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Independent Auditor’s Report 
 

To the Directors and Stockholders 
KetamineOne Capital Limited (formerly Myconic Capital Corp.) 
 
Opinion 
 
We have audited the accompanying consolidated financial statements of KetamineOne Capital Limited 
(formerly Myconic Capital Corp.) (the “Company”), which comprise the consolidated statement of 
financial position as at July 31, 2021, and consolidated statement of operations, changes in shareholders’ 
equity and cash flows for the year then ended, and related notes including a summary of significant 
accounting policies and other explanatory information (collectively the consolidated financial statements).  
 
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial 
position of the Company as at July 31, 2021, and its financial performance and its cash flows for the year 
then ended in accordance with International Financial Reporting Standards (IFRSs) as issued by the 
International Accounting Standards Board.  
 
Basis for Opinion 
 
We conducted our audit in accordance with accounting principles as per Canadian generally accepted 
Auditing Standards (CAS). Our responsibilities under those standards are further described in the ‘Auditor’s 
Responsibilities for the Audit of the Consolidated 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 consolidated 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. 
 
Other Information 
 
Management is responsible for the other information. The other information comprises the Management’s 
Discussion and Analysis but does not include the consolidated financial statements and our auditor’s report 
thereon. 
 
Our opinion on the consolidated 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 consolidated financial 
statements, our responsibility is to read the other information and, in doing so, consider whether the other 
information is materially inconsistent with the consolidated financial statements or our knowledge obtained 
in the audit and remain alert for indicators that the other information appears to be materially misstated.  
 
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. 
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Material Uncertainty Related to Going Concern 
 
We draw attention to Note 1 in the consolidated financial statements, which indicates that the Company’s 
accumulated deficit as of July 31, 2021, is $37,605,829. It also incurred a net loss of $31,914,151 for the 
year ended July 31, 2021. 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. 
 
Responsibilities of Management and Those Charged with Governance for the Consolidated Financial 
Statements 
 
Management is responsible for the preparation and fair presentation of the consolidated financial statements 
in accordance with IFRSs, and for such internal control as management determines is necessary to enable 
the preparation of consolidated financial statements that are free from material misstatement, whether due 
to fraud or error. 
 
In preparing the consolidated 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 the Company’s financial reporting process. 
 
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the consolidated 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 CAS 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 
consolidated 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 consolidated 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. 
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 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 consolidated 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 consolidated financial statements, 

including the disclosures, and whether the consolidated financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

 
 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 

business activities within the Company to express an opinion on the consolidated financial 
statements. We are responsible for the direction, supervision and performance of the group audit. 
We remain solely responsible for our audit opinion. 

 
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 Jerome Vermeulen.  
 
Other Matter 
 
The consolidated financial statements of the Company as of and for the year ended July 31, 2020, were 
audited by another auditor in accordance with Canadian generally accepted auditing standards who 
expressed an unmodified opinion on those financial statements on November 30, 2020. 
 
We have served as the Company’s auditor since 2021. 
 

 
Los Angeles, California 
December 10, 2021 
 
 
 



KetamineOne Capital Limited (formerly Myconic Capital Corp.)     
Consolidated Statements of Financial Position  
As at July 31, 2021 and 2020 
(Expressed in Canadian Dollars) 

The accompanying notes are an integral part of these consolidated financial statements 
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As at Notes 2021 2020  
Assets 

Current assets 
Cash and cash equivalents $    3,319,875 $    2,517,064 
Restricted cash 6 57,454 57,454 
Accounts receivable, net 657,225 - 
Prepaid expenses 463,952 55,014 
Note receivable  7 147,392 - 
Investments 12 295,955 2,244,220 

4,941,853 4,873,752 
Non-current assets 
Intangible assets, net 10 3,502,530 - 
Goodwill 10 10,300,000 - 
Property and equipment, net 11 235,931 - 
Research contract costs 2,738,439 - 
Right-of-use asset, net 8 202,442 45,341 
Total assets $     21,921,195 $    4,919,093 

Liabilities and shareholders’ equity 

Current liabilities 
Accounts payable and accrued liabilities    $            1,292,715    $  30,758 
Short-term lease liabilities  8       236,716 31,166 

    1,529,431 61,924 
Non-current liabilities 

Deferred revenue 6,308,170 - 
Contingent consideration 6,172,836 - 
Long-term lease liabilities     8 - 15,505
Total liabilities                14,010,437 77,429 

Shareholders’ equity 
Share capital 13 40,295,279   10,525,899 
Share payment reserve 13  5,221,308    7,443 
Accumulated deficit  (37,605,829)   (5,691,678) 
Total shareholders’ equity 7,910,758 4,841,664 
Total liabilities and shareholders’ equity $     21,921,195 $     4,919,093 

   Nature and Continuance of Operations (Note 1) 

   Subsequent Events (Note 18) 

   Approved and authorized on behalf of the Board: December 10, 2021 

  “Peter Nguyen ”   “James Henning” 
Peter Nguyen, Director   James Henning, Director 



KetamineOne Capital Limited (formerly Myconic Capital Corp.) 
Consolidated Statements of Operations 
For the years ended July 31, 2021 and 2020  
(Expressed in Canadian Dollars) 

The accompanying notes are an integral part of these consolidated financial statements 
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Note  2021  2020 
Revenue $     1,131,171 $     - 
Cost of goods sold (338,005) - 
Gross profit 793,166 - 

Expenses 

General and administrative 815,971 71,809 
Consulting 852,106 324,674 
Transfer agent and filing fees 231,767 75,005 
Depreciation of ROU Asset and Property and  
Equipment 

8, 11 
221,140 30,228 

Amortization of Intangible Assets 10 59,365 - 
Marketing expense 78,272 7,813 
Share based payments 13 5,221,308 - 
Service fees 9 912,574 - 
Transaction costs 948,374 - 
Consideration paid in excess of net liabilities acquired 
from acquisitions 

9 
12,324,999 - 

Impairment loss on goodwill 10 8,905,830 - 
Interest expense 25,106 8,902 
Professional fees 575,284 99,106 
Travel - 28,805 

(31,172,096) (646,342) 
Other 

Other income  119,432  - 
Interest income  (4,173)         27,955 
Unrealized gain (loss) on investments 12 (1,780,582) 888,160 
Realized gain on sale of investments 12 113,725 859,043 
Foreign exchange gain (loss) 16,377 (1,942) 

(1,535,221) 1,773,216 

Net income (loss)  $   (31,914,151) $      1,126,874 

Weighted average number of outstanding shares 85,843,555 57,839,400 

Basic and diluted income (loss) per share ($0.37) $0.02 

* The share numbers have been adjusted to reflect a split of the Company’s share capital on a 1:2 basis effective January 22, 2021 (Note 1)



KetamineOne Capital Limited (formerly Myconic Capital Corp.) 
Consolidated Statements of Changes in Shareholders’ Equity  
For the years ended July 31, 2021 and 2020 
(Expressed in Canadian Dollars) 
 
 

 
The accompanying notes are an integral part of these consolidated financial statements 
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    Share Capital    

 Note Number Amount 
Share Payment 

Reserve 
Accumulated 

Deficit 

Total 
Shareholders’ 

Equity 
       
Balance, July 31, 2019          13 57,839,400  $     10,525,899 $         11,241  $      (6,822,350) $        3,714,790 
Expiration of warrants  - - (3,798) 3,798 - 
Net income   -   -   - 1,126,874 1,126,874 
Balance, July 31, 2020 13 57,839,400  10,525,899  7,443   (5,691,678) 4,841,664 
Private placement  45,399,994 4,539,899 - - 4,539,899 
Issuance of common shares for services  29,267 39,019 - - 39,019 
Issuance of shares on consideration  8,116,055 11,979,588 - - 11,979,588 
Issuance of shares on asset purchase  7,000,000 12,250,000 - - 12,250,000 
Issuance of shares for finders’ fees on acquisitions  542,169 948,374 - - 948,374 
Exercise of options  100,000 12,500 (7,443) - 5,057 
Share based compensation  - - 5,221,308 - 5,221,308 
Net loss   -   -   - (31,914,151) (31,914,151) 
Balance, July 31, 2021 13 119,026,885  $    40,295,279      $    5,221,308  $    (37,605,829)   $        7,910,758 
       

 

* The share numbers have been adjusted to reflect a split of the Company’s share capital on a 1:2 basis effective January 22, 2021 (Note 1) 

 

 



  KetamineOne Capital Limited (formerly Myconic Capital Corp.) 
Consolidated Statements of Cash Flows  
For the years ended July 31, 2021 and 2020 
(Expressed in Canadian dollars) 

 
 

 
The accompanying notes are an integral part of these consolidated financial statements 
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   2021 2020 
   

Cash Flows from Operating activities   

Net income (loss) for the year $      (31,914,151)   $            1,126,874 
Adjustment for non-cash working capital item:   

Foreign exchange (gain) loss (16,377) 1,942 
Interest expense 13,715 8,902 
Depreciation of right-of-use assets    221,140 30,228 
Amortization of intangible assets 59,365 - 
Unrealized loss (gain) on marketable securities   1,780,582 (888,160) 
Realized gain on sale of marketable securities (113,725) (859,043) 
Common shares issued for services 39,019 - 
Share based payments 5,221,308 - 
Impairment loss on goodwill 8,905,830 - 
Consideration paid in excess of net liabilities acquired from        
acquisitions 

12,324,999 - 

Transaction costs 948,374 - 
Research contract costs (236,155) - 
Deferred revenue 668,719 - 
Write-off of accounts payable - (113) 

Changes in non-cash working capital items:    

Accounts receivable (652,109) - 
Prepaid expenses   (695,906) (24,239) 
Accounts payable and accrued liabilities 1,166,695 13,817 

Net cash used in operating activities (2,278,677) (589,792) 
   
Cash Flows from Investing activities   

Proceeds from sale of marketable securities 124,728 998,040 
Purchase of investments  - (1,100,000) 
Cash paid on acquisition of KGK, net of cash acquired (1,359,759) - 
Cash paid on acquisition of Mindscape (36,669) - 
Cash received on acquisition of IRP 47,463 - 
Property and equipment (1,988) - 
Proceeds from redemption of term deposit  - 57,546 

Net cash used in investing activities (1,226,225) (44,414) 
   
Cash Flows from Financing activities   

Repayment of lease liability   (270,308) (37,800) 
Proceeds from share issuance, net of issuance cost  4,539,899 - 
Proceeds from exercise of warrants  12,500 - 

Net cash provided by (used in) financing activities 4,282,091 (37,800)    
   
Net effects of foreign exchange  25,622 - 
Change in cash and cash equivalents 802,811 (672,006) 
Cash and cash equivalents, beginning of year 2,517,064 3,189,070 
Cash and cash equivalents, end of year $          3,319,875 $             2,517,064 

 
See Note 16 for a summary of the non-cash transactions.  



KetamineOne Capital Limited (formerly Myconic Capital Corp.) 
Notes to the Consolidated Financial Statements  
For the years ended July 31, 2021 and 2020 
(Expressed in Canadian dollars) 
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1. NATURE AND CONTINUANCE OF OPERATIONS 
 

KetamineOne Capital Limited. (the "Company" or “KetamineOne”) (formerly Myconic Capital Corp.), is a publicly 
listed company incorporated in the Province of British Columbia. On August 6, 2020, the Company changed its name 
from Auralite Investments Inc. to Myconic Capital Corp. and completed a consolidation of its issued and outstanding 
common shares on the basis of ten pre-consolidation shares for one post-share (the "Consolidation"). On January 22, 
2021, the Company completed a 1:2 split of its outstanding shares (the “Split”). These financial statements have been 
retroactively restated for the effects of the Consolidation and the Split.  

 
On June 1, 2021, the Company changed its name from Myconic Capital Corp. to KetamineOne Capital Limited and 
transitioned from an investment issuer to a single-purpose company, focused on consolidating medical clinics and 
becoming a North American leader in mental health treatments (see Note 13). Its head office is located at #340-1917 
West 4th Avenue, Vancouver, British Columbia, V6J 1M7.  
 
The shares of the Company are trading on NEO Exchange under the symbol “MEDI”, the OTC Markets under the 
symbol KONEF and the Frankfurt Exchange under the symbol “MY0”.  
 
During the year ended July 31, 2021, the Company completed four acquisitions to further its ability to operate as a leader 
in mental health treatments. (See Note 9) 
 
These consolidated financial statements have been prepared on the assumption that the Company will continue as a 
going concern, meaning it will continue in operation for the foreseeable future and will be able to realize assets and 
discharge liabilities in the ordinary course of operations. The Company has working capital at July 31, 2021 of 
$3,412,422 (July 31, 2020 – $4,811,828) and an accumulated deficit of $37,605,829 (July 31, 2020 - $5,691,678). The 
Company’s continuation as a going concern is dependent upon raising the necessary funds through the selling of 
investments and issuance of equity or debt sufficient to meet current and future obligations. 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. Management believes its working capital will be sufficient to support operations for the next twelve months. 
Should the Company be unable to continue as a going concern, the net realizable value of its assets may be materially 
less than the amounts on its statement of financial position. These consolidated financial statements do not reflect the 
adjustment to the amounts and classification of assets and liabilities that might be necessary were the going concern 
assumption determined to inappropriate. Such adjustments could be material.  
 
In March 2020, the World Health Organization declared coronavirus COVID-19 a global pandemic. This contagious 
disease outbreak, which has continued to spread, and any related adverse public health developments, has adversely 
affected workforces, economies, and financial markets globally, potentially leading to an economic downturn. The 
impact on the Company is not currently determinable but management continues to monitor the situation. 

 
2. SIGNIFICANT ACCOUNTING POLICIES 
 

(a) Transition to a single purpose company 
 
On June 1, 2021, the Company completed its transition to a single purpose research company, resulting in the 
Company determining that it no longer meets the criteria as an investment entity (“Investment Entity Accounting”) 
under IFRS 10, Consolidated Financial Statements (“IFRS 10”). The exact timing of the transition from an investment 
entity to a mental health focused company is highly judgmental, and the Company concluded that this transition 
occurred on June 1, 2021. As a result, effective June 1, 2021 (the “Transition Date”), the Company was required to 
apply the acquisition method of accounting as per IFRS 3, Business Combinations (“IFRS 3”), to its subsidiary that 
was previously measured at fair value through profit or loss (“FVTPL”). These financial reporting changes are material 
to the Company and have been applied on a prospective basis in accordance with relevant guidance of IFRS 10 and, 
as such, the activity prior to the Transition Date reflects Investment Entity Accounting. 

 
 



KetamineOne Capital Limited (formerly Myconic Capital Corp.) 
Notes to the Consolidated Financial Statements  
For the years ended July 31, 2021 and 2020 
(Expressed in Canadian dollars) 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

(b) Statement of compliance  
 
These consolidated financial statements of the Company were 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 policies as set out below were 
consistently applied to all the periods presented unless otherwise noted. 
 
The Board of Directors approved these consolidated financial statements on December 10, 2021. 
 
(c) Basis of presentation 
 
The consolidated financial statements of the Company have been prepared on an accrual basis and are based on 
historical costs, modified where applicable. The financial statements are presented in Canadian dollars, which is the 
Company and its subsidiaries functional currency, unless otherwise noted.  
 
(d) Consolidation 
 
The consolidated financial statements include the accounts of the Company and its controlled entities. Control occurs 
when the Company is exposed to, or has right to, variable returns from its involvement with an investee and has the 
ability to affect those returns through its power over the investee. Details of controlled entities are as follows:  
 

 
Country of 

Incorporation 
Percentage 
Ownership 

Functional 
Currency 

Mindscape Ketamine & Infusions Therapy LLC USA 100% US Dollar 
KGK Science Inc. Canada 100% CDN Dollar 
Integrated Rehab and Performance Ltd.  Canada 100% CDN Dollar 

 
Inter-company balances and transaction, including unrealized income and expenses arising from inter-company 
transactions are eliminated on consolidation. All figures presented in the consolidated financial statements are in 
Canadian dollars unless stated otherwise.  
 
(e) Use of estimates and judgments 
 
The preparation of the Company’s consolidated financial statements in conformity with IFRS requires management to 
make judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts 
of assets, liabilities, revenues and expenses. Estimates and underlying assumptions are reviewed on an ongoing basis. 
Revisions to accounting estimates are recognized in the period in which the estimate is revised and in any future periods 
affected. Significant areas requiring the use of estimates include the recognition of deferred income tax assets. Actual 
results may differ from these estimates. Significant areas requiring the use of judgment in applying the Company’s 
accounting policies include the assessment of the Company’s ability to continue as a going concern and whether there  
are events or conditions that may give rise to significant uncertainty. 
 
Information about critical judgments and estimates in applying accounting policies that have the most significant effect 
on the amounts recognized in the consolidated financial statements are as follows: 

 
(i) Fair value of investment in securities not quoted in an active market or private company investments 
 
Where the fair values of financial assets and financial liabilities recorded on the statement of financial position 
cannot be derived from active markets, they are determined using a variety of valuation techniques. The inputs 
to these models are derived from observable market data where possible, but where observable market data are 
not available, judgment is required to establish fair values. 



KetamineOne Capital Limited (formerly Myconic Capital Corp.) 
Notes to the Consolidated Financial Statements  
For the years ended July 31, 2021 and 2020 
(Expressed in Canadian dollars) 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

(e) Use of estimates and judgments (continued) 
 

(ii) Share-based payments 
 

The Company uses the Black-Scholes Option Pricing Model to fair value options in order to calculate share-
based compensation expense. The Black-Scholes model involves six key inputs to determine the fair value of 
an option: risk-free interest rate, exercise price, market price of the Company’s shares at date of issue, expected 
dividend yield, expected life, and expected volatility. Certain of the inputs are estimates which involve 
considerable judgment. The Company is also required to estimate the future forfeiture rate of options based on 
historical information in its calculation of share-based compensation expense. 
 
(iii) Business combination and asset acquisition 
 
Judgement is required to determine if the Company’s acquisitions represented a business combination or an 
asset purchase. More specifically, management concluded that certain of the Company’s acquisitions did not 
represent a business, as the assets acquired were not an integrated set of activities with inputs, processes and 
outputs. An allocation of the purchase price to the individual identifiable assets acquired, including intangible 
assets, and liabilities assumed based on their relative fair values at the date of purchase was required based on 
management estimates.  
 
In a business combination, all identifiable assets, liabilities and contingent liabilities acquired are recorded at 
their respective fair values on the date of acquisition. One of the most significant areas of judgement and 
estimation relates to the determination of the fair value of each asset and liability, and the fair value of 
consideration and contingent consideration. If any intangible assets are identified, depending on the type of 
intangible asset and complexity of determining its fair value, an independent external valuation expert may 
develop the fair value, using appropriate valuations techniques, which are generally based on a forecast of the 
total expected future net cash flows. These valuations are linked closely to the assumptions made by 
management regarding the future performance of the assets concerned and any changes in the discount rate 
applied. In certain circumstances where estimates have been made, the Company may obtain third-party 
valuations of certain assets.  

 
(iv) Long-lived assets 
 
The carrying value of intangible assets with definite lives and equipment is reviewed each reporting period to 
determine whether there is any indication of impairment. If the carrying amount of an asset exceeds its fair 
value, the asset is impaired, and an impairment loss is recognized in profit or loss. The assessment of fair values 
requires the use of estimates and assumptions related to future operating performance and discount rates, 
differences in these estimates and assumptions could have a significant impact on the consolidated financial 
statements. 

 
 
 
 
 
 
 

  



KetamineOne Capital Limited (formerly Myconic Capital Corp.) 
Notes to the Consolidated Financial Statements  
For the years ended July 31, 2021 and 2020 
(Expressed in Canadian dollars) 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

(e) Use of estimates and judgments (continued) 
 

(v) Going concern 
 
Management has applied judgments in the assessment of the Company’s ability to continue as a going concern 
when preparing its consolidated financial statements for the year ended July 31, 2021. Management prepares 
the consolidated financial statements on a going concern basis unless management either intends to liquidate 
the entity or to cease trading or has no realistic alternative but to do so. In assessing whether the going concern 
assumption is appropriate, management takes into account all available information about the future, which is 
at least, but is not limited to, twelve months from the end of the reporting period. Management considered a 
wide range of factors relating to current and expected profitability, debt repayment schedules and potential 
sources of replacement financing. As a result of the assessment, management concluded there are significant 
doubts as to the ability of the Company to meet its obligations as they fall due (see Note 1). 

 
(f) Foreign currency translation 
 
The Company’s functional and presentation currency is the Canadian dollar. Transactions in currencies other than the 
entity’s functional currency (foreign currencies) are recognized at the rates of exchange prevailing at the dates of the 
transactions. At the end of each reporting period, monetary items denominated in foreign currencies are retranslated 
at the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign currencies 
are retranslated at the rates prevailing at the date when the fair value was determined. Gains and losses are included 
in results of operations. 

 
(g)   Financial instruments 

 
The following table shows the classification of financial instruments under IFRS 9: 
 

Financial asset/liability Classification  
Cash and cash equivalents and restricted cash FVTPL 
Accounts receivable Amortized cost 
Investments FVTPL 
Accounts payable and accrued liabilities Amortized cost 

 
Initial recognition and measurement – financial assets 
 
Non-derivative financial assets within the scope of IFRS 9 are classified and measured as “financial assets at fair 
value”, as either fair value through profit and loss (“FVPL”) or fair value through other comprehensive income 
(“FVOCI”), and “financial assets at amortized costs”, as appropriate. The Company determines the classification of 
financial assets at the time of initial recognition based on the Company’s business model and the contractual terms of 
the cash flows. 
 
All financial assets are recognized initially at fair value plus, in the case of financial assets not at FVPL, directly 
attributable transaction costs on the trade date at which the Company becomes a party to the contractual provisions of 
the instrument. 
 
Financial assets with embedded derivatives are considered in their entirety when determining their classification at 
FVPL or at amortized cost. 
 
 
 
 



KetamineOne Capital Limited (formerly Myconic Capital Corp.) 
Notes to the Consolidated Financial Statements  
For the years ended July 31, 2021 and 2020 
(Expressed in Canadian dollars) 

 

12 

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

Subsequent measurement – financial assets at amortized cost 
 
After initial recognition, financial assets measured at amortized cost are subsequently measured at the end of each 
reporting period at amortized cost using the Effective Interest Rate (“EIR”) method, less any impairment. Amortized 
cost is calculated by taking into account any discount or premium on acquisition and any fees or costs that are an 
integral part of the EIR. 

 
Subsequent measurement – financial assets at FVPL 
 
Financial assets measured at FVPL include financial assets management intends to sell in the short term and any 
derivative financial instrument that is not designated as a hedging instrument in a hedge relationship. Financial assets 
measured at FVPL are carried at fair value in the statements of financial position with changes in fair value recognized 
in other income or expense in the statements of comprehensive loss.  
 
Subsequent measurement – financial assets at FVOCI 
 
Financial assets measured at FVOCI are non-derivative financial assets that are not held for trading and the Company 
has made an irrevocable election at the time of initial recognition to measure the assets at FVOCI. Elected investments 
in equity instruments at FVOCI are subsequently measured at fair value, with gains and losses recognized in other 
comprehensive income (loss) and are never reclassified to profit or loss. 
 
Impairment of financial assets  
 
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 statements of net (loss) income, 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. 
 
Derecognition 
 
A financial asset is derecognized when the contractual rights to the cash flows from the asset expire, or the Company 
no longer retains substantially all the risks and rewards of ownership. Gains and losses on derecognition are generally 
recognized in the statement of comprehensive loss. However, gains and losses on derecognition of financial assets 
classified as FVOCI remain within accumulated other comprehensive income (loss). 
 
Property and equipment 
 
Property and equipment are measured at cost less accumulated depreciation and amortization. Cost includes 
expenditures that are directly attributable to the acquisition of the asset. Gains and losses on disposal are determined 
by comparing the proceeds from disposal and the carrying amount of the asset and are recognized in the consolidated 
statements of operations.  
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

Depreciation is calculated using the straight-line method over the useful life of each asset as follows: 
 
Computers and Software    3 - 5 years 
Furniture and Fixtures    5 - 10 years 
Equipment     5 - 10 years 
Leasehold improvements    Lesser of life or lease term 
 

Depreciation methods, useful lives, and estimated residual values are reviewed at the end of each financial year. 
 
Business Combination 
 
A business combination is a transaction or event in which an acquirer obtains control of one or more businesses and 
is accounted for using the acquisition method. The total consideration paid for the acquisition includes the fair value 
of equity instruments issued in exchange for control of the acquiree at the acquisition date. The acquisition date is the 
date when the Company obtains control of the acquiree. The identifiable assets acquired, and liabilities assumed are 
recognized at their acquisition date fair values, except for deferred taxes and share based payment awards where IFRS 
provides exceptions to recording the amounts at fair value.  
 
Goodwill represents the difference between total consideration paid and the fair value of the net-identifiable assets 
acquired. Acquisition costs incurred are expensed in profit or loss.  
 
Contingent consideration is measured at its acquisition date fair value and is included as part of the consideration 
transferred in a business combination, subject to the applicable terms and conditions. Contingent consideration that is 
classified as equity is not measured at subsequent reporting dates and its subsequent settlement is accounted for within 
equity. Contingent consideration that is classified as an asset or liability is remeasured at subsequent reporting dates 
in accordance with IFRS 9 Financial Instruments with the corresponding gain or loss recognized in profit or loss.  
 
Based on the facts and circumstances that existed at the acquisition date, management will perform a valuation analysis 
to allocate the purchase price based on fair values of identifiable assets acquired or liabilities assumed on the 
acquisition date. Management has one year from acquisition date to confirm and finalize the facts and circumstances 
that support the finalized fair value analysis and related purchase price allocation. Until such time, these values are 
provisionally reported and are subject to change. Changes in fair values and allocations are retrospectively adjusted 
in subsequent periods.  
 
Acquisitions that do not meet the definition of a business combination are accounted for as asset acquisitions. 
Consideration paid for an asset acquisition is allocated to the individual identifiable assets acquired and liabilities 
assumed based on their relative fair values. Asset acquisitions do not give rise to goodwill.  
 
Finite lived intangible assets 
 
Finite-lived intangible assets consisting of patient list and customer relationships are recorded at cost less accumulated 
amortization and accumulated impairment losses. Amortization is provided on a straight-line basis from when the 
asset is available for use, over the following terms:  
 
The estimated useful life and amortization method are reviewed at the end of each reporting period, with the effect of 
any changes in estimate being accounted for on a prospective basis. Management estimates that its finite lived 
intangible assets have a useful life of five years. 
 
Intangible assets with finite useful lives are tested for impairment when events or changes in circumstances indicate 
that the carrying amount may not be recoverable.  
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

Impairment of long-lived assets 
 
Long-lived assets, including property and equipment and intangible assets are reviewed for impairment at each 
reporting date or whenever events or changes in circumstances indicate that the carrying amount of an asset exceeds 
its recoverable amount. For the purpose of impairment testing, assets that cannot be tested individually are grouped 
together into the smallest group of assets that generates cash inflows from continuing use that are largely independent 
of the cash inflows of other assets or groups of assets (the cash-generating unit, or “CGU”). The recoverable amount 
of an asset or a CGU is the higher of its fair value, less costs of disposal, and its value in use. If the carrying amount 
of an asset exceeds its recoverable amount, an impairment charge is recognized immediately in profit or loss equal to 
the amount by which the carrying amount exceeds the recoverable amount. Where an impairment loss subsequently 
reverses, the carrying amount of the asset is increased to the lesser of the revised estimate of recoverable amount, and 
the carrying amount that would have been recorded had no impairment loss been recognized previously. 
 
Goodwill 
 
Goodwill represents the excess of the price paid for the acquisition of an entity over the fair value of the net identifiable 
tangible and intangible assets and liabilities acquired. Goodwill is allocated to the CGU or CGUs to which it relates. 
Goodwill is measured at historical cost and is evaluated for impairment annually in the fourth quarter or more often if 
events or circumstances indicate there may be an impairment. Impairment is determined for goodwill by assessing if 
the carrying value of CGUs, including goodwill, exceeds its recoverable amount determined as the greater of the 
estimated fair value less costs of disposal and the value in use. Impairment losses recognized in respect of the CGUs 
are first allocated to the carrying value of goodwill and any excess is allocated to the carrying amount of assets in the 
CGUs. Any goodwill impairment is recorded in income in the period in which the impairment is identified. Impairment 
losses on goodwill are not subsequently reversed.  
 
Revenue recognition 
 
Revenue from contracts with customers 
 
Revenue is measured based on the consideration specified in a contract with a customer and excludes amounts 
collected on behalf of third parties. The Company recognizes revenue when it transfers control over a product or 
service to a customer. 
 
The Company follows the five-step model in the Standard to recognize revenue 

 
 Identify the contract with a customer 
 Identify the performance obligations in the contract 
 Determine the transaction price 
 Allocate the transaction price to performance obligations in the contract 
 Recognize revenue when the Company satisfies a performance obligation 

 
Revenue from providing research services for customers who are conducting human clinical trials. Billing or payments 
received from customers in advance of revenue recognition are recorded as deferred revenue on the consolidated 
statements of financial position, and costs incurred for fulfilling the contract are recorded as research contract cost on 
the consolidated statements of financial position.  The Company satisfies its performance obligation at a point in time 
when milestones are achieved such as receiving regulatory approval, clinical trial completion and delivery of final 
report. 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

Costs to obtain or fulfil contracts with customers (Research Contract Costs). 
 
The Company capitalizes the incremental costs incurred to obtain the contracts and direct costs incurred to fulfil the 
contracts and records them as research contract costs on the consolidated statements of financial position. Incremental 
costs are those costs the Company incurs to obtain a contract with a customer that would not have been incurred if the 
contract had not been obtained. 
 
Expenditures that do not meet the above criteria are expensed when incurred.  
 
The Company amortizes the research contract costs on a systematic basis that is consistent with the transfer of research 
services and periodically compares the carrying amount to the remaining amount of consideration that Company 
expects to receive in exchange for the services to which the asset relates less the costs that relate directly to provide 
the services that have not been recognized as expenses (the recoverable amount). If the carrying amount of the asset 
is greater than the recoverable amount, an impairment loss will be recorded. 

 
Deferred Revenue 
 
Revenue from clinic research is recognized at a point in time when the following criteria are met: there is agreement 
with a customer confirming the amount of total contract revenue so that the revenue can be measured reliably, the 
receipt of payment is probable, and costs incurred and to be incurred can be measured reliably.  
 
Changes in revenue recognized as a result of adjustments to total expected costs are recognized in profit or loss on a 
prospective basis. Invoices related to these projects are issued based on the achievement of milestones during the 
project or other contractual terms. The difference between contractual payments received and revenue recognized is 
recorded as deferred revenue when receipts exceed revenue and as unbilled accounts receivable when revenue 
recognized exceeds receipts. 
 
When the outcome of an arrangement cannot be estimated reliably, revenue is recognized only to the extent of the 
expenses recognized that are recoverable. 
 
(f) Share Capital 
 
Common shares are classified as equity. Transaction costs directly attributable to the issue of common shares and 
stock options are recognized as a deduction from shareholders’ equity, net of any tax effects. Where the Company 
issues common shares and warrants together as units, value is allocated first to share capital based on the market value 
of common shares on the date of issue, with any residual value from the proceeds being allocated to the warrants. 
Consideration received for the exercise of options and warrants is recorded in share capital and the related amount 
recognized in share-based payment reserve is transferred to share capital. 
 
(g) Income (Loss) per share 
 
Basic income (loss) per share is calculated by dividing net income (loss) attributable to common shareholders of the 
Company by the weighted average number of common shares outstanding during the reporting period. Diluted income 
(loss) per share is determined by adjusting the net income (loss) attributable to common shares and the weighted 
average number of common shares outstanding, for the effects of all dilutive potential common shares. 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

(h) Share-based payments 
 

Share-based payments to employees are measured at the fair value of the instruments issued and amortized over the 
vesting periods. Share-based payments to non-employees are measured at the fair value of goods or services received 
or the fair value of the equity instrument issued, if it is determined the fair value of the goods or services cannot be 
reliably measured and are recorded at the date the goods or services are received. The corresponding amount is credited 
to the share-based payment reserve. The fair value of options is determined using the Black-Scholes Option Pricing 
Model. The number of shares and options expected to vest is reviewed and adjusted at the end of each reporting period 
such that the amount recognized for services received as consideration for the equity instruments granted, shall be 
based on the number of equity instruments that eventually vest. 
 
(i) Cash and cash equivalents 
 
The Company considers all highly liquid instruments with a maturity of three months or less at the time of issuance 
or which are readily redeemed into known amounts of cash without significant penalties to be cash equivalents. 
 
(j) Current and Deferred Income Taxes and Income Taxes 
 
Income tax expense comprises of current and deferred tax. Current tax and deferred tax are recognized in net income 
(loss) except to the extent that it relates to a business combination or items recognized directly in equity or in other 
comprehensive loss. 
 
Current income taxes are recognized for the estimated income taxes payable or recoverable on taxable income or loss 
for the current year and any adjustment to income taxes payable in respect of previous years. Current income taxes 
are determined using tax rates and tax laws that have been enacted or substantively enacted by the year-end date. 
 
Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs from its tax 
base, except for temporary differences arising on the initial recognition of an asset or liability in a transaction which 
is not a business combination and at the time of the transaction affects neither accounting nor taxable profit nor loss. 
 
Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences is restricted 
to those instances where it is probable that future taxable profit will be available against which the deferred tax asset 
can be utilized. At the end of each reporting period, the Company reassesses unrecognized deferred tax assets. The 
Company recognizes a previously unrecognized deferred tax asset to the extent that it has become probable that future 
taxable profit will allow the deferred tax asset to be realized. 
 
(k) Accounts Receivable and Allowance for Doubtful Accounts 
 
Accounts receivable are stated at the amount we expect to collect, which is net of an allowance for doubtful accounts 
for estimated losses resulting from the inability of our customers to make required payments. Our evaluation of the 
collectability of customer accounts receivable is based on various factors, including the length of time the receivables 
are past due, our history of bad debts and general industry conditions. Accounts that are deemed uncollectible are 
written off against the allowance for doubtful accounts.  Research contract accounts receivable have a historically 
high collection rate. As of July 31, 2021 and 2020, the allowance for doubtful accounts was $419,873 and nil, 
respectively. 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

(l) IFRS 16 Leases 
 
The Company adopted IFRS on August 1, 2019, on a modified retrospective approach. This new standard replaces 
IAS 17 Leases and the related interpretive guidance. IFRS 16 applies a control model to the identification of leases, 
distinguishing between a lease and a service contract on the basis of whether the customer controls the asset being 
leased. For those assets determined to meet the definition of a lease, IFRS 16 introduces significant changes to the 
accounting by lessees, introducing a single, on-balance sheet accounting model that is similar to current finance lease 
accounting, with limited exceptions for short-term leases or leases of low value assets. There has been no adjustment 
to these financial statements as a result of the transition to IFRS 16 as of August 1, 2019. Comparative figures for 
fiscal year 2019 have not been restated as a result of applying the modified retrospective approach.  

 
As a result of adopting IFRS 16, the Company updated its lease accounting policies as follows:  
 
The Company assesses whether a contract is or contains a lease at inception of the contract. A lease is recognized as 
a right-of-use asset and corresponding liability at the commencement date. Each lease payment included in the lease 
liability is apportioned between the repayment of the liability and a finance cost. Lease liabilities represent the net 
present value of fixed lease payments (including in-substance fixed payments); variable lease payments based on an 
index, rate, or subject to a fair market value renewal condition; amounts expected to be payable by the lessee under 
residual value guarantees, the exercise price of a purchase option if the lessee is reasonably certain to exercise that 
option, and payments of penalties for terminating the lease, if it is probable that the lessee will exercise that option.  
 
The lease payments are discounted using an incremental borrowing rate. The period over which the lease payments 
are discounted is the expected lease term, including renewal and termination options that the Company is reasonably 
certain to exercise.  
 
Payments associated with short-term leases and leases of low-value assets are recognized as an expense on a straight-
line basis in the statement of comprehensive loss. Short term leases are defined as leases with a lease term of 12 
months or less. 
 
Right-of-use assets are measured at cost, which is calculated as the amount of the initial measurement of lease liability 
plus any lease payments made at or before the commencement date, any initial direct costs and related restoration 
costs. The right-of-use assets are depreciated on a straight-line basis over the shorter of the lease term and the useful 
life of the underlying asset. The depreciation is recognized from the commencement date of the lease. 
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3. FINANCIAL INSTRUMENTS 
 

IFRS 13, Fair Value Measurement, establishes a fair value hierarchy that prioritizes the input to valuation techniques 
used to measure fair value as follows: 
 
Level 1 – quoted prices (unadjusted) 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. derived from prices); and 
Level 3 – inputs for the asset or liability that are not based on observable market data (unobservable inputs). 
 
The following is an analysis of the Company’s financial assets measured at fair value as at July 31, 2021 and 2020: 

 
 
 
 
 
 
 
 
 
 
Investments in private companies and other investments – When the fair values of financial assets and financial 
liabilities recorded on the consolidated statements of financial position cannot be derived from Level 1 or Level 2 
hierarchy, they are determined using a variety of valuation techniques. The inputs to these models are derived from 
observable market data where possible, but where observable market data is not available, judgement is required to 
establish fair value. 
 
There were no movements between levels during the years ended July 31, 2021 and 2020. 

  

 As at July 31, 2021 
 Level 1 Level 2 Level 3 Total 

Cash and cash equivalents $         3,319,875  $                      - $                         - $          3,319,875 
Restricted cash                 57,454                          -                            -      57,454 
Investments 188,200 14,755 93,000   295,955 

 $         3,565,529 $            14,755 $             93,000 $        3,673,284 

 As at July 31, 2020 
 Level 1 Level 2 Level 3 Total 

Cash and equivalents $          2,517,064  $                      - $                         - $        2,517,064 
Restricted cash                 57,454                          -                            -      57,454 
Investments 1,122,568 964,971 156,681   2,244,220 

 $          3,697,086 $            964,971 $             156,681 $        4,818,738 
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4. FINANCIAL RISK MANAGEMENT 
 

(a) Overview 
 
The Company has exposure to the following risks from its use of financial instruments:  
 Market risk; 
 Credit risk; and 
 Liquidity risk. 

 
(b) Market risk 

 
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes 
in market prices. Market risk comprises three types of risk: interest rate risk, foreign currency risk and other price 
risk. 

 
(i) 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 is exposed to interest rate risk on its restricted 
cash as these instruments have maturities of one year or less and are therefore exposed to interest rate 
fluctuations on renewal. A 1% change in the market interest rates would have an impact on the Company’s 
net income of $575. 

 
(c) Liquidity risk 

 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. 
The Company assesses its liquidity risk by forecasting cash flows required by operations and anticipated 
financing activities.  The Company is exposed to liquidity risk. 
 
The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet 
liabilities when due.  As at July 31, 2021, the Company had a cash balance of $3,319,875 (2020 - $2,517,064) 
to settle current liabilities of $1,529,431 (2020 - $61,924).   

 
(d) Credit risk  

 
Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet its 
payment obligations. The Company’s exposure to credit risk is limited to its cash balances, accounts receivable 
and note receivable (included in investments). The risk exposure is limited to the carrying amounts at the 
statement of financial position dates. 
 
The Company’s cash balances are held in accounts at a major Canadian financial institution. The credit risk 
associated with cash is mitigated, as cash is held at major institutions with high credit ratings. 
 
Accounts receivable balances are receivable from financial stable companies with good credit history. The 
Company estimates an allowance for expected credit losses (i.e., the inability of our customers to make required 
payments). These estimates are based on a combination of past experience and current trends. 
 
The Company’s investment in note receivable is held with a private company. The credit risk associated with 
the note receivable is minimized by shares of the borrower as collateral should they default. 
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5. CAPITAL MANAGEMENT 
 
As at July 31, 2021, the Company’s capital is composed of shareholders’ equity. The Company’s primary objectives, 
when managing its capital, are to maintain adequate levels of funding to support operations of the Company and to 
maintain corporate and administrative functions. 
 
 The Company defines capital as items included in shareholders’ equity, consisting of the issued common shares. The 
capital structure of the Company is managed to provide sufficient funding for operating activities. Funds are primarily 
secured through a combination of equity capital raised by way of private placements and short-term debt. There can 
be no assurances that the Company will be able to continue raising equity capital and short-term debt in this manner. 
The Company invests all capital that is surplus to its immediate needs in short-term, liquid and highly rated financial 
instruments, such as cash and other short-term deposits, which are all held with major financial institutions.  
 
There were no changes to the Company’s approach to capital management during the year ended July 31, 2021. The 
Company is not subject to external capital requirements. 
 

6. RESTRICTED CASH 
 

As at July 31, 2021, the Company held restricted cash balance of $57,454 (2020 - $57,454). Restricted cash relates to 
the Company’s credit card with a financial institution that requires funds to be held in term deposit in the form of 
guaranteed investment certificate (GIC).  

 
7. NOTE RECEIVABLE 
 

On May 15, 2020, the Company entered into a $247,000 (250,000 Singapore dollars) Secured Note with EVVO. The 
Secured Note is due one year from issuance, is non-interest bearing and secured by a pledge of the disposed EVVO 
shares. The Secured Note was recognized at a fair value of $158,623 using a discount of 35% on face value. The 
difference between the fair value and the face value of the Secured Note of $88,377 was recorded in the consolidated 
statement of operations. During the year ended July 31, 2021, the Company recorded a foreign exchange loss of $9,289 
on the Secured Note and the balance as at July 31, 2020, is $147,392.  This amount has been reclassified to Note 
Receivables as at July 31, 2021 and was presented within Investments for the year ended July 31, 2020.  On May 15, 
2021, the Company extended the maturity date to May 15, 2022. 
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8. RIGHT-OF-USE ASSET AND LEASE LIABILITY 
 

The Company adopted IFRS 16 – Leases on August 1, 2019. The Company’s adoption of the new standard resulted 
in recognition of a right-of-use asset and lease liability of $75,569. As at July 31, 2021 the Company had a right-of-
use asset of $202,442 and lease liability of $236,716. The depreciation expense of the right-of-use asset during the 
years ended July 31, 2021 and 2020, was $30,228. 
 
At the commencement date of the lease, the lease liability was measured as the present value of the future lease 
payments that were not paid at that date. These lease payments are calculated using a rate of 14%, which is the 
Company’s incremental borrowing rate.  

 
  The following is a continuity schedule of lease liabilities for the year ended July 31, 2021: 

 
 Lease liability continuity 
Balance, July 31, 2020 $                 46,671 
Lease additions (Note 9) 446,638 
Lease payments (270,308) 
Interest expense on lease liabilities 13,715 
Balance, July 31, 2021 $               236,716 

 
 Future payments for the facility are as follows: 
  

 Future payments 
July 31, 2022 $              236,716 
Total $              236,716 

 
     The following is a continuity schedule of right-of-use asset for the year ended July 31, 2021: 

 
 Right-of-use asset 

continuity 
Balance, July 31, 2020 $                45,341 
Lease additions (Note 9) 362,086 
Depreciation  (204,985) 
Balance, July 31, 2021 $              202,442 
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9. BUSINESS COMBINATIONS AND ASSET AQUISITION 
 
Mindscape 
 
On April 21, 2021, the Company acquired all of the issued and outstanding equity of Mindscape Ketamine & Infusions 
Therapy LLC, (“Mindscape”) through a cash payment of US$50,000 and issued 94,292 common shares to the sole 
owner of Mindscape. To account for the transaction, the Company has performed a business valuation at the date of 
acquisition and a purchase price allocation. The following table summarizes the consideration and closing date fair 
values of the net identifiable assets acquired: 
  

Purchase price:  
Cash consideration of US$50,000                $            62,615 
94,292 common shares issued to acquire 100% of the net assets of Mindscape 101,835 
Total consideration             164,450 
  
Fair value of nets assets acquired  
Cash 25,946 
Intangible assets – patient list 78,895 
Accounts payable (9,972) 
Identifiable net assets acquired                  94,869 
  
Net assets acquired attributable to the Company 94,869 
  
Total goodwill 69,581 
Goodwill attributable to the Company (Note 10)     $            69,581 

 
The Company determined that Mindscape’s business plans were synergistic with the Company’s overall business plan 
and objectives. Intangible assets consist of the assembled workforce, cost synergies and patient list as well as future 
economic potential of Mindscape’s underlying assets.  
 
The financial results of Mindscape have been consolidated from the date of acquisition, April 21, 2021. During the 
period from April 21, 2021 to July 31, 2021, the Company recorded a net loss of $151,765. 
 
During the year ended July 31, 2021, the Company completed its annual assessment of the recoverable value of 
goodwill and determined that based on cash flow projections of the business of Mindscape, the recoverable value of 
goodwill was below the carrying value of the operating unit (“CGUs”). The recoverable amount of each CGU was 
determined based on updated cash flow projections in light of the current COVID-19 pandemic. The cash flows are 
management’s best projections on current and anticipated market conditions covering a five-year period.  
 
As at July 31, 2021, the Company determined that the recoverable amount of each CGU was below the carrying value 
and recorded an impairment to goodwill of $69,581 (Note 10).  
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9. BUSINESS COMBINATION AND ASSET AQUISITION (CONTINUED) 
 
Aleafia – Clinic Assets 
 
 On May 10, 2021, the Company announced the execution and closing of an asset purchase agreement for the 
acquisition of certain clinical assets as an investment from Canabo Medical Corporation (“Canabo”) and Growwise 
Health Limited (“Growwise”), both wholly owned subsidiaries of Aleafia Health Inc. (“Aleafia”). 
 
As stated within the Asset Purchase Agreement (the “Agreement”), The Company acquired certain assets relating to 
the clinics in exchange for 7,000,000 common shares at $1.75 per share of the Company as at the closing date (the 
“Consideration Shares”). The Consideration Shares are subject to a lock-up period of 12 months on issuance, with 5% 
of the Consideration Shares releasing at closing, one fourth being released after four, six and nine months, and the 
remaining 20% released on the first anniversary following the closing of the acquisition. In connection with the 
completion of the transaction, the Company has issued 500,000 common shares to an arm’s-length third party that 
assisted in the facilitation of the Asset Purchase. The finder fees were expensed as transaction costs. 
 
The acquisition of certain assets of Canabo by the Company does not meet the definition of a business and is therefore 
outside the scope of IFRS 3. The transaction will be accounted for as an asset acquisition. As a result, under IFRS, the 
transaction has been measured at the fair value of equity consideration issued to acquire these entities. The purchase 
price was determined based on IFRS 2 – Share Based Payments. 

 
 

Purchase price:  
7,000,000 common shares issued  $       12,250,000 
Total consideration  12,250,000 
  
Fair value of nets assets acquired  
Right-of-use Asset 232,419 
Right-of-use Liability (307,418) 
Identifiable net liabilities acquired (Note 10)                 (74,999) 
  
Consideration paid in excess of net liabilities acquired from acquisitions $      12,324,999 

 
During the year ended July 31, 2021, the Company recorded $912,574 for service fees relating to Aleafia’s operation 
of the Clinic Assets. 
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9. BUSINESS COMBINATION AND ASSET AQUISITION (CONTINUED) 
 

 KGK 
 
On June 3, 2021, the Company acquired all of the issued and outstanding equity of KGK Science Inc. (“KGK”) 
through the issuance of 7,419,353 common shares in the amount of $11,083,586, cash consideration of $1,500,000, 
and $1,000,000 in cash payable 6 months after closing. As well as certain milestones to be realized and a service credit 
agreement with Auxly. To account for the transaction, the Company has performed a business valuation at the date of 
acquisition and a purchase price allocation. The following table summarizes the consideration and closing date fair 
values of the net identifiable assets acquired: 
 

Purchase price:  
Fair value of 7,419,353 common shares issued for 100% of the net assets of KGK $       11,083,586 
$1,500,000 cash consideration 1,500,000 
$1,000,000 cash consideration 6 months after closing 933,000 
Auxly service credit agreement 2,189,000 
Fair value of $2,500,000 worth of common shares issued upon the realization of 
certain milestones 2,215,000 
Total consideration       17,920,586 
  
Fair value of nets assets acquired  
Cash 140,241 
Marketable securities 52,716 
Research contract costs 2,942,284 
Property and equipment 232,567 
Right of use asset 129,667 
Non-cash working capital (339,685) 
Sales tax payable (9,545) 
Right of use lease (139,220) 
Onerous contracts (440,000) 
Deferred revenue (5,639,451) 
Intangible assets – customer relationships 3,353,000 
Identifiable net assets acquired       282,574 
  
Net assets acquired attributable to the Company 282,574 
  
Total goodwill 17,638,012 
Goodwill attributable to the Company (Note 10)    $       17,638,012 
  

The Company determined that KGK’s business plans were synergistic with the Company’s overall business plan and 
objectives. Intangible assets consist of the assembled workforce, cost synergies and customer relationships as well as 
future economic potential of KGK’s underlying assets.  
 
The financial results of KGK have been consolidated from the date of acquisition, June 3, 2021. During the period 
from June 3, 2021 to July 31, 2021, the Company recorded a net loss of $2,732,010. 
 
During the year ended July 31, 2021, the Company completed its annual assessment of the recoverable value of 
goodwill and determined that based on cash flow projections of the business of KGK, the recoverable value of 
goodwill was below the carrying value of the operating unit (“CGUs”). The recoverable amount of each CGU was 
determined based on updated cash flow projections in light of the current COVID-19 pandemic. The cash flows are 
management’s best projections on current and anticipated market conditions covering a five-year period.  
 
As a result of this assessment, the Company recorded an impairment to goodwill of $7,338,012 (Note 10).       
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9. BUSINESS COMBINATION (CONTINUED) 
 

IRP 
 
On June 15, 2021, the Company acquired all of the issued and outstanding equity of Integrated Rehab and Performance 
Ltd, (“IRP”) through the issuance of 602,410 common shares in the amount of $794,167 with 95% of the consideration 
shares subject to a lock-up period of 18 months on issuance from the close date of the acquisition. As well, IRP is 
entitled to 700,000 common shares upon realizing certain milestones. The Company paid a finders fee of 42,169 
common shares to an arm's-length finder in connection with the closing of the transaction. The finder fees were 
expensed as transaction costs. In relation to the transaction, the Company entered into a consulting agreement with an 
arm’s length party (the “Consultant”). The Consultant will act as the Chief Executive Officer of the Company’s wholly 
owned subsidiary. Under the terms of the arrangement, the Company is committed to pay $12,500 per month and pay 
the Consultant a cash bonus equal to 10% of pre-tax net income per annum until June 30, 2023 (the “Term”). The 
Consultant has the option to extend the Term by one additional year. To account for the transaction, the Company has 
performed a business valuation at the date of acquisition and a purchase price allocation. The following table 
summarizes the consideration and closing date fair values of the net identifiable assets acquired: 
 

Purchase price:  
602,410 common shares issued to acquired 100% of the net assets of IRP $          794,167 
Fair value of 700,000 common shares issued upon the realization of certain milestones 835,836 
Total consideration         1,630,003 
  
Fair value of nets assets acquired  
Cash 47,463 
Receivables and prepaids 5,116 
Property and equipment 17,487 
Intangible assets – patient list 130,000 
Accounts payable (68,300) 
Identifiable net assets acquired          131,766 
  
Net assets acquired attributable to the Company 131,766 
  
Total goodwill 1,498,237 
Goodwill attributable to the Company (note 10) $        1,498,237 

 
The Company determined that IRP’s business plans were synergistic with the Company’s overall business plan and 
objectives. Intangible assets consist of the assembled workforce, cost synergies and patient list as well as future 
economic potential of IRP’s underlying assets.  
 
The financial results of IRP have been consolidated from the date of acquisition, June 15, 2021. During the period 
from June 15, 2021 to July 31, 2021, the Company recorded a net loss of $70,851. 
 
During the year ended July 31, 2021, the Company completed its annual assessment of the recoverable value of 
goodwill and determined that based on cash flow projections of the business of IRP, the recoverable value of goodwill 
was below the carrying value of the operating unit (“CGUs”). The recoverable amount of each CGU was determined 
based on updated cash flow projections in light of the current COVID-19 pandemic. The cash flows are management’s 
best projections on current and anticipated market conditions covering a five-year period.  
 
As at July 31, 2021, the Company recorded an impairment to goodwill of $1,498,237 (Note 10). 
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10. INTANGIBLE ASSETS AND GOODWILL 
 

The Company acquired certain intangible assets through its acquisitions including workforce, patient lists, and 
customer relationships (Note 9). 
 

  
Patient list 

Customer 
relationships 

Total 

Balance, July 31, 2020  $                      - $                         - $                         - 
Acquisitions (Note 9)  208,895 3,353,000 3,561,895 
Amortization  (3,482) (55,883) (59,365) 

Balance, July 31, 2021  $          205,413 $          3,297,117 $          3,502,530 
 
For the year ended June 30, 2021, the Company recorded amortization of $59,365 using an estimated 5 years useful 
life of the intangible asset. 
 
The following table outlines the estimated future annual amortization expense related to intangible assets: 
 

    Estimated 
Amortization 

2022    $               712,379 

2023    712,379 
2024    712,379 
2025    712,379 
2026    653,014 
    $            3,502,530 

 
 

Goodwill arose from the acquisition of Mindscape, KGK and IRP (Note 9). Goodwill as of July 31, 2021 and 2020 
consists of the following: 

 
 Mindscape KGK IRP Total 
Balance, July 31, 2020 $                      - $                        - $                      - $                          - 
Acquisitions (Note 9) 69,581 17,638,012 1,498,237 19,205,830 
Impairment of goodwill (69,581) (7,338,012) (1,498,237) (8,905,830) 

Balance, July 31, 2021 $                      - $       10,300,000 $                      - $         10,300,000 
 

During the year ended July 31, 201, as a result of revaluation, the Company recorded an impairment loss of $69,581 
on Mindscape, $1,498,237 on IRP and $7,338,012 on KGK. 
 
The key assumptions used in calculating KGK’s recoverable amount were as follows:  
 

Discount Rate     23% 
Terminal Growth Rate    2% 
Terminal Capitalization Multiple   4.8  
Recoverable Amount    $10,300,000 
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11. PROPERTY AND EQUIPMENT, NET 
 

 
Equipment(1) 

Computers and 
software(1) 

Leasehold 
improvements(1) 

Furnitures and 
fixtures(1)  

 
Total 

      
COSTS              

Balance, July 31, 2020 $                  - $                   - $                 - $                - $                - 

Acquired via acquisitions 
(Note 9) 

140,161        62,100     15,274         32,562 250,097 

Additions - 1,988 - - 1,988 

Balance, July 31, 2021 140,161 64,088 15,274 32,562 252,085 

ACCUMULATED DEPRECIATION 

    

Balance, July 31, 2020 - - - - - 

Depreciation (9,862) (351) (5,040) (901) (16,154) 

Balance, July 31, 2021 (9,862)  (351) (5,040) (901) (16,154) 

      

NET BOOK VALUE      

Balance, July 31, 2020 $                  - $                   - $                 - $                - $                - 

Balance, July 31, 2021 $       130,299 $         63,737 $       10,234 $       31,661   $    235,931 

 
(1) During the year ended July 31, 2021, the Company acquired KGK and IRP (Note 9) in the acquisition of certain 

property and equipment with a carrying value of $250,097.  
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12. INVESTMENTS 
 

At July 31, 2021 the Company’s investment portfolio consisted of one privately held investment and two publicly 
held investments with a total fair value of $295,955.  
 
The balance in investments as at July 31, 2021, comprises the following: 
 

 
Akiva – 

units 

Champignon – 
common 

shares 

Gold Lion 
– common 

shares 
Gold Lion 
– warrants 

EVVO - 
Note Total 

Balance July 31, 2020 $  100,000 $     82,568 $1,040,000  $  864,971 $   156,681 $  2,244,220 
Disposals - (11,002) - - - (11,002) 
Foreign exchange - - - - (9,289) (9,289) 
Change in fair value - (71,566) (858,800) (850,216) - (1,780,582) 
Reclassification to 
Note Receivable  - - - - ($147,392) ($147,392) 
Balance, July 31, 2021 $ 100,000 $               - $  181,200 $    14,755 $               - $    295,955 
      

 
The balance in share investments as at July 31, 2020, comprises the following: 
 

 
Akiva – 

units 

EVVO – 
common 

shares 

Champignon 
– common 

shares 

Gold Lion – 
common 

shares 
Gold Lion 
– warrants 

EVVO - 
Note Total 

Balance July 31, 2019 $             - $    247,000 $     150,000 $                 -  $            - $              - $      397,000 
Additions 100,000 - - 599,422 400,578 247,000 1,347,000 
Disposals - (247,000) (138,998) - - - (385,998) 
Foreign exchange - - - - - (1,942) (1,942) 
Change in fair value -               - 71,566 440,578 464,393 (88,377) 888,160 
Balance, July 31, 2020 $ 100,000 $                - $       82,568 $  1,040,000 $ 864,971 $  156,681 $   2,244,220 
        

On September 7, 2018, the Company purchased 29,411 shares of EVVO Labs Pte Ltd. (“EVVO”) for cash consideration 
of $1,500,000. At July 31, 2019, the fair value of this investment was $247,000, which was determined by applying a 
valuation technique based on observable market inputs of comparable companies. The change in fair value of 
$1,253,000 was recognized as an unrealized loss on investment.  On May 22, 2020, the Company disposed of its interest 
in EVVO back to EVVO, in consideration for a $247,000 (250,000 Singapore dollars) promissory note (the “Secured 
Note”). The Secured Note is due one year from issuance, May 22, 2021, and is secured by a pledge of the disposed 
EVVO shares. (See debt investments below). 
 
On July 11, 2019, the Company subscribed to 2,000,000 shares of Champignon Brands Inc. (“Champignon”) for cash 
consideration of $150,000. During the year ended July 31, 2020, Champignon became a publicly traded company on 
the CSE.   During the year ended July 31, 2020, the Company sold 1,853,300 shares of Champignon for proceeds of 
$998,040 and recorded a gain of $859,043. As at July 31, 2021, the Company sold the remaining 146,700 shares for 
proceeds of $124,728 and recorded a gain of $113,725.  
 
On April 13, 2020, the Company purchased an aggregate of 1,000,000 common shares of Akiva Systems Inc. (“Akiva”) 
and 500,000 common share purchase warrants exercisable for an additional 500,000 Akiva Shares at a price of $0.40 
for a period of 24 months from issuance for $100,000. At July 31, 2021, the fair value of the units was $100,000, which 
was determined by valuing the Akiva units at the most recent financing price. 
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12. INVESTMENTS (CONTINUED) 
 
On May 22, 2020, the Company acquired an aggregate of 2,000,000 common shares of Gold Lion Resources Inc. ("Gold 
Lion") and 2,000,000 common share purchase warrants exercisable for an additional 2,000,000 Gold Lion Shares at a 
price of $0.75 for a period of 24 months from issuance for $1,000,000. The $1,000,000 was allocated to shares and 
warrants based on their relative fair value. As at April 30, 2021, the fair value of the shares was $227,000 which was 
based on the share price at the end of trading on April 30, 2021. As at July 31, 2021, the fair value of the common share 
purchase warrants was estimated to be $14,755, using the Black-Scholes Option Pricing Model with the following 
assumptions: term of 1.06 years, expected volatility of 154%; risk -free rate of 0.29%; and expected dividends of zero 
 
Subsequent to the year-end the Company spun-out its investments held in Akiva, Gold Lion and EVVO. See subsequent 
events note. 

 
Debt Investments 
 
On February 26, 2018, the Company entered into an agreement to purchase convertible debentures with an aggregate 
principal amount of 2,500,000,000 Korean Wan (CAD $2,880,000) issued by Fourth Link Inc. (“Fourth Link”), a 
company incorporated under the laws of Korea and quoted on the KOSDAQ board of the Korea Stock Exchange. As 
consideration, the Company issued 16,800,000 common shares on September 7, 2018 (Note 9). The convertible 
debentures are unsecured, mature on February 3, 2020, bear interest at 4% per annum payable every 3 months, and may 
be converted into common stock of Fourth Link at any time from March 3, 2018, to maturity at a conversion price of 
1,532 Korean Wan per common share. The transaction was approved by the TSX-V on September 5, 2018. The fair 
value of the investment on initial recognition was $4,740,476, which was based on the quoted market price of Fourth 
Link’s shares on the closing date. 
 
As of April 30, 2021, the Company has been pursuing legal action against Fourth Link for the redemption of the 
debentures since Fourth Link was delisted from the KOSDAQ and the Company is unable to convert its shares. Court 
proceedings have been delayed due to COVID-19 and the court date is currently uncertain. Due to the uncertainty of 
the Company’s ability to recover any value from the debentures, as at July 31, 2019, the investment was written off, 
resulting in a loss of $4,740,476. As at July 31, 2021 the Company continues to pursue legal action against Fourth Link. 
 

13.   SHARE CAPITAL 
 

Common shares 
 
The Company has authorized an unlimited number of common shares without par value. 
 
Effective August 6, 2020, the Company completed a 10:1 stock consolidation.  
 
Effective January 22, 2021, the Company completed a 1:2 stock split. All share and per share figures in these 
financial statements have been retroactively adjusted to reflect both the stock consolidation and stock split. 
 
As of July 31, 2021, the Company had 119,026,885 (2020 – 57,839,400) common shares outstanding. 
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13. SHARE CAPITAL (CONTINUED) 
 
During the year ended July 31, 2021, the Company completed the following common share issuances: 
 
On January 11, 2021, the Company completed a private placement by issuing 45,399,994 common shares at fair value 
of $0.10 per share for proceeds of $4,539,899. 
 
On April 7, 2021, the Company issued 16,400 common shares with a fair value of $19,718, based on a level 1 input to 
Mr. Adam Deffett pursuant to his appointment as Vice President of Capital Markets. 
 
On April 21, 2021, the Company issued 94,292 common shares at a fair value of $101,835 to Mindscape as 
consideration for the acquisition of all the issued and outstanding equity. 
 
On May 10, 2021, the Company issued 7,000,000 common shares at a fair value of $12,250,000, based on a level 1 
input to Aleafia Health as consideration for the acquisition of certain assets and liabilities as per the asset purchase 
agreement. In connection with the completion of the transaction, the company has issued 500,000 common shares with 
a fair value of $875,000 to an arm's-length third party that assisted in the facilitation of the asset purchase. 
 
On June 3, 2021, the Company issued 7,419,353 common shares at a fair value of $11,083,586 based on a level 1 input 
to Auxly Cannabis Group Inc. for consideration of the acquisition of all the issued and outstanding equity of KGK 
Science Inc.  There is a discount for lack of marketability (“DLOM”) as a result of the consideration being locked up 
in four equal instalments within the first year of the closing date. 
 
On June 15, 2021, the Company issued 602,410 common shares at a fair value of $794,167 based on a level 1 input to 
Integrated Rehab and Performance Ltd. for the acquisition of all the issued and outstanding equity, the company has 
issued 42,169 common shares to an arm’s length third party that assisted in the facilitation of the asset purchase. The 
Company paid a finder’s fee of 42,169 common shares with a fair value of $73,374 to an arm's-length finder in 
connection with the closing of the transaction. 
 
On July 9, 2021, the Company issued 100,000 common shares pursuant to an option exercise for gross proceeds of 
$12,500. 
 
On July 22, 2021, the Company issued 12,867 common shares with a fair value of $19,301, based on a level 1 input to 
Mr. Quang Hendersen pursuant to his consulting agreement. 
 
Warrants 
 
The following table summarizes warrant activity: 

 

 Number of warrants Weighted average price 
Balance, at July 31, 2020 - $             - 
Issuance 45,399,994 0.20 
Balance at July 31, 2021 45,399,994 $       0.20 
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13. SHARE CAPITAL (CONTINUED) 
 

On January 11, 2021, pursuant to the completion of the private placement, the Company issued 45,399,994 warrants of 
the Company. Each warrant entitles the holder thereof to purchase one common share of the Company at an exercise 
price of $0.20 per warrant for a period of sixty months from the issuance date.  The warrants have a fair value of $nil 
as a result of applying the residual method for share capital accounting. 
 
On November 9, 2019, 300 warrants of the Company with weighted average price of $0.25 expired unexercised and 
$3,798 in share payment reserve allocated to the expired warrants was reallocated to deficit. 
 
 Stock Options 
 
The Company has adopted a stock option plan, pursuant to which the board of directors of the Company may from 
time to time, in its discretion, and in accordance with the CSE requirements, grant to directors, officers, and 
technical consultants to the Company, non-transferable options to purchase common shares, provided that the number 
of common shares reserved for issuance will not exceed 10% of the issued and outstanding common shares 
exercisable for a period of up to five years from the date the common shares are listed on the CSE. The number of 
common shares reserved for issuance to any individual director or officer will not exceed five percent (5%) of the 
issued and outstanding common shares and the number of common shares reserved for issuance to all technical 
consultants will not exceed two percent (2%) of the issued and outstanding common shares.  
 
The estimated fair value of the cancelled stock options was $33,603, which was determined using the Black-Scholes 
Option Pricing Model with the following assumptions: an annualized volatility of 100%; an expected life of 10 years; 
a dividend yield rate of 0%; and a risk-free interest rate of 1.81%. 
 
The following table summarizes information on stock options outstanding and exercisable at July 31, 2021 and 
2019: 

 
 Number of Options Weighted average price 
Balance, at July 31, 2019 500,000 $             0.125 
10:1 stock consolidation (450,00) $             0.125 
Balance at July 31, 2020 50,000 $             0.125 
1:2 stock split 100,000 $             0.125 
Exercised (100,000) 0.125 
Issuance 5,550,000 1.29 
Balance at July 31, 2021 5,550,000 $               1.29   

 
Number of Options Exercise Price Expiry Date Exercisable 
2,650,000 $         0.890 March 22, 2026 2,650,000 
375,000 $         1.300 April 1, 2026 375,000 
1,950,000 $         1.700 May 26, 2026 - 
225,000 $         1.750 June 4, 2026 - 
100,000 $         1.870 June 7, 2026 - 
50,000 $         1.700 June 18, 2026 - 
200,000 $         1.550 July 7, 2026 - 
5,550,000   3,025,000 
 

As at July 31, 2021, the options outstanding had a weighted average exercise price of $1.29 and a weighted average 
life of 4.78 years. 
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13. SHARE CAPITAL (CONTINUED) 
 

On March 22, 2021, the Company granted 2,650,000 stock options to directors, officers, and consultants of the 
Company with an exercise price of $0.89 per option expiring March 22, 2026. These options vest immediately and 
have a fair value, calculated using the BlackScholes Option Pricing Model of $1,729,533 assuming an expected life 
of 5 years, a risk-free interest rate of 0.29%, an expected dividend rate of 0.00%, and an expected annual volatility of 
100%. The share-based payment expense related to the fair value of the options granted was $1,729,533 during the 
year ended July 31, 2021.  
 
On April 1, 2021, the Company granted 375,000 stock options to directors, officers and consultants of the Company 
with an exercise price of $1.30 per option expiring April 1, 2026. These options vest immediately and have a fair 
value, calculated using the BlackScholes Option Pricing Model of $358,145 assuming an expected life of 5 years, a 
risk-free interest rate of 0.29%, an expected dividend rate of 0.00%, and an expected annual volatility of 100%. The 
share-based payment expense related to the fair value of the options granted was $358,145 during the year ended July 
31, 2021. 
 
On May 26, 2021, the Company granted 1,950,000 stock options to directors, officers and consultants of the Company 
with an exercise price of $1.70 per option expiring May 26, 2026. These options vest immediately and have a fair 
value, calculated using the BlackScholes Option Pricing Model of $2,418,853 assuming an expected life of 5 years, a 
risk-free interest rate of 0.29%, an expected dividend rate of 0.00%, and an expected annual volatility of 100%. The 
share-based payment expense related to the fair value of the options granted was $2,418,853 during the year ended 
July 31, 2021. 
 
On June 4, 2021, the Company granted 225,000 stock options to directors, officers and consultants of the Company 
with an exercise price of $1.75 per option expiring June 4, 2026. These options vest immediately and have a fair value, 
calculated using the BlackScholes Option Pricing Model of $287,789 assuming an expected life of 5 years, a risk-free 
interest rate of 0.29%, an expected dividend rate of 0.00%, and an expected annual volatility of 100%. The share-
based payment expense related to the fair value of the options granted was $287,789 during the year ended July 31, 
2021. 
 
On June 7, 2021, the Company granted 100,000 stock options to directors, officers and consultants of the Company 
with an exercise price of $1.87 per option expiring June 7, 2026. These options vest immediately and have a fair value, 
calculated using the BlackScholes Option Pricing Model of $136,753 assuming an expected life of 5 years, a risk-free 
interest rate of 0.29%, an expected dividend rate of 0.00%, and an expected annual volatility of 100%. The share-
based payment expense related to the fair value of the options granted was $136,753 during the year ended July 31, 
2021. 
 
On June 16, 2021, the Company granted 50,000 stock options to directors, officers and consultants of the Company 
with an exercise price of $1.70 per option expiring June 16, 2026. These options vest immediately and have a fair 
value, calculated using the BlackScholes Option Pricing Model of $62,286 assuming an expected life of 5 years, a 
risk-free interest rate of 0.29%, an expected dividend rate of 0.00%, and an expected annual volatility of 100%. The 
share-based payment expense related to the fair value of the options granted was $62,286 during the year ended July 
31, 2021. 
 
On July 7, 2021, the Company granted 200,000 stock options to directors, officers and consultants of the Company 
with an exercise price of $1.55 per option expiring July 7, 2026. These options vest immediately and have a fair value, 
calculated using the BlackScholes Option Pricing Model of $227,949 assuming an expected life of 5 years, a risk-free 
interest rate of 0.29%, an expected dividend rate of 0.00%, and an expected annual volatility of 100%. The share-
based payment expense related to the fair value of the options granted was $227,949 during the year ended July 31, 
2021. 
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13. SHARE CAPITAL (CONTINUED) 
 

The options granted during the year ended July 31, 2021, have a fair value of $5,221,308 (2020 - $NIL) estimated 
using the Black-Scholes option pricing model with the following weighted average assumptions: 

 
 2021 2020 
Risk-free interest rate 0.29% N/A 
Stock price $0.89 - $1.87 N/A 
Expected term (in years) 5.00 N/A 
Estimated dividend yield N/A N/A 
Estimated volatility 100% N/A 
 

The risk-free interest rate is based on yields on Bank of Canada bonds that correspond with the term of the option 
contracts. Stock prices are taken from the closing market price on the option grant dates. Terms are stated on each 
option contract. There are no dividends on the underlying stock, hence dividends were not considered when running 
the Black-Scholes option pricing model. Volatility is estimated using the standard` deviation of the Company's 
historical daily stock returns. The expected volatility of the Company's equity instruments was estimated based on the 
historical volatility. 
 
Share Payment Reserve 
 
The share payment reserve includes stock-based compensation expense related to fair value of stock options granted.  

 
14. INCOME TAXES 

Income tax expense for the years ended July 31, 2021 and 2020, is comprised of: 

 
 2021 2020 
Net income (loss) before income tax $        (31,914,151) $         1,126,874 
Tax rate 27% 27% 
Expected income tax (recovery) at the statutory tax rate $          (8,616,821) $304,256 
   
Increase (decrease) in taxes:   
Share based compensation 1,411,119 - 
Other non-deductible transaction costs 256,061 - 
Non-taxable unrealized capital losses 240,379 - 
Goodwill impairment 2,404,574 - 
Expensed consideration 3,327,750 - 
Permanent and other differences  452 (115,026) 
Change in unrecognized deferred tax assets 976,486 (189,230) 
   
Income tax expense $                       - $                      - 

 
The following table summarizes the components of deferred taxes for the years ended July 30: 
 
Deferred tax  2021 2020 
Non-capital loss  $             984,502 $                    - 
Intangible assets  (929,198) - 
Property and equipment  (914) - 
ROU asset  (54,390) - 
Income tax recovery  $                        - $                    - 
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14. INCOME TAXES (CONTINUED) 
 
Deferred taxes are provided as a result of temporary differences that arise due to the differences between the income 
tax values and the carrying amount of assets and liabilities. The following deductible temporary difference are not 
recognized in the consolidated financial statements due to the unpredictability of future income. 

 
  2021 2020 
Lease liability  $           236,715 $                      - 
Investments  894,364 366,783 
Property and equipment  15,777 - 
Capital loss carried forward  1,253,000 - 
Non-capital loss carried forward  6,765,250 1,064,861 
Share issuance costs and others  12,714 25,429 
Other  - 1,330 
  $        9,177,820 $        1,458,403 
 

As at July 30, 2021, the Company has approximately $1,253,000 of capital losses (2020 - $nil) and $6,765,000 (2020 
- $1,064,000) of Canadian non-capital losses available to reduce future years’ income for tax purposes, the benefit of 
which has not been recognized. 
 
The Canadian non-capital losses, the benefit of which has not been recognized, expires as below: 
 

Loss origination Year of expiration Losses 
2020 2040 $            80,000 
2021 2041 6,685,000 
  $       6,765,000 
   

15. RELATED PARTY TRANSACTIONS 

During the years ended July 31, 2021 and 2020, the Company paid the following consulting and management fees:  
 
 2021 2020 
Consulting fees paid to the former CEO of the Company $          38,500 $         42,175 
Consulting fees paid to the interim CEO of the Company 18,000 - 
Consulting fees paid to the current CFO and former director of the Company 45,000 14,600 
Consulting fees paid to a Company controlled by a former director of the 
Company 

- 10,000 

Consulting fees paid to a Company controlled by a director of the Company 6,000 1,000 
     $       107,500 $        67,775 
 

At July 31, 2021, $nil (2020 - $500) is owing to related parties for unpaid fees which are included in accounts payable 
and accrued liabilities.  Amounts due to related parties are unsecured, non-interest bearing and due on demand.  
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16. NON-CASH TRANSACTIONS  
 

Non‐cash financing and investing activities along with other cash flow information during the years ended July 31, 
2021 and 2020, are as follows: 

 
 2021 2020 
Shares issued for acquisitions and investment $       11,979,588   $       Nil   
Shares issued for asset purchase 12,250,000 Nil 
Shares issued for transaction costs 948,374 Nil 
Reclassification of Note Receivable from Investment 147,392 Nil 
 

17. SEGMENTED INFORMATION 
 

The assets and operations of the Company are located in Canada and the United States.  The Company has three 
reportable operating segments. 

 

Year Ending 
KetamineOne  

and IRP KGK Mindscape TOTAL 
July 31, 2021     
Revenues $             707,474 $          266,280 $         157,417 $       1,131,171   
Total expenses (21,651,361) (9,368,970) (151,765) (31,172,096) 
Net income (loss) (22,842,890) (9,076,913) 5,652 (31,914,151) 
     
July 31, 2021     
Current assets 3,799,432 1,085,413 57,008 4,941,853 
Total assets 5,593,444 16,122,267 205,484 21,921,195 
Total liabilities 7,169,693 6,836,517 4,227 14,010,437 
     
July 31, 2020     
Current assets 4,873,752 - - 4,873,752 
Total assets 4,919,093 - - 4,919,093 
Total liabilities  $             77,429 $                    - $                    -    $          77,429 

 
18. SUBSEQUENT EVENTS 

 
The Company has closed its spinout transaction with respect to Milgauss Investments Ltd. The transaction was 
approved by shareholders on August 23, 2021, and the Supreme Court of British Columbia on August 27, 2021, by 
way of a statutory plan of arrangement pursuant to Section 288 of the Business Corporations Act (British Columbia), 
involving KetamineOne, Milgauss and the shareholders of KetamineOne . 
 
Pursuant to the arrangement, common shares of KetamineOne outstanding immediately prior to the completion of the 
arrangement will be redesignated as Class A common shares, which will be subsequently exchanged for: (i) one new 
common share of KetamineOne (the new KetamineOne share); and (ii) one-110th of a Milgauss share (each whole 
share being a Milgauss share) for each KetamineOne share held before the effective date of the transaction. 
Outstanding warrants and options of KetamineOne held before the effective date of the transaction are also adjusted 
pursuant to the arrangement as more fully described in the information circular dated July 29, 2021. 
 
The Company has provided Milgauss with a working capital loan of $50,000, which is secured by a promissory note 
that bears interest at a rate of 8.00 percent per annum and is payable on demand. 
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18. SUBSEQUENT EVENTS (CONTINUED) 
 
The Company has granted 14.9 million restricted share units (RSUs) as compensation under the Company's restricted 
share unit plan. The RSUs will vest in one-third increments over one year upon receipt of shareholder approval of the 
RSU plan. Each RSU represents the right, upon vesting, to acquire one common share of the Company underlying 
each such RSU by delivering a notice of acquisition to the company in accordance with the RSU plan for a period of 
five years from issuance. In accordance with the RSU plan, the RSUs were priced at 95 cents based on the closing 
price of the shares on the NEO on September 30, 2021. 
 
On November 30, 2021, the Company entered into a due on demand promissory note with an arms-length lender for 
the principal sum of $1,500,000 with interest at the rate of ten percent (10%) per annum calculated monthly on the 
principal amount from time to time. Upon the completion of an initial public offering in the United States the amount 
due back will be $1,650,000. Interest shall accrue from the date hereof and be payable annually. 

 
 

 




