
 

 

 

 

 

NOVOHEART HOLDINGS INC. 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

For the year ended June 30, 2017 

 

  



1 

 

This Management’s Discussion and Analysis (“MD&A”) dated October 25, 2017 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, 2017 (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 US dollars, which is the functional currency of the consolidated entity as at 

June 30, 2017. Unless otherwise indicated, information contacted in this MD&A is provided as at June 30, 

2017.   

FORWARD-LOOKING STATEMENTS 

This MD&A may contain certain “forward-looking statements” and certain “forward-looking information” 

as defined under applicable Canadian securities laws. Forward-looking statements and information can 

generally be identified by the use of forward-looking terminology such as “may”, “will”, “expect”, 

“intend”, “estimate”, “anticipate”, “believe”, “continue”, “plans” or similar terminology. Within this 

MD&A forward-looking statements may include, without limitation, statements with respect to 

Novoheart’s future plans, strategies and objectives; projected revenues, future trends, opportunities 

and growth in Novoheart’s industry; Novoheart’s ability to maintain and enhance its competitive 

advantages and technological advantages projected operating expenses and capital expenditures. 

Forward-looking statements and information are subject to various known and unknown risks and 

uncertainties, many of which are beyond the ability of the Company to control or predict, that may 

cause the Company’s actual results, performance or achievements to be materially different from those 

expressed or implied thereby, and are developed based on assumptions about such risks, uncertainties 

and other factors set out herein, including but not limited to the factors referred to below under 

“Business Risks and Uncertainties”. The Company undertakes no obligation to update forward-looking 

information except as required by applicable law. Such forward-looking information represents 

management’s best judgment based on information currently available. No forward-looking statement 

can be guaranteed and actual future results may vary materially. Accordingly, readers are advised not to 

place undue reliance on forward-looking statements or information. 

OVERVIEW 

Novoheart is a global stem cell biotechnology company dedicated to human heart engineering with 

offices in the United States and Hong Kong. Novoheart’s scientific team has pioneered a range of 

bioengineering technologies collectively known as the MyHeartTM platform, including the world’s first 

human mini-heart “novoHeartTM” (otherwise known as a human-heart-in-a-jar) that is fully capable of 

pumping and ejecting fluid. Novoheart believes that its proprietary platform uniquely positions it to 

enter into commercial partnerships with leading pharmaceuticals 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 

• Announced listing on the TSX Venture Exchange by way of a reverse takeover and a concurrent 

financing of C$7.15 million. Transaction was subsequently completed in September 2017 with 

Novoheart trading under the symbol “NVH”. 

• Closed a round of private placement raising a total of C$2.13 million. 

• Completed a significant research project which won grant support from the Hong Kong 

government’s Commissioner for Innovation and Technology, with total committed grant funding 

of C$1.67 million.  

• Published research demonstrating the drug-induced arrhythmogenic predictability of the human 

ventricular cardiac anisotropic sheet (hvCAS) with IP filed. 

• Completed a Sponsored Research Project with University of California Irvine on machine 

learning approaches to drug screening, culminating in a joint publication with IP filed. 

Listing on the TSX Venture Exchange 

 

On March 10, 2017, the Company announced that it has entered into a share exchange agreement with 

Woodrose Venture Corporation (“Woodrose”), a TSX-V listed entity. Under the original agreement, the 

Company agreed to sell to Woodrose all of its outstanding shares. The transaction constituted a 

“reverse-takeover” of Woodrose. As part of the transaction, the shareholders of Novoheart received 

5,200 post-consolidation Woodrose shares for each Novoheart share.  

 

The agreement was later amended on May 10, 2017, which increased the minimum offering amount for 

the non-brokered private placement from C$5,850,000 to C$7,150,000 through the issuance of 

14,300,000 subscription receipts at a price of C$0.50 per subscription receipt. Each subscription receipt 

automatically converted into one Woodrose post-consolidation share. Woodrose paid finder’s fee in 

connection with the subscription receipt totaling up to C$486,018 and issue up to 972,037 finder’s 

warrants to certain brokers and agents. Each finder’s warrant is exercisable at a price of C$0.50 into one 

Woodrose share (on a post-consolidation basis) for 24 months following completion of the transaction.  

 

The transaction was completed on September 27, 2017 and Novoheart begun trading on the TSX 

Venture Exchange under the symbol “NVH” on October 3, 2017. 

 

Private Placement  

In addition to the private placement concurrent with the reverse takeover listing, the Company closed 

private placements of 1,365 shares, issued at US$1,200 per share for total gross proceeds of US$1.638 

million in 2017. For the private placements, the Company incurred US$79,860 of finders’ fees. 
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Completion of research project with funding from the Hong Kong Government’s Innovation and 

Technology Fund (“ITF”) 

In January 2017, the Company completed its research and development project with the Government of 

Hong Kong Special Administrative Region and HKU, entitled “Establishing an Internationally Competitive 

Stem Cell Biotech Cluster in HK: Bio-artificial Human Heart” (the “ITF Project”). The Government of Hong 

Kong, through its Innovation and Technology Fund, committed funding of HK$10 million (approximately 

C$1.67 million) to support 47.1% of the total project cost, and contributed actual funding of 

approximately HK$5.1 (approximately C$0.9 million) since total project expenses were lower than 

budget. As a result of this project, the Company streamlined and optimized the commercial application 

of the Company's MyHeartTM Platform, with drug screening applications including tools for toxicity and 

efficacy screening of drugs, such as the detection of arrhythmic risks and/or contractile (inotropic) 

effects, and modelling patient- or disease-specific cardiac properties and drug responses. The 

Company’s first commercial contract was completed as part of the ITF Project, producing data that 

helped cement the second commercial contract with the same pharmaceutical partner. As part of the 

research agreement, the Company also owns all the intellectual property generated from this project, 

with the following patents filed or being filed: 

• Systems and Methods for Modeling Disease and Assessing Adverse Side Effects of Therapeutics 

Therefor, U.S. Provisional Patent Application No. 62/373,748; 

• An accurate in vitro human heart cell-based model and algorithm for drug screening; and 

• Multichamber imaging bioreactor platform for monitoring cardiac organoid pump function. 

 

Publication and Patent application of ITF-funded research demonstrating our hvCAS technology to 

detect and predict drug-induced arrhythmias 

 

In November 2016, the Company published key results from the research performed under the ITF 

Project, in the prestigious international peer-reviewed biomedical engineering journal Advanced 

Materials. The publication reports the technology involving aligning human stem cell-derived 

cardiomyocytes on specially designed substrates, termed the human ventricular cardiac anisotropic 

sheet (hvCAS), and its ability to detect and predict drug-induced arrhythmias, or irregularities in heart 

rhythms, events which in patients could signify potentially fatal side effects. A number of drugs with 

known risk of causing these arrhythmias, including ones that were withdrawn from the market after the 

Cardiac Arrhythmia Suppression Trial (CAST) between 1986 and 1998, were successfully detected by the 

hvCAS system. Traditionally the detection of arrhythmic risk in drug candidates has relied on testing in 

non-cardiac cellular models or small animals, which has been highly problematic; the hvCAS can thus 

revolutionize drug screening by providing a human, multicellular platform that accurately predicts 

arrhythmic risk. The peer-reviewed publication serves as a validation of the Company’s drug screening 

capabilities, and the hvCAS technology has also been protected by a concurrent patent application 

(Systems and Methods for Modeling Disease and Assessing Adverse Side Effects of Therapeutics 

Therefor, U.S. Provisional Patent Application No. 62/373,748). 
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Completion of sponsored research project at UC Irvine on machine learning-assisted drug screening 

 

In April 2017, an 18-month research project at UC Irvine, sponsored by the Company and conducted in 

Prof. Michelle Khine’s laboratory, was completed. The project focused on a machine learning approach 

to accelerate analysis of complex, content-rich data, acquired from drug screening studies with the 

Company’s human ventricular cardiac tissue strip (hvCTS) of the MyHeartTM Platform. This technology, 

which can be further extended to other drug screening applications, is of strategic value to Novoheart as 

it can greatly enhance the efficiency of the Company’s R&D and commercial projects. The research has 

culminated in a joint publication in the esteemed peer-reviewed journal Stem Cell Reports (to be 

published online in October 2017), and filing of a patent application (Methods and Apparatuses for 

Prediction of Mechanism of Activity of Compound, U.S. Provisional Patent Application 62/525,044), both 

of which will strengthen the Company’s position in the market as a leader in drug screening technologies.  

 

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 US dollars, which is the functional currency of the consolidated 

entity as at June 30, 2017.  

US$ - Years ended June 30, 2017 2016 2015 

Operating loss US$     2,201,425 992,761 390,047 

Government grant income 17,074 41,236 36,836 

Other income 209,599 64,478 - 

Net loss 1,978,919 888,258 353,963 

    

Net loss per share – basic and diluted 163.63 87.43 45.49 

    

As at June 30, 2017 2016 2015 

Total assets US$     1,731,537 2,173,529 662,531 

Total long term liabilities  49,289 70,163 85,706 

Shareholders’ equity 1,309,723 1,736,121 483,943 
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Results of Operations 

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

The Company recorded net loss of US$1,978,919 (loss per share of US$163.63) for the year ended June 

30, 2017 compared to a net loss of US$888,258 (loss per share of US$87.43) for the year ended June 30, 

2016. The increase in the net loss was due primarily to an increase in general and administrative 

expenses in the area of professional fees and personnel costs, offset by an increase in other income.  

Operating Expenses 

Operating expenses for 2017 was US$2,201,425 compared to operating expense of US$992,761 for 2016. 

The increase in operating expenses is primarily related to: 

• Research and development expenses increased from US$576,478 in 2016 to US$868,645 in 2017, 

with a breakdown of the major components within research and development expenses as 

follows: 

For the year ended June 30, 2017 2016 

Personnel costs 351,599 124,921 

ITF Project 232,328 305,170 

Lab materials 134,916 38,161 

Sponsored Research Projects 149,802 108,226 

Total  868,645 576,478 

The ITF Project, as described above, is 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 MyHeartTM Platform and generated a number of IPs 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 

the Icahn School of Mount Sinai (“Mount Sinai”) and the Regents of the University of California, 

Irvine Campus (“UCI”). Pursuant to the agreement, the Company sponsored Mount Sinai 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 can be developed to apply across the MyHeartTM Platform and 

increase the efficiency of drug screening studies. 
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Overall, the increase in research and development expenses is mainly due to the work 

performed for the agreement with a global pharmaceutical partner (the “Global Pharma 

Partner”). The agreement with the Global Pharma Partner was signed on December 23, 2015. As 

such, only two quarters of work for this agreement was included in 2016 while a full year of 

work was included in the same period in 2017. 

• General and administrative costs increased from US$289,287 in 2016 to US$1,123,169 in 2017, 

with a breakdown of the major components within general and administrative costs as follows: 

 

For the year ended June 30, 2017 2016 

Personnel costs 587,083 48,714 

Professional and regulatory fees 281,168 102,804 

Travelling expenses 96,298 44,781 

Office and administrative expenses 93,088 28,404 

Occupancy costs 65,532 64,584 

Total  1,123,169 289,287 

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 US$48,714 

in 2016 to US$587,083 in 2017. 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. There were only costs for a COO in fourth quarter 

of 2016. Professional and regulatory fees increased from US$102,804 in 2016 to US$281,168 in 

2017 mainly due to the legal fees, accounting fees, and due diligence work undertaken for the 

reverse takeover transaction.   

Other Income 

The Company earned Other Income of US$209,599 in 2017 compared to Other Income of US$64,478 in 

2016. Other Income is earned from the agreement that the Company signed with the Global Pharma 

Partner on December 23, 2015. As such, only two quarters of work for this agreement was included in 

2016 while a full year of work was included in the same period in 2017. 

 

Year ended June 30, 2016 compared to year ended June 30, 2015 

The Company recorded net loss of US$888,258 (loss per share of US$87.43) for the year ended June 30, 

2016, compared to a net loss of US$353,963 for the year ended June 30, 2015. The increase in net loss 

was primarily due to an increase in research and development expenses, personnel costs and 

professional and regulatory fees, offset by an increase in other income.  
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Operating Expenses 

Operating expenses for the year ended June 30, 2016 was US$992,761 compared to operating expense 

of US$390,047 for the year ended June 30, 2015. The increase in operating expenses in each period is 

primarily related to research and development expenses, which increased from US$153,623 for the year 

ended June 30, 2015 to US$576,478 for the year ended June 30, 2016. The increase in research and 

development work was mainly due to three new research agreements signed in 2016: a research 

agreement signed with the Global Pharma Partner, a sponsored research agreement with the Regents of 

the University of California, Irvine campus and a sponsored research agreement with Icahn School of 

Medicine at Mount Sinai. In addition, the Company recorded US$305,170 of research and development 

expense for the ITF Project for the year ended June 30, 2016 compared to US$109,443 recorded for the 

corresponding period in 2015. The increase in research and development expenses was also a result of 

an increase in headcount for the Company’s scientific team. The remainder of the increase in operating 

costs relates to increases in IP and patent fees as well as an increase in professional and regulatory fees 

as a result of the reverse takeover transaction.   

Other Income 

The Company earned other income of US$64,478 for the year ended June 30, 2016. The Company did 

not earn any other income for the year ended June 30, 2015 as the agreement with the Global Pharma 

Partner was signed on December 23, 2015. 
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RESULTS OF OPERATIONS – FOURTH QUARTER 

 
 Three months ended June 30, 

US$  2017 2016 

OPERATING EXPENSES   

      Research and development US$                     128,095 223,742 

      IP and Patent 35,041 54,769 

      General and administrative expenses 368,348 220,070 

      Depreciation 14,420 12,129 

 545,904 510,710 

   

LOSS FROM OPERATIONS (545,904) (510,710) 

   

Government grants 4,306 4,359 

Other income 55,156 51,999 

Finance expense (384) (586) 

Foreign exchange gain (loss) 651 63 

 59,729 55,835 

   

NET LOSS FOR THE QUARTER (486,175) (454,875) 

   

OTHER COMPREHENSIVE INCOME (LOSS)   

      Foreign currency translation adjustment (3,720) 142 

   

COMPREHENSIVE LOSS FOR THE QUARTER (489,895) (454,733) 

   

   

Loss per share – Basic and Diluted  US$                   37.90 44.10 

   

Weighted average number of shares outstanding – basic 

and diluted 
12,827 10,311 

 

The Company recorded net loss of US$486,175 (loss per share of US$37.90) for the three months ended 

June 30, 2017 (“Q4 2017”) compared to a net loss of US$454,875 (loss per share of US$44.10) for the 

three months ended June 30, 2016 (“Q4 2016”). The increase in the net loss was due primarily to an 

increase in general and administrative expenses in the area of personnel costs.  
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Operating expenses for Q4 2017 was US$545,904 compared to operating expenses of US$510,710 for 

Q4 2016. The increase in operating expenses is primarily related to an increase in general and 

administrative expenses of US$148,278, of which includes an increase in personnel cost of US$123,792. 

Personnel increased as a result of the increase in headcount resulting from the growth of the Company 

and the build-out of the management team. The increase in general and administrative expense is 

partially offset by a US$95,647 decrease in research and development expenses due to the completion 

of the research and development project we have with HKU and the Hong Kong government’s 

Innovation and Technology Fund (as discussed above).  

QUATERLY 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 US dollars, which is the functional currency of the 

consolidated entity as at June 30, 2017.  

 2017 2016 

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

Operating loss 
(545,904) (634,499) (641,493) (379,529) (510,710) (198,150) (165,123) (118,778) 

Government grant  

    income 4,306 3,786 4,491 4,491 4,359 12,309 12,296 12,272 

Other income 
55,156 53,052 50,051 51,340 51,999 12,479 - - 

Net loss 
(486,175) (579,072) (589,836) (323,836) (454,875) (173,506) (153,228) (106,649) 

Net loss per share,  

     basic and diluted 37.90 48.53 49.84 27.36 44.10 17.35 15.32 10.66 

 

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, 2017. These include: the 

agreement signed with the Global Pharma Partner on December 23, 2015 that increased research and 

development expenses and provided other income for the first time for the Company; the increase in 

both scientific and management headcount resulting from the growth of the Company; and the increase 

in professional and regulatory fees as a result of the reverse takeover listing. In addition, research and 

development expenses also increased as a result of the ITF project from January 2015 to January 2017, 

and Q1 to Q3 2016 included a Hong Kong government grant which compensated the Company for 

operating costs as a start-up technology company.  

 

 

 



10 

 

LIQUIDITY AND CAPITAL RESOURCES 

Cash Flow 

At June 30, 2017, the Company had US$1,016,000 in cash and cash equivalents, compared to 

US$1,891,500 at June 30, 2016. The decrease in cash and cash equivalents was mainly comprised of 

US$2,391,242 of net cash used in operating activities, of which US$647,909 was paid to HKU as 

contributions for the ITF Project, and US$41,576 of cash was used in investing activities for the 

acquisition of lab and computer equipment. The decrease in cash is offset by US$1,558,140 raised from 

private placements. 

Cash used in operating activities 

Cash used in operating activities in 2017 was US$2,391,242, an increase of US$1,965,023 from 

US$426,219 in 2016. The increase in cash used was due preliminary to an increase in net loss before 

depreciation of US$1,083,008 and an increase in the changes of non-cash working capital of US$882,015, 

which includes a cash contribution of US$647,909 made to the ITF Project.   

Cash used in investing activities 

Cash used in investing activities in 2017 was US$41,576, related to the acquisition of lab and computer 

equipment. Cash used in investing activities in 2016 was US$15,313, related to the acquisition of lab and 

office equipment.  

Cash used in financing activities 

Net cash provided by financing activities was US$1,558,140 in 2017 as a result of the completion of 

US$1,638,000 in financing, offset by US$79,860 of share issuance cost. The financing resulted in 1,365 

shares issued at US$1,200 per share. In 2016, the Company completed financing of US$2,200,800 

through the issuance of 1,834 shares at US$1,200 per share, offset by US$60,000 of share issuance cost. 

In 2016, the Company also received $25,775 in cash for the funding granted by the Technology Start-up 

Support Scheme awarded by the Hong Kong Government. The Company did not receive any cash from 

such grants in 2017. 

Contractual Obligations, Commitments and Contingencies  

 

The Company entered into an office lease agreement and a lab lease agreement with Hong Kong Science 

and Technology Park in 2014.  Both leases were effective from August 30, 2014 to August 30, 2017.  

Subsequent to year-end, the office lease was extended to November 4, 2017 and the lab lease was 

extended to November 29, 2017. Under the extended lease agreement, the Company is committed to 

lease payments of US$26,517 in 2018. Subsequent to June 30, 2017, the Company expanded its office 

and lab facilities by signing a new lease agreement with Hong Kong Science and Technology Park, which 

commenced on July 31, 2017. The annual lease commitment is US$265,430, including service charge and 

the lease expires on July 30, 2020.  

 

The Company has IP licensing agreements with the University of California, Irvine, the Ichan School of 

Medicine at Mount Sinai, and GE Healthcare UK Limited. The Company’s commitments under the two IP 

licensing agreements includes upfront fees of US$125,000 (US$120,000 of which is payable over four 

years) and annual maintenance fees. The Company is committed to paying annual maintenance fees of 
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US$2,500 in 2018, US$6,000 in 2019, US$7,000 in 2020 and US14,500 thereafter until the expiration of 

the agreements which expires at the last valid claim of the respective patent rights. 

Capital Resources 

 

As mentioned, the Company has generated negative cash flows from operations in 2017 and at the end 

of fiscal 2017, the Company had US$1,016,000 of cash on hand and non-cash working capital of 

US$177,518, compared to working capital of US$(264,977) at June 30, 2016. Going forward, the 

Company expects working capital to continue to increase as the Company expands its commercial 

operation.  

Subsequent to year-end, the Company closed a private placement with gross proceeds of C$7.15 million 

concurrent with the reverse takeover listing. Given the various projects the Company is handling in the 

short and medium terms, management considers the current cash balance, along with the recently 

closed private placement and expected cash inflows from sales, collaborative research agreements, and 

government grants to be sufficient 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 fiscal 2017, management was still considering various sources of financing available on 

the market to increase the Company’s liquidity. Any sale of additional equity or debt securities may 

result in dilution to our shareholders, and there is no guarantee that we 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 our ability to attract investors should additional financings be required.   

Share Capital 

At June 30, 2017, the Company had cash of US$1,016,000. As of the date of this MD&A, the Company 

has completed a reverse takeover listing and there were 93,462,018 common shares issued and 

outstanding, as well as 4,203,576 common shares issuable upon the exercise of outstanding stock 

options (of which none are exercisable) at an exercise price of C$0.50 per share. 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 to as finders’ fee for the private placement that was concurrently completed 

with the reverse takeover listing.  

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

 

TRANSACTIONS WITH RELATED PARTIES 

Related parties include key management personnel, close family members and enterprises that are 

controlled by these individuals.  

As at June 30, 2017, there is a due from related parties balance of US$10,683 (2016 – Due to related 
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parties of US$76,620) and a due to related parties balance of US$31,317. The amounts due from/to 

related parties include consulting fees payable in accordance with management’s 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.  In 2017, 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 US$548,919 for the year ended June 30, 2017. In 2016, compensation 

awarded to key management only included compensation to the Chief Operating Officer, and amounted 

to US$48,714. At June 30, 2017, the Company owes its Chief Financial Officer US$11,317 in consulting 

fees and its Chief Scientific Officer US$20,000 in consulting fees. 

 

 

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. There were no new accounting policies adopted in 2017. The following is an overview of 

accounting standard changes that the Company will be required to adopt in future years. The Company 

is still in the process of assessing the impact on the financial statements of these new standards: 

 

IFRS 9 Financial instruments 

On July 24, 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. It also includes a new general hedge accounting standard which aligns 

hedge accounting more closely with risk management.  The mandatory effective date of IFRS 9 is for 

annual periods beginning on or after January 1, 2018 and must be applied retrospectively with some 

exemptions. Early adoption is permitted.   

 

 

IFRS 15 Revenue from contracts with customers 

On May 28, 2014 the IASB issued IFRS 15, Revenue from Contracts with Customers (“IFRS 15”). IFRS 15 

deals with revenue recognition and establishes principles for reporting useful information to users of 

financial statements about the nature, amount, timing and uncertainty of revenue and cash flows 
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arising from an entity’s contracts with customers. Revenue is recognized when a customer obtains 

control of a good or service and thus has the ability to direct the use and obtain the benefits from the 

good or service. The standard replaces IAS 18 Revenue and IAS 11 Construction contracts and related 

interpretations. The effective date is for reporting periods beginning on or after January 1, 2018 with 

early application permitted.  

 

IFRS 16 Leases  

On January 13, 2016, the International Accounting Standards Board published a new standard, IFRS 16, 

Leases, eliminating the current dual accounting model for lessees, which distinguishes between on-

balance sheet finance leases and off-balance sheet operating leases. Under the new standard, a lease 

becomes an on-balance sheet liability that attracts interest, together with a new right-of-use asset. In 

addition, lessees will recognize a front-loaded pattern of expense for most leases, even when cash 

rentals are constant. IFRS 16 is effective for annual periods beginning on or after January 1, 2019, with 

earlier adoption permitted.  

 

Other new standards or amendments are either not applicable or not expected to have a significant 

impact on the Company’s consolidated financial statements.  

 

Critical Judgments and Key Sources of Estimation Uncertainty  

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 judgments in the assessment of the Company's ability to continue as a going 

concern when preparing these consolidated financial statements. Management prepares the 

consolidated financial statements on a going concern basis unless management either intends to 

liquidate the entity or to cease trading, or has no realistic alternative but to do so. In assessing whether 

the going concern assumption is appropriate, management takes into account all available information 

about the future, which is at least, but is not limited to, twelve months from the end of the reporting 

period. The assessment of the Company’s ability to execute its strategy and finance the operations 

through achieving positive cash flow from operations or by obtaining additional funding through debt or 

equity financing involves judgments. Management monitors future cash requirements to assess the 

Company’s ability to realize assets and discharge its liabilities in the normal course of operations. 

 

 

Determination of functional currency of the Company 

The functional currency for each of the Company and its subsidiary is the currency of the primary 

economic environment in which each entity operates. The determination of each entity’s functional 

currency requires analyzing facts that are considered primary factors, and if the result is not conclusive, 

the secondary factors. The analysis requires the management to apply significant judgment since 



14 

 

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.  

 

Key sources of estimation uncertainty 

Significant assumptions about the future and other sources of estimation uncertainty that management 

has made at the statement of the financial position 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: 

 

Depreciation  

Equipment are depreciated based on the estimated useful life less their estimated residual value. 

Significant assumptions are involved in the determination of useful life and residual values and no 

assurance can be given that actual useful lives and residual values will not differ significantly from 

current assumptions. Actual useful life and residual values may vary depending on a number of factors 

including internal technical evaluation, physical condition of the assets and experience with similar 

assets. Changes to these estimates may affect the carrying value of equipment, net income (loss) and 

comprehensive income (loss) in future periods.  

 

Current and deferred taxes 

Accounting for income taxes is a complex process requiring management to interpret frequently 

changing laws and regulations and make judgments relating to the application of tax law, the estimated 

timing of temporary difference reversals, and the estimated realization of tax assets. The Company 

recognizes the deferred tax benefit related to deferred tax assets to the extent recovery is probable. 

Assessing the recoverability of deferred tax assets requires management to make significant estimates 

of future taxable profit. In addition, future changes in tax laws could limit the ability of the Company to 

obtain tax deductions in the future periods. To the extent that future cash flows and taxable income 

differ significantly from estimates, the ability of the Company to realize the net deferred tax assets 

recorded at the reporting date could be impacted.  In addition, all tax filings are subject to subsequent 

government audits and potential reassessment. These interpretations, judgments and changes related 

to them impact current and deferred tax provisions, deferred tax assets and liabilities and results of 

operations. 

 

FINANCIAL INSTRUMENTS 

We are exposed, through our operations, to foreign currency risk, credit risk and liquidity 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 and 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. 
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Credit risk 

Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to 

meet its contractual obligations. The Company’s cash and cash equivalents as well as accounts and other 

receivables are subject to credit risk for a maximum of the amount shown on the consolidated 

statements of financial position. The Company limits its exposure to credit risk on cash and cash 

equivalents by depositing only with reputable financial institutions, and limits its exposure to credit risk 

on accounts and other receivables by only working with large and well-funded organizations. 

Management believes that the Company is subject to minimal credit risk. 

 

Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall 

due. The purpose of liquidity risk management is to maintain a sufficient amount of cash and cash 

equivalents to meet its liquidity requirements at any point in time.  The Company uses cash to settle its 

financial obligations as they fall due. The ability to do this relies on the Company maintaining sufficient 

cash on hand through equity and debt financing. 

Interest rate risk  

Interest rate risk is the risk that the fair value or the future cash flows of a financial instrument will 

fluctuate because of changes in market interest rates. The Company is only subject to interest rate risk 

on its cash balance in the bank and there is unlikely to be a material impact on net income (loss) as the 

bank deposits are short term. 

 

Currency risk 

Foreign currency exchange rate risk is the risk that the fair value of future cash flows of a financial 

instrument will fluctuate because of changes in foreign exchange rates. The Company’s functional and 

reporting currency is United States dollars. The Company is exposed to currency risk through the 

financial assets and liabilities denominated in currencies other than United States Dollars. For the year 

ended June 30, 2017, the Company recorded foreign exchange loss of US$(3,167) (2016 – foreign 

exchange gain of US$56) and foreign currency translation adjustment of US$(5,619) (2016 – US$(364). 

The Company currently does not use derivative instruments to hedge its exposure to the currency risk.   
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BUSINESS RISKS AND UNCERTAINTIES 

We are subject to a number of risks and uncertainties that can significantly affect our business, financial 

condition and future financial performance, as described below. Additional risk factors, including those 

associated with an investment in the Company’s Common Shares, are described in the Company’s 

recent Filing Statement, which is available on Novoheart’s SEDAR profile at www.sedar.com. The risk 

factors described below, 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. 

We have no history of earnings. 

Novoheart has no history of earnings; it has not paid any dividends and it is unlikely to pay any dividends 

in the immediate or foreseeable future. The success of Novoheart will depend to a large extent on the 

expertise, ability, judgement, discretion, integrity and good faith of its management.  

As Novoheart is at an early stage of product marketing, it has generated limited revenues. Novoheart 

expects to spend a significant amount of capital to fund research and development. As a result, 

Novoheart expects that its operating expenses will increase significantly and, consequently, it will need 

to generate significant revenues to become profitable. Even if Novoheart does become profitable, it may 

not be able to sustain or increase profitability on a quarterly or annual basis. Novoheart cannot predict 

when, if ever, it will be profitable. There can be no assurances that the intellectual property of 

Novoheart and Novoheart will be capable of being produced in commercial quantities at reasonable 

costs, or be successfully marketed.  

We may require additional financing, which may not be available. 

The development and the business of Novoheart may require additional financing. Failure to obtain 

sufficient financing may result in the delay or indefinite postponement of its business plans. The initial 

primary source of funding available to Novoheart consists of equity financing. There can be no assurance 

that additional capital or other types of financing will be available if needed or that, if available, the 

terms of such financing will be favourable to Novoheart.  

We rely on key personnel. 

Novoheart’s success depends in large measure on certain key personnel.  The loss of the services of such 

key personnel could have a material adverse effect on Novoheart.  Novoheart will not have key person 

insurance in effect for management.  The contributions of these individuals to Novoheart’s immediate 

operations are likely to be of central importance.  In addition, the competition for qualified personnel in 

the biotech industry is intense and there can be no assurance that Novoheart will be able to continue to 

attract and retain all personnel necessary for the development and operation of Novoheart’s business.  

Investors must rely upon the ability, expertise, judgment, discretion, integrity and good faith of 

Novoheart’s management. 
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We are in a highly competitive industry which is continuously evolving with technological changes. 

Novoheart is engaged in an industry that is highly competitive, is evolving and is characterized by 

technological change.  As a result, it is difficult for it to predict whether, when and by whom new 

competing technologies or new competitors may enter the market. Novoheart faces competition from 

companies with strong positions in certain markets it is currently targeting, and in new markets and 

regions it may enter. Novoheart cannot assure that it will be able to compete effectively against current 

and future competitors. In addition, competition or other competitive pressures may result in price 

reductions, reduced margins or loss of market share, any of which could have a material adverse effect 

on Novoheart’s business, financial condition or results of operations. 

Our technology may not be successful for its intended use. 

Novoheart is offering a technology for screening drug compounds for effects on the human heart. It is 

possible that a drug might on its own have no effect on the heart, but after metabolic or other 

processing by another tissue/organ, yield a product that affects the heart, hence causing a false negative 

result in the MyHeartTM drug screening platform. The development of the “cardiac bandage” for clinical 

application comes with the risks associated with developing therapeutics, including attrition in clinical 

trials.  

We have a novel technology with uncertain market acceptance. 

Cell therapies are at an early stage of development, with uncertain market acceptance. The banking of 

hPSCs for future use as raw materials for producing cell therapy comes at a significant cost which might 

limit the market, especially before successful clinical trials have been performed using pluripotent stem 

cell-derived cell therapy. For drug screening, regulatory authorities such as the US Food & Drug 

Administration (FDA) might scrutinize closely and be sceptical of the test results obtained using the 

bioengineered heart tissues initially, before the technology becomes more widely adopted. 

We are in new market that has not been fully established. 

Novoheart is one of the forerunners of using bioengineered human heart tissues for drug discovery and 

development: the success of the first few trials using this technology, by Novoheart or its competitors, 

might impact on the market’s acceptance. Similarly, the outcome of the first clinical trials of 

regenerative therapies will likely affect the public’s faith in the technology.  

We rely on third parties to provide supplies and inputs required for our products and services. 

Novoheart does not manufacture its own culture media for the maintenance of hPSCs, hvCMs or tissues 

of the MyHeartTM Platform. A few suppliers exist which provide media of the high quality required for 

stable, long-term culture of these cells and tissues.  
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We have traditionally relied on key collaborations and grants. 

The development programs of Novoheart may require substantial additional cash. Traditionally, 

Novoheart have received funds under grant reward programs or have collaborated with government 

entities and research institutes to fund such development. Novoheart cannot provide assurance that it 

may continue to receive all the grant fundings that it applies for, or that it will be able to establish future 

collaborations on commercially reasonable terms. Inability to obtain grant fundings and establish 

collaboration agreements may delay in the development of its products and services. In addition, the 

success of collaboration agreements will depend heavily on the efforts and activities of the third party 

collaborators.  

We do not have any long term customer commitments. 

Potential customers of Novoheart will do business with Novoheart by requesting placement orders for 

particular needs. If Novoheart performs well on a particular placement, then the customer may place 

new orders with Novoheart for additional pathogen testing instruments and supplies. Novoheart may 

have no commitment from a customer beyond the ordered placement. As a result, Novoheart’s success 

will be dependent upon its ability to outperform competitors and win repeat business from existing 

customers, while continually expanding the number of customers for whom it provides services. 

Because Novoheart may not have long-term contracts for its future products, management may not 

accurately predict future revenue streams and there may be no assurance that customers would 

continue to use Novoheart’s platform, or that Novoheart would be able to replace departing potential 

customers with new potential customers that provide Novoheart with comparable revenue. 

We may fail to manage our growth successfully which may adversely impact our operating results. 

Novoheart’s failure to manage its growth successfully may adversely impact its operating results. 

Novoheart’s ability to manage growth will require it to continue to build its operational, financial and 

management controls, contracting relationships, marketing and business development plans and 

controls and reporting systems and procedures. Novoheart’s ability to manage its growth will also 

depend in large part upon a number of factors, including the ability for it to rapidly:   

• expand its internal and operational and financial controls significantly so that it can maintain 

control over operations;  

• attract and retain qualified technical personnel in order to continue to develop reliable and 

flexible products and provide services that respond to evolving customer needs;  

• build a sales team to keep customers and channel partners informed regarding the technical 

features issues and key selling points of its products and services;  

• develop support capacity for customers as sales increase; and  

• build a channel network to create an expanding presence in the evolving marketplace for its 

products and services.   

An inability to achieve any of these objectives could harm the business, financial condition and results of 

operations of Novoheart. 
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Our future success will depend on our ability to continually enhance and develop our products and 

services. 

The market for human bioengineered tissues for drug screening and regenerative therapies is in the 

early stages of recognition.  It is characterized by rapid technological change and the possibility of 

frequent new product introductions. Accordingly, Novoheart’s future success depends upon its ability to 

enhance its current products and to develop, introduce and sell the most accurate products at 

competitive prices. The development of new technologies and products involves time, substantial costs 

and risks. Novoheart’s ability to successfully develop new technologies depends in large measure on its 

ability to maintain a technically skilled research and development staff and to adapt to technological 

changes and advances in the industry. The success of new product introductions depends on a number 

of factors including timely and successful product development, market acceptance, the effective 

management of purchase commitments and inventory levels in line with anticipated product demand, 

the availability of components in appropriate quantities and costs to meet anticipated demand, the risk 

that new products may have quality or other defects in the early stages of introduction and its ability to 

manage distribution and production issues related to new product introductions. If Novoheart is unable, 

for any reason, to enhance, develop, introduce and sell new products in a timely manner, or at all, in 

response to changing market conditions or customer requirements or otherwise, its business would be 

harmed. 

Our future technology may require additional regulatory approval; such approval is costly and we may 

not be able to obtain it. 

If Novoheart were to sell clinical-grade hvCMs and tissues, such clinical-grade hvCMs and tissues will fall 

under the regulatory purview of the US FDA and other equivalent regulatory bodies worldwide. 

Novoheart cannot be sure that these regulatory bodies will approve its products and devices in the 

manner or time frame suggested. The products will follow a distinct regulatory path for each of the two 

markets Novoheart intends to enter into. Though Novoheart intends to work with regulatory 

consultants and third parties knowledgeable in the area, it cannot be sure that it will obtain required 

clearance or certification in a timely manner, or at all.  

We rely on the protection of our intellectual property rights. 

Novoheart’s commercial success depends to a significant degree upon its ability to develop new or 

improved technologies, instruments and products, and to obtain patents or other intellectual property 

rights or statutory protection for these technologies and products in Canada, the US and other countries, 

such as the countries in the European Union and Asia. Novoheart intends to patent concepts, 

components, processes, industrial designs and methods, and other inventions and technologies that it 

considers to have commercial value or that will likely give it a competitive advantage. Despite devoting 

resources to the research and development of proprietary technology, Novoheart may not be able to 

develop new technology that is patentable or protectable. Further, patents issued to Novoheart, if any, 

could be challenged, held invalid or unenforceable, or be circumvented and may not provide Novoheart 

with necessary or sufficient protection or a competitive advantage.  Novoheart has filed for protection 

or secured exclusive license in the fields of research uses and in vitro diagnostics for the use of the 

technology described in the following patents and patent applications: US Patent No. US9452564 “Multi-

scale Wrinkles for Functional Alignment of Stem Cells and Cardiac Derivatives”, US Patent Application No. 

US14/762,777 “Engineered Physical Alignment of Stem Cell-Derived Cardiomyocytes”, US Patent 

Application No. 15/030,325 “Directed Cardiomyocyte Differentiation and Ventricular Specification of 
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Stem Cells”, PCT Patent Application No. PCT/US2015/033206 “Method and Apparatus to Prepare 

Cardiac Organoids in a Bioreactor” and related national filings, US Provisional Patent Application No. US 

62/373,748 “Systems and Methods for Modeling Disease and Assessing Adverse Side Effects of 

Therapeutics Therefor”, and US Provisional Patent Application No. US 62/525,044 “Methods and 

Apparatuses for Prediction of Mechanism of Activity of Compound”. 

In addition, despite its efforts to protect and maintain its patents, as the case may be, competitors and 

other third parties may be able to design around Novoheart’s patents, if so awarded, or develop 

products similar to its products that are not within the scope of such patents. Finally, patents provide 

certain statutory protection only for a limited period of time that varies depending on the jurisdiction 

and type of patent. The statutory protection term of certain of Novoheart’s material patents will expire 

at some time and, thereafter, the underlying technology of such patents will be allowed to be used by 

any third party, including its competitors.  A number of Novoheart’s competitors and other third parties 

have been issued patents, or may have filed patent applications, or may obtain additional patents or 

other intellectual property rights for technologies similar to those that Novoheart has developed, used 

or commercialized, or may develop, use or commercialize, in the future. As certain patent applications in 

the United States and other countries are maintained in secrecy for a period of time after filing, and as 

publication or public awareness of new technologies often lags behind actual discoveries, Novoheart 

cannot be certain that it has been the first to develop the technology covered by its pending patent 

applications. In addition, the disclosure in its patent applications, including in respect of the utility of its 

claimed inventions, may not be sufficient to meet the statutory requirements for patentability in all 

cases.  As a result, Novoheart cannot assure that its patent applications will result in valid or enforceable 

patents.    

Prosecution and protection of the rights sought in patent applications and patents can be costly and 

uncertain, often involve complex legal and factual issues and consume significant time and resources. In 

addition, the breadth of claims allowed in Novoheart’s future patents, their enforceability and its ability 

to protect and maintain them cannot be predicted with any certainty. The laws of certain countries may 

not protect intellectual property rights to the same extent as the laws of Canada or the US. Even if its 

patents are held to be valid and enforceable in a certain jurisdiction, any legal proceedings that 

Novoheart may initiate against third parties to enforce such patents will likely be expensive, take 

significant time and divert management’s attention from other business matters. Novoheart cannot 

assure that any of its pending patent applications will provide any protectable, maintainable or 

enforceable rights or competitive advantages to it.   

In addition to patents, Novoheart relies on a combination of industrial designs, trademarks, trade 

secrets and other related laws and confidentiality procedures and contractual provisions to protect, 

maintain and enforce its proprietary technology and intellectual property rights in the US, Canada and 

other countries. However, Novoheart’s ability to protect its brand by registering certain trademarks may 

be limited. In addition, while Novoheart generally enters into confidentiality and non-disclosure 

agreements with its employees, consultants, contractors, etc. to attempt to limit access to and 

distribution of its proprietary and confidential information, it is possible that:    

• misappropriation of its proprietary and confidential information, including technology, will 

nevertheless occur;   

• its confidentiality agreements will not be honored or may be rendered unenforceable;   
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• third parties will independently develop equivalent, superior or competitive technology or 

products;   

• disputes will arise with its current or future strategic licenses, customers or others concerning the 

ownership, validity, enforceability, use patentability or registrability of intellectual property; or, 

• unauthorized disclosure of its know-how, trade secrets or other proprietary or confidential 

information will occur.  

Novoheart cannot assure that it will be successful in protecting, maintaining or enforcing its intellectual 

property rights. If it is not successful in protecting, maintaining or enforcing its intellectual property 

rights, then Novoheart’s business, operating results and financial condition could be materially adversely 

affected. 

We may infringe the intellectual property rights of others. 

Novoheart’s commercial success depends, in part, upon it not infringing or violating intellectual property 

rights owned by others. The industry in which Novoheart competes has participants that own, or claim 

to own, intellectual property. Novoheart cannot determine with certainty whether any existing third-

party patents, or the issuance of any new third-party patents, would require it to alter its technologies 

or products, obtain licenses or cease certain activities, including the sale of certain products.  

Novoheart may in the future receive claims from third parties asserting infringement and other related 

claims. Litigation may be necessary to determine the scope, enforceability and validity of third-party 

intellectual property rights or to protect, maintain and enforce Novoheart’s intellectual property rights. 

Some of Novoheart’s competitors have, or are affiliated with companies having, substantially greater 

resources than it has, and these competitors may be able to sustain the costs of complex intellectual 

property litigation to a greater degree and for longer periods of time than Novoheart can. Regardless of 

whether claims that it is infringing or violating patents or other intellectual property rights have any 

merit, those claims could: 

• adversely affect Novoheart’s relationships with current or future distributors and dealers of its 

products;  

• adversely affect its reputation with customers;  

• be time-consuming and expensive to evaluate and defend;  

• cause product shipment delays or stoppages; divert management’s attention and resources;  

• subject Novoheart to significant liabilities and damages;  

• require it to enter into royalty or licensing agreements; or  

• require it to cease certain activities, including the sale of products.   

If it is determined that Novoheart has infringed, violated or is infringing or violating a patent or the 

intellectual property right of any other person or if it is found liable in respect of any other related claim, 

then, in addition to being liable for potentially substantial damages, Novoheart may be prohibited from 

developing, using, distributing, selling or commercializing certain of its technologies and products unless 

it obtains a license from the holder of the patent or other intellectual property right. Novoheart cannot 
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assure that it will be able to obtain any such license on a timely basis or on commercially favorable 

terms, or that any such licenses will be available, or that workarounds will be feasible and cost-efficient. 

If it does not obtain such a license or find a cost-efficient workaround, Novoheart’s business, operating 

results and financial condition could be materially adversely affected and it could be required to cease 

related business operations in some markets and restructure its business to focus on its continuing 

operations in other markets.   

Our directors may serve as directors for other biotech companies and may have conflict of interest. 

Certain of Novoheart’s directors are also directors of other biotech companies and as such may, in 

certain circumstances, have a conflict of interest requiring them to abstain from certain decisions.  

Conflicts, if any, will be subject to the procedures and remedies of the BCBCA. 

We are subject to foreign exchange risks. 

As Novoheart grows and does business in foreign markets, including Hong Kong and the US, it is quite 

possible that transactions will take place in foreign currencies. At this point Novoheart does not 

participate in hedging activities. Although it cannot predict the effect of possible foreign exchange losses 

in the future, if they occurred, than they could have a material adverse effect on Novoheart’s business, 

results of operation, and financial condition. In addition, fluctuations in exchange rates could affect the 

pricing of its products and negatively influence customer demand. 

We are subject to taxation risks and changing rules by different tax authorities. 

Tax examinations are often complex as tax authorities may disagree with the treatment of items 

reported by Novoheart, the result of which could have a material adverse effect on its financial 

condition and results of operations. 

We are subject to a number of risks and hazards, of which not all of them may be sufficiently insured 

for. 

Novoheart’s business will be subject to a number of risks and hazards generally, including general 

liability. Such occurrences could result in damage to property, inventory, facilities, personal injury or 

death to end-customers or operators, damage to the properties of Novoheart, or the properties of 

others, monetary losses and possible legal liability.  Although Novoheart maintains insurance to protect 

against certain risks in such amounts as it considers to be reasonable, its insurance will not cover all the 

potential risks associated with its operations. Novoheart may also be unable to maintain insurance to 

cover these risks at economically feasible premiums. Insurance coverage may not continue to be 

available or may not be adequate to cover any resulting liability. Novoheart might also become subject 

to liability which may not be insured against or which Novoheart may elect not to insure against because 

of premium costs or other reasons. Losses from these events may cause Novoheart to incur significant 

costs that could have a material adverse effect upon its financial performance and results of operations. 

We may be subject to product liability risks and claims. 

Product liability insurance is expensive but necessary in the medical and food safety technology industry. 

Companies are subject to the risk of potential product liability claims. Should such claims be successful, 

plaintiffs could be awarded significant amounts of damages, which could exceed the limits of a liability 

insurance policy held by Novoheart.  Novoheart will obtain the insurance coverage for its products and 
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potential liability exposure that it considers adequate, but there is no guarantee that Novoheart will be 

able to obtain, maintain in effect or increase its insurance on acceptable terms or at reasonable costs, or 

that such insurance will provide Novoheart with adequate protection against potential liability. 

Novoheart will have to use distributors for the sale of some of the products of which it is the owner, and 

such distributors may not have general insurance or liability insurance pertaining to the use of the 

products sold by them or may have insurance that does not cover such liability in an amount sufficient 

to adequately protect Novoheart. 

 
FURTHER INFORMATION 

Further information relating to the Company is available online on Novoheart’s SEDAR profile at 

www.sedar.com.  


