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The following discussion is management’s assessment and analysis of the results of operations and 

financial conditions of Invictus MD Strategies Corp. (formerly BioAB Strategies Ltd.), ("Invictus" the 

"Company", "we", "our") and should be read in conjunction with the accompanying condensed interim 

consolidated financial statements and related notes thereto for the three months ended April 30, 2016. 

 

Additional information relating to the Company is available on SEDAR at www.sedar.com.  

 

All financial information in this MD&A related to 2016 and 2015 has been prepared in accordance with 

International Financial Reporting Standards (“IFRS”) and all dollar amounts are expressed in Canadian 

dollars unless otherwise indicated.  

 

The effective date of this MD&A is June 29, 2016. 

 

BUSINESS OVERVIEW  

 

Invictus MD Strategies Corp. (formerly BioAB Strategies Ltd.) was incorporated under the British Columbia 
Business Corporations Act on February 11, 2014. The Company was primarily engaged in the acquisition 

of bio-pharmaceutical assets to build and generate profits, and has since changed its business to focus 
primarily on the investment, acquisition, and development of synergistic businesses in an effort to increase 
and sustain growth, value, and profits. The Company’s head office is located at 1108-1238 Seymour Street, 

Vancouver, British Columbia, V6B 6J3. 
 
On December 19, 2014 the Company entered into a definitive agreement pursuant to which the Company  

acquired all of the issued and outstanding securities of Greener Pastures Marihuana Dispensary Ltd. 
(“GPMD”). GPMD was incorporated on January 23, 2014 under the British Columbia Business Corporations 
Act. The transaction was carried out by way of a three-cornered amalgamation whereby a wholly-owned 

subsidiary of the Company (“Newco”) is amalgamated with GPMD to form a new corporate entity 
(“Amalco”). Upon completion of the amalgamation, Amalco was known as Greener Pastures Marihuana 
Dispensary Ltd., the continuing entity resulting from the amalgamation of Newco and GPMD. The former 

shareholders of GPMD were issued 2,197,912 common shares of the Company on the basis of one 
common share of the Company for every one GPMD common share held. Accordingly, this transaction was 
recorded as a reverse acquisition for accounting purposes, with GPMD being identified as the accounting 

acquirer. The resulting consolidated statements of financial position are presented as a continuance of 
GPMD and the comparative figures presented in the consolidated financial statements after the acquisition 
are those of GPMD. 

 
Concurrent with this transaction, the Company changed its name to Invictus MD Strategies Corp., and 
effected a change in directors, management and business. The Company’s common shares began trading 

on the Canadian Securities Exchange under the trading symbol “IMH” effective December 23, 2014.  The 
Company’s common shares also trade on the OTC under the symbol “IVITF”, and the Frankfurt Stock 
Exchange under the symbol “8IS”. 

 
During the three months ended April 30, 2016, the Company has earned revenues from its operations of 
$833,982, and as at April 30, 2016, has accumulated losses of $1,079,752. These factors indicate the 

existence of a material uncertainty that may cast significant doubt about the Company's ability to continue 
as a going concern. These financial statements have been prepared on the basis of accounting principles  
applicable to a going concern which assumes the Company will be able to realize its assets and discharge 

its liabilities in the normal course of business rather than through a process of forced liquidation. The 
Company’s continuing operations, as intended, and its financial success is dependent upon the extent to 
which it can successfully raise the capital to implement its future plans. These financial statements do not 

include any adjustments relating to the recoverability and classification of recorded asset amounts and 
classification of liabilities that might be necessary should the Company be unable to continue in existence.  
 

http://www.sedar.com/
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On June 15, 2015, the Company completed its listing process in the United States on the OTC Markets 

and is currently trading under the symbol IVITF. In connection with the recent U.S. listing, the Company 

has also secured DTC eligibility by the Depository Trust Company for its shares; the Company is also 

trading in Frankfurt under the symbol 8IS and will continue to trade on the Canadian Securities Exchange 

under the symbol IMH. 

 

On June 30, 2015, the Company accelerated its option to acquire an additional 26.25% interest in Future 

Harvest Development Ltd. (“Future Harvest”), bringing the Company’s total ownership to 60%.  In 

consideration for the additional equity interest, the Company issued 275,000 common shares at a deemed 

price of $1.35, and made a cash payment in the amount of $285,000 to the shareholders of Future Harvest .   

 

On October 27, 2015, the Company entered into agreements with certain escrowed shareholders whereby 

17,089,121, on a pre-share consolidation basis, escrowed common shares were voluntarily cancelled and 

replaced with 170,891.21 non-voting and non-participating Class A Preferred Shares on the basis of one 

Class A preferred share for each 100 escrow common shares.  

 

On February 1, 2016, the Company acquired an additional 15% of Future Harvest, bringing the Company’s  

total ownership to 75%. In consideration of the remaining equity interest, the Company made a cash 

payment of $375,000 to the shareholders of Future Harvest.  

 

On February 1, 2016, the Company sold its SunBlaster product line and as result has recorded the related 

assets and liabilities as assets held for sale and liabilities associated with assets held for sale as at January 
31, 2016 respectively.  
 

On March 11, 2016, the Company, announced that it is proceeding with a consolidation of its issued and 

outstanding share capital on the basis of one post-consolidated common share for every 10 pre-

consolidated common shares. No fractional shares will be issued. Any fractional share will be rounded 

down to the nearest whole number. As a result of the consolidation, the issued and outstanding common 

shares will be reduced to 4,033,429 common shares. The effect of the share consolidation on earnings per 

share amounts has been applied retrospectively in these consolidated financial statements. The option and 

warrants amounts have also been adjusted to reflect the consolidation.   

 

 

SELECTED ANNUAL INFORMATION 

 

 January 31,  
2016 

$ 

January 31,  
2015 

$ 

January 31,  
2014 

$ 

Total revenues               3,706,125                  -                  - 

Income (loss) for the year 183,401      (707,903) (2,188) 

Basic and diluted income (loss) per share               0.05 
             

(0.09) (2,188) 

Total assets 8,311,725 396,196 71 

 

RESULTS OF OPERATIONS 

 

For the three months ended April 30, 2016 

 

During the three months ended April 30, 2016, the Company incurred net loss of $205,616 (2015 – 

$291,107). The comparative results between the periods ended April 30, 2016 and 2015 are as expected,  

given the increased activity during the current period as compared to the previous period when the 

Company had completed its first full quarter after completing the amalgamation and listing on the CSE.  
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The significant difference between the comparative periods was primarily due to the following: 

 

 During the three months ended April 30, 2016, the Company generated revenues of $833,982, as 

compared to $500 during the same period in 2015. It has incurred cost of sales of $348,802 during 

the current period (2015 - $Nil). The increase is primarily due to the Company acquiring majority 

control of Future Harvest on June 30, 2015. Accordingly, the revenue and expenses of Future 

Harvest from the months of February to April 2016 have been included in the consolidated financial 

statements. 

 

 During the three months ended April 30, 2016, the Company incurred $55,910 for selling and 

marketing expenses, as compared to $110,790 incurred during the same period in 2015. This  

decrease is primarily due to the decreased activity of the Company in investor relations and with 

respect to other subsidiaries held which have since been sold during the year ended January 31, 

2016.   

 

 General and administrative expenses of $553,878 were incurred for the three months ended April 

30, 2016 as compared to $194,380 during the same period in 2015. This increase is expected,  

given the inclusion of Future Harvest’s expenses following the acquisition of majority control by the 

Company. 

 

 The Company recorded a bargain purchase gain in the amount of $49,993 (2015 – $Nil), relating 

to the acquisition of Future Harvest (see Note 11 of the Financial Statements). 
 

 

SUMMARY OF QUARTERLY RESULTS 

 

The following table provides summary financial data from February 11, 2014, date of incorporation to April 

30, 2016 prepared in accordance with IFRS: 

 

Quarter 

Total  

Revenues 

$ 

Loss before 

other items 

$ 

Income (loss) 

and 

comprehensive 

loss 

$ 

Basic and diluted 

earnings (loss) 

per common 

share 

$ 

Weighted 

average 

number of 

shares 

# 

April 30, 2016 833,982 (124,608) (205,616) (0.05) 4,033,429 

January 31, 2016 2,022,601 (55,963) 1,055,362 0.23 4,531,305 

October 31, 2015 1,287,035 (172,924) (135,423) (0.03) 5,400,783 

July 31, 2015 395,989 (360,985) (445,431) (0.10) 4,764,161 

April 30, 2015 500 (304,670) (291,107) (0.08) 3,452,372 

January 31, 2015 - (218,365) (651,279) (0.77) 850,315 

October 31, 2014 - (29,568) (29,568) (0.04) 784,538 

July 31, 2014 - (24,430) (24,430) (0.04) 550,842 
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INVESTMENT IN ASSOCIATES 

 

The Edison Vape Co. 

 

On January 26, 2015, the Company acquired 40% of the common shares of Edison Vape Co. (“Edison”),  

by way of subscribing to 40,000 shares at a price of $0.001 per common share for cash consideration of 
$40 and providing a non-interest bearing shareholder’s loan of $40,000 to Edison. During the period, the 
Company has issued the $40,000 shareholder’s loan and satisfied the terms of the agreement. Pursuant  

to the transaction, upon completion of a 6-month development period, and for a period of 120 days following 
the completion of the development period, the Company will have the option to purchase the remaining 
60% of the common shares of Edison.  

 
The option to purchase the remaining 60% had a fixed price of $1.2 million, payable upon reaching certain 
milestones as outlined below: 

 
(a) $10,000 to be paid in cash when the Company received patent search information to allow the 

Company to proceed with development (paid); 

 
(b) $10,000 to be paid in cash 30 days after the first payment date as described above (paid); 

 

(c) $180,000 worth of Invictus MD shares 15 days following the end of the development period  
(issued); 

(d) $500,000 worth of Invictus MD shares upon Edison reaching cumulative gross sales of $2.5 million  

(issued in escrow); and 
 

(e) $500,000 worth of Invictus MD shares upon Edison achieving cumulative gross sales of $12.5 

million (issued in escrow). 
 
A 3% perpetual royalty based on the gross sales once Edison has achieved a minimum of $500,000 in 

cumulative gross sales is also payable. The fixed price will be payable, at the election of the Company,  
either in cash or by way of a combination of cash and common shares of the Company , as outlined above.   
 

On October 31, 2015, the Company exercised its option to acquire the remaining 60% of the shares in 
Edison. Accordingly, the Company has entered into a share purchase agreement effective October 31, 
2015, to acquire the remaining 60% of the shares in Edison from the investors. The Company now owns 

100% of the shares of Edison. 
 

Under the terms of the agreement, the Company has issued to the investors the following:  

 
1. 180,000 common shares of the company at a deemed price of $1 per share; 

 

2. 100,000 common shares of the company at a deemed price of $5 per share, subject to escrow 

provisions whereby such common shares may not be released until Edison has earned an 

aggregate of $2.5-million in gross revenues; and 

 

3. 66,667 common shares of the company at a deemed price of $1.75 per share, subject to escrow 

provisions whereby such common shares may not be released until Edison has earned an 

aggregate of $12.5 million in gross revenues. 

 
The first escrow issuance and the second escrow issuance are subject to a top-up mechanism, such that 

if the volume-weighted average trading price of the Company's common shares on the Canadian Securities  

Exchange for the seven most recent trading days immediately preceding the first sales milestone is below 

$5, or below $7.50 as of the second sales milestone, then the company has the option to issue either 

additional common shares, cash payment or a combination thereof to the inventors, such that the aggregate 
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value of the consideration issued at each milestone is equal to $500,000 and provided that the issuance of 

any additional common shares is not less than a deemed issue price of $1. 

 
As part of the agreement, Edison and the inventors have entered into a royalty agreement, whereby the 

inventors will receive a royalty in perpetuity equal to 3 per cent of gross sales once Edison achieves 

cumulative gross revenue in the amount of $500,000. 

 
Edison is engaged in the design, development, patenting, manufacturing, and distribution of a new and 

improved system for consumption of herbal materials using vaporizer technology with disposable 
cartridges.  
 

The investment in The Edison was intended to provide a revenue generating business upon successful 
commercialization of the product.  To date, the initial prototype has been completed, management has 
travelled to China to meet with a manufacturer, and financing opportunities and distribution partners are 

being sought. The Company intends to complete an initial launch in California in the first quarter of 2016,  
and initial production of the working prototype is underway with an anticipated completion date of January  
2016. 

 

On May 4, 2015, Edison received filing confirmation of a U.S. provisional patent for the invention of its 

vaporizer apparatus, device and methods. 

 

ACQUISITIONS 

 

Cannabis Health Sciences Inc. 

 
On February 11, 2015, the Company entered into a share purchase agreement with Cannabis Health 

Sciences Inc. (“Cannabis Health”), a British Columbia corporation, pursuant to which the Company has 
acquired all of the issued and outstanding common shares of Cannabis Health, representing a 100% 
interest in exchange for a cash payment of $45,000, the issuance of 30,000 incentive stock options, and 

the issuance of up to 100,000 common shares of the Company based on certain escrow provisions.  
 
On November 30, 2015, the Company sold its interest in Cannabis Health.  Under the terms of the 

agreement, the company has sold 100 per cent of its shares in Cannabis Health to an arm's length party in 
exchange for consideration of $275,000 consisting of $25,000 cash and $250,000 in deferred advertising.   
The Company will also receive a 3-per-cent perpetual royalty based on gross sales generated by Cannabis  

Health to begin 12 months after the closing date.   The Company recorded a nominal amount related to the 
value of the deferred advertising as receipt is based on certain contingent future events which the Company 
has not control over.  As a result, the Company recorded a loss on disposal of $153,892 related to its 

investment.  
 
In the event of a subsequent sale by the purchaser, the royalty agreement will terminate and the company 

will be entitled to receive the following cash payment: 
 

a. 50 per cent of the gross proceeds generated by the purchaser for a period of 18 months 

from the closing date; 
b. 25 per cent of the gross proceeds generated by the purchaser thereafter, terminating 10 

years from the closing date. 

 
Pursuant to the sale of Cannabis Health, an aggregate of 666,668 common shares, previously issued under 
the original acquisition agreement and held in escrow subject to certain performance targets, have been 

cancelled and returned to treasury of the Company. 
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VitaLeaf Management Inc. 

 
On March 31, 2015, the Company entered into a share purchase agreement with Cannabis Health Expo 
Inc. (“Cannabis Health Expo”), a British Columbia corporation, pursuant to which the Company has acquired 

all of the issued and outstanding common shares of Cannabis Health Expo, representing a 100% interest 
in exchange for cash payment of $1,200 and then changed the name to VitaLeaf Management Inc.  
(“VitaLeaf”).  

 
VitaLeaf was developed to be the Company’s patient management and education vertical. The Company 
has delayed the launch of VitaLeaf due to the uncertainty within the industry in which it operates, and in 

order to focus all resources on the launch of Edison Vape and the development of Future Harvest.  As of 
April 30, 2016, VitaLeaf remains inactive. 
 

Prestige Worldwide Holdings Inc. 

 

On March 3, 2015, the Company purchased a 100% interest in Prestige Worldwide Holdings Inc.  

(“Prestige”) in exchange for 171,000 common shares to the shareholder of Prestige, which was subject to 

the concurrent closing of the initial acquisition of Future Harvest Development Ltd. (“Future Harvest”),  and 

will issue additional common shares as Future Harvest achieves certain EBITDA milestones (up to an 

aggregate of 900,000 common shares), as outlined below: 

 

(a) 182,250 Invictus shares if the Company acquires the first additional block of 13.75% of the Future 

Harvest shares, based on the following release schedule: 

 

(i) 105,000 shares on the later of (i) December 31, 2015 and (ii) 45 days after Future Harvest  

achieves a $1 million EBITDA milestone (the “EBITDA $1 million Date”); and 

 

(ii) 77,250 shares on the later of (i) June 30, 2016 and (ii) 45 days after the EBITDA $1 million 

Date. 

 

(b) 182,250 Invictus shares if the Company acquires the second additional block of 13.75% of the 

Future Harvest shares, based on the following release schedule:  

 

(i) 60,750 shares on the later of (i) June 30, 2016 and (ii) 45 days after the EBITDA $1 million 

Date; 

 

(ii) 18,000 shares on the later of (i) June 30, 2016 and (ii) 45 days after Future Harvest  

achieves a $2 million EBITDA milestone (the “EBITDA $2 million Date”); and 

 

(iii) 103,500 shares on the later of (i) December 31, 2016 and (ii) 45 days after the EBITDA $2 

million Date. 

 

(c) 182,250 Invictus shares if the Company acquires the third additional block of 13.75% of the Future 

Harvest shares, based on the following release schedule: 

 

(i) 52,500 shares on the later of (i) December 31, 2016 and (ii) 45 days after the EBITDA $2 

million Date; 

 

(ii) 69,000 shares on the later of (i) June 30, 2017 and (ii) 45 days after the EBITDA $2 million 

Date; and 

 

(iii) 60,750 shares on the later of (i) June 30, 2017 and (ii) 45 days after Future Harvest  

achieves a $3 million EBITDA milestone (the “EBITDA $3 million Date”).  

 



Invictus MD Strategies Corp.  

For the three months ended April 30, 2016 

Management’s Discussion & Analysis (“MD&A”) 
 

Page 7 of 15 
 

(d) 182,250 Invictus shares if the Company acquires the fourth additional block of 13.75% of the Future 

Harvest Shares, based on the following release schedule: 

 

(i) 26,250 shares on the later of (i) June 30, 2017 and (ii) 45 days after the EBITDA $3 million 

Date; and 

(ii) 156,000 shares on the later of (i) December 31, 2017 and (ii) 45 days after the EBITDA $3 

million Date. 

 
The purpose of acquiring Prestige was to facilitate the acquisition of Future Harvest and as a result the 

Company capitalized the costs related to the stepped purchase of Prestige.   
 

Future Harvest Development Ltd. 

  
Future Harvest, based out of Kelowna, B.C., has been operating for over 20 years as a manufacturer and 

distributor of innovative products and solutions for the hydroponic and indoor growing industries. Their 

product line is available through leading distributors and retailers across North America, the United Kingdom 

and Europe. Future Harvest’s product lines include SunBlaster Lighting™, Nutradip, Plantlife Products and 

Future Harvest Plastics, as well as the Nano-Dome and Grow Light Garden systems currently sold at major 

hardware and home garden centers across North America. 

SunBlaster Lighting™ has introduced a variety of innovative lighting products to both the hydroponic and 

In Door growing industries. SunBlasters T5HO lighting fixtures, and CFL self bal lasted lamps are industry 

leaders and a great example of Future Harvest’s commitment to providing customers with the best possible 

lighting for all their growing needs. 

Future Harvest has been manufacturing metering and monitoring equipment for over fifteen years. Their 

most popular and industry standard is the Trimeter, made famous because a single glance tells you if your 

pH, nutrients and temperatures are on target. All Nutradip and SunBlaster products are developed,  

designed, tested and assembled in Canada. 

Plantlife Products consists of 29 proprietary formulas that offer growers the leading edge in sediment free 

plant nutrition. Every product has been developed and tested in-house by Future Harvest’s own plant  

scientists. 

On March 3, 2015, the Company entered into an agreement to indirectly acquire, through its interest in 
Prestige, up to 75%, over a period of eight months, the common shares of Future Harvest for an aggregate 

purchase price of up to $1,875,000.  
 
As at April 30, 2016, the Company has acquired a total of 75% interest in Future Harvest by making the 

initial $500,000 payment on March 3, 2015; a subsequent payment of $343,750 on May 4, 2015 to acquire 
an additional 13.75%; and on June 30, 2015, accelerated its option to acquire an additional 26.25% by 
issuing 275,000 common shares of the Company at a deemed price of $1.35, and making a cash payment 

of $285,000 to the shareholders of Future Harvest.  
 
On February 1, 2016, an additional 15% interest was acquired bringing the Company’s total ownership to 

75%. In exchange for the additional 15% of the shares of Future Harvest, the Company paid $375,000 in 
cash to certain shareholders of Future Harvest. A bargain purchase gain in the amount of $49,993 was 
recognized during the three month period ended April 30, 2016. During the year ended January 31, 2016,  

the Company recognized bargain purchase gain in the amount of $1,209,734.  
 
The acquisition of Prestige, and the concurrent initial acquisition of Future Harvest was completed in order 

to provide added value to shareholders by way of increasing EBITDA and sales targets. The Company is 
working with Future Harvest management to improve and streamline processes, increase brand 
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recognition, develop new products, decrease expenses, and increase sales.   Since the initial acquisition of 
Future Harvest, we have seen record-breaking sales and have launched new products to great success.  
 

On February 1, 2016, the Company sold its SunBlaster product line, consisting of inventory of $794,617,  
and intangibles of $3,991,974.  Total consideration as per the asset purchase agreement is as follows:  
 

 $50,000 cash deposit (paid); 

 $3 million cash payable on the closing Date (paid); 

 an amount equal to inventory on hand, at cost, as determined and payable within 30 days 
from February 1, 2016 (paid); 

 the final reconciliation payment, including any adjustments to freight based on actual 
spend, is due in cash on    June 30, 2016; 

 a management fee payable to Future Harvest of 2.8% of gross SunBlaster sales until June 
30, 2016; and 

 operating cost recoveries of approximately $24,000 per month until June 30, 2016, or such 
other time as mutually agreed to. 

 

OUTLOOK 

 

As of the date of this MD&A, the Company has completed a number of acquisitions  and divestures and is 

continually working to add value through growth of current investments and seeking additional acquisition 

opportunities. As a result of the sale of SunBlaster, the Company is sufficiently financed to continue its 

operations and plans through expansion of Future Harvest’s fertilizer product line. The Company’s primary  

objective is to identify, grow and build companies that are complementary to one another. The Company’s  

strategy is to target small and mid-sized companies with proven brands, strong customer focus, and 

significant growth potential. We work in partnership with management teams to increase shareholder value 

through business planning and process integration, developing and executing growth strategies, leveraging 

our experience and relationships, and structuring and deploying the proper capital to support long-term 

growth.  

 

LIQUIDITY AND CAPITAL RESOURCES 

 

The Company has working capital in the amount of $3,230,555, and cash of $2,037,084 as of April 30, 

2016. The Company’s condensed interim consolidated financial statements for the three months ended 

April 30, 2016 have been prepared on a going concern basis, which assumes that the Company will 

continue in operation in the foreseeable future and will be able to realize its assets and settle its liabilities 

in the normal course of business.  

 

As at April 30, 2016, the Company has earned revenues from its operations of $833,982, and has 

accumulated losses of $1,079,752.  

 

The Company’s ability to continue its operations is dependent on its success in raising equity through share 

issuances, suitable debt financing and/or other financing arrangements.  
 
The Company manages common shares, stock options, and share purchase warrants as capital. The 
Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going 

concern in order to pursue the development of its business, pursue additional investment opportunities, and 
to maintain a flexible capital structure which optimizes the costs of capital at an acceptable risk. The 
Company does not have any externally imposed capital requirements to which it is subject.  

 
The Company manages its capital structure and makes adjustments to it in light of changes in economic  
conditions and the risk characteristics of the underlying assets.  To maintain or adjust the capital structure, 

the Company may attempt to issue new shares, issue debt, acquire or dispose of assets, or adjust the 
amount of cash on hand.  
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In order to facilitate the management of its capital requirements, the Company prepares expenditure 
budgets that are updated as necessary depending on various factors, including successful capital 
deployment and general industry conditions.  

 
There have been no changes to the Company’s approach to capital management during the three months 
ended April 30, 2016.  The Company is not subject to externally imposed capital requirements.  

 
As at April 30, 2016, the Company has 248,083 warrants outstanding.  
 

As at April 30, 2016, the Company has 157,500 options outstanding.  

 

OFF-BALANCE SHEET ARRANGEMENTS AND PROPOSED TRANSACTIONS 

 

The Company does not have any off-balance sheet arrangements or proposed transactions other than what  

is disclosed herein. 

 

RELATED PARTY TRANSACTIONS 

 

All transactions with related parties have occurred in the normal course of operations. Key management is 

comprised of directors and executive officers.  

 

During the period ended April 30, 2016, the Company was charged $189,375 (2015 - $24,000) in 

management fees by a company controlled by the CEO of the Company, which includes a bonus paid of 

$144,375 as a result of the services provided relating to the sale of SunBlaster.  As of April 30, 2016, $50 

remains outstanding. 

 

During the period ended April 30, 2016, the Company was charged $41,000 (2015 - $16,250) in 

management fees by a company controlled by the CFO of the Company, which includes a bonus paid of 

$20,000 for services provided relating to the sale of SunBlaster. As of April 30, 2016, $Nil remains 

outstanding. 

 

FINANCIAL INSTRUMENTS AND RELATED RISKS 

 

Financial instruments are classified into one of the following categories: FVTPL; held-to-maturity  
investments; loans and receivables; available-for-sale; or other liabilities. The carrying values of the 

Company’s financial instruments are classified into the following categories:  

 

Financial Instrument Category 
April 30,  

2016 

January 31,  

2016 

Cash FVTPL $           2,037,084 $          237,653 

Accounts receivable Loans and receivables 1,756,328 1,453,650 

Deposits  Loans and receivables - 50,000 

Accounts payable Other liabilities   $           1,103,757     $       1,151,411 

 
Financial instruments recorded at fair value on the statements of financial position are classified using a 

fair value hierarchy that reflects the significance of the inputs used in making the measurements. The 
hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or 
liabilities and the lowest priority to unobservable inputs. The three levels of the fair value hierarchy are as 

follows: 
 
Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities; 

Level 2: Inputs other than quoted prices included in Level 1 that are observable for the asset or liability 
either directly (i.e., as prices) or indirectly (i.e., derived from prices); and 

Level 3: Inputs that are not based on observable market data. 
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The financial instruments recorded at fair value on the statements of financial position are comprised of 
cash which is measured using Level 1 of the fair value hierarchy. There were no significant transfers  

between Level 1 and Level 2. At April 30, 2016, the Company has no other financial instruments that require 
disclosure under the fair value hierarchy. 
 

RISK MANAGEMENT 
 
The Company’s activities potentially expose it to a variety of financial risks, including credit risk, liquidity 

risk, and market risk. 
 

Credit risk 

 
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by 
failing to discharge an obligation. The Company’s cash are exposed to credit risk. The Company reduces 

its credit risk on cash by placing these instruments with institutions of high credit worthiness. As at April 30, 
2016, the Company’s exposure is the carrying value of the financial instruments.  

 

The Company’s maximum exposure to credit risk is the carrying value of its financial assets.  
 

Liquidity risk 

 
Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet commitments 
associated with financial instruments. The Company manages liquidity by maintaining adequate cash 

balances to meet liabilities as they become due. 
 

The Company maintained cash at April 30, 2016 in the amount of $2,037,084, in order to meet short-term 

business requirements. At April 30, 2016, the Company had accounts receivable of $1,756,328 and 
accounts payable and accrued liabilities of $1,103,757. All accounts payable and accrued liabilities are  
current. 

 
Market risk  

 

Market risk consists of currency risk, interest rate risk and other price risk. These are discussed further 
below. 

 

Currency risk 
 

The Company is exposed to financial risk related to fluctuations in foreign exchange rates. For the 

period ended April 30, 2016, the Company recorded a foreign exchange gain of $32,093. 
  

Interest rate risk 

  
Interest rate risk consists of two components: 
 

i)  To the extent that payments made or received on the Company’s monetary assets and liabilities    
are affected by changes in the prevailing market interest rates, the Company is exposed to 
interest rate cash flow risk. 

 
ii) To the extent that changes in prevailing market rates differ from the interest rate in the Company’s     

monetary assets and liabilities, the Company is exposed to interest rate price risk.  

 
Current financial assets and financial liabilities are generally not exposed to interest rate risk because of 
their short-term nature and maturity. 
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SIGNIFICANT ACCOUNTING POLICIES 

 

The Company’s unaudited condensed interim consolidated financial statements have been prepared using 

accounting policies, judgments and estimates consistent with those used in the audited consolidated 

financial statements for the year ended January 31, 2016. Please refer to the audited financial statements 

for additional information. 

 

FUTURE CHANGES TO ACCOUNTING STANDARDS  

Certain new standards, interpretations and amendments to existing standards have been issued by the 

IASB that are mandatory for accounting periods beginning after February 1, 2015, or later periods.  Some 
updates that are not applicable or are not consequential to the Company may have been excluded from the 
list below. 

 
Accounting standards adopted and effective February 1, 2014 

 

As of February 1, 2014, the company adopted several new IFRS standards and amendments in accordance 
with the transitional provisions of each standard.  The adoption of these standards did not have a significant 
impact on the financial statements of the Company.  

 
 
The adoption of these standards did not impact the Company’s financial statements.  

 
i. Amendments to IAS 32 – Financial instruments, presentation  

ii. Amendments to IAS 36 – Impairment of assets   

iii. IFRIC 21 – Levies 
 

New accounting standards issued but not yet effective  

 
Certain new standards, interpretations and amendments to existing standards have been issued by the 
IASB or the International Financial Reporting Interpretations Committee (“IFRIC”) that are mandatory  for 

accounting periods beginning on or after February 1, 2015, or later periods. Some updates that are not 
applicable or are not consequential to the Company may have been excluded from the list below.  
 

New accounting standards effective February 1, 2016 
 
IAS 16 – Property, plant and equipment 

In May 2014, the IASB amended IAS 16, which is effective for annual periods beginning on or after January  
1, 2016. The amendment clarifies that a depreciation method for property, plant and equipment that is 
based on revenue that is generated by an activity that includes the use of an asset is not allowed. The 

Company is evaluating the effect, if any, the amendment to IAS 16 will have on the Company’s financial 
statements.  

 

IAS 38 – Intangible assets 
 
In May 2014, the IASB amended IAS 38, which is effective for annual periods beginning on or after January  

1, 2016. The amendment clarifies that a depreciation method for intangible assets that is based on revenue 
that is generated by an activity that includes the use of an intangible asset is not allowed. Exceptions are 
allowed where the intangible asset is expressed as a measure of revenue or revenue and the consumption 

of the economic benefits of the intangible asset are highly correlated. The Company is evaluating the effect,  
if any, the amendment to IAS 38 will have on the Company’s financial statements.  
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New accounting standards effective February 1, 2018 and afterwards 
 
IFRS 9 – Financial instruments, classification and measurement 

 
IFRS 9 was issued in November 2009 and contained requirements for financial assets. This standard 
addresses classification and measurement of financial assets and replaces the multiple category and 

measurement models in IAS 39 for debt instruments with a new mixed measurement model having only 
two categories: Amortized cost and fair value through profit or loss. Requirements for financial liabilities 
were added in October 2010 and they largely carried forward existing requirements in IAS 39, Financial 

Instruments – Recognition and Measurement, except that fair value changes due to credit risk for liabilities 
designated at fair value through profit and loss would generally be recorded in other comprehensive income.  
 

IFRS 9 was subsequently amended in November 2013 to add new general hedge accounting requirements .  

The final version of IFRS 9 was issued in July 2014 and adds a new expected loss impairment model and 

amends the classification and measurement model for financial assets by adding a new fair value through 

other comprehensive income category for certain debt instruments and additional guidance on how to apply  

the business model and contractual cash flow characteristics.  

 

The Company has not yet begun the process of assessing the impact that the new and amended standards 

will have on its financial statements or whether to early adopt any of the new requirements.  

 

IFRS 15 - Revenue from Contracts with Customers 

 

On May 28, 2014 the IASB issued IFRS 15, “Revenue from contracts with customers”. The new standard 

is effective for fiscal years ending on or after January 1, 2018 and is available for early adoption.   

 

IFRS 15 will replace IAS 11, “Construction contracts”, IAS 18, “Revenue”, IFRIC 13, “Customer loyalty 

programs”, IFRIC 15, “Agreements for the construction of real estate”, IFRIC 18, “Transfers of assets from 

customers” and SIC 31, “Revenue – barter transactions involving advertising services”. The standard  

contains a single model that applies to contracts with customers and two approaches to recognizing 

revenue: at a point in time; or over time. The model features a contract -based five-step analysis of 

transactions to determine whether, how much and when revenue is recognized. New estimates and 

judgmental thresholds have been introduced, which may affect the amount and/or timing of revenue 

recognized. 

 

The new standard applies to contracts with customers. It does not apply to insurance contracts, financial 

instruments or lease contracts, which fall in the scope of other IFRSs. The Corporation intends to adopt  

IFRS 15 in its financial statements for the annual period beginning on February 1, 2019. The extent of the 

impact of adoption of this standard has not yet been determined. 

 

On January 13, 2016 the IASB issued IFRS 16, “Leases”. The new standard is effective for annual periods 

beginning on or after January 1, 2019. Earlier application is permitted for entities that apply IFRS 15,  

“Revenue from contracts with customers” at or before the date of initial adoption of IFRS 16. IFRS 16 will  

replace IAS 17, “Leases”. 

 

This standard introduces a single lessee accounting model and requires a lessee to recognize assets and 

liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value. A 

lessee is required to recognize a right-of-use asset representing its right to use the underlying asset and a 

lease liability representing its obligation to make lease payments.  

 

This standard substantially carries forward the lessor accounting requirements of IAS 17, while requiring 

enhanced disclosures to be provided by lessors. Other areas of the lease accounting model have been 

impacted, including the definition of a lease. Transitional provisions have been provided. 
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The extent of the impact of adoption of this standard has not yet been determined. The Corporation intends 

to adopt IFRS 16 in its financial statements for the annual period beginning on February 1, 2022.  

 
DISCLOSURE OF OUTSTANDING SHARE DATA 

 

 Common Shares 

Issued and 
Outstanding 

Common Share 

Purchase 
Warrants 

Stock 
Options 

Balance, April 30, 2016 4,033,429 248,083 157,500 

Balance, June 29, 2016 4,033,429 30,000 157,500 
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS  

 
The Company’s certifying officers, based on their knowledge, having exercised reasonable diligence, are also 
responsible to ensure that these filings do not contain any untrue statement of materials fac t of 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 these filings, and these financial statements together with 
the other financial information included in these filings.  The Board of Directors’ approved the Financial Statements  
and MD&A and ensures that management has discharged its financial responsibilities.  

 

FORWARD-LOOKING INFORMATION OR STATEMENTS AND CAUTIONARY FACTORS THAT MAY AFFECT 

FUTURE RESULTS 

 

Certain statements contained in the following MD&A constitute forward-looking statements (within the meaning of the 

Canadian securities legislation and the U.S. Private Securities Litigation Reform Act of 1995) that involve risks and 

uncertainties. Forward-looking statements are frequently, but not always, identified by words such as "expects", 

"anticipates", "believes", "intends", "estimates", "potential", "possible" and similar expressions, or statements that 

events, conditions or results "will", "may", "could" or "should" occur or be achieved. The forward-looking statements 

may include statements regarding work programs, capital expenditures, timelines, strategic plans, market price of 

commodities or other statements that are not statement of fact.  Forward-looking statements are statements about  

the future and are inherently uncertain, and actual achievements of the Company may differ materially from those 

reflected in forward-looking statements due to a variety of risks, uncertainties and other factors. For the reasons set 

forth above, investors should not place undue reliance on forward-looking statements. Important factors that could 

cause actual results to differ materially from the Company’s expectations include uncertainties involved in disputes 

and litigation, fluctuations in commodity prices and currency exchange rates; uncertainty of estimates of capital and 

operating costs, recovery rates, production estimates and economic return; the need for cooperation of government 

agencies; the need to obtain additional financing and uncertainty as to the availability and terms of future financing;  

uncertainty related to the completion of the amalgamation.  

 

It is the Company’s policies that all forward-looking statements are based on the Company’s beliefs and assumptions 

which are based on information available at the time these assumptions are made.  The forward looking statements 

contained herein are as of June 29, 2016 and are subject to change after this date, and the Company assumes no 

obligation to publicly update or revise the statements to reflect new events or circumstances, except as may be 

required pursuant to applicable laws.  

 

Although management believes that the expectations represented by such forward-looking information or statements 

are reasonable, there is significant risk that the forward-looking information or statements may not be achieved, and 

the underlying assumptions thereto will not prove to be accurate. Forward-looking information or statements in this 

MD&A include, but are not limited to, information or statements concerning our expectations regarding the ability to 

raise additional funds and complete amalgamation.  

 

Actual results or events could differ materially from the plans, intentions and expectations expressed or implied in 

any forward-looking information or statements, including the underlying assumptions thereto, as a result of numerous 

risks, uncertainties and factors including: the possibility that opportunities will arise that require more cash than the 

Company has or can reasonably obtain; dependence on key personnel; dependence on corporate collaborations;  

potential delays; uncertainties related to early stage of technology and product development; uncertainties as to 

fluctuation of the stock market; uncertainties as to future expense levels and the possibility of unanticipated costs or 

expenses or cost overruns; and other risks and uncertainties which may not be described herein. The Company has 

no policy for updating forward looking information beyond the procedures required under applicable securities laws. 


