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This management's discussion and analysis ("MD&A") of MedXtractor Corp. (the "Company" or “MedX”) 
contains an analysis of the Company's operational and financial results for the three and six months ended 
August 31, 2019. This MD&A has been prepared by management as of October 23, 2019 and has been 
approved by the Company’s Board of Directors. This MD&A should be read in conjunction with the Company's 
audited financial statements and related notes for the period from January 24, 2018 to February 28, 2019 and 
the unaudited interim condensed financial statements for the three and six months ended August 31, 2019 
and notes thereto, which have been prepared in accordance with International Financial Reporting Standards 
("IFRS"). 
 
All dollar amounts referred to in this MD&A are expressed in Canadian dollars except where indicated 
otherwise.  The Company's most recent filings are available under the Company's profile on the System for 
Electronic Document Analysis and Retrieval ("SEDAR") and can be accessed through the internet at 
www.sedar.com. 
 

Cautionary Note Regarding Forward-Looking Statements 
 
This MD&A contains "forward-looking information" within the meaning of Canadian securities legislation 
concerning the business, operations and financial performance and condition of the Company. Statements 
containing forward-looking information include, but are not limited to, statements with respect to anticipated 
developments in the Company's operations in future periods; planned activities; the adequacy of the 
Company's financial resources and other events or conditions that may occur in the future; the ability of the 
Company to create value for its shareholders; the ability of the Company to meet expected financing 
requirements. Generally, statements containing forward-looking information can be identified by the use of 
forward-looking terminology such as "plans", "expects" or "does not expect", "is expected", "budget", 
"scheduled", "estimates", "forecasts", "intends", "anticipates" or "does not anticipate", or "believes", or 
variations of such words and phrases or statements that certain actions, events or results "may", "could", 
"would", "might", "will" or "will be taken", "occur" or "be achieved". Statements containing forward-looking 
information are based on the opinions and estimates of management as of the date such statements are 
made, and they are subject to known and unknown risks, uncertainties and other factors that may cause the 
actual results, level of activity, performance or achievements of the Company to be materially different from 
those expressed or implied by such statements, including but not limited to risks related to: current global 
financial conditions; the need for additional financing and its availability on acceptable terms; the speculative 
nature of the cannabis industry; the ability to satisfy the financial needs required to maintain the Company's 
status as a going concern; the early stage of the Company's operations; the Company's need to rely on 
technical experts, which may not be available; future dilution to existing shareholders; certain uninsured or 
uninsurable risks; adverse effects on share prices from factors beyond the Company's control; as well as other 
factors discussed herein.  Although management of the Company has attempted to identify important factors 
that could cause actual results to differ materially from those expected in statements containing forward-
looking information, there may be other factors that cause results not to be as anticipated, estimated or 
intended.  
 
There can be no assurance that such statements will prove to be accurate, as actual results and future events 
could differ materially from those anticipated in such statements. Accordingly, readers should not place undue 
reliance on forward-looking information. The Company does not undertake to update any forward-looking 
information that is included herein, except in accordance with applicable securities laws. 
 
 

http://www.sedar.com/
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The Business 
 
MedX is a technology and marketing private company, incorporated on January 24, 2018 and has its head 
office in Calgary, Alberta, Canada. MedX is focused on the commercialization of its line of general purpose 
essential oil extractors. There are three capacities of extractor currently available; 2oz, 5oz and 16oz. MedX 
began sales in June 2018 and has installations in three countries worldwide. The extractors are designed and 
built in Calgary, Canada for which MedX holds a US patent as well as a Canadian patent-pending. MedX’s 
technology allows for the extraction of essential oils and other compounds from a variety of botanical 
feedstock using carbon dioxide ("CO2") as the extraction solvent. MedX believes that CO2-based extraction 
provides the purest raw extracts available. Current demand is from the medical cannabis grower as 
consumption methods move away from smoking flower toward vaping, tinctures and edibles - all of which 
require extracts as a base. MedX technology is 100% owned by MedX and there are no royalties or payments 
of any kind payable to any party anywhere in the world. 
 
The Company is conditionally approved to be a publicly traded junior company listed on the Canadian 
Securities Exchange (CSE:MXT).  The Company’s first public trading date has not been set. 
 

Recent Corporate Developments, Business Initiative, and Subsequent Events 
 
On October 8, 2019 MedX filed a non-offering Prospectus (“Prospectus”) with the Alberta Securities 
Commission (“ASC”) and the British Columbia Securities Commissions for the purpose of allowing MedX to 
become eligible for listing pursuant to Section 1.2(a) of Policy 2 of the Policies and Procedures of the 
Canadian Securities Exchange (the “CSE”) and to become a reporting issuer in those jurisdictions and to 
enable the Company to develop an additional organized market for its shares of common shares (“Common 
Shares” or “Shares”) and to qualify for distribution of the Special Warrants (defined hereafter) and the 
securities underlying them.   
 
On October 9, 2019 4,590,250 Special Warrants and 93,575 Special Finders Warrants converted to Units (as 
described below).  MedX received from the ASC a receipt for the Prospectus, which under the terms of the 
Private Placement triggers the conversion of Special Warrants into Units (as described below). 
 
On July 24, 2019, MedX closed a Private Placement for gross proceeds of $367,220 and issued 4,590,250 
Special Warrants at a price of $0.08 per Special Warrant. The Special Warrants automatically converted into 
units (“Units”) of MedX and will be deemed to have been exercised and converted without any further action 
on the part of the Holder or the payment of additional consideration on the earliest of: (i) the first business day 
following the date on which a receipt for a final prospectus has been issued to the Company by the securities 
regulatory authorities in a Province of Canada; or (ii) the 365th day following the date of issuance of the 
Special Warrants. On conversion, each Unit shall consist of one Common Share of the Company and one 
warrant (“Warrant”). Each Warrant is exercisable into one Common Share of the Company upon payment to 
the Company of $0.20 on or before the date that is 12 months from the conversion date of the Special 
Warrants.  In addition, the Company issued 93,575 Special Warrants to certain finders who assisted the 
Company in raising funds under the Private Placement. The terms of the Special Finders Warrants are 
identical to the Special Warrants.  
 
The Special Warrants, Special Finder Warrants and the Common Shares underlying them are qualified for 
distribution by the Prospectus. 
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Results of Operations 
 
The following table outlines the details of operations for the three and six months ended August 31, 2019 and 
2018. 
 

 

 Three months 
ended August 

31, 2019 

Three months 
ended August 

31, 2018 

Six months 
ended August 

31, 2019 

Six months 
ended August 

31, 2018 

Revenues      

Sales  $ 106,069 $ 38,818 $ 200,305 $ 38,878 
Cost of Sales  39,958 13,578 86,881 13,607 

Gross margin  66,111 25,240 113,424 25,271 

      

Expenses      

Advertising and promotion  12,684 10,160 17,213 13,750 

Interest and bank charges  2,203 162 4,647 287 

Contractors  7,000 -       12,994              - 

Dues and subscriptions  - 17,944 - 17,944 

   Legal audit, and professional  58,997 - 72,116 32,594 

Travel, meals and entertainment  2,069 752 4,613 2.678 

Research and development  1,596 - 6,216            - 

Office expenses  714 913 1,717 5,544 

Accounting   2,600 2,470 4,095 2,718 

Rent  2,100 - 4,200            - 

   Referral fees  1,450 288 1,450 288 

Stock based compensation 
 

 - - 29,292 132,000 
 

Total expenses  91,413 32,689 158,553 207,803 

Other Income      

Interest Income  667 247 892 635 

Total other income  667 247 892 635 

Net operating loss and comprehensive loss 
 
 

 
$ (24,635) 

 
$ (7,202) 

 
$ (44,237) $ (181,897) 

 
 
 
 
Revenue - For the six months ended August 31, 2019 revenues are $86,244 (August 31, 2018 $36,251) to 
Canadian customers and $ 114,061 (August 31, 2018 $2,726) to customers in the USA and Australia.  
 
The fluctuation in sales, cost of sales and gross margin is primarily due to the startup nature of the Issuer. 
During the startup period many marketing approaches were tested and numerous mechanical design 
configuration changes were done to increase extractor performance. The configuration changes resulted in 
additional components with additional costs resulting in lower gross margins. Additionally, while the 16oz 



MedXtractor Corp. 
Management Discussion and Analysis  

Three and six months ended August 31, 2019 
Unaudited 

                         
 

5 
 

version provides the highest margin and sells the most units, it is also the version that has been most exposed 
to sales discounts, which may include free shipping and/or outright sales discounts. Gross margins have 
varied, influenced as well by foreign currency changes, discounting and sales mix changes.  
 
Each consecutive quarter since November 2018, MedX has experienced sales growth and expects this trend 
to continue, particularly with the marketing and advertising planned which was financed by the Special 
Warrant private placement.   
 
Legal, audit, and professional – Includes costs of independent auditor review engagement for the quarter 
ended May 31, 2019 as well as legal costs associated with the Special Warrant private placement and 
Prospectus filing and for 2018 included incorporation legal costs. 
 
Stock based compensation – On March 14, 2018, the Company granted 1,500,000 common share purchase 
options to directors of the Corporation.  The stock options are exercisable at a price of $0.10 per share, expire 
in five years and the options will vest immediately at the date of grant. The $132,000 fair value of the 
1,500,000 stock options granted on March 14, 2018 is $0.088 per option, calculated at the grant date using 
the Black-Scholes option pricing model.  The assumptions for this calculation were a risk-free interest rate of 
1.99%, expected life of 5 years and expected volatility of 137%.   
 
On March 21, 2019, the Company and optionees agreed to cancel the 1,500,000 common shares purchase 
options.  The Company granted 1,725,000 common share purchase options to directors of the Corporation.  
The stock options are exercisable at a price of $0.08 per share, expire in five years and the options will vest 
immediately at the date of grant.  The fair value of the 1,725,000 stock options granted on March 21, 2019 is 
$0.01 per option, calculated at the grant date using the Black-Scholes option pricing model.  The assumptions 
for this calculation were a risk-free interest rate of 1.56%, expected life of 5 years and expected volatility of 
128%.   
 
On April 1, 2019, the Company granted 375,000 common share purchase options to an officer of the 
Corporation.  The stock options are exercisable at a price of $0.08 per share, expire in five years and the 
options will vest immediately at the date of grant. The fair value of the 375,000 stock options granted on April 
1, 2019 is $0.8 per option, calculated at the grant date using the Black-Scholes option pricing model.  The 
assumptions for this calculation were a risk-free interest rate of 1.58%, expected life of 5 years and expected 
volatility of 128%.   
 
Summary of Quarterly Results 

 
 

Aug. 31, 2019 May 31, 2019 Feb. 28, 2019 Nov. 30, 2018 Aug. 31, 2018 May 31, 2018

Revenue 106,069         94,237          72,582           5,395             84,355           60                 

Cost of Sales 39,958           46,924          27,713           1,780             25,421           30                 

Gross Profit 66,111           47,313          44,869           3,615             58,934           30                 

Expenses (cash) 91,413           37,848          80,491           38,923           49,993           43,117          

Expenses (non-cash) -                29,292          459                -                 -                 132,000        

Other income (interest) 667                225               277                419                247                388               

Net income (loss) (24,635)         (19,602)        (35,804)          (34,889)          9,188             (174,699)       

Net loss per share (0.00)             (0.00)            (0.00)              (0.00)              0.00               (0.01)             

Total assets 630,057         271,315        269,172         281,331         195,900         195,214        

Total long term liabilities - - - - - -

Cash dividend per share - - - - - -

Shares Outstanding 21,062,600    21,000,100   20,700,100    20,700,100    15,000,100    15,000,100   
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Liquidity and Capital Resources 
 
At August 31, 2019, the company had working capital of $597,863 including cash of $551,750 as compared to 
working capital of $235,377 including cash of $143,489 as at February 28, 2019. On July 24, 2019, MedX 
closed a Private Placement for gross proceeds of $367,220 and issued 4,590,250 Special Warrants at a price 
of $0.08 per Special Warrant.  
 
The Company’s objective when managing capital is to maintain the confidence of shareholders and investors 
in the implementation of its business plans by maintaining sufficient levels of liquidity to fund and support its 
development as well as other corporate activities. The Company’s capital historically has been derived from 
the issuance of equity.  Management monitors its financial position on an ongoing basis.   
 
Financial statements have been prepared on a going concern basis which assumes that the Company will 
continue in operation for the foreseeable future and be able to realize its assets and discharge its liabilities 
and commitments in the normal course of business.  The company expects that it will need to raise additional 
funds in the short-term to finance additional growth initiatives. There is no certainty that the Company will be 
able to obtain the financing required to continue development activities.  
 
The Company is authorized to issue an unlimited number of common shares without par value. 

Off Balance Sheet Arrangements 
 
The Company is not a party to any off-balance sheet arrangements or transactions. 

Changes in Accounting Policies 
 
In January 2016, the IASB issued IFRS 16 Leases, which requires lessees to recognize all leases on the 
statement of Financial Position. IFRS 16 is effective for annual periods beginning on or after January 1, 2019 
with earlier application permitted for companies that also applies IFRS 15 Revenue from Contracts with 
Customers. The Company has adopted IFRS 16 which has not had a material impact. 

Financial Instruments 
 
The Company, as part of its operations, carries financial instruments consisting of cash, accounts receivable, 
and accounts payable and accruals. It is management's opinion that the Company is not exposed to 
significant credit, interest, or currency risks arising from these financial instruments. 
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Other MD&A Requirements 
 

Outstanding Share Data   

The Company’s authorized share capital consists of an unlimited number of common shares without par 

value. 

Equity instruments issued and outstanding: 

 

 
October  23, 

2019 
August 31, 

2019 
February 28 

2019 

Common shares      25,746,425 21,062,600 20,700,100 

Warrants and Finders Warrants(1)        4,683,825 -   - 

Special Warrants and Finders 

Special Warrants(1) 

                  - 4,683,825 - 

Stock Options        2,475,000 2,100,000 1,500,000 

Fully Diluted      32,905,250 27,846,425 22,200,100 

 
 
(1) Warrants and Finders Warrants are exercisable into one Common Share upon payment to the Company of 
$0.20 on or before October 9, 2020. 
 
(2) The Special and Finders Special Warrants converted into units (“Units”) of MedX and were deemed to 
have been exercised and converted without any further action on the part of the Holder or the payment of 
additional consideration on October 10, 2019, the first business day following the date on which the ASC 
receipt for a final prospectus was issued to the Company. On conversion, each Unit consists of one Common 
Share of the Company and one warrant (“Warrant”). Each Warrant is exercisable into one Common Share of 
the Company upon payment to the Company of $0.20 on or before the date that is 12 months from the 
conversion date of the Special Warrants.  

Related Party transactions 
 
On March 21, 2019, the Company and optionees agreed to cancel the 1,500,000 common shares purchase 
options.  The Company granted 1,725,000 common share purchase options to directors of the Corporation.  
The stock options are exercisable at a price of $0.08 per share, expire in five years and the options will vest 
immediately at the date of grant.  On April 1, 2019, the Company granted 375,000 common share purchase 
options to an officer of the Corporation.  The stock options are exercisable at a price of $0.08 per share, 
expire in five years and the options will vest immediately at the date of grant.  
 
Proposed Transactions 
 
Planned Public Trading 
 
MedX is conditionally approved for public listing pursuant to Section 1.2(a) of Policy 2 of the Policies and 
Procedures of the Canadian Securities Exchange (the “CSE”) and to become a reporting issuer in that 
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jurisdiction and to enable the Company to develop an additional organized market for its shares of common 
shares (“Common Shares” or “Shares”). 

 
Subsequent Events 
 
Subsequent to the six months ended August 31, 2019 the following events occurred: 
 
On October 10, 2019, the Special Warrants issued on July 24, 2019 automatically converted into units 
(“Units”) of MedX and will be deemed to have been exercised and converted without any further action on the 
part of the Holder or the payment of additional consideration on October 10, 2019, the first business day 
following the ASC receipt for a final Prospectus. On conversion, each Unit consists of one Common Share of 
the Company and one warrant (“Warrant”). Each Warrant is exercisable into one Common Share of the 
Company upon payment to the Company of $0.20 on or before the date that is 12 months from the conversion 
date of the Special Warrants.  In addition, the Company issued 93,575 Special Warrants to certain finders who 
assisted the Company in raising funds under the Private Placement. The terms of the Special Finders 
Warrants are identical to the Special Warrants. The Special Warrants, Special Finder Warrants and the 
Common Shares underlying them are qualified for distribution by the Prospectus. 
 
On October 9, 2019, the Company granted 375,000 common share purchase options to a director of the 
Corporation with an exercise price of $0.08 per option and an expiry in 5 years. 
 
Short Term Objectives and How We Intend to Achieve Them 
 
To accomplish the Corporation’s short-term goals, we need to: 
 
1) Connect with Craft-scale growers. The Corporation has developed and tested a marketing/advertising 
program. The Corporation believes that it knows what to do and how much it will cost to do it. The marketing 
program is expected to cost approximately $130,000 over the next 12 months.  
 
2) Provide and manufacture small-scale extractors. The Corporation believes it owns the only patented 
small-scale CO2-based (“CO2”) extraction technology suitable for Craft-sized growers. The Corporation has 
significant inventory and sales began in the latter half of 2018. Management expects inventory will require 
approximately $70,000 over the next 12 months.  
 
3) To become a reporting issuer in Canada to enable the Corporation to develop an additional organized 
market for its Common Shares and apply for a listing on the Canadian Securities Exchange. The cost to 
become a reporting issuer and become listed on the CSE is expected to be approximately $60,000 of which 
approximately $35,000 has been incurred as at August 31, 2019.  
 
There is no guarantee that any of the above objectives will be accomplished. The Corporation expects to 
achieve the above objectives within 12 months following the date of listing on the CSE. 
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Risk Factors 
 
Industry Risks 
 
The Corporation faces competition in the market from larger more established companies in the cannabis 
technology industry that offer a wider array of products. These competitors will make it difficult for us to offer 
competing products and grow our business. 
 
We will be competing with the producers of other products and competition in the cannabis technology 
industry that will limit the availability of channels required for the successful distribution of our products. Our 
products may be competing directly with other products and indirectly with other forms of CO2 extractors and 
other types of extractors. We may not be able to compete successfully against our future competitors and 
competition could have a material adverse effect on our business, results of operations and financial 
condition. Our potential competitors may develop superior products and services that achieve greater market 
acceptance than ours. Accordingly, failure of our marketing campaign will result in the failure of the business. 
 
Industry changes may have a negative impact on our operations 
 
The extraction business, in general, is undergoing significant changes, primarily due to technological 
developments.  These developments have resulted in the availability of alternative forms of extractors.  It is 
impossible to accurately predict the effect that these and other new technological developments may have on 
the extraction industry. These uncertainties as well as others outlined herein may have a negative impact on 
our operations and could result in the complete failure of our business. 
 
Our success depends on our ability to develop products and sell them directly through our website and 
indirectly through distribution channels. The inability to establish an effective website and distribution 
channels, may severely limit our growth prospects. 
 
Our business success is completely dependent on our ability to develop products and secure direct and 
indirect distribution channels. Revenues derived therefrom represent vital funds for our continued operations. 
The loss or damage of any of our business relationships and or revenues derived therefore will result in the 
inability to market and produce our products. 
 
Our success may be dependent on foreign markets    
 
Foreign and ancillary markets are expected to generate the majority of our revenues from the medical and 
recreational cannabis industries.  Neither foreign nor ancillary markets provide a guarantee of revenue. Many 
markets may never legalize the consumption of recreational cannabis, which limits the demand for our CO2 
Extractors. Also, licensing in foreign markets may be dependent upon performance in home markets and if 
one of our CO2 Extractor is not a success or if, for any reason, it is not well-received by the public, it may be a 
financial failure.  
 
Foreign rules and regulations may have an adverse impact on our operations 
 
Some foreign countries may impose government regulations on the distribution of our products.  Also 
revenues derived from the distribution of our products in foreign countries, if any, may be subject to currency 
controls and other restrictions that may temporarily or permanently prevent our ability to receive or account for 
such revenue. To the extent that we have made the economic decision to pursue a particular project based 
upon foreign distribution, our operations may suffer. 
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US Related Risk Factors  
 
Marijuana remains illegal under U.S. federal law and the approach to enforcement of U.S. federal laws against 
marijuana is subject to change. Management is not aware of any State or Federal laws or regulation 
specifically related to the use of the Corporation's CO2 extractors for the extraction of cannabinoids from 
marijuana. Furthermore, purchasers of the Corporation's extractors are required to confirm they are of legal 
age in their jurisdiction, will not use the purchased product(s) for illegal activities, and will comply with local 
laws and regulations. However, notwithstanding such approach, it could be that federal and/or State laws 
could be interpreted in a way that results in adverse enforcement action resulting in a direct negative effect on 
the Corporation's sales in the U.S. and such negative effect could cause the Corporation to fail and investors 
could lose all of their investment. The Corporation's marijuana-related activities (i.e., selling extractors that 
could be used to extract cannabinoids from marijuana) target the medical segment of the overall marijuana 
market. Unlike in Canada which has federal legislation uniformly governing the cultivation, distribution, sale, 
and possession of medical cannabis under the ACMPR, investors are cautioned that in the United States, 
cannabis is largely regulated at the state level. But it should be noted that in spite of the permissive regulatory 
environment of medical cannabis in many states within the United States, cannabis continues to be 
categorized as a controlled substance under the US federal Controlled Substances Act and as such, violates 
federal law in the United States. The United States Congress has passed appropriation bills each of the last 
three years that have not appropriated funds for prosecution of cannabis offenses of individuals who are in 
compliance with state medical cannabis laws. American courts have construed these appropriations bills to 
prevent the federal government from prosecuting individuals when those parties comply with state law. 
However, because this conduct continues to violate federal law, American courts have observed that should 
Congress, at any time, choose to appropriate funds to fully prosecute the Controlled Substances Act, any 
individual or business, even those who have fully complied with state law, could be prosecuted for violations of 
federal law. Violations of federal laws and regulations could result in significant fines, penalties, administrative 
sanctions, convictions or settlements arising from civil proceedings conducted by either the federal 
government or private citizens, or criminal charges, including, but not limited to, disgorgement of profits, 
cessation of business activities, or divestiture. The Corporation is not aware of any non-compliance with U.S. 
federal law; however, if the Corporation was found to be non-compliant, this could have a material adverse 
effect on the Corporation, including its reputation and ability to conduct business, its financial position, 
operating results, profitability or liquidity or the market price of its publicly traded shares. In addition, it is 
difficult for the Corporation to estimate the time or resources that would be needed for the investigation of 
such matters or its final resolution. The Corporation plans to sell extractors into the US and these sales will be 
subject to US federal and state laws. Given the illegality of marijuana under U.S. federal law the issuer's 
access to capital could be negatively affected by public and/or private capital not being available to support 
continuing operations. At present, management believes that both private and public capital is available to the 
Corporation on terms acceptable to the Corporation but management also believes that this capital availability 
could change without notice, requiring the Corporation to operate solely on internally-generated funds. In the 
event that the Corporation has insufficient internally-generated funds the Corporation could fail and you could 
lose all of your investment. Management is not currently aware of any specific US federal or state initiatives 
that would lessen the Corporation's capital access. Management has reviewed US federal and state 
requirements related to the sale of its extractors and believes that there are no federal laws pertaining to the 
use of its extractors for extracting marijuana. States typically have regulation related to mechanical aspects of 
equipment such as the Corporation's extractors with compliance required by the operator of the subject 
equipment in that operator's jurisdiction. The Corporation sells its extractors F.O.B Alberta and management 
believes that because of this, the compliance requirement transfers, to the buyer, in Alberta. Management 
believes it is in compliance with Alberta regulation and is not aware of non-compliance with any US federal or 
state law or regulation. 
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The Corporation’s Risks  
 
We have a limited history of operations and unless we are able to successfully execute our business 
plan, our business and operating results will suffer resulting in the complete failure of our business 
 
Our operations are subject to all of the risks inherent in the establishment of a new business. The likelihood of 
our success must be considered in light of the risks, problems, expenses and delays frequently encountered 
in connection with the formation of a new business in general, as well as the highly competitive environment in 
which the business is operating. To address these risks, we must, among other things, continue to respond to 
competitive developments, product failure causing personal injury and property damage, attract, retain and 
motivate qualified personnel, commercialize products, and implement and successfully execute our marketing 
strategy and advertising sales strategy. There can be no assurance that we will be successful in addressing 
such risks.   
  
Going Concern 
 
As at August 31, 2019, the Company had not achieved profitable operations since its inception and had an 
accumulated deficit of $301,200. Whether and when the Company can attain profitability from operations is 
uncertain. The lack of profitable operations results in a material uncertainty which may cast significant doubt 
on the Company’s ability to continue as a going concern. 
 
We will incur increased costs and demands upon management as a result of complying with the laws 
and regulations affecting public companies, which could harm our operating results 
 
Should we become a public company, we will incur significant additional legal, accounting and other expenses 
that we did not incur as a private company, including costs associated with public company reporting 
requirements. We expect these rules and regulations to substantially increase our legal and financial 
compliance costs and to make some activities more time-consuming and costly. We are unable to currently 
estimate these costs with any degree of certainty. We also expect these rules and regulations may make it 
more difficult and more expensive for us to obtain director and officer liability insurance, and we may be 
required to accept reduced policy limits and coverage or incur substantially higher costs to obtain the same or 
similar coverage previously available. As a result, it may be more difficult for us to attract and retain qualified 
individuals to serve on our board of directors or as our executive officers. Currently we do not have a system 
of checks and balances in place covering our financial operations and investors will bear the economic risk 
associated with the lack of such oversight. 
 
Early failures would impair our ability to attract additional capital    
 
Our business model contemplates continuing sales and we are anticipating revenue from our sales to finance 
an increased level of operations. In the event that our early operations are not profitable, we will need to raise 
additional capital from outside investment. There are no guarantees that we will be able to raise such capital, 
or that if we are able to, that it will be on favorable terms. Early failures are likely to make such additional 
financing difficult to obtain and we may not be able to raise any additional capital, if required. 
 
Our products may not be accepted by the market and our business may fail as a direct result of such 
lack of market acceptance 
 
The ultimate profitability of any product depends upon its audience appeal in relation to the cost of its 
production and distribution. The audience appeal of a given product depends, among other things, on 
unpredictable critical reviews and changing public tastes and such appeal cannot be anticipated with certainty. 
If certain segments of the viewing public do not like, are willing to pay for, or otherwise approve of our 
products, our business may fail.   
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The premature abandonment of products may result in losses to investors and impair our overall 
results of operations 
 
The development of our products may be abandoned at any stage if further expenditures do not appear 
commercially feasible, with the resulting loss of some or all of the funds previously expended on the 
development of the projects, including funds expended in connection with the development of any products. In 
the event that we determine that it is in the best interests of our shareholders to abandon a product, it is 
unlikely that we will be able to recoup any of our costs.  
 
Cost overruns will affect our results of operations and may cause the failure of our business 
 
The costs of developing products and marketing/selling said products are often underestimated and may be 
increased by factors beyond our control.  Such factors may include weather conditions, taxation, labor 
disputes, governmental regulations, equipment breakdowns and other production disruptions.  While we 
intend to engage qualified personnel the risk of running over budget is always significant and may have a 
substantial adverse impact on our profitability. 
 
We are currently dependent on our officers and directors for our success and our future operations 
may require that we can attract and retain qualified employees, which we may not be able to do 
 
Our current operations are managed by our officers and directors, should our officers and directors resign, we 
would have no personnel to undertake the operations of the Corporation and therefore the Corporation would 
be adversely affected.  We have no key-person insurance policy for our President or any other Officers and/or 
Directors and at this time we have no intention of acquiring same. Our future operations may depend, in part, 
on our ability to attract, employ and retain additional qualified employees. No assurance can be given that we 
will be able to attract or retain such personnel, if required. 
 
We will rely on consultants and employees and if we are unable to retain these or other similarly 
qualified individuals, we may not be able to carry out our business operations 
 
We expect to be dependent upon contract service providers and loss of their services could adversely affect 
our business and our ability to maintain our operations or develop new products. We have not entered into 
any employment or non-competition agreements with any individuals and do not plan to in the future. Our 
success will depend on our ability to attract and retain qualified personnel. If we cannot attract and retain the 
necessary individuals our operating results will suffer.  
 
Costs associated with our business, including production and input costs are not fixed and might increase, 
creating uncertainty about our ability to meet our plan of operations. 
 
We have not established long-term contracts with our consultants or other third party suppliers we intend to 
rely on for the component parts of the CO2 Extractors. The lack of long-term contracts could result in an 
increase in what we pay these individuals for their services. An increase in the production costs will reduce 
our margins and might make our projects uneconomical leading to the failure of our business. 
 
There is no guarantee that we will be able to sell enough, or any, of our products to generate a profit 
and failure to become profitable will result in the failure of our business 
 
The market for our products is limited in scope and there is no assurance that our products will generate 
market acceptance and result in sales. We have developed the products with limited market research and 
there is no assurance that we will be able to respond to the rapidly evolving markets in the extraction industry. 
The inability to sell our CO2 Extractors will result in the failure of our business. 
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While we have a US patent, litigation arising out of infringement or other commercial disputes could 
cause us to incur expenses and impair our competitive advantage 
 
We may incur substantial expenses in defending against prospective claims, regardless of their merit. Our 
success depends in part on our ability to enforce intellectual property protection for our concepts and to 
preserve our trade secrets. The validity and breadth of claims covered in our patent filed with Canadian and 
U.S. authorities involve complex legal and factual questions and, therefore, may be subject to challenge. No 
assurances can be given that any of our patents will be held valid if subsequently challenged, or that others 
will not claim rights in, or ownership of, the potential copyrights or trademarks or other proprietary rights held 
by us or that our intellectual property will not infringe, or be alleged to infringe, the proprietary rights of others. 
Furthermore, there can be no assurance that others have not developed or will not develop similar concepts to 
our CO2 Extractor. In addition, whether or not additional intellectual property protection is issued to the 
Corporation, others may hold or receive intellectual protection covering concepts that were subsequently 
developed by the Corporation; and no assurance can be given that others will not or have not independently 
developed or otherwise acquired substantially equivalent intellectual property. 
 
Our management has limited experience in producing and selling CO2 extractors and this lack of 
experience could result in the failure of the business 
 
Our management’s lack of experience in producing and selling CO2 extractors could lead to poor decision-
making which could result in cost-overruns and/or the inability to produce the desired products. Although 
management of the Corporation intends to hire experienced and qualified staff, this inexperience could also 
result in the Corporation’s inability to consummate revenue contracts or any contracts at all. Any combination 
of the aforementioned may result in the failure of the Corporation and a loss of your investment. 
 
Our products operate under pressure and various jurisdictions have regulations around pressured 
products 
 
Almost all jurisdictions have rules and regulations related to pressurized vessels and without an exemption, 
our products may be unsaleable without certification. Certification is often a matter of passing operating 
specification tests and paying fees but there is no guarantee that any relevant authority will not change 
certification processes and that any such changes would not render our products unsaleable in the applicable 
jurisdiction. Such changes could cause a material decrease in our sales and profitability and could put the 
Corporation out of business in which case you could lose your entire investment. 
 
Service and Warranty Risks 
 
The Corporation's products are technical in nature and are sold with a one year limited warranty and a product 
return policy. There is no certainty the products will operate as expected and this could result in the return of a 
significant number of CO2 Extractors or result in expensive warranty claims. Any combination of the 
aforementioned may result in the failure of the Corporation and a loss of your investment. 
 
 
Insufficient Capital 
 
The Corporation currently has revenue producing operations but may, from time to time, report a working 
capital deficit. To maintain its activities, the Corporation may require additional funds which may be obtained 
either by the sale of equity capital or by entering into an option or joint venture agreement with a third party 
providing such funding. There is no assurance that the Corporation will be successful in obtaining such 
additional financing; failure to do so could result in failure of the Corporation and total loss of your investment. 
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Financing Risks 
 
The Corporation has no history of significant earnings and, due to the nature of its business, there can be no 
assurance that the Corporation will be profitable. The Corporation has paid no dividends on its shares since 
incorporation and does not anticipate doing so in the foreseeable future. The only present source of funds 
available to the Corporation is through the sale of its equity shares and there is no assurance that any such 
funds will be available on terms acceptable to the Corporation, or at all. At present it is impossible to 
determine what amounts of additional funds, if any, may be required. 
 
Limited Operating History 
 
The Corporation has a limited history of revenue.  
 
Negative Operating Cash Flow   
 
Since inception, the Corporation has had cumulative negative operating cash flow. The Corporation has 
incurred losses since its founding. The losses and cumulative negative operating cash flow may continue for 
the foreseeable future as funds are expended on the business plan. The Corporation had positive cash flows 
from operations of $30,830 for the six months ended August 31, 2019, yet cannot predict when it will reach 
cumulative positive operating cash flow. 
 
Patent Risks 
 
Although the Corporation has exercised the usual due diligence with respect to determining title to patents and 
patent applications in which it has a material interest, there is no guarantee that title to such assets will not be 
challenged or impugned. The Corporation’s patent application interests may be subject to prior unregistered 
agreements or transfers and title may be affected by undetected defects.  
 
Foreign Currency Risk 
 
Foreign currency fluctuations may affect the cash flow which the Corporation may realize from its operations, 
since most of its product sales are expected to occur in US dollars whereas the Corporation’s costs are 
incurred primarily in Canadian dollars. 
 
Conflicts of Interest 
 
Certain of the directors and officers of the Corporation are engaged in, and will continue to engage in, other 
business activities on their own behalf and on behalf of other companies and, as a result of these and other 
activities, such directors and officers of the Corporation may become subject to conflicts of interest. The ABCA 
provides that in the event that a director has an interest in a contract or proposed contract or agreement, the 
director shall disclose his interest in such contract or agreement and shall refrain from voting on any matter in 
respect of such contract or agreement unless otherwise provided under the ABCA. To the extent that conflicts 
of interest arise, such conflicts will be resolved in accordance with the provisions of the ABCA. To the 
Corporation’s knowledge, as at the date hereof there are no existing or potential material conflicts of interest 
between The Corporation and a director or officer of the Corporation except as otherwise disclosed herein.  
 
Employees 
 
The Corporation has no taxable employees at this time and all non-contract tasks are performed by 
management. This structure was adopted to simplify startup management and financial reporting and is 
expected to remain this way until Management decides otherwise. 
 
  



MedXtractor Corp. 
Management Discussion and Analysis  

Three and six months ended August 31, 2019 
Unaudited 

                         
 

15 
 

Locations 
 
We have a small warehouse/shop in Calgary for which we pay minimal month-to-month rent. Administrative 
functions are performed by Mr. James Durward at his Calgary home. Custom parts are machined at third-
party machine shops. Additional physical space is available and will be added on an "as-needed" basis. 
 
Intellectual Property 
 
We have a US patent that was granted on May 14, 2019 - US 10,286,336 B2 and the Canadian application is 
pending.  
 
Insurance 
 
There is no liability insurance at this time but such insurance will be pursued after a public listing. 

 

Additional Information 
 
Additional information regarding the Company and its business and operations is available on the Company’s 
profile at www.sedar.com and on the Company’s website at medxtractor.com.  

  

http://www.sedar.com/
http://www.medxtractor.com/
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