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Independent Auditor's Report

To the Shareholders of Ocumetics Technology Corp.:
Opinion

We have audited the financial statements of Ocumetics Technology Corp. (the "Company"), which comprise the
statement of financial position as at December 31, 2022, and the statements of loss and comprehensive loss, changes
in shareholders' equity and cash flows for the year ended December 31, 2022, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Company as at December 31, 2022, and the results of its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 1in the financial statements, which indicates that the Company has not generated any
revenues from operations, for the year ended December 31, 2022, the Company incurred a net loss and had negative
cash flows from operations and, as at that date, had an accumulated deficit. As stated in Note 1, these events or
conditions, along with other matters as set forth in Note 1, indicate that a material uncertainty exists that may cast
significant doubt on the Company'’s ability to continue as a going concern. Our opinion is not modified in respect of
this matter.

Emphasis of Matter - Restated Comparative Information

We draw attention to Note 12 to the financial statements, which explains that certain comparative information
presented for the year ended December 31, 2021 has been restated. Our opinion is not modified in respect of this
matter.

The financial statements for the year ended December 31, 2021, excluding the adjustments that were applied to
restate certain comparative information, were audited by another auditor who expressed an unmodified opinion on
those financial statements on May 2, 2022.

As part of our audit of the financial statements for the year ended December 31, 2022, we also audited the
adjustments applied to restate certain comparative information presented. In our opinion, such adjustments are
appropriate and have been properly applied.

Other than with respect to the adjustments that were applied to restate certain comparative information, we were
not engaged to audit, review or apply any procedures to the financial statements for the year ended December 31,
2021. Accordingly, we do not express an opinion or any other form of assurance on those financial statements taken
as a whole.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.

In addition to the matter described in the Material Uncertainty Related to Going Concern section, we have
determined the matters described below to be the key audit matters to be communicated in our report.

Capitalization of expenditures related to intangible assets
Key Audit Matter Description

The Company capitalizes certain expenditures related to development of the intraocular lens technology as
intangible assets on the statement of financial position. Management uses significant judgement when determining
when development costs are capitalized and assess whether the expenditures can be reliably measured, the
technology is technically and commercially feasible, future economic benefits are probable and the Company intends
to, and has sufficient resources to, complete development and to use or sell the product. We refer to Notes 3 and 5
for description of the accounting policy, judgement and details of the intangible asset.

We identified the capitalization of development expenditures related to the technology as a key audit matter given
the significance of the intangible asset to the Company and the significant auditor judgement required in evaluating
the Company's assessment of meeting the criteria to capitalize certain costs.

Audit Response

We responded to this matter by performing procedures in relation to assessment of capitalization. Our audit work in
relation to this included, but was not restricted to, the following:

e Obtained an understanding of the Company’s controls and tested the design and implementation of those
controls, including those related to management’s process for reviewing and approving expenditures related to
the technology;

e Evaluated the ability to generate future economic benefits by comparison to current and past business plans and
cash flow projections;

e Evaluated the technical feasibility through assessment of the status and progress of the technology;

e  Evaluated the sufficiency of financial resources to complete the project through review of cash flow projections
and availability of sources of financing; and

e Selected a sample of expenditures capitalized to intangible assets and evaluated whether those costs fulfilled
the capitalization criteria by reviewing supporting documentation such as invoices from third party service
providers.
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Other Information

Management is responsible for the other information. The other information comprises Management's Discussion
and Analysis.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. We obtained Management's
Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we have performed on this
other information, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing the Company's ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
Canadian generally accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
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e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit matters. We
describe these matters in our auditor's report unless law or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this independent auditor's report is Brad Frampton.

Calgary, Alberta

April 21, 2023 Chartered Professional Accountants
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OCUMETICS TECHNOLOGY CORP.

STATEMENTS OF FINANCIAL POSITION

AS AT DECEMBER 31

(Al amounts expressed in Canadian dollars unless indicated otherwise)

2022 2021
$ $
(Restated -Note
12)
Assets
Current assets
Cash 602,087 1,843,116
Amounts receivable 1,266 -
Goods and services tax receivable 40,079 51,839
Prepaid expenses and deposits 29,547 22,785
Total current assets 672,979 1,917,740
Non-current assets
Intangible assets (Note 5) 700,878 736,260
Total assets 1,373,857 2,654,000
Liabilities
Current liabilities
Accounts payable and accrued liabilities (Note 6) 167,356 184,472
Due to related parties (Note 6) 76,754 76,754
244,110 261,226
Non-current liabilities
Due to related parties (Note 6) 292,342 265,713
Total liabilities 536,452 526,939
Shareholders’ equity
Share capital (Note 7) 5,356,195 4,914,570
Commitment to issue shares (Note 11) 45,000 -
Warrants reserve (Note 7) - 19,206
Contributed surplus 970,210 507,338
Deficit (5,534,000) (3,314,053)
Total shareholders’ equity 837,405 2,127,061
Total liabilities and shareholders’ equity 1,373,857 2,654,000

Going concern (Note 1)
Subsequent events (Note 11)

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

Approved and authorized for issuance on behalf of the Board of Directors on April 21, 2023

[s/ Garth Webb [s/ Roger Jewett
Garth Webb, Director Roger Jewett, Director




OCUMETICS TECHNOLOGY CORP.

STATEMENTS OF LOSS AND COMPREHENSIVE LOSS

FOR THE YEAR ENDED DECEMBER 31, 2022 AND 5 MONTHS ENDED DECEMBER 31, 2021
(Al amounts expressed in Canadian dollars unless indicated otherwise)

2021
$
2022 (Restated - Note
$ 12)
Expenses
Consulting fees (Note 6) 706,731 251,224
Research and development 555,700 98,141
Share-based compensation (Note 7) 485,940 241,633
Professional fees (Note 6) 114,480 148,957
Office and general 80,548 29,032
Amortization (Note 5) 102,206 40,074
Marketing 57,730 26,767
Listing costs 39,335 57,316
Patent fees 36,776 755
Accretion (Note 6) 26,629 10,427
Foreign exchange loss 13,872 576
Total expenses 2,219,947 904,902
Loss from operations (2,219,947) (904,902)
Other expenses
Non-cash listing expense (Note 4) - (570,025)
Net loss and comprehensive loss (2,219,947) (1,474,927)
Net loss per share
Basic and diluted (Note 7) (0.02) (0.01)
Weighted average number of common shares
outstanding 109,718,687 103,575,004

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



OCUMETICS TECHNOLOGY CORP.
STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2022 AND 5 MONTHS ENDED DECEMBER 31, 2021

(Al amounts expressed in Canadian dollars unless indicated otherwise)

Commitment
Number of Share to issue Warrants  Contributed Total
Shares Capital shares Reserve surplus Deficit Equity
$ $ $ $ $ $
Balance July 31, 2021 (Restated — Note 12) 80,918,502 1,508,195 - - 256,715  (1,839,126) (74,216)
Shares issued from concurrent private placement 21,604,800 2,700,600 - - - - 2,700,600
Share issuance costs - (54,706) - 19,206 - - (35,500)
Shares issued for services 200,000 25,000 - - - - 25,000
Shares deemed to be issued on RTO 5,540,000 692,500 - - - - 692,500
Fair value of options on RTO - - - - 26,971 - 26,971
Exercise of options 250,000 42,981 - - (17,981) - 25,000
Share-based compensation - - - - 241,633 - 241,633
Net loss for the period - - - - - (1,474927) (1,474,927)
Balance, December 31, 2021 (Restated — Note 12) 108,513,302 4,914,570 - 19,206 507,338 (3,314,053) 2,127,061
Exercise of options 250,000 54,318 - - (23,068) - 31,250
Exercise of warrants 2,428,248 387,307 - (19,206) - - 368,101
Commitment to issue shares - - 45,000 - - - 45,000
Share-based payments - - - - 485,940 - 485,940
Net loss for the year - - - - - (2,219,947)  (2,219,947)
Balance, December 31, 2022 111,191,550 5,356,195 45,000 - 970,210  (5,534,000) 837,405

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



OCUMETICS TECHNOLOGY CORP.
STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2022 AND 5 MONTHS ENDED DECEMBER 31, 2021

(Al amounts expressed in Canadian dollars unless indicated otherwise)

2022 2021
$ $
(Restated —
Note 12)
Cash flows provided by (used in):
Operating activities
Net loss (2,219,947) (1,474,927)
Items not affecting cash:
Amortization (Note 5) 102,206 40,074
Amortization — prepaid expenses - 4,400
Share-based compensation (Note 7) 485,940 241,633
Shares issued for services (Note 7) - 25,000
Listing expense (Note 4) - 570,025
Accretion (Note 6) 26,629 10,427
Changes in non-cash working capital:
Amounts receivable (1,266) 29,975
Goods and Services Tax receivable 11,760 (51,839)
Prepaid expenses and deposits (6,762) (22,785)
Accounts payable and accrued liabilities (17,117) (101,283)
Due to related parties (Note 6) - (292,570)
Net cash used in operating activities (1,618,556) (1,021,870)
Investing activities
Payments for intellectual property (Note 5) (12,229) (46,299)
Payments for patents (Note 5) (54,595) (17,425)
Cash acquired on reverse take-over (Note 4) - 154,710
Net cash (used in) provided by investing activities (66,824) 90,986
Financing activities
Net proceeds from issuance of shares (Note 7) - 2,700,600
Share issuance costs (Note 7) - (35,500)
Commitment to issue shares (Note 11) 45,000 -
Proceeds from warrants exercised (Note 7) 368,101 -
Proceeds from options exercised (Note 7) 31,250 25,000
Cash provided by financing activities 444,351 2,690,100
Change in cash (1,241,029) 1,759,216
Cash, beginning of period 1,843,116 83,900
Cash, end of period 602,087 1,843,116

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



OCUMETICS TECHNOLOGY CORP.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022 AND 5 MONTHS ENDED DECEMBER 31, 2021
(Al amounts expressed in Canadian dollars unless indicated otherwise)

1.

Nature of Operations and Going Concern

Ocumetics Technology Corp. (formerly Quantum Blockchain Technologies Ltd.) (the “Company”) was
incorporated on February 5, 2018 under the Business Corporations Act of Alberta. Its current focus is
to develop an accommodating intraocular lens to eliminate the need for corrective lenses, especially
for people over 45 years of age. The Company’s registered office is located at 1250, 639-51" Avenue
SW, Calgary, Alberta T2P OM9. The Company changed its name from Quantum Blockchain
Technologies Ltd. (“Quantum”) to Ocumetics Technology Corp. on August 27, 2021 and is listed on
the TSX Venture Exchange (the “Exchange”) under the symbol “OTC” as well as the Frankfurt
exchange (FRA: 2QBO) and the OTC QB Market (OTCQB: OTCFF).

As described in Note 4, the Company completed its amalgamation transaction (the “Transaction”) with
Ocumetics Technology Corp. (“Ocumetics”) pursuant to an amended and restated amalgamation
agreement dated July 23, 2021 (the “Amalgamation Agreement”). The Transaction was completed by
way of a share exchange between the shareholders of Quantum and Ocumetics. In exchange for
100% of the issued and outstanding shares of Ocumetics, the shareholders of Ocumetics received an
aggregate of 80,918,496 common shares of the Company. The Transaction was completed on August
27, 2021 and constituted a reverse take-over acquisition (“RTQ”). Ocumetics has been identified for
accounting purposes as the acquirer, and accordingly, the Company is considered to be a continuation
of Ocumetics, and the net assets of Quantum at the date of the RTO are deemed to have been
acquired by Ocumetics (Note 4).

These financial statements have been prepared on the going concern basis, which assumes that the
Company will be able to realize its assets and discharge its liabilities in the normal course of business.
As at December 31, 2022, the Company has not generated any revenues from operations and for the
year ended December 31, 2022 has incurred a net loss of $2,219,947 and negative cash flows from
operations of $1,618,556, and has an accumulated deficit of $5,534,000. These factors indicate the
existence of a material uncertainty that may cast significant doubt on the Company’s ability to continue
as a going concern. The continuation of the Company as a going concern is dependent upon the
continued financial support from its shareholders, the ability to raise equity or debt financing, and the
attainment of profitable operations from the Company's future business. These financial statements
do not include any adjustments to the recoverability and classification of recorded asset amounts and
classification of liabilities that might be necessary should the Company be unable to continue as a
going concern, such adjustment could be material.

Basis of Presentation

(a) Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and
interpretations of the International Financial Reporting Interpretations Committee (“IFRIC").

The principal accounting policies applied in the preparation of these financial statements are set
out below. These policies have been consistently applied to all periods presented.

These financial statements were authorized for issue by the Board of Directors on April 21, 2023.
(b) Basis of preparation

The financial statements of the Company have been prepared on an accrual basis and are based
on historical costs, except for certain financial assets and liabilities measured at fair value. The
functional and presentation currency of the Company is the Canadian dollar.

The preparation of the financial statements requires that management make estimates, judgment,
and assumptions based on available information. Accordingly, actual results may differ from
estimates as future confirming events occur. Significant estimates and judgments used in the
preparation of the financial statements are disclosed in note 3.



OCUMETICS TECHNOLOGY CORP.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022 AND 5 MONTHS ENDED DECEMBER 31, 2021
(Al amounts expressed in Canadian dollars unless indicated otherwise)

3. Significant Accounting Policies

(a) Significant accounting estimates and judgments

The preparation of these financial statements in conformity with IFRS requires the Company’s
management to make judgments, estimates, and assumptions that affect the application of
accounting policies and reported amounts of assets, liabilities, revenues, and expenses. Actual

results may differ from these estimates.

Estimates, judgements, and underlying assumptions are reviewed on an ongoing basis and are
based on management’s experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. Revisions to accounting estimates are

recognized in the period in which the estimate is revised and in any future periods affected.

Estimates

Critical estimates exercised in applying accounting policies that have the most significant effect on

the amounts recognized in the financial statements are as follows:

Share-based payment transactions

The Company uses the Black-Scholes Option Pricing Model to determine the fair value of stock
options and standalone share purchase warrants issued. This model requires the input of
subjective assumptions including expected share price volatility, interest rate, and forfeiture rate.
Changes in the input assumptions can materially affect the fair value estimate and the Company’s

earnings (loss) and equity reserves.

Taxes

Provisions for taxes are made using the best estimate of the amount expected to be paid based
on a qualitative assessment of all relevant factors. The Company reviews the adequacy of these
provisions at the end of the reporting period. However, it is possible that at some future date an
additional liability could result from audits by taxing authorities. Where the final outcome of these
tax-related matters is different from the amounts that were initially recorded, such differences will

affect the tax provisions in the period in which such determination is made.

Useful lives of intangible assets

Following initial recognition, the Company carries the value of intangible assets at cost less
accumulated amortization and any accumulated impairment losses. Amortization is recorded on a
straight-line basis based upon management’s estimate of the useful life and residual value. The
estimates are reviewed at least annually and are updated if expectations change as a result of

technical obsolescence or legal and other limits to use.

Market interest rate

The Company makes estimates relating to the selection of an appropriate market rate of interest

to discount non-interest or low interest rate loans.

Judgments

The key areas of judgment that have a significant risk of causing material adjustment to the

amounts recognized in the financial statements are:

Going concern

The assessment of the Company’s ability to continue as a going concern involves management
judgement about the Company’s resources and future prospects. In assessing whether this
assumption is appropriate, management takes into account all available information about the
future, which is at least, but not limited to, 12 months from the end of the reporting period. This
assessment is based upon planned actions that may or may not occur for a number of reasons

including the Company’s own resources and external market conditions.



OCUMETICS TECHNOLOGY CORP.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022 AND 5 MONTHS ENDED DECEMBER 31, 2021
(Al amounts expressed in Canadian dollars unless indicated otherwise)

3.

Significant Accounting Policies (continued)

(b)

()

(d)

Impairment of intangible assets

The application of the Company’s accounting policy for intangible assets requires judgment in
determining whether it is likely that future economic benefits will flow to the Company, which may
be based on assumptions about future events or circumstances. Estimates and assumptions may
change if new information becomes available. If, after expenditures are capitalized, information

Taxes

The Company recognizes deferred tax assets to the extent that it is probable that future taxable
profits will be available to utilize the Company’s deductible temporary differences which are based
on management’s judgment on the degree of future taxable profits. To the extent that future
taxable profits differ significantly from the estimates impacts the amount of the deferred tax assets
management judges is probable.

Cash

Cash and cash equivalents are comprised of cash in banks and all short-term investments that
are highly liquid in nature, cashable, and have an original maturity date of three months or less.

Intangible assets

Intangible assets including intellectual property are measured at cost less accumulated
amortization and accumulated impairment losses. Initial costs and subsequent costs that increase
the expected future economic benefits incurred under the license agreement and intellectual
property are capitalized and amortized from the date of capitalization on a straight-line basis over
their estimated useful lives determined based on the expiry of the key patents underlying the
intellectual property. Assets that have an indefinite useful life are not subject to amortization and
are tested annually for impairment. If, after expenditures are capitalized, events or changes in
circumstances indicate that the carrying amount may not be recoverable, the amount capitalized
is written off in profit or loss in the period the new information becomes available.

Patents comprises patents which are in the application process and are pending the grant and
registration of the patent. Amortization commences upon successful completion of the patent
application, being the patent grant date.

As at December 31, 2022, the estimated remaining useful life of the intangible assets was
approximately 5.6 years.

Upon retirement or disposal, the cost of the asset disposed of and the related accumulated
amortization are removed from the accounts and any gain or loss is reflected in profit or loss.

Impairment of non-financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date
to determine whether there is any indication of impairment. If such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment
loss. An impairment loss is recognized whenever the carrying amount of an asset or its cash
generating unit exceeds its recoverable amount. Impairment losses are recognized in the
statement of loss and comprehensive loss.

The recoverable amount of assets is the greater of an asset’s fair value less cost to sell and value
in use. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects the current market assessments of the time value
of money and the risks specific to the asset. For an asset that does not generate cash inflows
largely independent of those from other assets, the recoverable amount is determined for the
cash-generating unit to which the asset belongs.

An impairment loss is only reversed if there is an indication that the impairment loss may no longer
exist and there has been a change in the estimates used to determine the recoverable amount,

7



OCUMETICS TECHNOLOGY CORP.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022 AND 5 MONTHS ENDED DECEMBER 31, 2021
(Al amounts expressed in Canadian dollars unless indicated otherwise)

3. Significant Accounting Policies (continued)

however, not to an amount higher than the carrying amount that would have been determined had

no impairment loss been recognized in previous years.

(e) Financial instruments

Financial assets and financial liabilities are recognized when the Company becomes a party to
the contractual provisions of the respective instrument. At initial recognition, the Company
measures a financial asset or a financial liability at its fair value plus or minus, in the case of a
financial asset or a financial liability not at fair value through profit or loss, transaction costs that
are directly attributable to the acquisition or issue of the financial asset or the financial liability.

Financial assets

The Company will classify financial assets as subsequently measured at amortized cost, fair value
through other comprehensive income or fair value through profit or loss, based on its business
model for managing the financial asset and the financial asset's contractual cash flow

characteristics. The three categories are defined as follows:

Amortized cost - a financial asset is measured at amortized cost if both of the following conditions

are met:

- the asset is held within a business model whose objective is to hold assets in order to collect

contractual cash flows; and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are

solely payments of principal and interest on the principal amount outstanding.

The Company’s amounts receivable and goods and services taxes receivable are measured at

amortized cost.

Fair value through other comprehensive income (“FVTOCI”) - financial assets are classified and
measured at FVTOCI if they are held in a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets. The Company does not have any

financial assets classified as FVTOCI.

Fair value through profit or loss (“FVTPL") - any financial assets that are not held in one of the two
business models mentioned are measured at FVTPL. The Company’s cash are classified as

FVTPL.

When, and only when, the Company changes its business model for managing financial assets it

must reclassify all affected financial assets.

Impairment

An ‘expected credit loss’ impairment model applies which requires a loss allowance to be
recognized based on expected credit losses. The estimated present value of future cash flows
associated with the asset is determined and an impairment loss is recognized for the difference
between this amount and the carrying amount as follows: the carrying amount of the asset is
reduced to estimated present value of the future cash flows associated with the asset, discounted
at the financial asset’s original effective interest rate, either directly or through the use of an

allowance account and the resulting loss is recognized in profit or loss for the period.

In a subsequent period, if the amount of the impairment loss related to financial assets measured
at amortized cost decreases, the previously recognized impairment loss is reversed through profit
or loss to the extent that the carrying amount of the investment at the date the impairment is
reversed does not exceed what the amortized cost would have been had the impairment not been

recognized.

For the periods presented, the Company did not record any expected credit loss.



OCUMETICS TECHNOLOGY CORP.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022 AND 5 MONTHS ENDED DECEMBER 31, 2021
(Al amounts expressed in Canadian dollars unless indicated otherwise)

3. Significant Accounting Policies (continued)

Financial liabilities

The Company’s financial liabilities include accounts payable and accrued liabilities and due to
related parties. The Company classifies its financial liabilities into one of two categories, depending
on the purpose for which the asset was acquired. The Company’s accounting policy for each

category is as follows:

FVTPL — This category comprises derivatives or liabilities acquired or incurred principally for the
purpose of selling or repurchasing it in the near term. They are carried in the statements of financial
position at fair value with changes in fair value recognized in the statements of loss and
comprehensive loss. The Company does not have any financial liabilities measured at FVTPL.

Amortized cost — Financial liabilities that are not contingent consideration of an acquirer in a
business combination, held for trading or designated as at FVTPL, are measured at amortized
cost using the effective interest method, with interest expense recognized on an effective yield
basis. The Company’s accounts payable and accrued liabilities and due to related parties are

classified at amortized cost.

After initial recognition, an entity cannot reclassify any financial liability.

(f) Foreign currency translation

The functional and reporting currency is the Canadian dollar. Monetary assets and liabilities
denominated in foreign currencies are translated at the rate of exchange in effect at the statement
of financial position date. Non-monetary items are translated using the historical rate on the date
of the transaction. Revenue and expenses are translated at average rates for the periods. Foreign

exchange gains and losses are included in the statements of loss and comprehensive loss.
(g) Taxes

Current tax

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used
to compute the amount are those that are enacted or substantively enacted, at the reporting date.
Current income tax relating to items recognized directly in other comprehensive income or equity
is recognized in other comprehensive income or equity and not in the statement of loss and
comprehensive loss. Management periodically evaluates positions taken in the tax returns with
respect to situations in which applicable tax regulations are subject to interpretation and

establishes provisions where appropriate.

Deferred tax

Deferred income tax is provided using the statement of financial position method on temporary
differences at the reporting date between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes. The carrying amount of deferred income tax assets is
reviewed at the end of each reporting period and recognized only to the extent that it is probable
that sufficient taxable income will be available to allow all or part of the deferred income tax asset
to be utilized. Deferred income tax assets and liabilities are measured at the tax rates that are
expected to apply to the year when the asset is realized or the liability is settled, based on tax
rates (and tax laws) that have been enacted or substantively enacted by the end of the reporting
period. Deferred income tax assets and deferred income tax liabilities are offset, if a legally
enforceable right exists to set off current tax assets against current income tax liabilities and the

deferred income taxes relate to the same taxable entity and the same taxation authority.
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3. Significant Accounting Policies (continued)

(h) Share-based payments

The grant date fair value of share-based payment awards granted to employees is recognized as
stock-based compensation expense, with a corresponding increase in equity, over the period that
the employees unconditionally become entitled to the awards. The amount recognized as an
expense is adjusted to reflect the number of awards for which the related service and non-market
vesting conditions are expected to be met, such that the amount ultimately recognized as an
expense is based on the number of awards that do meet the related service and non-market
performance conditions at the vesting date. For share-based payment awards with non-vesting
conditions, the grant date fair value of the share-based payment is measured to reflect such

conditions and there is no true-up for differences between expected and actual outcomes.

Where equity instruments are granted to parties other than employees, they are recorded 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.

All equity-settled share-based payments are reflected in stock options reserve, unless exercised.
Upon exercise, shares are issued from treasury and the amount reflected in stock options reserve

is credited to share capital, adjusted for any consideration paid.

(i) Share capital

Financial instruments issued by the Company are classified as equity only to the extent that they
do not meet the definition of a financial liability or financial asset. The Company’s common shares
are classified as equity instruments. Incremental costs directly attributable to the issue of new

shares or options are shown in equity as a deduction, net of tax, from the proceeds.

() Loss per share

Basic loss per share is computed using the weighted average number of common shares
outstanding during the period. The treasury stock method is used for the calculation of diluted loss
per share, whereby all “in the money” stock options and share purchase warrants are assumed to
have been exercised at the beginning of the period and the proceeds from their exercise are
assumed to have been used to purchase common shares at the average market price during the
period. When a loss is incurred during the period, basic and diluted loss per share is the same as

the exercise of stock options and share purchase warrants is considered to be anti-dilutive.

(k) Accounting standards issued but not yet effective

A number of new standards, and amendments to standards and interpretations, are not yet
effective for the period ended December 31, 2022, and have not been early adopted in preparing
these financial statements. These new standards, and amendments to standards and
interpretations are either not applicable or are not expected to have a significant impact on the

Company’s financial statements.

() Research and development costs

Research costs are expensed as incurred. Development expenditures on an individual project are

recognized as an intangible asset when the Company can demonstrate:

- the technical feasibility of completing the intangible asset so that the asset will be available

for use or sale
- its intention to complete and its ability and intention to use or sell the asset
- how the asset will generate future economic benefits
- the availability of resources to complete the asset
- the ability to measure reliably the expenditure during development
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3.

Significant Accounting Policies (continued)

Following initial recognition of the development expenditure as an asset, the asset is carried at
cost less any accumulated amortization and accumulated impairment losses. Amortization of the
asset begins when development is complete, and the asset is available for use. It is amortised
over the period of expected future benefit and is recorded in cost of sales. During the period of
development, the asset is tested for impairment annually.

Reverse Take-Over

On August 27, 2021, the Company and Ocumetics completed the Transaction, which constituted an
RTO. The RTO was completed by way of a share exchange between 100% of the shareholders of
Ocumetics and the Company. Each outstanding common share and preferred share of Ocumetics was
exchanged for three shares of the Company resulting in the issuance of 80,918,496 common shares.
In addition, each of 711,416 share purchase warrants, that were convertible into an Ocumetics
common share, were exchanged for three common share purchase warrants of the Company,
resulting in the issuance of 2,134,248 Common Share purchase warrants. As the common shares and
share purchase warrants of Ocumetics were exchanged on a three-for-one basis with the Company,
historical share information of Ocumetics has been adjusted accordingly throughout these financial
statements, unless noted otherwise.

The Transaction resulted in Ocumetics obtaining control of the combined entity by obtaining control of
governance and management decision-making processes, and the resulting authority to govern the
financial and operating policies of the combined entity. The Transaction has been accounted for as a
reverse acquisition transaction in accordance with IFRS 2, Share-based Payments. The Company did
not meet the definition of a business in accordance with IFRS 3, Business Combinations, as such, the
Transaction does not constitute a business combination.

For accounting purposes, Ocumetics is treated as the accounting parent (legal subsidiary) and the
Company as the accounting subsidiary (legal parent). The fair value of the consideration paid by
Ocumetics, net of transaction costs, less the fair value of net assets of the Company acquired by
Ocumetics, constitutes non-cash listing expense and has been recorded in the statement of loss and
comprehensive loss. These financial statements reflect the assets, liabilities and operations of
Ocumetics since its incorporation and of the Company from August 27, 2021.

The Transaction was measured at the fair value of the shares that Ocumetics would have had to issue
to the shareholders of the Company, being 5,540,000 common shares, to give the shareholders of the
Company the same percentage of equity interest in the combined entity that results from the reverse
acquisition had it taken the legal form of Ocumetics acquiring the Company.

August 27, 2021

$
Consideration paid on RTO:
5,540,000 common shares 692,500
Fair value of 375,000 options deemed issued upon completion of RTO (Note 7(e)) 26,971
Total consideration 719,471
Less fair value of net assets acquired:
Cash 154,710
Prepaid expenses 4,400
Amounts receivable 1,230
Accounts payable (10,894)
Net identifiable assets acquired 149,446
Non-cash listing expense 570,025
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5.

Intangible Assets

On April 12, 2012, Ocumetics entered into an Amended and Restated License Agreement (“License
Agreement”) with Ventura Holding Ltd. (“Ventura”), a related party with certain common shareholders
(Note 6), for the worldwide and exclusive right to utilize novel technologies, comprising intuitive
suspension systems for accommodating and fixed focus lenses and related patents and improvements
(the “Intellectual Property”). The License Agreement set out the consideration as follows:

e an initial lump sum payment of $500,000 which amount shall be paid within 12 months from
the achievement of Commercialization. Under the License Agreement, Commercialization is
achieved when Ocumetics has sold at least 1,000 units per month to paying third-party
customers for at least nine consecutive months, or at least 6,000 units, in the aggregate, over
a nine-month period;

e 5,700,000 Common shares of Ocumetics plus accumulated legal fees and other fees and
expenses relating to the development, registration and maintenance of the Intellectual Property
prior to April 12, 2012;

o from time to time as accrued by Ventura, the total amount of all accumulated legal fees and
other fees and expenses of relating to the development, registration and maintenance of any
Intellectual Property; and,

e an annual royalty of 1% of the Ocumetics net income derived from the rights granted under the
License Agreement to the Intellectual Property, calculated based on the fiscal year of
Ocumetics and payable within two months after the end of each fiscal year in immediately
available funds.

On January 28, 2021, Ocumetics purchased the Intellectual Property from Ventura pursuant to the
Amended and Restated Intellectual Property Transfer Agreement between Ventura and Ocumetics
dated January 28, 2021 (the “IP Transfer Agreement”) for a purchase price of $500,000 that was paid
through the issuance of a non-interest-bearing promissory note secured against the Intellectual
Property (the “Promissory Note”) repayable 12 months after the achievement of Commercialization.
Upon the occurrence of an event of default under the Promissory Note, the Principal Amount shall be
immediately due and payable in full and Ventura shall be entitled to enforce its security. Ocumetics
and Ventura also entered into royalty agreement for the payment to Ventura of royalties of 2% of net
sales derived from the Intellectual Property (the “Royalty Agreement”). The License Agreement was
terminated upon the transfer of the Intellectual Property under the IP Transfer Agreement. The
$500,000 that was due under the License Agreement was replaced by the Promissory Note and the
1% royalty that was due under the License Agreement was replaced by the 2% royalty payable under
the Royalty Agreement. As at December 31, 2022, Ocumetics has not yet derived any income subject
to the royalty fee and as such no liability or commitment has been recorded in this regard.
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5. Intangible Assets (continued)

The following is a continuity schedule of intangible assets:

Intellectual Property Patents Total
$ $ $

Cost:
Balance, July 31, 2021 1,163,943 90,424 1,254,367
Additions 46,299 17,425 63,724
Balance, December 31, 2021 1,210,242 107,849 1,318,091
Additions 12,229 54,595 66,824
Patents granted 12,529 (12,529) -
Balance, December 31, 2022 1,235,000 149,915 1,384,915
Accumulated amortization:
Balance, July 31, 2021 541,757 - 541,757
Additions 40,074 - 40,074
Balance, December 31, 2021 581,831 - 581,831
Additions 102,206 - 102,206
Balance, December 31, 2022 684,037 - 684,037
Net book value:
Balance, July 31, 2021 622,186 90,424 712,610
Balance, December 31, 2021 628,411 107,849 736,260
Balance, December 31, 2022 550,963 149,915 700,878

6. 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 financial and operating decisions.
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.

Key management compensation

The Company has identified its directors and certain senior officers of the Company, who have the
authority and responsibility for planning, directing and controlling the activities of the Company, as key
management personnel. All related party transactions were incurred in the normal course of operations
and initially recorded at fair value.

Year Ended Five Months Ended
December 31, 2022 December 31, 2021

$ $

Consulting fees, Chief Executive Officer 84,000 24,000
Consulting fees, Chief Scientific Officer 84,000 37,800
Consulting fees, Chief Financial Officer (*) 102,850 54,170
Consulting fees, Chief Medical Officer 196,952 37,800
Consulting fees, Director 84,000 -
Professional fees - 22,000
Share-based compensation 485,940 229,759
1,059,742 405,529

* For the year ended December 31, 2022, additional accounting services fees in the amount of $34,235
were paid to a company controlled by the Chief Financial Officer (five months ended December 31,
2021 - $3,570).

13
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6. Related Party Transactions and Balances (continued)

In addition to the transactions above, the Company incurred legal fees in the amount of $53,520 for
the year ended December 31, 2022 (five months ended December 31, 2021 - $81,896) with a legal
firm, one of whose partners is the spouse of the CFO of the Company.

Summary of related party balances:

Other than the promissory note (Note 5), all amounts due to related parties are unsecured, non-interest
bearing and have no fixed terms of repayment.

December 31, 2022 December 31, 2021

$ $

(Restated — Note 12)

Due to Ventura (Note 5) 369,096 342,467
Due to Chief Financial Officer * 11,033 22,246
Due to Chief Medical Officer * - 37,867
380,129 402,580

* Included in accounts payable and accrued liabilities.

As at December 31, 2022, apart from the balance stated above, $3,135 (December 31, 2021 - $26,368)
is payable to a legal firm, one of whose partners is the spouse of the Chief Financial Officer of the
Company. This amount is included in accounts payable and accrued liabilities.

As at December 31, 2022, $292,342 of the amount due to Ventura has been presented as non-current
(December 31, 2021 - $265,713) as management does not expect that Commercialization (Note 5)
will take place within 12 months after the reporting period. The loan is secured by the related
intellectual property. The amount due represents the $500,000 promissory note, discounted at 9.59%,
being a market rate of interest of similar debt on the date of issuance, which resulted in a capital
contribution of $256,715 on the date of issuance. During the year ended December 31, 2022, accretion
was recorded on the loan for $26,629 (December 31, 2021 - $10,427).

7. Share Capital
(a) Authorized Share Capital
At December 31, 2022, the Company had the following authorized capital:

e Unlimited number of voting common shares
(b) Issued Share Capital
During the five month period ended December 31, 2021, the Company issued the following shares:

(i) On August 27, 2021, concurrent with the RTO transaction, the Company completed a private
placement of an aggregate of 21,604,800 common shares at a price of $0.125 per share for
total gross proceeds of $2,700,600 and issued 200,000 common shares to Haywood
Securities Inc. in exchange for its services as the sponsor. The Company paid finders fees
consisting of cash commissions of $36,750 and warrants to purchase 294,000 common shares
of the Company at a price of $0.125 per common share for 24 months.

(i) 250,000 stock options were exercised at a price of $0.10 for proceeds of $25,000.
During the year ended December 31, 2022, the Company issued the following shares:
(iii) 250,000 stock options were exercised at a price of $0.125 for proceeds of $31,250.

(iv) 2,428,248 warrants were exercised at prices ranging from $0.092 to $0.20 for proceeds of
$368,101.
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7. Share Capital (continued)

(c) Escrowed

The Company is subject to the Exchange escrow requirements. In conjunction with completion of
the RTO on August 27, 2021, the Company had the following securities escrowed and released:

Description Officers and Seed share Quantum  Total shares

directors restrictions shares escrowed
Escrowed August 27, 2021 56,250,000 17,400,000 2,500,000 76,150,000
Released August 27/31, 2021 (5,625,000) (1,740,003) (625,000) (7,990,003)
Balance, December 31, 2021 50,625,000 15,659,997 1,875,000 68,159,997
Released Feb 27/28, 2022 (8,437,500) (2,610,003) (625,000) (11,672,503)
Released Aug 27/31, 2022 (8,437,500) (2,610,003) (625,000) (11,672,503)
Balance, December 31, 2022 33,750,000 10,439,991 625,000 44,814,991

The escrowed officer, director and seed shares are releasable from escrow as follows:
e 10% - upon receipt of Exchange Bulletin (released August 27, 2021 / August 31, 2021)
15% - February 27/February 28, 2022 (released)
15% - August 27/August 31, 2022 (released)
15% - February 27/February 28, 2023
15% - August 27/August 31, 2023
15% - February 27/February 29, 2024
15% - August 27/August 31, 2024

The escrowed Quantum shares are releasable from escrow as follows:

25% - upon receipt of Exchange Bulletin (released August 27, 2021)
25% - February 27, 2022 (released)

25% - August 27, 2022 (released)

25% - February 27, 2023

(d) Warrants
A continuity schedule of share purchase warrants outstanding is as follows:

Number Weighted Average Exercise

Price ($)

Balance, July 31, 2021 2,134,248 0.155
Issued as finders fee 294,000 0.125
Balance, December 31, 2021 2,428,248 0.152
Exercised (2,428,248) 0.152

Balance, December 31, 2022

The Company calculated the fair value of the 294,000 share purchase warrants granted on August
27, 2021 using the Black-Scholes pricing model using the following assumptions:

Five Months Ended
December 31, 2021

Share-price $0.125
Risk-free interest rate 0.44%
Expected volatility 100%
Dividend yield 0%
Expected life of each warrant granted 2 years
Estimated forfeiture rate 0%
Fair value per warrant $0.07

The fair value of the 294,000 share purchase warrants granted on August 27, 2021 was $19,206.
15
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7. Share Capital (continued)

(e) Options

The Company has adopted an incentive stock option plan in accordance with the policies of the
Exchange (the "Stock Option Plan") which provides that the Board of Directors of the Company
may from time to time, in its discretion, grant to directors, officers, employees and consultants
of the Company non-transferable options to purchase common shares, provided that the
number of common shares reserved for issuance under the Stock Option Plan shall not exceed
ten percent (10%) of the issued and outstanding common shares. The Stock Option Plan
provides that options shall be exercisable for the duration set out in the individual option
agreements, which in no event shall exceed ten (10) years from the date such options are
granted. In addition, the number of common shares reserved for issuance to any one person
shall not exceed five percent (5%) of the issued and outstanding common shares and the
number of common shares reserved for issuance to any one consultant will not exceed two
percent (2%) of the issued and outstanding common shares. The Board of Directors determines
the price per common share and the number of common shares which may be allocated to each
director, officer, employee and consultant and all other terms and conditions of the option,
subject to the rules of the Exchange.

A continuity schedule of share purchase options outstanding is as follows:

Description Number  Weighted Average

of Options Exercise Price

$

Balance, July 31, 2021 - -
Quantum options on RTO (Note 4) 375,000 0.100
Granted 9,412,117 0.152
Exercised (250,000) 0.100
Balance, December 31, 2021 9,537,117 0.152
Exercised (250,000) 0.125
Balance, December 31, 2022 9,287,117 0.152
Exercisable, December 31, 2022 2,879,938 0.137

As at December 31, 2022, the Company had the following outstanding share purchase options:

Number of Number of Options Weighted Average Expiry date
Options Outstanding Exercisable Exercise Price ($)
125,000 125,000 0.100 August 29, 2023
8,620,800 2,673,740 0.125 August 27, 2026
541,317 81,198 0.600 November 24, 2026
9,287,117 2,879,938 0.152

On August 29, 2018, Quantum issued 375,000 incentive stock options under its stock option plan
to directors and officers of Quantum. The options, which vested immediately, may be exercised at
a price of $0.10 per common share for a period of five years from the date of the agreement. On
August 27, 2021, the Company was deemed to issue these options for accounting purposes and
recognized the estimated fair value of $26,971 on that date as consideration upon completion of
the RTO (Note 4).

On August 27, 2021, the Company issued 8,870,800 incentive stock options to directors, officers
and consultants pursuant to the terms of the stock option plan of the Company. Each option entitles
the holder thereof to purchase one common share in the capital of the Company, at an exercise
price per common share of $0.125 for a period of five years. 125,000 of the stock options vested
immediately, 250,000 will vest 50% in 6 months and 50% in 12 months, and the balance will vest
over a period of three years, with 15% of the options vesting 6 months after the date of issuance,
another 15% vesting after 12 months, another 35% after 24 months and the remaining 35% after
36 months.
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7. Share Capital (continued)

The Company estimated the fair value of the 8,870,800 incentive stock options granted on August
27, 2021 using the Black-Scholes pricing model using the following assumptions:

Five Months Ended
December 31, 2021

Share-price $0.125
Risk-free interest rate 0.85%
Expected volatility 99%
Dividend yield 0%
Expected life of each option granted 5 years
Estimated forfeiture rate 0%
Estimated fair value per option $0.09

On November 24, 2021, the Company issued 541,347 incentive stock options to directors, officers
and consultants pursuant to the terms of the stock option plan of the Company. Each option entitles
the holder thereof to purchase one common share in the capital of the Company, at an exercise
price per common share of $0.60 for a period of five years. The stock options will vest over a period
of three years, with 15% of the options vesting 6 months after the date of issuance, another 15%
vesting after 12 months, another 35% after 24 months and the remaining 35% after 36 months.

The Company estimated the fair value of the 541,347 incentive stock options granted on November
24, 2021 using the Black-Scholes pricing model using the following assumptions:

Five Months Ended
December 31, 2021

Share-price $0.60
Risk-free interest rate 1.55%
Expected volatility 99%
Dividend yield 0%
Expected life of each option granted 5 years
Estimated forfeiture rate 0%
Fair value per option $0.45

The Company recognized $485,940 of stock-based compensation expense during the year ended
December 31, 2022 (five months ended December 31 - $241,633).

At December 31, 2022, the weighted average remaining contractual life of the outstanding options
is 3.63 years (December 31, 2021 — 4.67 years).

() Loss per share

The calculation of weighted average shares outstanding for the diluted loss per share calculation
excludes the impact of the options and warrants outstanding as at December 31, 2022 and 2021
as the effect is anti-dilutive.

8. Capital Risk Management

The capital structure of the Company consists of all components of shareholders’ equity. The
Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a
going concern, to provide an adequate return to shareholders, to meet external capital requirements
on the Company’s debt and credit facilities and preserve financial flexibility in order to benefit from
potential opportunities that may arise.
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8.

Capital Risk Management (continued)

The Company manages its capital structure and makes adjustments to it in light of economic
conditions. The Company, upon approval from its Board of Directors, will balance its overall capital
structure through new share issuances or by undertaking other activities as deemed appropriate under
the specific circumstances.

The Company is not subject to externally imposed capital requirements. There has been no change in
the Company’s approach to capital management during the year ended December 31, 2022.

Financial Instruments and Risk Management

The Company, as part of its operations, carries financial instruments consisting of cash, amounts
receivable, accounts payable and accrued liabilities, and due to related parties. It is management's
opinion that the Company is not exposed to significant credit, interest, or currency risks arising from
these financial instruments except as otherwise disclosed.

Fair values and classification

Fair value represents the price at which a financial instrument could be exchanged in an orderly
market, in an arm's length transaction between knowledgeable and willing parties who are under no
compulsion to act. Financial instruments measured at fair value are classified into one of three levels
in the fair value hierarchy according to the relative reliability of the inputs used to estimate the fair
values. The three levels of the fair value hierarchy are:

i. Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities;
ii. Level 2 — Inputs other than quoted prices that are observable for the asset or liability either
directly or indirectly; and
iii. Level 3 — Unobservable inputs that are supported by little or no market activity, therefore
requiring an entity to develop its own assumptions about the assumption that market
participants would use in pricing.

The fair values of cash, amounts receivable, accounts payable and accrued liabilities and current
portion of due to related parties approximates their carrying values due to the relatively short-term
maturity of these instruments. The carrying value of the long-term portion of due to related parties
approximates fair value due to the market rate of interest utilized in the calculation. Cash is measured
at fair value on a recurring basis using level 1 inputs.

Financial instrument risk exposure

The Company’s financial instruments are exposed to certain financial risks, including credit risk,
currency risk, interest risk and liquidity risk.

(a) Creditrisk

Financial instruments that potentially subject the Company to a concentration of credit risk consist
primarily of cash and amounts receivable The Company limits its exposure to credit loss by placing
its cash with high credit quality financial institutions. The majority of amounts receivable is due
from the Government of Canada and has limited credit risk. The Company has not experienced
any significant credit losses and believes it is not exposed to any significant credit risk. The
Company’s maximum credit risk is equal to the carrying value of cash and amounts receivable at
December 31, 2022 and December 31, 2021.

(b) Currency risk

The Company's assets, liabilities, and expenses are denominated primarily in Canadian dollars.
The Company's corporate office is based in Canada and current exposure to rate fluctuations is
minimal. The Company does not have significant foreign currency denominated monetary
liabilities.
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9. Financial Instruments and Risk Management (continued)

(c) Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Company manages its interest rate risk
by maximizing the interest earned on excess funds while maintaining the liquidity necessary to

fund daily operations. The Company is not exposed to significant interest rate risk.
(d) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they
fall due. The Company currently settles its financial obligations out of cash. The ability to do this
relies on the Company raising debt or equity financing in a timely manner and by maintaining
sufficient cash in excess of anticipated needs. The Company’s accounts payable and accrued
liabilities, and due to related parties have contractual maturities of 30 days or are due on demand

and are subject to normal trade terms.

10. Taxes

A reconciliation of income taxes at statutory rates with the reported taxes is as follows:

Five Months Ended
Year ended December 31,

December 31,

2021

2022 (Restated - Note

12)
$ $
Net loss before income taxes (2,219,947) (1,474,927)
Canadian statutory income tax rate 27% 27.00%
Expected income tax recovery at statutory rate (599,386) (398,230)
Tax effect of:
Permanent differences and others 131,204 201,886
Change in unrecognized deferred income tax assets 468,182 196,344
Income tax recovery - -
Deferred tax assets have not been recognized in respect to the following gross temporary
differences because it is not probable that they will be utilized:
December 31, December 31,
2022 2021
$ $
Non-capital losses carried forward 3,197,000 1,580,000
Intangible assets 684,000 581,000
Share issuance costs 21,000 28,000
Net deferred income tax assets 3,902,000 2,189,000

The Company’s non-capital losses are available to reduce future taxable income and will commence

to expire in fiscal 2033.
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11.

12.

Subsequent Event

On February 1, 2023, the Company completed a private placement of 1,493,574 units (“Units”) at a
price of $0.45 per Unit for gross proceeds of $672,108.15. Each Unit consists of one common share
in the share capital of the Company (“Common Share”) and one-half of one common share purchase
warrant. Each whole warrant (“Warrant”) entitles the holder to purchase one additional Common Share
at an exercise price of $0.90 for a period of two years from the date of issuance of the Warrant.

Restatement of Financial Results

Management has determined that the measurement of the long-term related party payable did not
include a market rate of interest at inception, which was during the year ended July 31, 2021. This
resulted in the prior year's long-term related party payable being overstated. The impact to the
December 31, 2021 financial statements of the correction is as follows:

Statement of loss and comprehensive loss As
previously
reported Adjustment As restated
Accretion - 10,427 10,427
Total expenses 894,475 10,427 904,902
Net loss and comprehensive loss (1,464,500) (10,427) (1,474,927)
Net loss per share (0.01) (0.01)
Statement of financial position As
previously
reported  Adjustment As restated
Due to related parties 500,000 (234,287) 265,713
Contributed surplus 250,623 256,715 507,338
Deficit (3,291,625) (22,428) (3,314,053)
Total liabilities and shareholders’ equity 2,654,000 - 2,654,000
Statement of cash flows As
previously
reported  Adjustment As restated
Cash provided by (used for):
Operating activities:
Net loss (1,464,500) (10,427) (1,474,927)
Accretion - 10,427 10,427
Net cash used in operating activities (1,021,870) - (1,021,870)

In addition to the adjustments to the period ended December 31, 2021, as at August 1, 2021, deficit
was increased by $12,000 and due to related parties was decreased and contributed surplus
increased by $256,715 relating to the above noted item.
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