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The following Management Discussion & Analysis (“MB”) is intended to assist in the
understanding of the trends and significant changethe financial condition and results of
operations of Auxellence Health Corporation (forined924888 BC Ltd. or “0924888BC"))
(“Auxellence” or the “Company”) for the year endéahe 30, 2014. The MD&A should be read
in conjunction with the financial statements foe tyear ended June 30, 2014. The MD&A has
been prepared effective October 28, 2014.

SCOPE OF ANALYSIS

The following is a discussion and analysis of Alemte (formerly 0924888BC), which was
incorporated on November 9, 2011, under the lawthefProvince of British Columbia. The
Company’s head office is located at 2922 Mt. Seyniky, North Vancouver, BC, V7H 1E9.
The Company reports its financial results in Caaadiollars and under IFRS. As a result of a
recently completed Plan of Arrangement, it acqligelLetter of Intent to merge with C&C
Cosmeceuticals Corporation (“C&C”) through a bussieombination (the “C&C LO)”

FORWARD LOOKING STATEMENTS

The information set forth in this MD&A contains s&ments concerning future results, future
performance, intentions, objectives, plans and etgpens that are, or may be deemed to be,
forward-looking statements. These statements caoimgeipossible or assumed future results of
operations of the Company are preceded by, followgdor include the words ‘believes,’
‘expects,’” ‘anticipates,” ‘estimates,’ ‘intends,plans,” ‘forecasts,” or similar expressions.
Forward-looking statements are not guarantees tofduperformance. These forward-looking
statements are based on current expectations rikialvé numerous risks and uncertainties,
including, but not limited to, those identified tine Risks Factors section. Assumptions relating
to the foregoing involve judgments with respect &pong other things, future economic,
competitive and market conditions and future bussnéecisions, all of which are difficult or
impossible to predict accurately and many of whidderlying the forward-looking statements
are reasonable, any of the assumptions could pmoaecurate. These factors should be
considered carefully, and readers should not plackie reliance on forward-looking statements.
The Company has no intention and undertakes ngaifwn to update or revise any forward-
looking statements, whether written or oral thayrha made by or on the Company's behalf.

Trends

Other than as disclosed in this MD&A, the Compasiyot aware of any trends, uncertainties,
demands, commitments or events which are reasoti&bly to have a material effect upon its

revenues, income from continuing operations, pabfiity, liquidity or capital resources, or that

would cause reported financial information not reseeily to be indicative of future operating

results or financial condition.



General Development and Auxellence’s (formerly 0924  888BC) & C&C’s Business

Auxellence (formerly 0924888BC) was incorporatediitish Columbia on November 9, 2011
as a wholly-owned subsidiary of a reporting isstiaitain Developments Corp. The Company
has not yet commenced commercial operations asurmé 30 2014. During 2012, Haltain
obtained final court approval to complete a plamwangement (th8Arrangement™) pursuant

to Division 5 of Part 9 of the Business Corporatiet (British Columbia) with its wholly-
owned subsidiary Auxellence (formerly 0924888BChder the Arrangement, the Company is
to acquire $2,500 and all of Haltain’s interestam agreement to merge with C&C through a
business combination, in exchange for common sh{#re$Auxellence (formerly 0924888BC)
Shares") of the Company, which Auxellence (formerly 0928B&) Shares are to be distributed
to Haltain shareholders pursuant to the Arrangem@nt closing of the Arrangement, each
Haltain shareholder, as of the share distributerord date received one new common share in
the capital of Haltain (théNew Haltain Shares") and itspro-rata share of the Auxellence
(formerly 0924888BC) Shares as distributed underAlrangement for each Haltain common
share (the"Haltain Shares™) held by such person at the share distribution ceadate
(determined to be as of May 13, 2013).

On May 21, 2013, the Company acquired the C&C L@l 82,500 from Haltain as part of the
Arrangement. The Company has not commenced any eooiah operations other than
acquiring the C&C LOI from Haltain.

On completion of the Arrangement, the Company be&cameporting issuer in the province of
British Columbia, Alberta, and Ontario, the shatdbos of which are the holders of Haltain
Shares as of the share distribution record date.

The Company was formed as a consumer marketing @oyp sell proprietary natural skincare
cosmeceuticals products through the developmenhefproposed business combination with
C&C Cosmeceuticals Corporation. The business bkent on a larger scope as C&C has
modified its focus to that of a consumer healtthtedogy company providing high-level online
personal health solutions to customers of OTC (aVe-Counter) consumer health products
and services in the skincare (acne) and weight geanant sectors. The company is integrating
innovative “thera’peutic and diag”nostic” (theratios devices along with an Interactive expert
system and recommender “PRESCRIPTOR” engine toigeowa personalized system of
diagnostic procedures for unique health “solutiomsistomized to each consumer. This
technology was initially geared towards selling pretary formulations of natural skin health
and therapeutic products; however, the businestehias expanded to provide an unbiased and
independent recommendation of “any” and “all” maa@irer's products that are submitted to be
included and evaluated to be potentially recomméntlg the company’s system. All
recommendations will be custom tailored based ah ¢bnsumer’s physiology. The Company
may also acquire additional licenses to other skimor consumer health technologies, products
and services. Accordingly, the Company’s finansiatcess may be dependent upon the extent
to which it can develop its skincare cosmeceutarad consumer weight management health
technologies, products and services, and the edonaability of acquiring, or developing any
such additional product or service offerings. T@mpany is still in the startup phase and has
not begun commercialization.

Auxellence (formerly 0924888BC), after combiningmC&C, will be operating as a consumer

health technology company providing high-level nalpersonal health solutions to customers of
OTC (Over-The-Counter) consumer health products semtices in the skincare (acne) and
weight management sectors. Accordingly, Auxellencgormerly 0924888BC) financial



success may be dependent upon the extent to wigeh develop its business objectives and the
economic viability of commercializing any such taologies and additional opportunities.

On May 21, 2013, the Company entered into a defenibcquisition agreement with C&C

Cosmeceutical Corp. (“C&C”) such that C&C will amgamate with a wholly owned subsidiary
of the Company, 0961896 BC Ltd., and form a Newit€Cexchange for 100% shares of C&C.
Each common share of C&C will exchange for 1.25 wmm share of the Company. The
Company’s subsidiary completed the amalgamatioh @&C on June 19, 2013 and formed a
New Co as a wholly owned subsidiary of the Compdntotal of 39,825,000 common shares of
the Company have been issued to shareholders of t6&0Gmplete the acquisition. On June 19,
2013, the Company’s common shares have been agpfovksting on Canadian National Stock
Exchange (“CNSX”) and the Company’s common shasag& ltommenced trading on June 20,
2013 under the symbol (“AID").

The company has subsequently assumed the yearfehshe 38 and had closed a private
placement of $208,000 for common shares at $0.20aanonvertible debenture of $388,500
convertible at $0.20 on Novembef,52013. The 500,000 options as of the press relgatss]
July 19", 2013 were all cancelled December 31, 2013. Hitiath, 375,000 options at $0.20
were granted on January 22, 2014 and subsequeamitelled on March 31, 2014.

On April 21, 2014, the Company announced a nondmexk private placement for shares at $.15
per common share which was subsequently re-prineiay 6", 2014 to $0.10. On August 22,
2014, the non-brokered private placement was tbgariced to $.05 per unit (exchangeable into
one common share and one warrant redeemable fomanon share at $.10). At this time all
outstanding cash loans advanced to the company subrgtantially settled. On April 24, 2014
the company signed a Letter of Intent to enter amRian of Arrangement and on Ma9h12014,

the Company announced it had signed 3 additiondkits of Intent to enter into the Plan of
Arrangement. On May 36 2014 the Company announced signing a Letter tehtrto acquire
the Intellectual Property underlying it's licensgersonal health management system for weight
management and skin conditions. On Ma$},28014 the Company announced it had signed an
agreement with a private venture capital firm foahcing and business strategy development.

On July 18, 2014, the company set the share record distdbutiate for the plan of
arrangement that was successfully approved. On $tugB, 2014, the Company signed the
Intellectual Property (IP) Acquisition Agreement &equire the IP underlying its licensed
personal health management system for weight mamagfeand skin conditions, (subject to
certain terms and conditions). On August 19, 2@id,Company announced that it had reached
an agreement with the creditors to cancel the Quibugy of the Debt. On August 22, 2014, the
Company announced signing a USA Distribution Agreetmand Plan of Arrangement. On
August 26, 2014 the Company announced that it digmenew General Service Agreement
(GSA) for R&D and Operations Framework. On AugRéf, 2014 the Company announced
that it negotiated with its cash lenders to subscend effectively close the private placement.
On September'd 2014 the Company announced the closing and sletithe private placement
which was closed on Septembéf, 2014. On September 21, 2014 the Company annduhce
early warning reports that resulted from personsigyating in the private placement and the



shares issued for the IP acquisition. On Septer@B&r2014 the Company’s medical device
manufacturer received market clearances for saeSanada and the European Union. On
September 29 2014, the Company confirms the company’s medimtice manufacturer
received market clearances and Health Canada andaBECertifications. On October'2014
the Company announces the initial release for ad@ioedition of the TULIP™ system. On
October 292014 the Company announces it is considering a D8& Listing. On October's
2014 the Company announced a larger commerciahseleand the TULIP™ pre-order
availability.

C&C'’s Business History

On April 30, 2013, the Company entered into a l&teg, development, , marketing and general
servicing agreement (the “Agreement”) with Decames., (“Decanex”) of Toronto, Ontario.
Decanex will provide the company with:

- an expert recommender system (Decanex Prescripiistpmized for natural and OTC
health products, for the non-exclusive use of thstamer worldwide and for the
exclusive use of the customer in Canada; and

- a Autonomous Biomedical Care( ABC) Services, custethfor general self-care, for the
non-exclusive use of the Customer worldwide andtherexclusive use of the customer
in Canada.

In return for the services rendered by Decanex @btwe Company shall pay a total of
$1,200,000 engineering fee on delivery of the sgstdhe Company shall make different
advance payments to Decanex towards fulfilmenthi$ engineering fee, as requested by
Decanex from time to time in order for Decanexdmplete the customization for the Company.

C&C, after combing with 0924888BC, C&C, will be apeng as a health technology company

providing high-level online personal health solagao customers of OTC (Over-The-Counter)

consumer health products and services in the skén@ene) and weight management sectors.
Accordingly, C&C'’s financial success may be dependgpon the extent to which it can develop

its business objectives and the economic viabdftgommercializing any such technologies and

additional opportunities.

RESULTS OF OPERATIONS

During the year ended June 30, 2014, the Companyréd a net loss of $54,463 compared to
$339,545 in the prior comparable year. The significdecrease is primarily attributed to a reverse
acquisition listing expense incurred in the priomparable period not recurring in the current perio
Offsetting the drop in overall net loss from precomparable year, is a finance charge incurrtésgkin
current year relating to accretive activity relgtito financial instruments. In additional officada
overhead costs increased due to a ramp up of sehactivity. Transfer agent fees increased due to
increased treasury activity during the year. .

During the year ended June 30, 2013, the Compahygdrapleted a three-cornered amalgamation with
C&C. The Company has been active in raising fundsance the building and customization of the



expert system and theranostic device developméet trsed in the Company’s business. As of the date
of this discussion, the Company had issued 41,837¢c6mmon shares to its shareholders as of record
date of June 30, 2013. During the period ended 30n2013, the Company accrued $6,000 as audit
fees, $1,000 as professional fees and incurre&®9%& other consulting expenses. There was Bo oth
expense incurred by the Company during this period.

During the year ended June 30, 2012, the Compasyinetive and incurred $3,034 in expenses
comprising mainly professional fees.

SELECTED ANNUAL INFORMATION

The following financial data, which has been pregan accordance with IFRS, is derived from
the Company’s financial statements. These sumbeirgy reported in Canadian dollars and did
not change as a result of the adoption of policegerning Financial Instruments

Year ended
June 30, June 30, June 30,
2014 2013 2012
Total Revenue $ -3 - $ -
Interest income - - -
Expenses 54,463 339,545 3,034
Net loss (54,463) (339,545) (3,034)
Total assets 2,080,283 1,144,632 -
Total long-term liabilities - 248,500 -
Net loss per share (0.001) (0.009) (0.001)

(basic and diluted)

SELECTED QUARTERLY INFORMATION

The following table summarized the results of opers for the four eight recent quarters.

Jun. 30 Mar. 30 Dec. 31 Sep. 3(

2013 2013 2013 2013

Total Revenu $ - $ - $ - $ -
Net Los: (331,267) a7 (4,747 (3,514
Net Loss Per Sha (0.01) (0.00 (0.00 0.0C

(basic and dilutes




Jun. 30, Mar. 30 Dec. 31 Sep. 3(

2014 2014 2014 2014
Total Revenu $ - $ - % - $ -
Net Profit or Los: 3,994 (12,834 (12,883 (32,740
Net Profit (Los<) Per Shart 0.01 (0.00 (0.00 (0.00

(basic and dilutes

LIQUIDITY

(@)

(b)

(©

(d)

)

®
(@)

(h)

The Company is a start-up health technologgypany and therefore has no regular source
of income, other than interest income it may earfumds invested in short-term deposits.
As a result, its ability to conduct operations Juding the development of its website and
customization of health technologies and the etialuand acquisition of additional health
technologies, is based on its current cash arability to raise funds, primarily from equity
sources, and there can be no assurance that thea@pmill be able to do so.

The Company needs to complete payments of thaesrgig fee to Decanex and complete
regulatory approvals prior to commencement of traroercialization of its business.

Other than as set forth herein, there are noeewd fluctuations in the Company's
liquidity, taking into account demands, commitmegtgents or uncertainties.

The Company does not currently have any liquidisksr associated with financial
instruments.

The Company is expected to have a working capéhtidncy if it does not complete the
proposed financing. The Company expects to mediqiisdity need through additional
equity or debt financing(s).

There are no balance sheet conditions or incomsash fow items that may affect the
Company's liquidity.

The Company, Auxellence has one subsidiary C&C @osuticals Corp.

There are currently no defaults or arrearsieyGompany on:

() dividend payments, lease payments, interest orincipal payment
on debt;

(i) debt covenants; and
(i) redemption or retraction or sinking fund pagnts.

The Company’s working capital deficit was $B12, as at June 30, 2014 (June 30, 2013
— $67,458).



(i)

On November 5, 2013, the Company issued $388,5@0mifertible debt that has a term
of one year which is non-interest bearing with asion feature at $0.20 per common
share (Note 13). The holders of this debt mayhiwithe specified time period, convert
their debt at their discretion. The company hasripht to force conversion of this debt
after four months from the beginning of the debt.

At June 30, 2014 $388,500 (June 30, 2013 - $Niljhe convertible debt remained
outstanding at a carrying value of $374,017 (Jufe Z13 - $Nil) for the debt
component and $41,625 (June 30, 2013 - $Nil) feretuity component.

CAPITAL RESOURCES

(@)

(b)

()

There are no known trends or expected fluctuationthe Company's capital resources,
including expected changes in the mix and relaiat of such resources.

The Company announced that on Januaf§, 2R14 that it issued 375,000 stock options at a
price of $0.20 which was subsequently cancelleMarch 31, 2014.

The Company announced on April 21, 2014 a non-beakerivate placement for shares
at $.15 per common share, which was subsequentyicged to $0.10 on May 6, 2014
and subsequently re-priced to $0.05 per unit, exgbable into one common share and

one full share purchase warrant at $.10. The mripédcement had not closed as at June
30, 2014.

FINANCIAL INTSTRUMENT AND RISK MANAGEMENT

FINANCIAL AND CAPITAL RISK MANAGEMENT

The Company is exposed to various financial inseminrisks and assesses the impact and
likelihood of this exposure. These risks includedir risk, liquidity risk, interest rate risk,
and currency risk. Where material, these risksraveewed and monitored by the Board of
Directors.

a. Capital management

The Company’s objectives when managing capitat@safeguard its ability to continue
as a going concern, so that it can provide rettonshareholders and benefits for other
stakeholders. The Company considers the itemsided in shareholders’ equity and
cash as capital. The Company manages the capitatlge and makes adjustments to it
in response to changes in economic conditions &med risk characteristics of the
underlying assets. The Company’s primary objectwigh respect to its capital
management is to ensure that it has sufficient casbources to fund the
commercialization of the licensed proprietary healtonitoring/therapeutic systems and
the identification and evaluation of potential aisgfions.



To secure the additional capital necessary to jputisese plans, the Company intends to
raise additional funds through the equity or dericing. The Company is not subject to
any capital requirements imposed by a regulator.

b. Credit risk
The Company’s credit risk was primarily attribuahbd bank balances, HST receivable
and loan receivable. The Company limits its crezkposure on cash held in bank
accounts firstly by holding its key transactionahk accounts with banks of international
financial institutions. HST receivable is due fro@anadian Government and
management believes that the credit risk to benahi Loan receivable is due from
Haltain which has been repaid to the Company suwlesgdo the year end.

c. Liquidity risk

Liquidity risk is the risk that an entity will enaater difficulty in meeting obligations
associated with financial liabilities. The Compangpproach to managing liquidity risk
is to ensure that it will have sufficient liquiditg meet liabilities when due. As at June
30, 2014, the Company had cash balance of $17 80de (30, 2013 - $79,779) and
current liabilities of $1,005,164 (June 30, 201%16,174). All of the Company’s
financial liabilities have contractual maturitieg less than 30 days, and are subject to
normal trade terms. Management is consideringaifft alternatives to secure adequate
debt or equity financing to meet the Company stesrh and long term cash requirement.

d. Interest rate risk

Interest risk is the risk that the fair value oture cash flows will fluctuate as a result of
changes in market risk. The Company’'s sensititdyinterest rates is currently
immaterial.

e. Currency risk

Currency risk is the risk that the fair value auie cash flows of a financial instrument
will fluctuate because of changes in foreign exgearates. The Company holds no
financial instruments that are denominated in @asnay other than Canadian dollar.
Accounts payable & accrued liabilities, investoepdsits, convertible debts, note
payable and loans payable are denominated in Camadirency. Therefore, the
Company’s exposure to currency risk is minimal.

OFF BALANCE SHEET ARRANGEMENTS
As at June 30, 2014, the Company had no off-balaheet arrangements.
PROPOSED TRANSACTIONS

The Company has announced signing 4 letters ofiiiteenter into a Plan of Arrangement. In
addition the company has announced signing a lettemtent to acquire the underlying



intellectual property of the Company’s licensedspeal health management system for weight
management and skin conditions. These transadi@we not yet completed.

TRANSACTIONS WITH RELATED PARTIES
Transactions with management

During the year ended June 30, 2014 the remunarafithe Company’s key management are as
follows:

June 30, 2014 June 30, 2013
Consulting fees $ 750 $ -

As at June 30, 2014, accounts payable include $23J#e 30, 2013 - $51) owing a director of
the Company.

As at June 30, 2014, notes payable included $NilgB0, 2013 - $148,500) (see Note 7) owing
to a director of the company.

As at June 30, 2014, included in loans payable 084 (June 30, 2013 - $Nil) (See Note 7)
owing to a director of the Company and a Comparik directors in common.

As at June 30, 2014, included in convertible d&X&#85500 (June 30, 2013 - $Nil) (See Note 7)
owing to a director of the Company and a Comparik directors in common.

These transactions above are in the normal codrsperations and are measured at the agreed
to amounts, which is the amount of consideratidal#ished and agreed to by the related parties.

OUSTANDING SHARE DATA

Authorized: unlimited common shares without pduga
unlimited preferred shares without par value

Issued and Outstanding as at October 28, 2014

Number of Shares Amount ($)

41,337,684 1,222,537
Balance, June 30, 2013
1,040,000 208,000
Shares issued for cash November 5, 2013
Balance, June 30, 2014 42,377,684 1,430,537

The Company subsequently issued 40,000,000 sharethd intellectual property on August
18", 2014 and subsequently closed on an equity fimgnoh September"% 2014 and issued
23,001,600 shares and 23,001,600 warrants for 8088 and now has 105,379,284 common
shares outstanding and 23,001,600 warrants outstand



Stock Options:

The Company has adopted an incentive stock opfiam fthe "Option Plan) upon successfully
completing the listing of its common shares foding on Canadian National Stock Exchange
(CNSX) now known as the Canadian Securities Exchd@$E). The Option Plan provides the
Board of Directors of the Company to be able tarfrome to time, in its discretion, and in

accordance with the applicable stock exchange’siirepents, grant to directors, officers,

employees and consultants to the Company, nonfinafde options to purchase common
shares.

As at date of this discussion, the Company had etkitthe previously issued 500,000 stock
options as well as the previously issued 375,000ksbptions announced on January 22, 2014,
leaving no stock options issued or outstanding.

CONTINGENCIES

Except for the commitments mentioned in Liquidityosection (b), there is no other contingency
outstanding as of date of this discussion.

SUBSEQUENT EVENTS

(@) On July 24, 2014, the Company signed a GeneraliGerxgreement (See Note 13)
which has a term of five years which requires thgnpent of $95,000 per month for a
period of 24 months for research and development

(b) On August 18, 2014, the Company issued 40,000,000 for intellectual property.

(c) Between the period from July 1, 2014 to Septembh&024, the Company received net
proceeds on unsecured debt of $155,379, which wasimerest bearing, and has no
fixed term of repayment. This debt was converteddmmon shares on September 3,
2014.

(d) On September 3, 2014, the Company reached agreematht all loan holders (the
“Lenders”) for repayment of an aggregate total of,$58,000 of loans by issuance of
23,001,600 common shares of the Company ($0.2@shéth the following details:

Number of
Lender| sharesissued Relationship

1 (i) 2,001,600 This lender was a related party lender as at JOn2@L4 and
September 3, 2014.

2 610,000 This lender was not a related party lender asra 30, 2014
and September 3, 2014.

3 200,000 This lender was not a related party lender asra 30, 2014
and September 3, 2014.




4 3,900,000 This lender was not a related party lender asra 30, 2014
and September 3, 2014.

5 700,000 This lender was not a related party lender asra 30, 2014
and September 3, 2014.

6 6,530,000 After the receipt of this issuance, this lender edmore
than 10% of the Company’s outstanding shares acanhe a
related party to the Company on September3, 2014.

7 600,000 This lender was not a related party lender asra 30, 2014
and September 3, 2014.

8 2,680,000 After the receipt of this issuance, this lender edmimore
than 10% of the Company’s outstanding shares acanhe a
related party to the Company on September3, 2014.

9 (ii) 2,680,000 This lender was a related party lender as at JOn2®L4 ang
September 3, 2014.

10 3,100,00Q This lender is a close family member of a sharedrottiat
owns more than 10% of the Company’s outstandingesha
and became a related party to the Company on Sbpt&m
2014.

(i) The amount of the loan and convertible debt owimdender #1 was $60,000 and
$20,000 respectively on June 30, 2014.
(i) The amount of the loan and convertible debt owmignhder #1 was $60,000 and
$20,000 respectively on June 30, 2014
INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)

The Company was incorporated on November 9, 20#ililas subsidiary C&C Cosmeceuticals
Corp. was incorporated on July 20, 2011. Accordintjlese financial statements are prepared in
accordance and compliance with International FirsrRReporting Standards as issued by the
International Accounting Standards Board (“IASB™Mdainterpretations of the International
Financial Reporting Interpretations Committee (“IER).

The financial statements are presented in Canatb#ars, which is the Company’s functional
and reporting currency. The financial statemergspaepared on a historical cost basis except for
financial instruments classified as fair value thgb profit or loss (“FVTPL”), which are stated
at their fair value.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND ESTI MATES

a) Significant accounting judgments and estimates

The preparation of these financial statements regunanagement to make judgments
and estimates that affect the reported amountss#ts and liabilities at the date of the
financial statements and reported amounts of exsemkiring the reporting period.
Actual outcomes could differ from these judgmentsd aestimates. The financial
statements include judgments and estimates whichhdir nature, are uncertain. The
impacts of such judgments and estimates are peevairoughout the financial
statements, and may require accounting adjustmbased on future occurrences.
Revisions to accounting estimates are recognizetid@mperiod in which the estimate is
revised and the revision affects both current andré periods. Accounts which require
management to make material estimates and signifiaasumptions in determining
amounts recorded include valuation of share-basadsactions and provision for
deferred income tax.

Judgments made by management that have the madficsigt effect on the financial
statements are discussed in Notes to the finast@tément December 31, 2013 3d), 3e),
3f), 3i) and 3(j).

b. Cash and cash equivalents

Cash and cash equivalents are comprised of calsanks, and all short-term investments
that are highly liquid in nature, cashable, andehawn original maturity date of three
months or less. . As at June 30, 2014, there 7s88% (2013 - $79,779) included as
cash.

c. Shared-based payments

The fair value of any options granted is measutegrant date, using the Black-Scholes
option pricing model, and is recognized over theigaethat the employees earn the
options. The fair value is recognized as an expemish a corresponding increase in
equity. The amount recognized as expense is adjust reflect the number of share
options expected to vest.

d. Deferred income taxes

Deferred income tax assets and liabilities are gezed for deferred income tax
consequences attributable to differences betweefirthncial statement carrying amounts
of existing assets and liabilities and their reipedax bases. Deferred income tax assets
and liabilities are measured using the enactediostantively enacted tax rates expected to
apply when the asset is realized or the liabilgftled. The effect on deferred income tax



assets and liabilities of a change in tax ratee@®gnized in income in the period that
substantive enactment occurs. To the extent tleaCithmpany does not consider it more
likely than not that a deferred income tax assdthe recovered, the deferred income tax
assets is reduced. Deferred income tax assetd$ianilities are offset only if a legally
enforceable right exists to offset current tax ssagainst liabilities and the deferred tax
assets and liabilities relate to income taxes tbyig the same taxation authority on the
same taxable entity.

Financial instruments

Financial assets and financial liabilities are guped when the Company becomes a
party to the contractual provisions of the instrame

Transaction costs that are directly attributablethi® acquisition or issue of financial
assets and financial liabilities (other than finahassets and financial liabilities at fair
value through profit or loss) are added to or déstiliérom the fair value of the financial
assets or financial liabilities, as appropriate, ioitial recognition. Transaction costs
directly attributable to the acquisition of finaakciassets or financial liabilities at fair
value through profit or loss are recognized immigdlyain profit or loss.

Financial assets are classified into one of théoWohg categories based on the
purpose for which the asset was acquired:

e measured at amortized cost
 measured at fair value

The classification is determined at initial recdgm and depends on the company’s
business model for managing financial assets arel ¢bntractual cash flow
characteristics of the financial asset.

A financial asset is measured at amortizest if the asset is held within a business model
whose objective is to hold assets in order colleahtractual cash flows and the
contractual terms of the financial asset give osespecified dates to cash flows that are
solely payments of principal and interest on thagypal amount outstanding.



A financial asset is measured at fair value uniess measured at amortized cost. The
Company may, at initial recognition, irrevocablysdgate a financial asset as measured
at fair value through profit or loss.

A financial assets is classified as held for trgdihit is acquired for the purpose of
selling it in the near term.

Financial liabilities are classified into one oétfollowing categories:

« financial liabilities measured at amortized coshgsffective interest method

» financial liabilities at fair value through proft loss

« financial liabilities that arise when a transferadiinancial asset does not qualify for
derecognition or when the continuing involvemeryrapch applies

» financial guarantee contracts

* commitments to provide a loan at a below-markedrgdt rate

The Company can reclassify all affected financiatets only when it changes its
business model for managing financial assets. Thengany cannot reclassify any
financial liability.

A financial asset is derecognized:

» when the contractual right to the asset’s cashdlewpire; or

» if the Company transfers the financial asset amdtsuntially all risks and rewards of
ownership to another entity.

Financial instruments are measured at fair valueniial recognition of the instrument.
Measurement in subsequent periods depends on whiihdinancial instrument has
been classified as “financial assets at fair véthweugh profit or loss”, “available-for-sale
financial assets”, “held-to-maturity investmentsipans and receivables”, “financial
liabilities at fair value through profit or lossdr “other financial liabilities”.



The Company’s financial instruments are classifeti subsequently measured as

follows:

Subsequent

Asset / Liability Classification measurement
Fair value through profit

Cash and cash equivalents or loss Fair Value

Loan receivable
Accounts payable
Accrued liabilities
Client deposits
Convertible debt
Loans payable

Note payable

Loans and receivables
Other financial liabilities
Other financial liabilities
Other financial liabilities
Other financial liabilities
Other financial liabilities

Other financial liabilities

Option component of convertible Fair value through profit

debt

Derivative

or loss

Fair value through profit
or loss

Amortized cost
Amortized cost
Amortized cost
Amortized cost
Amortized cost
Amortized cost

Amortized cost

Fair Value

Fair Value

Financial assets and liabilities classified as fa&lue through profit and loss are
measured at fair value with changes in those flires recognized in net earnings.

Convertible debt, under which the Company has tget ito settle all or part of the
instrument in cash on the conversion date, aresified as a financial liability with an
embedded derivative. The debt component of thevaxtible debt is presented on the
Consolidated Statement of Financial Position andiiglly recognized as the difference
between the fair value of the financial instrumasta whole and the fair value of the

embedded derivative.

The debt component is subsequently recognized attaed cost using the effective
interest rate method. The embedded derivativeesgits the conversion feature (option



component, see Note 7) and is classified as adiakhability through profit and loss.
The embedded derivative is subsequently recograzddir value with changes in fair
value recognized in net loss.

Effective interest method

The effective interest method calculates the amedticost of a financial asset and
allocates interest income over the correspondinpgeThe effective interest rate is the
rate that discounts estimated future cash recengs the expected life of the financial
asset or, where appropriate, a shorter periodhéortet carrying amount on initial
recognition.

Income is recognized on an effective interest bfsislebt instruments other than those
financial assets classified as FVTPL.

Impairment of financial assets

Financial assets, other than those at FVTPL, aesasd for indicators of impairment at
each period end. Financial assets are impaired Wieee is objective evidence that, as a
result of one or more events that occurred afteritiitial recognition of the financial
asset, the estimated future cash flows of the tinvest have been impacted.

Objective evidence of impairment could include fiblowing:

» significant financial difficulty of the issuer opanterparty;

» default or delinquency in interest or principal pents; or

» it has become probable that the borrower will ebhtarkruptcy or financial
reorganization.

For financial assets carried at amortized cost, ahmunt of the impairment is the
difference between the asset’s carrying amountthadpresent value of the estimated
future cash flows, discounted at the financial ésseiginal effective interest rate.



The carrying amount of all financial assets, exiligdtrade receivables, is directly
reduced by the impairment loss. The carrying amainirade receivables is reduced
through the use of an allowance account. When detnaeceivable is considered
uncollectible, it is written off against the allom@e account. Subsequent recoveries of
amounts previously written off are credited agathstallowance account. Changes in the
carrying amount of the allowance account are reizegnn profit or loss.

With the exception of AFS equity instruments, iif @ subsequent period, the amount of
the impairment loss decreases and the decreasesradaan event occurring after the
impairment was recognized, the previously recoghiagairment loss is reversed
through profit or loss. On the date of impairmexuarsal, the carrying amount of the
financial asset cannot exceed its amortized casirhpairment not been recognized.

Impairment of non-financial assets

The carrying amounts of non-financial assets areweed for impairment at each
reporting date, or whenever events or changesdénmistances indicate the carrying
amounts may not be recoverable. If there are atdis of impairment, a review is
undertaken to determine whether the carrying ansoarg in excess of their recoverable
amounts. Reviews are undertaken on an asset-by{zsss.

If the carrying amount of a non-financial assetemds the recoverable amount, being the
higher of its fair value less costs to sell andrgkie-in-use, an impairment loss is
recognized in net earnings as the excess of thgmgramount over the recoverable
amount.

Where the recoverable amount is assessed usingudiga cash flow techniques, the
resulting estimates are based on detailed mineagtugtion plans. The mine plan is the
basis for forecasting production output in eachireityear and for forecasting production
costs. For value-in-use calculations, productiost€and output in the mine plan may be
revised to

reflect the continued use of the asset in its priefeem.



Non-financial assets that have suffered an impaitraee tested for a possible reversal of
the impairment whenever events or changes in cistamses indicate that the impairment
may have reversed. In these instances, the impairoes is reversed to the recoverable
amount but not beyond the carrying amount, netadréization, that would have arisen

if the prior impairment loss had not been recogmizeoodwill impairments are not
reversed.

Share capital

Common shares are classified as equity. Incremetstls directly attributable to the
issue of common shares and share options are rigedgms a deduction from equity, net
of any tax effects.

Preference share capital is classified as equityisfnon-redeemable, or redeemable only
at the Company’s option, and any dividends arereigmary. Dividends thereon are
recognized as distributions within equity upon appt by the Company’s shareholders.
Preference share capital is classified as a ltgbilit is redeemable on a specific date or
at the option of the shareholders, or if divideagments are not discretionary. Dividends
thereon are recognized as interest expense irt prdbss as accrued.

Comprehensive loss

Comprehensive loss is the change in the Compangts assets that results from
transactions, events and circumstances from souother than the Company’'s

shareholders and includes items that are not ieduml net profit. Other comprehensive
loss consists of changes to unrealized gain ansk$osn available for sale financial
assets, changes to unrealized gains and lossebeogffective portion of cash flow

hedges and changes to foreign currency translatiprstments of self-sustaining foreign
operations during the period. Comprehensive losasures net earnings for the period
plus other comprehensive loss. Amounts reportexthees

Loss per share

Basic loss per share is computed by dividing thé loss available to common
shareholders by the weighted average number oéslmtstanding during the reporting



period. Diluted (loss) per share is computed sintib basic loss per share except that the
weighted average share outstanding are increaséttchode additional shares for the
assumed exercise of stock options and warranwijufive. The number of additional
shares is calculated by assuming that outstandiogk soptions and warrants were
exercised and that the proceeds from such exensises used to acquire common stock
at the average market price during the reportinggs.

Provisions

Provisions are recorded when a present legal ataartive obligation exists as a result
of past events where it is probable that an outfadwesources embodying economic
benefits will be required to settle the obligatiand a reliable estimate of the amount of
the obligation can be made.

The amount recognized as a provision is the Isghate of the consideration required to
settle the present obligation at statement of firrposition date, taking into account the
risks and uncertainties surrounding the obligatMMinere a provision is measured using
the cash flows estimated to settle the presengalndin, its carrying amount is the present
value of those cash flows. The increase in thegabbn due to the passage of time is
recognized as finance expense. When some or #leoéconomic benefits required to

settle a provision are expected to be recoverenh feothird party, the receivable is

recognized as an asset if it is virtually cert&iattreimbursement will be received and the
amount receivable can be measured reliably.

Research and development costs

Research and development costs include directiesland benefits, administration,
contracting, consulting and professional fees.

The Company recognizes expenditure on researchitegias an expense in the period
incurred. During the period ended December 31, 28MN8l was incurred on research
activities.

The Company recognizes an internally-generated ngiide asset arising from
development (or from the development phase of smnal project) if, and only if, it has
demonstrated all of the following:

e the technical feasibility of completing the intallgi asset so that it will be available
for use or sale;

e the intention to complete the intangible assetws®or sell it;

e the ability to use or sell the intangible asset;

¢ how the intangible asset will generate probablerieconomic benefits;

e the availability of adequate technical, financiadaother resources to complete the
development and to use or sell the intangible aaselt



e the ability to measure reliably the expenditureilastable to the intangible asset
during its development.

The amount the Company initially recognizes foeinally-generated intangible assets is
the sum of the expenditure incurred from the datemthe intangible asset first meets
these recognition criteria. Subsequent to initedognition, the Company reports these
assets at cost less accumulated amortization anohadated impairment losses.

The Company recognized the payments made to Decamndevelopment Costs and
amortization of the development costs is recognmezt their useful lives, on the straight
line basis over 10 years. The Company reviews shimated useful life and amortization
method at the end of each reporting period, acaogrior the effect of any changes in
estimate on a prospective basis.

Future changes in accounting policies

Certain pronouncements were issued by the IASBerlERIC that are mandatory for
accounting periods after January 1, 2013 or la¢eiods. Many are not applicable or do
not have a significant impact to the Company ancehzeen excluded from the summary
below. The company has not yet begun the prodeassessing the impact that the new
and amended standards will have on its financaéstents or whether to early adopt any
of the new requirements.

IFRS 9, Financial Instruments, replaces the currstandard IAS 39, Financial
Instruments: Recognition and Measurement, repladireg current classification and
measurement criteria for financial assets and liteds with only two classification
categories: amortized cost and fair value.

IFRS 10 requires an entity to consolidate an ireesthen it is exposed, or has rights, to
variable returns from its involvement with the istee and has the ability to affect those
returns through its power over the investee. Unebasting IFRS, consolidation is
required when an entity has the power to goverrfittamcial and operating policies of an
entity so as to obtain benefits from its activitietk-RS 10 replaces SIC-12
Consolidation—Special Purpose Entities and part\8f27 Consolidated and Separate
Financial Statements.

IFRS 11 requires a venturer to classify its irdeine a joint arrangement as a joint venture
or joint operation. Joint ventures will be accounhter using the equity method of
accounting whereas for a joint operation the venwatl recognize its share of the assets,
liabilities, revenue and expenses of the joint appen. Under existing IFRS, entities have
the choice to proportionately consolidate or eqaitgount for interests in joint ventures.
IFRS 11 supersedes IAS 31, Interests in Joint \feaftand SIC-13, Jointly Controlled
Entities—Non-monetary Contributions by Venturers.



IFRS 12 establishes disclosure requirements farests in other entities, such as joint
arrangements, associates, and special purposeleslgicd off balance sheet vehicles.
The standard carries forward existing disclosuresl also introduces significant
additional disclosure requirements that addressdigre of, and risks associated with, an
entity’s interests in other entities.

IFRS 13 is a comprehensive standard for fair vabeasurement and disclosure
requirements for use across all IFRSs. The newdatdnclarifies that fair value is the
price that would be received to sell an asset,aid {0 transfer a liability in an orderly
transaction between market participants, at thesoreanent date. It also establishes
disclosures about fair value measurement. Undestiegi IFRS, guidance on measuring
and disclosing fair value is dispersed among trexifip standards requiring fair value
measurements and in many cases does not reflésranceasurement basis or consistent
disclosures.

In addition, there have been amendments to egistandards, including IAS 27 and IAS
28. IAS 27 addresses accounting for subsidiardéstly controlled entities and associates
in non-consolidated financial statements. IAS 28 baen amended to include joint
ventures in its scope and to address the chandE&# 10 — 13.

[.  Segment reporting

A reportable segment, as defined by 'IFRS 8 Opegaliegments’, is a distinguishable
business or geographical component of the Compahich are subject to risks and
rewards that are different from those of other sagn The Company considers its
primary reporting format to be business segmenite Company considers that it has
only one reportable segment, being the consumdithn@@aducts and services segment.

RISKS AND UNCERTAINTIES

Health Technology Industry

The health technology industry involves significaisks, which even a combination of careful
evaluation, experience and knowledge may not ehtsin While the development of a
technology may result in substantial rewards, ntargewill also play a significant role in
developing the company and its level of successjoMexpenses may be required to establish
the technology to be accepted in the marketplatds impossible to ensure that the current
technologies and market strategy planned by thepgaamwill result in a profitable commercial
sales. Whether the company will be commerciallpladepends on a number of factors, some
of which are the particular attributes of the indygshe technology is geared toward and the
existing infrastructure, as well as competitorsitstgies and market factors. Some of these are
cyclical and government regulations, including dagans relating to medical devices and
consumer health products.




The exact effect of these factors cannot be acelyraredicted, but the combination of these
factors may result in the Company not receivingadaquate return on invested capital. Health
technology operations generally involve a high degof risk. The Company’s operations are
subject to all the hazards and risks normally entened in the health industry and the high
technology industry. Although adequate precauttonsiinimize risk will be taken, operations
are subject to hazards that are unforeseeable ywntlethe company’s control and their
consequent liability.

Some of these risks include the following:

The company is largely dependent on the success wkbsite which has not yet launched and
management cannot be certain that its websiteb@iBuccessfully commercialized.

The company currently has no products for sale @arthot guarantee that it will ever have
marketable products or services. The company glatsunch its website once it has obtained
sufficient channel partners to offer appropriateecsglized customization for OTC health
products and services.

Risks in design, development and manufacture @inswmer health product which may have an
adverse affect on a person’s health.

If a significant portion of these development effoare not successfully completed, required
regulatory approvals are not obtained, or any agggt@roducts are not commercially successful,
the company’s business, financial condition, arsdiite of operations may be materially harmed

The Issuer’s product candidates may never achiexekah acceptance even if the company
obtains regulatory approvals.

The Company’s activities are directed towards tkiacare (acne) and weight management
sectors of the consumer health industry. Thereisartainty that any expenditures to be made
by the Company as described herein will result arket acceptance of the company’s product
or service offerings. There is aggressive competitvithin the skincare health (acne) and weight
management marketplace. The Company will compéteather interests, many of which have
greater financial resources than it will have farketing towards target consumers. Significant
capital investment is required to achieve commeéraiton from the current start-up and
development stage of the company.

Government Requlation

The consumer health products industry is subjectatbous federal, and provincial laws and
regulations on, standards, claims, safety, efficaiegt other matters. Regulatory approvals by



government agencies on the Company’s products grimavithheld or not granted at all and if
granted may be subject to recalls which would nitgraffect the Company.

Although the Company’s activities are currentlyrigad out in accordance with all applicable
rules and regulations, no assurance can be givanniéw rules and regulations will not be
enacted or that existing rules and regulationswatlbe applied in a manner which could limit or
curtail development, production, manufacture, pobdiaims, marketing or commercialization.
Amendments to current laws and regulations goveroperations and activities of the consumer
health industry or more stringent implementatioeréof could have a substantial adverse impact
on the Company.

Uninsured Risks

The Company may carry insurance to protect agaersain risks in such amounts as it considers
adequate. Risks not insured against include kesopeinsurance as the company heavily relies
on the company officers.

Conflicts of Interest

Certain directors of the Company also serve asciire and/or officers of other companies
involved in other business ventures. Consequetitgre exists the possibility for such directors
to be in a position of conflict. Any decision maale such directors involving the Company will

be made in accordance with their duties and olatigatto deal fairly and in good faith with the

Company and such other companies. In addition, slirglttors will declare, and refrain from

voting on, any matter in which such directors mayeha conflict of interest.

Negative Operating Cash Flows

As the Company is at the early stage start-up Stagey continue to have negative operating
cash flows. Without the injection of further capad the development of revenue streams from
its business, the Company may continue to havetivegaperating cash flows until it can be
sufficiently developed to commercialize.

Risks Related as a Going Concern

The ability of the Company to continue as a goingaern is uncertain and dependent upon its
ability to achieve profitable operations, obtairdiéidnal capital and receive continued support
from its shareholders. Management of the Compaitiyhave to raise capital through private
placements or debt financing and proposes to asatio do so through future private placements
and offerings. The outcome of these matters capmptredicted at this time.

Reliance on Key Personnel and Advisors




The Company relies heavily on its officers. Theslag their services may have a material
adverse effect on the business of the Company.eTter be no assurance that one or all of the
employees of, and contractors engaged by, the Goynpal continue in the employ of, or in a
consulting capacity to, the Company or that thely mat set up competing businesses or accept
positions with competitors. There is no guarantes tertain employees of, and contractors to,
the Company who have access to confidential infaomawill not disclose the confidential
information.

Licenses, Patents and Proprietary Rights

The Company’s success could depend on its abdifyrotect its intellectual property, including
trade secrets, and continue its operations withidtihging the proprietary rights of third parties
and without having its own rights infringed.

Uncertainty Regarding Penetration of the Targetkdiar

The commercial success of the Company’s businessrapared with those of its competitors
depends on its acceptance by potential users andhédical community. Market acceptance
will largely depend on the reputation of the Compaits marketing strategy, consumer and
health practitioner's services and performance.e TQompany’s success will depend on its
ability to commercialize and expand its networkraseThe Company will need to expand its
marketing and sales operations and establish IBssireations with suppliers and users in a
timely manner.

In order to meet its business objectives, the Cowppdll have to ensure that its facilities and
services are safe, reliable and cost-effective, lanm the expected return. There can be no
assurance that the Company’s products and semilldse accepted and recommended.

Competition, Technological Obsolescence

The consumer health products industry for skineard weight management is competitive.

Others in the field may have significantly moreafntial, technical, distribution and marketing

resources. Technological progress and productioi@went may cause the Company’s services
and product offerings to become obsolete or mayaedheir market acceptance.

Operating History and Expected Losses

The Company expects to make significant investmentgder to develop its services, increase
marketing efforts, improve its operations, condretearch and development and update its
equipment. As a result, start-up operating losgsesexpected and such losses may be greater
than anticipated, which could have a significanfe@f on the long-term viability of the
Company.



Reliance on Joint Ventures, Licence Assignors atibCParties

The nature of the Company’s operations require® ienter into various agreements with

partners, joint venture partners, medical facgiti@and medical equipment suppliers in the
business world, government agencies, licensorendiees, and other parties for the successful
operation of its businesses and the successfulaiiagkof its services.

There is no guarantee that those with whom the @oymeeds to deal will not adopt other
technologies or that they will not develop alteiveabusiness strategies, acting either alone or in
conjunction with other parties, including the Comya competitors, in preference to those of
the Company.

Growth Management

In executing the Company’s business plan for thiaré) there will be significant pressure on

management, operations and technical resources.Cdmpany anticipates that its operating and
personnel costs will increase in the future. ldeorto manage its growth, the Company will

have to increase the number of its technical ardatipnal employees and efficiently manage its
employees, while at the same time efficiently maimihg a large number of relationships with

third parties.

Regulatory Risks

Health technologies used by the Company are sutgeatnumber of technological challenges
and requirements, and can be subject to the regndatind standards imposed by applicable
regulatory agencies. There can be no assurancéhth@ompany will be able to comply with all
regulations concerning its businesses.

Potential Liability

The Company is subject to the risk of potentiabiliy claims with respect to its diagnostic and
therapeutic solutions. Should such claims be sstek plaintiffs could be awarded significant
amounts of damages, which could exceed the linfiemg liability insurance policies that may
be held by the Company. There is no guarantee tb@tCompany will be able to obtain,
maintain in effect or increase any such insurarmei@ge on acceptable terms or at reasonable
costs, or that such insurance will provide the Canypwith adequate protection against potential
liability.

FINANCIAL AND DISCLOSURE CONTROLS AND PROCEDURES

During the period ended June 30, 2014, there has be significant change in the Company’s
internal control over financial reporting sincetlgsar.



The management of the Company is responsible fiabkshing and maintaining appropriate
information systems, procedures and controls tairenghat information used internally and
disclosed externally is complete, reliable and mévlanagement is also responsible for
establishing adequate internal controls over firnmeporting to provide sufficient knowledge
to support the representations made in this MD&A #re Company'’s financial statements for
the year ended June 30, 2014 (together the “AnAwudited Filings”).

The management of the Company has filed the Venssieer Basic Certificate with the Interim
or Annual Filings on SEDAR atww.sedar.com

In contrast to the certificate required for nontuea issuers under National Instrument 52-109
Certification of Disclosure in Issuers’ Annual afrderim Filings (“NI 52-109”), the venture
issuer basic certificate does not include represiems relating to the establishment and
maintenance of disclosure controls and proceddB¥S&P”) and internal control over financial
reporting (“ICFR”), as defined in NI 52-109. Invest should be aware that inherent limitations
on the ability of certifying officers of a ventuissuer to design and implement on a cost
effective basis DC&P and ICFR as defined in NI B8 Inay result in additional risks to the
quality, reliability, transparency, and timelinesfsinterim and annual filings and other reports
provided under securities legislation.
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