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MANAGEMENT DISCUSSION AND ANALYSIS 
 
This Management Discussion and Analysis (“MD&A”) provides a detailed analysis of the business of Vodis 
Pharmaceuticals Inc. (formerly Southbridge Resources Corp.) (“Vodis” or the “Company”) and compares 
the Company’s 2016 financial results with those of the previous years. This MD&A should be read in 
conjunction with the Company’s audited consolidated financial statements and the related notes for the 
year ended March 31, 2016 which have been prepared under International Financial Reporting Standards 
(“IFRS”). 
 
Additional information relevant to the Company’s activities can be found on SEDAR at www.sedar.com, the 
Canadian Securities Exchange (“CSE”) web site at www.thecse.ca and the Company’s website at 
www.vodis.ca.  All dollar amounts included therein and in the following MD&A are in Canadian dollars, the 
reporting and functional currency of the Company, except where noted. The MD&A contains information up 
to and including August 2, 2016 (the “Report Date”). 
 
FORWARD-LOOKING STATEMENTS 
 
Certain statements contained in this MD&A may constitute “forward-looking statements”. Such term is 
defined in applicable securities laws. The forward-looking information includes, without limitation, the 
granting of a MMPR license and other similar statements concerning anticipated future events, conditions 
or results that are not historical facts. These statements reflect management’s current estimates, beliefs, 
intentions and expectations; they are not guarantees of future performance. The Company cautions that all 
forward-looking information is inherently uncertain and that actual performance may be affected by a 
number of material factors, many of which are beyond the Company’s control. Such factors include, among 
others, risks relating to the Company passing an inspection at its facility in Delta, BC, the ability of the 
Company to obtain additional financing; the Company's limited operating history; the need to comply with 
environmental and governmental regulations; fluctuations in currency exchange rates; operating hazards 
and risks; competition; and other risks and uncertainties. Although the Company has attempted to identify 
important factors that could cause actual actions, events or results to differ materially from those described 
in forward-looking information, there may be other factors that cause actions, events or results not to be as 
anticipated, estimated or intended. Accordingly, actual future events, conditions and results may differ 
materially from the estimates, beliefs, intentions and expectations expressed or implied in the forward-
looking information. All statements are made as of the Report Date and, except as required by law, the 
Company is under no obligation to update or alter any forward-looking information. 
 
OVERVIEW 
 
The Company was incorporated on October 31, 2011.  On July 28, 2014, the Company completed a 
reverse takeover with 0962559 B.C. Ltd., issuing 36,000,000 common shares for 100% of the outstanding 
common shares of 0962559 BC Ltd. As a result, the Company is now engaged in the application stage of 
producing medical marijuana at its facility located in Delta, British Columbia and developing turnkey indoor 
production facilities for approved marijuana license holders in State of Washington. The Company is 
currently active in Canada and the United States. The Company is a reporting issuer in British Columbia 
and Ontario, and trades on the CSE under the symbol “VP” and the Frankfort Stock Exchange under the 
symbol “1JV”. 
 
OVERALL PERFORMANCE 
 
Corporate Highlights: 
 
As at the Report Date, the Company:  
 
• continued to provide Health Canada with notices of its readiness for a final inspection at its facility 

located in Delta, BC. 
• completed private placements for gross proceeds of $1,677,420. 
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• entered into a lease to own agreement for its facility located in Washington. 
• entered into a sublease with a Tier 2 tenant in the State of Washington. 
• entered into a loan agreement in the principal amount of $100,000 (paid $100,000). 
• appointed Ivan Miliovski as CEO of the Company. 
• completed all three phases of construction of its facility located in the State of Washington. 
• passed the requirements of the Washington State Liquor and Cannabis Board (“WSLCB”) at the 

turnkey indoor grow facility. 
• Issued 3,631,296 common shares to settle $594,980 in outstanding debt owed to insiders, employees 

and consultants. 
 
Canada 
 
The Company seeks to produce and distribute cannabis product in Canada as part of the new Marihuana 
for Medical Purpose Regulation (“MMPR”) program has applied for a producer's license. The Company is 
required to make significant investments towards the application, construction and training in addition to 
being required to pass an inspection upon Health Canada’s arrival. The process for review of the 
application by Health Canada is as follows:  

 
Step 1: Preliminary screening  
Step 2: Enhanced screening  
Step 3: Security clearance  
Step 4: Review  
Step 5: Ready-to-build letter  
Step 6: Pre-licence inspection  
Step 7: Licensing  

 
The Company has completed the first five steps in the process. Upon receipt of a "Ready to Build" comfort 
letter from Health Canada confirming that the documentation supplied meets MMPR, the Company leased 
a facility in Delta, BC. The Company undertook significant construction and enhancement of the Delta 
facility. During the year ended March 31, 2016, the Company incurred $77,554 (March 31, 2015 - 
$621,573) in leasehold construction and is currently awaiting a date for inspection from Health Canada to 
become a licensed producer under the new MMPR.  There is no guarantee that the MMPR license will be 
granted. 
 
With the new MMPR regulations coming into force on April 1, 2014, there is considerable uncertainty 
surrounding the supply and demand for medical marijuana in Canada. The previous licensing regulation, 
which ended on March 31, 2014, allowed previously licensed users (“Patients”) to grow small quantities of 
marijuana for their personal use. Although it is the intent of MMPR to eliminate the production of marijuana 
by Patients, an injunction has been obtained by a group of Patients in British Columbia to stay this aspect 
of the regulation pending a full hearing. As a result, Patients will continue to be able to grow small quantities 
of marijuana for their personal use until the hearing date, and possibly longer. Under MMPR, licensed 
producers are allowed to sell and deliver their products to all Patients in Canada; there are approximately 
40,000 Patients across Canada.  Further information can be viewed at the Health Canada website at: 
http://www.hc-sc.gc.ca/dhp-mps/marihuana/info/index-eng.php. 
 
United States 
 
In November 2012, the WSLCB passed Initiative 502 (I-502), pursuant to a vote by the people of the State 
of Washington. I-502 authorized the WSLCB to regulate and tax recreational marijuana products for 
persons over 21 years of age and thereby created a new industry for the growing, processing and selling of 
recreational marijuana products regulated by the State of Washington. In the State of Washington, a 
Marijuana Producer Tier I is allowed to grow up to two thousand square feet of canopy space. Whereas a 
Marijuana Producer Tier II is allowed to grow up to ten thousand square feet of plant canopy. A recent 
WSLCB-commissioned report by the Rand organization suggests that there are currently up to 700,000 
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recreational marijuana users in the State of Washington worth approximately US$1.25-billion to 
US$1.5-billion in annual sales. 
 
While the Company or its subsidiaries cannot have any interest whatsoever in any proceeds as a result of 
production, processing or retail activities in the United States, it can license its brand, production and 
consulting services to approved State of Washington license holders to ensure that all products produced 
under the Vodis program and/or associated under the brand meet or exceed the Vodis brand quality 
standards. 
 
The Company, through a wholly owned subsidiary, Vodis USA, Inc. (“Vodis USA”), has invested in and 
develops real estate in the State of Washington for the purpose of serving licensed I-502 production and 
processing businesses. Vodis USA, Inc. intends to acquire real estate, retrofit buildings and provide 
production ready facilities to qualified I-502 cannabis tier 1, 2 or 3 production and processing license 
holders.  
 
In addition to providing specialized facilities to I-502 producers and processors, the Company will license its 
growing techniques, standard operating procedures and innovative manufacturing practices to further assist 
license holders with their production and processing operations. The Company believes these services will 
create synergies and advantages that will provide for significant and long-term revenue for the license 
holder and, in turn, to the Company.  
 
During the year ended March 31, 2016, the Company, through its subsidiary, Vodis USA, entered into an 
option to purchase agreement (the “Option Agreement”) with D&B Land Holdings LLC (“D&B”), whereby 
Vodis USA has an option to purchase the property located in the State of Washington, USA (the 
“Property”).  The Option Agreement has a term of 5 years. In order to keep the Option Agreement in good 
standing, the Company must pay the monthly payments pursuant to a lease agreement between Vodis 
USA (US$79,232 paid) and D&B, pay US$150,973 (paid); and pay US$500 per month in management 
fees. 
 
During the year ended March 31, 2016, the Company, through Vodis USA, entered into a purchase and 
sale agreement with D&B, whereby the obligations under the purchase and sale agreement are conditioned 
upon Vodis USA exercising the Option Agreement.  The total purchase price will be US$1,550,000 
(“Purchase Price”). All payments made under the Option Agreement will be credited towards the Purchase 
Price (“Applied Credits”).  The purchase price will increase by US$20,000 at the end of each year following 
the date of the purchase and sale agreement if Vodis USA does not exercise their option to purchase the 
Property by the end of any one of each twelve month period up to a maximum of US$100,000 (“Purchase 
Price Increase”). If, at any time Vodis elects to exercise their option to purchase the Property, the amount 
owing under the D&B loan on the Property is greater than the Purchase Price after the Applied Payments, 
D&B and Vodis agree to reduce either (i) the amount owed under the promissory note with David C. Ebenal 
(See Liquidity) or (ii) the Purchase Price Increase by the difference between the amount owed under the 
D&B loan and the Purchase Price. 
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During the year ended March 31, 2016, the Company, through Vodis USA, entered into a lease agreement 
for the Property. The lease agreement will expire the earlier of the exercise of the Option Agreement or 
April 3, 2020 (“Master Lease”). Using an interest rate of 6%, the present value of the minimum lease 
payment and the payment required to exercise the option at inception was $1,553,371. 
 

 

Monthly lease payments within one year $ 192,935 

Monthly lease payments after one year but not more than five years  463,044 

Payment required to exercise option to purchase       1,553,371 

Total payment $      2,209,349 

 
 
During the year ended March 31, 2016, the Company entered into a sublease agreement with Our Church 
International LLC, licensed Tier 2 tenant, (the “Tenant”) to sublet the property leased by Vodis USA under 
the Master Lease.  The lease with the Tenant expires on the earlier of one day prior to the termination of 
the Master Lease if the Company does not exercise the option to purchase the investment property or April 
30, 2035. 
 
Pursuant to the sublease agreement, the Company designed and developed the production facility for the 
Tenant. During the year ended March 31, 2016, the Company incurred $270,332 (March 31, 2015 - $Nil) in 
leasehold construction on the Property.  The Company has implemented three technologies that are 
expected to make positive contributions to the Tenant’s production yields and profitability, including: 
 

Lighting Systems – The Company installed LED lighting systems that generate less heat, 
conserve energy and save on operating costs when compared to lighting systems 
traditionally used by the marijuana industry. 
 
Air Conditioning System – The Company has installed an AC system that improves the 
growing environment through temperature and humidity controls, as well as ensuring that 
odors from marijuana production do not leave the building. 
 
Security System – The Company has leveraged its expertise in building a system meeting 
Health Canada’s rigorous security requirements, and deployed a world-class security 
system at its facility in the State of Washington. 

 
PROPOSED TRANSACTIONS 
 
In the normal course of business, the Company evaluates transactions and in some cases makes 
proposals in these transactions.  These proposals, which are usually subject to board, regulatory and 
sometimes shareholder approvals, may involve future payments, share issuances and commitments.  
These future obligations are usually contingent in nature and generally the Company is only required to 
incur the obligation if it wishes to continue with the transaction.  As of this date, the Company continues to 
actively target sources of additional financing through alliances with financial entities and to develop its 
turnkey indoor production facilities.  
 
FUTURE PLANS 
 
The Company intends to leverage its expertise in building out a successful revenue model in the State of 
Washington and use similar approaches in other states that are regulating and legalizing medical or 
recreational marijuana use. The Company has started undertaking discussions with interested partners in 
other states. 
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SUMMARY OFANNUAL AND QUARTERLY RESULTS 
 
The following table sets out selected annual financial information of Vodis. The Company’s annual financial 
statements are prepared in accordance with IFRS and are expressed in Canadian dollars. 
 
 March 31, 

2016 
$ 

March 31, 
2015 

$ 

March 31, 
2014 

$ 
Rental income 82,661 -    -    
General and administrative expenses (2,030,663) (2,027,554) (12,030) 
Loss on debt settlement (70,681) -    -    
Stock-based payments (461,732) (395,824) -    
Other comprehensive loss (4,168) -    -    
Comprehensive loss and Loss for the year (2,484,601) (2,423,378) (12,030) 
Net loss per share, basic and fully diluted (0.04) (0.06) (0.41) 
Total assets 3,063,930 1,056,389 9,327 
Total non-current liabilities 1,616,986 -    -    
Shareholders’ equity 379,584 265,036 (11,335) 

 
The following table sets out selected quarterly financial information derived from the Company’s unaudited 
condensed consolidated interim financial statements, for each of the eight recently completed quarters, 
which have been prepared in accordance with IFRS. This requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period. Significant areas requiring the use of management estimates relate to the 
deferral and valuation of exploration expenditures. Actual results could differ from these estimates.  
 

 
 
 
 

Period 

 
 

Rental 
revenue 

$ 

 
 

General 
admin 

$ 

 
 

Share-
based 

payments 
$ 

 
 
 
 
 

Other items 

 
 
 

Loss for 
the period 

$ 

Net loss per 
share, basic 

and fully 
diluted 

$ 

March 31, 2016 (111,600)  (510,106) (210,567) (70,681) (902,954) (0.01) 
December 31, 2015 117,770  (456,928) (150,633) -    (489,791) (0.01) 
September 30, 2015 76,491  (1,015,490) (76,207) -    (1,015,206) (0.02) 
June 30, 2015 -     (48,139) (24,325) -    (72,464) (0.01) 
March 31, 2015 -     (1,161,120) (199,457) -    (1,360,577) (0.03) 
December 31, 2014 -     (470,750) (81,343) -    (552,093) (0.02) 
September 30, 2014 -     (316,737) (115,024) -    (431,761) (0.05) 
June 30, 2014 -     (78,947) -    -   (78,947) (0.01) 

 
The Company’s future financial success will be dependent upon the ability to obtain necessary financing to 
complete its plan in building out a successful revenue model in a turnkey indoor production facilities for 
approved marijuana license holders and being granted a producer’s licence under the new MMPR.  Such 
developments and receipt of a producer's license under MMPR may take years, if granted at all, to 
complete and the amount of resulting income, if any, is impossible to determine. 
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RESULTS OF OPERATIONS 
 
Year Ended March 31, 2016 Compared to Year Ended March 31, 2015 
 
Loss and comprehensive loss for the year ended March 31, 2016 increased by $61,223. The change was 
primarily due to the following: 
 

• General and administrative costs of $2,954,127 (2015 - $2,027,554) increased due to the increase 
in Company activity resulting from the Company investing in and developing real estate in the State 
of Washington; 

• Rental revenue of $82,661 (2015 - $Nil) resulting from the sublease entered into in relation to the 
turnkey indoor production facility located in the State of Washington. 

• Non-cash share-based payment of $461,732 (2015 - $395,824) recorded during the year ended 
March 31, 2016. 

 
Three Months Ended March 31, 2016 Compared To Three Months Ended March 31, 2015 
 
Loss and comprehensive loss for the three months ended March 31, 2016 decreased by $453,437. The 
change was primarily due to the following: 
 

• General and administrative costs of $510,106 (2015 - $554,576) decreased resulting from the 
restatement of 2015 expenditures of $339,366.  The Company’s activity increased due to the 
investment in and development of the real estate in the State of Washington. 

• Rental revenue of $(111,600) (2015 - $Nil) resulting from unable to collect rent pursuant to the 
sublease entered into in relation to the turnkey indoor production facility located in the State of 
Washington. 

• Non-cash share-based payment of $210,567 (2015 - $199,458) recorded during the three months 
ended March 31, 2016. 

 
LIQUIDITY 
 
The Company started 2016 with a working capital deficit of $356,537, and as at March 31, 2016, the 
Company had a working capital deficit of $830,975. The increase in the working capital deficit of $474,438 
was primarily due to: 
 
• completion of private placement for net proceeds of $1,612,206; 
• cash finders’ fee paid of $108,940; 
• funds received in connection with the notes payable of $100,000 (paid $50,000); 
• current portion of notes payable  of $55,000; 
• current portion of finance lease liability of $192,935; 
• rental revenue of $81,662; and 
• general and administrative expenses of $2,954,127 which decreased the Company’s cash balance. 
 
Recent developments in the capital markets have restricted access to debt and equity financing for many 
companies. As the Company has no significant income, cash balances will continue to decline as the 
Company utilizes these funds to conduct its operations, unless replenished by capital fundraising. 
 

 March 31
2016

March 31,
2015

   
Working deficit $ (830,975) $ (356,537) 
Deficit  (4,741,300)  (2,442,135) 
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During the period, the Company, through Vodis USA, Inc., entered into a promissory note with David C. 
Ebenal (the “Holder”). Under the terms of the promissory note, Vodis USA must pay US$250,000 to the 
Holder.  The promissory note bears interest at a rate equal to zero percent per annum with annual 
payments to be made of $50,000 per year. 
 
During the year ended March 31, 2016, the Company entered into a promissory note (the “Note”) with 
Argentas Holdings Ltd. (“Argentas”).  Under the terms of the Note, Argentas advanced $100,000 to the 
Company.  The Company must pay interest payment over five months totaling $35,000 ($30,000 paid).  
Unpaid principal and interest payments will accrue interest at the rate of 12% per annum or the maximum 
rate allowed by law, whichever is less. The principal amount together with any and all unpaid interest is 
payable in full on January 30, 2016.  The Note is secured by a security interest to Argentas over Vodis USA 
assets. In addition, Vodis USA entered into an assignment agreement with Argentas related to an Option 
Agreement to purchase the Property. In consideration of the loan, the Company has issued 750,000 
warrants, with each warrant entitling Argentas to purchase one common share of the Company at a price of 
$0.18 expiring July 30, 2020. The warrants will vest over a period of 6 months. Any warrants that have not 
vested upon the repayment in full of all amounts due under the Note, be void and of no valid or binding 
effect. As at March 31, 2016, the warrants were fully vested. A value of $155,570 was assigned to the 
warrants using the Black-Scholes option pricing model with the following assumptions: dividend yield – 0%; 
volatility 141.85%; risk-free interest rate – 0.82% and an expected life of 5 years. 
 
The Company completed a non-brokered private placement of 2,260,000 common shares at a price of 
$0.10 per share for gross proceeds of $226,000.  The Company paid a finders’ fee of $7,070 and issued 
70,700 non-transferable warrants. (“Finders’ Warrants”)  Each Finders’ Warrants will entitle the holder to 
purchase one additional common share of the Company at a price of $0.25 expiring on April 13, 2017.  The 
Finders’ Warrants were recorded at a fair value of $5,669. 
 
The Company entered into several debt settlement agreements. The debt settlement agreements provided 
for the issuance of 1,858,358 common shares at $0.19 per share with a value of $353,088.  Of which 
188,652 common shares with a value of $18,865 were issued to an executive director of the Company. 
$167,252 of loss on settlement was recognized 
 
The Company entered into a debt settlement agreement with Jacob Securities Inc.  The debt settlement 
agreement provided for the issuance of 171,406 common shares at $0.29 per share with a value of 
$49,708.  $5,142 of gain on settlement was recognized. 
 
The Company entered into several debt settlement agreements with executive directors and officers. The 
debt settlement agreements provided for the issuance of 1,135,214 common shares at $0.12 per share with 
a value of $136,226.  $68,112 of gain on settlement was recognized.  
 
The Company completed a non-brokered private placement of 3,409,200 units at a price of $0.10 per unit 
for gross proceeds of $340,920.  Each unit consisted of one common share and warrant to purchase an 
additional common share at a price of $0.15 until September 30, 2017.  Any time after February 1, 2016, 
the warrants will expire 30 days after the Company gives notice to the warrant holders that the closing 
market price of the Company’s shares have been above $1.00 for 10 consecutive trading days. The 
Company incurred other share issuance costs of $12,790. 
 
The Company has completed a non-brokered private placement of 11,105,000 common shares of the 
Company at a price of $0.10 for gross proceed of $1,110,500.  The Company paid finders’ fee of $98,550 
and issued 1,000,500 non-transferable share purchase warrants (“Finders’ Warrants”) to several finders 
with a fair value of $139,400.  Each Finders’ Warrants entitles the holder to purchase one additional 
common share of the Company at an exercise price of $0.10 for a two year period. 217,000 expiring on 
November 6, 2017, 432,500 expiring on November 20, 2017 and 351,000 expiring on December 17, 2017. 
The Company incurred other share issuance costs of $3,924. 
 
The Company entered into a debt settlement agreement with an executive director. The debt settlement 
agreements provided for the issuance of 466,318 common shares at $0.12 per share with a value of 
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$55,958.  $23,316 of gain on settlement was recognized.  326,422 bonus shares were issued at $0.12 per 
share with a value of $39,170. 
 
 
CAPITAL RESOURCES 
 
The Company has not yet realized profitable operations and it has relied on non-operational sources of 
financing to fund operations. The ability of the Company to achieve its objectives, meet its ongoing 
obligations and recover its investments in turnkey indoor production facilities and other assets will depend 
on management’s ability to successfully execute its business plan, achieve profitable operations and obtain 
additional financing, if or when required.  There is no assurance that these initiatives will be successful. 
 
The Company has invested in and develops real estate in the State of Washington for the purpose of 
serving licensed I-502 production and processing businesses. The Company intends to acquire real estate, 
retrofit buildings and provide production ready facilities to qualified I-502 cannabis production and 
processing license holders.  This is expected to result in rental revenue.   
 
RELATED PARTY DISCLOSURES 
 
Key management personnel are the persons responsible for the planning, directing and controlling the 
activities of the Company and includes both executive and non-executive directors, and entities controlled 
by such persons. The Company considers all Directors and Officers of the Company to be key 
management personnel. 
 
The following transactions were carried out with related parties: 
 
Purchases of Services 
 
 March 31, 2016 March 31, 2015 
 $ $ 
A company related to CEO of the Company, for 
revenue 

 
 (51,271) 

 
 -   

A law firm in which a director of the Company’ 
subsidiary is a partner, for legal expenses 

 
 306,214 

 
 33,115    

A law firm in which a director of the Company is a 
partner, for legal expenses 

 
 17,781 

 
 -    

A director of the Company’s subsidiary, for 
consulting expenses 

 
 49,038 

 
 -  

  321,762  33,115 
 
Key management compensation 
 
Key management includes directors (executive and non-executive) and senior officers of the Company. The 
compensation paid or payable to key management for employee services is shown below: 
 
 March 31, 

2016 
March 31, 

2015 
 $ $ 
Salary and benefits to executive directors and officers of the Company  240,564  172,011 
Bonus shares  39,170  - 
Share-based payments  131,899  233,899 
  411,633  405,910 
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Accounts receivable from related parties 
 
 March 31, 

2016 
March 31, 

2015 
 $ $ 
Due from Otto Folpretch, an executive director, for a loan  30,000  -    
Due from an entity controlled by Ivan Miliovski, an executive director, 
for expenses for expenses paid 

 
 76,487 

 
 -    

Due from an entity controlled by Ivan Miliovski, an executive director, 
for expenses paid 

 
 10,000 

 
 -    

  116,487  -    
 
Accounts payable to related parties 
 
 March 31, 2016 March 31, 

2015 
 $ $ 
Due from entities whereby directors of the Company, are partner, 
for legal services 

 
 214,153 

 
 -    

Due to a director of the Company’s subsidiary, for consulting fees  10,821  -    
Due to an executive director, for operating expenses  125,885  196,380 
  350,859  196,380 

 
OUTSTANDING SHARE DATA 
 
The authorized share capital of the Company is unlimited common shares, without par value. As at the 
Report Date, there were 77,068,168 (March 31, 2015 – 56,336,250) common shares outstanding. 
 
As at the Report Date, the following stock options were outstanding: 
 

 
 

Exercise 
Price  

Number of 
Shares 

Issuable on 
Exercise 

 
 
 
Expiry Date 

   
$0.10 200,000 September 1, 2020 
$0.12 550,000 November 26, 2020 
$0.15 750,000 October 22, 2017 
$0.19 1,000,000 January 6, 2021 
$0.40 500,000 August 8, 2024 
$0.58 200,000 September 8, 2024 

 3,200,000  
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As at the Report Date, the following warrants were outstanding: 
 

 
Exercise 

price 

Balance, 
Report  

Date 

 
 
Expiry date 

$0.80 911,875 August 22, 2016 
$0.80 683,350 September 30, 2016 
$0.25 322,000 March 31, 2017 
$0.25 70,700 April 13, 2017 
$0.18 750,000 July 30, 2020 
$0.15 3,409,200 September 30, 2017 
$0.10 217,000 November 6, 2017 
$0.10 432,500 November 20, 2017 
$0.10 351,000 December 17, 2017 

 7,147,625 
 
MANAGEMENT OF CAPITAL 
 
The Company’s objective when managing capital is to safeguard its ability to continue as a going concern in order to 
provide returns for shareholders and benefits for other stakeholders and to maintain optimal capital structure to reduce 
to the cost of capital. The Company’s capital is composed of equity in the statement of financial position. 

The Company is not subject to externally imposed capital requirements. In managing capital structure, the Company 
manages its capital through regular reports to the Board of Directors, as well as management review of monthly or 
quarterly financial information. The Company issues new equity financing as needed and available. Additional 
information relating to capital management is given in the nature and continuance of operations. 

There was no change to the Company’s approach to management of capital during the year ended March 31, 2016. 

 
FINANCIAL INSTRUMENTS 
 
The Company is exposed to various financial instrument risks and assesses the impact and likelihood of 
this exposure.  These risks include liquidity, credit, currency, interest rate, and price risks.  Where material, 
these risks are reviewed and monitored by the Board of Directors. 
 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will not be able to meet its obligations associated with its financial 
liabilities. The Company has historically relied upon equity financings to satisfy its capital requirements and 
will continue to depend upon equity capital and possibly loans to finance its activities. The Company 
manages liquidity risk through its capital management as outlined..   
 
Credit Risk 
 
Credit risk is the risk of potential loss to the Company if the counterparty to a financial instrument or 
customer contract fails to meet its contractual obligations.  The Company’s credit risk is primarily 
attributable to its liquid financial assets including cash and receivables.  The Company limits exposure to 
credit risk on liquid financial assets through maintaining its cash with high-credit quality financial institutions.  
The Company is directly exposed to credit risk from its receivables. The Company maximum exposure to 
credit risk is limited to the carrying amount of financial assets recognized as at March 31, 2016. 

The majority of the Company’s cash is held with major Canadian based financial institutions. 
 
Currency Risk 



Management’s Discussion and Analysis 
Vodis Pharmaceuticals Inc. 

March 31, 2016 
 

 
Page 11 

 
Currency risk is the risk that the fair values of future cash flows of a financial instrument will fluctuate because they are 
denominated in currencies that differ from the respective functional currency.   

The Company and its subsidiaries did not enter into significant transactions that were not denominated in their 
functional currencies and is therefore not expose to currency risks.   
 
The Company has not entered into any agreements or purchased any instruments to hedge possible 
currency risks at this time. 
 
Interest Rate Risk 
 
Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes 
in market interest rates. Current cash is generally not exposed to interest rate risk because of their short-term maturity.  
The Company’s other financial instruments have interest at fixed rates and therefore not exposed to interest rate risk.  

 
Price Risk 
 
Equity price risk is defined as the potential adverse impact on the Company’s earnings due to movements in individual 
equity prices.  The Company is not exposed to price risk. 
 
Fair Value 
 
The Company classifies its fair value measurements in accordance with the three-level fair value hierarchy 
as follows:  
 

Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities;  
Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly 

or indirectly; and  
Level 3 – Inputs that are not based on observable market data. 
 

The fair values of cash is based on level 1 of the fair value hierarchy.  
The fair values of cash is based on level 1 of the fair value hierarchy.  

 
RISK AND UNCERTAINTIES 
 
Risk is inherent in all business activities and cannot be entirely eliminated. Our goal is to enable the 
Company’s business processes and opportunities by ensuring that the risks arising from our business 
activities, the markets and political environments in which we operate is mitigated.  The risks and 
uncertainties described in this section are considered by management to be most important in the context 
of the Company’s business. The risks and uncertainties described are not inclusive of all the risks and 
uncertainties the Company may be subject to and other risks may apply.  
 
Grant of License  
 
The Company has applied for a license from Health Canada to become a Licensed Producer (“License”) 
under the Marihuana for Medical Purposes Regulation. In order to satisfy the requirements for the final 
grant of the License, the Company must complete certain milestones to the satisfaction of Health Canada. 
The completion of these milestones may take longer than planned and cost more than the amount the 
Company has budgeted. In addition, there is no assurance that the Company will be granted the License 
and this would materially adversely affect the Company’s operations and the Company would need to 
revise its business plan accordingly.  
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License Requirements  
 
The Office of Controlled Substances of Health Canada (`OCS Health Canada`) issued a guidance 
document on June 19, 2013 regarding the completion of an application to become a Licensed Producer 
under MMPR (“Producer”).  
 
A Producer must:  

1. submit an application in the required form with all sections completed.  
2.  obtain Security Clearance for all senior and responsible individuals involved with the Company and 

who will work at the proposed site.  
3. the proposed site for operations must be located in indoors, be used exclusively by the Producer and 

comply with all the technical details of the Production Security and the Physical Security directives 
stipulated under the requirements of MMPR. This includes requirements such as constant visual 
monitoring and recording, perimeter security and access control, and intrusion detection, monitoring 
and reporting.  

4. contact and notify the local police force, fire authority and government of the Producer’s intention to 
submit an application.  

5. identify and submit documentation attesting to the training, experience and technical knowledge of 
the person designated to assure the quality of the dried marijuana before it is made available for 
sale.  

6. provide a report establishing that the buildings, equipment and sanitation program comply with the 
regulatory requirements.  

7. describe, in details, the reporting system to be used to meet the reporting requirements of Health 
Canada.  

8. prior to the grant of the License the Producer must obtain the approval of Health Canada to a pre-
licence compliance inspection. 

 
The Company submitted an application to Health Canada in the required form and on January 15, 2014 
received a letter from Health Canada indicating compliance of the Vodis application to the above Producer 
requirements upon the implementation of the planned cultivation, storage, security and security systems 
proposals and verification of the receipt of the required security clearances.  
 
The Company has no operating history and an evolving business model.  
 
The Company has no operating history under the new License regime and its business model is still 
evolving. The Company’s ability to continue as a going concern is dependent upon its ability to obtain 
adequate financing and to reach profitable levels of operations but the Company has no proven history of 
performance, earnings or success. There can be no assurance that the Company will achieve profitability or 
obtain future financing.  
 
Uncertain Demand  
 
Demand for the Company’s medical marijuana products and turnkey indoor production facilities is 
dependent on a number of social, political and economic factors that are beyond its control. While the 
Company believes that demand for the Company’s products and facilities will continue to grow, there is no 
assurance that such demand will exist or that the Company’s products and facilities will be purchased to 
satisfy such demand.  
 
Regulatory Regime  
 
The MMPR of the medical marijuana industry adopted by Health Canada which became effective April 1, 
2014, is currently subject to a court challenge in British Columbia that may result in a review of the 
regulations and adversely impact the Company’s sales and business operations, should the Company 
receive a license.  
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Competition  
 
The Company operates in a highly competitive marketplace with various competitors. Increased 
competition may result in reduced gross margins and/or loss of market share, either of which would 
seriously harm its business and results of operations. Management cannot be certain that the Company will 
be able to compete successfully against current or future competitors or that competitive pressure will not 
seriously harm its business. Some of the Company’s competitors are much larger and have greater access 
to capital, sales, marketing, and other resources. These competitors may be able to respond more rapidly 
to new regulations or devote greater resources to the development, promotion and sale of their products 
than the Company can. Furthermore, some of these competitors may make strategic acquisitions or 
establish cooperative relationships among themselves or with third parties in the industry to increase their 
ability to rapidly gain market share.  
 
Reliance on Key Personnel 
 
To date, the Company has been dependent on a relatively small number of key officers and employees. 
The Company’s senior executives have experience in the industry and with the Company’s business, 
products and customers. The loss of knowledge of the Company’s operations, management expertise and 
technical proficiency as a result of the loss of one or more members of the Company’s core management 
team, could result in a diversion of management resources or a temporary executive gap, or negatively 
affect the Company’s ability to develop and pursue other business strategies, which could materially 
adversely affect the Company’s business and/or financial results.  
 
Share Price and Volume Volatility 
 
The Company’s common shares may be affected by limited or sporadic trading volumes, which may affect 
its shareholders' ability to sell the Company’s common shares. The Company’s share price may be volatile 
and could be subject to wide fluctuations due to a number of factors including the risk factors described in 
this MD&A. In addition, broad fluctuations in the financial markets as well as economic conditions may 
adversely affect the market price of the Company’s common shares.  
 
Fluctuation in Operating Results  
 
The Company may experience fluctuations in future quarterly operating results that may be caused by 
many factors, including but not limited to: (i) variability of sales to new and existing customers; (ii) changes 
in the level of marketing and other operating expenses; (iii) competitive factors; (iv) variability of properties 
to new and existing tenants; and (v) the timing of delivery. Consequently, the Company believes that 
period-to-period comparisons of its operating results will not necessarily be meaningful and should not be 
relied upon as an indication of future performance. It is likely that the Company’s future quarterly operating 
results from time to time will not meet the expectations of securities analysts or investors, which may have 
a material adverse effect on the market price of the Company’s common shares. Until the point where the 
Company is able to generate and predict continued positive cash flows from recurring revenue, it faces risk 
in utilizing its existing cash resources and potentially requiring further cash infusions from investors to 
maintain its operations.  
 
Disaster Recovery  
 
The Company’s sales operations are highly automated and a disruption or failure of its web site systems 
may delay its ability to complete sales and to provide services. A major disaster or other catastrophic event 
that results in the destruction or disruption of any of the Company’s critical business or information 
technology systems could severely affect its ability to conduct normal business operations. This possible 
disruption may materially and adversely affect the Company’s future operating results.  
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Risks inherent in the investment properties may adversely affect our financial performance 
 
Investment properties are generally subject to numerous factors and risks, including changes in general 
economic conditions, local economic conditions, the attractiveness of properties to potential tenants or 
purchasers, competition with other landlords with similar available space, and the ability of the owner to 
provide adequate maintenance at competitive costs. 
 
The property generates income through rent payments made by our tenants.  
 
Upon the expiry of any lease, there can be no assurance that the lease will be renewed or the tenant 
replaced for a number of reasons. Furthermore, the terms of any subsequent lease may be less favourable 
than the existing lease. The Company’s cash flows and financial position would be adversely affected if the 
tenants were to become unable to meet their obligations under their leases or if a significant amount of 
available space in our properties was not able to be leased on economically favourable lease terms. In the 
event of default by a tenant, the Company may experience delays or limitations in enforcing the Company’s 
rights as sub-lessor and incur substantial costs in protecting the Company’s investment. Furthermore, at 
any time, a tenant may seek the protection of bankruptcy, insolvency or similar laws which could result in 
the rejection and termination of the lease of the tenant and, thereby, cause a reduction in the cash flows 
available to the Company. 
 
An investment in real estate is relatively illiquid. Such illiquidity will tend to limit our ability to vary our 
portfolio promptly in response to changing economic or investment conditions. The costs of holding real 
estate are considerable and during an economic recession the Company may be faced with ongoing 
expenditures with a declining prospect of incoming receipts. In such circumstances, it may be necessary for 
us to dispose of properties at lower prices in order to generate sufficient cash for operations and making 
distributions and interest payments. 
 
Concentration of tenants may result in significant vacancies on the Properties 
 
Although the Company’s Tenant is committed to multi-year leases, there is no assurance that such Tenant 
will continue to occupy such premises for the remainder of the lease terms. The Tenant does not have a 
break option on the sublease and therefore have to pay the rent until the lease ends. In order to minimize 
this risk of vacancy, the Company will continue to closely monitor the lease and work with the Tenant to 
determine the Tenants future leasing plans, which would allow the Company to source tenants in advance 
of the current Tenant vacating the property. 
 
Lease Renewals, Rental Increases, Lease Termination Rights and Other Lease Matters 
 
Expiry of the lease for the Property will occur from time to time over the short and long-term. No assurance 
can be provided that the Company will be able to renew the lease upon the expiration or that rental rate 
increases will occur or be achieved upon any such renewals. The failure to renew leases or achieve rental 
rate increases may adversely impact our financial condition and results of operations and decrease the 
amount of cash available for distribution. Although certain, but not all, leases contain a provision requiring 
tenants to maintain continuous occupancy of leased premises, there can be no assurance that the tenants 
will continue to occupy such premises which may have an adverse effect on us and could adversely impact 
our financial condition and results of operations and decrease the amount of cash available for distribution.  
 
Master Lease for Property 
 
The property in the State of Washington is subject to a lease with the Company as lessee. There is a risk 
that the lease may be terminated by D&B or that the Company does not exercise its option to purchase the 
Property. 
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Environmental contamination on properties may expose us to liability and adversely affect our 
financial performance 
 
The properties may contain ground contamination, hazardous substances, wartime relics (including 
potentially unexploded ordnance) and/or other residual pollution and environmental risks. Buildings and 
their fixtures might contain asbestos or other hazardous substances above the allowable or recommended 
thresholds, or the buildings could bear other environmental risks. This possible contamination may 
materially and adversely affect the Company’s future operating results. 
 
Financing risks, leverage and restrictive covenants may limit our ability for growth 
 
Investment properties are capital intensive. The Company will require access to capital to maintain the 
Property, as well as to fund the Company’s growth strategy and significant capital expenditures from time to 
time. There is no assurance that capital will be available when needed or on favourable terms. Failure to 
access required capital could adversely impact the Company’s future operating results. 
 
A high level of indebtedness increases the risk that the Company may default on the Company’s debt 
obligations. The Company’s ability to make scheduled payments of the principal of, or interest on, and to 
otherwise satisfy the Company’s debt obligations depends on future performance, which is subject to the 
financial performance of the Property, prevailing economic conditions, prevailing interest rate levels, and 
financial, competitive, business and other factors, many of which are beyond the Company’s control.  
 
Changes in government regulations may affect our investment in the Property 
 
The Company is subject to laws and regulations governing the leasing of real property, employment 
standards, environmental and energy efficiency matters, taxes and other matters. It is possible that future 
changes in applicable federal, state, local or common laws or regulations or changes in their enforcement 
or regulatory interpretation could result in changes in the legal requirements affecting the Company 
(including with retroactive effect). In addition, the political conditions in the jurisdictions in which the 
Company will operate are also subject to change. Any changes in investment policies or shifts in political 
attitudes may adversely affect the Company’s investments. Any changes in the laws to which the Company 
are subject in the jurisdictions in which the Company operate could materially affect the rights to the 
Properties. The Property is located in the United States. Although the government in the United States is 
stable and generally friendly to foreign investments, there are still political risks. It is not possible to predict 
whether there will be any further changes in the regulatory regime(s) to which the Company are subject or 
the effect of any such change on the Company’s investments. 
 
Investments in, and profits and cash flows from, properties may be lost in the event of uninsured or 
underinsured losses to properties or losses from title defects 
 
The Company carries insurance with limits which are typically obtained for similar real estate investments. 
There are, however, certain types of risks (generally of a catastrophic nature such as from war or nuclear 
accident) which are uninsurable under any insurance policy. Furthermore there are other risks that are not 
economically viable to insure at this time.  Should an uninsured or underinsured loss occur, the Company 
could lose its investment in, and anticipated profits and cash flows from the Company’s Property. The 
Company does not carry title insurance on the properties. If a loss occurs resulting from a title defect with 
respect to a property where there is no title insurance or the loss is in excess of insured limits, the 
Company could lose all or part of our investment in, and anticipated profits and cash flows from, such 
property. 
 
Information Technology Interruptions or Breaches 
 
The Company’s business operations are managed through a variety of information technology systems. 
These systems govern all aspects of its operations. While the Company has implemented a number of 
measures to keep its technology systems fully operational and to mitigate the risks associated with a failure 
of its systems, the Company’s systems are subject to damage or interruption from power outages, 
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computer and telecommunications failures, computer viruses, cyber-attacks, security breaches, 
catastrophic events such as fires, floods, earthquakes, tornadoes, hurricanes, acts of war or terrorism, and 
usage errors by its employees. If the Company’s information technology systems are damaged or cease to 
function properly, the Company may have to make a significant investment to fix or replace them and the 
Company may suffer loss of critical data and interruptions or delays in its operations in the interim. Any 
material interruption in its information technology systems could have a material adverse effect on the 
Company’s business, prospects, financial condition, results of operations and cash flows. 
 
Conflicts of Interest  
 
Certain of the directors, officers and other members of management of the Company serve (and may in the 
future serve) as directors, officers and members of management of other companies and therefore, it is 
possible that a conflict may arise between their duties as a director, officer or member of management of 
the Company and their duties as a director, officer or member of management of such other companies. 
The directors and officers of the Company are aware of the existence of laws governing accountability of 
directors and officers for corporate opportunity and requiring disclosures by directors of conflicts of interest 
and the Company will rely upon such laws in respect of any directors’ and officers’ conflicts of interest or in 
respect of any breaches of duty by any of its directors or officers. All such conflicts will be disclosed by such 
directors or officers in accordance with the BCBCA and they will govern themselves in respect thereof to 
the best of their ability in accordance with the obligations imposed upon them by law. 
 
CHANGES IN ACCOUNTING POLICIES AND CRITICAL ACCOUNTING ESTIMATES 
 
Significant Accounting Estimates and Judgments 

 
The preparation of the consolidated financial statements requires management to make certain estimates, 
judgments and assumptions that affect the reported amounts of assets and liabilities at the date of the 
financial statement and reported amounts of expenses during the reporting period. Actual outcomes could 
differ from these estimates. The consolidated financial statements include estimates which, by their nature, 
are uncertain. The impact of such estimates are pervasive throughout the financial statement, and may 
require accounting adjustments based on future occurrences. Revisions to accounting estimates are 
recognized in the period in which the estimate is revised and future periods if the revision affects both 
current and future periods. These estimates are based on historical experience, current and future 
economic conditions and other factors, including expectations of future events that are believed to be 
reasonable under the circumstances. 
 
Critical accounting estimates 
 
Significant assumptions about the future and other sources of estimation uncertainty that management has 
made at the financial position reporting date, that could result in a material adjustment to the carrying 
amounts of assets and liabilities, in the event that actual results differ from assumptions made, relate to, but 
are not limited to, the following: 
 
1. Inputs used in valuing investment properties: The fair value of the investment properties is determined 

by management, using the fair value of the finance lease property, or if lower, the present value of the 
minimum lease payments at the inception of the lease. Changes in the input assumptions can 
materially affect the fair value of the investment properties. 
 

2. Inputs used in the accounting for share-based payments expense in the consolidated statements of 
comprehensive loss: Management uses the Black-Scholes Pricing Model for valuation of share based 
interest rate and forfeiture rate. Changes in the input assumptions can materially affect the fair value 
estimate and the Company’s results and equity reserves. 
 

3. Inputs used in the accounting for finders’ warrants in share capital and equity reserves: Management 
uses the Black-Scholes Pricing Model for valuation of finders’ warrants, which requires the input of 
subjective assumptions including expected price volatility, interest rate and forfeiture rate. Changes in 
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the input assumptions can materially affect the fair value estimate and the Company’s results and 
equity reserves. 

 
Critical accounting judgments 
 
The following are key assumptions concerning the future and other key sources of estimation uncertainty 
that have significant risk of resulting in a material adjustment to the carrying amounts of assets and 
liabilities within the next financial year. 
 
1. Going concern of operations: The financial statements have been prepared on a going concern basis, 

which assumes that the Company will be able to realize its assets and discharge its liabilities in the 
normal course of business for the foreseeable future. The assessment of the Company’s ability to 
source future operations and continue as a going concern involves judgement. Estimates and 
assumptions are continually evaluated and are based on historical experience and other factors, 
including expectations of future events that are believed to be reasonable under the circumstances. If 
the going concern assumption is not appropriate for the financial statements, then adjustments would 
be necessary in the carrying value of assets and liabilities, the reported revenue and expenses and the 
statement of financial position classifications used (Note 1). 
 

2. Lease Contracts: The Company has entered into commercial property leases on its investment 
property portfolio. The Company makes judgments in determining whether certain leases, particularly 
those leases with long contractual terms, are operating or finance leases. The Company must assess 
each lease separately against land and building. The Company has determined that all of its leases of 
land and buildings are operating leases. 
 

3. Determination of provisions for income taxes and the recognition of deferred income taxes: In 
assessing the probability of realizing deferred tax assets, management makes estimates related to the 
expectation of future taxable income, applicable tax opportunities, expected timing of reversals of 
existing temporary differences and the likelihood that the tax position taken will be sustained upon 
examination by applicable tax authorities. In making its assessments, management gives additional 
weight to positive and negative evidence that can be objectively verified. 

 
RECENT ACCOUNTING STANDARDS  
 
The following standard has been issued but is not yet effective:  
 
IAS 1 Presentation of Financial Statements was amended by the IASB in December 2014.  The 
amendments are designed to further encourage companies to apply professional judgment in determining 
what information to disclose in their financial statements.  For example, the amendments make clear that 
materiality applies to the whole of financial statements and that the inclusion of immaterial information can 
inhibit the usefulness of financial disclosures.  Furthermore, the amendments clarify that companies should 
use professional judgment in determining where and in what order information is presented in the financial 
disclosures.  The effective date is for annual periods beginning or after January 1, 2016.  Entities may still 
choose to apply IFRS 1 immediately, but are not required to do so. 
 
IFRS 9 Financial Instruments is part of the IASB's wider project to replace IAS 39 Financial Instruments: 
Recognition and Measurement. IFRS 9 retains but 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 asset. The standard is effective for annual periods beginning on or after January 1, 2018.  
 
IFRS 11 Accounting for Acquisitions of Interests in Joint Operations (“IFRS 11”) has been amended to 
provide specific guidance on accounting for the acquisition of an interest in a joint operation that is a 
business. IFRS is effective on or after January 1, 2016.  
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IFRS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and Amortization (“IFRS 16 and 
IAS 38”) have been amended to (i) clarify that the use of a revenue-based depreciation and amortization 
method is not appropriate, and (ii) provide a rebuttable presumption for intangible assets. IFRS 16 and IAS 
38 are effective on or after January 1, 2016.  
 
IFRS 15 Revenue from Contracts with Customers is a new standard which establishes a new five-step 
model for revenue arising from contracts with customers. Revenue is recognized as the amount that 
reflects the consideration to which any entity expects to be entitled to in exchange for transferring gods or 
services to a customer. IFRS 15 is effective for periods beginning on or after January 1, 2018.  
 
There are no other standards or IFRIC interpretations that are not yet effective that would be expected to 
have a material impact on the Company. 
 
INTERNAL CONTROLS OVER FINANCIAL REPORTING 
 
Management has designed internal controls over financial reporting to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with IFRS. The design of the Company’s internal control over financial reporting 
was assessed as of the date of this Management Discussion and Analysis. 
 
Based on this assessment, it was determined that certain weaknesses existed in internal controls over 
financial reporting. As indicative of many small companies, the lack of segregation of duties and effective 
risk assessment were identified as areas where weaknesses existed. The existence of these weaknesses 
is to be compensated for by senior management monitoring, which exists. Management will continue to 
monitor very closely all financial activities of the Company and increase the level of supervision in key 
areas. It is important to note that this issue would also require the Company to hire additional staff in order 
to provide greater segregation of duties. Since there is insufficient work at this time to warrant the additional 
costs, management has chosen to disclose the potential risk in its filings and proceed with increased 
staffing only when the budgets and work load will enable the action. The Company has attempted to 
mitigate these weaknesses, through a combination of extensive and detailed review by management of the 
financial reports, the integrity and reputation of senior accounting personnel, and candid discussion of those 
risks with the audit committee.  
 
MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS  
 
Information provided in this report, including the financial statements, is the responsibility of management. 
In the preparation of these statements, estimates are sometimes necessary to make a determination of 
future value for certain assets or liabilities. Management believes such estimates have been based on 
careful judgments and have been properly reflected in the accompanying financial statements. 
Management maintains a system of internal controls to provide reasonable assurances that the Company’s 
assets are safeguarded and to facilitate the preparation of relevant and timely information. 
 
APPROVAL 
 
The Board of Directors of the Company has approved the disclosure contained in this MD&A. A copy of this 
MD&A will be provided to anyone who requests it. 
 


