FYTOKEM PRODUCTS INC.
CDNX:FYT
FIRST QUARTER REPORT
PERIOD ENDING MARCH 31, 2001



Fytokem Products Inc.
President’s Message
First Quarter of 2001

I am pleased to report that Fytokem sales are increasing, and we are heading towards
profitability. The company had record quarterly sales revenue of $152,725, up more than
60% from $95,093 in the same period of 2000. Sales in the first quarter are equal to 61%
of total sales in 2000. The company’s loss for the quarter was down 23%, or ($0.01) per
share. We are making strong progress in establishing a sustainable business.

Subsequent to quarter end, we announced that major cosmetics companies L’Oreal,
Merle Norman, Jergens, Just and others in the Personal Care Industry (PCI) now use
Fytokem products as active ingredients in their products worldwide. As competition
increases among these companies for access to truly Function-Certified™ products with a
strong scientific basis, the bio-active assets that Fytokem continues to develop are
becoming increasingly more valuable. The Company’s growth will take advantage of this
positive industry trend.

Fytokem’s strategic partner in the global PCI industry, Dragoco Gerberding of Germany,
actively continues to market several of our products. Two are rapidly being recognized
as the most efficacious in their field — Canadian Willowherb™, as an anti-irritant, and
Tyrostat™, as a skin-lightening product aimed at the sizeable Asian market. These two
functions constitute large segments of the PCI market.

The PCI is our primary market entry point and it enables us to generate revenues quickly
from existing and new products, while assessing both product efficacy and demand for
new product applications. We are continuing to develop other opportunities for our
portfolio of products in other markets including the nutraceutical, animal health,
pharmaceutical and bio-industrial markets. The integrity of our science has positioned
the company to attract strong multinational partners as we move into these new markets.

We are very fortunate to have been able to hire Janice McColl as our new Director of
Research to head up our accomplished research team. Janice, who brings a wealth of
experience and talent to Fytokem, has significant expertise in research and development,
an excellent background in pharmacy, organic and medicinal chemistry, and strong
communication skills. Previously, Janice held the position of Assistant Professor at the
University of Saskatchewan before joining Bioriginal Food & Science Corporation Ltd.,
where she worked in Product Development, Research and Education. Her lengthy and
first-hand involvement with natural health products, for over 15 years and in a variety of
capacities, will help us to both strengthen and broaden our research activities. Janice
replaces Mark Hetherington, who accepted a position at another company. Mark’s
contribution to Fytokem was significant, and we wish him well.



Our science, patents, commercialization process and first-mover advantage establishes us
as a leader in the area of naturally sourced, Function-Certified™ products and creates
strong barriers to entry for any potential competitors.

The trend is clear — potent, plant-based products with scientifically proven therapeutic
functions are ideally positioned to serve many fast-growing markets. At the same time the
demand for Fytokem products is increasing ever more. Fytokem is a leader in the
discovery, development and commercialization of these ingredients.

I look forward to presenting regular updates on our progress throughout the year.

Art Hesje
President and CEO
May 29, 2001



FYTOKEM PRODUCTS INC.
BALANCE SHEETS

March 31, 2001 and December 31,2000

(Unaudited)

CURRENT ASSETS
Cash and temporary investments
Accounts receivable
Inventory
Prepaid expenses

DEFERRED FINANCE CHARGES
EQUIPMENT - NET

CURRENT LIABILITIES

Accounts payable and accruals
Current portion long term debt

LONG TERM DEBT
Convertible debt
Discount on convertible debt
Capital leases

SHAREHOLDERS' EQUITY
Share capital
Equity portion of convertible debt
Deficit

March 31, 2001

$ 395,871
138,603
322,545

12,297
869,316

11,047

204,765

$ 1,085,128

$ 71,860
127,163
199.023

406,250
(63,984)
39.576
381,842

3,692,445
63,984

(3.252,166)
504.263

$ 1,085,128

December 31, 2000

561,869
53,516
355,958

19.995

991,338

28,434
212,815
$ 1,232,587

§ 76,192
129,690
205,882

406,250
(63,984)
48.239
390,505

3,692,446
63,984

(3.120,230)
636,200

$ 1,232,587



FYTOKEM PRODUCTS INC.
STATEMENTS OF LOSS AND DEFICIT

REVENUE

Sales

Cost of Sales
Gross Margin
Project revenue
Other revenue

EXPENSES
Product development
Marketing
Finance & administration
Depreciation
Interest on debt

NET LOSS
DEFICIT, BEGINNING OF PERIOD

DEFICIT, END OF PERIOD

LOSS PER SHARE

(Unaudited)

Three months ended

2001

$ 152,725
52,356
100,369
25,054

7,557

132,980

75,502
70,900
87,637
11,226
19.651
264,916

$ 131,936

3,120,230

$3.252,166

S 0.01

March 31

2000

$ 95,093
24,741
70,352
74,888

4,545

149,785

98,513
74,505
118,520
8,129
21,380
321,047

$ 171,262

2,255,632

$2.426,894

$ 0.02



FYTOKEM PRODUCTS INC.
STATEMENTS OF CASH FLOWS

(Unaudited)

CASH FLOWS FROM (USED IN)
OPERATING ACTIVITIES
Net loss
Items not affecting cash
Depreciation and amortization
Non-cash interest expense

Changes in non-cash working capital
Accounts receivable
Inventory
Prepaid expenses
Unearned project revenue
Accounts payable and accruals
Cash flows used in operating activities

CASH FLOWS FROM (USED IN)
INVESTING ACTIVITIES

Acquisition of equipment

Cash flows used in investing activities

CASH FLOWS FROM (USED IN)
FINANCING ACTIVITIES
Proceeds from issuance of common shares
Deferred offering memorandum costs
Repayment of long term debt
Cash flows from financing activities

NET INCREASE (DECREASE) IN CASH
CASH POSITION, BEGINNING OF PERIOD
CASH POSITION, END OF PERIOD

REPRESENTED BY:

Cash
Temporary Investments

Interest Paid

Three months ended

2001

$ (131,936)

11,226
17.386
(103,324)

(85,087)
33,413
7,698

(4.332)
(151,632)

(3.175)
(3.175)

11,191)
(11,191)

(165,998)
561,869
$ 395871

$ 70,795
$ 325076
$ 395,871

S 685

March 31

2000

$ (171,262)

8,129
20,253
(142,880)

(32,718)
(39,258)
(10,176)

(2,352)

18,732

(208,652)

(2,136)
(2,136)

19,750
(2,500)
(6.135)

11,115

(199,673)
523,576
$ 323,903

§ 72377
§ 251.526
$ 323,903

$ 1,173



Notes:

These interim financial statements have been prepared in accordance with Canadian accepted
accounting principles.

The interim financial statements, which include the use of estimates and judgments, contain all
adjustments that management believes are necessary for fair presentation of Fytokem's financial
position, results of operations and cash flows.

The interim financial statements should be read in conjunction with, and are based on the same
accounting policies as contained in Fytokem's 2000 annual report.

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

Share Capital
a) At March 31, 2001, there were 14,462,121 common shares outstanding.
b) At March 31, 2001 there were 904,498 share purchase warrants outstanding. There were

also 121,167 agents options outstanding.
If all special warrants and agents warrants were exercised, the common shares would
increase by 1,146,833 for additional proceeds of $1,098,366.

c) At March 31, 2001, there were options for 780,000 common shares outstanding under the
share option plan and are exercisable up to 2006.
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