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This Management’s Discussion and Analysis (“MD&A”) dated August 22, 2018 should be read in 
conjunction with the audited consolidated financial statements and accompanying notes of Novoheart 
Holdings Inc. (“Novoheart” or “the Company”) for the year ended June 30, 2018 (the “Annual 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 June 30, 2018. Unless otherwise indicated, information contacted in this MD&A is provided 
as at June 30, 2018.   

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; 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.  
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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 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 

On September 27, 2017, Woodrose Ventures Corporation (“Woodrose”) completed the reverse 
takeover (the “RTO”) of all of the issued and outstanding shares in the capital of Novoheart Holdings Ltd. 
(“Old Novoheart”) pursuant to the share exchange agreement dated March 10, 2017, as amended May 
10, 2017, among Woodrose, Old Novoheart and the shareholders of Old Novoheart (the “Old Novoheart 
Shareholders”). Pursuant to the Share Exchange Agreement, the Company issued 68,634,800 Common 
Shares to Old Novoheart Shareholders at a deemed price of $0.50 per Common Share, and each Old 
Novoheart Shareholder received 5,200 Common Shares for each Old Novoheart share held at closing. 
  
Immediately prior to the RTO, the Company effected a consolidation of its share capital on the basis of 
one new share for each 3.56878449 old shares and changed its name from “Woodrose Ventures 
Corporation” to “Novoheart Holdings Inc.”. 
 
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 pharmaceuticals 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 under the symbol “NVH”.  
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BUSINESS HIGHLIGHTS 

 Completion of Phase I of the commercial agreement with Sumocor LLC to develop novel 
therapeutics for heart failure 

 Became a member of the International Consortium Advancing Cardiac Safety in Drug 
Development 

 Novoheart received $400,000 in research funding from the Innovation and Technology 
Commission of Hong Kong 

 Selected as 2018’s “Best New Technology Solution – Drug Development” by MedTech 
Breakthrough 

 Presented at the International Society for Stem Cell Research Annual Meeting 
 Appointed a New Senior Vice President to lead Commercial Development 

 
Completion of Phase I of the commercial agreement with Sumocor LLC to develop novel therapeutics 
for heart failure 
 
On February 14, 2018, Novoheart announced that it had entered into a commercial agreement with 
Sumocor LLC ("Sumocor"), a biotech company based in New York that is focused on the development of 
therapeutics for cardiovascular diseases. Pursuant to the agreement, Novoheart will test Sumocor’s 
candidate therapeutics in three phases on Novoheart’s MyHeartTM Platform. Phase I of the agreement 
focused on intensive toxicity screening of Sumocor’s lead compounds on Novoheart’s MyHeartTM 
Platform, Phase I began in March 2018 and completed in June 2018. As a result, the Company  
recognized $95,124 of revenue for the year ended June 30, 2018. 
 
Joined the International Consortium Advancing Cardiac Safety in Drug Development 
 
On May 31, 2018, Novoheart announced that it became a member of the Cardiac Safety Technical 
Committee of the Health and Environmental Sciences Institute (“HESI”), an industry-led, international 
consortium including major pharmaceutical and biotechnology companies that aims to advance 
innovative approaches for early detection, prediction, and elimination of cardiac risk in drug 
development. Leveraging its established expertise in cardiac toxicity testing with its unique MyHeartTM 
Platform of bioengineered human heart tissues (including the world’s first “human heart-in-a-jar”), 
Novoheart’s membership on the Cardiac Safety Committee and active participation in related working 
groups positions the Company to help define future industry and regulatory standards for effective 
cardiotoxicity screening of all newly developed drugs. 
 
Novoheart received $400,000 in research funding from the Innovation and Technology Commission of 
Hong Kong 
 
In June 2018, the Company was awarded a non-dilutional government grant of C$400,000 from the 
Innovation and Technology Commission (“ITC”) of Hong Kong through its Enterprise Support Scheme 
(“ESS”). The grant has been awarded to Novoheart to further enhance the drug screening capabilities of 
its proprietary human ventricular cardiac tissue strip, as part of its unique MyHeartTM Platform of 
bioengineered human heart tissues. Novoheart expects to begin the granted research starting in the 
second half of 2018. 
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Novoheart selected as 2018’s “Best New Technology Solution – Drug Development” by MedTech 
Breakthrough 
 
On June 30, 2018, MyHeart™ platform was selected as 2018’s “Best New Technology Solution –  
Drug Development” by MedTech Breakthrough, an independent organization that recognizes the top 
companies, technologies and products in the global health and medical technology market. The mission 
of the annual MedTech Breakthrough Awards is to honor excellence and recognize innovation, diligence, 
and success in a range of health and medical technology categories, including Robotics, Clinical 
Administration, Telehealth, Patient Engagement, Electronic Health Records (EHR), mHealth, Medical 
Devices, Medical Data and many more. This year’s program attracted more than 3,000 nominations 
from over 12 different countries across the globe. Previous award winners include HP, Nike, IBM Watson, 
Apple and WebMD. 
 
Presented at the International Society for Stem Cell Research Annual Meeting 
 
On June 22, 2018, Novoheart delivered a presentation, entitled “Modeling Cardiac Dysfunction of 
Friedreich’s Ataxia Using Ventricular Sheets, Tissues and Chambers Engineered from Human Pluripotent 
Stem Cells,” at the Annual Meeting of the International Society for Stem Cell Research in Melbourne, 
Australia. The presentation includes data from research conducted with Pfizer Inc. on a 3D engineered 
human cardiac tissue disease model of Friedreich’s ataxia (“FRDA”), a neurodegenerative disease in 
which patients most often die of heart complications. The new disease model helps capture both 
electrical and mechanical defects of the heart observed in patients with FRDA.  
 
Appointment of New Senior Vice President to Lead Commercial Development  
 
On August 1, 2018, the Company appointed Bill Williams as the Senior Vice President to lead 
Commercial Development. He will be responsible for growing the sales, marketing and business 
development of the Company’s suite of drug discovery tools including the MyHeart™ Platform of human 
bioengineered heart tissues. Prior to Novoheart, Bill Williams was Vice President, Global Sales, 
Marketing and Business Development at Organovo Inc., where he drove a 25-fold increase in annual 
revenue in two years.  

 

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 audited consolidated financial statements for the respective 
years. The financial information has 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 June 30, 2018.  

Years ended June 30, 2018 2017 2016 

Revenue $          95,124 - - 
Cost of sales 38,208 - -- 
Operating loss 7,188,864 2,921,126 1,371,038 
Government grant income 63,383 22,657 54,705 
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Other income 118,303 278,155 85,539 
Non-cash loss on completion of reverse takeover 5,213,597 - - 
Net loss 12,463,044 2,654,046 1,178,400 
    
Net loss per share – basic and diluted $             0.17 0.51 0.51 

    
As at June 30, 2018 2017 2016 

Cash $     1,595,094 1,319,748 2,506,208 
Total assets  4,046,516     2,249,051 2,879,534 
Total long term liabilities  116,072 64,013 92,956 
Shareholders’ equity 2,512,047 1,702,302 230,033 

Results of Operations 

Year ended June 30, 2018 compared to year ended June 30, 2017 

The Company recorded net loss of $12,463,044 (loss per share of $0.17) for the year ended June 30, 
2018 compared to a net loss of $2,654,046 (loss per share of $0.51) for the year ended June 30, 2017. 
The increase in the net loss was due primarily to the completion of the reverse takeover transaction, for 
which the Company incurred a non-cash loss on completion of reverse takeover of $5,213,597. In 
addition, the Company’s intellectual property and patent expenses, general and administrative expenses, 
and share-based compensation expenses increased compared to the year ended June 30, 2017. The 
increase in intellectual property and patent expenses is mainly due to a one-time milestone payment 
paid to the Ichan School of Medicine at Mount Sinai (“MSSM”) pursuant to its intellectual property 
licensing agreement. The increase in general and administrative expenses is primarily due to increases in 
professional and regulatory fees due to the reverse takeover listing, as well as the increase in personnel 
costs resulting from the build-out of the Company’s management team. For share-based compensation 
expenses, there were no such share-based compensation for the year ended June 30, 2017 as no stock 
options were granted prior to fiscal 2018. Refer to details in the “Operating Expenses” section. 
 
Revenue and Cost of Sales 
 
For the year ended June 30, 2018, the Company recorded revenue of $95,124 and cost of sales of 
$38,208, achieving a gross margin of 60%. This is the first time the Company recorded revenue, and a 
corresponding cost of sales. On February 6, 2018, Novoheart entered into a commercial agreement with 
Sumocor LLC. Pursuant to the agreement, Novoheart will test Sumocor’s candidate therapeutics in three 
phases on Novoheart’s MyHeart™ Platform of human bioengineered heart constructs, to provide 
thorough pre-clinical assessment of efficacy and cardiotoxicity in the context of human heart tissues and 
chambers. Phase I of the drug screening services commenced on March 28, 2018 and completed in June 
30, 2018. Cost of sales of $38,208 included labour costs, material costs, and royalties payable for the 
intellectual property licenses required to perform the drug screening services.  
 
Operating Expenses 
 
Operating expenses for 2018 was $7,245,780 compared to operating expense of $2,921,126 for 2017. 
The increase in operating expenses is primarily related to: 
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 Intellectual property and patent expenses increased from $205,369 in 2017 to $420,399 in 2018. 
The increase in intellectual property and patent expenses is mainly due to a one-time milestone 
payment of approximately $200,000 made to the MSSM pursuant to the Company’s 
achievement of a public listing on the TSX-V. The intellectual property licenses from the Icahn 
School of Medicine are exclusive with no termination period, as they are intellectual properties 
developed by Novoheart’s scientific team when they were at the university.   

 General and administrative costs increased from $1,490,412  in 2017 to $3,775,144 in 2018, 
with a breakdown of the major components within general and administrative costs as follows: 

 

For the year ended June 30, 2018 2017 

Personnel costs 1,777,827 778,927 

Professional and regulatory fees 1,041,270 373,144 

General and administrative expenses 383,749 123,521 

Occupancy costs 280,144 86,963 

Travelling expenses 292,154 127,857 

Total  3,775,144 1,490,412 

Overall, the increase in general and administrative expenses was mainly due to increases in 
personnel costs and professional and regulatory fees. Personnel costs increased from $778,927 
in 2017 to $1,777,827 in 2018. This is mainly due the build-out of the Company’s management 
team resulting from the growth of the Company, with the addition of a CEO, a CFO and a CSO in 
Q1 2017, Q3 2017 and Q4 2017 respectively. As such, 2018 was the first year in which the 
Company incurred a full year of personnel costs relating to its management team. Professional 
and regulatory fees increased from $373,144 in 2017 to $1,041,270 mainly due to the legal fees, 
accounting fees, investor relations cost and directors’ and officers’ liability insurance for the 
Company’s reverse takeover transaction and listing on the TSX-V and the Frankfurt Stock 
Exchange.  General and administrative expenses increases increased from $123,521 to $383,749 
mainly as a result of additional public company fees incurred, including fees for services such as 
news release, transfer agent, D&O insurance and fees paid to the TSX. In addition, the expansion 
of the Hong Kong office facility and headcount increased IT expenses, utilities, as well as building 
management costs.  Occupancy costs also increased from $86,963 in 2017 to $280,144 in 2018. 
The increase is due to the expansion of the Company’s lab and office facilities at the Hong Kong 
Science and Technology Park. 
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 Research and development expenses remained relatively flat at $1,152,576 in 2017 and 
$1,478,816 in 2018. A breakdown of the major components within research and development 
expenses as follows: 

For the year ended June 30, 2018 2017 

Personnel costs $    1,092,333 $     466,525 

ITF Project - 308,268 

Lab materials 386,483 179,016 

Sponsored Research Projects - 198,767 

Total  1,478,816 1,152,576 
 
Overall, the research and development expenses remained relatively flat compared to the prior 
year, with only a small increase of $326,240. The increase is due to the  expansion of 
Novoheart’s scientific team resulting in an increase in personnel costs and an increase in lab 
material expenditures for the machine learning project and the development of the Company’s 
multi-organoid bioreactor platform. This increase was offset by a reduction in costs due to the 
completion of the ITF project and the sponsored research projects. . 
 
The ITF Project was a research and development project with the Government of Hong Kong 
Special Administrative Region and the University of Hong Kong. The project streamlined and 
optimized the commercial application of the Company's MyHeart™ Platform and generated 
intellectual property as a result. The Company owns all the intellectual property generated from 
this project, although the project was administered by the University of Hong Kong under the 
direction of the Company’s CEO and CSO, Dr. Ronald Li and Dr. Kevin Costa.  

The Sponsored Research Projects include the Company’s sponsored research agreements with 
MSSM and the Regents of the University of California, Irvine Campus. Pursuant to an agreement 
with MSSM, the Company sponsored MSSM on a research project for exploring new approaches 
to improve the performance and predictive ability of engineered human ventricular cardiac 
tissue strips (hvCTS) and human ventricular cardiac organoid chambers (hvCOC) for reproducing 
the responses of healthy and diseased native human myocardium, and designing, developing 
and testing new bioreactor technologies for improved performance and automation in culturing 
and testing hvCTS and hvCOC, with the aim to deliver more effective tools for therapeutic 
discovery. The Sponsored Research Project with UCI focused on the use of machine learning to 
accelerate analysis of complex, content-rich data, acquired from drug screening studies with the 
Company’s human ventricular cardiac tissue strip (hvCTS), an approach that the Company 
expects can be developed to apply across the MyHeart™ Platform and increase the efficiency of 
drug screening studies. 
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 Novoheart incurred share-based compensation expense of $1,172,403 in 2018. Share-based 
compensation was issued on completion of Novoheart’s reverse takeover listing on September 
27, 2017. There were no such expenses in 2017 as the Company was not publicly listed in 2017. 
During 2018, the Company recorded share-based payments of $1,172,403 including stock 
options and restricted share units.   

Other Income 

The Company earned Other Income of $118,303 in 2018 compared $278,111 in 2017. 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, which covered less than two quarters in 2018 while a 
full year of work was included in 2017. 
 

Year ended June 30, 2017 compared to year ended June 30, 2016 

The Company recorded net loss of $2,654,046 (loss per share of $0.51) for the year ended June 30, 
2017, compared to a net loss of $ 1,178,400 (loss per share of $0.51) for the year ended June 30, 2016. 
The increase in net loss was primarily due to an increase in research and development expenses, 
personnel costs and professional and regulatory fees due to the expansion of the Company’s business, 
offset by an increase in other income resulting from the Company’s contract with Pfizer.  
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RESULTS OF OPERATIONS – FOURTH QUARTER 
 
          Three months ended June 30, 
 2018 2017 

Revenue $                       75,776 - 
Cost of sales 30,390 - 

 45,386 - 
OPERATING EXPENSES   
      Research and development                     517,011 353,073 
      IP and Patent 6,744 20,356 
      General and administrative expenses 1,538,757 327,074 
      Share-based compensation   582,466 - 
      Depreciation 157,873 19,012 

 2,802,851 719,515 
   
LOSS FROM OPERATIONS (2,757,465) (719,515) 

   
Government grants 23,365 5,664 
Other income 7,638 72,698 
Finance income / (expense) 26,253 (506) 
Foreign exchange gain / (loss) (243,120) (30,065) 

 (185,864) 47,791 
   
NET LOSS FOR THE QUARTER 2,943,329 671,724 

   
OTHER COMPREHENSIVE INCOME (LOSS)   
      Foreign currency translation adjustment 208,105 - 

   
COMPREHENSIVE LOSS FOR THE QUARTER 2,735,224 671,724 

   
   
Loss per share – Basic and Diluted  $                   0.03 0.12 

   
Weighted average number of shares outstanding – basic 
and diluted 93,462,025 5,758,933 
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The Company recognized $75,776 in revenue and $30,390 in cost of sales in Q4 relating to Phase 1 of 
the Sumocor agreement achieving a margin of 60%. Phase 1 was completed in June 2018. 

The Company recorded net loss of $2,943,329 (loss per share of $0.03) for the three months ended June 
30, 2018 (“Q4 2018”) compared to a net loss of $671,724 (loss per share of $0.12) for the three months 
ended June 30, 2017 (“Q4 2017”). The increase in the net loss was due primarily to an increase in 
general and administrative expenses in the area of personnel costs and an increase in share-based 
compensation expense.  

Operating expenses for Q4 2018 was $2,802,851 compared to operating expenses of $719,515 for Q4 
2017. The increase in operating expenses is primarily related to an increase in general and 
administrative expenses of $1,211,683 and an increase in share-based compensation expense of 
$582,466. Personnel cost increased as a result of the increase in headcount resulting from the growth of 
the Company. There was no share-based compensation expense in Q4 2017 as the Company was not 
publicly listed until October 2017 and the Company did not issue any share-based compensation until it 
became publicly traded. 

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, which is the functional currency of 
the consolidated entity as at June 30, 2018.  

 2018 2017 

3 months ended Jun 30 Mar 31 Dec 31 Sep 30 Jun 30 Mar 31 Dec 31 Sep 30 

Revenue 75,776 19,348 - -     

Cost of sales (30,390) (7,818) - -     

Operating loss (2,757,465) (1,610,643) (1,737,289) (1,083,467) (719,514) (839,422) (867,165) (495,025) 

Government grant  
    income 23,365 18,331 16,310 5,377 5,664 5,009 6,126 5,858 

Other income 7,638 - 53,856 56,809 72,698 70,186 68,308 66,963 

Net loss (2,943,329) (1,586,471) (1,660,675) (6,272,569) (671,723) (766,094) (780,106) (436,123) 
Net loss per share,  
     basic and 
diluted 

(0.03) (0.02) (0.02) (0.09) (0.12) (0.15) (0.15) (0.23) 

 

The most significant factors affecting the comparability of the quarterly results are described above in 
“Results of Operations” for the year and three months ended June 30, 2018. These include: the non-cash 
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loss on completion of the reverse takeover of $5,213,597 in Q1 2018; the revenue agreement signed 
with Sumocor on February 6, 2018 for drug screening services for which Phase I began in March 2018 
and completed in June 2018; the agreement signed with Pfizer on December 23, 2015 and completed on 
December 17, 2017 that increased research and development expenses and provided other income for 
the Company, the intellectual property licensing agreements signed in calendar year 2017 which 
increased intellectual property and patent expenses; the increase in both scientific and management 
headcount resulting from the growth of the Company; the increase in professional and regulatory fees 
as a result of the reverse takeover listing; and the issuance of stock options and restricted share units 
since the reverse takeover listing resulting in share-based compensation for the first time in Q1 2018.  
The Company completed a nonbrokered private placement of subscription offering for gross proceeds of 
$7,150,000 which was completed concurrently with the reverse takeover transaction, offset by share 
issuance costs, net cash used in operating activities of $4,777,820 for the year ended June 30, 2018, and 
cash used in the expansion of the Company’s lab and office facility in Hong Kong. Cash used in the 
expansion of the Company’s lab and office facility in Hong Kong is reflected in cash used in investing 
activities, which amount to $1,714,320 for the year ended June 30, 2018. 

 

LIQUIDITY AND CAPITAL RESOURCES 

Cash Flow 

At June 30, 2018, the Company had $1,595,094 in cash and cash equivalents, compared to $1,319,748 at 
June 30, 2017. The cash balance is relatively consistent compared to the prior year.   

Cash used in operating activities 

Cash used in operating activities in 2018 was $4,777,820, an increase of $1,608,326 from $3,169,494 in 
2017. The increase in cash used was due preliminary to an increase in net loss before depreciation and 
non-cash expenses of $5,678,026, offset by a decrease in working capital.  

Cash used in investing activities 

Cash used in investing activities in 2018 was $1,714,320, an increase of $1,659,181 from $55,139 in 2017. 
The increase was mainly related to the construction and furnishing of the new lab and office facility in 
Hong Kong. No such expenses were incurred in 2017.   

Cash used in financing activities 

Net cash provided by financing activities was $6,776,644 in 2018 as a result of 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. In 2017, 
net cash provided by financing activities amounts to $2,067,445, net of share issuance costs.   

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 $336,209, including service charges. The lease expires on July 30, 2020.   
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The Company has intellectual property licensing agreements with the University of California, Irvine, 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 $213,700 ($138,276 of which is payable over the next twelve months and 
$75,424 of which is payable over two years) and annual maintenance fees. The Company is committed 
to paying annual maintenance fees of approximately $7,620 in 2019, $8,890 in 2020, $18,415 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 $25,400 and $27,940 per year starting in calendar years 2018 and 
2017 respectively. 
 
Capital Resources 
 
As mentioned, the Company has generated negative cash flows from operations in 2018 and at the end 
of fiscal 2018, the Company had $1,595,094 of cash on hand and non-cash working capital deficit of 
$490,904 compared to non-cash working capital of $231,633 at June 30, 2017. 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.  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, 
supplemented with capital markets financing or a scaling back of expenses, 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 of 2018, 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 will 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 
financings be required.   
 
Share Capital 
At June 30, 2018, the Company had cash of $1,595,094. As of the date of this MD&A, the Company has 
93,462,025 common shares issued and outstanding, as well as 6,977,098 common shares issuable upon 
the exercise of outstanding stock options (of which none are exercisable) at an exercise price of $0.50 
per share and the issuance of vested restricted share units. The Company also has 972,037 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.   
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TRANSACTIONS WITH RELATED PARTIES 

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

As at June 30, 2018, there is a due from related parties balance of $nil (2017 – $13,874) and a due to 
related parties balance of $60,684 (2017 – $64,013). 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 and Chief Financial Officer, as its key management personnel. Compensation awarded to key 
management amounted to $1,331,255 for the year ended June 30, 2018. Compensation includes bonus 
payment of $504,117 paid to key management personnel for achievements in fiscal year 2018 and the 
Company milestone of public listing. Share-based payments awarded to key management amounted to 
$678,165. In 2017, compensation awarded to key management only included compensation to the Chief 
Operating Officer and amounted to $686,799.   
 
At June 30, 2018, the Company owes its Chief Financial Officer $8,899 in reimbursement expenses, its 
Chief Scientific Officer $25,354 three months of consulting fees, and its Chief Operating Officer $22,865 
one month of consulting fee. In addition, the Company’s Chief Executive Officer owes the Company 
$6,018, which was advanced to him for future expenses he is expected to incur on behalf of the 
Company.  
 

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 Company has elected to early adopt IFRS 15 Revenue from Contracts with Customers as 
at July 1, 2017, as detailed in Note 3 of the Financial Statements. The effect of initially applying these 
standards did not have a material impact. 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: 

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: 
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IFRS 9 Financial instruments 
In July 2014, the IASB issued the complete IFRS 9 - Financial Instruments (“IFRS 9”). IFRS 9 introduces 
new requirements for the classification and measurements of financial assets. Under IFRS 9, financial 
assets are classified and measured based on the business model in which they are held and the 
characteristics of their contractual cash flows. The standard introduces additional changes relating to 
financial liabilities and amends the impairment model by introducing a new “expected credit loss” 
model for calculating impairment.  IFRS 9 aligns hedge accounting more closely with risk management. 
This does not fundamentally change the types of hedging relationships or the requirement to measure 
and recognize ineffectiveness, however it will provide more hedging strategies that are used for risk 
management to qualify for hedge accounting and introduce more judgment to assess the effectiveness 
of a hedging relationship. Special transitional requirements have been set for the application of the new 
general hedging model.  IFRS 9 is effective for annual periods beginning on or after January 1, 2018 and 
must be applied retrospectively with some exemptions. 
 
The Company will adopt IFRS 9 in its financial statements for the annual period beginning on July 1, 
2018. The Company has evaluated the impact of IFRS 9 and has determined that IFRS 9 will not have a 
significant impact on the Company. The Company is continuing to evaluate the impact of disclosures to 
its future consolidated financial statements. 
 
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, but only if also 
applying IFRS 15 - Revenue from contracts with Customers.  
 
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 
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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 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. 
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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 recent Annual Information 
Form, 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, is available online 
on Novoheart’s SEDAR profile at www.sedar.com.  


