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Notice to Reader

The accompanying unaudited condensed interim consolidated financial statements of PEDIAPHARM
INC. (the "Company") for the periods of three and nine months ended on December 31, 2015 and 2014
have been prepared by the management and are its responsibility. These unaudited condensed interim
consolidated financial statements, together with the accompanying notes, have been reviewed and
approved by the members of the Company's audit committee. These unaudited condensed interim
consolidated financial statements have not been reviewed by the Company's auditors.
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Pediapharm Inc.
Condensed Interim Consolidated Statements of Financial Position (unaudited)

(expressed in Canadian dollars)

As at As at
December 31, March 31,
Note 2015 2015
$ $
Assets
Current assets
Cash and cash equivalents 3,351,101 6,798,770
Accounts receivable 465,757 300,886
Prepaid expenses 36,210 135,079
Inventories 640,536 369,752
4,493,604 7,604,487
Property and equipment 45,586 59,045
Intangible assets 1,624,906 1,408,758
6,164,096 9,072,290
Liabilities
Current liabilities
Accounts payable and accrued liabilities 1,110,143 994,723
Interest payable 3,4 168,667 -
Current portion of long-term debt 1,500 4,313
1,280,310 999,036
Long-term debt - 380
Convertible debentures 3 3,712,303 3,582,766
4,992,613 4,582,182
Shareholders’ Equity
Share capital 20,966,018 20,779,567
Contributed surplus 3,502,722 3,171,121
Deficit (23,297,257) (19,460,580)
1,171,483 4,490,108
6,164,096 9,072,290
Approved by the Board of Directors on February 25, 2016
(Sylvain Chretien) Director (Normand Chartrand) Director
Sylvain Chretien Normand Chartrand

The accompanying notes are an integral part of these condensed interim consolidated financial statements.



Pediapharm Inc.

Condensed Interim Consolidated Statements of Comprehensive Loss (unaudited)

(expressed in Canadian dollars)

Note

Revenue
Products
Commissions

Cost of sales
Gross Profit

Selling & administrative
expenses
Depreciation & Amortization

Operating Loss

Finance costs (income) 4
Foreign exchange losses

(gain)
Interest income

Loss and
comprehensive loss

Loss per share from
continuing operations
attributable to equity
holders of the
Company

Basic and diluted

Weighted average number
of common shares
outstanding

For the
3-month
period ended
December 31,

For the
3-month
period ended
December 31,

For the
9-month
period ended
December 31,

For the
9-month
period ended
December 31,

2015 2014 2015 2014

$ $ $ $

935,498 749,246 2,933,126 2,017,763
87,041 99,265 166,790 644,265
1,022,539 848,511 3,099,916 2,662,028
333,181 254,164 1,062,351 730,269
689,358 594,347 2,037,565 1,931,759
1,534,995 1,702,252 4,987,036 5,035,007
249,295 17,555 300,465 46,851
(1,094,932)  (1,125,460)  (3,249,936) (3,150,099)
211,903 (668) 635,791 (181)
(10,286) 6,974 (15,642) 14,455
(8,529) (10,621) (33,408) (43,684)
(1,288,020)  (1,121,145)  (3,836,677) (3,120,689)
(0.02) (0.02) (0.05) (0.04)
72,451,157 72,055,856 72,338,128 72,055,856

The accompanying notes are an integral part of these condensed interim consolidated financial statements.



Pediapharm Inc.

Condensed Interim Consolidated Statements of Changes in Equity (unaudited)

(expressed in Canadian dollars)

Balance - April 1, 2014

Loss and comprehensive loss for the period
Share-based compensation — Stock option plan

Balance — December 31, 2014

Balance — April 1, 2015

Loss and comprehensive loss for the period
Share-based compensation — Stock option plan
Options forfeited

Exercise of warrants and options

Issuance of shares for officer compensation

Balance — December 31, 2015

Note

Total
shareholders’
Share Contributed equity
capital surplus Deficit (deficiency)

$
20,779,567 903,012 (14,461,631) 7,220,948
- - (3,120,689) (3,120,689)
- 543,176 - 543,176
20,779,567 1,446,188 (17,582,320) 4,643,435
20,779,567 3,171,121 (19,460,580) 4,490,108
- - (3,836,677) (3,836,677)
- 387,731 - 387,731
- (19,387) - (19,387)
129,201 (36,743) - 92,458
57,250 - - 57,250
20,966,018 3,502,722 (23,297,257) 1,171,483

The accompanying notes are an integral part of these condensed interim consolidated financial statements.



Pediapharm Inc.

Condensed Interim Consolidated Statements of Cash Flows (unaudited)

(expressed in Canadian dollars)

Cash flows from

Operating activities
Loss for the period

Adjustments for

Depreciation of property
and equipment
Amortization of intangible assets
Amortization of financing fees related
to term loans
Forfeited stock options
Share-based compensation expense
Interest on convertible debentures
Interest income
Unrealized foreign exchange loss

Changes in non-cash operating working
capital items

Interest paid
Interest received

Investing activities

Cash acquired through amalgamation
Decrease in investments

Purchases of property and equipment
Purchases of intangible assets

Financing activities

Proceeds from issuance of shares, net of
issuance costs

Repayment of long-term debt

Foreign exchange impact on cash

Net change in cash and cash
equivalents during the period

Cash and cash equivalents —
Beginning of period

Cash and cash equivalents —
End of period

Note

For the
3-month
period ended
December 31,

For the
3-month
period ended
December 31,

For the
9-month
period ended
December 31,

For the
9-month
period ended
December 31,

2015 2014 2015 2014
$ $ $ $
(1,288,020) (1,121,145) (3,836,677) (3,120,689)
5,962 5,916 17,298 11,969
253,729 22,003 314,352 65,938
43,179 - 129,537 -
(6,861) - (19,387) -
137,215 178,822 444,980 543,176
(2,311) - 168,667 -
- (10,621) - (43,684)

(10,286) 6,974 (15,642) 14,455
(867,393) (918,051) (2,796,872) (2,528,835)
319,504 (60,897) (221,368) (870,806)
- - (4,896)

- 10,621 - 43,684
(547,889) (968,327) (3,018,240) (3,360,853)
- (806) (3,839) (57,560)
(246,372) (700,981) (530,501) (935,130)
(246,372) (701,787) (534,340) (992,690)
20,460 (985) 92,460 (985)
(1,092) - (3,190) -
19,368 (985) 89,270 (985)
10,286 (6,974) 15,642 (14,455)
(764,607) (1,678,073) (3,447,669) (4,368,983)
4,115,708 4,401,314 6,798,770 7,092,224
3,351,101 2,723,241 3,351,101 2,723,241

The accompanying notes are an integral part of these condensed interim consolidated financial statements.



Incorporation and nature of activities

Pediapharm Inc. (the “Company”) was incorporated under the Canada Business Corporations Act and offers
sales and marketing services to the pharmaceutical industry, particularly related to pediatric care. The
Company is domiciled in Canada, and its registered office is located at 1 Place du Commerce, Suite 225, Verdun,
Quebec H3E 1A2. Pediapharm Inc.’s shares are traded on the TSX Venture Stock Exchange.

Basis of presentation and summary of significant accounting policies

Basis of presentation

The key accounting policies applied in the preparation of these condensed interim consolidated financial
statements are consistent with those disclosed in Note 2 of the Company’s consolidated financial statements for
the year ended March 31, 2015. These policies have been consistently applied to all periods presented. These
condensed consolidated interim financial statements should be read in conjunction with the Company’s most
recent annual consolidated financial statements for the year ended March 31, 2015.

These consolidated interim financial statements have been prepared in accordance with Part I of the CPA
Canada Handbook (referred to as IFRS) as issued by the International Accounting Standards Board (IASB)
applicable to the preparation of interim financial statements, IAS 34, Interim Financial Reporting.

The policies applied in these consolidated financial statements are based on IFRS issued and outstanding as of
February 25, 2016.

The accompanying condensed interim consolidated financial statements were prepared on a going concern
basis under the historical cost convention.

Basis of consolidation

Subsidiaries are all entities over which the Company has the power to govern the financial and operating
policies to obtain benefits from its activities. Subsidiaries are fully consolidated from the date control is
obtained and they are deconsolidated on the date control ceases. These consolidated financial statements
include the Company’s one inactive subsidiary, Pediapharm Licensing Inc.

Convertible debentures

On March 31, 2015, the Company closed a private placement of secured, convertible debentures of the Company
and share purchase warrants of the Company for aggregate gross proceeds of $5,500,000.

The fair value of the liability component was estimated at $3,882,394 using a discount rate of 25% and the
estimated fair value of the warrants was $367,606. The residual amount attributed to the equity conversion
feature was $1,250,000.

The proceeds received from the convertible debentures were allocated between the convertible debentures and
the determined fair value of the warrants and the equity conversion feature. The resulting debentures discount

of $1,617,605 is accreted to the face value of the convertible debentures until maturity.

Issuance costs of $299,629 were also capitalized and are being amortized using the effective interest method.



Finance costs (income)

For the For the
;ggmﬁ 3-month gfrggmﬁ 9-month
period ended period ended period ended period ended
December December December December
31, 31, 31, 31,
2015 2014 2015 2014
$ $ $ $
Interest on convertible debentures 168,724 (668) 506,254 (181)
Amortization of deferred financing
fees 18,727 - 56,180 -
Accretion of discount on convertible
debentures 24,452 - 73,357 -
211,903 (668) 635,791 (181)
Employee benefit expense
a) Employees other than the Company’s president, chief financial officer and vice-presidents
For the For the
Forthe  oTinn  Gferte oo
period ended Period ended period ended Period ended
December December December December
31, 31, 31, 31,
2015 2014 2015 2014
$ $ $ $
Salaries and benefits 487,816 506,701 1,538,151 1,510,686
Share-based compensation 64,028 97,830 177,320 295,040
551,844 604,531 1,715,471 1,805,726
b) Key management personnel include the Company’s president, chief financial officer, vice-presidents and

Board of Directors.

For the For the
3imonth _ 3-month oimonth __9-month
period ended  Period ended period ended Period ended
December December December December
31, 31, 31, 31,
2015 2014 2015 2014
$ $ $ $
Key management
compensation
Short-term employee
benefits and consulting
fees 246,142 268,484 719,991 743,241
Share-based compensation 66,326 81,091 191,024 248,135
312,468 349,575 911,015 991,376

Key management compensation is included in selling and administrative expenses.



Related party transactions
All related party transactions, unless otherwise disclosed, occurred in the normal course of operations.

For the three-month period ended December 31, 2015, the Company paid management fees in the amount of
$51,610 (for the three-month period ended December 31, 2014 — $37,500) to a company owned by the current
Chief Financial Officer of the Company. For the nine-month period ended December 31, 2015, the Company
paid management fees in the amount of $126,610 (for the nine-month period ended December 31, 2014 —
$112,500) to a company owned by the current Chief Financial Officer of the Company.

For the nine-month period ended December 31, 2015, the Company paid management fees in the amount of nil
(for the nine-month period ended December 31, 2014 — $7,000) to a Director of the Company for a project
outside of the regular duties of a Director.

For the three-month period ended December 31, 2015, the Company paid legal fees in the amount of $13,432
(for the three-month period ended December 31, 2014 — $973) to a firm of which a Director of the Company is a
partner. For the nine-month period ended December 31, 2015, the Company paid legal fees in the amount of
$33,747 (for the nine-month period ended December 31, 2014 — $973) to a firm of which a Director of the
Company is a partner.

Cash flows

Changes in non-cash operating working capital items are as follows:

For the For the For the For the

3-month 3-month 9-month 9-month

period ended period ended period ended period ended

December December December December

31, 31, 31, 31,

2015 2014 2015 2014

$ $ $ $

Decrease (increase) in

Accounts receivable 177,018 63,003 (164,872) 2,707
Prepaid expenses 22,057 1,059 98,869 35,138
Inventories (160,366) (39,694) (270,785) (45,152)

Increase (decrease) in
Accounts payable
and accrued

liabilities 280,795 (83,930) 115,420 (601,877)

Deferred revenue - (1,335) - (261,622)

319,504 (60,897) (221,368) (870,806)




Selling and administrative expenses

For the
3-month
period ended
December 31,

For the
3-month
period ended
December 31,

For the
9-month
period ended
December 31,

For the
9-month
period ended
December 31,

2015 2014 2015 2014

$ $ $ $

Sales and marketing expenses 708,401 870,821 2,455,540 2,626,102
Business development and

regulatory affairs 374,017 329,132 1,231,067 947,949

General administrative 452,577 502,299 1,300,429 1,460,956

Total 1,534,995 1,702,252 4,987,036 5,035,007




