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purposes.                                                       
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As of April 12, 2006, there were 39,667,556 shares of our common stock were issued and outstanding.

Documents Incorporated by Reference: None.

Transitional Small Business Disclosure Format: No.
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INTRODUCTION

The following discussion should be read in conjunction with our audited financial statements and notes thereto.
Because we desire to take advantage of, the "safe harbor" provisions of the Private Securities Litigation Reform Act of
1995, we caution readers regarding certain forward looking statements in the following discussion and elsewhere in
this report and in any other statement made by, or on our behalf, whether or not in future filings with the Securities
and Exchange Commission. Forward looking statements are statements not based on historical information and which
relate to future operations, strategies, financial results or other developments. Forward looking statements are
necessarily based upon estimates and assumptions that are inherently subject to significant business, economic and
competitive uncertainties and contingencies, many of which are beyond our control and many of which, with respect
to future business decisions, are subject to change. These uncertainties and contingencies can affect actual results and
could cause actual results to differ materially from those expressed in any forward looking statements made by, or our
behalf. We disclaim any obligation to update forward looking statements.

Forward looking statements involve known and unknown risks, uncertainties and other factors that may cause our
actual results, levels of activity, performance, or achievements to be materially different from any future results, levels
of activity, performance, or achievement expressed or implied by such forward-looking statements. In some cases, you
can identify forward-looking statements by terminology such as "may," "will," "should," "could," "intend," "expects,"
"plan," "anticipates," "believes," "estimates," "predicts," "potential," or "continue" or the negative of such terms or
other comparable terminology. Although we believe that the expectations reflected in the forward-looking statements
are reasonable, we cannot guarantee future results, levels of activity, performance, or achievements. Moreover, neither
we nor any other person assumes responsibility for the accuracy and completeness of such statements.

WE ARE A DEVELOPMENT STAGE BUSINESS AND AN INVESTMENT IN OUR COMPANY IS
EXTREMELY RISKY.
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PART I

ITEM 1. DESCRIPTION OF BUSINESS

Important Disclosures and Disclaimers.

Please note that ProtoKinetix, Inc. (the "Company") is a development stage company that has not yet sold or
marketed any products. The Company had $2,000 in revenues for the year ended December 31, 2005.

It is important to understand that although the Company (as is discussed below) is focused on various promising
scientific efforts, to date, there has not been a commercial product developed by the Company. The Company
continues to conduct research; however, the ultimate commercialization of a viable product may never occur.
Further, even if a product is developed, the desired results for which it was originally intended may not be achieved.

General

ProtoKinetix is a biotechnical company headquartered in Vancouver, British Columbia that owns the world-wide
rights to a family of synthetic anti-freeze glycoproteins (trademarked by the Company as AAGP™). The Company is
dedicated to the commercial development of AAGP™ for use in human and veterinary medicine, food additives and
supplements, and the biotechnology and cosmetic industry. ProtoKinetix is making rapid and meaningful progress in
this domain by coordinating a team of world recognized intellectual talent in a networked environment. This team has
been able to use previously published research on native antifreeze proteins and antifreeze glycoproteins as a guide to
the expansion and development of markets for this valuable family of molecules.

The ProtoKinetix business plan is based primarily on the furtherance of certain intellectual property rights obtained by
way of "sub-licenses" of technology from other companies. At present, although the Company has engaged the
prestigious patent law firm of Cabinet-Moutard of Versaille, France, to file a number of international patent
applications (consistent with our agreements with the licensors of various technologies we license), the Company
itself has no finished commercial product or products, and has received no final patents awards or FDA approvals for
any product or diagnostic procedures.

The Company currently has no full time employees. The Company operates with a skeletal management team headed
by John Todd, M.D. In addition to Dr. Todd, the Company receives advice and counsel from its Scientific Advisory
Board. A short biography of Dr. Todd may be found within this Form 10-KSB, and the biographies of other members
of the ProtoKinetix Scientific Advisory Board may be found within the "About Us" section of the Company's website
located at www.protokinetix.com.

The Company is focused on the research and development of one primary compound which it has filed a trademark
application for. This compound is called AFGP.

Page 5

Edgar Filing: ProtoKinetix, Inc. - Form 10KSB

6



AFGP Project

The Company has undertaken is to develop and test synthetic antifreeze glycoproteins (AFGP).

ProtoKinetix has entered into agreements to acquire the exclusive right to develop products derived from patent
pending technologies related to synthetic AFGPs. The ProtoKinetix intellectual property rights were developed by Dr.
Jean-Charles Quirion.

Intellectual Property

As of the date of this report, although the Company's development agents, including the parties the Company has
licensed AFGP technologies from, have applied to receive patents for technologies ProtoKinetix has licensed and
continues to primarily base it's research efforts on, no patents have been issued by a governmental or
quasi-governmental agency. The references of applications that the Company has filed to date are
PCT/IB2005/003940, filed on December 2, 2005 under the priority of the French patent application FR 0412782
which was filed on December 2, 2004.

Subject to our available financial resources, our intellectual property strategy is: (1) to pursue licenses, trade secrets,
and know-how within the Company's primary research areas, and (2) to develop and acquire proprietary positions to
reagents and new platforms for the development of products related to these technologies.

Trade Secrets and Know-How

We believe that even if the Company's intellectual property position is ultimately diminished as a result of our
development agents and licensors to receive patent protection for the licenses ProtoKinetix has contracted to access,
we have developed a substantial body of trade secrets and know-how relating to the development of AAGP™, including
but not limited to the optimization of materials for efforts, and how to maximize sensitivity, speed-to-result,
specificity, stability and reproducibility.

Competition

The markets that the Company is attempting to enter are multi-billion dollar international industries. They are
intensely competitive. Many of our competitors (from every perspective) are substantially larger and have greater
financial, research, manufacturing, and marketing resources.

Industry competition in general is based on the following:

·  Scientific and technological capability;
·  Proprietary know-how;

·  The ability to develop and market products and processes;
·  The ability to obtain FDA or other required regulatory approvals;

·  The ability to manufacture products that meet applicable FDA requirements, (i.e. FDA’s Quality System
Regulations) see Governmental Regulation section;

·  Access to adequate capital;
·  The ability to attract and retain qualified personnel; and

·  The availability of patent protection.
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We believe our scientific and technological capabilities are significant. Some of the results of our research are
available at our website located at www.protokinetix.com.

Our ability to develop our research is in large measure dependent on our having additional resources and/or
collaborative relationships, particularly where we can have our product development efforts funded on a project or
milestone basis. We believe that our know-how with our AFGP project, in spite of not yet receiving any patent
protected rights, has been instrumental in our obtaining the collaborations we have developed.

Although there is no such immediate need to make any regulatory filing in the United States or abroad, one should
know that we have limited experience with regard to obtaining FDA or other required regulatory approvals, and no
experience with obtaining pre-marketing approval of a biologic product. (See "Governmental Regulation" for
definition of pre-marketing approval.) For this reason, should our research efforts continue to show promise, we will
likely need to hire consultants to assist the Company with such governmental regulations.

Our access to capital is more challenging, relative to most of our competitors. This is a competitive disadvantage. We
believe however that our access to capital may increase as we get closer to the development of a commercially viable
product.

To date, we believe our research has enabled us to attract and retain qualified consultants. Because of the greater
financial resources of many of our competitors, we may not be able to complete effectively for the same individuals to
the extent that a competitor uses its substantial resources to attract any such individuals.

As is discussed above, with respect to the availability of patent protection, we do not have our own portfolio of patents
or the financial resources to develop and/or acquire a portfolio of patents similar to those of our larger competitors.
We have been able to obtain access to patent-pending technology by entering into licensing arrangements. However,
there can be no certainty that any of the patent-pending technologies we have licensed will ever receive final approval
by any patent office.

Abandonment of the RECAF Project

The Company has completed its evaluation of the existence on the RECAF receptor site. Validation trials were set up
in order to determine the specificity of the RECAF receptor site with a view towards developing a therapeutic
antibody to destroy the cancer target the super antibody binds to. These trials failed to provide the Company with the
specificity required necessary to fund the development of a therapeutic hunter killer antibody. The Company
continues to own the rights to both the Super Anti-Body and the catalytic antibody platform technologies. The
Company will continue to search for a receptor site that exists only on cancer cells, as well as one that is patentable.

The Company is not currently directing significant resources towards the RECAF Antibody Project
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Governmental Regulation

As was discussed above, the Company currently has no commercially viable products. The below discussion relates to
factors that may come into play when and if the Company has a commercially viable product.

All of the Company’s research relates to products that are regulated by the European regulatory agencies, FDA, U.S.
Department of Agriculture, certain state and local agencies, and/or comparable regulatory bodies in other countries
(collectively, these agencies shall be referred to as the "Agencies"). Government regulation affects almost all aspects
of development, production, and marketing, including product testing, authorizations to market, labeling, promotion,
manufacturing, and record keeping. The FDA - and U.S. Department of Agriculture - regulated products require some
form of action by that agency before they can be marketed in the United States, and, after approval or clearance, the
Company must continue to comply with other FDA requirements applicable to marketed products. Both before and
after approval or clearance, failure to comply with the FDA’s requirements can lead to significant penalties.

The Company's proposed AAGP™ products may be regulated as medical devices and/or biologics. There are two review
procedures by which medical devices can receive FDA clearance or approval. Some products may qualify for
clearance under Section 510(k) of the Federal Food, Drug and Cosmetic Act, in which the manufacturer provides a
pre-market notification that it intends to begin marketing the product, and shows that the product is substantially
equivalent to another legally marketed product (i.e., that it has the same intended use and is as safe and effective as a
legally marketed device and does not raise different questions of safety and effectiveness). In some cases, the
submission must include data from human clinical studies. Marketing may commence when the FDA issues a
clearance letter finding such substantial equivalence. An applicant must submit a 510(k) application at least 90 days
before marketing of the affected product commences. Although FDA clearance may be granted within that 90-day
period, in some cases as much as a year or more may be required before clearance is obtained, if at all.

If the medical device does not qualify for the 510(k) procedure (either because it is not substantially equivalent to a
legally marketed device or because it is required by statute and the FDA’s implementing regulations to have an
approved application), the FDA must approve a pre-market approval application before marketing can begin.
Pre-market approvals must demonstrate, among other matters, that the medical device provides a reasonable assurance
of safety and effectiveness. A pre-market approval is typically a complex submission, including the results of
preclinical and clinical studies. Preparing a pre-market approval is a detailed and time-consuming process. Once a
pre-market approval has been submitted, the FDA is required to review the submission within a statutory period of
time. However, the FDA’s review may, and often is, much longer, often requiring one year or more, and may include
requests for additional data.

Biologic products must be the subject of an approved biologics license application before they can be marketed. The
FDA approval process for a biologic product is similar to the pre-market approval process, involving a demonstration
of the product’s safety and effectiveness based in part on both preclinical and clinical studies.
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The Company's proposed AAGP™ products may be considered by FDA to be a biologic and will therefore be submitted
to the biologics division of FDA, the Center for Biologics Evaluation and Research.

Every company that manufactures biologic products or medical devices distributed in the United States must comply
with the FDA’s Quality System Regulations. These regulations govern the manufacturing process, including design,
manufacture, testing, release, packaging, distribution, documentation, and purchasing. Compliance with the Quality
System Regulations is required before the FDA will approve an application, and these requirements also apply to
marketed products. Companies are also subject to other post-market and general requirements, including compliance
with restrictions imposed on marketed products, compliance with promotional standards, record keeping, and
reporting of certain adverse reactions or events. The FDA regularly inspects companies to determine compliance with
the Quality System Regulations and other post-approval requirements. Failure to comply with statutory requirements
and the FDA’s regulations can lead to substantial penalties, including monetary penalties, injunctions, product recalls,
seizure of products, and criminal prosecution.

The Clinical Laboratory Improvement Act of 1988 prohibits laboratories from performing in vitro tests for the
purpose of providing information for the diagnosis, prevention or treatment of any disease or impairment of, or the
assessment of, the health of human beings unless there is in effect for such laboratories a certificate issued by the U.S.
Department of Health and Human Services applicable to the category of examination or procedure performed.
Although a certificate is not required for ProtoKinetix, ProtoKinetix considers the applicability of the requirements of
the Clinical Laboratory Improvement Act in the potential design and development of its products.

In addition, the FDA regulates the export of medical devices that have not been approved for marketing in the United
States. The Federal Food, Drug and Cosmetic Act contains general requirements for any medical device that may not
be sold in the United States and is intended for export. Specifically, a medical device intended for export is not
deemed to be adulterated or misbranded if the product: (1) accords to the specifications of the foreign purchaser; (2) is
not in conflict with the laws of the county to which it is intended for export; (3) is labeled on the outside of the
shipping package that it is intended for export; and (4) is not sold or offered for sale in the United States. Some
medical devices face additional statutory requirements before they can be exported. If an unapproved device does not
comply with an applicable performance standard or premarket approval requirement, is exempt from either such
requirement because it is an investigational device, or is a banned device, the device may be deemed to be adulterated
or misbranded unless the FDA has determined that exportation of the device is not contrary to the public health and
safety and has the approval of the country to which it is intended for export. However, the Federal Food, Drug and
Cosmetic Act does permit the export of devices to any country in the world, if the device complies with the laws of
the importing country and has valid marketing authorization in one of several "listed" countries under the theory that
these listed countries have sophisticated mechanisms for the review of medical devices for safety and effectiveness.

ProtoKinetix is also subject to regulations in foreign countries governing products, human clinical trials and
marketing, and may need to obtain approval or evaluations by international public health agencies, such as the World
Health Organization, in order to sell products in certain countries. Approval processes vary from country to country,
and the length of time required for approval or to obtain other clearances may in some cases be longer than that
required for U.S. governmental approvals. The extent of potentially adverse governmental regulation affecting
ProtoKinetix that might arise from future legislative or administrative action cannot be predicted.
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Environmental Laws

To date, we have not encountered any costs relating to compliance with any environmental laws.

ITEM 2. DESCRIPTION OF PROPERTY

The Company does not own any real property. The Company is not currently paying a rental fee where it is located.

ITEM 3. LEGAL PROCEEDINGS

There are currently no legal matters pending.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

A shareholder meeting was not held during fiscal year 2005.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

Trades of our common stock are subject to Rule 15g-9 of the Securities and Exchange Commission, known as the
Penny Stock Rule. This rule imposes requirements on broker/dealers who sell securities subject to the rule to persons
other than established customers and accredited investors. For transactions covered by the rule, brokers/dealers must
make a special suitability determination for purchasers of the securities and receive the purchaser’s written agreement
to the transaction prior to sale. The Securities and Exchange Commission also has rules that regulate broker/dealer
practices in connection with transactions in "penny stocks." Penny stocks generally are equity securities with a price
of less than $5.00 (other than securities registered on certain national securities exchanges or quoted on the NASDAQ
system, provided that current price and volume information with respect to transactions in that security is provided by
the exchange or system). The Penny Stock Rules requires a broker/ dealer, prior to a transaction in a penny stock not
otherwise exempt from the rules, to deliver a standardized risk disclosure document prepared by the Commission that
provides information about penny stocks and the nature and level of risks in the penny stock market. The
broker/dealer also must provide the customer with current bid and offer quotations for the penny stock, the
compensation of the broker/dealer and its salesperson in the transaction, and monthly account statements showing the
market value of each penny stock held in the customer’s account. The bid and offer quotations, and the broker/dealer
and salesperson compensation information, must be given to the customer orally or in writing prior to effecting the
transaction and must be given to the customer in writing before or with the customer’s confirmation. These disclosure
requirements have the effect of reducing the level of trading activity in the secondary market for our common stock.
As a result of these rules, investors may find it difficult to sell their shares.

The Company's Common Stock is quoted on the over-the-counter market and quoted on the National Association of
Securities Dealers Electronic Bulletin Board ("OTC Bulletin Board") under the symbol "PKTX". The high and low
bid prices for the Common Stock, as reported by the National Quotation Bureau, Inc., are indicated for the periods
described below. Such prices are inter-dealer prices without retail markups, markdowns or commissions, and may not
necessarily represent actual transactions.

2004 Low High
As of March 31, 2004 $.47 .55
As of June 30, 2004 .90 .98
As of September 30, 2004 .54 .62
As of December 31, 2004 .60 .70

2005 Low High
As of March 31, 2005 $.45 $.55
As of June 30, 2005 .87 .94
As of September 30, 2005 .52 .58
As of December 31, 2005 .60 .63
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Dividends

We have never paid cash dividends and have no plans to do so in the foreseeable future. Our future dividend policy
will be determined by our board of directors and will depend upon a number of factors, including our financial
condition and performance, our cash needs and expansion plans, income tax consequences, and the restrictions that
applicable laws, our current preferred stock instruments, and our future credit arrangements may then impose.

Currently under Nevada law, a dividend may not be made by a corporation if, after giving it effect:

·  the corporation would not be able to pay its debts as they become due in the usual course of business; or
·  except as otherwise specifically allowed by the corporation’s articles of incorporation, the corporation’s total assets

would be less than the sum of its total liabilities plus the amount that would be needed, if the corporation were to be
dissolved at the time of distribution, to satisfy the preferential rights upon dissolution of stockholders whose
preferential rights are superior to those receiving the distribution.

Holders

As of April 12, 2006, there were approximately 76 shareholders of record of the company's Common Stock.

As of April 12, 2006, the Company had 39,667,556 shares issued and outstanding. During the year ended December
31, 2005, the Company issued 12,507,991 new common shares. From January 1, 2006 through April 12, 2006 the
Company issued 166,359 common shares.

Recent Sales of Unregistered Securities; Use of Proceeds From Registered Securities

The previously filed Form 10-QSBs outline transactions related to new issuances for the first, second and third
calendar quarters of 2005. Below is a table showing the number of newly issued shares by quarter:

Period Number of Newly Issued
Common Shares

First Quarter 2,000,000
Second Quarter 7,428,922
Third Quarter 147,344
Fourth Quarter 2,931,725
Total 12,507,991
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There have been no sales of unregistered securities during calendar 2005 which would be required to be disclosed
pursuant to Item 701 of Regulation S-B, except for the following:

On March 8, 2005 the Company issued a total of 2,000,000 common shares pursuant to a consulting agreement. These
issuances were made in lieu of cash payments for services rendered and were considered exempt transactions under
Section 4(2) of the Securities Act of 1933, as amended.

On April 4, 2005 the Company issued a total of 3,050,000 common shares pursuant to the exercise of prior issued
Warrants. These issuances were considered exempt transactions under Section 4(2) of the Securities Act of 1933, as
amended.

On April 5, 2005 the Company issued a total of 285,832 common shares to Thunderbird Global Corporation in
consideration of the conversion of $85,749.60 of the outstanding debentures Thunderbird Global Corporation holds.
These issuances were considered exempt transactions under Section 4(2) of the Securities Act of 1933, as amended.

On April 30, 2005, the Company issued a total of 30,000 common shares pursuant to a due diligence fee agreement.
These issuances were made in lieu of cash payments for services rendered and were considered exempt transactions
under Section 4(2) of the Securities Act of 1933, as amended.

On May 9, 2005 the Company issued a total of 353,090 common shares to Thunderbird Global Corporation in
consideration of the conversion of $105,927 of the outstanding debentures Thunderbird Global Corporation holds.
These issuances were considered exempt transactions under Section 4(2) of the Securities Act of 1933, as amended.

On May 10, 2005 the Company issued a total of 1,150,000 common shares pursuant to a consulting agreement. These
issuances were made in lieu of cash payments for services rendered and were considered exempt transactions under
Section 4(2) of the Securities Act of 1933, as amended.

On May 11, 2005 the Company issued a total of 1,200,000 common shares pursuant to a consulting agreement with
Sedona West Investment Group, Inc. These issuances were made in lieu of cash payments for services rendered and
were considered exempt transactions under Section 4(2) of the Securities Act of 1933, as amended. The Company has
cancelled these shares and is in the process of filing a complaint and a request for an order from a state court in
Nevada against Sedona in order to have these shares returned to the Company treasury.

On May 20, 2005 the Company issued a t
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