
1

A P P L IED IN VEN T IO N S M A N A GEM EN T CO R P .

M anagem entDiscussionandA nalysisofFinancialConditionsandR esultsof

O perationsforthethreem onthperiodsendedN ovem ber30,2017& 2016

T hisM anagem ent Discussion and Analysis(M .D.& A.)should be read in conjunction w ith Applied

InventionsM anagem entCorp.’s(the “ Com pany” )consolidated annualaudited financialstatem ents

and the accom panying notesthereto w hich have been prepared in accordance w ith International

FinancialR eporting S tandards(IFR S )in Canada.Allm onetary am ountsare expressed in Canadian

dollars. Additionalinform ation regarding the Com pany isavailable on the S EDAR w ebsite at

w w w .sedar.com

FO R W A R D -L O O KIN G IN FO R M A T IO N

T he M .D.& A.and analysisand othersectionsofthisreport contain forw ard-looking statem ents.

T hese forw ard-looking statem ents,by theirnature,necessarily involve risksand uncertaintiesthat

could cause results to differ m aterially from those contem plated by these forw ard-looking

statem ents.M anagem ent considersthe assum ptionson w hich these forw ard-looking statem ents

are reasonable atthe tim e the statem entsw ere prepared,butcautionsthe readerthatthey could

causeactualresultstodifferm aterially from thoseanticipated.

DA T EO FM .D.& A .

T hisM .D.& A.w aspreparedonJanuary 29,2018.

GEN ER A L O VER VIEW

O nAugust29,2014,theCom pany filedarticlesofam endm entchangingitsnam efrom Applied
InventionsM anagem entInc.toAppliedInventionsM anagem entCorp

A ceasetradeorder(“ CT O ” )w asim posed ontheCom pany by theO ntarioS ecuritiesCom m issionon

February 20,2001 forfailuretofileitsannualaudited consolidated financialstatem entsfortheyear

ended August 31,2000 and interim unaudited consolidated financialstatem entsfor the three

m onth period ended N ovem ber 30, 2000. T hese consolidated financial statem ents w ere

subsequently filedonS edarby theCom pany.

O n August27,2011,the O ntario S ecuritiesCom m ission issued aR evocation O rderofthe CT O .T he

Com pany isnow seeking to com plete atransaction that w ould allow the reinstatem ent oftrading

privilegesonarecognized stockexchange.

P riorto 2002,the Com pany m anufactured,m arketed and distributed the S AVE sw im m ing pool

intrusionalarm .

T heCom pany isintheprocessofreorganizingitsaffairs.
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S EL ECT ED AN N U A L IN FO R M A T IO N

FortheyearsendedA ugust31st 2016 2017

S ales $N il $ N il

N etL ossand Com prehensiveL oss ($157,757) ($187,380)

L osspershare ($0.103) ($0.058)

T otalAssets $726 $599

CurrentL iabilities $119,381 $515,624

T otalL ongT erm Debt $ N il $N il

CashDividends $ N il $ N il

Deficit ($3,712,707) ($3,900,087)

R ES U L T S O FO P ER A T IO N A N D Q U A R T ER L Y R ES U L T S

Applied InventionsM anagem ent Corp. hasincurred adm inistrative costs,professionalfeesand

consulting fees associated w ith preparing and filing annual audited consolidated financial

statem ents,unaudited interim consolidated financialstatem entsand allother regulatory filing

requirem entsandhascontinued toaccrueinterestonitsinterestbearingshareholderadvancesand

itsM ultiple and S ubordinate Voting Debentures.P rofessionalfeesincurred forthe three m onth

period N ovem ber30,2017 w ere $5,491 (N ovem ber30,2016 -$1,217).Interest accrued on the

secured dem and Debenture, and shareholder advancesw as$23,602 (N ovem ber 30,2016 -

$35,177). Bank chargesw ere $32 during the three m onth period ended N ovem ber 30,2017

(N ovem ber30,2016 -$79).
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T otalR evenue $ N IL $ N IL $ N IL $ N IL $ N IL $ N IL $ N IL $ N IL

N etL ossand

com prehensive

loss

($17,187) ($19,039) ($41,246) ($90,622) ($36,473) ($117,955) ($17,024) ($10,230)

N etL ossper
S hare

($0.002) ($0.002) ($0.026) ($0.059) ($0.024) ($0.077) ($0.011) ($0.007)

W eightedaverage

shares

outstanding

8,228,034 8,228,034 1,527,774 1,527,774 1,527,774 1,527,774 1,527,774 1,527,774
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L IQ U IDIT Y

T he Com pany hasbeen dependent upon one ofitsshareholdersw ho isan officerand directorof

the Com pany,to provide financing for ongoing adm inistrative expensesand for costsof re-

organizing the affairsofthe Com pany,subject to expense recoveriespursuant to the exclusivity

agreem ent described herein.T he shareholder,w ho isan officerand directorofthe Com pany,has

indicated that he w illcontinue to fund costsanticipated to be approxim ately $15,000 perannum .

How ever,ifthe shareholder decidesnot to fund the ongoing costs,the Com pany w illhave to

attem pt to raise m oniesto fund ongoing operationsfrom an alternative source. T here isno

assurance that the Com pany w illbe able to raise the required m oniesat com petitive ratesto

continueoperations.

AsatN ovem ber30,2017,S hareholderadvancespayable w hich isow ingto aprincipalshareholder

w ho is also a director and officer of the Com pany w as $94,022 (August 31, 2017 ‐ $89,056) including 

accum ulated interestadvanced to theCom pany by thesam eS hareholderand bearsinterestat10%

perannum andissecured by aGeneralS ecurity Agreem ent.

FIN A N CIA L IN S T R U M EN T S

Allfinancialinstrum entsare recorded initially at fair value. In subsequent periods,allfinancial
instrum entsare m easured based on the classification adopted forthe financialinstrum ent:held to
m aturity,loansand receivables,fairvalue through profitorloss(“ FVT P L ” ),available forsale,FVT P L
liabilitiesorotherliabilities.

FVT P L assetsand liabilitiesaresubsequently m easured atfairvaluew iththechangeinthefairvalue
recognized innetincom e(loss)duringtheperiod.

Held to m aturity assets,loansand receivables,and otherliabilitiesare subsequently m easured at
am ortizedcostusingtheeffectiveinterestratem ethod

T he Com pany’sfinancialassetsinclude cash and professionalfeesexpense recovery w hile the
Com pany’s financial liabilities include accounts payable and accrued liabilities, shareholder
advances,subordinatevotingdebenture.Classifiedofthesefinancialinstrum entsisasfollow s:

FinancialInstrum ent Classification
Cash FVT P L
Accountspayableandaccrued liabilities O therliabilities
S hareholderadvances O therliabilities

S ubordinateand M ultipleVotingDebentures O therliabilities

Cash ism easured at level1 ofthe fairvalue hierarchy.T he Com pany doesnot have any financial

instrum entsatlevel2 or3 ofthefairvaluehierarchy.T hethreelevelsofthefairvaluehierarchy are

asfollow s:



4

L evel 1: Valuesbased on unadjusted quoted pricesin active m arketsfor identical assetsor

liabilities.

L evel2: Valuesbased on quoted pricesin m arketsthat are not active orm odelinputsthat are

observableeitherdirectly orindirectly forsubstantially thefullterm oftheassetorliability.

L evel3:Valuebasedonpricesorvaluationtechniquesthatrequireinputsthatareboth

unobservableand significanttotheoverallfairvaluem easurem ent.

FIN A N CIA L R IS KM A N A GEM EN T -L IQ U IDIT Y R IS K

R isk m anagem ent isthe responsibility ofm anagem ent w ho isofthe opinion that the Com pany is

exposed to financialrisksasdescribed below . T he Com pany'sfinancialinstrum entscom prised of

cash,accountspayable and accrued liabilities,shareholderadvancesand subordinate and m ultiple

voting debentures,approxim ate fair valuesdue to the relatively short term m aturitiesof the

instrum ents. It ism anagem ent'sopinion that the Com pany isnot exposed to significant interest

and currency risks.L iquidity riskistheriskthattheCom pany w illnotbeableto m eetitsobligations

asthey falldue. AsatN ovem ber30,2017 the Com pany had currentliabilitiesof$544,717 (August

31, 2017 ‐ $515,624) and assets of $12,505 (August 31, 2017 ‐ $599). As a result, the Com pany has 

liquidity riskandisdependentonobtainingadditionalfinancingtom eetitscurrentobligations.

Interest rate risk includesthe risk that future cash flow sorfairvalue w illfluctuate asaresult of

changesinm arketinterestrates.T heCom pany isnotexposed tointerestrateriskonitsdebentures

and shareholderloanpayablew hichbearinterestatafixedrate.

T heCom pany’saccountspayableoutstandingforover90 daysam ountto$21,224 (August31,2017

– $19,224).

CA P IT A L R IS KM A N AGEM EN T

T he Com pany considerscapitalstockand deficitto representcapital.AsatN ovem ber30,2017 and

August 31,2017 the Com pany hasashareholders’ deficiency and m anagem ent’sobjective isto

m aintainitsability tocontinueasagoingconcern.

T he Com pany isnot subject to externally im posed capitalrequirem entsand there hasbeen no

change w ith respectto theoverallcapitalriskm anagem entstrategy duringthethree m onth period

endedN ovem ber30,2017 andtheyearendedAugust31,2017.

O FFBA L A N CES HEET A CT IVIT IES

AsatN ovem ber30,2017,the Com pany had no offbalance sheetfinancialcom m itm entsand does

notanticipateenteringintoany contractsofsuchnature.
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DEBT S ET T L EM EN T

O nApril27,2016,theCom pany agreedtosettleanaggregateof$645,154 ofindebtednessow ingto

thecontrollingshareholderw hoisadirectorandP residentoftheCom pany,andto W FE

Investm entsCorp.(“ W FE” ),acom pany controlledby thecontrollingshareholderoftheCom pany,in

exchangefortheCom pany issuingafirstsecuredS ubordinateVotingDebentureintheprinciple

am ountof$343,154 tothecontrollingshareholderand afirstsecuredM ultipleVotingDebenturein

theprincipleam ountof$302,000 toW FE.T hedebenturesbearinterestatarateof10% perannum .

Interestispayablequarterly and theprincipleam ountsoutstandingaredueonApril27,2018,the

m aturity date.

T he secured S ubordinate Voting Debenture and the M ultiple Voting Debenture and any unpaid

interest thereon are convertible,at the option ofthe holdersinto S ubordinate Voting U nitsand

M ultiple Voting U nitsrespectively at aconversion price of$0.05 perS ubordinate Voting U nit or

M ultipleVotingU nitrespectively priorto them aturity date.Each S ubordinateVotingU nitand each

M ultiple Voting U nit w illconsist of one Class“ A” subordinate voting share and one Class“ B”

m ultiple voting share respectively and one detachable share purchase w arrant.Each w arrant shall

entitle the holderthereofto acquire one Class“ A” subordinate voting share ataprice of$0.06 per

shareuntiltw oyearsfrom thedateofissuance.

T hefairvalueoftheliability com ponentatthetim eofissueof$275,046and$242,060 forthe

subordinatevotingandm ultiplevotingdebentures,respectively,w ascalculatedasthediscounted

cashflow sfortheconvertibledebentureassum inga22% interestratew hichw asbased onthe

estim atedm arketinterestrateforaconvertibledebenturew ithoutaconversionfeature.T hefair

valueoftheequity com ponent(conversionfeature)of$68,108and $59,940 forthesubordinate

votingandm ultiplevotingdebentures,respectively,w asdeterm ined atthetim eofissueasthe

differencebetw eenthefairvalueofthecom pound convertibledebenturesandthefairvalueofthe

liability com ponentcorrespondingtoaratethattheCom pany w ouldhaveobtainedforasim ilar

financingw ithouttheconversionoption.

O nM ay 30,2017,theM ultipleVotingDebentureandaccruedinterestthereonw ereconverted into

6,700,260 Class“ B” M ultipleVotingU nitsat$0.05 perunitcom prising6,700,260 M ultipleVoting

S haresand6,700,260 Class“ A” detachablesharepurchasew arrants.
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S ubordinateVoting M ultipleVoting
Debenture Debenture

N om inalvalueofdebenturesissued $ 343,154 $ 302,000
Equity Com ponent (68,108) (59,940)
L iability com ponentatdateofissue $ 275,046 $ 242,060
Accretion 69,606 39,333
Conversion (281,393)
L iability com ponentatN ovem ber30,2017 $ 344,652 $ -

R EL A T ED P A R T Y T R A N S A CT IO N S

T ransactionsw ithrelated partiesarelistedbelow and incurred inthenorm alcourseofbusinessand

arem easuredattheexchangeam ount:

a) AsatN ovem ber30,2017 debentureinterestexpense,accretionexpenseand shareholder

advances expense w as $23,602 (N ovem ber 30, 2016 ‐ $35,177) and is due to the controlling 

shareholderw hoisadirectorandofficerortoacom pany controlledby thecontrolling

shareholder.Actualinterestexpenseof$54,550 (N ovem ber30,2016 -$38,223)hasbeen

accruedinrespectoftheS ubordinateandtheM ultipleVotingDebentures.

b) AsatN ovem ber30,2017 theCom pany hasS hareholderL oansduetothecontrolling

shareholder,officeranddirectoroftheCom pany,consistingof$94,022 (August31,

2017  ‐ $89,056) advance bearing interest at 10%  per annum , advances being secured by a 

generalsecurity agreem ent.

c) Included in accountspayable and accrued liabilitiesis$16,030 (August 31,2017 -$16,030)

forthereim bursem entoffeesand expensesow ed tothecontrollingshareholderw hoisalso

adirectorandofficeroftheCom pany.

d) During the yearended August 31,2017,the current controlling shareholderw ho isalso a
directorand officerofthe Com pany forgave $17,900 w orth ofoutstanding payablesdue to
him ,oraCom pany controlledby thecontrollingshareholder.
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CR IT ICA L A CCO U N T IN G ES T IM A T ES A N D JU DGEM EN T S

T he preparation of financial statem ents in com pliance w ith IFR S requires the Com pany’s

m anagem ent to m ake certain estim atesand assum ptionsthat they consider reasonable and

realistic.Despite regularreview softhese estim atesand assum ptions,based in particularon past

achievem entsoranticipations,factsand circum stancesm ay lead to changesin theseestim atesand

assum ptionsw hich could im pactthe reported am ountofthe Com pany’sasset,liabilities,equity or

earnings.T here havebeen no judgm entsm adeby m anagem entin the application ofIFR S thathave

asignificant effect on the financialstatem entsforthe period ended N ovem ber30,2017 and the

yearendedAugust31,2017. Actualresultscoulddifferfrom thoseestim ates.

CO N T R O L S A N D P R O CEDU R ES

M anagem ent isresponsible forthe design ofinternalcontrolsoverfinancialreporting to provide

reasonable assurance regarding the reliability offinancialreporting and the preparation ofthe

consolidated financialstatem entsin accordance w ith IFR S .Based on areview ofitsinternalcontrol

proceduresat the end ofthe period covered by thisM D&A,m anagem ent believesitsinternal

controlsand procedures,forthe natureand size ofthe entity,are effective in providingreasonable

assurancesthat financialinform ation isrecorded,processed,sum m arized and reported in atim ely

m anner.

M anagem ent isalso responsible for the design and effectivenessof disclosure controlsand

proceduresto provide reasonable assurance that m aterialinform ation related to the Com pany,is

m ade know n to the Com pany’scertifying officers.M anagem enthasevaluated the effectivenessof

the Com pany’sdisclosure controlsand proceduresand hasconcluded that these controlsand

proceduresare effective,forthe nature and size ofthe entity,in providing reasonable assurance

that m aterialinform ation relating to the Com pany ism ade know n to them by othersw ithin the

Com pany.

O U T S T A N DIN G S HA R EDA T A

Com m onS hares

Asat N ovem ber 30,2017 the Com pany had 388,435 (August 31,2016 – 388,435) Class“ A”

S ubordinate Voting S haresand 7,839,599 (August 31,2017 – 7,839,599)Class“ B” M ultiple Voting

S haresissuedand outstanding.

O n M ay 30,2017 the M ultiple Voting Debenture and accrued interest of$33,013 w ere converted

into 6,700,260 M ultiple Voting U nits,com prising 6,700,260 Class“ B” M ultiple Voting S haresand

6,700,260 Class“ A” detachablesharespurchasew arrants.
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S tockO ptionsandsharepurchasew arrants

T he Com pany’sstockoption plan providesoptionsthatcan be exercised foram axim um of10% of

the issued and outstanding Class“ A” S ubordinate Voting S haresand am axim um of10% ofthe

issued andoutstandingClass“ B” M ultipleVotingS haresonthedateofgrant.

O n April29,2016,150,000 optionsto purchase Class“ A“ sharesw ere granted pursuant to the

Com pany’sstockoptionplantodirectorsoftheCom pany.T heoptionsw erefully vested atthedate

ofgranting,havean exercisepriceof$0.05 pershareand expireon April29,2021.T hefairvalueof

the options granted of $745 is estim ated at the tim e of the grant using the Black‐S choles option 

pricingm odel.

O n M ay 30,2017,6,700,260 Class“ A” detachable share purchase w arrantsw ere issued. Each

w arrantshallentitletheholdertoacquireoneClass“ A” subordinatevotingshareat$0.06 pershare

untiltw oyearsfrom dateofissue.

O n O ctober27,2017,the Com pany granted 600,000 optionsto itsdirectorsw ith an exercise price

of$0.05 and anexpiry dateofO ctober22,2022.

EX CU S IVIT Y A GR EEM EN T

P roposedT ransaction

O n S eptem ber 29,2017,the Com pany entered into an exclusivity agreem ent (the “ Exclusivity

Agreem ent” )to com plete abusinesscom bination w ith athird party (the “ T arget” ),resulting in a

reverse takeoveroftheCom pany (the “ P roposed T ransaction” ).Duringthe exclusivity period w hich

expireson Decem ber 31,2017,the partieshave agreed to negotiate abinding agreem ent to

com plete the P roposed T ransaction.Aspart ofthe Exclusivity Agreem entthe T argethasagreed to

pay certain expensesofthe Com pany during the exclusivity period.T here isno guarantee that the

partiesw illbe able to negotiate am utually acceptable binding agreem entorsuccessfully com plete

theP roposed T ransaction.

S ubsequent to the period end,the Exclusivity Agreem ent hasexpired how ever,negotiation

continuesw iththethird party.P rofessionalfeesand expensesincurredby theCom pany am ounting

to $ 11,938 w ith respect to the potentialtransaction are recoverable from the third party w hich

havenow beenpaid.
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O FFICER S A N D DIR ECT O R S

AsatN ovem ber30,2017 theofficersanddirectorsoftheCom pany include:

M ichaelS tein -P residentandDirector

GabrielN achm anFCP A,FCA -ActingCFO ,DirectorandChairofAuditCom m ittee

N icholasHariton -Director

Barry P olisuk -Director

A DDIT IO N A L IN FO R M A T IO N

Additionalinform ationrelatingtotheCom pany isavailable:

 O ntheInternetattheS EDAR w ebsiteatw w w .sedar.com or,

 By contactingM ichaelS teinat416-816-9690


