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This Management’s Discussion and Analysis (“MD&A”) dated May 17, 2019 should be read in conjunction 
with the unaudited condensed consolidated interim financial statements and accompanying notes of 
Novoheart Holdings Inc. (“Novoheart” or the “Company”) for the three months and nine months ended 
March 31, 2019 (the “Interim Financial Statement”), which are available on Novoheart’s SEDAR profile at 
www.sedar.com. The results reported in this MD&A have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”) and are presented in Canadian dollars, which is the functional 
currency of the consolidated entity as at March 31, 2019. Unless otherwise indicated, information contacted 
in this MD&A is provided as at March 31, 2019.   

FORWARD-LOOKING STATEMENTS 

The information provided in this MD&A may contain forward-looking statements and forward-looking 
information about the Company within the meaning of applicable securities laws. In addition, the Company 
may make or approve certain statements or information in future filings with Canadian securities regulatory 
authorities, in press releases, or in oral or written presentation by representatives of the Company that are 
not statements of historical fact and may also constitute forward-looking statements or forward-looking 
information. All statements and information, other than statements of historical fact, made by the Company 
that address activities, events, or developments that the Company expects or anticipates will or may occur 
in the future are forward-looking statements and information, including, but not limited to statements and 
information preceded by, followed by, or that include words such as “may”, “would”, “could”, “will”, “likely”, 
“except”, “anticipate”, “believe”, “intends”, “plan”, “forecast”, “project”, “potential”, “intend”, “targeted”, 
“continue”, “goal”, “estimate”, “outlook”, or the negative of those words or other similar or comparable words. 
Forward-looking statements are necessarily based on estimates and assumptions made by us in light of 
our experience and perception of historical trends, current conditions and expected future developments, 
as well as the factors we believe are appropriate. Forward-looking statements in MD&A include, but are not 
limited to, statements relating to:  our ability to obtain funding for our operations, including funding for 
research and commercial activities; the intended use of proceeds from the Facility (defined below) and 
eventual repayment thereof; our ability to achieve profitability; statements with respect to the Company’s 
future plans, strategies and objectives; projected revenues, future trends, opportunities and growth in the 
Company’s industry and the drug development and screening markets; the Company’s ability to maintain 
and enhance its competitive advantages and technological advantages; the entry into of commercial 
partnerships and commercialization of our technology; the development of cell-based cardiac regenerative 
therapies, heart therapeutics and the development of transplantable grafts; the expected benefits from 
opening the Company’s new Hong Kong facilities; projected operating expenses and capital expenditures; 
the potential for the Company’s technology to revolutionize the drug discovery process; the ability of the 
MyHeartTM Platform to reduce the time and costs of clinical trials and maximize success rates of drug 
development and patient treatments; the development and value of MyHeartTM Platform disease platforms 
to clients or potential clients and their use in identifying candidate drugs; development of additional IP, 
ability to patent or otherwise protect developed IP and licenses with third parties for IP; entry into of 
sponsored research agreement and the benefits therefrom; and competitive advantages of the Company 
and its technology; the expected revenue from phase 1 of the service agreement with Xellera Therapeutics, 
and the retention by Novoheart of the intellectual property resulting from its services to Xellera Therapeutics; 
the entry into of additional agreements with Xellera Therapeutics and any long-term strategic relationship; 
the benefits of any long-term strategic relationship with Xellera Therapeutics; the construction of a Good 
Manufacturing Practice facility by Xellera Therapeutics; the building of clinical-grade human stem cell 
libraries for the development of cell-based therapies; the benefits of such clinical-grade stem cell libraries; 
the clinical translation of Novoheart’s technologies and expansion of its offerings into clinical applications; 
the commercialization of the exclusive rights to the human stem cell lines for producing clinical-grade 
human heart cells and cardiac derivatives and the expected benefits therefrom; the benefits to patients from 
Novoheart’s platforms; the completion and expected benefits from a contract with the Global Pharma 
Partner (defined below) and the value of the strategic relationship to Novoheart’s clients and investors, are 
forward-looking statements.  

Actual results, performance or achievement could differ materially from that expressed in, or implied by, 
any forward-looking statements or information in this MD&A, and, accordingly, investors should not place 
undue reliance on any such forward-looking statements or information. Many factors could cause the 



 

2 

Company’s actual results, performance or achievements to be materially different from any future results, 
performance, or achievements that may be expressed or implied by such forward-looking statements, which 
are subject to a number of risks and uncertainties, including, but not limited to the factors referred to below 
under “Business Risks and Uncertainties”. Further, any forward-looking statement or information speaks 
only as of the date on which such statement is made, and the Company undertakes no obligation to update 
any forward-looking statements or information to reflect information, events, results, circumstances or 
otherwise after the date on which such statement is made or to reflect the occurrence of unanticipated 
events, except as required by law, including securities laws. Accordingly, investors are cautioned not to put 
undue reliance on forward-looking statements. All forward-looking statements and information contained in 
this MD&A and other documents of the Company are qualified by such cautionary statements.  

OVERVIEW 

Novoheart is a global stem cell biotechnology company dedicated to human heart engineering with offices 
in the United States and Hong Kong. Novoheart’s scientific team has pioneered a range of bioengineering 
technologies collectively known as the MyHeartTM platform, including the world’s first human mini-heart 
“novoHeartTM” (otherwise known as a human-heart-in-a-jar) that is fully capable of pumping and ejecting 
fluid. Novoheart believes that its proprietary platform uniquely positions it to enter into commercial 
partnerships with leading pharmaceutical companies and research institutions to deliver pre-clinical 
cardiotoxicity screening and develop custom tissues for heart disease modeling. Novoheart also believes 
that the MyHeartTM platform is well-positioned for the potential development of cell-based cardiac 
regenerative therapies with superior safety and efficacy. 

Common shares of Novoheart are traded on the TSX Venture Exchange (“TSX-V”) under the symbol “NVH”.  

BUSINESS HIGHLIGHTS 

• Entered into a Revolving Facility Credit for up to approximately $5 Million with the Hongkong and 
Shanghai Banking Corporation 

• Appointed Michelle Khine as the Interim Chair of the Scientific Advisory Board, following the 

resignation of Roger Haijar  
 

Entered into a Revolving Facility Credit for up to $5 Million 
 
On April 8, 2019, Novoheart entered into a demand revolving credit facility for up to HK$30 million (the 

“Facility”) (approximately $5,000,000) with The Hongkong and Shanghai Banking Corporation (“HSBC”
or the “Lender”). The Facility bears interest at a rate per annum equal to 1, 3 or 6-months Hong Kong 
Interbank Offered Rate plus 1.20%. The Facility is subject to review at any time and in any event by 
November 1, 2019. 
 
The Company intends to use the proceeds of the Facility for general working capital purposes, plans to 
repay the Facility in the event of the success of the Company ’s commercialization efforts and/or receipt of 
other sources of financing. The Lender requires a monthly report on usage of the proceeds. 
 
Appointed Michelle Khine as the Interim Chair of the Scientific Advisory Board  
 
On February 15, 2019, Roger Haijar resigned as the chair of the Scientific Advisory Board and this position 
has been replaced by Michelle Khine.   
 
 

SELECTED CONSOLIDATED FINANCIAL INFORMATION 

The following table provides selected financial information of the Company, which was derived from, and 
should be read in conjunction with, the unaudited condensed consolidated interim financial statements for 
the respective periods. The financial information has been prepared in accordance with International 
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Financial Reporting Standards (“IFRS”) and are presented in Canadian dollars, which is the functional 
currency of the consolidated entity as at March 31, 2019.  

 

 Three months ended  Nine months ended  

 March 31, 2019 March 31, 2018 March 31, 2019 March 31, 2018 

Revenue $    107,955 $    19,348 $    113,210 $    19,348 

Cost of sales 49,123 7,818 50,867 7,818 

Operating loss 1,681,973 1,610,643 5,653,156 4,431,399 

Government grant income 464,327 18,331 537,665 40,018 

Other income / (loss) 187 - (157) 110,665 

Non-cash loss on 
completion of reverse 
takeover 

- - 
 

- 
 

5,213,597 

Net loss 1,179,198 1,586,471 5,074,458 9,519,714 

     

Net loss per share – basic 
and diluted 

$    0.01            $    0.02 $    0.05            $    0.14 

     

   March 31, 2019 June 30, 2018 

Cash   $    752,472 $    1,595,094 

Total assets   2,728,951 4,046,516 

Total long term liabilities    104,680 116,072 

Shareholders’ equity   1,407,506 2,512,047 

Results of Operations 

Three and nine months ended March 31, 2019 (Q3 2019) compared to three and nine months ended 
March 31, 2018 (Q3 2018) 

The Company recorded net loss of $1,179,198 (loss per share of $0.01) for the three months ended March 
31, 2019 compared to a net loss of $1,586,471 (loss per share of $0.02) for the three months ended March 
31, 2018. On a year-to-date basis, the Company recorded a net loss of $5,074,458 (loss per share of $0.05) 
for the nine months ended March 31, 2019 compared to a net loss of $9,519,714 (loss per share of $0.14) 
for the nine months ended March 31, 2018. The decrease in the net loss on a year-to-date basis was due 
primarily to the completion of the reverse takeover transaction that occurred in Q1 2018, for which the 
Company incurred a non-cash loss on completion of reverse takeover of $5,213,597. The decrease is offset 
by the increase in operating expenses including costs in marketing, share-based compensation and 
research and development, compared to the nine months ended March 31, 2018. The increase in marketing 
expenses is primarily due to the focus of the Company to expand the commercialization of its MyHeartTM 
platform, along with the hiring of the Senior Vice President Commercial Development in August 2018. The 
increase in share-based compensation expenses is due to the additional options and restricted share units 
issued in Q2 2019 and Q3 2019. The increase in research and development is primarily due to the 
expansion of Novoheart’s scientific team resulting in an increase in personnel costs, and the 
commencement of a sponsored research agreement signed with the Regents of the University of California, 
Irvine Campus (“UCI”). 
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Revenue and Cost of Sales 
 
The Company recorded revenue of $107,955 and cost of sales of $49,123, achieving a gross margin of 54% 
for the three months ended March 31, 2019 compared to revenue of $19,348 and cost of sales of $7,818 
for the three months ended March 31, 2018. The Company recorded revenue of $113,210 and cost of sales 
of $50,867 for the nine months ended March 31, 2019 compared to revenue of $19,348 and cost of sales 
of $7,818 for the nine months ended March 31, 2018. The increase in revenue on a year-to-date basis was 
due to the increased efforts in pursuing commercial agreements. The revenue was from a contract with 
another top-15 Pharmaceutical Company (the “Global Pharma Partner”). The contract requires the 
Company to design and fabricate reliable multi-well plates for high-throughput generation, culture and 
contractility measurements of miniature engineered human cardiac tissue strips. Novoheart will have 
exclusive rights to the generated intellectual property and expects to be able to market this technology to 
the broader pharmaceutical, biotech and academic markets, where the Company believes higher 
throughput assays, with strong capabilities in recapitulating human physiology at the tissue level, are in 
significant demand. Services commenced in December 2018 and are expected to be completed by the end 
of the fiscal period. Cost of sales of $49,123 included labour costs and material costs. 
 

Operating Expenses 
 
Operating expenses for Q3 2019 were $1,740,805, compared to operating expense of $1,622,173 for Q3 
2018. Operating expenses for the nine months ended March 31, 2019 and 208 were $5,715,499 and 
$4,442,929, respectively. The increase in operating expenses is primarily related to: 
 
Research and development expenses 

• Research and development expenses increased from $371,010 in Q3 2018 to $533,678 in Q3 2019, 
and were $1,468,232 for the nine months ended March 31, 2019 compared to $1,062,144 for the 
comparative period. A breakdown of the major components within research and development 
expenses as follows: 

 Three months ended Nine months ended 

   

 Mar 31, 2019 Mar 31, 2018 Mar 31, 2019 Mar 31, 2018 

Personnel costs $    391,652 $    276,169 $    1,050,570 $    796,554 

Lab materials 103,196 94,841 291,153 265,590 

Sponsored Research 
Agreement 

38,830 - 69,865 - 

ITF Project - - 56,644 - 

Total  $    533,678 $    371,010 $    1,468,232 $    1,062,144 

 
Overall, the research and development expenses increased due to the expansion of Novoheart’s 
scientific team, resulting in an increase in personnel costs, the completion of the ITF project and 
the sponsored research agreement signed with UCI.  
 
The Company entered into a Sponsored Research Agreement (“SRA”) with UCI in November 2018, 
with a focus on developing novel sensors for quantifying contractile properties of engineered human 
cardiac tissues in the Company’s MyHeartTM  Platform. Pursuant to the SRA, UCI will deliver an 
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optimized sensor design as well as fabricate fully functional sensors for incorporation into 
Novoheart’s next-generation bioreactor designs. These designs aim to deliver enhanced efficiency, 
accuracy and sensitivity in screening drugs for toxic or beneficial effects on the heart’s pumping 
strength, thereby helping drug developers to select candidates for clinical development.  
 
The ITF project is a research and development project with HKU. The project streamlined and 
optimized the commercial application of the Company’s MyHeartTM Platform and generated 
intellectual property. Although the project was administered by HKU, the Company owns all of the 
intellectual property generated from this project, and the project was under the direction of the 
Company’s CEO and CSO, Dr. Ronald Li and Dr. Kevin Costa, respectively. The ITF project was 
completed in January 2017. As such, the Company made no cash contributions nor incurred any 
research and development expenses with respect to the ITF project since the completion of the 
project. Upon the completion of an audit for the ITF project, the Company received a refund of 
$406,819. The refund was $56,644 lower than the expected amount of $463,463 which resulted in 
a write-down in Q2 2019.  

 
Marketing expenses 

 

• Marketing expenses increased from $28,751 in Q3 2018 to $167,265 in Q3 2019. Marketing 
expenses increased from $41,766 for the nine months ended March 31, 2018 to $607,158 for the 
nine months ended March 31, 2019, with a breakdown of the major components as follows:  

 

 Three months ended Nine months ended 

 Mar 31, 2019 Mar 31, 2018 Mar 31, 2019 Mar 31, 2018 

Personnel costs $    166,916 $    17,955 $    498,905 $    30,969 

Marketing and other 
activities 

349 10,796 108,253 10,797 

Total  $    167,265 $    28,751 $    607,158 $    41,766 

 
The Company expanded commercialization efforts for its MyHeartTM platform. The increase was 
mainly due to an increase in personnel costs. In August 2018, the Company hired a Senior Vice 
President to lead commercial development. In addition, the Company attended the Annual Safety 
Pharmacology Society annual meeting in Q1 2019, showcasing the Company’s technology to 
pharmaceutical industry executives.   

 
Share-based compensation expenses 

• Novoheart incurred share-based compensation expense of $232,107 and $1,150,913 for the three 
and nine months ended March 31, 2019 compared to $289,715 and $589,937 for the three and 
nine months ended March 31, 2018. Share-based compensation was issued upon the completion 
of Novoheart’s reverse takeover listing. There were minimal expenses incurred in Q1 2018 as the 
Company only went public on September 27, 2017 and no options were issued prior to the 
Company’s listing on the TSX-V. The share-based payments recorded in the nine months ended 
March 31, 2019 included stock options and restricted share units.  

 
General and administrative expenses 

• There was a decrease in general and administrative costs from $712,170 in Q3 2018 to $577,135 

in Q3 2019, and $1,858,539 for the nine months ended March 31, 2019 and $2,094,282 for the 
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comparative period.  A breakdown of the major components within general and administrative costs 
as follows: 

 Three months ended Nine months ended 

 Mar 31, 2019 Mar 31, 2018 Mar 31, 2019 Mar 31, 2018 

Personnel costs $    255,964 $    301,084 $    665,837 $    926,463 

Professional and 
regulatory fees 

110,441 188,434 534,653 556,980 

General and 
administrative 
expenses 

84,780 53,667 194,321 103,699 

Occupancy costs 97,631 70,456 267,195 227,526 

Travelling expenses 28,319 98,529 196,533 279,614 

Total  $    577,135 $    712,170 $    1,858,539 $    2,094,282 

Overall, the decrease in general and administrative expenses was mainly due to decreases in 
professional and regulatory fees and personnel costs. Professional and regulatory fees decreased 
from $188,434 and $556,980 for the three and nine months ended March 31, 2019 to $110,441 
and $534,653 for the three and nine months ended March 31, 2018 mainly due to the termination 
of investor relation services in Q3 2019.   Personnel costs decreased from $301,084 and $926,463 
for the three and nine months ended March 31, 2018 to $255,964 and $665,837 for the three and 
nine months ended March 31, 2019. This was mainly due to a change in estimate for the bonus 
accrual pertaining to the achievements of certain corporate goals in fiscal 2018.    

Intellectual property and patent expenses 

• The intellectual property and patent expenses remained relatively flat at $62,393 in Q3 2019 and 
$52,316 in Q3 2018. Intellectual property and patent expenses decreased from $413,655 for the 
nine months ended March 31, 2018 to $131,202  for the nine months ended March 31, 2019.  A 
one-time milestone payment of approximately $200,000 was made to the Ichan School of Medicine 
at Mount Sinai (“MSSM”) pursuant to the Company’s achievement of a public listing on the TSX-V 
in Q1 2018, contributing to a higher intellectual property and patent expenses for the six months 
ended December 31, 2017. The intellectual property licenses from MSSM are exclusive with no 
termination period, as they are intellectual property developed by Novoheart’s scientific cofounders 
when they were at the university.   

Other Income 

The Company earned Other Income of $110,665 for the nine months ended March 31, 2018 compared to 
other loss of $157 in the comparative period. Other Income is mainly earned from the agreement that the 
Company signed with Pfizer on December 23, 2015 to build diseased cardiac tissues and chambers for 
Friedreich’s ataxia. Pursuant to the agreement, the Company conducted research activities in accordance 
with an agreed upon research plan in exchange for payments of up to $481,571 (US$363,000) to reimburse 
portion of the associated costs incurred. The agreement was completed on December 17, 2017; therefore, 
no more income is earned pertaining to this agreement subsequent to Q2 2018. 

 



 

7 

QUARTERLY RESULTS 
 

The following table summarizes select financial information for the Company’s eight most recent quarters.  
The financial information has been prepared in accordance with International Financial Reporting 
Standards (“IFRS”) and are presented in Canadian dollars, unless otherwise noted, and except for number 
of share and per share amounts.   

 2019 2018 2017 

3 months 
ended 

Mar 31, 

2019 

Dec 31, 

2018 

Sep 30, 

2018 

Jun 30, 

2018 

Mar 31, 

2018 

Dec 31, 

2017 

Sep 30, 

2017 

Jun 30, 

2017 

Revenue 
107,955 5,255 - 75,776 19,348 - - - 

Cost of sales 
49,123 1,744 - (30,390) (7,818) - - - 

Operating loss (1,681,973) (1,999,010) (1,975,684) (2,757,465) (1,610,643) (1,737,289) (1,083,467) (719,514) 

Government 
grant  
    income 

464,327 49,469 23,869 23,365 18,331 16,310 5,377 5,664 

Other 
income/(loss) 187 - (344) 7,638 - 53,856 56,809 72,698 

Net loss 
(1,179,198) (1,945,459) (1,949,801) (2,943,329) (1,586,471) (1,660,675) (6,272,569) (671,723) 

Net loss per 
share,  
     basic and 
diluted 

(0.01) (0.02) (0.02) (0.03) (0.02) (0.02) (0.09) (0.12) 

 
The most significant factors affecting the comparability of the quarterly results are described above in 
“Results of Operations” for the three and nine months ended March 31, 2019. These include: the non-cash 
loss on completion of the reverse takeover of $5,213,597 in Q1 2018; the revenue agreement signed with 
the Global Pharma Partner which commenced in Q2 2019; the signing and completion of the commercial 
agreements with Pfizer and Sumocor resulting in the changes to revenue and other income; the increase 
in professional and regulatory fees as a result of being a public company; the Company increased its effort 
in expanding the commercialization of its MyHeartTM platform, leading to an increase in marketing activities; 
the issuance of stock options and restricted share units since the reverse takeover listing resulting in an 
increase in share-based compensation; and the expansion of Novoheart’s scientific team resulting in an 
increase in personnel costs and an increase in lab material expenditures. 

 
 
 
 

LIQUIDITY AND CAPITAL RESOURCES 

Cash Flow 

At March 31, 2019, the Company had $752,472 in cash and cash equivalents, compared to $1,595,094 at 
June 30, 2018.  

Cash used in operating activities 
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Cash used in operating activities in the nine months ended March 31, 2019 was $1,653,563, a decrease of 
$2,197,233 from $3,850,796 for the nine months ended March 31, 2018. The decrease in cash used was 
primarily due to an increase non-cash working capital of $2,146,289, as well as a decrease in net loss 
before depreciation and non-cash expenses of $50,944.  

Cash used in investing activities 

Cash used in investing activities in the nine months ended March 31, 2019 was $36,875, a decrease of 
$1343,332 from $1,380,207 in the nine months ended March 31, 2018. From Q1 2018 to Q3 2018, the 
Company expanded its office and lab facilities in Hong Kong through renovation ad acquisition of new 
equipment. The decrease was related to the completion of the Hong Kong lab expansion in prior periods. 

Cash used in financing activities 

Net cash provided by financing activities was $847,000 in the nine months ended March 31, 2019, a 
decrease of $5,929,644 compared to $6,776,644 in the nine months ended March 31, 2018, which was as 
a result of the cash acquired in the reverse takeover transaction of $112,662 and the completion of the 
concurrent subscription receipt private placement for gross proceeds of $7,150,000, offset by $486,018 of 
share issuance costs. As at March 31, 2019, $847,000 (HK$5,000,000) was drawn down from the Facility 
that the Company entered into with HSBC which is subject to review at any time and in any event by 
November 1, 2019.  

Contractual Obligations, Commitments and Contingencies  
 
On August 21, 2017, the Company expanded its office and lab facilities by signing a new lease agreement 
with Hong Kong Science and Technology Parks Corporation, which commenced on July 31, 2017. The 
annual lease commitment is $344,229, including service charges. The lease expires on July 30, 2020.   
  
The Company has intellectual property licensing agreements with UCI, the MSSM, GE Healthcare UK 
Limited, the Wisconsin Alumni Research Foundation, and iPS Academia Japan. The Company’s remaining 
commitments under the intellectual property licensing agreements include upfront fees of approximately 
$151,691 ($72,548 of which is payable over the next twelve months and $79,143 of which is payable over 
fiscal year 2020 and 2021) and annual maintenance fees. The Company is committed to paying annual 
maintenance fees of approximately $7,975 in 2019, $9,304 in 2020, and $19,273 in 2021 and thereafter 
until the expiration of the agreements, which expire at the last valid claim of the respective patent rights. 
Under the intellectual property licensing agreements with the Wisconsin Alumni Research Foundation and 
iPS Academia Japan, the Company is also committed to paying minimum royalties of approximately 
$26,583 and $29,242 per year starting in calendar years 2018 and 2019 respectively. 
 
Capital Resources 
 
As mentioned, the Company has generated negative cash flows from operations in the nine months ended 
March 31, 2019, the Company had $752,472 of cash on hand and a non-cash working capital deficit of 
$884,869. The Company’s ability to increase its working capital or generate positive working capital in the 
long term will depend on its ability to enter into commercial contracts to generate revenues.  As at March 
31, 2019, the Company has drawn down $851,000 (HK$5,000,000) out of $5,000,000 (HK$30,000,000) of 
the Facility with HSBC. The Facility is secured by a deposit pledge of $5,000,000 (HK$30,000,000) Xellera 
Therapeutics Ltd (“XT”). XT is a company dedicated to developing cell- and gene-based therapies, with the 
mission of bringing advanced therapeutic options to patients in an era of precision medicine.  The directors 
of XT individually own less than 10% ownership of the Company. The Chief Executive Officer of the 
Company controls an entity that owns approximately 40% of XT. The Chief Executive Officer is also a 
director of XT. 
 
The Company’s ability to further increase its working capital or generate positive working capital in the long 
term will depend on its ability to enter into commercial contracts to generate revenues. Given the various 
projects the Company is handling in the short and medium term, management considers the current cash 
balance and expected cash inflows from sales, collaborative research agreements, and government grants, 
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supplemented with capital markets financing, to be sufficient to fund operating expenses for the next 12 
months.   
 
The success of the Company’s commercialization efforts and continual research and development projects 
depends greatly on the Company’s ability to generate sufficient cash to meet its needs. Hence, as of the 
end the third quarter of 2019, management is still considering various sources of financing available in the 
market to increase the Company’s liquidity. Any sale of additional equity or debt securities may result in 
dilution to the Company’s shareholders, and there is no guarantee that the Company w ill be able to raise 
the necessary capital through debt or equity issuances. The Company’s common shares involve a high 
degree of risk, which could affect the Company’s ability to attract investors should additional financing be 
required.   
 
Share Capital 
 
As of the date of this MD&A, the Company has 95,326,025 common shares issued and outstanding, as 
well as 6,164,373 of  common shares issuable upon the exercise of outstanding stock options at an exercise 
price ranging from $0.32 to $0.50 per share and 491,000 of the issuance of vested restricted share units. 
The Company also has 972,037 common share purchase warrants outstanding with an exercise price of 
C$0.50, expiring in September 2019. The warrants were issued as finders’ fee for the private placement 
that was concurrently completed with the reverse takeover listing.  

Each stock option and warrant entitles the holder thereof to acquire one Common Share of Novoheart.   

 

 

 

TRANSACTIONS WITH RELATED PARTIES 

Related parties include key management personnel, close family members and companies that are 
controlled by these individuals.  

As at March 31, 2019, there is a due to related parties balance of $30,489 (June 30, 2018 – $60,684). The 
amounts due from/to related parties include consulting fees payable to management or management’s 
consulting company in accordance with the respective management contract with the Company, or is a 
result of advances and expenses incurred by the management and Directors on behalf of the Company. 
Due to related parties are unsecured, non-interest bearing, and due on demand with no specific terms of 
repayment. For any expenses incurred by management and Directors on behalf of the Company, there are 
no mark-up on any such expenses.  
 
Key management personnel include those persons having authority and responsibility for planning, 
directing and controlling the activities of the Company as a whole. The Company has identified its directors 
and key officers, including our Chief Executive Officer, Chief Operating Officer, Chief Scientific Officer, 
Chief Financial Officer and Chief Research and Development Officer, as its key management personnel. 
Compensation awarded to key management amounted to $253,128 and $770,353 for the three and nine 
months ended March 31, 2019. For the three and nine months ended March 31, 2018, compensation 
awarded to key management amounted to $213,531 and $840,773. Key management’s bonus of $18,967 
relating to an annual bonus for the achievements of the Company’s 2018 corporate goals has been accrued 
as at March 31, 2019 in accounts payable and accrued liabilities.    
 
At March 31, 2019, the Company owes its Chief Scientific Officer $26,709 of consulting fee, its Chief 
Research and Development Officer $1,040 of reimbursement, its Chief Executive Officer $2,673 of 
reimbursement, and its Chief Operating Officer $67 of reimbursement.   
 
As noted above, XT is considered a related party due to the relationship disclosed under capital resources. 
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OFF-BALANCE SHEET ARRANGEMENTS 

The Company does not have any off-balance sheet arrangements.  

ACCOUNTING POLICIES AND CRITICAL ACCOUNTING ESTIMATES AND JUGEMENTS 

The Company’s significant accounting policies are described in Note 3 of the Annual Financial Statements.  
The following is an overview of accounting standard changes that the Company will be required to adopt in 
future years. The Company is still in the process of assessing the impact on the financial statements of 
these new standards: 

 
IFRS 16 Leases  
In January 2016, the IASB issued IFRS 16 - Leases, which supersedes IAS 17 - Leases. IFRS 16 
establishes principles for the recognition, measurement, presentation and disclosure of leases. The 
standard establishes a single model for lessees to bring leases on-balance sheet while lessor accounting 
remains largely unchanged and retains the finance and operating lease distinctions. IFRS 16 is effective 
for annual periods beginning on or after January 1, 2019, with earlier adoption permitted.  
 
The Company is currently evaluating the impact on IFRS 16 on its financial statements and does not intend 
to early adopt the standard. 
 
Critical Judgments  

The preparation of financial statements in accordance with IFRS requires management to make judgments, 
estimates and assumptions that affect the application of accounting policies and the reported amounts of 
assets, liabilities, revenues and expenses.  

Critical accounting judgments 
The critical judgments that the Company’s management has made in the process of applying the 
Company’s accounting policies that have the most significant effect on the amounts recognized in these 
consolidated financial statements are as follows: 
 
Evaluation of the Company’s ability to continue as a going concern 
Management has applied judgements in the assessment of the Company's ability to continue as a going 
concern when preparing these consolidated financial statements. Management prepares the consolidated 
financial statements on a going concern basis unless management either intends to liquidate the entity or 
to cease trading or has no realistic alternative but to do so. In assessing whether the going concern 
assumption is appropriate, management takes into account all available information about the future, which 
is at least, but is not limited to, twelve months from the end of the reporting period. The assessment of the 
Company’s ability to execute its strategy and finance the operations through achieving positive cash flow 
from operations or by obtaining additional funding through debt or equity financing involves judgments. 
Management monitors future cash requirements to assess the Company’s ability to realize assets and 
discharge its liabilities in the normal course of operations.  
 
Determination of functional currency of the Company 
The functional currency for each of the Company and its subsidiary is the currency of the primary economic 
environment in which each entity operates. The determination of each entity’s functional currency requires 
analyzing facts that are considered primary factors, and if the result is not conclusive, the secondary factors. 
The analysis requires the management to apply significant judgment since primary and secondary factors 
may be mixed. In determining its functional currency the management analyzed both the primary and 
secondary factors, including the currency of each entity’s operating cash flow, and sources of financing.  
 

FINANCIAL INSTRUMENTS 

We are exposed, through our operations, to currency risk, credit risk, liquidity risk and interest rate risk. Our 
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financial instrument risk management policies and strategies are as follows:  
 
Objectives, Policies and Processes  
The Board of Directors of the Company (the “Board”) has overall responsibility for the determination of the 
Company’s risk management objectives and policies. The Board has delegated the authority for designing 
operating processes that ensure the effective implementation of the risk objectives and policies to the 
Company’s finance function. The overall objective of the Board is to set policies that seek to reduce risk as 
far as possible without unduly affecting the Company’s competitiveness and flexibility.  
 
Credit risk 
Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet 
its contractual obligations. The Company’s cash and cash equivalents as well as accounts and other 
receivables are subject to credit risk for a maximum of the amount shown on the consolidated statements 
of financial position. The Company limits its exposure to credit risk on cash and cash equivalents by 
depositing only with reputable financial institutions and limits its exposure to credit risk on accounts and 
other receivables by only working with large and well-funded organizations. Management believes that the 
Company is subject to minimal credit risk. 
 
Liquidity risk 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. 
The purpose of liquidity risk management is to maintain a sufficient amount of cash and cash equivalents 
to meet its liquidity requirements at any point in time.  The Company uses cash to settle its financial 
obligations as they fall due. The ability to do this relies on the Company maintaining sufficient cash on hand 
through equity and debt financing.  
 
Interest rate risk  
Interest rate risk is the risk that the fair value or the future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. The Company is only subject to interest rate risk on its cash 
balance in the bank and there is unlikely to be a material impact on net income (loss) as the bank deposits 
are short term. 
 
Currency risk 
Foreign currency exchange rate risk is the risk that the fair value of future cash flows of a financial 
instrument will fluctuate because of changes in foreign exchange rates. The Company’s functional and 
reporting currency is Canadian dollars. The Company is exposed to currency risk through the financial 
assets and liabilities denominated in currencies other than Canadian Dollars. The Company currently does 
not use derivative instruments to hedge its exposure to the currency risk.   

RISK FACTORS 

We are subject to a number of risks and uncertainties that can significantly affect our business, financial 
condition and future financial performance, as described in the Company’s Annual Information Form for the 
year ended June 30, 2018, which is available on Novoheart’s SEDAR profile at www.sedar.com. The risk 
factors described, as well as risks not currently known to us, could materially adversely affect our future 
business, operations and financial condition and could cause them to differ materially from the estimates 
described in forward-looking statements contained herein. By their nature, forward-looking statements 
involve numerous assumptions and known and unknown risks and uncertainties, of both a general and 
specific nature, that could cause actual results to differ materially from those suggested by the forward-
looking statements or contribute to the possibility that predictions, forecasts or projections will prove to be 
materially inaccurate. 

FURTHER INFORMATION 

Further information relating to the Company, including its annual information form dated October 26, 2018 
for the year ended June 30, 2018, is available online on Novoheart’s SEDAR profile at www.sedar.com.  

 


