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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-KSB for the year ended December 31, 2006 includes forward-looking statements

within the meaning of Section 27A of the Securities Act of 1933, as amended (the Securities Act ), and Section 21E of

the Securities Exchange Act of 1934, as amended (the Exchange Act ). All statements, other than statements of

historical fact, contained in this Annual Report constitute forward-looking statements. In some cases you can identify

forward-looking statements by terms such as may, intend, might, will, should, could, would, expect,
anticipate,  predict, project, potential, or the negative of these terms and similar expressions intended to iden

forward-looking statements.

Forward-looking statements are based on assumptions and estimates and are subject to risks and uncertainties. We
have identified in this Annual Report some of the factors that may cause actual results to differ materially from those
expressed or assumed in any of our forward-looking statements. There may be other factors not so identified. You
should not place undue reliance on our forward-looking statements. As you read this Annual Report, you should
understand that these statements are not guarantees of performance or results. Further, any forward-looking statement
speaks only as of the date on which it is made and, except as required by law, we undertake no obligation to update
any forward-looking statement to reflect events or circumstances after the date on which it is made or to reflect the
occurrence of anticipated or unanticipated events or circumstances. New factors emerge from time to time that may
cause our business not to develop as we expect and it is not possible for us to predict all of them. Factors that may
cause actual results to differ materially from those expressed or implied by our forward-looking statements include,
but are not limited to, those described under the heading Risk Factors beginning on page 12, as well as the following:

® QOur limited operating history and business development;

® Our history of operating losses, which we expect to continue;

® Qur ability to generate enough positive cash flow to pay our creditors;

® Our dependence on key personnel;

® QOur need to attract and retain technical and managerial personnel;

® Qur ability to execute our business strategy;

® Intense competition with established leaders in the drug delivery industry;

® Qur ability to protect our intellectual property and proprietary technologies;

® Costs associated with potential intellectual infringement claims asserted by a third party;

® QOur exposure to product liability claims resulting from the use of our products;
e General economic and capital market conditions, including political and economic uncertainty in various areas of the world where we

do business;
® Qur exposure to unanticipated and uncontrollable business interruptions;
® Pricing and product actions taken by our competitors;
® Financial conditions of our customers;
® Customers' perception of our financial condition relative to that of our competitors;
® Changes in United States or foreign tax laws or regulations;
® Reliance upon suppliers and risks of production disruptions and supply and capacity constraints;
® Our dependence on our pharmaceutical partners;
® Costs of raw materials and energy;
® Unforeseen liabilities arising from litigation;

® Qur ability to successfully complete the integration of any future acquisitions;
e Our exposure to undisclosed liabilities of the public shell corporation;

® Qur ability to project the market for our products based upon estimates and assumptions; and
e Our ability to obtain approvals needed to market our products.

3
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PART I

ITEM 1. DESCRIPTION OF BUSINESS

In this annual report on Form 10-KSB, the "Company," "IntelGenx" "we," "us," and "our," refer collectively to
IntelGenx Technologies Corp. and IntelGenx Corp., our wholly-owned Canadian subsidiary ( IntelGenx ).

Company Structure

The Company, formerly known as Big Flash Corp., was incorporated Delaware on July 27, 1999, We did not have any
operations prior to the acquisition of IntelGenx. On April 28, 2006, the Company, directly and indirectly through its
Canadian holding corporation, completed the acquisition of 100% of the issued and outstanding shares and warrants of
IntelGenx. IntelGenx, incorporated on June 15, 2003, has continued its operations as our subsidiary. See --The
IntelGenx Acquisition ).

Our principal office is located at 6425 Abrams, Ville St-Laurent, Montreal, Quebec, H4S 1X9. Our website is at
www.IntelGenx.com. Information on our website is not included or incorporated by reference into this Annual
Report.

Inter-corporate Relationships

General Business Overview

We are a drug delivery company focusing on the development of oral controlled-release products both for the branded
and generic pharmaceutical market as well as novel oral drug delivery systems. We have positioned ourselves as a
provider of product development services to the pharmaceutical industry, focusing on the development of products
that are based on our proprietary oral drug delivery technologies. Drug delivery systems are an important tool in the
hand of the physician to optimize drug therapy. For the pharmaceutical industry, they represent an opportunity to
extend the market exclusivity and thereby the product lifecycle for drugs that are about to lose patent protection.
According to a report by CMR International, products incorporating drug delivery systems represented 13% of the
US$337 billion global pharmaceutical market with sales of US drug delivery products totaling $35 billion in 2006.
The oral drug delivery segment of the market continues to be the largest with sales totaling $21 billion in 2006. CR
(Controlled Release) dosage forms make up an important part of the oral drug delivery market. These advanced
delivery technologies provide the patient with the required amount of medication over a pre-determined, prolonged
period of time, preferably over 24 hours. Because of the reduced fluctuation of the active drug in the blood, these
advanced products are safer and more tolerable than conventional dosage forms and show better patient compliance.
In order to utilize the full therapeutic potential of a drug, the pharmaceutical industry has been moving towards
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designing intelligent delivery systems in addition to the development of new drugs as a means of more cost-efficiently
meeting the requirements of new therapeutic trends.
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We currently have two unique, proprietary drug delivery platform technologies that we use to develop products: a
Tri-Layer Tablet (1) technology which allows for the development of oral controlled release products, and a Quick
Release Wafer (2) technology for the rapid delivery of pharmaceutically active substances to the oral cavity. Our
Tri-layer platform technology is very versatile and is aimed at reducing manufacturing costs significantly as compared
to competing delivery technologies. The Quick Release Wafer technology allows for the instant delivery of
pharmaceuticals to the oral mucosa.

Our business strategy is to develop pharmaceutical products based on our proprietary drug delivery technologies and
license the commercial rights to competent partner companies once the viability of the product has been demonstrated.
In addition to entering into partnering arrangements that provide for full funding of the project, we anticipate that we
may undertake full development of certain products without seeking a partner until the product reaches the marketing
and distribution stage. We will assess the potential for successful development of a product and associated costs, and
then determine at which stage it is most prudent to seek a partner, balancing such costs against the potential for
additional returns earned by partnering later in the development process.

Technology Platforms

Our Tri-Layer platform technology (1) represents a new generation of controlled release layered tablets to modulate
the release of active compounds. The technology is based on a tri-layer tablet with an active core layer and two
erodible cover layers. The release of the active from the core matrix initially occurs in a first-order fashion. As the
erodible layers start to disintegrate, the permeation of the active ingredient through the cover layers increases. The
Tri-Layer tablet can thus produce quasi-linear (zero-order) kinetics for releasing a chemical compound over a desired
period. The erosion rate of the cover layers can be customized according to the physico-chemical properties of the
active drug. In addition, our multi-layer technology offers the opportunity to develop combination products in a
regulatory-compliant format.

Our Quick Release Wafer (2) is made up of a thin (25-35 micron) polymeric film comprised of USP components that
are safe and approved by the Food and Drug Administration (FDA) for use in food, pharmaceutical, and cosmetic
products. Derived from the edible film technology used for breath strips and initially developed for the instant
delivery of savory flavors to food substrates, the Instant Delivery Film has distinct advantages over existing fast
dissolving oral tablets which, management believes, make it the application system of choice for indications requiring
rapid onset of action like migraine, motion sickness and nausea.

Product Portfolio

We have assembled a product portfolio that includes a blend of generic products that management believes will
generate short-term revenues and high-potential opportunities that are based on our proprietary delivery technology.

INT0001/2004. This is the most advanced generic product involving our trilayer technology. Equivalency with the
reference product Toprol XL and its European equivalent Beloc-ZOK has been demonstrated in-vitro. The product has
been tested in phase I studies.

INT0003/2005. We have entered a development agreement with Cary Pharmaceuticals for the development of a
once-daily tablet product containing an antidepressant and a nicotine antagonist. The product is intended for smoking
cessation.

INTO0004/2006. The formulation development for an antidepressant has been completed and clinical (phase I)
development has commenced.
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INT0005/2005. We are developing a bilayer tablet containing a fixed-dose combination of a non-steroidal
anti-inflammatory drug and a synthetic prostaglandin. Formulation development is completed and a pilot bio batch has
been manufactured.

INTO0006/2005. We have entered into a development agreement with Novavax Inc., a pharmaceutical company based
in Malvern, PA for the development and manufacturing of a prenatal vitamin supplement product involving our
proprietary manufacturing technology and expect to commence commercialization of the product in late 2007.

INT10/2006. We have entered into a development agreement with Cannasat Therapeutics Inc. for the development of
a sublingual tablet product containing a cannabinoid-based active for the treatment of nausea in cancer patients

undergoing chemotherapy.

INTO0007/2006. A wafer product based on our proprietary edible film technology is in its early development stage. The
product is intended for the treatment of erectile dysfunction (ED).

The key product opportunities are summarized in the following table:

Product Indication Status
INTO0001/2004 CHF, Hypertension Pivotal batches in preparation
INTO0003/2005 Smoking cessation Pilot biostudy ongoing
INT0004/2006 Antidepressant Pilot biobatch completed
INT0010/2006 delta-9-THC Early formulation development
INT0006/2005 Pre-natal vitamin supplement =~ Manufacturing scale-up
INTO0005/2005 Osteoarthritis Pilot batch completed.
INT0007/2006 ED Pre-formulation activities

Our Strategy

Our business strategy is to develop pharmaceutical products based on our proprietary oral controlled-release drug
delivery technologies and license the commercial rights to competent partner companies once the viability of the
product has been demonstrated in exchange for down payments, milestone fees and royalties. These potential partners
would then fund the development of the products until completion and handle the regulatory approval process of the
product with the FDA and/or other regulatory bodies. The partners would also be responsible for the marketing and
distribution of the product(s). In order to increase revenue, we plan to take selected high-potential pharmaceutical
product candidates through the entire development process ourselves and attempt to sign distribution agreements with
potential partners at a later stage. This strategy is aimed at adding value to the projects at the development stage, thus
creating higher down payments and larger royalty payments on sales.

Our main growth strategies include (1) lifecycle management opportunities of existing products, (2) generic drugs
with high barriers to entry, (3) vitamin combination products, and (4) new drug delivery technologies.

6
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Lifecycle Management Opportunities

To achieve our goal of creating attractive business opportunities, we have undertaken a strategy under which we will
position our delivery technology as an opportunity for lifecycle management of products for which the patent
protection of the active ingredient is about to expire. While the substance patent cannot be extended, patent protection
can be obtained for a new and improved formulation, which has to be filed with the FDA under a 505(b)(2)
application. The first formulation for a respective active ingredient which is filed with the FDA under a 505(b)(2)
application, will have up to three years of market exclusivity after product launch. Based on past partnerships between
third party drug delivery companies and pharmaceutical companies, management believes that pharmaceutical
companies will partner with drug delivery companies which possess innovative technologies to develop these special
dosage formulations.

We source our 505(b)(2) eligible projects in two ways: either we develop a potential product to proof of concept stage
and then solicit potential pharmaceutical partners, or potential partners approach us directly or through the use of an
intermediary with a particular product candidate for the company to work on. The pharmaceutical partners provide the
funding required for the product development and in return get the exclusive distribution rights for the products. We
receive from our partners, development milestone payments and royalties upon commercialization. We believe that
these 505(b)(2) products represent the most lucrative opportunity for us to date.

Generic Drugs with High Barriers to Entry

We will also pursue generic drugs that are not 505(b)(2) candidates but that have certain barriers to entry, e.g. where
product development and manufacturing are more complex and therefore limit the number of potential entrants into
the generic market. We will work on such projects if there is a strong chance to be first to market. An example of such
a product is the company's INT0005/2005, a fixed-dose combination medication requiring complex formulation and
manufacturing technology. In this case, we believe that we have a chance of being first to file and therefore command
a lead presence in this market.

Vitamin Combination Products

We plan to develop more products using the proprietary technology we developed for our prenatal vitamin and
mineral supplement. The advantage of developing products for the vitamin and mineral supplement market is that this
market is large and current products are homogeneous differentiating themselves mostly on price. With our unique
technology that increases the active ingredients' absorption rates, we believe that we can successfully differentiate
ourselves from competing products in the market place. We believe that these types of products represent shorter term
revenue opportunities for us since these products are not regulated as pharmaceutical products and do not require FDA
approval, thereby significantly reducing the time to market of these products.

New Drug Delivery Technologies

Our prenatal vitamin supplement is an example of how we are using our technological know how to develop alternate
technology platforms. As we continue to work with various partners on different products, we believe that we will
have the opportunity to develop new proprietary technologies that may open up new market sectors for us in the
future.

Competition
The pharmaceutical industry is highly competitive and is affected by new technologies, governmental regulations,
healthcare legislation, availability of financing, litigation and other factors. Many of our competitors have longer

operating histories and greater financial, technical, marketing, legal and other resources than us. In addition, many of
our competitors have significantly greater experience than we have in conducting clinical trials of pharmaceutical
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products, obtaining FDA and other regulatory approvals of products, and marketing and selling approved products.
We expect that we will be subject to competition from numerous other entities that currently operate or intend to
operate in the pharmaceutical and specialty pharmaceutical industry.

7
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The key factors affecting the success of our drug delivery products are likely to include, among other things:

e the safety and efficacy of our products;

o the relative speed with which we can develop products;

® generic competition for any product that we will develop;

e our ability to defend our existing intellectual property and to broaden our IP and technology base;
e our ability to differentiate our products; and

In order to establish ourselves as a viable industry partner and secure stable growth, we have to continue to invest in
Research and Development (R&D) in order to further strengthen our technology base, and be able to manufacture our
products through our manufacturing partner at competitive costs.

Our Competitive Strengths

We believe that our key competitive strengths include:

e Our intellectual property;
e The versatility of our drug delivery technology ; and
e The manufacturing cost savings associated with our technology.

Manufacturing Partnership

We have established a strategic partnership with Keata Pharma Inc., a wholly owned subsidiary of PharmEng
International Inc. based in Markham, Ontario. Under this partnership, Keata Pharma provides pharmaceutical
manufacturing services to us and promotes our product development services to interested pharmaceutical companies.
In addition, we are co-developing generic products with Keata for the European generic market. We do not anticipate
any raw material shortages for the products that we are currently developing.

Dependence on Major Customers

We do not rely on any one or a few major customers for our end products. We do however depend on a few partners
for the development of new products, to obtain approval from regulatory bodies such as the FDA to commercialize
these products and for the successful distribution of these products.

Intellectual Property and Patent Protection

We plan to aggressively continue to protect our intellectual property and technology by applying for patent protection
in the United States and in the most relevant foreign markets in anticipation of future commercialization opportunities.

12
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We intend to file core technology patents covering the use of our platform technologies in any pharmaceutical
products. We also rely on trade secrets, common law trademark rights and trademark registrations and intend to
protect our intellectual property through non-disclosure agreements, license agreements and appropriate restrictions
and controls on the distribution of information.

The following table is a list of our issued and pending patents:

13



Edgar Filing: IntelGenx Technologies Corp. - Form 10KSB

Date submitted / issued

Patent No. Title Subject
US 6,231,957 Rapidly disintegrating The composition, manufacturing,
flavor wafer for flavor and use of rapidly disintegrating
enrichment flavored films for releasing flavors May 15, 2001
to certain substrates
US 6,660,292 Rapidly disintegrating Composition and manufacturing of
film for precooked foodsflavored films for releasing flavors
to precooked food substrates December 9, 2003
US 7,132,113 Flavored film Composition and manufacturing

method of multi-layered films
April 16, 2002
US Appl. 11/647,033 Multilayer Tablet Formulation and Method of
Preparation of Multilayered
Tablets December 30, 2005
US Appl. 11/635,361 Multi-Vitamin And Formulation And Method of
Mineral Supplement Preparation of Prenatal
Multivitamin Supplement December 7, 2005
PCT/CA2006/000336Pelayed Release Oral ~ Formulation And Method Of
US Appl. 11/403,262 Dosage Form And Making Bilayer Tablets Containing
Method Of Making Delayed-Release Diclofenac And February 13, 2006

Same Misoprostol

US Provisional Appl. Stabilized Formulation And Method Of

60/833,154 sustained-release Making Tablets Containing
Bupropion and Bupropion And Mecamylamine  July 25, 2006
Bupropion /

Mecamylamine tablets

Government Regulation

The pharmaceutical industry is highly regulated. We have to remain current with FDA and other regulatory
requirements in order to get new products approved. The consequence of this will be higher R&D expenses in order to
meet regulatory requirements. We are responding to these regulatory challenges by focusing on 505(b)(2)
opportunities that, by applying our drug delivery technology to existing drugs, give us access to high-potential product
opportunities by limiting R&D expenses and time-to-market as compared to NDA (New Drug Application) products.

Research and Development

We are currently working on several 505(b)(2) opportunities using our Tri-Layer and Quick Release Wafer
platform technologies. We source our 505(b)(2) projects in two ways: either we develop a potential product to proof
of concept stage and then solicit potential pharmaceutical partners, or potential partners approach us directly or
through the use of an intermediary with a particular product candidate for us to work on. The pharmaceutical
partners provide the funding required for the product development and in return get the exclusive distribution rights
for the products. We receive development milestone payments from our partners and royalties upon
commercialization. Currently, development fees and milestone payments account for 100% of our revenues, and
53% of our R&D expenses were used to support partner programs.

14
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Environmental Regulatory Compliance

We believe that we are fully compliant with environmental regulations of our research and development facility
located in Ville Saint-Laurent, Quebec.

Employees

As of December 31, 2006, we had 6 full-time employees and one consultant on staff. Five full-time employees and
the consultant are directly involved in product development activities. The technical staff includes one Ph.D., one
M.D., and three M.Sc.'s.

The IntelGenx Acquisition

On April 28, 2006, the Company, directly and indirectly through its Canadian holding corporation, completed the
acquisition of 100% of the issued and outstanding shares and warrants of IntelGenx. IntelGenx continued its
operations as a subsidiary of the Company. The Company acquired the shares of IntelGenx held by its principal
shareholders pursuant to a share exchange agreement dated April 10, 2006 which the Company entered into with
IntelGenx and the principals of IntelGenx. The Company also acquired 100,000 common share purchase warrants of
IntelGenx pursuant to a securities purchase agreement which we entered into with Patrick J. Caruso, in exchange for
100,000 common share purchase warrants of the Company. The Company also acquired 3,191,489 common shares of
IntelGenx from 34 investors in exchange for 3,191,489 shares of our common stock.

The Company's special purpose Canadian subsidiary, 6544361 Canada Inc.("Exchango"), completed the acquisition of
10,991,000 common shares of IntelGenx held by Horst Zerbe, Ingrid Zerbe and Joel Cohen (the "IntelGenx
Principals") pursuant to the Share Exchange Agreement and other agreements among the Company, Exchangeco, the
IntelGenx Principals and Equity Transfer Services Inc. ("Equity"). Under the Share Exchange Agreement,
Exchangeco acquired all of the issued and outstanding common shares of IntelGenx held by the IntelGenx Principals
in exchange for 10,991,000 Class A Special Shares of Exchangeco ("Exchangeable Shares"). At closing of the Share
Exchange Agreement, the Company, Exchangeco, the IntelGenx Principals and Equity entered into an Exchange and
Voting Trust Agreement (the "Exchange and Voting Trust Agreement") pursuant to which 10,991,000 shares of our
common stock (the "Trust Shares") were issued to Equity, in its capacity as trustee for the IntelGenx Principals, as
security for the Company's covenants under the provisions of the Exchangeable Shares. At closing, we, Exchangeco
and Equity also entered into a support agreement ("Support Agreement") which, among other things, sets forth the
terms and conditions upon which the IntelGenx Principals may exchange the Exchangeable Shares for a
corresponding number of shares of our common stock. The Company may satisfy its obligations by instructing the
Trustee to deliver one of our common share for each such Exchangeable ShareThe Company, Exchangeco, Equity and
the IntelGenx Principals also entered into an escrow agreement (the "Escrow Agreement") pursuant to which the
IntelGenx Principals have deposited into escrow with Equity, as escrow agent, all of the Exchangeable Shares and
they have undertaken to deposit with Equity any Trust Shares for which the Exchangeable Shares may be exchanged
from time to time, over a term of 3 years following closing. The Escrow Agreement provides that the Exchangeable
Shares and any Trust Shares held in escrow may not be sold, assigned or transferred, except as expressly permitted
under the Escrow Agreement, and shall be released from escrow at the end of the 3-year term.

The Trustee, as the holder of record of the Trust Shares, is entitled to all of the voting rights, including the right to
vote in person or by proxy the Trust Shares on any matters, questions, proposals or propositions whatsoever that may
properly come before our stockholders or at a meeting of our stockholders or in connection with respect to all written
consents sought by us from our stockholders (the "Voting Rights"). The Voting Rights shall be and remain vested in
and exercised by the Trustee. As further particularized in the Exchange and Voting Trust Agreement, the Trustee shall
exercise the Voting Rights only on the basis of instructions received from the IntelGenx Principals entitled to instruct
the Trustee as to the voting thereof at the time at which the stockholders meeting is held or a stockholders' consent is
sought. To the extent that no instructions are received from an IntelGenx Principal with respect to the Voting Rights to
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which such person is entitled, the Trustee shall not exercise or permit the exercise of such Voting Rights.
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Under the terms of the Exchangeable Shares, the IntelGenx Principals will have the right to exchange the
Exchangeable Shares for a corresponding number of shares of our common stock at any time. Prior to the exercise of
such exchange rights, Equity will be the owner of record of the Trust Shares and will retain power to vote the Trust
Shares or grant consent in regard to any and all matters presented for approval by the holders of our common stock.
Under the terms of the Exchange and Voting Trust Agreement, Equity, in its capacity as trustee, will act in regard to
such matters only in accordance with instructions given by the IntelGenx Principals. In its capacity as trustee, Equity
does not have any powers of disposition over the Trust Shares except as expressly required under the Exchange and
Voting Trust Agreement and the Support Agreement.

Immediately prior to closing of the Share Exchange Agreement, IntelGenx issued 3,191,489 common shares to 34
investors ("Investors") pursuant to private placement subscription agreements at an issue price of (Cdn.) $0.47 per
share. At closing, all of the 3,191,489 common shares of IntelGenx held by the Investors were transferred to usin
exchange for 3,191,489 shares of our common stock pursuant.

At closing, we entered into a securities purchase agreement ("Caruso Securities Purchase Agreement") with Patrick J.
Caruso pursuant to which we purchased from Mr. Caruso warrants to purchase 100,000 common shares of IntelGenx
at (Cdn.) $0.47 per share on or before March 15, 2008 in exchange for which we issued to Mr. Caruso warrants
entitling the holder to purchase 100,000 shares of our common stock at $0.41 per share on or before April 28, 2008.
Additionally, at closing, we entered into a business consultancy agreement ("Caruso Consulting Agreement") with Mr.
Caruso pursuant to which we issued to Mr. Caruso 325,000 shares of our common stock as a non-refundable retainer,
and in full payment of investor relations services to be rendered by Mr. Caruso under the agreement.

After giving effect to the issuance of the 10,991,000 shares of our common stock under the Share Exchange
Agreement, the issuance of 3,191,489 shares of our stock to the Investors, the issuance of 100,000 warrants of our
pursuant to the Caruso Securities Purchase Agreement and the issuance of 325,000 shares of our common stock
pursuant to the Caruso Consulting Agreement, the number of Trust Shares that will be issued to Equity will constitute
68.7% of the shares of our common stock that will be issued and outstanding. After giving effect to the issuance of the
shares in connection with the IntelGenx Acquisition, Horst Zerbe, Ingrid Zerbe and Joel Cohen will, pursuant to rights
attached to the Exchangeable Shares issued to them under the Share Exchange Agreement, be entitled to acquire and
beneficially own, respectively, 4,709,643, 4,709,643 and 1,571,713 shares of our common stock constituting,
respectively, 29.4%, 29.4% and 9.8% of our common stock that will be issued and outstanding.

Pursuant to the terms of the Support Agreement, the holders of the Exchangeable Shares will economically benefit to
the same extent as our direct shareholders of Big Flash in the event of any dividend or other distribution.

Exchangeco shall on any day ("Redemption Date") to be determined by Exchangeco's board of directors after the tenth
anniversary of the date of the IntelGenx Acquisition, redeem the then outstanding Exchangeable Shares for an amount
per Exchangeable Share (the "Redemption Price") equal to (i) the current market price of our common stock on the
last business day prior to the Redemption Date (which may be satisfied in full by Exchangeco causing an instruction
to be given to the Trustee to deliver, in respect of each Exchangeable Share held by each respective holder thereof,
one share of our common stock, and obtaining written confirmation of such delivery by the Trustee), plus (ii) the
unpaid dividend amount, if any, on each such Exchangeable Share held by such holder on any dividend record date
which occurred prior to the Redemption Date.

The Exchangeable Shares may, at any time prior to the Redemption Date, be exchanged by any of the IntelGenx
Principals in exchange for the same number of shares of our common stock. The number of shares of our common
stock to be transferred to the holders of the Exchangeable Shares upon such exchange will be subject to corresponding
adjustment in the event of any securities dividend, forward split, reverse split, or similar event. The holders of the
Exchangeable Shares will also benefit to an identical extent as all our other shareholders in the event of a tender offer
or other similar transaction.

18



Edgar Filing: IntelGenx Technologies Corp. - Form 10KSB
11

19



Edgar Filing: IntelGenx Technologies Corp. - Form 10KSB

All events related to payment of dividends, redemption or purchase or any capital distribution in respect of our
common shares or any shares other than the Exchangeable Shares, redemption or purchase of any shares other than the
Exchangeable Shares, or issuance of any other exchangeable shares, shall in each case be subject to approval by
holders of not less than 66.6% of then-outstanding Exchangeable Shares. In addition, we must obtain the same consent
prior to any action to reclassify, subdivide, re-divide or make any similar change to our outstanding shares of, or effect
an amalgamation, merger, reorganization or other transaction affecting our shares of common stock.

RISK FACTORS

This report contains forward-looking statements that involve risks and uncertainties. Our actual results could differ
materially from those discussed in this report. Factors that cause or contribute to these differences include, but are not
limited to, those discussed below, elsewhere in this report, and in any documents incorporated in this report by
reference.

Risks Related to Our Business
We continue to sustain losses and our revenues are minimal.

Even though we completed the development stage of our operations in April 2006 when we commenced consistently
generating revenues from our operations, we are still subject to all of the risks inherent in both the creation of a new
business and the development of new products. Our cash flows may be insufficient to meet expenses relating to our
operations and the development of our business, and may be insufficient to allow us to develop new products. We
currently conduct research and development using our proprietary platform technologies to develop oral controlled
released and other delivery products. We do not know if we will always be successful in the development of such
products.

We had an accumulated deficit of approximately $837,474 since Inception in 2003.To date, these losses have been
financed principally through sales of equity securities, long-term debt and debt from related parties. Our revenues for
the years ended December 31, 2006, December 31, 2005 and December 31, 2004 were $265,901, $19,990 and
$257,374 respectively. Our revenues consisted primarily of development fee revenues from three clients and have not
been sufficient to sustain our operations. In order to achieve profitability our revenue streams will have to increase and
even though we expect increased revenues from development fees in 2007, there is no assurance that revenues can
increase to such a level. Additional capital and/or borrowings will be necessary in order for us to continue in existence
until we are able to attain and sustain profitable operations.

We are subject to currency fluctuations, which may affect our results.

The majority of our expenses and our debt are in Canadian dollars, while our revenues are primarily in U.S. dollars.
The fluctuation of the Canadian dollar and the U.S. dollar could materially impact our operating results and financial
position.

We may need additional capital to fulfill our business strategies. We may also incur unforeseen costs. Failure to
obtain such capital would adversely affect our business.

We will need to expend significant capital in order to continue with our research and development by hiring additional
research staff and acquiring additional equipment. If our cash flows from operations are insufficient to fund our
expected capital needs, or our needs are greater than anticipated, we will be required to raise additional funds in the
future through private or public sales of equity securities or the incurrence of additional indebtedness. Additional
funding may not be available on favorable terms, or at all. If we borrow additional funds, we likely will be obligated
to make periodic interest or other debt service payments and may be subject to additional restrictive covenants. If we
fail to obtain sufficient additional capital in the future, we could be forced to curtail our growth strategy by reducing
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or delaying capital expenditures, selling assets or downsizing or restructuring our operations. If we raise additional
funds through public or private sales of equity securities, the sales may be at prices below the market price of our
stock, and our shareholders may suffer significant dilution.

12
L]

21



Edgar Filing: IntelGenx Technologies Corp. - Form 10KSB

The loss of the services of key personnel would adversely affect our business.

Our future success depends to a significant degree on the skills, experience and efforts of our executive officers and
senior management staff. The loss of the services of existing personnel, particularly Horst Zerbe, our Chairman of the
Board and Chief Executive Officer, would be detrimental to our research and development programs and to our
overall business.

We are dependent on collaborators to conduct clinical trials of, obtain regulatory approvals for, and
manufacture, market, and sell our controlled release products.

We depend heavily on our pharmaceutical partners to pay for part or all of the research and development expenses
associated with developing a new product and to obtain approval from regulatory bodies such as the FDA to
commercialize these products. We also depend on our partners to successfully distribute these products after receiving
regulatory approval. We derive our revenues from research and development fees, milestone fees and royalty fees all
of which are paid to us by our partners. Our inability to successfully find pharmaceutical partners who are willing to
pay us these fees in order to develop new products would negatively impact our business and our cash flows.

We have limited experience in manufacturing, marketing and selling pharmaceutical products. Accordingly, if we
cannot maintain our existing collaborations or establish new collaborations with respect to our other products in
development, we will have to establish our own capabilities or discontinue the commercialization of the affected
product. Developing our own capabilities would be expensive and time consuming and could delay the
commercialization of the affected product. There can be no assurance that we would be successful in developing these
capabilities.

Our existing collaborations are subject to termination on short notice under certain circumstances including, for
example, if the collaborator determines that the product in development is not likely to be successfully developed or
not likely to receive regulatory approval, if we breach the agreement or upon a bankruptcy event. If any of our
collaborations are terminated, we may be required to devote additional resources to the product, seek a new
collaborator on short notice or abandon the product. The terms of any additional collaborations or other arrangements
that we establish may not be favorable to us.

We are also at risk that these collaborations or other arrangements may not be successful. Factors that may affect the
success of our collaborations include the following:
® Our collaborators may be pursuing alternative technologies or developing alternative products, either on their own or in collaboration
with others, that may be competitive with the product as to which they are collaborating with us, which could affect our collaborator's

commitment to the collaboration with us.

® Our collaborators may reduce marketing or sales efforts, or discontinue marketing or sales of our products. This would reduce our
revenues received on the products.

® Our collaborators may terminate their collaborations with us. This could make it difficult for us to attract new collaborators or
adversely affect perception of us in the business and financial communities.

® Our collaborators may pursue higher priority programs or change the focus of their development programs, which could affect the

collaborator's commitment to us. Pharmaceutical and biotechnology companies historically have re-evaluated their priorities from time
to time, including following mergers and consolidations, which have been common in recent years in these industries.
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We face competition in our industry, and many of our competitors have substantially greater experience and
resources than we do.

We compete with other companies within the drug delivery industry, many of which have more capital, more
extensive research and development capabilities and greater human resources than we do. Some of these drug delivery
competitors include Biovail, Penwest, Andrx, and Labopharm. Our competitors may develop new or enhanced
products or processes that may be more effective, less expensive, safer or more readily available than any products or
processes that we develop, or they may develop proprietary positions that prevent us from being able to successfully
commercialize new products or processes that we develop. As a result, our products or processes may not compete
successfully, and research and development by others may render our products or processes obsolete or uneconomical.
We expect competition to increase as technological advances are made and commercial applications broaden.

We are dependent upon sales outside the United States, which are subject to a number of risks.

Our future results of operation could be harmed by risks inherent in doing business in international markets, including:

e Unforeseen changes in regulatory requirements;
e Weaker intellectual property rights protection in some countries;
e New export license requirements, changes in tariffs or trade restrictions; and

e Political and economic instability in our target markets.
We rely upon a third-party manufacturer, which puts us at risk for supplier business interruptions.

We have entered into an agreement with a third party manufacturer which will manufacture certain of our products
once we complete development and after we receive regulatory approval. If our third-party manufacturer fails to
perform, our ability to market products and to generate revenue would be adversely affected. Our failure to deliver
products in a timely manner could lead to the dissatisfaction of our distribution partners and damage our reputation,
cause our distribution partners to cancel existing agreements with us and to stop doing business with us.

The third-party manufacturer that we depend on to manufacture our products is required to adhere to FDA regulations
regarding current Good Manufacturing Practices (cGMP), which include testing, control and documentation
requirements. Ongoing compliance with cGMP and other regulatory requirements is monitored by periodic inspection
by the FDA and comparable agencies in other countries. Failure by our third-party manufacturer to comply with
cGMP and other regulatory requirements could result in actions against them by regulatory agencies and jeopardize
our ability to obtain products on a timely basis.

We are subject to extensive government regulation including the requirement of approval before our products
may be marketed. Even if we obtain marketing approval, our products will be subject to ongoing regulatory
review.

We, our collaborators, our products, and our product candidates are subject to extensive regulation by governmental
authorities in the United States and other countries. Failure to comply with applicable requirements could result in
warning letters; fines and other civil penalties; delays in approving or refusal to approve a product candidate; product
recall or seizure; withdrawal of product approvals; interruption of manufacturing or clinical trials; operating
restrictions; injunctions; and criminal prosecution.

Our products cannot be marketed in the United States without FDA approval. Obtaining FDA approval requires

substantial time, effort, and financial resources, and there can be no assurance that any approval will be granted on a
timely basis, if at all. We rely on our partners for the preparation of applications and for obtaining regulatory
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approvals. If the FDA does not approve our product candidates in a timely fashion, or does not approve them at all,
our business and financial condition may be adversely affected. Further, the terms of approval of any marketing
application, including the labeling content, may be more restrictive than we desire and could affect the marketability
of our or our collaborator's products. Subsequent discovery of problems with an approved product may result in
restricti