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CV Technologies Inc. 
Consolidated Statements of Income (Loss) 

(Unaudited – Prepared by Management) 
 

  Three months ended 
 June 30  Nine months ended 

June 30 

  2004 2003  2004 2003 
  

 
Product sales $  1,071,086 $    268,613  $ 3,701,171 $ 1,241,358 
       
Direct costs      
 Product costs 286,669 83,713  982,797 438,109 
 Freight  44,696 2,633  155,726 10,161 
 Commissions and brokerage          49,368                   -        221,829                  - 
         380,733       83,346     1,360,352      448,270 
      
Gross margin (64.5%, 67.9%; 63.2%, 63.9%)        690,353       182,267     2,340,819       793,088 
       
Other revenue      
 Interest 793 80  1617 145 
 Licenses & Royalties - -  - 30,000 
 Rental - 42,000  - 118,000 
 Research and development assistance                    -                   -          40,000                   - 
                793         42,080          41,617       148,145 
       
Operating expenses      
 Advertising and marketing 109,362 192,855  381,743 369,984 
 Amortization 25,674 13,342  72,743 41,196 
 Bad debt (recovery) (1,342) -  (1,342) - 
 Business promotions & donations 27,929 4,814  53,093 9,357 
 Consulting fees 16,375 40,905  29,921 114,235 
 Insurance and licenses 19,619 14,471  53,824 42,926 
 Interest and bank charges 12,877 1,682  31,815 10,547 
 Interest on long term debt - 6,791  - 20,033 
 Office and occupancy 70,150 50,326  219,493 141,863 
 Professional fees 9,848 20,697  82,475 45,974 
 Public and investor relations 5,351 31,144  152,967 83,444 
 Quality control, clinical research and 

development 151,705 55,564  485,444 230,127 
 Salaries and employee benefits 237,230 175,627  770,354 519,710 
 Travel          62,062          33,248        118,483         52,582 
         746,840       641,466     2,451,013    1,681,978 
       
Other operating expenses      
 Loss on disposal of materials - 56,277  - 134,295 
 Write down of expired inventory                    -          10,654                   -         21,791 
Loss before non-controlling interest share of 
loss (55,694) (484,050)  (68,577) (896,831) 
       
Non-controlling interest share of loss              763           7,116          10,008         35,983 
       
Net loss $    (54,931) $  (476,934)  $    (58,569) $ (860,848) 
       



 

See accompanying notes to the consolidated financial statements 
 

 
 

  

CV Technologies Inc. 
Consolidated Statements of Deficit 

(Unaudited – Prepared by Management) 
 

  Three months ended 
June 30  Nine months ended 

June 30 

  2004 2003  2004 2003 
  

 
Deficit, beginning of period $ (14,774,622) $ (13,358,970)  $ (14,770,984) $ (12,975,056) 
Net income (loss)           (54,931)          (476,934)              (58,569)          (860,848) 
Deficit, end of year $ (14,829,553) $  (13,835,904)  $ (14,829,553) $ (13,835,904) 
      
      
Loss per share       
 Basic loss per share $  (0.0007) $        (0.0071)  $  (0.0007) $        (0.0127) 
 Diluted loss per share $  (0.0006) (0.0071)  $  (0.0007) (0.0127) 
       

 
Weighted average number of 
shares outstanding      
 Basic 84,237,046 67,552,563  84,237,046 67,552,563 
 Diluted 86,991,613 67,552,563  86,991,613 67,552,563 
      
 
The calculation of diluted loss per share in the prior year produced anti-dilutive results. 

 
 
 
 
 
 
 
 
 
 

 
 
 



 

See accompanying notes to the consolidated financial statements 
 

 
 

  

CV Technologies Inc. 
Consolidated Balance Sheets 

(Unaudited – Prepared by Management) 
   June 30, September 30, 

   2004  2003 
(audited)     

 
 
Assets 
Current 
 Cash and cash equivalents (Note 3) $ - $ - 
 Receivables  699,295  247,040 
 Inventory  1,784,402  426,002 
 Prepaids  195,409  68,377 
   2,679,106  741,419 
 
Patents and registered trademarks (Note 4)  844,618  838,008 
Capital assets (Note 5)  164,922  64,224 
Deferred development costs  1,808,006  1,808,006 
 
  $ 5,496,652 $ 3,451,657 
 
 
 
Liabilities 
Current 
 Bank indebtedness (Note 6) $ 239,300 $ 17,172 
 Payables and accruals   770,390  229,070 
 Current portion of debentures payable (Note 7)  -  283,140 
 Obligation under capital lease  29,535  - 
   1,039,225  529,382 
 
Deferred license revenue  30,000  30,000 
Deferred lease inducement  38,649  - 
   1,107,874  559,382 
 
Non-controlling interest (Note 8)  395,346  405,354 
 
Shareholders’ Equity 
Capital stock (Note 9)  18,806,667  17,257,905 
Contributed surplus (Note 15)  16,318  - 
Deficit  (14,829,553)  (14,770,984) 
   3,993,432  2,486,921 
 
  $ 5,496,652 $ 3,451,657 
 
 
 
 
 
   



 

See accompanying notes to the consolidated financial statements 
 

 
 

  

CV Technologies Inc. 
Consolidated Statements of Cash Flows 

(Unaudited – Prepared by Management) 
 

  Three months ended 
June 30  Nine months ended 

June 30 

  2004 2003  2004 2003 
 

 
Increase (decrease) in cash and cash 
equivalents      
       
Operating      
 Net income (loss) $ (54,931) $  (476,934)  $    (58,569) $ (860,848) 
 Amortization 25,674 43,725  72,743 136,659 
 Non-controlling interest share of loss (763) (7,116)  (10,008) (35,983) 
 Accrued stock compensation expenses 12,202 -  16,318 - 
 Accrued lease inducement 15,982 -  39,982 - 
 Leased inducement (1,333) -  (1,333) - 
 Accrued debenture interest 7,502 -  21,957 - 
 Accrued interest                    -                   -               188                  - 
  4,333 (440,325)  81,278 (760,172) 
       
 Change in non-cash operating working 

capital      
   Receivables (214,552) (7,546)  (452,253) (92,472) 
   Inventory 62,930 231,593  (1,358,400) 346,804 
   Prepaids 44,439  18,164  (127,032) (8,070) 
   Payables and accruals      (365,654)         26,570        541,320    (143,224) 
       (468,504)     (171,544)   (1,315,087)    (657,134) 
Financing      
 Advances for capital lease 17,034 -  32,014 - 
 Repayment of capital lease (1,285) (983)  (2,667) (17,166) 
 Issuance of debentures - 6,791  - 19,876 
 Issuance of capital stock, net          14,499        573,391    1,243,664    1,363,391 
           30,248        579,199    1,273,011    1,366,101 
       
Investing      
 Purchase of capital assets  (35,572) (37,213)  (124,078) (82,213) 
 Purchase of patents and registered 

trademarks        (30,298)         (3,724)       (55,974)      (47,044) 
         (65,870)       (40,937)     (180,052)     (129,257) 
      
Increase (decrease) in cash and cash 
equivalents (504,126) 366,718  (222,128) 579,710 
       
Cash and cash equivalents (bank 
indebtedness) (Note 10)      
 Beginning of period        284,826        223,449       (17,172)         10,457 
 End of period $   (239,300) $    590,167  $  (239,300) $    590,167 
       
 
Supplemental cash flow information (Note 10) 



 

 

  

CV Technologies Inc. 
Notes to the Consolidated Financial Statements 

(Unaudited – Prepared by Management) 
June 30, 2004 

 
1. Nature of operations and going concern 
 
CV Technologies Inc. is a publicly owned company that develops and sells biopharmaceutical 
and health supplement products.  It is incorporated under the Business Corporations Act 
(Alberta), and trades on the TSX Venture Exchange under the symbol “CVQ”. 
 
These consolidated financial statements have been prepared on the basis of accounting 
principles applicable to a going concern, which assume that the Company will continue 
operations for the foreseeable future and will be able to realize its assets and discharge its 
liabilities in the normal course of operations. 
 
These consolidated financial statements do not reflect the adjustments, if any, which might be 
necessary if the Company were not able to continue as a going concern, in which case the net 
realizable value of the Company’s assets may be substantially less than the amounts recorded.  
 
 
2. Significant accounting policies 
 
The consolidated financial statements of the company have been prepared by management in 
accordance with Canadian generally accepted accounting principles.  The preparation of 
consolidated financial statements in conformity with Canadian generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts 
reported in the consolidated financial statements and accompanying notes.  Actual results could 
differ from those estimates.  The consolidated financial statements have, in management’s 
opinion, been properly prepared using careful judgment with reasonable limits of materiality.  
These interim consolidated financial statements should be read in conjunction with the most 
recent annual consolidated financial statements.  The significant accounting policies follow that 
of the most recently reported annual consolidated financial statements. 
 
 
3. Cash and cash equivalents 
 
Included in cash and cash equivalents is $13,279 (September 30, 2003 - $61,455) that has been 
converted at the current rate in effect as of the balance sheet date, 0.1725 (2003 - 0.1747).  In 
the books of the Company’s subsidiary, this amount is denominated in Hong Kong currency. 
 



 

 

  

CV Technologies Inc. 
Notes to the Consolidated Financial Statements 

(Unaudited – Prepared by Management) 
June 30, 2004 

 
4. Patents and registered trademarks  
             June 30, September 30, 
        2004  2003 
 
      Accumulated  Net  Net 
    Cost Amortization  Book Value  Book Value 
 
Patents  $ 1,158,981 $ 378,311 $ 780,670 $ 794,404 
Registered trademarks  105,326  41,378  63,948  44,604 
 

   $ 1,264,307 $ 419,689 $ 844,618 $ 838,008 
 
 
 
5. Capital assets 
        June 30, September 30, 
        2004  2003 
 
     Accumulated  Net  Net 
    Cost Amortization  Book Value  Book Value 
 

Furniture and equipment  $ 125,002 $ 65,104 $ 59,898 $ 18,532 
Computer hardware  81,962  13,619  68,343  14,695 
Computer software  65,071  28,390  36,681  30,997 
   $ 272,035 $ 107,113 $ 164,922 $ 64,224 
 
 
6. Bank indebtedness 
 
The Company has available to it an operating line up to a maximum of $1,000,000 based on 
accounts receivable, inventory, and research & development scientific tax credits.  As of June 
30, 2004, the Company had drawn $239,300 on the line (September 30, 2003 - $nil). The 
operating line bears interest at Royal Bank of Canada prime rate plus 1.55% per annum and is 
repayable on demand.  The collateral security lodged by the Company to support the operating 
line is a General Security Agreement. 
 
 
 
7. Debentures 
 
The Company had debentures outstanding to a director of the Company in the amount of 
$250,000, bearing interest at a rate of 10% per annum compounded monthly.  During the 
quarter, the principal amount of the debenture and accrued interest was converted into 
3,050,977 common shares of the Company at a price of $0.10.  Details of the debentures are as 
follows: 
 
     Accrued 
Issue Date Maturity Date  Amount  Interest  Total 
 

June 26, 2002 June 25, 2004 $ 250,000 $ 55,097 $ 305,097 
 



 

 

  

CV Technologies Inc. 
Notes to the Consolidated Financial Statements 

(Unaudited – Prepared by Management) 
June 30, 2004 

 
8. Non-controlling interest 
 
Non-controlling interest represents the equity interest of the minority shareholders in the 
Company’s subsidiary, ChemBioPrint Asia Limited. 
 
 
9. Capital stock 
 
Authorized: 
 Unlimited number of Class A voting common shares 
 Unlimited number of Class P preferred shares, 
 voting rights to be determined prior to first issue 
 
Issued and outstanding: 
 
Class A common shares  Shares  Amount 
 
Balance September 30, 2002  62,788,160  15,866,513 
Private placements issued for cash consideration  13,925,000  1,334,392 
Exercise of options  270,000  27,000 
Exercise of warrants  300,000  30,000 
 
Balance September 30, 2003  77,283,160 $ 17,257,905 
Exercise of options  480,689  87,327 
Exercise of warrants  10,638,375  1,156,337 
Exercise of convertible debenture     3,050,977            305,098 
Balance June 30, 2004  91,453,201  18,806,667 
 
Stock options 
 
The Company has adopted a stock option plan that permits the Board of Directors to grant to 
employees, officers and directors options to purchase from Treasury up to 15,392,632 common 
shares.  Options issued after the listing of the Company on the TSX Venture Exchange shall 
have an exercise price not less than the minimum price required by the TSX Venture Exchange. 
 
As at June 30, 2004 there are 16,774,444 (September 30, 2003 – 13,139,606) stock options 
outstanding, exercisable at prices ranging from $0.10 to $0.74 that expire between September 8, 
2004 and May 21, 2009.   
 
 



 

 

  

CV Technologies Inc. 
Notes to the Consolidated Financial Statements 

(Unaudited – Prepared by Management) 
June 30, 2004 

 
9. Capital stock (cont’d) 
 
Stock options (cont’d) 
 
A summary of the status of the Company’s stock options as of June 30, 2004 and September 30, 
2003 is presented below: 
 

Period Ended  Year Ended 
June 30, 2004  September 30, 2003 

 

      Weighted-    Weighted- 
      Average    Average 
      Exercise    Exercise 
    Shares  Price  Shares  Price 
 

Outstanding, 
  beginning of period / year  13,139,606  0.1743  3,368,648  0.3680 
Granted   7,730,527  0.6927  12,780,658  0.1582 
Reinstated  10,000  0.2500  -  - 
Exercised  (480,689)  0.2046       (270,000)  0.1000 
Expired   (3,625,000)  -  (2,739,700)  0.3443 
Outstanding, end of period / year  16,774,444  0.2368  13,139,606  0.1743 
 
Exercisable, end of period / year  1,163,259     1,708,948 
 
All options granted prior to the 2003 fiscal year vested immediately.  The following vesting matrix 
applies to all stock options granted after the 2002 fiscal year: 
 

Percentage Gross Annual Sales Common Stock Price 
   

25% $  5,000,000 $0.50 
50% $10,000,000 $1.00 
75% $15,000,000 $2.00 

100% $20,000,000 $3.00 
 
The following table summarizes information about the stock options outstanding at June 30, 
2004: 
 

Exercise Price 
Number 

Outstanding 
Remaining 

Contractual Life 
Number 

Exercisable 
  (years)  

    

0.1000 250,000 2.92 250,000 
0.1500 9,490,658 3.83 - 
0.2000 607,759 4.00 217,759 
0.2300 240,000 2.00 240,000 
0.3000 50,000 1.58 50,000 
0.5900 500,000 4.92 - 
0.6400 30,000 4.58 - 
0.7100 1,550,000 4.50 - 
0.7200      405,500 0.75      405,500 
0.7400      3,650,527 4.83                     - 

 16,774,444  1,163,259 



 

 

  

CV Technologies Inc. 
Notes to the Consolidated Financial Statements 

(Unaudited – Prepared by Management) 
June 30, 2004 

 
9. Capital stock (cont’d) 
 
Warrants 
 
The Company has 3,870,000 warrants outstanding at June 30, 2004 (September 30, 2003 – 
14,508,375). These warrants are convertible at the option of the holder into common shares at a 
price ranging from $0.10 to $0.12 per share and expire November 29, 2004 to May 13, 2005. 
 
A summary of the status of the Company’s warrants as of June 30, 2004 and September 30, 
2003, and changes during the periods ending on those dates is presented below: 
    
  
 Period Ended 

June 30, 2004 
Year Ended 

September 30, 2003 
  

 
 

Shares 

Weighted- 
Average 
Exercise 

Price 

 
 
 

Shares 

Weighted- 
Average 
Exercise 

Price 
Outstanding, 
 beginning of period / year 

14,508,375 0.1112 1,053,375 0.1498 

Granted - - 13,755,000 0.1080 
Exercised   (10,638,375) 0.1074      (300,000) 0.1000 
Outstanding, end of period / year 3,870,000 0.1181 14,508,375 0.1112 

Exercisable, end of period / year 3,870,000  14,508,375  

 
 
The following table summarizes information about the warrants outstanding at June 30, 2004: 
 

Exercise Price 
Number 

Outstanding 
Remaining 

Contractual Life  
Number 

Exercisable 
  (years)  
    

0.1000 370,000 0.40 370,000 
0.1200     3,500,000 0.91      3,500,000 
 3,870,000  3,870,000 



 

 

  

CV Technologies Inc. 
Notes to the Consolidated Financial Statements 

(Unaudited – Prepared by Management) 
June 30, 2004 

 
10. Supplemental cash flow information 
   2004  2003 
 
Interest paid $ 31,815 $          14.703  
 
 
 
11. Commitments and contingencies 
 
a) The Company has an agreement with the National Research Council of Canada to obtain 

up to $495,000 in assistance for research and development expenditures.  During fiscal 
2004, $nil (2003 - $nil) of this assistance was received.  As of September 30, 2003, all 
assistance under this agreement had been received. 

 
 The Company is obliged to repay the financial assistance by way of 1.5% of the 

Company’s gross revenues, which commenced April 1, 2003, up to a maximum of 
$742,000, which is 150% of the original contribution amount.  The obligation to pay 
terminates at the earlier of the full repayment of the $742,000 or 10 years after the start of 
the repayment period.  The Company is not obliged to repay any of the grants received 
should the Company have no future revenues on product sales.  A total of $55,753 has 
been accrued to date and included in payables and accruals. 

 
b) The Company has an agreement with AVAC Ltd. to obtain up to $525,000 in assistance to 

fund continued development of the proprietary ChemBioPrint technology platform and 
CVT-E002.  As at June 30, 2004, $8,333 (2003 - $8,333) of assistance is still available to 
the Company.   

 
The Company is obliged to repay the financial assistance by way of 1.5% of the 
Company’s gross revenues after January 1, 2002 up to a maximum of $1,050,000, which 
is 200% of the original contribution amount.  The Company is not obliged to repay any of 
the assistance received should the Company have no future revenues on product sales.  
A total of $55,753 has been accrued to date and included in payables and accruals. 

 
c) The Company has entered into an agreement to lease new premises in Calgary, Alberta 

requiring minimum annual lease payments of $77,048 for the next five years.  In addition, 
the Company must pay a proportionate share of common area costs.  The initial lease 
term expires April 30, 2009 with a renewal period extending to April 30, 2013.  

 
d) The Company has entered into an agreement to lease new premises in Edmonton, Alberta 

requiring minimum annual lease payments of $47,234 for the next five years.  In addition, 
the Company must pay a proportionate share of common area costs.  The initial lease 
term expires April 30, 2009. 



 

 

  

CV Technologies Inc. 
Notes to the Consolidated Financial Statements 

(Unaudited – Prepared by Management) 
June 30, 2004 

 
 
12. Joint venture  
 
On October 29, 2002 the Company entered into a joint venture with Centaur Pharmaceuticals, a 
private company, in the creation of Vet Ex Inc.  The joint venture, in which the Company holds a 
60% interest, has licensed the veterinary rights for the Company’s nutraceutical products and 
ChemBioPrint technology. 
 
The Company has recorded its interest in Vet Ex Inc. using the proportionate consolidation 
method.  The following table summarizes the Company’s share of the assets, expenses and 
cash flows of Vet Ex Inc. included in these consolidated financial statements. 
 
Assets   June 30, 2004 
  
Current 
 Cash and cash equivalents   $ 22,567 
 Inventory    15,388 
  
    $ 37,955 
 
 
Revenue, expenses and cash flows for the period October 1, 2003 to June 30, 2004 
 
Revenue   $ 1,107 
 
Expenses 
 Selling, general and administrative   $ 24 
 
Cash flows 
 Cash flows from operating activities   $ 1,083 
 
 
 
13. Subsequent events 
 
Subsequent to the period, 50,000 options were granted to a director of the Company. 



 

 

  

CV Technologies Inc. 
Notes to the Consolidated Financial Statements 

(Unaudited – Prepared by Management) 
June 30, 2004 

 
14. Stock-based compensation 
 
The following pro forma financial information presents the net income and net earning per share 
had the Company elected to recognize stock-based compensation using the fair value 
methodology. The pro forma disclosure omits the effect of awards granted before the years 
beginning October 1, 2002.  There was no compensation cost recorded from the options granted 
to employees. 
 

Nine Months 
Ended 

June 30, 
      2004 
 
 Net loss for the period as reported   $ (58,569) 
 Compensation expense   $ 205,672 
 Pro forma net loss   $ (264,241) 
 Pro forma basic loss per share   $   (0.0031) 
 Pro forma diluted loss per share   $   (0.0030) 
 
 
The Company uses the Black-Scholes option-pricing model to estimate the fair value of the 
options granted to employees during the period ended June 30, 2004.  The following weighted 
average assumptions were used for the period ended June 30, 2004, resulting in a fair value of 
$0.44 per option: 
 
 Dividend yield    0.00% 
 Volatility    115.2% 
 Risk free interest rate    4.25% 
 Expected life (years)    3 years 
 
Option pricing models require the input of highly subjective assumptions including the expected 
price volatility.  Changes in the subjective input assumptions can materially affect the fair value 
estimate, and therefore the existing models do not necessarily provide a reliable single measure 
of the fair value of the Company’s stock options.  

 
  
15. Contributed surplus 
 
Contributed surplus represent the fair value of stock based compensation granted to non-
employees.  
 
 
 
16. Comparative figures 
 
Certain prior period figures have been reclassified to conform to the current period’s 
presentation. 


