
 

VITALITY PRODUCTS INC. 
 

MANAGEMENT’S DISCUSSION & ANALYSIS 

For the Nine Months Ended October 31, 2020 and 2019 

 
The following information should be read in conjunction with the condensed interim financial statements and 

related notes for the nine months ended October 31, 2020 and 2019 and the audited financial statements and 

related notes and management’s discussion and analysis for the years ended January 31, 2020 and 2019.  

These documents and additional information relating to the Company are on the SEDAR website at 

www.sedar.com. 

 

The following discussion and analysis of the financial condition and financial performance contain forward-

looking statements which involve known and unknown risks, uncertainties and other factors which may 

cause actual results to differ materially from any future results expressed or implied by such statements.  

Forward-looking statements include, but are not limited to, those with respect to: anticipated future operating 

results, anticipated levels of sales and anticipated timing and progress of product development and 

marketing.  These statements are predictions only and actual results may differ materially.  Factors that could 

cause such actual results to differ materially from any future results expressed or implied by such forward-

looking statements include, but are not limited to, our ability to obtain additional equity, our ability to retain 

and expand our human resources, the successful development of our products, regulatory risks and 

expanding our channels of distribution. 

 

The effective date of this document is December 30, 2020. 
 

Business Overview 

 

Vitality Products Inc. (VPI - TSX-V) is a manufacturer, marketer and distributor of premium quality natural 

health products, including vitamins, minerals and nutritional supplements.  Vitality’s mission is to provide a 

healthy, energized lifestyle through high quality supplements.  The Company is focused on key growth 

categories in natural health.  The Company maintains a distribution facility in Vancouver, British Columbia 

and an investment property in Whatcom County, Washington. 

 

VITALITY® is an award-winning line of clean vitamins and supplements, marketed to natural health 

retailers and health and wellness conscious consumers.  Manufactured locally in BC and currently sold in 

over 600 stores nationally, the products incorporate plant-based ingredients and are non-GMO.  Following 

the proven success of the line through repeat orders and same store sales growth, the Company is focused on 

expanding distribution and growing sales in-store and online (at vitality.ca, well.ca, amazon.ca and 

amazon.com).  The Company continues to evaluate, research and develop new products for future 

distribution including exploring new markets for its products.  Vitality’s products and product information 

are available at the Company’s website: www.vitality.ca. 

 

Vitality has 11 natural health products (encompassing 22 SKUs) sold in Canada.  In June 2020, the Company 

doubled its product line to include new innovative products: Magnesium + Chamomile for Kids; Magnesium 

+ Chamomile for Adults in powder and capsules; Daily Iron + Organic Spirulina (a lower dose iron 

supplement to build on the success of Power Iron); and Trace Minerals + Chlorella.  In July 2020, the 

Company added a line extension Vitality Glow with its first signature product Collagen + Cranberry to 

appeal to Vitality’s female customer base.  Vitality presented the new products to retailers and received 

preorders from leading natural health retailers prior to production.  The Company has filed all new products 

with the Food and Drug Administration (FDA) for sale in the United States. 

 

In October 2020, the Company won 5 alive awards, recognizing the best in the Canadian natural health 

industry by consumers and retailers.  Vitality was recognized with the honour of Best New Supplement – 

Retailer Choice (Gold) for Trace Minerals + Chlorella, Best New Supplement – Consumer Choice (Gold) for 

Vitality Glow Collagen + Cranberry, and Best Women’s Product – Retailer Choice (Silver) for Power Iron + 

Organic Spirulina.  

http://www.vitality.ca/


 

Business Overview (Continued) 

 

In September 2013, the Company announced the revitalization of one of Canada’s oldest natural health 

companies with the launch of Vitality’s new line of vitamins and supplements.  The Company formulated, 

branded and launched four products.  In 2016, the Company announced the launch of its fifth product: 

VITALITY® Power Iron + Organic Spirulina™.  Vitality has since won five industry awards which recognize 

outstanding product innovation for Power Iron + Organic Spirulina, including one award from Clean Choice 

Awards and four alive Awards. 

 

Following the success and growth in Canada of its first five products, Vitality completed FDA filings for 

these products to be sold in the United States.  These products were listed for sale on Amazon.com in August 

2019. 

 

Vitality has actively promoted its products at industry trade events including CHFA East Tradeshow (held 

annually in Toronto in September) and CHFA West Tradeshow (held annually in Vancouver each February).  

CHFA East and CHFA West are the largest industry buying events organized by Canadian Health Food 

Association in Canada.  The Company is a member of Canadian Health Food Association (CHFA), Canada’s 

largest trade association dedicated to natural health and organic products, and the Canadian Federation of 

Independent Businesses (CFIB).  According to CHFA, the natural health product industry contributes $4 

billion to the Canadian economy.  The Company was scheduled to attend Natural Products Expo West trade 

show in Anaheim, California in March 2020 to meet with brokers, distributors, and retailers; however, the 

event was cancelled due to COVID-19, as was CHFA East (September 2020). 

 

The Company has two key distributors in Canada: Purity Life Health Products LP and Horizon Distributors 

(formerly Christmas Natural Foods Ltd.).  Purity Life, Canada’s leading distributor of natural health 

products, supplies the highest quality products to over 7,000 stores across Canada (www.puritylife.com).  

Horizon Wellness, a division of Horizon Distributors, services natural health retailers in Western Canada. 

More information on Horizon is available at www.horizondistributors.com. 

 

Vitality’s products are available for sale in more than 600 retail stores (2019 - 575 retail stores) located 

across Canada, including Thrifty Foods, Whole Foods, Choices, Nature’s Fare, Healthy Planet, Vita Health 

and Nature’s Emporium.  A full list of the retailers is available at www.vitality.ca.  Understanding the 

importance of online sales, Vitality has continued to develop its corporate website to be focused on retailers 

and consumers by providing product information, online shopping and access to natural health content.  The 

Company also launched an investors website in June 2020: www.investinvitality.com. 

 

Vitality has received over $400,000 in Government funding from the National Research Council of Canada 

Industrial Research Assistance Program (NRC IRAP) and Investment Agriculture Foundation of BC towards 

the research, sales and marketing of its products since 2013.  Vitality wishes to acknowledge the support of 

the NRC IRAP program and its Industrial Technology Advisors for their support in the growth of the 

Company.  The Company wishes to thank and acknowledge the Government of BC, the Buy BC Program 

and Investment Agriculture Foundation of BC. 

 

Vitality has successfully completed two Trade Missions with the Government of British Columbia and the 

Government of Canada to meet key buyers and importers and to explore entry of VITALITY vitamins and 

supplements into Japan and China.  The Company recognizes the growth opportunity for its line of vitamins 

and supplements outside of Canada.  During the Trade Missions to Osaka, Tokyo and Shanghai, the 

Company had one-on-one meetings with buyers and introductions to local Canadian Trade Commissioners.  

The Company joined the Trade Mission to explore the opportunity of launching products in foreign markets 

while leveraging the reputation of VITALITY and manufacturing practices in British Columbia, Canada. 

 

Vitality commenced business in 1946 and its name and design were trademarked in 1952.  The Company has 

leveraged its trademark to secure the social media properties: www.facebook.com/vitality and 

www.twitter.com/vitality (@vitality).  Vitality is also on www.instagram.com/findyourvitality. 

 

http://www.puritylife.com/
http://www.horizondistributors.com/
http://www.vitality.ca/
http://www.investinvitality.com/
http://www.facebook.com/vitality
http://www.twitter.com/vitality
http://www.instagram.com/findyourvitality


 

Business Overview (Continued) 

 

Vitality has developed a product line of Natural Health Products (NHPs).  Health Canada requires a full 

licensing process for NHPs.  Included in the definition of NHPs are certain food and beverage products 

claiming to benefit health: such as energy bars and juice with vitamins; supplements such as herbs, digestive 

enzymes, vitamins and minerals and essential fatty acids; and traditional personal care products.  The 

Licensed Natural Health Products Database (LNHPD) contains product specific information on those natural 

products that have been issued a product license by Health Canada. 

 

Vitality has applied for and received 101 Natural Health Product Numbers (NPNs) for its NHPs and all 101 

NHPs are registered in the LNHPD and have received an eight digit NPN.  The issuance of a product license 

means that the product has been assessed by Health Canada, found to be safe, effective and of high quality 

under its recommended condition of use.  This is an adequate number of approvals for the Company to 

proceed with a marketing and licensing program of its NHPs. 

 

Over the years multiple formulations have been developed.  Previously many of these products were 

registered with Drug Identification Numbers or were simply distributed as food supplements.  In 1979, many 

new products formulations were added including nine time release formulations.  Since 2003, the Company 

has transitioned 60 former natural health products and researched, formulated and received licenses for an 

additional 32 natural health products.  An NPN is required to sell products in Canada.  The development 

costs of formulating, testing and registering our 101 NHPs with Health Canada are well in excess of 

$500,000.  Historically, the Company has expensed these development costs under its accounting policies.  

This key strategic asset is not recognized on our statements of financial position. 

 

All product launches involve risks including but not limited to the availability of financing on favourable 

terms, human resources, availability of product ingredients at favourable costs, changes to government 

regulations, adverse sales and competition. 

 

Selected Annual Information 

 

The following table sets out selected audited financial information of the Company and is derived from the 

audited financial statements prepared by management.  The statements are prepared in conformity with 

International Financial Reporting Standards (“IFRS”) and are expressed in Canadian dollars. 

 

Fiscal Year 

 

Revenues 

 

Net (Loss) Income 

Net (Loss) Income 

Per Share 

(Basic and Diluted) 

 

Total Assets 

Total Long-term 

Financial 

Liabilities 

2020 $618,171 $(62,943) $(0.00) $923,538 $9,076 

2019 $528,041 $(354,958) $(0.01) $824,641 $0 

2018 $417,438 $(27,468) $(0.00) $478,232 $0 

 

There are several factors that have caused year-to-year variations in the Company’s financial condition and 

results in operations. 

 

Revenues have increased every year since the Company launched Vitality’s line of vitamins and supplements 

in September 2013.  Revenues increased during fiscal 2018 to $417,438, an increase of 109% in revenues 

over fiscal 2017 ($199,809).  Revenues continued to increase during fiscal 2019 to $528,041, an increase of 

26% in revenues over fiscal 2018.  Revenues also continued to increase during fiscal 2020 to $618,171, an 

increase of 17% in revenues over fiscal 2019.  The year-to-year growth in revenues is attributable to the 

expansion of Vitality’s retail customers across Canada and the launch of its fifth product during fiscal 2017. 

 

 

 

 

 



 

Selected Annual Information (Continued) 

 

Total assets increased in fiscal 2020 to $923,538 (2019 - $824,641) due to overall increases in current assets.  

Increases in accounts receivable to $201,577 (2019 - $90,830) and prepaid expenses to $13,654 (2019 - 

$12,247) were partially offset by decreases in cash and short-term investment to $346,799 (2019 - $383,732) 

and inventories to $95,873 (2019 - $96,301).  The overall increase in current assets during the past three 

years is due to the growth of the Company’s sales, expanding distribution of Vitality products, receipts of 

government assistance and financing activities through the issuance of share capital. 

 

Total assets increased in fiscal 2019 to $824,641 (2018 - $478,232) due to overall increases in current assets:  

cash and short-term investment to $383,732 (2018 - $80,467); accounts receivable to $90,830 (2018 - 

$49,072); inventories to $96,301 (2018 - $96,943); and prepaid expenses to $12,247 (2018 - $12,009). 

 

Total assets increased in fiscal 2018 to $478,232 (2017 - $404,875) due to increases in all current assets:  

cash to $80,467 (2017 - $58,832); accounts receivable to $49,072 (2017 - $21,657); inventories to $96,943 

(2017 - $81,548); and prepaid expenses to $12,009 (2017 - $2,872). 

 

The Company’s primary long-term asset on its statements of financial position during fiscal years 2020, 

2019 and 2018 is its investment property in Whatcom County, Washington.  This land is recorded at its 

historical cost of $237,750.  Management has estimated the fair value of the investment property to be in the 

range of $428,863 to $714,772 (2019 - $425,979 to $709,965) based on comparable market prices for 

undeveloped land in Whatcom County. 

 

The Company’s net loss increased in fiscal 2019 as the Company recognized a share-based compensation 

expense of $252,220.  No share-based compensation expense was recorded in fiscal 2020 and fiscal 2018.  

The share-based compensation expense is generally high due to the assumptions required in the Black-

Scholes option-pricing model, specifically, the Company’s stock price volatility over the past five years. 

 

Summary of Quarterly Results 

 

The following table sets out selected unaudited financial information of the Company and is derived from 

unaudited condensed interim financial statements prepared by management.  The condensed interim 

financial statements are prepared in conformity with IFRS and are expressed in Canadian dollars. 

 

 

Fiscal Period 

 

Revenues 

 

Net (Loss) Income 

Net (Loss) Income 

Per Share 

(Basic and Diluted) 

2021 Q3 $205,437 $(42,189) $(0.00) 

2021 Q2 $209,745 $(74,722) $(0.00) 

2021 Q1 $190,823 $(52,444) $(0.00) 

2020 Q4 $204,058 $(28,115) $(0.00) 

2020 Q3 $162,809 $1,223 $0.00 

2020 Q2 $150,937 $(7,002) $(0.00) 

2020 Q1 $100,367 $(29,049) $(0.00) 

2019 Q4 $109,977 $(52,960) $(0.00) 

 

During the third quarter of fiscal 2021, Vitality sales increased 26% to $205,437 (2020 Q3 - $162,809) 

primarily due to listings of new products launched in the second quarter including at Choices Markets (10 

locations), Nature’s Fare (7 locations), Healthy Planet (29 locations), Vita Health (7 locations) and online at 

vitasave.ca, yeswellness.com, amazon.ca and amazon.com.  The financial results from operations show a net 

loss of $42,189 (2020 Q3 - net income of $1,223).  General and administrative expenses increased to 

$185,601 (2020 Q3 - $114,672).  Wages and salary significantly increased to $97,461 (2020 Q3 - $56,079) 

as Vitality expanded the sales team in British Columbia, Alberta and Ontario.  Promotion more than tripled 

to $30,120 (2020 Q3 - $9,457) as the Company increased advertising spend with a priority focus on new 

listings and online sales with amazon.com, amazon.ca and vitality.ca. 



 

Summary of Quarterly Results (Continued) 

 

During the second quarter of fiscal 2021, Vitality sales increased 39% to $209,745 (2020 Q2 - $150,937) 

primarily driven by the growth of online sales on Amazon in Canada and the United States.  The financial 

results from operations show a net loss of $74,722 (2020 Q2 - $7,002).  General and administrative expenses 

increased to $221,217 (2020 Q2 - $115,383).  Wages and salary significantly increased to $97,604 (2020 Q2 

- $50,301) as Vitality expanded the sales team in British Columbia, Alberta and Ontario and maintained the 

sales team during the COVID-19 pandemic.  Promotion more than doubled to $23,242 (2020 Q2 - $9,342) as 

the Company increased advertising spend with a priority focus on online sales with amazon.com, amazon.ca 

and vitality.ca. 

 

During the first quarter of fiscal 2021, Vitality sales increased 90% to $190,823 (2020 Q1 - $100,367) 

primarily driven by the growth of online sales on Amazon in Canada and the United States.  The financial 

results from operations show a net loss of $52,444 (2020 Q1 - $29,049).  General and administrative 

expenses increased to $192,235 (2020 Q1 - $96,739).  Wages and salary significantly increased to $89,325 

(2020 Q1 - $32,863) as Vitality expanded the sales team in British Columbia, Alberta and Ontario and 

maintained the sales team during the COVID-19 pandemic.  Promotion more than doubled to $43,992 (2020 

Q1 - $21,306) as the Company increased advertising spend with a priority focus on online sales with 

amazon.com, amazon.ca and vitality.ca, and CHFA Tradeshow in Canada. 

 

During the fourth quarter of fiscal 2020, Vitality sales increased 86% to $204,058 (2019 Q4 - $109,977) as 

Vitality’s supplements continued to receive re-orders from retail stores, be ordered by more retail stores 

located in Canada and directly by online shoppers in Canada and the United States.  The financial results 

from operations show a net loss of $28,115 (2019 Q4 - $52,960).  The cost of sales increased to $55,380 

(2019 Q4 - $35,048), promotion increased to $35,208 (2019 Q4 - $5,829) and wages and salary increased to 

$79,284 (2019 Q4 - $59,212) due to the Company’s focus on expanding distribution and growing sales 

nationally and online.  The Company received $62,785 (2019 Q4 - $3,793) of government assistance for 

Vitality human resources, new products, branding, digital advertising, marketing materials and expanding 

distribution channels. 

 

During the third quarter of fiscal 2020, Vitality sales increased 13% to $162,809 (2019 Q3 - $143,970) as the 

Company achieved profitability with a net income of $1,223 (2019 Q3 - net loss of $8,688).  The cost of 

sales increased to $42,616 (2019 Q3 - $38,726) and wages and salary increased to $56,079 (2019 Q3 - 

$48,695) due to the Company’s focus on expanding distribution and growing sales nationally and online.  

The Company received $49,117 (2019 Q3 - $12,185) of government assistance for Vitality branding, 

products, marketing materials, salaries and expanding distribution channels. 

 

During the second quarter of fiscal 2020, Vitality sales increased 3% to $150,937 (2019 Q2 - $146,861) as 

the Company launched the new bottle size of 120 vegetable capsules of Vitality Power Iron + Organic 

Spirulina in June 2019.  The cost of sales increased to $39,365 (2019 Q2 - $38,451) and wages and salary 

increased to $50,301 (2019 Q2 - $41,348) due to the Company’s focus on expanding distribution and 

growing sales nationally and online.  The Company recorded a share-based compensation expense of $Nil 

(2019 Q2 - $238,700).  The Company received $29,761 (2019 Q2 - $32,768) of government assistance for 

Vitality branding, products, marketing materials, salaries and expanding distribution channels. 

 

During the first quarter of fiscal 2020, Vitality sales decreased 21% to $100,367 (2019 Q1 - $127,233).  The 

cost of sales decreased to $29,394 (2019 Q1 - $33,951).  Promotion increased to $21,306 (2019 Q1 - 

$20,736) due to the Company’s focus on expanding distribution and growing sales nationally and online. 

 

During the fourth quarter of fiscal 2019, Vitality sales increased 39% to $109,977 (2018 Q4 - $78,906) as 

Vitality’s supplements continued to receive re-orders from retail stores, be ordered by more retail stores 

located in Canada and directly by online shoppers.  The cost of sales increased to $35,048 (2018 Q4 - 

$25,057) and wages and salary increased to $59,212 (2018 Q4 - $33,813) due to the Company’s focus on 

expanding distribution and growing sales nationally and online. 

 



 

Results of Operations 

 

The financial results of the Company for the three months ended October 31, 2020 show a net loss of 

$42,189 or $0.00 per share compared to a net income of $1,223 or $0.00 per share for the same period last 

year.  Sales for the three months ended October 31, 2020 increased 26% to $205,437 (2019 - $162,809) 

primarily due to listings of new products launched in the second quarter including at Choices Markets (10 

locations), Nature’s Fare (7 locations), Healthy Planet (29 locations), Vita Health (7 locations) and online at 

vitasave.ca, yeswellness.com, amazon.ca and amazon.com.  The Company’s general and administrative 

expenses for the three months ended October 31, 2020 increased to $185,601 (2019 - $114,672) as wages 

and salary increased to $97,461 (2019 - $56,079) as Vitality expanded the sales team in British Columbia, 

Alberta and Ontario.  Promotion more than tripled to $30,120 (2019 - $9,457) as the Company increased 

advertising spend with a priority focus on new listings and online sales with amazon.com, amazon.ca and 

vitality.ca.  The Company continues to focus its efforts on expanding distribution and sales nationally and 

online at vitality.ca, well.ca, amazon.ca and amazon.com. 

 

During the three months ended October 31, 2020, the Company received $7,047 (2019 - $49,117) of 

government assistance for Vitality human resources, branding, labels design, digital advertising, marketing 

materials, website development and expanding distribution channels. 

 

Transactions with Related Parties 

 

The Company is ultimately under the control of the Estate of William Neil Grant and has transactions with 

other companies under such common control.  The Company is also subject to significant influence by 

Consolidated Firstfund Capital Corp., a company also under the control of the Estate of William Neil Grant.  

The Company pays $500 per month for office rent in Vancouver, BC and administration to Consolidated 

Firstfund Capital Corp.  For additional information on all transactions with related parties refer to Note 12 of 

the condensed interim financial statements and related notes for the nine months ended October 31, 2020 and 

2019. 

 

Liquidity and Capital Resources 

 

The Company’s current liabilities exceeded current assets by $1,242,436 as at October 31, 2020.  The 

Company’s assets included cash of $53,913 and short-term investment of $650,523.  During the period 

ended October 31, 2020, the Company’s cash position decreased $40,412. 

 

By October 31, 2020, the Company had received a cumulative total of approximately $1,280,000 from a 

related company under common control to assist the Company in managing its working capital since July 

2009.  This amount is unsecured, non-interest bearing and due on demand with no specific terms of 

repayment. 

 

At October 31, 2020, the Company has redeemable, retractable preferred shares Series 1 and 3, which bear 

cumulative dividends at 6% which are accounted for as a financial liability.  The redemption price of these 

shares is $10 per share plus any cumulative dividends aggregating to $639,144 at October 31, 2020.  The 

Company intends to pay these undeclared preferred shares dividends out of the cash flows from its future 

operations or in common shares of the Company in lieu of cash.  The Company may settle $572,017 relating 

to the Series 3 preference shares with common shares at the lower of $0.25 and the current market price of 

common shares at the date of conversion. 

 

On October 19, 2020, the Company closed a non-brokered private placement to issue 3,125,000 units for a 

subscription price of $0.16 per unit, raising gross proceeds of $500,000.  Each unit consists of one common 

share and one share purchase warrant of the Company, and each such warrant entitles the holder thereof to 

acquire one additional common share of the Company for a period of one year from the closing of the private 

placement at an exercise price of $0.25.  The Company incurred share issuance costs of $29,774 paid in cash.  

The proceeds of the private placement is being used for the Company's general corporate and working capital 

purposes. 



 

Liquidity and Capital Resources (Continued) 

 

On July 21, 2020, directors, officers, employees and consultants of the Company exercised their stock 

options to purchase a total of 275,000 common shares of the Company at an exercise price of $0.10 per share 

for proceeds totaling $27,500. 

 

In April 2019, Vitality received aggregate exercise proceeds of $103,350 due to the exercise of 689,000 

share purchase warrants at a subscription price of $0.15 per share.  The proceeds of the share purchase 

warrants exercised were used for the Company’s general corporate and working capital purposes. 

 

The financial statements have been prepared on a going concern basis which assumes that the Company will 

be able to realize its assets and discharge its liabilities in the course of business rather than through a process 

of forced liquidation.  Continued operations are dependent on the Company’s ability to generate profitable 

operations in the future, raise financing through the issue of additional equity and the continued financial 

support from related parties, none of which is certain.  These circumstances indicate the existence of material 

uncertainties that cast significant doubt as to the Company’s ability to continue as a going concern. 

 

In assessing whether the going concern assumption is appropriate, management takes into account all 

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

reporting period.  These financial statements do not include any adjustments relating to the realization of 

assets and liquidation of liabilities that might be necessary should the Company be unable to continue as a 

going concern.  Such adjustments could be material. 

 

In the opinion of management, the future cash flows from operations and the continued financial support 

from related parties, is sufficient to support the Company’s ability to operate on an ongoing basis. 

 

Additional Disclosure of Financial Information 

 

The following is supplementary financial information not included in the financial statements: 

 

 October 31, 2020 October 31, 2019 

Rent and administration   

Office rent and administration in Vancouver, BC  $ 4,500 $ 4,500 

Distribution facility rent and expenses in Vancouver, BC 7,973 7,670 

 $ 12,473 $ 12,170 

 

Financial Instruments and Other Instruments 

 

Financial instruments include cash, short-term investment, accounts receivable, accounts payable, amounts 

owing to related parties and redeemable preference shares.  Financial instruments are initially recognized at 

fair value and their subsequent measurement is dependent on their classification.  Refer to Note 3(m) and 

Note 13 of the audited financial statements and related notes for the years ended January 31, 2020 and 2019 

for financial instruments classifications and disclosures. 

 

Cash is measured at fair value on a recurring basis.  The fair values of short-term investment, accounts 

receivable, accounts payable and accrued liabilities, redeemable preference shares and amounts owing to 

related parties approximate their carrying values due to the short-term maturity of these instruments. 

 

Currency risk is the risk that the value of financial assets and liabilities will fluctuate due to changes in 

foreign currency exchange rates.  The Company is exposed to currency risk primarily arising from accounts 

receivable balances and cash balances denominated in U.S. dollars.  The Company does not use derivative 

instruments to hedge its exposure to this risk. 

 

 

 



 

Financial Instruments and Other Instruments (Continued) 

 

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

The Company manages liquidity by managing adequate cash balances and by raising equity or debt 

financing.  The Company has no assurance that such financing will be available on favourable terms.  The 

Company is exposed to liquidity risk as a result of amounts owing to related parties that are due on demand 

and a working capital deficit which exposes it to liquidity risk.  In general, the Company attempts to avoid 

exposure to liquidity risk by obtaining corporate financing through the issuance of common shares.  All of 

the Company's financial liabilities have a maturity of less than one year except its long-term lease liabilities. 

 

Credit risk is the risk that a contracting entity will not complete its obligations under a financial instrument 

and cause a financial loss.  The financial instruments that subject the Company to credit risk consist 

primarily of cash, short-term investment and accounts receivable.  The maximum amount of credit risk 

exposure is limited to the carrying amount of the balances in the financial statements.  The Company 

mitigates the risk associated with cash and short-term investment by dealing only with large Canadian 

financial institutions with good credit ratings.  The Company views the credit risk associated with accounts 

receivable as minimal as the balance consists of government assistance program claims due from the 

Government of Canada and accounts receivable due from customers, primarily distributors, with no history 

of defaults.  An allowance for doubtful accounts under the expected credit loss model has been accrued.  The 

Company has a concentration of credit risk in its accounts receivable from four of its major customers. 

 

Changes in Accounting Policies including Initial Adoption 

 

The financial statements of the Company for the periods ended October 31, 2020 and 2019 have been 

prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued by the 

International Accounting Standards Board (“IASB”) and interpretations of the International Financial 

Reporting Interpretations Committee (“IFRIC”). 

 

Effective February 1, 2019, the Company adopted IFRS 16, “Leases”.  IFRS 16 provides a single lessee 

accounting model and requires the lessee to recognize assets and liabilities for all leases on its balance sheet, 

providing the reader with greater transparency of an entity’s lease obligation.  This standard is effective for 

reporting periods beginning on or after January 1, 2019, with early adoption permitted.  The Company has 

adopted IFRS 16 using the modified retrospective approach.  The Company also elected to use the 

exemptions proposed by the standard on lease contracts for which the lease terms end within 12 months as of 

the date of initial application, and lease contracts for which the underlying asset is of low value.  As at 

February 1, 2019, the Company had no right-of-use assets.  Therefore, there are no adjustments to the 

Company’s opening balances as a result of transition to IFRS 16.  Note 16 of the condensed interim financial 

statements and related notes for the nine months ended October 31, 2020 and 2019 details the current period 

transactions related to the Company’s leases. 

 

Effective February 1, 2019, the Company adopted IFRIC 23, “Uncertainty over income tax treatments”.  

IFRIC 23 clarifies how to apply the recognition and measurement requirements of IAS 12 when there is 

uncertainty over income tax treatments.  Management has assessed IFRIC 23 as not having any impact on 

the Company’s financial statements. 

 

At the date of authorization of the financial statements, the IASB and IFRIC have not issued any new and 

revised standards and interpretations which could be applicable to the Company and are not yet effective for 

the relevant reporting periods.  The Company does not early adopt any new standards, amendments and 

interpretations.  The Company assesses what impact the application of any new standards or amendments 

will have on the financial statements of the Company.  Any new standards and interpretations will be first 

applied in the financial report of the Company that relates to the annual reporting period beginning on or 

after the effective date of each pronouncement.  The Company continues to monitor the development of 

IFRS with respect to any potential impact to the financial statements of the Company. 

 

 



 

Disclosure Controls and Procedures and Internal Control Over Financial Reporting 

 

Management maintains appropriate information systems, procedures and controls to ensure that information 

that is publicly disclosed is complete, reliable and timely.  Management is also responsible for establishing 

adequate internal controls over financial reporting to provide sufficient knowledge to support the 

representations made in this MD&A, the financial statements for October 31, 2020 and 2019 and all related 

public filings. 

 

In contrast to the certificate required for non-venture issuers under National Instrument 52-109 Certification 

of Disclosure in Issuers’ Annual and Interim Filings (NI 52-109), the Venture Issuer Basic Certificate does 

not include representations relating to the establishment and maintenance of disclosure controls and 

procedures (DC&P) and internal control over financial reporting (ICFR), as defined in NI 52-109.  In 

particular, the certifying officers filing certificates are not making any representations relating to the 

establishment and maintenance of: 

 

i) controls and other procedures designed to provide reasonable assurance that information required to 

be disclosed by the issuer in its annual filings, interim filings or other reports filed or submitted 

under securities legislation is recorded, processed, summarized and reported within the time periods 

specified in securities legislation; and 

 

ii) a process to provide reasonable assurance regarding the reliability of financial reporting and the 

preparation of financial statements for external purposes in accordance with the issuer’s GAAP. 

 

The issuer’s certifying officers are responsible for ensuring that processes are in place to provide them with 

sufficient knowledge to support the representations they are making in their certificates. 

 

Investors should be aware that inherent limitations on the ability of certifying officers of a venture issuer to 

design and implement on a cost effective basis DC&P and ICFR as defined in NI 52-109 may result in 

additional risks to the quality, reliability, transparency and timeliness of interim and annual filings and other 

reports provided under securities legislation. 

 

Off-Balance Sheet Arrangements 

 

The Company had no off-balance sheet arrangements during the period ended October 31, 2020. 

 

Disclosure of Outstanding Share Data 

 

At December 30, 2020, the Company has 35,211,285 issued and outstanding common shares. 

 

At December 30, 2020, the Company has 2,500 issued and outstanding Class “A” Preference shares, Series 

1.  The Class “A” Preference shares, Series 1, with a par value of $10 each have a 6% cumulative dividend 

payable annually commencing January 31, 1992.  At December 30, 2020, the Company has cumulative 

Preference shares dividends arrears of $42,374. 

 

At December 30, 2020, the Company has 26,920 issued and outstanding Class “A” Preference shares, Series 

3.  The Class “A” Preference shares, Series 3, with a par value of $10 each have a 6% cumulative dividend 

payable annually commencing January 31, 2002.  At December 30, 2020, the Company has cumulative 

Preference shares dividends arrears of $305,472. 

 

At December 30, 2020, the Company has 3,125,000 outstanding share purchase warrants.  Each warrant 

entitles the holder thereof to acquire one additional common share of the Company for a period of one year 

from the private placement closing date of October 19, 2020 at an exercise price per warrant common share 

of $0.25. 

 

 



 

Disclosure of Outstanding Share Data (Continued) 

 

At December 30, 2020, the Company has 2,100,000 stock options outstanding as follows: 

 

Date of Grant Number of Optioned Shares Exercise Price Expiry Date 

    

January 8, 2016 200,000 $0.10 January 8, 2021 

May 3, 2018 1,650,000 $0.13 May 3, 2023 

December 1, 2018 100,000 $0.11 December 1, 2023 

May 5, 2020 150,000 $0.17 May 5, 2025 

 

Directors and Officers 

 

List of directors and officers of the Company: 

 

   Bruce J. McDonald, Surrey, British Columbia 

   Chairman of the Board and Director 

   

   Cheryl A. Grant, Vancouver, British Columbia 

   President, Chief Executive Officer and Director 

 

   W. Douglas Grant, Vancouver, British Columbia 

   Vice President, Chief Financial Officer, Secretary and Director 

 

   Colby L. Fackler, Vancouver, British Columbia 

   Director 

 

   Richard V. Gannon, Vancouver, British Columbia 

   Director 

 

   Brian L. Gessner, Vancouver, British Columbia 

   Director 

 

   Stuart E. Pennington, Blaine, Washington 

   Director 

 

Investor Relations 

 

We appreciate your continued support.  For more information on Vitality, please visit our website at 

www.investinvitality.com. 

 

On behalf of the Board of 

Vitality Products Inc. 

 

 

“Cheryl A. Grant” (signed) 

____________________________ 

Cheryl A. Grant 

President & CEO 

December 30, 2020 


