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NOTICE OF NO AUDITOR REVIEW OF CONDENSED INTERIM CONSOLIDATED FINANCIAL 

STATEMENTS 
 

In accordance with National instrument 51-102 Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of these condensed 
interim consolidated financial statements, they must be accompanied by a notice indicating that the condensed interim consolidated 
financial statements have not been reviewed by an auditor. 
 
The accompanying unaudited condensed interim consolidated financial statements of Bioasis Technologies Inc. (“Bioasis” or the 
“Company”) for the three months ended May 31, 2022 have been prepared by and are the responsibility of the Company's management, 
and have not been reviewed by the Company's auditors. 
 
These condensed interim consolidated financial statements may contain "forward-looking information" within the meaning of applicable 
Canadian securities legislation ("forward-looking information"). Such forward-looking information involves known and unknown risks, 
uncertainties and other factors, which may cause the actual results, performance or achievements of the Company to be materially different 
from any future results, performance or achievements expressed or implied by the forward-looking information. Readers are cautioned not 
to place undue reliance on these forward-looking statements, which speak only as of the date the statements were made. 
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BIOASIS TECHNOLOGIES INC. 
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION  

 (All Amounts Expressed in Canadian Dollars)  
May 31, February 28,

2022 2022
Notes (Unaudited) (Audited)

ASSETS
Current assets
   Cash and cash equivalents 8 764,968$                           1,730,766$                         
   Accounts receivable 8 174,102                             97,672                                
   Prepaid expenses 204,231                             278,284                              

  Total current assets 1,143,301                          2,106,722                           

Non-current assets
   Property and equipment  157                                    216                                     
   Intangible assets 3 145,512                             158,960                              

   Total non-current assets 145,669                             159,176                              

Total assets 1,288,970$                        2,265,898$                         

LIABILITIES
Current liabilities
   Accounts payable and accrued liabilities 8 1,203,667$                        1,489,459$                         
   Deferred revenue - current 10 321,389                             -                                      

Current portion of convertible debentures 11 1,500,000                          1,500,000                           

Total current liabilities 3,025,056                          2,989,459                           

Non-current liabilities
   Derivative warrant liabilities 6 89,893                               425,539                              

Conversion feature 6 45,801                               366,499                              
Convertible debentures 11 273,356                             401,763                              

Total non-current liabilities 409,050                             1,193,801                           

   Total liabilities 3,434,106                          4,183,260                           

EQUITY (DEFICIENCY)
   Share capital 4 27,453,759                        27,453,759                         
   Contributed surplus 11,101,983                        11,098,283                         
   Accumulated other comprehensive income 186,302                             184,563                              
   Deficit (40,887,180)                       (40,653,967)                        

   Total equity (deficiency) (2,145,136)                         (1,917,362)                          

Total liabilities and equity (deficiency) 1,288,970$                        2,265,898$                         

 

Going concern    Note 2(d)  
Subsequent events  Note 13 

Approved on behalf of the Board:  
           /s/ Deborah Rathjen    /s/ John Curran 

 
            Deborah Rathjen, Director    John Curran, Director 

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

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS 
(Unaudited) 

 (All Amounts Expressed in Canadian Dollars)  

   

Three Months Three Months
Ended Ended

Notes May 31, May 31, 
2022 2021

Expenses
   General and administrative 448,631$                  589,367$                 
   Research and development  181,019                    199,551                   

   Total operating expenses 629,650                    788,918                   

Loss before other income (expense) (629,650)                   (788,918)                 

Other income (expense)
   Loss on sale of capital assets -                            (126)                        

Interest (expense) income (246,590)                   10                            
Foreign exchange loss (13,317)                     (9,410)                     
Change in estimated fair value of derivatives 6 656,344                    257,790                   

   Total other income 396,437                    248,264                   

Net loss (233,213)$                 (540,654)$               

Other comprehensive (loss) income
Items that may be reclassified to profit or loss

Foreign currency translation adjustment 1,739                        18,118                     

Comprehensive loss (231,474)$                 (522,536)$               

Loss per share – Basic and diluted (0.00)$                       (0.01)$                     

Weighted average number of common shares 72,914,015               72,144,015                 
 
 
 
 
 
 
 
 
 

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



 

3 
 

BIOASIS TECHNOLOGIES INC.  

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN DEFICIENCY 

(Unaudited)  

 (All Amounts Expressed in Canadian Dollars)  
 

Number of  
Shares Amount

Contributed 
Surplus

Accumulated 
Other 

Comprehensive 
Income (Loss) Deficit

Total Equity 
(Deficiency)

Balance, February 28, 2021 72,144,015      27,257,720$      10,657,699$      185,652$            (37,693,875)$       407,196$         
Share-based compensation -                  -                     64,553               -                      -                       64,553             
Foreign currency 
    translation adjustment

-                  -                     -                     18,118                -                       18,118             

Net loss -                  -                     -                     -                      (540,654)              (540,654)         

Balance, May 31, 2021 72,144,015      27,257,720$      10,722,252$      203,770$            (38,234,529)$       (50,787)$         

Balance, February 28, 2022 72,914,015      27,453,759$      11,098,283$      184,563$            (40,653,967)$       (1,917,362)$    

Share-based compensation -                  -                     3,700                 -                      -                       3,700               
Common shares issued pursuant to 
private placement, net 

-                  -                     -                     -                      -                       -                  

Foreign currency 
    translation adjustment

-                  -                     -                     1,739                  -                       1,739               

Net loss -                  -                     -                     -                      (233,213)              (233,213)         

Balance, May 31, 2022 72,914,015      27,453,759$      11,101,983$      186,302$            (40,887,180)$       (2,145,136)$    

Share Capital

 
 

  
 

 

 

 

 

 

 

 

 

 

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

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS 
(Unaudited) 

 (All Amounts Expressed in Canadian Dollars)   

Three Months Three Months
Ended Ended

May 31, May 31,
2022 2021

OPERATING ACTIVITIES
Net loss (233,213)$                (540,654)$                
Adjusted for items not affecting cash:
  Depreciation of property and equipment 59                            512                          
  Change in estimated fair value of derivative warrant liabilities (656,344)                  (257,790)                  
  Loss on sale of capital assets -                           126                          
  Amortization of intangible assets 13,448                     13,447                     
  Amortization of debt issuance and discounts 246,593                   -                           
  Share-based compensation 3,700                       64,553                     

(625,757)                  (719,806)                  
Net changes in non-cash working capital items:
  Accounts receivable (76,533)                    (14,919)                    
  Prepaid expenses 73,360                     81,365                     
  Accounts payable and accrued liabilities (281,353)                  (149,176)                  
  Deferred revenue 321,389                   -                           

  Net cash used in operating activities (588,894)                  (802,536)                  

FINANCING ACTIVITIES
  Payment on convertible debentures (375,000)                  -                           

  Net cash used in financing activities (375,000)                  -                           

  Effects of exchange rate changes on cash and cash equivalents (1,904)                      (60,772)                    

DECREASE IN CASH AND CASH EQUIVALENTS (965,798)                  (863,308)                  

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 1,730,766                2,736,735                

CASH AND CASH EQUIVALENTS, END OF YEAR 764,968$                 1,873,427$              
Cash paid for interest -$                         -$                         
Cash paid for income taxes -$                         -$                         

Non-Cash Disclosures:
Payments of accounts payable with fixed asset -$                         3,102$                     
Debt issuance costs included in accounts payable and accrued liabilities -                           33,366                      

 
 
 

The accompanying notes are an integral part of these condensed interim consolidated financial statements 
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1. INCORPORATION AND NATURE OF OPERATIONS   

(a) Incorporation  
  

Bioasis Technologies Inc. ("Bioasis" or the "Company") was incorporated on November 3, 2006 under the British Columbia Business 
Corporations Act as W.R. Partners Ltd. and changed its name to Bioasis Technologies Inc. on March 27, 2008. The Company's shares are 
publicly traded on the TSX Venture Exchange under the symbol “BTI” and on the OTCQB International, a segment of the OTCQX 
marketplace in the U.S., under the symbol “BIOAF”. The Company’s registered office is Suite 200, 4170 Still Creek Drive, Burnaby, British 
Columbia V5C 6C6 and its head office is 157 Church Street, 19th Floor, New Haven, Connecticut, 06510.  

  
(b) Nature of Operations   

  
Bioasis is a development stage biopharmaceutical company engaged in the research and development of products for the diagnosis and 
treatment of neurological diseases and disorders. The Company’s xB3 program describes its proprietary carrier, p97, and components thereof, 
to deliver therapeutics across the blood-brain barrier ("BBB").  

  
2. STATEMENT OF COMPLIANCE AND BASIS OF FINANCIAL STATEMENT PRESENTATION  

(a) Statement of Compliance  
  

These unaudited condensed interim consolidated financial statements have been prepared in accordance with IAS 34, Interim Financial 
Reporting (“IAS 34”) as issued by the International Accounting Standards Board. The accounting policies applied in these unaudited 
condensed interim consolidated financial statements are based on International Financial Reporting Standards (“IFRS”) as issued by the 
International Accounting Standards Board ("IASB") and have been prepared using the same accounting policies and methods of application 
as disclosed in Note 2 to the Company’s audited consolidated financial statements for the year ended February 28, 2022 and were consistently 
applied to all the periods presented unless otherwise stated below. These unaudited condensed interim consolidated financial  statements do 
not include all the information and note disclosures required by IFRS for annual consolidated financial statements and therefore should be 
read in conjunction with the audited consolidated financial statements for the year ended February 28, 2022. 
 
These condensed interim consolidated financial statements were approved and authorized for issuance by the Board of Directors on July 28, 
2022.   

  
(b)  Basis of Measurement  

  
These condensed interim consolidated financial statements have been prepared on an historical cost basis, except for certain assets and 
liabilities, which are measured at fair value as explained in Note 8 to these condensed interim consolidated financial statements. 
 
(c)  Functional and Presentation Currencies  
  
These condensed interim consolidated financial statements are presented in Canadian dollars, which is the functional currency of the 
Company. The financial statements of the subsidiaries with functional currencies other than Canadian dollar are translated into Canadian 
dollars using period-end exchange rates for assets and liabilities, historical exchange rates for equity and weighted average exchange rates 
for operating results. Translation gains and losses are included in accumulated other comprehensive income (loss), net of tax, in equity. 
Foreign currency transaction gains and losses are included in the results of operations in other income (expense).   

  
(d)  Going Concern  

  
As of May 31, 2022, the Company has an accumulated deficit of $40,887,180 and negative working capital of $1,881,755, and for the three 
months ended May 31, 2022, had a net loss of $233,213 and cash flow used in operating activities of $588,894. Based on the Company’s 
current cash burn rate, the Company anticipates that its existing cash balance is sufficient to fund operations through approximately August 
2022. These factors indicate the existence of a material uncertainty that may raise significant doubt about the Company’s ability to continue 
as a going concern. The ability of the Company to continue operations is dependent upon its ability to obtain additional funding through 
licensing of its technology and collaboration agreements with upfront and milestone payments, research grant funding, the sale of common 
shares, warrants, loans or issuance of debt securities and other strategic alternatives, which could result in the significant dilution in the 
equity interest of existing shareholders. The Company is actively pursuing financing sources in order to fund operations. Further, the  



BIOASIS TECHNOLOGIES INC. 
NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
For the Three Months Ended May 31, 2022 and 2021 
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2. STATEMENT OF COMPLIANCE AND BASIS OF FINANCIAL STATEMENT PRESENTATION (continued)  

(d) Going Concern (continued)  
 

biotechnology industry is subject to rapid and substantial technological change that could reduce the marketability of the Company's 
technology. These condensed interim consolidated financial statements have been prepared with the assumption that the Company will be 
able to realize its assets and discharge its liabilities in the normal course of business rather than through a forced liquidation. These condensed 
interim consolidated financial statements do not give effect to adjustments that would be necessary to the carrying amounts and 
classifications of assets and liabilities should the Company be unable to continue as a going concern. Such adjustments could be material.  

 

 (e) Significant Judgments, Estimates and Assumptions  
  
The preparation of these condensed interim consolidated financial statements in conformity with IFRS requires managements to make 
judgments, estimates and assumptions that affect application of accounting policies and the reported amounts of assets, liabilities, income 
and expenses. Actual results may differ from those estimates. The condensed interim consolidated financial statements include estimates, 
which, by their nature, are uncertain. The impact of such estimates is pervasive throughout the condensed interim consolidated financial 
statements and may require accounting adjustments based on future occurrences. Estimates and underlying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimates are revised and in any future periods 
affected.   
  
The critical judgments and significant estimates in applying accounting policies that have the most significant effect on the amounts 
recognized in the condensed interim consolidated financial statements are:  
 

• Recognition of license and research revenue.  
• Assessment of carrying value of intangible assets.   
• Determination of the fair value of the Company’s warrants and common shares issued in private placements and convertible debt 

financings, including derivative warrant liabilities and conversion features.  
• Estimates used in calculating share-based compensation.  

 
(f) Significant Accounting Policies  
 
The accounting policies set out below have been applied consistently to all periods presented in these condensed interim consolidated 
financial statements. 
  
Basis of Consolidation 

 
These condensed interim consolidated financial statements include the financial statements of Bioasis Technologies Inc. and its wholly-
owned subsidiaries, Bioasis Advanced Technologies Inc., Bioasis Biosciences Corporation and Bioasis Royalty Fund, LLC. Bioasis 
Advanced Technologies Inc. was incorporated in Canada and Bioasis Biosciences Corporation and Bioasis Royalty Fund, LLC were 
incorporated in the USA. Subsidiaries are entities over which the Company has control which is achieved when the Company is exposed, 
or has the rights, to variable returns from its involvement with the investee and has the ability to affect those returns through the Company’s 
power to govern. Accounting policies of the Company’s subsidiaries are consistent with the Company’s accounting policies and all 
intercompany transactions, balances, income and expenses are eliminated on consolidation. 
 
Intangible Assets 
 
Intangible assets acquired as part of a group of other assets are initially recognized and measured at cost less accumulated amortization and 
accumulated impairment losses. The cost of a group of intangible assets acquired in a business combination that meet the specified criteria 
for recognition apart from goodwill, is allocated to the individual assets acquired based on their relative fair values. Costs incurred to 
establish and maintain patents for intellectual property developed internally are expensed in the period incurred. The costs of acquiring or 
licensing medical technology are capitalized. 
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2. STATEMENT OF COMPLIANCE AND BASIS OF FINANCIAL STATEMENT PRESENTATION (continued)  

(f) Significant Accounting Policies (continued) 
 
Intangible Assets (continued)  
 
Intangible assets with finite useful lives are amortized over their estimated useful lives from the date they are available for use, since this 
most closely reflects the expected pattern of consumption of the future economic benefits embodied in the asset. The amortization methods 
and estimated useful lives of intangible assets, which are reviewed annually, are as follows: 
 

Assets Basis Rate

Jeffries Patents and IP Straight-line 15 years
Transcend Technology IP 2 Straight-line 20 years
License Straight-line 10 years
Website Straight-line 3 years  

 
Impairment of Non-financial Assets 
 
The carrying amounts of the Company’s non-financial assets are evaluated at each reporting date to determine whether there are any 
indications of impairment. If any such indications exist, then the asset’s recoverable amount is estimated. The recoverable amount of 
intangible assets with an indefinite useful life, intangible assets not available for use, or goodwill acquired in a business combination are 
measured annually whether or not there are any indications that impairment exists. Management uses judgment to estimate these inputs and 
any changes to these inputs could have a material impact on the impairment calculation. For impairment testing, non-financial assets that do 
not generate independent cash flows are grouped together into cash-generating units (“CGUs”), which represents the level at which largely 
independent cash flows are generated. An impairment loss is recognized in earnings to the extent that the carrying value of an asset, CGU 
or group of CGUs exceeds its estimated recoverable amount. The recoverable amount of an asset, CGU or group of CGUs is the greater of 
its value in use and its fair value less cost to sell. Value in use is calculated as the present value of the estimated future cash flows discounted 
at appropriate discount rates. An impairment loss relating to a specific asset reduces the carrying value of the asset. An impairment loss 
relating to a group of CGUs is allocated on a pro-rata basis to reduce the carrying value of the assets in the units comprising the group. A 
previously recognized impairment loss related to non-financial assets is assessed at each reporting date for any indications that the loss has 
decreased or no longer exists. 
 
Share-based Compensation 
 
The Company grants stock options to executive officers, directors, employees and consultants pursuant to a stock option plan described in 
Note 5(a). The stock option plan allows Company employees and consultants to acquire shares of the Company. The fair value of options 
granted is recognized as an employee or consultant expense with a corresponding increase in equity. An individual is classified as an 
employee when the individual is an employee for legal or tax purposes (direct employee) or provides services similar to those performed by 
a direct employee. 
 
The Company grants restricted share units to executive officers, directors, employees and consultants pursuant to a restricted share unit plan 
described in Note 5(b). The fair value of restricted share units granted is recognized as compensation cost over the vesting period with a 
corresponding increase in equity. The fair value of the restricted stock units is determined based upon the quoted market price of the 
Company’s shares on the date of grant. 
 
Where the share options are awarded to employees, the fair value is measured at grant date, and each tranche is recognized using the graded 
vesting method over the period during which the options vest. The fair value of the options granted is measured using the Black- Scholes 
option pricing model, taking into account the terms and conditions upon which the options were granted. At each reporting date, the amount 
recognized as an expense is adjusted to reflect the number of share options that are expected to vest.  
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2. STATEMENT OF COMPLIANCE AND BASIS OF FINANCIAL STATEMENT PRESENTATION (continued)  

(f) Significant Accounting Policies (continued) 
 
Share-based Compensation (continued) 
 
Where equity instruments are granted to parties other than employees, they are measured by reference to the fair value of the services 
received. If the fair value of the services received cannot be reliably estimated, the Company measures the services received by reference to 
the fair value of the equity instruments granted, measured at the date the counterparty renders service. Compensation cost is recognized over 
the vesting period. Amounts related to the issuance of shares are recorded as a reduction of share capital. 
 
Financial Instruments 
 
Financial assets are initially measured at fair value plus, in the case of a financial asset not measured at fair value through profit and loss 
(“FVTPL”), transaction costs. Financial assets are subsequently measured at: (i) FVTPL; (ii) fair value through other comprehensive loss 
(“FVOCI”) or (iii) amortized cost. The classification is based on whether the contractual cash flow characteristics represent “solely payments 
of principal and interest” as well as the business model under which the financial assets are managed. 
 
Financial liabilities are classified as measured at amortized cost or FVTPL. A financial liability is classified as at FVTPL if it is classified 
as held-for-trading, it is a derivative or it is designated as such on initial recognition. 
 
Compound instruments are bifurcated and presented in the condensed interim consolidated financial statements in their component parts. 
The equity component is assigned the residual amount after deducting from the fair value of the instrument, as a whole, the amount separately 
determined for the liability component. 
 
The Company measures its cash and cash equivalents at FVTPL and its accounts receivable at amortized cost. The Company measures its 
accounts payable, debentures and loan at amortized cost and its derivative warrant liabilities at FVTPL. 
 
Revenue Recognition 
 
Research Revenue 
 
The Company recognizes collaborative research revenues as services are rendered when the amount of revenue can be measured reliably, it 
is probable the economic benefits associated with the transaction will flow to the Company, and the stage of completion of the transaction 
and the costs incurred to complete the transaction can be measured reliably. Revenue from non-refundable contract fees where the Company 
has continuing involvement through research collaboration, is recognized ratably over the related research period. Payments received in 
advance of rendering research services are recorded as deferred revenue.  
 
License Revenue 
 
License fees representing non-refundable payments received at the time of signature of license agreements are recognized as revenue upon 
transfer of the license when the Company has no significant future performance obligations and collectability of the fees is reasonably 
assured. These licenses provide a right to use the Company’s intellectual property. Upfront payments received at the beginning of licensing 
agreements when the Company has significant future performance obligations are deferred and recognized as revenue on a systematic basis 
over the period during which the related services are rendered and all obligations are performed. These licenses provide a right to access the 
Company’s intellectual property. Where the Company has future performance obligations that are distinct, revenue from upfront payments 
is allocated to such performance obligations and recognized as they are satisfied.  
 
Milestone payments associated with licenses, which are generally based on developmental or regulatory events, are forms of variable 
consideration and are only included in the transaction price when it is highly probable that a significant reversal will not occur when the 
uncertainty associated with the milestone is subsequently resolved. Therefore, milestone payments that do not meet the highly probable 
criteria are recognized as revenue when the milestones are achieved, collectability is assured, and when the Company has no significant 
future performance obligations in connection with the milestones. Sales-based royalty payments received in exchange for a license of 
intellectual property are recognized at the later of the subsequent sale or satisfaction of the related performance obligation. 
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2. STATEMENT OF COMPLIANCE AND BASIS OF FINANCIAL STATEMENT PRESENTATION (continued)  

(f) Significant Accounting Policies (continued) 
 
Provisions 
 
Provisions are recognized for liabilities of uncertain timing or amounts that have arisen as a result of past transactions, including legal or 
constructive obligations. The provision is measured at the best estimate of the expenditure required to settle the obligation at the reporting 
date. 
 
Joint Arrangements 
 
Under IFRS 11 Joint Arrangements investments in joint arrangements are classified as either joint operations or joint ventures. The 
classification depends on the contractual rights and obligations of each investor, rather than the legal structure of the joint arrangement. The 
Company has joint operations. 
 
Joint operations 
 
The Company recognizes its direct right to the assets, liabilities, revenues and expenses of joint operations and its share of any jointly held 
or incurred assets, liabilities, revenues and expenses. These have been incorporated in the condensed interim consolidated financial 
statements under the appropriate headings. Details of the joint operations are set out in Note 10.  
 
Derivative Financial Instruments 
 
Warrants issued pursuant to equity offerings that are potentially exercisable on a cashless basis or that have an exercise price denominated 
in a currency different from the functional currency of the Company resulting in a variable number of shares being issued are considered 
derivative liabilities and therefore measured at fair value, with changes in fair value recognized in the condensed interim consolidated 
statements of operations and comprehensive loss. The derivative liabilities will ultimately be converted into the Company’s equity (common 
shares) when the warrants are exercised or will be extinguished on the expiry of the outstanding warrants. Immediately prior to exercise, 
the intrinsic value is transferred to share capital (the intrinsic value is the share price at the date the warrant is exercised less the exercise 
price of the warrant). Any remaining fair value is recorded through the condensed interim consolidated statements of operations and 
comprehensive loss as part of the change in estimated fair value of derivatives.  
 
The Company has a conversion option embedded in the convertible debentures which requires bifurcation from the host contract and is 
accounted for as a free standing derivative financial instrument. The conversion feature is recognized in the condensed interim consolidated 
statements of financial position at fair value with changes in fair value recognized in the condensed interim consolidated statements of 
operations and comprehensive loss. 
 
The Company uses the Black-Scholes option pricing model to estimate fair value at each exercise and period end date. The key assumptions 
used in the model are the expected future volatility in the price of the Company’s shares and the expected life of the derivative financial 
instruments. The impact of changes in key assumptions is described in Note 6. 
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3.  INTANGIBLE ASSETS  

The Company’s intangible assets are comprised of the following:  

        
Acquired Intellectual 

Property

Cost      

Balance as at February 28, 2022 832,812$                            
  Additions     -                                      
Balance as at May 31, 2022 832,812                              

Accumulated Amortization      

Balance as at February 28, 2022 673,852$                            
  Amortization     13,448                                
Balance as at May 31., 2022 687,300                              

Carrying Amounts  
February 28, 2022 158,960$                            

May 31, 2022 145,512$                            
 

Acquired intellectual property is comprised of the patents, licenses and intellectual property underlying the Company’s preclinical research 
programs and potential product candidates.   
 
Amortization of intangible assets has been recorded in research and development expenses.  
 

4.  SHARE CAPITAL  

(a)  Authorized Share Capital  

As of May 31, 2022, the authorized share capital comprised an unlimited number of common shares. The common shares do not have a par 
value.  
 
In March 2021, the Company applied for and subsequently received approval from the TSX Venture Exchange to extend the expiry date of 
the 5,797,795 common share purchase warrants issued to subscribers pursuant to the private placement of units which closed in April 2017. 
The Company extended the expiry date of the warrants from April 11, 2021 to April 11, 2022. In addition, the exercise price of $1.00 per 
share was reduced to $0.85 per share. All other terms of the warrants remained unchanged for the extended exercise period. The 5,797,795 
warrants expired on April 11, 2022 and went unexercised.   

In February 2022, the Company completed a private placement of 770,000 common shares, at a price of $0.26 per common share, for gross 
proceeds of $200,200. The Company incurred share issuance costs of $4,161.  

(b)  Warrants  

The Company’s warrant activity during the three months ended May 31, 2022 is summarized in the following table: 

 
Number of 
Warrants

Weighted Average 
Exercise Price

Balance outstanding - February 28, 2022 28,073,301                 $                        0.56 

Expired  (5,797,795)                0.85

Balance outstanding – May 31, 2022 22,275,506                 $                        0.48 
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4.  SHARE CAPITAL (continued) 

(b)  Warrants (continued)  

The following table summarizes warrants outstanding and exercisable at May 31, 2022: 

Number Outstanding Exercise Price Expiry date

23,858 $0.23 October 31, 2022

5,083,298 $0.69 May 24, 2023

1,762,179 $0.69 August 12, 2023

4,839,048 $0.41* December 28, 2023

4,588,978 $0.36 May 21, 2024

298,222 $0.27 October 31, 2024
3,849,923 $0.20 November 8, 2024
960,000 $0.20 November 8, 2024
870,000 $0.20 December 23, 2024

22,275,506   
 

* The exercise price of some of the warrants may be adjusted for stock splits or reverse stock splits, dividend distributions, or down 
round offerings. 

5.  SHARE-BASED COMPENSATION  

(a) Stock Option Plan  
 
Under the Company's Amended Stock Option Plan, most recently approved at the 2017 Annual General Meeting of Shareholders held 
September 21, 2017, the number of common shares that were reserved for issuance was 10,290,410, representing 11% of the Company's 
issued outstanding share capital at that date, inclusive of the 200,000 that was reserved under the restricted share unit plan. The plan provides 
that the Board of Directors of the Company may from time to time, in its discretion, and in accordance with the TSX Venture Exchange 
guidelines, grant to directors, executive officers, employees and consultants to the Company, non-transferable options to purchase common 
shares at a price that is not less than the Discounted Market Price (as defined by the rules of the TSX Venture Exchange) on the date of 
grant. Vesting is provided at the discretion of the Board, and the expiration of options is to be no greater than 10 years from the date of the 
grant.  
 
In connection with the foregoing, the number of common shares reserved for issuance to any individual director or officer will not exceed 
five percent (5%) of the issued and outstanding common shares and the number of common shares reserved for the issuance to all technical 
consultants will not exceed two percent (2%) of the issued and outstanding common shares.  

 
The following table summarizes activity related to the Company’s stock options for the three months ended May 31, 2022: 

 

 Number of Options 
 Weighted Average 

Exercise Price 

Balance at February 28, 2022                          7,688,690 0.40$                             
Expired                           (265,000) (0.80)                              
Balance at May 31, 2022 7,423,690                        0.39$                             

 

There were no stock options granted or exercised during the three months ended May 31, 2022 and 2021.  
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5.  SHARE-BASED COMPENSATION (continued) 

(a) Stock Option Plan (continued)  

The following table summarizes stock options outstanding and exercisable at May 31, 2022:  
 

      

 Exercise Price 
 Number 

Outstanding 

 Weighted Average 
Remaining 

Contractual Life 
(years) 

 Weighted Average 
Exercise Price 

 Number 
Exercisable 

 Weighted 
Average 

Remaining 
Contractual Life 

(years) 
 Weighted Average 

Exercise Price 

$0.38 1,380,106     4.13 $0.38 1,368,856     4.13 $0.38
$0.50 510,000        3.65 $0.50 510,000        3.65 $0.50
$0.31 1,445,000     3.08 $0.31 1,445,000     3.08 $0.31
$0.32 1,079,344     2.23 $0.32 1,079,344     2.23 $0.32
$0.27 1,101,240     2.04 $0.27 1,023,115     2.04 $0.27
$0.45 378,000        1.49 $0.45 253,969        1.49 $0.45
$0.47 1,020,000     1.23 $0.47 1,020,000     1.23 $0.47
$0.71 510,000        0.50 $0.71 510,000        0.50 $0.71

7,423,690     2.52 $0.39 7,210,284     2.54 $0.35
  

 
During the three months ended May 31, 2022, the Company recognized $3,700 (May 31, 2021: $64,553) in share-based compensation 
expense, of which $1,060 (May 31, 2021: $59,827) has been included in general and administrative expense, and $2,640 (May 31, 2021: 
$4,726) has been included in research and development expense. Share-based compensation expense is comprised of awards granted to 
employees and non-employees under the Company's stock option plan. 
 
The estimated fair value of each tranche of options granted to the Company’s employees and directors is calculated at the grant date and 
amortized on a straight-line basis over the vesting period of the options. The fair value of non-employee awards is estimated at each reporting 
period until the final measurement date. 

Option pricing models require the input of highly subjective assumptions, particularly as to the expected price volatility of the stock. Changes 
in these assumptions can materially affect the fair value estimate.  
 
(b) Restricted Share Unit Plan  
  
In December 2016, the Company adopted a restricted share unit plan (the "RSU Plan"), which provides for the grant of restricted share units 
("RSUs") to directors, officers, consultants and employees of the Company and its subsidiaries and affiliates ("Participant"). As required by 
the policies of the TSX Venture Exchange, the RSU Plan is a fixed plan, which originally reserved for issuance a maximum of 248,266 
common shares of the Company. In September 2017, the RSU plan was amended to reserve for issuance a maximum of 200,000 common 
shares of the Company. On the vesting of RSUs, the common shares of the Company will be issued from the same fixed pool as the common 
shares issued under the Amended Stock Option Plan (see Note 5(a)).   
  
Under the RSU Plan, the Company may grant RSUs to directors, officers, employees and eligible consultants, which entitle each Participant 
to one common share of the Company on a time vested basis. The fair market value of the RSUs is determined based upon the quoted market 
price of the Company’s shares on the date of the grant and recognized as compensation cost over the vesting period with a corresponding 
increase in equity. The duration of the vesting period and other vesting terms applicable to the grant of the RSUs is determined by the board 
of directors of the Company. As of May 31, 2022, the Company had no restricted share units outstanding.   
 
During the three months ended May 31, 2022 and May 31, 2021, the Company did not recognize any share-based compensation expense 
related to RSUs. 
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6.  DERIVATIVE LIABILITIES  

The warrants issued by the Company in May 2018, November 2019, and June 2021 (including the conversion feature embedded in the 
convertible debentures) are recorded as a liability with changes in fair value recorded in the condensed interim consolidated statements of 
operations and comprehensive loss. The following is a summary of the fair value of these warrants:    

                            

Derivative Warrant 
Liabilities 

Conversion Feature Total

Balance at February 28, 2022 425,539$                    366,499$                    792,038$                    
Change in estimated derivative warrant liability (335,646)                    (320,698)                    (656,344)                    
Balance at May 31, 2022 89,893$                      45,801$                      135,694$                    

 

The following assumptions were used to estimate the fair value of the derivative warrant liabilities and conversion feature as of May 31, 
2022 using the Black-Scholes option pricing model: 
 

     

May 2018 
Warrants

November 2019 
Warrants

June 2021 
Warrants

Conversion Feature

Annualized volatility 87.29% 107.18% 42.89% 39.94%
Risk-free interest rate 2.62% 2.62% 2.62% 2.62%
Estimated life of warrants in years 0.98 2.42 1.58 1.06
Market price $0.18 $0.18 $0.18 $0.18
Fair value per warrant $0.01 $0.09 $0.00 $0.00
Exercise price $0.69 $0.27 $0.41 $0.31      

 
7.  RELATED PARTY TRANSACTIONS AND BALANCES  

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or exercise significant influence 
over the other party in making operating and financial decisions. This would include the Company's senior management, who are considered 
to be key management personnel by the Company. Parties are also related if they are subject to common control or significant influence. 
Related parties may be individuals or corporate entities. A transaction is considered to be a related party transaction when there is a transfer 
of resources or obligations between related parties.  
 
During the three months ended May 31, 2022 and 2021, the aggregate value of transactions and outstanding balances related to key 
management personnel and entities over which they have control or significant influence was as follows:   
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7.  RELATED PARTY TRANSACTIONS AND BALANCES (continued) 

 2022 2021 2022 2021

a) Flagship Partners, LLC (a company for which the former Chief
     Financial Officer ("CFO") is an equity partner), for 
     compensation and benefits for services provided as acting
     CFO, pursuant to a consulting contract. 

-                     -                     -                    21,971               

b) Board of Directors' fees 50,849                49,632                341,118            286,266             

c) Founders Bridge Advisors, LLC, a company owned by the former
     CFO, for compensation and benefits for services provided as
     acting CFO, pursuant to a consulting contract.

-                     32,536                -                    16,117               

d) Current Chief Executive Officer ("CEO") of the Company, for 
     services provided as Executive Chair and CEO, pursuant to a
     consulting contract.                                                                                                  

55,616                46,530                20,763              15,677               

e) Forest View Consulting, a company owned by the current CFO, for 
    compensation for services provided as acting CFO, pursuant to a
    consulting contract.                                                                                                

25,107                7,321                  9,138                7,321                 

Transaction Values for the 
three months ended

 May 31,

Balance outstanding* as of 
May 31,

* Balances outstanding include reimbursements outstanding to related parties and are unsecured, non-interest bearing and have 
    no specific terms of repayment.  

During the three months ended May 31, 2022 and May 31, 2021, the Company did not grant any stock options to directors and officers. 
 
These transactions were in the normal course of operations and have been recorded at their exchange amounts, which is the consideration 
agreed upon between the related parties. 
 
Compensation of key management personnel, which includes the CEO, CFO and directors of the Company is as follows:  

 

Salaries, consultant fees, director fees, service fees, severance and 
benefits

Share-based payments
(1) 

 

Three Months Ended 
May 31, 2022

Three Months Ended      
May 31, 2021

 $                                          131,572 

                                                      -   

 $                                          131,572 

 $                                       136,019 

64,851

 $                                       200,870 
 

        (1) Share-based payments are the fair value of options granted and vested to key management personnel during the year.  
 
8.  FINANCIAL INSTRUMENTS AND FAIR VALUES  

Financial assets and liabilities have been classified into categories that determine their basis of measurement and for items measured at fair 
value, whether change in fair value are recognized in the condensed interim consolidated statements of operations and comprehensive loss.   

In establishing fair value, the Company used a fair value hierarchy based on the levels defined below:  

• Level 1 – defined as observable inputs such as quoted prices in active markets.  
• Level 2 – defined as inputs other than quotes prices in active markets that are either directly or indirectly observable. 
• Level 3 – defined as inputs that are based on little or no observable market data, therefore requiring entities to develop their own 

assumptions.  
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8.  FINANCIAL INSTRUMENTS AND FAIR VALUES (continued) 

The Company has determined the carrying values of its short-term financial assets and liabilities consisting of cash and cash equivalents, 
accounts receivable, accounts payable and accrued liabilities approximate their fair value due to the short-term maturities of these financial 
instruments. As such, as of May 31, 2022 and February 28, 2022, there are no significant differences between the carrying value of these 
amounts and their estimated fair values. The Company is not exposed to significant interest, currency or credit risk arising from these 
financial instruments. Refer to Note 6 and the Recurring Fair Value Measurements section below for information on the fair value of the 
derivative warrant liabilities.  
 
Financial Risk Factors  

(a) Credit risk  

Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet its contractual obligations. 
The Company is exposed to credit risk on its cash and cash equivalents, and accounts receivable in the event of non-performance by 
counterparties but does not anticipate such non-performance. The maximum exposure to credit risk of the Company at the end of the period 
is the carrying value of its cash, cash equivalents and accounts receivable.  

The Company mitigates its exposure to credit risk by maintaining operating bank accounts with highly rated banks in Canada and the United 
States.  

(b) Interest rate risk  

As of May 31, 2022, fluctuations in interest rates are not expected to have significant impact on the Company’s results of operations.  

(c) Currency risk   

Currency risk is the risk that future cash flows of a financial instrument will fluctuate because of changes in foreign exchange rates. The 
Company initiated operations in the United States in November 2017. The Company has exposure to currency risk from its maintenance of 
a US dollar bank account and other operating assets and liabilities held in U.S. dollars, as well as from clinical trial work commitments 
contracted in the U.S. dollar.   
 
Balances in foreign currencies as at May 31, 2022 are as follows:  
  

Foreign Currency 
Balances 

Cash and cash equivalents 360,567$                           
Accounts payable and accrued liabilities                          (1,006,515)
Net (645,948)$                         

 
 

The following table details the Company's sensitivity analysis to a 10% decline in the U.S. dollar on foreign currency denominated monetary 
items by adjusting their translation rate at the condensed interim consolidated statement of financial position date for a 10% change in 
foreign currency rates.   
 
For a 10% strengthening of the U.S. dollar against the Canadian dollar, there would be an opposite impact on net loss and comprehensive 
loss for the year.   
 

Foreign Currency 
Balances 

Cash and cash equivalents 36,057$                             
Accounts payable and accrued liabilities                             (100,652)

Net (64,595)$                           
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8.  FINANCIAL INSTRUMENTS AND FAIR VALUES (continued) 

Financial Risk Factors (continued) 

 (d) Liquidity risk  
  
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial liabilities (see Note 
2(d)). The Company manages liquidity risk through the management of its capital structure as outlined in Note 9. As of May 31, 2022, the 
Company has cash on hand $764,968 to meet the current liabilities of $3,025,056 and to fund ongoing operations. As noted in Note 2(d), 
there are factors which indicate the existence of a material uncertainty that may raise significant doubt about the Company’s ability to 
continue as a going concern. 
 
Contractual undiscounted cash flow requirements for contractual obligations as at May 31, 2022 are due as follows: 
 

 
Due in 1-3 

months
Due in 4-12 

months
Due in 1-2 

years
Due in >2 

years

Total 
Contractual 
Cash Flows 

Carrying 
Amount

Accounts payable and accrued liabilities  $    1,203,667  $                -    $                -    $                -   1,203,667$    1,203,667$    

Convertible debentures           375,000        1,125,000        1,350,000                    -   2,850,000      1,773,356      

1,578,667$     $    1,125,000  $    1,350,000  $                -   4,053,667$    2,977,023$    
 

 
Recurring Fair Value Measurements  
  
As noted above, the carrying values of the Company’s short-term financial assets and liabilities approximate their fair value due to the short-
term maturities of these financial instruments. The following table summarizes the Company’s financial instruments measured at fair value 
on a recurring basis as of May 31, 2022:  

 

 Level 1 Level 2 Level 3 

Assets:

Cash and cash equivalents  $             764,968  $                      -    $                      -   
Liabilities: 
Derivative warrant liabilities                          -                            -                     89,893 
Derivative conversion feature                          -                            -                     45,801 

Total  $             764,968  $                      -    $             135,694 

May 31, 2022

 
  

The key Level 3 inputs used by management to estimate the fair value are the market price of the Company’s common stock and the expected 
volatility. If the market price were to increase by a factor of 10%, this would increase the estimated fair value of the obligation by 
approximately $60,472 at May 31, 2022. If the market price were to decrease by a factor of 10%, this would decrease the estimated fair 
value of the obligation by approximately $45,135. If the volatility were to increase by 10%, this would increase the estimated fair value of 
the obligation by approximately $99,451. If the volatility were to decrease by 10%, this would decrease estimated fair value of the obligation 
by approximately $68,778 at May 31, 2022.  
     
There were no changes in valuation techniques or transfers between the fair value measurement levels during the period.    
 

 9. CAPITAL DISCLOSURES   

The Company's objective when managing capital is to maintain sufficient working capital on hand for at least 12 months of corporate 
operations and to sufficiently support the Company's preclinical programs and identify candidates for delivery of therapies across the blood  
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9. CAPITAL DISCLOSURES (continued)  

brain barrier. The Company currently has less than 12 months of working capital on hand. As disclosed in Note 2(d), there are factors which 
indicate the existence of a material uncertainty that may raise significant doubt about the Company’s ability to continue as a going concern.  
 
The Company includes all components of equity in the definition of capital. The Company does not have any debt other than trade accounts 
payable and the convertible debentures.  
 
Since inception, funding for the Company has primarily been through the issuance of common shares and warrants, and the Company will 
continue to seek funding from the sale of common shares or other financings. Management regularly monitors the capital markets to balance 
the timing of issuing additional equity with the Company’s progress in testing its technology, general market conditions and the availability 
of capital, but there are no assurances that financings will be completed or that funds will be made available to the Company in the future. 
The Company also may seek collaborative partners to provide funding for further preclinical and clinical research.   
 
The Company is not subject to externally imposed capital requirements.   
 

10. LICENSE AND COLLABORATIVE RESEARCH AGREEMENTS  

Aposense Material Transfer Agreement and Research Collaboration 

On March 15, 2021, the Company entered into a material transfer agreement research collaboration with Aposense Ltd (“Aposense”), whose 
principal place of business is in Israel. The joint arrangement will focus on the delivery of siRNA into the brain. The collaboration was 
established to progress the discovery and development of new siRNA-based drugs incorporating the Company’s xB3 platform, enabling the 
treatment of serious neurological conditions. Under the terms of the agreement, Aposense will be responsible for all costs associated with the 
conjugation of the materials under the arrangement. 
 
Oxyrane UK Ltd Material Transfer and Collaboration Agreement  

On June 7, 2021, the Company entered into a research collaboration with Oxyrane UK Ltd (“Oxyrane”). The collaboration focuses on 
combining the Company’s xB3 technology and Oxyrane’s OxyCAT platform to deliver an undisclosed enhanced enzyme replacement 
therapy into the brain. Under the terms of the agreement the Company will be responsible for certain costs associated with the research, 
development and commercialization of the program. 
 
Daiichi Material Transfer Agreement  

On July 15, 2021, the Company entered into a material transfer agreement with Daiichi Sankyo Company, Limited (“Daiichi”). Under this 
agreement, the Company will perform conjugation and seek to deliver Conjugated Compound. Under the terms of the agreement, the 
Company received a non-refundable, upfront payment of US$30,000. The agreement is effective until earlier of (i) completion of the 
evaluation, or (ii) 9 months from the effective date. The Company determined that this is a contract with a customer. The performance 
obligation of the Company is to perform research and development. The revenue related to the performance obligation was recognized on a 
straight-line basis over time when the services were performed. As of May 31, 2022, there was no deferred revenue related to this agreement.  
 
Janssen Biotech, Inc. Research Collaboration Agreement  

On April 11, 2022, the Company entered into a research collaboration with Janssen Biotech, Inc., one of the Pharmaceutical Companies of 
Johnson & Johnson. Under the terms of the agreement, the Company received a non-refundable, upfront payment of US$100,000. In 
addition, the Company will receive milestone payments based on the achievement of the milestone events defined in the agreement. The 
agreement is effective until the earlier of (i) completion of the research, or (ii) January 31, 2023. Janssen will have the option to research, 
develop and commercialize novel products based on the Company’s xB3 technology. The agreement was facilitated by Johnson & Johnson 
Innovation. 

The Company determined that this is a contract with a customer. The performance obligation of the Company is to perform research and 
development. The revenue related to the performance obligation will be recognized over the time when the services will be performed. As 
of May 31, 2022, there was US$100,000 in deferred revenue related to this agreement.  
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10. LICENSE AND COLLABORATIVE RESEARCH AGREEMENTS (continued) 

Neuramedy Co Ltd Research Collaboration and License Agreement  

On May 10, 2022, the Company entered into a research collaboration and license agreement with Neuramedy Co Ltd (“Neuramedy”), of 
Seoul, Korea. Neuramedy is a biotech company researching and developing innovative solutions for neurodegenerative diseases. Under the 
terms of the agreement, Neuramedy has obtained worldwide rights to research, develop and commercialize an xB3TM version of its antibody, 
Tomaralimab, directed at the Toll-like receptor 2. Tomaralimab is currently in development for the treatment of Parkinson’s disease and 
Multiple System Atrophy. Under the terms of the agreement, the Company will receive an upfront payment of US$300,000, billable in two 
installments of US$150,000. In addition, Neuramedy has the option to purchase a Commercial License and the Company may receive an 
additional US$72 million in milestone payments and a royalty on net sales. 
 
The Company determined that this is a contract with a customer. The performance obligation of the Company is to perform research and 
development and to grant a license and transfer materials at the conclusion of the research, if Neuramedy exercises its license option. The 
revenue related to the performance obligation will be recognized over the time when the services will be performed. As of May 31, 2022, 
there was US$150,000 in deferred revenue related to this agreement.  
 

11. CONVERTIBLE DEBENTURES 

On June 22, 2021, the Company entered into a convertible security funding agreement with Lind Global Macro Fund, LP, an entity managed 
by The Lind Partners, a New York-based institutional investment management firm (together, “Lind”). Under the terms of the Agreement, 
the Company may issue to Lind convertible securities in the principal amount of up to $10,000,000. On June 29, 2021, pursuant to the 
Agreement, Lind made an initial investment of $3,000,000, less a commitment fee of $90,000, in exchange for a convertible security (the  
“First Convertible Security”) with a face value of $3,600,000 (the “Face Value”), representing a principal amount of $3,000,000 (the 
“Principal Amount”) and a pre-paid interest amount of $600,000 (the “Pre-Paid Interest”). Commencing 180 days from closing, the 
Company would begin repaying the First Convertible Security in $125,000 installments. On December 23, 2021, the Company repaid its 
first installment of $125,000. Pre-Paid Interest will accrue monthly at $20,000 per month, and once accrued, Lind will have the option, once 
every 90 days, to convert accrued Pre-Paid Interest into common shares of the Company at 90% of the market closing price on the day 
immediately prior to the conversion. 

Lind will be restricted from selling any of the Company’s shares it receives in connection with the First Convertible Security for a period 
of four months and a day from the date of issuance of the First Convertible Security, and is prohibited from short selling the Company’s 
shares during the term of the Agreement. After the initial four month period, Lind will have the right to convert any portion of the Principal 
Amount into common shares of the Company at a price per share of $0.31 (the “Conversion Price”). 
 
The Agreement also includes an option for the Company to receive additional investments from Lind of up to $7,000,000, in exchange for 
a convertible security with similar terms to the First Convertible Security, subject to mutual agreement and TSX Venture Exchange approval. 
 
The Company has the option to buy back the outstanding convertible securities in cash at any time. If the Company exercises the buyback 
option, Lind will have the option to convert (i) up to 33.3% of the outstanding Principal Amount at the Conversion Price, and (ii) up to 
100% of the then-accrued Pre-Paid Interest into common shares of the Company. The Company concluded that the conversion option was 
an embedded derivative that required bifurcation as a derivative liability due to the contingency that the Company could be required to pay 
cash to settle the conversion (note 6).   
 
As part of the First Convertible Security financing, the Company issued Lind 4,839,048 warrants exercisable for a term of 30 months at an 
exercise price of $0.41 per share. The Company will have the right to accelerate the expiry date of a certain number of warrants, subject to 
certain conditions, including that no event of default has occurred, as follows: (i) if the Company’s shares trade above $1.27 for 30 
consecutive days, the Company can accelerate the expiry date of 50% of the warrants; and (ii) if the Company’s shares trade above $1.80 
for 30 consecutive days and the First Convertible Security then outstanding (along with all outstanding accrued pre-paid interest) has been 
fully repaid or converted, then the Company can accelerate the expiry of all of Lind’s remaining warrants. Any warrant exercise proceeds 
will be applied to the outstanding Principal Amount of the First Convertible Security. The exercise price is subject to adjustment if shares 
are issued at a price less than 95% of the market price. As a result, the warrants do not meet the criteria to be classified as equity and have 
been bifurcated and accounted for as a derivative liability (note 6).  
 
The Company incurred total issuance costs of $185,427 related to this transaction, including $95,000 for commitment and legal fees paid 
directly to the lender. 
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11. CONVERTIBLE DEBENTURES (continued) 

As of the transaction date, the Company recorded $1,807,677 to the liability component of the convertible debentures, a warrant liability of 
$355,457 and a conversion liability of $836,866 based on their estimated fair values. The fair values of the debt component of the convertible 
debentures, conversion feature and warrant derivative liabilities at their initial recognition required the use of significant management 
estimates, including estimates of the Company's cost of borrowing and the expected volatility of the Company's stock price. 

 
12.  CONTINGENCIES 

A claim for damages relating to a contract dispute for a terminated employee of US$137,500 plus legal fees and punitive damages was filed 
in January 2021 against the Company. In September 2021, the Company reached a settlement on the contract dispute. In connection with 
the settlement, the Company recorded US$75,000 ($93,349) in settlement of contract dispute on the condensed interim consolidated 
statements of operations. In exchange for the settlement payment, the terminated employee unconditionally releases and forever discharges 
the Company, and each of the Company’s entities, from any and all claims. 
 

13. SUBSEQUENT EVENTS 

On June 16, 2022, the Company entered into an asset purchase agreement with the founders of Cresence AS of Oslo, Norway (the “Sellers.”) 
Under the terms of the agreement, the Company purchased all the right, title and interest in the intellectual property owned by the Sellers 
related to their epidermal growth factor (“EGF”) platform. The Company believes that such EGF assets could be key in treatment of Guillain-
Barre Syndrome and Chronic Inflammatory Demyelinating Polyneuropathy, among other indications.  
 
The addition of this key intellectual property provides the Company a Phase 2 clinical state ready molecule that is synergistic with the 
Company’s existing technology and therapeutic areas of interest. It is also providing the Company with a chance to complete rapid proof of 
concept clinical trials in multiple rare and orphan indications. Members of the Cresence team have entered into consultancy agreements 
with the Company and will be involved in preparations for the Phase 2 clinical trials of EGF. 
 
In exchange for the intellectual property, the Company issued 6.5 million common shares to the Sellers upon completion of the transaction 
on June 17, 2022, and has agreed to issue up to an additional 6.0 million common shares subject to the achievement of additional milestones 
as follows: 3.0 million shares are issuable upon the Company’s initiation of a pivotal clinical trial in the U.S. for the first product, and 3.0 
million shares are issuable upon the U.S. FDA approval of any of the Company’s application for the first product. Milestone payments of 
US$1.0 million each will be made upon attaining the second and third FDA approval indication in neurology for a product. A running 
royalty of 1% of net sales is payable for any product until the expiration of a specified royalty period.  
 
The Sellers have agreed that they will not sell any of the common shares issued to them for a period of two years from the closing of the 
transaction. Thereafter, sales will be subject to certain volume limitations.  

 
 
 


