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ANNEX B

List of Information made public, filed or dlstr.nbuted 2085 3 WY < -

0

DOCSMTL: 2215716k L

R LR
by the Company since January 1, 2006 "FfLE Vs
Ny NI £ ,
?IP R F' ( f
p . Ko il
. T 3
TYPE OF DOCUMENT MADE DATE OF DOCUMENT / -
PUBLIC, FILED OR-DISTRIBUTED * FILING DATE FILED WiTH Tab
. . . . .|
1. Press Releases regarding material changes in the Company’s affalrs‘ 1
L .
News release Oct. 18. 2006 Provincial securities
’ regl:latory authorities A
‘ | 1 1 .
, Provincial securities
News release Oct. 10, 2006 / Oct. 11, 2006 Yol S B
regt:latory:aulllorltles
I .
News release Sep. 19, 2006 Provincial securities
’ regu||at0ry authorities IC
T o
News release Sep. 11,2006 Provincial securities
7 regullatory authorities 1D
|- =ews release May 2. 2006 Pro‘vin;cial' securities
- Y regullatory authorities IE
| .
News release May 2, 2006 Provincial securities
’ regullatory authorities IF
T
News release Mar. 15. 2006 PrOYInCIﬂI'SEClII’IFlES-
’ regullatory authorities 1G
1 \
News release Feb. 28. 2006 PrO\!fin;cial'securities
DR regullatory authorities IH
I, »
News release Feb. 23. 2006 PFOYIlllClaf'SEClIFIFI.es
! regullatory authorities 1
2. Material Change Reports ‘ L 2
I y
Material change report Oct. 18. 2006 Provincial securities
’ regu%atpry authorities 2
3. Business Acquisition Reports l 3
L. ..
Business Acquisition report Feb. 21. 2006 / Feb. 22. 2006 Provincial securities
’ ’ regulatory authorities 3
~ |
a \‘ I 1
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: ( TYPE OEDOCUMENT MADE | - DATE OF DOCUMENT /

] 1
T X

(Period ending June 30, 2006)

regutlatory authorities

- - IFILED WITH TAB
PUBLIC, FILED OR DISTRIBUTED FILING DATE o
4. Annual Report which includes Annual Financial Statements, a repolrt of the Company’s 4
activities over past fiscal year, and annual management’s discussion‘and analysis
L. .
Annual report Feb. 27, 2006 / Mar. 30, 2006 Proyincial securities 4A
' ’ regullatlory authorities
_— . P
] Certification of annual filings by ) 5 Provincial securities
CEO (Form 52-109F1) Mar. 30, 2006 regulatory authorities 4B
N . R
Certification of annuat filings by . Provincial securities
CFO (Form 52-109F1) Mar. 30, 2006 regu:latory authorities 4C
5. Annual Information Form (AIF) 5
. . e
Annual information form Mar. 30, 2006 Proyincial securities 5
regullatory authorities
g | ‘
6. Notice of Meetings, Management Proxy and Information Circulars, F|or'ms of Proxy, etc. 6
.. "
Form of proxy Provincial securities
Mar. 30, 2006 regullatory authorities 6A
= v |
[ PO
Managen'lent proxy and Mar. 10, 2006 / Mar. 30, 2006 ProymiClaIisecun-tlfas 6B
information circular regullatory authorities
P
Notice of meeting Mar. 10, 2006 / Mar. 30, 2006 Proyincial securities
T ’ regt&}atory authorities 6C
. : b o
Notice of the meeting and record Feb. 9, 2006 Provincial securlFlfes 6D
date regullatory authorities
7. Voting Results from Meeting ‘ 7
Report of voting results May 3, 2006 / May, 4 2006 Provincial sccurities
: ? ’ regullatory authorities 7
8. Interim Financial Statements and MD&A (Quarterly Report) | Eo 8
.. .
MD&A — : Provinciallsecurities
(Period ending June 30,2006) | Aug 10,2006/ Aug. 11,2006 regulatory uthorities * | 8A
. ) | 4. "
Interim financial statements — Aug. 11,2006 Provincial securities -

@




"%, TYPE OF DOCUMENT MADE

DAiT‘E OF DOCUMENT /

FILED WITH

PUBLIC, FILED OR DISTRIBUTED FILING DATE Tag
I . ' A i |
Certification of interun filings by Pl‘O\’il‘lCia[ securities
CEO (Form 52-109F2) - Aug. 10,2006/ Aug. 11, 2006 restlatory authorities 8C
(Period ending June 30, 2006) shiaory:
Certification of interim filings by Proviﬁciall securities
CFO (Form 52-109F2) — Aug. 10,2006/ Aug. 11, 2006 resulatory authorities gD
(Period ending June 30, 2006) shiatory
. . ..
MD&A — Provincial securities .
(Period ending March 31, 2006) May 1, 2006/ May 2, 2006 regu:]at;ory authorities 8k
. . .. ..
Interim financial statements — Provincial securities
{Period ending March 31, 2006) May 2, 2006 regu}lmory authorities BF
Certification of interim filings by Provin§ci'\|‘ securities
CEO (Form 32-109F2) - May 1, 2006 / May 2, 2006 re ulator:f authorities 8G
(Period ending March 31, 2006) & ’
Certification of interim filings by Provircial securities
CFO (Form 52-109F2) — May 1, 2006 / May 2, 2006 reoulatory authorities 8H
(Period ending March 31, 2006) & | 24
23
9. Additional Documents sent to all the Securityholders { 9
AEIE
No document of this type was filed since January 1, 200‘6 : 9
10. Articles of Amendment, Restated Articles of Incorporation and Artiiclés of 10
Amalgamation ‘
No document of this type was filed since January 1, 200|6 ; 10
11. By-laws and all amendments thereto _ 11
’ |
No document of this type was filed since January 1, 200(? , 11
! !
12. Securityholder or voting trust agreements | 12
|
No document of this type was filed since January 1, 20016 ‘ 12
13. Securityholder rights plans and other similar plans : 13
|
No document of this type was filed since Janvary 1, 200? 13
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':(' TYPE OF DOCUMENT MADE

DATE OF DOCUMENT /

- ; . - TaB
PUBLIC, FILED OR DIS’I‘:R]_“B.I.JTED\; _ FILING DA I.E - D
14. Other contracts ol the issuer or a subsidiary of the issuer materially|affecting the rights 14
or obligations of its securityholders generally
i
No document of this type was filed since January 1, 200‘6 ‘ 14
15. Other Material Contracts 15
. .‘ ) -
Stock Purchase Agreement Dec. §, 2005/ Mar, 30. 2006 Provincial _secqunes . 15
regullatory authorities
16. Code of conduct (Code of Ethics) 16
U
Code of conduct (Code of Ethics) | Jan. 13,2006 / Mar. 30, 2006 | Frovineial securities 16
regu|lalory authorities
17. Annual Return o 17
Federal annual return (French — '
Brief description in English | N/A Industry|Canada / 17A
: Corporations Canada
attached) ‘
Guebec annual return (French — 7
Brief description in English | Nov. 11, 2005 / Mar. 1, 2006 | Enterprise Registrar 178
attached) ‘
—
18. Notices regarding changes of directors and officers and registered oi"ﬁc:e 18
%
Changes regarding directors Industry Canada /
Federal notice Apr. 3, 2006 Corp:orations Canada 184
Changes regarding directors ‘ '
Quebec notice (French — N I
Brief description in English Apr. 3,2006/ Apr. 21, 2006 | Enterprise Registrar 18B
attached) |
19. Stock option plans and any material amendments thereto 19
| .
No document of this type was filed since January 1, 2006I S 19
20. Material contracts referred to in prospectus filings 20
No document of this type was filed since January 1, 20061 ' 20
21. Material contracts referred to in Annual Information Form 21
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Y TYPE OF DOCUMENT MADE

[F .

" DATE OF DOCUMENT /

FILED WITH'

regl‘lIatory‘authorities

PUBLIC, FILED OR DISTRIBUTED FILING DATE IAB
; | ,
. . |
No document of this type was filed since January 1, 200|6 21
22. Notices and reports sent to security holders generally ‘ 12
k]
. f
No documeint of this type was filed since January 1, 200}6 22
23. Other material document% not required to be sent to secu rityholderls but made public 23
.. "
P al t
Short form prospectus Sep. 28, 2006 royincial securinies 23
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PRESS RELEASE
IFOR IMMEDIATE RELEASE

| -
Atriuin Completes C$62 Million Bought Deal Secondary
Offerjng o

oo
1 i

This reléase is intended for distribution in Canada only and is not mtended for distribution to
United States newswire services or for dissemination in the United States

Quebec Canada, October 18, 2006 - Afrium Biotechnclogies Inc ("Atrium” or "the
Company TSX: ATB) today completed its previously- announcedf ‘bought deal” secondary
offering . of 3,930,000 subordmate voting shares at a price of C$15.80 per share, for total
proceeds to the selling shareholders of C$62 million. ! ; ‘
Lo
Of the 3,930; 000 shares, (3,485,000 shares were sold by Aterna Zentarls Inc. (TSX: AEZ;
. NASDAQ: AEZS), Atrium's [principal shareholder. The balance of 445 000 'shares were sold by
six senior officers of Atrlurn following the exercise by them of certain of their stock options, for
proceeds to Atrium of approxumately C$1.4 million. Luc Dupont| the President and Chief
Executive Officer of Atrium,|was not among the selling senior officers

The 3,930,000 subordinate|voting shares were sold to a syndicate of underwrlters led by RBC
Capitat Markets, and mcludlng National Bank Financial Inc., GMP Securltles L.P., Desjardins
Securities inc., HSBC Securities (Canada) Inc., Canaccord Capltal Corporatlon and Dundee
Securities Corporatlon !

Upen the closmg of the offenng Atrium's 11,052,996 remaining multlple voting shares were
automatically converted |nto subordinate voting shares on a one-for-one basis, in accordance
with Atrium’s articles. All of the multiple voting shares were owned by Aeterna Zentaris. Atrium
does not have any multiple votmg shares outstanding, and will not i |ssue any in the future,
As a result of the offering, there are 30,592,947 subordinate voting shares of Atrium issued and
outstanding. ' Of these, jAeterna Zentaris owns 11,052,996 subordmate voting shares,-
representing approxlmately 36% of all shares ouistanding. i |

. i
FEterna Zentaris has previously announced that prior to the end of 2008, |t intends, subject to
receiving regulatory and |other approvals, to distribute all of |ts remaining 11,052,996
subordinate voting shares of Atrium to its shareholders.

This press release shall not constitute an offer to sell or the sohmtatlon of an offer to buy any

securities in any jUFISdICt[Oﬂ The subordinate voting shares have not been registered under the
‘ . United States Securities Act of 1933, as amended, and, subject to certaln exceptlons may not
. be offered or sold within the United States. i

|
|
l |

|
l ]
o
?




About Atrium
Atrium Biotechnologies Inc is a leading developer, manufacturer and marketer of science-
based products for the cosmetlcs pharmaceutical, chemical and nutrltlon industries. Atrium
focuses primarily on growmg segments of the heaith and personal care markets which are
benefiting from the trends |towards healthy living and the ageing of the population. Atrium
markets: a broad portfolio of active ingredients, specialty chem[cals and health and nutrition
finished 'products through |ts highly specialized sales and marketmg network in more than 40
countries, primarily in North America, Europe and Asia. Atrium |has 500 employees and
operates three manufactunng facilities. Additional information about Atrium is available on its
Web site at www.atrium-bio Jcom. [

Cautionary Note and Forward-Looking Statements

This press release contains certarn forward-locking statements with respect to the Company. These
forward-looking statements, by their nature, necessarily involve risks and uncenamtres that could cause
actual results to differ matenally from those contemplated by these fonmard -looking statements. The
Company considers the assumpnons on which these forward-looking statements are based to be
reasonable, but cautions the reader that these assumptions regarding future events, many of which are
beyond its control, may ufrfmately prove lo be incorrect since they are subject to risks and uncertainties
that affect the Company. For additional information with respect to l‘hese:*E and other factors, see the
Company’'s quarterly and annual filings with the Canadian securities commissions. The Company
disclaims any intention or obligation to update or revise any forward-!ookmg statements, whether as a
result of new information, futuré events or otherwise, other than as required by law. |

Contacts:

Investor Relations: Media Relati}ons:

John Dempsey: Frédéric Tremblay

Vice President, Finance and Chief Financial Officer HKDP ,

(418) 652-1116 ext. 287 (514) 395-0375 ext. 234

jdempsey@atrium-bio.com firemblay@hkdp.qc.ca
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FOR IMMED!ATE RELEASE

Delay in Closing of Atrium Secondary Offering
N

This release is intended for distribution in Canada only and is not mtended for distribution to

United States newswire services or for dissemination in the United States |

Quebec, Canada, October 10, 2006 - Atrium Bsotechnologles Inc (“Atnum or "the
Company”, TSX: ATB) announces that the closing of its prevrously'—announced ‘bought deal”
secondary offering of 3, 930 000 subordinate voting shares, originally scheduled for October 10,
2006, has been delayed pending the receipt of one consent letter from the former auditors of
HVL Parent Incorporated, {acquired by Atrium in December 2005 relatlng to the financial
statements of HVYL Parent:Incorporated for its fiscal year ended September 30, 2005. The
closing is expected to take iplace within the next week, subject to the rrghts of the underwriters
under the terms of their agreement with Atrium and the selling secunty holders

This press release shall not constitute an offer to sell or the soItC|tat|10n of an offer to buy any
securities in any junsdrctuonl The subordinate voting shares have not béen reglstered under the
United States Securities Act of 1933, as amended, and, subject to certain exceptlons may not
be offered or sold within the United States.

i

i [

|
About Atrium : |
Atrium Biotechnologies lnc is a leading developer, manufacturer and marketer of science-
based products for the coemetlcs pharmaceutical, chemical and nutntlon industries. Atrium
focuses primarily on growing segments of the health and personal care markets which are
benefiting from the trendsstowards healthy living and the ageing of the population. Atrium
markets a broad portfolio of active ingredients, specialty chemrcals and |health and nutrition
~ finished products through ftS highly specialized sales and marketrng network in more than 40
countries, primarily in Nonh America, Europe and Asia. Atrium \has 500 employees and
operates three manufactunng facilities. Additional information about Atrrum is available on its
Web site at www.atrium-biolcom.

i i
Cautronaty Note and Forward-Looking Statements f

This press release contains cen‘afn forward-looking statements with respect to: rhe Company. These
forward-looking statements, by their nature, necessarily involve risks and uncerfamtres that could cause
actual results to differ materrally from those confemplated by these forward Iookrng statements. The
Company considers the assumptrons on which these forward-looking statements are hased o be
reasonable, but cautions the reader that these assumptions regarding fu!ure évents, many of which are
beyond its control, may ultrmately prove to be incorrect since they are subject to risks and uncertainties
that affect the Company. For additional information with respect to these and other factors, see the

Company’s quarterdy and annual filings with the Canadian securilies commrssrons The Company

i
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- disclaims any intention or obligation to update or revise any fonvard-lookfr?g statements, whether as a
result of rjew information, future events or otherwise, other than as required by faw. :

Contact;:s: o

. . |
Investor Relations: Media Relati‘or]s: l
John Dempsey Frédéric Tremblay |
Vice President, Finance and Chief Financial Officer HKDP
(418) 652-1116 ext. 287 (514) 395-0375 ext. 234

jdempsey@atrium-bio.com firemblay@hkdp.qc.ca
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PRESS RELEASE

FOR IMMEDIATE RELEASE

Atrium Announces Bought Deal - Secondary|Offering by
Aterna Zentaris

» Aterna Zentaris intends to complete the spin-off of Atrium by the end of
2006 :
« Multiple voting share structure to be eliminated

This release is intended for drstnbutron in Canada only and is not mtended for distribution to
United States newswire services or for dissemination in the United State's

Quebec, Canada, Septem ber 19, 2006 — Atrium Biotechnologies Inc. (“Atrlum or “the
Company”, TSX: ATB) announces that Atrium and its principal shareholder Aterna Zentaris Inc.
{("#Eterna Zentaris™, TSX: AEZ NASDAQ: AEZS) have entered into an\agreement with RBC
Capital Markets for the purchase on a bought-deal basis from Aterna ‘Zentarls of 3,485,000
subordinate voting shares ata price of Cdn$15.80 per share, for gross proceeds to /Eterna
Zentaris of Cdn$55 million. (/Eterna Zentaris announced today that foIIowrng the closing of the
offering and prior to the end}of 20086, it intends, subject to receiving regulatory approvals, to
distribute its remaining interest in Atrium representing 11,052,296 subordlnate voting shares to
its shareholders. ;
As part of the offering, six sen:or officers of Atrium will exercise stock optlons and have agreed
with RBC Capital Markets to sell 445,000 subordinate voting shares on a bought-deal basis at a
price of Cdn$15.80 per share. The stock options to be exercised represent approximately one-
third of the total number of stock options held by the six senior offcers and the subordinate
voting shares to be sold by them represent approximately 1.5% of Atnum s gutstanding shares.
Atrium will receive US$1.2 mllllon upon the exercise of the stock optlons Luc Dupont, the
President and Chief Executive Officer of Atrium, is not among the sellmg senior officers.

The bought deal is for a total of 3,930,000 subordinate voting shares with 3, 485,000 subordinate
voting shares being sold by l/CEterna Zentaris and an aggregate of 445000 subordinate voting
shares being sold by the six senior officers of Atrium.

“This transaction addresses’ our dual class share structure, the liquidity of our shares and the
intentions of our controlling shareholder In addition, it will allow Atrlum to have a wider

following and to meet the mvestment criteria of numerous institutional shareholders said Luc
Dupont, President and Chief Executive Officer of Atrium.




Prior to the closing of the offerlng fEterna Zentaris will convert 2,947, 004 of its multiple voting
shares of Atrium into an equal number of subordinate voting shares to be sold by it in the
offering along with 537,996 subordlnate voting shares currently held by /Eterna Zentaris. Upon
the closing of the offering, Atriuny's remaining multiple voting shares W|Il automatically be
converted into subordinate \I:ottng shares on a one-for-one basis in accordance with Atrium’s
articles. Thereafter, Atrium will not have outstanding, and will not issue, any multiple voting
shares. .

After the ol"fenng, there will be 30,569,947 subordinate voting shares |ssued and outstanding, of
which 11,052,996 shares (representlng approximatety 36% of all issued and outstanding
shares) W|II he owned by [Eterna Zentaris.

Closing of the offering is expected to occur on or about October 10, 2006 and is subject to
certain condltlons including the approval of the Canadian securities regulatory authorities.

A prelirnhinary short form prospectus will be filed by Atrium in all provinces of Canada by
September 25, 2006.

On September 15, 2005, Atrlum together with Aterna Zentaris, establlshed a tax-loss
monetization program as part of a tax-loss consolidation strategy. The program will terminate in
the event that A£terna Zentarls is no longer the controlling shareholder of Atrium. Therefore, as
of the closmg date of this secondary offering, the tax loss monetlzatlon program will terminate.
This program aliowed Atrium to save approximately US$2.9 million annually

This press release shall not'constitute an offer to sell or the solicitation of an offer to buy any
securities in any jurisdiction! The subordinate voting shares have notgbeen registered under the
United States Securities Act of 1933, as amended, and, subject to certain exceptions, may not
be offered or sold within the United States.

About Atrium
Atrium Biotechnologies Inc.|is a leading developer, manufacturer and marketer of science-
based preducts for the cosmetlcs pharmaceutical, chemical and nutrmon industries. Atrium
focuses primarily on growmg segments of the health and personal care markets which are
benefiting from the trends towards healthy living and the ageing of the populat:on Atrium

markets a broad portfolio of, active ingredients, specialty chemicals and health and nutrition
finished-products through its highly specialized sales and marketing network in more than 40
countries, primarily in North]Amerlca Europe and Asia. Atrium has 500 employees and
operates three manufacturing facilities. Additional information about Atrium is available on its
Web site at www.atrium-bio' com.

Cautionary Note and Forward-Looking Statements

This press release contams certain forward-locking statements with respect to the Company.
These forward-looking statements by their nature, necessarily mvolve risks|ang uncertainties
that could cause actual results to differ materially from those contemplated by these forward-
looking statements. The Company considers the assumptions on whlch these forward-looking
statements are based to be reasonable, but cautions the reader that these assumptions
regarding future events, many of which are beyend its control, may ultlmately prove to be
incorrect since they are subject to risks and uncertainties that affect the Company. For
additional information with respect to these and other factors, see the Company’s quarterly and
annual filings with the Canadlan securities commissions. The Company disclaims any intention
or obligation to update or relwse any forward-looking statements, whether as a result of new
information, future events or otherwise, other than as required by law.




Contacts:

Investor Relations: Media Relations:

John Dempsey Frédéric Trerhb]ay

Vice President, Finance and Chief Financial Officer HKDP \ to
(418) 652-1116 ext. 287 (514) 395-0375 ext; 234

jdempsey@atrium-bio.com ftremblay@hkdp.qc.ca
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PRESS RELEASE

FOR IMMEDIATE RELEASE

ATRIUM ACQUIRES DOUGLAS LABORATORIES CANADA

All amoﬁnts are in U.S. dollars unless otherwise mentioned

Quebec (Canada), September 11, 2006 — Atrium Biotechnologies Inc ("Atrium” or "the
Company," TSX: ATB) is pleased to announce the acquisition, effective today, of the assets of
London, Ontario based Douglas Laboratories Canada ("DL Canada"). fDL Canada has been
marketing Douglas Laboratories products in Canada since 2000 and has current annual
revenues of approximately $5 million.

“This acquisition provides Atnum with a platform to develop the Canadlan healthcare
professional market not only for the Douglas Laboratories brand but also for the Pure
Encapsulations brand Wh!Ch is not currently being sold in Canada. Thls acquisition further
reinforces our current Ieadershlp position in North America and marks another step in our
strategy to control access to markets and build solid organic growth for our brands,” stated
Richard Bordeleau, President of Atrium’s Health & Nutrition Division. !

In addition, Atrium will be able to benefit from the expertise and support of DL Canada’s current
management and staff who|are staying on to ensure the successful mtegrahon and to sustain its
growth. Their operational and marketing expertise, as well as their exceilent knowledge of the
Canadian nutritional supplement market will be a valuable asset to Atnum :

“Our company has been focused on growing the Douglas Laboratorles business in Canada. We
are convinced that under Atrlum s leadership we will accelerate our grow‘[h and we are very
optimistic about the future espemally with the synergies created by combmmg our companies”,
concluded Dr. Victoria Coleman- Kay, President of DL Canada. !




About Dougtas Laboratories Canada

DouglasiLaboratories Canada has been marketing Douglas Laboratones products in the
Canadian healthcare professnonal market since 2000. DL Canada drrectly markets some 100
products to approximately 1 pOO Canadian healthcare practitioners, such as chlropractors
naturopaths, nutritionists and osteopaths. ;

About Altrium

Atrium Biotechnologies Inc.lis a leading developer, manufacturer and marketer of science-
based products for the cosmetlcs pharmaceutical, chemical and nutrltlon industries. Atrium
focuses primarily on growmg segments of the health and personal care markets which are
benefiting from the trends tdwards healthy living and the ageing of the population. Atrium
markets-a broad portfolio of active ingredients, specialty chemicals and heaith and nutrition

. finished products through its highly specialized sales and marketing network in more than 40
countries, primarily in North'Amerlca Europe and Asia. Atrium has 500 employees and
operates three manufacturing faC|I|t|es Additional information about Atrlum is available on its
Web site at www.atrium- bio.com.

Cautronary Note and Forward-Looking Statements

This press release contains certam forward-looking statemenis with respect to the Company These
forward-looking statements, by their nature, necessarily involve risks and unceﬂamtres that could cause
actual results to differ materraﬂy from those contemplated by these forward- Iookfngistatements

The Company considers the assumptrons on which these forward-iooking statements are based fo be
reasonable, but cautions the reader that these assumptions regarding future' events, many of which are
beyond its control, may ultfmately prove to be incorrect since they are subject to risks and uncertainties
that affect the Company. For addmona! information with respect to these and other factors, see the
Prospectus for our Initial Publrc Offering {(Management Discussion and Analysrs) filed with Canadian
securities commissions. The Company disclaims any intention or cbligation to tupdate or revise any
forward-looking statements, whether as a result of new information, future events or otherwise, other than
as required by law.

-30-
Source: Atrium Biotechnologies Inc. S
Investor Relations: Media Relatlons

John Dempsey Fredéric Tremblay

Vice President, Finance and Chief Financial Officer HKDP .

(418) 652-1116 ext. 287 [ (514) 395-0375 ext. 234

jdempsey@atrium-bio.com firemblay@hkdp.qc.ca
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PRESS RELEASE

FOR IMMEDIATE RELEASE

Atrium Continues|its Growth with 58% Increase in Revenues
and 112% Increase in Net Earnings for First Quarter 2006

All amounts are in U.S. doflars

Quebec City, Canada, May 2, 2006 - Atrium Biotechnologies Inc. (TSX ATB.sv) today
announced that it had revenues of US$76 million for the quarter ended March 31, 2006, up 58%
from US$48 million for the correspondlng quarter in 2005. Earnings before interest, taxes,
depreciation and amomzatlon (EBITDA) for the first quarter 2006 were US$11.4 million, up 71%
from US$6.6 million for the same period last year. Net earnings mcreased 112% to

US$6.9 miilion for the quarter ended March 31, 2006, compared to US$3.3 mnlhon for the same
quarter last year.

“We are very pleased with these results as they reflect the organic growth from our two divisions
combined with our eighth strateglc and accretive acquisition. The contrtbutlon of all of our
acquired entities is mcluded for the first time for a full quarter,” said Luc Dupont, President and
Chief Executive Officer of Atrium. :

Earnings per share were US$0 23 per share for the first quarter 2006|compared to US$0. 14 per
share for the same period Iast year. The significant increase in net earnmgs allowed the
Company to increase earnings per share even though the weighted average number of shares
outstanding increased to 30.0 million during the first quarter 2006 compared to 23.8 million
during the first quarter 2005 The increase in shares cutstanding is mamly due to the issuance
of shares for the initial publlc offering completed on April 6, 2005, the‘lssuance of shares related
to the Douglas Laboratories acquisition and the acquisition of the mlnorlty interest in its
subsidiary Unipex.

Cash flows from operatlons {before changes in non-cash working capltal items) for the first
quarter 2006 were US$8.1 mllllon up 56% from US$5.1 million for the same period last year.
QOn November 8, 2005, theICompany modified its existing US$65 mllllon revolving credit facility
to increase the authorized amount to US$107 million with the fieX|b|I|ty to increase it up to
US$171 million. As of March 31, 2006, US$93 million was drawn under the existing facility.

“The increase in the EBITDA margin from 10.0% in the fourth quarter, 2005 to 14.9% this quarter
clearly demonstrates that our operations are focused on increasing proftablllty throughout the
Company and that we are startlng to generate more and more synergles " added John

Dempsey, Vice President, Finance and Chief Financial Officer. b




Active Ingredients & Specialty Chemicals Division

Revenues from the Active Ingredrents & Specialty Chemicals Division were US$48.1 million for
the first guarter 20086, representlng an increase of 18.1% over revenues of US$40.7 million for
the same period in 2005, EBITDA was US$4.1 million for the quarter ended March 31, 20086,
representing an increase of 4.7% over 2005 EBITDA of US$3.9 m||I|on This increase is
attributable essentially to an increased contribution from proprietary products organic growth
and the acquisition of MultiChem in January 2005.

Health & Nutrition Division

Revenues from the Health & Nutrition Division were US$27.9 million for the quarter ended
March 31, 2006, representlng an increase of 276.4% over revenues of US$7 4 million for the
same period last year. EBITDA was US$7.3 million for the quarter ended March 31, 2006
representing an increase of [165.9% over the same period last year where the EBITDA was
US$2.7 million. Most of this|increase came from the acquisition of Douglas Laboratories in
December 2005, as well as from organic growth.

Financial Results Reported in U.S. Dollars

Effective with the fourth quarter 2005, the Company changed its reportrng currency from
Canadian dollars to U.S. dollars The financial statements will more accurateiy reflect the
Company’s true operating results and financial position since a majority of Atrium’s business is
conducted in U.S. dollars.

About Atrium P

Atrium Biotechnologies Inc.|is a leading developer, manufacturer and marketer of science-
based products for the cosmetlcs pharmaceutical, chemical and nutrltlon industries. Atrium
focuses primarily on growrng segments of the health and personal care markets which are
benefiting from the trends towards healthy living and the ageing of the p0pulat|on Afrium
markets a broad portfolio of active ingredients, specialty chemicals and health and nutrition
finished products through its highly specialized sales and marketing network in more than 40
countries, primarily in North| America, Europe and Asia. Atrium has close to 500 employees and
operates three manufacturing facilities. Additional information about Atrlum is available on its
Web site at www.atrium-bio.com. ‘

Conference Call and Weblcast v
Atrium will hold its quarterly, conference call and webcast to discuss |ts First Quarter 2006 on
May 2, 2006 at 2:00 p.m. Eastern time. Participants may access the caII by using the following
numbers. 416-644-3427, 514 807-8791 or 1-866-250-4910. A live webcast is also available via
the Company’s website at www atrium-bio.com in the "Investors” section. A’ replay of the

webcast will also be available on our website for a period of 30 days.

Caution Regarding Non-GAAP Measures i ;
This press release is based on reported earnings in accordance with Canadran generally accepted
accounting principles (GAAP) it is also based on earnings before interest, rncorne taxes, depreciation
and amortization (EBITDA). Thrs measure is directly derived from the Consolrdated Financial Statements
for the year ended December 31 2005 but does not have a standardized meamng prescribed by GAAP;
therefore, other issuers using rhese terms may calculate them differently. Management believes that a
significant portion of the users of its Consolidated Financial Statements for the year ended December 31,
2005 and MD&A analyze the Company s results based on these performance measures.

i




Cautionary Note and Forward-Looking Statements

This press release contains cenarn forward-fooking statements with respect to the Company These
forward-looking statements, by their nature, necessarly involve risks and uncen‘amtres that could cause
actual results to differ materially from those contemplated by these forward- Iookfng statements. The
Company considers the assuniptions on which these forward-looking starements are based to be
reasonable, but cautions the reader that these assumptions regarding future events many of which are
beyond its control, may u!trmately prove to be incorrect since they are subject to risks and uncertainties
that affect the Company. For addmonal information with respect to these and lother factors, see the
Prospectus for our Initial Pubhc Offering (Management Discussion and Analysis) fi filed with Canadian
securities commissions. The Company disclaims any intention or obligation to update or revise any
forward-looking statements, whether as a resulft of new information, future events or otherwise, other than

as required by law.

-30-
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idempsey@atrium-bio.com ftremblay@hkdp qc ca

Attachment: Financial summary

L




Atrium Biotechnologies Ine.
Summary of Consolidated Financial Statements
N - |

(in millions of US dollars except per share amounts)

_ Consolidated Results for the 3-month periods ended March 31 ' o~
{
2006 2005 Change A
(unaudited) (unaudited)
Revenues 76.0 4|8.2 57.9%
Gross Margin " 21.5 133 61.1%
28.2% 27.7%
EBITDA © 114 66 71.1%
14.9% 13.8%
Net Earnings 6.9 33 111.5%
Net earnings per share .
Basic 0.23 0114
Diluted 0.21 o.ilz
Cash flow from operating activities before 8.1 3.0 56.4%

changes in non-cash operating working capital items

Consolidated Results for the 3-month periods ended March 31

2006 2005 j Change
(unaudited) (unaudited) '
Active Ingredients & Speciality Chemicals
Revenues ' 48.1 4(117 18.1%
EBITDA a1 39, 4.7%
8.5% 9.6%
Health & Nutrition
Revenues 279 74 . 276.4%
EBITDA @ 7.3 27, 165.9%
26.1% 36.9%




Sutlnmary of Consolidated Financial Statemenfs
(in millions of US dollars except per share amounts)

Consolidated Balance Sheet

Atrium Biotechnologies Ine.

(unaudited)

Cash and Cash Equivalents and Short-term Investments 15.9
Current assets 109.6
Goodwill 109.6
Intangible assets and deferred charges 69.1
Total assets 298.2
Tota! debt 104.6
Shareholders® equity

1322 ©

{1) Gross margin means sales less cost ol goods sold; cost of goods sold does not include depreciation of productidll equipment.

(2) EBITDA means earnings before interest, income taxes, depreciation and amortization,

AsatMar. 31,2006 Asat Dec. 31,2005

{audited)

17.8
109.3
109.0

69.7
298.2
105.9
124.4
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PRESS RELEASE

FOR IMMEDIATE RELEASE

ATRIUM ACQUIRES AMISOL

All amounts are in U.S. dollars unless otherwise mentioned

Quebec (Canada), May 2, 2006 Atrium Biotechnologies Inc. ("Atrlum" or "the Company,"
TSX: ATB.sv) is pleased to announce the acquisition, effective today, of the assets of Toronto-
based Amisol Company Ltd. !("Amlsol") Amisol has been marketing malnly personal care
products since 1974 and has current annual revenues of approxumately $10 million.

“This acquisition allows Atrlum to position itself as one of the leading suppliers in Canada of
personal-care products. Moreover this acquisition marks another step in our Active Ingredients
& Speciality Chemicals Dl\nsron s growth strategy aimed at better posmonlng our subsidiary
MultiChem,” stated Charles Boulanger President of Atrium’s Active Ingredlents & Speciality
Chemicals Division. \

Under the agreement, Atrium acquires through its subsidiary Mul'uChem the assets of Amisol
for an amount of about $6 mllllon representing approximately six (6) times the adjusted EBITDA
generated by Amisol. This amount is paid in cash and comes from Atriuri’s cash on hand and
credit facility. The transaction is immediately accretive.

In addition, Atrium will be able to benefit from the expertise and support of Amlsol s current
management who are staylng on to ensure the successful integration and to sustain its growth.
Their operational and marketmg expertise, as well as their excellent knowledge of the Canadian
personal care market will be 'a valuable asset to Atrium.

“Our company has been in operatlon since 1974 and we are convmced that Amlsol will continue
to prosper under Atrium'’s Ieadershlp Atrium and the professional team of Amisol are both
driven by a solid entrepreneunal culture based on innovation and the marketrng of quality
products. ' We are very optlmlstlc about the future especially with the synergles created by
combining our companies”, concluded Wayne Jones, President of Amisol.




About Atrium

Atrium Biotechnologies Inc. IS a leading developer, manufacturer and marketer of science-
based products for the cosrrltetlcs pharmaceutical, chemical and nutrmon industries. Atrium
focuses primarily on growing segments of the health and personal care markets which are
benefiting from the trends towards healthy living and the ageing of the|population. Atrium
markets a broad portfolio of|active ingredients, specialty chemicals and health and nutrition
finished products through its highly specialized sales and marketing network in more than 40
countries, primarily in North 'Amerlca Europe and Asia. Atrium has 500 employees and
operates three manufacturlng facilities. Additional information about Atrlum is available on its
Web sute at www atrium- bto'com

Conference Call and Webcast

Atrium W|ll hold its quarterly (conference call and webcast to discuss |ts F|rst Quarter 2006 on
May 2, 2006 at 2:00 p.m. Eastern time. Participants may access the call by usrng the following
numbers; 416-644-3427, 514-807-8791 or 1-866-250-4910. A live webcast is also available via
the Company's website at www.atrium-big.com in the "Investors" section. A replay of the
webcast will also be available on our website for a period of 30 days.

Cautionary Note and Forward-Looking Statements

This press release conlains cen‘am forward-fooking statements with respect to the Company. These
forward-looking statementis, by, their nature, necessarily involve risks and uncertarntfes that could cause
actual results to differ matenaﬂy from those contemplated by these fonvard-lookmg staterments.

The Company considers the assumptfons on which these forward-locking statements are based to be
reasonable, but cautions the reader that these assumptions regarding fufure events many of which are
beyond its conirol, may ult.vmately prove to be incorrect since they are subject to risks and uncertainties
that affect the Company. For addrtronai information with respect to these and,other factors, see the
Prospectus for our Initial Publrc Offering (Management Discussion and Anatys;s) filed with Canadian
securities commissions. The Company disclaims any infention or obligation to update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise, other than
as required by law.

+
i

-30- L
Source: Atrium Biotechnologies Inc. |
Investor Relations: Media Relatipﬁs: .
John Dempsey Fréderic Tremblay
Vice President, Finance and Chief Financial Officer HKDP ‘
(418) 652-1116 ext. 287 (514) 395-0375 ext. 234
jdempsey@atrium-bio.com ftremblay@hkdp.qc.ca




Montreal 514-878-2520
Attention Business/Financial Editors: Lo
Atrium Files 2005 Audited Financial Statements and App01nts New Board

Member

News release via CNW Telbec,
QUEBEC CITY, Canade, March 15 /CNW Telbec/ - Atrium Biotechnologies Inc.

(TSX: ATB.sv) filed with Canad?an securities regulators its full’year'2005
management's discussion and analysis ("MD&A") and audited f1nanc1al
statements. Concurrent with the above menticned filings, Atrium has also
posted the quarterly income statements in US dollars for 2004 and 2005 as well
as such full year 2005 MD&A and audited financial statements in Fhe "Investor
Relations" section its website| at www.atrium-bio.com, under "Financial
reports”. i

Boerd of Directors
Pierre Laurin, Chalrman of the Board of Atrium, announced the appeintment

of ¥Yves Julien to Atrium’s Boafd Mr. Julien has been a corporate financial
consultant since 1989. He was former Managing Director at Merr111 Lynch where

he worked from 1981 to 1998.

"We are delighted to be able to count on

Mr.

strategic plan",

Julien's finance expertise| and vast business experience to pur;ue our
stated Pierre Laurin.

About Atrium

Atrium Biotechnologies Inc. is a leading developer, panufacturer and

marketer of science-based prochts for the cosmetics, pharmaceutlcal chemical
and nutrition industries. Atrlum focuses primarily on growing segments of the
health and personal care markets which are benefiting from the trends towards
healthy living and the ageing kf the population. Atrium marketsla broad
portfolio of active ingredients, specialty chemicals and health:and nutrition

.f:.m.shed products through its lh::.ghly specialized sales and marketlng network
in more than 40 countries, pr1mar11y in North America, Europe and A51a Atrium
has close to 500 employees and cperates three manufacturing facillities.
Additional information about Atrium is available on its Web s;té at
www.atrium-bio.com.

$SEDAR: 00021793EF,
John Dempséy, Vice .

/For further infoqmation: Investor Relations:

President, Finance and Chief Financial Officer, (418) 652-1116, |ext. 287,
jdempsey (at) atrium-bioc.com; Media Relations: Simon Poitras, HKDP,! '
(418) 523-3352, ext. 239, spoﬂtras(at)hkdp.qc.ca/

(ATB.SV.)

CO: ATRIUM BIOTECHNOLOGIES INC. |

CNW 16:19e 15-MAR-06 .




News release via CNW Telbec, Montreal 514-878-2520 f

Attention Eu51ness/F1nanc1al Editors:
. Atrium Continues :Lts Growth with 47% Increase in Rev=mi.1es!and 42% D (‘:F V
Increase in Net Earnlngs for Fiscal 2005 b M ED
ML s
All amounts are in|U.S. dollars &l Ny -7 FDIQ:BF
wiE |'
QUEBEC CITY, Feb. 28 /CNW Telbec/ - Atrium Blotechnologles Inc. C;ﬁ;PG?IJ;tnf ﬁf;ﬁn.

(TSX: ATB.sv) today announced that it had revenues of Uss201 million for the TE Fiy

year ended December 31, 2005, Lp 47% from US$136 millioen for the:correspondxng
previcus fiscal year. Earnlngs!before interest, taxes, depreciation and
amortization (EBITDA) for f1$C?l 2005 were US8$25.2 million, up 2}% from
U8520.8 million for the same perlod last year. Net earnings 1ncreased 42% to
US$14.3 million for the year ended December 31, 2005, compared to
US$10.1 million for the same perlod last year.

"Fiscal 2005 was a' very eventful year for Atrium with the acquisitions of
MultiChem and Douglas Laboratorles as well as the initial publlclofferlng in
April 2005. Not only dec we havF excellent financial results, but‘we also have
delivered our 2005 business plan which was to establish the Actxye Ingredients
& Speciality Chemical DlVlSlOﬁ in North America, to achieve the leadershlp
positicn in the nutritional supplements market for healthcare prPfESSLOnalS in
North America and to access new sources of capital. We now have the ﬁlnanc1al
capacity and strategic assets to grow Atrium to the next level in our high
growth niche markets,"” said Luc Dupont, President and Chief Execbtive Qfficer
of Atrium.

Ui 7
ARCE

Earnings per share were US$0.51 per share for 2005 compared to US$0.44
prer share for the same period ;last year. The significant 1ncrease in net
earnings allowed the Company to increase earnings per share even though the
weighted average number of shares outstanding increased to 27.8 pllllon during
fiscal 2005 compared to 22.8 mllllon during fiscal 2004. The lncrease in
shares outstanding is mainly due to the issuance of shares for the initial
.publlc offering completed on Apr:Ll 6, 2005, the issuance of shares related to
the Douglas Laboratories acquisition and the acquisition of the'm;nor;ty
interest in its subsidiary Unipex.
Cash flows from operations (before changes in non-cash worklng capital
items) for the year 2005 were [US$18.9 million, up 35% from US$14 0 million for
the same period last year. On |November 8, 2005, the Company modified its
existing US$65 million revolving credit facility to increase the authorized
amount to US5108 million with [the flexibility to increase it up to
US$172 million. As of December 31, 2005, US$94 million was drawn under the
existing facility. .
"Qur increased cagh flow generating capacity result*ng from the recent
acquisition of Douglas Laboratories along with our new credit faeility, will
allow the Company to contlnuellts acquisition strategy in each éf our
divisions," added John Dempsey, Vice President, Finance and Chief Financial
Officer.

Active Ingredients & Specialty Chemicals Division

Revenues from thelActive Ingredients & Specialty Chemlcals Division were
US$168.0 million for the year|ended December 31, 2005, representlng an
increase of 50.8% over revenues of US$5111.4 million for the same period in
2004. EBITDA was US513.3 m11110n {or 7.9% of revenues) for the year ended
December 31, 2005, representlng an increase of 18.2% over 2004 EBITDA of
US§11.2 million (or 10.1% of revenues) This increase is attr1butable
essentially to newly-acquiredjMultiChem.
"The integration of MultiChem is proceeding accordleg to our plan. We are
now ready to implement our consolidation Plan and proceed with acqu151t10ns in
corder to be among the leaderssln Canada just as we did in France with Unipex.

.We are now in a great pos:.t:.on both in Europe and North Amerlcalto continue
unrolling our strategy to generate growth and become a global player in our
segments," added Charles Boulanger, President - Active Ingredients & Spec1alty
Chemicals.



Health & Nutrition|Division

. Revenues from the I.-Iealth & Nutrition Division were US$32.9 million for
t

he year ended December 31, 2005, representing an increase of 32L3% over
revenues of US$24.8 million for the same pericd last year. EBITDA was
US5$11.9 million (or 36.4% of revenues) for the year ended December 31, 2005
representing an increase of 2415% over the same period last year|where the
EBITDA was US$9.6 million {or 38 6% of revenues). Most of this lncrease came
from the acquisitions of Pure Encapsulat;ons in March 2004 and Douglas
Laboratories in December 20054

"The acquisition of Douglas Laboratories permits us to achieve a
leadership position in the United States and North America. Together with Pure
Encapsulations; we now have two strong brands recognized for their outstanding
quality and efficacy. Douglas celebrated its 50th anniversary 1n’2005 while
Pure enjoys close to 15 years of continuous growth, Today, with over
1,300 high quality products 1n$our portfelio, access to more than
40,000 healthcare profess1onals and a strong team with seasoned panagement we
are well positioned to grow our market share and penetrate new markets through
organic growth and acquisiticons,” said Richard Bordeleau, President - ; Health &
Nutrition Division.

2005 Fourth Quarter Financial Results

For the three-month period ended December 31, 2005, revenues were
UsS$58.4 million compared te US§$35.5 million in 2004, representinb a 65%
increase. EBITDA increased 12% to US$5.8 million, compared to US$5.2 million
for the same pericd in 2004. Net earnings for the fourth quarter|2005
increased 78% to US$4.0 mllllon or US$0.14 per share, compared to
US$2.3 million or US$0.10 per share for the same pericd in 2004.| The weighted
average number of shares outstandlng was 29.4 million during the perlod
compared to 23.4 million durlnb the same period last year.

Financial Results Reported in U.S. Dollars

Effective with the| fourth quarter 2005, the Company changed its reporting
currency from Canadian dollars|to U.S. dollars. The financial statements will
more accurately reflect the Company's true operating results and f1nanc1al

position since a majority of Atrium's business is conducted in U.S. dollars

About Atrium . &

Atrium Biotechnologies Inc. is a leading developer, manuchturer and
marketer of science-based products for the cosmetics, pharmaceut1ca1 .chem1ca1
and nutrition industries. Atrlum focuses primarily on growing segments of the
health and personal care markets which are benefiting from the trends’towards
healthy living and the ageing of the population. Atrium markets a broad
portfolic of active 1ngred1ents, specialty chemicals and health Pnd nutrition
finished products through its hlghly specialized sales and marketing network
in more than 40 countries, prlmarlly in North America, Europe and Asia. Atrium
has close to 500 employees and| operates three manufacturing facilities.
Additional information about Atrium is available on its Web site|at
www.atrium-bio.com.

Conference Call and Webcast
Atrium will hold its quarterly conference call and webcast to discuss its
Fourth Quarter and 2005 Annual| results on February 28, 2006 at 10 00 a.m.

Eastern time. Participants may| access the call by using the follow1ng numbers:

via the Company's website at www.atrium-bio.com in the "Investors"_sectlon A

.416 640-4127, 514-807-8791 or 800 814-4859. A live webcast is also available

replay of the webcast will also be available on our website for a period of
30 days. '




Cagtion Regarding Non-GAAP Measures

This press release| is based on reported earnings in accordance with

.anadlan generally accepted acFountlng principles (GAAP). It is also based on
(3

arnings before interest, 1ncome taxes, depreciation and amortletlon
(EBITDA) . This measure is dlrectly derived from the Consolldated Financial
Statements for the year ended December 31, 2005 but does not havF a
standardized meaning prescrlbed by GAAP; therefore, other issuers using these
terms may calculate them dlffefently Management believes that a significant
portion of the users of its Consolldated Financial Statements fof the year
ended December 31, 2005 and MDA analyze the Company's results based on these
performance measures,

Cautionary Note and Forward-Looking Statements

This press release| contains certain forward-looking ftatements with
respect to the: Company. These forward-locking statements, by thelr nature,
necessarily involve risks and uncertainties that could cause actPal results to
differ materially from those contemplated by these forward- looklng statements.
The Company considers the assumptlons on which these forward- looklpg
statements are based to be reasonable, but cautions the reader tpat these
assumptions regarding future events, many cf which are beyond its control, may
ultimately prove to be incorrect since they are subject to risks}and'
uncertainties that affect the Company. For additional 1nformat10n with respect
to these and other factors, see the Prospectus for our Initial Publ;c Offering
{Management Discussion and Analy51s) filed with Canadian securltles
commissions. The Company dlSClleS any intention or obligation to update or
revise any forward-looking statements, whether as a result of new information,

future events or otherwise, other than as required by law.

<<
Atrium Biotechnologies Inc.
Summary of Conscolidated Financial Statements'
(in millions of US dollars except per share amounts)

Consclidated Results for the year ended December 31

2005 ‘ 2004 Change
(unaudited) (audlted)
Lo
Revenues 200.9 ' 136.2 47.4%
Gross Margin (1) 52.9 1 40.9 29.5%
. 26.3% 30.0%
EBITDA(2) 25.2 20.8 21.1%
12.6% 15.3%
Net Earnings 14.3 10.1 41.6%
Net earnings per share
Basic 0.51 0.44
Diluted 0.48 0.43
Cash flow from operating activities
before changes in non-cash operating
working capital i'tems 18.9 14.0 34.9%
. Consclidated Results for the 3-month periods ended December 31
Do
2005 2004 Change
{unaudited) (aud;ted)




.
Revenues

Gross Margin(l)
EBITDA (2)

Net Earnings

Net earnings per share

Basic
Diluted

Cash flow from ope

before changes in non-cash operating

working capital i

Consolidated Resul'ts for the year ended December 31

Active Ingredientﬁ

Revenues
EBITDA(2)
Health & Nutritio%

Revenues

EBITDA(2)

rating activities

tems

& Speciality

58.4

14.2
24.3%

2005
(unaudited)

168.0

32.9

11.9
36.4%

b 2004
{audited)

' 111.4

11.2
10.1%

9.6
¢ 38.6%

Consolidated Results for the 3-month periods ended December 31

Active Ingredient?

Revenues

EBITDA (2)

Health & Nutrition
‘Revenues

EBITDA(2)

& Speciality

Consolidated Balance Sheet

2005
(unaudited)

47 .4

N
=)}

| 2004

(audited)

28.0

64.5%

27.3%

12.3%

17.7%

28.9%

Change

50.8%

18.2%

32.3%

24.5%

Change

69.4%

17.3%

46.4%

As at



Dec. 31, Dec. 31,
‘ 2p05 2004
(unaudited) (audited)
. Cash and Cash Equilvalents and

Short-term Investments 17.8 12.3
Current assets 109.3 57.5
Goodwill 1 109.0 61.7
Intangible assets and deferred charges 69.7 14.2
Total assets . 298.2 138.9
Total debt 105.9 45.8
Non-controlling interest - 5.6
Shareholders' equiEy 124 .4 59.7

> :

!
(1) Gross margin means sales less cost of goods sold; cost of goods sold
does not include depreciation of preoduction equipment.

{2} EBITDA means earnings before interest, income taxes, depreciation and
amortization.
$SEDAR: 00021793EF ;

/For further information: Investor Relations: John Dempsey, Vice
President, Finance and Chief Einancial Officer, (418) 652-1116,|ext. 287,
jdempsey (at)atrium-bio.com; Media Relations: Simen Poitras, HKDP,
(418) 523-3352, ext. 239, spoftras(at)hkdp.qc.ca/ .

(ATB.SV.) '

CO: ATRIUM BIOTECHNOLOGIES INKC.

CNW (06:00e 2B-FEB-06




News release via CNW Telbec, Montreal 514-878-2520 ,

Attention Bu51ness/F1nanc1al Editors:
.‘- Atrium Announces 2005 Fourth Quarter and Annual F1nanc1a1 Results
: Conference Call and Webcast

QUEBEC CITY, Canada, Feb. 23 /CNW Telbec/ - Atrium Blotechnologzes I
(TSX: ATB.sv) today announced that its quarterly conference call and
webcast have been scheduled for Tuesday, February 28, 2006 at 10‘a.m. Eastern
time. The call will follow the| press release of Atrium's 2005 fourth quarter
and annual financial results 1ssued earlier that same day. Participants may
access the live webcast via the Company's website at www. atrlum-blo com in the
"Investors"” section, or by telephone using the following numbers:

416-640-4127, 514-807-8791 or 1 800-814-4859.
A replay of the webcast will also be available on our website at

www.atrium-bio’com for a perloF of 30 days. "
Please note that as of January 24, 2006, Atrium's Board of Directors

approved the change in reporting its financial results and financial positiocn
in U.S8. dollars,

About Atrium
!

Atrium Blotechnolﬂgles Inc. (TSX: ATB.sv) is a leadlng developer,
manufacturer and marketer of science-based products for the cosmetlcs,
pharmaceutical, chemical and nutrltlon industries. Atrium focusés primarily on
growing segments of the health and personal care markets which are benefiting
from the trends towards healthy living and the ageing of the populatlon
Atrium markets a broad portfollo of active ingredients, speCLalty chemicals
and health and nutrition finished products through its highly spec1aﬂlzed
sales and marketing network in more than 40 countries, prlmarlly in North
America, Europe and Asia.

Additional information about Atrium is available on |its Web site at

.www.atrium-bio.com. ‘ -
%SEDAR: 00021793EF o

/For further information: Investor Relations: John Dempsey, Vice
President, Finance and Chief Financial Officer, (418) 652-1116,|ext. 287,
jdempsey (at)atrium-bio.com; Media Relations: Simon Poitras, HKDF,
(418) 523-3352, ext. 239, spoﬂtras(at)hkdp.qc.ca/

(ATB.SV.)

CO: ATRIUM BIOTECHNOLOGIES INC.

CNW 16:15e 23-FEB-06

nc,

4
{

13y

v
bl Y

a2



News release via CNW Telbec, Montreal 514-878-2520

Atrium to report future financial results in U.S. dollérq
! !

QUEBEC, Jan. 24 /CNW Telbec/ - Atrium Blotechnologles Inc. (TSX: ATB.sv)
today announced that, as of thF fourth quarter of fiscal year 2005 it will
report its financial results and financial position in U.S. dollars.
Accordingly, all of the Company s assets and liabilities outside the United
States will be translated into|U.S. dollars using the exchange rpte in effect
at the balance sheet date. Revenues and expenses will be translated at the
average rate in effect during the period. Gains and losses will be included in
cumulative translation adjustments account in the shareholders’ equlty
Finally, the functional currencies of the Company and each of its subsidiaries
remain unchanged.

Following recent anuisitions, particularly Douglas Laboratories in the
United States in late 2005, Atrium's Board of Directors approved the change in
reporting currency in U.S. dol}ars since now, most of its activ%t{es;are
conducted in U.S. dollars. "Our U.S. dollar reporting currency %nsures that
our financial statements more accurately reflect the Company's true operating
results and financial positiod," stated Luc Dupont, President and CEO of
Atrium, P

I ) Attention Business/Financial Editors:

About Atrium

Atrium Biotechnologies Inc. is a leading developer, manufacturer and
marketer of science-based products for the cosmetics, pharmaceut;cal chemical
and nutrition industries. Atrxum focuses primarily on growing segments of the
health and personal care markets which are benefiting from the érends towards
healthy living and the agelng’of the population. Atrium markets :broad
portfolio of active ingredients, specialty chemicals and health |and nutrition
finished products through 1tsih1ghly specialized sales and market;ng network

.:m more than 35 countries, prlmarzly in North America, Europe and Asia.
Additional information about Atrium is available on its website at www.atrium-

bio.com. ' '
%$SEDAR: 00021793EF

/For further infoEmation: Investor Relations: John Dempsey,
Vice-President, Finance and CQief Financial Officer, (418) 652- 1116 ext. 287,
jdempsey (at)atrium-bio.com; Media Relations: Simon Poitras, HKDP
(418) 523-3352, ext. 239, spo1tras(at)hkdp gc.ca; Source; Atr1um
Biotechnologies Inc./

(ATB.SV.)

CO: ATRIUM BIOTECHNOLOGIES INC.

CNW 07:00e 24-JAN-06
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Name and Address of Reporting Issuer 2P 34

Atrium Blotechnologms Inc. (“Atriam’™)
1405 du Pare- Technologlque Blvd.
Quebec City, Québec
GIP4pP5

Date of Material Change
October 18, 2006.

News Release

Atrium issued a news release with respect to the material change on October 18, 2006.

Summary of Material Change
Atrium completed a “bought deal” secondary offering in an aggregate amount of approximately
£62 million.

Full Description of Material Change

On October 18, 2006 Atrium completed its prewously-announced boughl deal” secondary
offering of an aggregate of 3,930,000 subordinate voting shares at alprice of $15.80 per share, for
total proceeds to the s:ellmg shareholders of approximately $62 million. None of the proceeds of
the offering were received by Atrium. b

Of the 3,930,000 subordinate voting shares, 3,485,000 subordmate votmg shares were sold by

Aterna Zentaris [nc., fAtrium’s principal shareholder. The balance of 445,000 subordinate voting
*i.

shares were sold by six senior officers of Atrium, following the exercnse by them of certain of

their stock options. Atrlum received $1.4 million upon the exermsF by the senior officers of the

stock options. Luc Dupont the President and Chief Executive Officer of Atrium, was not among

the selling senior officers, !

+
\

The 3,930,000 subordinate voting shares were sold to a syndicate of underwriters led by RBC
Capital Markets, and’ including National Bank Financial Inc., GMP Securities L.P., Desjardins
Securities Inc., HSBC Securities (Canada) Inc., Canaccord Capital Carporation and Dundee
Secuntles Corporatlon
Upon the closing of|[the offering, Atrium’s 11,052,996 remaining niulti'pke voling shares were
automatically converted into subordinate voting shares on a one-for-one basis, in accordance with
Atrium’s articles. AII of the multiple voting shares were owned by Aterna Zentaris Inc. Atrium
does not have outstandm&,, and will not in future issue, any multiple votmg, shares.

As a result of the offerlng, there are 30,592,947 subordinate voting shares of Atrium issued and
outstanding. Of these Aterna Zentaris Inc. owns 11,052,996 subordmate voting shares,
representing approximately 36% of all shares outstanding.

: JY
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R_eliance on subsectio
Not app$icable.
Omitted Information
Not applicable.
Fz,fxecutive Officer

The executive officer
Vice-President, Finan

Date of Report

October 18, 2006.
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who can answer questions regarding th‘is I
ce and Chief Financial Officer of Atrium
telephone number is (418) 652-1116.
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Mr. Dempsey’s business
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Item 1 — Identity of the Reporting Issuer

1.1 — N'ame and Address of Reporting Issuer

Atrium Biotcchnologics Inc. (the “Corporation™)
1405 boulevard du Parc -Technologique
Quebcc QC Gip 4P5

Further information regarding the matters described in this busliness acquisition report
may be obtained fré)m John Dempsey, Vice President, Finance and Chief Financial
Officer. Mr. Dempsey, who 1s knowlcdgeable about the aCC[UISlthIl described herein, may
be contacted at tel. (418) 652-1116.

Item 2 — Details of Acquisition

2.1 — Nature of Business Acquired

On December 8, 2005, the Corporation announced the acquisition by its subsidiary,
Atrium Biotech Holdco, Inc., of HVL Parent Incorporated arlld subsidiary, a company
located in Pmsburgh1 PA and cngagcd in the manufacturing and marketing of health and
nutrition products to the healthcare practitioners’ channel (“HVL/Douglas”) Founded in
1955, HVL/Douglas directly markets some 960 products to approximately 10,000
healthcare practitioners, such as physicians, chiropractors and iO:E.tecq:’a‘[hs HVL/Douglas
also sclls supplements via distributors that work with health professmnals HVL/DougIas
which has approx1m|ately 250 cmployces, markets its products under its main brand
Douglas Laboratories and also under various well-known brand names, including
Advanced Medical Nutrition Incorporated (AMNI), Health Yourself and Intelligent
Health. In addition jto manufacturing and marketing its own exclusive brand name
supplements, which make up the majority of its business, HVL/Douglas also designs and
manufactures produc}ts for others in the industry. Products zrlrc sold mainly in North
America and also injEurope and Asia. It has two plants in Pittsburgh, PA, regrouping
production facilities, warehouse facilities, laboratorics and its hf':aq offlcc and it has also a
place of business in Holland. Lo

2.2 — Date of Acquisition

December 8, 2005,

DOCSMTL: 1980802:1




2.3 — Clpnsidgration

The price of the

.

[

cquisition was US$86,922,000. A part

1
)
i
I

of thls purchase price

" (US$8,632,000) was ‘pald by the issuance of Atrium’s subordmate voting sharcs at a price
of CAN$10.95 per share; thus, 917,532 shares of the Atrium’ s capltal stock were issued
to some of the sellers. These shares cannot be sold or transferred as per the following
condmons One thqu of the shares will be allowed to be sold |or transferred on the next
three anniversaries of the closing of the transaction. In addmon " Atrium reimbursed the
existing debt of the HVL/Douglas group of companics for an amoiunﬂof US$8,904,000 in

prmc1pal as of Deceniber 8, 2005.

b

Thc cash portion of the purchasc price as well as the reimbursement of HVL/Douglas’
existing debt were funded by Atrium using cash on hand and‘ﬁnanccd through a credit
facility provided and
HSBC Bank Canada.

2.4 — Effect on Financial Position

N/A.
2.5 ;'Prior Valuations

N/A.

2.6 — Parties to the Transaction

The Corporation’s subsidiary, Atrium Biotech Holdco,
HVL/Douglas. No other informed person, associate or affiliate
involved in the acqulsltlon of HVL/Douglas.

2.7 — Date of Report

February 21, 2006.
H

Item 3 — Finzincial Statem

1
‘The financial statements requircd by Part 8 of National Instrument
i

hereto.

ents

Inc.

arranged by National Bank of Canada, Royal Bank of Canada and

i
-
|
!

L
b

I

!
& was the acquirer of
of the Corporation was

)
|

1-102 are attached
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To the Dircctors

Atrium Biotechnologies Inc.

COMPILATION REPORT

We have read the accompanying unaudited consolidated pro forma balance sheet of Atrium Bmtechnologlcs

Inc. (the "Company™) as at September 30, 2005 and the unaudited consolidated .pro forma statement of earnings

for the nine-month period ended September 30, 2005 and the year ended December 31, 2004, and have performed
]

the following procedures:

L Concerning the unaudited consolidated pro forma balance sheet as at September 30, 2005:

Compared and recalculated the figures in the column capnoned "Atrium” to the unaudited
consolidated balance sheet of the Company as at September 30 2003, translated from Canadian
dollars mto' US dollars using the appropriate CAN to US dollars exchange rate as at
September 30, 2005 and found them to be in agreement;

Compared the figures in the column captioned "Douglas” to the 'mdlted consolidated balance
sheet of‘HVL Parent Incorporated and subsidiary ("Douglas™) as at September 30, 20035, taking
into account' the US to Canadian GAAP difference described|in. the notes thereto, and found
them to be in agreement.

2. Concerning the unaudited consolidated pro forma statement of earningsifor the nine-month period ended

September 30, 2005:

Compared and recalculated the figures in the column captioned "Atrium” to the unaudited
consolldated statement of earnings of the Company for the nine-month period ended
September 30, 2005, translated from Canadian into US dollars usmg the appropriate CAN to

US dollars average exchange rate for that period and found them t to be in agreement;

Compared the figures in the column captioned "Douglas — Year endcd September 30, 2005" to
the audited s%tatemem of earnings of Douglas for the year ended September 30, 2003, and found
them to be in agreement,

Compared the figures in the column captioned " Douglas — Three-month period ended
December 31 2004" to the unaudited internai statement of eammgs of Douglas, for the three-
month period ended December 31, 2004, and found them to be in ag,reement

3 Concerning the unaudited consolidated pro forma statememt of |eamings for the year ended
December 31, 2004: i

Compared and recalculated the figures in the colunm capuoncd "Atrium" to the audited
consolldated statement of earnings of the Company for the year ended December 31, 2004,
translated f{nm CAN into US dollars using the appropriate CAN to US dollars average
exchange rate for that year and found them to be in agreement;

Compared the figures in the column captioned "Douglas” to the audited statement of earnings
of Douglas, ‘for the year ended September 30, 2004, and found them to be in agreement;




4, Made enquiries of certain officials of the Company who have responsib

matters about;

(a) the basis for,determination of the pro forma adjustments; and

(b) whether the consoltdated pro forma financial statements compl y as to form in all material

respects with Canadian generally accepted accounting principlés. -

The officials:
{a) - described to us the basis for determination of the pro forma adjustments; and
(b) stated that the consolidated pro forma financial statements comply as to form in all material

respects with Canadian generally accepted accounting principles.

ility for financial and accounting

5. Read the notes to the consolidated pro forma financial statements, and found lhem to be consistent with

]
the basis described to us for determination of the pro forma adjustments.

6. Recalculated the application of the pro forma adjustments to the aggregale of the amounts in the

columns capticned "Atrium” and "Douglas”,

Pro forma" to be anthmehcally correct.

and found the amounts in the column captioned "Atrium

The consolidated pro forma financial statements are based on management assumptlons and adjustments which
are inherently subjectlve Th(l: foregoing procedures are substantially less than' either an audit or a review, the
objective of which is the expressmn of assurance with respect to managemclnt 5 assumptions, the pro forma
adjustments and the application of the adjustments to the historical financial information. Accordingly, we
express no such assurance. Tllle foregoing procedures would not necessarily rev:eal matters of significance to the
consotidated pro forma financial statements, and we therefore make no representation abou the sufficiency of the

procedures for the purposes of a reader of such financial statements.

MWMMMM LLP

Chartered Accountants
Quebec, Quebec, Canada
February 21, 2006




Assets :

Current assets

Cash and cash equivalents
Accounts receivable
Income taxes recoverable
Inventory

Prepaid expenses

Future income tax assets

Long-term investment

Property, plant and equipment

Deferred charges

Intangible assets
Goodwill

Future income tax assets
Liabilities

Current liabilitics )
Accounts payable and accrued liat
Income taxes

Redeemable preferred stock
Current portion of long-term debt

Long-term debt

Employee future benefits
Future income tax lizbilities

Shareholders’ Equity
Share capital

Other capital
Paid in capital

Retained carnings (deficit)

Cumulative translation adjustment (8,009}
112,332 i

ATRIUM BIOTECHNOLOGIES INC.
Consolidated Pro Forma Balance Sheet
{Unaudited — See Compilation Report as at September 30, 2003)
(expressed in thousands of US dollars)
Pre Forma Atrium
Atrium Douglas Adjustments Pro Forma
S by s $
(note 1) {nete 1) (note )
12,677 2,925 - 15,602
35,746 9,860 - 45,606
439 489
16,699 11,011 - 27,710
649 371 - 1,020
- 429 - 429
66,260 24,396 - 90,356
1,140 o - 1,140
2,091 3,421 - 5,512
630 273 (273)g3 1,349
| 719 g
20,354 ;- 47.800a) 68,154
67,490 10,035 32,650) 110,175
3,389 L i - 3,389
161,354 . 38323 80,896 280,573
Lo
ilities 27,030 bo4,207 719 g) 31,956
816 - 28] - 1,097
- 10,000 (10,000)d) -
2,178 516 (516) h) 2,178
30,024 13,004 (9,797 33,231
17,502 9.777 (9,709) 106.085
‘ 88,515
186 - - 186
1,310 547 16,252a) 18,109
49,022 25328 85,261 159,611
78,489 51 51 d{ 87.121
.632¢
1,441 - 1,441
- 1,730 (1,730)d)
40,411 11,309 (11,309d) 40,411
' 93 93 d 8,009
12,997 4.365 120,
161,354 | 38.325 80.896 280,575

The accompanying notes are an in

egral part of these consolidated pro forma financial statements.




Consolidated Pro Forma Statement of Earnings

ATRIUM BIOTECHNOLOGIES INC.

'

(Unaudited - See ;Compilation Report for the nine-period ended Sepl;m:ber 30, 2005)
(expressed in thousands of US dollars, except per share data)

Revenues

Operating éxpenses
Cost of sales
Selling general and administrative

Research and development costs

Research and development tax credits)
other revenues

Depreciation and amortization
Property, plant and equipment
Imangible assets

Earnings from opcrations

Other revenues (expenses)
Interest income
Interest expense

Foreign exchange gain (loss)
Earnings before the following itcms

Income tax expense
Current
Future

Earnings (loss) before the following

Non-controlling interest
Net earnings(loss) for the period

Net earnings per share

Basic

Diluted

Weighted average number of shares
(000°s})

Basic

Diluted

grants and

items

outstanding

Atrium Douglas I Douglas
Nine-month Year ended 3 month-
period ended September 30, period ended
September 2005 December 31, Pro Forma Atrium
30, 2005 2004  Adjustments Pre Forma
3 3 § $ $
{note 1) (note 1) (note 1) (note 2)
142,506 69,253 (14.408) - 197,351
i
103,795 43,845 l(9,036) (613)0) 137,991
19,004 13,309 {3,239) - 29,074
400 - i - 400
(84) - - - (84)
370 156 {33) 613 1) 1,106
502 - . - 710¢) 1,212
123,987 57.310 i {12,308) 710 169,699
18,519 11,943 . (2,100) (710) 27,652
i
623 76 )] - 692
(2,324} (1,053) 262 (3,802)1) (7.097)
(130)g)
{284) 405 (146) - (25)
(1,98%) (372) 109 {3,982) (6,430)
16,534 11,371 {1,991) {4,692) 21,222
4,501 4,116 (744) (1,595)h) 6,278
1,483 (276) . 47 - 1,254
5,084 3,840 i {697y (1,595) (7,532)
(1,294) 13,690
10,550 7,531 (3,097)
239 . . 239
10,311 7,531 | (1,294) (3,097) 13,451
0.38 { 0.48
0.35 ! 0.45
27,261 l a 918 28,179
29,222 | . 918 30,140

The accompanying noles are an integral part of these consolidated pro forma financial statements.




The accompanying notes are an in

ATRIUM BIOTECHNOLOGIES INC.
('.onsohdated Pro Forma Statement of Earnings
(Unaudlted See Compllatlon Report for the twelve-month period ended

{expressed in thousands of US dollars, except per share data) X

i
I
'
3
)
I

December 31, 2004)

! Atrium Douglas i !
; Year cnded Year ended L | :
E Irecember September 30, Pro Form.; Atrium
31, 2004 2004 Adjuslmtms Pro Forma
i $ ) s s
! (notc 1) {note 1) ' (nolc 2)
Revenues | 136,240 67,724 ’ L. 203.964
i A
; !
Operating expenses ' i
Cost of sates 95,377 42 643 ‘ {724) 1) 137,296
Selling, generat and administrative 19,485 14315 ! | i 33,800
Rescarch aﬁ_d development costs 934 - ' - , 934
Research axjd development tax credits, grants and '
other:_rcvenues (389 - ; - (389)
Depreciation and amortization [
Propérty, plant and equipment 492 133 ; I 724 1) 1,349
Intangible assets 269 - | 1947 ¢ 1216
i ; 116,168 57,091 | 947 174,206
" i 1 1 1]
. L
Earnings from operations 20,072 10,633 i (347} 29,758
1
Other revenues (expenses)
Interest income 146 12 i . 158
Interest expense (2,453) (857 | {(5,062)f) (8,612)
. | (240) g}
Foreign exchange gain (loss) 217 332 |- 115
' (2,524) (513) 1 1(5,302) (8,339)
Earnings loss before the following items 17,548 10,120 ! 16,249} 21,419
Income tax expense :l .
Current 4,657 3,429 ; (2,125)h) 5,961
Future 1,436 49 i | - 1.485
6,003 3478 [ 1(2.125) 7.446
—
: ! ! 13,973
Earnings (loss) before the following items 11,455 6.642 ' 1(4,124)
. ‘ !
Loss on dilution of investment (411) - ; ' - “ll)
Non-controlling interest {937) - ! - (937)
- (.
Net carnings(loss) for the period 10,107 6,642 | 1(4,124) , 12,625
Net earnings per share i |
Pt
Basic 0.44 f i © 0.53
Diluted 0.43 P 0.52
Weighted average number of shares outstanding ; '
(00075) '
" Basic 22,785 | 918 23,703
r !
Diluted 23,547 ! y 918 24,465

* ¢

tegral part of these consolidated pro forma financial statements.

1

|
|



ATRIUM BIOTECHNOLOGIES INC.
Notes to Consolidated Pro Forma Financial Statements
(Unaudited — See Compilation Report)
{expressed in thousands of US dollars)

Basis of presentation

The unaudited conselidated-pro forma financial statements have been prepared in accordance with Canadian
generally accepted accounting principles to give effect to the transactions descnbed below as if they had
occurred on September 30, 2'005 for the unaudited consolidated pro forma bahnce sheet and on January 1, 2005
or January 1, 2004 for the unaudited consolidated pro forma statement of earnings.

On December 8, 2005, the Company, through one of its American submdlary, acquired all of the outstanding
sharés of HVL Parent ]ncorporaled and subsidiary ("Douglas") whose main brand is Douglas Laboratories. This
company markets health and nutrition products through healthcare practitioners' mainly in the United States.

This acquisition was made for a total consideration of $86,922,0000f \sh:ch an amount of $75,365,000,
including all acquisition- related costs, was paid in cash and $8,632,000 was pald by subordinate voting shares
1ssued to certain Douglas mamgemenl shareholders at the price of CANSIO 95 per share. The cash portion
came from cash on hand and from the newly renegotiated revolving credit facn]:ty

ThlS 'mqulsmon has been accounted for using the purchase method whereby 1he purchase price was allocated
between the assets acquired|and liabilities assumed based on management’s estlmate of the fair value on the
date of acquisition. The excess of the price aver the net identifiable tangible assets acquired has been included
in the identifiable and l."lO!Il identifiable intangible assets according to management s best estimate. The
purchased price allocation will be finalized upon the reception of an mdependent valuation report.

On November 8, 2005, the Company amended its revolving credit facility, to, inicrease the authorized amount
from $64,488,000 (CANS?S 000,000) to $107.481,000 (CANS125,000,000) and concluded in the same period
an interest swap for an amolnt of $43,003 OOO(CAN$50 000,000) converting a varlable interest rate to a fixed

interest rate,
i

The unaudited consolidated pro forma balance sheet as at September 30, 2005 has been prepared by combining
the unaudited consolidated balance sheet of Atrium as at September 30, 2005 translated from CAN to US
dollars using the appropriate exchange rate stated below and the audited Consolldated balance sheet of Douglas
as at September 30, 2003 lprepared in accordance with accounting prancnplés accepled in the United States
(U.S.GAAP)} and taking into account the reconciliation to Canadian Generally Accepted Accounting
Principles (CAN GAAP) disclosed in Note 14 thereto. The unaudited consolidated pro forma statement of
earnings for the nine-month}period ended September 30, 2005 has been prepq:redl by _combmmg the unaudited
consolidated statement of earnings for the nine-month period ended September 30, 2005 of Atrium, translated
from, CAN to US dollars jusing the appropriate exchange rate stated be!ow" plus the Douglas audited
consolidated statement of eammgs for the year ended September 30, 2005 less the Douglas intermal unaudited
consolidated statement of eammgs for the three-month period ended December 31, 2004. As indicated in note
14 to the audited ﬁnancxallstatements of Douglas, no adjustments are necessary from U.S.GAAP to CAN
GAAP in the statements of earnings for the periods presented in such ﬁnancxal statements. The unaudited
consolidated pro forma st'\tlement of earnings for the year ended December;3l 2004 has been prepared by
combining the audited consolldated statement of earnings of Atrium for the same period, translated from CAN
to US dollars using the approprlale exchange rate stated below and the audited statement of earnings of Douglas

for the year ended September 30, 2004.




ATRIUM BIOTECHNOLOGIES INC.
Notes to Consolidated Pro Forma Financial Statements
(Unaudited — See Compilation Report)
{expressed in thousands of US dollars)

In December 2005, the Company announced that it was changing its reporting currency from Canadian dollars
to US dollars to provide more relevant information considering its predominant :oper'mons in the United States
and its US dollar denommated debt. Accordingly, the unaudited consolidated balance sheet of Atrium as at
September 30, 2005, the unaudlted consolidated statement of earnings for the nine-month period ended
September 30, 2005 and the audlted consolidated statement of eﬂmmbs ended Qecember 31, 2004 of Atrium
had been translated to US dollars using the current rate method using the exch’mge rates disclosed below.
Under this method, assets and liabilities are translated into US dollars using the exch’mge rate in effect at the
balance sheet date. Revenue§ and expenses are translated at the average rate in effect during the period. Gains
and losses are included in cu'mulauve translation adjustments account in the sha‘reholderq equity. The

ﬁlncuoml currencies of the Company and each of its subsidiaries remained unc 1anged

Rate as at September 30, 2005 1.1627
Average rate for the nine-month period ended September30, 2005 1.2240
Average rate for 2004 1.3015

The unaudited consolidated! pro forma financial statements should be read in conjunction with the audited
financial statements of Atrium for the year ended December 31, 2004 presented‘ in our initial public offering
prospectus and with the mdlted financial statements of Douglas for the year, ended September 30, 2005 and
2004 incorporated in the Business Acquisition Report.

The unaudited consolidated{pro forma financial statements have been prepared tor |l|ustrauve purposes only
and are based on the assumptions set forth in the accompanying notes to su'ch statemenls These financial
statements are not necessarlly indicative of the operating results that would have been obtained or the financial
position that would have prevailed had the applicable transactions actually t'\ken place on the date indicated or
of actual operating results jor financial position of the stand-alone or combmed entlues The pro forma
adjustments are based on currently available information and management’s e:.tlmates and assumptions. Actual
adjustments will differ from: the pro forma adjustments, Management believes that such adjustments provide
reasonable basis for presenting all the significant effects of the transactions.

'




ATRIUM BIOTECHNOLOGIES INC.
Notes to Consolidated Pro Forma Financial Statements
{Unaudited — See Compilation Report)
(expressed in thousand of US dollars)

2 Proforma assumptions

Acquisition of Douglas

The preliminary purchgse price allocation has been based on management $ best estimates. The final
allocation will be made by an independent valuation firm and may dlftc‘:r from'the figures used for the
preparation of the unaudlled consolidated pro forma financial st'ltemenls The assets acquired and

liabilities assumed in the unaudited consolidated pro forma balance sheet are as follows:

The preliminary purchase price allocation of Douglas, on a pro forma basis, is summarized as follows:

5
Assets
Current assets 24,596
Property, pla:nt and equipment 3,421
Intangible assets
Custonmer rlelauonshlps 8,000
Trademarks ‘ 39,800
‘ 75,817
Liabilities '
Current liabilities S 5,004
Long-term liabilities P 9,777
Future income tax liabilities oo 16,799
‘ ! 31,580
Net identified assets acquired ! 44,237
Goodwill P 42,685
Purchase price P 86,922
Less '
Cash and cash equivalent acquired . 2,925
Atrium subordin:ate voting shares issued : 8,632
Net cash used for the acquisition ' 75,365
(a) To reflect mtanglble assets identified totalling $47,800,000 for Customer relationships and
Trademarks and refated future income tax liabilities totalling $16, 252 000
b To reflect the net increase in Goodwill.
() To reflect the preliminary amortization of Customer relauonshlps amomzed over a period of 5 to

15 years. An am'omzat]on expense totalling $710,000 for the nine- -month period ended September
30, 2005 and S947 000 for the year ended December 31, 2004 is :accounted for in the unaudited
consolidating fi financial statements of earnings. Trademarks acquired are mdef'mte lived intangible
assets and are not amortized. |

(d) Shareholder’s equity of Douglas is eliminated on a consolidated basis.

(e) To reflect the issuance of Atrium subordinate voting shares as pan of the payment for the
transaction.




Financing of the acquisition of Douglas

(B

(g)

(h)

Reclassification of depreciation

(i)

ATRIUM BIOTECHNOLOGIES INC.

Notes to Consolidated Pro Forma Financial Statements

(Unaudited — See Compilation Report)
(expressed in US dollars)

This acquisition|was financed by our amended revolving credit facnhly For the pro forma, the old
debt of Douglas totalllng $10,225,000 (short term of $516,000 and long-term of $9,709,000) has
been repaid and[an increase of our amended revolving credit facmry has been recorded for a total
amount of $88,515,000. An interest rate of 6.27 % has been used Iwhlch is the current rate of
borrowing undet1 this revolving credit facility as of December 31, 2005. This increase of long term
debt, taking lntolaccount the reimbursement of the old Douglas debt by our amended credit facility
produces a net interest expense increase of $3,802,000 in the pro forma consolidated statement of
earnings for the. nlne-monlh period ended September 30, 2005 and 55,062,000 for the year ended
December 31, 2004.

The interest expense adjustment takes into account the amortization related to financing fees. The
old debt of Doughs related deferred financing costs totalling 52731000 has not been considered in
the purchased price allocation. For the new amended credit famllty, the financing cost totals
$719,000 and is Iamomzed over the new revolving credit facility penod of 3 years. An amortization
expense (oml]mg $180,000 for the nine-month period ended September 30, 2005 and $240,000 for
the year ended December 31, 2004 is accounted for in the pro forma consolidated statement of
earnings as mteresl expense. The net increase of the deferred fi nan}:mg costs is therefore $446,000
for the adjustment in the pro forma consolidated balance sheet as of September 30, 2005.

The income tax|expense has been adjusted by of $1,595,000 for the nine-month period ended
September 30, 2005 and of $2,125,000 for the year ended December 31, 2004 to reflect the
increase of i mleresl expense deductible for income tax purposes and the tax effect on amortization
of intangible asséts with finite lives.

The depI'ECI:llIOI'l included in the cost of goods of Douglas has been reclass:ﬁed on the line
Depreciation of the pro forma consolidated statements of earnings to reﬂecl the same presentation
used by Atrium.
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KPMG LLP Telephone 412 391 8710
Suite 2500 Fax 412 391 B9B3
COne Mellon Center ' Internet wviw.us. kpmg.com
PFittsburgh, PA 15219-2598 ‘

Independent Auditors’ Report

The Board of Directors o
HVL Parent Incorporated and Subsidiary:
; !

il

'W'e“ have audited the accompanying consolidated balance sheets of HVL IParcm Incorporated and

submd:ary (the Company) as of September 30, 2005 and 2004 and the related consahdatcd statements of

operations and comprehenswe income, stockholders’ equity, and cash flows for the years then ended.
These consolidated fi nanc:al statements are the responsibility of the‘Company s management. Our

responmbihty is to expres."; an opinion on these consolidated financial statcments based on our audits.

'We conducted our-audits in accordance with auditing standards generally accepled in the United States of

America, Those standards. require that we plan and perform the audit to obtain reasonable assurance about
whether the financial.- statemems are ‘free of material misstatement, An|aud1t inctudes consideration. of
intérnal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an -opinion on the ‘effectavencss of the Company's
imernal control over fi n:'mcnal reporting. Accordingly, we express no siuch op:mon An audit includes
examining, on a test ba31s evidence supporting the amounts and dlsclosurés in the financial statements. An
audit also includes assessmg the accounting principles used and s1gn|f" cant estimates made by
management, as well as e!valuatmg the overal] financial statement presenmnon We believe that our audits -
provide a reasonable basis for our opinion. L
¢

In our opmaon the consolidated fi nancial statements referred to above present fairly, in all material

respects, the financial posmon of HVL Parent Incorporated and subsndlary as of September 30, 2005 and
2004 and the results of thelr operations and their cash flows for the years then ended, in conformity with
account:ng pnnctpies gencraIly accepted in the United States of America. | | }

December 16, 2005 o .

KPMG LLP, 2 U.5. imited tabiity pentnarstip, is the U.S. ;
mambor fiem ot KPMG tntermationgl, 8 Swiss cooperitive, i |
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Current asscts:

Cash and cash equivalents

PARENT INCORPORATED AND SUBSIDIARY

Consolidated Balance Sheets
September 30, 2005 and 2004

Assets

@

Accounts receivable, net of allowance for uncollectible
accounts of $290,236 and $356,189, respectively

Inventories, net (note 2)

Deferred income taxes (note 8)

Notes receivable
Other current assets

Total current assets

Property, plant, and equipment {note 3)
Less accumulated depreciation

Goodwill, net of accumulated az'nortization of $4,281,732
Debt issuance costs, net of accumulated amortization of $879,911

and $674,603, respectively
"~ Total assets

2005

2004
2,924,907 2,4457255
9,809,019 11,150,432
11,011,361 8.531,783
'429,000 249,800
50,787 11.277
370,925 349.415
24,595,999 22,737,962
10,546,443 9,663,519
7.125.597 6,214,995
3,420,846 3,448,524
10,034,586 10,034,586
273,744 479,052

36,700,124

38,325,175

{(Continued)




Consolidated Balance Sheets
September 30, 2005 and 2004

Liabilities and Stockholders’ Equity

Current liabilities:
Current portion of long-termidebt (notes 4 and 13)
Accounts payable
Accrued liabilities
Income taxes payable

. Total current liabilities

Deferred:’income taxes {note 8)
Long-term debt, excluding curr Em portion {note 4)

Total long-term liabilities
Total liabilities

Stockholders® equity (note 5):

Common stock ~ par value $0.01 per share; 9,600,000
shares authorized, 5,000 ,000 shares issued and
outstanding

Comgiion stock Class A nonvoting — par value $0.01
per, share; 883,240 shares authorized, 146,000 shares
issued and outstanding

Convertible participating preferred stock Series A — par
value $0.01 per share; 344,744 shares authorized, issued
and outstanding

Convertible participating preferred stock Series B — par
value $0.01 per share; 38,456 shares authorized, issued
and outstanding

Redeemable preferred stock Series A — par value $0.01 per
share; 287.287 shares authonzed no shares issued

Redeemable preferred stock Senes B — par value $0.01 per
share; 32.047 shares authonzed rio shares issued

Redeemable preferred stock Ctass C — parvalue $0.01 per
share; 30,000 shares authorized, no shares issued

Additional paid-in capital

Notes receivable for shares sold (note 12)

Accumulated other comprehenswe income (loss)

Retained earnings

Total stockholders” equity
Total liabilities and stockholders’ equity

See accompanying notes to consolidated financial statements.

HVL PARENT INCORPORATED AND SUBSIDIARY

2005 2004

$ 515,587 2,864,990
2,651,203 5.421.141
1,556,316 1,164.452
\ 281,263 420,200
5,004, 369 9,870,783

| 547,000 644,000
9, 776,707 10,659,298
10,323,707 11,303,298
15,328,076 21,174,081

|
50,000 50,000
T

1,460 1,460

3 3

] 1

CT -
11,862,355 11,862,355
(132,592) (132,592)
(93,033) (33.126)
11,308, 905 3771942
22,997,099 15,526,043
$ 38325175 36,700,124




HVL

PARENT INCORPORATED AND S'UBS]DIABY ;

Consolidated Statements of Operations and Comprehensive Income

f

Years ended September 30, 2005 and 2004 |

2005

2004
Net sales $ 69,252,572 67,723,674
Cost of goods sold 43,844,955 42,643,046
Gross profit 25,407,617 25,080,628
Selling, general, and administrative expenses i§,3:08,7.53 14,314,444
Depréciation expense — administrative | 156,060 132,691
13,464,813 14,447,135
Income from operations i |I,9E42,804 10,633,493
Other expense (income): ‘
Interest income _ (75,650) {11,776)
Interest expense (including amortization of debt issuance costs of !
$205,308 in 2005 and $259,641 in 2004 1,052,830 857,276
Other (note 4) 1(405,649) (332,082)
Total other expense | 571,531 513,418
Income before taxes 13,3'71,2173 10,120,075
Income tax expense (note 8): ' .
Federal 3,341,941 3,111,327
State 417,444 252,155
Foreign 80,923 114,284
Total income tax expense :'3,840,3 10 3,477,766
Net income 17,530,963 6,642,309
Other comprehensive income: .
Foreign currency Uanslaiionfadjustmems (59,907) (178,567)
Comprehensive income $ 7471056 6,463,742

See accompanying notes to consolidated financial statements,

¥
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HVL[PARENT INCORPORATED AND SUBSIDIARY

Consolidated Statements of Cash Flows
Years ended September 30, 2005 and 2004

See accompanying notes to consolidated financial statements.

2005 2004
Cash flows from operating activities:
Net income Ay 7,530,963 6,642,309
Adjustments to reconcile net income to net cash
provided by operating activities: ,
Inventory obsolescence|reserve 210,77 —
Depreciation and amortlzat:on 1,211,650 1,036,589
Loss on disposal of fixed assets 6,913 —
Foreign currency loss (59,907) (178,567)
Beferred incomie taxés | {276,200) 49,200
Changes in assets and liabilities:
Accounts receivable 1,341,413 (2,801,404)
Inventories 2, 690 ,349) {842,003)
Notes receivable {(39,510) (3,068)
*QOther current assets 21,510 260,252
. Accounts payable (2,769,938) 174,551
- Accrued liabilities 391,864 (70,860)
_Income taxes payable[ ( 138 937) (107,767)
Net cash provided| by operating activities 4,697,223 4,159,232
Cash flows from.investing activities: '
. Capital expenditures (967,298) (403,471
Net cash used in i]nvesting activities I(961',298) (403,471)
Cash flows from financing activities: ‘
Repayment under Term Loan A (2,800,000) (3,157,890)
Repayment under Term Loan B | (60,000) {60,000)
Net repayments under line-of-credit agreement (375,000) (645,851)
Repayments of mortgage payab!e | (15,273) (4,895)
Net cash used in financing activities (3,250,273) (3,868,636)
Net increase (decrease) in cash and cash equivalents {479.652 (112,875)
Cash and cash equivalents at beginning of year 2,445,255 2,558,130
Cash and cash equivalents at end of year $ 2924907 2,445,255
Supplemental disclosures of cash flow information:
Cash paid during the year for: _
Interest $ 864,833 614,230
Income taxes $ 4,193,650 3,505,494
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Summary of Significant Accounting Policies

{a}

(c)

HVL|PARENT INCORPORATED AND SUBSIDIARIY
Notes to Consolidated Financial Statements |
September 30, 2005 and 2004 i

|
Eoo
Description af Business P

HVL Parent lncorporated and subsidiary (the Company) is a manufacmrer and distributor of quality
nutritional supp!emems with customers worldwide. The Company’ s busmess activity is primarily
with alternative health care providers and distributors.

Principles of Consolidation ! i

. The accompanying consolidated financial statements, presented in Umied States doltars, include the

consolidated accounts of HVL: Parent Incorporated (HVL) and ils who]iy 'owned subsidiary HVL,

- Incorporated (Inc. ),llnc s nonincorporated trading divisions: Dougias Labordtones Professional

Series, and Doctor’ s Care and its wholly owned subsidiaries: Hil VldOIﬂll‘l Laboratories, Inc of
Delaware, HVL - FSC Inc., Douglas Laboratories Europe, B.V., and Advanccd Medical Nutrition,

. Ine. (AMNI). All mtercampany balances and fransactions have been ehmmated The consolidated

< group is herein referred to as “the Company.”

(4

(¢

i
Revenue Recogmtwn !

The Company recogmzes revenue when products are shipped and the customer takes ownership and
assumes risk of Ioss, collection of the relevant receivable is probable persuaswe evidence of an
arrangement exists and the sales price is fixed or determmable | ;

Casi: and Cash Equivalents ! : '

The Company considers-money market acéounts with original maturities. of ]ess than three months as
cash equwaients i i

I
. . I B
Iriventories
]

Inventories are valued at the lower of cost (first-in, first-out) or market.
[ !
Property, Plant, and Equipment Lo
Property, plant, anfi equipment is stated at cost less accumulatf:d . depreciation. For financial
statement purposes, the Company provides for depreciation using the straight-line method; based on
the estimated useful lives of the related assets as follows: | |

|
Years

. ]
Building.and imptovements i 5 -!40
Equipment and machinery 13415
Automnobiles 5

i

Maintenance and repalrs which are not considered to extend the|useful lives of the assets, are
charged to operauOns as incurred. Expenditures for additions and 1mprovements are capitalized.
Upon sale or renrement the cost and related accumulated deprelcmtmn‘ are removed from the
accounts, and any resultmg gains or losses are included in other income (expense) for the year.

t
! i
|

7 - | ; (Continued)
|

i

|
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(k)

0

-all of the Company’s foreign operations s the Euro.

‘September 30, 2005,

Ampairment of Long-Lived Assets

HYLPARENT INCORPORATED AND SUBSIDIAR'Y
Notes to Consolidated Financial Statements
September 30,2005 and 2004

Goodwill

Goodwill represents! the excess of the purchase price paid over the fair value of the net assets of

businesses acqu:red In accordance with Statement of Financial ‘Ac'countmg Standards (SFAS)

" No. 142, Goodwill 'cmd Other Intangible Assets, which was adopted on October 1, 2002 (the

beginning of HVL’s fiscal year 2003), goodwill and purchased mmngrbles with mdeﬁmte useful
lives are no longer amortized but are reviewed periodically (at teast annually) for impairment.
Accordingly, HVL ceased to amortize approximately $10.million of net goodw:ll during fiscai 2003.

Debt Issue Costs

The Company mcurred legal, consuiting, and bank fees related to the jssuance of debt (note 4). These

debt issue costs are amortlzed over the remaining jife of the respective loans. Amortization expense
was $205,308 and $259,641 during 2005 and 2004, respectively.

Foreign Currency Translation

Foreign exchange gains and losses as a result of translating a forergn enttty s balance sheet from its
functional currency into U.S. dollars are included as other comprehensrve income in the consolidated
statementis of operi{trons and comprehensive income. Accumulated other comprehensive income
(loss) is reported in the consolidated statements of stockholders’ equlty The functional currency for

Income Taxes

The Company accounts for income taxes in accordance with the provrsrons of Statement of Financial
Accounting Standards No. 109, Accounting for Income Taxes (Statement 109). Under the asset and
liability method of Statement 109, deferred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial statement carrying amounts of
existing assets andi liabilities and their respective tax bases nnd‘ operatmg loss and tax credit
carryforwards. Deferred tax assets and liabilities are measured using énacted tax rates expected to
apply to taxable income in the years in which those temporary dlfferences are- expected to be
recovered or settled! Under Statement 109, the effect on deferred tax assets and liabilities of a change
in tax rates is recogﬁtzed in income in the period that inchides the enactment date.

Credit and Product,Concentration Risk !

Sales of $11,702, I!?l or 17% of the Company’s 2005 total net sales, were accounted for by one
customer and one product. Accounts receivable relating to this customer were 31,150,550 as of

-Sates of $16,851 932 or 25% of the Company’s 2004 total net sales were accounted for by one

customer and one product Accounts receivable relating to this customer were $2,151,258 as of
September 30, 2004,

In accordance withi SFAS No, 144, long-lived assets, such as property, plant, and equipment, are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying

!
8 (Continued)
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. forma basis:

HVL PARENT INCORPORATED AND SUBSIDIARY
Notes to Consolidated Financial Statements
September 30, 2005 and 2004 |

amount of the asset may not be recoverable. Recoverability of assets to be hetd and used is measured
by a:comparison Ofi the carrying amount of an asset to estimated t‘mdlscoumcd future cash flows
expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated fulure
cash flows, an impairment charge is recognized by the amount by which the carrying amount of an

T asset exceeds the faif value of the asset.

(m)

Stock-Based Campensation

The Company accounts for its stock-based compensation plans under APB 25. For stock options

© granted, the option pincc was not less than the fair market value of sharcs on the grant date, therefore,

no compensation ¢ost has been recogmized. Had compensation cost been determined under the
provisions of SFAS{No. 123, the Company’s net income would have been the following on a pro

MNet income, as reported ) 7,530,963 6,642,309
Deduct total stock- based b
cmployee compensatmn
expensc dctcrmmcd under
fair-value-based method

for all awards, net of tax ' (26,455) {63,446)
Pro forma net income $ 7,504,508 6,578,363
Use of Estimates

The preparation of f: tnancial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and Habilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the repomng penod Actual results could
diffet from those estimates.

Reclassification

Certain amounts in the 2004 financial statements have been reclass&ﬂed to conform with the current
year’s presentation.

9 l (Continued)
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(2) luycntnriqs

inventories as of September 30, 2005 and 2004 are as follows:

Depreciation expense was

PARENT INCORPORATED AND sunsmmk'lv
Notes to Consolidated Financial Statements E
i

September 30, 2005 and 2004

'
N

{
2005 |

; 2004
Rew materials $ 2,790,111 2,800,327
Waork-in-process 706,334 515,970
Finished goods 7,725,687 5,215,486
11,222,132 8,531,783
Less: Reserve for obsolescence 210,771 —
$ 11,011,361 8,531,783
(3) Property, Plant; and Equipment | !
b
Proliperty. plant, and equipment are comprised of the following: b
2005 2004
‘ Land $ 67,173 67,173
. ; Building and improvements 936,377 937,112
. Equipment and machinery 9,542,893 8,659,234
| 1('{,5?6,443 9,663,519
' Less accumulated depreciation 7,125,597 6,214,995
Net property, plant, and equipment $ 3,420,846 3,448,524

$1,006,342 and $776,948 during 2005 and 2004 respectively.

P

{Continued)




HVL|PARENT INCORPORATED AND SU BSIDIAR:Y
Notes to Consolidated Financial Statements

September 30, 2005 and 2004

(4} Long-term Debt

Long-term debt consists of the following as of September 30, 2005 and 2004: ;

.

2005 2004

Term loan A — provides for borrowings of
$14,000,000, principal payments of $700,000 quarterly at
either a rate of LIBOR plus 4% (6.10% as of
September 30, 2005) or prime rate ptus 3% (9.75% as of
September 30, 2005), due through January 1, 2007,
collateralized by substantially all the assets of the Company.  $ 455,587 3,255,587

Term loan B — provides for borrowings of
$6,000,000, principal payments of $15,000 quarterly at
either a rate of LIBOR plus 4.5% (6.60% as of
September 30, 2005) or prime rate plus 3.5% (10.25% as of
September 30 2005) and a balloon payment of $5,715,000
due January 1, 2007, collaterahzed by substantially all the _‘
assets of the Company 5,790,000 5,850,000

Reyolving line of credit — provides for borrowings up'to |
. $10,000,000, interest only payments quarterly at either
a rate of LIBOR plus 4% (6.10% as of September 30, 2005). l
or prime rate plus 3% (9.75% as of September 30, 2005), :
no principal payments required until maturity on
January 30, 2007, collaterahzed by substantially all the :
assets of the Company! 3,979,149 4,354,149

Morigage payable bank'— payable in quarterly installments ‘
including interest at 9% through September 2014, :

collateralized by building and land. 49,279 64,552
Note payable — vehicle — payable in monthly installments ‘

at 0% interest, due through August 2007. 18,279 —

10,292,294 13,524,288

Less current maturities 515,587 2,864,990

$ 9,776,707 10,659,298

The credit agreements fm" both the line-of-credit facility and the term loans contain restrictive covenants
which, among other lhmgs, require the Company to maintain certain leveragc and debt service ratios as
well as certain levels of eammgs and cash flows. The credit agreements have cross-collateral and cross-
default provisions. The tcrm loan agreement requires excess cash flows, asI deﬁned in the agreement, to be
pald against the Term Loan A, The Company plans to finance such addltnonal payment of $81,032 due for
fiscal 2005 by borrownng against the revolving line of credit. The Company was in compliance with all
covenants as of September 30, 2005 and 2004. Accrued interest outstandmg totaled $31,369 and $48,679
as of September 30, 2005 ‘and 2004, respectively.

i3] : (Continued}
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HVL'PARENT INCORPORATED AND SUBSIDIARY
Notes to Consolidated Financial Statements

‘September 30, 2005 and 2004

The future maturities on long-term debt based on the credit agreements are as follows as of September 30,
2005:

2006 $ 10,238,265
2007 14,130
2008 4,990
2009 34,909
2010 and thereafter o

$ 10292204

Stoclkholders® Equity

During 2002, 2000, and 1998 the Board authorized the grant of stock op‘txons for 152,000, 332,500, and
424,000 shares, rcspectlvely, of Class A nonvoting common stock in accordance with the Company’s
Stock Option and Grant Pian Of the 1998 stock options issued, 120, 000 were for restricted shares (as
defined below). All opnons were issued with an exercise price equal to fair market value at the date of
grant, based on an appralsal All options vest at a rate of 25% per year|(although options on restricted
shares may be exercised eariy subject to various restrictions) with immediate’ vesting upon thie occurrence
of certain defined transactions and expire ten years from the date of grant.

Subsequent to issuance, the options were exercised for the 120,000 of restr:cted sharcs bringing the total
number of issued restncted shares of Class A nonvoting common stock to 240,000. These restricted total
shares were issued to Company officers and members of management. Varaous restrictions exist as to the
transferability of the sha.res In addition, upon termination of the management member’s employment with
the Company, any nonvested shares must be sold back to the Company. Dunng 1999, 94,000 shares were
)
repurchased by the Company These shares were cancelled as pant of the merger and reorganization during
2002, The restricted shar:es vest at the rate of 25% per year with 100% tmmedmte vesting upen the
occurrence of certain defined transactions.

Number Exercise

of options price
Outstanding September 30, 2003 532,000 $ 1.00-3.15
Granted - —
Exercised — _—
Forfeited .
Outstanding September 30, 2004 532,000 1.00-3.15
Granted — —
Exercised — —_—
Forfeited — _—
Outstanding September 30, 2005 532,000 $ 1.00-3.15

12 - {Continued)
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HVL PARENT INCORPORATED AND SUBSIDIARTY
Notes to Consolidated Financial Statements |

|
September 30, 2005 and 2004 :

}

As of ertember 30, 2005 494,000 of the outstanding options were vest=d and exercrsable All options
granted in 1998 have a remammg contractual life of 2.75 years as of September 30, 2005. All options
granted in 2000 have a rema:nmg contractual life of 4.6 years as of September 30, 2005. All options
granted in 2002 have a rernammg contractual life of 6.8 years.as of September 30, 2005 '

The liquidation preference for the Series A and Series B convertible parttcrpatmg preferred stock is
$9, 208 000 and $792,000, ]respecnvely Dividends are not cumulative, and the st0ck has voting rights. The
stock has various conversron features into shares of common stock, Class A nonvotmg common stock, and
redeemable preferred. stock, if 66-2/3% of the voting power of outstandmg convembte participating
preferred stock votes to hdve a conversion take place. The stock also has automatic conversion features in
certiin circumstances. The stock is redeemable by the Company on or aﬁerlAugust 22, 2002, if 66-2/3% of

‘the voting power of outstdndmg convertible participating preferred stock votes to have a conversion. The

stock was redeemable pnor to August 22, 12002, if certain “extraordinary transacnons” (as defined) took
| ! '

The? Series A and Series' B redeemable preferred stock, if issued, would provide for 5% cumulative
dividends o I,

The Class C redeemabic preferred stock provided for a cumulative dmdend of‘ $IO per share per annum
commencing as of Dcccmbcr 31, 1999, and the stock had no voting. nghts The stock was redeemable by
the Company on or after July 31, 2004 if a majority of the outstanding Class C redeemable preferred stock
elected to have a redemption. The stock was redeemable prior to July 31, 2004, 1f' certain “extraordinary
transactions” (as defined) take place. During 2003, the bank issued an ortgmal fully—exccuted consent with
respect to the redcmpuon’ of Class C redeemable preferred stock in the amount of $3,000,000. During
2003, the Class C redeemable preferred stock was redeemed.in the amount of $3 000 000,

See. subsequent events note 13. i |

]
Defmed Contribution Plan |

The Company sponsors a defined contribution 401(k) and profit sharing plsut!covermg substantially all of
its employees who have met certain eligibility requirements. Employees 5.re al!owed to contribute up to
15% of their compensanon for the plan year to the 401(k) plan. The Company s matchmg contributions to
the 40t{k) plan as well as the contributions to the profit sharing plan are at the discretion of the board of
dlrectors and are ailocated at 50% of the first 10% of the contributions made by each employee. Matching
contnbutmns to the 401 (k) plan were $143,298 and $133,136 in 2005 and 2004 respectwely
ngatron and Claims i :
The Company is party {t0 various ongoing, pending, and threatened ]mgatlon along with other
contmgencres arising out lof the normal course of business. Certain of these clatms are against a major
customer for product liability to which the Company has been named as a co-defendant. The ultimate
disposition of these clamtsI cannot be determined at this time. Management t beheves that these claims, when
resolved will not have any material adverse effect on the consolidated financial position -or results of
operations of the Company. L

t
B .
' | 13 ' \ (Continued)




&

HVL:!

Tncome Taxes

Income before taxes for t
income as follows:

Domestic
Foreign

Total incom

PARENT INCORPORATED AND SUBSIDIARY
Notes to Conselidated Financial Statements
September 30, 2005 and 2004

he years ended September 30, 2005 and 2004 |includes domestic and foreign

2005 2004
$ 10,836,679 0,783,945
534,594 336,130
¢ before tax $ 11',3-71,27‘3 10,120,075

Income tax expense attributable to pretax income for the years ended Septembcr 30, 2005 and 2004

i
includes current and deferr

ed taxes as follows:

2005 2004
Current: _
Federal 5 3,484,969 3,064,587
State ,61 249,695
Foreign 80,925 114,284
Total current 4116,510 3,428,566
Deferred: '
Federal (143,028) 46,740
‘State (133,179) 2,460
Total deferred expense (276,200) 49,200
Total incormie tax expense $ 3840310 3,477,766

The tax effects of temporary differences that give rise to significant pOl'tIOllS of the deferred tax assets and

deferred tax liabilities as of September 30, 2005 and 2004 are presented below f
2005 : 2004
Deferred tax assets: :
Alilowance for doubtful accounts $ 83, 000 53,800
Accrued expenses 157 000 107,000
Inventory 189,000 89,000
Total gross deferred tax assets 429,000 249,800
Deferred tax liabilities: o
Propcrty, plant, and equipment 547,000 640,000
Other . — 4,000
Total gross deferred tax liabilities 547,000 644,000
Net deferred tax assets/(liability) $ (118,000) (394,200)
14 {Continued)
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in assessing the recoverability of deferred tax assets, management conslders whether it is more likely than
not that some portion or 'ai! of the deferred tax assets will not be reallzed' The ultimate realization of
deférred tax assets is depe}ndent upon the generation. of future taxable i mcome during the periods in which
those temporary differences become deductible. Management considers the scheduled reversal of deferred
lax liabilities, projected future taxable income, and tax planning strategies i in makmg this assessment.

It is the Company’s 1ntent‘10n to continue to reinvest the undistributed earnmgs of its foreign subsidiaries;
and, as such, no provision has been made for U.S. taxes on $2,545 000 of cumulative undistributed
earnings of these foreign sub51d1anes Determination of the potential deferred tax liability is not practicable
as foreign tax credits are expected 0 be available to offset any U.S. tax 1f and when these earnings are
distributed.

The provision for income taxes allocated to pretax income differs from jtax calculated by applying the
U.S. statutory federal mcome tax rate to pretax income due principally to state income taxes, net of the
federal income tax benef‘n, foreign income taxed at rates other than| the federal income tax rate,
nondeductlble expenses, extraterritorial income exclusion, and research and development tax credits.

There was no tax expense or benefit aflocated to the components of comprehensive income:

Leasing Arrangements

The Company leases vanous facilities, equipment, and vehicles through noncancelable operating leases.
Approximate future minimum lease obligations under the noncanceiable operatmg Tleases are as follows:

Year ending September 30:

2006 $ 1,160,926
2007 1,010,729
2008 635,790
2009 ' 9,422

2010 and thereafter L e
S__ 2816867

The total rent and lease expense charged to operations was approximately $1,284,824 and $1,521,412 in
2005 and 2004, respectively.

Research and Development

In the course of normal operations, the Company routinely incurs vanous costs that are related to the
development and tcstmg[of new products. The total research and deveiopment expense charged to
operations was approximately $1,540,083 and $1,482,953 in 2005 and 2004, respectively.

‘Related Party Transactions

The Company conducts its manufacturing operations at facilities leased from one of the Company’s major
stockholders. The lease, accounted for as an operating lease, provides for an approximate annual base rent
of $764,000. The lease exptres on May 31,2008. .

15 b (Continued)
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September 30, 2005 and 2004 ;

Notes 'Recte'ivable for Shares Sold

Certain employees exercised their options to purchase Class A nonvoting common stock in exchange for
an interest-bearing note (519%} secured by the shares. The principal ba!am':e and any unpaid interest shall
be dut. and payable on the|earlier of July 6, 2008 or when the related shares are redeemed. The outstanding
prmc:pal balances of these notes amounted to $132,592 as of September 30 2005 and 2004 and are
classnf' ed as a reduction of stockholders’ equity. ' |

|
Sub'sequent Events ! 5

In August 2005, the Company signed a non-binding letter of intent to sell al] of the outstanding stock of the
Company to Atrium B:otech.nelog:es Inc. (Atrium). As a result of this lransactlon the outstanding debt of
the ”Company will be pald'm full, the shareholders of the Company will recewe consideration.in cash and
shares of Atrium common stock, and the Company will become a whoiiy-awncd suhs;dmry of Atrium.

Subsequent to the balance sheet date, on December 8, 2005, all of the outstandmg shares of common stock,
common stock Class A nonvetmg, and Series A and Series B convertible partlmpatmg preferred stock were
acquired by Afrium Blotechnologles, Inc. {Atrium). Atrium paid approxnmatcly 394,000,000 for the

" Company, of which approxnmalely $9,000,000 was used to pay the balances outstandmg on the revolving

. (14)

line of credit, term loan Al and term loan B (see note 4), and to pay for icgaf expenses related to the sale.
Approximately $7,000,000 of the proceeds was placed in escrow pending resoluhon of various oper items,
Upon settlement of such dpen iterns, the remaining escrow amounts witl be dls‘mbuted to the stockholders
of the Company. The remaining $78,000,000 was distributed to the slockholders of the Company based on
their pro rata ownership. nfter satisfaction of the liquidation preference related to thc Series A and Series B
convertible participating preferred stock (see note 5), The distribution to the stockholders of the Company
consists of approximately $69,000,000 in cash and approximately $9,000, 000 in shares of Atrium for
certain of the stockholders : '

t

The balances outstanding [on the revolving line of credit, term loan A, and term loan B were paid in full
subsequent to the balance shect date. i !

As a result of this transaction, the Company became 'a ‘wholly owned subsidiary of Atrium effective
December 8, 2005. b

Reconciliation of United States and Canadian Generally Accepted Accounting Principles

The financial statements of the Company have been prepared in accordance with accounting principles
generally accepted in the United States of America (US GAAP). For the year ended September 30, 2005
and 2004, these principles'do not differ materially from Canadian generally accepted accounting principles
(Canadian GAAP) except:

16 v {Continued)
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|
t

The Series A and Series B convertible participating preferred stock is convertible, at the option of the

holder, into redeemable preferred stock. Therefore, pursuant to Canadian GAAP the Series A and Series B
convertible participating pref'errcd stock is classified as a current hab:hty For US GAAP purposes, the
Series A and Series B convemble participating preferred stock is classified &s equity. In accordance with
Canadian GAAP, the balancc sheet would reflect an increase in current liabilities of $10,000 ,000 and an
equivalent decrease in addmonal paid-in capital in stockholders’ equity. |The consolidated statement of
operations and comprehensive income and consolidated statement of cash flows for the years ended
September 30, 2005 and 2004 would not differ under Canadian GAAP.
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I, Luc Dupont, President and Chief Executive Officer, certify that:

1. | have reviewed the ann

ual filings (as this term is defined in Multilater‘al instrument 52-109

Certification of Disclosure rn {ssuers’ Annual and Interim Filings) of Atnunj Bidtechnologies Inc. (the
issuer) for the fiscal year endmg December 31, 2005, P

t

2. Based on my knowledge, the annual filings do not contain any untrue statement of a material fact or
omit to state a material fact required to be stated or that is necessary 'to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period covered

by the annual filings;

3. ‘Based on my knowledge, t
included in the annual filin
operations and cash flows
filings; and .

i
he annual financial statements together with thewother financial information
gs fairly present in all material respects the F nan01a| condition, results of
of the issuer, as of the date and for the perlods presented in the annual
I
I

| !
4. The issuer's other certifying officers and | are responsible for establishing and maintaining disclosure
controls and procedures for the issuer, and we have: '

(a) designed such drsclosure controls and procedures, or caused them to be designed under our
supervision, to prowde reasonable assurance that material mformatlon relatrng to the issuer,
including its consohdated subsidiaries, is made known to us by others within those entities,

particularly during the

penod in which the annual filings are being prepared and
|

(b) evaluated the eﬁectlveness of the issuer's disclosure controls and procedures as of the end of
the period covered by the annual filings and have caused the |ssuer to dlsclose in the annual

MD&A our conclusion:

s about the effectiveness of the disclosure controls and procedures as of

the end of the period covered by the annual filings based on such evaluatl

March 30, 2006

Luc Dupont

President.and Chief Executive Officer

|
1
'
i
'
i
1
|
h
i
[
|
|
I
H
i
|
1
]
I
|
|
.
|




I, John Dempsey, Vice President Finance and Chief Financial Officer, certify that:

1. | have reviewed the annual filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure lin Issuers' Annual and Interim Filings) of Atrium B|otechno|ogles inc. (the

issuer) for the fiscal year ending December 31, 2005

2. Based on my knowledge, the annual filings do not contain any untrue st

atement of a material fact or

omit to state a material fact required to be stated or that is necessary to make a statement not

misleading in light of the circumstances under which it was made, with
by the annual filings;

Iespect to the period covered

3. Based on my knowledge, the annual financial statements together with the other financial information
included in the annual fi Ilngs fairly present in all material respects the ,ﬁnanmal condition, results of
operations and cash flows of the issuer, as of the date and for the periods presented in the annual

filings; and

4. The issuer’s other certlfylng officers and | are responsible for establishing and maintaining disclosure

controls and procedures for the issuer, and we have:

{a) designed such dlsclosure controls and procedures, or caused them: ito be designed under our
supervision, to prowde reasonable assurance that material information ' relating to the issuer,

including its consohdated subsidiaries, is made known to us by|

others within those entities,

particularly during the period in which the annual filings are being prepared; and

{b) evaluated the effectlveness of the issuer's disclosure controls and
the period covered by the annual filings and have caused the |ss
MD&A our concluswns about the effectiveness of the disclosure c

procedures as of the end of
uer to 'disclose in the annual
‘ontrols and procedures as of

the end of the period covered by the annual filings based on such evaluation.

March 30, 2006

John Dempsey
Vice President Finance
and Chief Financial Officer
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As usen’ in this Annual Inﬁ;rmamm Form, unless the conte\r md:cates otherwne (i} all

references to “Atrium Bmtechnolu"re . the “Corporation”, “we’l, “us”, “our” or similar

terms refer collectively mlArrmm Bmtedmulog:es Inc. and, unhfzss the context otherwise

requires or indicates, its subsidiaries and (i) “S” or “dollars” refer to United States dollars and
¥ i |

“CANS” refers to Canadian dollars. . .




I.  CORPORATE STRUCTURE

1.1 ‘Name and Incorporation

Atrium Biotechnologies Inc. was incorporated on December 10, 1999, pursuant to the Canada
Business Corporations Act.} The articles of incorporation were amended on September 19, 2000
to effect a restructuring of the share capital, re-designate the then lssueid and outstanding common
shares as Subordinate Votmg Shares and create a new class of Mulnple Voting Shares. On
March 10, 2005, we again émended our articles so as to sub-divide the issued and outstanding
shares on a four-for-one baSIs further reorganize the share caplta! and remove the private
company restriclions contained therein.

Our authorized share capltal consists of an unlimited number of Mu]tlple Voting Shares,
Subordinate Voting Shares and preferred shares, issuable in series.

1
'

Our head office is located at 1405 Parc-Technologique Blvd., Quebec|City, Quebec Canada G1P
4P5. The telephone number is (418) 652-1116 and the facsimile number 1S (4]8) 652-0151. Our
web site is www.atrium-bio.com.

1.2 Intercorporate Relationships

The following chart sets out our corporate structure, including the jurisdictions of incorporation
of each of our principal subsidiaries. All of our subsidiaries are wholly'owned, either directly or

indirectly.
]
Atrium
Biatechnologies
Inc. (Canada)
'
100% |100% 100% 100% ’ . 100%
Atrium Biotech USA Afrium Biotach Siricie S.A Unipex Financel MultiChem Import
Ine. Holdco, Inc. '"F‘f’r‘:née)"" SAS. Export {2005 Inc.
(USA) (USA) { (France) (Canada)
100% | 100% 100% | 100% |
Pure Encapsulations, Iz‘i&p?r;f:; Unipex S.AS. Ghimiray S.A.S.
(USA) {USA) (France) {France)
100% ‘
HVL Incorparated
[USA)
100% | | 100% 100% |
] .
Hi-Vidamin Advanced Medical Douglas Laboratories ! 1
Laboratories! Inc, Nutrtion, Ine. Europe B.V.
{USA) l (USA) {Netherlands)

(1) For regulatory purposes, certain of our employees own 0.01% of the shares of Siricie §.A.




2. GENERAL DEVELOPMENT OF THE BUSINESS

2.1 Overview '

We are'a leading developer, manufacturer and marketer of value-added products for the
cosmetics, pharmaceutical, Fchemical and nutrition industries. We fc:)CUS primarily on growing
segments of the health and personal care markets which are benefiting from the trends towards
healthy living and the agéing of the population. We market a [broad portfolio of active
ingredients, specialty chem:ica]s and health and nutrition finished products through a highly
specialized sales and marketing network in more than 40 countries, primarily in North America,
Europe and Asia. '

b

2.2 History

From 1991 until the end of 1999, we operated as a division of Aterna Zentaris Inc (“Aterna
Zentaris™) (formerly /Eterna Laboratories Inc.), a publicly-traded b1opharmaceuttcal company
listed on the Toronto Stock[Exchange and the NASDAQ Stock Markel During that period, we
developed a number of products that were successfully marketed to the cosmetics and nutrition
industries. The cash flow generated from these activities helped| L£terna Zentaris fund its
biopharmaceutical rc:s.earch.| In December 1999, Atrium Blotechno]ogles was established as a
separate subsidiary of /Etenlm Zentaris. In exchange for a 100% equn}v interest, AEterna Zentaris
transferred to us its cosmetics and nutrition division, including the assets and trademarks relating
thereto as well as the exclusive right to use Aterna Zentaris® patents in the cosmetics and
nutrition industries.

Prior to establishing Atrium Biotechnologies as a separate subsidiary Aterna Zentaris carefully
analyzed the health and personal care markets and developed a strategic plan designed to enable
us to become a leading mternatlonal developer, manufacturer and marketer of innovative value-
added products in our mduslrles Following the business model of large pharmaceutical
companies, we decided to balance our internal product development efforls with acquisition and
in-licensing of products in order to expand our product portfo]no! To actwely market our
products, we also quickly, recognized the need to establish a direct sales and marketing
organization in key geographic markets complemented by a stroné international network of
distributors.

To fund our growth strategy, we concluded two private placements in 2000 with SGF Soquia Inc.
and Fonds de solidarité des travailleurs du Québec (FTQ), for total ,proceeds of $13.7 million.
These financings, along with internally generated cash flows, the prudem use of leverage and a
disciplined acquisition slrategy, allowed us to complete eight strateglc acquisitions for a total
consideration of $190 mnllan since September 2000, mcludmg that of \Unipex (France) in July
2001, Interchemical S.A. and Chimiray S.A. (France) in August 2{)03 Siricie S.A. (France) in
November 2003, Pure Enc?psulatlons (United States) in March 2004 JMultiChem (Canada} in
January 2005 and, more recently, HVL/Douglas Laboratories (United States) in December 2005.

23 Fiscal 2003

In January 2003, and subsequently throughout fiscal 2003, we acquired a total of 23,760 common
shares of the outstanding |capital stock of our subsidiary Unipex| Finance S.A.S. (“Unipex
. I !




Finance™) acquired in 2001,|based in a suburb of Paris, France, for a cash consideration of $1.8
million. During the same period, we also subscribed an additional |70,400 treasury shares of
Unipex Finance, increasing our interest in the latter to 80.65% (70.28% in 2002). Unlpe\
Finance was founded in 1968 and specializes in the development 'and marketing, mostly in
France, of value-added products in the cosmetics, pharmaceuucal, chemical and nutrition
industries.

In August 2003, we acqu:red Chimiray S.A. and Interchemical S.A.|(*Interchemical™), related
companies based in a suburb of Paris, France and established in 1974 and 1978, respectively, for
an aggregate amount of $1313 million. Chimiray and Interchemical’ § miain business focus is to

! !
- market value-added active mgrednents and specialty chemicals to the COSmetICS pharmaceutical,

chemical and nutrition industries. The acquisition of Chimiray and lmerchemlcal reinforced our
position in Europe by comblememlng our product portfolio of Spec:la]ty chemicals and APIs
(active pharmaceutical lng(edlents). [nterchemical has been merged with Unipex, while
Chimiray has been integrated on an operational basis with Unipex.

In November 2003, we acquired Siricie S.A. (*Siricie”), a company based in Paris, France, for
$1.6 million. Siricie specmllzes in the development of active mg‘redlents from marine and

. botanical sources using extraction and fermentation biotechnology processes for the cosmetics

\
industry. The acquisition of Siricie almost doubled our portfolio of pl‘fopnetary cosmetics active
ingredients. Siricie’s product line has been integrated with our existing portfoho

| '
2.4 Fiscal 2004 o
In March 2004, we acquired through a newly created subsidiary all of the, operating assets of Pure
Encapuslations, Inc. (“Pure|Encapsulations™), a company based in Sudbury, Massachusetts, a
suburb of Boston, for $38. O million, of which $2.4 million was paid as a balance of purchase
price in August 2005. Founded in 1991, Pure Encapsulations focuses on the development,
manufacturing and marketmg, of high-end health and nutrition finished products. [ts more than
300 high quality producls| are sold through a network of more than 30.000 healthcare
practitioners. We acquired Pure Encapsulations because of its leading|position in the specialized
nutrition market in the United States, reputation for quality, and state- of the-art customized

- manufacturing equipment.

In March 2004, we invested|$0.6 million in Les Biotechnologies Océanova Inc. (“Océanova™), a
research-based organization for an 18.75% voting interest. Located. in Rimouski, Quebec,
Océanova’s primary aim is to develop the potential of the diversified m'arlne biomass found in the
St-Lawrence River. We have a right of first refusal with respect to the commercialization of all
active ingredients arising out of Océanova’s research in the cosmetics and nutrition industries.
SGF Soquia Inc. has also invested in Océanova.

In July 2004, we acquired an additional 21,380 common shares of the outstanding capital stock of
our subsidiary Unipex Finance, based in France, for a cash consideration of $2.0 million,
increasing our interest in the [latter to 83.78% (80.65% in 2003).

In December 2004, we S|gned a licensing agreement with Aterna Zentaris which gave us the

|
exclusive right to use the platents pending patent applications, trademarks and all intellectual
property related to Neovastat and its components for manufacturlng and worldwide




: subscrlbe for convertible debentures of an additional amount of $0.4 mllllon m 2006.

' )
Lo
;

v

commercialization as a pharcheuncal product, except for COI'I’lITlEI‘CIHIIZlatIOIn in Canada and the
United States. In COﬂSlder'llIOI‘l for such rights, we issued 537,996 Subordlnate Voting Shares to
Kterna Zentaris. Neovastat is a drug under development in ‘Canadal and the United States by
Aterna Zentaris and is an anti-angiogenic product mainly intended for‘use by cancer patients. In
the event that Eterna Zentaxlls receives product marketing approval from the United States Food

“and Drug Administration (the ‘FDA™) for Neovastat, we will be requllred to pay $0.9 million to
AEterna Zenlarls and a roya!ty on our sales of Neovastat. Aterna Zentaris!is requ1red to' reimburse

us for up to $1.3 million ot fees incurred by us related to the reystratlon repositioning and
marketing of Neovastat. We do not intend to incur any research and development costs with
respect to Neovastat. Rather, our intention is to forge strateglc allnrlnees in order to ensure the
future commercialization ot} Neovastat, We anticipate that in e\challnge for marketing rights,
strategic partners will incur the additional research and development costs| that may be required to

. 1 . o
obtain regulatory approval in their respective territories. | .

| :
i

2.5 Fiscal 2005

In January 2005, we put in place a new $64.5 million revolving credit fac1l1ty with a syndicate of
banks. The borrowmgs under this facility were used in part to fund the:MultiChem acquisition,
described below. This facility can be renewed annually for a period of one year by the syndleate

of banks and |f not renewedI is then payable over a two year period. ] i

In January 2005, through the newly created subsidiary, MultiChem lmiport| Export (2005) Inc.
(*MultiChem™), we comp]eted the acquisition of the operating assets of: MultiChem Import
Export Inc. and MultiChem Tradmg Inc. for a total consideration 0f$20 7 million. MultiChem is
a Canadian marketer of active ingredients and specialty chemlcals and: has a portfolio of
approximately 400 products} sold to more than 500 customers in Canada and the North Eastern
United States. MultiChem St'lrted its operations in 1985. With offlces in Boucherville, Quebec
and Mississauga, Ontano MultiChem is one of the leading companies in Canada in its field.

In April 2005, we completed an initial public offering (*IPO™) and’ secondary offering of
6,250,000 Subordinate Votmg Shares at the offering price of CAN$12. 00 per share for total gross
proceeds of $61 million of W]‘llCh we received $41 million. lmmedlately prior to the closing of
the aforementioned offermg, we completed the acquisition of the nlon control]mg, interest in

. Unipex Finance for an amount of $7.3 million. This amount was seltled|thr0u5h the issuance of

741,584 Subordinate Voting Shares at the same offering price ofCAN$I2 00:

In June 2005, we invested |an additional amount of $0.4 million |n Oceanova by way of a

. subscription for convertible| debentures. Pursuant to the acqulsmon agreement entered into

between us and Océanova [in March 2004, we are committed, under certam conditions, to

In September 2005, we entered into a tax loss monetization program wrth our parent company

_Eterna Zentaris. We believe that this program will allow us to benefit from a part of Aterna
" Zentaris’ tax losses and may result in future annual savings of up to $2. 8 mllllon

i

- . In November 2005, we moldlf'ed our existing $64.5 million revolvmg credlt famllty The
" modified «credit facility, of an authorized amount of $107.5 million, has a three- -year revolving

|
term, renewable annually for the same period. We may increase the authorlzed amount up to a




maximum of $172.0 million, under certain conditions, and may also borrow in US dollars,
Canadian dollars or euros.

In December 2005, we acquired, through one of our U.S. subsidiaries, all of the outstanding
shares of HVL Parent Incorporated whose main brand is Douglas |Laboratories. Additional
details regarding this acq{lisiti()n are set out below in section [2.6 entitled “Significant
Acquisition”.

Effective as of the fourth iquarter of fiscal 2005, we changed our reporting currency from

Canadian dollars to US dolliars so that our financial statements will rpo‘re accurately reflect our
true operating results and financial position given that a majority of our busmess is conducted in
US doilars. |

2.6 Significant Acquisition

During the fiscal year ended December 31, 2005, we completed tl;e following significant
acquisition: ’

Douglas Laboratories

On December 8, 2005, we acqunred HVL Parent Incorporated (° Douglas Laboratories™) whose
main brand is Douglas Laboratories for a total amount of $86.9 million, of which $78.3 million
was paid in cash while the! balance of $8.6 million was paid by the issuance of Subordinate
Voting Shares at a price of CANS$10.95 per share. Based in Plttsburgh Pennsylvania, Douglas
Laboratories has been marketing health and nutritional products through healthcare practitioners
for over 50 vears. '

Reference is made to the Bulsiness Acquisition Report in Form 51- 102F4 filed by us on February
22, 2006 with respect to the acqmsmon of Douglas Laboratories, which i s hereby incorporated by
reference into this Annual Information Form.

3. DESCRIPTION OF THE BUSINESS .

3.1 Corporation overview

We are a leading developer, manufacturer and marketer of value-addéd products for the
cosmetics, pharmaceutical, chemical and nutrition industries. Our| head office is located in
Quebec City, Quebec. Our off'ces facilities and warehouses are stratt.glcally located in Canada,
the United States, the Nethérlands and France. As of March 2006, we had approximately 490
i |

employees, mcludmg 24 mvolved in business and product development 267 in production and
logistics, and 130 in sales alnd marketing. Many of our sales and marketmg employees have a
scientific background in order to support our sophisticated customers.

To better address the needs of our customers, we together with our sub51dlarles including Unipex

S.A.S. (“Unipex), Chlmlrayl S.A.S. (“Chimiray), MultiChem, Pure Encapsulatlons and Douglas

Laboratories, are organized in two business divisions: (i) Actwe Ingredients & Specialty
Chemicals Division; and (n) Health & Nutrition Division. The Active Ingredients & Specialty
Chemicals Division offers| value-added products that include h1g1 valug proprietary active




ingredients developed, acqunred or in-licensed by us. Through the Health & Nutrition Division,
we develop, manufacture and market proprietary health and nutrition finished products.

Active lngre(lients & Specialt\ Chemicals Division

The Active Ingredients & Specmlty Chemicals Division offers more than 1,500 value-added
products, of Wthh 50 are hlgh -value proprietary active ingredients developed acquired or in-
licensed by us. The balance is sourced from third-party manufacturers, including major
multinational companies. We are the sole marketer for a majority of these third-party products in
key markets in which we jhave a direct sales force. Our product portfolio includes active
ingredients, specialty lipids, chemicalisynthesis intermediates, functional chemicals, innovative
additives, preservatives and excipients.

Our products enhance customers’ end products by improving performance, providing essential
product attributes, lowering|costs and simplifying manufacturing processes. " In particular, our 50
proprietary active ingredients, mostly derived from biotechnologies, have proven biological
activities and are key value drivers of our customers’ finished prodruets. Our non-proprietary
value-added products complement our product portfolio, help us achieve industry diversification
to maximize the potential of our products, and build critical mass w1th our strategic 'customers.
These non-proprietary products have diverse applications. They are used among other things, in
the manufacturing of drugs and value-added foods and in numerous mdustrla] applications.

To efficiently sell our products, we also offer to customers the scientiﬁc,- technical and regulatory
support ‘needed to better understand the potential uses of our products and to reduce the
development time of their| finished products. This is essential tol the success in marketing
scientific value-added products. Our experts share application ideas, help resotve formulation or
application challenges and Isupport customers’ new product development efforts and regulatory
compliance.

We sell to approximately 2,000 manufacturers in the cosmetics, phqrmaceutlcai chemical and
nutrition industries. In North America and Europe, we sell our produets through our own sales
and marketing orgamzauou. The proprietary active ingredients are also marketed through a
network of more than 35 specialized distributors in over 40 countries.| Our sophisticated logistics
systems -enable us to service our customers on a timely basis. The propnetary active ingredients
are either manufactured in- -house or outsourced to reliable contract manufacturers

Health & Nutrition Division

Through the Health & Nutrltlon Division, we develop, manufacture and market more than 1,300
proprietary health and nutrllnon finished products. These products ar'e generated primarily from
natural sources and include vitamins, minerals and specialized products Innovative and high-end,
these products are not suited for mass market channels. They are sold primarily through
healthcare practitioners, such as physicians, chiropractors and naturopaths and are based on
scientifically supported forr}nulas to deliver the expected health benefits. Some of the producls are
manufactured using molecular separation biotechnology.

In the United States, we sell our products through more than 40,000 healthcare practitioners. In
addition, certain of our procliucls are offered in more than 25 countries through a network of more
than 45 distributors targeting niche markets. Virtually all of our health and nutrition products are
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manufactured in our state-of-the-art facilities in Quebec City, Quebec, Sudbury, Massachusetts

and Pittsburgh, Pennsylvanid.

3.2 Products

We offer a comprehensive [product line consisting of more than 1, 500 active ingredients and
specialty chemicals and | 300 health and nutrition finished products These include 1,374
proprietary products, ofwhlch 49 were developed internally, 1,309 were acquired and 16 were in-
licensed from third parties. iThis broad product portfolio plays an important rote in provrdmg the
dlffercntlatlng factors required by our customers 1o compete in their markets. In order to increase
the breadth and innovative character of our product offering, we intend to continue to acquire, in-
license and develop new proprletary products.

We have built a solid reputation as a reliable provider of quality produéts, which contributes to
long-term repeat business. l The efficacy and safety of our proprilctary products have been
thoroughly documented. Quality control of all of our proprietary products includes testing by
independent laboratories.

Active lugredients & Specialty Chemicals Division Lo

- S . : : L .
We commercialize active m'gredlents and specialty chemicals in the cosmetics, pharmaceutical,
nutrition and chemical industries, as described below.

Cosmetics Industry

In the cosmetics industry, the product portfolio is comprised of active ingredients, specialty
additives, excipients, surfactants, preservatives, sunscreens, pigments and lacquers. They include
performance enhancers for skin care, hair care and makeup products designed to improve the

safety, efficacy, texture and |stablltty of the customers’ finished products

The main proprietary products consist of cosmetic active ingredients targetmg primarily the fast
growing anti-ageing and skin care market segments. Certain of these products were developed
in-house, while the majority were acquired or in-licensed by us. Most of our key proprietary
active ingredients are subject to clinical studies, some of which are |conducted in collaboration
with industry leaders.

Pharmaceutical Industry

In the pharmaceutical industry, we commercialize excipients, preservatives, flavouring agents
and active pharmaceutical | ingredients (“API[s™) such as peptides, |nucleotides, amino acids,
antibiotics and sulfamides. { APIs are marketed to both ethical and generlc drug manufacturers.
For generic drugs, we often provide clients with both the mgredlents and their complete
registration file which we m[ay adapt to comply with regulatory requ1re|ments

Some of the APIs which we commercialize are: (i) articaine, an anesthetic used in dentistry; (ii)
progesterone, used in mcnfopause-discomfort drugs; (ii1) quinine, an anti-paludic used in the
treatment and prevention of malaria; and (iv) polyvinylpyrrolidone iodine, ‘an antiseptic used in
applications such as operatirltg field disinfection.




The following are certain of our formulation additives: (i) amino, acids used in parenteral

nutrition; (ii) vitamin E- FPGS an exclusive form of vitamin E 1ltsed to facilitate the oral
'1bsorpt|on of anti-cancer drugs; and (iii) sodium benzoate, an excipient used as a key component

in various drugs.

Nutrition Industry
In the nutrition industry, we commercialize processing aids, antioxidants, vitamins, minerals,
preservatives and ﬂavourlng and texturing agents for manufacturers of dietary supplements, food
and animal feed. These mgredlents are used to enhance product formulation, nutritional value
and taste, for better acceptance by consumers.

The following are certain of; the products: (i) inuline, known for its blf'dogjemc prebiotic action,
used in transformed nutrition products for diabetics, newborns and children, and in healthy
foodstuffs; and (ii) lactoserum protein hydrolyzates, used in hypoallergemc nutrition for athletes
and children, and in geriatric and hospital nutrition.

Chemical Industry

In the chemical industry, we market specialty chemicals which are used in a wide variety of
industries such as coatings, construction, plastics, rubber, textile, ink,l automotive, photography,
paint, electronics and ﬁdheswes We also commercialize chemical synthesis intermediates and
building blocks which are prlmarlfy used in the manufacturing of pharmaceutlcal products.

Some of the products that, we market to the chemical industry mclude (i} L-Norvaline, a
chemical synthesis intermediate used to produce a drug for the treatment of hypertension and
heart failure; (i) Benzoflex 9. 8850, a safe plasticizer used in po]yurethane ink roll coatings as a
substitute for phthalates, some of which are considered carcinogenic|by the FDA; (iii} Ajicure
MY-24, an innovative additive incorporated in a product which is used|inthe automotive industry
as a replacement for bltumen based protection in a car’s lower body! as a sound insulator and
anti-vibration component; and (iv) interferential pigments, which |jare the most technically
advanced pigments today, and are used in bank notes for protection against counterfeiting and in
other security applications. Lo

Health & Nutrition Division

The following describes our lrnain health and nutrition product lines, alljof which are proprietary:

~ CarTCell Product Line

CarTCell is a complex of natural molecules obtained from marine |biomass using molecular
separation biotechnology. The product line is comprised of eight different products. Comitris, a
.more potent version of the initial product, was launched in North Ametlca and Europe in January
.2005 and helps maintain healthy angiogenic balance and blood parameters It is typically used by
people having critical or debilitating conditions, to help improve the:r quality of life. The

CarTCell product line has bekn successfully commercialized intematior’nally since 1992.

NatCell Product Line

The NatCell line of produclts is obtained from various biomasses ulsing molecular separation
biotechnology. It consists of more than 10 different products, the most popular being NatCell
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Thymus, Cytofactors, Zepatix and CF Support. They have different functions depending on the
mix ofpeptldes and molecules Some help maintain a healthy immune, function while others help
maintain energy levels or contnbute to healthy ageing. The NatCell product line has also been
successfully commercialized internationally since 1992, b

Pure Encapsulations Product Line

The Pure Encapsulations product line is comprised of more than 300 products offered in various
formats to satisfy the needs of healthcare practitioners. Pure Encapsu]'u|011s| products have been
offered to healthcare practlltloners since 1991. All products conlam quantities of vitamins,
minerals, nutrients, amino acids or herbal extracts with scientifically- proven health benefits. Pure
Encapsulations uses only premium natural hypoallergenic products i |n the manufacturing of its
supplements. All capsules are vegetable-based. Key products include hlghly potent and natural
multi-vitamins for adults artld children, specialized nutrition produc‘ts such as UltraNutrient,
Nutrient 950 and PedlaNutrlents high-end antioxidants such as COQEO and condition-specific
products such as the Macular Support Formula, designed to protect and support the central area

I
of the retina, responsible for sharp vision.

Douglas Laboratories Product Line v '

Douglas Laboratories offers a broad selection of approximately 960 branded products offered in
various formats to satisfy tthe needs of healthcare practitioners. Manv products are unique
formulations that are only a\lfallable at Douglas Laboratories, mc]udmg the Ultra Preventive and
Basic Preventive lines—the most widely recommended professional grade multiple vitamin and
mineral formulas in the marketphce Douglas Laboratories also offers an extensive array of
herbal supplements mcludmg Ayurvedic herbs, herbal combinations Lancl the Max-V exclusive
fine of standardized herbs in vegetarian capsules. In addition to \these and our other fine
supplements, Douglas Laboratories is continually developing new products based upon the latest
scientific’ and clinical reselarch Douglas Laboratories relies on a solid team of sales
representatives that covers the entire United States. Douglas Laboratorles has been marketmg
health and nutritional products through healthcare practitioners for over 50 years and is
recognized across the industry for its quality and innovation,

3.3 Sales and Marketing |

Our customers’ purchasing decnsrons are based on product safety, eff'cacy innovative content
and quality, breadth of product offering and reliability of delivery. We have achieved leadership
positions in our markets by meeting these criteria, thereby becoming a partner of choice for our
customers. Our comprehens‘.we product lines of high quality science-based products are fully
- supported by our skitled préfessionals and distributors in more than|40 countries, For fiscal
2003, 54% of our revenues were generated in Europe, 44% in North Amerlca and 2% in Asia
and elsewhere. No single customer represented more than 10% of our revenues in fiscal 2005.

We have a sales and marketing team of 130 professionals, 83 of whom jare in'North America and
‘47 in Europe. They are quallf'ed to promote the scientific and technical charactcnstncs as well as
the various applications of our products. Their mandate is to marlfet existing products and
tdentify new product development opportunities arising out of our privileged customer
relationships.




* pharmaceutical, chemical and nutrition industries.

3

In territories where we do not have a direct sales force, we col]abqrate wuh an mternatlonal
network of distributors. lfilese distributors have been carefully seIIected tor their established
relatlonshlps with leading customers and their recognized ability to sell value-added products.

The distributors are trained by our scientific and sales staff. Together with our dlslrlbutors we

visit key customers in these ferritories on a regular basis. oo

b
We belleve that personalized visits with strategic customers are the molsl effective way of
assessing our customers’ specific needs and directing our new product development efforts.
Technical articles in trade or peer-reviewed scientific journals reinforce the value-added
posmomng7 of our products| These papers are written by our scnenilﬁe and technical staff or
industry texperts.  We also provide web-based seminars and produce commercual leaflets,
educational sales sheets and CD-ROMs. Seven web sites (mcludmg Vv, atrium-bio.com)
broaden - our reach and better serve our customers’ needs for qu1ek l’md easy ; access (o
information. We also parllmpate in selected trade events. )

1

Active Ingredients & Specialty Chemicals Division ‘

In North- America and Europle we sell our active ingredients and specna]ty chemicals through our
direct sales force based in Canada and France. In addition, our propru'stary active ingredients are
marketed in apprommate]yI 40 countries through a network of more than 35 specialized
distributors. !

To increase the use of our products by our customers in their end products we assist our
customers in the developr}lent of innovative products by supportmg them with . scientific,
technical and regulatory expertlse In addition, we supply our products on a reliable and
competitive basis. In our|view, these factors have allowed us to develop preferred supply
arrangements with industry leaders.

By commercializing products in the cosmetics, pharmaceutical, chemicl:al and nutrition industries,
we have built critical mass, gained industry diversification and rrlla\lumlzed the commercial
opportunities for our products We sell to approximately 2,000 manufalclurers in the cosmetics,

Health & Nutrition Division

We sell our health and nutrlmon finished products primarily to healthcare practitioners such as
physicians, chiropractors anld naturopaths. In the United States, our [sales are made directly; in

more than 25 other countries, we sell through a network of more than 45 dlS[l‘lbUlOl‘S; The main
responsibility ‘of our saleé teams is to maintain solid rel'monshlps with key healthcare
practitioners and to coordmale the marketing efforts of our dlStI‘]bIUIOI'S Our sales force is
organized in three geographlc regions (North America, Europe and ASla and elsewhere) in order
to better address local needs and optimize our market presence. A SIgmf'canl part of our sales

_force s compensatlon is based on the level of profitable growth. :

}
Pure Encapsulatlons generates a significant portion of our Health ‘& Nutrition ' D|v1s.|0n 5
revenues. Pure Encapsulatlons sells its health and nutrition product polrtfollol to more than 30,000
healthcare practitioners in the United States, primarily through a detalied catalogue which is
mailed five times a year |to more than 100,000 healthcare practltloners In addition, we
periodically send targeted imailings, include selected product speelf'cauon sales sheets with
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orders, and participate in selected industry trade shows and smenuﬁc conferences Our highly
trained nutritionists assist he'a]thcare practitioners in selecting the approprlate products needed to
address specific health condmons Pure Encapsulations is recognized by industry sources as
having superior quality products and an outstanding fulfillment record most orders are received
by healthcare practitioners within 48 hours.

Douglas Laboratories offers|a broad selection of approximately 960 branded products offered in

various formats to satisfy the needs of healthcare practitioners. Dofrglas Laboratories sells its
health and nutrition product' portfolio to more than 10,000 he’rlthcare'practltloncrs in the United
States by relying on a solrditeam of sales represematlves that covers the entire United States. It
also operates a sales and fulfilment branch in Holland and a sales desk in Spain to address the
needs of its European customers. Douglas Laboratories has been m'rrketmg health and nutritional
products through healthcare:practltloners for over 50 years and is recognlzed across the industry
for its quality and innovation.

34 New Product Pipeline

Since 1993, we have developed 49 products internally. Since 2000, to diversify and rapidly
expand our product portfolio, we have concentrated our efforts on jacquiring and in-licensing
proven products and product lines. Since then, we acquired two product lines and signed five in-
licensing agreements, bringing 16 new products to our portfolio. We also added 960 products
through the acquisition of Douglas Laboratories, 306 products through the acquisition of Pure
Encapsulations, 25 through! the acquisition of Biotherapies and 18 through the acquisition of
Siricie.

It generally takes more than three years to complele safety evaluatron non-clinical and clinical
studies, production scale- up and regulatory filings in order to bring 'a product from concept to
market. ' To expand our pro[larretary product portfolio in the short-term, leverage our international
commercialization networkjand lower the risks and expensces relaled to in-house research and
development, we primarily, focus on: (i) acquiring or in- Ircensmf, new products which are
commercialized or close to bemg marketed; and (i) adapting and improving existing proprietary
products to meet specific market or customer needs. This allows us|to introduce new products
generally within one year, To further complement our product offering, we also seek to market
products from third parties. | Moreover, to maintain our position as an innovator, we séek to enter
into strategic partnerships with research-based organizations in order|to assure medium to long-
term introduction of new proprietary products. Finally, leveraging our involvement in four
industry sectors often allows us to develop products not only for therr initially intended use but
also for applications in other sectors, thereby maximizing comme rcial opportunities for our
products.

To maximize the success of new proprietary products, we systematically start from a specific
market need or customer request We favour projects for which a strategrc customer is interested
in sharing development cost‘s with us. This commitment is generally a good indicator of potential
commercial success. It not only confirms the potential value of the project but atso reduces time-
to-market and increases the|product penetration rate thereafter, as we !typical!y conduct these co-
development projects with industry-leading customers.




These projects range from(the development of new active ingredients to chemical synthesis
process optimization. Generally, for the development of new actwei ingredients, we share the
costs of safety evaluation, cllmca] studies, manufacturing scale-up and regulatory filings with our
co-development partners. I exchange for their contribution, we typlcal]y offer them a first-to-
market opportunity which id generally limited to less than a year. We also collaborate with our
customers in designing new ways of synthesizing chemical entities. Our objectlve is to help them
reduce their production costs while using raw materials that are commercialized e\cluswe]y by
us. Our business and product development team, composed of 24 Iemployees based in North
America and Europe, gains|crucial competitive information through these collaborations. This
allows us to better understand our customers’ needs, develop tailored soluuons and focus our
acqmsmon and in-licensing lefforts

The following outlines our new product pipeline strategy:

Acquisition and In-Licensing of Products

Our business and product Idevelopmem team focuses primarily on ‘acquiring and in-licensing
products. As described abo?e, we find this to be an efficient and safe Iapproa}ch to rapidly expand
our new product pipeline. We work closely with our customers’ research and development teams
to identify specific market opportunities. Supported by an international network of consultants,
our development team seeks technologies which complement our [existing portfolio, answer
unmet customer needs and help us establish relationships with new customers in new territories.
Our knowledge of industry Ineeds and regulatory requirements enables us to focus only on those
scientific protocols needed to obtain regulatory approval and market écceptance This allows us
to reduce development costs and generally introduce acquired or in- Iléenlsediproducts in less than
a year.

Internal Product Development

Our internal product develc'l)pment concentrates on product adaptati?n‘and improvement. Qur
business and product development team works with existing active ingredients to find new
applications and make formulatlon improvements, in order to create new and improved products.
For example, in our Health & Nutrition Division, we developed CF Support, Cytofactors and
Zepatix, three condition- sﬁccnf’c products based on our NatCell product line. As another
example, in January 2005 we introduced Comiltris, a new and more effecuve version of CarTCell.
This was the eighth product derived from CarTCell and was made pOSS|ble using molecular
separation biotechnology.| Our development team conunuousiﬁz 'studies new extraction
procedures to isolate or enrich active fractions with the desired blolog:cal activities. In our
Active Ingredients & Specnhlty Chemicals Division, this led to the developmem of a number of
products derived from AE- 957 a proprietary product, including MDI Complex MRT?, MMI and
MAI Complex.

Collaboration with Resedrch Based Organizations ;

Our long-term product plpe]me strategy is to partner with, and on occasion invest in, research and
development orgamzatlons‘ These collaboration projects will allow ius to Ieverage the work of
independent research and |df:'wz:lopment organizations at reduced rlsk to us. In addition to
acquisitions and in- Ilcensmg, we expect these collaborations to prowde us with a solid pipeline of
innovative products in the|long term. We believe that we are an attractive partner for these
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research.and development organizations in that we provide them with development guidance and
access 1o our international commercialization network. :

. :
For example in 2004, we invested in Océanova, an independent research organization dedicated
to screening marine biomass, primarily from the St-Lawrence Rwerj Collabomting with a
number of scientists and Iaboratorles Océanova’s objective is to ldentlfy potential technologies
and products and complete prellmmary etficacy and safety studies on|them.! We have a right of
first reh:_lsal on all technologies and products developed by Oeeanolva for applications in the
cosmetics and nutrition industries. Océanova’s main research fields mclude immunology,

inflammation, oxidation and bacteriology. l '
|

We launched in 20035, the new active ingredient Aldavine, which was dqveloped in collaboration
with Oc¢anova. This active ingredient is for the skin care and anti-aging segments of the
cosmetic market. i i

i
[ 1

The competition faced by these two divisions is as follows: o

!

| !
The markets for active ingredients are highly fragmented. The majority of our competitors in this
segment are privately owned while others are part of larger speCIalty chem:cals or commodity
groups such as Arch Chemllcals Cognis, Croda, DSM, Engelhard, Lonza and Symrise. Smaller
competitors include Codif, Pentapharm Secma and Silab. While sonlle of our competitors offer
active ingredients coming strlctly from botanical or marine sources, |we offer a comprehensive
portfolio derived from diverse sources and using various bloteehnologles

3.5 Competition

Active Ingredients & Specialty Chemicals Division

There are numerous specialty chemicals producers around the world resultmg in a very
fragmented market. Certainl segments of the specialty chemicals mdusltry are dominated by large
multinational groups such as BASF, Clariant, Degussa, Dow Chemical, DSM and Lonza. For
specialty chemicals developed by companies such as Ajinomoto, Ciba :and Dow Chemical, we act
as a channel partner, commercializing selected products on an exclusive basis to our wide base of
customers in Europe, The|competition in this industry consists prlmarlly :of manufacturers of
specialty chemicals similar to those which we markets for third parties! '

|
' |
Health & Nutrition Division l
The health and nutrition 1rl1dustry is vast and competitive. Product quallty and distribution
channels vary widely; the latter include retail chains, multi-level marketmg organizations and
web-based retailers. In retajl and mass market channels, there are a great n'umber of brands and
price points are generally low. To avoid competing on such grounds |we, market prlmarlly to
healthcare practitioners, wh in turn sell our products to their patients. | !
I
There are a multitude of competltors in the United States, which is our prlmary market, The most
important competition in sales to healthcare practitioners comes from prlvately -owned businesses
such as Metagenics, Thorne Research and Standard Process. The European and Asian markets
are even more fragmentedl They are characterized by a much g:,rlreaterI number ‘of smaller
privately-owned businesses,|often operating as part or a spin-off of treatment clinics. We belicve
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that we distinguish ourselves from competitors with the consistency apd;quality of our products,
which are all supported by iscientific literature or evidence. We are also among the very few
companies to provide full disclosure of all ingredients in our formulations and to offer an open

plant policy to healthcare practitioners who want to inspect our facilities.

3.6 Manufacturing and Supply

We operate three state-of-the-art manufacturmg facilities, where we manuf"lcture virtually all of
our proprietary products. The first is in Quebec City, Quebec, where we, produce health and
nutrition’ finished products and cosmetic active ingredients usmg molecular separation
biotechnology equipment. The second and third are respectively in Sudbury Massachusetts and
Pittsburgh, Pennsylvania, where we blend, encapsulate and bottle health and nutrition finished
products. Based on our expected growth rate, we believe that our manufacturmg capacity will be
suffictent to meet our requllrements for at least the next three years without having to incur
significant capital expenditures. The policy is to limit investment in mbnufacturing assets, except
when deemed strategic in terms of know-how or consistency of supply.

i

For the limited number of proprietary products that we do not manufacture in-house, we rely on a
solid network of contract manufacturers located in North America and[ Europe. All production is
rigorously controlled by our sc:entn‘"c and technical team. Producuon outsourcing minimizes
investment in capital equipment. In order to meet our volume requ1rements over the next several
years, we have developed I‘elaIIOI‘IShlpS with selected contract mahufaclurers We are not
dependent on any such contlfact manufacturer. We are of the view that if necessary, our current
selected contract manufacturers could be replaced with minimal dlSl‘llptIOﬂ to our operations.

Many of our value-added products in the Active Ingredients & Specialty Chemicals Division are
secured from third partles| including major multinational companies. We have long-term
relationships with many of these companies and believe that they co'nstltute a secure source of
supply. We do not manufacture any of our non-proprietary products.

We currently purchase raw|materials for the manufacturing of our proprietary products from
suppliers recognized for thelir quality and consistency. Our quality|control staff requires full
disclosure on the part of our suppliers and we periodically conduct. on-site audits of their
facilities. For strategic reasons, certain of our key raw materials are sourced from single
suppliers. However, in the]event that we were unable to source an|ingredient from a current
supplier, we believe that we could either produce it ourseives or obtain it from an alternative
supplier, with minimal disruption to our operations.

To supply products to customers in a timely manner, we have developed an expertise in
international logistics. We use advanced information technology (IT) systems and detailed
procedures to optimize the Iogtsncs operations. Relying on a network of warehouses strategically
located in North America and Europe, we are able to supply all of our customers within very
short delays. In France, the main warehouse for the Active lngredlents & Specialty Chemicals
Division is fully computerized with a wireless network linking fork- hfts with computer systems
for on-time and accurate control of inventory and shipping. In Sudbury, Massachusetts and
Pittsburgh, Pennsylvania, the sophisticated computer systems support the customer service and




shipping teams, enabling them to meet our 48-hour delivery policy for al!ihealth and nutrition
products. ‘ b '

. D
s

3.7 Intellectual Property

We believe that our success and ability to compete are linked to the sOlidiintéllectui&ll property
behind the proprietary and non-proprietary products that we commerc:lahze The intellectual
property relating to a majority of the non-proprietary products whlchI we commercialize is held
by third parties. Our proprietary products, whether owned by us or m llcensed are protected by
either patents, trademarks, registered names, licenses, trade secrets or know how. Specifically,
there are over 25 patents covering 50 of our proprietary products| in strategic geographical
markets. We also hold 109 registered trademarks, one of which (Pure Encapsulations, Inc.)
covers 306 Pure Encapsulations products. The others are used in con'nectlon with certain of our
Siricie, Atrium Biotechnologies, Douglas Laboratories and Blotheraples products.  When
appropriate, we will take all necessary action to prevent and stop any mfrmgement of our
mtellectual property rights. -

A number of our proprietary products (such as CarTCell and MDI Conllplex) are manufactured
accordmg to a patented process to produce marine extract. Aterna Zentans holds the proprietary
rights to the patents covering this extraction and purification process We have licence
agreements with /Eterna Zentaris which grant us the exclusive right t(l) use these patent rights as
well as other patent rights for the development, manufacturing and'marketmg of cosmetic
ingredients, and nutraceutical and pharmaceutical products. The duratlon of the licence
agreements is equivalent to the registration period of the underlying patents !

When we acquire new products or enter into in-licensing agreements w1th third parties, we make
every effort to obtain the necessary rights with respect to the vendor's or !lcensor s intellectual
property. Generally, we obtain exclusive worldwide rights to use the mtellectual property related
to the products. New active ingredients or specialty products are sellected for their innovative
character and the science supporting them. Consequently, the science and'mtcllectua] property
related to each acquired or in-licensed product is thoroughly analyzed to determme its value as
well as its marﬁeting potential. : :

,
Confidentiality and non-competition agreements have been signed by all members of our

management and by our key employees. |
' I
i

3.8 Relationship with Aterna Zentaris E
| .
Aterna Zentaris is our principal shareholder. As of February 28, 2006, AEterna Zentaris owns
14,000,000 Muttiple Voting Shares and 537,996 Subordinate Voting Shares| representing 64.8%
of the total votes attached to our outstanding shares and 48.4% of our total equity. Multiple
Voting Shares will automatically be converted into Subordinate Votmg Shares: (i) upon any
transfer thereof, subject to limited exceptions; (ii) five years from the closing date of the IPO; and
(iii) in certain other circumstances, including a change of control |of Eterna Zentaris. The
circumstances under which the Multiple Voting Shares shall be automatlcally converted into
Subordinate Voting Shares, on a one-for-one basis, are described m ithe! section 5.1 entitled
“General Description of Capital Structure - Automatic Conversion of Multlple Voting Shares™.

: |
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Dr. Eric Dupont Pierre Laurin and Gérard Limoges, three of our dlrectors ‘are also directors of
Aterna Zentaris. Dr. Dupont, the Vice-Chairman of our Board of Dlrectors is also the Executive
Chalrman of the Board of Directors of Aterna Zentaris. Lo

In lanuary 2000, we entered into a Ilcensmg agreement with Aterna Zentarls pursuant to which
we acquired the exclusive right to use a patented process for the productlon of marine extract,
used in cosmetic ingredients and nutraceutical products. In Decembflzr 2004, we entered into a
llcensmg agreement with Aterna Zentaris, giving us certain rights related to Neovastat and its
components for worldwide commercialization, except in Canada and the United States. See
section 2.4 entitled “Fiscal 2004 above. In consideration for the nghts to Neovastat, we issued
537.996 Subordinate Voting Shares to £terna Zentaris. The duration of the license agreements is
equivalent to the registration period of the underlying patents. ;

We lease our factlities in Quebec City, Quebec, from Aterna Zentari}s, whose head office is
located in the same building. Accordingly, we share certain supfjor’t services with Aterna
Zentaris, primarily information technology systems. In addition, we lease virtually all of our
manufacturing equipment in Quebec City from Eterna Zentaris. For s strateglc reasons, Aterna
Zentaris is also the sole supplier of glycosaminoglycans, a raw matér:al used in certain of our
products.’ In the event that we were unable to obtain this raw material ffom|Eterna Zentaris, we
believe that we "could obtain it from an alternative supplier, with }mlmmal disruption to our

operations. !

I

In March 2004, we entered into an unsecured loan agreement with fbterna Zentans in the amount
of approximately $6.7 million. The proceeds of the loan were used by u's in connection with the
acquisition of Pure Encapsulations. The loan bore interest at a rate of 9%,per annum and was
repaid by us in full in January 2005.

3.9 Risk Factors

Our business entails significant risks. In this regard, reference is made to paées 16 and 17 of our
Management’s Discussion and Analysis (“MD&A™) for the financial|year ended December 31,
2005, dated February 27, 2006, which sets out certain significant risk factlors which are applicable
to our business and which pages are hereby incorporated by relfefende into this Annual
Information Form. The MD&A is available on SEDAR at www.sedar.com.

i

| .

4. DIVIDENDS
4.1 Dividends

We have not paid any dividends since our incorporation. Our current: mtentlon is to reinvest all
future earnings in order to finance the growth of our business. As a Iresu]t ‘we do not intend to
pay dividends in the foreseeable future. Any future determination to pay cash dividends will be
at the discretion of the Board of Directors and will depend on our f'nancm] ‘condition, operating
results, capital requirements and such other factors that the Board of Dlrector|s deems relevant.

b I
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5. GENERAL DESCRIPTION OF CAPITAL STRUCTURE

5.1 General Description of Capital Structure

Our authorized share capital consists of an unlimited number of] Multiple Voting Shares,
Subordinate Voting Shares and preferred shares, issuable in series.

5.1.1 Multiple Voting Shares and Subordinate Voting Shares

Voting Rights

The Multiple Voting Shares entitle the holders thereof to two votes per share and the Subordinate
Voting Shares entitle the holders thereof to one vote per share at meetings.of our shareholders,
subject to the condition that the Subordinate Voting Shares entitle the holders thereof to two
votes per share on any vote in respect of our liquidation, dissolution lor winding-up or the sale,
lease or exchange of all or substantially all of our property. '

Payment of Dividends

Subject to the prior rights of any other shares ranking senior thereto, the holders of Muitiple
Voting Shares and Subordinate Voting Shares participate equally with each other in respect of
payment of dividends, including the amount per share of the dividend. | .

Distribution of Assets Upon Winding-Up

Subject to the prior rights of any other shares ranking senior thereto, the Multlple Voting Shares
and Subordinate Voting Shares rank equally with each other in respect of return of capital in the
event of our liquidation, dissolution or other distribution of assets for the purpose of winding-up
our affairs.

Preservation of Rights

In the event that either the Multiple Voting Shares or Subordinate Votmg Shares are subdivided,
consolidated, reclassified or otherwise changed, appropriate adjustments will be made at the same
time to the rights attaching to the shares of the other class to ensure the preservation of the rights
of each class in relation to those of the other. ‘ :

Conversion Rights

Each Multiple Voting Share is convertible at any time at the holder’s|option into one fully paid
and non-assessable Subordinate Voting Share.

Automatic Conversion of Multiple Voting Shares

The following describes the circumstances in which Multiple Voting Shares will be automatically
converted into Subordinate Voting Shares, in each case on a one-for- “one basns

() all outstanding Multiple Voting Shares will be converted into Subordinate Voting
Shares five years from the initial closing date of the lPO -

(1)  all outstanding Multiple Voting Shares will be converted mto Subordinate Voting
Shares if at any time the number of outstanding Multlple Votmg Shares represents

' i
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(iii)

(iv)

v

(vi)

(vii)

For these purposes:

(a)

(b

(c)

otherwise;

less than 5% of the aggregate number of outstanding Multiple Voting Shares and
Subordinate Voting Shares;

any Multiple Voting Shares transferred from time-to- llme by Alterna Zentaris or
by an affiliate thereof will be converted into Subordmale Voting Shares, except
where the transfer is to an “affiliate” of Aterna 7entarls‘

subject to (iii) above, all Multiple Voting Shares held by Aterna Zentaris and by
any affiliate thereol will be converted into Subordinate Voting Shares upon one or
more transfers by Aterna Zentaris and its affiliates of, ona cumulative basis, more
than 1,400,000 Multiple Voting Shares, representmg 10% of the number of
Multiple Voting Shares held by Eterna Zentaris upon the closing of the 1PO;

all Multiple Voting Shares held by Aterna Zentaris an!d by affiliates thereof will
be converted into Subordinate Voting Shares upon a “change of control” of
/KEterna Zentaris, whether pursuant to a Reorgamzatlon (as defined below), or

all Multiple Voting Shares held by an affiliate of A?len;w Zentaris will be
converted into Subordinate Voting Shares if the affiliate ceases to be an affiliate of
terna Zentaris; and

all Multiple Voting Shares held by Aterna Zentaris or by an affiliate thereof will
be converted into Subordinate Voting Shares if Eterna|Zentaris or its affiliate, as
the case may be, ceases to have the right in all cases to exercise the votes attached
to, or to direct the voting of, such Multiple Voting Shares.

“Zterna Zentaris” includes any successor corporatlon ‘resulting from an
amalgamation, merger, arrangement, sale of all or substantlally all of its assets, or
other business combination or reorganization involving Aterna Zentaris (each, a
“Reorganization™), provided that such successor corp'oration beneficially owns
directly or indirectly all Multiple Voting Shares benefcnally owned directly or
indirectly by Aterna Zentaris immediately prior to such transaction;

the terms “affiliate” shall have the meaning set out|in the Canada Business
Corporations Act, as amended from time-to-time; and

“change of control” means: (i) the acquisition by a person or group of persons
acting in concert of a number of shares sufficient to ensure the election of a
majority of the Board of Directors of Aterna Zentaris; or (ii) a Reorganization
following which either: (A) the shareholders of £terna Zentaris immediately prior
to such Reorganization hold in the aggregate shares to which there are attached
less than 50% of the votes attached to the issued and‘oqtsldnding shares of the
successor corporation; or (B) less than 50% of the Board of Directors of the
successor corporation is comprised of persons who {vere directors of Aterna
Zentaris immediately before the Reorganization.
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Coattail Agreement

In addition to the foregoing, we have entered into an agreement (the ¢ Coattall Agreement™) with
Zterna Zentaris and National Bank Trust Inc., as trustee for the holders of the Subordinate
Voting Shares. The Coattail Agreement prov;des among other lhmgs that Aterna Zentaris will
not sell any Multiple Voting Shares in circumstances which wo'uld have required, under
applicable securities legislation, the same offer to be made to the holders of the Subordinate
Voting Shares, had the sale been of Subordinate Voting Shares rather than Muluple Voting

Shares. Any sale of Multiple Voting Shares pursuant to the Coattail Agreement is subject to our
Articles. i

5.1.2 Preferred Shares

The preferred shares may be issued in one or more series, with such rights and conditions as may
be determined by the Board of Directors. There are no voting rights attached to the preferred
shares except as prescribed by law. The preferred shares will rank ahead of the Multiple Voting
Shares and Subordinate Voting Shares with respect to the payment ?f dividends and return of
capital in the event of our liquidation, dissolution or other distribution of our assets for the
purpose of winding-up our affairs.

All classes are without nominal or par value. As at February 28, 20|06 there were 14,000,000
Multiple Voting Shares, 16,034,447 Subordinate Voting Shares and nOIPreferred Shares issued
and outstanding,

6. MARKET FOR SECURITIES
6.1 Trading Price and Volume

Our Subordinate Voting Shares are listed and posted for trading on the Toromo Stock Exchange
(““TSX™) under the quote symbol ATB.sv.

The following table sets forth, for the periods indicated, the reported high, low, and closing sale
prices (in Canadian dollars) and the volume of our Subordinate Voting Shares traded on the TSX.

TSX (monthly

'l Traded

CANS High Price | Low Price | Close Price | ‘- Volume
April 2005V 11.65 10.50 10.75] .| 2,204,605
May 2005 10.99 9.75 10.25| 541,134
June 2005 10.75 10.00 10.65] 477,584
July 2005 10.85 10.00 10.75) 342,531
August 2003 11.99 10.80 [1.99) | . 468,281
September 2003 12.45 [1.40 [L.75) 540,963
October 2005) 11.89 10.50 11.50] 154,741
November 2005 11.50 10.10 11.00| 373,421
December 2005 13.65 10.50 13.000 | . 977,015
January 2006] 15.00 12.50 14.50| | l ,359,375
February 2006 16.50 14.18 15.50| | - 510,875

.- For the perlod from April 6, 2005, the date on which our Subordinate Votmg Shares commenced
trading on the TSX.
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7. -I!ES_CROWED SECURITIES
7.1 Eserowed Securities
‘ |

There are no shares in escrow.

8. DIRECTORS AND OFFICERS

8.1 i‘*[)irectors

‘ i .
The information regarding our directors, including the name, place of residence, principal
occupatlon securlty holdings in the Corporation and the period durlng which each such director
has so served as well as the members of each committee of the Board of Directors, is set out at

pages 4 to 6 of the Management Information Circular of the Corporatll

on, dated March 10, 2006,

|
which is hereby mcorporated by reference into this Annual Information Form The Management

Informatlon Circular is available on SEDAR at wiww.sedar.com.
3.2 Executive Pfﬁcers

. | .
The following table, sets out the name, province or state and country
held with us for of e?ch of our executive officers as of the date hereof:

Name and Place

!
Position He!ld
i :

1
'

!
i
of re51dence and position

of ﬁesidence
1 :
b
Luc Dupont : President and Chief Executive Officer
Quebec City, Quebec ! i
Canada i

|
|
Richard Bordeleau:

Quebec City, Quebec

Canada :

Charles BoulangerI
Quebec City, Quebec
Canada

President, Active Ingredi
‘Chemicals Division

Vice-President, Finance
Financial Officer

E
|
John Dempsey !
Kirkland, Quebec l
Canada i

l

Manon: Deslaurlers
Quebec City, Quebpc
Canada

Affairs and Secretary

!
E
!
|
i
! 24
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President, Heaith & Nutrltlon DlVlSIOl’l

i

E

i

|
ients & Specialty
I
ar!ld Chlef
S

|

Vice-President, Legal and; Corporate



- 83 Cease Trade OrderS, Bankruptcies, Penalties or Sanctions

Namejand Place ' o ' Position Held
of Residence :
|
Jocelyn Harvey Vice-President, Mergers and /ﬁl\cquisitions‘
Quebec City, Quebec | ' ‘
Canada -
E
!
Dr. Serge Yelle Vice-President, Business Devellopmenl
Saint-Nicolas, Quebec
Canada

. During the past five years, each of the executive officers mentioned above has held the position

indicated opposite his or her name, except for: Charles Boulanger, who |prlor to November 2004
was President of Péle Québec Chaudiére-Appalaches (economic devclzlopment agency), prior to
March 2003, an associate with Phénix Capital Inc. (consulting company) and prior to September
2001, Executive Vice-President and Chief Operating Officer of IProlab Technologies Inc.
(manufacturer of specialty lubricants); John Dempsey, who prlor‘to November 2004 was
President of COFICO Inc. {consulting company), prior to November 2001 Vice-President,
Corporate Finance with Sprott Securities Inc. (securities dealer) and prlor to February 2001,
Vice-President, Corporate Finance with BLC Securities Inc. (securmes de'aler) and Dr. Serge
Yelle, who prior to January 2002 was General Manager of Fonds d’investissement
bloallmentalre s.e.c. (investment fund). As of February 28, 2006, the Dlrectors and Executive

* Officers hold 45 a group 1,310,868 Subordinate Voting Shares represe mng 8 2% of such class of
. shares. -+ |

—_

To our knowledge and based upon information provided to us by ou directors and executive
officers, none of such directors or executive officers: l '

S |

(a) is, as at the date of this Annual Information Form, or ha;s been within 10 years
before the date of this Annual Information Form, a dtreetor or execullve officer of
any company that, while such person was acting in that capacnty

. |
(i) was the subject of a cease trade or similar order or an order that denied the
relevant company access to any exemption under securmes leglslatlon for a
v perlod of more than 30 consecutive days; |

(ii) was subject to an event that resulted, after the direci:tor or executive officer
ceased to be a director or executive officer, in the |(:olmpan).r being the subject
of a cease trade or-similar-order or an order that demed the relevant company
access to any exemption under securities leglslatlon for a period of more than
30 consecutive days; or

(iii) or within a year of that person ceasing to act m that capacity, became
bankrupt, made a proposal under any legislation relatmg to bankruptcy or
msolvency or was subject to or instituted any proceedmgs arrangement or
compromise with creditors or had a receiver, recejver, manager or trustee
appointed to hold its assets, state the fact; or |
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i(b) has, within the 10 years before the date of this Annual lnformatron Form, become

; bankrupt, made a proposal under any legislation re]elltmg to bankruptcy or

' insolvency, or become subject to or instituted any proceedmgs arrangement or
compromise with creditors, or had a receiver, recelver manager or trustee
appointed to hold the assets of the director or executive off'cer or

i(c) has, since January 1, 2001, been subject to:

(i) any penalties or sanctions imposed by a court relating to securities legislation
; or by a securities regulatory authority or has entered into a settlement
‘ : agreement with a securities regulatory authority; or,

¥

(ii) any penalties or sanctions imposed by a court or regijlat'ory body that would
likely be considered important to a reasonable mvestor in makmg an
investment decision; I :

"~ except for: L

Pierre Laurin, the Chairman of our Board of Directors, was from May 1999 to May 2003 a

director of Microcell Telecommunications Inc. Microcell Telecommdnlcatlons [nc. entered into

a Plan of Reorganization and of Compromise and Arrangement wrth its creditors and

shareholders effective May 1, 2003 pursuant to the Companies’ Credltors Arrangement Act

(Canada). Mr. Laurin was a member of the Special Committee of the Board of Directors of

Microcell Telecommunications Inc. created in connection with the foregomg restructuring;

| |

Placide Poulin has been a director of Groupe Bikini Village Inc. (formerly Groupe Les Ailes de la

Mode In¢.} since 2004, Bikini Village completed a capital reorganisati:on'plaln on August 2, 2004

pursuant: to the Companies Creditors Arrangement Act (Canada) (¢ FCAA ") and the Canada

Business Corporations Act ("CBCA”). Its plan of transaction and arrangemem under the CCAA

has been-recently sanctioned; and '

J
t

Jocelyn Harvey was a minority shareholder and director of a private .company controlled by
members of his family. In June 1996, the company made an assignment of its assets to its
creditors. Foliowing claims against Mr. Harvey by certain creditors of the company, resulting
from personal guarantees given by him, Mr. Harvey made a proposal lo ‘his creditors in October
1997 pursuant to the Bankruptcy and Insolvency Act (Canada). The pr oposal was accepted and
paid in full on January 30, 1998. |

|

1

9. LEGAL PROCEEDINGS |
9.1 Legal Proceedings

We are not involved-in any legal proceedings which are material to ourjoperations.

10. INTEREST OF MANAGEMENT AND OTHERS N MATERIAL
TRANSACTIONS | ;

Other than as disclosed in section 3.8 entitled “Relationship with JEterna éentans above and as

set out below, we have not completed a material transaction W|thm the lhree most recently

completed fiscal years or during the current fiscal year to the date hereof in which any of our

b

;o
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dlrectors executive officers or prmcnpal shareholders or any of their assomates or aff'llates had
any material interest, either direct or indirect. ;

In March 2004, we entered into an unsecured loan agreement with Fonds de solidarité des
travmllcurs du Québec (FTQ) in the amount of approximately $11.5 ml“lOl‘I ' The proceeds of the
loan were used by us in connection with the acquisition of Pure Encapsulatlons The loan
currently béars interest at a rate of 7% per annum and matures in June 2009} Fonds de solidarité
des travailleurs du Québec (FTQ) is the holder of more than 10% of our! outstandmg Subordinate
Voting Shares. . i ‘

I

11. TRANSFER AGENT AND REGISTRAR ’

1.1 Transfer Agent and Registrar f

The transfer agent and registrar for the Subordinate Voting Shares is Natlonal Bank Trust Inc. at
its prmmpa[ offices in Montreal and Toronto. :
12. MATERIAL CONTRACTS
12.1 Material Contracts

|

1

I
Except for contracts entered into in the ordinary course of business and as set out below, the only
contracts entered into by us during the most recently completed ﬁscal year which may be
regarded as material to the Corporation are: P

P
(i) .the agreement dated December 8, 2005 with respect to |the aclqu151tton of ali of the
.outstanding shares of HVL Parent Incorporated, referred to in section 2.6 entitled
*Significant Acquisition™ above; and ! :
(it) the agreement dated January 24, 2005 relating to the alcqmsmon of the operating
assets of MultiChem Import Export Inc. and MultiChem ‘Trading Inc., referred to

in section 2.5 entitled “Fiscal 2005 above. i '

Additioral mformatlon regarding material contracts to which we are a party is set out on page 51
of our prospectus dated March 29, 2005 under the heading “Material Qontracts which section is
hereby incorporated by reference into this Annual Information Form. Our prospectus is available
on SEDAR at www.sedar.com. ! _

b
o
13. EXPERTS i

The Corporation’s auditors are PricewaterhouseCoopers LLP Chartered Accountants who have
prepared an independent auditors’ report dated February 27,2006 in r#lsspect of the Corporation’s
consolidated financial statements with accompanying notes as at December 31, 2005 and 2004
and for each of the years in the three-year period ended | December 31, 2005.
PricewaterhouseCoopers LLP has advised that they are mdepenldent with respect to the
Corporation within the meaning of the Rules of Professional Conduct of the lnstltute of Chartered

Accountants of Quebec. !
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14, AUDIT COMMITTEE INFORMATION

Multilateral Instrument 52-110 — Audit Committees ("Ml 52-110%) requires issuers to disclose in
their annual information forms certain information with respect ;to' the existence, charter,
composition, and education and experience of the members of their wdlt committees, as well as
all fees paid to external auditors. The charter of our Audit Commntee is attached as Schedule C
to Management Proxy Circular dated March 10, 2006, available on SEDAR at www.sedar.com
and is also accessible on our website at wwiw.atriun-bio.com. |

14.1 Composition of the Audit Committee !

Yvon' Bolduc, Gérard Limoges, FCA, who is the chair of the Commlttce and Jacques Gauthier
are the members of the Corporation’s Audit Committee, each of whom is independent and
financially literate within the meaning of M1 52-110. !

14.2 Education and Relevant Experience

The education and related experience of each of the members of the Audit Committee is
described below,

Yvon Boldue — Mr. Bolduc, who prior to his appointment as President and Chief Executive
Officer was Executive Vice-President, Investments at Fonds de solidarlte des travailleurs du
Québec (FTQ) from December 2002 to February 2006, and prior to December 2002 was Vice-
President, Corporate Development of Canada Post Corporation.

Gérard Limoges — Mr. Limoges served as the Deputy Chairman of Elrnst & Young LLP Canada
until his retirement in September 1999. After a career of 37 years with Ernst & Young, Mr.

- Limogeshas been devoting his time as a director of a number of compames " Mr. Limoges began

his career with Ernst & Young in Montreal in 1962. He graduated from the Management School
of Université de Montréal (HEC Montréal)}.

Jacques Gauthier — Mr. Gauthier is currently Senior Vice-President andiChief Operating Officer

. of Kruger, Energy Group, a division of Kruger Inc. Before Seplembler*_2003, he was President

and Chief Executive Officer at Boralex Inc., a company involved in the energy sector.
14.3 ‘l’re—Approval Policies and Procedures

The mandate of the Audit Committee provides that it is such commmee s responsibility to
approve all audit engagement fees and terms as well as reviewing polncnes for the provision of
non-audit services by the external auditors and, when required, the framework for the pre-
approval of such services. The audit committee mandate also provide's for the approval by such
committee of non-audit fees.

14.4 External Auditor Service Fees

In addition to performing the audit of the Corporation’s consolidated financial statements and its
subsidiaries, PricewaterhouseCoopers LLP provided other services t6 the Corporation and its
subsidiaries and they billed the Corporation and its subsidiaries the fol]owmg fees for each of the
Corporation’s two most recently completed financial years:
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FINANCIAL YEAR ENDED FlNANCl,\L YEAR ENDED
DECEMBER 31,2005 DECEMBER 31, 2004
FEES ) ®)
Audit Fees'" 267,397 © 154,978
|
Audit-Related Fees!” - | 261,273
Tax Fees? 25,110 57,298
All Other Feest 191,213 44,766
ToTAaL FEES: 483,720 : 518,315

(1) Refers to the aggregate fees billed by our external auditor for audit services.

{2) Refers to the aggregate fees billed for assurance and related services by our external auditor that are reascnably
related to the performance of the audit or review of our financial statements [and are not reported under (1)
above; including professional services rendered by our external auditor for accounting consultations on proposed
transactions, and consultations related to accounting and reporting standards.

(3 Refers to the aggregate fees billed for professional services rendered by our external auditor for tax compliance,
tax advice, and tax planning.

(4) Refers to the aggregate fees billed for products and services provided by our e‘ilernal auditor, other than the
services reported under (1), (2) and {3) above. These fees were primarily mcurred in connection with the
preparation of a prospectus filed by us as part of our initial public offering, which was filed in April 2005.

15. ADDITIONAL INFORMATION
15.1 Additional Information

Additional information, including directors' and officers’ remuneration and indebtedness, the
principal securityholders of the Corporatlon securities authorized for. issuance under equity
compensation plans is contained in our Management Proxy Clrcular dated March 10, 2006,
available on SEDAR at www.sedar.com. Additional financial mformatlon is provided in the
Corporation's consolidated financial statements and MD&A for the financial year ended
December 31, 2005. All are available on SEDAR. '

All information incorporated by reference into this Annual Information Form is contained or
included in one of our continuous disclosure documents filed with the Canadian securities
regulatory authorities which may be viewed on SEDAR at www. sedarl com. Where a section of
this Annual Information Form incorporates by reference information from one of our other

|
continuous disclosure documents, such section makes specific refer‘enlce to the document in
which such information is originally contained or included, as well as to the relevant page and/or

section.
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16. FORWARD-LOOKING STATEMENTS
16.1 Forward-Looking Statements

Certain statements in this document are forward-looking and prospective. Such statements reflect
management’s expectations regarding future growth, operating results! performance and business
prospecl's and opportunities Wherever possible, words such as “fnay,” “will.” “expect,”

“intend,” “estimate,” “anticipate,” “plan,” “foresee,” “believe” or conlmue or the negatives of
these terms or variations of them or similar terminology have been useld to identify these forward-
looking statements. These statements reflect management’s current beliefs and are based on
information currently available to management. Forward-looking statements involve significant
known and unknown risks, uncertainties and assumptions. A number of factors could cause our
actual results, performance or achievements in future periods to differ; materially from the results
discussed or implied in the forward-looking statements. These rislks include, among others,
business conditions in the pharmaceutical and related industries, as we]l as the general economy,
changes in governmental regulation, changes in the healthcare mdustry competitive factors such
as those influencing expenditures for research and development, or the availability of markets for
the Corporation’s products. Although the forward-looking statementls contained in this Annual
Information Form are based upon what management believes to be rleasonable assumptions, we
can provide no assurance that actual results will be consistent with these forward-looking
statements. The forward-looking statements contained in this Annual lnformatlon Form are made
as of the date hereof and the Corporation disclaims any intention, and assumes no obligation, to

update or revise these forward-looking statements to reflect new event$ or circumstances.
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BIOTECHNOLOGIES : SEFIpe

MANAGEMENT PROXY OF THE CORPORATION

g
FOR THE ANNUAL MEETING OF SHAREHOLDERiS i !

I
! .
THIS PROXY 1S SOLICITED BY THE MANAGEMENT OF THE CORPORATION

AT Rl U M | B,

The undersigned shareholder of ATRIUM BIOTECHNOLOGIES INC. hereby

appomts Mr. Pierre Laurin,
Quebec, Canada, or, failing him, Mr. Luc Dupont, Quebec, Canada, or, in their place, '

of

t

|

i

7 (Name) : {Address) I

as the proxy of the undersigned to attend, act and vote for and on behalf of the Iunder5|gned at the Annual

Meeting of the Shareholders of the Corporatlon to be held at the Ritz Carlton, 1228, Sherbrooke Street

West, Montreal, Suite “Or & Gris”, May 2, 2006 at 10:30 a.m. (Montreal tlme) and at any adjournment

thereof. .
i

The shares represented by this proxy will be voted pursuant to the instructions given below. All of the

shares represented by this proxy will be voted or will be the subject of an abstention, as specified by the

shareholder. However, if no instructions are glven this proxy will be voted FOR the proposals set out

(MARK WITH AN X)

herein. |
;
i

|
|
| I
To elect Yvon Bolduc, Alain Bouchard, Dr. Eric Dupont, Luc FO i G
Dupont, Jacques Gauthier, Yves Julien, Pierre Laurin, Gérard ABSTENTION ‘ 1
Limoges et Placide Poulin, whose places of residence are | ‘
indicated in the management proxy circular accompanying this |

I
proxy, .as directors of the Corporation. I
[
To appoint PricewaterhouseCoopers LLP as auditors and to FOR; | 0
authorize the directors to determine their compensation. ABSTENTION . o

1
i i

DISCRETIONARY AUTHORITY IS HEREBY CONFERRED with respect to any leendments or variations to
matters identified in the Notice of Meeting or other matters that may properly come before the Meeting. The
Corporation's management is not aware of any such amendments, variations or other matters to be presented at
the Meeting. ' ! .

H |

DATED this day of ‘ 2006
* A shareholder has the right to appoint a person b
to attend and act for and on behalf of him/her at , !
the Meeting other than the person designated Lo
above and may do so by inserting such other !
person’s name in the blank space provided. SIGNATURE OF SHAREHOLDER
b
r ' : |
1 ‘ .
f
L d

I
This proxy must be executed by the shareholder or his attorney authorlzedI in writing or, if the
shareholder is a corporation, under its corporate seal, by a duly authorlzed officer or attorney thereof.
Remember to date and sign this proxy. If the proxy is not dated, it shall be deemed to bear the date on
which it was mailed by management. \ i

I
REFERENCE IS MADE TO THE ENCLOSED MANAGEMENT PROXY CIRCULAR.
| (Frangais au verso)

i
'
I
i !
1
|
i
1
1
1
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NOTICE OF THE ANNUAL MEETING
OF SHAREHOLDERS

!

NOTICE 1S HEREBY GIVEN that the annual meeting of shareholders of Atrium Biotechnologies Inc.

{the “Corporation™) will be held at the Ritz-Carlton, 12
Tuesday, May 2, 2006, at 10:30 a.m. (Montrea! time) for the following purposes:

28, Sherbrooke Slretlzt cht Montreal (Quebec), on

1. to receive the audited consolidated financial statements of the Corpmauon for the financial year ended

Decemher?l 2005, 1ogether with the auditors’ report thereon;

2. to e[ect directors: !
3. to appoint auditors and authorize the directors to determine their compensation; and
4. to transact such other business as may properly come before the meeting !

By order of the Board of Directors,

)i

Manon Deslauriers
Corporate Secretary

Quebec City, Quebec, March 10, 2006

Sharcholders unable to attend the meeting are requested to complete and sign the enclosed form
of proxy and return it in the stamped envelope provided. To be valid, prt}x:es must reach the office of
National Bank Trust Inc., Share Ownership Management, 1100 University Stn!’et 9% Floor, Montreal, Quebec,
H3B 2G7, no later than at the close of business on the last business day precedmg the date of the meeting or

any adjournment thereof.

Atrium Riotechnologies Inc., 1405 du Parc-Technologique Boulevard, Qu;ebec City, Quebec, GIP 4P5




MANAGEMENT PROXY CIRCULAR

|
|
]
i

!
1. SOLICITATION OF PROXIES

This Mana;;,tminl Proxy Circular is furnished in connection with the qol‘ititation by the ¥anagement
of Atrium Biotechnologies Inc. (the “Corporation’), of proxies to he ulsed at the annual meeting of
shareholders of the Corporation (the “Meeting®), to be held on Tuesday, Mav 2, 2006, at the time and place
and for the purposes set forth in the Notice of Annual Mceting of sharcholders’ (the “Notice of Meeting”) or
any adj journment thereof,

Unless otherwise indicated, the information contained in this Circular is g'iven as of February 28, 20006.
All dollar amounts in this Management Proxy Circular refer to Canadian dollars,|lunless otherwise indicated.

The solicitation will be conducted primarily by mail; some proxies may also be solicited directly in the
case ol direclors, officers or employees of the Corporation, but without further; compensation. The Corporation
may also reimburse brokers and other persons holding the Corporation’s subordinate voting shares or Multiple
voting shares on their behalf or on behalf of nominees, for costs incurred in 1;cndmg the proxy documents to
principals and to obtain their proxies. The Corporation will assume the costs of sollutanon which.are expected to

be minimal. . ‘
,

. ! ) i
2. APPOINTMENT OF PROXYHOLDERS i :

The persons named as proxyholders in the enclosed form of proxy arc dlreLturs or officers of the
Corporation. A shareholder may appoint a person other than the persons mdlcatcd in such 'proxy form to
act as his or her proxyholder. To do se, the shareheolder must write the ndme of such person in the
appropriate space on the form of proxy. In order to ensure they are counted, duly complelcd proxies must be
received at the office of National Bank Trust Inc., Share Ownership Mamgement 1100 University Street,
9* Floor, Montreal. Quebee, FI3B 2G7, no later than at the close of business on (he Iast business day preceding the
date of the Meeting or any adjournment thereof, or they may be delivered to thle Chaxrman at the Meeting or at
any adjournment thercot A person acting as proxyholder need not be a shareholder of the Corporation.

[

; b
3. REVOCATION OF PROXIES ‘

! 1

A shareholder gwmg a proxy may revoke it at all times by a document s:gned by him or her or by a
proxyhelder authorized in writing or. if the sharcholder is a corporation, by a documem signed by an officer or a
proxyholder duly authorized, given to the Corporate Secretary of the Corporanon at l405 du Parc-Technologique
Boulevard, Quebec City, Quubec GIP 4P5, until the last business day, mcluswely ‘preceding the day of the
Meeting or any adjournment thereof at which the proxy is to be used. or to the Chairman of such meeting on the
day of the Meeting or any adjournment thereof. :




. 4. NON-REGISTERED HOLDERS OF SHARES | ‘

The information set forth in this section should be reviewed carefully by the non-registered
shareholders of the Corporation. Sharcholders who do not hold their shares in their own name should note
that only proxies deposned by shareholders who appear on the records mluntdmed by the Corporation’s
registrar and transfer agent as registered holders of shares will be rew;,nued and acted upon at the
Meeting.

Non-registered sharcholders may vote shares that are held by their nominees tn one of two manners.
Applicable securities laws and regulations, including National Instrument 54- lUl Communication with Beneficial
Owners of Securities of a Reporting Issuter, require nominees of non-registered shareholders 1o seek their voting
instructions in advance of the Meeting. Non-registered sharcholders will receive (or will have received) from their
nominees either a request for voting instructions or a proxy form for the numbcr of shares held by them. The
nominees’ voting instructions or proxy forms will contain instructions I‘lellnlg to signature and return of the
document and these instructions should be carefully read and followed by non-iegistered shareholders to ensure

that their shares are accordingly voted at the Meeting.

Non-registered sharcholders who would like their shares to be voted for lhcm must therefore follow the
voling instructions provided by their nominees. ! \

Non-registered sharcholders who wish o vote their shares in person at the Meeting must insert their own
name in the space provided on the request for voting instructions or proxy form:, as the case may be, in order to
appoint themselves as proxyholder and follow the signature and return instructions provided by their nominees.
Non-registered sharcholders who appoint themselves as proxyholders should pn.écm lhcmsclvcs at the Meeting to
a representative of National Bank Trust Inc. Non-registered sharcholders should InoI othcm'lsc complete the form

sent to them by their nominees as their votes will be taken and counted at the Meetmﬂ

. All references to “sharcholders” in this Management Proxy C:rcular and the accompanying formn
of proxy and Notice of Meeting are to registered shareholders unless specifi (.H"V stated otherwise.

5. VOTING SHARES AND PRINCIPAL HOLDERS THEREOF

The shares conferring voting rights at the Meeting are Subordinate Voting Shares and Multiple Voting
Shares. Each Subordinate Voting Share confers the right to onc vote and cach| Multiple Voting Shares to two
votes, subject to the condition that the Subordinate Voting Shares entitle the holdc:s thereof to two votes per share
on any vote in respect of the Corporation’s liquidation, dissolution or winding- up| or theisale, lease or exchange of
all or substantiaily all of the Corporation’s property. The holders of Subordmdtc Voting Shares and Multiiple
Voting Shares shatl vote as a single class in respect of all matters on which the shareholders are required to vote,
save for any matter for which the shareholders are entitled to vote separately pu:rsuanl to the law. As at February
28, 2006. there were 16,034,447 Subordinate Voting Shares and 14,000,000 Wulnple Voting Shares issued and
outstanding and the voting rights attached to the Subordinate Voting Shares reprc:ented 36.4% of the voting rights
attached to all of the Corporation’s voting sccurities. !

1




Holders of Subordinate Voting Shares and Mubtiple Voting Shares, cntered on the list of shareholders
compiled at the close of business (Montreal time) on March 10, 2006, will have the right 10 vole at the Meeting or
at any adjournment thereof if they are present or represented by a proxyholder.

Conversion Rights

Each Multiple Votma Share is convertible at any time at the holder’s option into one fully paid and non-
assessable Subordinate Volmg Share. Multiple Voting Shares will be automauéally converted into Subordinate
Voting Sharcs, on a one-for-one-basis. in the circumstances described in [hc| section “Description of Share
Capital” in the Corporation’s Prospectus dated March 29, 2005 available on SLI)A R at www.sedar.com or a copy
may be obtained from the Secretuary of the Corporation und will be provided free of t,hdrge

Coattail Agreement L
! i

In addition to the foregoing, the Corporation has entered into an agreement {the “Coattail Agreement™)
with Eterna Zentaris Inc. (“ZAterna Zentaris”) and National Bank Trust Inc.. as trustee for the holders of the
Subordinate Voting Shares. The Coattail Agrcement provides. among other thinlgs. that Lterna Zentaris will not
sell any Multiple Voting Shares in circumstances which would have rcquir'ed' under applicable securities
legislation, the same offer to be made to the holders of the Subordinate Volmg Shares, had the sale been ol
Subordinate Voting Shares rather than Multiple Voting Shares. Any sale of Muluple Voting Shares pursuant to the

Coattail Agrecment is subject to the Corporation’s Articles.

To the knowledge of the directors and officers of the Corporation. the only persons who as of February
28, 2006 are beneficial owners of, directly or indirectly, or exercise power or comrol over shares conferring more
than 10% of the voting rights attached to each class of participating and issued and outstanding shares of the
Corporation are indicated in the table below:

Name of Multiple Subordinate ‘ Total Total
Shareholder Voting Shares Voting Shares ‘ Percentage of Percentage
" Yoting Rights  of Equity

Number G Number % \ ‘ % %
Aterna Zentaris Inc, 14,000,000 100 337.9%6 336 64.81 48.40
SGF Soquia Inc. ' - - 3,316,667 20.6% 7.53 11,04
Fonds de solidarité des - : :
travailleurs du Québec (FF1'(Q) - - 2,600,000 1622 5.90 8.66

6. PRESENTATION OF THE FINANCIAL STATEMENTS

The Annual Report including the audited consolidated financial statements of the Corporation for the
financial vear ended December 31, 2005 and the auditors’ report thereon will be submitted at the Meeting.




7. FXFRCISF‘ OF VOTING RIGHTS BY PROXIES | |

|
The pusom named as proxies will vote or withhold from voting the shares n'respect of which they are
appointed or vote for or against any particular question. in accordance with lheldlrecnon of the shareholders
appointing them. In the abscnce of such direction, such shares will be voted in favour of all matters

' identified in the attached Notice of Meeting. The enclosed form of proxy Lunfers dlere(mnar) authority upon
H
the persons named therein with respect 10 amendments or variations (o matters 1dcm1ﬂed in the Notice of Meeting

|
and to other matiers which may properly come before the Meeting or any ddpuummem thereol. As of the dute of
this Management Proxy Circular, the Management of the Corporation knows of no quch amendment, variation ar

' other matter expected 1o come betore the Meeting other than the matters referred jto |m thu Notice of Mecting.

: 1
8. ELECTION OF DIRECTORS ‘
; Vo

The Ccarpoldlion's Articles provide that the Board of Directors (st1111Llimcslref€rrcd 10 as the “Board™} of

the Corporation shall be composed of a maximum of ten directors. Directors ar‘c "enelrally elected annually. but
the Board of Directors may appoint additional directors throughout the year, Mnuagemem of the Corporation
proposes the nine persons named in the table below as candidates for clection as directors. Each elected director
will remain in office unti} adjournment of the next annual meeting of the shareholders or until his or her successor
is elected or appointed, unless his or her post is vacated carlier. Each of the candidates proposed by Management
of the Corporation 1<; currently a director of the Corporation and has beecn a dlrector since the date indicated

below. ‘ ! :

Unless instructions are given to abstain from voting with regard to the elecuon of du‘ectors, the
persons whose names appear on the enclosed form of proxy will vote in fa\l'mfr of the election of the nine
nominees whose names are set out in the table below. Management of the Corporation does not foresee that

. |
. any of the followmg nominees listed helow will be unable or, for any reason, unwilling to perform his or her

duties as dlrector. In the event that the foregoing occurs for any reason, prmr to the election, the persons

, indicated on' the enclosed form of proxy reserve the right to vote for ‘mothtr candldalc of their choice
~ unless olh(.rwmc mstructtd by the shareholder in the form of proxy to abstain l'rom voling on the clection

of directors. : : i
1




Number of
Subordinate Voting

Name and place , Director Shares held
of residence Principal occupation ' Since in the Corporation
Yvon Bolduc® President and Chiel Executive Officer 2003 -
Montreal, Quebec Fonds de solidarité des travailleurs du Québec (FTQ)
Canada (labour-sponsored development capital fund})
Alain Bouchard President and Chief Executive Officer l 2002 10,000
Lorraine, Quebec Alimentation Couche-Tard Inc.
Canada {Convenience store operalor)
Dr. Eric Dupent @™ Exccutive Chairman of the Board 1999 40,000
ile d*Orléans. Quebee /Elerna Zentaris Inc.
Canada (biopharmaceutical company)
Luc Dupori ™ President and Chief Executive Officer of the Corporation 1999 1,066,668
Quebec, Quebec
Canada
Jacques Gauthiey @ Senior Vice President und Chiefl Operating Officer 2004 1,200
St-Bruno, Quebec Kruger, Energy Group. a division of Kruger Inc. '
Canada (pulp and paper company)

) i
Yves Julien® Corporate Finance Consultant 2006 - -
Montreal, Quebec YJ Financial Corporation '
Canada {Consulting company) :
Pierre Laurin® Chairman of the Board of the Corporation 2000 ° 180,000
Montreal. Quebee Execcutive-in-residence, HEC Montrcul E :
Canada {business scheol) : .
Gérard Limoges™ Corporate Director 2004 . -
Montreal, Quebec (former deputy chairman, Ernst & Young LLP, ' :
Canada Chartered Accountants) i
Placide Poulin* President, Camada Group Tnc. (Investment company) 8.000

Sainte-Marie-de-Beauce
Quebec, Canada

Founder of MAAX lnc.

"™ Member of the Executive Committee

2 Member of the Audit Comnittee

' Member of the Corporate Governance, Nominating and Compensation Committee
“ M. Yves Julien was appointed director on March 6, 2006

' Mr. Placide Poulin was appointed director on October 31, 2005.

The Corporation does not hiave any direct information concerning shares

beneficially owned by the above

mentioned persons or concerning Subordinate Voting Shares of the Corporation over which such persons exercise

control or direction. This information was provided by the directors and nominees individually.

The following are brief biographies of two of our directors that were recently appointed by the Board of

Directors.

- Mr. Yves Julicn has been acting as a corporate finance consultant for large enterprises such as
Transcontinental Inc., Metro Inc., National Bank of Canada, BDC, Hydro-Québec, Caisse de dépét,
Sociétlé Générale de Financement. From 1981 to 1998 he held the poqiLion of managing director ail
Merrill Lynch. Mr. Julien has a PhD degree in finance from Rensselael Polytechnic Institute (NY), a
Master degree in electrical engineering from MIT and a Bachelor's degree in sciences from the
Umvcrsuy of Montreal.




- Mr Placide Poulin has been Pru;ldtnl of Cam’uda Group Inc. smc, Jum. 2004, Mr. Poulin is the
founder of MAAX Inc. where he held the position of Chairman of the Board and President and Chief

Executive Officer from 1970 until 2004,

To the knowledge of the Corporation and based upon information provided to it by the nominees for
election 1o the Board of Directors, no such nominee: i

{(a) is, as at the date of this Management Proxy Circular. or has been. within 10 years before the date of
this Management Proxy Circular, a director or executive officer of any company (including the

Corporation) that, while such person was acting in that capacity:

()

(i)

{i1i)

was the subject of a cease trade or similar order or an order hat denied the relevant company
access o any exemption under securities legislation. for a penod of more than 30 consecutive
days: or

was subject to an event that resulted. after the director or executive officer ceased to be a
director or executive officer, in the company being the subject ol a cease trade or similar order
or an order that denied the relevant company access to any’exemption under securities
legislation, for a period of more than 30 consecutive days: or '

within a year of that person ceasing to act in that capacity. became bankrupt, made a proposal
under any legislation relating to bankruptey or insolvency oriwas subject to or instituted any
procecdings, arrangement or compromise with creditors or had a receéiver, receiver manager or
trustec appointed to hold its assets with the exception of:

1

Mr. Picrre Laurin was, from May 1999 1o May 2003, a du‘ector of Microcell Telecommuni-
cations Inc. ("Microcell™). Microcell entered into a Plan of RCOI‘gdl’llhlllOl‘l and of Compromise
and Arrangement with its creditors and shareholders effective May 1, 2003 pursuant to the
Companies’ Creditors Arrangemeni Act (Canada). Mr. Laurin was 2 member of the special
committee of the Board of Directors of Microcell created in connection with the foregoing

restructuring; and :

Mr. Placide Poulin has been a director of Groupe Bikini Village Inc. (formerly Groupe Les Ailes
de la Mode Inc.) since 2004. Bikini Village completed a capital reorganisation plan on August 2

2004 pursuant to the Companies Creditors Arrangement Act (“CPAA N and the Cemnada Bmmevs
Corporations Act (“CBCA™). Its plan of transaction and arrangement under the CCAA has been
recently sanctioned.

(b} has, within the [0 years before the date of this Management Proxy Circular, become bankrupt, made a
proposal under any legislation relating to bankruptcy or insolvency, or become subject to or instituted
any proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or

trustee appointed to hold the assets of the proposed director.




9. STATEMENT OF EXECUTIVE, COMPENSATION

Al Compensation of non-management Directors Do
. In 2003, the Corporation paid a fee of $75,000 to the Chairman of the Bclrar(;l and $10,000 to the Chairman
of the Audit Committee. In 2004, the Corporation granted stock options in respect of an aggregate of 340,000

Subordinate Voting Shares to certain of our non-management directors, of which 140,000 became vested in 2005,
100,000 will become vested in 2006 and 100,004 in 2007.

+ The Board of Directors approved the tollowing directors’ compensation policy that will be applicable in 2006:

' « Anannual retainer of $15,000 is payable to a non-management direetor

i + Anannual retainer of $6.000 ts payable 10 the President of the Audit Conumtlee
» An annual retainer of $4.000 is payable 10 the President of other Commitiees

« A fee of $1,000 per Board or Committee meeting attended

¢ A fcc of $750 per Board or Committee tclephone meeting attended

Excepl for lhe Chairman of the Board to whom the same compensation will be payable in 2006, no annual
rel'uncl or fee shall be paid to directors who continue to vest stock options.

Non-managemcm directors are reimbursed for travel and other out-of-pocket expenses incurred while
attending Board or Committee meetings.

The number of Board of Directors meetings held during the year ended December 31. 2005 and the
attendance records are presented in Schedule A 1o this Management Proxy Circular, “Siatement of Corporate
Governance Praclices™. P




H 'l ! !
B. Compensatwn of Executive Officers | .

The following table sets forth detaited information on the compensauon of the President and Chief
Exccutive Officer, the Vice President Finance and Chief Financial Officer and thc C orporation's three other most
highly compensated executive officers (collectively, the “Named Executive Ofﬁcels . f01 services rendered in all
capacities during the financial years ended December 31, 2005, 2004 and 2003, |

‘ : | .
SUMMARY COMPENSATION TABLE i

Annual Compensalion Long-term Foinpensaliml
Awards | | : Payouts
Sh:are:s '
or unils
Other Securities subJect ! All
' Name and annual under to resa]e \ LT1P other
principal occupation Year Satary Bonus | compensation " options restr‘wll?ns } payouls benefits
$) (%) ($) #) ®i ! ($) ($)
Luc Dupont 2005 287,500 | 160.000 — — }—- P — —
F;’resiclcm and Chief 2004 200,000 160.000 — 1.000,000 T ! —_ —
Executive Officer 2003 197.917 50,000 — — — ' : — —
jobn Dempsey 2005 | 175000 | 50.000 - — = — —
Vice President Finance | 2004 24,453 — — 200,000 ! ! — -
and Chief Financial 2003 — — — — - ! — —
Otficer | h
i i
Richard Bordelean 2005 | 179375 | 75.000 — — ;— o — —
President, Health 2004 175,000 60,000 — 58.000 T ! ; — —
4nd Nutrition Division | 2003 | 173958 | 13,900 — — - Lo _ _
Charles Boulanger® | 2005 | 175000 | 60000 - — % P — —
President : 2004 21.875 — — 200,000 T i —_ —
Active Ingredients & 2003 — — — . | ; — —
Specialty Chemicals P
Division i X
Jocelyn Harvey 2005 148,125 63.750 — — }— I ‘ — —
Vice President, 2004 132,973 60,000 — 58,000 T | . . —
Mergers and . . 2003 130,990 53,170 — — — .‘ — —
.&\L‘quisi[ions ‘ P

- Perquisites and other parsonal benefits that do not exceed the Jesser of $50.000 or 109% of annual sal lry nnd bonuses are nit included in this
" column. co

, John Dempsey was appointed Vice Prestdent Finance and Chief Financial Officer in November '7004 : I

o) Chdrlcs Boulanger was appointed President of the Active Ingredients & Specialty Chemicals Division in November 2004.

. o
C. 'Slock Option Plan Information } |

5 The Corporatlon has established a stock option plan for its directors, executlve officers, employees, and
persons providing continuous services to the Corporation (the “Stock Option Plén”) in order to attract and retain
such persons, who will be motivated to work towards ensuring the Corporation's success The Board has full and
complete authority to interpret the Stock Option Plan and 1o establish the dpphcable rule% and regulations and to
make all other determinations it deems necessary or useful for the ddmmlslrdllon of the Stock Option Plan,
provided lhat such interpretations, rules, regulations and determinations are com‘a:sFenL ‘with the rules of ali stock
e:(tchancres on which the securities of the Corporation are then traded and with ai] relevant securities legislation.
Individuals eligible to participate under the Stock Option Plan will be determmed by thtla Board of Directors under
the recommendation of the Corporate Governance, Nominating and Compensanon Comr_mttee, as the case may be.
b

1

|
[
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!

i
Opuons granted under the Swock Option Plan may be exercised at any Umc w1lh1n a maximum period of
ten years following the date of their grant. The Board ol Directors designates, at its discretion, the individuals to
whom stock options are granted under the Stock Option Plan and determines lhle number of Subordinate Voting
Shares covered by each of such options, the grant date, the exercise price of umh option. the expiry date, the

|
vesting schedule and any other question relating thereto. in each case in accordanceé with the applicable rules and

]
regulations of the securities regulatory authorities. The price at which the Sub:ordnmtcd Voting Shares may be

purchased may not be lower than the volume weighted average trading price of llhe Subordinate Voting Shares on
the TSX for the five trading days immedialely preceding the day on which an option is granted. Options granted
under the Stock Option Plan generally vest in equal anches over a five-year pc:ridd (20% each year, starting on

the first anniversary of the grant date) or as otherwise determined by the Board of Directors,
i :

; Options granted under the Stock Option Plan are not transferable other than by will or by the laws of

succession of the domicile of the deceased optionee.
. |

Under the Stock Option Plan, if an optionee’s employment or service provider relationship with the
Corporation is terminated for cause, options not then exercised terminate imm'f:tlialcly. Il an optionee dies or
becomes. in the determination of our Board of Dircctors, permanently disabled. c:)p!lions' may be exercised for that
number of Subordinate Voting Shares which the optionee was entitled to acquire at the time of death or permanent
disability, as the case may be. Such options may be exercised for a period of one vear after the datc of death or
permanent disability. Upon an optionee’s employment. office, directorship or st:zrv'ice provider relationship with
Ihc Corporation terminating or ending other than by reason of death, permancnt disability or termination for
cause. options may be exercised for that number of Subordinate Voting Shares which the optionee was entitled to

|
acquire at the time of such termination. Such opticns may be exercised for a period of 30 days after such date.

The maximum number of Subordinate Yoting Shares that may be lellt.d under the Stock Option Plan is
currently 4.267,000. Under the Stock Option Plan, no single optionholder may hold options to purchase more
than 3% of the Corporation’s issued and outstanding Subordinate Voting Shares. | -

The Board of Directors may. at any time, with the prior approval of the relevant regulatory authoritics,
amend, suspend or terminate the Stock Option Plan in whole or in part, although in the event of an amendment
that may adversely affect any option rights previously granted to an optionec, 1 lhc optionec’s conscnt must be
obtained, except to the extent required by law.

Options granted during the most recently completed financial year

No option has been granted to the Named Executive Officers during the financial year ended December 31,
2005.




i
Opnons exercised during the most recently comp!cted Jinancial year and fi nanc:al year-end option values

| The tollowmg table summarizes for each of the Named Executive Ocherf. the number of Subordinate
Voting Shares acquired on options exercised. if any, during the financial yezu ended December 31, 2003, the
aggregate value realized upon exercise, the total number of Subordinate \/'otm0 Shares covered by unexercised
options, if any. held a1 December 31, 2005, and the value of such unexercised options as at the same date. During

the financial ‘year ended December 31, 2005, an aggregate of 387,000 options |were exercised at prices varying
from $2.50 to $4.21 by all optionholders under the Stock Option Plan. b
Securities Aggregate Unexercised oplions : ' Value of unexercised
‘ acquired on value at FY-end 2003 ; ' in-the-money options
f Name \ exercise realized i at FY-end 2005
. (#) ) # ‘ ; #
! I Exercisahle/ l | Exercisable/
f Unexercisable E | Unexercisable
. ] ]
- " ‘ ‘ —1=
Lue Dupont ' — — 500,000 / 500,000 | ! 4,395,000 / 4,395,000
John Dempsey — — 40,000/ 160,000 | | | 351,600/1.406.400
Richard Bordeleau — — 232000/66,000 | | |1 2.417,760/ 589.260
Charles Boulanger — — 400007160000 | + |' 351,600/ 1.406.400
Jocelyn Harvey ' — — 200,000 / 58,000 | fl 2,100,000/ 509.820

" The value of an unexercised in-the-money option at financial year-end is the difference between the exercise price of the option and the
“closing price of a Subordinate Voting Share on the TSX on December 31, 2005, namely $13. 00. I'he% values have not been and may
“never be realized. The options have not been and may never be exercised; actual gains, if any, upon exercise will depend upon the value

of the Subordinate Voting Shares on the date of the exercise. There can be no assurance that these values will ever be realized. Values of
unexercised options are hased on the exercise price varying from $2.50 1 $4.21, as applicable at Ihé specific grant dites.
o

]

|

D. Employment Agreements |
{

The Corpomllon has enlered into employment agreements (the “Fmploymun Agreements”™) with each of

the Named Executive Officers. The Employment Agreements provide that the Corporatlon will pay the executives
abase salary and an annual bonus. The Employment Agreements have an indefinite! terni“l

In ‘lddlllﬂll these agreements provide in the case of dismissal without causc for severance paymecots
ranging from:6 months to two years of base salary. :

, L

E. Report of the Corporate Governance, Nominating and Compensation Comimitlee on Executive

Compensation |
.

Composition of the Committee ,

On December 31, 2005, the Corporate Governance, Nominating and CPrﬁpensa[ion Committee (for the
pgrpom,s of this section E, the Corporate Governance, Nominating and Compensation Committee is defined as
the “Committee”) was composed of three directors, nanely Mr. Alain Bouchard, 'Dr Eri IL Dupont and Mr. Jacques

Gauthler who is the chair of the Committee. ‘.
\ )
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Mandate of the Committee

The mandate of the Committec (autached as Schedule B 1o this Management Proxy Circular) is to assist
the Board in developing the Corporation’s approach to corporate governance issues. propose new Board nominces
and assess the effectivencss of the Board and its Committees. The Committee dlsn-aqsmtﬂ‘. the Board in assuming
its responsibilities relaling to executive and other human resources hiring, ‘lssessment compensation and
succession planning. The Committee examines matters relating 10 the wmpemallon of executive officers of the
Corporation, including the Chairman of the Board as well as the Presndem and Chief Executive Officer:
the Committee than makes its recommendations to the Board. Once 2 year, the Coimmittee reviews the executive

officer succession planning process and makes its recommendations to the Board! !

Executive Compensation Policy

The Corporation’s executive compensation policy is designed Lo attract, retain and reward highly qualified
individuals and motivate them to achieve performance objectives aligned with the Company’s viston and strategic
orientation and consistent with shareholders value creation. The Corporation’s goal is to provide industry
compeltitive remuneration consistent with responsibility level. experience and performance.

Short-term Incentive Compensation

The executive compensation program includes a base salary, performance bonuses and stock options.
The short-term compensation which includes base salaries and annual perform“mce bonuses is consistent with
compensation provided for executives of companies in local markets of comparahle size and type facing similar
operating and financial issues. The criteria to achieve the performance bonus are st annually and are based on
the attainment of minimal revenue and profit levels cstablished in relation to the Corporallon s budget approved
by the Board of Directors as well as the Corporation’s strategic objectives, Certain of the executive officers’ bonus
crileria are based on divisional performance and others on performance on a wnlz,ullddled basis. These objectives

are set at the beginning of each financial year as part of the review of the cor po:alc strategies.

Long-term Compensation of Executive Officers

The long-term component of the executive officers” aggregate Lompensa[mn is based on the Corporation’s
Stock Option Plan. This Plan permits the granting of a number of options lhal varies 1n accordance with the
contribution of the officers and their responsibilities. To encourage retenuon and focus management on
developing and successfully implementing the continuing growth strategy of the Corporation, stock options are
generally vested over a period of five years, oo

Control and Revision of the Compensation Plan

The Committee must ensure that the compensation of the Corporation’s executive officers is consistent
with the aggregate compensation policy of the Corporation.




Compensation of the President and Chief Executive Officer

The compensation of the President and Chiet’ Executive Officer is alolng the lines of the Corporation's
policy on management compensation. The President and Chief Executive Ofﬁ?:er received a bonus pursuant to
the Corporation’s short-term incentive plan. The annual bonus paid in 2005 reflected his performance in relation
with Corporation’s objectives as reviewed by the Committee.

Conclusion

In accordance with the Corporation’s executive compensation policy; a significant portion of the
cmnpemmion of its executive officers is related to the performance of the Corporzlatic')n the responsibilities inherent
in their duties and, in particular, the performance of the Corporation’s publicly traded Subordnmlc Voting Shares
and their long-term appreciation. The Committee reviews the compensation pllovram:: of the cxecutive ofticers
annually in order to ensure their competitiveness and compliance with the objectives. values and strategics of the
Corporation. ‘ '

If the circumstances so require, the Committee may recommend employfnent conditions that are different
from the policies in effect as well as the execution of non-standard employment contracts by the Corporation.

By the Corporate Governance, Nominating and Compensation Committee:

Alain Bouchard
Eric Dupont
Jacques Gauthier

10. PERFORMANCE GRAPH !

On F‘ehruary 28. 2006, the closing price of the Subordinate Voting Shares on lhe TSX was $15.50 per
share. The following graph shows the cumulative return of a $100 investment |n (he Subordinate Voting Shares,
made on April &, 2005 on the TSX, compared with the total return of the S&PfTSX Composite Index for the
period shown on this graph.
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1. SECURITY BASED COMPENSATION ARRANGEMENTS

A. Securities Authorized for Issuance under Equity Compensation Plans w

The only compensation plan of the Corporation under which equity securities of the Corporation are
authorized for issvance is the Stock Option Plan. The following table sets lorlh as at December 31, 2005, the
information with respect (0 all of the Corporation’s compensation plans pursu(mt to Wthh equity securities of the
Corporation arc authorized for issuance.

(a) th) ) ‘ (c)
Number of securities Weighted-average e\ercmz Number of securities
to be issued upon exercise price of outst.mdmg remaining available for
Plan Category of nutsianding aptions, options, warrants and further issuance under
warrants and rights rights equity compensation plans
(5 (excluding securities
I reflected in column
' (a))
Equity compensation plans
approved by securityholders: 3,218,500 370 661,500
(Stock Option Plan)
|
Equity compensation plans not :
approved by securityholders - - ! -
TOTAL 3.218,500 370 ' 661,500
B. Principal Terms of the Corporation’s Stock Option Plan

Effective January 1, 2005, companies listed on the TSX arc required to disclose on an annual basis. in
their information circulars, or other annual disclosure documents distributed to Ll]l'secumy holders, the terms of
their security based compensation wrrangements and any amendments adopted to such arrangements doring the
most recently completed financial year. Under the rules of the TSX C011:1pany ‘Manual, security based
compensation arrangements include, for example. stock option plans, stock purchase plans where the listed issuer
provides financial assistance or where the listed issuer matches the whole or a portion of the securities being
purchased, and any other compensation or incentive mechanism involving the issuance or potential issuance of
securities of the listed issuer. In general, arrangements or plans that do not mvolve the issuance from treasury or
potential issuance from treasury ol securities of the listed issuer are not %euurlly based compensation
arrangements for the purposes of the TSX Company Manual rules. The Corpor: émon currently has in place only
one such security based compensation arrangement, namely its Stock Option Plluné the principal terms of which
are described at Section 9.C of this Circular under the heading “"STATEMENT OF EXECUTIVE

COMPENSATION - Stock Option Plan Information”.

In November 2000, the Board of Directors approved a stock option plan! Wthh provides for the granting
of options 1o acquire Subordinate Voling Sharcs to the Corporation’s employccs‘ dlrectors and service providers.
The stock option plan was amended in May 2002. At the time of our initial public offering. on April 6, 2005,
3,667.000 options were outstanding.




In [*ebruary 2005. the Corporation’s Board of Directors adopied the S%ock Option Plan, which entered
into effect upon the closing of the Corporation’s initial public offering, on April 6, 2005. At that time, all options
issued and otitstanding under our initial stock option plan became subject to the SlocI\ Option Plan and no further
options were omntcd under the initial plan

i
I
Under the Stock Option Plan, our Board of Directors may grant optionsito acquire subordinate voting

* shares 1o our directors, officers, employees and service providers, and those of our subsidiarics.

As at Februmy 28. 2006, 424,000 Subordinale Voting Shares had been 1ssuul and 3,843,000 Subordinate
Voting Shares remain available for issuance under the Corporation’s Stock Optlun PLm lEplt!bt:ﬂ[ln" respectively,
0.1% and 12.8% of all issued and outstanding shares. Furthermore, 3,181 5()() Suho;dma[e Voling Shares
arc issuable under unexercised options currently issued and outstanding, rcprcscmmU 10.6% of all issued and
outstanding shares. o
L
12. STATEMENT OF CORPORATE GOVERNANCE PRACTICES 3 !

In 2005, the Canadian Securitics Administrators (the “CSA”) adopted Multilateral Instrument 53-101-
Disclosure of Corporate Governance Practices (the “CSA Disclosure lnstrumcm ) and National Policy 58-201-
Corporate Gowmame Guidelines (the “CSA Governance Policy™). The C‘§|A Governance Policy provides
guidance on govermncc practices for Canadian issucrs. The CSA Disclosure Instrumcm reguires issuers to make
the presu]bed disclosure regarding their governance practices. The Board of Dlreuors of the Corporation considers
good corporate governance to be important to the effective operations of the | Corporauon The Corporate
Governance, \Iominatino and Compensation Committee makes recommendations rcgaxdino the compliance of the
Corporation’s practices with the CSA Governance Policy and oversees disclosure Ob[]éd[lOl’lS related thereto. The
Committee proposes changes to the Corporation’s corporate governance pmcuce‘s 'md where applicable, amends
© its governance pracuceq from time to time. ‘1 '

Pursuant to the requirements of the CSA Disclosure Instrument, the Corporation sets out in Schedule A (o
- this Management Proxy Circular the disclosures required by the CSA Diqclo*;ure‘ Instrument (which are set oul in
. Form 58-101F1 of the CSA Disclosure Instrument) and pr0v1dcs a response to cach item, which together,

|
describe how the Corpomnon has integrated these “best practices™ of corporate govcmance

" 13.  APPOINTMENT OF AUDITORS AND AUDIT COMMITTEE DISCl,bSI?RE

. : o i
A. Appointment of Auditors l ‘

The Board of Directors of the Corporalion proposes that Pricewale_rlhouseCOOpers LLP, Chartered
Accountants, be appointed as auditors of the Corporation and that the Directors of the Corporation be authorized
. to determine their compensation. PricewaterhousecCoopers have acted as auditc‘:rsiof the Corporation since the
financial yearended December 31, 2000. |

Unless mstructed to abstain from voting with regard to the appomtment of auditors, the persons
- whose names appear on the enclosed form of proxy will vote in favour of the appointment of
PncewalerhouseCoopers LLP and authorizing the Directors of the Corporalnon to determine their
. compematmn ! '




B. Audi:t Committee Disclosure

Multilateral Instument 52-110 — Audir Commitrees M1 52-1107) n,qunls issucys to disclose in their

annual information forms certain information with respect to the existence, (.hd‘]'tCl composition, and cducation
and experience of the members of their audit committees. as well as all fees paid to external auditors. The
Corporation is including such required disclosure with respect to its Audit Comr:nilltf:e in this Management Proxy
Circular and is incorporating this information by reference into its Annual lnformatipn Form.

Reference is made to the section entitled “Audit Committee Disclosurc"‘ of the Corporation’s Annual
Information Form for the fiscul year ended December 31, 2005 for required ‘dlsgloeme relating 1o the Audit
Committee of the Board of Directors. The Corporation’s Annual Information F orm is available on SEDAR at
www.sedar.com and can also be obtained by contacting the Corporate Secret‘u"y of the Corporation at 1403 du

Parc-Technologique Boulevard, Quebec City, Quebec, G1P 4P5, Telephone: (418) 652- 1116.

The charter of the Corporation’s Audit Committee is attached as Schedule C to this Management Proxy
Circular and is also accessibie on the Corporation’s website at www.atrium-bio. com

3
1

Composition of the Audit Committee iy

Yvon Bolduc, Gérard Limoges, FCA, who is the chair of the Audit Conumttce and Jacques Gauthier are
the members of the Corporation’s Audit Committee, each of whom is 1ndepcndent and financially lterate within
the meaning of MI 52-110.

1

Education and Relevant Experience ;

The education and related experience of each of the members of the Audit Committee is described below.,

Yvon Bolduc — Prior to his appointment as President and Chief Executlvc Officer, Mr. Bolduc was
Executive Vice-President, lnvestment at Fonds de solidarité des travailleurs du Quebec {F1Q) from December
2002 to February 2006, and prior to December 2002 was Vice-President, Corporalc Development of Canada Post
Corporation.

b

Gérard Limoges — Mr. Limoges served as the Deputy Chairman of Ernst & Young LLP Canada until his
reticement in'September 1999. After a career of 37 years with Ernst & Young, Mr Limoges has been devoting his
time as a director of a number of companies. Mr. Limoges began his career w1lh Ernst & Young in Montreal in
1962. He graduated from the Management School of Université de Montréal ( HEC Montréal ).

Jacques Gauthier - Mr. Gauthier is currently Senior Vice-President |zmd Chiet Operating Officer of
Kruger, Energy Group. a division of Kruger Inc. Before September 2003, he was' successively Chief Operating
Officer and Executive Vice-President and Chief Executive Officer at Boralex Inc.. a company involved in the
energy scclor.

Pre-Approval Policies and Procedures

Form 52-110F1 requires the Corporation to disclosc whether its Audit Committee has adopted specific
policies and procedures for the engagement of non-audit services and to prepare a summary of these policies
and procedures. The mandate of the Audit Committee (attached as Schedule C to this Management Proxy
Circular) provides that it is such committee’s responsibility to approve all audit engagement fees and terms as
well as reviewing policies for the provision of non-audit services by the exterml auditors and. when required,
the framework for pre-approval of such services. The Audit Commitiee mandate prov:des for the approval by
such committee of non-audit fees.




Txternal Auditor Service Fees

In addition to performing the aundit of the Corporation’s consolida[led financial statements and its
subsidiarics, PricewaterhouseCoopers LLP provided other services to the Corporation and its subsidiaries and
they billed lh::c Corporation and its subsidiaries the following fees for cach of the' Corporation’s two most recently
completed financial years:

Financial Year Ended ‘ an:mcial Year Ended
December 31, 2005 ! December 31, 2004
{ 1
Fees ($) - (8
= — '
Audil Fees" , 267.397 ] 154078
Audil-Related Fees™ — ‘ | i 261,273
Tax Fees™ E 25,110 ! 57.298
All Other Fees® N 191,213 \ | 44,766
TOTAL FEES : 483,720 { i ' 518,315

M Refers to the aggregate fees billed by the Corporation’s external auditor for audit services.
1 Refers to the aggregate fees billed for assurance and related services by the Corporation’s cxlcrnal auditor that are reasonably reluted to

]
the performance of the andit or review of the Corporalion’s financial statements and are not reported under (1) above, including

professional services rendered by the Corporation’s external anditor for accounting cmm;]lmmnq on proposed (ransactions, and
consultations related to accounting and reporting standards.
™ Refers 1o the aggregate fees billed for professional services rendered by the Corporation’s cxlc.mal auditor for tax compliance, tax
advice. and tx planning.
“* Refers 1o the aggregate fees billed for products and services provided by the Corporation’s extérnal ;auditor. other than the services
reporied under (1), (7) and (3) above. These fees were primarily incurred in connection with the pn,paralmn of a prospectus filed by the

Comporation as parl of its initial public offering, which was filed in April 2005, |

|
!
14. INDEBTEDNESS OF DIRECTORS AND OFFICERS !

|
|
No person who is, or who was at any time during the fiscal year cndcd Dccc'mbcr 31, 2005, a director,

executive officer or senior officer of the Corporation, and no person who is a nommee for election as director of
the Corporation, and no associate of such persons, is, or was at any time qmce: the beginning of the fiscal year
ended December 31, 2003, indebted to the Corporation, nor has any such person b*een indebted at any time since
the beginning of the fiscal year ended December 31, 2005 to any other (.nllly| where such indebtedness is the
subject of a guarantee, support agreement, letter of credit or other similar alrdngcmcnt or understanding provided

by the Corporation. !

|

!




15. INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACT}ONS

The Cerperation is not aware that any of its “informed persons’ has had an interest in any ma[erl'\l
transaction carried out since the beginning of the Corporation’s last completed financial year of in any proposcd
transaction which has materially affected or is likely to materially affect the Coquorifumn or any of its subsidiaries.
Applicable securities legislation defines an “informed person” as meaning any one of the following: (a) a director
or execulive officer of u reporting issuer; (b) a director or exccutive officer of a person or company that is itself an
informed person or subsidiary of a reporting issuer; (¢) any person or company who beneficially owns, directly
or indircctly. voting sceurities of a reporting issuer or who exercises control or dlrcct:on over voting sccurilies of
a reporting issuer or a combination of both carrying more than 10 percent oIJ the voling rights attached to all
outstanding voting securities of the reporting issuer other than voting securities held by the person or company as
underwriter in the course of a distribution: and (d)} a reporting issuer that has p'urchased redeemed or otherwise
acquired any of its securities. [or so long as it holds any of its securities.

16. INSURANCE OF DIRECTORS AND OFFICERS

The Corporation is covered by a liability insurance policy for the benefit of its directors and officers,
which protects theém against certain liabilities contracted by them while aclin‘g in such capacity. In 2005, this
insurance provided a maximum coverage of $20,000,000 per event and policy year. For the financial year ended
December 31, 2005, the premium paid by the Corporation was approximately $75,000. When the Corporation is
authorized or required to indemnify insured persons, a deductible of $250,000 a'pplies except for securities-based
claims, for which the deductible is $500,000. For the financial year started on hnuzuy L. 2006, the coverage will
increase to $25.000,000 without any changes in deductible amounts. It is anumpated that the amount of premium
to be paid in respect of such insurance for the 2006 fiscal year will be approximately $75,000.

17. SHAREHOLDER PROPOSALS FOR NEXT ANNUAL MEETING OF SHAREHOLDERS

The Canada Business Corporations Act provides, in effect, that a registered holder or beneficial owner of
shares that is entitled to vote at an annual mecting of the Corporation may submit to the Corporation notice of any
matter that the person proposes to raise at the meeting (referred to as a ‘Proposall "} and discuss at the meeting any
matter in respect of which the person would have been entitled to submit a IPropoqal The Canada Business
Corporations Act further provides, in effect, that the Corporation must set out the Proposal in its management
proxy circular along with, if so requested by the person who makes the Propolsal, a statcment in support of the
Proposal by such person. However. the Corporation will not be required to set out the Proposal in its
management proxy circular or include a supporting statement if, among oth:cr things, the Proposal is not
submitted to the Corporation at least 90 days before the anniversary date of 1he1‘nqtice of meeting that was sent 1o
the shareholders in connection with the previous annual mceting of sharcho’ders of the Corporation. As the
notice in connection with the Meeting is dated March 10, 2006, the deadlme for submitting a proposal to the
Corporation in connection with the next annual meeting of shareholders is Dcnember 9. 2006.

The foregoing is a summary only; shareholders should carefully review the provisions of the Canada-
Business Corporations Act relating to Proposals and consult with a legal advisor,




18. ADDITIONAL INFORMATION

The Corporation will provide the following documents 1o any person or company upon request to the
Corporate Secretary of the Corporation, at its head office at 1405 du Parc—’l‘cchnologlquc Boulevard. Quebec City,
Quebec, GIF 4P5:

{i) one copy of the andited annual financial statements of the Corporalion‘ for ity most recently completed
financial year together with the report of the auditors thereon. both contained in the Corporation’s 2005
Annual Report, and one copy of any interim financial statements of the Corporanon published subsequent

to the financial statements for its most recent financial year; and
{ii) one copy of this Management Proxy Circular.

In addition, the Corporation’s Annual [nformation Form will be available from the date of its filing with
the sccuritics commissions or similar securities regulatory authoritics in Canada as well as any other document
incorporated by reference in such Annual Information Form. The Corporation may require the payment of
reasonable expenses if a request is received from a person who is not a holdcr’of securities of the Corporation,
unless the Corporation makes a distribution of its securities pursuant to a short form prospectus. in which case
such documents will be provided free of charge. Copies of the Corpomtmnw public disclosure documents,
including financial statements, Management Proxy Circulars and Annual Infor lmduon Forms, are also available
at the following websites: www.atrium-bio.com, and www.sedar.com. lemcml information related to the
Corporation is provided in its comparative linancial statements and Manag,mcnl s Discussion and Analysis
thereon for the financial year ended December 31. 2005.

19. DIRECTORS APPROVAL

The contents and the sending of this Management Proxy Circular have been approved by the Board of
Directors of the Corporation.

ot

Manon Deslauriers
Corporate Secretary

Quebec, Quebec, March 10, 2006.




SCHEDULE A

ATRIUM BIOTECHNOLOGIES INC.
(the “Corporation’)

STATEMENT OF CORPORATE GOVERNANCE PRf\CTICES
I

Form 58-101-F1 -
Corporate Governance Disclosure

The Corporation’s I’iractiscs

1. Board of Directors

a) Disclose the identity of directors who are

independent.

The Board ol DlruLlors is composed of 9 persons.
Of those 9 persons, Yvon Bolduc, Alain Bouchard,
Jacques Gauthier, chs Julien, Pierre Laurin, Gérard
Limoges, Placide Pou]m are independent.

b) Disclosc the identity of directors who are not | The other 2 Dirccto}rs are! Luc Dupont and Eric
independent, and describe the basis for that Dupont, ncither of whom are independent. Tuc
determination Dupont is the Chléf Executive Officer of the

Corporation, Eric Dupom is Exccutive Chairman of
the Board of Elcrna Zcntaris Inc. which. as at
February 28, 2006 hcld 64.81% of the total voling
rights. }-urthermore Luc and Eric Dupont are
immediate family mcmbm

c) Disclose whether or not a majority of directors A majority of the Corporatioa's Directors are
are independent. If a majority of directors are not independent,
independent, describe what the Boeard of
Directors (the “Board™) does to facilitate its
exercise of independent judgement in carrying
out its responsibilities.

d) If a director is presently a director of any other | Alain Bouchard is allso‘ a director of Alimentation

issuer that i1s a reporting issuer (or the
equivalent) in a jurisdiction or a foreign
jurisdiction, tdentify both the director and the
other issuer.

Couche-Tard Inc. and;Quebécor Inc.

1
Eric Dupont is also a dlrector of Aiterna Zentaris
Inc.

Pierre Laurin is also director of Quebecor Inc. and
Aterna Zentaris linc.

Gérard Limoges is also director of the following
companies: AE[erna Zentaris Inc., Engenuity
Technologies Inc, H'lrl Stores Inc., and Metro Inc.
He is one of the trum::es of Alexis Nlhon Real Estate
Investment Trust and Hartco Income Fund.

Placide Poulin is also
Inc. and Groupe Bikin

a dire¢tor of Specira Premium
1 Village Inc.

Jacques Gauthier is also a director of Conporec Inc.




Form 38-101-F1 -
Corporate Governance Disclosure

The Corporation’s P‘rafctisés

1. Board of Directors (Cont’d)

e) Disclosc whether or not the independent

directors hold rcgularly scheduled meetings at -

which non-independent directors and members
of munagement are not in aitendance. If yes,
disclose the number of meetings held since the
beginning of the issuer’s most recently
completed financial year. If not, describe whal
the Board does to facilitate open and candid
discussion amongst ils indepenadent directors.

The Chairman of Illle Board ensures that, when
admissible and if required, any subject is discussed
without the presence 'of members of management.

£ Disclose whether or not the chair of the Board is
an independent director. If the Board has a chair
or lead director who is an independent director,
disclose the identity of the independent chair or
lead director, and describe his role and
responsibilities. If not, describe what the Board
does to provide leadership for its independent
directors.

The Chatir of the BO?Ill'd is Pierre Laurin, who is an
independent Director. He is responsible for the
management, develotplﬁlem'and efficient operation
of the Board. He shall ensure that the Board
adequatcly assumés its mandate and that the
Board’s responsibilities and boundaries with
management are well understood by the Directors.

¢) Disclose the attendance record ol each director
for all Board' meetings held since the beginning
of the most recently completed financial year.

|
Please find below llhc-al[cndancc record of cach
Director for all Board meetings held during the
financial year 2005: | .

Y ven Boldue
Alain Bouchard

4 out of 6 meetings
3 out of 6 meetings

Dr. Eric Dupont
Luc Dupont
Jacques Gauthier
Yves fulicn
Pierre Laurin
Gérard Limoges
Placide Poulin

6 out of 6 meetings
6 out of 6 meetings
6 out of 6 meetings
recently appointed
6 out of 6 meetings
6 out of 6 meetings
recently appointed

2. Board Mandate

Disclose the text of the Board’s wrilten mandate.
If the Board does not have a written mandate,
describe how the Board delineates its role and
responsibilities.

The Bourd’s mandate is attached hereto as Schedule

D.




Form 58-101-F1 -
Corporate Governance Disclosure

The Corporation’s P]rattises

3. Position Descriptions

a) Disclose whether or not the Board has developed
written position descriptions for the chair and the
chair of ecach Board committee. If not, briefly
describe how the Bourd delincates the role and
responsibilities of each such position.

i

The Board has developed written position
descriptions for the Chair of the Board and the Chair
of cach committee.

b) Disclose whether or not the Board and CEO
have developed a writlen position description (or
the CEO. If not. bricfly describe how the Board
delineates the role und responsibilities of the

CEQ.

1
The Board and the President and Chief Executive
Officer have developed written position descriptions
for the President and Chief Executive Officer.

i

New directors meet \li'ilh the Chairman of the Board
and the President and Chief Executive Officer to
discuss the functiening of the Board of Directors
and the nature and operation of the Corporation’s
business activities. In addition, new directors are
provided with information pertaining to the
Corporation such a% the Initial Public Offering
prospectus, financial statements and corporate
documents related to thé operations. The Chairman
and the Board ensure that the Corporation’s
management is avai[qblc to meet with new directors
to explain the na‘tu:;e a:nd operaiion of the

Corporation’s busines‘s. \

4, Orientation and Continuing Education
a) Briefly describe what measures the Board takes
to orient new directors regarding:
(i) the role of the Board, its committees and its
directors and;
(1) the nature and operation of the issuer’s
business
b) Briefly deseribe what measures, if any, the Board

takes to provide continuing education for its
directors. If the Board does not provide
continuing education, describe how the Board
ensures that its dircctors maintain the skill and
knowledge 10 meet their obligations as directors.

The Corporate Golveirnahce, Nominating and
Compensation Co‘mmitt'ee ensures that the
Corporation’s directors are provided with continuing
education opporlu‘niiies]in an effort to keep
Directors currcnt‘ if1 their knowledge and
understanding of their role and the nature of the
Corporation’s busjin_ess.‘ Also, members of
management of the Cor'pora'tion make presentations
at Board meetings concerning subjects related 1o the
Corporation. such as|the results of the divisions as
well as the developments and stakes of each said
division. The members of the management are
available at any time 1o answer any question

Directors may have.




Form 58-101-F1 -
Corporate Governance Disclosure

. L
I'he Corporation’s Piralctlses

3. Ethical?Busincss Conduct

a) Disclose whether or not the Board has adopted a
written code for the directors, officers. and
employees. I{'1the Board has adopted a writien
code:

(i) Disclose how a person of company may
obtain a copy of the code.

i
Describe how the Board monitors

compliance with its code. or if the Bourd
does not monitor compliance, explain

(1i)

whether and how the Board satisfies itsell

regarding comphance with its code; and

(iii)

Provide a cross-trelerence to any material

change report filed since the beginning of

lhe{most recently completed financial year
that pertains Lo any conduct of a director or
executive officer that constitutes a departure
from the code.

1

o :

The Board has zidopﬁcd! a written Code of Conduci
for directors. officers and employees.

i i

A copy of the Code|of Conduct may be obtained

cither on the Corporauon s Intranet or on its
Website. | i

Each employee. officer .md director received the
Code of Conductjand the Corporation has
implemented a comp'lailit procedure with an
indcpendent third plarly provider which allows
employees to report dny conduct that is not
compliant with the Cod!c of Conduct on an
anonymous and/or co‘nﬁdcnlml basis. No situation
of non-compliance hiasfbeen disclosed in the past

year. L

The Corporation has inoll ﬁlled any material change
report during the financial year ended December 31,
2005 that pertains to dny LOHdUCl of a Director or
executive officer that con%ututes a departure from
the Code of Conduct. No waivers from the Code of
Conduct have been sought or granted.

Describe any steps the Board takes to ensure
directors exercise independent judgement in
considering transactions and agreements in
respect of which a director or executive officer
has a material interest.

a)

[ !
If such a transac.lmn Ior agreement arises, the

member of the Board of ‘Directors who has a
material interest therein does not participate in
meetings of the Boa}d|ot Directors at which the
transaction or ¢ dgrf.eménmb considered.

b) Describe any other steps the Board takes to
encourage and promote a culture of ethical

business:conduct.

Through the abovc—lnotcd methods, the Board

encourages and promotes a culture of cthical
business conduct. |This is reinforced by the
behaviour of the Board, as prowdt:d in its mandate,
which is in strict Complmnce with the terms and the
spirit ‘of these mc1sures I

Nomination of directors

a) Describe the process by which the Board

identifies new candidates for Board nomination.

)
The selection of new, C'lhdidaleq is made by
the Corporate Governance Nominating and
Compensation Comlnmee Such Committee
establishes the criterial in respect of the
complementarity and é:xpcrtisc that a candidate will

!
bring to the Board [hen the Commlllee recommends

new candidates for '1ppr0va! by the Board.

|

'
!
'
|
+

L




Form 58-101-F1 -
Corporate Governance Disclosure

The Corporation’s Plractises

6. Nomination of directors (Cont’d) '

b} Disclose whether or not the Board has a | This Committee is composed of a majority of
nominating committee composecd entirely of | independent directors:
independent directors. 1t not, describe whal steps o
the Board takes to encourage an objective
noMmination process.

L : |

¢) If the Board has a nominating committee, A copy of the Charter of the Corporate Governance,
describe the responsibilities, powers and Nominating and Compensation Committec,
operation of the nominating committec. outlining the nomination process, is attuched hereto

as Schedule B.
7. Compensation
a) Describe the process by which the Board | The Board has adopted an *Qutside Director

determines the compensation for the directors
and officers.

Remuneration Policy"‘. setting forth the remuneration
of directors. This policy shall be reviewed annually
by the Corporate Gl)vcrndnce Nominating and
Compensation Commlllce Then, the Commitiee
formulates a recommendation to the Board of
Directors and the final decision is made by the
Board of Directors.

As concerns the ofﬁccrq thc'Corpomtc Governance.
Nominating and Compensdtlon Committee reviews
annually the compensl,anon of all senior executives
following discussions with the Chief Executive
Officer and after revicwing his recommendations, in
order to ensure their competitiveness and
compliance with lhe objectives, values and
strategies of the Corporauon The Board of
Directors acts according 1o the Corporate
Governance, Nomi‘nﬂling and Compensation
Commillee’s recomméndalions In accordance with
its mandate, this Commmec has, with respect to the
executives’ rcmunerauon the responsibility to
formulate 1ccommenclauons to the Board of
Directors with regardls to the remuncration of the
Board members and ofﬂLers This remuneration is
revised once a yedr The salary increases and
bonuses paid-oul on a goal achievement basis are
reviewed annually by the Committee and a
recommendation is made to the Board of Directors
for approval. GrantingI of options is also examined
by the Committee and recommended to the Board of
Directors. Additionally, a report is made to the
Board by the Chalrmlan of the Committee on the
assessment and remuneratlon of the President and
Chief Executive Officer.

a2
)
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Form 58-101-F1 -
Corporate Governance Disclosure

|
L

The Corporation’s P|ra‘5:tisels

7. Compensation (Cont’d)

'b) Disclose whether or not the Board has a
compensation commitiee composed entirely of
independent directors. If not, describe what steps
the Board takes 1o ensure an objective process
for determining such compensation.

P

o

The Corporate Govelmnce Nominating and
Compensation Commmee is composed of a
majority of mdependem Directors. The Board is of
the opinion that the QOIT’IPEI’IS'\(IOI‘I review process is
objective. :

If the Board has a compensation committee,
describe the responsibilities. powers and
operation of the compensation comumitiee.

c)

Attached hereto as |St,hedule B is a copy of the
mandate of the Corporate Governance, Nontinating
and Compensation Comlmttee

«d) If a compensation consultant or advisor has. at
any time since the beginning of the most recently
completed financial year, becn retained to assist
in determining compensation for any of the
Corporétion’s directors and officers, disclose the
identity of the' consultant or advisor and briefly

summarize the mandate for which they have

been retained.

|
No consultant or advisor has been retained during

|
the most recently compleled!ﬁlmnmal year.’
|

|
f|

' i

8. Other Board Committees

If the Board has standing committees other than the
audit, compensation and nominating committees,
identify thé committees and describe their function,

| |
: i

The Board has an EJl(ecutwe Committee composed
of 3 members, Luc Dupont, Eric Dupont and Pierre
Laurin. The Comrlmttee meets pertodically to
develop aspects of the ‘;udtcgfc plan for review by
the Board of Directors, canvas specific business and
managerial issues and prepatc to present such issues
to the Board for their conqldemuon

9. Assessments

Disclose whether or not the Board, its committees
and individual directors are regularly assessed with
respect to their effectiveness and contribution. If
- assessments are regularly conducted, describe the
process used for the assessments. If not, describe
how the Board satisfies itself that the Board, its

committees and its individual directors are’

-performing effectively.

-
The Board has recenlly adopted processes for
evaluating the effectiveness ‘of each of the Board of
Directors, the Audit IColmmlttee and the Corporate
Governance, Nommauno and Compensation
Committee. These processeq will commence during
the course of the 2006 ﬁnancml vear. Once a year,
the Chairman of the Board will perform a review of
each Director’s performance on an individual basis.
Report of the findings will be made to the full Board
and time is set dudel at [hd[ meeting for a full and
comprehensive discussion regarding Board and
Committees t:ffectn'feness and any agreed upon
improvements are im Jlemented as applicable.




SCHEDULE B

ATRIUM BIOTECHNOLOGIES INC.
i (the « Corporation ») 1

MANDATE OF THE CORPORATE GOVERNANCL
I . NOMINATING AND COMPENSATION (L'OI\/IIVII|’I"I‘EEI

] |

The Corporate Governance, Nominating and Compensation Commitiee (the « Cf)lt?lmiit@(: ») assists the Board of
Directors (the « Board ») in developing the Corporation’s approach towards questions relating (0 corporale
governance and assessing the Board and its Committees’ efficacy. The Comlmi‘ttee; also assists the Board in
assuming its responsibilities relating to executive and other human resources hiring, assessment, compensation and

succession planning.

CO‘VIPOSIT]ON AND QUORUM

The Commmt.e is composed of three (3) directors. a majority of whom qualifies as independent director, as

defined in the applicable regulation, , I

|
I
, . . . |
At any meeting of the Committee, the quorum is three (3) members. B
' i
i

RESPFONSIBILITIES
The Comumitice has the following responsibilities:

A,

With respect to Board composition and succession planning
1.
2.

|

|

]
Recommending to the Board the size and composition of the Board.

Litaborating and reviewing the selection criteria for directors in order to ensure an enabling
environment within the Board. In order 1o do this, the Commlllec must evaluate qualifications,
permnal skills and business background as well as the dlvemty of thé Board members’ previous
experience and the Corporation’s requirements. I |

In collaboration with the President and Chief Executive thce and the President of the Board,
1denufy candidates that could become Board members and cnsurc lhal these candidates have the
reqmred availability for a director position. Recommending to the’ Board that these candidates be
proposed for nomination at the next annual shareholders’ mcellng .o

AsSisting the Board with the selection of the members forming the differem Committecs.

|
. Annually reviewing the Board and the Committee’s mandates as well as the mandate descriptions

of the President of the Board, of the Committees and the Prc:w,lc.h,ntI and Chief Executive Officer.




With respect 10 corporate governance maters
1.
2.

Elaborating appropriate corporale governance practices.

Controlling and supervising the disclosure of corporate governance practices for the Corporation.

Reviewing and recommending to the Board the adoption ofja code of ethics governing the
behaviour of the directors, managers and employees and to‘-supervise the disclosure of the
information.

!
Secing o the granting of all exemptions with respect to the code of cthics which must be
disclosed in conformity with the regulations, L
. . b . .
Reviewing and approving the report on the Corporation’s corporate governance practices that will
be incorporated to the Corporation’s Management Proxy Circular, in conformity with the
regulations. '

Developing and reviewing the orientation programs and the continuing professional education
ping g prog gp

programs intended for directors regarding the Board’s and Management's responsibilities, the
Committee’s roles and the contribution expected from each director.

Ensuring the Board’s efficacy, the quality of the management of the Board and the lincs of
communication between the Board and Management. in order to facilitate the independent
Board’s functioning from Management.

Reviewing and approving, if circumstances should require it, all demands from a Board member
relating to the hiring of independent advisors at the Corporation’s charge.

Supervising the disclosure of all modifications 1o the Corporation’s corporate governance

practices since its last publication. |
|

With respect to senior management Sic cession phuum!g. senior HI(IN(IQEHIEHI assessmeni, as well as

senior management and Directors compensation

1.

2

Ensuring that appropriate processes are in place regarding succession planning for the position of
President and Chief Executive Officer and other senior management positions. The Committee
will be informed of the succession planning process as (o seniorjmanagement of its subsidiarics.

Recommending to the Board the appointment of senior management and approving their hiring.
departure and termination conditions.

Reviewing and approving annually the objectives to be attained by the President and Chief
Executive Officer. assessing the President and Chief Executive !OﬁICEI s performance in relation
to these objectives and determining his compensation. Annually presentmo to the Board the
results of the assessment of the President and Chief Executive Ofﬁcer

Reviewing the assessment of the performance of senior managf:nllem_memhers and determining
. . . ~ i . - -
their compensation in the form of salary, bonuses or any other compensation form. Report thereto
i
is made (o the Board. b
Preparing the annual report on senior management’s compcnsatlon for inclusion in the
Corporation’s Management Proxy Circular.

Making recommendations to the Board regarding the directors’ compensation and the form.

Determining the grant of stock options according to the Stock Option Plan and making
appropriate recommendations to the Board.




D. With respect to hiring, assessment, cm.'tpen?amm and succession p!muunq of ather Corporation
‘ emplovees

Lo Ensuring that the Corperation puts in place competitive compensation structures in order to be

able to attract. motivate and maintain at its service qualified pe
to altain its corporate objectives.

| i
H B
i (

[ ; . .
rsonnel allowing the Corporation

M - g a .. r
2. Adopting a performance assessment philosophy that rewards creation of shareholders value.

3. Making all decisions and taking all actions in compensation and socn[ benefits matters, required

by law or regulations, or by any qualified organization.

METHOD OF OPERATION I
1. Meetings of the Commnuittee are held at least three (3) times a year or as requned.
2. The Chairman of the Committee develops the agenda for each meeting of, the Comnuttee in consultation

|
with the bccretaly The agenda and the appr npnate material are provided to members of the Committee

on a timely basis.

3. The Chairman of the Committee reports regularly to the Board on the Committee’s activities.

4. The Committee may, in appropriate circumstances, hire independent
Chairman of the Board thereof.

- . L
advisors, subject to advising the
i i
1

5. The Commiitee annually reviews its mandate and reports to the Board on it adcquacy

6. The Committee annually provides the Board with an attestation conﬁrmmg that all the required elements

of the mandate and working plan have been covered.

Nothing contained in this mandate is intended to expand applicable Standarcll of Condun.t under statutory or
regulatory requirements for the directors of the Corporation or the members of the Commlttee
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SCHEDULE C

i

- ATRIUM BIOTECHNOLOGIES INC, | |
’ (the « Corporation ») I
!

! AUDIT COMMITTEE CHARTER

1.

MISSION STATEMENT |

The Audit Committee assists the Board of Directors in fulfilling its oversight rcsponmbﬂmcs The Audit Committee
reviews the financial leponm process, financial risks management, the syqtemlof internal control. the audit
process, and the Corporation’s process for monitoring compliance with laws and reouldtmnb and with the Code of
Ethical Conduct. In performing its duties, the Conunittee maintains etfective wmluns: rclanonshlps with the Board
of Dircctors, management, and the external auditors. To cffectively perform hls or her role. each Committee
member has to understand the detailed responsibilities of Committee membcrshlp as well as the Corporation’s
business, operallonq and risks. |

2.

POWERS b

The Board authorizes the Audit Committee, within the scope of its responsibilities, to: -

|
Perform activities within the scope of its charter; i

2.1 !
2.2 Engage independent advisors as it deems necessary to carry out its duties: ' :
|
23 Ensure the attendance of Corporation’s officers at meetings, as approprlale
24 FHave unrestricted access (o members of management, employees and rel‘evzlmt information;
: j i
2.5 Establish procedures for dealing with concerns of employees regarding accounting or auditing matters;
2.6 Establish procedures for the receipl, retention and treatment of complaints received by the Corporation
regarding accounting, internal accounting controls or auditing matters; L
- . . Lo
27 Be dircctly responsible for the assigning, compensation, retention andjoversight of the work of the
external auditor; P
2.8 Approve all audit engagement fees and terms as well as reviewing policies for the providing of non-audit
services by the external auditors and, when required, the framework for pre:-approval of such services.
: . ‘ ;
3. ORGANIZATION D!
: i
Members .
¢ .
3.1 The Audit Committee shull be composed of a minimum of three members. cach of which shall be
independent as defined in the applicable regulation. |
3.2 Each member shall provide a useful contribution to the Committee and be financially literate.
33 All membcrs shall be independent of mdnagemenl i '
34 The chairperson of the Audit Commiltiee shall be appointed by the Board 1r0m umc to time,
3.5 The term of the mandate of each member shall be one year. '
3.6 The quorum requirement for any meeting shall be the majority of the members in function,
3.7 The ;secretary of the Audit Committce shall be the secretary of the Corpbralion or any other individual
appointed by the Board. ! g
28 | !
Co
1 +




Attendance at Meetings

38

39
3.10

If deemed necessary. the Audit Committee may invite other individuals (such as the Vice President

Finance and CFO).

External auditors are invited. if needed. to make presentations to the Audit Commitiee.

The Committee shall meet at least four times a year. Special meetings may be'held if needed. If deemed

necessary, external auditors may invite members to attend any meeting.

The Audit Commitice will meel with the external auditors at least once a year without management

presence.

The minutes of cach mecting shall be recorded.

ROLE AND RESPONSIBILITIES

Internal Control

4.1

4.2

44

4.5

4.6

Evatuate whether management is setting the appropriate tone at the top by communicating the importance
of internal control and ensuring that al! individuals possess an understanding of their roles and

responsibilities in that respect.

Understand the controls and processes implemented by managemtlnt' to ensure that the financial
statements derived from the underlying financial systems. comply with relevant standards and

requirements, and are subject to appropriate management review.

Gain an understanding of the current areas of financial risk and how
management.

thfese are being handled by the

Ensure that Management reviews computer systems and applications, the security of such systems and
applications, and the contingency plan for processing financial information in the event of a systems

breakdown.

'

|
' t

Ensure that internal control recommendations made by external auditors hziwe been implemented by
.

munagement.

Ensure that the external auditors Keep the Audit Committee inform:cd ébout fraud, illegal acts,

deficiencies in internal control, and any other matter deemed appropriate.

Finan¢ial Reporting

a)

4.7

4.8

General

Review significant accounting and reporting issues, including recent professional and regulatory

circumstances and understand their impact on the financial statements.

Ask management and external auditors about significant risks and exposures and the plans to minimize

such risks.




o
4.9
4.10

4.1

4.13
4.14

4.15
c)

4.16

4.17

4.18

4.19

Annual Financial Statements

Review the annual financial statements and determine whether they are complete and consistent with the
information known to Committee members, and assess whether the financial statements reflect
appropriate accounting principles and recommend their approval to the Board of Directors.

Pay particular attention to complex and/or unusual transactions such as restructuring charges and
derivative disclosures,

Focus on judgmental arcas such as those involving assessment of assets|and lidbilities warranty, product.
and envirenmental kHability: litigation reserves and other commitments and contingencies.

Meet with management and the external auditors to review the financial|statements and the results of the
audit,

Consider management’s handling of proposed audit adjusiments identified by the external auditors.

Review the MD&A and other sections of the annual report before its release and consider whether the
information is adequate and consistent with members® knowledgelabout the Corporation and its
operations. '

Einsure that the external auditors communicate significant matters 1o the Committee.

Preliminary results announcement, Interim Financial Statements and Summaries intended for
analysts.

Be briefed on how management develops and summarizes iaterim ﬁnancml informaticn, the extent to
which the external auditors review interim financial information. and whether that review is performed on
a pre- or post-issuance basis.

Meet with management and, if a pre-issuance review was completed, wuh the external auditors, either by
telephone or in person, to review the interim financial statements and the results of the review.

To overview the tuimness of the interim statements and disclosures, obtain exp]anzllions from management
and from the external auditors on whether: i

l

= Changes in financial ratios and relationships in the interim financial slalcmenl% are consistent with
changes in the Corporation’s operations and financing practices; ‘ oo

* Generally accepted accounting principles have been consistently apphed

* ‘There are any actual or proposed changes in accounting or financial réponlng practices;

» There are any significant or unusual events or transactions;

+ The Corporation’s financial and operating controls are functioning efl fectively:

+ The Corporation has complied with the terms and conditions of loan agreements or security
indentures: and

= The interim financial statements contain adequate and appropriate disclosures.

Ensure that the external auditors communicate significant matters to the Committee.

30 o




External Avndit . Pt

4.23

4.24

4.26

4.27

Compliance with Laws and Regulations

4.28

4,29
4.30

4.31

Compliance with the Code of Ethical Conduct

4.32
4.33

4.34

4.35

Review the professional qualification of the auditors (including background and experience of partner

and auditing personnel). .
| |
Consider the independence of the external auditor and any potential COI]E]ICIIS of interest.
: ! . . . . b .
Review on an annual basis the performance of the external auditors and make recommendations (o the

. . S Lo )
Board for the appointment, reappointment or termination of the appointment ofthe external auditors.

: — . Lo , .
Review the external auditors’ proposed audit scope and approach for the current year in the light of the
Corporation’s present circumstances and changes in regulatory and other requirements.

Discuss with the external auditor any audit problems encountered in the normal course of audit work.
including any restriction on audit scope or access to information. i

Discuss with the cxternal auditor the appropriateness of the accc:un:ling policics applied in the
Corporation’s financial reports and whether they are considered as aggressive, balanced or conservative.

Rev1ew policies for the provision of non-audit services by the external audltor and where applicable the
fxamewmk for pre-approval of audit and non-audit services. |

i

Ensure the: Corporation has appropriate policies regarding the hiring of a:udil? firm personnel for senior
positions after they have left the audit firm. -

v

Review the eftectiveness of the system for monitoring compliance wuh laws and regulations and the
results of management’s investigation and follow-up (including dlsc1plmdry action) on any fraudulent
acts or accounting irregularities. .

1 '
. ‘ ) |
. . . . b ! -
Periodically obtain updates from management and general counsel regarding compliance.
i€

. : . ‘ Lo . .
Be satisfied that all regulatory compliance matters have been considered an the preparation of the
financial statements, i !

Review the findings of any examinations by regulatory agencies. by

Ensure that a Code of Ethical Conduct is formalized in writing and that all ‘emplloyees are aware of it.

Evaluate whether management is setting the appropriate tone at the top by commumcatmv the importance
of the Code of Ethical Conduct and the guidelines for accepiable business practlces

Review the program for monitoring compliance with the Code of Ethical Condlllct.
i n
o . . N -
Periodically obtain updates from management and general counsct regarding compliance.
: e
b




L

Other Responsibil'ilties

436
4.37

438

4.39
4.40

4.41

'
|
:
Loy
|
1
i
|

Meet with the external auditors and management in separate execulive sess ions to discuss any matters

|
that the Committee or these groups believe should be discussed privately.

P

I
Ensure that signiftcant findings and recommendations made by the cxternal auditors are received and

discussed on a timely basts.
1

b
I

Review, with the Corporation’s counsel, any legal matters that could have a' significant impact on the

Corporation’s financial statements.

' . ! -
Review the policics and procedures in effect for considering officers’ expenses ;md perguisites.
l

I
If necmsary institute special investigations and, if appropriate. hire special, counsel or expert 10 assist.

Peri‘orm other oversight functions as requested by the full Board.

Reporting l{esponsmllllles

442

4.43

4.44

Regularly update the Board of Directors about Committee activities and make appropriate

recoinmcndations

hnsure the Board is aware of matters that may significantly impact on the ﬁnancm] condition or affairs of

the busmess

Prepare any reports required by law or listing rules or requested by the Board for example a report on the

Audit Committee’s activities and duties to be included in the section on cxnporme governance in the

annual report.

Review of the Committee Charter

4.45
4.46

Review the Audit Committee charter annually and discuss any required

Ensure that the charter and it’s amendments are approved by the Board.

|
'
1
.

£

hz:lnges with the Board.
i




SCHEDULE D i

ATRIUM BIOTECHNOLOGIES INC. .
(the “Corporation’)

MANDATE OF THE BOARD OF DlREC’l‘Ol}S -

The Bourd of Directors (the « Board ») is responsible for the supervision of the management of the Corporation’s

!
business and affairs, with the objective of respecting the strategic plan of thc‘: Corporation and of increasing
sharcholder value. Even though management conducts the day-to-day operations ol the Cox poration, the Board has
a duty of stewnr(lbhlp and periodically assesses and monitors management's pcrformame

In spite of the fact that directors may be clected by the sharcholders in order to oftm their level of expertise o the
operations of the Board. they are not mandaicd Lo represent any particular lnlercet All decisions of cach Bourd
member must be made in the best interest of the Corporation. |

The Board may delcgate certain tasks to its committecs. However. such delegation does not relieve the Board of
its overall responsibilities with regards to the management of the Corporation.

COMPOSITION AND QUORUM
The Board is composed of a maximum of 10 directors.

The Board must be composcd mainly of independent directors as defined inl the applicable regulations. The
Board, in the aggregate, reflects a diversity of experiences and particular competences in order to answer to the
specific needs of the Corporation.

At every meeting of the Board, the quorum established is a majority of directors holding office.

RESPONSIBILITIES C

The Board has the following responsibilities:

A With respect to strategic planning
L. Reviewing and approving annually the Corporation’s business plan and the global strategic plan.
2. Reviewing and approving all strategic decisions for the|Corporation including mainly
acquisitions or sale of shares, assets or enterprises and all operanons outside the ordinary course
of business.

33 :




With respect to human resources and performance assessment

Chaosing and approving the appointment or the destitution if]

Chief Exccutive Officer and approving the appointment or

!
|
f
necessary, of the President and

the destitution of other senior

mariagenient cxecutives. .
oo i |

2. Ens'urmg that the Corporate Governance, Nominating and Compensation Comntittee asscsses
annually the performance of the CEO and of senior management) taking into consideration the
Board’s expectations and set objeclives, and approves their Lompensallon
3. Mdhiloring the managcmcm succession planning process. | |
4.+ Monitoring the size and composition of the Board and its mmmlttecR based on gualifications,
~ skills and personal abilities sought in Board members.
5. . Approving the list of Board nominees for election by shareholders.:
6. - Annually renewing the different mandates of its Committees. i
P
C. Wuhuespecr to financial matters and internal control ,
1. Moniloring the integrity and quality of the Corporation’s financial statements and the
appropriateness of their disclosure. !
' i
o . . -
2. Reviewing and approving the annual and quarterly financial sla[ell'nen,ts, the MD&A reports and
the press releases related thereto. Do
b
3. Approving operating and capital budgets.
. Lo :
4, Determining dividend policies and declaring dividends when deemed approprlale.
|.ﬂ"'“-‘f‘ '
5 Emunn&, that appropriate systems are in place to identify business n‘;ks and npponumllcq and
: overseeing the implementation of processes to manage these risks 'md opporlumues
6.  Moniloring the Corporation’s internal control and management mformmlon systems.
7. Momtonng the Corporation’s compliance with applicable legal ¢ 'lncll regulatory requirements,
8 Revlewmo periodically the Corporation’s commumcallons pollcy and monitoring the

i
Corporation’s communications with analysts, investors and the publlc and developing measures
in order 1o facilitate sharcholders’ feedback.

D. With respect to Stock Option Plan |

' 1. Approving grants of stock options pursuant to the Stock Option Plan.

34
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METHOD OF OPERATION
1.

Wit respect to corporate governance matters o

I.

10.

With respect to all other Corporation affairs or activities

I

- - . ! . u .
Overseeing management of the Corporation in a competent manner and in respect of applicable
regulations.

Reviewing, periodically. apprepriate corporate governance structures and procedures, including
decisions requiring approval of the Board.

Adopting and reviewing periodically, the Corporation’s Code of Ethical Conduct governing the
conduct of the Corporation’s directors, officers and employees, land monitoring compliance with
such code.

Approving a policy which enables commillees of the Board tofhire independent advisors at the
expense of the Corporation when the circumstances so require. The Chairman of the Board
should be kept informed of such undertaking. '

Monitoring the size and composition of the Board and its corprﬁiltecs based on qualification.
skills and personal abilitics sought in Board members. Annually approve the composition of the
Board’s committees, nominate the members and its president. Annually review the mandates of
ils committees. S

Approving the list of Board nominees for election by sharcholders,’

Approving the Management Proxy Circular as well as all docﬁmcpts requiring the Board’s
approval. o

Ensuring that the committees act within their mandates. | !
Receiving annually the Chairman’s report on the Board’s asse§sment in regards to its

elfectiveness. i

" Receiving annually an attestation from Board’s Committees confirming that all required elements

included in their mandate and working plan have been covered.

Monitoring and subject to the Beard, approving all decisions in regard to any Corporation affair
or activity that could be submitted to the Board from time to time.

Meetings of the Board are held quarterly, or more frequently, as required. In addition, a special meeting
of the Board is held annually in order to review the Corporation’s strategic plan.

The Chairman of the Board in collaboration with the President and ?hief Executive Officer and the
Secretary determine the agenda for each meeting of the Board. The agenda and the relevant documents

are provided 1o directors of the Corporation ahead of time.

Independent directors may meet before or after each Board meeting or more often if required.
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; ATRIUM

BIOTECHNOLOGIES

; NOTICE OF THE ANNUAL MEETING
OF SHAREHOLDERS

i .

':': F'Cr J.‘

NOTICE IS HEREBY GIVEN that the annual meeting of ’shareho]ders of Atrium

Biotechnologies Inc. (the “Corporation”) will be held at the Ritz-Carltén

11228, Sherbrooke West,

Montreal {Quebec), on Tuesday, May 2, 2006, at 10:30 a.m. (Montreal time) fot the foliowing purposes:

i

1. to receive the audited consolidated financial statements of the Corploration for the financial vear

ended December 31, 2003, together with the auditors’ report thereon;

2. to elect directors;

L

4. . totransact such other business as may properly come before the meeting,

By order of the Board of Directors,

|

Manon Deslauriers
Corporate Secretary

" Quebec City, Quebec, March 10, 2006

!
i
F
b

1
!
i
t
'

i

to appoint auditors and authorize the directors to determine their compensation; and

. Shareholders unable to attend the meeting are requested to complete and sign the enclosed
Jorm of proxy and return it in the stamped envelope provided, To be vahd pmues nuist reach the
office of National Bank Trust Inc., Share Ownership Management, 1100, Umvers:.ry Street, " Floor,
Montreal, Quebec, H3B 2G7, no later than at the close of business on the Iasr buasiness day preceding

the (lt.lf(,’ af the meeting or any adjournment thereof.

l
Atrium Bloreclmologref Inc., 1405 du Parc-Technologique Boulevard, Quebec City, Quebec, GIP 4P5

i
i

*

ElvED

by
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February 9, 2006

SUBJECT : ATRIUM BIOTECHNOLOGIES INC.
ISIN CA04963T1030

To Whom it may concern,
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In accordance with The National Instrument 54-101, we hereby advise you that the General Annual

Meeting date for the above-mentioned company is May 2, 2006.

The record date, for the determination of the shareholders entitled to receive notice of said

Meeting, is fixed on March 10, 2006.

SHARE OWNERSHIP MANAGEMENT
ATRIUM BIOTECHNOLOGIES INC.

Per : (signed ) Sylvie St-Pierre
Authorized Officer
Tel.: 1 (800) 341-1419

1200-1100 rue University
Montréal (Québec)
H3B 2G7




VIA SEDAR

Quebec City, May 3, 2006

To all Securitiecs Commissions or
similar regulatory authorities of
each province of Canada

Re: Atrium Biotechnologies Inc.

Report of Voting Results pursuant to section 11.3 of National Instrument 51-

102

— Continuous Disclosure Obligations (« NI 51-102 »)

Ladies and Gentlemen :

1

Following the annual meeting of shareholders of Atrium Biotechnolog es Inc. held on May 2, 2006
(the “Meeting™), and in accordance with section 11.3 of NI 51-102, we hereby advise you of the

following voting results obtained at the Meeting:

Item Voted Upon

1. Election of Directors

2. Appointment of PricewaterhouseCoopers
LLP as the Corporation’s auditors

Yours truly,
Manon Deslauriers,
Corporate Secretary

1405, bouk. du Pa!c-]tchnologiqué
Québec (Québec) CANADA GIP 4P5

Tei.: (418) 652-1116
Fax: {418) 652-0151

atrium¢@atrium-blo.com
www.atrium-bio.com

Voting Result

The nominees {proposed by management
were clected by a majority of shareholders
on a show of hands.

PncewaterhouseCoopers LLP  were
appointed as the Corporation’s auditors by
a majority of shareholders on a show of
hands. '

HEALTH AND NUTRITION

Division

.o ACTIVE INGREDIENTS
r ) AND SPECIALTY CHEMICALS
heA
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Atrium Biotechnologies had an excellent second quarter with revenues of US$74.3 mlllmn, an
increase of 47.5% when compared to the same quarter & vear carl:er EBITDA increased to
$11.7 million, up 63.7% from last yvear. Net earnings reached US$6.3 million for the quarter, an
increase of 59.2% compared to the same quarter last year. We Lonumlle 1o Lenerate significant
operating cash flows with $7.6 million generated this past quarter.

-y
R :
LIS Hf{"c

Message to Shareholders

These increases are mainly due to the acquisitions of Douglas Lab()mtor:ies in December 2005
and Amisol in May 2006 and to organic growth, The Company obtained|excellent results and was
able to continue its growth because of the better penetration of existing umnmcrs the penetration
of new markets and new product launches. .

'

During the quarter. our main focus was on the continuation of the integration of the recently
acquired Amisol and Douglas Laboratories and focusing on organic g:lowih. The integration of
Douglas Laboratories progressed as per the plan and it is anticipated that the svnergies associated
with the acquisition will continue to be materialized during the next qualncrs. In addition, Atrium
completed the acquis*ition of Amisol in May 2006, whe has been 'marktting, pcrsonal care
products in Canada since 1974, The integration of Amisol within MuiuChem is progressing as
pet our plan. Also, the growth from both divisions is C‘(})CLlLd to Lonunue Ihe efforts o increase
profitability are reflected in the increased gross margin nnptcm.m:.nt of 4:1% in the second
guarter of 2006 over the second quarter of 2005 and EBITDA margin m{,rcasn of 1.3% for the
same period. |

Also, during the quarter, we continued our efforts to realize our strategic acquisition plan which
will reinforce our leadership position and will enable us to support 1!103 organic growth with the
implementation of commercial and operational synergies. Qur revolving credit facility has an
authorized amount 10 US$112 million with the flexibility to increase n up to USS179 million.
This additional capacity will allow Atrium to pursue its acquisition ';lmlu__)v As of June 30, 2006,
only US$88 million was drawn under the existing facility.

As a result, Atrium currently has sufficieni flexibility 1o implcmem an important part of its

growth strategy, which is the reinforcement of its leadership position in lh&, North American and
European markets. ’

Luc Dupont
President and Chief Executive Otficer
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The following (Tmrr/}‘.s‘is provides a review of Atvium Biotechmologies Inc. s (“Atrium Bintechnologies”) resulis of
operations and cash flows for the quarter and the siv-month period eided June 34, 2006 compdred witlt the quarter
and the six-month period ended June 30, 2003 and the financial condition as of June 30. 2006 (‘ompm'ed o
D fwmhur 31, 2005, In this Management's Discussion and Analvsis (" MDQA ), the Cumpmz} “we”, Cus " and

“our” mean Atriven Biotechnologies and its subsidiaries. This discussion should he rem. in confunciion witl the
unaudited inierim consolidated financial starements for the quarter and the six-month p(rmd ended June 30, 216
and with Awium Biorechnologies's 20035 Awiual Report. Additional informaiion refating to Atrium Biotechnologies.
inctuding the latest Annual Information Form, is available on SEDAR ar www sedar.com.

' I

The Compuny is reporting its financial results and financial position in US dolfars Sf:‘l(‘l.’ fiscol 2003, All
amars are in US dollurs unlesy otherwise indicated.

Our wn.su.’!a'u!ed financial statements are reporred in thousands of US dolluvs and hay € fw,n prepared in
accordanse with vr*nemih* aecepted vecownting principles ("GAAP ) in Canada, or € ancrdzan‘(; 4P, e
accasionally refer to non-GAAP financial measures in this MD&A. These non-GA4P fmmrcmi measures de not have
any meaning prescribed by GAAP and are therefore unlikely to be comparable to simitur measures presented by
other issuers. These non-GAAP financial measures are presented in g consisient morvier. These measures consist of
earnings befove interest and tuxes (EBIT or “earnings from operations "), earnings before interest, laxes,
depreciation and amortization (" EBITDA ) and gress margin, EBIT means net enrnifzélrs fesy (i) divideid incone,
interast income and foreign exchange goin; and add (i) interest expense. income tax expense, Joreign exchange loss
aned nan-controliing interesi. EBITIA means the addition af EBIT and depreciaiion and wnortization. Gross margin
meuns sales less cast of govds sold; cost of goods sold does not include depreciation ofiproduciion equipmen. They
are disclosed to provide additional information and should not be considered as o suhm:rh Jor measures of
performdaice prepared in accordance with GAAP,

COMPANY OVERVIEW
Atrium Biotechnologies Ine, i3 a leading developer, manufacturer and marketer of sucm.c hcmd products for the
cosmetics, pharmaccutical, chemical and nutrition industries. We focus primarily on ﬂmmnn ségments of the health
and personal care markets which are benetiting from the trends towards healthy living d‘nd the ageing of the
popualation. Atrium Biotechnologies markets u broad porttolio of active ingredicnts, spc‘cia]t_\,' chemiculs and health
and nutrition finished producis through its highly specialized sales and marketing network in more than 40
countrics, primarily in North America. Europe and Asia.

The Company is organized in two divisions whth are: (i) Active Ingredients & Specially Chemicals: and (i)
Health & Nutrition:

1. ACTIVE INGREDIENTS & SPECIALTY CHEMICALS
This division develops, munufactures and markets over 2.000 value-added active ingreédients and specialty
chemicals tor the cosmetic, plarmaccutical, chemical and nutiition sectors. Our pmlfn]m includes active
ingredients, specially lipids, chemical svnthesis intermediates. functional Lht.mmdlx mnuvatn" additives,
preservatives and exceipients. Qur proprietary active ingredients arc Lommcrudlz/cd through our own sales force
in France snd Canada and through a network of more than 40 speciatized il:lnbuion in .1pprumnmtclv 45 other
countries.

2, HEALTH & NUTRITION FINISHED PRODUCTS
This division develops. manufactures and markets more than 1.30¢ proprictary health and nutvition finished
products. vitamins. minerals and specialized products through a network of more han 40,00 healtheare
professionals in the United States. In addition. some of our producss are offered in more than 25 countries
through a network of more than 45 distributors targeting niche markets.
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FINANCIAL SUMMARY - SECOND QUARTER OF 2006:
~ Revenoes were $374.3 millien for the second quarier of 2006 in comparison with $30.3 miilion in 2603, an increase
ol 47.53%;
- EBITDA increased by 63.7% 10 S11.7 miltion in the second quarter of 2006 compared to $7.1 miilion for the swne
guarter in 2005
- Net carnings reached $6.3 million for the second quarter of 2006 compared 10 $4.0 mitlion in 2003, an increase of
59.2%;
- Cash flows from operating activities before changes in non-cash operating working capital items were $7.6 niillion
for the sevond quarter of 2006 compared to $4.8 million in 2005, un inerease of 39.7%. . |

]\"’OR]A\ I' EVENT DURING THE QUARTER
On May b 2006, the Company acquired. through its subsidiary MultiChem Import B AP ("O(h) Inc.
("MultiChem™). the assets of Amisol Company Ltd. ("Amisol™} lor a total consideration of $7.2 ’ milion, including
all acquisizion-related costs, of which an amount of $3.6 miltion was pd](l cash, $0.3 mlllum wils scerued as
acquisition-related costs and $1.3 million as a balance of purchased price. Arisol has been marketing personal care

products in Canada since 1974.

e el e Sl B e

l'\i I FRIM C ()1\501 H)A | k D RILSUI TS OF OPERATIONS SUMMARY -
{in lh:)usamls of US dollars)  Unaudited .
! ;, . - s Quarters ended Six-month periods ended
‘ ' June 30, June 30, ¢
* : o - - 2006 2005 | 2006 2005 |
| o s s s s
: Revenues S 74.283 50,345 150,292 98.496
{ - .
; Eamixigg from operations (EBIT} e 10,847 6,827 | 21,384 13,193
: Diepreciation and amortization .. 826 302 B KK 570 ¢
! o o . . , . : . i
'EBITDA o ’ ) 11,673 7.129 23,027 13.763
| Net earnings L 6319 3.968 13.211 7.226 .,
Cashi flows from operating actn:"'es bcfau Soeo o oL L
changes in non-cash- opemtmu woir I\mg, 755 L "1‘7$3 15,645 9,903
capital m:ms ‘ o ‘ l . =
[T i i ~ 0 S S PN
INTERIM CONSOLIDATED BALANCE SHEET DATA™ Tasat .
(in thousands'ot US dollars) Unaudited . . : June 30, | December 31, |
' ‘ ' 2006 2005 |
. A $ 5
! Total'assets . E . 307.905 1298247}
‘ ' ' : i
! Long-term liabilities J ] 120,156 ! 124 514 E

Revenues for the quarter ended June 30, 2006 reached $74.3 million compared to $50. % miilion for the same period
in 2003, an increase of 47.3%. For the six-month period ended June 30, 2006, revenues reached $150.3 million
mmparcd {0 $98.5 million for the samc period in 2005, an increase of 32.6%. The mm'a\c came primarily {rom the
acquisition of Douglas Laboratories in December 2005 and Amisol in May 2006, We upu.t continued growth in
revenues in 2006 due to the consolidation of the results of ne \\|v-auqu1rz.(l Douglus | .ahoratorics and Amisel and
organic growth, ‘
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Gross margin am(mnlcd 10 $23.1 million for the quarer ended June 30, 2006, umlpdl’td %0 $13.5 million in the
same pumd in 2003, an increase o $9.6 miltion or 70.6%. For the six-month period entded Jung 30, 2006, pross
nurgin wus $4:.5 million compared (o $26.8 million lor the same period in 2003 lel\,‘lLlllan an increase i

S$17.7 million or £3.9%. This variation is primarily atlributable t0: {8 the gross marein llmmlhe newly-aequired
Douglas Lahoratories und Amisol: and (i) the synergies reudized o the scquisitions of Ei)ouﬂl.\s Laboratories and
Amisol. The gross margin increased (rom 26.9% jo the second quarter of 2005 1o 31 G"‘ % tor the same peried in 2006,
For the six-month p..rlmi ended June 30, 2006, the gross margin was 2%.6% compared ie 27.2% tor the same period
in 2003, Also, the gross margin improved from 28,2% in the fivst quarter of 2006 10 31.0% for the second quarter of
2006, Al these improvemenis came primarily from the higher margins products from the fewly-acquired Douglas

Laboratories. ! i

Qelimg. general and admiaistrative expenses were $HL3 million tor the quarter ended Iun:, 30 2006, un increase
o' $3.0 million aver the $6.3 miltion incurred during the same periad in 2005. For the six month perivd ended
June 30, 2006, these expenses were $21.3 million, an increase of $8.4 million over the %E’ % million incuered
during'the same period in 2003.The increase came primarily from the selling, general and ddmlllhil ative expenses
of i]l\. newly-acquited Douglas Laboratories and Amisol.

!

EBI'I‘D A for the quarter ended June 30, 2006 was $11.7 million compared to $7.1 millioniin 2005, an increase of
63.7%. For the six-month pumd ended June 30, 2006, ERITDA was $23.0 million wrﬁpdlcd 10 $13.8 million in
2005. Most of the increase in 2006 came from the acquisition of Douglas 1aboratorics § in Dcu.mbc 2003, The
EBITRA margin increased from 14.2% in the second quarter of 2803 w 15.7% for the samc p(.rlod in 2006, Also, the
CBITDA margin ingreased from 14.0% in the first six-month period of 2005 10 15.3% for the same period in 2006,
The EBITDA murgin increase came essentially feom the cost reduetion in Douglas i.,clblommru_s and the addition of
Amisol which has higher margins than the average margin of the division. Z |

Depreciation and amertization cxpenses for the quarter ended June 30. 2006 were $0.8 mlihun #n increase of
$0.5 million compared to 50.3 million i 20035, For the six-month peried ended June 30, 70()& depreciation and
amortization expenses were S1.6 million compared to $0.6 million n 2003 This increase is primarily due to the

|
amartization of intangible assets rexulling from the acquigitions of Douglas Laboratorics in December 2003,

1 ! !
l)wldend income and Interest income for the quarter ended June 30, 2006 wtalled $213 million compared to
S0 milfion in20035. For the six-month period ended June 30, 2006, dividend income .1|ml mlm.sl income totalled
$5.0 million compared to $0.1 million in 2003, This increase is almost entirely due to th dwuls_n(l incoms
totalling $2.3 million per quarter in 2006 from the tax loss monetization prograr set up W 1[11 Tierna Zentaris
(refer fo Related Party Transactions section of our 2003 Amnual Repor). We expect to have an increase in
dividend income iu the third guarter since this tax loss monetization was sctup in %v..ptdm?]u 2005. The dividend
tncome should be accounted for as long as the program remains in place. b

H 1
Financial expenses for the quarter ended June 30, 2006 were $4.3 million compared Lo % 5 lmllmn in 2005, For
the six-month period ended June 30, 2006, [inancial expenses were $8.5 million (,Ompan,d to 815 million in 2005,
The increase for the quarter ended June 30, 2000 is due directly from the incresse in dth lizvuls related to the
aequisitions. particularly Douglas Laborstories in December 2003 as well as trom the i[‘llx.t'(.\l expense incureed with
the implementation of the tax |O'n monetization program tor which we accounted $2.3 million of interest cxpense
tor the quarter. For the seeond quarter of 2005. the debt fevel was oftset by the cash received from the PO at the
heginning of April 2003, explaining the interest expense deerease tor that quarter. We L‘xpuct 10 have an increase in
finanéial expenses in 2006 dac to the higher debt fevel since the aequisition of Douglas|] Ash()mlm ies in Decemnber
2003 (lnd also Jue to the tax foss monetization program. ! |
- n
l*i)re;ﬂn exchange loss amounted to $0.2 million in the second quarter of 2006 and $0. I m'lllnm i 2003, For the six-
month’ pci iod t_ndcd Jane 30. 2006 and 2003, the foreign exchange gains were close to nil s '

P
Income tax expense amounied to $2.6 million {or 28.9% of earmings before taxes) for the guarter ended June 36,
2006, compared 1o $2.4 million (or 37.2% of carnings before taxes) during the same pcfiodl lastlyear. For the six-
month.period ended June 30, 2006, income tax expense amoeunted 10 $4.6 mitlion (or 26.0% of carnings before
taxes} compared 1o $4.3 million {or 36.8%% of carnings before taxes} during the same pt:nov.i last year. This
deerease in fax rate is primarily atributable to the tax loss monetization program set upwith £ Aerna Zentaris

1
t
|
1
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. i

(refer to Related Party Vramsactions seetion of our 2003 Anaual Reporty and from our I‘L\\j debt structure related
1o the acquisition of Douglas Laboratories. We expeel to have an income tax rate in the next quarters similar o
that oftthe six-menth period assaming the continuily ot these 1ax loss monetization program 2 and new debt

stroclure, . '

Non-controfling interest of $0.2 million during the first quarter of 20035 wus the non-controfling interest sccounted
for in our French subsidiary, Unipex Finance $.A.K., which was acquired ot the same time as the compiction of our
PO at the beginning of April 2005, We now control (00% of afl of our subsidiarics and will no have 10 aceount for
non-controlling interest in the statement of carnings in the future. i .
P
Net earnings for the guarter ended June 30, 2006 were $6.3 million or 0,21 per share ($0.19 per share on a diluted
basis} compared to $4.0 miltion or $8.14 per share ($0.13 per shure on a diluted basis) in 2005, an increase of
323 million or 39.2%. For the six-month period cnded June 30, 2006, net carnings \\r.r'a. $13.2 million or $0.44 per
share (80,41 per share on a diluted basis) compared w $7.2 million or $0.27 per share (SU 26 per share on 2 difuted
basisyin 2003, an increase of $6.0 million or $2.8%. This increase in net earnings is primarily attribmable w
accretive acquisitions of Douglas Laboratories in December 2003 as well as our :mn.aigd_prmmblht).

The significant increase in the net carnings in 2006 allowed the Company 1o increase fel damings per share and
diluted net carnings per share even thaugh the weighted average number of shares nul-.tandmg increased to

30.1 million (32, 5 million Tor the diluted) for the quarter ended fune 30, 2006 anpaldi td 28.9 million (31.2 miltion
for the diluted) for the same period in 2003, The weighted average number of shares oulst.mdmg, increased to

3001 miltion (32.4 million for the diluted) for the six- momh period ended June 30, ”0()6 compared to 26.4 million
{28.1 million for the diluied) for the same period in 2003, The increase in shares c)ulxldn(lam_ is mainly due to the
issuance of shares for the 1PO completed on April 6, 2003, the acquisition of the minority interest in Unipex, the
issuance of shares in relation to the Douglas Laboratories” acquisition and the exercise '(:I‘opliohs.

|
TOTAL CONSOLIDATED ASSETS AND LONG-TERM LIABILITIES E
Total consolidated assets totalled $307.9 miliion as o June 30, 2006 compared o $298.2 fillion on December 31,
20035, Long-term liubilitics 1otalicd $120.2 mitlian as of June 30, 2006 compared to §124.5 million as of December
31, 2003, This decrease in long-terin liabilitics came primarily from the net |umhunacn:1uu ol $6.5 million of the
long-term debt. Additional information on segment assets is provided in the interim consolidated financial
statements,

I ACT, Wh INGRP DIENTS & SI’L(“IALI\’ ( II[~MI(,.-\LS l)I\‘IQIO\I (“AI&SC”) RESUL'!'S :
(in tlmumnds of US (!nlldrs} Ul'zdlldl{Cd ‘ c ) - I
B 453 Do e <o _‘ Quar_t.ers endcd 4 Y Six-monith periods ;
e o o , R S June 30, T otl cended June 30,
* 3 S , L2006 2005 © 2006 2005 ¢
© 3 S h) $
- ‘ . : i
Revenues 44,599 42 870 o 92,729 83614 ¢
- _ T ) ! ' i

| Edrm‘nnx ttum operations (EBIT) S 3789 3.681 L. 7.656 74151
‘ Dcptuuuon and dmomzdt;un : N o 199 _ 212 421 iRz f
§H;||m 'g I o0 3988 0 3s93 ] T sam 7,797 |

Rcvenues from the Active Ingredients & Spcuali\' Chemicals Division were $44.6 million for the quarter ended
June 30. 2006, representing an increase ol 4.0% over revenues of $42.9 mithion for lh{.]\dmt‘ period in 2005, For the
six-month ermd ended .lum. 30, 2006, revenues were $92.7 million compared to $83. 6 million for the same period
in 2005, an increase of 10.9%. This increase is attributable essentiafly 1 the acquisitio N of MultiChem on January
24, 2005 and w the acquisition of Amisol during the second guarter of 20006,
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EBITDA was $4. G million (or 8.9% of revenues) for the guarter ended June 30, 2006, r;pnxcmmi_ ot increase of
$0.1 million or 2.5% over 20035 EBITDA of $3. 9 million for 9.1% of revenues), For 1hu.' six-month peried ended
June 30, 2006, EBITDA was $8.1 million {or 8.7% of revenues) compared o $7.8 [!‘ll“ll’)n {or 9.3% of revenues) in
2003, an increase of $0.3 mitlion or 3.6%, Eim I BITDA increase is altributable cssuntmllv 10 an increased
contribution fram proprictary products and to the aequisition of Amisol. The EBITDA margm increased from 8.3

in the first guarter of 2006 o 8.99% for the second quarter of 2006,

S S S O O
(Illu\l,lll&i\l]ll{lIl()N DIVISION (¢ II&V") I{l"sUl TS : ; ' E
{in thousands ol US doltars)  Unaudited ) : {

f . _ Lo
o ' cahit Quarters ended o+ Six-month periods {
. BRI _ June 30, 1 lended Junedn, !
I S 2006 2005 | . 2006 . 2005 |
g : - ©$ S N s
. o : : !
Revenues - 29.684 7.475 P 5'{ 563 14,882 i
l".umiﬁgs frar operations (EBIT) : 7058 3.146 j 728 3,780 !
Depreciation and amortization 627 90 o 188 l
{ EBITDA : - ‘ 7685 3236 1 14950 5,968 |

Revenues from the Health & Nutrition Division were 8§29.7 million for the guarter cndui June 38, 2006 compared to
$7.3 million in 2003, an increase of $22.2 million or 297.1%. For the six-monih period lended June 30, 2006,
revenyes were $37.6 million compared to $14.9 million in 2003, an increase of 342.7 million or 286.8%. This
merease came primarily from the acquisition of Douglas Laboratories in Decernber 2003 and from organic growth,

EBITDA was S'?.'i million (or 25.9% of revenues) tor the quarier cnded June 30, 2006 representing an increase of
$:4.3 million or 137.4% over the same period last year where the EBTTDA was $3.2 million (or 43.3% ol
revenues). For the six-month pcnud ended June 30, 2006, EBITDA was $15.0 millton {m 26.0%0 of revenues)
wmpdn,d 10 S() O nniltun (m 40. i Yo ul Tev Lnuuj in Z(JU\_. an murudsc of ‘S‘) §] ml]li()l’l or 130.5%. Mosl oflhn,

org;mu growy Lh. '

LIQUIDITY, CASH FLOWS AND CAPITAL RESOURCES .
Our operations and our capital expenditures are mainly financed through cash flows from Operating sctivities, the
use of our liguiditics, as well as the issuuance of debt and common shares. P

During the Jast quarier of 2003, the Company modified ils revolving eredit facility by inereasing the authorized
amount from $67.2 million (CANS73 million) to $112.0 million (CANbI 25 million) wnh the possihility to increase
this amount up to $179.2 million {CANS200 million) under certain conditions. This u-.(hl facility is a three-vear
term lran and is renewable annually. This facility is bearing interest at variable rates and is secured by a first
hypothee on all assets of the Company and its North American subsidiaries, Morcover,|all 1hc shares held by the
Company in its French subsidiarics have been pledged as collateral seeurity,

As af Junc 30, 2006, our vonsolidated cash and cash equivalents and shorl-term investmenis position was

$19.6 million und our long-term debt amouanted o ST00.0 million. This long-term debt :n(.ludu $87.9 million from
our amended revolving credit facility, leaving approximately $24.1 million available from the current authorized
amount o $112.0 million. The other pnnmn ofour long-term debt represents a subordinated debt of $12.0 million
which is beuring interest at a raie of 7%. Concurrent with the acquisition of Douglas 1. aboratories in December
2003, $30.0 million of borrowings were swapped to a three-vear fixed rate.

"The Company believes that these liquidities, combined with our revolving credit facility and the cash low [rom
operations, will be adeguate to meet operating cash regoirements in a loresceable future. However. possible
additional acquisitions of complementary businesses or products may require additional fihancing.

'
‘
‘
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OPERATING ACTIVITIES
Cash flows gencrated by our operations were $13.3 million for the quarter ended June 30, "(JU() compared 10

£4.53 million in 2003, This cash flows increase is primarily dug (o the decrease ()fduu.ulplﬁ receivable relaied 1o
speciltie transactions tining. Cash fow [rom operating activities before changes in non- Fd‘-h operating working
cupitsl items were $7.6 million for the sceond quarter of 2006 compared 1o %4 8 Imn in: 2003, an increase ul’

59.7%. Uhis cash lows incresse comes from existing operations and from m\\lv-du]mr‘ui Douglas Laboratories.

© Cash flows gencrated by our l]Pl.ldll(Jﬂ\ in 2006 are expected 1o increase due w the € nm]mm, 's operations and the

Douglus Laboratories acquisition. '

FINANCING ACTIVITIES
Far the quarter ended June 3, 2006, cash Hows used tor financing activitics were used Im a debt reimbursement of
$0.9 million offset by cash reccived by the exereise of options und from a debt increaselfof the acquisition of Amisol,
During the same quarter 0f 2003, the deerease in cash flows from financing activities m,unl\' came from the balance
of purchased price paid for the acquisition of MuliChem and from the net amount of m‘:h Tows generated from the
1O andd from the reimbursement of the leng-term debt. For the six-inonth period Lnduil June 340, 2006, cash flows
used for fnanging activities were used for a debt reimbursement of $8.2 million offset b\ cash reccived by the
exercise ol options and from a debt increase for the acquisition of Amised. During the siime periad of 2003, net cash
flows from financing came from the increase in the net long-1erm debt level which w '1\'u%d f()r the acquisition of
MultiChen in January 2005, Lo

INVESTING ACTIVITIES !

The decrease of cash flows from investing activities were $5.6 million for the quarter cndut June 30, 2006 and were
used principatly tor the acquisition of Amisol. During the six-month period ended June| 30, 2()0_6 this cash flows
decrease was offset by the proceeds from the sales of short-term investments. During the saine period in 2003, cash
{Tows from investing activities were used to acquired MultiChem in Janoary 2003,

There has been no significant change in Contractual obligations and commercial commitments facing Atriun
Biotechnologies as described in the Company’s 2003 annual MD&A.

OQUTSTANDING SHARE DATA
As of August 10. 2006, there were 16,124,947 subordinate voting shares issued and nul.smnthm_ and 14,000,000
multiple voting shares issued and mllsl(mdma These multiple voting shares are 100% 0\\ ned b\' Flerna Zentaris
and will be converted into suberdinate voting share on a one-for-one basis at the latest 5 years after April 6. 2005,
dute of the closing of our IPO. As of August 10, 2006, there were 3.067.000 stock optitin.ﬁ: vutstanding,

QUARTERLY SUMMARY FINANCIAL INFORMATION
{(tubutar amounts in thousands ol US DOLLARS, except per share datay

g g — P P M

" Unaudited ' . Quarters ended, N 3

; ’ June 30, 2000 March 31,2006 December 31,2003 l September 30, 2005

ooy : s S 's S|

?I Revenues 74.283 76.009 - 58.1358 S 44,009

! A"!&SC : 44,599 48.130 47385 37,007

f HE&EN 7 29,684 27,879 I().i‘)Tff 7.002

b , ;o

. EBITDA . 11,673, 11,354 . 5,83(} 5.626

booAl&SC _ 3988 4.089 . .2,1549. ‘ 2.833

kN C L aes 7.265 3,ijsv S & X

| Net' !_mnm"s 3 s 6,319 S %L g . 37999 T “3.083
EPS basic S T/ e IR P | % 3 | 0.4 : 0.11 .-

le(Iuluud - ST (X R . LAz 0.10

P S, - s S ———




ATRIUM MD&A -:- Sceond quarter 2006

QUARTERLY SUMMARY FINANCIAL INFORMATTON (continued)
(tabukar amounts in thousands of US DOLLARS, cxcept per share data)

The significant items explaining the important variation of the above quarterly resuhis v

.- B — e e —_,_,--Aww R B __-_...__._.]

" Unaudited Quarters ended. P ,

; June 30, 2005 . March 31, 2005 Deceinber 312004 @ September 30, 2004 !

e : s o s s s

i Revenues 50,345 - LR IS 33473 31398

PooOAISC 42,870 40,744 279719 - 24,439,

i H&N 7475 ‘ 7.407 7. 49 l : 6939

- . | |

i . !

I EBRITDA 7.129 6.636 5__{]97 5195 |
Al&SC ’ 3,893 3,904 2.258 2302 .
&N o 3.236 2,732 24939 2693 |

A : L %

Net Earnings S 3.968 - - 3238 2251 2122 |

EPS basic Selee e B R E 0.10 n.09 !

EPS iluted | 03 o 009 009 |

| |

(i)P..r ..h::re data is celenlated mdupmdmtl\ for euch of the quarters presentad Thersfore, the sum of this quarterly information may ncl equal the corresponding snoial i
L. miormation, . —_— J I, E—

vere th. imporiant

acquisitions made during the {ast 8 quarters: Douvglas Laboratories in December 2003 4 in the FE&N Division und

MultiChem in January 2005 and Amiso! in May 2006 in the AI&SC Division.

RELATED PARTY TRANSACTIONS

. t
t
t

There were no other related party transactions than those presented and describe in note 18 of the 2005 annaual
consolidated Anancial statermenis and for which we present an updawe in note 6 of our unaudited interim consolidated

financial statentents for the second quarter of 2006.

OFF-BALANCE SHEET ARRANGLEMENTS

There were no other off-halance sheet arrangements than the one presemed and (h.suil)lul innote 18 ol'the
2005 annual consolidated financisl statements and related fo the tax Joss moenetization ]Jm"iam' As ot June

30, 2006, we did not have interests in any variable interest entities,

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

There has been no significant change in Atriwm Biotechnologies™ accoumniing puhucs and cstimuies since December

31, 2003, Please refer w the corresponding section in our 2005 Annval choﬂ for a cot
eritical accounting policies and estimates.

New necounting standard

nplete deseription of our

i

In fanuary 2003, the CICA issued four new accounting standards in relation with finantial instruments: section

3835 "Financial Instruments - Recognition and Measurement”, section 3863 "Hedges'
*Comprehensive Income” and section 3251 "Equity”.

| section 1530

Scetions 38535, 3863 and 1330 apply 1o fiscal years beginning on or after October 1, 2(106 and we will adopt them
on January 1. 2007. The Company is currently assessing the cftects of these new standards on j1s conselidated

financial statements,
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ATRIUM MD&A -~ Second guarter 2006

! '
. o
FINANCIAL AND OTHER INSTRUMENTS ' '
Foreign Curréncy Risk i
Since the Compuny operates on an international scale, it is exposed to currency risks as a luull ol potential exchange
rate uchiaiions. For the quarter ended June 36, 2006, there were no significant opuau‘ona u'~1n== lorward exchange
contracts and ;{u sigpilicant forward exchange contract is outstanding as of today. ! i

F

Credit Risk
Generally, the Company does oot require collateral of other security from customers for rade accounts receivable:
however. credit is extended lollowing an evaluation of ereditworthiness. In addition. th'u Campany performs on-
going credit reviews of all its customers wnd establishes an allowance for doubtfu! accounts whin accounts are
detennined to be uncollectible.

‘

Interest Rate Risk ;

We are exposed to market risk from changes in inierest rates relating 1o our revolving credit facility. To manage this |
risk, the Cump'an\' uses inlerest rue swaps. The Company formally documents and designates Sach derivative
financial insirument as 4 hedge of its eredit fucility. The Compuny Jetermines that le..ll\dl]\(., lnunual instruments

ure Lﬂuinc hedgus. |

The ( ompany uses intercst rate swaps as part of its program for managing the (.umbman{m of fixed and variable
interest rates of its debt and the corresponding aggregate cost of borrowing. Interest ld!L swaps involve an exchange
nfmkrcat pavinems without an exchange of principal underlying the interest pay mcmﬁ Ihu' are uecounted for as an
adijustinent of accrued interest expense on the debt instruinents. The corresponding dmoum tu be paid o
counterpartics or to be received from counterparties is accounted for as an adjustment o dLLﬂILd infercst.

I the case of an carly termination of one of the interest swap agreements or ifthe hLdLC c'cwzcx" to be effective prior
to maturity, any realived and unreatized gains or losses would be recorded on the bat dnLL s!u:c jand amortized to
consotidated darnings over the remaining teem of the related hedged debt. Tn the event nl (,"lTl\' cxlmg,mshmuu of the
debt, any realized or unrealized guins or lasses related 10 the swap woukd be ruu)}__mfu% infthe consolidated carnings
at the lime of the extinguishment of the debi. '

have only $37.9 million of long-term debt which bears interest at floating rates.

1
‘ !
In December 2003, $50.0 milkion of borrowings were swappaed to a three-vear fixed rate, \'.s at June 30, 2006, we
i
t

RISK FA CTORS AND UNCERTAINTIES

+

There has been no significant change in the risk factors and uncertaintics facing Aurium ]3ll)lucimolus_|u; as described
in the Company’s 2005 annual MD&A.

i
. ' !
. . ]
(,I()i\'l‘-iNU(‘).US BISCLOSURE i !
|

The (,nm;mn\ sa reporting issuer under the sceurities legislation of all of the provinces of Canuda and it is,
therefore, required to file continuous disclosure docements such as interim and annual hn.mual slateihents, a proxy
circubar. an annual information form, material change reports and press releases with smh \u_unuu regulatory
authoritics. Loph.s of these documents may be obtained free of charge on request from the'office of lhc Seeretary of
the © ompdnv or through the Inteenet at the following addresses: www.atrium-bio.com led|\\ W \r.sgdar.wm.




Forward-Looking Statements

This repore comtains certuin forward-looking statements with respect to the Company. tlheec forward-looking
staternents. by their nature, necessarily involve risks and uncertainties that could canse auual results to differ
materially from those contemplated by these forward-looking statements. We consider the assumptions on which

ATRIUM MD&A --- Second quarter 20006

+

J

these forward-fooking statenients sre based to be reasonable, but caution the reader that these assumptions regarding

future events, many of which are bevond our control. may uliimately prove 1o be incorreet since they are subject 1o
risks and uncenaintics that affect us, The informution contined herein is dated a5 ofz\hglgsl 1. 2006, date of the
Board’s approval {or the MD&A and the Consolidated Financial Stateiments. The Cmnbun_\‘ disclaims any irdeniion
or abligation to update or revise any forward-locking staternents, whether ag a result of new information, fuure

events or otherwise, other than as required by law.
On behalf of management.

Vice President. Finance and Chict Financiak Officer

John Dempsey

August 10, 2006
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interim Consolidated Financial Statements

(expressed in thousands of US DOLLARS)

For the periods ended June 30, 2006 and 2005




Atrium Biotechnologies Inc.

Interirh Consolidated Balance Sheets

(expressed in thousands of US DOLLARS)

As at June 30, As at December 31,
Unaudited 2006 2005
$ $
Assets
Current assets
Cash and cash equivalents 19,634 14,886
Short-term investments - 2,958
Accounts receivable 53,793 55,831
Income taxes recoverable 4,358 1,852
Inventory 30,334 31,758
Prepaid expenses 1,343 1,313
Future income tax assets 608 555
110,070 109,253
Long—ten"'n investment, at cost 1,187 1,139
Property, plant and equipment 5477 5,809
Deferred charges 1,474 1,695
Intangible assets 72,186 68,027
Goodwill (note 4) 114,277 109,035
Future income tax assets 3,234 3,289
307,905 298,247
Liabilities
Current liabilities
Accounts pavable and accrued liabilities 38,932 48,142
Income taxes 3,561 936
Balance of purchase price payable (note 3) 1,292 -
Deferred revenues 378 174
Current portion of long-term debt 26 70
44,189 49,322
Long-term debt 99,955 105,878
Employee future benefits 221 205
Future income tax labilities 195,980 , 18,431
: 164,345 | | 173,836
Shareholders' Equity '
Share capital (note 5) 79,217 78,985
Contributed surplus 1,641 ‘ 1,497
Retainec;t earnings 51,807 38,596
Cumulative translation adjustment 10,895 5,333
143,560 | 124,411
307,905 | ! 298,247

The accompanying notes are an integral part of these interim consolidated financial statements.

Approved by the Board of Directors,

Luc Dupoent, Director

Gérard Limoges, Director



Atrium Biotechnologies Inc.

. Interim Consolidated Statements of Retained Earnings
(expressed in thousands of US DOLLARS)
Six‘months ended June 30,

. m
Linandited 20086 2005

$ $
Balance - Beginning of period 38,596 _ 24,288
Net earnings for the period 13211 7,226
Balance - End of period 51,807 31,514

Interim Consolidated Statements of Contributed Surplus
{expressed in thousands of US DOLLARS) -
Six| months ended June 30,

Unaudited 2008 2005
$ $
}
Balance - Beginning of period 1,497 905
Stock-based compensation costs 144 314
Exercise of stock options Lo { 24)
. Balance - End of period 1,641 1,195

The accompanying notes are an integral part of these interim consolidated financial statements.

i
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Atrium Biotéchnologies Inc.

Interim Consolidated Statements of Earnings

(expr'essed in thousands of US DOLLARS, except share and per share data)

Quarters ended June 30,

Six months ended June 30,

Unandited 2006 2005 2006 2005
: $ $ E $ 5
[ |
Revenues 74,283 50,345 150,292 98,496
Operating expenses
Cost of sales 51,225 36,826 ' 105,781 71,662
Selling and administrative 11,259 6,308 | ; 21,252 12,869
Research and development costs 126 138 | ! 258 285
Research and developn;ent tax credits, grants and other revenues - { 58} i I { 26) { 85)
Depreciation and amortization | )
Frqpcrty, plant and equipement 383 119 : ! 762 248
Intangible asscts ‘ 443 183 b 881 322
. 53,436 43518 | ' © 128,908 85,301
Earnings from operations 10,847 6,827 | 21,384 13.195
Other revenues (expen%es)
Dividend income , 2,350 - : 4,608 -
Interest income ‘ 173 C I 365 148
Financial expenses oo
Interest on long, ternl{ﬁebt { 4,278) { 391) i '} [ 8219) ( 1,144)
Other : ( 38) { 76) I (203 { 399)
Foreign exchange gain (loss) { 169) { 111) B ! 2 5
g { 1.962) (509 | ' ' (3537 ( 1.390)
. Earnings before the fellowing items 8,885 6,318 | 17,847 11,805
Income tax expense ' |
Current 2,238 2,204 1 \ 4,224 3,640
Future 328 146 : 412 699
, 2,566 2,350 | i : 4,636 4,339
3 ) 6,319 3,968 \ i 13,211 7466
Non‘-contlrolling interest ‘ - - ! i - 240
Net earnings for the period 5.319 agee | | 13214 7.226
: ;
Net earnings per share v
Basic 0.21 0.14 0.44 0.27
Diluted 0.19 0.13 0.41 0.26
Weighted average number of shares outstanding (000's}
Basic ‘ 30,113 28,945 30,076 26,365
Diluted 32,487 31,153 | 32,449 28,084

The accompanying notes are an integral part of these interim consolidated financial statements.

i
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Atrium Biotechnologies Inc. :
i L
. Interim Consolidated Statements of Cash Flows :
{expressed in thousands of US DOLLARS)
‘ Quarters ended June 30, . Six months ended June 30,
Unandited . 2006 2008 | 2006 2005
[ $ 's $ $
Cash flows from operating acltivities s
Net'earnings for the period | 6,319 3.968 . 13.211 7.226
Items not affecting cash and cash equivalents | '
D;epreciation anct amortization 826 3(|)2 ‘ 1,643 570
Deferred charges iy 149 61 | 289 370
Deferred revenues ': ( 154) { I?) : 190 362
Stock-based compeﬁsation costs 79 156 ! 144 314
Foreign exchange lfsss {gain) on long-term items denominated in : :
foreign currency | 47 129 { 244) 122
Future income laxesj' ) ‘ 328 lt:ls ' 412 699
Non-controlling interest - - - 240
Change in non-cash operating, working capital items .
Accounts receivable 10,886 251 7,008 { 2,766)
Inventory ‘ { 254) { 89) | 3,008 ( 636)
Prépaid expenses ‘ 510 2;18 ) 36 { 70}
Accounts payable and accru“ed liabilities { 3,603 { 903) : ( 10.574) 1,942
Income taxes : ' 184 | 276 ! 326 43
‘ ' 15,317 4,538 15,639 8,416
T
Cash flows from financing activities ‘ | !

. Increase in long-term debt . . 1,755 1|24 i 1,771 51,389
Payments on long-term debt. { 6.920) ( 3|B,2?5) | { 8.247) { 72,208)
Payments on balancesf of purchase price - " I2,187") i - { 3.123)
Issuance of shares, net of share issue expenses a7 38,416 232 37,850

: ' { 5.078) { 1.942) ! { 6,244) 13,910

T

Cash flows from investing activities E i
Proceeds from the sale of short-term investments 1,457 L 3,193 2,072
Purchase of a iong—telfln investment ’ - { 491) - { 401
Business acquisilion's,f net of cash and cash equivalents acquired { 6,884) |( 95) { 8,009 ( 18,360)
Purchase of property, plant and equipment { 127) { 252) . { 303) { 284)
Acquisition of amortizable intangible assets * (D | (13 { 22) { 61)
( 5.583) ( 741) { 5,141) { 17.034)
Increase in cash and cash equivalent 4,676 i1 .8:55 | 4,154 5,292

1
Effect of exchange r:l;tc changes on cash and cash equivalents 493 { 8:1 5) : 594 { 1.344)
Cash and cash equivalents - Beginning of period 14,465 1t3,0"1’8 , 14,886 10,170
Cash and cash equiv'élents - End of period 19,634 114.1:13 ! 19,634 14,118

1

Additional informat'ion ||
Interest paid . 4,143 a3 | 10,349 1,257
Incbme taxes paid : 2,095 11.8'7‘7 I 3,905 3,516

The accompanying nofes are an integral part of these interim conselidated financial statements. Pt
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Notes to Interim Consolidated Financial Statements
For the periods ended June 30, 2006 and 2005

{tabular amounts in thousands of US DOLLARS, except share and per share data and as otherwise noted)

|

|

Atrium Bi;otec'hnologies Inc. _ l
i - . . i

|

i

j

Urraradited ' .
; -

|
|
|
I
|
|
|

!

Basis of presentation |
These interim financial statements as at June 30, 2006 and for the periods ended June 30, 2006 and 2005,|are unaud:ted They have been prepared
by the Company ifi accordance with Canadian generally accepted accounting principles ("GAAP") for ulﬂeruln financial information. In the
opinion of management all adjustments necessary to present fairly the financial position, resuits of operatlon‘? and cash flows for these periods
‘have been included.

a’: !
The accounting pO]l(‘lES and methods of computation adopted in these financial statements are the same as t'hose used in the preparation of the
Compan) s most recent annual consolidated financial statements. All disclosures required for annulal fm.'mcml statements have not been included
in these financial statements. These canselidated financial statements should be read in conjunction with the Company's most recent annual

consolidated financial statéments. These interim results of operations are not necessarily indicative of the results for the full year.

|
: i
New accounting standards

In January 2005, the CICA 1ssued four new accounting standards in relation with financial mstrumelnts section 3855 "Financial Instruments -
Recognition and Medsurement" section 3865 "Hedges", section 1530 "Comprehensive Income" and section 32:)1 "Equity". Sections 3855, 3865 and
]530 apply to fiscal years begmm.ng on or after October 1, 2006 and we will adopt them on January ] 2007. The Company is currently assessing
the effects of theae new standards on ils consohdated financial statements.

+ '
: t

Business acquisiﬁon K E
L i !

1On May 1, 2006, the Company acquired, through its subsidiary MultiChem Import Export (2005) [nF ("Muthhem") the assets of Amisol
Company Ltd. ("Anusol") for a total consideration of $7,169,000 (CAN$7,935,000), including all acqulslhor\-related costs, of which an amount of
' 95,562,000 {CANS6,156 000) was paid cash, $304,000 (CANS336,000) was accrued as acqulslhen—relatecl costs and $1,303,000 {(CAN$1,442,000) as

. a balance of purchaso prlce Amisol has been marketing persenal care products in Canada since 1974,

This acquisition has been accounted for using the purchase method and the results of operations have bcen Included in the statement of
earnmgs from the date of acquisition. The total consideration was allocated based on managementls prehmmary assesment as to the estimated
fair value at the acquisition date. This preliminary assesment is subject to change upon receipt of an mdependant valuation report and the final

determination of the fair Value of the assets acquired and liabilities assumed. I
The allocated valdes of thg net assets acquired are as follows: |
*Assets !
_ Current assets . I 2,947
* Property, plant and equ%f)ment ) ' 74
- Intangible assets ' 1,000
- ~ |
. | i | 4,018
‘Liabilities
. Current liabilities B ) 1,093
Net identifiable assets acquired : 2,925
Goodwill i . ! 4,244
‘Purchase price . ) I 7,169
'Less : Balance of purchasc price | 1,303
Acqmsmon ¢osts unpaid l 304
: . - 5,562

‘Goodwill and mta:ngib]e é_:;ssets are included in the Active Ingredients & Specialty Chemicals 5egme:|1t and are deductible for income tax
purposes. '

1
1
'
i
1
'
[



' Atrium Biotechnologies Inc. | Lo

Notes to Interim Consolidated Financial Statements

For the periods ended June 30, 2006 and 2005 !
{tabular amounts in thousands of US DOLLARS, cxcept 9hare and per share data and as otherwise noted)

Unadited

4 Goodwill
The change in the carrying value is as follows : .
Active Ingredlents : Health &

& Specialty Chemicals Nutrition Total

$ ] $

Balance as at December 31, 2004 40,393 l 21,285 61,678
Acquisitions 1o,c|)7a‘ : 42,155 52,229
Adjustments (a) (149) ' 48 (N
Impact of foreign exchange rate { 4915 a4 ( 4871
Balance as at December 31, 2005 45,.|’>03| 63,532 109,035
Acquisitions - 4,244‘ i - 4244
Adjustments (aj 1214 { 3430) { 2,218)
Impact of foreign exchange rate 3,158 56 3,214
Balance as at June 30, 2006 54.119 60,158 114277

{a) Adjustments consist of changes to the estimated fair value of assets acquired and liabilities assumed, contingent payments, additional
acquisition-related'costs and reversal of accounts payable and accrued liabilities related to acquisilio’m In the Health & Nutrition Division, an
. adjustment was recorded for $3,549,000 in 2006 according to the final determination of the fair value'of the assets acquired and liabilities assumed
of HVL Parent Incorporated ("Douglas Laboratories”). This adjustment has been essentially applied zlxgmnst intangible assets and future income tax
liabilities. In the Active Ingredients & Specialty Chemicals Division, a contingent payment in the amount of 51,132,000 (CANS$1,322,000) for the
acquisition of MultiChem was recorded and paid in 2006.

5 Share capital
Authorized : !

Unlimited number of shares of the following classes :

Multiple voting shares, voting and participating, bearmg two votes per share, convertible at the option of the holder into subordinate voting
shares on a one-for-one basis

Suberdinate voting shares, voting and participating, one vote per share

Issued
As at June 30, 2008 As at December 31, 2005
Number Amount Number Amount
: s $
Multiple voting shares '
Balance - Beginning and end of period 14,000,000 7,656 14,000,000 7,656
Subordinate voting shares
Balance - Beginning of'period 15,997,447 71,329 9,784,664 16,187
Issued pursuant to the initial public offering - - 4,166,667 40,920
Issued for the acquisition of non—controlling interest - - 741,584 7,283
Issued as part of the acquisition of Douglas Laboratories - - 917,632 8,632
Issued pursuant to the stock option plan 119,500 232 387.000 834
Share issue expenses, net of related income taxes - - - ( 2,640)
Stock-based compensation costs - . - &3
. Balance - End of period 16,116,947 71,561 15,997,447 71,329
Total share capiilal 30,116,947 79,517_ 29,997,447 78,985
7




Atrium Biotechnologies Inc.

Notes to Interim Consolidated Financial Statements
For the periods ended June 30, 2006 and 20065

(tabular amounts in thousands of US DPOLLARS, except share and per share data and as otherwise noted)

Unaudited

Related party transactions {refer to note 18 of 2005 annual financial statements)
Quarters ended

Six months ended

June 30, | June 30,
2006 2005 2006 2005
: $ $ $ $
Purchases of raw materials and subcontracting 8z 35’ 128 134
Administration fees as 27 75 62
Dividend income 2,350 - 4,608 -
Interest expenses 2,335 - 4,577 26
Expenses reimbursed related to a technology acquired 256 320 527 200
Subcontracting revenues 1 174" 25 200
Segment information
The following tables present information by segment :
Quarters ended June 30,
2006 2005
Active Active

Ingredients Ingree.lierjts

& Specialty Health & & Spelcialty Health &

Chemicals Nutrition Total Chemicals Nutrition Total

$ $ $ l $ $ $

. |
Revenues 44,599 29,684 74,283 42,870 7.475 50,345
Earnings from
operations 3,789 7.058 10,847 3,681 3,146 6,827
Depreciation and |
amortization 199 627 826 212 g0 302
Capital expenditures 30 106 136 1‘66: 179 245




Atrium Biotechnologies

Inc. -

Notes to Interim Consolidated Financial Statements
For the periods ended June 30, 2006 and 2005

. (tabular amounts in th_ousfl:nds of US DOLLARS, except share and per share data and as otherwise

note

: d)

Unardited
i
Six months ended June 30 t
2006 | i 2005
Active Active
tngredients Ingre(liieqls
& Specialty Health & & Speicialty Health &
Chemicals Nutrition Total CheTicéls Nutrition Total
s s $ S $ $
, , |
Revenues 92,729 57,563 150,282 83.614{ : | 14,882 98,496
| \
Earnings from i . \ | '
operations ¢ 7,656 13,728 21,384 7.415 ' 5,780 13,185
. : !
Depreciation and | | |
amortization i 421 £ 1,222 1,643 g2’ 188 570
. . ! |9 '
Capital expenditures 70 255 325 152, 193 345
‘ |
' )
As at June 30, 2006 I As at December 31, 2005
. [ |
Segment assets ‘ 133,590 163,859 297 449 120,789, 164,097 284,886
. I

Unallocated assets amount to $10,456,000 as at June 30, 2006 and $13,361,000 as at December 31, 200
equivalents, accounts receivables, income taxes recoverable, investment, at cost and future income tax assets,

|
1
1

i

I

5 and consist mainly of cash and cash
o
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I, Luc Dﬁpont President and Chief Executive Officer, certify that;

1. | have reviewed the interim filings (as this term is defined in Multtlateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of Atnum Biotechnologies In¢., (the
issuer) for the interim period ending June 30, 2006;

2. Based on my knowledge, the interim filings do not contain any untrue

statement of a material fact or

omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect 1o the period covered

by the interim filings; and

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all matenial respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the periods presented in the

interim filings.

4, The issuer's other certifying officers and | are responsible for

establlshmg and maintaining

disclosure contrals and procedures for the issuer, and we have desngned such disclosure controls
and procedures, or caused them to be designed under our super\ns:on to provide reasonable
assurance that material information relating to the issuer, including |ts consolidated subsidiaries, is
made known to us by others within those entities, particularly during ihe period in which the annual

filings are being prepared.

August 10, 2006

i &7

{.uc Dupont

President and Chief Executive Officer

i '
i
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I, John Dempsey, Vice President, Finance and Chief Financial Officer, certify that: -
‘ |
1. | have reviewed the interim filings (as this term is defined in Multllateral Instrument 52-109
Certification of Disclosure in Issuers' Annual and Interim Filings) of Atrrum Blotechnoiogles Inc. (the
issuer) for the interim period ending June 30, 2006;

~ 2. Based on my knowledge, the interim filings do not contain any untrue statement of a material fact or
omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with re;:pect to the period covered
by the interim filings; and :

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the periods presented in the
interim filings.

4. The issuers other certifying officers and | are responsible for estabhshmg and maintaining
disclosure controls and procedures for the issuer, and we have desugned such disclosure controls
and procedures, or caused them to be designed under our superwsmn to provide reasonable
assurance that material information relating to the issuer, including |ts consolidated subsidiaries, is
made known to us by others within those entities, particularly during the iperiod in which the annual
filings are being prepared.

August 10, 2006

{

ohn Dempsey
Vice President, Finance
and Chief Financial Officer
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Message to Shareholders

Atrium Biotechnologies had an excellent first quarter with revenues | fof US$76O million, an
increase of 58% when compared to the same quarter a year earlller Net earnings reached
US$6.9 mtlhon for the quarter, an increase of 112% compared to the same quarter last year.

This i mcredse is mainly due to the acquisition of Douglas Laboratories in December 2005 and to
organic growth in both of our divisions. The Company obtained excellent results and was able to
continue. its growth because of the better penetration of existing customers the penetration of
new markets and new product launches.

During the quarter, our main focus was on the integration of the reeentlly acquired Douglas
Laboratories and focusing on organic growth. The quarter ended March 31, 2006, was the first
time that all the operating entities were included for a full quarter and therefore the results of the
first quarter 2006 reflect the full financial picture of Atrium Blotechnolog1es All of the
operating units, as well as Douglas Laboratories acquired in December 2005, contributed
positively to the first quarter 2006 results. The integration of Douglas Laboratories progressed as -
per the plan and it is anticipated that the synergies associated with the acquisition will continue to
be materialized during the next quarters. Also, the growth from both divisions is expected to
continue. The efforts to increase profitability are reflected in the mlcreased gross margin and
EBITDA margin. : 5

Also, during the first quarter, we continued our efforts to realize our strategic acquisition plan
which will reinforce our leadership position and will enable us to supportEthe jorganic growth with
the implementation of commercial and operational synergies. Our revolvmg credit facility has an
authorized amount to US$107 million with the flexibility to increase |t up to US$171 miilion,
This addlttonal capacity will allow Atrium to pursue its acquisition strategy As of March 31,

. 2006, only US$93 million was drawn under the existing facility. b

As a result, Atrium currently has sufficient flexibility to implement an 1mp0rtant part of its
growth strategy, which is the reinforcement of its position in the North Amerlean and European
markets.. i
i

Luc Dupont
President and Chief Executive Officer
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The following analysis provides a review of Awinm Biotechnologies Ine s (" dtrinnt Biotechnologies ") results of
operations and cash flows for the quarter ended March 31, 2006 compeared with the (}nar&,r ended March 31. 2003
and the financial ondition as at March 31, 2006 wmpandln I)ccf’mhw 31 z()(b I thr\ A [wrag,emcnf 5
Discussion aid . fnuh sis (“MD&A ) the ~Company™, "“we”, “us”, and “our” me e fmum Biviechnologies and
its subsidigries. This discussion \h(m!d be read in confusnc rmn with the wiadited fnerim consolidated financiaf
statemenis for the quarier ended March 31, 2006 and with Arrinm Biotechnologies's |,{){)3 Al Report
Additionad information relating fo divium Biotechnologies. including the lotest Annudl Intormation Form. is
available on SEDAR ar yeww. sedar, coin. i
!

The Company is reporting its financial resudts and financial position in US dollars \mce JSiscal 2005. -
amounts are in US dollars unless otherwise indicated. '

S | t
Our consalidated financial statements are reported in thousands of US dollars and have, been prepared in
qecordance with generally aecepred acconnting principles ("GAAP ) in Canada, {J!’I( unau’rfm GAAP. We
occasionally refer to non-GAAP financial measures in this MDd&A, These non-G4.4 P finane ial measures do not ave
any meaning prescribed by GAAP and are iherefore unlikelv to be comparable to smn.’m ineasires preseited by
other issuers. These non-GAAP financial Ineasures are presented in a consistent manner. These measures consist of
earningy before interest and faxes (CEBIT or “eqrnings from operations”), ewn.'ngl:a hqfo; & inferest, faves,
depreciation and anortizenion (" EBITDA ") and gross margin, EBIT means net earnings ,re.;?- (i} dividend income
and interest inconie; and add (i} interest expense. income tax expense, foreign e*xchfmgn_ !:m won-controfling
interest and loys on dilwrion of investment. LBITDA imeuns the addition of EBIT and dc’pr eeiddion and amortization.
Gross margin means sales less cost of goods sold: cost of goods svid does not inclnde depreéiation of production
equipment. They are disclosed ie provide additional information and should not be considered as a substinue for
measures of perforinunce prepared in accordance with GoALAP. E '

o

COMPANY OVE RV (EW b
Atrium Biotechnologies Inc. is a leading developer, manufacturer and marketer of “%CILI]LL %ﬂud products for the
cosmetics, pharmaceutical, chemical and nutrition industries, We focus primarily on Lrolv.mu seaments of the health
and personal care markets which are benefiting from the trends towards healthy fiving 'u}d the ageing of the
population. Atrium Biotechnologies markets a broad portfolio of active ingredients, speualt\ chemicals and health
and nutrition finished products through its highly specialized sales and marketing network in' more than 40
countries, primarily in North America, Europe and Asia, .

The Company is organized in iwo divisions which are: (i} Active Ingredients & Speciatty Chemicals; and {ii)
Health & Nutrition: i i

LACTIVE INGREDIENTS & SPECIALTY CHEMICALS I !

This division develops, manufactures and markets over 1,500 value-added ac,tlvc mgr(.d;cnts and specialty
chemicals for the cosmetic, pharmaceutical, chemical an{i nutrition sectors. Our ponfollo includes active
ingredients, specialey lipids. chemical synthesis intermediates, functional thmn.dls innpvative additives,
preservatives and excipients. Our proprietary active ingredients are commercialized through our own sales force
m France and Canada and through a network of more than 35 specialized distri blitors in approximately 40 other

countries. !
!

2. HEALTH & NUTRITION FINISHED PRODUCTS ! '
This division develops, manufactures and markets more than 1.300 proprictary hmlsh and nutrition finished
products. vitamins, minerals and specialized products through a network of m(m, than 40 000 healthcare
professionals in the United States. In addition, some of our preducts are offered in morc.lhdn 25 countries

through a network of more than 45 disiributors targeting niche markets. i
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FINANCIAL SUMMARY ~ FIRST QUA RTER OF 2006: :

- Revenues were $76.0 mitllion for the first gquarter of 2006 in comparison with $48.2 million in 2003, an increase of
57.9%: .

- EBITDA increased by 711% to $11.4 million in the first quarter o 2006 compared 10 $6.6 million for the same
quarter in 2003; '

- Net earnings reached $6.9 million for the first quarter of 2006 compared to $3.3 million in 2003, an increase of
I11.5%;]

- Cash flow from operating activities before changes in non-cash operating working capital items were $8.1 million
for the first quarler of 2006 compared 10 85.1 million in 2005, an increase of 56.4 %,

SUBSEQUENT EVENT TO THE QUARTER
On May 1, 2006, the Company acquired. through its subsidiary MultiChem, the asscts uff‘\mlsol Company Ltd. fora
lotal (,o:1=;zduat|0n of approximately $6 million. This amount will be paid in cash 'lnd will come from Atrium’s cash
on hanct and credit tacility. Amisof has been marketing personat care products in C dnddn since 1974,

UINTERIM CONSOLIDATED RESULTS OF
| OPERATIONS SUMMARY | :

(m lhousands of US doltars}  Unaudited - - Qu:l!rters ended March 31,
!; - 2006 2005
|i : . $ S
| Reveuuee - L _ 76,009 ; 18,151
| Earnings irum operations (FBI U0 R : o C e 10,537 . 6,368 }
| Deprecmuon and amortization - o 817 . 268
i EBI rm ; o C 11,354 6,636 |
. . : o
Net earnmg's ‘ 6.892 3.258 {l
Cash ﬂo;v from operating activities before changes in non-cash §,051 | 5,i48
. operating wurking capital items o !
FINTERIM CONSOLIDATED BALANCE SHEET DAT A T em T
(in lhousandq ol US dollarq Unaudited ’\iarchiiil P December 31, ;
! : ‘ | 2006 : 2005
! ::E " ‘ : $ 5 g
| Total assets L 208,235 208,247 |
l L ong—rerm liabilities . . 123,265 124514 !

Revenues for the guarter ended March 31, 2006 reached $76.0 million compared 10 $48 million for the same
peried in 2003, an increase of 57.9%. The increase came primarily from the '\Lqumupn 'of Douglas Laboratories in
Decesnber. 2003 and the contribution from both divisions. We expect continued growth in revenues in 2006 due to

the consolidation of the results of newlyv-acquired Douglas Laboratories and organic growth from both divisions.

Gross margin amounted to $21.5 million for the quarter ended March 31, 2006, compared to $13.3 million in the
same period in 2005, an increase of 61, 1%, This variation is primarily attributable to' (i) the gross margin from the
newly-acquired Douglas Laboratories and MultiChem; and (ii) the svnergies realr/ed trom the Douglas
{aboratories acquisition. The gross margin increased from 27.7% in the first qmrter,ot""()()‘* 1o 28.2% for the same
period in 2006. Also. the gross margin improved from 24.3% in the fourth quarter of; 200‘? 10 28.2% for the first
quarter of 2006.
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Selling, general and administrative expenses were 510.0 million for the quarter ended: \1dl‘(,h 31,2000, an
increase of $3.4 million over the $6.6 million incurred during the same period in ”0{}13 The i mCl"LdSL‘ primarily
comes from the qelhnb, general and administrative expenses of the newly-acquired \.ompamcs Douglas
Laboratories and MultiChem. In addition, the increase of these expenses in 2006 also) comes from additional
expenses associated with public companies.

i

EBITDA for the quarter ended March 31, 2006 was $11.4 million compared to 56.6 r'm]hcm in 2003, an increase of’
T1.1%. Most of the increase in 2006 camne from the acquisition of Douglas L:lbOTdiOHL‘R.IH Du,cmbu 2005 and from
the ar_qum'tmn of MultiChen at the end of Januvary 2005 for which we accounted for ..1 qu (|li.l]’t{.‘l in 2006. The
EBITDA margin increased from 13.8% in the furst quarter of 2005 to 14.9% for the s amc pcrmd in 2006. Also, the
EBITDA margin increased significantly from 10.0% in the fourth quarter of 2005 to I4 9% for the {irst quarter of
2006 due to the contribution of Douglas L.aboratories as well as from better margins from both divisions.

f
Depreciation and amortization expenses for the qguarter ended March 31, 2006 were $0.8 million, an increase of’
50.5 millien compared to $0.3 million in 2003. This increase is primarily due 10 the amoru/ai:on of intangible
assets resulting from the acquisitions of Douglas Laboratories and MultiChem. i :

B ' 1
l)l\lden(l income and Interest income for the quarter ended March 31. 2006 totalied 5" 5 r!nllwn compared to
$0.1 mllllon in 2005. This increase is almost entirely due to the dividend income 101'1H1n5 $2.3 million from the tax
loss moneluauon program set up with /Aterna Zentaris (refer to Related Party Transa'cuons section af our 2005
Annual Repon) We expect to have an increase in dividend income in the second ¢ 'm(lI third guarter since this tax
loss monetization was set up in September 2005. The dividend income should be 'u:coumed for as long as the
program remains in place.

P
Interest expense for the quarter ended March 31, 2006 was $4.2 million compared to SF | mlllmn in 2005. The
increase for the quarter ended March 31, 2006 is due directly from the increase in delfln [evels related to the
acquisitions, particularly Douglas Laboratories in December 2005 as well as from the um.resl expense incurred with
the implementation of the tax loss monetization program for which we accounted 32.5 m:llmn ol interesi expense,
The debt IC\'t_I in the first quarter 20035 was off set by the cash received from the IPO|:H the bt.gmmm, of April 2005.
We expect 10 have an increase in interest expense in 2006 due (o the higher debt Ieve! since the acquisition of

Douglas Laboratories in December 2005 and also due to the tax loss monetization pronram

Foreign exchange gain amounted to $0.2 million in the first guarter of 2006 and $0.1 niiflioin in 2005.
|

Income tax expense amounted 1o $2.1 million {or 23.1% of carnings before taxes) for the quarlm ended March

31.2006. compdrcd to $2.0 miflion {or 36.2%% of carnings before taxes) during the sa‘mc period last year. This
decrease in tax rate is primarily attributable to the tax loss monetization program set up wnh' Eterna Zentaris
{refer to Related Party Transactions section of our Annual Report) and from our new debl structure related to the
acquisition of[)ouL]ds Laboratories. We expect to have a similar income tax rate in the ucm quancm if the 1ax
loss monetization program and the new debt structure remain in place. !
Non- conlmlhn;, interest of $0.2 million during the {irst quarter of 2005 was the lzm noln mntmllmg= interest
accounted for since the non-controlling interest in our French subsidiary, Unipex Finlan(,c S.A.S., was acquired at the
same time as the completion of our IPO at the beginning of April 2005, We now cnrmol IOO% of alt of our
subsldlanes and will not have to account for non-controlling interest in the statement lof, ea:nmg. in the future.

i
Net earnings for the quarter ended March 31, 2006 were $6.9 million or $0.23 per sh'ue comparcd o $3.3 million or
S0.14 per share in 2003, an increase of 3.6 million or 111.5%. This increase in net earmm_.,s is primarily atributable
to accretive acquisitions in our two divisions, Douglas Laboratories in December 200\ and MultiChem at the end of
January 2005 as well as increased profitabitity in both ot our divisions. On a diluted JCI" share basis. net earnings for
the quarter ended March 31. 2006 were $0.21 per share compared to 30.12 in 2005, i
!

The significant increase in the ret earnings in 2006 allowed the Company to increase net earhings per share and
diluted net earnings per share even though the weighted average number of shares outstanding increased to
30.0 mithion (32.4 million for the diluted) for the quarter ended March 31, 2006 comf)ar'ed 10 23.8 million
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(26.4 million for the diluted) for the same period in 2005, The increase in shares outstandms_ is mainly due to the
issuance of shares for the 1PO completedd on April 6, 2003, the acquisition of the m:norm interest in Unipex, the
issuance of shares in relation to the Douglas Laborateries® acquisition and the exercise of options.

TOTAL CONSOLIDATED ASSETS AND LONG-TERM LIABILITIES
Total consolidated assets did not change and were $298.2 million on December 31. 2005 and March 31. 2006. Long-
term labilities wtalled $123.3 million as of March 31, 2006 compared to $124.5 mllllon as of December 31, 2005.
Additional information on segment assets is provided in the interim consolidated financial statements.

[ - L - car i m e e

FACTIV h I\‘(.RH)II‘;N'I & SPECIALTY CHEMICALS

(m lhou&ul'nds of U% dolldrs) Unm;dltad o . . Qlil.llt(!lﬁ lnded March 3,

) : S - © laeme 2008

| 1 ‘. { . . - . Lo ' ) . . $ ' R S

i'ucvenuc?-’ - ] N 48, 130 40,744
Earnings I%rom 0er.mons (EBI’ I) | o o . 3, 867 o 3734

D(.prec:anon dnd amortization . - s 222 . _ 170

| EBITDA | ' 4,089 3.904

Revenues from the Active Ingredients & Specialty Chemicals Division were $48.1 million for the quarter ended

March 31. 2006. representing an increase of 18.1% over revenues ot $40.7 million for the same period in 2005, This
increase is attributable essentially to the acquisition of MultiChem on January 24, 2005 and 10 organic growth in the
division.

EBITDA was 34.1 million {or 8.53% of revenues) for the quarter ended March 31, 2006, representing an increase of
50.2 million or 4.7% over 2005 EBITDA of $3.9 million {or 9.6% of revenues). lhlslmt.rca:,c 1s atiributable
essentially 10 an increased contribution from proprietary products. acquisition of 1\1uit|C!u,m organic growth and
greater efticiencies. The EBITDA margin increased from 5.6% in the fourth quarter ’003 1o 8.5% for the first

quarter 2006,

TEALTIT& N UTRITION DIVISION (H&NY) RESU LTS | AT )

l (in 1hou5dmls of US dollars) Ummcilted e, - Qu:u’tels ended March 31, i
| s o | - 2006 . 2003

| Rucnues ‘ . : . 27,879 <7407

| i ‘ S

¥ Earnings from operations (EBIT) - : 6,670 2,634

! Depreéciation and amortization 7 595" 98

| EBITDA Lo 7,265 : 2732 |

Revenues from the Health & Nutrition Division were §27.9 million for the quarter ulde March 31, 2006.
representing an increasc of $20.5 million or 276.4% over revenues of $7.4 million lor the same period last year. This
increase came primarily from the acquisition of Douglas Laboratories in December 2005 and from or aanic growth.

EBITDA was §7.3 million (or 26.1% of revenues) for the quarter ended March 31, 7006 representing an increasc

of 4.6 million or 165.9% over the same period last year where the EBITDA was $2. ? mitlion (or 36.9% of
revenues). Most of this increase came from the acquisition of Bouglas Laboratories, sy ners_ies and organic growth.
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LIQUIDITY, CASH FLOW AND CAPITAL RESOURCES
Cur operations and our capital expenditures are mainly financed through cash flows irom operalmg activities. the
use of our liquidities, as well as the issuance of debt and common shares.

ATRIUM MD&TA :-- First quarter 2006

During the last quarter of 2005, the Company modified its revolving credit facility by, increaging the authorized
amount from $64.3 million {CANSTS milhion) to $107.0 million (CANS 125 million) wn{h the possibility 10 increase
this amount up to SET! 2 million (CANS2G0 nublion} under certain conditions. This cred:l fa'c:hlv is a three-year
term loan and is renewable annually. This facility is bearing interest at variable vates and is secured by a first
hypothee on all assets of the Company and its North American subsidiarics. Moreover, alf the shares held by the
Company in its Frénch subsidiaries have been pledged as collateral security.

1

As of March 31, 2006, our consolidated cash and cash equivalents and shor-term mvestmcnls position was
5159 mrfl:on and our long-term debt amounted 10 $104.6 millicn. This long-term debt mcludcs $93.0 million from
our amcnde revolving credit facility. leaving approxmuuclv $14.0 miilion available from the current authorized
amount of $107.0 million. The Company may increase the authorized amount up to a“na\lmum of $171.2 million
under certain conditions. The other pornon of our long-term debt represents a subordmdtcd debt of $11.5 million
which is bearing interest at a rate of 7%. Concurrent with the acquisition of Douglas Laboraloncs in December
2005, $50. 0 million of borrowings were swapped to a three-vear fixed rate. :

b [
The Compdny believes that these liquidities, combined with our revolving credit fau!lltv. and thf, cash flow from
opemuons will be adequate to meet operating cash requirements in a foreseeable futlre! However, possible
addiuun.al:l;luqumllons of complementary businesses or products may require acld;tloﬁal;ﬁndnung,.

4

OPERATING ACTIVITIES f

Cash flows generated by our operations were $0.2 million for the quarter ended \larch :] 2006 compared 1o

$3.9 ml“iOll in 2005. This cash flows decrease is primarily due 10 the increase of accounts receivable and decrease of
accounts payable related to specific transactions timing. Cash flow from operating aultwmts betore changes in non-
cash opcmlmg working capuai items were $8.1 million for the {irst quarter of 2006 LOJH[]&TL(! to $5.1 million in
2005, an increase of 56.4 %. This cash flows increase comes from existing opurahoné and from newly-acquired
Douglas Laboratories. CdSl‘l flows generated by our operations in 2006 arc expected to lmredse due to the

Company’s operations and the Douglas Laboratories acquisitions. |
}

FINANCING ACTIVITIES !

For the quarter ended March 51, 2006, cash llows used for financing activities were Lscd for a debt reimbursement of
$1.3 mitlion off set by cash rcccwtd by the exercise of options. During the same quarter of'2()05, the increase in cash
ftows from financing activities mainly came from the net increase of $17.4 milltion i in Ionﬂ-lcrm debt which was used
for the acquisition ot MultiChem. ! i
. F
INVESTING ACTIVITIES ) '
The increase of cash flows from investing activities were $0.4 million for the quarteriended March 31. 2006. This
cash flows mainly comes from the proceeds from the sales of short-term investmentsjoffset by some payments of
acquisition-related costs of Douglas Laboratories. For the same period in 2005, cash flows used in investing activities
amounted to $16,3 miltion and were used mainly to acquire MultiChem

There has-been no significant change in Contractual obligations and commercial comn u.tm(.nls facing Atriwm
Blotu,hnolog,les as described in the Comipany’s 2005 annual MD&A. i

OUISIA\‘DINC SHARE DATA
As of May 1, 2006, there were 16,105,447 subordinate voting shares issued and oumandmg: and 14 ,000.000
multiple voting shares issued and outstanding. These multiple voting shares are 100% OIWE'IL(] by Aterna Zentaris
and will be converted into subordinate voting share on a one-for-one basis at the ]diblsl 9 years after April 6, 2003,
date Ufihcj closing of our IPO. As of the same date, there were 3,086,500 stock opuons oulsl(mdm"
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QUARTERLY SUMMARY FINANCIAL INFORMATION
(tabular amouns in thousands of US DOLLARS, except per share data)

 Unaudited” ™ S T T T Buarters ended, |
: " 1 “LII‘LhSI 2006 December 31,2005 September!30, 2003 J”u|ne3{l 005‘
Co 8 s 4o 8 o S
- Revenues 76,009 58,358 _44 009 30,345
P AIRSC 48,130 47.385 37, 007 42,870 '}
H&N-E@ 27.879 10,973 ' 700” 7,475 é
CEBITDA 11,354 5.836 5,626 7.129 f
' AI&SC 4,089 2,649 2,833 3.893

H&N3 7,265 3,187 2,793 3,236 !

R i
" Net Earnings 6:892 3,999 1 3.08 3.968
? EPS hasic 0.23 0.14 L0y .14
. EPS diksted 0.21 0.13 ; :(_).IOI 0.13
: ; ._. 010
1 r i
; T . Quarters ended, :
March 38,2005 December 31, 2004 Septemher"}ﬁi, 2004 June 30, 2004
i -8 S ;8 )
'I Revenues 48,151 33473 31.398 34.591
; AI&SL 40,744 L 27.979 24,439 27,597
! II&N 7,407 7,494 - 6,959 6,994
; EBITDA 6.636 5.197 | 5 195 5,706
| alsc 3,904 2,258 2,502 3.012
! H&N? © 2,732 2.939 T 2 693 2,594
} Net Earnmgs 3,258 2,351 i 2,I22 3,030
f EPS IrlSlc . 0.14 0.10 0.09 0.13
L FPS dllutcd 0.12 0.09 00‘) 0.13
: .fi " b

; {11 Par & dmn 15 caboulsted mdwendcnlly for (,<|¢,h ul 1.11.. qu—uu.rs pus‘.nh.d lhcn,lm., the suim of this quarter]y infomuation imay net cqual the camresponding annual
. |t:f0r'na.n(m e I ) .

OFF-BALANCE SHEET ARRANGEMENTS
There were no other off-balance sheet arrangeinents than the one presented and desc

ride m note 18 of the

2005 annual consolidated financial statements and related to the tax loss monetization program. As of March

31, 2006, we did not have interests in any variable interest entities.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Ihn.rc has been o significant change in Atrium Biotechnologies’ accounting puhum aud esismatts since December
2005. Please refer to the corresponding section in our 2005 Annual Report for a COEnp|LtL description of our

LTIIIC’]I accounting policies and cstimates.

New accounting standard

In January 2005, the CICA issved four new accounting standards in relation with fin
3855 "Financial Instruments — Recognition and Measvrement”
"Comprehensive Income” and section 3231 "Equity”.

Sections 3855, 3865 and 1330 apply to fiscal yvears beginning on or after October |

“mu(il instruments: section

, section 3863 "MHedges" fqecnon 1530

, 2006 and we will adopt them

on January 1. 2007, The Company is currently assessing the effects of these new standards on its consolidated

finaneial statements,
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FINANCIAL AND OTHER INSTRUMENTS
Foreign Currency Risk o
Since the Company operates on an interational scale. it is exposed to currency risks 7 as result of potential exchange
rate fluctuations. For the quarter ended March 31, 2006, there were no significant opcranonslusms_ forward exchange

coniracts and o swmfa;ani forward exchange contract is outstanding as of today. '

Credit Risk |
Generally, the Company does not require collateral or other security from customers for wrade accounts receivabie;
however. cruht is extended following an evaluation of creditworthiness. In addition, the Company performs on-
going credit reviews of all its customers and establishes an allowance for doubtful acwt'ilus uhc:n aceounts are

determined to be uncollectible. '

Interest Rate Risk |
We are exposed to market risk from changes in interest rates relating to our revolving credit facility.

To mitigate this risk, in December 2005, $50.0 million of borrowings were swapped 1o a three-vear fixed rate. As at
March 31, 20006. we have only $43.0 million of long-term debt which bears interest at !1mmnu rates.

:\
RISK FACTORS AND UNCERTAINTIES '
There has'been no significant change in the risk factors and uncertainties facing Atrium. Biotechnologies as described
in the Company’s 2005 annual MD&A. i

CONTINUOUS DISCLOSURE

!

The Lompdm is a reporting issuer under the securities legislation of all of the prowncel of Lamcla and it is,
therefore, reqmred to file continuous disclosure documents such as interim and annual financial statements, a proxy
circular, an annual information form, material change reports and press releases with qu‘ch securities regulalory
authorities. Copies ol these docuinents may be obtained free of charge on request fram | the office of the Secretary of
the Company or through the Intemnet at the following addresses: www.atrium-bio.com and www.sedar.com,

Forward:-Looking Statements ! I

. . - )
This report contains certain forward-fooking statements with respect to the Compam These forward-looking
statements, by their nature. necessarily involve risks and uncertainties that could (.ausc actual results to d:ftu
materially from those contemplated by these forward-looking statements. We consm;r the assumptions on which
these forward-looking statements are based to be reasonable. but caution the reader thal these assumptions regarding
future events, many of which are beyond our control, may ultimately prove to be i mcorrct.l since they are subject o
risks and incertainties that affect us, The information contained herein is dated as Ofx\ld\' I} 2006, date of the
Board's approval for the MD&A and the Consolidated Financial Statements. The Lcl’m;l)anv disclaims any intention
or obligation to update or revise any forward-looking statements, whether as a result of new information, future
events orotherwise, other than as required by law, !

On behalf of management, : \ I

Vice President. Finance and Chief Financial Officer ' i

) B
|
. ]
J?/?k;?, f ‘
Joha Dempsey - !

May 1,2006 I
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Atrium Biotechnologies Inc. ' | :

. . . . o
~Interim Consolidated Financial Statements |
(expressed in thousands of US dollars) ' '

Quarters ended March 31, 2006 and 2005
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Atrium Biotechnologies Inc.

Interim Coﬁsolidated Balahce Sheets ‘

(expressec:{ in thousands of US dollars)

As at March 31,

As at December 31,

| 2006 ' 2005
: s |1 | $
Unaudited ‘ Audited
Assets '
Current assets ~
Cash and cash equivalents 14 465 L 14 886
Short-term investments 1459 2958
Accounts;‘receivalble 60 329 P 55 831
Income taxes recoverable 2413 : ! 1952
lnventoryf 28 537 [ 31758
Prepaid expenses 1788 . 1313
Future inéome tax assets 577 ' 565
'1 108 560 Do 109 253
Long-terrh invesfment, at cost 1134 i . 1139
Property,“iplant and equipment 5622 ! { 5809
Deferredicharges 1538 : ) 1695
Intangible assets 67 576 i 68 027
Goodwill (note 3) 109 552 ; ; 109 035
Future income tax assets 3253 o 3289
' 298235 | | 298 247
Liabilities -
Current liabilities b
Accounts.payable and accrued liabilities 40722 48 142
Income taxes 1 496 . 936
Deferred revenues 518 | 174
Current portion of long-term debt 46 i i 70
' 42782 | « 49322
Long-term debt 104 542 b 105 878
Employeé future benefits 210 o 205
Future income tax liabilities 18 513 ' * 18431
' 166047 | | 173 836
Shareholders' Equity |
Share capital (note 4) 79 130 : 78 985
Contributed surplus 1562 ! 1 497
Retained earnings 45 489 38 596
Cumulative translation adjustment 6 007 i ; 5333
' 132188 | | 124 411
i 208235 | | | 208 247
i;atements.

- . . .
The accompanying notes are an integral part of these interim consolidated financial s

Approved by the Board of Directors,

Luc Du pbnt, Director

Gérard Limoges, Dire




Atrium Biotechnologies Inc.

Interim Consolidated Statements of Retained Earnirﬁgsz

(expressed in thousands of US dollars)

. Qu‘;arfers ended March 31,
Lnandited 2006 2005
! $ $

. . i
Balance - Beginning of period 38|597 24 288
Net earnings for the period 6,892 3258
45489 27 546

Balance - End of period

i
1

Interim Consolidated Statements of Contributed Surplus

(expressed in thousands of US dollars)

Qularters ended March 31,

Lnandited 2006 2005

s s
Balance - Beginning of period 1497 905
Stock-based compensation costs 65 158
Balance - End of period 1562 1063

The accompanying notes are an integral part of these interim consolidated

Ifinancial statements.




" ‘ i
 Atrium Biotechnologies Inc. *
- Interim Consolidated Statements of Earnings
(expressed in'thousands of US dollars, except share and per share data) . ‘
Quarters ended March 31,
 Unandited |zo_os : 2005
'$ $
]
) Revenues 76 009 48 151
. i
Operating expenses -
Cost of sales 54 556 34 836
Selling and administrative 9993 6 561
Research and development costs 132 147
Research and'development tax credits, grants and other revenues { 26) { 29)
Depreciation-and amortization !
Property, plant and equipement 379 | 129
Intangible assets 438 139
1 65 472 41783
Earnings from operations 10 537 6 368
Other revenues (expenses) ,
Financial revenues (note 5) 2 450 79
Financial expenses (note 5) { l4 196) ' { 10786)
Foreign exchange gain 171 116
; ( 1575)" ( 881)
Earnings before the following items 8 962 5 487
Income tax expense
Current 1986 1438
Future 84 . 553
2070 1989
6892 3498
Non-controlling interest - 240
Net earnings for the period 's 892 3258
Net eamings.per share C
Basic 0;23 - 0,14
Diluted | 021 0,12
‘Weighted average number of shares cutstanding (000's) |
Basic 30 040 23785
Diluted 32403 26 356

The accompanying notes are an integral part of these interim consolidated financial statements.




Atrium B:iotechnologies Inc.

Interim Consolidated Statements of Cash Flows
{expressed in thousands of US dollars)

Quarters ended March 31,

Unaudited 2006 2005
. $ $
Cash flows from operating activities
Net earnings for the period {6892 3258
Items not affecting cash and cash equivalents
Depreciation and amortization 817 268
Deferred charges 140 309
Deferred revenues 344 369
Stock-based compensation costs 65 158
Foreign exchange gain on long-term items denominated in foreign currency { 291) (7
Future income taxes 84 553
Non-controlling interest ; - 240
Change in non-cash operating working capital items '
Accounts receivable ( 3878) { 3017)
Inventory 3352 { 547}
Prepaid expenses ( 474) { 318)
Accounts payable and accrued liabilities o897 2845
Income taxes 142 { 233)
222 3878
Cash flows fromlfinancing activities
Increase in long-term debt 16 51 265
Payments on long-term debt (1327} { 33911)
Payments on balances of purchase price - { 936}
Issuance of shares, net of share issue expenses and related income taxes 145 -
Initial public offering expenses | - { 566)
"¢ 1166) 15 852
Cash flows from investing activities
Proceeds from the sale of short-term investments 1736 2072
Business acquisitions, net of cash and cash equivalents acquired Lo 1125) ( 18 265}
Purchase of property, plant and equipment ' ( 176} ( 52)
Acquisition of amortizable intangible assets ( 13) { 48)
Lo 422 { 16 293)
Increase (decrease) in cash and cash equivalent : (522 3437
Effect of exchange rate changes on cash and cash equivalents 101 ( 529)
Cash and cash eﬁuivalents - Beginning of period 14 B86 10170
Cash and cash equivalents - End of period : .14 465 13078
. Additional information
Interest paid . 6206 824
Income taxes paid ’ YL 1810 1639

! .
The accompanying notes are an integral part of these interim censolidated financial statements.




Atrium Biotechnologies Inc.

Notes to Interim Consolidated Financial Statements :
Quarters ended March 31, 2006 and 2005
(expressed in thousands of US dollars, except share data)

Unaudited

Basis of presentation : |

These interim financial statements as at March 31, 2006 and for the quarters ended March 31, 2006 and 2005, are unaudited. They have been
prepared by the Company in accordance with Canadian generally accepted accounting principles (GAAP) for interim financial information. In
the opinion of management, all adjustments necessary to present fairly the financial pesition, results of operations and cash flows for these
periods have bu:n included.

The accounting pc)hctes and methods of computation adopted in these financial statements arc the mme as those used in the preparation of the
Company's most recent annual consolidated financial statements. All disclosures required for annual financial statements have not been included
in these financial statements. These consolidated financial statements should be read in conjunction’with the Company's most recent annual
consolidated financial statements. These interim results of operations are nol necessarily indicative of the results for the full year,

New accounting standards
I

' i
In January 2005, the CICA issued four new accounting standards in relation with financial instrumullt‘;' section 3853 "Financial Instruments -
Recognition and Measurement", section 3865 "Hedpes", section 1530 "Comprehensive Income" and section 3251 "Equity”. Sections 3835, 3865 and
1530 apply to fiscal years beginning on or after October 1, 2006 and we will adopt them on January 1 2007. The Company is currently assessing

the effects of these new standards on its consolidated financial statements.

Goodwill
The change in the carrying value is as follows : i
A?tivfé
Ingredients &
Specialty Health &
Chemicals Nutrition Total
$ H $
I V
Balance as at December 31, 2004 40 |393. ' 21285 61678
1
Acquisitions 10074 42155 52 229
Adjustments (a) (| 49) 48 {1
Impact of foreign exchange rate { 4915) 44 { 4871)
N -
Balance as at December 31, 2005 45503 63 532 109 035
Adjustments {a) 1‘132_ ; {(1017) 115
Impact of foreign exchange rate ‘4075’ ' ( 5) 402
|
Balance as at March 31, 2006 47 042 62510 109 552

{a) Adjustments consist of contingent payments, additional acquisition-related costs and reversal of accounts payable and accrued liabilities
related to acquisitions. A contingent payment for the acquisition of Multichem was accounted for S1, 132 clurlng the first quarler of 2006, This
amount was paid after the end of quarter. ) ;




1
'Auium_Bioteqhnologies Inc.

Notes to Intenm Consolidated Financial Statements
Quarters ended March 31, 2006 and 2005
{expressed in thousands of U5 dollars, except share data)

Unaudited

Share capital ]

Authorized

Unlimited number of shares of the following classes :

Multiple voting shares, voting and participating, bearing two votes per share, convertible at the ophon of the holder into subordinate

voting shares on a one-for-one basis

Subordilliate voting shares, voting and participating, one vote per share

Issued For the quarter ended
| March 31, 2006
Number Amount
oo J 5
Multiple voting shares '
Balance - Beginning and end of period i 14 000 000 7656
/ 1 B
Subordinate voting shares \ i
Balance - Beginning of period 15 097 447 71329
Issued pursuant to the stock option plan I 62 000 145
Batance - End of period ; 16 059 447 71474
Total share capital 30 059 447 79130

Related party transactions (sce note 18 of 2005 annual financial statements)

Purchased of raw materials and subcontracting

Administration fees.
+ Dividend income '
Interest expenses
_ Expenses reimbursed related to a technology acquired
Subcontracting revenues

Quarters ended March 31,

2006 2005
$ $
46 99
37 35
2258 -
2242 26
271 80
14 26



Atrium Bi;,otechnologies Inc.

Notes to Intenm Consohdated Financial Statements

Quarters ended March 31, 2006 and 2005

(expressed in thousmds of US dollars, except share data)

Uneudited

Segment information’ .

The following tables present information by segment :

Quarters ended March 31, '

2006 | 2005
Active Acl‘livei :
ingredients & Ingredients &
s - Specialty Health & Speclalty ' Health &
Chemicals Nutrition Total Chemlcals ; Nutrition Total
1
$ $ 5 ‘ $ $ $
) l |
Revenues . 48 130 27 879 76 009 40744, ) 7407 48 151
=
Earnings from '
operatiens " 3 867 6 670 10 537 3734, ) 2634 6 368
Depreciation and | ' ‘ i :
amortization 222 595 817 170" 98 268
. Ll ) [
Capital expenditures 40 149 189 85! 14 100

As at March 31, 2006

1 l As at December 31, 2005

$egment assets . ) 122 398

164 021

\
286 419 120 789 |

164 097 284 886

Unallocated assets amount to $11,816 as at March 31, 2006 and $13,361 as at December 31, 2005 and cons1st mainly of cash and cash
equivalents, investment, at cost and future income tax assets.

Subsequent event

I

On May 1, 2006, the Company acquired, through its subsidiary MultiChem, the assets of Amisol Company Ltd for a total consideration of
approximately $6 million. This amount will be paid in cash and will come from Atrium’s cash on hathd and c|redlt facility. Amisol has been
marketing personal care products in Canada since 1974.

!



[, Luc Dupont President and Chief Executive Officer, certify that: | ‘

1.

May 1%, 2006 ' .

Luc Dupoh 7
President .and Chief Executive Officer

ST F o
L{.J" r\‘{iE.":"-:"--
Al R | U M R RO

BIOTECHNCLOGIES

Lo
| have rewewed the interim filings (as this term is defined in Multllateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of Atnum Biotechnologies Inc., (the

issuer) for the interim period ending March 31, 2008; :
|

Based on my knowledge, the interim filings do not contain any untrue statement of a material fact or
omit' to state a material fact required to be stated or that is necessary to make a stalement not
misleading in light of the circumstances under which it was made, with respect to the period covered
by the interim filings; and ‘ ;

Based on my knowledge, the interim financial statements together -with the other financial
information included in the interim filings falrly present in all material respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the periods presented in the
interim filings.

The issuer's aother certifying officers and | are responsible for establlshmg and maintaining
disclosure controls and procedures for the issuer, and we have desngned such disclosure controls
and :procedures, or caused them to be designed under our superwsnon to provide reascnable
assurance that material information relating to the issuer, including its ‘consolidated subsidiaries, is
made known to us by others within those entities, particularly during the penod in which the annual
filings are being prepared.




I, John Dempsey, Vice President, Finance and Chief Financial Officer, certify thai:

1.

May 1%, 2006 |

/ !
John Dempsey M :

Vice President, Finance i
and Chief Financial Officer |

i ]
| have reviewed the interim fi lings {as this term is defined in Mu||t|Iaterai Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of Atnum B|otechnolog|es Inc. (the
|ssuer) for the interim period ending March 31, 2006; L
Based on my knowledge, the interim filings do not contain any untrue statement of a material fact or
omit to state a material fact required to be stated or that is necessary 1o make a statement not
misleading in light of the circumstances under which it was made, with respect to the pericd covered

by the interim fi ilings; and

Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings falrly present in all material respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the perlods presented in the
interim filings. ;

The issuer's other certifying officers and | are responsible for estabhshlng and maintaining
disclosure controls and procedures for the issuer, and we have de5|gned such disclosure controls
and  procedures, or caused them to be designed under our supervision, to provide reasonable
assurance that material information retating to the issuer, including |ts|consolldaled subsidiaries, is
made known to us by others within those entities, particularly during the penod in which the annual
filings are being prepared. !
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with respect to all
outstanding capital stock of
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This STOCK PURCHASE AGREEMENT dated as of|December 8, 2005 is made
and entered into by and among Atrium Biotechnologies Inc., a Canad}an’ corporation (“Atrium™),
Atrium Biotech Holdco, Inc., a Delaware corporation and a wholly-owned subsidiary of Atrium
(“Purchaser”), HVL Parent Incorporated, a Delawarc corporation (the: “Company”}, and the
selling sharcholders listed on the signature pages hereto {(each individually, a “Seller” and
collectively, the “Sellers™). Capitalized terms not otherwisc defined her€in have the meanings

set forth in Section 14.01. |

WHEREAS, Sellers collectively own (i) 344.744 bhdres of Series A Preferred
Stock, par value $0.01 per share, of the Company, (ii) 38.456 shares of Series B Preferred Stock,
par value $0.01 per share, of the Company, (iii) 164,103 shares of Class A Common Stock, par
value $0 01 per share, of the Company and (iv) 5,000,000 shares of Common Stock, par value
$0.01 per share, of the Company, collectively constituting all issned and outstanding shares of
capital stock of the Company (such shares described in clauses (i) through (IV) being referred to
collectively hercin as the “Shares™); and

WHEREAS, Sellers desire 1o sell, and Purchaser desires to purchase, thc Shares
on the terms and subject to the conditions set forth in this Agreement;

NOW, THEREFORE, in consideration of the mutual covenants and agreements
set forth in this Agreement, and for other good and valuable conmdera‘uon the receipt and
sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

ARTICLE [

SALE OF SHARES AND CLOSING '
1.01 Purchase and Sale. Each Seller agrees to sell to Pljrchaser, and Purchaser
agrees to purchase from such Seller, all of the right, title and interest oEf such Seller in and to the
Shares owned by such Seller at the Closing on the terms and subject to the conditions set forth in

this Agreement.

1.02  Purchase Price. The aggregate purchase price for the Shares, the covenant
of the SeHers contained in Section 3.2, and the canceltation of the Company Stock Options is
$85,090,580 (the “Purchase Price”), payable as follows:

(a) the amount of the Purchase Price payable to each of the T.A. Sharcholders
is st forth opposite their rames on Annex 1 hereto and shall be paid 100% in cash; and

(b) the amount of the Purchase Price payablc to eaclh of the Lioon
Sharcholders, cach of the Management Sharcholders and each of Ithf: Company Stock
Optlon holders is set forth opposite their names on Annex | hereto n
The portion of the Purchase Price payable to Seltlers in cash pursuant t(l) this Section 1.02 is
referred to herein as the “Cash Payment” and the portion of the Purcha|sc Price payable to certain
of the Lioon Shareholders, Management Shareholdcrs and Company Stock Option holders in

Atrium Shares pursuant to this Section .02 is referred 1o herein as the“Share Payment.”




1.03  Closing; Escrow.

(a)  The Closing will take place at the offices of Mlilb‘lanki Tweed, Hadley &

McCloy LLP; 1 Chase Manhattan Plaza, New York, New York 1000i5-14 13, or at such other
place as Purchaser and Sellers mutually agree, at 10:00 A.M. local tirpe; on:the Closing Date. At

the Closing, Purchaser will pay the Purchase Price by (a) paying the Cash Payment by wire
transfer of immediately available funds to such account(s) as Sellers” Representative may
reasonably direct by written notice delivercd to Purchaser at least two (2) Business Days before
the Closing Date, provided that $7,000,000 of the Purchase Price paydb]e to the T.A.
Shareholders and the Lioon Sharcholders (the “Escrow Fund™) shall bc delivered by Purchaser
by wire transfer of immediately available funds to Wachovia Bank, N. A Corporate Trust, as
escrow agent (the “Escrow Agent”) under an escrow agreement to be entert,d into on the Closing
Date by Sellers’ Represcntative, Atrium, Purchaser and the Escrow Agent substantially in the
form of Exhibit A hereto (the “Cash Escrow Agreement”); and (b) dehvenng to certain of the
Lioon Sharcholders, Management Shareholders and Company Stock Option holders certificates
representing the Share Payment in the names and amounts set forth on Annex 1 hereto.
Simultaneously, each Seller will assign and transfer to Purchaser all of such Seller’s right, title
and interest in and to the Shares owned by such Seller by delivering t0 Purchaser a certificate or
certificates representing such Shares, in genuine and unaltered form. i

1
(b) Selers shall deliver to Purchaser the following items on or before the
Closing' Date:

(i) executed Cash Escrow Agrcement substantially i 1n the same form as
Exhibit A;

(i) executed employment agreements with each of IL. Douglas Lioon and
Jeffrey D. Lioon in the same form as Exhibits B-l and B-2 hereto;

(iii)  for each holder of a Company Stock Option, an!executed Option
‘ ‘Termination Agreement substantially in the same form as Exhlbnl% C-1
and C-2; '

(iv)  with respect to cach Seller that 1s an enlily, 4 celrti'ﬁcat'e, dated the Closing
Date and executed by the Secretary or any Assistant Secretary of such
Seller (or such Person performing such duties), in the form and to the

cffect of Exhibit D hereto;

(v) all third party consents {or in licu thereof wam,lrs) hsled in Section 1.03(b)
of the Disclosure Schedule;

(vi)  written resignations of each member of the boards of dlrectors and each
officer of the Company and the Subsidiaries; |

(vit)  the opinions of Goodwin Procter LLP, counsel to the Company, dated the
Closing Dalte, substantially in the form and to the éffect of Exhibit E-1

2 |
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(viii)

(ix)

(©)

|
hereto, and Dapper, Baldasare, Benson, Behling & Kane, P.C., counsel to

the Company, dated the Closing Date, %ub%t‘mually in the form and to the
eflect of Exhibit E-2 hereto:

written undertaking by KPMG LLP, the mdependem auditors of the

Company and its consolidated subsidiaries to prov:de its written consent
as soon as possible after the Closing Date to the inclusion of the audited
consolidated financial statements of the Company and its consolidated
subsidiaries for the years 2002, 2003 and 2004 and related reports by
Atrium in any reports that Atrium files under fedcral and provincial
securities Laws in Canada; and i

the minute books and other similar records of the Company and the
Subsidiaries, and the stock transter ledgers and olher similar records of the

Company and the Subsidiaries. |

Purchasers and Atriumn shall deliver to Sellers lhe following items on or

before the Closing Date:

(i)

(11)

(iii)

1.04

the opinions of Milbank, Tweed, Hadlcy & McCloy LLP, special U.S.
counsel to Atrium, dated the Closing Date, subsldntmlly in the form and to
the effect of Exhibit F-1 hereto and Heenan Blzukle ILLP, counsel to
Atrium, dated the Closing Date, substantially i in the form and to the effect
of Exhibit F-2 hereto;

for Atrium and Purchaser certificates, dated the\Ciosing Date and execuled
by the Secretary or any Assistant Secretary of such Atrium and Purchaser
(or such Person performmg such duties), subqtanually in the forms and to
the effect of Exhibit G-1 and G-2 hereto; and |

e . : N )
certified irrevocable instructions to Atrium’s lr}nsfer agent to deliver the
certificates representing the Atrium Shares as s soon as. p0551ble following
the Closing Date. ’ .

J

Allocation of Purchase Price. For U.S. federal, slale and local income 1ax

purposcs, the Purchase Price shall be allocated as follows: (i) $10, 000 of the Purchase Price
shall be allocable to, and deemed to be consideration of, the covenant of the Sellers contained in

Section 5.02 and (ii) the remainder of the Purchase Price shall be al!ocldblc to, and deemed to be
consitderation of, the Shares and the cancellation of the Company Stock Optlons The Sellers, the

Company and Atrium agree to report an allocation of the Purchase pI‘lCC among the covenant of
the Sellers contained in Section 5.02 and the Shares in a manner enllrely consistent with the
allocation described in the preceding sentence, and agree to act in acccl)rdance with such
allocation in the preparation and filing of all Tax Returns and in the cour%e of any Tax audit, Tax

review or Tax litigation rclating thereto.
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1.05 Legend on Atrium Shares.

!

(a) Each certificate for Atrium Sharcs issued as the Share Payment shall bear

the following legends:

“THE SECURITIES REPRESENTED HEREBY HAVE NOT BEEN
REGISTERED UNDER THE UNITED STATES SECURITFES ACT OF 1933,
(THE “SECURITIES ACT”), AND MAY NOT BE OFFERED {SOLD,
TRANSFERRED OR OTHERWISE DISPOSED OF UNLESS (A)
REGISTERED WITH THE SECURIIIES AND EXCHANGE COMMISSION
OF THE UNITED STATES AND THE SECURITTIES REGULA TORY
AUTHORITIES OF APPLICABLE STATES, (B) AN EXEMPTION FROM
SUCH REGISTRATION IS AVAILABLE OR (C) THE SE(.URITLES ACT
AND THE SECURITIES LAWS OF THE STATES ARE NOT APPLICABLE
TO SUCH OFFERING, SALE, TRANSFER OR D[SPOSAL! THE
SECURITIES REPRESENTED HEREBY MAY BE OFFERED, SOLD,
TRANSFERRED OR OTHERWISE DISPOSED OF IN CANADA, IN
ACCORDANCE WITH APPLICABLE PROVINCIAL SECURITIES LAWS. A
NEW CERTIFICATE, WITH THE ABOVE LEGEND REMOVED, DELIVERY
OF WHICH WILL CONSTITUTE “GOOD DELIVERY” MAY BE
OBTAINED FROM NATIONAL BANK TRUST INC. ON AND AFTER APRIL
9, 2006 UPON DELIVERY OF THIS CERTIFICATE AND A JOINT
WRITTEN INSTRUCTION OF THE TRANSFEREE AND ATRIUM
BIOTECHNOLOGIES INC.”

“UNLESS PERMITTED UNDER CANADIAN SECURITIES LEGISLATION,
THE HOLDER OF THIS SECURITY MUST NOT TRADE THE SECURITY
BEFORE APRIL. 9, 2006.”

“THE SECURITIES REPRESENTED BY THIS CERTIFICATE ARE LISTED
‘ON THE TORONTO STOCK EXCHANGE (*ITSX"); HOWEVER THE SAID
SECURITIES CANNOT BE TRADED THROUGH THE FAC[LIT[ES OF TSX
SINCE THEY ARE NOT FREELY TRANSFERABLE, AND
CONSEQUENTLY ANY CERTIFICATE REPRESENTING!SUCH
SECURITIES IS NOT ‘GOOD DPELIVERY’ IN SETILEMENT OF
TRANSACTIONS ON TSX.”

The legends will be removed on and after April 9, 2006 upon lde:live.ry by the Lioon
Sharcholder, Management Shareholder or Company Stock Option holder or their respective

transferee, as the case may be, of the certificate for Atrium Shares and a joint written instruction
to Atrium’s transfer agent from Atrium and such Licon Shareholder, M'maoement Shareholder -

or Company Stock Option holder or their respective transferce, as the case may be. Atrium shall

cooperate in good faith with the Lioon Shareholder, Management Shglxreholder or Company

Stock Option holder or their respective transferce, as the case may bel to deliver such joint

wrilten instruction promptly upon request by such Lioon Shareholder, Management Shareholder

or Company Stock Option holder or respective transferee.

4
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i
(b) The Atrium Shares issued as the Share Payment also .shall bear the
Followmﬂ legend: l '

“THE TRANSFERABILITY OF THIS CERTIFICATE AND THE SHARES OF
STOCK REPRESENTED HEREBY ARE SUBJECT TO THE TERMS AND

CONDITIONS CONTAINED IN THE STOCK PURCHASE\ AGREEMENT DATED
DECEMBER 8§, 2005 ENTERED INTO BETWEEN AT RIUM BIOTECHNOLOGIES
INC., ATRIUM BIOTECH HOLDCO, INC. HVL PARENT INCORPORATED AND
SELLERS LISTED ON THE SIGNATURE PAGES THERETO (THE
“AGREEMENT™). COPIES OF THE AGREEMENT ARE ON FILE IN THE OFFICE
‘OF THE SECRETARY OF ATRIUM BIOTECHNOL, OG]ES INC., 1405, BOUL. DU
PARC-TECHNOLOGIQUE, QUEBEC, QUEBEC CANADA GIPP5. ATRIUM
BIOTECHNOLOGIES INC. WILL FURNISH TO THE RECORDHOLDER OF THE
CERTIFICATE, WITHOUT CHARGE AND UPON WR[TTEN REQUEST AT ITS
PRINCIPAL PLACE OF BUSINESS, A COPY OF THE AGREEMENT THE
SHARES REPRESENTED BY THIS CERTIFICATE SHALL NOT BE SOLD,
‘ASSIGNED, TRANSFERRED, PLEDGED, ENCUMBERED, HYPOTHECA’HID OR
OTHERWISE DISPOSED OF BY THE RECORD HOLDER TO ANOTHER PERSON
PRIOR TO DECEMBER 8, 200[6][71{8], UNLESS SPECIFICALLY PERMITTED
PURSUANT TO THE TERMS OF THE AGREEMENT. ATRIUM
BIOTECHNOLOGIES INC. RESERVES THE RIGHT TO REFUSE TO RECORD THE
TRANSFER OF THIS CERTIFICATE UNTIL ALL SUCH RESTRI(‘TIONS ARE
SATISFIED, ALL SUCH TERMS ARE COMPLIED WITH AND ALL SUCH
CONDITIONS ARE SATISFIED.” i
The Atrium Shares issued to each Lioon Shareholder, Management Sharcholder and Company
Stock Option holder as the Share Payment shall not be sold, assigned, |tr'1nsferred pledged,
encumbered, hypothecated or otherwise disposed of by the holder the}eof prior to the following
dates: : :

|

() One-third (1/3) of the Atrium Shares issued to each sul.h Lioon Shareholder,
Management Sharehelder and Company Stock Opllon ho]der as the Share
Payment shall be released from the restrictions in this paragraph (b} on the first
anniversary of the Closing Date;

(11} One-third {1/3) of the Atrium Shares issued to each T;uc‘:h Lioon Shareholder,
Management Shareholder and Company Stock Option holder as the Share
Payment shall be released from the restrictions in this pdrdgrdph (b} on the
second anniversary of the Closing Date; and

(iii) the final one-third (1/3) of the Atrium Shares issued to‘eac'h such Lioon
Shareholder, Management Shareholder and Company Stock Option holder as
the Share Payment shall be released from the restrictions i in this paragraph (b)
on the third anniversary of the Closing Date. |

|
|
d
i
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Notwithstanding the foregoing, the restrictions in this paragraph (b) shall termmate (i) as to all
Atrium Shates issued as the Share Payment upon a business combmatron between Atrium and an
unrelated third party (whether by merger, consolidation, tender offer, :,ale of substantially all of
Atrium’s stock assets) and (ii) as to all Atrium Shares issued as the Share Payment to a Lioon
Shareholder, Management Shareholder or Company Stock Option holder who is an employee of
the Company or any of its Subsidiaries, upon the death, disability or tennmatlon by the Company
or such Submdlary without “cause” of such employee or the termmauon by such employee for

*“good reason” (as defined below). With respect to clause (ii) of the forecomg sentence, in the
event that {X) L. Douglas Licon is the employec at issue, the Atrium Share% issued as the Share
Payment 10 Malliouhanna Associates L.P. shall also be released from, |rho restrictions in this
paracrmph (b) at the time the Atrium Shares held by L. Douglas LlOOﬂ are so released; and (y)
Jeffrey: D Lioon is the employee at issue, the Atrium Sharcs issued as the Share Payment to the
Jeffrey D. Lioon Revocable Trust and Lexington Drive Associates L. P shall also be released
from the restrictions in this paragraph (b) at the time the Atrium Shares held by Jeffrey D. Lioon
are so released Atrium shall cooperate in good faith with the Lioon Shareholder Management
Shareholder or Company Stock Option holder or their respective transferee as the case may be,
to deliver a written notice to Atrium’s transfer agent promptly upon the happemng of an event-
described above informing the transfer agent that such restrictions are to be released and
instructing the transfer agent to remove the above legend from the applicable share certificate(s).
For purposes of this Section {.05(b), “cause™ and “good reason” shallihave the meanings given
to them!in the employment agreement between such cmployee and the Company or any of its
Subsidiaries, or if no such employment agrecment exists at such time, then (A) “cause” shall
mean any of the following events has occurred: (1) the employee’s contrnual or deliberate
neglect-of the performance of his material duties, including the farluré to follow any lawful
dircetive of the applicable board of directors or the president of the Company which is
substantially consislent with the employee’s duties and respon%rbrlrtres (grovrded that employee
has failed to cure the same within ten (10) Business Days after wntten nolrce thereof from the
Company); (2) the employee’s failure to devote substantially all of his Workmg time 10 the
business of the Company and its Subsidiaries or Affiliated compames‘(provrded that employec
has falled to cure the same within ten (10) Business Days after written notice thereof from the
Company) (3) the employee’s engagement in misconduct in conneeuon!wrth the performance of
any of his duties, including, without limitation, the misappropriation of funds OF Securing or
attempting to Secure perqonally any profit in connection with any tranqaotron entered into on
behalf of the Company or its Subsidiaries or Affiliated companties; (4) the employec s material
breach of any confidentiality or non-disclosurc agreements with the Company, or any violation,
in any materlal respect, of any policy of the Company that is generally applicable to employees
or executive employeet; of the Company (provided that employee has tarled 10 cure the same
within ten (10) Business Days after written notice thercof from the Company) (5) the
employee s active disloyalty to the Company, including, without llmlt‘atlon ‘willfully aiding a
Lompemor or improperly disclosing materiat confidential mformalron or (6) the employee s
engaging in conduct that is reasonably likely to result in material i mey to the reputation of the
Company including conviction of, or entry of a plea of nolo contendere to, a felony or any crime
mvolvmw fraud or embezzlement under federal, state or local Laws; and (B) ‘good reason” shall
mean, without the employee’s written consent, (1) the assignment to the ‘employee of any duties
and responsibilities which are materially inconsistent with the employLe historical duties and
responsibilities; or (2) requiring the employec to perform his primary duties at a location more

, 6 i
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Agreemcnt and the Operative Agreements to which it is a party ! :
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than lhmy five (35) miles away from the location at which the employee currcntly serves,
provided that good reason shall not exist unless the Company shall halve fdlled to cure any of the
condition§ described above within ten (10) Business Days of written notlcc Irom the employee,
which such notlce being required to be given within ten (10) Business Ddys .of the occurrence of

such condmon) {

.1.06  Further Assurances; Post-Closing Cooperation. At any time or from time
to time after lhe Closing, each Seller shall execute and deliver to Purchdscr such other documents
and instruments, provide such materials and information and take such other actions as Purchaser
may reasonably request more effectively to vest title to the Shares owpcd and conveyed by such
Seller in Purchaser and, to the full extent permitted by Law, to put Purchtiser in actual possession
and control of the Shares, and otherwise to causc such Seller to fulfill its obhgat:one under this

i' |

3 ‘(a) Following the Closing, each party will afford the other party, its counsel
and its accountants during normal business hours, reasonable access to the books records and
other data relatmg to the Business or Condition of the Company in its ;possessxon with regpect to
periods pI'lOl‘ to the Closing and the right to make copies and extracts lhcrefrom to the extent that
such access may be reasonably required by the requesting party in conneclmn with (i) the
preparatlon of Tax Returns, (i1} the determination or cnforcement of nghts and obligations under
this Agrecment (iii) compliance with the requirements of any Govemmemal or Regulatory
Authority, (iv) the determination or enforcement of the rights and obhgapons of any party to this
Agreement or any of the Operative Agreements or (v) in connection wnth ‘any actual or
threatened Action or Proceeding. Further, each party agrees for a pcnod extendmg six (6) years
after the Closing Date not 1o destroy or otherwise dispose of any such lboiokﬁ records and other
data unless such party shall first offer in writing to surrender such books, records and other data
to the other party and such other party shall not agree in writing to take p posscssmn thereof during

the ten (10) day period after such offer is made. i

(b) If, in order to properly prepare its Tax Returns, Iother documents or reports
required to be filed with Governmental or Regulatory Authorities or ltb financial statements or to
fulfill its obligations hereunder, it is necessary that a party be furmshed w1thladd1t10nal
information, documents or records relating o the Business or Condition of Ihe Company not
referred to in paragraph (a) above, and such information, documents o'r records are in the
possession or control of the other party, such other party shall use its hleql efforts to furnish or
make available such information, documents or records (or copies thereol) at the recipient’s
request, cost and expense. Any information obtained by any Seller in |fmcordance with this
paragraph (b) shall be held confidential by such Seller in accordance w1lh Section 15.05.

{c) Notwithstanding anythmg to the contrary conlaqu in this Section_1.06, if
the parties are in an adversarial relationship in litigation or arbitration \Lh'e furnishing of
information, documents or records in accordance with any provision of this Section 1.06 shall be
subject to applicable rules relating to discovery. i

P :
107 Interest and Dividends Earned on Escrow Agreements. For federal

income tax purposes, any payment (0 an escrow account pursuant to the Cash Escrow Agreement

7
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15 intcnded to be a payment under the msta]lmcnt salcs rules of Code section Section 453, will be
treated by all of the parties hereto as deferred Purchase Price, and wnll be subject to imputation of
interest under Section 483 or Section 1274 of the Code.; provided, however, that consistent with
the foregoing, for all relevant tax purposes, the parties shall reat Purchaser as the owner of any
amounts that Purchaser transfers to the escrow pursuant to the Cash Escrow Agreement. To the
extent permitted under applicable Law, any items ol income earned on such escrow accounts will
be included in the gross income of Sellers. The Escrow Agent shall report any income related to
the escrow accounts to Sellers on Form 1099; provided that, in no evqnthhali the investment
earnings on the escrow accounts actually distributed to Sellers exceed an annualized yield of
twelve percent (12%). To the extent the investment income on the cscrow accounts exceeds such
amount, upon release of any funds from the Escrow Fund the amount: representmg such excess
will be paid Lo the Company. The parties hereto agree o usc their bcst éfforts to cause the
Escrow Agent to report any income related to the escrow accounts to the Sellers on Form 1099.

ARTICLE 1T i
REPRESENTATIONS AND WARRANTIES OF SELLERS ,

Each Seller severally (and not jointly, and subject to Secllon 15.16) hereby
repre:,ents and warrants, as to itself, to Purchaser as follows: | :

2.01  Organization of Seller. To the extent such Scllier 1s an entity, such Seller
is (a) duly organized, validly existing and in good standing under the Laws of the jurisdiction of
its organization and (b) has full power and authority under its cemﬁcate of formation, bylaws,
operating agreements, governing agreements or similar charter and govemmg documents to
execute and deliver this Agreement and the Opcrative Agreements to which it is a party and to
perform its obligations hereunder and thercunder and to consummate lhe transactions
contemplated hereby and thereby, including without limitation to 0wz1 ho]d, sell and transfer
(pursuant to this Agreement) the Shares. To the extent such Seller is an individual, such Seller
has full power and authority to execute and deliver this Agreement anld the Operative
Agreements to which it is a party and to perform his obligations hereunder and thercunder and to
consummate the transactions contemplated hereby and thereby, including without limitation to

~ own, hold, sell and transfer (pursuant to this Agreement) the Shares. |

2.02  Authority. The cxecution and delivery by such/Seller of this Agreement
and the Operative Agreements to which it is a party, and the performance by such Seller of its
obligations hereunder and thereunder, have been duly and validly authorlzcd by such Seller.

This Agreement has been duly and validly executed and detivered by such Seller and constitutcs,
and upon the execution and delivery by such Seller of the Operative. Agreements to which itisa
party, such Operative Agreements will constitute legal, valid and blndmg obligations of such
Seller enforcecable against such Seller in accordance with their terms, exccpt to the extent that
enforceability thereof may be limited by bankruptcy, insolvency, reorgamzatlon moratorium and
other similar Laws affecting the enforcement of creditor’s rights general!y and by general
principles of equity (regardless of whether or not enforcement is soughl in a proceeding at law or
in eqmty)
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2.03  Capital Stock. Such Seller s the record and bcncficial owner of the
Shares owned by it, free and clear of all Liens and will transfer and dehver to Purchaser at
Closing valid title to the Shares owned by it free and clear of all Liens, other than those Liens, if
any, created by Purchaser.

1

‘ 2.04  Acquisition of Atrium StockWith respect to cac‘,h Scller receiving Atrium
Shares pursuant to Section 1.03(b), such Seller is acquiring Atrium Sr‘lares at Closing as the
Share Payment for his or its own account for investment, and not with a.view to, or for resale in
connection with any distribution thereof within the meaning of the Secuntles Act. Such Seller
acknowledges that the issuance of the Atrium Shares as the Share Payment will not be registered
under the Securities Act or any state securities or blue sky Law, on the grounds that the offering
and sale of the Atrium Shares are exempt from registration pursuant t(') exceptions available
under such Laws, and that Purchaser’s reliance upon such exempuone is predicated upon such
Sellers’ representations set forth in this Agreement. Such Seller acknowledgc% and understands
that fonpurposes of United States Federal and state securities Laws, sﬂnch shares must be held for
an indefinite period of time unless they are subsequently registered under the Securities Act
and/or applicable state securities or blue sky Laws or an exemption fi r6m_ such registration is

avatlable. _ :
1

(b) Such Seller is an “accredited investor” within the mcamng of Rule 501(a)
of Regulation D promulgated under the Securities Act.

(c) With respect to each Seller receiving Atrium Shares pursuant to

Section 1.03(b), such Seller acknowledges that the Atrium Shares wnll bé subject to restrictions
on resale for a period of four (4} months and one (1} day from the Closlng Date under Canadian
securities legislation and that the certificates representing the Atrium Shares will bear a legend to
that effect, as required by Canadian securities legislation. Such Seller, acknowledges that the
Atrium Shares will be issued pursuant to a registration and prospectus|exemption under
Canadian securities legislation and that such Seller will not have certain civil recourse against
Atrium that would be available under Canadian securities legislation in the case of a distribution

of shares pursuant to a prospectus. |

2.05 No Cenflicts. The exccution and dclivery by Seller of this Agreement
does not, and the execution and delivery by such Seller of the Opemuvc Agrccments to which it
is a party, the performance by such Seller of its obligations under this Avrecment and such
Operative Agreements and the consummation of the transactions contemplated hereby and
thereby do not:

(a) conflict with or result in a violation or breach of any of the terms,
conditions or provisions of the certificate of formation, bylaws, operating agreements, governing
agreements, or similar charter or governing documents of such Seller,

(b) subject to obtaining the consents, approvals and dL[IOIlS. making the filings
and glvmg the notices disclosed in Section 2.05 of the Disclosure Schedule, conflict with or
result in‘a violation or breach of uny term or provision of any Law or Order applicable to such
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Seliler or any of its Asscts and Properties, other than those violations Pr breaches that would not
be reasonably likely to have, individually or in the aggregate, a Material Adverse Effect; or

()  except as disclosed in Section 2.05 of the Disclosure Schedule, (i} conflict
with or result in a violation or breach of, (i) constitute (with or witho:ut‘notice or lapse of time or
both) a default under, (iii) require said Seller to obtain any consent, approval or action of, make
any filing with or give any notice to any Person as a result or under [l‘;lc terms of, (iv) result in or
give to any Person any right of termination, cancellation, acceleratlon or modification in or with
respect to, (v) result in or give to any Person any additional rights or entitlement to increased,
additional, accelerated or guaranteed payments under or (vi) result in the creation or imposition
of any Lien upon such Seller or any of its respective Assets and Propemcs under, any Contract or
License to which such Seller is a party or by which any of its rcspcctlve Assets and Properties is

bound.

206 Governmental Approvals and Filings. Except as dlscloscd in Section 2.06
of the Disclosure Schedule, no consent, approval or action of, filing “'uth or notice to any
Governmental or Regulatory Authority on the part of such Seller is relqmre(l in connection with
the execution, delivery and performance of this Agreement or the Operatlve Agreements to
which it is a parly or the consummation of the transactions contemplated hereby or thereby.

ARTICLE 1T

REPRESENTATIONS AND WARRANTIES OF CERTAH\HSHAREHOLDERS

Each of the Lioon Shareholders and the T.A. Shareholder'-. qevemlly {and not
jointly, and subject to Section 15.16) hereby represents and warrants to Purchaser as follows:

{ |
301 OQOrganization of the Company. The Company is a corporation duly

organized, validly existing and in good standing under the Laws of the State of Delaware, and
has full corporate power and authority to conduct its business as and to the extent now conducted
and to own, use and lcase its Asscts and Properties. Section 3.01 of the Disclosure Schedule lists
all lincs of business in which the Company is participating or engaged. The Company is duly
qualified, licensed or admitted to do business and is in good standing in those jurisdictions
specified in Section 3.01 of the Disclosure Schedule, which are the orlllyjurnsdlcllons in which
the ownership, use or leasing of its Assets and Properties, or the conduct or nature of its business,
makes such qualification, licensing or admission necessary, except where the fatlure by the
Company and the Subsidiaries to be so qualified, licensed or '1dm1tted and in good standing
would not be reasonably likely to have, individually or in the aggregate, a Material Adverse
Effect. 'The name of each director and officer of the Company on the date hereof, and the
position with the Company held by each, are listed in Section 3.01 of the Disclosure Schedule.
Sellers have prior to the execution of this Agreement delivered to Purchaser true and complete
copies of the certificate of incorporation and bylaws of the Company as in effect on the date
hereof.

3.02 Capital Stock. The authorized, issued and oulslaﬂding capital stock of the

Compuny is as set forth on Section 3.02(i) of the Disclosure Schedule! The Shares are the only

10
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capital slock of the Company that are issued and outslandmg The Shares are duly aulhonzed
validly issued, outstanding, fully paid and nonassessable. Except for thnls Agreement and as
disclosed in Section 3.02(ii) of the Disclosure Schedule, there are no outstandmg Options with
respect’ to the Company. i

' i

3.03  Subsidiaries. Section 3.03 of the Disclosure Schedule fists the name of
each Subsidiary and all lines of business in which each Subsidiary is participating or engaged.
Each domestic Subsidiary is a corporation duly organized, validly existing and in good standing
under the Laws of its jurisdiction of incorporation identified in Section 3.03 of the Disclosure
Schedule, and Douglas Laboratories Europe B.V. is a company duly organized and validly
existing under the Laws of the Netherlands. Each Subsidiary has full corporate power and
authority to conduct its business as and to the extent now conducted and to own use and leasc 11s
Assets and Properties. Each Subsidiary is duly qualified, licensed or admlttcd to do business and
is in good standing in those jurisdictions specified in Section 3.03 of the Disclosure Schedule,
which are the only jurisdictions in which the ownership, vuse or lcasmg of such Subsidiary’s
Assets and Properties, or the conduct or nature of its business, makes such quahﬁcallon
licensing or admission necessary, except for those jurisdictions in wh%ch the failure by such
Subsidiary to be so qualified, licensed or admitted and in good standmg wolld not reasonably be
likely to have, individually or in the aggregate, a Material Adverse Effect Section 3.03 of the
Disclosure Schedule lists for each Subsidiary the amount of its authorized capital stock, the
amount of its outstanding capital stock and the record owners of such outstandmg capital stock.
Except as disclosed in Section 3.03 of the Disclosure Schedule, all of |the outstandmg shares of
capital stock of each Subsidiary have been duly authorized and validly issued, are fully paid and
nonasquSable and are owned, beneficially and of record, by the Company or Subsidiaries
wholly owned by the Company free and clear of all Liens. Excepl as ldrsulosed in Section 3.03 of
the Disclosure Schedule, there are no outstanding Options with respeth to any Subsidiary. The
name of each director and officer of each Subsidiary on the date hereof and the position with
such Subsxdlary held by each, are listed in Section 3.03 of the Disclosure Schedule. Seller has
prior to:the execution of this Agreement delivered to Purchascr true and complete copies of the
articles of incorporation and bylaws (or other comparable corporate charter documems} of each

of the Subsidiaries as in effect on the date hereof. ! :

3.04 No Conflicts. The execution and delivery by the Company of this
Agreement does not, and the execution and delivery by the Company ofithe. Opcratwc
Agreements to which it is a party, the performance by the Company of its obligations under this
Agreement and such Operative Agreements and the consummation of the transactions
Conlemplaled hereby and thereby does not: | !

(a) conflict with or result in a violation or breach of any of the terms,

conditions or provisions of the articles of incorporation or bylrllws (or other comparable
cozporate charter documents) of the Company or any Subsidiary:

(b) subject to obtaining the consents, approvals andI actions, making the filings
and giving the notices disclosed in Section 3.05 of the Disclosure Schedule, conflict with

or result in a violation or breach of any term or provision of an:y Law or Order applicable
to the Company or any Subsidiary or any of their respective Asséts and Properties; or

|
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* control of the Company or a Subsidiary. -

|
' i
“(c) except as disclosed in Section 3.04 of the Disclosure Schedule, (i) conflict
with or result in a violation or breach of, (ii) constitute (with or without notice or lapse of
time or both) a default under, (1ii) require the Company or any| S{lbmdlary to obtain any
consent, approval or action of, make any filing with or give any notice to any Person as a
resuh or under the terms of, (iv) result in or give to any Person any right of termination,
canccl]ahon acceleration or modification in or with respect to| (v) result in or give to any
Person any additional rights or entitlement to increased, addltlondl accelerated or
guaranleed payments under, or (vi} result in the creation or 1mpo~.|t10n of any Lien upon
the Company or any Subsidiary or any of their respective Assets and, .Properties under,
any Contract or License to which the Company or any Subsndlary is a party or by which
any of their respeclive Assets and Properties is bound, other than those violations,
breaches, defaults, consents, approvals, actions, filings, notlccs nghls of termination,
cancellation, acceleration, modifications or Liens that would not be reasonably likely to
have individually or in the aggregate, a Material Adverse Effect.

3.05 Governmental Approvals and Filings. Except as dlsclosed in Section 3.05
of the Disclosure Schedule, no consent, approval or action of, filing with o notlcc to any
Governmental or Regulatory Authority on the part of the Company or |‘1ny Subsmhary is required
in connection with the execution, delivery and performance of this Agrecmcnt or any of the
Operative Agreements to which it is a party or the consummation of the transactions
contemplated hereby or thereby, except for any immaterial consents, app:ovals actions, filings
or notices.

'3.06  Books and Records. The minute books and other 51m11ar records of the
Company and the Subsidiaries as madc available to Purchaser prior to the execution of this
Agreement contain a true and complete record, in all material respecls,! of all action taken ar all
meetings and by all written consents in licu of meetings of the stockho!df::rs, the boards of
directors and committees of the boards of directors of the Company and the Subsidiaries. The
stock transfer ledgers and other similar records of the Company and the Subsidiaries as made
available to Purchaser prior to the execution of this Agreement accurately reflect all record
transfers prior to the execution of this Agreement in the capital stock o‘i' lhe Company and the
Subsidiaries. Except as set forth in Section 3.06 of the Disclosure Schedule, neither the
Company nor any Subsidiary has any of its Books and Records recorded |bl0l’€d maintained,
opcrated or otherwise wholly or partly dependent upon or held by any means (including any
electronic, mechanical or photographic process, whether computerized|or not) which (including
all means of access thereto and therefrom) are not under the exclusive owncrqmp and direct

! !
l

3.07 Financial Statements. -Prior to the execution of thls Agreemcnl Sellers
have dehvered to Purchaser true and complete copies of the following Fm.mmal Statements:

l

(a) the audited consolidated balance shects of the Com’pan’y as of
September 30, 2002, 2003 and 2004, and the related andited Loﬁsolndated statements of
operations, stockholders’ equity and cash flows for each of the ﬁqcal years then ended,
together with a true and correct copy of the report on such audited information by KPMG
LLP, and all letters from such accountants with respect to the rc"sui]ts of such audits; and

12 [
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(b)  the unaudited consolidated batance sheets of the Company as of
September 30, 2005 and the related unaudited consolidated staternents of operations,
stockholders’ equity and cash flows for the portion of the fiscal year then ended.

Except as set forth in the notes thereto and as disclosed in Section 3.07 of the Disclosure
Schedule, all such Financial Statements (i) were prepared in accordance with GAAP (subject (o
normal year-end adjustments in the case of unaudited intertm Finunci;dl Statements which
adjustments, individually or in the aggregate, would not be reasonably likely to have a Materjal
Adverse Effect), (ii) fairly present, in all material respects, the consolidated financial condition
and results of operations of the Company and its consolidated Subqldlarle‘; as of the respective
dates thereof and for the respective periods covered thereby {subject to normal year-end
adjustments in the case of unaudited interim Financial Statements whlch adjustments,
individually or in the aggregate, would not be reasonably likely to havc 2 Material Adverse
Effect) and (i1i) were compiled from the Books and Records of the Company and the
Subsidiaries. The Company and the Subsidiaries have matntained thelr respective Books and
Records in a manner sufficient to permit the preparation of Financial Slatementq n accordance
with GAAP. Except for those Subsidiaries listed in Section 3.07 of the Disclosure Schedule, the
financial condition and results of operations of each Subsidiary are, and for all periods referred to
in this Section 3.07 have been, consolidated with those of the Company.

3.08  Absence of Changes. Except for the execution and dclivery of this
Agreement and the transactions to take place pursuant hereto on or prior to the Closing Date,
since the Audited Financial Statement Date there has not been any event, occurrence,
development or facts which, individually or together with other such évents OCCUITENCeEs,
developments or facts, has had or would be reasonably likely to have a Material Adverse Effect.
Without limiting the foregoing, except as disclosed in Section 3.08 of the Disclosure Schedule,
there has not occurred between the Audited Financial Statement Date and the date of this
Agreement: .

(a) any declaration, seiting aside or payment of : dn)) dividend or other
distribution in respect of the capital stock of the Company or a‘ny Subsidiary, or any
direct or indirect redemption, purchase or other acquisition by the Company or any
Subsidiary of any such capital stock of or any Option with resﬂect to the Company or any

Subsidiary; |

(b) other than as contemplated in Article X, any authonzauon issuance, sale
or other disposition by the Company or any Subsidiary of any shates of capital stock of or
Option with respect to the Company or any Subsidiary, or any 'material modification or
amendment of any right of any holder of any outstanding shares of capital stock of or
Option with respect to the Company or any Subsidiary, with the exception of the
acceleration of certain Options porsuant to their terms as described in Section 3.08 of the
Disclosure Schedule;

. . . i . -
{c) (1) any increase in the salary, wages or other compensation of any officer,
employee or consultant of the Company or any Subsidiary cxcluding any increase of less
than $5,000 made in the ordinary course of business consistent; with past practice, (ii) any
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establishment or modification of (A) targets, goals, pools or slimilar' provisions in respect

of any fiscal year under any Benefit Plan, employment—re]utecll Contract or other
employee compensation arrangement or (B) salary ranges, increase guidclines or similar
provisions in respect of any Benefit Plan, employment-related Contract or other
employee compensation arrangemient, in cach case other than!in the ordinary course of
busincss consistent with past practice, (iit) any grant of severance or termination pay to

any current or former director, officer, employec or consulmn[t of the Company or any
Subsidiary or (iv} any adoption, entering into or becoming bound by any Benefit Plan,
employment-related Contract or collective bargaining agrccmcnt or amendment,

“modification or termination {parttal or complete) of any Benefit Plan, employment-
‘related Contract or collective bargaining agreement, except to the extent required by
-applicable Law;

{(d) (1} any incurrence by the Company or any Subsidiary of Indebtedness in

an aggregate principal amount exceeding $100,000 (nct of an)D amounts discharged

during such period); or (i) any voluntary purchase, canccllatlon prepayment or complete
or partial discharge in advance of a scheduled payment date with respecl to, or waiver of

"any right of the Company or any Subsidiary under, any Indebtedness of or owing to the
Company or any Subsidiary which excecds $10,000 on an md1v1dual basm or $100,000
‘on an aggregate basis;

(e) any physical damage, destruction or other casulalt'y Loss (whether or not
covered by insurance) affecting any of the plant, real or pemonal property or cquipment
of the Company or any Subsidiary in an aggregate amount exceedmg $25,000;

(f) any material change in (x) any pricing, investment, accounting, financial
1epomng, inventory, credit, allowance or Tax practice or pohc{y of the Company or any
Subsidiary, or (y) any method of calculating any bad debt, contmgcncy or other reserve
of the Company or any Subsidiary for accounting, financial reporting or Tax purposes, or
any change in the fiscal year of the Company or any Subsidiary;

(g) any write-ofl or write-down of or any determination to write off or write
down any of the Asscts and Properties of the Company or any ‘Subﬁldlaly 1n an aggregate
amount exceeding $25,000;

(h) any acquisition or disposition of, or incurrence of a Lien (other than a
Permitted Lien) on, any Assets and Properties of the Company or any Subsidiary, other
than in the ordinary course of business consisient with past practice;

(1) any (x) amendment of the certificate or articles ‘of;inc()rporation or by-
Laws (or other comparable corporate charter documents) of the Company or any
Subsidiary, (y) recapitalization, reorganization, liquidation or dissolution of the Company
or any Substdiary or (z) merger or other business combination involving the Company or
ziny Subsidiary and any other Person;

() any entering into, amendment, modiftcation, Lc,r‘minati'on (partial or
complete) or granting of & waiver under or giving any consent with respecl to (i) any
14




Contract which is required (or had it been in effect on the date hereof would have been
required) to be disclosed in the Disclosure Schedule pursuant {0 Scction 3.17(a) or
(ii) any material License, as set forth in Section 3.18 of the Disclosure Schedule held by

the Company or any Subsidiary; L

(k) any capital expenditures or commitments for adchnons to property, plamnt
or equipment of the Company and the Subsidiaries constlmtlm, Ldpltal assels in an
aggregate amount exceeding $100,000; } b

(H any commencement or termination by the Com.pany or any Subsidiary of
any line of business; [

(m) any transaction by the Company or any Subsidiary with any Seller or with
any officer, director or Affiliate (other than the Company or any Subsidiary) of any Seller
(1) outside the ordinary course of business consistent with past{practice or (ii) other than
on an arm’s-length basis, other than pursuant to any Contract in effect on the Audited
Financial Statement Date and disclosed pursuant to Section 3. i_'?(_a)(viii) of the Disclosure
Schedule;

(n)  any making of any loan, advance or capital contribution to or investment
in any Person other than (i} loans, advances, or capital COD[I‘lbl!lllOI'lS to or investments in
wholly owned Subsidiaries or (ii) customary travel and similar advances for business
purposes, in each case made in the ordinary course of business consnstem with past
practice;

(0) any entering into of a Contract to do or engage in any of the foregoing
after the date hereof; or

(p) any other material transaction involving the Company or any Subsidiary
outside the ordinary course of business consistent with past practice.

3.0%9  No Undisclosed Liabilitics. Except as reflected|or, reserved against in the
balance sheet included in the Audited Financial Statements or in the notes thereto or as disclosed
in Section 3.09 of the Disclosure Schedule, there are no Liabilities agalinst, relating to or
affecting the Company or any Subsidiary or any of their respective Aqsl;e{s and Properties which
would be required to be inctuded on a balance sheet or notes thereto prepar ed mn accordance with
GAAP, other than Liabilities incurred in the ordinary course of buschq conststent with past
practice.

3.10  Taxes. Except as set forth in Scction 3.10 of the Disclosure Schedule,
I
(a) The Company (and each Subsidiary) has filed aIl income Tax Returns and
all other material Tax Returns required to be filed by applicable Law praor to the date hereof. All
Tax Retumns were (and, as to Tax Returns not filed as of the date hereof, wilt be) filed on a
timely basis, and the Company (and each Subsidiary) has paid all Taxe!s due from the Company
{or any Subsidiary) for the periods covered by the Tax Returns except Wh;t_:re the failure to file

y i
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Tax Returns or pay Taxes would not be reasonably likely to have, individually or in the
aggregate, a Material Adverse Effect.

(b) No jurisdiction (whether within or outside of the United States) in which
the Company (or any Subsidiary) has not filed a specific Tax Return has-asserted in writing that
the Company (or such Subsidiary) is required to file such Tax Return| In such jurisdiction.
Section 3.10 of the Disclosure Schedule lists all statcs and nations in which the Company or any
Subsidiary files any Tax Returns and indicates in the case of income or franchise Tax filings

- . . R
whether such filings are made on a consolidated, combined or unitary basts.
i |

(c) The Company (and cach Subsidiary) has establ‘lshed on its Books and
Rccmds reserves adequate to pay all material Taxes not yet due and payable.

(d) There are no Tax Liens upon the assets of the Company (or any
Subbldmry) except Liens for Taxes not yet due and payable.

(e) The Company (and each Subsidiary) has wnthhi:ld and paid all Taxes
required to have been withheld and paid in connection with any amounts paid or owing to any
employee, independent contractor, creditor, stockholder or other third party other than those
Taxes, the failure of which to be withheld or to be paid would not be reasonably likely to have,
individually or in the aggregate, a Material Adverse Effect.

(H) For any period beginning after December 31, 2000 neither the Company
nor any Subsidiary has requested any extension of time within which to file any Tax Retumn.

(g) Neither the Company nor any Subsidiary has waived any statute of
limitations for any income Taxes or income Tax Returns. ,

{h) No deficiency for any Taxes has been asserted or asswsed n writing
against the Company (or any Subsidiary); L

(1) No audits or other administrative proceedings or court proceedings are
presently pending or asserted in writing with regard to any Taxes or Tax Returns of the Company
(or any Subsidiary); =

i
() The Company has made available to Purchaser 'all Tax Returns filed by or
on behalf of the Company (and each Subsidiary) for all Taxable years{beginning after December
31, 2000 and ending on or prior to the Closing Date;

(k) No agreement as to payment of Taxcs exists betwcen the Company, any
Subsidiary and any other Person, including pursuant to any Tax sharin g agreement. Neither the
Company nor any Subsidiary has any Liability for Taxes of any Person under Treasury

Regulation 1.1502-6 (or any sinular provision of any state, local or forelgn Law), or as a

transferee or successor, or by Contract or otherwise.

) No property of the Company (or any bub‘;ndmry) is property that is or will
be required to be treated as being owned by another Person pursuant lo the provisions of Code

16 i
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section 168(f)(8) (as in eftect prior to its amendmenl by the Tax Reform Act of 1986) or is “Tax-
exempt use property” or “Tax-exempt bond financed property” within tpe meaning of Code
section 168; .

; .
! )
T

(m)  Neither the Company nor any Subsidiary 1s requnred to include in income
for any taxable period ending after the Closing Date any amounts resultlng from (i) a change in
method of accounting for a taxable period ending on or prior to the Closing Date or (i) an
installment qalc or open transaction disposition made on or prior o the Cloqmo Date.

‘i (n) Neither the Company nor any Subsidiary is or has been a “distributing
corporation” or a “controlled corporation” within the meaning of Code sccnon 355.
: | !

(0) Neither the Company nor any Subsidiary is a partner in a partnership (or
an cquity holder in any cntity treated as a partnership for federal, state or forelgn income Tax
purpoch) ;

I
. {p) Neither the Company nor any Subsidiary 1s a parlt}' to‘ any agreement,
Contract, or arrangement that would result, separately or in the aggregate in the payment of any

“excess parachute payments” within the meaning of Code section 280G;
|

(@) The Company is not a United States seal propcrty holdmg corporation
within lhe mcanmg of Code section 897(c)(2). I !

() Neither the Company nor any Subsidiary has engagcd in any transaction
or taken any position on a Tax Return that could give rise to a‘substantlal understatement
of federal income Tax within the meaning of Code section 6662 |i Nelther the Company
nor any Subsidiary has engaged in any reportable transactions that were required to be
dlsclosed pursuant to Treasury Regulation section 1.6011-4. |‘ |
‘ I

"(s) There are no outstanding extensions of statutes ol"limlitations concerning
any Tax with respect to the Company or any Subsidiary. L

) No power of attorney currently in force has been gran'tecl by the Company
or any Subsidiary concerning any Tax matter. b

() Neither the Company nor any Subsidiary has received any written ruling
of a Taxing Authority relating to Taxes, or any other written or levally binding agreemcnt
with a Taxing Authority relating to Taxes that could affect a taxable pertod of the
‘Company or any Subsidiary ending after the Closing Date. .
3.11 Legal Proceedings. Except as disclosed in Section 3.11 of the Disclosure

Schedule (with paragraph references corresponding to those set forth below):
. I

‘(a) there are no Actions or Proceedings pending or to the Knowledge of the
LIOOH Shareholders and the T.A. Shareholders, threatened in wrmng :against the
Company or any Subsidiary or any of the current or former d;rjecmr‘; or officers of the
Company or any Subsidiary arising out of or involving their actions and omissions while

b7 !
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' iserving in such office which (1) would be reasonably likely to result in the issuance of an
'Order restraining, enjoining, altering, materially delaying or otherwise prohibiting or
making illegal the consummation of any of the transactions comemplated by this
Agreement or any of the Operative Agreements or (i) if determmed adversely to any
Seller, the Company or a Subsidiary, would be reasonably likely to result in (x) any
injunction or other equitable relief against the Company or any SubSididry that would
interfere in any material respect with its business or opcratlons oIr (y) a Material Adverse

, Effect, either individually or in the aggregate with other such Acitions or Proceedings;

(b) to the Knowledge of the Lioon Shareholders and the T A. Shareholders,
lherc are no facts or circumstances that would be reasonably hkely to give rise to or serve
as a basis for any Action or Proceeding that would be requlred to be disclosed pursuant to
clause {a) above; )

(c) there are no Orders outstanding against thc Company or any Subsidiary;

(d) there are no Orders outstanding against any of the current or former
directors or officers of the Company or any Subsidiary ansmgl out of or involving their

actions and omissions while serving in such capacity; and

(e) there are no claims pending against the Company or any of its Subsidiaries
with respect 1o which any present or former director, officer, employee Affiliate,
fiduciary or agent of the Company and its Subsidiaries is curre'nt]y seeking
indemnification from the Company or any of its Subsidiaries pursuant to the articles,
bylaws or written agreements described in Section 6.01(a) and‘ to the Knowledge of the
Lioon Shareholders and the T.A. Sharcholders, except as set forth in Section 3.1 [(e) of
the Disclosure Schedule, there are no facts or circumstances that would be reasonably

likely to give rise to or serve as a basis for any such claim. :

!
b

Prior to the execution of this Agreement, Sellers have delivered to Purchaser copies of all
pteadings, correspondence and other documents, and all responses of counsel for the Company
and the Subsidiaries to auditors’ requests for information delivered in ‘connecnon with the
Audited Financial Statements (together with any updatcs provided by c;uch counsel), in cach case
regarding Actions or Proceedings pending or, to the Knowledge of the LlDOI’l Shareholders and

the T.A. Sharcholders, threatened in writing against the Company or a}ny Subs1d1ary

3.12  Compliance With Laws and Orders. Except as dlsclosed in Section 3.12
of the Disclosure Schedule, (a) neither the Company nor any Subsmhary is or has at any time
within the last four (4) years been, or has received any written notice 1hal it is or has at any time
within the last four (4) years been, in violation of or in default under, m any material respect, any
Law or Order applicable to the Company or any Subsidiary or any of thelr respective Assets and
Properties, other than those violations or defaults that would not be lcasonably likely to have,
individually or.in the aggregate, a Material Adverse Effect and (b) to the' Know]edgc of the
Lioon Shareholders and the T.A. Shareholders, neither the Company nbr any Subsidiary is under
1nveqtloanon with respect to nor has been threatened in writing to be chdrged with any Law or
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Order apphcdble to the Company or any Subsidiary or any of their respecuve Assets or
Properties.

- 3.13 Benefit Plans; ERISA.

(a) Scction 3.13(a} of the Disclosure Schedule (i) contams a truc and complete
list of each Benefit Plan, (ii) identifies each Benefit Plan that is a Quallﬂcd Plan, (iit) identifies
each Benefit Plan that at any time during the five-year period prec.edmg the date of this
Agreement was a Defined Bencfit Plan and (iv) lists each other Plan r‘namtamed cstablished,
sponsoied or contributed to by an ERISA Affiliate, or any prede(.ebbogr thereof, which, during the
five-year period preceding the date of this Agreement, was at any time a Defined Benefit Plan,
No Beq'eﬁt Plan is a defined benefit pension plan, as defined in Sectio’in 3(2) of ERISA. Except
as disclosed in Section 3.13(a) of the Disclosure Schedule, no loan is outstanding between the
Company or any Subsidiary and any current or former employee thereof.

(b) Complete and correct copies of the following dbcuments have been
furnished to Purchaser prior to the execution of this Agreement: (i) any written Benefit Plans (or
a summary of unwritten Benefit Plans), any related trust agreements, and service provider
agreements, insurance Contracts or agreemcents with investment managers, including without
limitation, all amendments thereto, (ii} current summary plan descriptions of each Benefit Plan
subject to ERISA, and any similar descriptions of all other Benefit Plans {1i1) the two most
recent Forms 5500 and Schedules thercto for each Benefit Plan subjcct to ERISA reporting
requirements, (iv) the most recent determination or opinion of the IRS: with respect to each
Qualified Plan, (v) the most recent Financial Statements prepared with respect to any Benefit
Plan and (vi) the most recent actuoarial report of the qualified actuary of any Benefit Plan with
respect to which actuarial valuations are conducted. .

H

{) Each of the Benefit Plans is, and its operation ax;ld’adthinistraiion is, in all
malerial respects in compliance with, and neither the Company nor any Subsidiary has received
any claim or notice that any such Benefit Plan is not in compliance with, all applicable Laws and
Orders and prohibited transactions exemptions, Each Qualified Plan has received an IRS
determination letter that the written form of the Qualified Plan meets [he qualification
requirements of Section 401(a) of the Code or is established pursuant fo a prototype plan that is
the subject of an opinion letter from the IRS that the form of pmlm'y]:)e| plan meets the
qualification requirements of Section 401(a) of the Cede and, to the Knowledge of the Lioon
Shareholders and-the T.A. Shareholders, nothing has occurred since thc issuance of such letter
that adversely affects such Qualified Plan’s qualified status under SEL[I()D 401(a) of the Code.
Each Benefit Plan intended to provide for the deferral of income, the reductlon of salary or other
compensation or to afford other Tax benefits complies with.the rcqmrcmems of the applicable
provisions of the Code or other Laws required in order to provide such| Tax benefits,

(d) Neither the Company nor any Subsidiary is in default in performing any of
its contractual obligations under any of the Benefit Plans or any related trust agrecment or
insurance contract, exchuding dcfaults that would not be reasconably llkely to have, individuaily
orin the aggregate, a Material Adverse Effect. All contributions and other payments required to
be made to any Benefit Plan with respect to any period ending before otr on the Closing Date
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have bccn made or reserves adequate for such conlubunom or other pd)i/mcnts have been or will
be sel aside therefor and have been or will be reflected in Financial Statemcntq in accordance
with GAAP There are no outstanding Liabilities of, or related to, any Bencﬁl Plan, other than
(i) erb_llltles: for benefits to be paid in the ordinary course to partmp;lmtls in such Benefit Plan
and their beneficiaries in accordance with the terms of such Benefit Plan, (i1) Liabilities incurred
in the ordinary course for ancillary administrative or management services and (iit) Liabilities
that would not be reasonably likely to have, individually or in the aggregale a Material Adverse

Effect i P

1

i' (e) No event has occurred, and there exists no condition or set of
circurnstances in connection with any Benelit Plan, under which the Company or any Subsidiary,
directly or indirectly (through any indemnification agreement or otherwise), could reasonably be
expected to be subject to any risk of Liability under ERISA, the CoclcL olr any other applicable
Law other than (i) Liabilities for benefits or ancillary administrative or management services
incurred in the ordinary course or (ii) Liabilities that would not be rea'sonably likely to have,
individually or in the aggregate, a Material Adverse Effect. There arel nci> pendmg or, 1o the
Knowledge of the Lioon Shareholders and the T.A. Sharcholders, thrcatened claims or
investigations related to any Benefit Plan, nor to the Knowledge of thé Lioon Shareholders and
the T.A. Shareholdcrs, is there any basis for such a claim or mvcstlgatlon excluding, in each
case, claims or investigations that, if resolved adverscly to the Company, would not be
rcasonabiy hkely to have, individually or in the aggrcgate, a Material Advers; Effect,

(f) Except as disclosed in Section 3.13(f} of the Dlsc]owrc Schedule, (i) no
benelit under any Bencfit Plan or other plan, program or arrangement, \mcludmg, without
llmltduon any severance or parachute payment plan or agreement, will bc established or become
accelerated, vested, funded or payable by reason of any transaction contemplated under this
Agreement and neither the Company nor any Subsidiary is required to pay amounts paid with
respect to any tax imposed under Section 4999 or Section 409A of the Code by reason of any
transaction con[emphted under this Agreement and (ii) neither the Compdny nor any Subsidiary
has incurred any obligation to make (or possibly mdke) any payments that (A) will be non-
deductible undcr, or would otherwise constitute a “parachute payment’ within the meaning of,
Section 280G of the Code (or any corresponding provision of state, focalior foreign income Tax
Law) or (B) aré or may be subject to the imposition of an excise Tax uhder Section 4999 of the
Code. :

(g) Except as disclosed in Section 3.13(g) of the Disclio";u‘re Schedule, no

Benefit Plan provides welfare coverage that cxtends after the tcrmmatlon ‘of emp[oyrm,nl other
than for continued coverage provided pursuant to the requirements of Section 49808 of the Code
or other stmilar provision of state Law. Except as disclosed in Section|3.13(g) of the Disclosure

- Schedule, any Benefit Plan listed in Section 3.13(g) of the Disclosure Schedule may be amended,
modified or terminated on the Closing without material liability (other than liabilities for benefits
incurred in the ordinary course prior to such amendment, modification lor termination).

(h) No Benefit Plan covers or provides benefits to any cuuem or former
employee on accord of employment outside the United States.
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3.14 Real Property.

' (a) Section 3.14(a) of the Disclosure Schedule conlalm a true and correct list
of (1) each parcel of real property owned by the Company or any Subsndlary, (it) each parcel of
real property leased by the Company or any Subsidiary (as lessor or lessee) and (11} all Liens
(other than Permitted Liens) relating Lo or affecting any parcel of real property referred to in
clausc (i) of this paragraph (a). 1

[(s)] Except as disclosed in Section 3.14(a) of the Disclosure Schedule, the
Company or a Subsidiary has good and marketable, indefeasible, fee stmple title to cach parcel
of real property owned by it, free and clear of all Liens other than Permitted Liens. Except for
the real property leased to others referred to in clause (ii) of paragraph (a) above, the Company
ora Submdmry is in possession of each parcel of real property owned by it, together with all
btldings, structures, facilities, fixtures and other improvements thcreon The Company and the
Subsidiaries have adequate rights of tngress and egress with respect to the real property listed in

Section 3. 14(a) of the Disclosure Schedule and all buildings, Structure% facilities, fixtures and

other improvements thereon. With respect to the real property owned by the Company or a
Subsidiary and, to the Knowledge of the Lioon Shareholders and the T A. Shareholders, the real
property leased by the Company or any Subsidiary, nonc of such real property, buildings,
structures, facitities, fixtures or other improvements, or the use thercof, contravenes or violates
any building, zoning, administrative, occupational safety and health or other applicable Law
(whcther or not permitted on the basis of prior nonconforming use, wawer Or variance), except
for such contraventions or violations that are not reasonably likely to have 1nd1v1dually orin the
aggregate, a Material Adverse Effect. E

(c) The Company or a Subsidiary has a valid and subsnstmg leasehold estate
in and the right to quiet enjoyment of the real properties leased by it for the full termn of the lease
thereof.. Each lease referred to in clause (it} of paragraph (a) above is a lcgdl valid and binding
agreement, enforceable in accordance with its terms, of the Company or a Subsidiary and, to the
Knowledge of the Lioon Shareholders and the T.A. Shareholders, of each other Person that is
party thereto, except to the extent thal enforceability thereof may be limited by bankrupicy,
insolvency, reorganization, moratorium and other similar Laws affecting the enforcement of
creditor’s rights generally and by general principles of equity (regardless of whether or not
enforcement is sought in a proceeding at law or in equity). Except as ?et forth in Section 3.14(c)
of the Disclosure Schedule, (i) neither the Company nor any Subsidiary has received writlen
notice of any default (or any condition or event which, afler notice or Iapse of time or both,
would constitute a default) thereunder, (ii) ncither the Company nor any Subsidiary is in default
thereunder and, to the Knowledge of the Lioon Shareholders and the T.A. Shareholders, no other
Person that is a party thereto is in default thereunder-and (iii) to the Knlowledge of the Lioon
Shareholders and the T.A. Shareholders, no condition or event that has.; occurred which, after
notice or lapse of time or both, would constitute a default thereunder, ip each case except for
those defaults that are not reasonably likely to have, individually or in the aggregdle a Material

Adverse Effect. i

: . I . ..
(d) Sellers have delivered to Purchaser prior to the execution of this
. . ! .
Agreement true and complete copies of (i) all deeds, leases, and mortgages, and to the extent in
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the possession of the Company or any of its Subsidiaries or reasonably avaitable to the
Company, all deeds of trust, certificates of occupancy, title ins:.lrdncclpolicies title reports and
surveys, and all amendments thereof, with respect to the real properly owned by the Company
and the Subsidiaries, and (i) all leases (including any amendments dnd reneéwal letters) and, to
the extent reasonably available, all other documents referred to in clauqc (i) of this paragraph (d)
wilh respect to the rcal property leased by the Company and the Sl.leldlle’leb

(e) Except as disclosed in Section 3. 14(g) of the Disclosure Schedule, na
tenant or other party in possession of any of the real properties owneq by the Company and the
Subsidiaries, has any right o purchase, or holds any right of first refusal to purchase, such

prope rties. f

Except as disclosed in Section 3.14(f) of the Disclosure Schedule, lhe!improvemenls on the real
property identified in Section 3.14(a) of the Disclosure Schedule are in generally good operating
conditton and in a state of good maintenance and repair, ordinary wea‘r and tear excepted, are
adequate and suitable for the purposes for which they are presently bcmg used and there are no
condemnation or appropriation proceedings pending or to the Knowledge of the Lioon
Sharcholders and the T.A. Shareholders, threatened against any of such real property or the
improvements thereon. With respect to the real property owned by the Company or a Subsidiary
and, to the Knowledge of the Lioon Shareholders and the T.A. Shareholders the real property
leased by the Compdny or any Subsidiary, there are no developments Idffec:l"mg any of such real
property that are pending or threatened in writing which would be tedsondb[y likely to materially
interfere with any present or intended use thereof.

3.15 Tangible Personal Property: Investment Assets.

(@) The Company or a Subsidiary is in possession of and has good litle to, or
has valid leasehold interests in or valid rights under Contract to use, all tangible personal
property used in or reasonably necessary for the conduct of their business, including all tangible
personal property reflected on the balance sheet included ir the Undudued Financial Statements
and tangible personal property acquired since the Unaudited Financial|Statement Date other than
property disposed of since such date in the ordinary course of business consistent with past
practice. All such tangible personal property is frec and clear of all Li;:ns, other than Permitted
Licns and Liens disclosed in Section 3.15(a) of the Disclosure Schedule, and is in generally good

working order and condition, ordinary wear and tear excepted, and its Iu‘;c complies with all
applicable Laws, other than those Laws where such failure to comply thcrew:th wotld not be
reasonably likely to have, individually or in the aggregate, 2 Material Adverqe Effect.

(b) Section 3.15(b) of the Disclosure Schedulg descnbes each Investment
Asset owned by the Company or any Subsidiary on the date hereof. Fxcept as disclosed in
Section 3.15(b) of the Disclosure Schedule, all such Investment Assetq are owned by the
Company or a Subsidiary free and clear of all Liens other than Permitted Liens.

3.16 Intgllectual Property Rights.

{a) Other than any Liens disclosed in Section 3.16(a) of ihe Disclosure
Schedule, neither the Company nor any Subsidiary has granted any Lien (other than Permitted
22
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Liens):in any Company Intellectual Property that it (i) owns or (ii} otheiﬁviét. has the right to use
pursuant to a valid written License, sublicense or other Contract. Thc COmpdny Intellectual
Property is all the Intetlectual Property that is necessary for the 0peratlon of the Company’s and
the Subsidiaries’ businesses as currently conducted and as conlempldted to be conducted.

t (b)  Section 3.16(b) of the Disclosure Schedule sets ﬁlarth a true and complete
list of all reglstratlom issuances and applications for any Company lntellectual Property that is
owned by the Company or any of its Subsidiarics, as well as a list of all malenal unregistered
Trademarks and Copyrights owned by the Company or any of the Subsndlanes specifying as to
cach item, as applicable (i) the nature of such item, including the tltle (ii) the owner of such
itemn, (111) the jurisdictions in which such item is issued or registered or m Wthh an application
fori 1ssudnce or registration has been filed, and (iv) the issuance, reglsuatlon or application
numbers and dates with respect to such item. There is no pending or,!to the Knowledge of the
Lioon Shareholders and the T.A. Shareholders, threatened opposmon mtf:rference or
cancellauon proceeding before any court or registration authority in alny JurlSdIClIOI‘l against the
reglstratlons and applications listed in Section 3.16(b) of the Dnclosure|Schcdulc or, to the
Knowlcdgc of the Lioon Shareholders and the T.A. Shareholders, agamst any other Company
lntellectual Property that is owned by the Company or any of the Subsudmnes All Company
lntelicctual Property that is owned by the Company or any of the Submdtanes and that has been
issued by, or registered or the subject of an application filed with, as appllcablc the United
States Patent and Trademark Office, the United States Copyright Office! jor dny similar office or
agency'anywhere in the world, has been duly maintained (including the ] paymcnt of maintenance
fees) and is not expired, cancclled or abandoned, except for such i lssuances registrations or
appllcanom that the Company or a Subsidiary has permitted to cxplre or has cancelled or
abandoned in its reasonable business judgment and which are not nccessary for the operation of
the Company’s the Subsidiarics’ businesses as currently conducted. l

(c) Section 3.16(¢) of the Disclosure Schedule sets forth a true and compiete
list of all material Company IP Licenses the subject matter of which is 1ncluded in the Company
Intellectual Property, including the name of each party to such agrcernent under which the
Company or any Subsidiary is a (x) licensor, or {y) licensee, dlstrlbuml or rescller. All of the
Company IP Licenses referred 10 in the preceding sentence are in full force and effect and
bindingiupon the Company or such Subsidiary, as the case may be, anld to the Knowledge of the
Licon Shcll‘@h()ldﬁl"% and the T.A. Sharcholders, the other parties thereto tn accordance with their
terms, except to the extent that enforceability thereof may be limited by bankruptcy, insolvency,
rcorganization, moratorium and other similar Laws affecting the cnforlcemcnt of creditors’ rights
generally und by general prmc1p]e§ of equity (regardless of whether or not enforcement is sought
in a proceedmg at law or in equnly) ! |

! ' ! -

(d) -The Trademarkq nwned by the Company are valld and enforceable. To
the Knowledge of the Lioon Shareholders and the T.A. Shareholders, f:dCh of the Company and
the Subsidiarics has taken reasonably necessary actions to maintain an'd prot(.ct each item of
Company Intellectual Property owned or purported to be owned by thém‘ excepl in the case of
any such Company Intellectual Property that the Company or a Subﬂudlarv has permitied to
expire or has cancelled, abandoned or otherwise failed to maintain or prolecl in tts reasonable

i
busmess)udomunt and which are not necessary for the operation of the Comp'my $ the
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Subsndlancq ‘businesses as currently conducted.. Each of the Company and the Subsidiaries has
taken reasonable precautions to protect the confidentiality of its Trade Sccrctq

: (e) All Company Intellectual Property owned or purportcd to be owned by the
Company was created by employees within the scope of their cmp]oyment by independent
contractors as work-made-for-hire or by third parties who have asmgnled all'of their rights therein
pursuant to a written agreement. No present or past employee, ofﬁcer or consultant of the
Company or any Subsidiary or any other Person who developed any part of,any product of the
Company or any Subsidiary owns any rights in or to any of the Company lntellectual Property
purportcd to be owned by the Company or any Subsidiary. To the Knowlcdge of the Lioon
Shareholders and the T.A. Shareholders, no employee or consullant of the Company or any
Subsrdmry is in violation of any term of any employment agreement, :conﬁdcntlallty agreement,
patent or invention disclosurc agreement or other Contract relating to the relationship of such
employee or consultant with the Company or any Subsidiary or any prior employer or client, as

the case may be.

() Neither the Company Intellectual Property owned or purported to be
owned by the Company or any Subsidiary, nor the operation of the business of the Company or
any Subsidiary as currently conducted, nor any product manutac.[ured‘by the Company or any
Subqnduary and sold to any Person, nor any activity of the Company orany Subbldlary, nor to the
Knowledge of the T.A. Sharcholders and the Lioon Shareholders, the Comp.my Intellectual
Property licensed by the Company or any Subsidiary, infringes upon, mlsappropnales or
othemlse violates, nor within the previous five (5) ycars has infringed upon, misappropriated or
otherwise violated, any Intellectual Property rights ol any Person, other than the rights of any
Person under any patent; and to the Knowledge of the Lioon Shﬂl’t,h()lldﬁ'}‘ﬁ and the T.A.
Shareholders, neither the Company Inteliectual Property owned or purported to be owned by the
Company or any Subsidiary, nor the operation of the business of the Compnny or any Subsidiary
as currently conducted, nor any product manufactured by the Company or dny Subsidiary and
sold to any Person, nor any activity of the Company or any Submdnary, nor to the Knowledge of
the Lioon Shareholders and the T.A. Shareholders, the Company Intellectual Property licensed
by the Company or any Subsidiary, infringes upon, misappropriates or olherwise violates, nor
within the previous five (5) years has infringed upon, misappropriated orf otherwn;e violated, any
rights of any Person under any patent. |

. (g) Except as set forth in Section 3.16(g) of the Disclosure Schedule, to the
Knowledge of the Lioon Shareholders and the T.A. Shareholders, no Person is engaging in any
activity that infringes, violates or misappropriates the Company Inlelleuunl Property owned by
the Company or any Subsidiary.

(h) ‘ Except as sct forth in Section 3.16(h) of the Disclosure Schedule, neither
the Company nor any Subsidiary is a party to or bound by any license pr'othér Contract rclating
to any Company Intellectual Property requiring the payment by the Company or such Subsidiary

of any royalty or license payment other than one-time upfront fecs alre'ady pallid.
' ' i

() Section 3.16(i) of the Disclosure Schedule sets forth HY true and complete
list on all Software used by the Company and the Subsidiaries. Neither the Company nor any
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1

Subsidiary is in material breach of any Contract in respect of the Company Intellectual Property
and, to the Knowledge of the Lioon Shareholders and the T.A. Shareholders, there exists no
material breach by any other party thereto. l

b

: (a) Section 3.17(u) of the Disclosure Schedule (with baragraph references
corresponding to those set forth below) contains a true and complete lii‘;t of each of the following
currently effective Contracts or other arrangements (true and complete copies or, if none,
reasonably complete and accurate written descriptions of which, Logether with all amendments
and supplements thereto and all matcrial waivers of any terms thereof have been made available
to'Purchaser prior to the execution of this Agreement), to which the Company or any Subsidiary

isa pdrty

3.17 Contracts.

(i) (A) all Contracts (excluding Benefit Plans) providing for 2 commitment of
employment (other than at-will employment) or consultation servu.es for a specified or
unspecified term or otherwise relating to employment or the telrmmatlon of employment,
the name, position and rate of compensation of each Person party to such a Contract and
the expiration date of each such Contract and (B) any written or unwritten
representations, commitments, promises, communications or courses of conduct
(excluding Benefit Plans and any such Contracts referred to in clause (A)) involving an
obligation of the Company or any Subsidiary (0 make paymen[s in any year, other than
with respect to salary or incentive compensation payments in the ordinary course of
business, to any employee cxceeding $5,000 or any group of employeeb exceeding
$25,000 in the aggregate;

(ii) all Contracts with any Person containing any provmon or covenant
prohibiting or limiting the ability of the Company or any Subsndlary to engage in any
business activity or compete with any Person or, to the Knowledgc of the Lioon
Sharcholders and the T.A. Shareholders, prohibiting or lumtm}, the ability of any Person
to compete with the Company or any Subsidiary;

(i) all partnership, joint venture or shareholders’ Coint_racts with any Person;

(iv)  all Contracts rclating to Indebtedness of the Con‘llpany or any Subsidiary in

excess of $10,000 or to preferred stock issued by the Cnmpanyior any Subsidiary;

o | .
(v) all supply Contracts, manufacturing Contracts, sales or agency Contracts,
and all Contracts with distributors, dealers, manufacturer’s sales representdtlves or
similar agreements;

(vi) all options, licenscs or franchises; ' |

(vii}  all Contracts (other than Contracts that are not material) refating to (A) the
future disposition or acquisition of any Assels and Properties, other than dispositions or
acquisitions in the ordinary course of business consistent with past practice and (B) any
merger or other business combination of or with the Company in the past eight (8) years;
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{vm) all Contracts between or among the Company or any ‘Subsidiary, on the
.one hand, and any Seiler or any officer, director or any Affiliate (in each case, other than
“the Company or any Subsidiary) of any Seller, on the other hdlnd (provided, that with
respect to any Affiliate of a T.A. Shareholder, this Section 3. l!’l(ﬁ)(vm) shall be limited to
the Knpwledgc of the T.A. Sharcholders and the Lioon Shar chollders),

"(ix)  all collective bargaining or similar labor Contracts;

(x)  all Contracts that (A) limit or contain restrictions on the ability of the
Company or any Subsidiary to declare or pay dividends on, to im'a:ke any other
distribution in respect of or to issue or purchase, redeem or otherwise acquire its capital
stock, to incur Indebledness, to incur or suffer to exist any Lle}ll to change the lines of
business in which it participates or engages or to engage in any business combination or
(B) require the Company or any Subsidiary to maintain specified fmancml ratios or levels
of net worth or other indicia of financial condition; |

(xi)  all Contracts including an obligation of the Corpp%fny or any Subsidiary to
mdemmfy the counterparty or a third party or an obligation of the counterpany to
mdemmfy the Company or any Subsidiary;

. (xi1) all other Contracts between or among the Company or any of the
Subsidiaries, on the one hand, and any ofticer, director or Afﬁlnte (other than the
Company or any of its Subsidiaries} of the Company, on the other hand;
!
(xm) all other Contracts (other than Benefit Plans, lcases hsted in
Section 3.14(a) of the Disclosure Schedule and insurance pohclres listed in Section 3.19
of the Disclosure Schedule) that (A) involve the payment or potential payment, pursuant
to the terms of any such Contract, by or to the Company or any Srubsldlary of more than
$50,000 annually or more than $100,000 in the aggregate over |the life of the Contract and
(B) cannot be terminated within thirty (30) days after giving notlce of termination
Wlthout resulting in any material cost or penaity 1o the Company or any Subsidiary; and
!
(xiv) any other material Contract not made in the ordinary course of business.
i \
(b) Each Contract required to be disclosed in Section 3. 17l(a) of the Disclosure
Schedule is in full force and effect and constitutes a legal, valid and bihding agreement,
B]‘If()r(,edblt, in accordance with its terms, of the Company or a Subsldxary and to the Knowledge
of the LIOOH Shareholders and the T.A. Shareholders, each other party thercto except to the
extent that enforceability thereof may be limited by bankruptcy, neolvency, reorganization,
moratonum and other similar Laws affecting the enforcement of creditor’s rights generally and
by gcncral principles of equity (regardless of whether or not cnforcement:is sought ina
proceeding at law or in equity); and except as disclosed in Section 3. 17(b) of the Disclosure
Schedule neither the Company, any Subsidiary nor, to the Knowledge of thc Lioon Shareholders
- and the T.A. Sharcholders, any other party to such Contract is in v:ol‘mon or breach of or default
under any such Contract {or with notice or lapse of time or both, would! be in'violation or breach
of or default under any such Contract) and ncither the Company nor any Subsidiary has received
writlen notice dllegmg any violation or breach of or default under any SUCh Contract (or written
26 -
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notice of any event or circumstance that with lapse of time would be a violation or breach of or

default under any such Contract), except in each case, for those violations, breaches or defaults

that are not reasonably likely to have, individually or in the aggregate, a Malerial Adverse Effect.
, L.

3.18 Licenses. Section 3.18 of the Disclosure Schedule contains a true and
complete list of all Licenses used in and material, individually or in tl;le aggregate, to the business
or operations of the Company or any Subsidiary (and alt pending appllications for any such
Licenses), setting forth the grantor, the grantee, the function and the ¢xpiration and renewal date
of each. Prior to the execution of this Agreement, Sellers have made ‘available to Purchaser true
and complete copies of all such Licenses. Except as disclosed in Sect:on 3.18 of the Disclosure
Schedule: i

i
(1) the Company and each Subsidiary owns or validly holds all Licenses
necessary to its business and operations, except for those Llcehseq which the failure to
own or validly hold would not be reasonably likely to have, mdmdua[]y or in the

aggregate, a Material Adverse Effect; E '
|

(i)  each License listed in Section 3.18 of the Disclosure Schedule is valid,
binding and in full force and effect except Lo the extent that cnforceablhty thereof may be
limited by bankruptcy, insolvency, reorganization, moralonurp and other similar Laws
affecting the enforcement of creditor’s rights generally and by general principles of
equity (regardless of whether or not enforcement is sought in a proceeding at law or in
equity), other than those Licenses the failure of which to be valld binding and in full
force and effect would not be reasonably likely to have, mdmdua]ly or in the aggregate,
a Material Adverse Efl fect,

(iii)  mcither the Company nor any Subsidiary is, or has received any notice that
it is, in default {or with the giving of notice or lapse of time or: both, would be in default)
under any such License and, to the Knowledge of the Lioon: Sh"u-f:holdem and the T.A.
Shareholders, no event has occurred or circumstance exists that would be reasonably
likely to (with or without notice or lapse of time) result in a violation of or failure to
comply with any such License or result in the revocation, wuhdrawal suspension,
cancellation or termination of, or any modification to any quch Llcenbc and

(iv)  all applications required to have been filed for thc rengwal of any License
listed in Section 3.18 of the Disclosure Schedule have been cluly tiled on a timely basis
with the appropriate Governmental or Regulatory Authormes,tand alt other filings
required to have been made with respect to such License have been duly made on a
timely basis with the appropriate Governmental or Regulatory|Authorities, except for
those filings and apptications, the failure of which to have been made on a timely basis
would not be reasonably likely to have, individually or in the aggregate, a Material
Adverse Effect. L

3.19 Inswrance. I

(a) Section 3.19(a) of the Disclosure Schedule contams A u'uc and complete
list (including the names and addresses of the insurers, the names of the Persons o whom such
27
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.policies have been issued, the expiration dates thereof, the-annual prclmiums and payment terms
thereof, whether it is a “‘claims made” or an “occurrence”™ policy and a brief description of the
interests insured thereby) of all Liability, property, workers’ compensatmn dircctors’ and
officers’ Liabitity and other insurance policies currently in effect lhd[ tnsure the business,
operations or cmployees of the Company or any Subsidiary or affect or relate to the ownership,

use or operation of any of the Assets and Properties of the Company or any, Subsidiary (other
than policies issued in connection with Benefit Plans) and that (i) have been issued to the
Company or any Subsidiary or (ii) have been issued to any Person (other than the Company or
any Subsidiary) for the benefit of the Company or any Subsidiary. The insurance coverage
provided by any of the policies described in clause (i) above will not terminate or lapse by reason
of the transactions contemplated by this Agreement. Each policy listed in Section 3.19(a) of the
Disclosure Schedule is valid and binding and is in full force and effect, all premiums due
thereunder have been timely paid and neither the Company, any Subsldmry nor the Person to
whom any such poticy has been issued is in default thereunder, other than those failures to have
been timely paid and those defaults that, would not be reasonably llkely to have, individually or
in the aggregate, a Material Adverse Effect. Neither the Company, dny Subsidiary nor the
Person to whom any such policy has been issued has received any wnttcn notice of cancellation,
termination, material alteration or increase in premium in respect of any such policy, nor to the
Knowledge of the Lioon Shareholders and the T.A. Shareholders has I‘any such development been

threatened in writing. Section 3.19 of the Disclosure Schedule contains.a true and complete list

of all pending claims that have been submitted to the relevant msurer:undcr the policies referred
to in this Section 3.19(a). Neither the Company, any Subsidiary nor the Person to whom such
policy has been issued has received written notice that any insurer under any policy referred to in
this Section 3.19(a) is denying or disputing Liability with respect to aclaim thercunder or
defending or intending to defend under a reservation of rights clause.

3.20 Affiliate Transactions. Except as disclosed in éection 3. 17 (a)(vii) or
Section 3.20(a) of the Disclosure Schedule, (i) there are no mtcrcompdny Liabilities between the
Company or any Subsidiary, on the one hand, and any Seller or any otficer director or Affiliate
(other than the Company or any Subsidiary} of any Seller, on the other (ii) no Scller nor any
such officer, director or any Affiliate thereof provides or causes to be provided any assets,
services or facilities to the Company or any Subsidiary, (iii} neither the Company nor any
Subsidiary provides or causes 1o be provided any assets, services or {z ':‘c1lmes to any Seller or any
such officer, director or any Atfiliate thereof and: (iv) neither the Company nor any Subsidiary
beneficially owns, directly or indirectly, any Investment Assets I‘%SUCd by any Seller or any such
officer, director or any Affiliate thereof. Except as disclosed in Section 3.20(b) of the Disclosure
Schedule, since the Audited Financial Statement Date, all settlements Iof intercompany Liabilities
between the Company or any Subsidiary, on the one hand, and any Seller or any such officer,
director or any Affiliate thercof, on the other, have been made, and dll| allocations of
intercompany expenses have heen applied, in the ordinary course of busmess consistent with past
practice. Except as set forth in Section 3.20(c) of the Disciosure Schcdule all Indebtedness and
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other amounts owing undcr Contracts between any Seller or any officer, dlru:tor or Alfiliate
(other than the Company or any Subsidiary) of such Scller, on the one hand, and the Company or
any of the Subsidiaries, on the other, have been paid in full, and such|Seller or such officer,
director or Affiliate has terminated each such Contract. With respectito an Affiliate of a T.A.
Shareholder (other than the Company or any Subsidiary) the rcpresenlauons and warranties in
this Section 3 20 shall be limited to the Knowledge of the T.A. ghareholderb and the Lioon
Shareholders L

3.21 Employees: Labor Relations.

(a) Section 3.2 of the Disclosure Schedule contams}a list of the name of each
officer of the Company and the Subsidiaries and all other employees of the Compdny and the
Subsidiaries at the date hercof, together with each such Person’s 'mnuldlibase salary or wages and
any incentive or bonus arrangement with respect to such Person in effect on such date. No Seller
has ;cccwcd any information, nor to the Knowledge of the Lioon Shareholders and the T.A.
Sharcholdcrs do any facts or circumstances exist, that would lead it to believe that a material
number of such Persons intend to resign or retire as a result of the cousummatlon of the
transactions contemplated by this Agreement or otherwise within twelve (12) months after the
Closing Date. v l

(b) Except as disclosed in Section 3.21 of the Disclos'ure!Schedule (1) no
employee of the Company or any Subsidiary is presently a member of a collective bargaining
unit and, to the Knowledge of the Lioon Shareholders and the T.A. Shareholders there are no,
and during the last five (5) years there have not been any, threatened or contemplated attempts to
organize for collective bargatning purposes any of the employees of the Comptmy or any
Subsidiary and (ii) no unfair labor practice complaint or sex, age, race or other discrimination
claim has been brought during the last three (3) years against the Company or any of the
Subsidiaries before the National Labor Relations Board, the Equal Employment Opportunity
Commission ¢r any other Governmental or Regulatory Authority. Du'rm_g the last three (3) years,
there has been no work stoppage, strike or other concerted action by e'mf:oloyeeb of the Company
or any Subsidiary. During that period, the Company and the Subqidxartes have complied in all
material tespects with all applicable Laws relating to the employment ‘ofl labUI including,
without!limitation those relating to wages, hours and collective bdrgtumng cxcept for those
failures to comply that would not be reasonably likely to have, 1nd|v1dua'lly or in the aggregate, a
Matcml Adverse Effect. The Company and the Subsidiaries have appropnately categorized all
employees temporary employees and independent contractors for puri)oses of Tax withholding
and Benefit Plans, excepi for those failures to properly categorize th’tl|would not be reasonably
likely to have, individually or in the aggregate, a Material Adverse Effect.

: = |
+3.22  Environmental Matters. Except as disclosed in S(:|Ctidn 3.22 of the

Disclosure Schedule: } o

(a) The Company and the Subsidianies are in compliance and have at all times
since January 1, 2001 complied with all Environmental Laws, except gorlthose failures to comply
that would not be reasonably likely to have, individually or in the aggregate,ia Material Adverse
Effect. . | l

. i I !
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(b The Company and the Subsidiaries have oblamed maintain and have at all
times since January 1, 2001 complied with, and are in compliance w1th all'matcrial Licenses that
arc required pursuant to Environmental Laws for the occupation of thclr. f.lcslmcs and the
operation of their business, except for those failures to obtain, mamtamlor comply that would not

‘be reasonably likely to have, individually or in the aggregate, a Material Adverse Effect, and no

proceedings or other actions are pending, or to the Knowledge of theiLloon Shareholders and the
T.A. Shareholders, threatened in writing to revoke, cancel, limit, termmate challenge, amend or
modlfy any such Licenses. X

(c) The Company and the Subsidiaries have not recelvcd any written notice
regaldmg any Environmental Claim or any Liabilities or potential Liabilities, including any
investigatory, remedial or corrective obligations, arising under any Eﬁwronmental Laws and
relatmg to them or their past or present facilities or operations. I

! (d) To the Knowledge of the Lioon Shareholders and the T.A. Shareholders,
none of the following cxists at any property or facility currently owncd IIcased or operated by the
Company or the Subsidiaries: (i) under-ground storage tanks comammg Hazardous Material, (ii)
friable or damaged asbestos-containing material in any form or condmon (ii1) materials or

cqu1pmeut containing polychlorinated biphenyls or (iv) landfills, surface impoundments, or other
disposal areas.

i
_ (e) None of the Company or the Subsidiaries nor any| of their respective
predecessors has treated, stored, disposed of, arranged for or permitted the disposal of,
transported, handled, or Relcased any Hazardous Material or owned dr cl)peratcd any property or
facitity (and no such property or facility is contaminated by any H_dZardOUS Material) so as to
give rise to any material Liabilities, including any material Liability for FESpONSe costs,
corrective action costs, personal injury, property damage, natural reso'uré:es damages or attorney
fees, or, any mvestngauvc corrective or remedial obligations, pursuant to any Environmental
Law.

B None of the Company or the Subsidiaries nor any of their respective
predecessors has expresslty assumed or undertaken any Liability, mcludmg without limitation any
obligation for corrccnve or remedial action, of any other Person pursﬁant to:any Environmental
Laws. ;

' |

(g) The Company has furnished to Purchaser all mateual environmental
andits. reports and other material environmental documents relaling lo the past or current
properties, facilities or operations of the Cornpany or the Subsidiaries, thcll afe in its possession or
under its reasonable control.

3.23  Substantial Customers and Suppliers. Section 3. 23('1) of the Disclosurc
Schedule lists the twenty-five (25) largest customers (whether dcemed a» ‘branded” or “contract
manufdcturmg customer of the Company) of the Company and the Sublsuhfmes on the basis of
revenues for goods sold or services provided for the fiscal years ended Sleplember 30, 2004 and
‘Sap[ember 30, 2005. Section 3.23(b) of the Disclosurc Schedule lists the twicnty-flvc (25) largest
supphers of the Company and the Subsidiaries, on the basis of cost of good% or services

'
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purchased for the fiscal years ended September 30, 2004 and September 30, 2005. Except as
disclosed in Section 3.23(c) of the Disclosure Schedule, no such custcl)mer or supplier has ccased
or materially reduced its purchases from, usc of the services of, or salcs or provision of services
to the Company and the Subsidiaries since the Audited Financial Statement Date or, to the
Knowledge of the Lioon Shareholders and the T.A. Shareholders, ha:, threatened to cease or
materially reduce such purchases, use, sales or provision of services after the date hereof.

. 3.24  Bank and Brokerage Accounts: Investment Asscts. Section 3.24 of the
Disclosure Schedule sets forth (a) a true and complete list of the namé‘; and locations of all
banks, trust companics, securities brokers and other financial msumuous at which the Company
or any Subbldldfy has an account or safe deposit box or maintains a bdnkmg, custodial, trading or
other similar relationship (b) a true and complete list and description of each such account, box
and relatlonc;h:p, indicating in each case the account number and the names of the respective
officers, employees, agents or other similar representatives of the Company or any Subsidiary
having signatory power with respect thereto and (c) a list of each Inveéstment Asset, the name of
the record and beneficial owner thereof, the location of the certificates, if any, therefor, the
maturity date, if any, and any stock or bond powers or other duthonty‘for transfer granted with
respect thereto.

|
3.25 No Powers of Attorney. Except as sct forth in Section 3.25 of the
Disctosure Schedule, neither the Company nor any Subsidiary has any powers of attorney or
comparable delegations of authority outstanding. |

3.26  Accounts Receivable. Except as set forth in Section 3.26 of the Disclosure
Schedule, the accounts and notes receivable of the Company and the Subsxdlarles reflected on
the balance sheet included in the Unaudited Financial Statements, and all accounts and notes
receivable ansing subsequent to the Unaudited Financial Statement Datc (i) arose from bona
fide sales transdctions in the ordinary course of business and are payable on ordinary trade terms,
(i1) are legal, valid and binding obligations of the respective debtors cntorueable in accordance
with their terms, (1i1) are not subject to any valid set-off or Lountcrclfu‘m (IV) do not represent
obligations for goods sold on consignment, on approval or on a sale- or-rctum basis or subject to
any other repurchase or return arrangement and (v) are not the subjcct of any Actions or

Proceedings brought by or on behalf of the Company or any Submd:ar{y.:

3.27 Inventory. All inventory of the Company and the Subsidiaries reflected on
the balance sheet included in the Unaudited Financial Statements conﬂ‘flstcd and all such
inventory acquired since the Unaudited Financial Statement Date consmts of a quality and
quantity usable and salable in the ordinary course of business consmtem with past practice,
subject to normal and customary allowances in Lhe industry for bpmldge damage and outdated
items. Except as disclosed in the notes to the Unaudited Financial Statements, all items included
in the inventory of the Company and the Subsidiaries are the propcrty|0f the Company and the
Subsidiaries, free and clear of any Lien other than Permitted Liens, and any Liens disclosed in
Section 3.15(a) of the Disclosure Schedule, have not been pledged as é:ollatcral arc not held by
the Company or any Subsidiary on consignment from others and con furm in all material respects
to all standards applicable to such inventory or its use or sale |mposcd'by Governmental or
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Regulatory Authorities. The value of all inventory that have an explrallon date occurring within
six (6) months of the date of this Agreement does not exceed $200,000.
b

3.28 No Guarantees. None of the Liabilities of the Company or any Subsidiary
is guaranteed by or subject to a similar contingent obligation of any other Person {other than the
Company or any Subsidiary), nor have the Company or any Subsidid"ry guarantieed or become
subject to a similar contingent obligation in respect of the Liabilities ofany customer, supplier or
other Pcrson (other than the Company or any Subsidiary).

I
.
|

| :

: (a) Except as set forth in Section 3.29(a) of the Disclosure Schedule, (i) the
Company and the Subsidiaries arc, and at all times since January 1, ZPO], have been, in full
compliance with each Food and Drug Legal Requirement that is or was applicable to the
Company and the Subsidiaries, the conduct of their business or the awnership or use of their
Assets and Properties, except for those failures to comply that would not be reasonably likely to
have, 1nd1v1dual[y or in the aggregate, a Material Adverse Effect, (i) no event has occurred or
circumstance exists that (with or without notice or lapse of time) (A) would be reasonably likely
to constitute or result in a violation by the Company or any Sub51d1dry of, or a failure on the part
of the Company or any Subsidiary to comply with, any Food and Drug Legal Requirement or
(B) would be reasonably likely to give rise to any obligation on the part of the Company or any
Subsidiary to undertake, or to bear all or any portion of the cost of, any remedial action of any
nature, with the exception of those violations, failures to comply or obh gations that would not be
reasonably likely to have, individually or in the aggregate, a Material|Adverse Effect and
(1) none of Sellers, the Company or any Subsidiary has received, at any time since January 1,
2001, any notice or other communication (whether oral or written) from any Governmental
Authority or any other Person regarding (A) any actual, alleged, poss%blc or. potential violation
of, or failure to comply with, any Food and Drug Legal Requirement or'(B)'any actual, alleged,
possible or potential obligation on the part of the Company or any Supsidiary to undertake, or to
bear all or any portion of the cost of, any remedial action of any nature, with the exception of
those violations, failures to comply or obligations that would not be reaqonably likely to have,
mdmdually or in the aggregate, a Material Adverse Effect. “Food and Drug Legal
Regquirement” means any Applicable Law, policy, regulation or proccidluc of the FDA or FTC or
other Governmental Authority refating to the manufacture, labeling, promotion, sale, safety or
efficacy of the products of the Company or any Subsidiary or their regulation.

329 Regulatory Matters.

(b) Except as disclosed in Schedule 3.29(b)(i), the Iraw materials, food, drug

and dietary supplements of the Company and the Subsidiaries since J anuary 1, 2001 (i) have not

been aduiterated or misbranded within the meaning of the Federal. Food, Drug and Cosmetic Act .

(the “FFDC Act”), or within the meaning of any Applicable Law, (ii} have not been articles
which may not, under the provisions of Section 404, 505 and 512 of thc. FFDC Act, be
introduced into interstate commerce, (iii) have been wholesome and fit for human consumption,
(iv) have been free of contamination and defects (v) have been merc.hdndlse which may be
legally transported or sold under the provisions of any applicable Law (vi) have been exposed to
only those chemicals or sprays approved by applicable Governmental ‘Aulhqntles and any
residue or excess of the amount allowed by any such Governmental Authorities has been
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removed therefrom and are merchantable by the Company and the Subsidiaries and (viii) have
not been subject to The Safe Drinking Water and Toxic Enforcement! Act of 1986, as amended,
promulgated by the State of California (commonly known as Proposition 65). Except as
disclosed in Section 3.29(b)(ii) of the Disclosure Schedule, since Jamljary 1,2001, all claims
made by the Company or any Subsidiary with respect to any of the ra]w materials, foods, drugs or
dietary supplements used in their business or manufactured or supplled by the Company or any
Subsidiary {(whether same appears on the product, or its packaging, labclm g, inserts thereto, or
advertising related thereto, or otherwise), are supported by scientific substantldtlon as Is required
by the FDA, FTC and industry standards to show that they are truthful and are not misleading,
except.for those claims whose failures to be supported would not be rlea‘;ondbiy likely to have,
individually or in the aggregate, a Material Adverse Effect. Products manufactured, sold or
dclivered by the Company or any Subsidiary since January 1, 2001 have not been labeled or
promoted as a treatment, prevention or cure for any specific disease or condition. Except as
disclosed in Schedule 3.29(b)(iii), none of the products manufactured sold or deltvered by the
Company or any Subsidiary currently or since January 1, 2001 contains or contained any of the
products listed in Annex 3.

" {©) The Company has not made any false representatlon or misleading
statement about its products and services, including the quality or propemes of such products
and services, and has not been engaged in any other unfair trade practlces whether in advertising,
printed material, web site or otherwise with respect to the products dnd services offered by the
Company, other than those statements whose failurc to be truthful and not mlsleadmg and those
unfair trade practices, that would not be reasonably likely (o have, mdlwdually or in the
aggregate, a Material Adverse Effect. |

(d) All dietary ingredients used in the manufacture[ of products by the
Company and the Subsidiaries were in the market in the United States prior to October 15, 1994,
All fillers, shellacs, processing aids, colors and flavors that either the Cc}mpany or a Subsidiary
uses in its manufacture of their products are (1) “Generally Recognized as Safe” as determined by
the FDA or (ii) food additives approved by the FDA. All imported raw materials that the
Company or any of its Subsidiaries use in the manufacture of products are legally available in the
United States and no import alert restricts the importation of any raw materials used by the
Company or any Subsidiary in the manufacture of their products. '

|

(e) The Company and the Subsidiaries are operatin'g,fand at all times since
January |, 2001, have operated, all of their facilities (whether owned or leased) in compliance
with the current “Good Manufacturing Practices™ for dietary supplem.'enls as proposed in 21CFR
Parts 111 and 112, other than those failures to comply that would not be reasonably likel y to
have, individually or in the aggregate, a Material Adverse Effect.. . i

(D All products sold by the Company and the Subsf,idiarics arc properly
registered, notified or otherwise imported in all applicable foreign jurisdictions to permit the
lawful salc of the same and all potencies thereof are of a level permittf':d by the relevant
Governmental Autherities and Applicable Laws.

L
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(g) Each product manufactured, sold, or deh'v'(:nsd| by thc Company or a
Subsidiary has been in conformity with internal product specnﬁcanons contrdcrudl commitments
and all express and implied warranties except for those immaterial fallures to be in conformity.
The Company has not incurred any material Liability (and there is no basls for any present or
future Action or Proceeding giving rise to any such Liability) for rcplacemem or repair of such
products or similar damages in connection therewith. Except as set forth in Section 3.29(p) of
the Disclosure Schedule, no product manufactured, sold, or dcllvered by lhe Company or any
Subsidiary is subject to any guaranty, warranty, or other indemnity beyond the applicable
standard terms and conditions of sale. Section 3.29(g) of the Disclosure Schedule includes
copies of the standard terms and conditions of sale for the Company (containing applicable
guaranty, warranty, and indemnity provistons). The Company has no Liability (and there is no
basis for any present or future Action or Proceeding giving rise to 2 any Liability) arising out of
any injury to individuals or property as a result of the ownership, possessmn or use of any
product manufactured, sold, or delivered by the Company or any Sul:lmdlary, other than

those’ Llabllmcs that would not be reasonably likely to have, 1nd1v1dually or in the aggregate, a
Matena] Adverse Effect. o

(i) Except as set forth in Section 3.29(i) of the Disclosure Schedule, during

the paqt three (3) year period ending on a date as near the Closing Date|as 1S reasonably
practicable, neither the Company nor any Subsidiary has received dny return or series of related
returns of product manufactured, sold or delivered by the Company or any 'of the Subsidiaries in
excess of $5,000 per return or series of related returns. ,

; |

o
© 3.30  Brokers. Except for Staley Capital Advisors, wh'c')se' fees, commissions
and expenses arc the sole responsibility of Sellers, all negotiations reiatlve Ito this Agreement and
the transac,tlons contcmplated hercby have been carried out by the Company and Sellers directly
with Purchaser without the intervention of any Person on behalf of the Cumpany or any Seller in
such manner as to give rise to any valid claim by any Person against Purchltnser the Company or

any Subsldlary for a finder’s fee, brokerage commission or similar payment
|

: " 3.31 Disclaimer. EXCEPT AS CONTAINED HEREIN THE COMPANY
AND THF SELLERS MAKE NO OTHER REPRESENTATIONS OR WARRANTIES -
WHATSOEVER AND HEREBY EXPRESSLY DISCLAIM ALL OIHER WARRANTIES
INCLUDING, WITHOUT LIMITATION, IMPLIED WARRANTIES OF TITLE
MERCHANTAB]LITY NON-INFRINGEMENT AND FITNESS FOR A'PARTICULAR
PURPOSE. THE COMPANY AND THE SELLERS HAVE NOT MADE ANY
REPRESENTAT[ONS OR WARRANTIES, EXPRESS OR IMPLIED OF ANY NATURE
WHATSOEVER RELATING TO THE COMPANY OR ANY QF ITS SUBSIDIARIES OR
THE BUSINESS OF THE COMPANY _OR ANY OF ITS SUBS[DIARIES OR OTHERWISE
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IN CONNECTION WITH THE TRANSACTIONS CON ITEMPLATED HEREBY, OTHER
THAN THOSE REPRESENTATIONS AND WARRANTIES EXPRFSSLY SET FORTH IN
THIS ARTICLE HI.

Without limiting the generality of the foregoing, except as Speaﬁcally provided in this

Agreement, neither the Company nor any Seller, nor any, officer, dlreclor employee,
sharcholder, agent, Affiliate or representative of the Company or any Stizllcr has made, and shall
not be deemed to have made, any representations or warranties in the materials relating to the
business of the Company and its Subsidiaries made available to Alnumt and Purchaser, including
due dlltgcnce materials, or in any presentation of the business of the Fompany and its
Subsidiaries by management of the Company or others in connecnon w1th the transactions
contemplated hereby, and no statement contained in any of such materials or made in any such
presentation shatl be deemed a representation or warranty hereunder or' ntherwmc Itis
understood that, except as specifically provided in this Agreement, any ‘cost estimates,
projections or other predictions, any data, any financial information or any memoranda or

of Icrmg malerials or presentations, including but not limited to, any off!erlng memorandum or
similar materials made available by the Company and its representatives are not and shall not be

deemed 1o be or to include representattons or warranties of the Company or the Sellers.
ARTICLE IV :
REPRESENTATIONS AND WARRANTIES OF ATRIUM AND i’URCHASER

. o
. Each of Atrium and Purchaser hereby represents and warrants to each Seller as
i

| |
4,01 Organization. Atrium is a corporation duly orgam?cd validly existing and
in good standing under the Laws of Canada. Purchaser is a corporaul:m duly organized, validly
exnstmg and in good standing under the Laws of the State of Dclawarc. |Each of Atrium and
Purchaser has full corporaie power and authority to execute and dchvier this Agreement and the
Operative Agreements to which it is a party, to perform its obltgatlons hereundcr and thereunder
and to consummate the transactions contemplated hereby and thereby and to conduct its
business as and to the extent now conducted and to own, usc and lcas'e llS Assets and Propertics.

follows:

4.02  Authority. The execution and delivery by each of Atrium and Purchaser
of this Agreement and the Operative Agreements to which it is a p'lrty and the performance by
each of -Atrium and Purchaser of its obligations hereunder and thcreund(;r have been duly and
validly authorized by the Board of Directors of Atrium and Purch'mul no other corporate action
on the part of Atr:um or Purchaser or their respective stockholders bemg necessary that has not
been obtdmed This Agreement has been duly and validly executed and delivered by each of
Atrium and Purchaser and constitutes, and upon the execution and del:vlery by each of Atrium
and Purch.lscr of the Operative Agreements (o which it is a party, such Operatlve Agreements
will constltute legal, valid and binding obligations of each ot Atrium ‘and Purchaser enforceable
agatnst cach of Atrium and Purchaser in accordance with their.terms, excep} to the extent that
enforceability thereof may be limtted by bankruptcy, insolvency, reorgamzatlon moratorium and
other similar Lawq affecting the enforcement of creditor’s rights aencrdlly and by general

.
|
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principles of cquity (regardless of whether or not enforcement is sought in a proceeding at law or
in eqmty) ! :

: 1
4.03 No Conflicts. The execution and delivery by CdCh of Atrium and

Purchaser of this Agrcement do not, and the exccution and delivery by each of Atrium and
Purchaser of the Operative Agreements (o which it is a party, the performance by each of Atrium
and Purchaser of their obligations undcr this Agreement and such Operatwc Agreements and the
consummdtlon of the transactions contemplated hereby and thereby wﬂl nol

{(a) conflict with or result in a violation or breach (?l" any of the terms,
conditions or provisions of the articles of incorporation or bylaws (or other comparable
corporate charter document) of Atrium or Purchaser; f

t
. (b) subject to obtaining the consents, approvals and dctions, making the filings
and giving the notices disclosed in Schedule 4.04 hereto, confhc[t with or result in a
violation or breach of any term or provision of any Law or Order apphcablc to Atrium or

Purcha‘;er or any of their Asscts and Properties; or . :

|

O except as disclosed in Schedule 4.03 hereto, (i) conﬂ:ct with or result in a
wviolation or breach of, (i) constitute (with or withoul notice or lapsc of time or both) a
'default under, (iii) require Atrium or Purchaser to obtain any consent, approval or action
;;of, make any filing with or give any notice to any Person as a result or under the terms of,
(iv) result in or give Lo any Person any right of termination, cancellation, acceleration or
modification in or with respect to, (v) result in or give to any Person any additional rights
or entitlement to increased, additional, accelerated or guaranteed payments under, or
{vi) result in the creation or imposition of any Lien upon Atriumlor Purchaser or any of
their réspective Assets and Properties under, any Contract or llicgénsé to which Atrium or
Purchaser is a party or by which any of their respective Assets and Properties is bound.

.4.04 Governmental Approvals and Filings. Except as disclosed in
Schedule 4.04 hereto, no consent, approval or action of, filing with or{notice to any
Governmental or Regulatory Authority on the part of Atrium or Purchaser is required in
connection with the execution, delivery and performance of this Avree':ment or the Operative
Agrcements to which it is a party or the consummation of the transdct'ons contcmpldtcd hereby

or thereby. : :

4.05 Legal Proceedings. There are no Actions or Proceedings pending or, to
the Knowledge of Atrium or Purchaser, threatened against, relating tolor affecting Atrium or
Purchaser or any of its Assets and Properties which (i) would be reasonably likely to result in the
issuance of an Order restraining, enjoining, altering, matcrially dchymg or otherwise prohibiting
or making illegal (the consummation of any of the transactions conlcmplated by this Agrecment
or any of the Operative Agreements, or (ii) if determined adversely to|Amum or Purchaser,
would bc reasonably likely to result in (x) any injunction or other equntable relief against Atrium
or Purchaser that would interfere in any material respect with its busmess or'operanons or (y)a

Purchaser Material Adverse Effect, either individually or in the aogregate with other such

Actions or Proceedings.

'
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406 Purchase for Investment. The Shares will be acquired by Purchaser (or, if
applicable, its assignee pursuant (o Section 13.09(b)) for its own account for the purposc of
investment, and not with a view to, or for sale in connection with, any distribution thereof within
the meaning of the Securities Act. Purchaser acknowledges the Shares'are not registered under
the Securities Act or any applicable state or foreign securities Law, alnd that such Shares may not
be transferred or sold except pursuant to the registration provisions of &.uch Securities Act or
pursuant to an applicable excmption thercfrom and pursuant to state ¢ ;md foreign securities Laws
and regulations as applicable. Purchaser (or such assignee, as the case may be) will refrain from
transferring or otherwise disposing of any of the Shares, or any mterest therein, in such manner
as to cause Seller o be in violation of the registration requirements of the Securities Act or
applicable state securities or blue sky Laws. E

4.07 Capital Stock. The Atrium Shares issuable as Ihc Share Payment have
been duly authorized by Atrium and reserved for issuance pursuant to this Agreement and, when
issued and delivered as partial consideration for the purchase of the Slhares in accordance with
the terms hereof, will be validly issued, fully paid and non- asscssable All Atrium Shares issued
as the Share Payment will be free of preemptive or similar rights. The Atrium Shares are listed
and posted for trading on the TSX,

4.08 Brokers. Except for RBC Dominion Secuntles‘ Inc., whose fees,
commissions and expenses are the sole responsibility of Atrium and/or Purchaser, all
negotiations reiative to this Agreement and the transactions contemplated hereby have been

carried out by Atrium and Purchascr directly with Sellers without the intervention of any Person
on behalf of Atrium and Purchaser in such manner as to give rise to any -valid claim by any
Person against any Seller, the Company or any Subsidiary for a finder’s fcc brokerage
commission or similar payment.

4.09 Reports. The forms, reports and documents filed by Atrium with the
Autorité des marché financiers and other securities regulators in Canada (the “Commissions™)
since March 30, 2005 (the “Reports™) constitute all material forms, reborts and documents
required 10 be filed by Atrium under the Canadian and provincial securitics legislation (the
“Securitics Laws™) since that date. As of their respective dates, the Reports (i) complied as to
form in all malerial respects with the applicable requirements of the Securities Laws and (ij) did
not contain any untrue statcments of material facts or omit material facts required to be stated
therein or necessary in order to make the statements therein, in light of the circumstances in
which they werce made, not misleading as existing at the time of hlmg No subsidiary of Atrium
is required to file any form, report or other document with the Commlsmons The financial
statements included in the Reports (the “Aurium Financial Statements’ ) (a) hiave been prepared
from, and are in accordance with, the Books and Records of Atriumn and its subsidiaries,
(b) complied in all material respects with applicable accounting requ1r|ements and with the
published rules and regulations of the Commissions with respect thereto) (¢) have been prepared
in accordance with the applicable GAAP applicd on a basis consistent|with the past practices of
Atrium (except as may be indicated in the notes thereto) and (d) fairly;present in all material
respects the consolidated financial position and the consolidated requn:: of operations and cash
flows (and changes in [inancial position, if any) of Atrium and its SUbSldlarleS as of the times and
for the periods referred to therein. Atrium and its subsidiarics have mammmed their respective
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Books and Records in a manner sufficient to permit the preparation of the Atnum Financial
Statements in accordance with the applicable GAAP.

4.10  Absence of Changes. Since September 30, 20%)5 {1} there has not been
any event, occurrence, development or facts which, individually or lolgether with other such
events, developments, occurrences or facts, has had or would reasonably be likely to have a
Purchaser Material Adverse Effect and (ii) other than in the balance sheet included in the
financial statements of Atrium dated September 30, 2005 or in the no!es thereto or as disclosed
in Schedule 4.10 herelo, there are no Liabilities against, relating to or affecting Atrium or
Purchaser, any of their subsidiaries or any of their respective Assets and Properties which would
be requ1red to be included on a balance sheet prepared or the notes thcrcto in accordance with
applicable GAAP, other than Liabilities incurred in the ordinary course of business consistent

with past practice. i

4,11 Absence of Canadian Resale Restrictions. No document will be required
to be filed (other than any insider reports, if applicable), no procecdmg Iw111 be required to be
taken and no approval, permit, consent, order or authorization will be requifed to be obtained
from any Governmental or Regulatory Authority, including any Candidlan provincial securities
regulator, to permit a hoider of Atrium Shares issued pursuant to this Agreemem to resell such
Atrium Shares, provided that the requirements of National Instrument 45-102 of the Canadian
Securities Administrators are satisfied. I

4.12  Disclaimer . EXCEPT AS CONTAINED HEREIN, ATRIUM AND THE
PURCHASER MAKE NO OTHER REPRESENTATIONS OR WARRANTIES
WHATSOEVER AND HEREBY EXPRESSLY DISCLAIM ALL OTHER WARRANTIES
INCLUDING, WITHOUT LIMITATION, IMPLIED WARRANTIES OF TITLE,
MERCHANTABILITY, NON-INFRINGEMENT AND FITNESS FOR A PARTICULAR
PURPOSE. ATRIUM AND THE PURCHASER HAVE NOT MADE ANY
REPRESENTATIONS OR WARRANTIES, EXPRESS OR IMPL IFD OF ANY NATURE
WHATSOEVER RELATING TO ATRIUM OR ANY OF ITS SUBS[DIARTES OR THE
BUSINESS OF ATRIUM OR ANY OF ITS SUBSIDIARIES OR OTHFRWISE IN
CONNECTION WITH THE TRANSACTIONS CONTEMPLATED *HFRFBY OTHER THAN
THOSE REPRESENTATIONS AND WARRANTIES EXPRESSLY SET FORTH IN THIS
ARTICLE IV.

Without limiting the generality of the foregoing, except as specifically provided herein,
neither Atrium nor the Purchaser, nor any, officer, director, employee, shareholder, agent,
Affiliate or representative of Atrium or the Purchaser has made, and shdll not be decemed to have
made, any representations or warranties in the materials relating to lht busiriess of Atrium and its
Subsidiaries made available 1o the Company and the Sellers, mcludmg due diligence materials,
or in any presentation of the business of Atrium and its Subsidiaries by management of Atrium
or others in connection with the transactions contemplated hereby, and no statement contained in
any of such materials or made in any such prescntation shall be deemed a representation or
warranty hereunder or otherwise. It is understood that, except as spccxflcally provided herein,
any cost estimates, projections or other predictions, any data, any fina}xci_al information or any
memoranda or offering materials or presentations, including but not Ii‘miled to, any offering
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memorandum or similar materials made available by Atrium and its representatives are not and
shall not be deemed to be or to include representations or warrantics (l)f Atrium or Purchaser.

ARTICLE V |

|
COVENANTS OF SELLERS |
|
Each Seller covenants and agrees with Purchaser that, at all times from and after
the date hercof, for the periods specified below or, if no period is spec1ﬁed therein, indcfinitely,
each Scller will comply with all covenants and provisions of this Article V, .except 1o the extent
Purchaser may otherwise consent in writing. |
!
5.01 Books and Records. If at any time after the Cloqmg any Seller discovers
in its possession or under its control any Books and Records, it will forthwnth deliver such Books
and Records to Purchaser.

' 5.02 Nonsolicitation; Noncompetition. (a) Each of the Licon Shareholders, for
a period of five (5) years from the Closing Date (the “Restricted Perlod”) refrain from, either
alone or in conjunction with any other Person, or directly or indirectly through his or its present
or future Affiliates, except at the direction of Atrium or Purchaser: |

‘ (i) employing, engaging or seeking to employ or ecngage any Person
(including L. Douglas Lioon, Jetfrey D. Lioon, Samuel Lioon; or any of the Management
Shareholders) who within the prior cighteen (18) months had been an officer or employec
of the Company or a Subsidiary, unless such officer or employec is terminated by the
Company or any Subsidiary after the Closing Date; |

(11) caustng or attempting to cause (A) any client, c|usl0rrfer or supplier of the
Company or any Subsidiary to terminate or materially reduce 1ts business with the
Company and the Subsidiaries or (B) any officer, employee or, consultant of the Company
or any Subsidiary to resign or sever a relationship with the Company or a Subsidiary; or

(i) disclosing (unless compelled by judicial or administrative process) or
using any conftdential or secret information relating to the Company or any of the
Subsidiaries or any of their respective clients, customers or supplicrs except (i) to his or
her representatives (with the applicable Lioon Shareholder being responsible for any
breach of the terms hereof by any such representative) or (it) as required by applicable
Law, Order, regulation, ruling or rule of any stock exchange aflcr giving as much notice
as is reasonably practical under the circumstances to permit the Comipany to attempt to
obtain a protective order enjoining such disclosure. In addition, such information may be
disclosed by a Lioon Shareholder to the extent that such mtormatlon {A) is or becomes
generally publicly available other than as a result of dlsclo‘;ure by such Lioon
Shareholder or his representatives, (B) is disclosed to such L100n Shareholder by a third
party which, to the Knowledge of such Shareholder, is not bou‘nd by a confidentiality
agreement or other legal or fiduciary obligation to keep such mtormauon confidential,
provided such third party has informed such Lioon Shareholder that it is not so bound or
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(D) was in the possession of such Lioon Shareholder on a non- conﬁdenual basis prior to

disclosure by such party. :

{b) Each of the Liocon Shareholders will, during the Reslncted Period, refrain
from, cnher alone or in conjunction with any other Person, or dircetly or indirectly through his or
its present or future controlled Affiliates participating or engaging m‘(other than through the
ownership of five percent (5%) or less of any class of securities registef’ed under the Securities
Exchange Act of 1934, as amended or listed on a foreign exchange), |or’othermse lending
assistance (tinancial or otherwise} to any Person participating or engaged m, any of the lines of
business in which the Company or any of the Subsidiaries is partmtpatmg or engaged at any time
during;the Restricted Period in the United States and in any other Junlsdlcnon in which the
Company ora Subsidiary participates or engages in such line of busulless during the Restricted
Period: Each T.A. Shareholder which is an investment fund represents that it and its controlled
affiliated investment funds and any investment funds created or contx{olled by T.A. Associates or
any of i its Affiliates are not currently in active negotiation {either directly or indirectly through its
managers employees, officers, directors, agents, consultants and advisdrs (collectively “T.A.
Representatives™)) of an investment (whether by acquisition, Mmerger, |c0nsohdat10n or other
business combination) in a nutritional supplement company in the health care professional
channel (as defined in the Nutrition Business Journal) in the United Srtates or any other
jurisdiction in which the Company or a Subsidiary currently parnmpates or engages in such line
of business. The parties acknowledge that certain of the T.A. Sharehelder% and/or their Affiliates
currently have an investment in Natrol, Inc. and the parties agrec that such investment does not

violate.the terms of this Agreement.

P
- (©) Each of the T.A. Sharcholders will, for a period of three (3) years from the
Closing Date (the “Restricted Period™), refrain from, either alone or 1h conjunction with any
other Person, or directly or indirectly through his or its present or future portfollo companies that
are controlled by such T.A. Shareholder or any investment funds created or controlled by T.A.
Associates or any of its Affiliates:

'l

(i) employing, engaging or seeking to employ or engage L. Douglas Lioon,
Jeffrey D. Lioon, Samuel Lioon, or any of the Management Shareholdere unless such
officer or employee is terminated by the Company or any Subsldmry after the Closing
Date, provided, however, that the foregoing prohibitions shal[| not apply (o engaging or
seeking to engage such persons as members of any board of dnectors or similar
‘governing body; provided that, in etther case, with respect to the LIOOH Shareholders
paragraph (b) above shall continue to apply; ‘ b

(i) disclosing (unless compelled by judicial or adrrhmistranve process) or
using any confidential or secret information relating to the Company or any of the
Subsidiaries or any of their respective clients, customers or sulgapjlers provided, however,
that each T.A. Shareholder may disclose information relating to the consummation of the
transactions contcmplated by this Agreement and the Operatnle Documents, the financing
terms of such transactions and the terms and timing of its 1nvestment°. in the Company (1)
to its T.A. Representatives (with the applicable T.A. Shareholder being responsible for

any breach of the terms hereof by any T.A. Representative) and to its investors, members
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~ and limited partners or (ii) as required by applicable Law, Order, regulation, ruling or

- rule of any stock exchange after giving as much notice as is rlca;sjonably practical under
the circumstances (o permit the Company to atlempt to obtain a protective order
enjoining such disclosure. In addition, such information may be disclosed by a

_ T.A. Shareholder to the extent that such information (A) washndependem]y developed or

dertved by such T.A. Shareholder without the use or appllcd[lorll of such information, (B)

is or becomes gencerally publicly available other than as a rcsult:of disclosure by such
T.A. Shareholder or its T.A. Representatives, (C) is dmclos&.dl to such T.A. Shareholder

by a third party which, to the Knowledge of such T A. Shareholder is not bound by a

+ confidentiality agreement or other legal or fiductary obhganon to keep such information

: confidential, provided such third party has informed such T. A Sharcholder that it is not

i s0 bound or (D) was in the possession of such T.A. Shdreholdcr.on a non-confidential
delS prlor to disclosure by such party. !

(d) Each of the Lioon Shareholders and the T.A. Sharcholder‘; acknowledges
that the provisions of this Section 5.02 are of material importance to lhe Purchaser and that the
Purchaser would not have consummated the transactions contemplated by this Agreement in the
absence of such provisions. Accordingly, each of the Lioon Shareholders and the T.A.
Sharcho]ders .agrees that it shall not challenge or contest the validity or Ienforcf:ablhty of this
Semon 5.02 (although it may chailenge the interpretation of this S ectioh 5. 02) and if a Seller
does so challenge or contest, it shail reimburse Purchaser for ali reasonablc ‘costs and expenses
(mcludmg reasonable attorney’s fees) incurred in defending any quch‘challenge or contest,
regardless of whether such Seller prevails in any such Action or Proceeding.

(e} The parties hereto recognize that the L.aws and pubhc policics of the
vanous states of the United States may differ as to the validity and enfor(,edblluy of covenants
similar,to those set forth in this Section 5.02. T is the intention of thcI parties that the provisions
of this Section 5.02 be enforced to the fullest extent permissible undclr the Laws and policies of
cach jurisdiction in which enforcement may be sought, and that the unenforceabll ity (or the
modification to conform to such Laws or policies) of any provisions oi this Section 5.02 shall not
render unenforceable, or tmpair, the remainder of the provisions of thls Section 5.02.
Accordingly, if any provision of this Section 5.02 shall be determined 1o be. invalid or
uncnforccable, such invalidity or unenforceability shall be deemed lo'ap'ply .only with respect to
the operation of such provision in the pdl‘[lCl.l[;ll"}l.lrl'\dlC[lon in which such delermmatlorl is made
and not with respect to any other provision or jurisdiction.

N The parties hereto acknowledge and agree that any remedy at Law for any .
breach of the provisions of this Scction 5.02 would be inadequate, and each Seller hercby
consents to the granting by any cowrt of an injunction or other equltable lel:ef without the
necesmty of actual monetary Loss being proved, in order that the brea‘ch' or threatened breach of
such provisions may be effectively restrained. :
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ARTICLE VI
COVENANTS OF PURCHASER, ATRIUM AND THE COMPANY

: 6.01  Indemnification. | :

(a  The Company agrees that all rights to ln(iemnliﬁcatlon or exculpation
exnlmg in favor of, and all limitations on the personal fiability of, each present and former
director, officer, employee, affiliate, fiduciary and agent of the Company and its Subsidiaries on
or prior to the Cloe.mg Date provided for in the respective charter or bylaws shall continue in full
force and effect for a period of four (4) years from the Closing Date; Eprowded however, that all
rights to indemnification in respect of any such claims asserted or mZ}de ‘within such period shall
continue until the disposition of such claims. From and after the Closmg Date, the Company
also agrees to indemnify and hold harmless, and advance related out- of-pocket expenses to, the
present and former officers, directors, stockholders and affiliates of the Company and its
Sub51d|anes in respect of acts or omissions occurring prior to the Closing Date to the extent
pr0v1ded in the written indemnification agreements listed on Section 6.01(a) of the Disclosure
Schedule between the Company and/or one or more of its Subs;dlanes and | any such Persons,
provided, however, that the foregoing indemnity with respect to v.tockholders and affiliates shall
only apply to the extent that (x) such claim, as against such a q[ockholder or affiliate, arises
solely as a result of the status of such stockholder or affiliate as a &;hareholder or affiliatc of the
Company and does not arise out of, or is otherwise based upon, any other event, action, condition
or omission, on the part of such sharcholder or affiliate or any other party acting at the direction
of such‘ sharcholder or affiliate and (y) the existence of any such claxrn would not constitute a
breach of the representation and warranty made by any Seller in this figreement Nothing in this
Section 6.01 shall limit in any manner the indemnification obligations of the T.A. Shareholders
or the Lioon Shareholders under Section 12.01(a); provided that the Company shall not be
reqmred to make any indemnification payment pursuant to this Seouon 6.01 for, and the amount
subject:to indemnification shall not include as an independent measure of loss, any amounts
p(lyablc by such shareholders under Section 12.01(a).

; (b) As soon as practicable following the Closing Date, the Company shal)
purchase an extended reporting period endorsement under the Company’s ¢xisting directors’ and
officers’ liability insurance coverage for the Compdny s directors and officers that shall provide
such directors and officers with coverage for six (6) years following thchIoism0 Date of not less
than thc existing coverage and have other terms not matenially less favorable to, the insured
persons ‘than the directors’ and officers’ liability insurance coverage prcsently maintained by the
Company The Company shall maintain such policy in full force and'effect, and continue to
honor the obllgduons thereunder. : S i :

(©) The obligations under this Scction 6. 01 shall not bc tcrmmated or
modnﬁed in such a manner as to adversely affect any indemnified party to whom this
Section 6.01 applies without the consent of such affected mdummﬁedparty (it being expressly
agreed that the indemnified partics to whom this Section 6.01 applies :qhdll be third party
beneficiaries of this Section 6.01 and shall be entitled to enforce the CUVlt‘,Hd[II(S contained herein).
L
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(d) In the event the Company or any of its successors or assigns (i)
consolidates with or merges into any other Person and shall not be thtl: continuing or surviving
corporation or entity of such consolidation or merger or (ii) transfers or conveys all or
substantially all of its properties and assets to any Person, then, and in each such case, (o the
extent necessary proper provision shall be made so that the SUCCESSOTS and assigns of the
Company assume the obligations sct forth in this Section 6.01. ’

© 6.02 Company Employec Benefit Plans. P!

(a) Each of Purchaser and Atrium acknowledges that consummation of the
transactions contempldted by this Agreement will constitute a change!in' control of the Company
(to the extent such concept is applicable) for purposcs of the Company s Plans.

\

(b) Except as provided otherwise in the Emp]oyment Agrcements untii the
first anmvcrsary of the Closing Date, the Company shall, and shall cause its Subsidiaries to,
provide all persons who were employed by the Company and the Sub31d1arlcs immediately
preceding the Closing Date, including those on vacation, leave of absence or disability (the
“Eligible Employecs”) with substantially the same levels of employcc benefits (including
contribution levels) provided to the Eligible Employees immediately prlor to the date of this
Agreement (o the extent disclosed to Atrium or Purchaser prior to the Closmg To the extent
permitted under the relevant plans, the Company shall, and shali came its Subsidiartes to
recognize the service with the Company and the Subsidiaries prior to the Closing (based upon
the Company’s service records as provided 1o Atrium) of the Eligible Employees for all purposes
of such employee benefits; provided, however, that such recognition shall not result in a
duplrcatmn of benefits. To the extent permitied under the relevant plan thc Company shall, and
shall cause its Subsidiaries, not to treat any Eligible Employec as a new " employee for purposes
of any exclusions under any health or similar plan of the Company and the Subsidiaries for a pre-
existing medical condition, and any deductibles and co-pays paid under any of the Company’s or
any of the Subsidiaries’ health plans shall be credited towards deducubles and co-pays under the
health plans of the Company and the Subsidiaries. The Company sha[! and shall cause its
Subsidiaries to use their commercially reasonable efforts o make dpproprldte arrangements with
their insurance carrier(s) to accomplish such results. To the extent permitted under the relevant
plans, after the Closing, thc Company shall, and shall cause its Subsidiaries to honor ait
obligations that accrued prior to the Closing under the Company’s and}lhe Subsidiaries’ vacation
and incentive plans to the extent such obligations were disclosed to Purchaser.

6.03  Trading Status. In the event that Atrium changels thc stock exchange on
which the Atrium Shares are currently traded or changes its status undcr the federal and
provincial securitics Laws of Canada in such a manner that would ddvcrbely affect the ability of
any holder of the Atrium Shares to sell such shares, then Atrium agrees to use its commercially
reasonable efforts until the date that is forty-cight (48) months followmg the Closing Datc to
provide the Lioon Shareholders, the Management Shareholders and the Company Option holders
with a substantially comparable level of liquidity with respect to the Atrlum Shares as they
would have had if such changes had not occurred (including providing : ‘standard registration
rights to the extent reasonably necessary to provide such level othmd,lty) provided that (i) the
foregoing shall not restrict Atrium from engaging in, or apply in the event of, any merger,
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consolidation, reorganization, going private transaction or similar coa“porate transaction or (ii)
where the Board of Directors of Atrium determines in good faith that taking or failing to take any
action which would result in a violation of the above is necessary to é:nablc the Board of
Directors to discharge properly its fiduciary duties to act in the best mterests of Atrium. The
provisions of this Section 6.03 are intended to be for the benefit of the Persons recéiving Atrium
Shares pursuant to this Agreement and they shall be deemed third party beneflcmrles and entitled
to enforce the covenants contained herein. i

|
ARTICLE Vil i )
1! :
[Intentionally Omitted] i
|

t

ARTICLE VIII

[Intentionally Omitted]
! ]
£
T

ARTICLE IX

!

TAX MATTERS AND POST-CLOSING TAXES

_“ " 9.0l Tax hlmg i

: (a) The Company has prepared (or caused to be prcpared) and timely filed all
Tax Returns of the Company with respect to any Taxable periods endmcr on or before the
Closing Date that are required to be filed on or prior to the Closing Date (*“Pre-Closing Taxable
Period”) and has paid any and all Taxes (“Pre-Closing Taxes™) due in respect of such Tax
Returns. Atrium will file (or cause to be filed) all Tax Retumns relating to the Company that are
not required to be filed by the Company pursuant o the preceding seriteh‘ce.‘

(b) Atrium shall prepare (or cause to be prepared) d[‘ld Flc {(or cause to be
tiled) when due all Tax Returns that are required to be filed by or wnltﬂ respecl to the Company
after the Closing Datc and any Taxcs due in respect of such Tax Returm shall be timely remitted
by the Company. Atrium shall (i} file such Tax Returns in a manner con51stent with past practice
and no position shall be taken, election made or method adopted that is inconsistent with
positions taken, elections made or methods used in prior periods in fi [lmg such Tax Rclurns
-(mcludmgs, without limitation, any such position, élection or method V;/thh would have the effect
of accclcraung income or deferring deductions) except solely to the extent thdl taking a
consistent position would reasonably be determined by the parties to I:l)e 1nappropr1dre under
appllcdblt, Tax Laws, provided, howevcr, that if there is any dispute bletween the parties
regarding the proper filing of any Tax Return, the Independent Accountant shall resolve any such
dispute and the determination of the Independent Accountant will be bmdmg on the parties.and
(i) dclwcr such Tax Return to the Scllers’ Representative for its rewclw at least forty-five (45)
days p: wr to the date on which such Tax Return is required to be filed. If the Sellers’
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Representative disputes any item on such Tax Return, it shall notify IAlnum of such disputed
item {or items) and the basis for its objection and Atrium shall makejsuch revisions to such Tax
Returns as are rcasonably requested by the Sellers’ Representative (Other than any revisions that
are contrary to a determination of the Independent Accountant). ,

(c)  With respect to Tax Retumns that are required to be filed by or with respect
to the Company for any Tax period that begins before and ends after the Closmg Date (such
periods, “Straddle Periods” and such Tax Returns, “Straddle Retums "), such Straddle Returns
shall be prepared in a manner consistent with past practice (unless otherwise required by Law.
Atrium shall (1) file any Straddle Returns in a manner consistent wnh past practice and no
position shall be taken, election made or method adopted that is inconsistent with positions
taken, elections made or methods used in prior periods in filing Tax Returns (including, without
limitation, any such position, election or method which would have thejeffect of accelerating
income or deferring deductions) except solely to the extent that takin'g a.consistent position
would reasonably be determined by the parties to be inappropriate ur@der applicable Tax Laws,
provided, however, if there is any dispute between the parties regarding the proper filing of any
Tax Return, the Independent Accountant shall resolve any such dispute and the determination of
the Indcpcndent Accountant will be binding on the parties and (ii) deliver any Straddle Retumn to
the Sellers” Representative for its review at least forty-five (45) days prior to the date on which
such Tax Return is required to be filed. Tf the Sellers’ Representative dispules any item on such
Tax Return, it shall notify Atrium of such disputed item {or itcms) zmld the basis for its objection
and Atrium shall make such revisions to such Tax Returns as are reasionably requested by the
Sellers’ Representative (other than any revisions that are contrary to a determination of the
Independent Accountant).

(d) In the case of any Taxes of the Company that are payablc with respect to
Straddle Penods the portion of any such Taxes that are attributable to the portion of the Straddle
Period that ends on the Closing Date shall (1) in the case of Taxes that are based upon or related
to income or receipts shall be determined based on an interim closing of the books as of the close
of business on the Closing Date and (i1) in the case of other Taxes belallocated pro rata per day
between the peried ending on the Closing Date and the period beginning after the Closing Date.
For purposes of clause (1) of the preceding sentence, any exemplion, c\icc_luctjon, credit or other
item that is calculated on an annual basis shall be allocated pro rata per day'between the period
ending on the Closing Date and the period beginning after the Closing Date. The parties hereto
will, to'the extent permitted by applicable Law, elect with the tclcvanl Tax authority to treat a
portion of any Straddle Period as a short Taxable period ending as of the close of business on the
Closing Date.
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902 Tax Cooperation. The Sellers’ Representative and Atrium shall cooperate fuily,
as and'to the extent reasonabl y requested by the other party, in connectlon with the filing of Tax
Returns pursuant to Section 9.01 and any audit, litigation or other procccdmg with respect to
Taxes. Such cooperation shall include the retention and (upon the other party’s request) the
provision of records and information that are reasonably relevant (o any such audit, litigation or
other proceeding and making employees available on a mutually con\lfeglent basis to provide
add;mondl information and explanation of any material provided hercuan_er‘

9.03 . Tax Indemnification.

- {(a) After the Closing Date, the T.A. Shareholders and the Lioon Shareholders
will indemnify and hold harmiess Atrium, Purchaser and the Company from and against Losses,
in accordance with the terms and limitations of Article X1 and Articlé XII hercof (to the extent
not inconsistent with the provisions of Article XI1), resulting from, arjsing out of or relating o (1)
any Taxes of the Company (or any Subsidiary) relating to (x) any periods ending on or before the
Clmmg Date and (y) that pertion of any Straddle Period that ends on thc Closing Date
(calculated as set forth in Section 9.01{d) above) and (ii) without duplllcatlon of amounts in
clause (i), any Taxes resulting from a breach of representations in Sectlon 3.10. The indemnity
pr0v1ded in the foregoing sentence shall include, without limitation, any, Tax Liability arising by
reason of the Company being severally liable for any Taxes of anothcr Person pursuant (o
Trcasury Regulation section 1.1502-6 or any analogous state, local or forel gn Tax provision, by
Contract, as a transferee or otherwise; provided, however, that in the case of the above Section

9.03(a), each of the T.A. Sharcholders and the Lioon Shareholders shallibe severally liable (in
accordance with Section 15.16) only to the extent that such Taxes dre’Inlexccss of the amount, if
any, ldenuﬁcd as reserves for such Taxes (excluding any reserve for clcferrcd Taxes established
to reflect timing ditferences between book and Tax income) on the face of the unaudited
Scptembcr 30, 2005 balance sheet, as such reserve is adjusted for opcrauon of the business of the
Company and its Subsidiarics from the September 30, 2005 balance sheet through the Closing
Date in’ accordance with past custom and practice of the Company and any Subsudlary

(b) After the Closing Date, Atrium will be tiable folr and mdemmly and hold
harmless the Sellers from and against Losses in accordance with the tcrms and limitations of
Aticte X1 and Article XII hereof (to the extent not inconsistent with tlhe provisions of this
Article lX) resulting from, arising out of or relating to any Taxes of Atrium, the Purchaser or the
Company (or any Subsidiary) rclating to (x) any periods beginning aftcr the Closing Date and (y)
that portion of any Straddle Period beginning after the Closing Date (calculated as set forth in

ectlon 9 Olgd ) above). l .
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9 04 Transfer Taxes. Atrinm shall pay all sales, use, transfcr,jre‘d property transfer,
recordmg, gains, stock transfer and other similar Taxes and fees ( ‘Transfer Taxes' "} arising out of
or in connection with the transactions effected pursuant to this Agreemc;nt and shall indemnify,
defend; and hold harmless the Sellers, on an after-Tax basis, with respect to such Transfer Taxes.
Sel]erssshall file all nccessary documentation and Returns with respect t!o such Transfer Taxes.

9 05 Tax Sharing Agreement. Any Tax sharing agreements, Tax settlement
agrcements or similar arrangements, formal or informal, that may emst between the Company or
any Subsidiary and any Seller or any Affiliate of such Seller (other than the' Company or any
Subsxdtary) (a “Tax Sharing Agreement”) shall terminate as of the Closmg Date and, except as
specnﬁcally provided herein, any obligation to make payments under any Tax Sharing
Agreement shall be cancelled as of the Closing Date. |

9.06 : Tax Treatment of Indemnity Payment. It is the mtcntmn lof the parties to treat any
indemnity paymcnt made under this Agreement as an adjustment to the Pun,hdse Price for all
federal, state, local and foreign Tax purposes, and the partics agree to ﬁ!e their Tax Returns
accordingly. .

+ v

9.07 Tax Audits and Contests. Each of the Sellers’ Representatwe Atrium and the
Company shall promptly notify the other parties in writing within ten (10) Business Days from
its receipt of notice of any pending or threatened federal, state, local or forclgn Tax audits or
assessments that may affect the Tax Liabilities of the Company or ¢ 'my S\ubsndlary, in each case
for Taxable periods (or portions thereof) ending on or prior to the Closmg Date, provided that the
[ailure of one party to timely notify the other parties of any such Tax Elll.]dlt or assessment
pursuant to this sentence shall not increase, decrease or othcrwise affect the 1ndcmmty right or
obligation of either party, so long as such failure does not materially p'rejudlce such other party.
Notwithstanding the foregoing, the Sellers’ Representative shall have the rlght 1o represent the
interests of the Company or any Subsidiary and control the conduct anld disposition of any Tax
- audit or,administrative or court Action or Proceeding relating to Taxes for any Taxable periods
(or pomons thereof) ending on or prior to the Closing Date and for whlch the Scllers may be
responsible hereunder, and Atrium and the Company shall have the ri ght to participate in the
conduct of any such Action or Proceedings at their own expense; pr0v1ded that Sellers’
Represemauve will not be permitted to settle or compromise any claim rélatmg to Taxes unless
(i) Atriim provides writlen consent to the settlement or compromise, suc,h conscnt not (o be
unreasonably withheld or (ii) Sellers provide written dcknowledgment| of théir liability to
indemnify Atrium, Purchaser and the Company with respect to such settlicmént or compromise to
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the extent required hereunder. Any Tax audit or administrative or court, Action or Proceeding

rclating to any Tax Return for a Taxable period (i) beginning before tlhe Closing Date and ending
after the Closing Date or (ii) cnding on or prior to the Closing Date with respect to which Sellers’

Representative elects not to control the conduct and disposition of the Tax audit or administrative
court Action or Proceeding shall be controtied by Atrium, provided that Atrtum shall (x) afford
Sellers’ Replesentatwe and its Tax advisors a reasonable opportunity, tol ‘participate in the
conduct of any administrative or judicial Action or Proceeding rcgar(‘img or arising out of any
audits or assessments, tncluding, without limitation, the right to pdrtl(:lpatc in conferences with
Taxing authorities and to submit pertinent materials in support of Sellers’ Representatlve $
posmon and (y) not accept any proposed adjustment or enler into any, settlement or agreement in
compromise that would result in a claim for indemnification against tlhe Sellers pursuant to this
Agreement without the prior written consent of Sellers’ Representdmlre \which consent shall not
be unreasonab[y withheld. Atrium agrees that it shall, at its own expense, cooperate fully, and
cause the Company and each Subsidiary to cooperate fully, with Sellers’ Representative in
connectlon with such audit or Action or Proceeding, including timelyl fumlshmg all work papers
and other documents requested by any relevant Taxing authority and makmg relevant employees
and ofﬁcers dvailable in connection with such audit or Action or Proéccdmg

0.08 Exclusive Remedy. The sole and exclusive remedlcs of the partics hereto
with respect to breaches of or claims for indemnification pursuant to lhlb Agreement for Taxes
(including breaches of Section 3.10) shall be provided for in this Aruclc IX (as limited by the last

sentence of Section 12.01(d)), except with respect to a claim on the delIS of fraud.
: ' 1

ARTICLE X
HVL STOCK OPTIONS ?

10.01 Options. The Company shall fully vest all Company:Stock Options
granted under the Company Plans that remain unvested immediately [i)ri!o: to the Closing Date
and terminate at the Closing each Company Stock Option outstandmg immediately prior to the
Closing in exchange for a [ump sum payment (less any required Tax or other withholdings) 1o
the holder thereof equal to the product of (i) the excess, if any, of $7. 9433985 over the applicable
per share exercise price of such Company Stock Option and (ii) the mlnnber of Shares subject to
such Company Stock Option (the “Aggregate Option Spread™). The apphcable Aggregate
Option Spread shall be paid by Purchaser to the holder of any Compa{ly Stock Option terminated
in accordance with the preceding sentence as set forth on Annex 1 herelo. At the Closing,
Purchascr shall deliver such cash amount 10 the Company and the Corlnp:any shall deliver such
cash amount to such holders as soon as possible following the Closing. Any such Atrivm Shares
pdyablc to such holders shall be delivered to such holders as soon as p0581b!c following the
Closing Date. As a condition to receiving Atrium Shares pursuant to Lhu. Section 10.01, each
holder of a Company Stock Option shall be required to provide such rcprcscntatlons and

|
warrantics and enter’into such agreements as the Purchaser shall reaqonably!reqmre

ARTICLE XI i
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SURVIVAL OF REPRESENTATIONS, WARRANTIES,
COVENANTS AND AGREEMENTS b

. . . | .
11.01 Survival of Representations, Warranties, Covenants and Agcreements.

Notwithstanding any right of Purchaser (whether or not exercisfl:d) to investigate the
affairs of the Company and the Subsidiaries or any right of any pcmy} (whether or not exercised)
to investigate the accuracy of the representations and warranties of lhe othcr party contained in
this Agreement, Sellers and Purchaser cach have the right to rely ful]y upon the representations,
warranties, covenants and agreements of the other contained in this Agt]ecment The
represéntations, warranties, covenants and agreements of Sellers and Purchaser contained in this
Agreement will survive the Closing (a) indefinitely with respect to the covenants and agreements
contained in Section 15.05; (b) until sixty (60} days after the explratui)n of all applicable statutes
of llmjtatlon (including all periods of extension, whether automatic or permissive) with respect to
(1) the representatlons and warranties contained in Sections 2.02, 2. 03 3.02, 3.03 (but only
insofar'as it relates to the capital stock of the Subsidiaries), 3.10, 3.13 (but only insofar as it
relates to ERISA or the Code), 3.30, 4.02 and 4.08 and (ii) the covcndnts and agreements
contained in Section 6.03, Article IX and Section 15.03; (¢) until the becond anniversary of the
Closing Date in the case of all other representations and warranties .;m'd any covenant or
agreement to be performed in whole or in part on or prior to the Closmg or (d) with respect to

each other covenant or agreement contained in this Agreement, until smy (60) days following
the ldS[ ‘date on which such covenant or agreement is to be performcd'or if no such date is
spe(:lﬁed indefinitely; provided that any representation, warranty, covcnant or agreement that
would otherwise terminate in accordance with clause (b), (c) or (d) above will continue 1o
survive if a Claim Notice or Indemnity Notice (as applicable) shall have been timely given under
Article X1I on or prior to such termination date, untif the related claim for mdcmmF cation has
been satisfied or otherwise resolved as provided in Article XI1.

ARTICLE XTI .
INDEMNIFICATION ‘:

12.01 Indemnification.

(a) Except with respect to any claim related to T axes (mcludmg breach of

Scction 3.10), as to which Article 1X of this Agreement shall apply, ¢1hd qubject to paragraph (c)
of this Section 12.01 and the other Sections of this Article X1, (i) each Seller shall severally (and
not jointly, in accordtance with and subject to Section 15.16) indemnify the F"urchaqer
Indemnified Parties in respect of, and hold each of them harmless from and against, any and all
Losses suffered incurred or sustained by any of them or to which any :of them becomes subject,
resulting from,-arising out of or relating 1o any (A) breach of represcntation or warranty made by
such Seller in this Agreement, and (B) any nonfulfillment of or failure|to perform any covenant
or agreefnent on the part of such Seller contained in this Agreement and (ii)
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insofar As it relates to the capital stock of the Subsidiaries) (collectively,’ ‘the
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s
-Subjecl to the other Sections of this Article XII, (1) Atnum shall indemnify
the Setler Indcmmﬁed Parties in respect of, and hold each of them harmless from and against,

~any and all Losses suffered, incurred or sustained by any of them or to Wthh any of them

1
becomcs subjecl resulting from, arising out of or relating to (A) any breach of representation or
warramy made by Atrium or Purchaser in this Agreement or (B) any nonfulﬁllmcnt of or failure
to perform dny covenant or agreement on the part of Atrium or Purchaser comamed in this

~ Agreement and (ii) the Company shall indemnify the Seller Indt:mmﬁedI Parues in respect of,

and hold each of them harmless from and against, any and all Losses lt‘.uffered incurred or

sustamed by any of them or to which any of them becomes subject, resultmg from, arising out of
or relating o (x) any nonfulfillment of or failure to perform an covenant or agreement on the
vart of the Company contained in this Agreement ’

; (c) The maximum aggregate amount of Liability of Sellerb (allocated in ,
acuordan(.e w:th Section 15.16) for indemnification obligations shail rlotI exceed {x) $8.,000,000
in the aggrugatc under Section 12.01(a}{1)(A}; provided that on the flrst anmvcrsary of the date of
the Closmg such amount will be reduced 1o the greater of (i) $4,000, 000, and (i1) the aggregate
amount: of mdemmﬁcauon claims under Section 12.01{a)(i}(A) pendmg at such time {the
“Pending Clmms”) and; provided, further that the limitations in this clause (x) shall not apply to
breach of a representation or warranty contained in Section 2.02; 2. 03 |3 02 or 3.03 (but only

“Exclusmns B -

I\IolwnhstamchnOr the foregoing, the maximum aggregate amount of Llablhty of Sellers (allocated
in accorcliancc with Section 15.16) for indemnification obligations under thlS Agreement shall in
any event not exceed an aggregate amount cqual to $75,091,000. In the event that the maximum
aggregate lebnhty of Sellers referenced in clause (x) above is reduced to an|amounl in excess of

$4.000, 000 pursuant to clause (x)(it) above, then at such time thereafter as a'Pending Claim has
‘been reslolved in full, the maximum aggregate amount of Liability of Sellers lrcfcrcrmcd in clause
{x) abovlc shall be reduced by the excess, if any, of the amount of the clalm included in the
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calculation of such maximum aggregate Liability of Sellers over the amounl of Losses as to
which the Purchaser Indemnified Parties are entitled to seek mdemmﬁcatlon under Section
12.01 (du i)}{A)} in connection with such Pending Claim

I’ {e) Sellers shall not be liable to any of the Purchaser Indemmf" ed Parties in
respect.of any claim for indemnification pursuant to Section 12.01( a)(i) unul the aggregate
amount of Losses for which all Purchaser Indemnified Parties otherw1se would be entitled to
indemnification under Section 12.01(a)(i) exceeds $500,000 (the “Basket”) in which event the
Purchaser Indemnified Parties shall be entitled to claim indemnity for the full amount of such
Losses; provided, however, that this limitation shall not apply to mdemmﬁcatlon in respect of the
FXL[U‘HOHS

L
: H Atriumn shall not be liable to any of the Seller Indemmﬁed Parties in
respect | of any claim for indemnification pursuant to Scctions 12.0 L)) unlil the aggregate
amount.of Losses for which the Seller Indemnified Partics otherwise would be entitled to
mdcmmfxcauc'm under Section 12.01(b)(i} exceeds the Basket, in which cvent the Seller
Indemnified Partics shall be entitled to claim indemnity for the full anllount of such Losses;
provided, however, that this limitation shall not apply to mdcmmﬁcaﬂom 1n| respect of the

Pu rchaser Exclusions. s ,
t

: (g) Notwithstanding anything to the contrary in the Agreemenl in the cvent
that a Purchascr Indemnified Party has a claim for indemnification agamst any Seller pursuant (o
Article IX-or XII of this Agreement, the sole and exclusive remedy of{a Purchaser Indemnified
Party shall be to recover the indemnified amount of Loss relating to such claim; provided,
however, that the foregoing limitation shall not apply to Losses on the basm of fraud. To the
extent that a Purchaser Indemnified Party has a claim for indemnift catlon against any of the
Lioon Shareholders or the T.A. Shareholders pursuant to Article TX or Sccuon 12.01(a), the
Purchaser Indemnified Parties shall recover any indemnified Losses ﬁrst out of the specified
portion of the Escrow Fund (to the extent permitted under the Cash Escrow Agreemem) and
thercafter in accordance with the limitations of Article X1I and the terms of Section 15.16.
Notw:thstdndmg anything to the contrary in the Agreement, in the. eve‘nt |that a Seller
Indemnificd Party has a claim for indemnification against Atrium or P‘urchaser pursuant to -
Article X1l of this Agreement, the sole and exclusive remedy of a Seller Indemnified Party shail
be to recover the indemnified amount of Loss relating to such claim; pLov:ded however, that the

foregomg limitation shall not apply to Losses on the basis of fraud. |
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(h) The amount of any Loss for which mdemnmcallon 18 provided under
Section 12.01 shall be net of any insurance proceeds or third party mdemmﬁcatlon payments
actually received as an offset against such Loss. The parties hercto slhall take and shall cause
their Affiliates to take reasonable steps at the expense of the Indemnifying Party to recover under
such policies or third party indemnification agreements upon bec,omilng aware of any event that
would'rcasonably be expected to give rise thereto. If the amount to be netted hereunder from any
payment required under Section 12.01 is determined after payment by the Indemnifying Party of
an amount otherwise required to be paid to the Indemnified Party pursuant to Section 12,01, the
lndemmﬁed Party shait repay to the Indemnifying Party, promptly atter such determination, any
amount that the Indemnifying Party would not have had to pay pursuant to Section 12.01 had

such dectermination been made at the time of such payment. !

(i) None of the Purchaser Indemnified Parties or the Seller Indemnified
Parties shall be entitled to indemnification for any consequential, exe'mp_lary Or punitive
damages, except to the exient such damages are owing to a Person other than a Purchaser
Indemotified Party or a Seller Indemnified Party. For the avoidance of doubt, the amount of
Losses for which the Purchaser Indemnified Parties and the Seller lndemmfled Parties are
entitled to indemnification pursuant to Section 12.01(a)(ii) and Section 12. 01(b)(iiXy),
respectively, shall include only out-of-pocket Losses. The Purchaser Indemnified Parties and the
Seller Indemnified Parties shall take all reasonable steps to mitigate Llos.ses for which
indemnification may be claimed by them pursuant to this Agreement upon and afler becoming
aware of any event that could reasonably be expected to give rise to a'ny' such Losses.

€)] Any Loss for which any Purchaser Indemnmed Party or Seller
Indemnified Party is entitled to indemnification under this Agreement shall be determined
without duplication of recovery by reason of the state of facts giving I'lSC to such Loss
constituting a breach of morc than one reprcsentation, warranty, covenant or agreement.

(k) No Purchaser Indemnified Party shall be entitled to indemnification
hereunder for any Loss arising from a breach of any representation, warranty or covenant set
forth herein (and the amount of any Loss incurred in respect of such brea(.h shall not be included
in the calculation of any limitations or indemnification set forth hc;em) to the extent that any
reserve specifically with respect to such liability is contained in the unaudited consolidated

balance sheet of the Company as of September 30, 2005. :

A Notwithstanding anything to the contrary contallinécl in this Agrecment, the
mutual indemnification obligations of the parties pursuant to Section 12.01(a)(ii) and Section
12.01(b)(i1)(y), respectively, shall terminate upon the mutual consent of Atrium and the Sellers’
Representative. S :

(m)  The indemnification provided for in Article 1X is the sole and exclusive
remedy with respect to Tax matters.

(n) ‘The amount of any Loss for which indemnification is provided under this
Agreement {(an “Indemnificd Loss™) shall be reduced by the amount of the net Tax benefit, if
any, “actually realized” by the Indemnified Party in the taxable year the relevant Indemnified
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Loss occurs, of in any of the two succeeding taxable years after the year in thch the relevant

Indemnified Loss occurs, that is attributable to the Indemnified Party incurring or paying the

Indemnified Loss. In computing the amount of any Tax benefit in a taxable year, the Indemnitied

Party shall be deemed to recognize all other items of loss, deduction tor:credlt before taking into
account any loss, deduction or credit attributable to any Indemnified Loss For the purposes of
this Agreement an Indemnified Party shall be deemed to have ' actually realized” a net Tax
benefit to the extent that, and at such time as, the amount of Taxes pallyable by such Indemnified
Party, ¢ either for the taxable year in which the Indemnifted Loss occurs or each of the two
su(,ceedmg taxable years, is reduced below the amount of Taxes that would be payable but for
the incurrence or payment of Indemnified Losses. Any amount that an lndemmfymg Party is
requ1red to pay o an Indemnified Party under this Agreement (an “Indémnity Payment”) shall

. initially be made without regard to this Section 12.01(n) and the [ndcmmhed Party shall only be

requnred to make a payment with respect to a Tax benefit at the time such benefit is actually
realized which shall be the time that the Tax return for the ycar that the Indemnified Loss occurs
is required to be filed (taking into account any extensions of time for ﬁhng such return) if a Tax
beneﬁt is actually realized in such year or, if a Tax benefit attnbutable to an Indemnified Loss is
actually realized in one of the two taxable years after the Indcmmﬁcd Lioss occurs, the time that
the Tax return for such subsequent year(s) is required to be filed (lakmg into account any
extensions of time for filing such return(s)). The amount of any rcducitlon hereunder shall be
adjusted to reflect any final determination by the U.S. Internal Revenue Service or a court of
competent jurisdiction with respect to the Indemnified Party’s I]dblllly for deﬁb and payments
between the applicable parties to reflect such adjustment shall be made 1f necessary.

i

|
12.02 Method of Asserting Claims. All claims for indemnification by any
Indemnified Party under Section 12.01 will be asserted and resolved s follows:
I

(a) In the event any claim or demand in respect of a matter referenced in
Section 12.01 is asserted against or sought to be collected from such Indemnified Party
by a third party (a “Third Party Claim™}, the Indemnified Pa.rty shall‘deliver a Claim
Notice with reasonable promptness to the Indemnifying Party. If the Indemnified Party
fails to provide the Claim Notice with reasonable promptness after the Indemnified Party
reccwcs notice of such Third Party Claim, the Indemnifying Party wnll not be obligated to
indemnif y the Indemnified Party with respect to such Third Party Claim to the extent that
the Indemnifying Party’s ability to defend has been lrreparably prejudiced by such failure
of the Indemnified Party. The Indemnifying Party will notify the Indemnified Partly as
soon as practicable within the Dispute Period whether the Indelmmfymg Party disputes its

Liability to the Indemnified Party under Section 12.01 and, subject to paragraph (¢)
| i
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I. below, whether the Indemnifying Party desires, at its sole cost and expense, to defend the
- Indemnified Party against such Third Party Claim. 3

+

. (1) Subject to paragraph (c) below, if the lndemmfymg Party notifies the
Jndemmﬁed Party within the Dispute Period that the Indcmnrfymg Party desires to
defend the Indemnified Party with respect to the Third Party ¢ Clalm pursuant 1o this
Section_12.02(a), then the Indemnitying Party will have the nght to'defend with counsel
reasonably satisfactory to the Indemnified Party, at the sole cost and expense of the

“Indemnifying Party, such Third Party Claim by all approprlatc proceedings, which
i proceedings will be vigorously and diligently prosecuted by tllle Indemnifying Party to a
ifinat conclusion or will be settled at the discretion of the Indemmfymg Party (but only

: with the consent of the Indemnified Party, which consent wnll not be unreasonably
withheld, in the case of any scitlement that provides for any rcllef other than the payment
lof monetary damages as to which the Indemnified Party will be indemnified in full). The
*lndemmfymg Party will be deemed to have waived its right to dlspulc its Liability to the
:Indemnified Party to the extent provided under Section 12.01 wrth respect to any Third
iParty Claim as to which it elects to control the defense. The lndemmfymg Party will
‘have full control of such defense and proceedings, including (except as provided in the
:immediately preceding sentence) any settlement thereof; prowded however, that the
Andemnificd Party may, at the sole cost and expense of the Indcmmﬁed Party, at any time
prior to the Indemnifying Party’s delivery of the notice referred to in the first sentence of
this clause (i), file any motion, answer or other pleadings or take any other action that the
Indenmnﬁcd Party reasonably believes to be necessary or approprrate to protect its
mterests and provided further, that if requested by the Indemnifying Party, the

-Indemnificd Party will, at the sole cost and expense of the Indemnifying Party, provide

rcasonable cooperation to the Indemnifying Party in contcstinig any Third Party Claim
that the Indemnifying Party elects to contest. The l.ndunnlﬁed Party may retain separate
counsel to represent it in, but not controt, any defense or settlemcnt of any Third Party
Claim controlled by the Indemnifying Party pursuant to this cllau:.e (1) and the
Indemnitied Party will bear its own costs and expenses with respect to such separate
counscl, except as provided in the preceding sentence and except that the Indemnifying
Party wil! pay the costs and expenses of such separate Counseﬂ if representatlon of the
Indemnifying Party and the Indemnificd Party would eon‘;umre a conflict of intercst
under applicable standards of professional conduct. Notwrthstlfmdmg the foregoing, the
Indemnified Party may retain or take over the control of the dcfcnse or settlement of any
Third Party Claim the defense of which the Indemnifying Pd[‘t)/ haq clected to control if
the Indemnified Party irrevocably waives its right to indemnity under Section 12.01 or
otherwise with respcct to such [‘hlrd Party Claim. ; .
(i1) Il the Indemnifying Party fails to nouly the Indcmmﬁed Party within the
Dispute Period that the Indemnifying Party desires to defend lhe Thlrd Party Claim
pursuant 1o this Section 12.02(a), or if the Indemnifying Party glves such notice but fails
to prosecute diligently or settle the Third Party Claim, then thc Indemnified Party wilt

-have the right to defend, at the sole cost and expense of the Indemmfymg Party, the Third

Party Claim by all appropriate proceedings, which proceedings will be prosecuted by the
lndemmﬁed Party in good faith or will be settled at the dl%creuonI of the Indemnified
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Party (with the consent of the Indemnifying Party, which consent w11! not be
unreasonably withheld). The Indemnified Party will have I ull control of such defense
and proceedings, including (except as provided in the nnmed1alely preceding sentence)

-any settlement thereof; provided, however, that if requested b'y the Indemnified Party, the

[ndemnifying Party will, at the sole cost and expense of the lndf:mmfymU Party, provide
reasonable cooperation to the Indemnifted Party and its counsel in contesting any Third
Party Claim which the Indemnified Party is contesting, Notw‘lthstandmg the foregoing
provisions of this clause (ii), if the Indemnifying Party has notified the Indemnified Party
within the Dispute Period that the Indemnifying Party dmputes its Liability hereunder to

the Indemmﬁed Party with respect to such Third Party Claim and if such dispute is

resolved in favor of the Indemnifying Party in the manner provided in clause (iii) below,
the Indemnifying Party will not be required to bear the costs and expenses of the
Indemnified Party’s defense pursuant to this clause (ii) or of Lhe Indemnifying Party’s
participation therein at the Indemnified Party’s request, and the Indemnified Party will
reimburse the lndemmfymg Party in full for all reasonable costs and expenses incurred
by the Indemnifying Party in conncction with such litigation. 1 he Iidemnifying Party
may retain separate counsel to represent it in, but not control, any defense or settlement
controlled by the Indemnified Party pursuant to this clause (ii)l, and the Indemnifying
Party will bear its own costs and cxpenses with respect to suc:h| participation.

(iii)  If the Indemnifying Party notifies the Indemmfied Party that it does not
dispute its Liability to the Indemnified Party with respect to the Third Party Claim under

Section 12.01 or fails to notify the Indemnified Party within the Dispute Period whether

the Indemnifying Party disputes its Liability to the Indemnificd Party with respect to such
Third Party Claim, the Loss arising from such Third Party Claim will be conclusively
deemed a Liability of the Indemnifying Party under Section 12.01 and the Indemnifying
Party shall pay the amount of such Loss to the Indemnified Pafty on demand following
the final determination thercof. If the Indemnifying Party has l:mely disputed its
Liability with respect to such claim, the Indemnifying Party anlcl the Indemnified Party
will proceed in good faith to negotiate a resolution of such dnspute and if not resolved
through negotiations within the Resolution Period, such dlqpute shall be resolved by

litigation in a court of competent jurisdiction.

(b) Notwithstanding anything to the contrary in the preeeding paragraph (a),
with respect to any Third Party Claim involving a matter rcferenced in
Section 12.01(a)(ii} or Section 12.01{b)(ii}v}): '

NY1:#3405102

(1) Atrium acting on behall of all Purchascr Indemnified Parties, and the
Sellers’ Representative, acting on behalf of all Sellers, respectively, shall jointly control
the defense of such Third Party Claims, including responding to, defending against,
settling or otherwise dealing with such Third Party Claims and 1selcc[mg and directing
counsel to represent the Company and its Subsidiaries or any othcr applicable
Indemnified Party in accordance with the provisions of this Secnon 12.02(0)Y(1). Atrium
and the Scllers’ Representative shall each appoint one member to a committee (the “Joint
Commiitee™), which Joint Committee, acting reasonably and ingood faith and by vote of
a majority of its members, shall decide on all actions to be tuken or not to be taken with
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respect to such Third Party Claims. The initial Atrium representative to the Joint

Committee shall be Serge Yclle and the initial Sellers’ Repreéentauve to the Joint
Committee shall be L. Douglas Licon. In the event that the mel Committee remains
deadlocked on any decision relating to any such Third Party Clalm Atrium shall have the
right to decide such matter on behalf of the Joint Committee and such decision shal] be

binding upon the Joint Committee and the parties. Notw:thst‘[mdmg the foregoing, the
following matters relatmg to any such Third Party Claim (the “Malenal Commiltee

1Issues™) shall require the consent of the Sellers’ Representative to the Joint Committee:

\

; (ii) The parties agrec to retain a single counsel per ';eparate piece of litigation,
Atriumi and the Company shall have the right to have costs anq expenses incurred by the
Company and its Subsidiaries for its counsel, and for rebpondmg to, defending against,
negotiating and reaching settlement of, and otherwise dealing \lmth such Third Party
Claims (collectively, the “Defense Expenses™), paid or mmbur-.ed from the Escrow
Funds to the extent provided in Sections 12.01(c)(y). Atrium agrees (0 pay its portion of
the Defense Expenses in accordance with Section 12.01(d)(y).| Defense Expenscs shall
not include costs and expenses incurred for additional counsel Ichos.c:n by any Indemmnified
Parum other than the regular counsel engaged in the represenl!atlon of the Company and
1“ts Subsidiaries for the purpose of overseeing or monitoring such lThlrd Party Claims.

(c) In the event any Indemnified Party should have 2 claim under
Section [2.01 against any Indemnifying Party that does not mvlolve a Third Party Claim,
thc Indemnified Party shall deliver an Indemnity Notice with reasonable prompiness to
the Indemnifying Party. The failure by any Indemnified Party to gwe the Indemnity
Notice shall not impair such party’s rights hereunder except to lhb extent that an
Indcmmfymg Party demonstrates that it has been irreparably p:;ejudlced thereby. If the
Indemnifying Party notifies the Indemnified Party that it does not dispute the claim
descnbcd in such Indemnity Notice or fails to notify the lndemmﬁed Pany within the
Dispute Period whether the Indemnifying Party disputes the clalm described in such
Indemnity Notice, the Loss arising from the claim specified in such Indemnity Notice
will be conclusively deemed a Liability of the Indemnifying Party to the extent provided
under Section 12.01 and the Indemnifying Party shall pay the amount of such Loss,
subject 1o limits contained in this Agreement to the Indemnified Pany on demand
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; Iollowmg the final determination thercof. If the [ndemmiymg Pdrty has timely disputed
ns Liability with respcct to such claim, the Indemnifying Pdrty and the Indemnified Party
wnl] proceed in good faith to negotiate a resolution of such dl%putc and if not resolved
through negotiations within the Resolution Period, such dlspute shdll be resolved by
l[llgd[l()n in‘a court of competent jurisdiction. : : ;

| | i

'}'. ~(d)  The Lioon Sharcholders and the T.A. Shareholders have entered into the
+ Cash Escrow Agreement to provide a mechanism for payment of such parties’

i indemnification obligations under this Agreement. Neither the Cash Escrow Agreement

[ .nor the release of any funds to Purchaser Indemnified Partics }mder the Cash Escrow
Agreement shall in any way limit any amounts otherwise payzlible in respect of any
mdemmﬁcatlon obligations of the Lioon Sharcholders and the T A. Shareholders under

'thls Agreement D
d I
] (&) The sole and exclusive remedies of the parties hereto with respect to
ibreaches of or claims for indemnification pursuant to this Agreement (including any
.claim under the United States Comprehensive Environmental ReqPonse Competition and
leablhty Act, 42 U.5.C.§960! et.seq.) shall be as provided for in Article IX and this

”Amcle XII, except with respect to a claim on the basis of fraud

: 12 03 Cooperation. The parties shall act in good faltl"l 1[’1 responding to,
defendmg against, settling or otherwise dealing with Third Party Clalms notwithstanding any
dlspute|as to liability as between the parties under this Article XIIL The lndcmmfylng Party and
the Indemmﬁed Party agree to cooperate with each other and their re§pect1ve counsel in
contestmg any Third Party Claim or, if appropriate, in making any counterclaim against the
person assertmg the Third Party Claim, or any cross-complaint agams't alny other person,
mcludmg giving each other reasonable access to all information relevant thereto, subject to
receipt of a reasonably confidentiality agreement. The parties shall use commcrmally reasonable
efforts to make employces and other representatives available on a mutually convenient basis to
provxde additional information and explanation of any material prowded in connection therewith.
The lndemmfymg Party shall be obliged to reimburse the Indemnified Party for the reasonable

out- of—pocket expenses related to such cooperation.
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have the meanings indicated below:
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ARTICLE XIII

fIntentionally Omitted]

DEFINITIONS

ARTICLE X1V 1
[14.01 Definitions. {

(a) Defined Terms. As used in this Agreement, rhe following defined terms
i |

“Actions or Proceedings” means any action, suit, procccdm g arbitration or
Governmcntal or Regulatory Authority investigation or audit. \ |

“Affiliate” means any Person that directly, or indirectly through one of more
-intermediaries, controls or is controlled by or is under commo;n m?ontrol with the Person
specified. For purposes of this definition, control of a Person means the power, direct or
indirect, to direct or cause the direction of the management and policies of such Person
whether by Contract or otherwise and, in any event and wnhout limitation of the previous

sentence, any Person owning ten percent (10%) or more of the voting securities of
another Person shall be deemed to control that Person.

“Agreement” means this Stock Purchase Agreement dncl the Exhibits, the
Disclosure Schedule and the Annexes hereto and the ceruflcates dcllvcrcd in accordance
with Section 1.03, as the same shall be amended from time to t1m(,

“Assets and Properties” means all asscts and pr0pemes of every kind, nature,
character and description (whether rcal, personal or mixed, whether tangible or
intangible, whether absolule, accrued, contingent, fixed or othflzrwme and wherever
situated), including the goodwill related thereto, operated, owned or leased by any
Person, including without limitation cash, cash equivalents, Inveslment Assets, accounts
and notes receivable, chattel paper, documents, instruments, gqneral intangibles, real
estate, equipment, inventory, goods and Intellectual Property. |

Atrium” has the meaning ascribed to it in the forepart of this Agreement.

“Aurium Financial Statements™ has the meaning ascribed to it in Section 4.09.

“Atrium Shares” means Subordinate Voting Shares of Atrium.
! .

I
|
“Audited Financial Statement Date” means September 30, 2004.
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‘ ; - “Audited Financial Statements” means the Financial Statements for the fiscal year
of the Company ended September 30, 2004. !

" “Bencfit Plan” means any (i) Plan sponsored by or contnbuted 1o by the Company
or any Subsidiary or with respect to which any the Company or dny‘SubSIdlary has any
actual or direct Liability, (i1) Plan covering or providing bencfltq to any current or former
employee or director of the Company or any Subsidiary in connccuon with such
individual’s cmployment by, or performance of services for, the: Company or any
Subsidiary and (ii1) Defined Benefit Plan not described in ClalllSCS (1) or (i1) to which any
\ERISA Affiliate contributes or has contributed within the last|five years or with respect to
which any ERISA Affiliate has or has had within the last five; (5) years any actual,

'secondary or contingent Liability.

]

“Books and Records” mcans all files, documents, mstrumcms papers, books and
records relating to the Business or Condition of the Company,l mcludm g without
limitation Financial Statements, Tax Retumns and related work papers and letters from
accountants, budgets, pricing guidelines, ledgers, journals, deed§ title policies, minute
‘books; stock certificates and books, stock transfer ledgers, Contracts, Company [P
‘Licenses, customer lists, computer files and programs, retrievefxl programs, operating data
and plans and environmental studies and plans (or, when applicable to Atrium and
‘Purchaser, means all files, documents, instruments, papers, books and records relating to
the Business of Condition of Atrium or Purchaser).

banks located in the State of Pennsylvania and the Province of Quebec Canada are
authorized or obligated to close. |

. - * “Business Day” means a day other than Saturday, Sunday or!any day on which

' Business or Condition of Atrium or Purchaser” means the business, operations,
financial condition and results of operations of Atrium or Purcha;ser,.
! |
. : 1
““Business or Condition of the Company” means the business, operations,
fm'mual condition, results of operations, Asscts and Properties of lhe Company and the
Subsidiaries taken as a whole. T

“Cash Escrow Agreement” has the meaning ascribed to it in Section .03

t

“Cash Payment™ has the meaning ascribed to it in Section :1.02.

‘ ,“Claim Notice”™ means written notification pursuant to Section 12.02(a) of a Third
- Party Claim as to which indemnity under Section 12.02 is qougiht'in good faith by an
Indemmfled Party, enclosing a copy of all papers served, if any, and specifying the nature
of and basis for such Third Party Claim and for the Indcmmﬁed Party s claim against the
Indemnifying Party under Section 12.02, together with the amount or, if not then
reasonably determinable, the estimated amount, determined in Igood faith, of the Loss
dl’lb]nu from such Third Party Claim. | .

g
“Closing” means the Closing of the transactions conternplated by Section 1.03.
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by the Cotnpany or the Subsidiaries.

|
“Company IP Licenses” means ali (a) Licenses of Intellecmal Property by the

NY ;#3405 02 Lo

.

‘Closing Date” means the date hereof. '
“Code” means the Internal Revenue Code of 1986, as amended and the rules and

tcgulatlons promulgated thereunder, .

i
© “Commissions” has the meaning ascribed to it in Section 4.09.

. B . [ .
“Company” has the meaning ascribed Lo it in the forepart of this Agreement.

- “Company Intellcctual Property” means all Intel]ectualI Py_opérty owned or uscd
Fo

.Company or the Subsidiaries to third parties, (b) Licenses of Intellcctual Property by third
‘parties to the Company or the Subsidiaries and (c) agrccments}bclween the Company or
the Subsidiaries, on the one hand, and third parties, on the other hand, relating to the
‘development or use of Intellectual Property, right to receive ot obllgauon to pay royalties
wnh respect to or as a result of the use of Intellectual Propcrty, the developmenl or
transmission of data, or the use, modification, framing, linking advermemem or other
pracuces with respect to Internet websites, in each of the foregonlw case, that are used in
connectlon with the business of the Company as currently conducted

“Company Stock Option” means cach Option to dcquue shares of capital stock
from the Company pursuant to a Company Stock Plan. | :

. “Company Stock Plans” means HVL Parent lncorporat'ecl 1997 Stock Option and
Grant Plan and each other plan, program or arrangement providing for the grant of
equity-based awards to service providers (including current or former directors, officers,
employces or consultants) 1o the Company or any Subsidiary. |

- . . . | .
“Contract” means any agreement, lease, license, ewdcnlce of Indebtedness,
morigage, indenture, sceurity agreement or other contract (whether written or oral).

»

“Copyrights” means, as they exist anywhere in the worl‘d copyrl ights and
copynght rights, mask works, including all renewals and extensions thcxcof copyright
registriitions and applications for registration thereof and non- reg1stered copyrights.

"Defense Expenses” has the meaning ascribed to it in Secuon‘ 12.02(b).

j
; “Defincd Benefit Plan” means cach Plan which is subject to Pd]‘[ 3 of Title I of
ERISA Section 412 of the Code or Title 1V of ERISA. 5

“Disclosure Schedule™ means the record delivered to Purchd.ser and Atrium by
Scllcrﬁ herewith and dated as of the date hereof, containing all hsts descriptions,
CXC‘epthﬂS and other information and materials as are required to bL included therein by
Sellers pursuant to this Agreement. ; !

f
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‘ : “Dispute Pecriod” means the period ending thirty (30) !days following receipt by an
. Indemnifying Party of either a Claim Notice or an Indemnity Notice.

“DOJ” means the United States Department of Justice.

" “Eligible Employees” has thé meaning ascribed to it in Scction 6.02.

“Environmental Claim™ means, with respect to any Person, any written notice,
claim or demand (collectively, a “claim™) by any other Person alieging or asserting such
‘Person’s Liability for investigatory costs, cleanup costs, Governmental or Regulatory
‘Authority response costs, damages to natural resources or other property, personzil
‘injuries, fines or penalties arising out of, based on or resulting from (a) the presence, or
:Release into the environment, of any Hazardous Malerial at ar}xyglucalion, whether or not
‘owned by such Person, or (b) any violation, or alleged violation, of any Environmental
Law. The term “Environmental Claim” shall include, without limitation, any claim by
any Governmental or Regulatory Authority for enforcement, cleanup, removal, response.,
remedial or other actions or damages pursuant to any applicable Environmental Law, and
‘any claim by any third party seeking damages, contribution, mdemmﬂcauon cosl
recovery, compensanon or injunctive relief resulting from the; presence of Hazardous
Materials or arising from alleged injury or threat of injury to heal[h safety or the
environment. l

|
“Environmental Law” shall mean all federal, state, IOLal and foreign statules,

regulations, ordinances and similar provisions having the force or effect of Law, all

. judicial and administrative orders concerning public health, w%)rlger health and safety, or
potlution or protection of the environment, including without limitation all those relating
to the presence, use, production, generation, handling, transportation, treatment, storage,
disposal, distribution, labeling, testing, processing, discharge, Reledﬂc threatened
Release, control, or cleanup of any Hazardous Materials, substances or wastes, chemical
substances or mixtures, pesticides, pollutants, contaminants, toxic chemicals, petroleum
products or byproducts, asbestos, polychiorinated biphenyls, n:oisc or radiation, as such of
the foregoing are enacted or in effect, prior to or on the Closing Ii)alc.

k

“ERISA” means the Employee Retirement Income Scc;urity Act of 1974, as
amended, and the rules and regulations promulgated [hereundcr.

|
“ERISA Affiliate” means any Person who, together with the Company or any
Subsidiary, is treated as a single employer under Section 414 of the Code.

i
“Escrow Agent” has the mecaning ascribed to it in Section 1.03.
“Escrow Fund” has the meaning ascribed to it in Section lj.03.

“Exclusions” has the meaning ascribed to it in Section 12.01.

“FDA” means the United States Food and Drug Administration.

® g
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Section 3.29. ‘ :

i:i(or if no such country is specified, the United States) consistently applied throughout the

authority, agency, commission, official or other instrumentality of the United States, any

NY1:#3405102

|
“FFDC” has the meaning ascribed to it in Section 3.29. |
“FTC” means the United States Federal Trade Commission.

“Financial Statements” means the consolidated hnam:]al statements of the
Company and its consolidated Subsidiaries delivered to Purcha.ser pursuant to
Section 3.07. t

“Food and Drug Legal Requirement” has the meaning' ascribed to it in

“Founders” means L. Douglas Lioon and leffrey D. Lilodn.
“GAAP” means generally aceepted accounting princiéles in the country specified
specified period and in the immediately prior comparable period.

“Governmental or Regulatory Authority” means any court, tribunal, arbitrator,

foreign country or any domestic or foreign state, county, city or other polmcal
‘subdivision. |
t

“Hazardous Material” means (A) any petroleum or pet'm]eum producits,
radioactive materials, asbestos in any form or condition, urea formaldehyde foam
insulation and transformers or other equipment that contain dle[ectnc fluid containing
levels of polychlorinated biphenyls (PCBs); (B) any chemlcal§ or other materials or
substances which are now or hercafter become defined as or included in the definition of
“hazardous subslances,” “hazardous wastes,” “hazardous llldlt‘,rldl\ T Hextremely
hazardous wastes,” “restricted bazardous wastes,” “toxic substances"' “toxic pollutants”
or words of similar import under any Environmental Law; anq {C) any other chemical or
other material or substance, exposure to which is now or hcrcziflt;r prohibited, timited or
regulated by any Governmental or Regulatory Authority or with respect to which liability
or standards of conduct are imposed under any Environmental! Law.

"y ds

- “HSR Act” means Section 7A of the Clayton Act (Titlé: 1T of the Hart-Scott-
Rodino Antitrust Improvements Act of 1976, as amended) and the rules and regulations
promu] gatcd thercunder. 1

“Indebtedness” of any Person means all obligations of such Person (i) for
borrowed money, (i1) evidenced by notes, bonds, debentures or similar instruments,
(iii) for the deferred purchase price of goods or services (other;than trade payables or
accruals incurred in the ordinary course of business), (iv) under capital leases and (v) in |
the naturc of guarantees of the obligations described in clauscs (i) through (iv) above of |
any other Person. ;

“Indemnified Party” means any Person claiming indemnificaiion under any

provision of Article XI1. .
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“Indemnifying Party” means any Person against whom a claim for

indemnification is being asserted under any provision of Article XII.

“Indemnity Notice” means written nolilication pursua‘{ntz to Section 12.02(b) of a
claim as to which indemnity under Article XII is sought in good faith by an Indemnified
.-Party, specifying in reasonable detail the nature of and basis for such claim, together with

the amount or, if not then reasonably determinable, the emmatcd amounat, determined in
good faith, of the Loss arising from such claim.

/ “Independent Accountant” means an accountant selected by the mutual agreement
of Sellers’ Representative and Atrium who is a partner at an 1nterndt10na]ly-rccogm/ed
firm of independent public accountants. |

] .
. “Intellectual Property” means (a) Patents, (b) Trademarks, (c) Copyrights,
" (d) Internet Assets, (e) Software, and (f) Trade Secrets.

!
‘ “Internet Assets” means, as they exist anywhere in the world domain names,
‘Internet addresses and other computer identificrs. l;

‘ “Investment Assets” means all debentures, notes and cl)th'_er evidences of
‘Indebtedness, stocks, securities (including rights to purchase zlmd securities convertible
‘into or exchangeable for other securities), interests in joint Venlures and general and
‘limited partnerships, mortgage loans and other investment or portfoho assets owned of
record or beneficially by the Company or any Subsidiary and issued by any Person other
than the Company or any Subsidiary (other than trade receivables generated in the
‘ordinary course of business of the Company and the Subsidiaries).

i
1
I

“IRS” means the United States Internal Revenue Service.

“Joint Commiftee” shall have the meaning ascribed 1ot ;1n Section 12.02((1).

“Knowledge of Atrium or Purchaser” means the actualI klnowlcdge of the
following individuals, after due inquiry: Richard Bordeleau, Manon Deslauriers, Luc
Dupont and Jocelyn Harvey.

I

“Knowledge of the Lioon Shareholders and the T.A. Sharcholders” or “Known to
the Lioon Shareholders and the T.A. Shargholders™ means the!actual knowledge of the
individuals listed on Anncx 2 hereto, after due inquiry. |

“Laws™ means all laws, statutes, rules, regulations, ordlinances and other
pronouncements having the effect of law of the United Slates,}any foreign country or any
domestic or foreign state, county, city or other political subdivision or of any
Governmental or Regulatory Authority.

“Liabilitics” means all Indebtedness, obligations and olher liabilities of a Person
(whelher absolute, accrued, contingent, fixed or otherwise, or whether duc or to become
due).
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‘ “Licenses” means all licenses, permits, certificates of ’authority, authortzations,
approvals, registrations, franchises and simmilar consents granled or issued by any
Governmental or Regulatory Authority. \ ‘

o - | .

“Liens” means any mortgage, pledge, assessment, security interest, lease, lien,
adverse claim, levy, charge or other encumbrance of any kind, or any conditional sale
Contract, title retention Contract or other Contract to give any of the foregoing.

“Lioon Shareholders” means L. Douglas Lioon, Jef frey D. Lioon, Jeffrey D.
Lloon Revocable Trust, Samuel L. Lioon, Jacqueline R. LlOOﬂ Malliouhanna Associates
'L.P., and Lexington Drive Associates L.P. ’

1

. ‘ | :

| “Loss” means any and all damages, fines, fees, penalties, deficiencies, losses and
‘expenses (including without limitation interest, court costs, fees of attorneys, accountants
.and other experts or other expenses of litigation or other procecdm gs or of any claim,

~default or assessment). i

“Management Shareholders” means Dr. Nacem A. Shalkh Anthony Wasson, Tim
‘Monk, George Porter and Jennifer Raspenti.

“Matcrial Adverse Effect” means any event, change, c1rcumstance or effect that is
materially adverse to the Business or Condition of the Company or the ability of Sellers
'to consummate timely the transactions contemplated hereby. |

‘ | “Matertal Committec Issues” shall have the meaning ascnbed to it in Section
12.02 (b)(1). |

T
“Operative Agreements” means the Cash Escrow Agreement, the employment
agreements referenced in Sections 1.03(b)(ii}, the Option T crrﬁimtion Agrcements
referenced in Section 1.03(b)(ii1) and any support or other dgreemems 1o be entered into
in conncction with the transaction. 1\ -

“Oplion” with respect to any Person means any security, right, subscription,
warrant, option, “phantom’” stock right or other Contract that gi ves the right 10
(i) purchase or otherwise receive or be issued any shares of Lapltal stock of such Person
or any security of any kind convertible into or exchangeable or exercisable for any shares
of capital stock of such Person or (ii) receive or exercise any beneﬁts or rights similar to
any rights enjoyed by or accruing to the holder of shares of capital stock of such Person,
including any rights to participate in the equity or income of such Person or to participate
in or direct the election of any dircctors or officers of such Pcrson or the manner in which
any shares of capital stock of such Person are voted. |

“Order™ means any writ, judgment, decree, injunction or similar order of any
Governmental or Regulatory Authority {in each such case whe}her preliminary or finat).

“Patents” mcans, as they exist anywherce in the world, patents patent applications
and inventions, designs and improvements described and CldlmCd therein, patentable

o | o
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- inventions and other patent rights (including any divisions, continuations, continuations-

| in-part, reissues, reexaminations or interferences thereof, whether or not patents are

. issued on any such applications and whether or not any such apphcauom are modified,

. withdrawn or resubmitted). i J

; b

. » i

! “PBGC” means the Pension Benefit Guaranty Corporatlon established under
ER]SA .

]
i .

“Pending Claims” shall have the meaning ascribed to it in Séction 12.01(c).

; “Pension Benefit Plan” means each Benefit Plan whlch 19 a pemlon Benefit Plan
" within the meaning of Section 3(2) of ERISA. |

1 “Permitted Lien” means (i} any Lien for Taxes not yct duc or dclinquent or being
n contested in good faith by appropriate proceedings for which adequate reserves have been
"established in accordance with GAAP, (ii} any statutory Licn !armmg in the ordinary

" course of business by operation of Law with respect (o a Llﬂbl]lty that is not yet due or

“ dclmquent and (iii) any minor imperfection of title or similar Llen which individually or
,m the aggregate with other such Liens does not materially i lmpalr the value of the

"property subject to such Lien or the use of such property in the clonduct of the business of
ithe Company or any Subsidiary.

]
“Person” means any natural Person, corporation, limited llablllty company,

general partnership, limited partnership, proprietorship, other busmeqs organization, trust,
union, _association or Governmental or Regulatory Authority. i :

! |

“Plan” means each (i) “employee benefit plan™ as dcﬁrlncd in Section 3(3) of

ERISA (regardless of whether such plan is subject to ERISA and (ii) other plan, program,
arrangement or Contract pursuant to which any of the tollowmg benefits or compensation

_are provided: bonus, incentive compensation, deferred compensatlon pension, profit

shdrmg, retirement benefits, stock purchase rights, Options, reistncu.d stock, deferred
stock, stock appreciation rights, phantom stock, welfare beneﬁts, leave of absence, layoff,
vacation, day or dependent care, legal services, cafeteria bencﬁts life insurance, health
msurance accident insurance, disability insurance, workmen’ 8 compensatlon or other
insurance, change in control benefits, retention benetits or severance or separation
Peneﬁts. N
S Eo

~*Pre-Closing Taxable Period’ has the meaning ascribed to it in Section 9.01.

: E . " . . . i
- “Pre-Closing Taxes™ has the meaning ascribed to it in Section 9.01.

“Purchase Price” has the meaning ascribed to it in Section 1.02.
i
; “Purchaser” has the meaning ascribed to it in the torepart 'Qf this Agreement.

“Purchaser Indemnified Parties” means Purchaser and its olﬁcers directors,
employees, agents and Affiliates.
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P
“Purchaser Material Adverse Effect” means any evenlt, change, circumstance or
effect that is materially adverse to the Business or Condition of Atrium or Purchaser or

. e ) U
" the ability of Atrium or Purchaser to consummate timely the transactions contemplated

hereby.

. _ ! i
j “Quatified Plan” means each Benefit Plan intended to qualify under
Section 401(a) of the Code. Co
| 1
“Release” means any release, spill, emission, leaking, pumping, injection, deposit,
disposal, discharge, or dispersal into the environment. g

“Reporlts” has the meaning ascribed to it in Section 4.09"

! “Representatives” of a Person means any officers, dircctp‘rs,remployees, agents,
'counsel, accountants, financial advisors, consultants and other representatives of such
i}pers.t:m and with respect to the Purchaser, shall also include an'y Person who is
consndenng providing financing to Purchaser to finance all or'any portion of the Purchase
'Price and their respective officets, directors, employees, agent counsel accountants,
financial advisors, consultants and other representatives of such perg;on.

L
' “Resolution Period” means the period ending thirty (30) day's following receipt by

an Indemnified Party of a written notice from an Indemnifying Party stating that it

disputes all or any portion of a claim set forth in a Claim Notice or an Indemnity Notice.

1 : i
. “Restricted Period” has the meaning ascribed to it in Se(,uon 02.

- “Securitics Act” means the United States Securities Act ol 1933, us amended, and
the rules and regulations promulgaled thereunder. |

“Securities Laws™ has the meaning ascribed to it in Section 4.09.
P
“Seller” has the meaning ascribed to it in the forcpart of this Agreement.

- “Seller Indemnified Parties” means Seller and its ofﬁchrs‘ directors, employecs,
agentq and Affiliates.

- c e . . Ao Co
“Sellers” Representative™ has the meaning ascribed to it in Section 5. [7(a).
1

-“Shares” has the meaning ascribed to it in the forcpart of;t_his,Agreemem.

! *Share Payment” has the meaning ascribed to it in Section' 1.02.
“Software” means, as they exist anywhere in the wodd‘ compulu soltware
programs, including all source code, object code, spcc;ﬁcauons, deswns and

documemauon re!atecl thereto, other than commercially avmldble off-lhe shelf software.

"“Straddle Periods” has the meaning ascribed to it in Section 9.0 l.

+
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i
“Straddle Returns™ has the meaning ascribed to it in Section 9.01.

“*Subsidiary” means any Person in which the Com anI , directly or indirectl
SUOSIAIarY Y pany, ( Y

” through Subsidiarics or otherwise, beneficially owns more than fifty percent (50%) of

. .. . ) i
either the equity interests in, or the voting control of, such Person.
' |
“T.A. Sharcholders” means TA/Advent VIII L.P,, Aci\!.'eﬁt Atlantic & Pacific [l]
L.P., TA Venture Inventors L.P., Patrick G. LePore, Warren F. Melamed, D.D.S.,
Howard A. Cubell, John R. LeClaire, Marian A. Tse, Alex Brown, CUST Maura
Connolly, Richard E. Floor, John A, Staley 1V, and Staley Cabit'a] Partncrs.

“Tax Returns” means any return, declaration, report, claim for refund, or

‘information return or statement relating to Taxes, including any schedule or attachment
ithereto, and including any amendment thereof, including, where permitted or required,
-combincd or consolidated returns for any group of cntitics that include any member of the

Company Group (that is filed or is required to be filed with any Taxing authority).
: \
“Tax Sharing Agreement” has the meaning ascribed to it in Section 9.05.

: “Taxes” means any federal, state, local, or foreign i mC(l)mc gross receipts, license,
payroll employment, excise, severance, stamp, occupation, premium, windfall profits,
environmental (including Taxes under Code section S9A), customs duties, capital stock,
franchise, profits, withholding, social security (or similar), unemployment, disability, real
property, personal property, sales, usc, transfer, registration, value added, alternative or
add-on minimum, estimated, or other Tax of any kind whatsoevcr including any interest,
penalty, or addition thereto, whether disputed or not and any qxpcnses incurred in
connection with the determination, settlement or litigation of any Tax Liability owed to

any Taxing authority.
|

“Third Party Claim” has the mcaning ascribed to it in Section 12.02(a).
|

“Trade Sccrets” means, as they exist anywhere in the \#orid, trade secrets, know-
how, inventions, processes, procedures, databases and confidential business information,
including, to the extent confidential, concepts, ideas, designs, formnulae, formulations,
research or development information, Lechmques technical mformation specifications,
operating and maintenance manuals, engineering drawings, melhods technical data,
discoveries, modifications, extensions, improvements and other proprietary information
and rights (whether or not patentable or subject to copyright, ma';k work or trade secret
protection).

“Trademarks”™ means, as they exist anywhere in the world, trademarks and
trademark rights, service marks and service mark rights, servicie names and service name
rights, trade dress, trade names and trade name rights, brand names, designs, logos,
slogans or corporate names, whether registered or unregistered, and all registrations and
applications for registration thereof and all goodwill related th(lil'et().

“Transfer Taxes” has the meaning ascribed to it in Section 9.04.
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0 “TSX" means the Toronto Stock Exchange. ;

“Unaudited Fipancial Statement Datc” means Septembcl 30, 2005.

v
. “Unaudited Finangial Statements” means the Financial Statements for the fiscal
quarter of the Company ended September 30, 2005.

“VWAP” means the simple arithmetic average of the volume wei ghted average
prices, as calculated for the period beginning at 9:30 a.m. Eastem Standard Time and
concluding at 4:00 p.m. EST, for each of the days specified, as reporied by Bloomberg
Financial L.P (using the AES Equity AQR function). |

|

(b) Construction of Certain Terms and Phrases. Unless the context of this
Agreement otherwxsc requires, (1) words of any gender include each other gcnder {ii) words
using the singular or plural number also include the plural or slngular number, respectively;
(iii) the terms “hereof,” *“herein,” *hereby” and derivative or similar words tefer to this entire
Agreement; (iv) the terms “Anticle” or “Section” refer 10 the spec1ﬁe|d Article or Section of this
Agreement; and (v) the phrases ‘ordinary course of business” and ordmary course of business
consistent with past practice” refer to the business and practice of the Company or a Subsidiary.
Whenever this Agreement refers to a number of days, such number shall refer to calendar days
unless Business Days are specified. Unless specifically stated otherwxse all accounting terms
used herein and not expressly defined herein shall have the meamngs given to them under United
States GAAP. Unless specifically stated otherwise, all references to “$" refer to United States

‘ dollars. :

ARTICLE XV

4

|
|
MISCELLANEOUS i
|
|

15.01 Notices. All notices, requests and other communications hereunder must
be in writing and will be deemed to have been duly given only if deli'vcrcd personally or by
facsimile transmission or mailed (first class postage prepaid) to the pdrthb at the following
addresses or facsimtle humbers: |

if to Atrium or Purchaser, to:

Atrium Biotechnologies Inc.

14035, boul. du Parc-Technologique
Québec, Québec

CANADA GIP4P5 |
Auention: President and Chief Executive QOfficer

with a copy to:

Milbank, Tweed, Hadley & McCloy LLP
1 Chase Manhattan Plaza
! New York, NY 10022
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Facsimile No.: 212-822-5271
Attn: Robert M. Finkel ;

If to a Seller, to Sellers’ Representative as tollows:

L. Pouglas Lioon
¢/o HVL Parent Incorporated .
600 Boyce Road Lo
Pittsburgh, PA 15205
Facsimile No.:

with a copy to: i

Goodwin Procter LLP
Exchange Place
Boston, MA 02109 ‘;
Facsimile No.: 617-523-1231
Attn: John R. LeClaire, Esq. |
John B. Steele, Esq.

All such notices, requests and other communications will (i} if delivelrf:d personally Lo the
address as provided in this Scction 15.01, be deemed given upon delivery, (ii) if delivered by
facsimile transmission Lo the [acsimile number as provided in this Section 15.01 , be deemed
given upon receipt, and (iii) if delivered by mail in the manner described above to the address as
provided in this Section 15.01, be deemed given upon receipt (in eac,h case regardiess of whether
such notice, request or other communication is received by any othequrson to whom a copy of
such notlce request or other communication is to be delivered pursuam to this Sectien 15.01).
Any pany from time to time may change its address, facsimile number or other information for
the purpose of notices to that party by giving notice specifying such change to the other party

hereto.’ 4

15.02 Entire Agreement. This Agreement and the Operative Agreements
supersede all prior discussions and agreements between the parties hereto and their Affiliates
with respect to the subject matter hereof and thereof, including without limitation (i) the letter of
intent between the parties dated August I8, 2005, and (1) the Conﬁdenual Information
Agreement between HVL Incorporated and Atrium, and contain the sole and entire agreement
between the parties hereto with respect to the subject maltter hereof d[}d thereof.

15.03 Expenses. Except as otherwise expressly provi:déd in this Agreement
(including without limitation as provided in Section 12.02), whether or not the transactions
contemplated hereby are consummated, each party will pay its own costs and expenses
(including but not limited to legal fees), and Sellers shall pay the costs and expense of the
Company and the Subsidiaries, incurred in connection with the negot@at_ion, e¢xecution and
Closing of this Agreement and the Operative Agreements and the transactions contemplated
hercby and thereby; provided that the parties agree that the filing fee fmidcr the HSR Act shall be
paid byithe Company. !
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15.04 Public Announcements. Sellers and Purchaser will also obtain the other
party’s prior approval of any press release to be issued immediately following the Closing

announcing the consummation of the transactions contemplated by this Agreement.
‘ !

15.05 Confidentiality. Each party hereto will hold, :’md will use its best efforts 1o
cause its Affiliates and thetr respective Representatives to hold, in strict confidence from any
Person (other than any such Affiliate or Representative or an investor in such party), unless
(i) compelled to disclose by judicial or administrative process or by (:)t}ier requirements of Law or
(i1) disclosed in an Action or Proceeding brought by a party hereto in pursuit of its rights or in
the excrcise of its remedies hereunder, all documents and informatio:n concerning the other party
or any of its Affiliates [urnished to it by the other party or such other party’s Representatives in
connection with this Agreement or the transactions contemplated hereby, except to the extent
that such documents or information can be shown to have been (a) previously known by the
party receiving such documents or information, (b) in the public domain (either prior to or after
the furnishing of such documents or information hereunder) through no fault of such receiving
party or (c) later acquired by the receiving party from another source if the receiving party is not
aware that such source is under an obligation to another party hcreto!lo keep such documents and

mformauon confidential. .

15.06 Waiver. Any term or condition of this Agreement may be waived at any
time by the party that is entitled to the benefit thereof, but no such wawer shall be effective
unless set forth in a written instrument duly executed by or on behalf of the party waiving such
term or condition. No waiver by any party of any term or condition of this Agreement, in any
one or more instances, shall be deemed to be or construed as a wa;ver of the same or any other
term or condition of this Agreement on any future occasion. All rcmcdles either under this
Agreement or by Law or otherwise afforded, will be cumulative and not alternative.

15.07 Amendment. This Agreement may be amende‘:d,:supplememed or
modified only by a written instrument duly executed by or on behalf ‘of Atrium, a majority-in-
intcrest of the T.A. Shareholders and a majority-in-intcrest of the Lioon Shareholders.

I

15.08 No Third Party Beneficiary. Except as sel forth in lhe next sentences, the
terms and provisions of this Agreement are intended solely for the benef” t of each party hereto
and their respective successors or permitted assigns, and it is not the m{entlon of the parties to
confer third-party beneficiary rights upon any other Person. Article Xl and Sections 6.01, 6.02
and 6.03 are intended to be for the benefit of those persons described thcrem and the provisions

contamed therein may be enforced by such persons. Lo

interest or obllgatnon hereundcr may bm. abslgned by any party heretoiwuhout the prior wrltten
consent of the other party hereto and any attempt 10 do so will be void, except (a) for
assignments and transfers by operation of Law and (b) that Purchaser may assign any or all of its
rights, interests and obligations hereunder (including without hmltanon its nghts under

Article XII} to a wholly-owned Subsidiary or a parent company, p_rov:de( that any such
Subsidiary or parent company agrees in writing to be bound by all ofjthe terms, conditions and
provisions contained herein butl no such assignment shall relieve Purchaser or Atrium of its
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obligalions hereunder. Subject to the preceding sentence, this Agreelmcnl 1s binding upon, inures
to the benefit of and is enforceable by the parties hereto and their respecnve successors and

assi gns. i

[ v
i

' 15.10 Release by Sellers. Effective as of the Closing, fliElCh‘ Seller hereby
irevocably waives, releases and discharges the Company and the Subs:dmncs from any and all
Liabililies and obligations to such Seller of any kind or nature thtbOCVCl‘ ln each case whether
absolute or contingent, liquidated or unliquidated, and whether armng under any agreement, or
understanding or the articles, bylaws, or other constitutive documents of the Company or the
Subsndlanes or otherwise at Law or equity, except as provided in the’next sentence. The
foregom g waiver, release and discharge shall not apply in respect of any Llablll[y or obligation
(x) arising under (i) this Agreement or the Operative Agreements, (u) any agreemeni set forth in
Section 15.10 of the Disclosure Schedule or (iii} any agreement entercd into after the Closing
Date or (y) in respect of any indemnification permitted under Section 6 Ol

| 15.11 Headings. The headings used in this Agreement. have been inserted for

|
convemence of reference only and do not define or limit the provisions hereof
| .

15.12 Jurisdiction. Each party hereby irrevocably S‘leITlltS ito the non-exclusive
Junsdictlon of the United States District Court for the Southern D1sm(,t of New York or any
court of the State of New York located in the Borough of Manhattan mlthe City of New York in
any action, suit or proceeding arising out of or relating 1o this Agreerlnent or any of the Operative
Agreements or any of the transactions contemplated hereby or lhereby, and agrees that any such
action,suit or proceeding shall be brought only in such court, provided, however, that such
consent to jurisdiction is solely for the purpose referred to in this Sectxon 15.12 and shalt not be
deemed to be a general submission to the jurisdiction of said courts olr 1;1 the State of New York
other than for such purpose. Each party hereby irrevocably waives, to the fullest extent
permitted by Law, any objection that it may now or hcreafter have to, the laying of the venue of
any such action, suit or proceeding brought in such a court and any claim that any such action,
suit or proceeding brought in such a court has been brought in an inconvenient forum. Process
on such suit, action or proceeding may be served on any parly an ywh'ere in'the world, whether
within or without the jurisdiction of any such court. Without llmmngI the foregoing, each party
agrees that service of process on such party as provided in Section 15.01 shall be deemed -
effective service of process on such party. ‘

i

15.13 Invalid Provisions. If any provision of this Agrcé:mc!nt ts held to be
illegal,’invalid or unenforceable under any present or future Law, and if the rights or obligations
of any party hereto under this Agreement will not be materially and advcrscly affected thereby,
(a) such provision will be fully.severable, (b) this Agreement will be construed and enforced as if
such ll]egal invalid or unenforceable provision had never comprised 'a part hereof and (c) the
remaining provisions of this Agreement wilt remain in full force and Ieffu:t and will not be
affected by the illegal, invalid or unenforceable provision or by its severance herefrom,

15.14 Goveming Law. This Agreement shall be goverhed by and construed in
accordance with the Laws of the State of New York applicable to a Cjonlract executed and
performed in such State, without giving effect to the conflicts of Laws pnnClplcs thereof.

¢ ~ 7l
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.15 15 Counterparts. T his Agrcement may be exccutedxm zmy number of
counterpdrts each of which will be deemed «n original, but all of Wthh locether will constitute

one and the same instrument. '

15.16 Several Obligations. For purposes of this Agreement {a) to the cxtent a
Liability hereunder arises solely from a breach of a representation, w‘aaranly or covenant or the
commission of fraud by a particular Seller, the Liability shall be the sole responsnblhty of such
Seller, (b) the respective Liabilities of the T.A. Sharcholders and lheiLloon Shareholders
hereunder w1th respect to any breach of the representations and warrdntles in Article L1l and the
indemnities i 1n Article IX and Section_12.01(a)(ii) shall be allocated pro rata based on the relative
percentage share of each such Seller as set forth on Annex 4 hereto (c) each Lioon Shareholder
will be jointly and severally liable for the aggregate amount of the Lloon Shareholders’
percentage share as set forth on Annex 4 hereto and (d) if any Seiler is found liable for any
representations, warranties, covenants or indemnities that are not the Irespon‘;lblhty of such
Seller, then such Seller shail have a right of contribution against each of the other Sellers for
their proper share of the liability for such representations, warranties, covendnts and indemnities,

as cletermmed by the foregoing provisions of this Section 15.16. I :

15.17 The Sellers’ Representative.

I .

. {a) Each of the Sellers, by executing and approving this Agreement has
appointed, effective as of the date hereof, L. Douglas Lioon, to act as|such Seller’s representative
(the “Sellers’ Representative™) and as such Seller’s true and lawful attorney, in such Seller’s
name, place and stead to act on such Seller’s behalf as contemplated tl)y the terms of this
Agreement and the Cash Escrow Agreement. With the power of attorney so granted by each
Seller to the Sellers’ Representative, each Scller has authorized the Se!iers Representative to
take any further action which the Scllers’ Representative shall consnder necessary or desirable in
connectjon with the foregoing, including the execution, delivery and perform.mce of the Cash
Escrow, Agreement thereby giving the Scllers’ Representative full power .md authority to do and
perform each and every act and thing whatsoever requisite and neceqqmy to be done in and about
the foregotng as fully as such Selier might or could do if personally presenl and has ratified and
confirmed all that the Sellers’ Representative shall lawfully do or cause to be done by virtue
thereof.. Purchaser and Atrinm shall be entitled to rely on any action or inaction of the Sellers’
Representative as the action or inaction of the appointing Sellers, any|nonce from any such Seller
to Purchaser shall be delivered to Purchaser solely by the Sellers’ Represenlauve and Purchascr
shall be entitled to deliver all notices Lo any of the Sellers solely to the Sellers Representative.
Without I:mmng the generality of the foregoing, the Sellers’ Repre%erfltauve‘ shall have the full
power and authority to interpret all the terms and provisions of this A'grécment and the Cash
Escrow Agreement and to-consent to any amendment hercof or thereof in its capacnty as Sellers’.
Represenlallve : !

' “(b) Authorization. Each Seller hereby authorizes the Sellers’ Representative
to: :
_ (1) Receive all notices or documents given or to beI given to Sellers’
Representative pursuant hereto or to the Cash Escrow Agreement or in connection

)
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~ herewith or therewith and to receive and accept services of legal process in connection
- with any suit or proceeding arising under this Agreement or the Cash Escrow Agreement;

(i)  Engage counscl, and such accountants and other advisors and incur such
; other expenses in connection with this Agreement or the Cash Escrow Agreement and the
transactions contemplated hereby or thereby as the Sellers’ Represenmuve may in its sole
dlscreuon deem appropriate; ,

(iii}  Take such action as the Setlers’ Reprcbemduve may in its sole discretion
deem appropriate in respect of: (A) taking such other action as the Sellers’ Representative
.18 authorized to take under this Agreement or the Cash Escrow Agreement; (B) receiving
‘all documents or certificates and making all determinations, m its capacity as Sellers’
Representative, required under this Agreement or the Cash Escrow Agreement; and
-(C) all such actions as may be necessary to carry out any of the transactions contemplated
iby this Agreement and the Cash Escrow Agreement, includin'g, without limitation, the
‘defense and/or settlement of any claims for which indemnification is sought pursuant to
LArticle TX or XII of this Agreement and any waiver of any ob!igation of Atrium,
Purchaser or the Company. |

{c) Indemnification of Sellers’ Representative. lhie Sellers” Representative
shall be indemnified by Sellers for and shall be held harmless by Sellers against any loss,
liability or expensc incurred by the Sellers” Representative or any of IIS Affiliates and any of
their respective partners, directors, officers, employees, agents, stockholders, consultants,
attorneys, accountants, advisors, brokers, representatives or controllirig persons, in each case
relating to the Sellers’ Representative’s conduct as Scllers’ Reprcsemlatwc other than losses,
liabilities or expenses resulting from the Scllers” Representative’s gross negligence or willful
misconduct in connection with its performance under this Agrecmcntland the Cash Escrow
Agreement. This indemnification shall survive the Closing. The Sellers’ Representative may, in

i
all questions arising under this Agreement, rely on the advice of Lounqe] and for anything done,

. omitted or suffered in good faith by the Sellers’ Representative in accordance with such advice,

the Sellers’ Representative shall not be liable to the Sellers or the l:scrow Agenl or any other
person. - In no event shail the Sellers’ Representative be liable hereunder or in connection
herewith for (i) any indirect, punitive, special or consequentiat ddmdges or (11) any amounts other
than those that are satisfied out of the Escrow Fund.

(dy Access to Information. The Sellers’ Represen!atlve shall have reasonable
access 1o information of and concerning any claim for 1ndcmmﬁc1t:0n and which is in the
possession, custody or control of Atrium, Purchaser or the Company and the reasonable
assistance of the officers and employees of. Atrium,. Purchaser and the, Compan y for purposes of .
performing the Sellers’ Representative duties under this Agreement or the Cash Escrow
Agreement and exercising its rights under this Agreement and the Cash Escrow Agreement,
inctuding for the purpose of evaluating any claim for indemnification zllgamst the Escrow Fund
by a Purchaser Indemnified Party; provided that the Sellers” Representative shall treat
conﬁdenually and not, except in connection with enforcing its rights under this Agreement and
the Cash Escrow Agreement, disclose any nonpublic information fn:)mI of concemning any claim
for indemnification to anyone (except to the Sellers’ Representative’s attorneys accountants or
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other advisers, to Sellers and on a need-to-know basis to other individuals who agree to keep
such information confidential). 3
i .
(¢)  Reasonable Reliance. In the performance of is duties hereunder, the

Sellers’ Representative shall be entitled to (1) rely upon any documel?l or instrument reasonably
believed to be genuine, accurate as to content and signed by any Sclllers' or any party hereunder
and (ii) assume that any Person purporting to give any notice in accordance with the provisions
hereof has been duly authorized to do so. '

|
1
i

(6 Orders. The Sellers’ Representative is authorized, in its sole discretion, to
comply with final, nonappealable orders or decisions issued or process entered by any court of
competent jurisdiction or arbitrator with respect to the Escrow Fund. If any portion of the
Escrow Fund is disbursed to the Sellers’ Representative and is at any time attached, gamished or
levied upon under any court order, or in case the payment, aSSIgnmenl transfer, conveyance or
delivery of any such property shall be stayed or enjoined by any court order, or in case any order,
judgment or decree shall be made or entered by any court affecting such property or any part
thereof, then and in any such event, the Sellers” Representative is authorlzed in its sole
discretion, but in good faith, to rely upon and comply with any such order writ, judgment or
decree which it is advised by legal counsel selected by it is binding upon it without the need for
appeal or other action; and if the Sellers” Representative complies wuh any such order, writ,
judgment or decree, he shall not be liable to any Sellers by reason of such compltance even
though such order, writ, judgment or decrec may be subsequently rev,ersed, modified, annulled
set aside or vacated. -

(8) Removal of Scllers’ Representative, Aulhoritv‘kof Sellers” Representative.
A majority in interest of the Sellers shall have the right at any time to remove the then-acting
Sellers’ Representative to appoint a successor Sellers’ chrcscntative‘T; provided, however, that
neither such removal of the then acting Sellers’ Representative nor such appointment of a
successor Sellers” Representative shall be effective until the delivery Lo, the Escrow Agent of
executed counterparts of a writing signed by such Sellers with re%pecl to such removal and
appointment, together with an acknowledgement signed by the bucce?sor Sellers’ Representative
appointed in such writing that he, she or it accepts the responsibility of successor Sellers’
Representative and agrees to perform and be bound by all of the provuslons 'of this Agreement
applicable to the Sellers’ Representative. For all purposes hereundcr| a majority in interest of the
Sellers shall be determined on the basis of each Seller’s Percentage Share as set forth on Annex 5
attached hereto. Each successor Sellers’ Representative shall have al} of the power, authority,
rights and privileges conferred by this Agreement upon the original Sellers’ Representative, and
the term “Scllers’ Representative™ as used hercin and in the Cash Escrow Agreement shall be
deemed to include any interim or successor-Sellers’ Representative. i '

i

(h) Irrevocable Appointment. Subject to Section 15.17(g), the appointment of
the Sellers’ Representative hereunder is irrevocable and any action taken by the Sellers’
Representative pursuant to the authority granted in this Section 15.17 shall be effective and
absolutely binding as the action of the Sellers” Representative under this Agreement or the Cash
Escrow Agreemenl. '
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IN WITNESS WHEREOF, this Agreement has been duly executed and delivered by the
\ duly authorized officer of each party hereto as of the date first above wmtcn

[

|

|

ATRIUM BIOTECH HOLD;CO, INC. el
W b

By: ,1‘5
Name: *i s‘
Title: F

!
!
|
|

ATRIUM BIOTECHNOLOGIES INC.

By: 7. @

Name: [ 4 ‘
Tl[le |
i
HVL PARENT INCORPOR}TTED -
By: E
Name: }
Title: | .




lN WITNESS WHEREQF, this Agreement has been duly exccuted land delivered by the
duly authérized officer of each party hereto as of the date first above written. |
I‘I l 1 t
i
0 ATRIUM BIOTECH HOLDCO,:WC.
:
By: L .
Name: ir i
Title: |
}
: ATRIUM BIOTECHNOLOGIES INC.
. e
! oo
By: |
L Name: | ‘
Title: ! i
i[ ‘ |
| _ HVL PARENT INCORPORATED
! By: %—1 L .
‘ B Name. -
f § Title: o
’ !
: i
: P
:
| o
! v
|
L
| !
o
' i
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IN WITNESS WHEREOF, this Agreement has been duly executcd and delivered by the
duly authonzed officer of each party hereto as of the date first above written.

SELLER: ;

E TA/ADVENT VIl LP.

. I
By: TA Associates VIII LiP. |
its: General Partner

]

I By: TA Associates, Inc. |
:i ' ; Its: General Partner "
S ' { ;
Nam¢/ o
Title: Lo
Lo
i :
i
[}

|
ADVENT ATLANTIC AND PACIFIC Tl L.P

By: TA Associates AAP III Partners
its: General Partner "

Its: General Partner

By: (Lj’gf_ 3. \L_c;.?j),_'

By: TA Associates, Inc. l
; :
|

TA VENTURE INVESTORS LIMITED

PARTNERSHIP '.f-
.
By: ﬂf\}’\g ltéﬂgg_,l\
Na.me S
Title: : ‘




IN WITNESS WHEREOF, this Agreement has been duly executed and dehvered by the
’duly authonzed off cer of each party hereto as of the date first above written. | .
. | [
SELLER: b
o
L. DOUGLAS LIOON E
. I
MALLIOUHANNA ASSOCIATES LIMITED
: PARTNERSHIP | :
Lo o .
if . L
By: o
. - Name: |
!3 Title: .
SAMUEL L. LIOON AND JACQUELH'\IE R.
LIOON, JOINTLY | L
,
< By: ' M
' ~ e: Samuel L. Lioon
| : k
: Vo |
! (P _ o b
By: &Hqu&/f g 1S Ll oyl |'1
Name? Jacqueline R. Lioon ' i
%; i
/ : ]
L
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‘ IN WITNESS WHEREOQOF, this Agreement has becn duly ex?cdted and delivered by the
i . duly authorized officer of each party hereto as of the date first above wriltteq.
| : .
; SELLER: 5
f JEFFREY D. LIOON |
; i
Il
i
| ]
oo
JEFFREY D. LIOON R_E.VOC)‘QLBLE TRUST
d 1
By%@% '
, Name: | |
) Title: I i
i. P b
- LEXINGTON DRIVE ASSOCIATES LIMITED
: | PARTNERSHIP o
@ «
35 " . .
% By: % L
3 Name: 5
;’; Title: Pl
& |
l : |
' I |
|
1
I
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IN WITNESS WHEREQF, this Agreement has been duly executed and dehvcred by the
duly authorized officer of each party hereto as of the date first abOVc wnttcn; !

SELLER: ¥

JW‘.’W 4
|

STALEY CAPITAL PARTNERS !

| By: /!If

Nﬁc s .S'Wl%’xt/

Title: 3
. '
l
o
Y :
{!‘ i
; ;
; )
|E . ;
I
% n L
) ; [ !
I i
. o
[
. T
. 1
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-
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IN WITNESS WHERLOF . this Agreement has been duly exccum(fl and dclwered
. by the d:1!\ authonzed officer of cach party hereto as of the date first above w ritten.

SELLER:

DB SECURITIES INC. CUST FBO
L v erMAURA CONNOLLY N

gy
%'mt-f’ ks

Name: Chris Harvey |, * /[
Title: |

l|“ ii.aéaiai%. T i

L {:'"i' )
il s Y - '

i . POWER OF ATTORNEY

DEUTSCHE BANK SECURITIES INC.

HOWARD A. CUBELL

RICHARD E. FLOOR

JOHN R. LECLAIRE

PATRICK G. LEPORE
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4 IN WITNESS WHEREOF, this Agreement has been duly execut'ed' and delivered by the
duly authorized officer of each party hereto as of the date first above written.
[

SELLER: I

5B SECURITIES INC. CUST FBA MAURA
" CONNOLLY ‘ |
]

|
Lo
| 1
|
[}

By:
Name: Chris Harvcyi
Title: !

|

HOWARD A. CUBELL

- —N<

RICHARD E. FLOOR

JOHN R. LECLAIRE |

PATRICK G. LEPORE |

S NY L3405 102v14




IN WITNESS WHEREQF, this Agreement has been duly executed and dellvcrcd by the
.’ duly authorized officer of each party hereto as of the date first above written. |
| SELLER: : o
ALEX BROWN & SONS, INC.,CUST FBO
MAURA CONNOLLY .
r!
By: |
; Name: .
f Title: g
!
|
1.
i HOWARD A. CUBELL - "
n |
. ‘ ' e »4/2”—/}?/’ I
® o RICHARD E. FLOOR B
: oy
b |- ; i
P
S
Lo
i :
- é
: JOHN R. LECLAIRE |
| |
5 PATRICK G. LEPORE |
= L
{ P
e
' b
i
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IN WITNESS WHEREOF, this Agreement has been duly executed z!xﬁd delivered by the
h party hereto as of the date first above written.

SELLER: ,
g DB SECURITIES INC. cusri'FB}x MAURA
! CONNOLLY il |
By: y
Name: Chris Harvey ;f
Title: o
o HOWARD A, CUBELL | |
;o

|
RICHARDE FLOOR | | !

' LECLAIRE o

]

! Co

PATRICK G. LEPORE o

..’5&; ‘ ‘ :
f"“";l’mﬁmn P

,:r H
feasta ! I
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- IN WITNESS WHEREOF, this Agreement has been duly executed and delivered by the
Lo -~ duly author:zcd officer of each party hereto as of the date first above wntten. | ; !
o | S | SELLER: }
P S |

{ - ALEX BROWN & SONS, INC. CUST FBO

o B MAURA CONNOLLY "
| ] ||
! f. [
s', ' v By: ! :
v Name; |
K Title: I
: nol
S : : HOWARD A. CUBELL o
' K |
: |
: - )
; | o
: : |
1 . i . ! |
' 0 L SO RICHARD E. FLOOR B
: : ;
1 j" f
[l I :!
: |. 1
S JOHN R. LECLAIRE T
o . .
_‘ o i
* S PATRICK G. LEPORE !
3 o
. I
: ; I
a “1 |- [t
ml:#mﬂ‘blv!q ! :
E
§
!
b
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N WITNESS WHEREOF, this Agreement has been duly executed and dehvered by the
duly authorized officer of each party hereto as of the date first above wnttcn

¥
Pl
MARIAN A. TSE i' f
!
Lo
NAEEM A. SHAIKH , ,
L
oo

ANTHONY WASSON,

.
[
l t
o
L
T™ MONK v
|
!
o
! i
I
oo
o .
: ' ::
R T .
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has been duly executed and delivercd by the 5

e date first above written.

.’ IN WITNESS WHEREOF, this Agreement

duly authorized officer of each party hereto as of th

e e
WARRENF. MELAMED ~

NAEEM A. SHAIKH ’
f
[ [
| !
[
ANTHONY WASSON -
|
i
‘ .
|

TIM MONK

NYLH3405102v14




1

eﬁec,uted and delivered by the

|
|
|

N WITNESS WHEREOQF, this Agreement has been duly

duly authorized officer of each party hereto as of the date first above written.

i

+

NAEEM A. SHAIKH |

ANTHONY WASSON

TIM MONK
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IIN WTTNESS WHEREOQF, this Agreement has been duly cxecut.cd and dclllivc.red by the
0 duly authorized officer of each party hereto as of the date first above wntten. o
i
!
5 | o
0 | .
WARREN F. MELAMED '
I
; MARIAN A. TSE If,‘ !
i o
) i
1
NAEEM A. SHAIKH 3
i

oo

=

L

{ i

1. '

i ™ MONK : :

; Eo
i !
N‘I'I:lhusml'zv“ ,

: .

i ,

‘ ! : b
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IN WITNESS WHEREOF, this Agreement has been duly exccutc(li and dclivcrcd by the

| o ' duly authorized officer of each party hereto as of the date first above written.
i
WARREN F. MELAMED

| o
3 MARIAN A. TSE |
I
: ! |
" NAEEM A. SHAIKH
E

ANTHONY WASSON

—~ |
{IM MONK D
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IN W[TNESS WHEREOF, this Agreement has been duly executed an
duly authorized officer of each pariy hereto as of the date first above written.

lci ée]iﬁcred by the

SELLER: T

L. DOUGLAS LIOON L
i
I }

MALLIOUHANNA ASSOCIATES LIMITED
PARTNERSHIP
;

Title:

|
],.
|
|

SAMUEL L. LIOON AND JACQUELINE R.

LIOON, JOINTLY
By:

Name: Samuel L. Licon | "
.
co

By: L !
Name: Jacqueline R. Lioon E :
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BIOTECHNOLOGIES .
\
CODE OF ETHICAL CONDUCT i
.

Atrium Blotechnologles Inc. («Atriumy») and all of the directors, officers and employees of
Atrium and its subsidiaries (collectively with Atrium, the "Corporatlon ) are committed to
preserving the reputation of the Company for its integrity and its excellence and conducting the
businesses and activities of the Company honestly and ethlcally and m compliance with

appllcable laws, rules and regulations. ;

Accordingly, the Board of Directors of Atrium has adopted this Code! of Ethical Conduct, which
applies to all directors, officers and employees of the Company and, its subsidiaries, including,
but notilimited to, the President and Chief Executive Officer, the Presndem of the Health &
Nutrition Division, the President of the Active [ngredients & Spemally Chemicals Division, the
Vice President Finance and Chief Financial Officer, all of Atrium’s Vice President’s, and
persons+performing similar functions. i

|
This Code of Ethical Conduct does not summarize all of the Compan!y’s policies. You must also
comply with the Company’s other policies which are set forth in other documents. In addition,
this Code of Ethical Conduct reflects general principles of conduct land does not anticipate or
cover in detail every topic or situation. If you have a question about anything covered in this
Code of Ethical Conduct or if you are unsure about whether some !action would be consistent
with this Code of Ethical Conduct, you can refer to the Vice President, Legal Affairs of Atrium
(the "Compliance Officer"). Therefore, if you should encounter a slutuatlon in which you are
unsure what to do, you agree to consult the Compliance Officer and ask for help.

Policies and Practice

i
General Conduct - Conflicts of Interest |

You must act ethically, honestly and with integrity. Your duty to act ethically, honestly and with
integrity includes avoiding actual or apparent conflicts of interest between your pcrsonal private
interests and the interests of the Company, including using your pOSItlon to receive improper
persona] benefits. This obligation applies to both business relatlonshlps and personal activities. A

"conflict of interest" exists whenever your interests (financial or otherwise) interfere or conflict
in any way (or even appear to interfere or conflict) with the Compan’y's interests. A conflict of
interest can arise when you take actions or have interests that may make it difficult to perform
your work for the Company objectively and with the hlghest efﬁcnency COI‘IﬂICtS of interest may
also arise when you, or members of your family, receive improper personal benefits as a result of
your position with the Company, regardless of where those benefits were provided from.
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You also owe the Company a duty to advance its legitimate interests| when the opportunity to do
so arises. You are prohibited from (i) taking for yourself personnali opportunitics that properly
belong to the Company or are discovered through the use of the Company’s resources, property,
information or your position with the Company; (ii) using corp(f)ra'te property, information
(confidential or otherwise) or position for personal gain; or (iii) competing with the Company.

Compliance with Laws, Rules and Regulations

I
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. . | . .
In performing your duties on behalf of the Company, you must comply with all applicable
governmental laws, rules and regulations, as well as the rules and regulations of any stock
exchanges and quotation systems on which Atrium’s securities are listed.
| |
Public Disclosure - Confidentiality of Non-Public Information |

As a public company, Atrium must provide full, fair, accurate, timely; and understandable
disclosure in reports and documents that Atrium files with, or sub“mi'l_s to, the Securities and
Exchange Commission or other regulators and in other public communications by Atrium

‘ P

Consequently, the Company’s books, business records, accounts an%i financial statements must
be maintained in reasonable detail, must appropriately reflect the QOlhpany’s transactions and
must conform both to applicable legal and regulatory requirements, 'including, if applicable,
maintaining the financial and accounting records in accordance with generally accepted
accounting principles, and to the Company’s system of internal contr:ols. Unrecorded or "off the
books" funds or assets should not be maintained unless permitted by applicable law or
regulation.
| i

In addition, all employees, officers and directors of the Company are expected to comply with
the Company’s disclosure controls and procedures to ensure that material information relating to
the Company is timely recorded, processed, summarized and reported in accordance with all
applicable laws, rules and regulations. You must ensure that all information or data that you
report to management is accurate and honest, and you must fully and!ac'curate]y comply with all
audits, requests for special record keeping or retention of docurrllents, documents or other
material from or on behalf of the Company’s auditors or the Company’s management.

You must also take all reasonable measures to protect the conﬁc;icntiality of non-public
information about the Company and its customers obtained or creatsl:d in connection with your
activities and prevent the unauthorized disclosure of such information unless required by
applicable law or regulation or legal or regulatory process. :

|
Compliance with this Code of Ethical Conduct i ’

I
All employees, officers and directors of the Company, regardless of their level or their seniority

in the Company, have a duty to review, understand and adhere strictly 16 the guidelines set forth
in this Code of Ethical Conduct.
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The Company is committed to helding all employees, officers and gilreclors accountable for
aciheredcc to this Code of Ethical Conduct.

]
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Duty to Report Violations of this Code of Ethical Conduct - No Retaliation
| .

The Company recognizes that employees may be reluctant in reporting certain types of potential

issues relating to violations of the Code of Ethical Conduct. It is for lhat reason, in addition to
those enumerated above, that the Company has selected an lndepcndent third party supplier 1o
provide a confidential and anonymous communication channel fo} reporting concerns about
possible violations of the Code of Ethical Conduct as well as financial and/or accounting
irregularities or fraud. !
All inquiries will be transmitted to the Chair of the Audit Committee and handled promptly and
discreetly. Anonymity and confidentiality will be maintained, The Company employees will not
be penalized, dismissed, demoted or suspended and no retaliatory a'ctlon will be taken against
them for reporting or inquiring in good faith about potential breaches of the Code of Ethical
Conduct or for seeking guidance on how to handle suspected breaches

Details, on how to access this reporting service or how to contact the Comphiance Officer are
available on Atrium’s Web site at wwyw.«triton-biv.com under section Investors/Governance.

Disciplinary Measures ‘

b

The Company is committed to the appropriate, prompt investigation and follow-up of any
violation or suspected violation of this Code of Ethical Conduct. Reports of violations will be
investigated. -

As far as legally possible, violations of this Code of Ethical Conduct may result in disciplinary
measures, including, depending on the individual circumstances, the level of involvement and
knowledge and the severity of the violation, (i) warning and/or reprm‘wnd (1) demotion; or (iii)
termination of the employment.

In addition, violations of this Code of Ethical Conduct may also constitute violations of law and
may result in civil and criminal penalties for you, your supervisors ancllfo'r the Company.

Waivers of any Provision of this Code of Ethical Conduct

Any request for a waiver of any provision of this Code of Ethical Conduct for a director, officer
or employee of the Company must be in writing and addressed to lhe Compliance Officer who
will forward same to the Corporate Governance, Nominating and Compensation Committee (the
“CGNCC™) any demand that involves a director or an executive officer of Atrium. This
Committee then presents all new demands as well as its recommendanons to the Board of
Directors who will approve or not all waivers relating to the present Code of Ethical Conduct
which concerns a director or executive officer. Waivers of any provnsmn of this Code of Ethical
Conduct for an employee of the Company (other than a person who is a director or an executive
officer of Atrium) may be made by the Compliance Officer.
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Atrium is required to publicly disclose any waivers granled to a dlrector or an executive officer
of Atrium, along with the reasons for such waivers, in accordance with the provisions of the
relevant rules of any stock exchanges and quotation systems on whlch Atrium’s securities are
listed. |
1
Amendments to this Code of Ethical Conduct 1
l
The Board of Directors of Atrium may update or otherwise amend lhlS Code of Ethical Conduct.
When there are material changes, the Company will provide each d|rector officer and employee
of the Company with an updated copy of the Code of Ethical Conducf. ‘

I
Adopted and approved by the Board of Directors on January 13, 2006 !
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PLEASE FIND BELOW A BRIEF DESCRIPTION IN ENGLISH OF FRENCH
DOCUMENT STARTING ON THE F OLLOV\{ING PAGE.
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Annual report filed with Industry Canada / Corporations Canada (Federal register) with annual
filing fees

DOCSMTL: 2226328\1




I * l lnduétrie Canada Industry Canada

Corpor;ntiuns Caonada Corporotions Canada

Les sociétés doivent déposer, auprés de Corparations Canada,
un rapport annuel {Formutaire 22) avec les droits prescrits,
dans Ies six myis suivant la fin de i'année d'imposition da la
sackté (aricle 263 de 1a Lof canadienng sur fes sociétds par
actions (LGSA)).

INSTRUCTIONS

E] indiguez Fannde pour laguelle vous 0éposez volre
{onmulaire atnsi que la fin de I'année d'impogtion telle gu'elle
sl délmie aux termes de la Lof da Fimpdt surfe revenu. Pour
pbtenir phus de renseighemsnts, consuftez ke site Web de I'Agence
du reveny du Canada {ARC), & I'adresse www.cra-arc.ge.ca.
Prenez nots qu'un changament apporté 4 la fin de 'année
d'imposition nécessite I'approbation de 'ARC.

(2] ndliquez 1a date de Ja dernvére réunion annuelle ov: fa date

de fa résolution écrite tenant lley d'assemblée, signée par tous

tes actionnaires ayant droit da vote. La résolution doit traiter

das points subvants :

» {'examen des états financiers,

« 'examen du rapport du vérificateur (s'il y a lleu);

* I3 nomination du vérificatour (les actionnaires d'une socigté
n'ayant pas fait appel au public pewvent décider de ne pas
nommer da vérificateur);

"+ Pélection d'administralgurs (s'il y a feu).

[5] Une sociétd nayant pas fait appel au public est une
société privée non assojettie & une loi provinciale sur les
valeurs mobiliéres,

Une socigté ayant fait appel au public est ung sociélé publique
assujettie aux Iois provinciaies sur les vateurs mobiigres,

(2] Déclaratlon.

Le formulaire peut étre signé par tout particulier ayant une
connaissance suffisanie de la société el autorisé par les
administrateurs (paragrapha 262.1(2) de la LCSA).

Par axemple :

« un agministrataur da [a sociéts;

« un dirigeant autoriss da la société;

+ un agent autorisé. |

Draits : déposé en ligne, 20 §;

déposé par la poste ou par tétécopieur, 40 $.
Les drolts sont payables & I'ordre de Receveur genéral
du Canada.

Déposez les docmjments en ligne :

Centre de dépdt des formulaires
en ligne de Corporations Canada :
hitp://corporationscanada.ic.gc.ca

Qu envoyez les documents par la poste :
Directeur, Corporations Canada
Tour Jean-Edmonds Sud

9¢ étage :

365, avenue Laurier Ouest
Ottawa (Ontario) K1A 0C8

Par télécopieur :
{613) 941-0999

IC 2580 (2004111}

LT_I Dénomination saciale de la société

Formulaire 22

, Rapport annuel
farticle 263 de la LCSA)

'

E Date de Ia dernidre réunion annuelle des actionnaires ou date de [a résolution

ecrlte tenant lieu d’assemblée

2,ololélo,5|0l2

Laquelle des situations sttivantes correspond a 1a vétre? (Ne cochez qu'une
seule case.) Veuillez vous reporter aux instructions pour obtenir jes définitions.

[: Société n'ayant pas fait appel au publici de 50 actionnaires ou moins

-[:': Société ayant fait appel au public

||'—, Société n'ayant pas falt appel au pubtic, de plus de 50 actionnaires
RAPPEL IMPORTANT

|

|
Changement d’adresse du siége social? ]
Remplissez le formutalre « Changement d'adresse du slége sacial - {Formutaire 3) et déposez-le auprés de
Comporations Canada,

Changement des administrateurs ou changement d'adresse d'un administrateur actuel?
Remplissez te formulaire « Changements concernant les admlmsualaurs » (Fonnulairg 6) et déposez-le auprés de
Corporations Canada.

Ces changements peuvert élre elfectués électroniquement, sans trais, par I'entremise du Centre de dépdt des
tormutaires en ligne de Corporations Canada, & ktpficorporationscanada.ic.ge.ca.

Généralités :

Pour obtanir de plus amples renseignements, veulitez consulter la section Formlaires, politiques, trais et Iégisiation
de notre site Web, A |'adresse http://corporationscanadaic.gc.ca ou communiquez avee nous au {613} 941-9042
ou au 1 866 333-5556 (ligne sans frals).

I';!éclaratiqn

I
Jrattests par la présente que je posséde ung co:nnaissani:e suffisante de la société et que je
suis gutorisé & signer et & soumetire le présent formulaire,

1
|
SMATURE K

Manon Deslauriers ‘ (413) 652-1173
04 £ LETTRES MOULETS 1 j MMERS OF TELEPHONE

Nota ! Falre une Tausse déciaration consiftua wie nfraction 8t soi auleix, SIW géclaration da cuipabilth par pracédure sommaire, est passibla
d'ume amende mademate de 5 000 § ou o'un emprisonnement mwmaidesn mois, ou de ces deux peines {paragraphs Z50{1) de 1a LCSA),

o
l " Canadd
|
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PLEASE FIND BELOW A BRIEF DESCRIPTION IN ENGLISH OF FRENCH
DOCUMENT STARTING ON THE FOLLOWING PAGE.

| ;
;

Annual declaration filed with the Quebec Enterprise Registrar in ord:erf to update the information
in the register concerning the registrant,
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3:?1‘:—:::':"’" DECLARAT‘ON ANNUELLE e

20
% Quebec oo | Persocnne morale 05
Pout modier les informations _
préimprimees ci-dassous, remplis L
les sectiona correspondantes du [
?ulrnulalm de correction,

i LES BIUTECHNDLDGIES ATRIUH INC .

1405, BOULEVARD ou PMI: TECHNDLOGIQUE
: QUEBEL [QUEBEC)
i

I
G1FP 4P5 | :
' 1
Vmcs vatre Numere d'Entreprise du Québec (NEG). :
Notez-le bien. De pius en plut dentreprises | |
publiques et privées vous en teront la demands. -
i

Etat des infarmations en date du: 2005-08-18
1149015712 £Dste dimmatric

14 NOM ET DOMICILE DE L'ASSUJETT! 18- DOMICILE ELV (Adrwass d‘l
; LES BIGTECHNCOLOGIES ATRIUM INC, !
N 1405, BOULEVARD OU PARC-TECHNOLOG I QUE '
it QuUEBEC (QUEBEC)

GYP 4P35
; Varsioh: ATRIUW BIOTECHHNDLODGIES INC.

1999-12-21

i

2 FORME JURIDIQUE DE L'ASSUJETTI ,
Compagnie .
Lol constitutive: 104 LO1 SUR LES SOCIETES PAR ACTIONS (REGIME FEQERAL) H
Date de constltution: 1988-712-%¢0 | !

24 CONTINUATION I3 rnANsFORMATION
! L'assujetti n'a jamels falt 1'cbjut de continuation ou de transformation

JB- FUSION .'scrss.lou ’ l !
L'assujerti n'a jamais fait )'ocbjet de fusion ou de acission

I

3C- AVIS DUNTENTION DE DISSOLUTION OU DE LIGUIDATION l
© L'assujettl ne Fait pas |'cbjat de dissolutlen ou de liquidatien |
i

44 NATURE DES ACTMITES )
Les principaux sacteurs d'ectivité do 1'assujetti sont: |
premféra activité : DEVELOPPEWMENT ET COMMERCIALISATION D' INGREDIENTS ACTIFS

t

' .
UTtLISES A DES FINS (3771
doux|dme actlvitd : COSMETIQUES €T NUTRITIONNELS (3771)

4B- NCMBRE DE SALARIES AU QUEBEC
Le nombre de salarlés de |'assujetti au Quibec est da 26 3 49

4C- PERIOOE O'EXISTENCE '
Il n'y a aucune date prévus de cessation d'salstence pour cet assujett]

4D. AUTRES NOMS UTILISES AY QUEBEC ;
ATRIUM

L'assujetti n'utilise aucun autre nem au Québec

GE-: NOM ET ADRESSE DES ETABLISSEMENTS Al QUEBEC
L'assujetti ne pesséde aucun autire ¢tablissement au Québec

5 NOM ET ADRESSE DES TROIS ACTIONNAIRES DETENANT LE PLUS GRAND NOMSRE DE VOIX ! '
Actiannaire majporitaire: Actionnaire su deuxisme rang des voix

AETERNA ZENTARIS INC, | SGF 50QUIA FNC. I '
o 1405, BOULEVARD 0U PARC-TECHNOLOGIQUE ¥19%, AVENUE LAVIGERIE, BUR. 410
QUEBEC 1QUEBEC) SAINTE-FOY (QUEBEC)
GiF 4P§ G1V 4N3

Actionnaite su troisleme rang das voix
FONDS DE SOLIDARITE DES TRAVAILLEURS .
OU QUEBEC (FTQ) .
8717, RUE BERRI i
" MONTREAL (QUEBEC) :
HZI™ 278

6 NOM ET ADRESSE DES ADMINISTRATEURS ' '

Administrateur: . Administrateur: l ‘
BOLOUC, YVOM BOUCHARD, ALAIN ' .
1, BOULEVARD GOUIN EST &, ROE NOGENT .
MONTREAL (QUEBEL) LORRAINE (QUEBEC} ' :
H3L 1A8 JEZ 448 i H
Présicent: Autre: !
BUPONT, LUC DUPONT, ERIC , \
120, CHEMIN THOMAS=MAKER 37, CHEWIN DU BOUT OF L'TLE |
\ LAC-SAIHT-JOSEPH (QUEBEC) SAINTE-PETRONILLE (QuéBEC)
GoA 3Ma Gos 4CO L
ddministrateur: Autre:
GAUTHIER, JACQUES LAURIN, PIERRE
2041, AVE DES SAULES 45, RUE OES FAUVETTES| |
SAINT-BRUNO (QUEBEC) VERDUN (QUEBEC) Pl
J3v 5Z8 HIE 1X4 .o
Administrateur: taminlstrateur:
LIMOGES, GERARD WILORD, YVES .
. e
i |
"I N p—
1 1
RESUE ICLF 50 2ul4-35-30 . . ' 1
: Copie a retourner :
b
| B I




FORMULAIRE DE CORRECTION PERSONNE MORALE 2005

' 163
A titre d’annexa, prendre une photocople de cetie page avant de commancer & Putiliasr. | . NE@: 1149015712 :

TASNOM £1 DOMIGLE DE A PERG e MGHALE =t e L | [E1B DG E ELU [A0esse 06 cOl @spondanca) P plitlaga: £ Mega s e sty |
e \
! I
! jout _] Rebait [
nom du destratare ‘I A E]
. | i
Veraion Enns Lo sulle [angus il ¥ B fiay |
F TG 3% 1 v, APRIBA R oM ge In e, app Jolneay I
| .
muneipaliteiilly province [Et mursgipalitadill o { N . peovinc s f Elat
. | y o
Code poiia Payy Tod® pOsGl pays |
| J1 | ! S

L b ma

E«;d;ld‘efamepndque: == ~ st e constiuten - i

FIDIGUE O oA FERSONNE MORRCE

CIE  Compagnie MUT Muwella dassuwtence  SYC Syndical da coproptiéié Lox cansliubve
COf Cotpitative APE Associshon personnifde AU Aubre l |
code 81 Autre, |8 datailler ottigaloirement Ieu (rovinca / Est{ pays} B

I |

O i § 3ot o A0 SRR B (e T Ml = T L R I S P A Bl TR
rovumile i apphcabie

| \

3A . Derniére continushon ou Contnuaron Trantkmaten annie moy jow Yoo (provines / Elat
ranstvmaton de In pel sonne mordle D - D l | l @ + f"“’

3B - Dornibre fusion au seistion Fution Scistion amnex MR I ey frovince Elat ] peye)
da la personne morale i | | ! L |

Si vout décialez una fusion ou wne seission, inEove la NEQ (51 y 8 lieu), 14 nom et le domicile dea personnes morales parie & la fusion {lax comporantas) cu ala sossion.
Si lespace pravu aatinsufSsant. remplir el joindia une annexs en indiquanl vore NEO <t Ia sechion qua vous coffiger. .

NEG YLy oo el T SR T N T ST S|
rom nam | B v
. | .
lisy province f Ewt/ pays] lieu (province / Elst f pays) i .
: |

3C . Avis d'intention ds dissalution ou de Bquidation - Marquer la case appropriée d'un X. [

Lorsque avis d'intention de sa dissoudre $& rapporte & une personhe morzie ragie par e Loi sur igs compagnies, une damande de disyolution deit egalement étre prasentie sy REQH
La personne morale déclare qu'etle & intenton de La persoane morale declers qu'slle n'e plus Tintenbon de

6 liguidet ou do se diszoudia ou de D 5o liquider ou de ’ " e dissoudre ou de

Jemande: 24 liquid: d der sa dissoluti ‘ der 18 liquigation D ' defnandar sa dissolubon D

A pr e i

; t it 5 ii:
X s SRR s H ol i

A) NATURE DES ACTT TES - Inscrire los deua principay onne morale,
™ secteur d'activitd o .
2* sectour 4 activité [
sl y & bau)
B) NOMBRE DE SALARIES AU QUEBEC Coden ]
Lo code correspondant au nombre de salefids au Quédec ast : L .E] ADwths D De28sar GOs25Chadd JDei000a2090 O Aucun

B0afa10 E DeS04%0  HDe5003 749 K Da 2500 4 4989

findiquat una fattre de A & O} COeMads F Det00a240 | De?504000 L 5000 #iphus

C) PERIODE D'EXISTENCE 51 'existence iigals da (8 pevsonna morale ast lirnitea. sanie mois pour I
K ajouter oy corliger, s y a hau, 1a date de cessation A
révug. ;L—-—l——-l ;
i . P . 1 i Ajout E] Refrait D
0) AUTRES NOMS UTIUSES AU QUEBEC = |
i

Inscfite un seul nom par case.

Ineriva las cortechons en termes dajout ou de reait, Si fespace préw estinsuttsant, | T TTTTTTTTTo o mmT I nnT
rernplit €1 jundrg Lne annex# on indiguant votra NEQ st In aection que vous carigez,

|

' Aowt ) et [ : poat 3 Rewat [
—
1

nd, nom ul ta rum, app fouremy

____________________________________ L

E) IDENTIFIGATION DES ETABLISSEMENTS AU QUEBEC |
IDENTIFICATION DE L'ETABLISSEMENT PRINCIPAL AL QUEBEC (ni ditiérant de [a sachon 1A) l
NG

: Ajout D Ratrait D

1 .
"""""""""""""""""""""""" provirce [ . “Toge poilal |
L : _l i
Princpaux secteurs d'activitd de I'établissament principal 1
T secteur d'acivilé I
2* secteur d'actmts > -
[3'# y & lieu} l
IDENTIFICATION OES AUTRES ETABLISSEMENTS AU QUEBEC Inscries log conrectons en tesmes d'ajout ou de retrait. Bi Fespaca prévs sstinsutizant.
{si ditsérent ce Ja secbon 1A} ramplif of joindre une annexe 9N vndnquu‘nt votre NEQ et la section que vous corligez.
v
o N, Ade O 18 R, 2D/DUERY lf ! J\iwlD Retail D
{
""""""""""""""""""" T 1
t :
_______________________________ povinee | R B codw pasial
i ! il |
Principaux sectsurs & echvits de cet dlablissement |
T sacinur g achvié P l
2* geciour ¢ clivild
sy atiew) »> I
nom' 1, A0 dR 18 e, PP ADLresy ‘ Ajout D Retrat [:]
"""""""""""""""""""" lmnm—

L

__________________________ prownce l —code posial
Principaun sectaurs d'sctivitd da cet établissement i

™ secteudr o nctivitd P

2¢ soctout 0 acbvitd » i
(s y a lieu)




FORM'ULAJRE DE CORRECTION PERSONNE MORALE

451
* A titrs d’zhnexa, prendre une photocopie de catte pagn avant de commencer a ['utiliser. | NEQ: 1' 14901 571 2
a T T & i ST " s
5 IDENTIFICATION DES AC RONgiaRES T s R AR At R (I ook TRARTS
Das qu'dl y 2 une moditcabion a apparier 3 une mkwmahm déja dedaloo '™ 1zg¢sua e 4Fur e Seboreaee I ;
veuiltez inscrire 3 noyveau pa ordre & importance. la nom el le domictle des trois I—,.:—,wﬁr L
achionnaies qui detiennent la plus grand nombie da voix. -ham déia ue. spo Dwesy l | .
: Oui  Nen mu;ﬂcp‘nKW | ' wawecs ] Bt
. .
Le premiey actionnaire detent b plus de 50 % 008 voux ? D .
e G %Fim_xm ELTE !
i L
nam ﬂulqn-mar athganaire A4 du roIsIME SEliaARa e l )
g ] 1 i
[ o 01 12 fat, 360 SEurean / ‘—"'mmhu | i I
i .
B ) :
i AN Ty l pravince f Ellll ! manicipaitivAle | K . pravmce f Ept
Tade poatal PAYE o9 R GO payy - :

| Ji j

| |

5 TCENTIFICATION OES ADMINS IRATEURS. {merobrgs dy Ehs it & AemniTtiagoe) |
tnscrire Tas coneclions, s 1l y a heu_ 51 F espace prevu esi msuffisant, remplr @ foindre
Une annexe en indiguant voire NEC et la sechion que vous conigez.

Coda des sdminusatous © [
PR Prasuent TA Tewsenw  SE Secrdtare

k AD Admeustiaimd AL Ruire
VF Vice-prasident ST Spcratave-lrivcrier i t

ccde | code cade o Aunae, le detadlar ohigalodemary code coae tadh  § Auve, le détad e obiigeioiremant .
AD] | : AINID Rwﬂlm | | L : ; sicur [ Revaitl__1
o GER T
Milord, Yves J | .
R o dela tuw ann Buraau AL ORI TUs &P JEulmay i T
172 Chemin Allard . ‘ ! \
Mumzip dhlevile 1DV municipahléAally [
Baldwin Mills (Coaticook) (Queﬁnmﬁmm | o provnce s Bt
i code rosial Payy ©od# podl pays
JIA | 284 || _Cacada I L l L
ccdeD . toas eoge b Asis, e dewalle abiigRIDIrETEn] Ajout @ HaluilD cpde codw code s Auwe, s do;:a-lle}_ sbligaioiramant Ajout D meD
AD | P
e ] | | s I ! l
Poulin, Placide | ] !
B roman T3 fug. app.tiedu AF. nam deTarue, app Tureau A
583, Ste-Madeleine I ! :
[ swaTe vy ol I (T -
Ste Marie Beauce {Québec) e l( I ponres
, Ccow paslal Days code pey pays .
G6E | 3H9 || Canada f L | 1 .

"code

whury, Iy nm lr obhgalowsmant

prownce / Emt

Aute, s delddIe athgare L
codr | I:nu. Is- e, le culalier aChgEIo sema AjoutJ H‘""DI ceae ‘c:m- Icm- A out L Aewg[_J
=0 rom .
| .
RO, Tom Ok [# a7, Apa Jowead nom g la e, e bweau 1 ‘ . \
o i :
e TN MNP * l prownce / Ex

cods polal pays

L -l

EORINISTRATION [prémident = secrélmie» printipal diflgennt-Eti s

Inscrire kes madhcations & apportar gu code de fonction, au nom et au domicile du
président, du secrélaire ot du principal dirigeant qui na $on1 pos membres du conseit
d'admimstrabon

Sila personne morale n'a ni domicile hi établinsement au Québes ou est dispansés
par teglemient de declarer I'sdrasse de yon domicila a'ou de ses dlablissements,
iINSenre ka nom et ' aﬁusu complate dun fonds de pouven qui réside a Quabes,
Si le fondd da pouvoir dédard Ay regishe n niplu: fequis. 1elired 100 rom ¢ son

o hom JRTa e, 0D Thureay

mUrkCIpaHTEl e pegvince { Etgl

1
—ccdw perial

i I

apout ] Retrat(J

Coasdetdrigaania: PR Pramasst SE Secrelsre PO Poncipel dingesnt wresse.
cage ! Aot T At | nom ' ot Aevat ]
I .
am L [ 7 "G d# 18 fus, AERJDW abG L | 1
. ' .
M rom Ja larue, ape.] "y sncgalilnle I punince
[Tt pan IR provinc e / Etat code posfal l E ]
: I { E
Tede postal H ] -
i FL
Jout J Retat ] N N
coar Ao . Sita morale astrep i pu une nauonna cha dadministrer
| ; 'ensemble de sas biens, inscrite le nom, I'adiesse compléte st la code correapondant a
o (5 qualits da cette parkonns. Sil'adminisbatew du bien d'autryi declaré sv regisye

n'#st plus requis. retirer s0n Aom of fon w,u.

Cods de | admrustatew : 1

CU Curtesr  Fi Ftuzate U thlll\ﬂl
50 Sequestry  3Y Syndc AL Autre

| 1 AiwlD Roua‘rl":]
(401 » Agltre, (& deldile? Qbhgatrament I‘

] i .

O™

toda Foila

I

[ Y ROm O 18 TUe. 3pp Joehy ] f
It . | . ;

—_— e MG LT | . f prownce J Emi
i
T ASm 08 Ia fod, ADP DRy cod® parial Bays \ o T
| it vt
UM ISt vine - pravince f Elat ] [ )

) ”
Fayy '

| Certitication’
Manon Deslauriers

Ju i

domiciig{e) au

N“”"'Jé’ﬂ'm"?ﬁ'émqf’aroline-Valin. Cep—Rogge {Québec) GLY 3R1,

" Canads

NF, rem dnlarue, up;bwuu mumcipaing dlls, pravinca, cose postal et pays

paiement tequis, le cas échéant, Iccompagne la présente declaration.

Signature

atiests que | suls |a parsonna autctisée par la personne morale & sigher la prasente deciaration, que les renseignements déclards sonl vrais, el que ie

NN

i-%r.':)’ //,39

e
Date {snnwe, mars, powf
)




EQ s

TN

2005

32.2_0 1
311, AVENUE KENSINGTON 172, CHEMIN ALLARD |
WESTMOUNT {QUEBEC) BALOWIN MILLS {CDATICOOK} (QUEBEC)
H2I 2H2 1A 254

7- JDENTIFICATION DES PERSONNES QUI NE SONT PAS MEMBRES DU CONSEIL D'ADMINISTRATION i '
" {prasident - secrétaire - principal dirigeant] |

)
Principal dirigeant: Secrétalre: | o
BORDELEAL, RICHARD DESLAURIERS, MANON
BB, CHEMIN DE L& PLAGE SAINT-LAURENT 4622, RUE CARDLEINE-VALIN
CAP-ROVGE {QUEBEC) CAP-ROUGE {QUEBELC) I

8- NOM ET ADRESSE DU FONDE OF POUVQIR

G1Y 17 G1Y IRY \ 1
L'assujettl n'a pas de fondé de pouvolr - |

9- NOM ET ADRESSE DE L ADMINISTRATEUR DU BIEN D'AUTRW

Signez a \a sectlon CERTIFICATION de la dornliare page du fordwlalre et runurnn":euus les pages.
+ B

L'assujetti n'ast pas repreasentd par une persanhe chargie d'administrer |'ensemble de ses biens

=830R 1G4 2004 04-40




I*l Industry Canada Industrie Canada ' Form 6 - Formulaire 6
0 Corporations Canada Corporations Canada :

|
Changes Regarding Directors - Changements concernant les administrateurs
(Sections 106 and 113(1) of the CBCA - arnc!e 106 et paragraphe 113(1) de la LCSA)

Processing Type - Mode de traitement: E-Commerce / Commerce-E Date Filed - Date de dépbt: 2006-04-03
! Corporation name - Dénomination sociale de 1a société 2 | Cnrpnrfutio_n No, - N° de la société
LES BIOTECHNOLOGIES ATRIUM INC.- .
ATRIUM BIOTECHNOLOGIES INC. 369384-8
3 The following person(s) is {(arc) newly appointed director(s):
La(les) personne(s) suivante(s) est{sont} nouvellement nommdée(s) administrateur(s):
L]
Name - Nom Effective Date - Date d'entrée en vigueur

\‘:VSE JULIEN 1006-03-06 L

The following person(s) ceased to be director(s):
La(les) pcrsqnne(s) suivante(s) cesse(nt} d'agir & titre d'administratenr(s): l
Name - Nom Effective Date - Date:d'entrée en vigueur
. i
t
|

5 Members of the board of directors (list all board members including newly appointed director(s)): :
Membres du conseil d'administration (liste de tous les membres du conseil, y compris les admtmstratcul;s nouvellement

nommeés); -
: t Canadian Resident {Y/N})
Name - Nom Residential Address - Adresse domiciliaire ] Résident canadien (O/N)
FLACIDE POULIN 533, STE-MADELEINE STE MARIE BEAUCE, QUEBEC C.ANADA G6E 3H9 Y
ERIC DUPONT 37 CHEMIN DU BOUT DE L'ILE STE-PETRONILLE, QUEREC CANADA GOA 4C0 Y
LUC DUPONT 120, CHEMIN THOMAS-MAHER LAC-SAINT-JOSEPH, QUEBEC CANADA C0A 3MO Y
PIERRE LAURIN 45 RIJE DES FAUVETTES YERDUN, QUEBEC CANADA H3E 1X4 Y
ALAIN BOUCHARD 6 RUE NOGENT VILLE DE LORRAINE, QUEBEC CANADA J6Z 4)% Y
YVON BOLDUC 1, BOUL. GOUIN EST MONTREAL, QUEBEC CANADA H3L JA6 Y
JACQUES GAUTHIER 1011, RUE DES SAULES ST.BRUNO, QUEBEC CANADA J3V 578 Y
GERARD LIMOGES 311 AVENUE KENSINGTON WESTMOUNT, QUEBEC CANADA H1Z 2H2 Y
YVSE JULIEN 464, AVENUE CLARKE WESTMOUNT, QUEBEC CANADA H3Y 3C7 . Y
. . ey
' | 6 Change of address of a director: N C‘: = =
Changement d'adresse d'un administrateur: = IL,..‘ = -
! Zo B im
Name - N Residential Address - Adresse domiciliai of 2
ame - Nom (+ It - [€53¢ domicihalre i o -~ D
[ s \ 7
i o~ D
12}
. | -3 e
7 Decluration - Déclaration: Loy , o :—; U ' g
1 hereby certify that T have the relevant knowledge of the corporation, and that | am authorized to sign and submlt this form. s ]
Fatteste par la présente que je posséde une connaissance suffisante de la société et que je suis auterisé 4 signer €1 A sournertre le préscm t'nnnuram
S
|

i rrie—

Print Name - Nom en lettres moulées
MANON DESLAURIERS
Telephone number - Numéro de téléphone

(418)652-1116 x245

Signature i

Note: Misrepresentation constitutes an offence and, on summary conviction, o person is liable to a fine not exceedmg $5000 or to imprisonment for a t&rm not
exceeding 5ix months or both (subsection 250(1) of the CBCA), \

Nota: Faire une fausse déclaration constitue une infraction et son auteur, sur déclaretion de culpabilité par procédum sommaire, est passible d'unc amende
maximale de 5000 $ ou d'un emprisonnement maximal de six mois, ou de ces deux peines (paragraphe 250(1) de la L.CSA).

~ Canadi




¢ RECEIVED)

B0 MY -2 P op3s

GEFICE GF INTERMATIO
CORPORATE witg s’

PLEASE FIND BELOW A BRIEF DESCRIPTION IN ENGLISH OF FRENCH
DOCUMENT STARTING ON THE FOLLOWING PAGE.

1

1
b

Amendir{g declaration filed with the Quebec Enterprise Registrar in order to update the register
due to the addition of a director. -

DOCSMTL: 2226450\ r




Registraire
des entreprises

Québec

‘lemplir les deux exemplaires

du formulaire.

Nomde la personn’e moréie - nscrire le nom apparaissant actuellement au Registre des entreprises du Québec.

Dectaratnon modmcatlve

0 !

A
e

Personne morale

Lo

1
SuT,

'Ia publicité légale des entreprises individuelles,
! - des sociétés et des personnes morales
. (L.R.Q., c. P-45, art. 34)

1

Les Biotechnoiogies Atrium Inc. P Ob"sat‘?ifa _
o " | S e Se MU GUEBEE D,
| ' B T |
: oo [1itiaiofofns 7112

=" Remplir uniqguement les sections ot une modification doit etre effectuee =

- identification . Une modi caimn au nem entrainera le remplacement du nom déclaré au regisire. Inscrire fe nouveau nom de la personne morafe si celui-ci a été légalement changé,
Ceﬂe dedlaration ne constitue pas une ‘nocédura légale de changement de nom. Sice nom est dans une autre langue que le frang:als dedarer la version frangaise de ce nom 5'il en existe una,

sinon voir la section 4E

"A)ENdmiel

Nouveaus nom

I BYZDomicile’

‘elii{adressed

g ﬁﬁ'e'éﬁb“ﬁdance} LR e

,,,.,,-:l—

au regisire.

Versiop dans une autre langue, 57y a llew

|
Marquer d'un X si vous désirez retiref 'adresse de correspandance déja déclarée

S O

Pour déclarer gu modifier une adrlessé de correspondance, remphir toutas les cases ci-dessous.
[P

i Nom du deslinataire l
Domicile - Inscrire la nouvells adresse, 5y a liew. P
Ne Nom de la tue, app.foureay N* Nom da la rue, app /bureau ‘
Wunidpattarlle ProvincalCil MumiGpakanille | I Frovince/Etal
Codeposlal__ T Pays Codeposial Pays
' ]

.M!H

i ! | “ } 1
2 - Forme Jur |d|que : Inscrire le code correspondant 4 la nouvelle forme juridique. Cette derniére ne peut &tre modifiéa que dans les limites légales permises.

Codes :

CIE Compagnie:i’;
COP Coopérative

MUT Mutuelle d'assurance
APE Association personnifide AU Autre

SYC Syndicat ¢e copropriété

Si aulre, is détailler obligatoirement,

Fusion .

O Sdsslon'; .

O

[___Code T {oiconslitutive Lieu {province/Etatpays) L ! . e e _D?.l;!!’ﬂ.‘??ﬂﬂﬁ_l’rtlgw7____‘____
' i i i | H i
| s S
4
3- Disposilions pa rticuliéres - sir espace prévu est insuﬂ' sant, joindre une annexe remplie en deux exemyplaires, en ind&qdén! vatre NEQ et ia section correspandante.
A} COnNUAtIONIOU A TaNSIOTMAtON Gk s i) s Fe oA S RS U e e et N (o SR g G L e e oy et
Marquer d'un X sila personne morale & fait /'objet d una conhnuallun ou dune transformation depuis sa dermefe déclarann et Inscrire Finformation appropride.
Nouvella lol apphicable : e AOOES” 7 Mol T Jour
Continuation [ | Transfo(matxon [:l | T ] i |
1
|
‘ ‘QB')ZE&hs’ﬁﬁ?oi:’fécuéﬁ&n"?ﬁ‘“q“u?a’iﬁ T3 5 1 (JoreoNB ROTHIG aLtar 1 pbjet gune fusion Si i rﬁ'@[e‘éedéiaﬁi’éﬁ%{ﬁs“@"w Vinfornalih Spprophess
{iew (province/E ta¥pays) - P Mol _ & Jowr_

P
P

Inscrire les nom, domicile et numéro d'entreprise du Québec {NEQ), 5l y a tiev, de toutes les parsonnes morales parfie 8 cette fusion simplifiée (les compesantes) ou & cetle scission,

i i | - -
: 1 ] . . ; i o
Numéro d'entreprise du Québec (NEQ) 1 | 1 i o Numéro d'entreprise du Québec (NE?) 1101 ; ; { Pl
I 1 | v H ! i i i
I Nom Nom [N
(]
! ! S
N Nom deta rue, app fbureau N? Nom deta rue, app.foureau 1
|
Muni}:ipa’néwiue Province/Etal Municipaiitéfvile N Province/Etat
i 1
. 1. !
Codepostal ____ _['Pays Cede posh] Pays 1
i { :
! | i | ! r ‘

21101:1 (2006-01) B
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!

W Numérotaghtreprise dUQiiebecT(NEQ

Aly

1 71l

ORI

lution doil également étre présentée au REQ.

La personne morale déclare gu'elle a lintention:
de se liquider ou de
demander sa liquidation L—_]

de se dissoudre ou de
demander sa dissolution

[

La personne morale déclare qu'elle n'a plus l'intention :
de se liguider oude de se dissoudre ou de

4 - Informations générales

demander sa liquidation !ﬂ demander s5a dissolution D

tAJiNatire desdet principaux/secteursid:activité deapersonfie moral

En cas de modification, réinscrire les deux principaux secteurs d'activitd.

17 secteur d'activité

2* secteur d'activilé (sl y a liey)

{BfNombie
O Aucun D

Rebie
L]

F DetD0a248 ]

ADeias
B Deba10 [ ]

C De
D De26ads [ ]

; o DA T R
G De2soasas [ | 1'oe7soasss [
M De5004749[]  J De 100052499 ]

K De2500449g0 [ ]
t soooetplis [}

TR

R R

[ Rehode eHstents e es

I D)zldentification des’ et e eR
» Toul changement concamant )'établissement principal doil étre déclaré dans la section

+ Pour modifier soit le nom, I'adresse, les deux principaux .
dtablissement sous ajout et toutes les coordonnées déja déclarées sous retrail
+ Sivous avez cessé d'utillser un nom déclaré dans un

Si Fexistence légale de la 'bersonne morale est limltée dans le temps, inscrire la date de cessation prévue, !

- Pour ajouter ou retirer un établissement, inscrire 'adresse de cel établissement en précisant e nom qui le désigne ef es deux principaux secteurs dactivilé qui y sont exercés.
secteurs d'activité d'un établissement ou une activité & déctaration obligatoire, inscrire toutes les coordonnées désignant cet

tablissement, veulltez également le retirer dans la section « Autres noms utilisés au Québec n.

Etablissement principal au Québec
Nom
Ne Nom de tarue, app.fburesu he Narmde la e, app.fburtay
P
Municipalité/ville Municipakté/ville l
Province Frovince l . Lodeposlal

oo U —
H i

Principaux secteurs d'aclivité de cet établissement

Principaux secteurs d activité de cet slablissement

1% secteur d'activité

2* secleur d'activilé {s7y a hew)

1" secteur d'activité

A1 2+ sacteur d'activile (37 y a lieu}

\
i
¥

Autres établissements

Nom

R T

|

N Nomae la rue, appJtureau

Nom de la rue, app.fbureau

Municipalité/vile

Municipalité/ville

Province Codepostal__ ] Province Lodepostal
1 ; 3 H i . H H
I I S T - Ll
Principaux secteurs d'activité de cet établissement |-Raser miristeationz] Principaux secleurs d'aclivité de ce! établissement ot
1~ gecleur d'activité i ; ] 1+ secteur gaclivité ‘Bl

2 secleur d'activilé (sl y 8 liew)

2* secteur d'activild (s'il y 8 ieu}

i

-» Activité a déclaration obligatoire : Marquer d’un X si

U

vous exploitez un point de vente de tabac au détail (001).

-» Activité & déclaration obligatoire : Marquer d'un X si vous avez
cessé d'exploiter un point de vente de tabac au détail (001).

21101-2 (2006-00@

" &ilespace prévu est insuffisant, joindre une annexe remplie en daux exemplaires
la section correspondante et les modifications en termes d'ajout etou de relrait.

en indiquant votre NEQ,
2des

:
|
|



1

Informations géﬁérales (suite}

+ Tout changement concernant ['établissement principal doit &tre déclaré dans la section préwue & cette fin, V
- Pous ajouter ou retirer un élablissement, inscrire adresse de cet dlablissement en précisant le nom qui le désigne elles deux principaux secteurs dactivite qui y sont exercés.

1

%‘%ﬁjuuﬁeia‘d'ent‘ gldu ““’(NEQU‘;.% ﬁﬁ&
NEQ 1j1§4.9§oi1 570112 4N\

« Pour modifier soil e nom, l'adresse, les deux principaux secteurs d'aclivité ¢'un établissement ou une activité 3 dédaraition abligataire, inscrire toutes les coordonnées désignant cet

établissement sous ajout ¢t toutes les coordonnées déja déclarées sous relrail.

+ Sivous avez cessé dutiliser un nom déclaré dans un &tablissement, veuillez également fe relirer dans 1 section « Autres aoms ulilisés au Québec »,

Autres etabl:ssemenls

TR

Ne Nom de la rue, app./bureau Nt Nom de la rug, app.:’hureau
Municipatité/ville Municipatitéhville i
: :
Province _QQQ_B_ posial__ __ ... .| Province |
L P !
Principaux secteurs d' actlwte de cet établissement Réﬁtfrfg,é_@m éﬁmrﬂfﬂfﬂf@n‘« Principaux secteurs d'activité de cet &tablissement
17 secleur d'aclivilé A 17 sectewr d'activile !

7 secteur d'activité sl ya Beu;

o[ 7 sectewr daclvité (sdyates) |

- Activité & déclaration obligatoire : Marquer d'un X si
vous exploitez un point de vente de tabac au détail (001).

O

=» Aclivité & declaranon obligatoire : Marquer d'un X si vous avez
cessé d'exploiter un pamt de vente de tabac au détail {001).

El

E} Autres noms utilisés au Québec

Québes. Sl s'agit d'une marque de commerce, le préciser,

+ Dadarer tout aulre nom utiisé parla personne morate dans Fexercice de ses aclivités, dans F'exploitation de san entreprise o aux fins de la possession d'un droil 1éel immobiier autre qu'une pricrité ov
une hypothéxue. Cela comprend notamment les noms demprunt utiisés, les noms de marchandises ou de sarvices (marques de commen:e) dort fa personne morale est propriélaire ou usagére au

+ Déadarer tout nouveau nom sous apul et lout nom qu| nest plus ulilisé sous retrat, Une version frangaise est obligatcire pour chacun des norns déclarés dans une autre langue.

e m@ﬁ; S

{Retrait e W]

T
M A

T e

Nom ' Nom i
Hom Nom |
|
. . . v
5 - Identification des actionnaires - Pour toute modification, réinscrire par ordre dimportance Ie nom et ie damicile des trois actionnaires qui détiennent le plus grand nombre de voix.
- —
g . . . o e ‘
Esl-ce que le premier actionnaire détient plus de 50 % des voix? Marquer la casa appropriée d'un X, ou [ Moo [
Nem du premiar aclionnaire i '
[
N Nom de |a roa i ' Apo fhureau
Municipalilvia - Province/Elat Codepoeldl.., — - -] Pars
N VE H 3 H
‘ D
Nom ¢u deuxidma actionnaire -
‘ I
N* Nom de la rue | App Jhureau
b
Muricipalitéhille Province/ al CQdF postal e Pays
\ i Lt
Nom du troiskeme actignnaire {
|
N¢ Nom de la rue ! Appfoureau
[
Municipatiteiille Province/Etal G‘de poslal g ] | Pays
3 ; i
} I 1 i

"Si I'espace prévu est insuffisant, joindre une annexe remplie en deux exemplaires, en indiquant volre NEQ,

21101-3 (2006-01) B

la section correspondante et les modifications en termes d'ajout etiou de retrait,

Jdeb



NEQ [ 411

ﬁ-(.},,ﬂii’rﬁém'd entrepnse=du Q""b'e'é‘mEQ) a,_,.

49015712

7

Ay

- Identification dgs administrateurs {qui sont membres du conseil d'administration) - tascrire ‘e code deilnncu‘on, e nom e1 le domicde pour ‘DUt changement (ajout!
retrait ou modification de la fon'ctidn ou du domicile d'un administrateur).

Exemplas ;

-les gouveau x administratewrs : marquer la case ajout d'un X el inscrire les informations les concemant;

- las personnes qui p'agissent plus comme adminislrateurs : marquer Ia case relralt d'un X el inscrire les mfonnatluns les concernant;
- les administrateurs dont la fonction ou le domicile est moaifié doivent foumnir towtes les informations fes concemant (code de fonction, nom ef domicile) :
marguer une case relrail d'un X et inscrire les informations déja dédarées; marquer une case ajout d'un Xeli |g1§cnre_ les nouveltes informations.

Codes da fonction

PR Président.

SE Secrelaire

ST Secrélairé-lré?@rier!

Au Aute

]
: i
T S R R A

i i

I
1
i

des administrateurs - VP Vice-président TR Trésorier AD Administiateut,
Ajout \---‘------L-@Pr‘!‘?ﬁl < ome -~ | Sicade AU, le détailler obligatoirernent. Rl [ [-reorg CoEY T Sic000 AU T GRtalr bigata et
Rewait [} [AD | Retrait [_] ! I
Nom et prénom - Nom et prénom l | ;
Julien, Yves .‘
N Mom de la rue, appariement N* Nom de a rue, appartement
464 Avenue) Clarke
Municipaiitéfville ; Provincelt fat Municipalitéhane I . ProvinceE1at
Westmount Québec v
Codewstal_.. e wemyen | POYS Loceposlal oo [ PaSS
Hi3!y!3]ci7 |canada | R N
AJD':" D ...‘_..._._:,‘PHQ?(S.), ' .. Sicodn AU, le détailler obligatoirement. Ajoul j e Wﬂﬂ!}‘“l:”"% Sicode AU, le détailler obgatoirement.
Retrait [_] i Retrail i l] |‘ &
Nom et prénom Nam et prénom HS
EE
N tlom de la rue, appariement Ne Nom de Ia 1ue, appartement
‘ ' L
Municipaliléfvilte . ProvincafEtat Municipafité/vite | ' Province'Eiat
3 1
Codepostal_ ] Pays LT ———
P - . i P '
: NN ‘ i HEEIEE
Aout [ ] Aﬁnde(ﬂ ... .| 5icode AU, le détailler obligatoirement. Aoul | ] ._,Ggﬂs(ﬂi, : [ Sicode U, e détaler oblgatarement.
Retrail i i Relrait I ;!
Nom et prénom ' Nom &t prénom
Ne Numdelarue.éppartement N* Numdelame,appanerrienl
' g .
1
Municipalitéhville Province/Etat Mynicipalitavila ‘ Provinceittal
Lodepostal — "7 [ Paps LTI R —— ‘
ool ‘

7 - Fondé de pouvoir - Sita personne morale n'a ni domicie ni établissement au Québec ou est dispensée de déclarer Fadresse de son domicile elou de ses établissements, inscrire le
nom el l'adresse compléte d'un fondé de pouvair qui réside au Québec,

Marguer d'un X sivous désirez retirer le fondé de pouvoir déji déclaré au registre.
Pour déclarer ou modifier des informations concemant le fondé de pouvoir, remplir toutes les cases ci-dessous. P

O

Nam
Ne Nem de lﬁ rve | E Appibureau
i |
Muricipalitinville Province j Codepostal . -
RREN
: 1
Sn l'espace prévu est insuffisant, joindre une annexe remplie en deux exemplaires, en lndlquant votre NEQ,
la section correspandante et les moedifications en termes d'ajout et/ou de reiran
{
1
®
. [
. by
i
211014 (2006-01} B : 4deb
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5 ..
Identification des personnes qui ne sont pas membres du conseil d’administration (président, secrétaire, principal dirigeant)
+ Pour ajouter des coordonnées, inscrire le code de fonction, e nom et le domicile sous ajout,
+ Pour retirer des coordonndes déja déclarées, inscrire le code de fonclion, ke nam ef le damicile sous retsait.
* Pour modifier des coordonnées, inscrire les nouvelles cocrdonnées sous ajoul et les coordonnées déja déclarées sows retrait,

Codes de fonction : PR Président SE Secrétaire PD PrlnClpa! dlngeanl ' .
A T REC rETE RIS - e 0
TR HRTAOUNT N SRRl
[ _Code _ Nom. et prenom Lode 1 Nom o pré m
| '
by Nom da fa rug, appJbureau e Nom de ta rve, app./bureau
1]
Municipaliléivills Province/Etal Muricipalitéivilke i ProvincalEtat
: ' !
_Cods_posial _I”__; Pays Code posl't_al Pays
: i
| | :
.Lode _| Nom et prénom _Lode_ | Nom et prénom |
!
L3 Nom de Ia rue, app./bureau Ne Nom de |2 rue, app./bureau
i 1
1
Municipalilisfville Province/Etat Municipalité/villa } . Province/Etal
I
_CE__ e posial Pays Code postal Pays
. _C,O,deu Nom et prénum ﬁ.rcgie._ Nom el prénom |
i ) [
I Nom de Ia rue, app.Jbureau [ Nom de la rue, app.hyreau
Municipalitéfville Province/Etat Mounicipalitéhville } ProvincefEtat
Pays Lodepostal ___ _ TPays |
| T / b
I 1
[ { |

‘ 9 - Administrateur du bien d'autrui -
: confére 4 la personne morale.

Cetie personne ales droits et obligations que ka Lol sur la publicitd iégale des enitrep{r"ses individuefles, des sociétés of des personnes morales

' Marquer d'un X si vous désirez refirer l'administrateur du bien d'autrui déja déclaré auvegistre, . . . . . . . . U—_!

Pour déclarer ou modifier des informations concernant Fadministrateur du bien d'autrul, remplir toutes les cases ci-dessous.

CU Curateur | | FI Fiduciaire [ ] LI Liguidateur [ ] SQ Séquestre [ | SY Syndic [1] .
Si autre, ks détailler obligatoirament.
. |
AU Autre [ ] I
Nom Ne Nom de la rue, app/iureav
|
Munlcipalitésville Province/Etat k%mtﬂil : Pays
i | i
10 - Certification I
i
Je Manon Deslauriers !

Prénom et nom de la personne autorisée (en jeltres moulées)

CANADA

domicilié(e)au 4622, RUE CAROLINE-VALIN, CAP-ROUGE, QC G1Y 3RI,

Ne, rue, appartement, municipalitéville, provincs, code pastal et pays

atteste que je suis la personne autorisée par la personne morale & signer la présente déclaration et que les renseignements déclarés sont vrais.

%06/ oy/03

Signature obligatoire

[

Date (annee/moisfjour)

. 2

21104-5 (2006-01)

Un exemplaire de cette dédaration sera déposé au Registrs des entreprises du Québec et l‘autre vous sera retournd.
SIGNER ET RETOURNER TOUTES LES PAGES DE CETTE DECLARATION EN DEUX EXEMPLAIRES

NE PAS TELECOPIER.
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This short form prospectus constitutes a public offering of these securities only in those jurisdictions where they | ety be fawfully offered for serle ane therein only
by persons permitted 1o sell such securities. No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim
othervise. These securities have not been and will not be r egistered under the United States Securities Act of 1933, as amended, or any state securities lmvys of the
United States and, subject 1o certain excepiions, may not be offered or sold within the United States of America. See " Plan of Distribution”. Information has
been incorporated by reference in this short form prospectus from documents filed with securities commissions or similar authorities in Cunada. For the
purpose of the province of Québec, 1his simplified prospectus contains information to be completed by consulting the permanent information record. Copies of the
documents incorporated hérein by reference and of the permanen information record may be obtained on rcquc‘sr without charge from Mme. Manon Deslauriers.

Secretary, Airium Biotechnologies Inc.. 1403 bowdevard du Parc-Technologique, Quebec City, Québec G1P P35, reiephone {418} 652-1116 and are aiso available
electronically al www.sedar.com.

SHORT FORM PROSPECTUS
Secondary Offering

September 28, 2006
\ .
\\\7% o
R =
ATRIUM \ 22 ¥ =
BIOTECHNOLOGIES ‘ Jo Z
$62,094,000 ; P2 o

|
1
o

3,930,000 Subordinate Voting Shares ‘_"“‘-"-.i — a

ra

Of the 3,930,000 of our Subordinate Voting Shares offered hereby (the “Offering™), 3, 485 000 Subordmate Vollng Shar1 are
being sold by /Eterna Zentaris Inc. (* Aterna Zentaris”) and an aggregate of 445,000 Subordm'lte Voting Shares are’being $old by
Richard Bord¢leaw, Charles Boulanger, John Dempsey, Manon Deslauriers, Jocelyn Harvey and Dr. Serge ‘:’elle each of whom is
one of our senior officers (coliectively, the “Officers”). /Aterna Zentaris and the Officers are sometimes collectiv ely referred to
herein as the “Selling Shareholders”. Prior to the closing of this Offering, Aterna Zentarls will convert 2,947, 004 of our Multiple
Voting Shares held by it into an equivalent number of Subordinate Voting Shares, to be so]d by Aterna Zentaris in the Offering
along with 537,996 Subordinate Voting Shares that it currently holds. The 445,000 Subordmale Voting Shares to be sold by the

Offficers will be acquired by them prior to the closing of the Offering upon the e\(ermse of certain stock options held by the
Officers. See “Selling Shareholders”.

Our outstanding Subordinate Voting Shares are listed on the Toronto Stock Exchange (the “TSX"} under the symbol “ATB”. On
September 18; 2006, the last trading day prior to the announcemenit of the Offering, the closmg3 price of our Subordinate Voting
Shares on the TSX was $16.25. The offering price of the Subordinate Voting Shares has been determined by negotiation between
the Selling Shareholders, on the one hand, and RBC Dominion Securities Inc., National Bank Financial Inc., GMP Securities L.P.,

Desjardins Securities Inc., HSBC Securities (Canada) Inc., Canaccord Capital Corporati(!)n and Dundee Securities Corporation

(collectively, the “Underwriters™), on the other hand. i '

Our Subordinate Voting Shares entitle the holders thereof to one vote per share while our Multiple Voting Shares entitle the
holders thereof to 1wo votes per share at meetings of our shareholders. Upon the closmg of this Offering, all of our Multiple

Voting Shares will automatically be converted into Subordinate Voting Shares on a one-for-one basis, in accordance with
our articles. Sce “Description of Share Capital”. '

Prospective investors should consider certain risk factors in connection with an invesiment in the Subordinate Voting
Shares. See “Risk Factors™, !

Price: $15.80 per Subordinate Voting Share

, Undcrl\\'riters’ Net proceeds to the
Price to the public commission Selling Shareholders'!
Per Subordinate Voting Share........cevvvivineennn, $ 15.80 $ | 0:632 $ 15.168
TOtal ..o e s 3 62,094,600 $ 2,483,760 3 59,610,240
|

|
{1} Before deducting expenses of the Offering estimated at $350,000, which will be paid by the Selling Shareholders on a pro rata basis,
|
The Underwriters, as principals, conditionally offer the Subordinate Voting Shares, subject to.prior sale, if, as and when delivered
by the Selling Shareholders and accepted by the Underwriters in accordance with the condmons contained in the Underwriting
Agreement referred to under “Plan of Distribution” and subject to the approval of certain Iega] matters on our behalf and on behalf

of the Officers by Heenan Blaikie LLP, on behalf of Eterna Zentaris by Ogilvy Renault LLP and on behalfof the Underwriters by
Osler, Hoskin & Harcourt LLP. |

|

i

i

|



i} ' 1
!\
i}
|

books at any time without notice. It is expected that definitive share certificates represenhng ! the Subordlmlc Voting Shares will
be available for dellvery at closing, which is expected to occur on or about October IO 2006 but in any event no later than
November 10, 2006. As indicated under “Plan of Distribution™, the Underwriters ma)I offer the Subordinate Voting Shares
at a lower price than stated above. v

Our head and registered office is located at 1405 boulevard du Parc-Technologique, QuebeF City, Québec G1P 4P5.

0 Subscnptlons wiill be received subject to rejection or allotment in whole or in part and the rlght is reserved to close the subscription

'

t

'

‘ |
3
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|
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ELIGIBILITY FOR INVESTMENT
T
In the opm10n of Heenan Blaikie LLP, our counsel, and Osler, Hoskin & Harcourt L LP, counsel to the Underwriters, the
Subordinate Voting Shares, on the closing of this Offering, will be qualified investments under the Income Tax Act (Canada) for
trusts governed by regrstered retirement savings plans, registered retirement income funds deferred profit sharing plans and
registered education savings plans. i
i
[
FORWARD-LOOKING STATEMENTS | \
This prospectus and the documents incorporated herein by reference contain forward looking statements which reflect
management’s expectations regardmg our future growth, operating results, performance and business prospects and opportunities.
Wherever possible, words such as “anticipate”, “believe”, “expect”, “intend”, “estimate”, “will” and similar expressions have been
used to identify these forward-looking statements. These statements reflect managemem s current beliefs and are based on
information currently available to management. Forward-looking statements involve S|gmf'1cam risk, uncertainties and
assumptions. A number of factors could cause actual results, performance or achreveme?ts to differ materially from the resuits
discussed or implied in the forward-looking statements. Although the forward-looking statements contained in this prospectus and
the documents incorporated herein by reference are based upon what our management believes to be reasonable assumptions, we
cannot assure prospective purchasers that actual results will be consistent with these forward-looking statements. These forward-
looking statements are made as of their respective dates, and neither we nor the Underwriters assume any obligation to update or

. . |
revise them to reflect new events or circumstances, I

NON-GAAP MEASURES l

Certain of the documents incorporated by reference in this prospectus refer to “EBITDA”, f“EB]T” and “gross margin”. EBITDA
means earnings before interest, income taxes, depreciation and amortization. EBIT means earnings before interest and income
taxes. Gross*margin means sales less cost of goods sold; cost of goods sold does m')t include depreciation of production
equipment. EBITDA, EBIT and gross margin are not earnings measures recognized by Canadlan generally accepted accounting
principles (* GAAP”) and do not have a standardized meaning prescribed by GAAP. Therefore EBITDA, EBIT and gross margin
may not be comparable to similar measures presented by other issuers. 1

We believe that EBIT, which is a non-GAAP financial measure, provides useful and perjtlnent information to investors. EBIT
provides investors with a measure of our operational profitability without regard to the type of fi inancings effected by us or the cost
of such financings. Qur management uses EBIT to determine the performance of our two busmess divisions. EBIT of each of our
two business divisions is also taken into account in determining compensation of their respecuve management.

The reconciliation of EBIT to the most directly comparable measute calculated in accorda'pce with GAAP is to our net earnings.
In order to arrive at our net earnings from EBIT, we: (i} add interest income and dividend income to our EBIT; and (ii) deduct
- . . . . . b . .

interest expense, foreign exchange loss, income tax expense, loss on dilution of mvestmelm and non-controlling interest.

!
All monetary amounts set forth in this prospectus are expressed in Canadian dollars, excépt where otherwise indicated.




DOCUMENTS INCORPORATED BY REFEREIN{CE‘

Information has been incorporated by reference in this prospectus from documentstﬁl_e_d with securities commissions or
similar authorities in Canada. For the purpose of the province of Québec, this simplified prospectus contains information to be
completed by consulting the permanent information record. Copies of the documents incotporated herein by reference and of the
permanent information record may be obtained on request without charge from the Secretary of Atrium Biotechnologies Inc., 14035
boul. du Parc-Technologique, Quebec City, Québec GIP 4P3, telephone: (418) 652-1:1 16 and are available on SEDAR at
wwiw.sedar.com, i

; \

The following documents, filed by us with the securities commissions or similar authorities in each of the provinces of Canada, are

specifically incorporated by reference in and form an integral part of this shont form prospectus:
! |

i
{a) our audited comparative consolidated financial statements, the notes thereto and the auditors’ report thereon for

the fiscal year ended December 31, 2005; \

(b) ' Management’s Discussion and Analysis for the fiscal year ended Dece:mbér 31, 2005;
i |
(c) our Annual Information Form dated March 30, 2006 for the financial ye:lar ended December 31,2005, including
documents incorporated therein by reference, among which is our Busmess Acquisition Report dated February

21, 2006 with respect to our acquisition of HVL Parent [ncorporaled

(d) our Management Proxy Circular dated March 10, 2006 prepared in cgnnection with our annual meeting of
shareholders held on May 2, 2006; |

(e) our interim consolidated financial statements for the six months ended Jyné 30, 2006 and the notes thereto; and
L

(ff ~  Management’s Discussion and Analysis of Financial Condition and Reésults of Operations for the six months

ended June 30, 2006.

Any document of the type referred to in the preceding paragraph and any interim fi nancml statements or material change reports
{(excluding confidential reports) filed by us with a securities commission or any similar authonty in Canada after the date of this
prospectus and prior to the termination of the Offering shall be deemed to be mcorporated by reference in this prospectus.

Any statement contained in a document incorporated or deemed to be incorporated b)l/ reference herein shall be deemed to
be modified or superseded, for purposes of this prospectus, to the extent that a statement contained herein or in any other
subsequently filed document which also is or is deemed to be incorporated by reference herein modifies or supersedes such
statement. The modifying or superseding statement need not state that it has modufed or superseded a prior statement or
include any other information set forth in the document that it modifies or supersedes. The making of a modifying or
superseding statement shall not be deemed an admission for any purposes that the modified or superseded statement, when
made, constituted a misrepresentation, an untrue statement of a material fact or an omislsion'to state a material fact that is
required to be stated or that is necessary to make a statement not misleading in light bf the circumstances in which it was
made. Any statement so modified or superseded shall not be deemed in its unmodlf’ed or superseded form to constitute
part of this prospectus. |

CORPORATE STRUCTURE |

We were incorporated under the Canada Business Corporarions Acé on December 10, 1999..Our articles of incorporation were
amended on September 19, 2000 to effect a restructuring of our share capital, re- de51gnate out then issued and outstanding
common shares as Subordinate Voting Shares and create a new class of Multiple Voting Shares On March 10, 2005, we again
amended our amc!es 50 as to sub-divide our issued and outstanding shares on a four-for-one basis, further reorganize our share
capital and remove the private company restrictions contained therein. ‘



w
'
'

The following chart sets out our corporate structure, including the jurisdictions of incorporation of each of our principal
subsidiaries. 'Other than as indicated below, all of our subsidiaries are wholly owned, ei'!her directly or indirectly.

IAtrium Biotechnologies Inc.{f
(Canada)

| | L]
Atrium Biotech :USA Inc.{| [JAtrium Biotech Holdco, Inc. Siricie S.A.(1) Unipex Finance S.A.S. y:m?th(;g‘og‘fgg Dou%zzlgggc:;itones
(UsA) (USA) (Franze) {France) i po :

{Canada) {Canada)
I | [

Pure Encapsulations, Inc. '::;'r F::’;g; Unipex SA.S. Chimiray 5.A.5.
{usa) (Ups A) (France) (Franze) !
]

HVL Incorporated

(USA) .
Hi-Vidomin Advanced Medical :
Laboratories, Inc. Nutrition, Inc.
USA) USA)
I 1
Douglas Laboratories

Europe BV,

(Netherlands)

(1} For regulatory purposes, cerain of our employees own 0.01% of the shares of Siricie S.A.

SUMMARY OF OUR BUSINESS t
Wearea Ieadihg developer, manufacturer and marketer of value-added products for the co!smellcs pharmaceutical, chemical and
nutrition industries. Our head office is located in Quebec City, Québec. We also have offices, facilities and warehouses
strategically located in Canada, the United States, the Netherlands and France. As ofSeptember 18, 2006, we have approximately
516 employees, including 26 involved in business and product development, 277 in producuon and logistics, and 145 in sales and
marketing. Many of our sales and marketing emplovees have scientific backgrounds in order to support our sophisticated
customers. .
To better address the needs of our customers, we are organized in two business divisions; i(i) the Active Ingredients & Specialty
Chemicals Division; and (ii) the Health & Nutrition Division. ‘L :
i

Active Ingredients & Specialty Chemicals Division

Our Active Ingredients & Specialty Chemicals Division offers more than 2,000 value-added products, of which 50 are high-value
proprietary active ingredients developed, acquired or in-licensed by us. The balance are sdurced from third party manufacturers,
including major multinational companies. We are the sole marketer for a majority ofthese third- -party products in key markets in
which we have a direct sales force. Our product portfolio includes active |ngred1ents specialty lipids, chemical synthesis
intermediates, functional chemicals, innovative additives, preservatives and excipients.

Our products enhance our customers’ end products by improving performance, providing essential product attributes, lowering
costs and simplifying manufacturing processes. In particular, our 30 proprietary active ingredients, mostly derived from
bictechnologies, have proven biological activities and are key value drivers of our customers finished products. QOur non-
proprietary value-added products complement our product portfolio, help us achieve mdustry diversification to maximize the

I
5 !
|



potential of our products, and build critical mass with our strategic customers. These non proprietary products have diverse
applications; they are used, among other things, in the manufacturing of drugs and value- added foods and in numerous industrial
applications.’ |

. o . |
To efficiently sell our products, we also offer to customers the scientific, technical and regulatory support needed to better
understand the potential uses of our products and to reduce the development time oftheir finished products,
|

We sell to approximately 2,000 manufacturers in the cosmetics, pharmaceutical, chemical and nutrition industries. In North
America and Europe, we sell our products through our own sales and marketing organization. Our proprietary active ingredients
are also marketed through a network of more than 40 specialized distributors in more, than 48 countries. Our sophisticated
logistics systems enable us to service our customers on a timely basis. Qur proprietary active ingredients are either manufactured
in-house or outsourcéd to reliable contract manufacturers. |

. ‘ |
Health & Nutrition Division }

Through our i-lmllh & Nutrition Division we develop, manufacture and market more than 1,300 proprietary health and nutrition
finished products. These products are generated primarily from natural sources and mclude vitamins, minerals and specialized
products. Innovative and high-end, these products are not suited for mass market channels. They are sold primarily through
healthcare practitioners, such as physicians, chiropractors and naturopaths, and are based on:scientifically supported formulas to
deliver the expected health benefits, Some of our products are manufactured using molécular separation biotechnology.

t
Inthe Unned States, we sell our products through more than 40,000 healthcare pracunoners In addition, certain of our products
are offered in more than 25 countries through a network of more than 45 distributors targetmg niche markets. Virtually all of our
products are manufactured in our state-of-the-art facilities in Quebec City, Québec, Slidbury, Massachusetts and Pittsburgh,
Pennsylvania,

RECENT DEVELOPMENTS

|

I
Acquisition of Douglas Laboratories Canada !
|
In September 2006, we announced the acquisition of the assets of Douglas Laboralorles Canada (“DL Canada™) of London,
Ontario. DL Canada has been marketing Douglas Laboratories products in Canada since '2000 and had annual revenues prior to
the acquisition of approximately US $4 million. The acquisition is intended to provide us wnh a platform to develop the Canadian
healthcare professional market not only for the Douglas Laboratories brand, but also for our Pure Encapsulations brand, which is
not currently being sold in Canada. The purchase price for the acquisition was approximately US $2.7 million, paid in cash, plus
possible future earn-out payments based on the achievement of certain milestones. .

Acquisition of Amisol Company Lid. S

In May 2006,-we announced the acquisition of the assets of Amisol Company Ltd. ("AmiSol”) of Mississauga, Ontario. Amisol
has been marketing primarily personal care products since 1974 and had annual revenues prlor to the acquisition of approximately
US $10 million. The assets of Amisol were acquired through our subsidiary MultiChem Import Export (2005) Inc. for a purchase
price of approximately US $7.2 million, paid in cash.

BACKGROUND OF THE OFFERING

Our principal.shareholder Aterna Zentaris has advised us that during 2006, it engaged in a tengthy and detailed review process
with respect to its ownership of our shares. During this process, management and the Board of Directors of AEtema Zentaris
examined a nhmber of strategic altematives for how best to pursue and implement fEtema Zentaris’ business plan of becoming a

“pure play” blopharmaceuucal company. The strategic alternatives considered included a possnble divestiture by ALterna Zentaris
of its investment in us and a focus on advancing its development pipeline, We p'1rt|c1pated 10 the extent necessary, in this process
with AEterna Zentans

|
As a culmination of the process, Atema Zentaris has decided to sell 3,485,000 Subor:dinfate Voting Shares pursuant to this
Offering. [n addition, Aterna Zentaris has announced that, following the closing of this Offering and prior to the end of 2006, it
intends, subject to receiving regulatory approvals, to distribute its remaining investment in us, representing 11,052,996
Subordinate Voting Shares, to the shareholders of Eterna Zentaris. I[n so doing, Aterna Zemtaris will consider the manner in
which such distribution can be effected most advantageousty and efficiently. Aterna Z‘ent'aris has also announced that it will

|
6 t |
|



notify its shareholders as soon as a definitive decision has been made regarding the form and timing of such distribution, and may
seek shareholder approval at a speciat meeting of its sharehelders to effect the distributiﬁan,; if deemed necessary or advisable.
e
’ B L .
As a result of this Offering and the distribution referred to above, if effected, AEterna Zentaris will no longer hold any of our
shares. | :

SELLING SHAREHOLDERS |
o

Prior to the closing of this Offering, Aterna Zentaris will convert 2,947,004 of our Mulnple Votmg Shares held by it into an
equivalent number of Subordinate Voting Shares, to be sold by it in the Offering aloné with the 537,996 Subordinate Voting
Shares that it currently holds. The 445.000 Subordinate Voting Shares to be sold by the Off“cers will be acquired by them prior to
the closing of the Offering upon the exercise of certain stock options held by the Off'cers After the Offering, the Officers will
continue to hold stock options in respect of an aggregate of 851,000 Subordinate Vollng Shares.

| i

The following table sets out information as at August 31, 2006, to the best of our;knlowledge, concerning each Selling
Shareholder’s ownership of our shares, before and after this Offering. All of these shareﬁ are owned of record and beneficially.

Subordinate Subordumlc
Voting Shares \'ohnL
to be acquired Shares to be
Subardinate Voting Shares hefore clasing sold in the Subordinate Veting Shares to be
owned before the Offering of the Offering Offering owned after the Offering
Percentage '
Name Number of class Number Number ‘ Number Percentage
: P
/Eterna Zentaris Inc..... 537,996 3.3 2,947,004 3,485,?00| 11,052,996 36.2
Richard Bordeleau ...... 2,000 0.012 100,000 100,000 2,000 0.007
Charles Boulanger....... 2,000 0.012 40,000 40,000 2,000 0.007
John Dempsey............. 1,000 0.006 40,000 40,000 1,000 0.003
|
Manon Deslauriers...... — — 120,000 120,000 — —
5 | ‘
Jocelyn Harvey ........... — — 75,000 75,00|0 . — —
|
Dr. Serge Yelle ........... — — 70,000 70,000 ! — —
I
(1) To be acquired upon the conversion of an equivalent number of our Multiple Voting Shares. '
2y To be acquired upon the exercise of stock options.
3 To be issued to /Eterna Zentaris following the closing ol this Offering, upon the automatic cnrmrsmn of 11,052,996 Multiple Voting Shares in
accordance with our articles. ‘ o
USE OF PROCEEDS -

After deducting the Underwriters® fee and the estimated expenses of the Offering (but without deducting approximately $1.4
million to be paid to us in the aggregate by the Officers upon the exercise by them of stock options prior to the closing of the
Offering), the estimated net proceeds of the Offering to each of the Selling Shareholders;is as follows:

Name ‘ Net Proceeds i ’ |
ZEAETNE ZENMATIS INC.vovoreiencvocrrre e icseci e s sesenees $ 52,550,111 |
Richard Bordeleau ...........ccoocooviioviiivcenns ettt eabetens 1,507,894 '
Charles BOUIAnger. .......ooocoiooi ettt 603,158 |

JOhN DIEMPSEY oot e 603,158

Manon Deslauriers. ... e s 1,809,473 '
Jocelyn Harvgy ............................................................................... 1,130,920 | :

Dr. Serge Yelle ......... et et e ee—es b eaa bt et e r st et er e e are s ieearessans snean 1,055,526

TOAl oo essassssssssssssssssssmss st snnsssnnss $ 59,260,240




I . i

We will not réceive any proceeds from the sale of Subordinate Voting Shares by the Selling: Shareholders.
. . Lo
: '
DIVIDEND POLICY * s
Our current intention is to reinvest all future earnings in order to finance the growth of ourbusiness. As aresult, we do not intend
to pay dividends in the foreseeable future. Any future determination to pay cash dlwdends|w11I be at the discretion of our Board of
Directors and will depend on our financial condition, operating results, capital reqmremems and such other factors as our Board of

Directors deems relevant.

DESCRIPTION OF SHARE CAPITAL ' :

‘i

We are atithorized to issue an unlimited number of Multiple Voting Shares, Subordlnate Volmg, Shares and preferred shares,
issuable in series. As at September 19, 2006, there were 14,000,000 Multiple Voting Shares and 16,124,947 Subordinate Voting
Shares issued and outstanding. All of our Multiple Voting Shares are held by fEternz,a Zentaris. Lipon the closing of this
Offering, all of our issued and cutstanding Multiple Voting Shares will automatically be éonveﬂctl into Subordinate Voting
Shares on a one-for-one basis, in accordance with our articles. Thereafter, we will not 1ssue any Multipie Voting Shares.
After this Offering, there will be 30,569,947 Subordinate Voting Shares issved and outstandmg assummg that no stock options are
exercised pnor to the closing of the Offering, other than those to be exercised by the Ofﬁcers in:connection with the Offering.
The following is a summary of the material provisions which attach to our Subordinate Voting Shares and preferred shares. and is
qualified by réference to the full text of the rights, privileges, restrictions and conditions ofsuch shares. For a description of the
material provisions which attach to our Multiple Voting Shares, see the section entitled ¢ Genera] Description of Capital Structure”
in our AnnualInformation Form dated March 30, 2006 for the financial year ended December J] 2005, which Annual Information
Form is incorporated by reference in this prospectus. Our Annual [nformation Form is available ¢ on SEDAR at www sedar.com,
and may be oblamed free of charge from our Secretary. '

Subordinate ;yoting Shares
i : iy
! '

Voting Rights ;

The Subordinate Vo{ipg Shares entitle the holders thereof to one vote per share at meetings,éf our shareholders.

Payment of Dividends
. : |

Subject to the:prior rights of any other shares ranking senior thereto, the holders of Subordlnate Voting Shares are entitled to

receive any dividends that may be declared by cur Board of Directors. I i

I

!
Distribution ofAssersf Upon Winding-Up } .

Subject to the prior rights of any other shares ranking senior thereto, the holders of our Subordinate Voting Shares are entitled to
receive all of our property and assets upon a return of capital in the event of our liquidation, Idlssoluuon or other distribution of our
assets for the purpose of winding-up our affairs.

Preferred Shares i '

The preferred : shares may be issued in one or more series, with such rights and conditions as may be determined by the Board of
Directors. There are no voting rights attached to the preferred shares except as prescribed by law. The preferred shares will rank
ahead of the Subordinate Voting Shares with respect to the payment of dividends and{return of capital in the event of our
liquidation, dissolution or other distribution of our assets for the purpose of winding-up our affairs. There are no preferred shares
currently issued and outstanding. .
|
CHANGES TO SHARE AND LOAN CAPITAL :

Lo

‘ ) . . . . .
There have been no material changes in our consolidated share capital and loan structure since December 31, 2005.




i

|

|
PLAN OF DISTRIBUTION '
!
Pursuant to an underwriting agreement dated September 22, 2006 (the *Underwriting Agreemem ") between us and the Selling
Shareholders, on the one hand, and the Undenrwriters, on the other hand, the Selling Shareholders have agreed to sell, severally and
not solidarily, an aggregate of 3,930,000 Subordinate Voting Shares and the Underwrlters have severally agreed to purchase, as
principals, on October 10, 2006, or on such other date agreed upon, but not later than November 10, 2006, subject to-the
conditions stipulated in the Underwriting Agreement, all but not less than all of such S:ubordmate Voting Shares at a price of
$15.80 per share payable in cash against delivery of the share certificates evidencing the Subordinate Voting Shares. The Offering
price of the Subordinate Voting Shares has been determined by negotiation between ‘the Seiting Shareholders and the
Underwriters. The Underwriting Agreement provides for the payment on a pro rata b‘ms by the Selling Shareholders to the

Underwriters, for their services in connection with the Offering, of a fee in the amount of $Q 632 per Subordinate Voting Share
sold. i |

|
The obligations of the Underwriters under the Underwriting Agreement are several anclI may be terminated if certain specific
events occur. ; The Underwriters, however, are required to take up and pay for all the Subordmate Voting Shares offered by this
prospectus, 1fanv are purchased under the Underwriting Agreement.
After the Underwriters have made a reasonable effort to sell all of the Subordinate Voting Shares at the initial offering price
disclosed in this prospectus, the offering price may be decreased, and further changed from time to time, to an amount not greater
than the initial offering price disclosed in this prospectus and the compensation realized by the Underwriters will be decreased by
the amount that the aggregate price paid by purchasers for the Subordinate Voting Shares i is less than the gross proceeds paid by
the Underwrlters to the Selling Shareholders, which remain unchanged. i
Pursuant to the Underwntmg Agreement, we and AEterna Zentaris have each agreed that we will not, and will cause our respective
directors and ‘officers not to, without the prior written consent of RBC Dominion Secuntles [nc., such consent not to be
unreasonably withheld, during the period commencing on the date of the Underwriting Agreement and endmg 90 days following
the closing of this Offering: (i) offer, pledge, sell, contract to sell any option or eontr"tct to purchase, purchase any option or
contract to sell, grant any option, right or warrant to purchase or otherwise transfer, Iend or dispose of, directly or indirectly,
Multiple Voting Shares, Subordinate Voting Shares or any securities convertible into or exercisable or exchangeable for
Subordinate Voting Shares; or (ii) enter into any swap or other arrangement that transfers, i in whole or in part, any of the economic
consequences of ownership of Multiple Voting Shares, Subordinate Votmg Shares or such other securities, whether any such
transaction is-to be settled by delivery of shares or such other securities, in cash or otﬂerwrse (other than the conversion of
Multiple Voting Shares into Subordinate Voting Shares upon the closing of this Offering, the sale of Subordinate Voting Shares
pursuant to this Offering, issuances of Subordinate Voting Shares in connection with the e\erc:se of outstanding stock options, and
issuances under an existing stock option plan or employee share purchase plan). Nolwnhstandmg the foregoing, Aterna Zentaris
may complete the distribution to its shareholders of any or all of its Subordinate Voting Shares following the date that is 60 days
after the closing of this Offering. |

Our Subordinate Voting Shares, including the 3,930,000 Subordinate Voting Shares oﬁ"ered pursuant to this prospectus, are listed
on the TSX. i ‘

Pursuant to applicable securities laws and the Universal Market integrity Rules (“UMIR™) of Market Regulation Services Inc., the
Underwriters may not, throughout the period of distribution, bid for or purchase Subordmate Voting Shares. The foregomg,
restriction is subject to exceptions, on the condition that the bid or purchase not be engaged in for the purpose of creating actual or
apparent active trading in, or raising the price of, the Subordinate Voting Shares. Such excepuons include a bid or purchase
permitted under the UMR relating to market stabilization and passive market making aelwmes and a bid or purchase made for and
on behalf of a customer where the order was not solicited during the period of dlstrlbuuon We have been advised that in
connection with the Offering and pursuant to the first-mentioned exception, the Underwnlers may over-allot or effect transactions
which stabilize or maintain the price of the Subordinate Voting Shares at levels other than those which might otherwise prevail on
the open market. Such transactions, if commenced, may be discontinued at any time. |

The Subordinate Voting Shares offered hereby have not been and will not be registered under the United States Securities Act of
1933, as amended (the “1933 Act™). The Underwriting Agreement, however, permits the Underwriters to re-offer and resell
Subordinate Voting Shares purchased by them pursuant thereto to qualified institutional buyers in the United States, provided that
such re-offers and resales are made only in accordance with Rule 144A under the 1933 Act (which Rule provides an exemption
from registration under such laws in connection with such re-offers and resales). The Underwriting Agreement provides further
that the Underwriters will not take any actions that would make the safe harbour provided under Regulation S of the United States
federal securities laws unavailable in connection with the offer and sale of the Subordlmte Voting Shares outside of the
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United States. The Subordinate Voting Shares resold to qualified institutional buyers'in the United States will be restricted
securities within the meaning of Rule 144(a)(3) of the 1933 Act. In addition, until 40 days after the commencement of the
Offering of the Subordinate Voting Shares, an offer or sale of the Subordinate Voting Shares within the United States by any
dealer (whether or not participating in the Offering) may violate the registration requirements of the 1933 Act if made otherwise
than in accordance with Rule 1444

RISK FACTORS |

The purchase of the Subordinate Voting Shares offered hereby involves a number ofnsks which prospective purchasers should
consider, mc]udmg, the following:

l

|
. 1
Risks Related to our Business |
L
Penetration of Markets and Continued Growth. 1f we fail to further penetrate our core markels and existing geog,raphlc markets
or successfully expand our business into new markets, the growth in sales of our products, along with our operating results, could
be negatively impacted. Qur ability to further penetrate our core markets and existing geographlc markets in which we compete or
to successfully expand our business into additional countries in Europe, Asia or elsewhere, to the extent we believe that we have
identified attractive geographic expansion Opportunities in the future, is subject to numerous factors, many of which are beyond
our control. We cannot assure that our efforts to increase market penetration in our core markels and existing geographic markets
will be successful Our failure to do so could have an adverse effect on our operating results

New Product Offerings. Our business is subject to changing consumer trends and prefergnce’s, especially with respect to health
and personal care products. The success of our new product offerings and enhancements depends upon a number of factors,
including our.ability to: (i) accurately anticipate customer needs; (ii) develop new products or product enhancements that meet
these needs; (iii) acquire or in-license new products, which historically has been an imp{lmant factor in the development of our
praduct portfolio; (iv) successfully commercialize new products or product enhancements in a timely manner; (v) price our
products competitively: (vi) manufacture and deliver our products in sufficient volumes and in a timely manner; and
{vii) differentiate our product offerings from those of our competitors.
If we do not introduce new products or make enhancements to meet the changing needs ofc"ur customers in a timely manner, some
of our products could be rendered obsolete, which could have an adverse effect on our obergting results.

[ 1
Acquisition Program. We intend to continue to acquire businesses and assets. There i is no assurance that we will be able to
complete acquisitions, or that we will succeed in integrating the newly-acquired businesses and assets into our operations. The
failure to do so and to retain key personnel of acquired businesses could have a materiai adverse effect on our operating results.
Our acquisition program may require, in addition to the cash generated by our operatlons other sources of financing. It is
impossible to guarantee the availability of additional financial resources or that they will be available under acceptable conditions.
Failure to obtain such financing could render future acquisitions difficult or impossible. i

Distributor Relationships. As-is customary in our industries, we do not have long-term colntracts or agreements with most of our
distributors. Our failure to establish and maintain distributor relationships could negauveI) impact sales of our producls and have
an adverse effect on our operating results. Also, the loss of a significant number ofdlstrnbutors could negatively impact sales of
our products, impair our ability to attract new distributors and have an adverse effect on our operating results. Since we cannot
exert the same level of influence or control over our independent distributors as we could were they our own employees, our
distributors could fail to comply with our marketing policies, participate in our markeling strategies or plans, or accept our
introduction of new products. Violations by our distributors of applicable laws or of our marketing policies in dealing with
customers could hwe an adverse effect on our products, operating results and business reputanon

Active Ingredients and Specialty Chemicals Customers. We sell our active ingredients and spec:alty chemicals to approximately
2,000 manufacturers. We have developed long-term, privileged relationships with many of these customers. However, as is
customary in our industries, we do not have written contracts or agreements with most of our customers and there can be no
assurance that we will be able to retain most or all of them in the absence of such long term contracts.

Third Party Supplier Relationships. Some of our products are manufactured by outside companies. There can be no assurance
that these outside manufacturers and suppliers will continue to reliably supply products toius at the levels of quality or quantities
we require. As is customary in our industries, we do not have written contracts or agreements with a majority of our suppliers.



In the event that any of our third party suppliers or manufacturers were to become unable or unwilling to continue to provide us
with products in required volumes and at suitable quality levels, we would be required to identify and obtain acceptable
replacement sources. There is no assurance that we would be able to obtain alternative manufacturing sources on a timely basis.
An extended interruption in the supply of products would result in a loss of sales. In additilon_: any actual or perceived degradation
of product quality as a result of reliance on third panty suppliers and/or manufacturers may have an adverse effect on our sales and
operating results. :

3
Raw Muterials and Sources of Supply. In carrying out our operations, we are dependent on a stable and consistent supply of
ingredients and raw materials. For strategic reasons, certain of our key raw materials are sourced from single suppliers. We
source raw materials from our suppliers on an ongoing basis at negotiated prices. There can be no assurance that we will be able,
in the future, to continue to purchase products from our current suppliers or any other suppher on terms similar to current terins or
atall. An interruption in the availability of certain raw materials or ingredients, or 51gn|f'canl increases in the prices paid by us for
them, could have a material adverse effect on our business, financial condition, |1qu1d1ty and operating results.
The anlicipated c¢(GMPs {an industry standard) in the United States for dietary supplement{s may cause certain manufacturers and
sources of ingredients upon which we rely to disappear or become less available. The ¢GMP$ may affect the availability of
ingredients and the speed with which ingredients may be produced in response to demand thus raising the cost of our health and
nutrition finished products. .
Imtegrity and Reliability of Information Technology and Logistics Infrastructure. We depend on the integrity and reliability of
our information technology and logistics infrastructure. Any errors or inadequacies that we may encounter could potentially result
in interruptions to our services and, depending on the magnitude, may damage our relatllonshxps with, or cause us to lose, our
customers.

Product Liability. We may be held liable if any product that we manufacture or market, oi’ any finished product that a third party
manufactures incorporating one of our products, causes injury or is found olherwnse unsuitable during product testing,
manufacturing, marketing or sale. Our current product liability insurance may not cover all of our potential liabilities. Further, it
may not be passible for us to obtain sufficient insurance coverage in future at an acceplable‘cost or otherwise to protect against
potential liability claims. The failure to obtain such insurance could prevent: (i) the commercialization of products manufactured
or marketed by us; or (ii) the use of our products in our customers’ finished products. ‘]fa third party sues us for injury, the
amount of our liability could exceed the amount of our insurance coverage, such that we would have to pay the amount of such
excess liability from our own resources. ‘ '

F
Adverse Publicity. Adverse publicity associated with our products or those of similar cECJmpanies or concerning any actual or
purported failure by us to comply with applicable laws and regulations could harm our financial condition and operating results.
The results of our operations may be significantly affected by the public’s perception of us and similar companies. This perception
is dependent upon opinions concerning: {i) the safety and quality of our products or of similar products distributed by other
companies; and (1i} our distributors, manufacturers and customers. i

Adverse publicity, whether or not accurate or resulting from customers’ use or misuse of our products, that associates consumption
of our products or any similar products with illness or other adverse effects, questions th('e benefits of our or similar products or
claims that any such products are ineffective, inappropriately labelied or have maccurate instructions as to their use, could
negatively impact our reputation or the market demand for our products.

In the United States, our health and nutrition finished products are at risk of being the subject of an adverse event report (“AER")
reporting in MedWaich, the FDA’s voluntary adverse events reporting system. Any person may report an adverse event to the
FDA. The FDA does not verify the accuracy or completeness of the information, nor dc;cs It determine if it is possible for the
identified product to have caused the adverse event reported. As a result, the system contams inaccurate, incomplete and
unverified information. Once an AER is created, it is publicly available on the FDA’s websne and elsewhere. Accordingly, there
is potential for adverse publicity relating to our products based on false and/or |naccurat(|: information reported in an AER.

Regulation. ln both domestic and foreign markets, the formulation, manufacturing, packalglng, labeiling, handling, distribution,
importation, éxporiation, licensing, sale and storage of our products are affected by extenswe laws, governmental regulations,
administrative determinations, court decisions and similar constraints. Such laws, regulanons and other constraints may exist at
the federal, provincial or local levels in Canada and at all levels of government in foreign Jx'msdncnons There can be no assurance
that we are in compliance with all of these laws, regulations and other constraints. Our fallure to comply with these laws,
regulations and other constraints or new laws, regulations or constraints could lead to the imposition of significant penalties or
claims and could negatively impact our business. In addition, the adoption of new laws, regulations or other constraints or

11

|
|
B
|
|



|
. -
changes in the interpretations of such requirements may result in significant compliance Icosts or lead us to discontinue product
sales and may have an adverse effect on the marketing of our products, resulting in signllfmnt loss of sales.
d | !

Inthe UnitedLSt'nes the FDA perceives any written or verbal statement used to promote orsélla product that associates a nutrient
with a disease (whether written by us, the content of a testimonial endorsement or Conl’lmled within a scientific publication) to be

evidence of an intent to sell an unapproved new drug in violation of the FDCA if the nutrient concerned is sold by us. Ifany such
evidence is found with respect to our products, the FDA may take adverse action 'lg'nnsl us, ranging from a warning letter
necess:tatmgucessauon of use of the statement to injunctions against product sale, seizures of products promoted with the
statements, and civil and criminal prosecution of our executives. Such actions could ha{'f'e a detrimental effect on our sales.
Governmental regulations in countries where we plan to commence or expand operations may prevent or delay entry into those
markets or require us to incur additional costs. In addition, our ability to sustain satisfactory levels of sales in our existing markets
is dependent in significant part on cur ability to introduce additional products into such markets However, governmental
regulations in our existing markets, both domestic and international, can delay or prevent the introduction, or reqmre the
reformulation or withdrawal, of certain of our products. Further, such regulatory action, whether or not it results in a final
determination adverse to us, could create negative publicity, with detrimental effects onsales.

: [
Protection of Inteflectual Property. The success of our products depends to a significant e:xte'nt upon our inteilectual property and
the goodwill"issociated with our business. Our intellectual property is subject to the following risks: (1) while some of our
intellectual property is protected by patents and registered trademarks in certain Jurlsdlcuéns in North America and Europe and in
certain other countries in which we operate, we may not be successful in asserting these nghts {ii) much of our proprietary
knowledge is'based on specific manufacturing procedures and technological know—how which do not afford the same level of
protection as patents or other forms of registered intellectual property; (iii) despite our efforts, we may be unable to prevent third
parties from infringing upon or misappropriating our proprietary rights, or from independently developing non-infringing products
that are competitive with, equivalent or superior to our products; and (iv) the laws of certaln foreign countries may not protect our
intellectual property rights to the same extent as laws in North America and Europe.: From time 1o time, we may have to
reformulate health and nutrition finished products to remove ingredients or dtsconunue sales of health and nutrition finished
products in response to patents obtained by others from the United States Patent and Trademqu Office. If we fail to protect our
intellectual property, the goodwill associated with our business could be impaired and our ability to compete could be negatively
affected. . i
Dependence on Key Personnel and Labour Relations. Our success is dependent on O:JI‘ ability to attract and retain a highlv
qualified work force. The failure to recruit qualified staff and the loss of key employees clould compromise the pace and success
of product development. If our employees were to unionize and seek to negotiate a collective agreement, it could interrupt our
operations and have an adverse effect on our operating results.
|

Currency Flictuation. We have not entered into any significant forward currency contracis or other financial derivatives to hedge
foreign exchange risk and, therefore, we are subject to foreign currency transaction and translation gains and losses. Foreign
exchange risk is managed primarily by satisfying foreign denominated expenditures with Eas}l flows or assets denominated in the

same currency. |

|
Competitive Market for our Products and Services. The cosmetics, pharmaceutical, chemical and health and nutrition industries
are highly competitive. Overall, many of our competitors in each of the cosmetics, phziarmaceutlca] chemical and health and
nutrition industries are larger than we are and may have greater financial and other resoulrces which may enable them to invest
significant amounts of capital and other resources in their businesses, including e\cpendltures for research and development. If any
of our current or future competitors develop innovative proprietary products, certain ofour products could be rendered obsolete.
Further, barriers to entry, apart from capital availability, are low in certain segments of our business, and the entry of new
competitors in a particular industry may have an adverse effect on our operating resulls.:

Environmental and Employee Health and Safety Regulations. Our manufacturing operations are subject to environmental and
safety laws and regulations concerning, among other things, emissions and discharges to water, air and land, the handling and
disposal of hazardous and non-hazardous materials and wastes, and employee health and safety. From time to time, we have
incurred and continue to incur costs and obligations related to compliance with en\nronmenta] and employee heaith and safety
matters. Failure to comply with environmental and safety laws and regulations may result in additional costs for corrective
measures, penalties or in restrictions on our manufacturing operations. i
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In addition, changes in environmental, emplovee health and safetv or olher laws, more vigorous enforcement thereof or other

unanticipated events could require extensive changes to our manufacturing operations or give rise to material liabilities, which
could negatively impact our financial condition or operating results. 1

Political and Economic Conditions in our Geographic Markets. A significant portion of our sales is derived from our operations
in foreign markets. As such, we are subject to certain risks arising from our international business operations that could be costly
in terms of dollars spent, diversion of management’s time, and revenues and profits, includiné’ (i) difficulties and costs associated
with staffing and managing foreign operations; {ii) unexpected changes in regulatory reqmremems (i) difficulties in compliance
with a wide variety of foreign laws and regulations; (iv) changes in our international dlstnbutlon network and direct sales forces;
{v) political trade restrictions and exchange controls; (vi) potitical, social or economic unresl (vii) inadequate and unreliable
services and infrastructure; (viii) |mport or export licensing or permit requirements; and (1\) greater risk on credit terms and long
accounts receivable collection cycles in some foreign countries.

|
i
Risks Related to this Offering |
i

Emd of Tax-Loss Program. In September 2003, we established a tax-loss program w1th Aterna Zentaris, our controlling
shareholder. This program will terminate at the closing of this Offering, as a result of /Etema Zentaris ceasing lo be our
controlling shareholder This program allows us to save approximately US §2.9 mtlllonlannmlly

Crmcemmtwn of Share Ownership. lmmediately after the closing of this Offering, Aterna Zenhrls our principal shareholder,
will own 11,052,996 Subordinate Voting Shares, representing 36.2% of our outstanding shares Aterna Zentaris currently is, and
following the closing of this Offering will be, in a position to exercise significant |nﬂuencq over matters requiring approval by our
shareholders, including the election of our Board of Directors and the determination of significant corporate actions. As well,
/Eterna Zentaris could delay or prevent a change in our control that might otherwise be beneficial to our sharehotders.

On September 19, 2006, concurrent with our announcement of this Offering, Aterna Zemarls announced that it intends to
distribute the 11,052,996 Subordinate Voling Shares to its shareholders prior to the end of 2006. See* ‘Background of the
Offering”. :

Volutility of Share Prices. Share prices are subject to changes because of numerous factors beyond our control, including reports
of new information, changes in our financial situation, the sale of our Subordinate Votirllg Shares in the market, our failure to
achieve financial results in line with the expectations of analysts, or announcements by us or any of our competitors concerning
new products. There is no guarantee that the market price of our Subordinate Voting Shares will be protected from any such
fluctuations in the future.

AUDITORS, TRANSFER AGENT AND REGISTR!AR

‘ .
Our auditors are PricewaterhouseCoopers LLP, Chartered Accountants, 2640 Laurier Blvd., Suite 1700, Quebec City, Québec
G1V 5C2.
[
The transfer agent and registrar for the Subordinate Voting Shares is Computershare TruLt ¢0mpany of Canada at its principal
offices in Montreal and Toronto. '

EXPERTS |
Certain legal matters in respect of the Subordinate Voting Shares offered hereby will be passed upon: (i) on our behalf and on
behalf of the Officers by Heenan Blaikie LLP and on behalf of the Underwriters by Oster, Hoskm & Harcourt LLP, including the
matters referred to under “Eligibility for Investment™; and (ii) on behalf of Aterna Zentaris by Ogllvy Renault LLP. Marcel
Aubut, one of the directors of AEterna Zentaris, is a partner with Heenan Blaikie LLP.

!

As at September 19, 2006, partners and associates of Heenan Blaikie LLP, our counsel, par!'mers and associates of Ogilvy Renault
LLP, counsel for £terna Zentaris, and partners and associates of Osler, Hoskin & Harcourt LLP counsel for the Underwriters, did
not own any of our Multiple Voting Shares and owned, directly or indirectly, less than one percent of our outstanding Subordinate
Voting Shares. |




0 " PURCHASERS® STATUTORY RIGHTS .

- Securities legislation in certain of the provinces of Canada provides purchasers with the nght to withdraw from an agreement to
purchase securities. This right may be exercised within two business days after receipt or deemed receipt of a prospectus and any
amendment, In several of the provinces, the securities legislation further provides a purdnser with remedies for rescission or, in
some jurisdictions, damages if the prospectus and any amendment contains a mtsrepresenlatlon or is not delivered to the purchaser,
provided that such remedies for resctssion or damages are exercised by the purchaser within the time limit prescribed by the
securities legislation of the purchaser’s province. The purchaser should refer to any apﬁhmble provisions of the securities
legislation of the purchaser’s province for the particulars of these rights or consult with 3 Iegal adwser
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AUDITORS’ CONSENT !

We have read the short form prospectus ofmrlum Biotechnologies Inc. (lhe ‘Corporation]’) daled September 28, 2006 relating to
the sale of Subordinate Voting Shares of the Corporation. We have complied with Canadian g genera]ly accepted standards for an
auditor’s inv()_lvement with offering doctuments. P

We consent to the mcorpomnon by reference in the above-mentioned prospectus of our rleport to the shareholders and Board of
Directors of the Corporation on the consolidated balance sheets of the Corporation as at: December 31, 2003 and 2004 and the

" consolidated statements of earnings, retained earnings, contributed surplus and cash flows For each of the years in the three-year

period ended December 31, 2005. Cur report is dated February 27, 2006.
!

We also consent to the incorporation by reference in the above-mentioned prospectus ofour compllanon report to the directors of

the Corporation on the unaudited consolidated pro forma balance sheet of the Corporzmon as at September 30, 2005 and the

unaudited consolidated pro forma statements of earnings for the nine-month period ended September 30, 2005 and the year ended

December 31, 2004. Our report is dated February 21, 2006. |

I
!
(signed) PncewaterhouseCoopers LLP
Chartered Account‘mts

Quebec City, Quebec

September 28 2006




CERTIFICATE OF ATRIUM BIOTECHNOLOGIES IINC'.

1, i
Dated: Seplémber 28, 2006

This short form prospectus, together with the documents |ncorp0rated herein by referencc constitutes full, true and plain
disclosure of all material facts relating to the securities offered by this prospectus as I'E(]lllll'ed by the securities legislation of each
of the provinces of Canada. For the purpose of the province of Québec, this sunphl‘ed prospectus, together with documents
incorporated herein by reference and as supplemented by the permanent information record,
to affect the value or the market price of the securities to be distributed.

i

contams no misrepresentation likely
g
1
v
(signed) Luc Dupont

{signed) J%)hn Dempsey
Pre51dem and Chief Executive Officer Vice-President, Finance zind Chief Financial Officer
¢ n

On behalf of the Board of Directors
i
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{signed) Jacques Gauthier

(signed) Placide Poulin
Director

Dlrlector
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CERTIFICATE OF THE UNDERWRITERS|

Dated: Septe::mber 28, 2006 |

ar

To the best of our knowledge, information and belief, this short form prospectus, together with the documents incorporated herein
by reference, constitutes full, true and plain disclosure of all material facts relating to the securities offered by this prospectus as
required by the securities legislation of each of the provinces of Canada. For the purposé of the province of Québec, to our
knowledge, this simplified prospectus, together with documents incorporated herein by'reference and as supplemented by the

permanent information record, contains no misrepresentation likely to affect the value or. the market price of the securities to be
distributed.

|
|
RBC DOMINION SECURITIES INC, ! ! ‘
|
1
!
|
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’
By: (signed) Jean-Marc Bougie ~ .
. ‘ o T
NATIONAL BANK FINANCIAL INC, CMBSLCURIT]ILS LP, -
o /j"’ ‘ 4: s
Byv: {signed) Philippe Dubuc / By: (alonnd) even ‘D’ Otta\\av >y
~ T ~.
: - -
DESJARDINS SECURI'T I_F:s.mc.// HSBC SECURI‘ITI‘LS (CANADA) INC.
: By: (igred) Jacques Q. Nadeau : By: (signed) Luc Buisson
,f/’—_-._,-»:-’:_ :
_,_./ .
|
ACCORD CAPITAL CORPORATION DUNDEE SECURITIES CORPORATION
‘By: (signed) Steven L. Winokur By: (signe%l) Ronald P. Vinet
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