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MANAGEMENT DISCUSSION AND ANALYSIS
This analysis is presented in order to provide the reader with an overview of the changes to the consolidated financial
position and operating results of Neptune Technologies & Bioressources Inc. (“Neptune” or “the Company”) including
its subsidiaries Acasti Pharma Inc. (”Acasti”) and NeuroBioPharm Inc. (”NeuroBioPharm”). This analysis explains the
material variations in the consolidated statements of earnings, financial position and cash flows of Neptune for the
three-month and nine-month periods ended November 30, 2009 compared to those from the corresponding periods of
the previous year.
This analysis, completed on January 6, 2010, must be read in conjunction with the Company’s audited and
consolidated financial statements as at and for the period ended February 28, 2009 which are prepared in accordance
with Canadian Generally Accepted Accounting Principles (GAAP).
For discussion regarding related-party transactions, contractual obligations, disclosure controls and procedures,
internal control over financial reporting, critical accounting policies and estimates, recent accounting pronouncements,
and risks and uncertainties, refer to the Annual Report and the Annual Information Form for the period ended February
28, 2009, as well as registration statements and other public filings, which are available on SEDAR at www.sedar.com
or on EDGAR at www.sec.gov.
OVERVIEW
As a result of a reorganization of activities during fiscal year 2009, the Company has three reportable operating
segments structured in legal entities: nutraceutical (Neptune) involved in manufacturing and commercialization of
nutraceutical products, cardiovascular (Acasti Pharma) involved in the development and commercialization of
pharmaceutical applications for cardiovascular diseases and neurological (NeuroBioPharm) involved in the
development and commercialization of pharmaceutical applications for neurological diseases.
Neptune
The Company continues to expand its customer base worldwide and is expecting revenue growth driven by repeat
demand from existing customers and incoming demand from new customers from North America, Europe and Asia.
The Company completed the scaling-up of its production capacity at its Sherbrooke plant during last quarter providing
for a 50% increase of yearly output from 60,000 kilograms to at least 90,000 kilograms. The integration of new
technical equipment into the manufacturing line and the completion of the capacity expansion were also completed on
schedule, at the end of the first quarter ended May 31st, 2009. During the third quarter, the production plant has been
running at a steady rate targeting over 90,000 kg annually. In order to respond to increased demand and deliver on its
volume commitments, Neptune is currently working to further expand its production capacity from 90,000 kg to an
estimated 110,000 to 120,000 kg annually. This additional expansion is expected to take place during the last quarter
of fiscal 2010 as well as the first quarter of fiscal 2011. This expansion should take place without production
interruption and represents a marginal investment financed by cash flow from current operations. The confirmed sales
for the 2010 calendar year are consistent with Neptune’s expectations of fully utilizing expanded plant capacity during
the course of the year and of preparing for all new launches planned during the coming year. Neptune’s additional
industrial plant project discussions are on schedule, with the target for the new industrial plant realisation to take place
during the course of calendar 2011.
Towards the end of this quarter, the Company announced that convertible debentures with a fair value of $2,250 had
been converted. Holders of $84 of debenture capital had chosen to convert capital and accumulated interest into
Neptune units resulting in the issuance of 69,783 common shares and 34,891 warrants of Neptune. Neptune warrants
are exercisable until October 9, 2011 at various prices ranging from $2.15 to $2.25 depending on the market price of
Neptune shares at their date of conversion. Holders of $2,166 of debenture capital had chosen to convert into Acasti
Pharma Inc. (“Acasti”) units resulting in the transfer from Neptune to the former debenture holders of 9,455,867 Acasti
shares and the issuance of 9,455,867 Acasti call options by Neptune. Acasti call options are exercisable at $0.50 and
expire one year after their issuance. At November 30, 2009, $500 of convertible debentures remains outstanding.
On November 2, 2009, Neptune also converted all of its 38,240,000 Acasti Class C shares into Acasti Class A shares
as per the terms of the shares. After all conversions and transfers Neptune owns 28,784,133 Acasti Class A shares
and 4,950,000 Acasti multi-voting Class B shares.
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In regards to its intellectual property protection, the Company has always had a firm policy to protect its intellectual
property rights including its patents, trademarks and trade secrets, with every legal means available. Recently, certain
of Neptune’s competitors have been deceptively marketing, advertising and selling their finished krill-based products
claiming benefits based on Neptune’s research or by infringing on patents for which Neptune has exclusive rights.
Neptune, being determined to enforce its rights, has thus filed suits against some of those companies in order to
protect its intellectual property.
The Company has also decided to exercise its right to appeal the decision of the European Patent Office regarding the
European composition of phospholipids and use patent. The Company does not agree with the decision that states
that Neptune’s Patent does not sufficiently disclose the invention. With the filing of an appeal, the decision to revoke
the patent is suspended and until then the patent remains enforceable.
On November 12, 2009, the Company also filed a patent infringement lawsuit against Aker Biomarine ASA, Jedwards
International, Inc., and Virgin Antarctic LLC. The complaint, which was filed in the U.S. District Court for the District of
Massachusetts, alleges infringement of U.S. Patent No. 6,800,299. The patent is directed to a method of extracting
total lipid fractions from krill.
On August 20, 2009, the Company received a complaint filed by Schiff Nutrition Group Inc. ("Schiff"), a former
distributor of Neptune’s products, in the United States District Court for the District of Utah, Central division, alleging
that Neptune failed to meet certain delivery thresholds. As a result, Schiff is seeking monetary damages in the amount
of US $1 million from Neptune.
After careful review of this complaint and having sought legal advice, the Company filed a response and counterclaims
to the Schiff complaint in federal district court in Utah. The Company denies all material allegations and the requested
monetary compensation in the complaint and asserts federal and state law claims against Schiff, including that Schiff
failed to pay the Company for shipments of NKO® accepted by Schiff, and that Schiff caused its contractor to
encapsulate NKO® despite the Company’s objections that the resulting product would not meet specifications after
encapsulation by Schiff’s contractor.
Despite the Company’s warning to Schiff Nutrition Group Inc. to cease directly and indirectly using the Company
trademarks including NKO® and clinical support, Schiff Nutrition Group Inc. continued to use the Company
trademarks and claims, as it can be seen on websites of multiple Schiff Nutrition Group Inc. distributors.
The Company presented novel innovative product opportunities customized for dietary supplements, functional and
medical foods at Vitafoods International 2009. Neptune launched a new pipeline of novel formulations containing its
proprietary marine omega-3 phospholipids enhanced with validated bioactive ingredients targeted to specific health
applications. The Company is also testing the industry’s reception of a new biomass extract generated from Neptune’s
research and development program targeting neurological indications. The Company will also be presenting pilot
commercial products for functional food applications including juice, fruit berries, fruit paste and protein bars.
Acasti Pharma Inc. (“Acasti”)
The status of the Company’s new pharmaceutical products; Over-the-counter (OTC), prescription medical foods, and
prescription drug products, is as follows:
As of mid-October 2009, Acasti relocated within ten (10) minutes of Neptune’s corporate office. The new venue is
located within the Laval Technopole (Biopôle / Biotech City) home to two of the six Canadian research centers run by
the international pharmaceutical industry. The larger space along with its state of the art infrastructure allows both
Acasti and NeuroBioPharm to conduct their preclinical research simultaneously and more cost effectively in a better
controlled environment and under the supervision of a recognized veterinarian and an accredited independent animal
ethics committee.
Under the OTC program, product development has now been completed. According to the strategic business
development plan, negotiations with pharmaceutical partners have advanced relating to the commercialization of the
first OTC product. With regards to the medical food program, product development has been completed and the
Company has successfully obtained a positive review from the Food and Drug Administration (“FDA”). The OTC and
medical food have been shown to be safe and effective for the chronic treatment of dyslipidemia. The Company has
made significant progress in its negotiations for the commercialization of the first OTC and medical foods.
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The first of a series of experiments designed to unravel the mechanism of action of the active pharmaceutical
ingredients (API) which was conducted in three (3) mouse models reflecting healthy state and moderate to severe
dyslipidemia has been completed. After only 6 weeks of treatment at very low doses ranging from 0.5g to 2.0g, Acasti
API achieved a statistically significant increase of HDL and reduction of LDL while achieving up to a 60% reduction of
triglycerides; a considerably better effect than prescription omega-3 esters.
Furthermore, the efficacy of CaPre™ on dyslipidemia was evaluated on Zucker Diabetic Fatty, a diseased rat
phenotype, characterized by type 2 diabetes, glucose intolerance and dyslipidemia, particularly high triglycerides and
high cholesterol. After 4, 8 and 12 weeks of daily treatment with 500mg and 2,500mg, CaPre™ was shown to
significantly increase High Density Lipoprotein Cholesterol (HDL-C or “good cholesterol”) by as high as 40% with the
lower dose and by a record high of 61% with the higher dose. Simultaneous significant reduction of both triglycerides
and LDL were observed.
The pre-IND briefing document was submitted to the FDA for further guidance. Good Laboratory Practice (“GLP”) has
now been completed. The Company has received encouraging initial FDA guidance for an Investigational New Drug in
the United States.
NeuroBioPharm Inc. (“NeuroBioPharm”)
Under the OTC program, the pilot development of the first OTC ingredient has been completed. Negotiations have
been initiated with strategic partners to evaluate monotherapy and potential combination / formulation treatments.
Under the medical foods program, the results of preclinical research performed by 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 NBP medical food candidate NKPL 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, NKPL 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).
A clinical trial evaluating the effect of the medical food in early stage Alzheimer disease is progressing smoothly. To
date, 100 patients have been recruited from multiple sites in different provinces in Canada. Under the prescription
drug products, preclinical studies evaluating the toxicity, pharmacokinetics and mechanism of action of the prescription
drug are designed.
PRINCIPAL CONSOLIDATED FINANCIAL INFORMATION
(In thousands of dollars, except per share data)

FOR THE THREE MONTHS
ENDED NOVEMBER 30,

Sales and research contracts
EBITDA(1)
Net income (loss) and comprehensive income (loss)
Basic earnings (loss) per share
Diluted earnings (loss) per share
Total assets
Working capital(2)
Shareholders’ equity
Book value per common share(3)
Long-term debt
(1)

2009
(UNAUDITED)
$
3,758
440
2,023
0.053
0.050
17,572
4,547
7,917
0.207
6,470

2008
(UNAUDITED)
$
2,451
(709)
(1,360)
(0.036)
(0.036)
17,019
8,256
8,450
0.224
5,859

FOR THE NINE MONTHS
ENDED NOVEMBER 30,

2009
(UNAUDITED)
$
8,007
(1,478)
(1,496)
(0.040)
(0.040)
17,572
4,547
7,917
0.207
6,470

2008
(UNAUDITED)
$
7,951
(282)
(3,240)
(0.086)
(0.086)
17,019
8,256
8,450
0.224
5,859

The 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 Canadian
GAAP requirements, the results may not be compared to similar measurements presented by other public companies. Neptune obtains its
EBITDA measurement by adding to net income (net loss), financial expenses, amortization, income taxes and losses on exchange incurred
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(2)

(3)

during the fiscal year. Neptune also excludes the effects of non-monetary transactions recorded, such as share-based compensation and
gain on dilution for its EBITDA calculation.
The working capital is presented for information purposes only and represents a measurement of the Company’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 Canadian GAAP requirements, the results may not be compared to similar measurements presented by other
public companies.
The book value per share is presented for information purposes only and is obtained by dividing the book value of shareholders equity by
the number of outstanding common shares at the end of the fiscal year. Because there is no standard method endorsed by Canadian GAAP
requirements, the results may not be compared to similar measurements presented by other public companies.

RECONCILIATION OF THE CONSOLIDATED EARNINGS BEFORE INTEREST, TAXES,
DEPRECIATION AND AMORTIZATION (EBITDA)
A reconciliation of this non-GAAP financial information is presented in the table below. The Company uses non-GAAP measures to assess its
operating performance. Securities regulations require that companies caution readers that earnings and other measures adjusted to a basis other
than GAAP do not have standardized meanings and are unlikely to be comparable to similar measures used by other companies. Accordingly, they
should not be considered in isolation. The Company uses 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 Company believes
it provides meaningful information on the Company financial condition and operating results.
Neptune obtains its Consolidated EBITDA measurement by adding to net income (net loss), financial expenses, amortization, income taxes and
losses on exchange incurred during the fiscal period. Neptune also excludes the effects of non-monetary transactions recorded, such as sharebased compensation and gain on dilution for its Consolidated EBITDA calculation. The Company 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-GAAP FINANCIAL INFORMATION
(Expressed in thousands, except per share amounts)

THREE MONTHS ENDED
NOVEMBER 30,

Net income (loss)
Add (deduct):
Amortization
Financial expenses
Stock-based compensation
Foreign exchange (gain) loss
Gain on dilution
EBITDA

2009
(UNAUDITED)
$
2,023

2008
(UNAUDITED)
$
(1,360)

178
200
127
54
(2,142)
440

NINE MONTHS ENDED
NOVEMBER 30,

2009
(UNAUDITED)
$
(1,496)

161
151
880
(541)
(709)

526
567
382
685
(2,142)
(1,478)

2008
(UNAUDITED)
$
(3,240)
496
360
2,948
(846)
(282)

PRINCIPAL CONSOLIDATED QUARTERLY FINANCIAL DATA
(In thousands of dollars, except per share data)
Fiscal Year Ending February 28, 2010

Sales and research contracts
EBITDA(1)
Net income (loss)
Basic earnings (loss) per share
Diluted earnings (loss) per share

total
$

first
quarter
$

second
quarter
$

third
quarter
$

8,007
(1,478)
(1,496)
(0.04)
(0.04)

2,878
(284)
(1,407)
(0.04)
(0.04)

1,371
(1,634)
(2,112)
(0.06)
(0.06)

3,758
440
2,023
0.05
0.05
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fourth
quarter
$

Fiscal Period Ended February 28, 2009
first
second
total
quarter
quarter
$
$
$
Sales and research contracts
8,589
n/a (1)
2,366
EBITDA(1)
337
n/a (1)
157
(598)
Net earnings (loss)
(1,885)
n/a (1)
(0.016)
Earnings (loss) per share basic and diluted
(0.05)
n/a (1)
(1)
The Company changed its year end from May 31 to February 28 during fiscal 2009.

third
quarter
$
2,451
(708)
(1,360)
(0.036)

fourth
quarter
$
3,772
888
73
0.002

third
quarter
$
2,876
348
(886)
(0.024)

fourth
quarter
$
3,134
270
(1,283)
(0.035)

Fiscal Year Ended May 31, 2008

Sales and research contracts
EBITDA(1)
Net loss
Loss per share basic and diluted

total
$
10,264
1,020
(4,784)
(0.13)

first
quarter
$
2,085
332
(1,051)
(0.029)

second
quarter
$
2,169
70
(1,564)
(0.042)

The comparative quarterly net losses have been restated following the adoption of a new accounting standard for
intangible assets. Refer to note 2(a) of the unaudited consolidated financial statements.
(1)

The 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 Canadian GAAP
requirements, the results may not be compared to similar measurements presented by other public companies. Neptune obtains its EBITDA
measurement by adding to net earnings, financial expenses, amortizations, income taxes and losses on exchange incurred during the fiscal year.
Neptune also excludes the effects of non-monetary transactions, such as share-based compensation and gain on dilution for its EBITDA calculation.

SEGMENT DISCLOSURES
The Company has three reportable operating segment structured in three distinctive legal entities: the first is
producing and commercializing nutraceutical products (Neptune), the second is the development and
commercialization of pharmaceutical applications for cardiovascular diseases (Acasti Pharma) and the third is the
development and commercialization of pharmaceutical applications for neurological diseases (NeuroBioPharm).
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The following table show selected financial information by segments :
Three-month period ended November 30, 2009
(Expressed in thousands)

Sales, partnership and collaboration
agreement

Nutraceutical
$
3 756

EBITDA
Net income (loss)
Total assets
Working capital

EBITDA calculation
Net income (loss)
add (deduct)
Amortization
Financial expenses
Stock-based compensation
Foreign exchange loss (gain)
Gain on dilution

Cardiovascular
$
-

Neurological
$
2

Total
$
3 758

874

(394)

(40)

440

2 462

(400)

(40)

2 023

16 471

1 071

30

17 572

3 829

728

(10)

4 547

2 462

(400)

(40)

2 023

177
200
127
51
(2 142)

EBITDA

874
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2
4
(394)

(40)

179
200
127
54
(2 142)
440

The following table show selected financial information by segments :
Nine-month period ended November 30, 2009
(Expressed in thousands)

Sales, partnership and collaboration
agreement

Nutraceutical
$
7 966

Cardiovascular
$
-

Neurological
$

Total
$

41

8 007

EBITDA

(87)

(1 159)

(232)

(1 478)

Net income (loss)

(92)

(1 172)

(232)

(1 496)

16 471

1 071

30

17 572

3 829

728

(10)

4 547

(232)

(1 496)

-

527
567
382
684
(2 142)

(232)

(1 478)

Total assets
Working capital

EBITDA calculation
Net income (loss)
add (deduct)
Amortization
Financial expenses
Stock-based compensation
Foreign exchange loss (gain)
Gain on dilution

(92)
522
567
382
676
(2 142)

EBITDA

(87)

(1 172)
5
8
(1 159)

Substantially all of the activities in the comparative periods related to the nutraceutical segment. The cardiovascular
and neurological segments began their activities during the three-month period ended August 30, 2008.
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COMMENTS RELATIVE TO THE SIGNIFICANT VARIATIONS BETWEEN THE THREE-MONTH AND NINEMONTH PERIODS ENDED NOVEMBER 30, 2009 (UNAUDITED) AND THE THREE-MONTH AND NINE-MONTH
PERIODS ENDED NOVEMBER 30, 2008 (UNAUDITED)
Revenue
Revenue for the third quarter increased to $3,758 for the three-month period ended November 30, 2009, representing
an increase of 53% compared to the three-month period ended November 30, 2008. Revenue for the nine-month
period ended November 30, 2009 increased to $8,007 representing an increase of 1% compared to the nine-month
period ended November 30, 2008. These increases in the Company’s revenue are mainly attributable to high sales
backlog built during the plant shutdown as well as increasing demand for the Company’s products. The Company has
managed to catch up with last year’s sales level despite second quarter revenue of $1,371 following the production
plant shut down. The Company is expecting to continue growing its revenues and should surpass last year’s
comparative 12 months revenues. Virtually all of the Company’s sales are derived from the nutraceutical segments.
Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA)
EBITDA(1) increased by $1,149 for the three-month period ended November 30, 2009 to $440 compared to $(709) for
the three-month period ended November 30, 2008. EBITDA(1) decreased by $1,196 for the nine-month period ended
November 30, 2009 to $(1,478) compared to $(282) for the nine-month period ended November 30, 2008. The
reason for the three-month period increase is mainly attributable to increased margin and revenues. The reason for
the nine-month period decrease is mainly due to the support of fixed costs during the ramp-up period in the second
quarter as well as research and development expenditures of $476 (three-month period) and $1,933 (nine-month
period) incurred in Acasti, NeuroBioPharm and Neptune as well as in the integration of new technical equipment into
the manufacturing line in Neptune. The nutraceutical segment realized an EBITDA of $874 for the three-month period
ended November 30, 2009 compared to $(291) in 2008, an increase due principally to the increased margin and
revenues. The same segment realized an EBITDA of $(87) for the nine-month period ended November 30, 2009
compared to $388 in 2008, a decrease due principally to the effects of the plant shut down.
Net Income (Loss)
The net income for the three-month period ended November 30, 2009 amounts to $2,022 or $0.053 per share,
compared to a net loss of $1,360 or $0.036 per share for the three-month period ended November 30, 2008, an
increase of 249% from last year’s corresponding period. The net loss for the nine-month period ended November 30,
2009 amounts to $1,496 or $0.04 per share, compared to a net loss of $3,240 or $0.086 per share for the nine-month
period ended November 30, 2008, a decrease of 54% from last year’s corresponding period. The loss decrease for
the three-month period ended November 30, 2009 compared to last year’s corresponding quarter is mainly due to due
to the increased margin and revenues as well as the gain on dilution (see note 7 to the unaudited consolidated
financial statements) following the debenture conversion for a positive effect of $2,142. It is also explained by the
decrease of the stock-based compensation expense by $753. The loss decrease for the nine-month period ended
November 30, 2009 compared to last year’s corresponding quarter is mainly caused by the decrease in the stockbased compensation expense by $2,566 and the gain on dilution (see note 7 to the unaudited consolidated financial
statements) following the debenture conversion for a positive effect of $2,142. These positive effects are
counterbalanced by an increase in research and development expenses of $1,003 incurred in Acasti, NeuroBioPharm
and Neptune as well as in the integration of new technical equipment into the manufacturing line in Neptune.
TREASURY FLOW AND FINANCIAL SITUATION BETWEEN THE THREE-MONTH AND NINE-MONTH PERIODS
ENDED NOVEMBER 30, 2009 (UNAUDITED) AND THE THREE-MONTH AND NINE-MONTH PERIODS ENDED
NOVEMBER 30, 2008 (UNAUDITED)
Operating Activities
During the three-month period ended November 30, 2009, the operating activities generated a decrease in liquidities
of $934, compared to a decrease of $10 for the corresponding three-month period ended November 30, 2008. During
the nine-month period ended November 30, 2009, the operating activities generated a decrease in liquidities of
$1,473, compared to a decrease of $586 for the corresponding nine-month period ended November 30, 2008. The
change in liquidities derived from operating activities from the three-month period ended November 30, 2008 to the
three-month period ended November 30, 2009 is mainly attributable to a net decrease in operating assets and
liabilities of $1,182, primarily due to higher investments in accounts receivable and lower investments in inventories.
The change in liquidities derived from operating activities from the nine-month period ended November 30, 2008 to
the nine-month period ended November 30, 2009 is partially attributable to a net increase in operating assets and
liabilities of $1,120, primarily due to lower investments in accounts receivable and higher investments in inventories.
Page 9 of 13

Investing Activities
During the three-month period ended November 30, 2009, the investing activities generated an increase in liquidities
of $248. During the nine-month period ended November 30, 2009, the investing activities generated a decrease in
liquidities of $1,917. The increase for the three-month period ended November 30, 2009 is mainly due to maturity of
term deposits for an amount of $490 offset by payments for investments in property, plant and equipment for an
amount of $238. The decrease for the nine-month period ended November 30, 2009 is mainly due to payments for
investments in property, plant and equipment for an amount of $3,231. These investments are mainly comprised of
investments in the plant expansion, which is financed by the long-term financing facility (see note 8 to the unaudited
consolidated financial statements). In order to finance these and other projects the Company decreased its short-term
deposits by $1,460.
Financing Activities
During the three-month period ended November 30, 2009, the financing activities generated an increase in liquidities
of $449. During the nine-month period ended November 30, 2009, the financing activities generated an increase in
liquidities of $3,221. The increase for the three-month period ended November 30, 2009 is mainly attributable to the
mortgage loan increase for $137 and the bank loan increase for $370. The increase for the nine-month period ended
November 30, 2009 is mainly attributable to the mortgage loan increase for $3,000 and the bank loan increase for
$460. As explained in note 8 of the unaudited consolidated financial statements, the Company also refinanced its
long-term debt in 2009. The Company entered into a debt agreement totaling $6,500 of which $3,500 was disbursed in
nine-month period ending February 28, 2009 and $3,000 has been disbursed in the nine-month period ended
November 30, 2009. .
Overall, as a result of cash flows from all activities, the Company decreased its cash by $238 for the three-month
period ended November 30, 2009 and decreased its cash by $168 for the nine-month period ended November 30,
2009.
FINANCIAL POSITION
The following table details the important changes to the balance sheet at November 30, 2009 compared to February
28, 2009:
Increase
(Reduction)

Accounts

Comments

(In Thousands of dollars)

Cash
Short term deposits
Receivables
Inventory

(168)
(1,460)
(2,080)
673

Property, plant and equipment
Intangible assets
Accounts payable and accrued liabilities
Convertible debenture

2,454
159
(644)
(1,715)

Long-term debt

2,454

See cash flows statement
Conversion to cash to fund operations
Increase collection of receivables
Increase related to raw material inventory
due to plant restart
Plant expansion project and amortization
Products development activities and IP
Decrease in overall company activities
Conversion of debentures and
interest and accretion expenses
Receipt of last tranche financing mortgage
loan less long term debt re-payment

PRIMARY ANNUAL FINANCIAL RATIOS
November 30,
2009
Working Capital Ratio (current assets/current liabilities)(1)
2.08
0.82
Solvency Ratio (Debt Capital / Shareholder Equity)*(2)
*

Feb28,
2009
2.98
0.63

November 30,
2008
3.52
0.69

including convertible debentures for 2009.

(1)

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 Canadian GAAP requirements, the results may not be compared to similar
measurements presented by other public companies.
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(2)

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 Canadian GAAP requirements, the results may not be compared to similar
measurements presented by other public companies.

The Company’s working capital ratio deteriorated during the period ended November 30, 2009 compared to the period
ended February 28, 2009 mainly due to the decrease in accounts receivables and term deposits. The Company’s
solvency ratio deteriorated during the period ended November 30, 2009 compared to the period ended February 28,
2009 mainly due to second tranche mortgage loan used to finance the plant expansion and the effects of the plant
shutdown on the operating results.
FINANCIAL RISK MANAGEMENT
Refer to note 21 of our audited consolidated financial statements for the period ending February 28, 2009 for
disclosures relating to the nature and extent of the Company’s exposures to risks arising from financial instruments,
including credit risk, liquidity risk, foreign currency risk and interest rate risk and how the Company manages those
risks.
Related Party Transactions
Under the terms of an agreement entered into with a shareholder (a company controlled by an officer and director),
the Company is committed to pay royalties of 1% of its revenues related to its nutraceutical segment in semi-annual
installments, for an unlimited period. The annual amount disbursed in cash cannot exceed net earnings before
interest, taxes and amortization of Neptune on a non-consolidated basis. For the three and nine-month periods ended
November 30, 2009, total royalties paid or payable to this party amounted to $69 and $111 (three and nine-month
periods ended November 30, 2008 - $25 and $79, respectively). As at November 30, 2009, the balance payable to
this shareholder under this agreement amounts to $219 (February 28, 2009 - $222) including an amount of $137 in
redeemable shares of the subsidiaries given by Neptune in consideration for 1% of the assigned value of the licences
transferred. This amount is presented in the balance sheet under accounts payable and accrued liabilities.
These transactions occurred in the normal course of operations and are measured at the exchange amount, which is
the amount of consideration determined and accepted by the parties involved.
Changes in Accounting Policies
New accounting policies adopted:
On March 1, 2009, the Company adopted the following new accounting standards issued by the Canadian Institute of
Chartered Accountants ("CICA").
Goodwill and Intangible Assets:
The CICA issued Section 3064, Goodwill and Intangible Assets, which replaced Section 3062, Goodwill and Other
Intangible Assets, and Section 3450, Research and Development Costs. The new standard provides guidance on the
recognition of intangible assets in accordance with the definition of an asset and the criteria for asset recognition as
well as clarifying the application of the concept of matching revenues and expenses, whether these assets are
separately acquired or internally developed.
As a result of this standard, direct costs incurred to secure patents related to internally-generated assets in the
research phase will no longer be capitalized by the Company. The Company applied this standard on a retrospective
basis. The impact of adopting this standard was to increase the opening deficit and reduce intangible assets, as at
June 1, 2008 and March 1, 2009, by $151 and $147, respectively, for such assets capitalized prior to the date of
commercialization, May 31, 2002. The impact of the adjustment on the net loss in 2008 and 2009 is not significant.
Credit Risk and the Fair Value of Financial Assets and Financial Liabilities:
On January 20, 2009, the Emerging Issues Committee ("EIC") of the Canadian Accounting Standards Board ("AcSB")
issued EIC Abstract 173, Credit Risk and Fair Value of Financial Assets and Financial Liabilities, which establishes
that an entity’s own credit risk and the credit risk of the counterparty should be taken into account in determining the
fair value of financial assets and financial liabilities, including derivative instruments. The adoption of this standard did
not have a significant impact on the Company’s consolidated financial statements.
Future accounting changes:
Business Combinations:
Section 1582, Business Combinations, replaces Section 1581, Business Combinations. The Section establishes
standards for the accounting for a business combination. It provides the Canadian equivalent to the IFRS standard,
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IFRS 3 (Revised), Business Combinations. The Section applies prospectively to business combinations for which the
acquisition date is on or after the beginning of the first annual reporting period beginning on or after January 1, 2011.
Consolidated Financial Statements:
Section 1601, Consolidated Financial Statements, and Section 1602, Non-Controlling Interests, together replace
Section 1600, Consolidated Financial Statements. Section 1601 establishes standards for the preparation of
consolidated financial statements. Section 1602 establishes standards for accounting for a non-controlling interest in a
subsidiary in consolidated financial statements subsequent to a business combination. It is equivalent to the
corresponding provisions of IFRS Standard, IAS 27 (Revised), Consolidated and Separate Financial Statements. The
Sections apply to interim and annual consolidated financial statements relating to fiscal years beginning on or after
January 1, 2011. Earlier adoption is permitted as of the beginning of a fiscal year. The Company is currently
evaluating the impact of the adoption of these new Sections on the consolidated financial statements.
International Financial Reporting Standards:
In February 2008, Canada’s AcSB confirmed that Canadian GAAP, as used by publicly accountable enterprises,
would be fully converged into International Financial Reporting Standards ("IFRS"), as issued by the International
Accounting Standards Board ("IASB"). The changeover date is for interim and annual financial statements relating to
fiscal years beginning on or after January 1, 2011. Therefore, the Company will be required to report under IFRS for
its 2012 interim and annual financial statements. The Company will convert to these new standards according to the
timetable set within these new rules. The Company has not yet assessed the impact these new standards will have on
its financial statements.
Subsequent Events
There are no subsequent events after the balance sheet date to the date of this report.
Changes in Internal Control Over Financial Reporting
During the period ended November 30, 2009, the Chief Executive Officer and the Vice-President, Administration and
Finance 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 November 30,
2009 that affected materially or could materially affect the Company’s internal controls over financial reporting and
disclosure controls and procedures.

RISK FACTORS
The information contained in the Financial Statements and the MD&A for the three-month and nine-month periods
ended November 30, 2009 should be read in conjunction with all the Company’s public documentation and in
particular the risk factors section in the Annual Information Form. This information does not represent an exhaustive
list of all risks related to an investment decision in the Company.
Financial Risks
Management intends to continue the careful management of risks relating to exports, foreign exchange, interest rates
and sale prices for its merchandise.
The Company’s policy is to have satisfactory coverage of its receivables by insurers. However, such coverage may
vary upon the valuation made by insurers. U.S. currency is used for the majority of foreign transactions. For the time
being at least, any exchange rate risk to the Company is mainly limited to the variation of the US dollar. Despite the
fact that raw material purchases are currently handled in U.S. currency, management also has the ability to use
foreign exchange contracts to minimize the exchange risk.
Product Liability
The Company has secured a $5 million product liability insurance policy, renewable on an annual basis, to cover civil
liability relating to its products. The Company also maintains a quality-assurance process that is QMP certified by the
Canadian Food Inspection Agency (CFIA). Additionally, the Company 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 Company results differing noticeably from those predicted. These risks
include, but are not limited to: the growth in demand for Company products, seasonal variations in customer orders,
changes to raw material pricing and availability, the time required to complete important strategic transactions and
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changes to economic conditions in Canada, the United States and Europe (including changes to exchange and
interest rates).
The Company based its prospective statement on the information available when this analysis was drafted. The
inclusion of this information should not be considered a declaration by the Company these estimated results have
been achieved.
Additional Information
Updated and additional Company information is available from the SEDAR Website at www.sedar.com and from
EDGAR Website at www.sec.gov
As at January 5, 2010, the total number of common shares issued by the Company and in circulation was 38,227,330
and Company common shares were being traded on the TSX Exchange Venture under the symbol NTB and on
NASDAQ Capital Market under the symbol NEPT. The Company also has 1,108,891 and 3,028,875 warrants and
options outstanding, respectively. In addition, the Company has issued convertible debentures with a face value of
$500 that are convertible into Neptune units or Acasti units as described in note 7 to the interim consolidated financial
statements, as well as 10,555,867 subsidiary call-options to acquire shares in Acasti.
/s/ Henri Harland

/s/ André Godin

Henri Harland
President and Chief Executive Officer

André Godin
Vice-President, Administration and Finance
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NEPTUNE TECHNOLOGIES &
BIORESSOURCES INC.
Consolidated Balance Sheets
(Unaudited)
November 30, 2009 and February 28, 2009
November 30,
2009

February 28,
2009
(Restated note 2 (a))

Assets
Current assets:
Cash
Term deposits
Accounts receivable
Tax credits receivable
Inventories (note 6)
Prepaid expenses

$

667,674
1,858,169
2,927,776
721,352
2,447,009
119,091

$

835,772
3,318,254
5,007,430
726,510
1,773,563
274,522

8,741,071

11,936,051

7,476,738
1,354,619

5,022,640
1,195,365

$ 17,572,428

$ 18,154,056

$

$

Property, plant and equipment
Intangible assets

Liabilities and Shareholders' Equity
Current liabilities:
Bank loan (note 8)
Accounts payable and accrued liabilities:
Company controlled by an officer and director (note 4)
Others
Advance payments (note 3)
Current portion of long-term debt (note 8)

460,000
219,151
1,678,370
827,560
1,009,418

221,629
2,319,798
879,469
578,989

4,194,499

3,999,885

451,426
5,009,248

2,166,383
2,985,525

9,655,173

9,151,793

25,469,406
9,221,705
(26,773,856)

25,233,271
9,047,034
(25,278,042)

7,917,255

9,002,263

$ 17,572,428

$ 18,154,056

Convertible debentures (note 7)
Long-term debt (note 8)

Shareholders' equity:
Capital stock and warrants (note 9)
Contributed surplus and subsidiary call-options
Deficit

–

Contingency (note 13)

See accompanying notes to unaudited consolidated financial statements.
/s/ Ronald Denis

/s/ Michel Chartrand

Ronald Denis
Chairman of the Board

Michel Chartrand
Director
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NEPTUNE TECHNOLOGIES &
BIORESSOURCES INC.
Consolidated Statements of Earnings and Comprehensive Income
(Unaudited)
Three and nine-month periods ended November 30, 2009 and 2008
Three-month periods ended
November 30,
November 30,
2009
2008

Nine-month periods ended
November 30,
November 30,
2009
2008

(Restated note 2 (a))
Revenue from sales and
research contracts

$ 3,758,243

$ 2,451,322

$ 8,006,560

2,851,744

2,575,607

7,594,333

7,209,997

476,640
199,600
178,827
126,863

457,301
151,224
161,676
879,566

1,932,742
567,403
526,516
382,408

929,422
360,381
495,666
2,948,238

3,833,674

4,225,374

11,003,402

11,943,704

(75,431)

(1,774,052)

(2,996,842)

(3,992,490)

10,366
(54,174)
–
2,142,104

1,160
540,889
(137,000)
9,247

43,427
(684,503)
–
2,142,104

34,095
846,233
(137,000)
9,247

$ 2,022,865

$ (1,359,756)

$ (1,495,814)

$ (3,239,915)

$

$

$

$

Cost of sales and operating
expenses (excluding
amortization and stock-based
compensation)
Research and development
expenses
Financial
Amortization
Stock-based compensation

Loss before undernoted items
Interest income
Foreign exchange (loss) gain
Royalties paid in retractable shares
Gain on dilution (note 7)
Net income (loss) and
comprehensive income (loss)
Basic earnings (loss) per share
Diluted earnings (loss) per share

Basic weighted average number
of shares outstanding
Diluted weighted average number
of shares outstanding

(Restated note 2 (a))

0.053
0.050

(0.036)
(0.036)

(0.040)
(0.040)

$

7,951,214

(0.086)
(0.086)

38,182,285

37,679,248

37,810,721

37,537,443

40,431,040

37,679,248

37,810,721

37,537,443

See accompanying notes to unaudited consolidated financial statements.
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NEPTUNE TECHNOLOGIES &
BIORESSOURCES INC.
Consolidated Statements of Shareholders' Equity
(Unaudited)
Nine-month periods ended November 30, 2009 and 2008
Common shares
Number
Dollars

Balance, February 28,
2009
Adjustment to reflect
change in accounting
policy for intangible
assets (note 2 (a))
Exercise of stock options
Cash
Ascribed value

37,683,422

–

$ 24,953,096

–

Number

Warrants
Dollars

Contributed
surplus

1,100,000

$ 280,175

$ 9,047,034

–

–

–
–

–
–

448,125
–

109,531
5,882

Exercise of warrants

26,000

39,122

(26,000)

(6,622)

Conversion of convertible
debentures (note 7)

69,783

68,813

34,891

19,409

Stock-based compensation

–

–

–

–

Net loss

–

–

–

–

–
–
(5,882)
–
(364,861)
382,408
–

Subsidiary call-options
Number
Dollars

1,100,000

$

Deficit

Total

–

$ (25,131,127)

–

–

(146,915)

–
–

–
–

–
–

109,531
–

–

–

–

32,500

–

(113,633)

–

382,408

9,455,867

163,006

–

–

–

–

(1,495,814)

$ 9,149,178

(146,915)

(1,495,814)

Balance, November 30,
2009
Balance, February 29,
2008

38,227,330

$ 25,176,444

1,108,891

$ 292,962

$ 9,058,699 10,555,867

$ 163,006

$ (26,773,856)

$ 7,917,255

37,423,797

$ 24,808,327

31,618

$ 62,825

$ 5,134,613

$

–

$ (21,949,054)

$ 8,056,711

–

–

(152,375)

–

Adjustment to reflect
change in accounting
policy for intangible
assets (note 2 (a))

–

–

–

–

Equity component of
convertible debentures

–

–

–

–

363,419

–

–

–

363,419

–
–

–
–

–
(75,457)

–
–

–
–

–
–

69,312
–

62,825

–

–

–

Exercise of stock options
Cash
Ascribed value
Expiry of warrants

259,625
–
–

69,312
75,457
–

Issuance of warrants and
call-options

–

–

Dividend

–

–

(31,618)
1,100,000
–

(62,825)
265,760
–

Stock-based compensation

–

–

–

–

Net loss

–

–

–

–

–

–
–
2,948,238
–

1,100,000

–

–

–

–
(9,380)

–

–

–

–

(3,239,915)

–

–

$ (25,350,724)

(152,375)

–
265,760
(9,380)
2,948,238
(3,239,915)

Balance, November 30,
2008

37,683,422

$ 24,953,096

1,100,000

$ 265,760

$ 8,433,638

1,100,000

See accompanying notes to unaudited consolidated financial statements.
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$

$ 8,301,770

NEPTUNE TECHNOLOGIES &
BIORESSOURCES INC.
Consolidated Statements of Cash Flows
(Unaudited)
Three and nine-month periods ended November 30, 2009 and 2008
Three-month periods ended
November 30,
November 30,
2009
2008

Nine-month periods ended
November 30,
November 30,
2009
2008

(Restated note 2 (a))
Cash flows from operating activities:
Net income (loss)
Non-cash items:
Amortization of property,
plant and equipment
Amortization of intangible
assets
Amortization of other assets
Stock-based compensation
Accretion of the liability
component of the
convertible debentures
(note 7)
Royalties paid in retractable
shares
Unrealized foreign
exchange loss (gain)
on advance payments
Gain on dilution
Net change in operating assets
and liabilities (note 5)

$

2,022,865

$

3,273
–
126,863

2,160
31,053
879,566

7,364
–
382,408

6,480
72,453
2,948,238

55,167

33,806

148,201

33,806

137,000

137,000

(11,700)
(2,142,104)

65,200
(9,247)

142,637

1,119,511

(934,360)

(10,068)

(1,472,982)

(585,501)

(237,609)
(4,091)
489,708
–

(356,667)
(55,334)
(2,024,822)
(175)

(3,230,975)
(145,722)
1,460,085
–

(369,015)
(531,258)
(797,622)
(28,413)

248,008

(2,436,998)

(1,916,612)

(1,726,308)

370,000
137,491
(249,433)
–

(580,000)
3,453,296
(3,033,554)
2,750,000

460,000
2,999,999
(545,847)
–

(220,000)
3,530,905
(3,603,392)
2,750,000

53,798

31,945

–
–
1,530

(30,000)
(133)
–

(1,016,250)

163,783

31,945

–
–
1,530

9,251

32,500

$

–

4,250
(9,247)

(30,000)
(133)
–

109,531

–

448,635

Cash, end of period

(3,239,914)
416,733

102,749

Cash, beginning of period

$

519,152

(1,181,628)

Net (decrease) increase in cash

(1,495,814)

128,463

5,650
(2,142,104)

Cash flows from financing activities:
Increase (decrease) in bank loan
Increase in long-term debt
Repayment of long-term debt
Convertible debenture issue (note 7)
Accrued interest on convertible
debentures (note 7)
Financial expenses on the
issuance of debentures
(note 7)
Dividend
Exercise of subsidiary warrants
Issue of share capital on
exercise of options
Issue of share capital on
exercise of warrants

$

175,554

–

Cash flows from investing activities:
Additions to property, plant and equipment
Additions to intangible assets
Maturity (purchase) of term deposits
Increase in other assets

(1,359,756)

(Restated note 2 (a))

69,314

32,500

2,600,805

–

3,221,496

2,528,639

(237,717)

153,739

(168,098)

216,830

905,391

747,877

835,772

684,786

667,674

$

901,616

$

Supplemental cash flow disclosures (note 5)
See accompanying notes to unaudited consolidated financial statements.
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667,674

$

901,616

NEPTUNE TECHNOLOGIES &
BIORESSOURCES INC.
Notes to Consolidated Financial Statements
(Unaudited)
Three and nine-month periods ended November 30, 2009 and 2008

1. Basis of presentation:
The unaudited interim consolidated financial statements include the accounts of Neptune
Technologies & Bioressources Inc. (the "Company") and its subsidiaries, Acasti Pharma Inc.
("Acasti Pharma"), NeuroBioPharm Inc. ("NeuroBioPharm") and Neptune Technologies &
Bioressources USA Inc. These interim consolidated financial statements have not been reviewed
by the auditors and reflect normal and recurring adjustments which are, in the opinion of Neptune
Technologies & Bioressources Inc., considered necessary for a fair presentation. These interim
unaudited consolidated financial statements have been prepared in conformity with Canadian
generally accepted accounting principles ("GAAP"). However, they do not include all disclosures
required under generally accepted accounting principles and, accordingly, should be read in
conjunction with the consolidated financial statements and the notes thereto included in the
Company’s latest annual report. Except for the adoption of the new accounting standards
described in note 2 (a) below, the Company applied the same accounting policies in the
preparation of the interim consolidated financial statements as those in its audited consolidated
financial statements for the year ended February 28, 2009.
2. Changes to accounting policies:
(a) New accounting policies adopted:
On March 1, 2009, the Company adopted the following new accounting standards issued by
the Canadian Institute of Chartered Accountants ("CICA").
Goodwill and Intangible Assets:
The CICA issued Section 3064, Goodwill and Intangible Assets, which replaced
Section 3062, Goodwill and Other Intangible Assets, and Section 3450, Research and
Development Costs. The new standard provides guidance on the recognition of intangible
assets in accordance with the definition of an asset and the criteria for asset recognition as
well as clarifying the application of the concept of matching revenues and expenses, whether
these assets are separately acquired or internally developed.
As a result of this standard, direct costs incurred to secure patents related to internallygenerated assets in the research phase will no longer be capitalized by the Company. The
Company applied this standard on a retrospective basis. The impact of adopting this standard
was to increase the opening deficit and reduce intangible assets, as at June 1, 2008 and
March 1, 2009, by $151,010 and $146,915, respectively, for such assets capitalized prior to
the date of commercialization, May 31, 2002. The impact of the adjustment on the net loss in
2008 and 2009 is not significant.
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NEPTUNE TECHNOLOGIES &
BIORESSOURCES INC.
Notes to Consolidated Financial Statements, Continued
(Unaudited)
Three and nine-month periods ended November 30, 2009 and 2008

2. Changes to accounting policies (continued):
(a) New accounting policies adopted (continued):
Credit Risk and the Fair Value of Financial Assets and Financial Liabilities:
On January 20, 2009, the Emerging Issues Committee ("EIC") of the Canadian Accounting
Standards Board ("AcSB") issued EIC Abstract 173, Credit Risk and Fair Value of Financial
Assets and Financial Liabilities, which establishes that an entity’s own credit risk and the
credit risk of the counterparty should be taken into account in determining the fair value of
financial assets and financial liabilities, including derivative instruments. The adoption of this
standard did not have a significant impact on the Company’s consolidated financial
statements.
(b) Future accounting changes:
Business Combinations:
Section 1582, Business Combinations, replaces Section 1581, Business Combinations. The
Section establishes standards for the accounting for a business combination. It provides the
Canadian equivalent to the IFRS standard, IFRS 3 (Revised), Business Combinations. The
Section applies prospectively to business combinations for which the acquisition date is on or
after the beginning of the first annual reporting period beginning on or after January 1, 2011.
Consolidated Financial Statements:
Section 1601, Consolidated Financial Statements, and Section 1602, Non-Controlling
Interests, together replace Section 1600, Consolidated Financial Statements. Section 1601
establishes standards for the preparation of consolidated financial statements. Section 1602
establishes standards for accounting for a non-controlling interest in a subsidiary in
consolidated financial statements subsequent to a business combination. It is equivalent to
the corresponding provisions of IFRS Standard, IAS 27 (Revised), Consolidated and
Separate Financial Statements. The Sections apply to interim and annual consolidated
financial statements relating to fiscal years beginning on or after January 1, 2011. Earlier
adoption is permitted as of the beginning of a fiscal year. The Company is currently
evaluating the impact of the adoption of these new Sections on the consolidated financial
statements.
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NEPTUNE TECHNOLOGIES &
BIORESSOURCES INC.
Notes to Consolidated Financial Statements, Continued
(Unaudited)
Three and nine-month periods ended November 30, 2009 and 2008

2. Changes to accounting policies (continued):
(b) Future accounting changes (continued):
International Financial Reporting Standards:
In February 2008, Canada’s AcSB confirmed that Canadian GAAP, as used by publicly
accountable enterprises, would be fully converged into International Financial Reporting
Standards ("IFRS"), as issued by the International Accounting Standards Board ("IASB"). The
changeover date is for interim and annual financial statements relating to fiscal years
beginning on or after January 1, 2011. Therefore, the Company will be required to report
under IFRS for its 2012 interim and annual financial statements. The Company will convert to
these new standards according to the timetable set within these new rules. The Company
has not yet assessed the impact these new standards will have on its financial statements.
3. Partnership and collaboration agreements:
In 2008, the Company received a first payment of €500,000 out of several payments scheduled
under the terms of a partnership agreement. The agreement foresees the Company’s
commitment of developing a clinical research program and the development of products
incorporating Neptune Krill Oil ("NKO®") in a dietary matrix. The initial payment is refundable only
if the parties fail to meet certain developmental milestones, prior to the release of the products on
the market. No revenues have been recognized by the Company under this agreement. This
amount, $792,700, is included in ''advance payments'' in the consolidated balance sheet.
The Company also entered into a collaboration agreement under which it can receive $299,860.
Under the terms of the agreement, the Company will conduct a clinical research project on the
effects of Neptune Krill Oil ("NKO®") and its concentrates on certain human health conditions.
The agreement includes a period of exclusivity on the rights by the partner to the use of the
clinical study results. As at November 30, 2009, the Company has received $199,860 under the
agreement with the final amount of $100,000 to be received at the conclusion of the research
project. For the three and nine-month periods ended November 30, 2009, revenues of $2,674
and $40,209, respectively, were recognized in consolidated earnings on the basis of the clinical
study. As of November 30, 2009, the difference between the payments received of $199,860 and
the total revenues recognized amounts to $34,860 is included in ''advance payments'' in the
consolidated balance sheet.
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NEPTUNE TECHNOLOGIES &
BIORESSOURCES INC.
Notes to Consolidated Financial Statements, Continued
(Unaudited)
Three and nine-month periods ended November 30, 2009 and 2008

4. Related party transactions:
Under the terms of an agreement entered into with a shareholder (a company controlled by an
officer and director), the Company is committed to pay royalties of 1% of its revenues related to
its nutraceutical segment in semi-annual installments, for an unlimited period. The annual amount
disbursed in cash cannot exceed net earnings before interest, taxes and amortization of Neptune
on a non-consolidated basis. For the three and nine-month periods ended November 30, 2009,
total royalties paid or payable to this party amounted to $68,746 and $110,741 (three and ninemonth periods ended November 30, 2008 - $24,624 and $78,802, respectively). As at
November 30, 2009, the balance payable to this shareholder under this agreement amounts to
$219,151 (February 28, 2009 - $221,629) including an amount of $137,000 in redeemable shares
of the subsidiaries given by Neptune in consideration for 1% of the assigned value of the licences
transferred. This amount is presented in the balance sheet under accounts payable and accrued
liabilities.
These transactions occurred in the normal course of operations and are measured at the
exchange amount, which is the amount of consideration determined and accepted by the parties
involved.
5. Supplemental cash flow disclosures:
(a) Net change in operating assets and liabilities are detailed as follows:
November 30,
2009

November 30,
2008

(3 months)
Accounts receivable
Tax credits receivable
Inventories
Prepaid expenses
Accounts payable and
accrued liabilities
Advance payments

$ (1,168,211)
(43,972)
199,622
11,302

$

(177,694)
(2,675)
$ (1,181,628)

$

8

November 30,
2009

(3 months)

(9 months)

678,912
(196,176)
(566,530)
148,780

$ 2,079,654
5,158
(673,446)
155,431

117,651
(40,000)

(407,077)
(40,209)

142,637

$ 1,119,511

November 30,
2008
(9 months)
$

(512,633)
(441,799)
(137,215)
(155,235)
210,632
20,000

$ (1,016,250)

NEPTUNE TECHNOLOGIES &
BIORESSOURCES INC.
Notes to Consolidated Financial Statements, Continued
(Unaudited)
Three and nine-month periods ended November 30, 2009 and 2008

5. Supplemental cash flow disclosures (continued):
(b) Non-cash transactions:
November 30,
2009
Acquired property, plant and equipment and intangible
assets included in accounts payable and accrued
liabilities
Dividend payable through issuance of notes payable

$

260,872
–

February 28,
2009

$

497,703
9,380

(c) Other:

Interest paid

November 30,
2009

November 30,
2008

November 30,
2009

November 30,
2008

(3 months)

(3 months)

(9 months)

(9 months)

$

80,983

$

76,486

$

200,781

$

257,273

6. Inventories:
November 30,
2009
Raw materials
Finished goods

February 28,
2009

$ 2,004,390
442,619

$

925,664
847,899

$ 2,447,009

$ 1,773,563

During the three and nine-month periods ended November 30, 2009, $1,617,188 and $4,222,535
(three and nine-month periods ended November 30, 2008 - $1,202,684 and $3,888,937) of
inventories were recognized as cost of sales, respectively.
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7. Convertible debentures:
Accrued
interest

Debentures
Aggregate principal amount of convertible
debentures at issuance
Financial expenses on the issuance of
debentures
Equity component of convertible debentures
Detachable warrants
Accrued interest
Accretion of the liability component

$ 2,750,000

$

(30,000)
(445,940)
(280,175)
–
86,307

–

Total

$ 2,750,000

–
–
–
86,191
–

(30,000)
(445,940)
(280,175)
86,191
86,307

Liability balance of convertible debentures
as at February 28, 2009
(principal amount of $2,750,000)

2,080,192

86,191

2,166,383

Accrued interest
Accretion of the liability component
Debentures converted into Neptune units
Debentures converted into Acasti units

–
148,201
(65,854)
(1,755,452)

163,783
–
(8,746)
(196,889)

163,783
148,201
(74,600)
(1,952,341)

Liability balance of convertible debentures
as at November 30, 2009
(principal amount of $500,000)

$

407,087

$

44,339

$

451,426

On October 9, 2008, the Company completed a financing by issuing convertible debentures of an
aggregate principal of $2,750,000, 1,100,000 options to acquire 1,100,000 Class A shares of
Acasti Pharma held by the Company at a price per share equal to the lesser of $0.25 and the
price per share from a new financing, until April 30, 2010 and 1,100,000 warrants to purchase
1,100,000 common shares of the Company for $1.25 per share until April 30, 2010. The
Company can require the exercise of warrants if the market price of the shares reaches $3.75 for
three consecutive days.
The debentures bear interest at 8%, payable annually in cash or in kind, or capitalizable at the
Company’s option. The debentures mature on October 9, 2011, at which time the Company may
either reimburse the amount owed (principal and interest) in cash, or issue shares for the
principal amount plus interest and a 15% premium. The shares will be issued at market price,
subject to a minimum purchase price of $1.25 per common share.
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7. Convertible debentures (continued):
The debentures are convertible by the holder into units to acquire shares of the Company
(“Neptune units”) or to acquire shares of Acasti Pharma (“Acasti units”) as follows:
Neptune units:
Convertible at the option of the holder before November 30, 2010 at a price of $1.25 per unit as to
the principal and at market price of the shares of the Company at the date of conversion as to the
unpaid interest. A unit is comprised of one common share and one-half warrant of the Company.
Each warrant entitles its holder to purchase one common share at the market price prevailing at
the date of issuance until the earliest of (i) the debenture maturity date, (ii) two years after the
issuance of the warrants or (iii) 30 days after the market price of the shares of the Company has
reached a price equal to two times the market price prevailing at the date of issuance of the
warrants for a period of three consecutive days. The Company can also require the conversion if
the market price of the shares reaches $3.75 for three consecutive days.
Acasti units:
Convertible at the option of the holder before November 30, 2010 in units, each unit being
comprised of one Class A share of Acasti Pharma held by the Company and one option to
acquire from the Company one Class A share of Acasti Pharma. The base price for the
conversion will be the lowest of $0.25 per unit and the price per share from an Acasti new
financing. The conversion price varies as follows:

Date of conversion
Before November 30, 2009
December 1, 2009 to May 31, 2010
June 1 to November 30, 2010

Price per unit

Exercise price
of option

Base price
Base price plus $0.25
Base price plus $0.75

Base price plus $0.25
Base price plus $0.75
Base price plus $1.25

The options expire after a period of twelve months from the date of issuance.
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(Unaudited)
Three and nine-month periods ended November 30, 2009 and 2008

7. Convertible debentures (continued):
Under Canadian GAAP, convertible debentures composed of various debt instruments and equity
components are recorded as hybrid financial instruments and are presented as liability or equity
components in accordance with the substance of the contractual agreement. At the date of their
issuance, the Company measured the various financial instruments and accounted for them by
using the relative fair value method. The Company accretes the book value of the liability
component of the convertible debentures to their par value through a charge to earnings in
accordance with the effective interest rate method. The effective interest rate of the debenture is
20.7%.
(i) Conversions into Neptune units:
During the nine-month period ended November 30, 2009, convertible debentures of a
nominal amount of $84,000 plus $5,688 of accrued interest were converted into Neptune
units. Each unit comprises one common share and one-half warrant.
A total of 69,783 units have been issued corresponding to 69,783 common shares and
34,891 warrants. Each warrant allows its holder to buy one share of the Company until
October 9, 2011 at various prices ranging from $2.15 to $2.25 depending on the market price
of Neptune shares at their date of conversion.
These transactions decreased the balance of convertible debentures and contributed surplus
by $74,600 and by $13,622, respectively, and increased the capital stock and warrants by a
total of $88,222. This value has been proportionately allocated to capital stock and warrants
based on their respective fair value at time of issuance.
The fair value of the warrants issued of $19,409 was determined by using a binomial method
with the following assumptions:

Fair value of common shares
Risk-free interest rate
Estimated life
Expected volatility
Exercise price

$2.15 to $2.30
1.03% to 1.40%
1.9 to 2 years
90%
$2.15 to $2.30
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7. Convertible debentures (continued):
(ii) Conversion into Acasti units:
On November 30, 2009, holders of debentures having a nominal value of $2,166,000
exercised their right to convert into Acasti units. The Company also decided to settle the
related accrued interest of $197,967 by delivering Acasti units. As a result, 9,455,867 Acasti
Class A shares held by the Company and call-options (the “Conversion call-options”,
exercisable at $0.50) were delivered to the debenture holders.
The Company valued the Conversion call-options by (i) estimating the fair value of Acasti
subsidiary and (ii) using a binomial method with the following additional assumptions:

Fair value of Class A shares
Risk-free interest rate
Estimated life
Expected volatility
Exercise price

$0.47
1.41%
1 year
25%
$0.50

As a result of the valuation, the fair value of the Conversion call-options was determined to be
$338,432. Their relative fair value, compared to the fair value of the Acasti Class A shares
delivered, was determined to be $163,006, and was recorded as a component of equity.
No amount was allocated to non-controlling interest for the Acasti Class A shares delivered
because the carrying amount of Acasti net assets after accounting for the Company’s own
preference shares is negative. As a result, the full difference between the carrying amount of
the components being extinguished of $2,303,580 (comprised of the proportionate shares of
the equity component of the debentures and of the carrying amount of convertible
debentures), and the fair value of the Conversion call-options, in the amount of $163,006,
was recorded as a gain on dilution.
The model used to measure the Conversion call-options as well as the estimated fair value of
Acasti Class A shares comprise a number of subjective assumptions. Any changes to such
assumptions would result in a significant variation of the estimated fair value of the components.
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8. Long-term debt:
November 30,
2009

February 28,
2009

Mortgage loan, principal 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 hypothec on all movable assets
(except for accounts receivable and merchandise) 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
hypothec on all accounts receivable and merchandise,
reimbursable in monthly principal payments of $41,667 until
November 2015. The amount recorded is net of related
financial expenses.

$ 2,956,698

$ 3,327,621

Mortgage loan, principal balance of $2,999,999, bearing
interest at the prime rate plus 2%, secured as indicated
above, reimbursable in monthly principal payments of
$35,714 until August 2016. The amount recorded is net of
related financial expenses.

2,893,182

Obligations under capital leases, interest rates varying from
6.17% to 15.46%, payable in average monthly installments
of $4,301 ($4,301 as at February 28, 2009), maturing at
different dates until 2013

77,768

119,909

Refundable contribution obtained from a federal program
available for small and medium-sized business, without
collateral or interest, payable in semi-annual installments of
$9,701 until October 1, 2012

58,207

77,609

32,811
6,018,666

39,375
3,564,514

1,009,418

578,989

$ 5,009,248

$ 2,985,525

Refundable contribution obtained from a federal program
available for small and medium-sized business, without
collateral or interest, payable in semi-annual installments of
$6,562 until December 2011

Current portion of long-term debt
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Three and nine-month periods ended November 30, 2009 and 2008

8. Long-term debt (continued):
During the nine-month period ended February 28, 2009, the Company refinanced its debt and
entered into a debt agreement totaling $6,500,000, of which $3,500,000 has been disbursed by
the lender up to February 28, 2009 in the form of a mortgage loan. The second tranche of
$3,000,000 is available to finance plant expansion. Both tranches bear an interest rate of prime
rate plus 2% and will be repayable over 84 months. The second tranche has been received in the
form of progressive advances based on the advancement of the plant expansion. As at
November 30, 2009, $2,999,999 has been received by the Company. The Company is subject to
certain covenants requiring the maintenance of ratios. At November 30, 2009, the Company was
in compliance with these ratios.
In addition, the Company has an authorized operating line of credit of $1,000,000 bearing interest
at the prime rate plus 2.25% (February 28, 2009 - 1.75%). The line of credit is guaranteed by a
first-ranking movable hypothec on all accounts receivable and merchandise, a second-ranking
hypothec on the production plant and a third-ranking hypothec 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). As at November 30, 2009, an amount
of $460,000 (nil as at February 28, 2009) was drawn under the operating line of credit.
9. Capital stock and warrants:
Authorized
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 noncumulative dividend of 5% of paid-up capital, exchangeable at the holder's option under
certain conditions into common shares
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10. Non-controlling interest:
Acasti Pharma’s issued and outstanding capital stock and warrants are broken down as follows:
Capital stock:
Class A shares, voting (one vote per share), participating and without par value
Class B shares, 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 exchangeable, at the holder’s discretion, for Class A shares, on a
one-for-one basis, as of January 1, 2009. Class B shares are redeemable at the holder’s
discretion for $0.80 per share, subject to certain conditions.
Class C shares, 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
exchangeable, at the holder’s discretion, for Class A shares, on a one-for-one basis, as
of January 1, 2009. Class C shares are redeemable at holder’s discretion for $0.20 per
share, subject to certain conditions.
Warrants:
Series 2 allows the holder to purchase one Class A share for $0.40 per share for a period
of 24 months after their issuance.
Series 3 allows the holder to purchase one Class A share for $0.40 per share until
December 31, 2010.
Series 4 allows the holder to purchase one Class A share for $0.25 per share for a period
of five years after their issuance.
Series 5 allows the holder to purchase one Class A share for $0.30 per share until
December 31, 2010.
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10. Non-controlling interest (continued):
The distribution of the votes and participation between the Company and other shareholders of
Acasti Pharma is as follows:
November 30, 2009
Votes

Participation

Company

Other
shareholders

Company

Other
shareholder

47,474,358 Class A shares 28,784,133
5,000,000 Class B shares 49,500,000
260,000 Class C shares
–

18,690,225
500,000
–

28,784,133
–
–

18,690,225
–
–

Total

78,284,133

19,190,225

28,784,133

18,690,225

80%

20%

61%

39%

% of votes and participation

February 28, 2009
Votes

Participation

Company

Other
shareholders

9,230,533 Class A shares
–
5,000,000 Class B shares 49,500,000
38,500,000 Class C shares
–

9,230,533
500,000
–

Total

49,500,000

9,730,533

28,784,133

9,230,533

84%

16%

0%

100%

% of votes and participation

Company
–
–
–

Other
shareholder
9,230,533
–
–

During the nine-month period ended November 30, 2009, 38,240,000 Class C shares were
converted into 38,240,000 Class A shares. In addition, during the nine-month period ended
November 30, 2009, holders of 3,825 Acasti Pharma Inc. Series 2 warrants exercised their right
to purchase Class A shares of the subsidiary.
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10. Non-controlling interest (continued):
The shares of Acasti held by the Company are eliminated upon consolidation.
As at November 30, 2009, the Company controlled the vote of Acasti Pharma and, accordingly,
consolidated the subsidiary's accounts. The Company is responsible for its subsidiary's losses
exceeding the value of the non-controlling shareholders' interest; consequently, $1,530 (2008 nil) of the subsidiary's loss was assigned to the non-controlling shareholders and reduced the
value of the non-controlling shareholders on the Company's balance sheet to nil as at November
30, 2009 (nil as at February 28, 2009).
11. Stock-based compensation plans:
(a) Company stock-based compensation plan:
Activities within the plan are detailed as follows:
Nine-month
period ended
November 30,
2009

Nine-month
period ended
November 30,
2008

Weighted
average
exercise
price

Weighted
average
exercise
price

Number of
options

Number of
options

Options outstanding,
beginning of period
Granted
Exercised
Forfeited

3,669,750
110,000
(448,125)
(302,750)

$

1.57
1.88
0.26
2.60

4,470,187
1,101,000
(259,625)
(80,250)

$

2.86
2.49
0.27
4.02

Options outstanding,
end of period

3,028,875

$

1.67

5,231,312

$

2.89

Exercisable options,
end of period

2,552,125

$

1.52

3,803,437

$

2.77
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11. Stock-based compensation plans (continued):
(a) Company stock-based compensation plan (continued):
The fair value of the 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 periods ended:

Dividend
Risk-free interest rate
Estimated life
Expected volatility

Nine-month
period ended
November 30,
2009

Nine-month
period ended
November 30,
2008

Employees

Employees

–
1.38%
2.5 years
94%

–
2.85%
2.5 years
77%

The fair value of the weighted average of the options granted to employees during the three
and nine-month periods is $0.78 (2008 - $1.06).
(b) Acasti Pharma stock-based compensation plan:
The Acasti Pharma stock-based compensation plan as well as the granting of the options are
subject to applicable regulatory approval, which includes the approval by the subsidiary’s
shareholders.
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11. Stock-based compensation plans (continued):
(b) Acasti Pharma stock-based compensation plan (continued):
The following table presents information on outstanding stock options:
Weighted
average
exercise
price

Number of
options
Options outstanding as at February 28, 2009
Granted
Forfeited

850,000
25,000
(25,000)

$

0.25
0.25
0.25

Options outstanding as at November 30, 2009

850,000

$

0.25

Options exercisable as at November 30, 2009

588,750

$

0.25

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 for the periods ended:
Nine-month
period ended
November 30,
2009
Dividend
Risk-free interest rate
Estimated life
Expected volatility

–
2.98%
6 years
75%

The fair value of the options granted during the period is nil.
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–
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12. Segment disclosures:
Descriptive information on the Company's reportable segments:
The Company has three reportable operating segments structured in legal entities: the first is
producing and commercializing nutraceutical products (Neptune), the second is the development
and commercialization of pharmaceutical applications for cardiovascular diseases (Acasti
Pharma), and the third is the development and commercialization of pharmaceutical neurological
diseases (NeuroBioPharm).
The following tables show information by segment:
Three-month period
ended November 30,
2009
Nutraceutical

Sales and research contracts
Cost of sales and operating
expenses (excluding
amortization and stock
based compensation)
Research and development
expenses
Financial
Amortization
Stock-based compensation
Interest income
Foreign exchange loss
Gain on dilution
Net income (loss) and comprehensive
income (loss)
Cash
Term deposits
Total assets

Expenditures for long-lived
assets

$

3,755,569

Cardiovascular

$

–

Neurological

$

2,674

Total

$

3,758,243

2,727,638

103,184

20,922

2,851,744

159,728
199,519
177,141
126,863
(5,704)
50,517
(2,142,104)

295,611
81
1,686
–
(4,662)
3,657
–

21,301
–
–
–
–
–
–

476,640
199,600
178,827
126,863
(10,366)
54,174
(2,142,104)

$

2,461,971

$

$

553,023
1,320,125
16,471,169

$

$

241,700

$

21

(399,557)
114,651
538,044
1,071,091

–

$

(39,549)

$

2,022,865

$

–
–
30,168

$

667,674
1,858,169
17,572,428

$

241,700

$

–

NEPTUNE TECHNOLOGIES &
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Three and nine-month periods ended November 30, 2009 and 2008

12. Segment disclosures (continued):
The following tables show information by segment (continued):
Nine-month period
ended November 30,
2009
Nutraceutical
Sales and research contracts
Cost of sales and operating
expenses (excluding
amortization and stock
based compensation)
Research and development
expenses
Financial
Amortization
Stock-based compensation
Interest income
Foreign exchange loss
Gain on dilution

$

Net loss and comprehensive loss

$

Cash
Term deposits
Total assets

$

$

Expenditures for long-lived
assets

7,966,351

Cardiovascular
$

–

Neurological
$

40,209

Total
$

8,006,560

7,254,988

276,683

62,662

7,594,333

821,931
567,058
521,578
382,408
(23,594)
675,853
(2,142,104)

901,393
345
4,938
–
(19,833)
8,650
–

209,418
–
–
–
–
–
–

1,932,742
567,403
526,516
382,408
(43,427)
684,503
(2,142,104)

(91,767)

$ (1,172,176)

$

(231,871)

553,023
1,320,125
16,471,169

$

$

–
–
30,168

3,376,697

$

22

114,651
538,044
1,071,091

–

$

–

$ (1,495,814)
$

667,674
1,858,169
17,572,428

$

3,376,697
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12. Segment disclosures (continued):
The following tables show information by segment (continued):
Nine-month period
ended November 30,
2008
Nutraceutical

Cardiovascular

Neurological

Total

(Restated note 2 (a))
Sales and research contracts
Cost of sales and operating
expenses (excluding
amortization and stock
based compensation)
Research and development
expenses
Financial
Amortization
Stock-based compensation
Interest income
Foreign exchange gain
Royalties paid in retractable
shares
Gain on dilution

$

7,871,214

$

–

6,990,038

219,959

527,295
360,123
495,080
2,948,238
(34,095)
(846,233)

150,251
258
586
–
–
–

137,000
(9,247)

$

$

–

–
–

929,422
360,381
495,666
2,948,238
(34,095)
(846,233)

–
–

$ (2,696,985)

$

(371,054)

$

Expenditures for long-lived assets

$

$

24,365

$

(171,876)
–

7,951,214

7,209,997

251,876
–
–
–
–
–

Net loss and comprehensive
loss

875,908

80,000

137,000
(9,247)

$ (3,239,915)
$

900,273

The cardiovascular and neurological segments began their activities during the three-month
period ended August 31, 2008.
13. Contingency:
During the second quarter, the Company received a complaint filed by Schiff Nutrition Group Inc.
("Schiff"), a former distributor of Neptune’s products, in the United States District Court for the
District of Utah, Central division, alleging that Neptune failed to meet certain delivery thresholds.
As a result, Schiff is seeking monetary damages in the amount of US $1 million from the
Company.
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13. Contingency (continued):
After careful review of this complaint and having sought legal advice, the Company filed a
response and counterclaims early in the third quarter to the Schiff complaint in Federal District
Court in Utah. The Company denies all material allegations and the requested monetary
compensation in the complaint and asserts federal and state law claims against Schiff, including
that Schiff failed to pay the Company for shipments of NKO® accepted by Schiff, and that Schiff
caused its contractor to encapsulate NKO® despite the Company’s objections that the resulting
product would not meet specifications after encapsulation by Schiff’s contractor. No provision
related to this matter has been recorded in these financial statements.
14. Comparative figures:
Certain comparative figures previously reported have been reclassified to conform to the
presentation adopted in the current period.
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