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Introduction 
 
The following management’s discussion and analysis (“MD&A”) of the financial condition and 
results of the operations of Phivida Holdings Inc. (“we”, “our”, “us”, “Phivida” or the “Company”) 
constitutes management’s review of the factors that affected the Company’s financial and operating 
performance for the year ended September 30, 2017. This MD&A was written to comply with the 
requirements of National Instrument 51-102 – Continuous Disclosure Obligations. This discussion 
should be read in conjunction with the audited annual consolidated financial statements of the 
Company for the fiscal years ended September 30, 2017 and 2016, together with the notes thereto. 
Results are reported in Canadian dollars, unless otherwise noted. The Company’s financial 
statements and the financial information contained in this MD&A are prepared in accordance with 
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting 
Standards Board (“IASB”) and interpretations of the IFRS Interpretations Committee (“IFRIC”). In 
the opinion of management, all adjustments (which consist only of normal recurring adjustments) 
considered necessary for a fair presentation have been included. Information contained herein is 
presented as at January 22, 2018, unless otherwise indicated. 
 
For the purposes of preparing this MD&A, management, in conjunction with the Board of Directors 
(the “Board”), considers the materiality of information.  Information is  considered  material  if:  (i)  
such information results in, or would reasonably be expected to result in, a significant change in 
the market price or value of the Company’s common shares; (ii) there is a substantial likelihood 
that a reasonable investor would consider it important in making an investment decision; or (iii) it 
would significantly alter the  total  mix  of  information available  to  investors.  Management, in 
conjunction with the Board, evaluates materiality with reference to all relevant circumstances, 
including potential market sensitivity. 
 
Further information about the Company and its operations can be obtained from the offices of the 
Company or from http://phivida.com. 
 
Caution Regarding Forward-Looking Statements 
 
This MD&A contains certain forward-looking information and forward-looking statements, as 
defined in applicable securities laws (collectively referred to herein as “forward-looking 
statements”). These statements relate to future events or the Company’s future performance. All 
statements other than statements of historical fact are forward-looking statements. Often, but not 
always, forward-looking statements can be identified by the use of words such as “plans”, “expects”, 
“is expected”, “budget”, “scheduled”, “estimates”, “continues”, “forecasts”, “projects”, “predicts”, 
“intends”, “anticipates” or “believes”, or variations of, or the negatives of, such words and phrases, 
or state that certain actions, events or results “may”, “could”, “would”, “should”, “might” or “will” be 
taken, occur or be achieved. Forward-looking statements involve known and unknown risks, 
uncertainties and other factors that may cause actual results to differ materially from those 
anticipated in such forward-looking statements. The forward-looking statements in this MD&A 
speak only as of the date of this MD&A or as of the date specified in such statement. The following 
table outlines certain significant forward-looking statements contained in this MD&A and provides 
the material assumptions used to develop such forward-looking statements and material risk factors 
that could cause actual results to differ materially from the forward-looking statements. 
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Forward-looking statements Assumptions Risk factors 
The Company may be able to 
have positive revenue and profit 
margins.  

The Company has anticipated all material 
costs and the operating activities of the 
Company, and such costs and activities 
may be consistent with the Company’s 
current expectations; the Company may 
be able to obtain equity funding when 
required. 

Unforeseen costs to the Company will 
arise; any particular operating cost 
increase or decrease from the date of 
the estimation; and capital markets not 
being favourable for funding resulting in 
the Company not being able to obtain 
financing when required or on 
acceptable terms. 

The Company may be able to 
carry out anticipated business 
plans. 

The operating activities of the Company 
for the twelve months ending September 
30, 2018 may be consistent with the 
Company’s current expectations. 

The Company’s inability to make the 
technological development of its 
product lines and improve 
monetization; sufficient funds not being 
available; increases in costs; the 
growth of the market for hemp and 
cannabinoid products is not as 
expected; the Company may be unable 
to retain key personnel; the Company’s 
inability to launch its products in an 
efficient manner; competition; legal 
requirements and limitations and the 
possibility that the law relating to the 
Company’s business could change in a 
manner that materially adversely 
affects the Company’s business; the 
Company’s inability to enter into 
advantageous agreements and 
business relationships; the Company’s 
inability to attract customers for its 
products; general economic conditions 
and those economic conditions specific 
to the hemp and cannabinoid industry 
are negative.  

 
Inherent in forward-looking statements are risks, uncertainties and other factors beyond the 
Company’s ability to predict or control. Please also make reference to those risk factors referenced 
in the “Risk Factors” section below. Readers are cautioned that the above chart does not contain 
an exhaustive list of the factors or assumptions that may affect the forward-looking statements, 
and that the assumptions underlying such statements may prove to be incorrect.  Actual results 
and developments are likely to differ, and may differ materially, from those expressed or implied 
by the forward-looking statements contained in this MD&A.  
 
Forward-looking statements involve known and unknown risks, uncertainties and other factors that 
may cause the Company’s actual results, performance or achievements to be materially different 
from any of its future results, performance or achievements expressed or implied by forward-
looking statements. All forward-looking statements herein are qualified by this cautionary 
statement. Accordingly, readers should not place undue reliance on forward-looking statements. 
The Company undertakes no obligation to update publicly or otherwise revise any forward-looking 
statements whether as a result of new information or future events or otherwise, except as may 
be required by law. If the Company does update one or more forward-looking statements, no 
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inference should be drawn that it will make additional updates with respect to those or other 
forward-looking statements, unless required by law. 
 
Description of Business 
 
Phivida was incorporated under the Business Corporations Act (British Columbia) on April 24, 2015 
as “Icarus Capital Corp.”; and subsequently changed its name on November 18, 2015 to 
“Phytofarms Holdings Inc.” and on January 16, 2017 to “Phivida Holdings Inc.”  The head office is 
located at Suite 1070 – 1200 West 73rd Avenue, Vancouver, BC V6P 6G5 and its registered office 
is Suite 200 – 1238 Homer Street, Vancouver, BC V6B 2Y5.  The Company has three wholly-
owned subsidiaries: Phivida Organics Inc. (“Phivida Organics”), Phivida Nutrition Inc. (“Phivida 
Nutrition”) and Phivida Enhanced Distribution Inc. (“Phivida Enhanced”). 
 
The Company is a Canadian-based corporation operating in the US functional food and natural 
health products market  with  a  focus  on  custom  formulated  hemp  oil  extracts  and  hemp  oil  
infused  beverages  and nutraceuticals.  The Company’s current focus is on the sale of hemp 
extracts for wholesale brokerage and for use in our proprietary hemp oil infused consumer 
branded formulation.  The Company plans to begin selling hemp oil infused beverages and 
nutraceuticals into retail markets across the US under the “Phivida” brand name and are currently 
in commercial production and sale of our wholesale hemp oil products. 
 
Each of our three subsidiaries represents a unique division of our business, with separate yet 
complementary product lines.  Our wholesale hemp extracts are currently manufactured and 
sold through Phivida Organics as the operating company, but we are planning for our Phivida 
Nutrition and Phivida Enhanced product lines to be manufactured and sold through the Phivida 
Holdings parent company as the operating entity.  Our Phivida Organics business consists of 
acting as a wholesale commodity broker of hemp oil extracts, and our Phivida Organics 
products are currently available for purchase.   One of our subsidiaries, Phivida Nutrition, owns 
and licenses to us the formulas for several product lines of custom blended hemp oil infused 
functional beverages. One of our subsidiaries, Phivida Enhanced, owns and licenses to us the 
formulas for several product lines of custom blended hemp oil infused nutraceutical 
formulations.  We intend that both our Phivida Nutrition and Phivida Enhanced products will be 
produced and marketed through Phivida Holdings; however, at this time, neither our Phivida 
Nutrition nor our Phivida Enhanced products are currently being manufactured and are not 
available for purchase. 
 
Our products are aimed at the mass consumer preventative health and wellness markets, the 
professional alternative healthcare markets and clinician markets. Management believes the 
emergence of phytocannabinoid based functional foods and natural health products will have a 
significant impact on the global pain management market and represents a significant commercial 
opportunity for us. 
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OUR PRODUCTS 
 
We produce premium wholesale hemp oil products and intend to begin producing specialty 
functional natural health products made with organic hemp extracts.  Naturally occurring 
cannabinoids found in hemp (such as cannabidiol and other non-psychotropic cannabinoids and 
terpenes) are phytochemicals widely studied to be therapeutic for their anti-inflammatory and 
anti-oxidant properties.1 Cannabinoid-rich hemp oils are sought after for a range of consumer 
product categories, such as pharmaceuticals, nutraceuticals, supplements, functional foods and 
beverages, topical ointments, and cosmetics, as alternatives for e-juice and vape pen products, 
and pet and animal supplements, among others. 
 
Phivida Organics 
 
Our principal product as of the date of this MD&A is hemp oil containing naturally occurring 
cannabinoids.  Sold by our subsidiary, Phivida Organics, in bulk, this product is a whole plant 
nutraceutical extract made using a supercritical CO2 fluid extraction process, which is a cold 
filtered manufacturing process used to refine the key constituents found in the hemp plant.  The 
resulting product can be used by manufacturers of consumer packaged goods, such as pet 
supplements, e-juice, topical ointments, cosmetics and pharmaceuticals. 
 
Phivida Nutrition 
 
Phivida Nutrition owns and licenses to Phivida Holdings a portfolio of custom formulated hemp 
oil infused beverages.   Our product formulations include a proprietary blend of nutraceuticals 
(vitamins, minerals, antioxidants, etc.) and infused with nanoencapsulated hemp oil extracts.   
Each formula also contains a proprietary blend of all-natural colours, flavours, and stability for 
heightened consumer marketability. 2 
 
Phivida Nutrition beverage formulations are ready for commercial production and Phivida 
Holdings intends to begin manufacturing the Phivida Nutrition products. 
 
Phivida Enhanced 
 
Phivida Enhanced owns and licenses to Phivida Holdings the formulas for two categories of 
phytocannabinoids-based nutraceuticals.  Phivida Enhanced products will be formulated from 
proprietary blends of botanical nutraceuticals and hemp oil extracts. Phivida Enhanced product 
formulas contain hemp oil extracts and proprietary blends of all-natural colours, flavours and 
appearance-enhancing ingredients. Certain products will also contain botanical based vitamins, 
minerals and anti-oxidants. 
 
Phivida Enhanced products are ready for commercial production and Phivida Holdings intends 
to begin manufacturing the Phivida Enhanced products.  
 
 
 
 
                                                     
1 

Robert, Zurier “Cannabinoids, inflammation, and fibrosis” (2016) 30:11 The FASEB journal 3682-
3689; Fitzcharles, MA. & W Hauser “Cannabinoids in the Management of Musculoskeletal or 
Rheumatic Diseases” (2016) 18: 76 Current Rheumatology Reports; Robert, Grundy “The 
therapeutic potential of the cannabinoids in neuroprotection” (2005) 11:10 Expert opinion on 
Investigational Drugs at 1365 – 1374; P, Mukhopadhyay, Rajesh M et al “Cannabinoid-2 receptor 
limits inflammation, oxidative/nitrosative stress, and cell death in nephropathy” (2010) 48:3 Free 
Radical Biology Medicine at 457 – 467 

 
2 For more information about product mix, see   https://phivida.com/pages/extracts. 
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MARKET 
 
Through a strategic mix of wholesale, consumer and clinical products and by way of a multi-
channel distribution model, we will be participating at the intersection of four separate channel 
markets.  Our range of  clinical and  consumer based  products  include participation in  the  (a)  
CBD-hemp oil  and  medical cannabis markets, (b) plant based nutraceuticals and Integrative 
Alternative Healthcare markets, (c) non-steroidal anti-inflammatory drug markets, and the (d) 
organic functional foods markets. 
 

DISTRIBUTION MODEL 
 
Several different distribution models are available for our products, which we intend to leverage at 
different stages in the development lifecycle of the Company to ensure maximum profitability and 
productivity.  In the initial stages, we will be focusing our distribution efforts on ecommerce 
direct-to-retail for both bulk hemp oil extract products and our packaged goods. 
 
As an initial launch strategy, we intend to target online bulls-eye consumer and clinical 
markets and regional niche distribution channels along the pacific US coastal states rather than 
mass market channel for a greater penetration and market share in established markets. Beyond 
ecommerce, we plan to focus distribution on a front office management system that will train and 
motivate field agents with established relationships in targeted channels for a focused, 
representative approach to retail.    We believe this approach is ideal for the hemp products 
market as it provides an opportunity to focus our marketing resources on educating targeted 
customers about the potential health benefits of CBD and other key ingredients in our products. 
 
We have identified five core channels along the pacific US distribution network, as follows: 
 
1.   Ecommerce and Web Affiliates: targeting online consumers; 
2.   Dispensaries & Vape Shops; 
3.   Integrated Health – Naturopathy Clinics & Retail 
4.   Natural and Specialty Grocery; and 
5.   Mass Marketing.  
 
Highlights 
 

 On October 26, 2016, 14,951 common shares were issued to a former director of the 
Company for consulting services, at a fair value of $0.25 per common share. 
 

 On October 26, 2016, 72,000 common shares were issued to a director and the VP Finance 
of the Company for consulting services, at a fair value of $0.25 per common share. 
 

 On November 1, 2016, 72,000 common shares were issued to a director of the Company 
for consulting services, at a fair value of $0.25 per common share. 

 
 The Company encountered a cash flow shortfall due to: (i) investing in its brand; and (ii) 

late collections from its receivables.    As  a  result,  the  Company  required  funds  to  
continue  operations  and  pursuant  to  a  subscription agreement dated December 9, 
2016, the Company issued 3,750,000 units of the Company at $0.02 per unit. Each unit 
consists of one common share and ½ share purchase warrant. Each whole warrant is 
exercisable at $0.05 per common share for a period of 36 months from the date of issuance 
of the units. The fair value of the warrants was determined to be $403,825 calculated using 
the Black-Scholes Option Pricing Model and was expensed in profit or loss as finance fee. 
The fair market value of the common shares was determined to be $0.25. The difference 
between the proceeds received of $75,000 and the fair value of the shares issued of 
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$937,500, being $862,500, was expensed in profit or loss as finance fee. In connection 
with the unit offering, each shareholder entered into a call option agreement with the 
Company whereby the Company had the option to purchase all of the units from the 
shareholders in the event that none of the set milestone events were reached by December 
9, 2017 (milestones were set out within the call option agreements). The call option 
agreements were terminated as a milestone event was reached prior to the December 9, 
2017 deadline. 

  
 On December 30, 2016, the Company entered into a debt conversion agreement with a 

the VP of Business Development of the Company. On January 6, 2017, the Company 
issued 450,000 common shares at a price of $0.20 per common share to settle a debt of 
$90,000. 
 

 On February 14, 2017, the Company closed a private placement of 6,150,000 shares 
issued at $0.20 per share for gross proceeds of $1,230,000. Cash finders’ fees of $36,000 
were incurred in connection with the private placement. 

 
 On April 30, 2017, the Company entered into a debt conversion agreement with a director 

and the VP Finance of the Company. The Company issued 189,000 common shares at a 
price of $0.20 per common share to settle debt of $37,800. 

 
 On May 5, 2017, the Company granted an aggregate of 3,700,000 incentive stock options 

to various officers, directors and consultants. Each stock option is exercisable by the holder 
thereof to purchase one common share at a price of $0.20 per share until May 5, 2022, 
subject to earlier termination in accordance with the terms of the Company’s stock option 
plan, as approved by the Board (the “Stock Option Plan”). The options are subject to a 
vesting schedule whereby 25% of the options vest 3 months after the date of grant, 25% 
vest 6 months after the date of grant, 25% vest 9 months after the date of grant and 25% 
vest 12 months after the date of grant. 
 
The Stock Option Plan is designed for selected employees, officers, directors, consultants 
and contractors, of the Company to incentivize such individuals to contribute toward the 
Company’s long term goals, and to encourage such individuals to acquire common shares 
as long-term investments. The Stock Option Plan is administered by the Board and 
authorizes the issuance of stock options not to exceed a total of 15% of the number of 
common shares issued and outstanding from time to time. 
 

 On December 18, 2017, the Company granted an aggregate of 1,460,000 incentive stock 
options to various officers, directors and consultants. Each stock option is exercisable by 
the holder thereof to purchase one common share at a price of $0.40 per share until 
December 18, 2022, subject to earlier termination in accordance with the terms of the Stock 
Option Plan. The options are subject to a vesting schedule whereby 25% of the options 
vest 3 months after the date of grant, 25% vest 6 months after the date of grant, 25% vest 
9 months after the date of grant and 25% vest 12 months after the date of grant. 
 

 On December 18, 2017, the Company completed its initial public offering (the "Offering") 
and its common shares commenced trading on the Canadian Securities Exchange (the 
"CSE") on December 19, 2017 under the ticker symbol "VIDA". 
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Pursuant to the Offering, Phivida issued 14,375,000 units (the "Units"), including the full 
over-allotment option, with each Unit comprising one common share (each, a "Common 
Share") and one-half of one Common Share purchase warrant (each whole warrant, a 
"Warrant") at a price of $0.40 per Unit for gross proceeds of $5,750,000. 
 
Each Warrant is exercisable at a price of $0.75 per Common Share for a period ending 24 
months from the closing date of the Offering, subject to accelerated expiry by the Company 
upon 20 days' notice in the event the Common Shares trade at a price equal to or greater 
than $1.00 for a period of 20 consecutive trading days. 
 
Canaccord Genuity Corp., as lead agent, together with Mackie Research Capital 
Corporation and Haywood Securities Inc. (collectively, the "Agents") acted as the 
Company's agents in connection with the Offering. Phivida recognizes Liberty North Capital 
and Hillcrest Capital Partners for their significant contributions as corporate advisors. 
Pursuant to the Offering, the Agents received a cash commission equal to 7% of the gross 
proceeds of the Offering, other than in respect of presidents list purchasers which was 
3.5%, a corporate finance fee of $75,000 and 187,500 Common Shares, and 832,563 
compensation options at a price of $0.40 per share for a period of 24 months from the 
closing date. 
  

 On December 19, 2017, Phivida has appointed a Clinical Advisory Team comprised of 
leading health care practitioners and researchers from the United States and Canada.  The 
Phivida Clinical Advisory Team are: (i) Dr. Sunil Pai, MD; (ii) Dr. Joost Luecker, PhD; (iii) 
Dr. Chris D. Meletis, ND; and (iv) Dr. Brian Martin, ND. 
 

 On December 22, 2017, Phivida reported the official launch of its clinical grade cannabidiol 
products in to the USA clinical market under the brand name Vida+. The launch of Vida+ 
CBD is coincided with a national clinical education campaign focused on providing the US 
alternative health care community with validated data on effective cannabinoid therapies. 
 

 On December 28, 2017, Phivida has appointed veteran food and beverage executive Mr. 
Jon David Silverman as the Chairman of the Phivida Advisory Board. 
 

 On December 29, 2017, Phivida reported that Phivida Organics has entered into a product 
formulation and wholesale supply agreement with Artelo Biosciences, Inc. ("Artelo", 
OTCBB: ARTL). The purpose of this supply and formulation agreement is to provide 
pharmaceutical grade cannabidiol (CBD) isolate for research at a prestigious University 
based in the United Kingdom, sponsored by Artelo. 
 
The Artelo supply agreement names Phivida as a qualified and preferred supplier for cGMP 
certified active pharmaceutical ingredient (API) grade hemp oil derived CBD isolate for 
Artelo funded studies. Key terms include mandatory prequalification testing of every batch 
and lot, verified by a third-party ISO/IEC 17025 certified and cannabinoid testing accredited 
laboratory using cutting edge High-Performance Liquid Chromatography (HPLC) analysis 
technology. Each batch and lot test must produce a Certificate of Analysis (COA) which 
thoroughly validates product quality (i.e. phytocannabinoids potency and terpenes profile) 
and safety (i.e. microbiological, residual solvents, pesticides and heavy metal analysis) 
characteristics. 
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In addition to pharmaceutical grade isolates, Phivida provides access to a range of 
premium CBD bulk products derived from certified organic hemp. As a mandatory internal 
QA/QC standard, Phivida hemp derived products processed at cGMP certified processing 
facilities using cutting edge super critical Co2 extraction processing technologies. Beyond 
isolates, wholesale products include; hot and cold filtered full spectrum CBD Hemp Oil with 
a rich profile of phytocannabinoids and terpenes (while maintaining <0.3% THC), as well 
as its flagship nanoencapsulated Hemp Oil extracts and isolates, for enhanced delivery 
and uptake potential as well as water solubility (used in Phivida branded clinical and 
consumer beverage products). 

 
 On January 2, 2018, Phivida announced that it has entered into a distribution agreement 

with GreenReef Distributing Inc. to distribute its products across the State of California.  
With more than 15 sales staff across the state of California, Green Reef's mission is to 
become the state's top shelf wholesale distribution, sales and marketing company 
representing the highest quality products available for the cannabis industry by building a 
comprehensive distribution and brand management service company.  

 

 On January 3, 2018, Phivida announced the launch of its flagship line of high performance 
Nano-CBD™ (nanoencapsulated-cannabidiol) infused beverages into the US athletic and 
sports medicine market. 
 

 On January 5, 2018, Phivida announced that it has entered into a product distribution 
agreement with Asayake Inc. to sell its cannabidiol products across Japan. 
 

 On January 9, 2018, Phivida announced that it is confident that the hemp industry would 
be unaffected by the US Attorney General's recent reversal of the Cole Memorandum. 
 

 On January 10, 2018, Phivida announced that it has entered into a brand licensing 
agreement with Nova Paths, LLC ("Nova Paths") to license Phivida's proprietary 
cannabidiol infused functional foods, beverages and clinical formulas. Nova Paths LLC is 
a manufacturing facility located in Portland, Oregon USA and is OLCC state licensed for 
the distribution of cannabinoid infused retail products. 
 
Key terms of the agreement include a non-exclusive license of Phivida's proprietary 
formulas and trademarks for manufacturing and distribution within the state of Oregon. In 
exchange, Nova Paths will provide Phivida with a brand licensing unit fee due on every unit 
sold within the OLCC marketplace. Next steps in the process of launching Phivida branded 
CBD products through the Nova Paths licensing agreement is to adjust Phivida's product 
labels for Oregon state compliance and to submit these adjusted labels to the OLCC for 
approval. 
 

 On January 11, 2018, Phivida and Namaste Technologies Inc. ("Namaste"), announced 
that it has signed a Global Digital Reseller-Supply Agreement.  As key terms in the 
agreement, Namaste has been approved as the preferred global online retailer and digital 
affiliate marketing partner for Phivida's product line of premium hemp-derived Cannabidiol 
infused functional beverages and clinical heath products. The agreement includes a global 
online territory, targeting the launch in Germany and Australia (the "Territories"). 
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Terms of the Agreement 
 
- Namaste has exclusive rights for online retail of Phivida's products in the Territories; 

 
- The Agreement is valid for a 24-month period; 

 
- The Agreement payment terms are net 30 days; 

 
- Namaste shall be responsible for delivery costs; 

 
- Namaste will under no circumstance retail PHIVIDA products for a price that is less 

than the regular retail price at which the products are advertised on PHIVIDA's website; 
 

- The Agreement states that all online product marketing expenses within the Territories 
will be shared equally between PHIVIDA and Namaste; and 

 
- The Agreement is subject to obtaining a legal opinion from a designated legal firm, 

agreed to by both parties. 
 
This Agreement represents a pilot project between both companies whereby Namaste will 
distribute Phivida's proprietary cannabidiol beverages and infused products within the 
designated territories. Both companies intend on further expanding distribution through 
other markets where Namaste maintains significant market share. 
 

 On January 16, 2018, Phivida announced the global launch of the latest CBD product 
innovation; Nano-CBD™ Iced Teas for gut health. 
 

 On January 17, 2018, Phivida reported the activation of a brand licensing agreement with 
Dynamic Processors LLC to manufacture and distribute Phivida and Vida+ products to 
Washington state's regulated cannabinoid retailers. 
 
As a key term of the agreement Dynamic Processors will license and manufacture Phivida 
branded products and proprietary formulations. Manufacturing will take place in a former 
cGMP certified and food- grade FDA-certified processing facility with a long history of 
manufacturing and marketing nutraceutical products to major retail pharmacy banners such 
as Rexall and CVS Pharmacy. The Dynamic Processing facility is licensed by the 
Washington State Liquor and Cannabis Board to manufacture both recreational and 
medicinal products, and has already established a reputation in Washington for 
manufacturing top quality cannabinoid brands. 

 
The Company intends to use the proceeds from the Offering to begin full-scale manufacturing, 
marketing and distribution of Phivida Nutrition and Phivida Enhanced products. Phivida Nutrition 
products will consist of custom formulated hemp oil infused beverages that include a proprietary 
blend of nutraceuticals and infused with nanoencapsulated hemp oil extracts. Phivida Enhanced 
products will be marketed under the Vida+ brand name as functional foods and supplement 
nutraceuticals and capture a leadership share of the US CBD hemp oil market. 
 
As at September 30, 2017, the Company had assets of $850,035 and a net equity position of 
$717,167. This compares with assets of $280,879 and a net equity position of $122,325 at 
September 30, 2016. The Company had $132,868 of liabilities and no long term debt (September 
30, 2016 – $158,554 of liabilities and no long term debt). The Company had a gross margin of 
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$7,504 and operating expenses of $2,433,889 during the year ended September 30, 2017 (year 
ended September 30, 2016 – gross margin of $193,536 and operating expenses of $1,173,985).  
 
Phivida is at an early stage of purchasing, packaging and selling holistic hemp infused remedies 
and, as is common with many start-up companies, it raises financing for its initial sales activities. 
At September 30, 2017, the Company had working capital of $717,167, compared to $122,325 at 
September 30, 2016, an increase of $594,842, or approximately 486%. The Company had cash of 
$749,964 at September 30, 2017, compared to $56,737 at September 30, 2016, an increase of 
$693,227, or approximately 122%.  The increase in working capital and cash was attributable to 
the Company’s private placement that closed on February 14, 2017 for gross proceeds of 
$1,230,000 offset by the Company’s operating costs which support its operations.    
 
Management, in its normal course of operations, reviews funding opportunities as they arise, to 
meet the Company's cash flow requirements and support increased sales. 
 
Market Outlook and Trends  
 
Through a strategic mix of wholesale, consumer and clinical products and by way of a multi-channel 
distribution model, we will be participating at the intersection of four separate channel markets, all 
of which have experienced recent growth.  The following section provides an overview of recent 
secondary research from a cross section of markets in which we, and our wholly owned 
subsidiaries, will be participating.  Our range of clinical and consumer based products include 
participation in the (a) CBD-hemp oil and medical cannabis markets; (b) plant based nutraceuticals 
and Integrative Alternative Healthcare markets; (c) non-steroidal anti-inflammatory drug markets; 
and (d) organic functional foods markets.  
 
Wholesale Market 
 
Phivida Organics products offer hemp oil extract for wholesale to manufacturers of consumer 
packaged goods. Phivida Organics selects wholesale customers who operate in categories which 
are not directly competitive to the other Phivida Holdings Inc. business lines. By nature the Phivida 
Organics wholesale business is 100% dependent on wholesale customers having the ability to 
resell their finished retail CBD products.  
 
Hemp Business Journal estimates the total retail value of hemp products sold in the US in 2016 to 
be at least $688 million USD, driven in part by the emergence of hemp CBD—a category growing 
at 53% annual growth rate.  Hemp Business Journal estimates $130 million USD in hemp industry 
sales is from the hemp CBD category, nearly 20% of the total market.  This category is being driven 
by channel sales in the natural products industry, smoke shops and online verticals, with 
pharmaceutical players quickly moving into position to capture market share.  According to Hemp 
Business Journal, SPINS, the leading market research firm for natural products, tracked $2.47 
million USD for products with CBD listed as the primary ingredient in 2016.  Hemp Business 
Journal’s data demonstrates the hemp industry is growing with a 22% CAGR, and they estimate 
that the hemp industry will grow to $1.8 billion USD in sales by 2020, led by food, body care, and 
CBD-based products.1  
 

                                                 
1 See https://votehemp.com/PR/PDF/4-14 17%20VH%20Hemp%20Market%20Data%202016%20-%20FINAL.pdf  
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Patient Conversion: Medicinal Cannabis to Hemp Oil  
 
Phivida products provide state registered medicinal cannabis patients with an alternative source to 
non-psychotropic phytocannabinoids through the licensing of its clinical and consumer product 
brands. The US medical cannabis market is a rapidly growing market, with estimated retail 
cannabis sales rising from an estimated $2.2-$2.6 billion USD in 2014 to $7.4-8.2 billion USD in 
2018.2  A 2016 Bloomberg report predicted the US cannabis market to reach $50 billion USD by 
2026.3  

 
Numerous US states have enacted some variation of hemp oil extract regulations, such as 
Colorado4, Washington5 and Oregon6.  As a wholesale commodity, management believes there 
may be a potential for cannabinoid-rich hemp oil to reach bulk market sales such as the beer, wine 
and spirits sector, pet and equine supplements, and cosmetics / personal care.  The four largest 
medical hemp oil markets in the US, and where we intend to focus our brand licensing efforts, 
distribution and sales efforts initially, are Oregon, Washington and Colorado, with an 89% market 
share as illustrated in the following graphs.7  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
2 See https://mjbizdaily.com/new-forecast-u-s-medical-marijuana-and-recreational-cannabis-sales-to-hit-8-billion-by-
2018/?nomobile=1  
3 See https://www.bloomberg.com/news/articles/2016-09-12/cannabis-industry-to-expand-to-50-billion-by- 
2026-analysts-say  
4 See https://www.colorado.gov/pacific/agplants/industrial-hemp 
5 See https://agr.wa.gov/Inspection/Hemp 
6 See http://www.oregon.gov/ODA/programs/MarketAccess/MACertification/Pages/Hemp.aspx 
7 See https://mjbizdaily.com/wp-content/uploads/2016/03/Factbook2016ExecutiveSummary.pdf; 
https://www.huffingtonpost.ca/entry/marijuana-industry-fastest-growing_n_6540166 
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Natural Products Market  
 
Phivida Enhanced products will offer a unique mix of clinical-grade botanical-enhanced 
nutraceutical products, and target the natural health product market. The major growth drivers to 
these markets are increased life expectancy in an aging population, an increase in health conscious 
consumer awareness, the high cost of healthcare, and innovation and disruption in biotechnology 
and pharmacology through ongoing research and development.8   
 
The autoimmune and inflammatory diseases treatment market was valued at $40.9 billion USD in 
2015 and is expected to reach $52.5 billion USD by 2022, expanding at a CAGR of 3.53%.9  In the 
US, non-steroidal anti-inflammatory drugs are prescribed over 100 million times per year and are 
a $12 billion USD market: Ibuprofen sales are valued at $4 billion and Naproxen sales at $0.9 billion 
USD.10  Natural alternatives to these drugs are experiencing significant growth as well; for example, 
curcumin, the active ingredient in turmeric is believed to have anti-inflammatory, antioxidant and 
perhaps even anti-cancer properties, was projected to be one of the top 10 bestselling supplements 
as of 2016.11   
 
Phivida Enhanced nutraceutical products, once in commercial production, will be targeted in part 
towards the integrated health care practitioner market.   
 

                                                 
8 Frost and Sullivan: Global Nutraceutical Industry: Investing in Harvesting Living (2009) For more, see p. 16, 27 and 44. 
See www.frost.com/prod/servlet/cio/236145272 
9 Credence Research Ltd., “Autoimmune Diseases Treatment Market By Type (Chemical-based Drugs, Biological Drugs) – 
Growth, Share, Opportunities & Competitive Analysis, 2016 – 2022”. See 
http://www.credenceresearch.com/report/autoimmune-diseases-treatment-market  
10  Nutraceuticals World, “Getting Ahead of the Curve: Turmeric & Curcumin”. See 
http://www.nutraceuticalsworld.com/issues/2014-03/view_trendsense/getting-ahead-of-the-curve-turmeric-curcumin  
11 http://www.nutraceuticalsworld.com/issues/2014-03/view_trendsense/getting-ahead-of-the-curve-turmeric-
curcumin#sthash.xhlmPiJw.dpuf  
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Organic Functional Foods  
 
Phivida Nutrition products, being hemp oil infused functional and organic edibles, will fall into the 
organic functional food market.  Within the organic foods category, beverages have grown 225% 
from a $4 billion USD market to a $14 billion USD market since 2004.12 
 
As the organic functional beverage market shows significant growth trends, we believe the Phivida 
Nutrition formulas will be well-positioned to capture a share of this growth market.  
 
As illustrated in the graph below, within the greater global organic food category, the subcategory 
of functional (or health and wellness based) beverages have experienced significant growth from 
2006 to 2016.13  We believe that Phivida Nutrition’s products will be well positioned to leverage this 
recent rise in the functional beverage market. 
 

 
 

Further, the global natural health and wellness market has grown by over 66% in the past decade, 
and is expected to scale from a $675 billion USD market in 2008 to over $1 trillion USD by the end 
of 2017, as illustrated in the following graph.14  
 

                                                 
12  USDA, “Economic Research Service Using Data from Nutrition Business Journal”,2013 See 
https://www.ers.usda.gov/topics/natural-resources-environment/organic-agriculture/organic-market-overview 
13 Health and Wellness Versus Non-Health and Wellness Packaged Food and Beverages, Retail Sales 2002-2017 See 
http://blog.euromonitor.com/2012/11/health-and-wellness-the-trillion-dollar-industry-in-2017-key-research-highlights.html   
14 See http://blog.euromonitor.com/2012/11/health-and-wellness-the-trillion-dollar-industry-in-2017-key-research-
highlights.html   
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We have sought to identify what we believe to be the most significant risks to our business, but we 
cannot predict whether, or to what extent, any of such risks may be realized nor can we guarantee 
that we have identified all possible risks that might arise. Investors should carefully consider all of 
such risk factors before making an investment decision with respect to our common shares.   

See “Risk Factors” below. 
 
Overall Objectives 
 
See “Liquidity and Capital Resources” below and “Risk Factors” below. 
 
Selected Annual Financial Information 

The following is selected financial data derived from the audited consolidated financial statements 
of the Company as at September 30, 2017, 2016 and 2015 and for the years ended September 30, 
2017 and 2016 and the period from incorporation on April 24, 2015 to September 30, 2015. 
 

Description 
 

Year Ended 
September 30, 

2017 
$ 

Year Ended 
September 30, 

2016 
$ 

Period Ended 
September 30, 

2015 
$ 

Total revenues 8,827 335,269 nil 

Total loss (2,394,448) (1,014,356) (135,423) 

Net loss per common share – basic and diluted (0.101) (0.069) (0.015) 
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Description 
 

As at 
September 30, 

2017 
$ 

As at 
September 30, 

2016 
$ 

As at 
September 30, 

2015 
$ 

Total assets 850,035 280,879 238,182 

Total non-current financial liabilities nil nil nil 

Distribution or cash dividends nil nil nil 

    

 
For the year ended September 30, 2017 and 2016, Phivida Organics recorded total gross sales 
revenue of $8,827 and $335,269, respectively. 100% of these sales are attributed to wholesale 
brokerage of custom blended hemp oil extracts sold in bulk quantities. Each of these bulk orders 
were custom formulated on behalf of customers for unique blends tailored to the needs of their 
product specifications.  The 2016 growth of revenue was primarily driven by the fact that sales 
activity commenced during the quarter ended March 31, 2016.  Negligible sales activity occurred 
during the year ended September 30, 2017 as the Company distributed its Phivida Nutrition and 
Phivida Enhanced products to its potential customers for free to develop brand recognition.  No 
sales activity occurred during the period ended September 30, 2015. 
 
Operating expenses included in profit and loss include advertising, bad debts, consulting fees, 
corporate development, donation, dues and memberships, finance fee, finders’ fees, interest and 
bank fees, insurance, inventory expensed, office expenses, professional fees, share-based 
compensation and travel expenses. The increase in operating expenses was primarily driven by (i) 
higher support costs for the Company’s operations, (ii) finance and finders’ fees and (iii) sales 
activity commenced during the quarter ended March 31, 2016. The Company expects to incur net 
losses until sales increase.   
 
Off-Balance-Sheet Arrangements  

As of the date of this MD&A, the Company does not have any off-balance-sheet arrangements that 
have, or are reasonably likely to have, a current or future effect on the financial performance or 
financial condition of the Company, including, and without limitation, such considerations as liquidity 
and capital resources. 
 
Proposed Transactions 
 
There are no proposed transactions of a material nature being considered by the Company at the 
date of this MD&A.  

Disclosure of Internal Controls 
 
Management has established processes to provide them with sufficient knowledge to support  
representations that they have exercised reasonable diligence to ensure that (i) the financial 
statements do not contain any untrue statement of material fact or omit to state a material fact 
required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it is made, as of the date of and for the periods presented by the  
financial statements; and (ii) the financial statements fairly present in all material respects the 
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financial condition, financial performance and cash flows of the Company, as of the date of and for 
the periods presented. 
 
In contrast to the certificate required for non-venture issuers under National Instrument 52-109 
Certification of Disclosure in Issuers’ Annual and Interim Filings (“NI 52-109”), the Venture Issuer 
Basic Certificate filed by the Company does not include representations relating to the 
establishment and maintenance of disclosure controls and procedures (“DC&P”) and internal 
control over financial reporting (“ICFR”), as defined in NI 52-109. In particular, the certifying officers 
filing such certificate are not making any representations relating to the establishment and 
maintenance of: 
 

(i) controls and other procedures designed to provide reasonable assurance that 
information required to be disclosed by the issuer in its annual filings, interim filings or 
other reports filed or submitted under securities legislation is recorded, processed, 
summarized and reported within the time periods specified in securities legislation; and  

 
(ii) a process to provide reasonable assurance regarding the reliability of financial 

reporting and the preparation of  financial statements for external purposes in 
accordance with the issuer’s generally accepted accounting principles (IFRS). 

 
The Company’s certifying officers are responsible for ensuring that processes are in place to 
provide them with sufficient knowledge to support the representations they are making in such 
certificate. Investors should be aware that inherent limitations on the ability of certifying officers of 
a venture issuer to design and implement on a cost effective basis DC&P and ICFR as defined in 
NI 52-109 may result in additional risks to the quality, reliability, transparency and timeliness of 
interim and annual filings and other reports provided under securities legislation. 
 
Summary of Quarterly Information 

 

Three Months Ended 
 

Total 
Revenue 

$ 

Profit or Loss 

Total 
$ 

Basic and 
Diluted 

Loss Per 
Share 
$ (3(i)) 

September 30, 2017 8,827 (1) (590,299) (3(a)) (0.02) 

June 30, 2017 nil (1) (288,927) (3(b)) (0.01) 

March 31, 2017 nil (1) (105,569) (3(c)) (0.00) 

December 31, 2016 nil (1) (1,409,653) (3(d)) (0.07) 

September 30, 2016  40,382 (2)         (183,558) (3(e)) (0.01) 

June 30, 2016 157,196(2)         (35,012) (3(f)) (0.00) 

March 31, 2016 137,691(2) (761,847) (3(g)) (0.04) 

December 31, 2015 nil (33,939) (3(h)) (0.00)  
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Notes: 
 

(1) No sales activity occurred during the three months ended December 31, 2016, March 31, 2017, 
and June 30, 2017.  Negligible sales activity occurred during the three months ended 
September 30, 2017 as the Company distributed its Phivida Nutrition and Phivida Enhanced 
products to its potential customers for free to develop brand recognition.   
 

(2) For the three months ended September 30, 2016, June 30, 2016 and March 31, 2016, Phivida 
Organics recorded total gross sales revenue of $40,382, $157,196 and $137,691.  100% of 
these sales are attributed to wholesale brokerage of custom blended hemp oil extracts sold in 
bulk quantities. Each of these bulk orders were custom formulated on behalf of customers for 
unique blends tailored to the needs of their product specifications.  The growth of revenue 
fluctuated based on the orders received.  Orders commenced during the quarter ended March 
31, 2016. 

 
(3) Operating expenses included in profit and loss include advertising, bad debts, consulting fees, 

corporate development, donation, dues and memberships, finance fee, finders’ fees, interest 
and bank fees, insurance, inventory expensed, office expenses, professional fees, share-
based compensation and travel expenses. The fluctuations in operating expenses was 
primarily driven by (i) higher support costs for the Company’s operations, (ii) finance and finders’ 
fees and (iii) sales activity commenced during the quarter ended March 31, 2016. The 
Company expects to incur net losses until sales increase.  As a result of its activities, the 
Company continues to incur net losses as outlined below. 

 
(a) Phivida’s net loss totaled $590,299 for the three months ended September 30, 2017. 

Expenses increased to $598,818 for the three months ended September 30, 2017 
(three months ended September 30, 2016 - $188,570). The increase was primarily due 
to share-based compensation and professional fees. Share-based compensation 
expense will vary from period to period depending upon the number of options granted 
and vested during a period and the fair value of the options calculated as at the grant 
date. Share-based compensation expense increased by $240,384 due to 3,700,000 
options granted during the three months ended June 30, 2017 which began to vest in 
the September 2017 quarter as compared to nil in the comparative period.  In addition, 
professional fees increased by $38,541 due to the Company’s higher corporate activity 
requiring legal services.  The remaining expenses increased by $131,323 due to higher 
support costs for Phivida’s business. 
 

(b) Phivida’s net loss totaled $288,927 for the three months ended June 30, 2017. 
Expenses increased to $295,820 for the three months ended June 30, 2017 (three 
months ended June 30, 2016 - $104,312). The increase was primarily due to share-
based compensation and professional fees. Share-based compensation expense will 
vary from period to period depending upon the number of options granted and vested 
during a period and the fair value of the options calculated as at the grant date. Share-
based compensation expense increased by $95,391 due to 3,700,000 options granted 
during the three months ended June 30, 2017 as compared to nil in the comparative 
period.  In addition, professional fees increased by $35,204 due to higher support costs 
for Phivida’s business. 
 

(c) Phivida’s net loss totaled $105,569 for the three months ended March 31, 2017.  
Expenses decreased to $132,016 for the three months ended March 31, 2017 (three 
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months ended March 31, 2016 - $849,549). The decrease was primarily due to the 
$625,000 of non-cash finders’ fees arising from issuing 2,500,000 common shares at 
$0.25 per common share during the three months ended March 31, 2016.  No shares 
for finders’ fees were issued during the three months ended March 31, 2017.  In 
addition, consulting fees decreased by $105,903 due to reduced corporate 
development projects and less billable hours from management.  
 

(d) Phivida’s net loss totaled $1,409,653 for the three months ended December 31, 2016.  
Expenses increased to $1,408,558 for the three months ended March 31, 2017 (three 
months ended December 31, 2015 - $31,554). The increase was primarily due to the 
following: 

 
 The Company encountered a cash flow shortfall due to: (i) investing in its 

brand; and (ii) late collections from its receivables. As a result, the Company 
required funds to continue operations and pursuant to a subscription 
agreement dated December 15, 2016, the Company issued 3,750,000 units of 
the Company at $0.02 per unit. Each unit consists of one common share and 
½ share purchase warrant. Each whole warrant is exercisable at $0.05 per 
common share for a period of 36 months from the date of issuance of the units. 
The fair value of the warrants was determined to be $403,825 calculated using 
the Black-Scholes Option Pricing Model and was expensed in profit or loss as 
financing expense. The fair market value of the common shares was 
determined to be $0.25. The difference between the proceeds received of 
$75,000 and the fair value of the shares issued of $937,500, being $862,500, 
was expensed in profit or loss as financing expense. In connection with the 
unit offering, each shareholder entered into a call option agreement with the 
Company whereby the Company had the option to purchase all of the units 
from the shareholders in the event that none of the set milestone events were 
reached by December 9, 2017 (milestones were set out within the call option 
agreements). The call option agreements were terminated as a milestone 
event was reached prior to the December 9, 2017 deadline. 
 

 The remaining expenses increased by $110,679 due to higher support costs 
for Phivida’s business. 

 
(e) Net loss of $183,558 includes consulting fees of $167,700, cost of sales of $5,107 and 

office expenses of $6,302; 
 
(f) Net loss of $35,012 includes cost of sales of $86,513, consulting fees of $77,850 and 

corporate development of $7,048; 
 
(g) Net loss of $761,847 includes finders’ fees of $625,000, consulting fees of $164,025, 

cost of sales $50,113 and professional fees of $28,891; 
 
(h) Net loss of $33,939 includes professional fees of $11,992 and office expenses of 

$6,624; and 
 

(i) Per share amounts are rounded to the nearest cent, therefore aggregating quarterly 
amounts may not reconcile to year-to-date per share amounts. 
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Discussion of Operations 
 
Year ended September 30, 2017, compared with year ended September 30, 2016 
 
Phivida’s net loss totaled $2,394,448 for the year ended September 30, 2017, with basic and diluted 
loss per share of $0.101. This compares with a net loss of $1,014,356 with basic and diluted loss 
per share of $0.069 for the year ended September 30, 2016. The increase in net loss of $1,380,092 
was principally because: 

 
 During fiscal 2017, the Company's sales decreased by approximately 97%. The Company 

distributed its Phivida Nutrition and Phivida Enhanced products to its potential customers 
for free to develop brand recognition.  As at year end, this activity was coordinated with its 
sales team in conjunction with the closing of its Offering. Due to the quality of the 
Company’s hemp oil products, management believes that future sales will increase based 
on the Company’s objectives outlined in “Liquidity and Capital Resources” below. 
 

 During the year ended September 30, 2017, cost of goods sold of $1,323 (year ended 
September 30, 2016 - $141,733) included hemp oil of various potency.   
 

 Expenses increased to $2,433,889 for the year ended September 30, 2017 (year ended 
September 30, 2016 - $1,173,985). The increase was primarily due to the following: 
 

o Finance fee of $1,266,325 compared to $nil in the comparative period (refer to 
“Summary of Quarterly Information”, referenced to 3(d), above); 
 

o Share-based compensation of $335,775 compared to $nil in the comparative 
period (refer to “Summary of Quarterly Information”, referenced to 3(a)(b), above); 
and 

 
o Finders’ fee of $nil compared to $625,000 in the comparative period arising from 

issuing 2,500,000 common shares at $0.25 per common share.  
 

o The remaining expenses increased by $284,127 due to higher support costs for 
Phivida’s business. 

 
Three months ended September 30, 2017, compared with three months ended September 30, 
2016 
 
Phivida’s net loss totaled $590,299 for the three months ended September 30, 2017, with basic 
and diluted loss per share of $0.02. This compares with a net loss of $183,558 with basic and 
diluted loss per share of $0.01 for the three months ended September 30, 2016. The increase in 
net loss of $406,741 was principally because: 

 
 During Q4 2017, the Company's sales decreased by approximately 79%. The Company 

distributed its Phivida Nutrition and Phivida Enhanced products to its potential customers 
for free to develop brand recognition.  As at year end, this activity was coordinated with its 
sales team in conjunction with the closing of its Offering. Due to the quality of the 
Company’s hemp oil products, management believes that future sales will increase based 
on the Company’s objectives outlined in “Liquidity and Capital Resources” below. 
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 During the three months ended September 30, 2017, cost of goods sold of $1,323 (three 
months ended September 30, 2016 - $5,107) included bulk hemp oil. 
 

 Expenses increased in Q4 2017 primarily due to share-based compensation and 
professional fees. Share-based compensation expense will vary from period to period 
depending upon the number of options granted and vested during a period and the fair 
value of the options calculated as at the grant date. Share-based compensation expense 
increased by $240,384 due to 3,700,000 options granted during the three months ended 
June 30, 2017 as compared to nil in the comparative period.  In addition, professional fees 
increased by $38,541 due to the Company’s higher corporate activity requiring legal 
services. The remaining expenses increased by $131,323 due to higher support costs for 
Phivida’s business. 

 
Liquidity and Capital Resources 
 
The activities of the Company are financed through the completion of equity transactions such as 
equity offerings to support its initial sales activities. There is no assurance that future equity capital 
will be available to the Company in the amounts or at the times desired by the Company or on 
terms that are acceptable to it, if at all. See “Risk Factors” below. 
 
The Company has minimal recurring operating revenues and therefore must utilize its current cash 
reserves, funds obtained from the issuance of share capital and other financing transactions to 
maintain its capacity to meet ongoing operating activities. As of September 30, 2017, the Company 
had 27,073,951 common shares issued and outstanding, 2,452,700 warrants outstanding that 
would raise $295,945 and 3,700,000 stock options outstanding that would raise $740,000, if 
exercised in full.  
  
Accounts payable and accrued liabilities decreased to $132,868 at September 30, 2017, compared 
to $158,554 at September 30, 2016, and consist of amounts that are to be payable in the normal 
course of operations. The Company has sufficient cash to pay these liabilities as at September 30, 
2017. 
 
The Company’s liquidity risk from financial instruments is minimal as excess cash is held in current 
bank accounts. 
 
The following describes our business objectives and milestones using our total funds available:  
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Business Objective Milestones 

Estimated 
Time 

Period 
Expected Plans 

($) 

Set up General Administrative platform 
Set up office(s), organize US 
Legal and Accounting, 
acquire Corporate Collateral 

3 - 6 
Months 

254,400

Implement Phivida products to be sold in the following 
identified locations: 40 Dispensaries, 20 Clinics, 10 
Grocery Stores (70 total stores) 

Launch digital brand 
marketing, and multimedia  
advertising and retail sales 
merchandising campaigns in 
major urban centers across 
the pacific USA coastal 
states 

12 -18 
Months 

1,006,650

Develop / create Phivida Enhanced 

product formulas brands / labels 
Determine packaging design 
and production details 

3 - 6 
Months 

210,750

Develop / create Phivida Nutrition product formulas 
brands / labels 

Determine packaging design 
and production details 

3 - 6 
Months 

224,600

Launch large scale manufacturing of Phivida Nutrition 
and Phivida Enhanced products for sale into USA 
pacific states  

Pilot Production Run – 
25,000 x 12 skus  

6 - 9 
Months 

2,462,493

Operations and Processing Centre   

Source and build out 
operational infrastructure 
with processing laboratory, 
offices and fulfillment center 

12 - 18 
Months 

1,500,000

Maintain reserve of operational cash flow 
Set up and maintain 
contingency account  

n/a 50,000

Complete clinical study to prove enhanced 
bioavailability of nanoencapsulated hemp oil  

Engage clinical resources to 
undertake PhiClinics Study – 
White paper  

12 - 18 
Months 

154,500

Total   5,863,393

 
In addition to the funds raised under the Offering, we had working capital of $717,167 as of 
September 30, 2017 acquired through equity financing.  We began generating revenue in the 
financial year ended September 30, 2016, during which we recorded gross revenues of $335,269.  
However, we have not yet reached profitability and we are currently dependent on financing to 
execute our business plan. 
 
See “Risk Factors” below and “Caution Regarding Forward-Looking Statements” above. 
 
  



Phivida Holdings Inc. 
Management’s Discussion & Analysis  
For the year ended September 30, 2017 
Discussion dated: January 22, 2018  

 

 
Page 22	

 
 

 

Management of Capital  
 
Capital is comprised of the Company’s shareholders’ equity and any debt that it may issue. The 
Company’s objectives when managing capital are to maintain financial strength and to protect its 
ability to meet its on-going liabilities, to continue as a going concern, to maintain creditworthiness 
and to maximize returns for shareholders over the long term. Protecting the ability to pay current 
and future liabilities includes, current financial strength rating requirements and internally 
determined capital guidelines and calculated risk management levels. 
 
The Company is not subject to any externally-imposed capital requirements. There was no change 
to the Company’s approach to capital management during the year ended September 30, 2017.  
 
Transactions with Related Parties  
 
Key management personnel 
 
Key management personnel include those persons having authority and responsibility for planning, 
directing and controlling the activities of the Company as a whole.  Except as disclosed elsewhere 
in this MD&A, the Company has determined that key management personnel consist of executive 
and non-executive members of the Company’s Board of Directors and corporate officers, excluding 
the Chief Financial Officer (“CFO”), for details of which are disclosed below. The cash remuneration 
of directors and other members of key management personnel were as follows: 
 

Salaries 

Year Ended 
September 30,  

2017 
($) 

Year Ended 
September 30, 

2016 
($) 

Professional fees – George Kovalyov, VP of Finance 14,554 21,411
Consulting fees (1) 213,176 297,761
Finders’ fees – cash (2) nil 15,225
Finders’ fees – warrants (3) nil 6,719
Commissions (included in cost of goods sold) - John David Belfontaine, Chief 
Executive Officer, (“CEO”) nil 4,154
 227,730 345,270

 
(1) Year Ended September 30, 2017 - John David Belfontaine, CEO - $132,376, George 

Kovalyov, VP of Finance - $73,500, Joost Luecker, a director and the Vice President of 
Research and Development for Phivida Organics - $6,000, and Brian Martin, a director and 
the Vice-President of Clinical Products for Phivida Organics - $1,300. 
 
Year Ended September 30, 2016 - John David Belfontaine, CEO - $59,063, Kyle Johnston, 
Director - $67,500, George Kovalyov, VP of Finance - $12,000, Joost Luecker, a director 
and the Vice President of Research and Development for Phivida Organics - $15,150, Ruth 
Shamai, Former Director - $65,298, and Sarah Holvik, Former Director - $78,750. 
 

(2) Year Ended September 30, 2016 - John David Belfontaine, CEO - $11,725, Kyle Johnston, 
Director - $700, and George Kovalyov, VP of Finance - $2,800. 
 



Phivida Holdings Inc. 
Management’s Discussion & Analysis  
For the year ended September 30, 2017 
Discussion dated: January 22, 2018  

 

 
Page 23	

 
 

 

(3) Year Ended September 30, 2016 - John David Belfontaine, CEO - $5,174, Kyle Johnston, 
Director - $309, and George Kovalyov, VP of Finance - $1,236. 

 
As at September 30, 2017, $52,028 (September 30, 2016 - $100,772) was payable to various 
directors of the Company. The amount is included in accounts payable and accrued liabilities and 
is non-interest bearing, unsecured and due on demand.  

 
 The $52,028 includes: John David Belfontaine, CEO - $12,480, George Kovalyov, VP of 

Finance - $32,754, Brian Martin, a director and the Vice-President of Clinical Products for 
Phivida Organics - $2,650, Marrelli Support Services Inc. (“Marrelli Support”) - $2,876 (refer 
to “Transactions with Related Parties” subsection “b”, below), and DSA Corporate Services 
Inc. ("DSA") - $1,268 (refer to “Transactions with Related Parties” subsection “c”, below).  
 

 The $100,772 includes: John David Belfontaine, CEO - $2,384, Kyle Johnston, Director - 
$67,500, George Kovalyov, VP of Finance - $12,000, Joost Luecker, a director and the 
Vice President of Research and Development for Phivida Organics - $15,150, and Ruth 
Shamai, Former Director - $3,738. 

 
As at September 30, 2017, $nil (September 30, 2016 - $19,688) was included in prepaid expenses 
for consulting fees provided by John David Belfontaine, CEO, which were paid in advance for which 
services had yet to be rendered.  
 
The non-cash remuneration of directors and other members of key management personnel were 
as follows: 
 

Stock-based compensation 

Year Ended 
September 30,  

2017 
($) 

Year Ended 
September 30, 

2016 
($) 

John David Belfontaine, CEO 54,450 nil
George Kovalyov, Director 18,150 nil
William Ciprick, Director 18,150 nil
James Bailey, Director 18,150 nil
Peter Simeon, Director 18,150 nil
Joost Luecker, a director and the Vice President of Research and Development 
for Phivida Organics 22,688 nil
Brian Martin, a director and the Vice-President of Clinical Products for Phivida 
Organics 18,150 nil
 167,888 nil

 
(b) During the year ended September 30, 2017, the Company paid consulting fees of $15,932 (year 
ended September 30, 2016 - $nil) to Marrelli Support, an organization of which Carmelo Marrelli is 
President. Mr. Marrelli is the CFO of the Company. These services were incurred in the normal 
course of operations for general accounting and financial reporting matters. As at September 30, 
2017, Marrelli Support is owed $2,876 (September 30, 2016 - $nil).  In addition, share-based 
compensation of $18,150 (year ended September 30, 2016 - $nil) can be attributed to Mr. Marrelli 
during the year ended September 30, 2017. 
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(c) During the year ended September 30, 2017, the Company paid professional fees of $7,568 
(year ended September 30, 2016 - $nil) to DSA, an organization of which Mr. Marrelli controls. Mr. 
Marrelli is also the corporate secretary and sole director of DSA. These services were incurred in 
the normal course of operations for corporate secretarial matters. All services were made on terms 
equivalent to those that prevail with arm's length transactions. As at September 30, 2017, DSA is 
owed $1,268 (September 30, 2016 - $nil). This amount was included in accounts payable and other 
liabilities and was unsecured, non-interest bearing and due within 30 days. 
 
(d) During the year ended September 30, 2017, the Company paid consulting fees of $22,500 to 
the VP of Business Development.    In addition, share-based compensation of $18,150 (year ended 
September 30, 2016 - $nil) can be attributed to the VP of Business Development for services 
rendered during the year ended September 30, 2017. 
 
(e) On  December  30,  2016,  the  Company  entered  into  a  debt  conversion  agreement  with  
the  VP  of  Business Development of the Company. On January 6, 2017, the Company issued 
450,000 common shares at a price of $0.20 per common share to settle a debt of $90,000. 
 
See “Common Control Transactions” below 
 
Outlook 
 
Although there can be no assurance that additional funding will be available to the Company, 
management is of the opinion that the hemp industry will be favourable, and hence it may be 
possible to obtain additional funding.  Note the Company completed its Offering on December 18, 
2017. 
 
Notwithstanding, the Company is mindful that the hemp industry could change with little or no 
warning.  Accordingly, its plans for the near term are to proceed with the Company’s business plan, 
to monitor market fundamentals, and to ensure that the Company is well positioned to weather any 
possible resurgence of a market downturn.  See “Risk Factors”. 

 
Common Control Transactions  
 
During the year ended September 30, 2016, the Company completed the acquisition of Phivida 
Enhanced and Phivida Nutrition by issuing 2,000,000 common shares per acquisition, valued at 
$0.005 per common share to related parties.     
 
There is currently no guidance in IFRS on the accounting treatment for combinations among entities 
under common control.    IAS 8 – Accounting policies, changes in accounting estimates and errors 
requires management, if there is no specifically applicable standard of interpretation, to develop a 
reliable policy that is relevant to the decision making needs of users. The Company has determined 
to apply the concept of continuity of interest basis of accounting for transactions under common 
control as detailed under United States generally accepted accounting principles (US GAAP). US 
GAAP requires an acquirer in a combination between entities or business under common control 
to recognize the assets acquired and liabilities assumed in the transaction at their carrying amounts 
in the accounts of the transferring entities at the date of transfer. 
 
At the date of transfer Phivida Enhanced and Phivida Nutrition had no assets or liabilities, 
accordingly the cost of acquisition, being $10,000 each, has been recorded to deficit. 
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Recent Accounting Pronouncements 

Certain pronouncements were issued by the IASB or the IFRS Interpretations Committee that are 
mandatory for the Company’s annual periods beginning on or after October 1, 2018 or later periods. 
The following are new standards, amendments and interpretations that have not been early 
adopted in these consolidated financial statements: 
 
IFRS 9 Financial Instruments: IFRS 9 replaces IAS 39 and simplifies the mixed measurement 
model and establishes two primary measurement categories for financial assets: amortized cost 
and fair value. The basis of classification depends on the entity’s business model and the 
contractual cash flow characteristics of the financial assets.   This standard is effective for annual 
periods beginning on or after January 1, 2018. 
 
IFRS 15 Revenue recognition: The IASB issued IFRS 15, Revenue from Contracts with Customers 
in May 2014. The new standard provides a comprehensive five-step revenue recognition model for 
all contracts with customers and requires management to exercise significant judgment and make 
estimates that affect revenue recognition.  IFRS 15 is effective for annual periods beginning on or 
after January 1, 2018, with earlier adoption permitted.  
 
IFRS 16 Leases: IFRS 16 replaces IAS 17 and requires lessees to account for leases on the 
statement of financial position by recognizing a right to use asset and lease liability.   The standard 
is effective for annual reports beginning on or after January 1, 2019, with earlier adoption permitted.  
 
The Company has not yet finalized its review of the potential impact on the consolidated financial 
statements of adopting these new standards. 
 
Financial Instruments 
 
Classification of financial instruments 
 
The Company’s financial instruments consist of cash, trade receivables, promissory note, and 
accounts payable and accrued liabilities. The Company designated its cash, trade receivables, and 
promissory note as loans and receivables, which are measured at amortized cost.  The accounts 
payable and accrued liabilities are designated as other financial liabilities, which are measured at 
amortized cost. 
 
The carrying value of cash, trade receivables, promissory note and accounts payable and accrued 
liabilities as at September 30, 2017 approximate their fair value due to their short term nature. 
    
Risk management 
  
The Company has exposure to the following risks from its use of financial instruments: credit risk, 
market risk and liquidity risk. Management, the Board of Directors and the Audit Committee monitor 
risk management activities and review the adequacy of such activities. 
 
Credit risk: 
 
Credit risk is the risk of potential loss to the Company if a customer or counter party to a financial 
instrument fails to meet its contractual obligations. The Company’s credit risk is limited to the 
carrying value of its financial instruments shown on the consolidated statement of financial position 
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and arises from the Company’s cash, which is held with high credit quality financial institutions, and 
trade receivables, which are due from customers. As at September 30, 2017, $27,204 of trade 
receivables are considered past due, an allowance has been made against $19,719 and the 
remaining $7,485 was collected subsequent to year end, the amounts due from two customers. 
 
Market risk: 
 
Market risk consists of currency risk, interest rate risk and other price risk.  
  

Interest rate risk: 
 
Interest rate risk is the risk that the fair values or future cash flows of a financial instrument 
with fluctuate because of changes in market interest rates.  The Company holds cash with 
banks in regular business accounts that do not bear interest at significant rates that would 
expose the Company to any significant risk. In addition, the Company had a loan to 
CoachellaGro Corp., a company where John-David A Belfontaine, the Chief Executive 
Officer of the Company, was the former president.   The loan was due January 20, 2017.   
Late repayment is subject to interest on the unpaid balance at the rate of 25% per annum.   
The loan plus interest of US$1,690 was repaid subsequent to year end.   The Company does 
not have any interest-bearing debt. 
 
Currency risk:  
 
Currency risk is the risk that exposes the Company to financial risk related to the fluctuation 
in exchange rates. The Company has financial risk arising from fluctuations in foreign 
exchange rates as the Company does hold foreign currency denominated financial assets 
and liabilities.  In the year ending September 30, 2017 the Company has a high number of 
transactions in USD this creates a significant risk from fluctuations in the exchange rate. 

 
The following is a sensitivity analysis of the USD activity in the years ending September 30, 2017 
and 2016 in Canadian dollars: 
 

September 30, 2017    

Account Carrying Value 
+10 base  

points 
-10 base 

points 
Assets:    
   Cash $                       18,903 $                        1,891 $                      (1,891) 
   Accounts Receivable 27,204  2,720 (2,720) 
 Promissory note    

 

9,360 936 (936) 
Liabilities:    
   Accounts payable and  accrued liabilities  (29,270) (2,927) 2,927 
TOTAL $                       26,197 $                        2,620 $                      (2,620) 

 
  



Phivida Holdings Inc. 
Management’s Discussion & Analysis  
For the year ended September 30, 2017 
Discussion dated: January 22, 2018  

 

 
Page 27	

 
 

 

September 30, 2016    

Account Carrying Value 
+10 base  

points 
-10 base 

points 
Assets:    
   Cash $                       41,242 $                        4,124 $                      (4,124) 
   Accounts Receivable 124,047  12,405 (12,405) 
Liabilities:    
   Accounts payable and  accrued liabilities  (4,487) (449) 449 
TOTAL $                     160,802 $                      16,080 $                    (16,080) 

 
 
Liquidity risk: 
  
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they 
come due or can only do at excessive cost. As at September 30, 2017, the Company has cash of 
$749,964 (2016 - $56,737) to settle liabilities of $132,868 (2016 - $158,554) which have contractual 
maturities of less than 90 days and are subject to normal trade terms.  As a result, management 
believes the Company does not have significant liquidity risk. 
 
Share Capital 
 
As at the date of this MD&A, the Company had 45,248,224 issued and outstanding common shares. 
 
Warrants outstanding for the Company as at the date of this MD&A were as follows: 

 

Warrants 
Expiry 
Date 

Exercise 
Price 

294,800 January 29, 2018 $0.35
1,875,000 December 15, 2019 $0.05
3,908,627 December 18, 2019 (1) $0.75
6,078,427 

 
(1) Each Warrant is exercisable at a price of $0.75 per common share for a period ending 24 

months from the closing date of the Offering, subject to accelerated expiry by the Company 
upon 20 days' notice in the event the common shares trade at a price equal to or greater 
than $1.00 for a period of 20 consecutive trading days. 

 
Stock options outstanding for the Company as at the date of this MD&A were as follows: 
 

Stock 
Options 

Expiry 
Date 

Exercise 
Price 

3,650,000 May 5, 2022 $0.20
832,563 December 18, 2019 $0.40

1,460,000 December 18, 2022 $0.40
5,942,563 
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Risk Factors 

History of Operating Losses 
 
We have a history of operating losses and may not achieve or sustain profitability.  We cannot 
guarantee investors that we will become profitable, and even if we achieve profitability, given the 
competitive and evolving nature of the industry in which we operate, we may not be unable to 
sustain or increase profitability and our failure to do so could adversely affect our business, 
including our ability to raise additional funds.  
 
Going-Concern Risk 
 
Our financial statements have been prepared on a going concern basis under which we are 
considered to be able to realize our assets and satisfy our liabilities in the ordinary course of 
business.   Our future operations are dependent upon the identification and successful completion 
of equity or debt financing and the achievement of profitable operations at an indeterminate time in 
the future.  There can be no assurances that we will be successful in completing additional equity 
or debt financing or in achieving profitability.  The financial statements do not give effect to any 
adjustments relating to the carrying values and classification of assets and liabilities that would be 
necessary should we be unable to continue as a going concern. 
 
Competition 
 
We face competition in the markets in which we operate and intend to operate in the near future.  
Some of our competitors may be better positioned to develop superior product features and 
technological innovations, and able to better adapt to changing market conditions than us.  Our 
ability to compete depends on, among other things, consistent high product quality, short lead-time, 
timely delivery, competitive pricing, range of product offerings and superior customer service and 
support.  Increased competition in the markets in which we operate may force us to reduce our 
product prices or may result in increased costs, and may have a material adverse effect on our 
business and operating results.  Any decrease in the quality of our products or level of service to 
customers, or any forced decrease in product pricing may adversely affect our business and 
operating results.  
 
Limited Operating History and No Established Financing Sources 
 
Although we believe our management team has extensive knowledge of the hemp oil industry and 
closely monitors changes in legislation, we operate in an evolving industry that may not develop as 
expected. Furthermore, we were incorporated in 2015 and have a limited operating history and 
established financing sources.  We are subject to all of the business risks and uncertainties 
associated with any new business, including the risk that we will not achieve our investment 
objectives as described in this MD&A.  Our financial condition and results of operations will depend 
on many factors, including our ability to bring our products to commercial production, marketing 
success and continued legality of our products. 
 
Agricultural Operations Risk 
 
Our business is dependent on the growth and production of industrial hemp, an agricultural product.  
As such, the risks inherent in engaging in agricultural businesses apply to us.  Potential risks include 
the risk that crops may become diseased or victim to insects or other pests and contamination, or 
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subject to extreme weather conditions such as excess rainfall, freezing temperature, or drought, all 
of which could result in low crop yields, decreased availability of industrial hemp, and higher 
acquisition prices.  Although we source our CBD-hemp oil from hemp grown in permitted 
environments, there can be no guarantee that an agricultural event will not adversely affect our 
business and operating results.  
 
Success of Quality Control Systems 
 
The quality and safety of our products are critical to the success of our business and operations.  
As such, it is imperative that our and our service providers’ quality control systems operate 
effectively and successfully.  Quality control systems can be negatively impacted by the design of 
the quality control systems, the quality training program, and adherence by employees to quality 
control guidelines.  Although we strive to ensure that all of our service providers have implemented 
and adhere to high-caliber quality control systems, any significant failure or deterioration of such 
quality control systems could have a material adverse effect on our business and operating results. 
 
Domestic Supply Risk 
 
We use only hemp oil extract with full compliance under FDA and DEA regulations to be sold across 
the US. Phivida may license its brand to state-licensed companies who may source cannabinoids 
directly from marijuana in legalized states; however, these sources are limited to the sale of 
products within such state, are subject to intensive regulations and an excise sales tax. The 
regulation of third party suppliers may have a significant impact upon our business. Any 
enforcement activity or any additional uncertainties which may arise in the future, could cause 
substantial interruption or cessation of our business, including adverse impacts to our supply chain 
and distribution channels, and other civil and/or criminal penalties at the federal level.  
 
Reliance on Third-Party Suppliers and Manufacturers 
 
We intend to maintain a full supply chain for the production of wholesale bulk CBD-hemp oil, 
extracts, oils and isolates; and hemp oil extract-infused consumer and clinical products.  Despite 
maintaining full federal compliance and legality, our co-packers and ingredient and packaging 
suppliers may elect, at any time, to cease to engage in production agreements for products 
containing hemp oil extracts.  Sourcing cGMP and organic and kosher contract manufacturers 
willing to produce hemp oil extracts has provided challenges to management to date, and although 
we have identified and contacted alternatives for contract manufacturers and ingredient suppliers, 
there is a risk of losing our current manufacturers and our alternative manufacturers.  Loss of our 
manufacturers and suppliers would have a material adverse effect on our business and operational 
results.   
 
Product Recalls 
 
Product manufacturers and distributors are sometimes required to recall or initiate returns of their 
products for various reasons, including product defects such as contaminations, unintended 
harmful side effects or interactions with other products, packaging safety and inadequate or 
inaccurate labeling disclosure.  If any of our products are recalled, we could incur unexpected 
expense relating to the recall and any legal proceedings that might arise in connection with the 
recall.  We may lose significant revenue due to loss of sales and may not be able to compensate 
for or replace that revenue.  Although we strive to contract cGMP-certified manufacturers for the 
production of raw products for wholesale and finished goods, there can be no assurance that any 



Phivida Holdings Inc. 
Management’s Discussion & Analysis  
For the year ended September 30, 2017 
Discussion dated: January 22, 2018  

 

 
Page 30	

 
 

 

quality, potency or contamination problems will be detected in time to avoid unforeseen product 
recalls, regulatory actions or lawsuits.  A recall of our products could lead to adverse publicity of 
us, decreased demand for our products and could have a material adverse effect on our results of 
operations and financial condition. 
 
Product Liability 
 
Our food products will be produced for sale both directly and indirectly to end consumers, and 
therefore we face an inherent risk of exposure to product liability claims, regulatory action and 
litigation of our products are alleged to have caused significant loss or injury.  In addition, the 
manufacture and sale of hemp oil infused products involves the risk of injury to consumers due to 
tampering by unauthorized third parties or product contamination.  Previously unknown adverse 
reactions resulting from human consumption of our products alone or in combination with other 
medications or substances could occur.  We may be subject to various product liability claims, 
including, among others, that our products caused injury or illness, include inadequate instructions 
for use or include inadequate warnings concerning possible side effects or interactions with other 
substances.  A product liability claim or regulatory action against us could result in increased costs, 
could adversely affect our reputation, and could have a material adverse effect on our business 
and operational results.    
 
Effectiveness and Efficiency of Advertising and Promotional Expenditures 
 
Our future growth and profitability will depend on the effectiveness and efficiency of advertising and 
promotional expenditures, including our ability to (i) create greater awareness of our products; (ii) 
determine the appropriate creative message and media mix for future advertising expenditures; 
and (iii) effectively manage advertising and promotional costs in order to maintain acceptable 
operating margins. There can be no assurance that advertising and promotional expenditures will 
result in revenues in the future or will generate awareness of our technologies or products. In 
addition, no assurance can be given that we will be able to manage our advertising and promotional 
expenditures on a cost-effective basis.  
 
Maintaining and Promoting Our Brand 
 
We believe that maintaining and promoting our brand is critical to expanding our customer base.  
Maintaining and promoting our brand will depend largely on our ability to continue to provide quality, 
reliable and innovative products, which we may not do successfully.  We may introduce new 
products that our customers do not like, which may negatively affect our brand and reputation.  
Maintaining and enhancing our brand may require us to make substantial investments, and these 
investments may not achieve the desired goals.  If we fail to successfully promote and maintain our 
brand or if we incur excessive expenses in this effort, our business and financial results from 
operations could be materially adversely affected. 
 
Changing Consumer Preferences 
 
As a result of changing consumer preferences, many nutraceutical and other innovative products 
attain financial success for a limited period of time. Even if our products find retail success, there 
can be no assurance that any of our products will continue to see extended financial success. Our 
success will be dependent upon our ability to develop new and improved product lines. Even if we 
are successful in introducing new products or developing our current products, a failure to continue 
to update them with compelling content could cause a decline in our products’ popularity that could 
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reduce our revenues and harm our business, operating results and financial condition. Our failure 
to introduce new features and product lines and to achieve and sustain market acceptance could 
result in us being unable to meet consumer preferences and generate revenue which would have 
a material adverse effect on our profitability and financial results from operations. 
 
Key Personnel Risk 
 
Our success and future growth will depend, to a significant degree, on the continued efforts of our 
directors and officers to develop the business and manage operations and on their ability to attract 
and retain key technical, scientific, sales and marketing staff or consultants.  The loss of any key 
person or the inability to attract and retain new key persons could have a material adverse effect 
on our business.  Competition for qualified technical, scientific, sales and marketing staff, as well 
as officers and directors can be intense and no assurance can be provided that we will be able to 
attract or retain key personnel in the future.  Our inability to retain and attract the necessary 
personnel could materially adversely affect our business and financial results from operations.  
 
Sole Customer Dependency Risk 
 
If we lose our main customer, there is no guarantee that we will be able to replace the lost revenue 
by engaging new customers and we could lose the majority of our revenue.  Our operating results 
would be significantly impacted by the loss of the majority of our revenue, and we would become 
nearly fully dependent on new financing to continue operations. 
 
Fluctuations in Foreign Currency Exchange Rates 
 
We are subject to foreign currency risk. The strengthening or weakening of the Canadian or US 
dollar versus other currencies will impact the translation of our net revenues generated in these 
foreign currencies into Canadian and US dollars.  We import certain ingredients in our products 
from foreign countries, and so may become forced to pay higher rates for our ingredients as a result 
of the weakening of the Canadian or US dollar.  
 
Risks Related to our Prices 
 
As the market for our products matures, or as new or existing competitors introduce new products 
or services that compete with ours, we may experience pricing pressure and be unable to renew 
our agreements with existing customers or attract new customers at prices that are consistent with 
our pricing model and operating budget.  If this were to occur, it is possible that we would have to 
change our pricing model or reduce our prices, which could harm our revenue, gross margin, and 
operating results. 
 
Requirement to Generate Cash Flow for Financial Obligations 
 
We currently have negative operating cash flows.  Our ability to generate sufficient cash flow from 
operations to make scheduled payments to our contractors, service providers and merchants will 
depend on future financial performance, which will be affected by a range of economic, competitive, 
regulatory, legislative, and business factors, many of which are outside of our control.  If we do not 
generate sufficient cash flow from operations to satisfy our contractual obligations, we may have to 
undertake alternative financing plans.  Our inability to generate sufficient cash flow from operations 
or undertake alternative financing plans would have an adverse effect on our business, financial 
condition and results or operations, as well as our ability to satisfy our contractual obligations.  Any 
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failure to meet our financial obligations could result in termination of key contracts, which could 
harm our ability to provide our products.   
 
Uninsured or Uninsurable Risk 
 
We may become subject to liability for risks which are uninsurable or against which we may opt out 
of insuring due to the high cost of insurance premiums or other factors.  The payment of any such 
liabilities would reduce the funds available for usual business activities.  Payment of liabilities for 
which insurance is not carried may have a material adverse effect on our financial position and 
operations.  
 
Conflicts of Interest Risk 
 
Certain of our directors and officers are, and may continue to be, involved in other business 
ventures in the hemp products and nutraceutical industry through their direct and indirect 
participation in corporations, partnerships, joint ventures, etc. that may become potential 
competitors to us.  Situations may arise in connection with potential acquisitions or opportunities 
where the other interests of these directors and officers conflict with or diverge from our interests.  
In accordance with the BCBCA, directors who have a material interest in any person who is a party 
to a material contract or a proposed material contract are required, subject to certain exceptions, 
to disclose that interest and generally abstain from voting on any resolution to approve the contract.  
In addition, the directors and officers are required to act honestly and in good faith with a view to 
our best interests. However, in conflict of interest situations, directors and officers may owe the 
same duty to another company and will need to balance their competing interests with their duties 
to us. Circumstances (including with respect to future corporate opportunities) may arise that may 
be resolved in a manner that is unfavourable to us. 
 
Regulatory Risks 
 
Changes to State Laws Pertaining to Industrial Hemp 
 
The US federal Controlled Substances Act, (“CSA”) classifies “marihuana” as a Schedule I 
controlled substance and makes “marihuana” use and possession illegal on a national level. The 
United States Supreme Court has ruled that it is the Federal Government that has the right to 
regulate and criminalize “marihuana,” even for medical purposes, and thus federal law criminalizing 
the use of “marihuana” preempts state laws that legalize its use.  As of the date of this MD&A, 
approximately thirty states authorized industrial hemp programs pursuant to the Agricultural Act of 
2014 (the “Farm Bill”). Continued development of the industrial hemp industry will be dependent 
upon new legislative authorization of industrial hemp at the state level, and further amendment or 
supplementation of legislation at the federal level. Any number of events or occurrences could slow 
or halt progress all together in this space. While progress within the industrial hemp industry is 
currently encouraging, growth is not assured. While there appears to be ample public support for 
favorable legislative action, numerous factors may impact or negatively affect the legislative 
process(es) within the various states we have business interests in. Any one of these factors could 
slow or halt use of industrial hemp, which would negatively impact our business up to possibly 
causing us to discontinue operations as a whole. 
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Uncertainty Caused by Potential Changes to Legal Regulations 
 
There is substantial uncertainty and different interpretations among federal, state and local 
regulatory agencies, legislators, academics and businesses as to the importation of derivatives 
from exempted portions of the Cannabis plant and the scope of operation of Farm Bill-compliant 
hemp programs relative to the CSA, the Farm Bill and the emerging regulation of cannabinoids. 
These different opinions include but are not limited to the regulation of cannabinoids by the US 
Drug Enforcement Administration and or the Food and Drug Administration and the extent to which 
manufacturers of products containing imported raw materials and/or Farm Bill-compliant cultivators 
and processors may engage in interstate commerce.  The uncertainties cannot be resolved without 
further federal, and perhaps even state-level, legislation, regulation or a definitive judicial 
interpretation of existing legislation and rules.  If these uncertainties continue, such may have an 
adverse effect upon the introduction of our products in different markets. 
 
Potential Changes in Federal and State Laws and Regulations  
 
If state and/or federal legislation changes or regulatory agencies amend their practices or 
interpretive policies, or expended their resources enforcing existing state and/or federal laws, such 
action(s) could have a materially adverse effect on; (a) our ability to obtain lawfully sourced raw 
materials; and, (b) the manufacturing, marketing, distribution and sale of our products in one or 
multiple jurisdictions, up to and including a complete interruption of our business.  Further, 
additional government disruption in the industrial hemp industry could cause potential customers 
and users to be reluctant to purchase our products, which would be detrimental to us. We cannot 
predict the nature of any future federal, state and/or laws, regulations, interpretations or 
applications, nor can we determine what effect additional governmental regulations or 
administrative policies and procedures, when and if promulgated, could have on our business. 
 
Regulatory Approval and Permits 
 
We may be required to obtain and maintain certain permits, licenses and approvals in the 
jurisdictions where our products are licensed, although we do not currently anticipate that such 
approvals will be necessary.  There can be no assurance that we will be able to obtain or maintain 
any necessary licenses, permits or approvals, and in particular, should the DEA succeed in the 
pending litigation on the Final Rule, suppliers of CBD hemp oil products could be required to obtain 
a CSA permit, which would likely not be a feasible option for retail products. Any material delay or 
inability to receive these items is likely to delay and/or inhibit our ability to conduct our business, 
and would have an adverse effect on our business, financial condition and results of operations.  
 
Intellectual Property Risks 
 
Risks Related to Potential Inability to Protect Intellectual Property 
 
Our success is heavily dependent upon our intangible property and technology.  We license certain 
of our technology from third parties and there can be no assurance that we will be able to continue 
licensing these rights on a continuous basis.  We rely upon copyrights, trade secrets, unpatented 
proprietary know-how and continuing technology innovation to protect the technology that we 
consider important to the development of our business.  We rely on various methods to protect our 
proprietary rights, including confidentiality agreements with our consultants, service providers and 
management that contain terms and conditions prohibiting unauthorized use and disclosure of our 
confidential information.  However, despite our efforts to protect our intangible property rights, 
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unauthorized parties may attempt to copy or replicate our technology.  There can be no assurances 
that the steps taken by us to protect our technology will be adequate to prevent misappropriation 
or independent third-party development of our technology. It is likely that other companies can 
duplicate a production process similar to ours. To the extent that any of the above could occur, our 
revenue could be negatively affected, and in the future, we may have to litigate to enforce our 
intangible property rights, which could result in substantial costs and divert our management’s 
attention and our resources.  
 
Risks Related to Potential Intellectual Property Claims 
 
Companies in the retail and wholesale consumer product industries frequently own trademarks and 
trade secrets and often enter into litigation based on allegations of infringement or other violations 
of intangible property rights. We may be subject to intangible property rights claims in the future 
and our products may not be able to withstand any third-party claims or rights against their use. 
Any intangible property claims, with or without merit, could be time consuming, expensive to litigate 
or settle and could divert management resources and attention. An adverse determination also 
could prevent us from offering our products and services to others and may require that we procure 
substitute products or services for these members. 
 
With respect to any intangible property rights claim, we may have to pay damages or stop using 
intangible property found to be in violation of a third party’s rights. We may have to seek a license 
for the intangible property, which may not be available on reasonable terms and may significantly 
increase our operating expenses. The technology also may not be available for license to us at all.  
As a result, we may also be required to pursue alternative options, which could require significant 
effort and expense. If we cannot license or obtain an alternative for the infringing aspects of our 
business, we may be forced to limit our product and service offerings and may be unable to 
compete effectively. Any of these results could harm our brand and prevent us from generating 
sufficient revenue or achieving profitability. 
 
Additional Disclosure for Venture Issuers Without Significant Revenue 

Office expenses 
 

Detail Year Ended 
September 30, 

2017 
($) 

Year Ended 
September 30, 

2016 
($) 

Administration and general 19,335 7,802

Rent 895 3,738

Marketing nil 9,750
Total 20,230 21,290

 
Subsequent Events 

(a) On December 18, 2017, the Company granted an aggregate of 1,460,000 incentive stock 
options to various officers, directors and consultants. Each stock option is exercisable by the holder 
thereof to purchase one common share at a price of $0.40 per share until December 18, 2022, 
subject to earlier termination in accordance with the terms of the Stock Option Plan. The options 
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are subject to a vesting schedule whereby 25% of the options vest 3 months after the date of grant, 
25% vest 6 months after the date of grant, 25% vest 9 months after the date of grant and 25% vest 
12 months after the date of grant. 
 
(b) On December 18, 2017, the Company completed its Offering and its common shares 
commenced trading on the CSE on December 19, 2017 under the ticker symbol "VIDA". 
 
Pursuant to the Offering, Phivida issued 14,375,000 Units, including the full over-allotment option, 
with each Unit comprising one Common Share and one-half of one Warrant at a price of $0.40 per 
Unit for gross proceeds of $5,750,000. 
 
Each Warrant is exercisable at a price of $0.75 per Common Share for a period ending 24 months 
from the closing date of the Offering, subject to accelerated expiry by the Company upon 20 days' 
notice in the event the Common Shares trade at a price equal to or greater than $1.00 for a period 
of 20 consecutive trading days. 
 
Pursuant to the Offering, the Agents received a cash commission of $335,025, a corporate finance 
fee of $75,000 and 187,500 Common Shares, and 832,563 compensation options at a price of 
$0.40 per share for a period of 24 months from the closing date.  The Company also incurred legal 
and agent expenses of $145,000. 
 
(c) Subsequent to September 30, 2017, 282,900 warrants with an exercise price of $0.35 and expiry 
date of January 29, 2018 were exercised for gross proceeds of $99,015. In addition, 3,278,873 
warrants with an exercise price of $0.75 and expiry date of December 18, 2019 were exercised for 
gross proceeds of $2,459,155. 
 
(d) Subsequent to September 30, 2017, 50,000 options with an exercise price of $0.20 and expiry 
date of May 5, 2022 were exercised for gross proceeds of $10,000.  
 


