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FYTOKEM PRODUCTS INC. 
is engaged in the discovery and commercialization of 
novel Function-Certified plant-based substances – 
extracts, phytochemicals and bioactive molecules – 
for use as ingredients in personal care, nutraceutical, 
pharmaceutical and bio-industrial products. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
FORWARD LOOKING STATEMENTS 
This Quarterly Report contains forward-looking statements concerning the Company’s 
activities and prospects in future periods. All statements other than statements of fact 
may be deemed forward-looking statements. Forward-looking statements frequently, but 
not always use the words “expects”, “anticipates”,  “suggests”, “plans”, “believes” or 
“intends”, or similar words and/or include statements concerning the Company’s 
strategies, goals and plans, or state that certain actions, events or results “will” be taken, 
occur or be achieved. These forward-looking statements involve known and unknown 
risks, uncertainties and other factors which may cause the results, performance or 
achievement of the Company, or industry results, to be materially different from any 
future results, performance or achievements expressed or implied by such statements.  
Such factors include, among others: uncertainties related to early stage of development, 
technology and product development; dependence on future corporate collaborations; 
dependence on proprietary technology and uncertainty of patent protection; 
management of growth; future capital needs and uncertainty of additional funding; 
intense competition; manufacturing and market uncertainties; government regulation; 
product liability exposure and insurability.  These and other factors are described in 
detail in the Company’s reports, releases and other information filed with the 
Saskatchewan, Alberta and B.C. Securities Commissions. Forward-looking statements 
are based on current expectations and Fytokem is not obligated to update such 
information to reflect later events or developments. 
 
 

 
PRESIDENT’S MESSAGE 
 
During the first quarter we completed an intensive, in-depth review of 
our abilities and strengths as well as analyzing the areas which offer 
opportunities to grow as a company.  At this stage in our development 
our strength is our science.  Our patents have confirmed this, 
customers such as Johnson & Johnson have confirmed it and our 
partner Atrium Biotechnologies Inc. has confirmed this. 
 
During the quarter we also worked at expanding the trust relationship 
with our marketing partner, Atrium. We looked carefully at our products 
from all perspectives and at the end of this review I now believe we 
can look forward to strong market growth for our products. 
 
Sales during this period showed a sharp recovery over the last quarter 
(Q4, 2003) although this was still a decline over first quarter last year. 
This was largely related to simple timing of sales, inventory levels and 
product deliveries in both years. Significantly stronger sales are 
expected in upcoming periods. 
 
We have continued to watch our expenses in all areas, resulting in a 
sharp (49%) decrease in expenses compared to the same period last 
year. Compared to our last quarter (Q4, 2003) the reduction was not as 
dramatic, but still significant at 11%. I believe we will be able to keep 
expenses at roughly this level, while our sales grow. The result of this 
careful watch on expenses is that we have again produced break-even 
results in the quarter, making this the third quarter out of the last four 
where we have shown a profit. 
 
We are working on improving the appeal of our products to the market. 
There is still strong enthusiasm for effective natural ingredients. Our 
marketing partner continues to present our products in a very 
enthusiastic way. This combination is routinely resulting in expansion 
of product lines by our existing customers and is attracting new 
customers. 
 
We are also developing partnerships outside of the personal care and 
nutraceutical market, as time and resources permit. We have identified 
some exciting opportunities we can capture in other market sectors. 
For example, there is a strong enthusiasm for our products with 
pharmaceutical customers in India. One customer that has completed 
initial trials has found good skin-whitening efficacy with Tyrostat™, and 
has also found that the anti-oxidant properties of Canadian 
Willowherb™ will boost the efficacy of Tyrostat™ and some other skin-
lighteners. Success in this market area will occur as we are able to 
support our initial marketing efforts with additional product research. 
 
As sales grow and resources improve we will expand our scientific 
skills and abilities to ensure we can effectively market our existing 
products and develop new ones for new markets. 
 
 
Respectfully yours, 
 
Art Hesje 
President & CEO 
May 28, 2004 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

First Quarter ended March 31, 2004  
 

The following should be read in conjunction with the audited 
financial statements and management discussion and analysis of 
financial condition and results of operations for the year ended 
December 31, 2003; and the interim unaudited financial statements 
for the period ended March 31, 2004, including the related notes 
therein. This discussion and analysis includes forward-looking 
statements that may differ materially from actual results achieved. 
 
OVERVIEW 
Fytokem Products Inc. is engaged in the discovery and 
commercialization of novel Function-Certified plant-based substances 
– extracts, phytochemicals and bioactive molecules – for use as 
ingredients in personal care, nutraceutical, pharmaceutical and bio-
industrial products. 
 
The first quarter highlights include the following: 
The Company made a $430 profit in the first quarter. 
The Company was able to reduce its overall expenses by 49% during 
the quarter. 
 
RESULTS OF OPERATIONS 
The Company made a net income of $430 in the first quarter of 2004, a 
big improvement over the loss experienced in the same quarter of 2003. 
The net income per share was $0.00 as compared to the ($0.01) loss 
per share recorded in 2003. As at March 31, 2004, the Company’s 
working capital, current assets less current liabilities, was ($284,497), 
$7,351 lower than the working capital at December 31, 2003. Total 
assets reached $439,729.  The capital deficiency improved to $515,366, 
which includes an accumulated deficit of $4,599,520. 
 
REVENUES 
Total revenue was $197,097 in the first quarter of 2004. This 20% 
decrease over the same quarter in 2003 is primarily due to lower than 
expected product sales and a drop in the company’s project revenues.  
Product sales in the first quarter of 2004 dropped by 21% to $102,685 
over the same quarter in 2003. The Company recognized $90,000 in 
revenue from the Atrium Cooperation and License Agreement in the first 
quarter. Project revenues continued to decline (an 83% decrease over 
the first quarter of 2003) as a result of the Company’s focus on 
commercialization and sales. Other revenue, which is mainly comprised 
of interest revenue is $1,436 less than the same period in 2003. This 
decrease is due to the fact that a substantially smaller cash balance 
existed in the first quarter of 2004 as compared to the same period in 
2003. It is expected that the second quarter product sales will be 
substantially larger as Atrium’s purchases continue to increase.  
 
The gross margin percentage dropped by 3% to 67% from the same 
period in 2003. This drop is due to the mix of products sold in the 
quarter. It is expected that the gross margin will remain in the 68% to 
69% range in the future. 
 
OPERATING EXPENSES 
Total expenses were reduced by $157,413 in the first quarter of 2004 
over the same quarter in 2003. This 49% reduction is reflected in all 
expense categories.  
 
Product development expenses for the quarter were $35,937 compared 
to $138,056 for the same quarter last year. This 74% reduction is the 
result of reductions in research-oriented costs including personnel, 
supplies, patent costs and third-party lab costs. The patent costs 
incurred in the first quarter of 2003 were considerably higher than in the 
same period of 2004, given the extra activity associated with the receipt 
of 2 US patents in that period. Third-party lab costs in 2003 were 

considerable higher than in the current period given the company 
purchased  $47,656  of  research  studies  from  Dragoco as  part  of  
the winding up of the agreement the Company had with them. The 
present level of product development expenditures is expected to 
continue. 
 
Marketing expenses were $35,308 compared to $55,332 for the same 
quarter last year. This 36% reduction is reflected in all marketing-
related cost categories with the exception of the marketing agreement 
costs. The quarterly marketing agreement cost amortization amount is 
$10,868 larger than in the first quarter of 2003. It should be noted that 
the direct costs associated with the setup and implementation of the 
Atrium Cooperation and License Agreement have been deferred and 
are being amortized over the same period as the corresponding 
revenue is recognized. 
 
Finance and administration costs were $65,011 compared to $95,498 
for the same quarter last year. This represents a 32% reduction over 
the same quarter last year. The Company reduced its expenditures in 
every finance and administration category with the exception of 
insurance, which is higher than in 2003. The Company also 
experienced a small foreign currency conversion gain in the period.  
 
Amortization was 9% lower than in the same period of 2003 because 
assets are becoming fully depreciated. 
 
Interest on debt was 18% lower than in the same period in 2003 as a 
result of a general reduction in the amount of long-term debt. 
 
INFLATION, RISK AND FOREIGN EXCHANGE 
The impact of inflation on the Company’s operations has been minimal 
and is expected to be minimal in the next few years. Virtually all of the 
company’s sales were made in Canadian Dollars in the period. The 
Company anticipates that this will continue and therefore anticipates 
that it will not be exposed to any foreign exchange conversion risk 
 
LIQUIDITY AND CAPITAL RESOURCES 
Since inception, the Company has financed its operations and capital 
expenditures primarily through equity offerings, long term debt and, to 
a lesser extent, third-party (including government-sponsored) research 
grants.  In recent years, product sales have started to be significant, 
thereby partially reducing the reliance on external sources of capital. 
 
At March 31, 2004, Fytokem had cash and cash equivalents of 
$37,119 and accounts receivable of $48,807. Working capital, current 
assets less current liabilities was ($284,497), $7,351 lower than the 
working capital at December 31, 2003.  If deferred marketing revenue 
and the corresponding deferred marketing expenses, which does not 
involve cash, were eliminated from current liabilities and current assets 
respectively, the working capital would have been ($61,961) at March 
31, 2004. 
 
The Company’s growing sales revenues are not yet sufficient to fund 
all operating activities, and the Company is not entirely confident that 
its existing capital resources, plus anticipated cash flows, will be 
adequate to satisfy its anticipated cash requirements for its operations 
for the next 12 months. The Company expects that it will be necessary 
to further reduce expenditures and/or seek additional debt or equity 
financing in the near future to fund its operations. It is also expected 
that any expansion of its research and development and marketing 
activities would be financed through additional debt or equity financing. 
If financing is not available to the Company on favorable terms, this 
may severely affect the Company’s continued growth. 
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FYTOKEM PRODUCTS INC. 
BALANCE SHEETS 
March 31, 2004 and December 31, 2003 
(Unaudited) 
 
    March 31, 2004  December 31, 2003 
CURRENT ASSETS 
 Cash and temporary investments  $             37,119   $              53,278 
 Accounts receivable                 48,807  72,191 
 Inventory               174,227                  208,624 
 Prepaid expenses                 12,520                    22,187 
 Current portion of deferred 
        marketing costs                 47,464                    63,285 
                 320,137                  409,565 
  
DEFERRED FINANCE CHARGES                   4,184                      5,039 
EQUIPMENT - NET               115,408                  125,408 
    $           439,729   $             540,012 
 
 
CURRENT LIABILITIES 
 Accounts payable and accruals  $           153,440   $             145,612 
 Current portion of deferred 
     marketing revenue               270,000                  360,000 
 Current portion long term debt               181,194                  181,099 
                 604,634                  686,711 
 
 
LONG TERM DEBT               350,461                  369,097 
 
SHAREHOLDERS' EQUITY 
 Share capital            3,775,949                3,775,949 
 Preferred shares               244,221                   244,221 
 Equity portion of convertible debt                 63,984                     63,984 
 Deficit           (4,599,520)              (4,599,950) 
                (515,366)                 (515,796) 
 
    $            439,729   $             540,012 
 
 
See accompanying notes 
 
On behalf of the Board: 
 
“Peter Oliver ”    “Jim Yuel ” 
 
PETER OLIVER    JIM YUEL 
Director Director 
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FYTOKEM PRODUCTS INC. 
STATEMENTS OFINCOME (LOSS) AND DEFICIT 
(Unaudited) 
 
 
    Three months ended 
    March 31 
 
                  2004                2003 
REVENUE  
 Sales $        102,685 $        129,226 
 Cost of Sales             33,612              38,165 
 Gross margin             69,073              91,061 
 
 Project revenue               4,411              25,230 
 Marketing agreement revenue             90,000              90,000 
 Other revenue                      1                1,437 
             163,485            207,728 
 
EXPENSES 
 Product development             35,937            138,056 
 Marketing             35,308              55,332 
 Finance & administration             65,011              95,498 
 Amortization             10,000              11,007 
 Interest on debt             16,799              20,575 
             163,055            320,468 
  
NET INCOME (LOSS) $               430 $       (112,740) 
 
DEFICIT, BEGINNING OF PERIOD        4,599,950         4,455,868 
 
DEFICIT, END OF PERIOD $     4,599,520 $     4,568,608 
 
INCOME (LOSS) PER SHARE $               0.00 $              (0.01) 
 
 
See accompanying notes 
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FYTOKEM PRODUCTS INC. 
STATEMENTS OF CASH FLOWS 
(Unaudited) 
 
   Three months ended 
    March 31 
 
                    2004                2003 
CASH FLOWS FROM (USED IN) 
OPERATING ACTIVITIES 
Net income (loss) $                 430 $       (112,740) 
Items not affecting cash  
 Depreciation and amortization               10,000              11,007 
 Non-cash interest expense                 3,791                8,286 
 Non-cash marketing expense               15,822                4,954 
 Non-cash marketing revenue             (90,000)             (90,000) 
               (59,957)          (178,493) 
Changes in non-cash working capital 
 Accounts receivable               23,384             (93,405) 
 Inventory               34,397           (182,653) 
 Prepaid expenses                  (333)                5,830 
 Accounts payable and accruals                 7,828          (173,066) 
 Marketing agreement costs                         -            (11,583) 
Cash flows from (used in) operating activities                 5,319          (633,370) 
 
CASH FLOWS FROM (USED IN) 
INVESTING ACTIVITIES 
Acquisition of equipment                         -              (3,349) 
Cash flows used in investing activities                         -              (3,349) 
  
CASH FLOWS FROM (USED IN) 
INVESTING ACTIVITIES 
Repayment of long term debt             (21,478)           (28,453) 
Cash flows used in financing activities             (21,478)           (28,453) 

  
NET INCREASE (DECREASE) IN CASH             (16,159)          (665,172) 
 
CASH POSITION, BEGINNING OF PERIOD               53,278            780,479 
CASH POSITION, END OF PERIOD $            37,119 $        115,307 
 
REPRESENTED BY: 
Cash   $            37,078  $          88,403 
Temporary Investments                     41              26,904 
   $            37,119  $        115,307 
 
Interest Paid $            13,009  $          12,289 
 
 
See accompanying notes 
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FYTOKEM PRODUCTS INC. 
NOTES TO INTERIM FINANCIAL STATEMENTS 
 
Three Months Ended March 31, 2004 (Unaudited) 

 
1. BASIS OF PRESENTATION 
 
 The accompanying unaudited interim financial statements have 

been prepared by management in accordance with Canadian 
generally accepted accounting principles for interim financial 
statements. The accounting policies used in the preparation of 
these interim financial statements are consistent with the 
Company’s most recent audited financial statements for the year 
ended December 31, 2003. These interim financial statements 
and notes do not include all disclosures required for annual 
financial statements and should be read in conjunction with the 
annual audited financial statements of the Company. 

 
 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. Interim results are not necessarily indicative of results for a 
full year. 

 
2. SHARE CAPITAL 
 

a) Issued and Outstanding 
 

i. Common Shares 
 
 

Date 

    Common  
      Shares  
       Issued 

  
Net 

Proceeds 
Balance, December 31, 2003 
& March 31, 2004 

 
15,363,121 

  
$3,775,949 

 
ii. Series A Preferred Shares 

 
 

Date 

  Preferred 
Shares 
Issued 

  
Net 

Proceeds 
Balance, December 31, 2003 
& March 31, 2004 

 
250,000 

  
$ 244,221 

 
b) Stock Options 

Stock option transactions and the number of stock options 
outstanding with respect to the Company’s Stock Option 
Plan are summarized as follows: 

a)  
 
 
 
Date 

 
Number of 
   Options  

Outstanding  

Weighted 
Average 
Exercise 

  Price   
Balance, December 31, 2003 
& March 31, 2004 

 
   750,000 

  
         $0.20 

 
The stock options expire at various dates between June 
10, 2004 and November 18, 2007. 
 
As permitted by CICA Handbook Section 3870 Stock-
Based Compensation and Other Stock-Based Payments, 
the company has adopted the disclosure only provisions 
of Section 3870 for disclosing compensation cost based 
on the fair value accounting method for options granted to 
employees and directors. No compensation expense is 
recognized when stock options are granted to employees 
and directors, as the exercise price of each option 
approximates the market price on the date immediately 
preceding the grant. The following pro forma financial 
information presents the net income (loss) and net 
income (loss) per common share had the Company 
recognized stock based compensation for options 
awarded and vested during the three months period 
ended March 31, 2004.  

 
 
 
Three Months Ended March 31, 2004 (Unaudited) 
 

 
 
 Three months 

ended 
March 31, 2004 

Net income for the period as reported 
Compensation expense under CICA 3870 

$           430 
- 

Pro forma net loss $          430 
Pro forma net income per share $0.00 
 
Under the transitional provisions of Section 3870, 
comparative figures are not required. 
 
The fair value of each option grant is estimated as of the 
date of the grant using the Black-Scholes options 
pricing model, using the following weighted average 
assumptions, resulting in a weighted average fair vale of 
$0.09 per option: 
 
Expected volatility 127.17% 
Risk-free interest rate 4.25% 
Expected life of options in years 5.00 
Expected divided yield 0.00% 
 

3.  COMPARATIVE FIGURES 
 
Certain  of  the  prior  year's  figures  have  been  reclassified  to 
conform to the current year's presentation. 
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 FYTOKEM PRODUCTS INC. 
 
101-110 Research Drive 
Saskatoon, Saskatchewan S7N 3R3 
Telephone:  (306) 668-2552 
Fax:  (306) 978-2436 
Toll Free:  (877) 457-3986 
Email:  fytokem@fytokem.com 
www.fytokem.com 

STOCK INFORMATION 
 
TSX Venture Exchange (TSX) 
Stock Symbol:  FYT 
 
 
 
 
 

TRANSFER AGENT & REGISTRAR
 
CIBC Mellon Trust Company 
600 The Dome Tower 
333-7th Avenue SW 
Calgary, Alberta T2P 2Z1 
Telephone:  (403) 232-2413 
Fax:  (403) 264-2100 
 

INVESTOR RELATIONS 
 
Mr. Art Hesje 
President & CEO 
(306) 668-2552 
Email:  ahesje@fytokem.com 
 
 
 


