
 

   

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

For the three months ended 
October 31, 2017 and 2016 

Management Discussion 
and Analysis of 



 

 
2 

 
 

 

KDA GROUP INC.  TSX Venture: KDA 
Management discussion and analysis December 21, 2017 

The following management’s discussion and analysis (the “MD&A”) objective is to help the reader better understand 
the activities of KDA Group Inc., (“KDA” or the “Corporation”), and the highlights of its consolidated financial situation. 
It explains the consolidated financial situation and the results of its operations for the three-month period (the “First 
quarter”) ended October 31, 2017 and the comparison of the Corporation’s consolidated statement of financial position 
as at October 31, 2016. 

The MD&A has been prepared in accordance with Regulation 51-102 and should be read in conjunction with the audited 
consolidated financial statements of the Corporation for the fiscal year ended July 31, 2017 and the related notes thereto. 

The audited consolidated financial statements and this MD&A have been reviewed by the Audit Committee and approved 
by the Corporation’s Board of Directors on December 21, 2017. Unless otherwise indicated, all the amounts in this MD&A 
are in Canadian dollars.  

The context otherwise required, all references to "KDA”, "Corporation", "our", "us", "we" refers to KDA Group Inc. as 
consolidated with its subsidiaries. Further information about the Corporation, projects, annual and quarterly reports are 
available for consultation on the website of SEDAR at the following address: www.sedar.com. 

FORWARD-LOOKING STATEMENTS 

Some statements contained in this MD&A, specially the opinions, the projects, the objectives, the strategies, the 
estimates, the intent and the expectations of the Corporation that are not historical data, are forward-looking statements. 
Such statements can be recognized by the terms “forecast”, “anticipate”, “consider”, “foresee” and other terms and 
similar expressions. The statements are based on information available at the time they are made, on assumptions 
established by the management and on the management expectation, acting in good faith, concerning future events and 
concerning, by their nature, known and unknown risks and uncertainties mentioned herein (see the section Risks and 
uncertainties). The real results for the Corporation could differ materially. Consequently, it is recommended not to rely 
upon unduly these forward-looking statements. The forward-looking statements do not reflect the potential incidence of 
special events which could be announced or take place after the date of this MD&A. Except if the applicable legislation 
requires it, the Corporation does not intend to update these prospective statements to reflect new information or future 
events, and it is by no means committed doing so. 

REPORTING ENTITY, NATURE OF OPERATIONS AND SCOPE OF ACTIVITIES 

The Corporation is domiciled in   Canada, and incorporated under the Business Corporations Act (Québec)t. Its shares are 
listed for trading on the TSX Venture Stock Exchange under the symbol KDA. 

The Corporation started as a provider of pharmacy personnel replacement and vocational training services and then 
evolved, using an acquisition strategy, to become a leading solution and services provider to pharmacies and 
pharmaceutical companies in Canada.  

HIGHLIGHTS FOR THE FIRST QUARTER ENDED OCTOBER 31, 2017 

REGULATORY CHANGES 

On July 19, 2017, the Quebec Government announced having reached an agreement in Principle with the Association 
québécoise des pharmaciens propriétaires (“AQPP”) in order to determine various components of their compensation 
but also set expected savings from the Quebec Government of $1.5 billion over a 5-year period. These savings would be 
achieved through additional price reductions and the launch of new generic drugs. This Agreement will allow the Quebec 
Government, during those five years, to prevent the application of the calls for tender process permitted by law. It is a 
significative change as compared with all the uncertainty created in January 2017 when the Government decided to 
“uncap” the allowance returned to the pharmacists from generic drug distribution companies, such decision causing 
significant disruption in the industry as distribution companies started offering higher returns which directly impacted 
their profitability, including Pharmapar and Biomed, two wholly-owned subsidiaries of the Corporation involved in the 
generic drug distribution in Quebec.  

On September 20, 2017, the regulation to restate the 15% cap was published in the “Gazette officielle du Québec.  This 
regulation has been in effect starting October 19, 2017. 

On October 5, 2017, Bill 148 entitled «An Act to regulate generic medication procurement by owner pharmacists and to 
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amend various legislative provisions» was introduced to the National Assembly of Quebec. The bill provides that an 
owner may not, in a calendar year, procure generic medications entered on the list of medications from the same 
manufacturer more than 50% of the monetary value of all the generic medications purchased by the pharmacist during 
that year. The implementation date remains to be determined. 

FORBEARANCE AGREEMENT 

On October 16, 2017, main shareholders, in accordance with the forbearance agreement injected $1,690,000 in the form 
of convertible promissory notes bearing interest at 18% annually. The notes are convertible into Class A Shares of the 
Corporation anytime at a conversion price equal to the 20-day average trading period prior conversion. 

On December 11, 2017, the forbearance agreement has been subsequently extended until June 30, 2018 with the same 
conditions as described previously. The Corporation remains current in terms or debt repayment.    

SALE OF BIOMED (2002) INC. 

On November 15, 2017, the Corporation sold Biomed (2002) Inc., a wholly-owned subsidiary, for a total consideration 
of $1,950,000. The sale considers a cash consideration of $1,850,000 reduced by immediate payment of accrued 
pharmacists’ compensation valued at $722,622; a balance of sale of $ 100,000 remains to be received by June 1, On  

 
FINANCIAL PERFORMANCE 

Three months ended October 31, 2017 compared to three months ended October 31, 2016 

For the First quarter ended October 31, 2017, the Corporation has generated $6,553,927 of sales with a contribution 
margin of 20%. Revenue decreased by $456,089 or 7%, as compared to the same period from the previous year; the 
decrease was mainly driven by the increase in the professional allowances being returned to pharmacists.  The 
contribution margin decreased $1,035,794 as compared to the same period from the previous year as a consequence of 
increased professional allowances expenses in the sector of the generic drug distribution due to the regulatory changes.  

Pharmacy Services 

For the First quarter ended October 31, 2017, the Corporation has generated $5,294,548 of sales in the Pharmacy 
Services segment. Revenue decreased by $536,795 or 10%, as compared to the same period from the previous year; 
the decrease was mainly driven by lower sales in the generic drug distribution caused by aggressive competition partially 
offset by the increase in the demand for replacement pharmacists and technical laboratory employees in pharmacies 
during the summer months. Gross margin has deteriorated as compared to the previous year as a consequence of higher 
returns being paid to pharmacists and the uncertainty created from the Government. The Corporation had to adjust its 
pricing and related pharmacist’s compensation to maintain its market share in a highly competitive marketspace. The 
segment operating income reached $38,458, a decrease of $564,628 as compared with $603,086 from the same period 
of the previous year due to large sales of generic drugs carrying higher returns due to pharmacists.  

Pharmaceutical Solutions 

For the First quarter ended October 31, 2017, the Corporation has generated $1,259,379 of sales. Revenue increased 
by $80,706 or 7%, as compared to the same period from the previous year; the increase was mainly driven by an 
increased number of projects and the launch of new services in the United States. The segment operating income was 
negative $202,651 a decrease of $230,432 as compared with $27,781 from the same period of the previous year due to 
required expenses in order to penetrate the United States market.  

Total consolidated selling and administrative expenses reached $1,387,213 for the three-month period ended October 
31, 2017, a decrease of $702,866 as compared to the same period from the previous fiscal year further to cost cutting 
initiatives implemented during 2017. Finance costs of $461,717, a reduction of $860,512 as compared with $1,322,229 
for the same period from the previous year, were mainly driven by the interest on the long-term debt, the decrease in 
the calculated fair value adjustment of the Conversion options to the preferred shares issued at the time of the acquisition 
and the accreted interest.  

The net loss and the comprehensive loss for the First quarter ended October 31, 2017 was $870,629 or $0.02 per share, 
compared to a loss of $2,556,295 or $ 0.07 per share for the same period during the previous fiscal year.  
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Selected Financial Information 

The following table summarizes the Corporation’s selected key financial data taken from the consolidated statements of 
loss for the periods ended October 31, 2017 and 2016 as well as the consolidated statement of financial position as at 
October 31, 2017, and October 31, 2016. 
 

(unaudited)  For the three months For the three months 
(in $)                                                                           ended October 31 ended October 31 
  2017         2016 2017         2016 

Revenues  8,246,122 2,098,179 6,553,927 7,010,016 
Cost of revenue  6,242,065 1,673,762 5,216,355 4,636,650 
Selling and administrative expenses  1,494,998 1,308,609 1,387,213 2,090,079 
Transactions charges related to business combinations 494,789 - - 1,304,356 
Depreciation of property and equipment  3,826 4,879 10,723 15,531 
Amortization of intangible assets  288,037 193,827 340,165 300,538 
Net finance costs  (800,848) 60,253 461,717 1,322,229 
Net loss  (5,709,192) (1,049,649) (870,629) (2,556,466) 
Net loss per share  (0.13) (0.04) (0.02) (0.07) 
 

(unaudited)    At October 31, At October 31, 
(in $)   2017 2016 

Net cash (731,837) (937,770) 
Working capital, excluding net cash (13,173,868) 920,277 
Total assets 30,742,697 35,532,853 
Total liabilities 30,772,470 31,614,124 
Net equity (deficiency) (29,773) 4,218,729 

Statement of financial position as at October 31, 2017 

As at October 31, 2017, total assets of the Corporation were at $30,742,697 a decrease of $4,790,156 when compared 
to October 31, 2016. The decrease in the total assets is related to the impairment recognized in July 2017. 

Management estimates that the net cash deficiency at the end of the First quarter will be resolved by improvements in 
operating margins and additional financing; such actions should provide the Corporation with adequate funding in order 
to meet its short-term obligations and to continue its ongoing efforts in order to grow the business.  

FINANCING ACTIVITIES FOR THE THREE MONTHS ENDED OCTOBER 31, 2017 

During the three months ended October 31, 2017, $709,711 was provided by the financing activities principally due to 
the proceeds received from the issuance of promissory notes. The Corporation also decreased its bank indebtedness by 
$845,200.  

INVESTING ACTIVITIES FOR THE THREE MONTHS ENDED OCTOBER 31, 2017 

During the three months ended October 31, 2017, a net amount of $68,106 was used in investing activities, mainly driven 
by various property and equipment purchases.  
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Selected quarterly data 

Operating results for each of the last 8 quarters are presented in the table below. The data related to these quarters 
were prepared in the same manner as that of the audited financial statements for the fiscal year ended October 31, 2017 
and 2016. 
 
 2018    2017   2016 
(in $)  Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2 
Revenues 6,553,927 8,246,122 6,199,075 8,160,821 7,010,016 2,098,179 1,562,911 1,607,998 
Net Income 
(loss) 

(870,629) (5,709,192) 771,654 (612,580) (2,556,466) (1,049,649)  (184,026) (289,343) 

Net Income 
(loss) per share 

 
(0.02) 

 
(0.13) 

 
0.02 

 
(0.02) 

 
(0.07) 

 
(0.04) 

 
(0.01) 

 
(0.01) 

RELATED PARTY TRANSACTIONS AND COMMERCIAL OBJECTIVES 

The Corporation’s related parties include companies under common control as well as key management personnel. 

Unless otherwise stated, none of the transactions incorporate special terms and conditions and no guarantees were given 
or received.  The transactions are measured at value of the consideration given or received, which has been established 
and agreed by the parties. Outstanding balances are usually settled in cash. 

All balances of advances receivable and due are measured at fair value and occurred in the normal course of business. 

Transactions with key management personnel 

Key management personnel include those persons having authority and responsibility for planning, directing and 
controlling the activities of the Corporation as a whole. The Corporation has determined that key management personnel 
consist of the Corporation’s Board of Directors and corporate officers. During the year, the key management personnel 
received a total remuneration of $245,000 (October 31, 2016 - $153,722). 

The Corporation has the following amounts owing to key management personnel as at October 31: 

 2017 2016
Trade and other payables (761,381) (420,004)
Advance from a shareholder, without interest - (210,685)
 (761,381) (630,689)

OFF-BALANCE SHEET AGREEMENTS 

The Corporation has not concluded any off-balance sheet agreements. 

OBLIGATIONS AND CONTRACTUAL COMMITMENTS 

The Corporation entered into operating leases expiring on various dates through August 2021, with respect to leased 
premises and other leases. The total future minimum lease payments under non-cancellable operating leases as at 
October 31 are as follows: 

 2017 2016 
Less than 1 year 310,322 88,679 
Between 1 and 5 years 1,310,912 174,666 
More than 5 years 452,036 2,070 
 2,073,670 265,415 

The Corporation also rents part of the office which is under operating leases expiring on July 31, 2018 and which 
represent minimum lease revenues under a non-cancellable operating lease as at October 31 are as follows:  

 2017 2016 

Less than 1 year 765 4,590 
Between 1 and 5 years - 3,443 
More than 5 years - - 
 765 8,033 
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SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRESENTATION 

Going concern 

These unaudited consolidated financial statements have been prepared on the basis of accounting principles applicable 
to a going concern, which contemplates the realization of assets and settlement of liabilities in the normal course of 
operations as they become due. In assessing whether the going concern assumption is appropriate, management takes 
into account all available information about the future, which is at least, but is not limited to, twelve months from the 
end of the reporting period. 

For the three months ended October 31, 2017, the Corporation reported a loss of $870,629, has negative working capital 
of $13,905,705 and has an accumulated deficit of $11,235,071 at that date. As discussed in note 16, the Corporation is 
in breach of its financial covenants with respect to its secured credit financing as at October 31, 2017, and has, therefore, 
reclassified the Loan from a Canadian chartered bank under current liabilities. 

 
The Corporation’s recent operating results, combined with the financial covenants breach, lend significant doubt as to 
the ability of the Corporation to meet its obligations as they come due and, accordingly the appropriateness of the use 
of the accounting principles applicable to a going concern.  

 
Management is currently implementing several initiatives to improve its cost structure, drive increased revenues and 
improve operating profitability. The ability of KDA to ultimately achieve profitable operations in the longer terms is 
dependent on some factors outside KDA management’s control including, but not limited to, the external legislative 
changes in the generic drugs distribution industry.   In addition, as discussed in note 10 the Corporation has agreed with 
its main lender on the terms of a forbearance agreement under which the lender has agreed not to request immediate 
reimbursement of the loan until June 30, 2018. Discussions remain underway with the main lender to further extend the 
forbearance agreement until operating profitability improves as stated above. These undertakings, while significant, may 
not be sufficient in and of themselves to enable the Corporation to fund all aspects of its operations and, accordingly, 
management may need to pursue other financing alternatives to fund the Corporation's operations, so it can continue 
as a going concern. There is no assurance that these initiatives will be successful and that such forbearance extension 
will be granted. 

 
These condensed consolidated interim financial statements do not reflect the adjustments to the carrying values of assets 
and liabilities and the reported expenses and balance sheet classifications that would be necessary if the Corporation 
were unable to realize its assets and settle its liabilities as a going concern in the normal course of operations. Such 
adjustments could be material. 

Basis of preparation 

Statement of compliance 

These unaudited condensed consolidated interim financial statements of the Corporation have been prepared in 
accordance with International Financial Reporting Standards (“IFRS”) as issued by International Accounting Standard 
Board (“IASB”) and with IAS 34 Interim Financial Reporting. These unaudited condensed consolidated interim financial 
statements do not include all of the information required for full annual financial statements and should be read in 
conjunction with the most recent audited annual consolidated financial statements and the notes there to for the year 
ended July 31, 2017.   

These unaudited consolidated financial statements were approved and authorized for issue by the Board of Directors on 
December 21, 2017. 

Basis of measurement 

These unaudited condensed consolidated interim financial statements have been prepared on the historical cost basis 
except for the following material items in the consolidated statements of financial position: 

 certain financial instruments and contingent considerations are measured at fair value. 

The consolidated financial statements have been prepared on a going concern basis, meaning the Corporation would be 
able to realize its assets and discharge its liabilities in the normal course of action. 

Functional and presentation currency 

The unaudited consolidated financial statements are presented in Canadian dollars (“$”), which is the Corporation’s 
functional currency.  
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Use of estimates and judgments 

The preparation of the accompanying consolidated financial statements in conformity with IFRS requires management 
to make judgments, estimates and assumptions about future events. These estimates and the underlying assumptions 
affect the reported amounts of assets and liabilities, the disclosures about contingent assets and liabilities, and the 
reported amounts of revenues and expenses. These estimates and assumptions are based on management’s best 
estimates and judgments. 

Management evaluates its estimates and assumptions on an ongoing basis using historical experience and other factors, 
including the current economic environment, which management believes to be reasonable under the circumstances. 
Management adjusts such estimates and assumptions when facts and circumstances dictate. Actual results could differ 
from these estimates. Changes in those estimates and assumptions resulting from changes in the economic environment 
will be reflected in the financial statements of future periods. 

In preparing these unaudited condensed interim consolidated financial statements, the significant judgments made by 
management applying the Corporation’s accounting policies and the key sources of estimation uncertainty are the 
same as those described in the Corporation’s audited consolidated financial statements for the year ended July 31, 
2017. 

Information about critical judgments, assumptions and estimation uncertainties that have a significant risk of resulting 
in a material adjustment are included in the following notes: 

 Notes 5, 6 & 7 – Goodwill is reviewed annually for impairment. Property and equipment and intangible assets 
are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount 
may not be recoverable. An impairment review requires estimates in a variety of areas including the 
determination of fair value, selling costs, timing and size of cash flows, long-term growth rates, discount rates, 
and other valuation variables; the application of these variables in valuation models requires judgment; 

 Assessing the recoverability of deferred tax assets based on an assessment of KDA and its subsidiaries’ ability 
to utilize the underlying future tax deductions against future taxable income prior to expiry of those 
deductions;  

 Note 11 – The Series A Preferred Shares issued by the Corporation include conversion and redemption options, 
which are considered as Level 3 financial instruments. The derivative is measured at fair value through profit 
and loss, and its fair value must be measured at each reporting period, with subsequent changes in fair value 
recorded in the consolidated statement of loss and comprehensive loss. A derivative valuation model is used, 
and includes management’s assumptions, to estimate the fair value.  

Significant accounting policies 

The accounting policies described in the annual audited consolidated financial statements for the year ended July 31, 
2016 have been applied consistently to all periods presented in these condensed consolidated interim financial 
statements, unless otherwise indicated. The accounting policies have been applied consistently by all the subsidiaries. 
Certain other new standards and interpretations have been issued but are not expected to have a material impact on 
the Corporation’s interim consolidated financial statements. 

New standards and interpretations not yet adopted 

There has been no change in future accounting changes from those previously described in the Corporation’s July 31, 
2017 Consolidated Financial Statements  

FINANCIAL RISK, MANAGEMENT OBJECTIVES AND POLICIES 

Risks 

In the normal course of its operations and through its financial assets and liabilities, the Company is exposed to the 
following risks: 

 credit risk 
 liquidity risk 
 market risk 

This section presents information about the Corporation’s exposure to each of the above risks, the Corporation’s 
objectives and processes for managing risk, and the Corporation’s management of capital. Further quantitative 
disclosures are included throughout the consolidated financial statements. 
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Risk management framework 

The Corporation’s management identifies and analyzes the risks faced by the Corporation, sets appropriate risk limits 
and controls, and monitors risks and adherence to limits. Risk management is reviewed regularly to reflect changes in 
market conditions and the Corporation’s activities. 

The Board of Directors has overall responsibility of the Corporation’s risk management framework. The Board of Directors 
monitors the Corporation’s risks through its audit committee. The audit committee reports regularly to the Board of 
Directors on its activities. The Corporation’s audit committee oversees how management monitors and manages the 
Corporation’s risks. 

a) Credit risk 

Credit risk is the risk of financial loss to the Corporation if a customer or counterparty to a financial instrument fails to 
meet its contractual obligation, and arises principally from the Corporation’s trade receivables. The Corporation grants 
credit to its customers in the ordinary course of business. Management believes that the credit risk of trade receivables 
is limited due to the following reasons: 

 No single customer accounts for more than 10% of the Corporation’s revenue; 
 Approximately 86% (October 31, 2016 – 94%) of the Corporation’s trade receivables are not past due or 30 days 

or less past due. 

Impairment losses 

The aging of trade receivables at the reporting date was: 

    At October 31, 2017 At October 31, 2016
 Total Impairment Total Impairment
Not past due 3,260,092 - 3,957,958 - 
Past due 1 – 30 days 1,534,460 - 924,822 - 
Past due 31 – 60 days 487,902 - 293,869 - 
Past due more than 60 days 998,532 (178,532) 202,016 (178,532))

 6,280,992 (178,532) 5,378,685 (178,532) 

The impaired trade receivables are mostly due from customers that are experiencing financial difficulties.  

b) Liquidity risk 

Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations associated with its financial 
liabilities that are settled by delivering cash or another financial asset. The Corporation’s approach to managing liquidity 
is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both 
normal and stressed conditions, without incurring unacceptable losses or risking damage to its reputation. 

Cash inflows and cash outflows requirements from the Corporation and its subsidiaries are monitored closely and 
separately to ensure the Corporation optimizes its cash return on investment. Typically, the Corporation ensures that it 
has sufficient cash to meet expected operational expenses. The Corporation monitors its short and medium-term liquidity 
needs on an ongoing basis using forecasting tools.  

The following are the contractual maturities of the financial liabilities, including estimated interest payment: 

 Less than 1 year Between 1 and 5 
years 

More than 
5 years

Bank indebtedness 1,574,800 - 
- 

-
Trade and other payables 8,943,610 - -
Long-term debt 15,273,996 1,603,660 4,957

 25,792,060 1,603,660 4,957

The Corporation’s loan agreement requires compliance with two ratios on a quarterly basis, starting August 19, 2016. 
The first is a ratio of Senior debt to earnings before interest, income taxes, depreciation, amortization and permitted 
expenses (“Adjusted EBITDA”) calculated on a rolling four quarters basis. The second is a fixed charge coverage ratio. 
At October 31, 2017, the Corporation was not in compliance with its financial covenants, and has, therefore, reclassified 
the Loan from a Canadian chartered bank under current liabilities. The Corporation has entered into a forbearance 
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agreement until June 30, 2018.  

The Corporation has sufficient liquidity to continue its operations, but additional financing will be required. The 
Corporation remains in discussion with its lender to remediate the breach of the financial covenant in accordance with 
the Loan from a Canadian chartered bank.  

c) Market risk 

Interest rate risk  

Interest rate risk is defined as the risk that the fair value or future cash flows of a financial instrument held by the 
Corporation will fluctuate, because of changes in interest rates. The Corporation’s financial liabilities other than current 
liabilities, is comprised of medium to long-term variable rate debt, concerning which the Corporation has mitigated its 
risk by entering into interest rate swap contracts for a contracted fixed interest rate (note 10).  The interest rate swaps 
are measured at fair value and changes in interest rates will result in a change in fair value of the interest rate swaps.  
This change in recognized in earnings as a gain or loss in the year it occurs.  

The Corporation’s exposure to interest rate risk is summarized as follows:  

Cash Fixed interest rates 
Trade and other receivables Non-interest bearing 
Loans receivables Non-interest bearing 
Bank indebtedness Variable interest rates  
Trade and other payables Non-interest bearing  

- Long-term debt Fixed and variable interest rates 

OTHER RISKS AND UNCERTAINTIES 

The following are other risk factors facing the Corporation. 

Competition - The pharmacist replacement industry has grown rapidly over last 10 years and so did the number of 
competitors. Because companies can enter such industry with very little capital or technical expertise, there are a large 
number of regional and local replacement companies in the industry. The Corporation faces competition from these 
businesses in the markets and regions it currently serves. Most of competitors in the generic drug industry are significantly 
larger that the Corporation.   

Legislation - The industry is trying to adapt to recent changes and obligations under Bill n°41, n°28 and proposed Bill 
81. These bills impact day-to-day operations of pharmacists but will also impact significantly their overall compensation. 
Proposed Bill 81 relating to Prescription Drug Insurance in Québec is an act to reduce the cost of certain medications 
covered by the basic prescription drug insurance plan by allowing calls for tender allowing the Minister of Health and 
Social Services to issue a call for tenders to add drugs to the Drugs List as well as, in relation to drugs having been the 
object of such a call for tenders, for the services of a wholesaler to supply the pharmacist owners. A draft regulation to 
determine the conditions and applicable mechanisms to any call for tenders was published in the “Gazette officielle du 
Québec” on August 24, 2016. The regulation on the call for tenders procedure can be enacted by the Minister of Health 
and Social Services after a period of 45 days starting on that date. 

Operating Environment - The Corporation is subject to changes in its general operating environment. The Corporation 
is exposed to the following elements affecting its operating environment: the availability of pharmacists, sufficient 
qualified personnel to provide specialized training, and the average compensation offered on the market. 

Compliance - Compliance considers the following areas: pharmacy laws and regulations, laws and regulations on 
protecting personal information, laws and regulations governing the distribution and sale of drugs (including the ones 
governing the selling price of drugs), laws and regulations governing health insurance and drug insurance plans, laws 
and regulations regarding labor, laws and regulations governing product safety, approval and labeling (in particular for 
drugs and natural health products). 

General Economic Conditions - Demand for generic drugs, education and specialized training and replacement 
pharmacists is closely linked to the state of the health industry and overall economy. Consequently, a decline in general 
economic growth could adversely affect the Corporation’s performance. 

Interest Rate Fluctuations - Changes in interest rates may result in fluctuations in the Corporation’s future cash flows 
related to interest payment of its long-term debt. 
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Acquisitions and Integration Risks - Historically, acquisitions have been a part of the Corporation’s growth strategy. 
This year has shown major acquisitions for the Corporation. Acquisitions involve numerous risks, including potential loss 
of customers, key employees, and service providers of the acquired company. 

Key Personnel - The future success of the Corporation will be based in large part on the quality of its management 
and key personnel. The loss of key personnel could have a negative effect on the Corporation. There can be no assurance 
that the Corporation will be able to retain its current personnel or, in the event of their departure, to attract new personnel 
of equal quality. 

Loan Default - The Corporation’s current credit facilities and financing agreements impose certain covenant 
requirements. There is a risk that such loans may go into default if there is a breach in complying with such covenants 
and obligations which could result in the Corporation being unable to pay dividends to shareholders, and in lenders 
realizing on their security and causing the Corporation to lose some or all of its assets.  

Credit Facilities - The Corporation's credit facilities and financing agreement mature on various dates. There can be 
no assurance that such credit facilities or financing agreements will be renewed or refinanced, or if renewed or refinanced, 
that the renewal or refinancing will occur on equally favorable terms to the Corporation.   

Credit Risks - The Corporation provides services to clients primarily in Canada.  The concentration of credit risk to 
which the Corporation is exposed is limited due to the significant number of customers that make up its client base and 
their distribution across different geographic areas. Furthermore, no client accounted for more than 10% of the 
Corporation’s total accounts receivable as of October 31, 2017. 

Availability of Capital - The Corporation’s future growth may be dependent on the Corporation’s ability to fund a 
portion of its capital expenditures and working capital with the current credit facilities and financing agreement. The 
Corporation may be required to reduce dividends or sell additional shares in order to accommodate these items. There 
can be no assurance that sufficient capital will be available on acceptable terms to the Corporation for necessary or 
desirable capital expenditures or that the amount required will be the same as currently estimated. 

CAPITAL MANAGEMENT 

For the purposes of capital management, capital consists of share capital and retained earnings of the Corporation. The 
Corporation's objectives when managing capital are: 

 To ensure proper capital investment in order to provide stability and competitiveness to its operations; 
 To ensure sufficient liquidity to pursue its growth strategy and undertake selective acquisitions; 
 To maintain an appropriate debt level so that there are no financial constraints on the use of capital; and 
 To maintain investors, creditors and market confidence. 

The Corporation seeks to maintain a balance between the highest returns that might be possible with higher level of 
borrowings and the advantages and security by a sound capital position. 

There were no changes in the Corporation's approach to capital management during the period.  

ADDITIONAL INFORMATION AND CONTINUOUS DISCLOSURE 

This MD&A was prepared as of the date shown in the header of this document. Additional information relating to the 
Corporation can be found on the website www.sedar.com and on our website www.kdagroup.ca. 

GENERAL INFORMATION 

Head office  

www.kdagroup.ca  
1351, Notre Dame St. East Suite 300 
Thetford Mines (Québec) G6G 0G5, CANADA 
Tel: (418) 755-0821 – (514) 622-7370 
Fax: (418) 755-0822 
 


