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INDEPENDENT AUDITOR'S REPORT 

To the Shareholders of Aequus Pharmaceuticals Inc. 

Opinion 

We have audited the consolidated financial statements of Aequus Pharmaceuticals Inc. (the “Company”), which 
comprise the consolidated statements of financial position as at December 31, 2021 and 2020, and the consolidated 
statements of loss and comprehensive loss, changes in shareholders’ equity and cash flows for the years then ended, 
and notes to the consolidated financial statements, including a summary of significant accounting policies (collectively 
referred to as the “financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of 
the Company as at December 31, 2021 and 2020, and its financial performance and its cash flows for the years 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 1 to the financial statements, which describes events or conditions that indicate the existence 
of a material uncertainty 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. 

Other Information 

Management is responsible for the other information. The other information comprises the information included in 
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 identified 
above 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, 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. 

• 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. 

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

• 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. 

• 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. 

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

  

DALE MATHESON CARR-HILTON LABONTE LLP 
CHARTERED PROFESSIONAL ACCOUNTANTS 
Vancouver, BC  

June 30, 2022 

 

                                                      



 

1 
 

AEQUUS PHARMACEUTICALS INC. 
 
// CONSOLIDATED STATEMENTS OF FINANCIAL POSITION  
    (Expressed in Canadian dollars) 

 Note  
December 31, 

2021 
$ 

December 31, 
2020 

$ 
ASSETS     
   Current     

Cash and cash equivalents 4   2,436,431  1,718,869 
Inventory 5, 19   139,826  123,322 
Amounts receivable     941,079  779,514 
Prepaid expenses   75,639 146,691 

   3,592,975 2,768,396 
     Convertible promissory note 6  512,840 - 

Property and equipment  7  12,765 16,996 
Right-of-use lease asset, net 9   229,535  349,292 

Total assets   4,348,115 3,134,684 
     
LIABILITIES AND SHAREHOLDERS’ EQUITY 
LIABILITIES      
   Current     

Accounts payable 13   157,109  160,868 
Accrued liabilities 13  221,665 76,254 
Lease liability  10   150,881  147,201 
Convertible debt 11  1,927,413 - 

   2,457,068 384,323 
     CEBA Loan 12  26,087 22,684 
Lease liability 10  75,895 199,276 
Convertible debt  11  - 1,954,447 
Total liabilities   2,559,050 2,560,730 
     
SHAREHOLDERS’ EQUITY     
Share capital  14  23,990,904 21,172,054 
Reserves   4,307,643 4,101,790 
Deficit   (26,509,482) (24,699,890) 
Total shareholders’ equity    1,789,065 573,954 

Total liabilities and shareholders’ equity    4,348,115 3,134,684 
Nature of operations and going concern (Note 1) 
Commitments (Note 15) 
Subsequent events (Note 1, 14c, 14d and 20) 
 
These consolidated financial statements were approved for issue by the Board of Directors on June 30, 2022 and 
signed on its behalf by: 
 
“Douglas Janzen”   “Christopher Clark”   
Director                                               Director 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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AEQUUS PHARMACEUTICALS INC. 
 
// CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS 
    (Expressed in Canadian dollars) 
 

 

Note 

  
 Year Ended Year Ended 
 December 31, December 31, 
 2021 2020 
 $ $ 
Revenue    
 Promotional services 19 2,610,826 2,592,613 
 Product sales  103,872 - 
  2,714,698 2,592,613 
Cost of goods sold 5 25,779 - 
  2,688,919 2,592,613 
    
Expenses    

 Research and development 16  296,848  54,608 
 Sales and marketing 16  2,190,592  1,547,773 
 General and administration 16 2,023,773 2,055,221 

   4,511,213 3,657,602 
     
Loss before other income (loss)   (1,822,294) (1,064,989) 
     
Other income (loss)    

 Interest income 4 13,184 4,534 
 Income from government assistance 12 - 19,292 
 Foreign exchange loss  (482) (4,197) 

   12,702 19,629 
     
Net loss and comprehensive loss  (1,809,592) (1,045,360) 
     
Basic and diluted loss per common share  (0.01) (0.01) 
     
Weighted average number of common shares outstanding – basic and 
diluted  128,849,859 93,180,709 

 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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AEQUUS PHARMACEUTICALS INC. 
 
// CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 
    (Expressed in Canadian dollars) 
 

 Common Shares Reserves Deficit Total 

  Number $ $ $ $ 

Balance, December 31, 2019 80,437,970 19,082,670 3,694,766 (23,654,530) (877,094) 

Share-based payments - - 297,643 - 297,643 

Shares issued for cash pursuant to financing 31,250,000 2,500,000 - - 2,500,000 

Share issuance costs - (455,593) 111,008 - (344,585) 

Shares issued – conversion of convertible debt 228,570 48,000 - - 48,000 

Convertible debt - (3,023) (1,627) - (4,650) 

Net loss for the year - - - (1,045,360) (1,045,360) 

Balance, December 31, 2020 111,916,540 21,172,054 4,101,790 (24,699,890) 573,954 

Share-based payments - - 215,757 - 215,757 

Private placement 6,666,666 1,000,000 - - 1,000,000 

Share issuance costs - (5,750) - - (5,750) 

Warrant exercised 12,660,750 1,550,990 - - 1,550,990 

Shares issued – conversion of convertible debt 1,390,475 292,000 - - 292,000 

Convertible debt  - (18,390) (9,904) - (28,294) 

Net loss for the year - - - (1,809,592) (1,809,592) 

Balance, December 31, 2021 132,634,431 23,990,904 4,307,643 (26,509,482) 1,789,065 
 
 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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AEQUUS PHARMACEUTICALS INC. 
 
// CONSOLIDATED STATEMENTS OF CASH FLOWS 
    (Expressed in Canadian dollars) 
   Year Ended Year Ended 
   December 31, December 31, 
   2021 2020 
   $ $ 
OPERATING ACTIVITIES     
Net loss    (1,809,592) (1,045,360) 

Add items not affecting cash:     
Accretion expense    240,076 234,409 
Depreciation of property and equipment   8,352 6,414 
Depreciation of intangible assets   - 84,795 
Depreciation of right-of-use asset     119,757 119,757 
Income from government assistance   - (19,292) 
Gain in foreign exchange on promissory note   (3,280) - 
Interest expense   27,807 38,431 
Share-based payments   215,757 297,643 

   (1,201,123) (283,203) 
Changes in non-cash working capital items relating to operations:     

Inventory   (16,504) (117,893) 
Amounts receivable   (161,565) (223,218) 
Prepaid expenses    71,052 (85,188) 
Interest receivable on promissory note   (5,720) - 
Accounts payable and accrued liabilities   141,651 (95,406) 

Cash used in operating activities   (1,172,209) (804,908) 
     
INVESTING ACTIVITIES     

 Purchase of property and equipment   (4,121) (12,317) 
Investment in convertible promissory note   (503,840) - 

Cash used in investing activities   (507,961) (12,317) 
     
FINANCING ACTIVITIES     

Issuance of common shares, net of issuance costs   2,545,240 2,155,415 
COVID-19 relief line of credit   - 40,000 
Payments of lease obligation   (147,508) (143,827) 

Cash provided by financing activities   2,397,732 2,051,588 
     
Increase in cash and cash equivalents   717,562 1,234,363 
Cash and cash equivalents, beginning  1,718,869 484,506 
Cash and cash equivalents, ending    2,436,431 1,718,869 
 
Non-cash transactions:     
Fair value of broker’s warrants   - 111,008 
Conversion of bonds into common shares   263,708 43,350 

 
The accompanying notes are an integral part of these consolidated financial statements.  
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1. NATURE OF OPERATIONS AND GOING CONCERN // 
 
Aequus Pharmaceuticals Inc. (the “Company”) was incorporated under the Business Corporations Act (British 
Columbia) on January 3, 2013 and is a public company listed on the TSX Venture Exchange (the “Exchange”) under 
the symbol “AQS”. The Company is a specialty pharmaceutical company with a sales force that currently markets third 
party or exclusively licensed products for which the Company receives revenues from direct product sales and profit 
share arrangements.  
 
The Company’s registered and records office is located at Suite 2600, 595 Burrard Street, Vancouver, British 
Columbia, Canada, V7X 1L3, and its head office is located at Suite 2820, 200 Granville Street, Vancouver, British 
Columbia, Canada, V6C 1S4.  
 
These consolidated financial statements have been prepared under the assumption that the Company will continue as 
a going concern. The going concern basis of presentation assumes that the Company will be able to meet its 
obligations and continue its operations for the foreseeable future and be able to realize its assets and discharge its 
liabilities and commitments in the normal course of business. Realization values may be substantially different from 
the carrying values as shown. These consolidated financial statements do not give effect to adjustments that would be 
necessary to the carrying values and classifications of assets and liabilities should the Company be unable to continue 
as a going concern.  
 
The global impact of COVID-19 and the Ukraine war has resulted in a great deal of volatility and uncertainty in the 
financial markets, global economy and related supply chains. The financial markets have recovered from their lows 
although the negative impact from COVID-19 on the Company’s financial results remains high and cannot be estimated 
at this time. 
 
The Company has incurred losses and negative operating cash flows since its inception. As of December 31, 2021, 
the Company has accumulated a deficit of $26,509,482. The Company will require further financing to meet its financial 
obligations to repay the convertible debt which matured on May 2, 2022 and sustain its operations in the normal 
course of business. These factors indicate the existence of a material uncertainty that may cast significant doubt about 
the Company’s ability to continue as a going concern. The Company’s ability to meet its long-term business strategy 
depends on its ability to obtain additional equity debt or equity financing and to generate operational cash flow from 
commercial services revenue. The Company may not be able to raise additional financing on terms agreeable to the 
Company, or at all. 
 
Subsequent to December 31, 2021, the Company agreed to an extension with amended terms for its promotional 
service agreement with Sandoz on Tacrolimus immediate release to December 31, 2022 (Note 8). The profit share 
calculation for Tacrolimus is significantly lower than the current agreement and includes new performance milestones. 
 

2. BASIS OF PRESENTATION // 
 
[a] Statement of compliance  
 
These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”), and interpretations issued by 
the International Financial Reporting Interpretation Committee (“IFRIC”) effective for the year ended December 31, 
2021. 
 
These consolidated financial statements were approved by the Company’s Board of Directors on June 30, 2022.  
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2.  BASIS OF PRESENTATION (CONTINUED) 
 

[b] Basis of measurement  
 
These  consolidated  financial statements have been prepared on a historical cost basis, except for the revaluation of 
certain financial assets and financial liabilities to fair value. 

 
[c] Functional and foreign currency  
 
These  consolidated  financial statements are presented in Canadian dollars, which is the Company’s functional 
currency. Foreign currency transactions are translated into Canadian dollars using the exchange rates at the date of 
the transactions. Foreign exchange gains or losses resulting from the settlement of transactions and from the 
translation at year-end rates of monetary assets and liabilities denominated in foreign currencies are recognized in net 
income or loss. 
 
[d] Significant accounting estimates and judgments  
 
The preparation of these consolidated financial statements in compliance with adopted IFRS requires management to 
make certain estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at the 
date of the consolidated financial statements and reported amounts of expenses during the reporting period. Actual 
outcomes could differ from these estimates. These consolidated financial statements include estimates that, by their 
nature, are uncertain. The impacts of such estimates are pervasive throughout the consolidated financial statements 
and may require accounting adjustments based on future occurrences. Revisions to accounting estimates are 
recognized in the period in which the estimate is revised and future periods if the revision affects both current and 
future periods. These estimates are based on historical experience, current and future economic conditions, and other 
factors, including expectations of future events that are believed to be reasonable under the circumstances. The 
Company reviews its estimates and underlying assumptions on an ongoing basis. 
 
CRITICAL JUDGMENTS 
 
The following are critical judgments that management has made in the process of applying accounting policies and 
that have the most significant effect on the amounts recognized in the consolidated financial statements: 
 
i. Research costs are recognized as an expense when incurred, but development costs may be capitalized as 

intangible assets if certain conditions are met, as described in International Accounting Standard (“IAS”) 38 
Intangible Assets. Management has determined that development costs do not meet the conditions for 
capitalization under IAS 38, and all research and development costs have been expensed. 
 

ii. Management is required to assess the functional currency of the Company and its subsidiary, Aequus Pharma 
(Canada) Ltd., formerly TeOra Health Ltd. (“TeOra”). In concluding that the Canadian dollar is the functional 
currency of the Company and its subsidiary, management considered the currency that mainly influences the 
operating expenditures in the jurisdiction in which the Company and its subsidiary operate.  
 

iii. The determination of categories of financial assets and financial liabilities has been identified as an accounting 
policy, which involves judgments or assessments made by management.  
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2.  BASIS OF PRESENTATION (CONTINUED) 
 
 [d]  Significant accounting estimates and judgments (continued) 

 
iv. Management is required to determine whether the going concern assumption is appropriate for the Company at 

the end of each reporting period. Considerations taken into account include available information about the future, 
including the availability of financing and revenue projection, as well as the current working capital balance and 
future commitments of the Company. 

 
ESTIMATION UNCERTAINTY  
 
The following are key assumptions concerning the future and other key sources of estimation uncertainty that have a 
significant risk of resulting in a material adjustment to the carrying amounts of assets and liabilities within the next 
financial year: 
 
i. Provisions for income 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 taxation authorities. Where the final outcome of these tax-related matters is different from the amounts 
that were originally recorded, such differences will affect the tax provisions in the period in which such 
determination is made. 
 

ii. The fair value of accrued liabilities at the time of initial recognition is made using the best estimate of the amount 
expected to be paid based on a qualitative assessment of all relevant factors.  
 

iii. Intangible assets are carried at cost less any accumulated amortization and accumulated impairment losses. 
Amortization is calculated using management’s best estimate of the useful life of the intangible assets. 
Determination of impairment loss is subject to management’s assessment if there is any indication of a possible 
write-down, and if so, the determination of recoverable value based on discounted future cash flows of the 
intangible assets. The carrying amount of intangible assets does not necessarily reflect present or future value 
and the ultimate amount recoverable will be dependent upon the successful commercialization of products based 
on these underlying technologies.  
 

iv. Promotional services revenues are recognized based on a calculation of estimated profits using actual third party 
sales figures. Changes in estimates of revenues, including changes in estimates of revenue due to returns, are 
recognized prospectively as adjustments to revenue and amounts receivable. When an uncertainty arises about 
the collectability of an amount already included in revenue, the uncollectible amount, or the amount in respect of 
which recovery has ceased to be probable, is recognized as an expense. At each reporting period the entity 
reviews and, when necessary, revises the estimates of revenue as services are performed.   

 
 

3. SIGNIFICANT ACCOUNTING POLICIES // 
 
The significant accounting policies applied in the preparation of these consolidated financial statements are set out 
below and have been applied to all the years presented, unless otherwise stated. 
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
[a] New standards, interpretations and amendments effective 

 
Certain new standards, interpretations, amendments and improvements to existing standards were issued by the 
IASB or IFRIC that are mandatory for fiscal periods beginning on or after January 1, 2021. 
 
There were no new accounting standards adopted in he current or comparative periods. 
 
 

[b] New standards, interpretations and amendments not yet effective 
 
There are a number of standards, amendments to standards, and interpretations that have been issued by the 
IASB that are effective in future accounting periods that the Company has decided not to adopt early. 
 
The following amendments are effective for the period beginning January 1, 2023: 
 Disclosure of Accounting Policies (Amendments to IAS 1 Presentation of Financial Statements and IFRS 

Practice Statement 2 Making Material Judgements); 
 Definition of Accounting Estimates (Amendments to IAS 8 Accounting Policies, Changes in Accounting 

Estimates and Errors); and 
 Deferred Tax Related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 12 

Income Taxes). 
 

[c] IFRS 16 Leases 
 

i. Measurement and recognition of leases as a lessee 
 

At lease commencement date, the Company recognizes a right-of-use asset and a lease liability on the statement of 
financial position. The Company depreciates the right-of-use asset on a straight-line basis from the lease 
commencement date to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. 
The Company also assesses the right-of-use asset for impairment when such indicators exist. 
 
At the commencement date, the Company measures the lease liability at the present value of the lease payments 
unpaid at that date, discounted using the interest rate implicit in the lease if that rate is readily available. If the interest 
rate implicit in the lease is not readily available, the Company discounts using the Company’s incremental borrowing 
rate. Lease payments included in the measurement of the lease liability are made up of fixed payments (including in-
substance fixed), variable payments based on an index or rate, amounts expected to be payable under a residual value 
guarantee and payments arising from options reasonably certain to be exercised. 
 
Subsequent to initial measurement, the liability will be reduced for payments made and increased for interest. It is 
remeasured to reflect any reassessment or modification, or if there are changes in in-substance fixed payments. When 
the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use asset, or profit and loss 
if the right-of-use asset is already reduced to zero. 
 
The Company has elected to account for short-term leases and leases of low-value assets using the practical 
expedients. Instead of recognizing a right-of-use asset and lease liability, the payments in relation to these are 
recognized as an expense in profit or loss on a straight-line basis over the lease term. On the statement of financial 
position, the right-of-use asset has been included under non-current assets and lease liability has been included  
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

[c] IFRS 16 Leases (continued) 
 

under current and non-current liabilities. The Company did not have any rent concession during the year ended 
December 31, 2021. 

 
[d] IFRS 15 Revenue from Contracts with Customers 
 
Revenue is recognized based on a five-step model: 

1. Identify the contract(s) with a customer; 
2. Identify the performance obligations in the contract; 
3. Determine the transaction price; 
4. Allocate the transaction price to the performance obligations in the contract; and 
5. Recognize revenue when (or as) the performance obligations are satisfied. 

 
The following is the Company’s accounting policy for revenue under IFRS 15: 
 
The Company earns service revenues based on a proportion of a third party’s net product sales, net of allowances for 
returns. The Company recognizes service revenues when the amount of revenue can be measured reliably, it is 
probable that the economic benefits associated with the transaction will flow to the entity, the stage of completion of 
the transaction at the end of the reporting period can be measured reliably and the costs incurred for the transaction 
and the costs to complete the transaction can be measured reliably. Service revenue is recognized based on actual 
third party sales of products for the reporting period when collectability is certain. Service revenues recognized are 
estimated based on actual third party sales for the period net of estimated costs multiplied by the contractual 
proportionate allocation. 
 
In general, revenues will be recognized as the Company satisfies its performance obligations under the terms of the 
merchant policy. Performance obligations are considered to be satisfied when the customer obtains control of the 
related asset. Revenues from product sales are recognized when the risks and rewards of ownership pass to the buyer, 
collection is reasonably assured and the price is reasonably determinable. Revenue generally is recognized net of 
allowances for returns and any taxes collected from customers and subsequently remitted to governmental authorities. 
The Company calculates an allowance for returns based on historical information. 
 
[e] IFRS 9 Financial Instruments 
 
The following is the Company’s accounting policy for financial instruments under IFRS 9: 
 
i. Classification 
 
The Company classifies its financial instruments in the following categories: at fair value through profit or loss 
(“FVTPL”), at fair value through other comprehensive income (loss) (“FVTOCI”) or at amortized cost. The Company 
determines the classification of financial assets at initial recognition. The classification of debt instruments is driven 
by the Company’s business model for managing the financial assets and their contractual cash flow characteristics. 
Equity instruments that are held-for-trading are classified as FVTPL. 
 
For other equity instruments, on the day of acquisition the Company can make an irrevocable election (on an 
instrument-by-instrument basis) to designate them as at FVTOCI. Financial liabilities are measured at amortized cost,  
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

[e] IFRS 9 Financial Instruments (continued) 
 
 

i. Classification (continued) 
 
unless they are required to be measured at FVTPL (such as instruments held-for-trading or derivatives) or if the 
Company has opted to measure them at FVTPL. 
 
ii. Measurement 
 
Financial assets and liabilities at amortized cost: 
 
Financial assets and liabilities at amortized cost are initially recognized at fair value plus or minus transaction costs, 
respectively, and subsequently carried at amortized cost less any impairment. 
 
Financial assets and liabilities at FVTPL: 
 
Financial assets and liabilities carried at FVTPL are initially recorded at fair value and transaction costs are expensed 
in the consolidated statements of loss. Realized and unrealized gains and losses arising from changes in the fair value 
of the financial assets and liabilities held at FVTPL are included in the consolidated statements of loss in the period 
in which they arise. 
 
The financial asset at FVTPL is the convertible promissory note. 
 
iii. Impairment of financial assets at amortized cost 
 
The Company recognizes a loss allowance for expected credit losses on financial assets that are measured at amortized 
cost. At each reporting date, the Company measures the loss allowance for the financial asset at an amount equal to 
the lifetime expected credit losses if the credit risk on the financial asset has increased significantly since initial 
recognition. If at the reporting date, the financial asset has not increased significantly since initial recognition, the 
Company measures the loss allowance for the financial asset at an amount equal to the twelve-month expected credit 
losses. The Company shall recognize in the consolidated statements of loss, as an impairment gain or loss, the amount 
of expected credit losses (or reversal) that is required to adjust the loss allowance at the reporting date to the amount 
that is required to be recognized. 
 
iv. Derecognition 
 
The Company derecognizes financial assets only when the contractual rights to cash flows from the financial assets 
expire, or when it transfers the financial assets and substantially all the associated risks and rewards of ownership to 
another entity. Gains and losses on derecognition are generally recognized in the consolidated statements of loss. 
 
[f] Inventory 
 
Inventory is valued at the lower of cost and net realizable value. Net realizable value is the estimated selling price in 
the ordinary course of business less estimated selling expenses. Inventory costs include expenditures incurred in 
acquiring the inventory. 
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

[g] Consolidation  
 
These consolidated financial statements include the accounts of the Company’s wholly owned subsidiary, Aequus 
Pharma (Canada) Ltd., formerly TeOra Health Ltd., incorporated under the Business Corporations Act  (Ontario). All 
significant intercompany transactions, balances, and unrealized gains and losses from intercompany transactions are 
eliminated on consolidation. 
 
[h] Cash and cash equivalents 
 
Cash and cash equivalents consist of cash, term deposits and guaranteed investment certificates (“GIC”) that are 
readily convertible to known amounts of cash with original maturities of 12 months or less. 
 
[i] Property and equipment 
 
Property and equipment are recorded at cost less accumulated depreciation and accumulated impairment losses. 
Initial acquisition cost is based on the fair value of the consideration paid or payable and includes expenditures that 
are directly attributable to the acquisition of the asset. Where an item of property and equipment is comprised of major 
components with different useful lives, each component is accounted for and depreciated as a separate item. 
 
Depreciation is provided using the straight-line method over the estimated useful lives of the property and equipment. 
One-half of the depreciation is recognized in the year of acquisition. Office furniture and equipment is depreciated 
over 5 years. Leasehold improvements are depreciated over the expected term of the lease. Website costs are 
depreciated over 2 years. Computer equipment is depreciated over 3 years. 
 
[j] Intangible assets 
 
Intangible assets consist of contractual rights, such as rights to commercialize, market and promote certain 
pharmaceutical products. The cost of intangible assets acquired in a business combination is its fair value at the date 
of acquisition. Following its initial recognition, intangible assets are carried at cost less any accumulated amortization 
and accumulated impairment losses. 
 
Intangible assets are amortized on a straight-line basis over their useful economic life. The amortization terms range 
from 2 to 5 years and assessed for indicators of impairment at the end of each reporting period. The amortization 
period is reviewed at least annually. 
 
[k] Impairment of assets 
 
Financial assets and non-financial assets of the Company are reviewed at the end of each reporting period or when 
facts and circumstances suggest their carrying values have been impaired. The Company considers assets to be 
impaired if the carrying values exceed the recoverable amount, being the higher of the value in use and the fair value 
less costs to sell. 
 
Financial assets include cash and cash equivalents carried at fair value and amounts receivable measured at amortized 
cost. Amounts receivable consist primarily of Goods and Services Tax due from the Government of Canada and 
revenue from customers for promotional marketing services performed. The Company considers the recoverable 
amounts of its financial assets to approximate their carrying values. 
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
[k]  Impairment of assets (continued) 
 
Non-financial assets consist of property and equipment, right-of-use assets and intangible assets. In assessing value 
in use for a non-financial asset, the estimated future cash flows associated with the non-financial asset are discounted 
to their present value using a risk adjusted pre-tax discount rate. If the recoverable amount is estimated to be less 
than its carrying amount, the carrying amount is reduced to its recoverable amount with the impairment immediately 
recognized in net income or loss. Where an impairment subsequently reverses, the carrying amount is increased to 
the revised estimate, subject to the amount not exceeding the carrying amount that would have been determined had 
impairment loss not been recognized for the asset in prior periods. Any reversal of impairment is recognized 
immediately in net income or loss. 

 
[l] Research and development costs 
 
Research costs, including costs for new patents and patent applications, are expensed in the period in which they are 
incurred. Development costs are expensed in the period in which they are incurred unless certain criteria, including 
technical feasibility, commercial feasibility, and intent and ability to develop and use the technology, are met for 
deferral and amortization. No development cost has been deferred to date. 
 
[m] Share-based payments 
 
The Company grants stock options to directors, officers and consultants pursuant to a stock option plan (the “Stock 
Option Plan”) described in Note 14[f]. The Company uses the fair value method to account for all share-based awards 
granted, modified or settled, and the Black-Scholes option pricing model to determine the fair value of stock options 
granted. As such, a share-based payment is recorded based on the estimated fair value of options with a corresponding 
credit to contributed surplus. Any consideration received plus the amounts recognized in contributed surplus will be 
transferred to share capital on the exercise of stock options. The amounts remain in contributed surplus for stock 
options that expire unexercised. Stock options with graded vesting schedules are accounted for as separate grants 
with different vesting periods and fair values. Changes to the estimated number of share options that will eventually 
vest are accounted for prospectively. Options issued to non-employees are valued based on the fair value of the 
options issued, as the fair value of the services provided cannot be measured reliably. 
 
[n] Income taxes 
 
The Company follows the liability method of accounting for income taxes. Under this method, deferred income taxes 
are recognized for the future income tax consequences attributable to differences between carrying values of assets 
and liabilities and their respective income tax bases, unused tax losses and other income tax deductions. 
 
Deferred income tax assets are recognized for deductible temporary differences, unused tax losses and other income 
tax deductions to the extent that it is probable the Company will have taxable income against which those deductible 
temporary differences, unused tax losses and other income tax deductions can be utilized. The Company reassesses 
the extent to which tax benefits may be realized at the end of each reporting period. 
 
Deferred income tax assets and liabilities are measured using the enacted or substantively enacted tax rates expected 
to apply when the related tax assets are realized, or the liabilities are settled. The measurement of deferred income 
tax assets and liabilities reflect the tax consequences that would follow from the manner in which the Company expects, 
at the reporting date, to recover and settle the carrying amounts of its assets and liabilities, respectively. The effect on 
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
[n]  Income taxes (continued) 
 
deferred income tax assets and liabilities of a change in tax rates is recognized in the period in which the change is 
substantively enacted. 

 
Current and deferred income tax expense or recovery are recognized in net income or loss, except when they arise 
as a result of items recognized in other comprehensive income or loss, or directly in equity in the current or prior 
periods, in which case the related current and deferred income taxes are also recognized in other comprehensive 
income or loss, or in equity, respectively. 

 
[o] Investment tax credit (“ITC”) 
 
Investment tax credits are recorded as either a reduction of the cost of applicable assets or credited in net income or 
loss depending on the nature of the expenditures that gave rise to the credits. Claims for tax credits are recorded 
upon the Company receiving cash from the Canada Revenue Agency. 
 
[p] Loss per common share 
 
Basic loss per common share is computed using the weighted average number of common shares outstanding during 
the period. Diluted loss per common share is equivalent to basic loss per common share, as the effects of outstanding 
warrants and options (Note 14) are anti-dilutive for all periods presented. 
 
[q] Equity and share capital 
 
Share capital represents the value of shares that have been issued. Transaction costs directly attributable to the 
issuance of common shares are recognized as a deduction from equity, net of any tax effects. The Company may 
issue units consisting of common shares and common share purchase warrants. The Company estimates the fair 
value of the common shares based on their market price on the announcement date. The residual difference, if any, 
between the unit price and the fair value of each common share represents the fair value attributable to each warrant. 
 
[r] Accounting standards issued but not yet applied 
 
New standards, interpretations, amendments and improvements to existing standards with future effective dates are 
either not applicable or not expected to have a significant impact on the Company’s consolidated financial statements.  
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4. CASH AND CASH EQUIVALENTS // 

 
Year Ended 

December 31, 2021 
Year Ended 

December 31, 2020 
 $ $ 
Cash 2,391,544 1,674,019 
Short-term investment 44,887 44,850 
 2,436,431 1,718,869 
 
As at December 31, 2021, the Company has two collateral investments: $21,850 maturing on August 9, 2022 with 
interest at prime less 2.4% and $23,000 maturing on May 28, 2022 with interest at prime less 2.4%. During the year 
ended December 31, 2021, the Company recognized interest income of $13,184 (December 31, 2020 - $4,534) of 
which $90 is from guaranteed investment certificates (“GICs”), $7,374 is from the demand deposit account, and $5,720 
from investment in note receivable (Note 6). 

 
5. INVENTORY // 

 
Inventory consists of finished goods only and is valued at the lower of cost or net realizable value, on a first-in, first-
out basis. The cost value for finished goods includes the purchase price, import duties and other directly attributable 
costs. The Company evaluates the carrying value of inventories on a regular basis, considering such factors as 
historical and anticipated future sales compared with quantities on hand, the price the Company expects to obtain for 
products in their respective markets compared with historical cost and the remaining shelf life of goods on hand. 
 
During the year ended December 31, 2021, total inventory of $25,779 (December 31, 2021 - $nil) was recognized as 
cost of goods sold. 
 

 
6. CONVERTIBLE PROMISSORY NOTE RECEIVABLE // 
 

On August 17, 2021 the Company entered into an Exclusive Right of First Negotiation Agreement with 
reVision Therapeutics, Inc. (“reVision”) and invested $503,840 (US$400,000) through reVision’s open 
convertible note offering. reVision is a privately-held, early stage biopharmaceutical company focused on 
the development and commercialization of innovative therapies for ocular and rare diseases.  
 
The convertible note bears interest at 3% annually. The interest is not compounded, and any interest accrued 
on the outstanding balance is due on conversion or redemption at maturity. The promissory note has a 
conversion price of 80% of price per share of the next financing. The option to settle the convertible note in 
common shares of reVision represents an embedded derivative in the form of a call option to the Company. 
reVision is a private company, and its shares cannot be reliably valued using any market-derived indicators. 
Accordingly, the entire instrument is recorded at fair value through profit and loss, which at December 31, 
2021 was estimated to be the original purchase price of US$400,000 plus accrued interest of $5,720.  The 
carrying amount at December 31, 2021 is $512,840 (December 31, 2020 - $nil). 
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7. PROPERTY AND EQUIPMENT // 
 

 
Office Furniture 
and Equipment 

Computer 
Equipment 

Computer 
Software 

Leasehold 
Improvements Total 

 $ $ $ $ $ 
Cost:      
Balance, December 31, 2019 10,553 15,652 42,235 4,211 72,651 

Additions - 12,317 - - 12,317 
Balance, December 31, 2020 10,553 27,969 42,235 4,211 84,968 

Additions - 4,121 - - 4,121 
Disposals  (3,492) - - (3,492) 

Balance, December 31, 2021 10,553 28,598 42,235 4,211 85,597 
       
Accumulated depreciation:      
Balance, December 31, 2019 8,537 6,575 42,235 4,211 61,558 

Depreciation 1,008 5,406 - - 6,414 
Balance, December 31, 2020 9,545 11,981 42,235 4,211 67,972 

Depreciation 1,008 7,344 - - 8,352 
Disposals - (3,492) - - (3,492) 

Balance, December 31, 2021 10,553 15,833 42,235 4,211 72,832 
      Net book value:      
As of December 31, 2020 1,008 15,988 - - 16,996 
As of December 31, 2021 - 12,765 - - 12,765 
 
Property and equipment are reported at cost, less accumulated depreciation. Depreciation is calculated using the 
straight-line method, commencing when the assets become available for use. 
 

8. INTANGIBLE ASSETS // 
 
On July 28, 2015, the Company acquired all issued and outstanding shares of TeOra for its sales and marketing 
capabilities, and a right to promote and market PR Vistitan™ (“Vistitan”), an ophthalmology product, within Canada. In 
exchange for these assets and continuing services of TeOra’s management, the Company issued 3,360,000 common 
shares of the Company with a fair value of $1,002,120, repaid TeOra’s liabilities of $154,817 in cash and incurred 
transaction costs of $82,448 for a total acquisition cost of $1,239,385. During the year ended December 31, 2020, 
the TeOra agreement was fully amortized. The Company continues to maintain a commercial arrangement with Sandoz 
Canada Inc. (“Sandoz”), who holds the right to Vistitan. 
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9. RIGHT-OF-USE LEASE ASSET // 
 
The Company’s right-of-use asset relates to the lease of office space. 
 
On adoption of IFRS 16 Leases, the Company recognized lease liabilities, which had previously been classified as 
“operating leases” under IAS 17 Leases. These liabilities were measured at the present value of the remaining lease 
payments and discounted using the lessee’s incremental borrowing rate as of January 1, 2019. The weighted average 
lessee’s incremental borrowing rate applied to the lease liabilities on January 1, 2019 was 9.5%. 

 
    $ 
Cost:     
Balance at January 1, 2019, on adoption of IFRS 16    588,806 
     Accumulated amortization:     
Balance, December 31, 2019    119,757 
   Depreciation    119,757 
Balance, December 31, 2020    239,514 

Depreciation    119,757 
Balance, December 31, 2021    359,271 
     Net book value:     
As of December 31, 2020    349,292 
As of December 31, 2021    229,535 

 
10. LEASE LIABILITY // 
 

    $ 
Balance, December 31, 2019    451,873  
   Interest expense    38,431 
   Lease payments    (143,827) 
Balance, December 31, 2020    346,477 

Interest expense    27,807 
Lease payments    (147,508) 

Balance, December 31, 2021    226,776 
 
Which consists of:     
   Current lease liability     150,881 
   Non-current lease liability    75,895 
Balance, December 31, 2021    226,776 
 
On December 1, 2018, the Company renewed the lease agreement for its Vancouver head office premises for five 
years, expiring November 30, 2023. Pursuant to this renewal, the Company is obligated to pay basic rent of $12,573 
and operating costs, including electricity and related taxes of approximately $7,570, on a monthly basis. The base 
annual rent will increase to $150,880 for the year ended December 31, 2022 and $154,560 in 2023. 
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11. CONVERTIBLE DEBT // 
 
On May 2, 2019, the Company issued convertible debenture units (“Convertible Debenture Unit”) of the Company at 
a price of $1,000 per Convertible Debenture Unit for proceeds of $2,348,000. Each Convertible Debenture Unit 
consisted of one 9.5% unsecured convertible debenture in the amount of $1,000 and 2,380 warrants. Each Convertible 
Debenture Unit is convertible at the option of the holder into common shares (each, a “Debenture Share”) at $0.21, 
with interest payable semi-annually in arrears on June 30 and December 31 of each year and maturing May 2, 2022. 
The Company issued 5,588,240 warrants pursuant to the debenture financing. Each warrant entitles the holder to 
purchase one common share at $0.22 any time up to May 2, 2022.  Subsequent to December 31, 2021 the convertible 
debenture matured and was repaid (note 20). 
 
The fair value of the liability component of the convertible debt was calculated using an imputed interest rate of 15%. 
The fair value of the liability component was determined to be $2,120,497, with the residual amount of $227,503 
being allocated to equity. The Company allocated $79,626 of the equity portion to reserves related to the detachable 
warrants. The detachable warrants were valued using the Black-Scholes option pricing model.  
 
In relation to the financing, the Company paid $177,646 in cash commission, $283,942 in other financing fees and 
issued 1,173,842 broker warrants. Each broker warrant is exercisable into one common share at $0.22 until May 2, 
2022. The Company recognized $116,973 as share issuance costs related to the broker warrants, which were valued 
using the Black-Scholes option pricing model under the following assumptions: a risk-free interest rate of 1.6%,  
annualized volatility of 90%, an expected life of 3 years, nil dividend yield, $0.22 exercise price and a $0.185 share 
price. The costs associated with issuing the convertible debt totaled $578,561 and was allocated to the liability and 
equity component on a prorated basis of the convertible debt.  
 
During the year ended December 31, 2021, $292,000 of the convertible debt was converted to 1,390,475 common 
shares. The discounted value of the converted debt at the time of exercise was $263,708 and a $28,294 adjustment 
was made to equity. 
 
For the year ended December 31, 2021, the Company recorded $186,958 of finance and interest expense and 
$236,675 in accretion expense (December 31, 2020 - $246,753 and $232,433, respectively) related to the convertible 
debt.  
 
A continuity schedule of the convertible notes is as follows: 
 
    $ 
Balance, December 31, 2019    1,765,364 
   Conversion    (43,350) 
   Accretion expense    232,433 
Balance, December 31, 2020    1,954,447 

Conversion    (263,709) 
Accretion expense    236,675 

Balance, December 31, 2021    1,927,413 
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12. CEBA LOAN // 
 
The Company was approved for a $40,000 COVID-19 response loan via the Canada Emergency Business Account 
Program (the “CEBA Loan”). The repayment deadline for CEBA loans to qualify for partial loan forgiveness has been 
extended to December 31, 2023, for all eligible borrowers in good standing.  
 
The CEBA Loan is a 0% interest operating line of credit until December 31, 2020. On January 1, 2021, this line of 
credit converted to a 2-year, 0% interest term loan to be repaid by December 31, 2023. If the loan is not repaid by 
December 31, 2023, the loan will be converted to a 2-year term loan at an interest rate of 5%. A partial CEBA Loan 
forgiveness of $10,000 applies if repaid in full by December 31, 2023. The CEBA Loan was recognized at its fair value 
of $20,800. The fair value of the loan was discounted using an interest rate of 15%. During the year ended 
December 31, 2021, accretion expense of $3,401 (December 31, 2020 - $1,976) was recorded relating to the CEBA 
Loan. The Company anticipates repaying the CEBA Loan prior to December 31, 2023. The carrying value of the CEBA 
Loan as at December 31, 2021 is $26,087. 
 

13. RELATED PARTY DISCLOSURE // 
 
[a] Transactions with related parties 
 
Related parties include members of the Board of Directors and officers of the Company, and enterprises controlled by 
these individuals.  
 
Amounts due to related parties, including amounts due to key management personnel, at the year-end are unsecured 
and interest-free, and settlement generally occurs in cash. There have been no guarantees provided or received for 
any related party receivables or payables. Included in accounts payable and accrued liabilities at December 31, 2021, 
were amounts totaling $44,388 (December 31, 2020 - $nil) due to key management personnel. 
 
The following fees and expenses were incurred: 
 

 

Year Ended  
December 31, 

2021 

Year Ended  
December 31, 

2020 
    $ $ 
Management  620,936 612,765 
Share-based payments 146,154 202,060 
Total 767,090 814,825 
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13. RELATED PARTY DISCLOSURE (CONTINUED) 
 

[b] Key management compensation 
 
Key management includes members of the Board of Directors and executive officers of the Company. Compensation 
awarded to key management is listed below: 
 

 

Year Ended  
December 31,  

2021 

Year Ended  
December 31,  

2020 
 $ $ 
Management, wages and related, General administration 380,936 371,756 
Management, wages and related, Research and development - 31,781 
Management, wages and related, Sales and marketing 240,000 209,228 
Share-based payments, General administration 100,983 83,146 
Share-based payments, Research and development - 6,202 
Share-based payments, Sales and marketing 45,171 112,712 
Total 767,090 814,825 
 
[c] Other 
 
The Company charges office lease expenditures to Northview Lifesciences, a company with a common management 
and director, and Fehr & Associates, a company with common management. During the year ended December 31, 
2021, office lease expenditures and operating costs billed to Northview Lifesciences and Fehr & Associates amounted 
to $8,640 and $50,252 (December 30, 2020 - $630 and $48,781), respectively.  
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14. SHARE CAPITAL // 
 
[a] Preferred shares 
 
The authorized share capital of the Company consists of an unlimited number of Class A preferred shares without par 
value. As of December 31, 2021, and December 31, 2020, there were no preferred shares issued and outstanding. 
 
[b] Common shares  
 
The authorized share capital of the Company consists of an unlimited number of common shares without par value. 
 
During the year ended December 31, 2021: 
 
i. Convertible Debenture Units were converted into 1,390,475 common shares at a conversion price of $0.21 per 

common share for a total amount of $292,000, and $4,805 of accrued interest was paid. 
 

ii. On February 26, 2021, the Company closed a private placement of 6,666,666 units at a price of $0.15 per unit, 
for proceeds of $1,000,000, to Marc Lustig, a director of the Company. Each unit consists of one common share 
and one-half of one warrant. Each warrant entitles the holder to purchase one common share at an exercise price 
of $0.25 for 24 months.  

 
iii. The Company issued 12,343,750 shares at $0.12 per share pursuant to the exercise of warrants for net proceeds 

of $1,481,250. 
 

iv. The Company issued 317,000 shares at $0.22 per share pursuant to the exercise of warrants for net proceeds of 
$69,740. 

 
During the year ended December 31, 2020: 
 
i. On August 6, 2020, the Company issued 31,250,000 units at a price of $0.08 per unit for aggregate proceeds of 

$2,500,000. Each unit is comprised of one common share and one-half of one warrant of the Company (each 
whole common share purchase warrant, a “Warrant”). Each Warrant entitles the holder to purchase one common 
share at an exercise price of $0.12 for 36 months. The Warrants include an acceleration provision, exercisable at 
the Company’s option, if the Company’s daily volume weighted average share price is greater than $0.20 for ten 
consecutive trading days. 
 
The units were issued pursuant to an agency agreement (the “Agency Agreement”) between the Company and 
Cormark Securities Inc. (the “Agent”). In accordance with the Agency Agreement, the Agent received: (i) a cash 
commission equal to 5% of the aggregate gross proceeds of the offering; and (ii) broker warrants (the  
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14. SHARE CAPITAL (Continued) 
 

“Compensation Warrants”) equal to 5% of the aggregate number of units issued and sold under the offering. 
Each Compensation Warrant entitles the Agent to purchase one unit at a price of $0.08 for 36 months, with each 
unit consisting of one common share and one-half of one warrant (each whole common share purchase warrant, 
a "Broker Warrant"). Each Broker Warrant will entitle the holder to acquire one common share at an exercise price 
of $0.12 for 36 months, subject to adjustment and/or acceleration in certain events. 
 
As per the Company’s accounting policy of equity and share capital, the Company estimates the fair value of the 
common shares based on their market price on the announcement date. The residual difference, if any, between 
the unit price and the fair value of each common share represents the fair value attributable to each Warrant. The 
market value of one common share on the closing date was $0.085, which is more than the unit price of $0.08. 
Therefore, no value was allocated to the Warrants.  

 
The Company recognized $77,906 and $33,102 as share issuance costs related to the Compensation Warrants 
and Broker Warrants, respectively, which were both valued using the Black-Scholes option pricing model under 
the following assumptions: a risk-free interest rate of 0.26%, estimated annualized volatility of 91.52%, an 
expected life of 3 years, nil dividend yield and a $0.185 share price. An exercise price of $0.08 was used for 
Compensation Warrants and $0.12 was used for Broker Warrants.  
 

ii. Convertible Debenture Units were converted into 228,570 common shares at a conversion price of $0.21 per 
common share for a total amount of $48,000, and $877 of accrued interest was paid.  

 
[c] Common share purchase warrants 
 
Common share purchase warrant transactions and the number of common share purchase warrants outstanding are 
summarized below: 

 Number  

Weighted Average 
Exercise Price 

$ 
Balance, December 31, 2019 10,524,740    0.28 

Issued 15,625,000 0.12 
Expired (4,937,500) (0.34) 

Balance, December 31, 2020 21,212,240 0.15 
Issued 3,333,333 0.10 
Exercised (12,660,750) (0.18) 
Expired (3,281,250) (0.05) 

Balance, December 31, 2021 8,603,573 0.23 
 

Date of Expiry 
Number of Warrants 

Outstanding 
Exercise Price 

$ 
May 2, 2022(1) 5,270,240 0.22 
February 26, 2023 3,333,333 0.25 
Balance, December 31, 2021 8,603,573  
(1) Subsequent to December 31, 2021 these warrants expired unexercised. 
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14.  SHARE CAPITAL (CONTINUED) 
 
[c] Common share purchase warrants (continued) 

 
The remaining life of the common share purchase warrants as of December 31, 2021 is 0.65 (December 31, 2020 - 
2.27) years. 
 
On March 2, 2021, the Company elected to exercise its right to trigger an accelerated expiry under the terms of a 
warrant indenture dated August 6, 2020; 3,281,250 outstanding warrants, with an exercise price of $0.12, expired 
unexercised. 
 
[d] Broker warrants  

 Number 

Weighted Average 
Exercise Price 

$ 
Balance, December 31, 2019  1,340,092    0.23 

Expired (166,250) (0.30) 
Balance, December 31, 2020 and December 31, 2021(1) 1,173,842 0.22 

      (1)Subsequent to December 31, 2021, the broker warrants expired unexercised. 
 
The remaining life of the broker warrants at December 31, 2021 is 0.33 (December 31, 2020 - 1.84) years.  
 
[e] Compensation warrants 
 
During the year ended December 31, 2020, the Company issued 781,250 compensation warrants (“Compensation 
Warrants”) with an exercise price of $0.08. Each Compensation Warrant entitles the agent to purchase one unit at a 
price of $0.08 for 36 months, with each unit consisting of one common share and one-half of one warrant (each 
whole common share purchase warrant, a "Broker Warrant"). At December 31, 2020, there were 781,250 
Compensation Warrants outstanding with an expiry date of August 6, 2023. 
 
On March 2, 2021, the Company elected to exercise its expiry acceleration right under the terms of a warrant indenture, 
and as such, on April 1, 2021, 781,250 Broker Warrants related to the Compensation Warrants, with an exercise price 
of $0.12, expired unexercised.  
 
[f] Stock options 
 
On December 10, 2014, the Company adopted a stock option plan (the “Stock Option Plan”) providing the granting 
of options to employees, officers, directors, consultants and scientific advisory board members. The Stock Option 
Plan was subsequently amended on February 4, 2015 to meet the listing requirements of the Exchange. On June 15, 
2015, August 19, 2016, June 12, 2017 and June 26, 2019, the Company further amended its Stock Option Plan (the 
“Amended and Restated Stock Option Plan”).  
 
The maximum number of common shares issuable under the Amended and Restated Stock Option Plan is fixed at 
16,000,000 common shares. Under the Amended and Restated Stock Option Plan, the maximum number of common 
shares that may be optioned in favor of any single individual will not exceed 5% of the issued and outstanding common 
shares at the date of grant. The maximum number of common shares that may be optioned in favor of directors and  
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14.  SHARE CAPITAL (CONTINUED) 
 
[f]  Stock options (continued) 
 
senior officers under the Amended and Restated Stock Option Plan is 10% of the issued and outstanding common 
shares at the date of grant. The options can be granted for a maximum term of 10 years. 
 
During the year ended December 31, 2021, the Company recorded share-based payments of $215,758 
(December 31, 2020 - $297,643) related to stock options that vested in the period. The fair value of 785,000 stock 
options granted during the year ended December 31, 2021 (December 31, 2020 – 4,769,337) is estimated using the 
Black-Scholes option pricing model with the following weighted average assumptions: 
 

 

Year 
Ended 

December 31, 
2021 

Year 
Ended 

December 31, 
2020 

Risk-free interest rate  1.02% 0.64% 
Estimated annualized volatility 92.12% 93.30% 
Expected life 8 years 7.65 years 
Expected dividend yield 0% 0% 
Exercise price $0.16 $0.11 
Fair value per option $0.13 $0.06 
 
Stock option transactions and the number of stock options outstanding are summarized below: 
 

 Number 

Weighted Average 
Exercise Price 

$ 
Balance, December 31, 2019 8,098,278 0.30 

Expired (1,124,337) (0.25) 
Cancelled (1,768,941) (0.37) 
Granted 4,769,337 0.11 

Balance, December 31, 2020 9,974,337 0.21 
Expired (1,505,000) (0.30) 
Granted 785,000 0.16 

Balance, December 31, 2021 9,254,337 0.19 
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14.  SHARE CAPITAL (CONTINUED)  
 
[f]  Stock options (continued) 

 

      Date of Expiry 
Exercise Price 

$ 
Number of Options 

Outstanding 
Number of Options 

Exercisable 
August 21, 2022 0.13 250,000 250,000 
October 13, 2022 0.12 500,000 500,000 
December 18, 2022 0.55 350,000 350,000 
March 6, 2023 0.55 350,000 350,000 
July 9, 2023 0.57 150,000 150,000 
April 21, 2024 0.47 140,000 140,000 
July 22, 2024 0.35 150,000 150,000 
December 6, 2025 0.20 1,130,000 1,130,000 
April 16, 2026 0.25 30,000 30,000 
November 6, 2026 0.18 800,000 800,000 
February 1, 2027 0.18 600,000 450,000 
February 14, 2028 0.13 450,000 312,500 
June 4, 2028 0.09 1,124,337 1,124,337 
August 23, 2028 0.13 1,000,000 500,000 
December 8, 2028 0.11 1,445,000 897,500 
January 8, 2029 0.10 180,000 180,000 
January 25, 2029 0.14 15,000 15,000 
February 15, 2029 0.23 350,000 175,000 
November 12, 2029 0.12 240,000 60,000 
Total 0.19 9,254,337 7,564,337 

 
As of December 31, 2021, the weighted average remaining life for outstanding options was 4.99 (December 31, 
2020 – 5.38) years.  
 

15. COMMITMENTS // 
 
Licensing agreement 
 
Pursuant to the terms of the Supernus Agreement, and in addition to the upfront payment of $478,940 (US$350,000), 
the Company is further obligated to pay an aggregate US$5.15 million in milestone payments upon the achievement 
of specified regulatory milestones, mid-teen royalty on net sales of Topiramate XR and Oxcarbazepine XR, as well as 
a milestone payment of US$1.5 million linked to achievement of specified cumulative net sales from both Topiramate 
XR and Oxcarbazepine XR. The Company is responsible for the regulatory submission and commercial activities for 
both products in Canada. The term of the Supernus Agreement will continue as long as the Topiramate XR and 
Oxcarbazepine XR products are sold in Canada. During the year ended December 31, 2019, the Company recognized 
an impairment loss of $478,940 due to the Company’s limited ability to pay the future milestone payments in the next 
year. Development activity related to this agreement has been suspended. 
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16. OPERATING EXPENSES // 
 
[a] Research and development expenses 

 

 

Year Ended, 
December 31, 

2021 

Year Ended 
December 31, 

2020 
 $ $ 
Management, wages, and related  - 31,781 
Consulting  286,244 - 
Development costs 7,528 - 
Patent and intellectual property protection 3,006 4,451 
Travel and accommodation 70 83 
 296,848 36,315 
Share-based payments  - 18,293 

Total 296,848 54,608 
 

[b] Sales and marketing expenses 
 

 

Year Ended 
December 31, 

2021 

Year Ended 
December 31, 

2020 
 $ $ 
Management, wages, and related  60,000 120,409 
Consulting  155,355  - 
Advertising and promotion  241,229  99,244 
Printing and other   112,295  43,481 
Sales force  1,435,192  958,884 
Travel and accommodation  77,753  84,113 
 2,081,824 1,306,131 
Depreciation and amortization [notes 7 and 8] 8,352 91,209 
Share-based payments [note 14]  100,416  150,433 

Total   2,190,592  1,547,773 
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16. OPERATING EXPENSES (CONTINUED) 
 

[c] General and administration expenses 
 

 

Year Ended 
December 31, 

2021 

Year Ended 
December 31, 

2020 
 $ $ 
Management, wages, and related  643,423 460,508 
Consulting  145,573  348,985 
Interest   214,764  285,184 
Legal and professional fees  170,180  114,859 
Office and general  262,355  258,991 
Travel and accommodation  35,139  43,547 
Regulatory and transfer agent fees  77,164  60,064 
 1,548,598 1,572,138 
Accretion [note 11 and 12]  240,076  234,409 
Depreciation of right-of-use lease asset [Note 9]  119,757  119,757 
Share-based payments  [note 14]  115,342  128,917 

Total   2,023,773  2,055,221 
 

17. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT // 
 
Fair value  
 
The Company’s financial instruments at December 31, 2021 include cash and cash equivalents, amounts receivable, 
convertible promissory note, accounts payable, accrued liabilities, convertible debt and CEBA Loan. The fair values of 
cash and cash equivalents, amounts receivable, accounts payable and accrued liabilities approximate their carrying 
values due to their short-term nature. 
 
IFRS 13 Fair Value Measurement establishes a fair value hierarchy for financial instruments measured at fair value 
that reflects the significance of inputs used in making fair value measurements as follows: 
 
Level 1   - quoted prices in active markets for identical assets or liabilities; 
Level 2   -  inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either 

directly (i.e., as prices) or indirectly (i.e., from derived prices); and 
Level 3   -  inputs for the asset or liability that are not based upon observable market data. 
 
The fair value of cash and cash equivalents is based on Level 1 inputs, and the fair value of the liability component of 
convertible debt is based on Level 2 inputs. The fair values of the convertible debt and CEBA Loan at issuance were 
determined using Level 2 inputs. The fair value of the convertible note receivable was determined using level 3 inputs. 
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17. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED) 
 

[a] Credit risk  
 
Credit risk is the risk of a financial loss to the Company if a counterparty to a financial instrument fails to meet its 
contractual obligations. Credit risk arises for the Company from its cash and cash equivalents and amounts receivable. 
The Company has adopted practices to mitigate the deterioration of principal, to enhance the Company’s ability to 
meet its liquidity needs and to optimize yields within those parameters. These investment practices limit the investing 
of excess funds to liquid term deposits or cashable GICs with banks and government guaranteed securities with 
maturities of one year or less. 

 
[b] Liquidity risk 
 
Liquidity risk is the risk that the Company will not be able to meet its obligations as they come due. The Company’s 
exposure to liquidity risk is dependent on its outstanding debt obligations, purchasing commitments and other 
obligations and its ability to raise funds to meet commitments and sustain operations.  The convertible debenture 
(note 11) subsequently matured on May 2, 2022 and the Company obtained a short-term demand loan to meet this 
obligation (note 20). The Company manages liquidity risk by continuously monitoring its actual and forecasted working 
capital requirements, and actively managing its financing activities. As of December 31, 2021, the Company had 
working capital of $1,135,907 (December 31, 2020 - $2,384,073). 
 
[c] Market risk 
 
i. Interest rate risk 
 
Interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate due to changes in the 
market interest rates. The Company is not exposed to significant cash flow fluctuations due to interest rate changes 
on its convertible notes, as these bear interest at a fixed rate of 9.5%. As such, fluctuations in the market interest rates 
during the year ended December 31, 2021 and year ended December 31, 2020 had no significant impact on its 
interest income. 

  
ii. Currency risk 
 
The Company is exposed to financial risk related to the fluctuation of foreign exchange rates. The Company has a 
portion of its operating expenses in US dollars and euros. The Company has not entered into foreign exchange 
derivative contracts. A significant change in the currency exchange rate between the Canadian dollar relative to the 
US dollar or euro could have an effect on the Company’s results of operations, financial position or cash flows. The 
Company does not currently hold euros. 
 
As at December 31, 2021 and December 31, 2020, the Company had the following assets and liabilities denominated 
in US dollars: 
 

 
December 31, 2021 

US$ 
December 31, 2020 

US$ 
Cash and cash equivalents 1,283 1,371 
Accounts payable and accrued liabilities - (4,261) 
Total 1,283 (2,890) 
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17. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED) 
 
[d] Capital disclosure  
 
The Company’s objective when managing capital is to ensure its ability to continue as a going concern in order to 
pursue the development of its product candidates for ultimate sale or out-licensing. The Company attempts to 
maximize return to shareholders by minimizing shareholder dilution and, when possible, utilizing non-dilutive funding 
arrangements, such as collaborative partnership arrangements.  
 
The Company defines its capital as share capital, reserves and convertible debentures. The Company has financed its 
capital requirements primarily through share and warrant issuances since inception, and during the year ended 
December 31, 2019 issued Convertible Debenture Units.  
 
The Company manages its capital structure and adjusts it considering changes in economic conditions and risk 
characteristics of the underlying assets. The Company may issue new securities. The Company is not subject to any 
externally imposed capital requirements. Other than the issuance of convertible debentures, there were no changes 
to the Company’s approach to capital management during the year ended December 31, 2021. 

 
18. INCOME TAXES // 

 
At December 31, 2021, the Company has non-capital loss carry-forwards available to offset future taxable income in 
Canada, which expire as follows: 
 

  Non-Capital Losses 
Expiry Date  $ 
December 31, 2033  790,774 
December 31, 2034  1,763,458 
December 31, 2035  3,233,345 
December 31, 2036  3,962,806 
December 31, 2037  3,348,023 
December 31, 2038  2,188,996 
December 31, 2039  2,103,020 
December 31, 2040  570,733 
December 31, 2041  1,410,283 
  19,371,438 
 
The Company recognizes tax benefits on losses or other deductible amounts where the probable criteria for the 
recognition of deferred tax assets has been met. The Company’s unrecognized deductible temporary differences and 
unused tax losses for which no deferred tax asset is recognized consist of the following amounts:  
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18. INCOME TAXES (Continued) 
 

 December 31, 2021 December 31, 2020 
 $ $ 

Deferred income tax assets (liabilities):   
Share issuance costs 61,631 63,054 
Property and equipment 319 - 
Scientific research and experimental development expenditures 858,575 887,474 
B.C. Scientific Research and Experimental Development ITCs 103,082 - 
Non-capital loss carry-forwards 5,230,288 4,856,774 

Total deferred income tax assets 6,253,895 5,807,302 
Deferred income tax not recognized (6,253,895) (5,807,302) 
Net deferred tax asset - - 
 
The Company also has non-refundable tax credits of approximately $103,082 related to scientific research and 
experimental development expenditures in Canada available to carry-forward indefinitely to offset taxes payable in 
future years.  
 
The reconciliation of income tax attributable to operations computed at the statutory tax rate to income tax expenses 
using a 27% statutory tax rate is: 

 
Year Ended 

December 31, 2021 
Year Ended 

December 31, 2020 
 $ $ 

Expected income tax recovery at statutory rates (488,590) (282,247) 
Items not deductible for tax purposes   64,538 82,822 
Under (over) provided in prior year 6,979 74,734 
Benefits not recognized   417,073 124,691 
Income tax expense   - - 
 

19. SEGMENTED DISCLOSURE // 
 
The Chief Executive Officer is the Company’s chief operating decision-maker (“CODM”). The Company’s activities are 
comprised of the commercial platform and the development pipeline; however, the company does not maintain 
discrete information for these two activities and therefore has just one reportable segment. 

 
The Company received revenues from the sale of dry eye products and by providing promotional services to sell third 
party owned products, namely Tacrolimus IR and Vistitan. Over 96% (2020 – 100%) of its generated revenues are 
from one arm’s length customer. The Company operates in one geographical segment, being the Canadian market. 
 
For the year ended December 31, 2021, the Company had revenues of $2,610,826 and $103,872 for promotional 
services and dry eye products sales, respectively. 
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20. SUBSEQUENT EVENTS // 
 

 On March 14, 2022, the Company granted 15,000 stock options exercisable at $0.11 per common share expiring 
on March 14, 2030. 
 

• On May 2, 2022, for the purpose of a short-term financing to repay the existing convertible debentures that 
matured May 2, 2022, the Company entered into an agreement with Mr. Doug Janzen, Chairman and Chief 
Executive Officer of the Company, for an unsecured demand loan of C$2 million (the “Loan”). The Loan bears 
interest at an annual rate of two and a half percent (2.5%), to be calculated and paid monthly, and is repayable 
on demand. 
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