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PHYTOTECH SIGNS HEADS OF AGREEMENT TO LICENSE,
DEVELOP AND COMMERCIALISE A REVOLUTIONARY
VAPORISER DEVICE

Highlights:
Heads of Agreement signed with Canigma AL Ltd to develop a
revolutionary capsule based vaporiser device for administering medical
grade cannabis (MGC).
Agreement strategically positions Phytotech to develop and deliver
leading MGC devices to the global market, worth more than US$1bn.
The device, when commercialised, will provide significant health
advantages to the patient and will deliver a higher dose of the active
ingredient.
Option to acquire 100% of Canigma following achievement of key

milestones.

Phytotech Medical Limited (ASX:PYL), the Australian owned Medical Grade

Cannabis (MGC) company today announces that it has entered into a Heads of
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Agreement (HOA) with Canigma A.L. Ltd, based in Israel, to develop a

revolutionary capsule based vaporiser to administer medical cannabis.

Canigma holds various intellectual property interests pertaining to a vaporiser
delivery device for medical cannabis. Under the agreement, Phytotech will fund
the development of this application with the purpose of commercialising the
product. The funding provided by Phytotech will be applied towards the
granting process of a patent for the device, the proof of concept and the

development of the prototype.

In the event that Canigma is successfully granted a patent in respect of the
device, Phytotech will subscribe for 50% of the issued fully paid shares in
Canigma in consideration for investing up to US$1 million (less the funds
expended by Phytotech prior to this date). These investment funds will be used
to develop the device and move it towards full commercialisation. Thereafter,
Phytotech has an option to acquire the remaining 50% of the shares in
Canigma, with the valuation based on achieving a number of commercialisation

milestones, structured over a four-year period.

The device to be developed is a capsule based vaporiser with a unique and
innovative delivery method for administering MGC. The product is patent
pending and will offer an all in one product, with ready to use cannabis
capsules. The capsule provides minimal contact between the consumer and the
raw material and will be focused on increasing the efficiency, above the industry
standard, through conduction and convection heating technologies. The
innovative delivery method will provide the patients a clean, measurable and

constant experience.

The Canigma device capsule strategy is based on the "Nespresso” model. The

intention being that dispensaries will stock different capsules to treat different
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indications and Doctors will then provide prescriptions to patients for a MGC
capsule that has a defined ratio of THC and CBD. This will prevent abuse of the
system and will also allow Doctors to monitor the use of MGC by patients more

closely.

The key points of difference the Canigma device has to existing vaporisers on

the market are:

1. It is smaller and easier to use than existing devices.

2. The vaporiser itself will include an innovative way of inhaling, suitable
for the needs and habits of medical cannabis consumers.

3. ltis clean and convenient—no handling medical cannabis leaves, bud or
ash.

4. Delivers a higher dose of the active ingredient and is more efficient
than the industry standard, thereby delivering significant health benefits.

5. Significantly lower levels of smoke and carcinogen vapour emission.

Phytotech will initially target the U.S medical cannabis market and intends to
partner with cannabis growers to distribute globally, thereby reducing the risks

of regulatory hurdles in various countries.

According to Researchers from The ArcView Group, a cannabis industry
investment and research firm based in Oakland, California, the U.S. market for
legal cannabis grew 74 percent in 2014 to US$2.7 billion, up from US$1.5 billion
in 2013.

Boaz Wachtel, Managing Director of Phytotech Medical commented: “T7his
agreement marks an important milestone in our business strategy. We're
delighted to be partnering with Canigma on the development of this

revolutionary product and through this important phase for our business. The
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use of cannabis capsules in a vaporiser is set to be the first product of its kind
in the market and will bring substantial health benefits to the user. The team at
Canigma bring the necessary skills and expertise required to successfully
execute the development of this product and we look forward to working

together to bring the vaporiser to market."

The financial commitment for the Company in respect of this deal in the first 12
months is relatively small and will be financed from the additional funds taken
under the IPO Prospectus. The Company remains fully funded and does not

require any finance to execute the current business model.

-Ends-

For more information please contact
Boaz Wachtel, Managing Director

+61 8 9389 3150
info@phytotechmed.com

For media enquiries

Media & Capital Partners

Asher Moses, Associate Director
+61 438 008 616

Asher.moses@mcpartners.com.au

About PhytoTech Medical Limited

Phytotech Medical is a medical cannabis company, which aims to commercialize
Medical Grade Cannabis (MGC) and high potential cannabis based therapeutics

products to the rapidly growing international market with regulated medical
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cannabis laws. With research facilities located in lIsrael, a global leader in
medical cannabis research, the Company is strategically positioned to become a

key player in the global MGC market.

The Company is focused on the research, development and commercialization
of products for administering MGC, and on new treatments utilizing MGC
therapeutic components for various medical conditions. In addition, the
Company aims to grow proprietary strains of MGC in California, Uruguay and

other jurisdictions.

Phytotech has entered into an exclusive research and licensing agreement with
Yissum, the prestigious Research Development and technology transfer
Company of Hebrew University in Jerusalem, Israel. Yissum was founded in
1964 to protect and to commercialize the Hebrew University's intellectual
property. Products based on Hebrew University technologies that have been
commercialised by Yissum currently generate US$2 Billion in annual sales.
Ranked among the top technology transfer companies in the world, Yissum has
registered over 8,500 patents covering 2,400 inventions; has licensed out 750
technologies and has spun out 90 companies. Yissum'’s partners span the globe
and include names such as Microsoft, Johnson & Johnson, Syngenta, Monsanto,

Roche, Novartis, Merck, Teva and many more.
Using proprietary technology, Phytotech’s vision is to administer ground
breaking health benefits of cannabinoids in oral preparations, vapor form, and

other routes of administration in safe and effective ways.

http://www.phytotechmed.com/
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U.S. MARKET*#

CANNABIS INDUSTRY

$3B

ANNUAL GROWTH

712%

MARKET SIZE IN 2019

$11B

VAPORIZING TREND

. USA TODAY MARCH 2014
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| CORE IP:

Capsule:
 Capsule Shape & Material

* Puncture Tech

Efficiency:

* Higher Than Industry Standard

* Constant

Optional Feature:

I
Vaporizer :

* Heating Algorithm

A - Puncture System

* Temp. Control- Various

Cannabinocids

— Differentiated Delivery

Method*

*Provisional patent Application no. 61/952.236
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TARGET MARKET

507 OF THE MEDICAL CANNABIS
MARKET

CONSUMES MORE CANNABIS TODAY THAN
EVER BEFORE

HAVE THE HIGHEST DISPOSABLE INCOME
IN THE US.
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R&D ROADMAP

1 YEAR™
’ 5 MONTH 3 MONTH 2 MONTH 2 MONTH \
POC
START DEVICE 18T PROTOTYPE 2" PROTOTYPE FINAL
PRODUCT
*  Framing « Patent application Engineering supervision and = Engineering supervision
*  Reverse Engineering * 3D model with the electrical production of the device and production
and thermal concept including assembly *  Production molds

+  Device Concept

* Capsules Concept

*  Steam storage unit
Concept

* Detailed capsules concept

*  Electronic card engineering

+  Drawings of the device and
capsule

*  Preparation of manufacturing

Capsule manufacturing
engineering including testing
Planning updates on the test
results

** Estimation
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