for this matter.
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10. Commitments and contingencies (continued):
(a) Contingencies (continued):
(iii) On October 4, 2011, the Corporation filed a Complaint in the US District Court for the District of Delaware against Enzymotec
Limited, Enzymotec USA Inc., Mercola.com Health Resources, LLC and Azantis Inc. for the infringement of the Corporation’s US
patent 8,030,348 and for damages. On December 30, 2011, Enzymotec USA Inc. filed a Counterclaim denying any infringement,
seeking the invalidity of the Corporation’s patent, and seeking an award for costs and damages. On December 30, 2011,
Mercola.com Health Resources, LLC and Azantis Inc. filed a Counterclaim denying any infringement, seeking the invalidity of the
Corporation’s patent, and seeking an award for costs and damages. No provision has been recorded by the Corporation as at May
31, 2012 for this matter.
(iv) On December 22, 2011, the Corporation received a motion filed by the University of Sherbrooke, the worldwide registered owner
of patents relating to the extraction process (the “Patents”) licensed to the Corporation, asking the Court to order the transfer and
force the Corporation to take ownership of the Patents.
The case is currently pending and no trial dates have been set.
(b) Commitments:
(i)

In September 2011, the Corporation announced the conclusion of a Memorandum of Understanding (MOU) with Shanghai
KaiChuang Deep Sea Fisheries Co., Ltd. (SKFC) to form a 50%/50% Joint Venture named Neptune‐SKFC Biotechnology. The Joint
Venture will manufacture and commercialize Neptune’s krill products in Asia, the world's largest market for such products.
The initial cost of the project is expected to be USD$30,000,000 and will include the construction of a state of the art production
facility using Neptune Proprietary Production Technology in China, as well as the development of a strong commercial distribution
network for Asia. According to the agreement, SKFC will supply all the raw materials and Neptune will provide a license to Neptune‐
SKFC Biotechnology allowing it rights of use of its Production Technology IP for the Asian Market in return of a significant up‐front
payment as well as for royalty payments. The MOU is subject to approval by the boards of each party as well as by Chinese
regulators.

(ii) In December 2011, the Corporation announced the official start of its Phase I plant expansion. Financing agreements in the amount
of $15,500,000 were entered into shortly after the end of the third quarter. The financing is in the form of a standard loan in the
amount of $9,000,000 bearing interest at prime rate plus 2% with a five‐year term, an interest‐free loan in the amount of
$3,500,000 with a ten‐year term, and a $3,000,000 government grant. As at May 31, 2012, the Corporation signed agreements
amounting to approximately $1,100,000 with various suppliers with respect to the plant expansion.
(iii) In the normal course of business, a Corporation’s subsidiary has signed agreements with various partners and suppliers for them to
execute research projects and to produce and market certain products. The Corporation has reserved certain rights relating to
these projects.
A Corporation’s subsidiary initiated research and development projects that will be conducted over a 12 to 24 month period for a
total cost of $4,136,000. As at May 31, 2012, an amount of $224,630 is included in ''Trade and other payables'' in relation to these
projects.
11. Related parties:
Transaction with key management personnel:
Under the terms of an agreement entered into with a corporation controlled by an officer and director (which is also a shareholder of the
Corporation), the Corporation is committed to pay royalties of 1% of its revenues in semi‐annual instalments, for an unlimited period. The
annual amount disbursed cannot exceed net earnings before interest, taxes and amortization of the Corporation on a non‐consolidated basis.
For the three‐month period ended May 31, 2012, total royalties included in operating expenses amounted to $61,265 (three‐month period
ended May 31, 2011 ‐ $45,206). As at May 31, 2012, the balance due to this corporation under this agreement amounts to $114,012
(February 29, 2012 ‐ $189,748). This amount is presented in the consolidated statement of financial position under ''Accounts payable and
accrued liabilities''.
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11. Related parties (continued):
Key management personnel compensation:
The key management personnel of the Corporation are the members of the Board of Directors and certain officers. They control 4% of the
voting shares of the Corporation.
Key management personnel compensation includes the following for the periods ended May 31, 2012 and 2011:
2012
Share‐based compensation costs

$

530,449

2011
$

291,563

12. Subsequent event:
On June 21, 2012, NeuroBioPharm filed a Canadian preliminary non‐offering prospectus to become a reporting issuer under Canadian
securities regulation. Upon qualification of this prospectus with the securities regulatory authorities, 2,000,000 units of NeuroBioPharm will
be distributed by way of dividend‐in‐kind, to the holders of record of the Corporation’s shares. Under the terms of the proposed distribution,
the holder of record of the Corporation’s common shares on the record date will receive one unit for each lot of 24.90 common shares held.
Each unit will consist of one Class A share of NeuroBioPharm and two of a Series 2011‐1 warrant. The proposed distribution is subject to
regulatory review and is expected to be finalized during the Corporation’s second quarter of fiscal 2013.
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