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

 

 Note  
September 30, 

2022 
$ 

December 31, 
2021 

$ 

ASSETS   (unaudited) (audited) 
   Current     

Cash and cash equivalents 4  809,160  2,436,431  
Inventory 5  130,106  139,826  
Amounts receivable    274,896  941,079  
Prepaid expenses   68,243 75,639 

   1,282,405 3,592,975 
     

Convertible promissory note 6  566,756 512,840 
Equipment    7,567 12,765 
Right-of-use lease asset, net 7  816,020  229,535  

Total assets   2,672,748 4,348,115 

     
LIABILITIES AND SHAREHOLDERS’ EQUITY 
LIABILITIES      
   Current     

Accounts payable   116,509  157,109  
Accrued liabilities   88,119 221,665 
Lease liability  8  153,947  150,881  
Demand loan from related party 10, 11  2,000,000 - 
Convertible debt 9  - 1,927,413 

   2,358,575 2,457,068 
     
CEBA Loan   28,961 26,087 
Lease liability 8  649,001 75,895 

Total liabilities   3,036,537 2,559,050 

     
SHAREHOLDERS’ EQUITY     
Share capital  12  23,990,904 23,990,904 
Reserves   4,344,255 4,307,643 
Deficit   (28,698,948) (26,509,482) 

Total shareholders’ equity    (363,789) 1,789,065 

Total liabilities and shareholders’ equity    2,672,748 4,348,115 

Nature of operations and going concern (Note 1) 
 
 
These condensed interim consolidated financial statements were approved for issue by the Board of 
Directors on November 29, 2022 and signed on its behalf by: 
 
“Douglas Janzen”  “Christopher Clark”   
Director  Director 
 
The accompanying notes are an integral part of these unaudited condensed interim consolidated financial 
statements. 
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AEQUUS PHARMACEUTICALS INC. 
 
// CONDENSED INTERIM CONSOLIDATED STATEMENTS OF LOSS AND 

COMPREHENSIVE LOSS 
      (Unaudited, Expressed in Canadian dollars) 

 
 

Note 

    

 
Three Months 

Ended 
Three Months 

Ended 
Nine Months 

Ended 
Nine Months 

Ended 

 September 30, September  30, September  30, September  30, 

 2022 2021 2022 2021 

 $ $ $ $ 

      
      

Revenue      

 Promotional services 15 268,970 669,000 826,944 1,783,363 

 Product sales  78,953 43,036 169,753 72,010 

  347,923 712,036 996,697 1,855,373 

Cost of goods sold  24,619 10,549 47,060 18,111 

  323,304 701,487 949,637 1,837,262 

      
Expenses      

 Research and development 13 6,041 49,122 260,093 243,415 

 Sales and marketing 13 506,230 551,966 1,658,444 1,553,725 

 General administration 13 353,571 488,039 1,286,576 1,532,548 

   865,842 1,089,127 3,205,113 3,329,688 

       
Loss before other income (loss)  (542,538) (387,640)  (2,255,476) (1,492,426) 

       

Other income (loss)      

 Interest income 4 9,786 3,903 21,897 7,803 

 Foreign exchange   32,281 2,201 44,113 2,388 

   42,067 6,104 66,010 10,191 

       
Net loss and comprehensive loss  (500,471) (381,536) (2,189,466) (1,482,235) 

       
Basic and diluted loss per common share  (0.00) (0.00) (0.02) (0.01) 

       

Weighted average number of common 
shares outstanding – basic and diluted  132,634,431 132,634,431 132,634,431 127,268,245 

 
 
 

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

statements. 
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AEQUUS PHARMACEUTICALS INC. 
 
// CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY  
      (Unaudited, Expressed in Canadian dollars) 

 

 Common Shares Reserves Deficit Total 

  Number $ $ $ $ 

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

Share-based payments - - 188,536 - 188,536 

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

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

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

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

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

Net loss for the period - - - (1,482,235) (1,482,235) 

Balance, September 30, 2021 132,634,431 23,990,904 4,280,422 (26,182,125) 2,089,201 

Share-based payments - - 27,221 - 27,221 

Net loss for the period - - - (327,357) (327,357) 

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

Share-based payments - - 36,612 - 36,612 

Net loss for the period - - - (2,189,466) (2,189.466) 

Balance, September 30, 2022 132,634,431 23,990,904 4,344,255 (28,698,948) (363,789) 

 
 
 

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements. 
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AEQUUS PHARMACEUTICALS INC. 
 
// CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS 
      (Unaudited, Expressed in Canadian dollars) 

 

   
Nine Months 

Ended 
Nine Months 

Ended 
   September 30, September 30, 
   2022 2021 
   $ $ 

OPERATING ACTIVITIES     
Net loss    (2,189,466) (1,482,235) 

Add items not affecting cash:     
Accretion expense    83,461 180,716 
Depreciation of equipment   5,198 7,000 
Depreciation of intangible assets   - 10,890 
Depreciation of right-of-use asset     89,818 89,818 
Convertible promissory note   (41,160) (7,685) 
Interest expense   13,029 21,921 
Share-based payments   36,612 188,536 

   (2,002,508) (991,039) 
Changes in non-cash working capital items relating to operations:     

Inventory   9,720 (24,173) 
Amounts receivable   666,183 107,982 
Prepaid expenses    7,396 72,635 
Interest receivable on promissory note   (12,756) - 
Accounts payable and accrued liabilities   (174,146) 130,161 

Cash used in operating activities   (1,506,111) (704,434) 

     
INVESTING ACTIVITY     

Investment in intangible asset   - (59,744) 
Investment in convertible promissory note   - (503,840) 

Cash used in investing activity   - (563,584) 
     
FINANCING ACTIVITIES     

Issuance of common shares, net of issuance costs   - 2,545,240 
Demand loan    2,000,000 - 
Repayment of convertible debt   (2,008,000) - 
Payments of lease obligation   (113,160) (110,400) 

Cash provided by (used in) financing activities   (121,160) 2,434,840 

     
Increase (decrease) in cash and cash equivalents   (1,627,271) 1,166,822 
Cash and cash equivalents, beginning  2,436,431 1,718,869 

Cash and cash equivalents, ending    809,160 2,885,691 

     
Supplemental information:     
    Interest paid   85,880 95,380 

Conversion of convertible debt to common shares   - 263,707 

 
 

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial 
statements.  
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1. NATURE OF OPERATIONS AND GOING CONCERN // 
 
Aequus Pharmaceuticals Inc. (the “Company”) was incorporated under the Business Corporations Act (British 
Columbia) on January 3, 2013 and is a public company listed on the TSX Venture Exchange (the “Exchange”) 
under the symbol “AQS”. The Company is a specialty pharmaceutical company with a sales force that currently 
markets third party or exclusively licensed products for which the Company receives revenues from direct 
product sales and profit share arrangements.  
 
The Company’s registered and records office is located at Suite 2600, 595 Burrard Street, Vancouver, British 
Columbia, Canada, V7X 1L3, and its head office is located at Suite 2820, 200 Granville Street, Vancouver, British 
Columbia, Canada, V6C 1S4.  
 
These condensed interim consolidated financial statements have been prepared under the assumption that the 
Company will continue as a going concern. The going concern basis of presentation assumes that the Company 
will be able to meet its obligations and continue its operations for the foreseeable future and be able to realize 
its assets and discharge its liabilities and commitments in the normal course of business. Realization values may 
be substantially different from the carrying values as shown. These condensed interim consolidated financial 
statements do not give effect to adjustments that would be necessary to the carrying values and classifications 
of assets and liabilities should the Company be unable to continue as a going concern.  
 
The global impact of COVID-19 and the Ukraine war has resulted in a great deal of volatility and uncertainty in 
the financial markets, global economy and related supply chains. The potential negative impact from these 
international events on the Company’s financial results remains high and cannot be estimated at this time. 
 
The Company has incurred losses and negative operating cash flows since its inception. As of September 30, 
2022, the Company has accumulated a deficit of $28,698,948. The Company will require further financing to 
meet its financial obligations and sustain its operations in the normal course of business. These factors indicate 
the existence of a material uncertainty that may cast significant doubt about the Company’s ability to continue 
as a going concern. The Company’s ability to meet its long-term business strategy depends on its ability to obtain 
additional equity debt or equity financing and to generate operational cash flow from commercial services 
revenue. The Company may not be able to raise additional financing on terms agreeable to the Company, or at 
all. 
 

2. BASIS OF PRESENTATION // 
 
[a] Statement of compliance  
 
These condensed interim consolidated financial statements have been prepared in accordance with 
International Accounting Standard (“IAS”) 34 Interim Financial Reporting. They do not include all of the 
information required for full annual financial statements and should be read in conjunction with the Company’s 
audited consolidated financial statements for the fiscal year ended December 31, 2021, which have been 
prepared in accordance with International Financial Reporting Standards (“IFRS”), as issued by the International 
Accounting Standards Board, and interpretations issued by the International Financial Reporting Interpretation 
Committee. 
 
These condensed interim consolidated financial statements were approved by the Company’s Board of Directors 
on November 29, 2022.  
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2.  BASIS OF PRESENTATION (CONTINUED) 
 

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

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

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

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

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

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

 
ESTIMATION UNCERTAINTY  
 
The following are key assumptions concerning the future and other key sources of estimation uncertainty that 
have a significant risk of resulting in a material adjustment to the carrying amounts of assets and liabilities within 
the financial year: 
 
i. Provisions for income taxes are made using the best estimate of the amount expected to be paid based on 

a qualitative assessment of all relevant factors. The Company reviews the adequacy of these provisions at 
the end of the reporting period. However, it is possible that at some future date an additional liability could 
result from audits by taxation authorities. Where the final outcome of these tax-related matters is different 
from the amounts that were originally recorded, such differences will affect the tax provisions in the period 
in which such determination is made. 
 

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

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

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

 

3. SIGNIFICANT ACCOUNTING POLICIES // 
 
The significant accounting policies applied in the preparation of these condensed interim consolidated financial 
statements have been applied to all periods presented. Please refer to the audited consolidated financial 
statements for the year ended December 31, 2021 for a full list of policies. 
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4. CASH AND CASH EQUIVALENTS // 
 September 30, 2022 December 31, 2021 
 $ $ 

Cash 764,310 2,391,544 
Short-term investment 44,850 44,887 

 809,160 2,436,431 

 
As at September 30, 2022, the Company has two collateral investments: $21,850 maturing on August 8, 2023 
with interest at prime less 2.9% and $23,000 maturing on May 26, 2023 with interest at prime less 2.65%. During 
the nine months ended September 30, 2022, the Company recognized interest income of $21,897 
(September 30, 2021 - $7,803) of which $9,140 is from the demand deposit account, and $12,757 from 
investment in note receivable (Note 6). 

 

5. INVENTORY // 
 
Inventory consists of finished goods only and is valued at the lower of cost or net realizable value, on a first-in, 
first-out basis. The cost value for finished goods includes the purchase price, import duties and other directly 
attributable costs. The Company evaluates the carrying value of inventories on a regular basis, considering such 
factors as historical and anticipated future sales compared with quantities on hand, the price the Company 
expects to obtain for products in their respective markets compared with historical cost and the remaining shelf 
life of goods on hand. 
 
During the nine months ended September 30, 2022, total inventory of $47,060 (September 30, 2021 - $18,111) 
was recognized as cost of goods sold. 

 

6. CONVERTIBLE PROMISSORY NOTE RECEIVABLE // 
 

On August 17, 2021, the Company entered into an Exclusive Right of First Negotiation Agreement with reVision 
Therapeutics, Inc. (“reVision”) and invested $503,840 (US$400,000) through reVision’s open convertible note 
offering. reVision is a privately-held, early-stage biopharmaceutical company focused on the development and 
commercialization of innovative therapies for ocular and rare diseases.  
 
The convertible note bears interest at 3% annually. The interest is not compounded, and any interest accrued 
on the outstanding balance is due on conversion or redemption at maturity. The promissory note has a 
conversion price of 80% of price per share of the next financing. The option to settle the convertible note in 
common shares of reVision represents an embedded derivative in the form of a call option to the Company. 
reVision is a private company, and its shares cannot be reliably valued using any market-derived indicators. 
Accordingly, the derivative asset is recognized by the Company at $nil value.  
 
The Company recognized the convertible promissory note at the present value, with a corresponding 
adjustment to gain in fair value of convertible promissory note.  
 
The convertible note is measured at fair value. The convertible note receivable from reVision was recorded at 
the principal face amount of US$400,000 plus accrued interest of $18,476 at September 30, 2022 (December 
31, 2021 - $5,719). The carrying amount is valued at cost and at September 30, 2022 is $566,756 (December 31, 
2021 - $512,840). 
 
As at September  30, 2022, the Company has determined that there was no evidence of any impairment in the 
value of this investment, and as a result, no adjustment was considered necessary in its carrying value. 
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7. RIGHT-OF-USE LEASE ASSET // 
 
The Company’s right-of-use asset relates to the lease of office space. 
 
On adoption of IFRS 16 Leases, the Company recognized lease liabilities, which had previously been classified as 
“operating leases” under IAS 17 Leases. These liabilities were measured at the present value of the remaining 
lease payments and discounted using the lessee’s incremental borrowing rate as of January 1, 2019. The 
weighted average lessee’s incremental borrowing rate applied to the lease liabilities on January 1, 2019 was 
9.5%. 
 
    $ 

Cost:     
Balance, December 31, 2020 and December 31, 2021    588,806 
Adjustment to the right-of-use asset    676,304 

Balance, September 30, 2022    1,265,110 

     
Accumulated amortization:     

Balance, December 31, 2020    239,514 

Depreciation    119,757 

Balance, December 31, 2021    359,271 

Depreciation    89,819 

Balance, September 30, 2022    449,090 

     Net book value:     

As of December 31, 2021    229,535 

As of September  30, 2022    816,020 

 

8. LEASE LIABILITY // 
 

    $ 

Balance, December 31, 2020    346,477 
Interest expense    27,807 
Lease payments    (147,508) 

Balance, December 31, 2021    226,776 
Interest expense    13,029 
Lease payments    (113,160) 
Lease remeasurement    676,303 

Balance, September  30, 2022    802,948 

 
Which consists of:     
   Current lease liability     153,947 
   Non-current lease liability    649,001 

Balance, September  30, 2022    802,948 

 
On December 1, 2018, the Company renewed the lease agreement for its Vancouver head office premises for 
five years, expiring November 30, 2023. Pursuant to this renewal, the Company is obligated to pay basic rent of 
$12,573 and operating costs, including electricity and related taxes of approximately $7,570, on a monthly basis. 
The base annual rent will increase to $154,560 for the year to end December 31, 2023. On September 14, 2022, 
the Company extended the term of the lease for a further five years commencing on December 1, 2023 and 
expiring on November 30, 2028. 
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9. CONVERTIBLE DEBT // 
 
On May 2, 2019, the Company issued convertible debenture units (“Convertible Debenture Unit”) of the 
Company at a price of $1,000 per Convertible Debenture Unit for proceeds of $2,348,000. Each Convertible 
Debenture Unit consisted of one 9.5% unsecured convertible debenture in the amount of $1,000 and 2,380 
warrants. Each Convertible Debenture Unit is convertible at the option of the holder into common shares at 
$0.21, with interest payable semi-annually in arrears on June 30 and December 31 of each year and maturing 
May 2, 2022. The Company issued 5,588,240 warrants pursuant to the debenture financing. Each warrant 
entitles the holder to purchase one common share at $0.22 any time up to May 2, 2022.  
 
The fair value of the liability component of the convertible debt was calculated using an imputed interest rate 
of 15%. The fair value of the liability component was determined to be $2,120,497, with the residual amount of 
$227,503 being allocated to equity. The Company allocated $79,626 of the equity portion to reserves related to 
the detachable warrants. The detachable warrants were valued using the Black-Scholes option pricing model.  
 
In relation to the financing, the Company paid $177,646 in cash commission, $283,942 in other financing fees 
and issued 1,173,842 broker warrants. Each broker warrant is exercisable into one common share at $0.22 until 
May 2, 2022. The Company recognized $116,973 as share issuance costs related to the broker warrants, which 
were valued using the Black-Scholes option pricing model under the following assumptions: a risk-free interest 
rate of 1.6%, annualized volatility of 90%, an expected life of 3 years, nil dividend yield, $0.22 exercise price and 
a $0.185 share price. The costs associated with issuing the convertible debt totaled $578,561 and was allocated 
to the liability and equity component on a prorated basis of the convertible debt.  
 
For the nine months ended September  30, 2022, the Company recorded $64,646 of finance and interest 
expense and $80,587 in accretion expense (September  30, 2021 - $139,661 and $178,216, respectively) related 
to the convertible debt.  
 
A continuity schedule of the convertible notes is as follows: 

    $ 

Balance, December 31, 2020    1,954,447 

Conversion    (263,709) 

Accretion expense    236,675 

Balance, December 31, 2021    1,927,413 

Accretion expense    80,587 

Repayment    (2,008,000) 

Balance, September  30, 2022    - 

 

10. DEMAND LOAN FROM RELATED PARTY // 
 
The Company entered into a demand loan agreement with Doug Janzen, Chairman and Chief Executive Officer 
of the Company, for an unsecured demand loan of $2,000,000. The demand loan bears interest at an annual 
rate of 2.5%, to be calculated and paid monthly, and is repayable on demand. The purpose of the short-term 
financing was to repay the convertible debentures that matured May 2, 2022. 
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11. RELATED PARTY DISCLOSURE // 
 
[a] Transactions with related parties 
 
Related parties include members of the Board of Directors and officers of the Company, and enterprises 
controlled by these individuals.  
 
Amounts due to related parties, including amounts due to key management personnel, at the period-end are 
unsecured and interest-free, and settlement generally occurs in cash. There have been no guarantees provided 
or received for any related party receivables or payables. Included in accounts payable and accrued liabilities at 
September  30, 2022 were amounts totaling $44,404 (December 31, 2021 - $44,388) due to key management 
personnel. 
 
The following fees and expenses were incurred: 
 

 

Three Months 
Ended 

September  30,  
2022 

Three Months  
Ended  

September  30,  
2021 

Nine Months 
Ended  

September  30, 
2022 

Nine Months 
Ended  

September  30, 
2021 

 $ $    $ $ 

Management  168,044 145,490 499,907 475,307 
Share-based payments  7,534 31,752 29,910 134,712 

Total 175,578 177,242 529,817 610,019 

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

 

 
Three Months 

Ended  
September 30,  

2022 

 
Three Months 

Ended  
September 30,  

2021 

Nine Months 
Ended  

September 30,  
2022 

Nine Months 
Ended  

September 30,  
2021 

 $ $ $ $ 

Management, wages and related, General 
administration 

90,544 85,490 272,823 295,307 

Management, wages and related, Sales and 
marketing 

77,500 60,000 227,084 180,000 

Share-based payments, General administration 7,534 21,033 29,348 96,305 
Share-based payments, Sales and marketing - 10,719 562 38,407 

Total 175,578 177,242 529,817 610,019 

 
[c] Other 
 
The Company charges office lease expenditures to Northview Lifesciences, a company with a common 
management and director, and Fehr & Associates, a company with common management. During the nine 
months ended September 30, 2022, office lease expenditures and operating costs billed to Northview Ventures 
and Fehr & Associates amounted to $6,480 and $38,769 (September 30, 2021 - $6,480 and $38,049), 
respectively.  
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12. SHARE CAPITAL // 
 
[a] Preferred shares 
 
The authorized share capital of the Company consists of an unlimited number of Class A preferred shares 
without par value. As of September 30, 2022 and December 31, 2021, there were no preferred shares issued 
and outstanding. 
 
[b] Common shares  
 
The authorized share capital of the Company consists of an unlimited number of common shares without par 
value. 
 
There were no common share transactions during the nine months ended September 30, 2022. 
 
During the year ended December 31, 2021: 
 

i. Convertible Debenture Units were converted into 1,390,475 common shares at a conversion price of $0.21 
per common share for a total amount of $292,000, and $4,805 of accrued interest was paid. 
 

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

 

iii. The Company issued 12,343,750 shares at $0.12 per share pursuant to the exercise of warrants for net 
proceeds of $1,481,250. 
 

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

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

 Number  

Weighted Average 
Exercise Price 

$ 

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

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

Expired (5,270,240) (0.22) 

Balance, September 30, 2022 3,333,333 0.25 

 

Date of Expiry 
Number of Warrants 

Outstanding 
Exercise Price 

$ 

February 26, 2023 3,333,333 0.25 
Balance, September 30, 2022 3,333,333  

 
The remaining life of the common share purchase warrants as of September 30, 2022 is 0.41 (December 31, 
2021 - 0.65) years. 
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12. SHARE CAPITAL (CONTINUED) 
 

[d] Broker warrants  
 
At December 31, 2021, 1,173,842 broker warrants with an exercise price of $0.22 and an expiry date of May 2, 
2022 were outstanding. During the nine months ended September 30, 2022, these 1,173,842 broker warrants 
expired unexercised. 
 
[e] Compensation warrants 
 
During the year ended December 31, 2020, the Company issued 781,250 compensation warrants 
(“Compensation Warrants”) with an exercise price of $0.08. Each compensation warrant entitles the agent to 
purchase one unit at a price of $0.08 for 36 months, with each unit consisting of one common share and one-
half of one warrant (each whole common share purchase warrant, a "Broker Warrant"). At December 31, 2021, 
there were 781,250 compensation warrants outstanding with an expiry date of August 6, 2023. 
 
On March 2, 2021, the Company elected to exercise its expiry acceleration right under the terms of a warrant 
indenture, and as such, on April 1, 2021, 781,250 Broker Warrants related to the Compensation Warrants, with 
an exercise price of $0.12, expired unexercised.  
 
[f] Stock options 
 
On December 10, 2014, the Company adopted a stock option plan (the “Stock Option Plan”) providing the 
granting of options to employees, officers, directors, consultants and scientific advisory board members. The 
Stock Option Plan was subsequently amended on February 4, 2015 to meet the listing requirements of the 
Exchange. On June 15, 2015, August 19, 2016, June 12, 2017 and June 26, 2019, the Company further amended 
its Stock Option Plan (the “Amended and Restated Stock Option Plan”).  
 
The maximum number of common shares issuable under the Amended and Restated Stock Option Plan is fixed 
at 16,000,000 common shares. Under the Amended and Restated Stock Option Plan, the maximum number of 
common shares that may be optioned in favor of any single individual will not exceed 5% of the issued and 
outstanding common shares at the date of grant. The maximum number of common shares that may be 
optioned in favor of directors and senior officers under the Amended and Restated Stock Option Plan is 10% of 
the issued and outstanding common shares at the date of grant. The options can be granted for a maximum 
term of 10 years. 
 
During the nine months ended September 30, 2022, the Company recorded share-based payments of $36,612 
(September 30, 2021 - $188,535) related to stock options that vested in the period. The fair value of 15,000 
stock options granted during the nine months ended September  30, 2022 (September  30, 2021 - 545,000) is 
estimated using the Black-Scholes option pricing model with the following weighted average assumptions: 
 

 

Nine Months 
Ended 

September  30, 2022 

Nine Months 
Ended 

September  30, 2021 

Risk-free interest rate  2.07% 0.77% 
Estimated annualized volatility 91.60% 92.14% 
Expected life 8 years 8 years 
Expected dividend yield 0% 0% 
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12.  SHARE CAPITAL (CONTINUED) 
 
[f]  Stock options (continued) 
 
Stock option transactions and the number of stock options outstanding are summarized below: 
 

 Number 

Weighted Average 
Exercise Price 

$ 

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

Balance, December 31, 2021 9,254,337 0.19 
Granted 15,000 0.11 
Forfeited (390,000) 0.11 
Expired (250,000) 0.13 

Balance, September 30, 2022 8,629,337 0.19 

 

Date of Expiry 
Exercise Price 

$ 
Number of Options 

Outstanding 
Number of Options 

Exercisable 

October 13, 20221 0.12 500,000 500,000 
December 18, 2022 0.55 350,000 350,000 
March 6, 2023 0.55 350,000 350,000 
July 9, 2023 0.57 150,000 150,000 
April 21, 2024 0.47 140,000 140,000 
July 22, 2024 0.35 150,000 150,000 
December 6, 2025 0.20 1,130,000 1,130,000 
April 16, 2026 0.25 30,000 30,000 
November 6, 2026 0.18 800,000 800,000 
February 1, 2027 0.18 600,000 575,000 
February 14, 2028 0.13 350,000 350,000 
June 4, 2028 0.09 1,124,337 1,124,337 
August 23, 2028 0.13 1,000,000 750,000 
December 8, 2028 0.11 1,195,000 772,500 
January 8, 2029 0.10 145,000 145,000 
January 25, 2029 0.14 15,000 15,000 
February 15, 2029 0.23 350,000 262,500 
November 12, 2029 0.12 240,000 60,000 
March 14, 2030 0.11 10,000 10,000 

Total 0.19 8,629,337 7,664,337 

 
1  Expired unexercised subsequent to September 30, 2022 

 
 
As of September 30, 2022, the weighted average remaining life for outstanding options was 4.29 (September 30, 
2021 – 4.95) years. 
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13. OPERATING EXPENSES // 
 
[a] Research and development expenses 

 

Three Months 
Ended  

September 30, 
2022 

Three Months 
Ended  

September  30
, 2021 

Nine Months 
Ended  

September  30
, 2022 

Nine Months 
Ended  

September  30
, 2021 

 $ $ $ $ 

Consulting  6,041 49,122 260,093 232,811 
Development costs - - - 7,528 
Patent and intellectual property protection - - - 3,006 
Travel and accommodation - - - 70 

Total 6,041 49,122 260,093 243,415 

 
[b] Sales and marketing expenses 

 

Three Months 
Ended  

September 30, 
2022 

Three Months 
Ended  

September 30, 
2021 

Nine Months  
Ended  

September 30, 
2022 

Nine Months 
Ended  

September 30, 
2021 

 $ $ $ $ 

Advertising and promotion 60,128 48,265 187,843 141,896 
Consulting 11,504 66,610 11,504 102,356 
Depreciation and amortization  1,733 8,560 5,198 17,890 
Management, wages, and related [note 11] 351,911 370,685 1,193,507 1,097,562 
Printing and other  29,464 23,566 118,176 70,915 
Share-based payments [notes 11] (2,698) 20,777 808 87,175 
Travel and accommodation 54,188 13,503 141,408 35,931 

Total  506,230 551,966 1,658,444 1,553,725 

 
[c] General and administration expenses 

 

Three Months 
Ended  

September 30, 
2022 

Three Months 
Ended  

September 30, 
2021 

Nine Months  
Ended  

September 30, 
2022 

Nine Months 
Ended  

September 30, 
2021 

 $ $ $ $ 

Accretion [notes 9] 1,002 65,804 83,461 180,716 
Consulting  1,500  21,986 37,737 143,048 
Depreciation of right-of-use lease asset [note 7]  29,939  29,939 89,819 89,818 
Interest [notes 9 and 10]  16,153  54,689 98,909 161,582 
Legal and professional fees  76,214  49,816 235,868 108,978 
Management, wages, and related [note 11]  146,017  140,035 429,411 464,902 
Office and general  54,762  67,833 177,811 193,535 
Regulatory and transfer agent fees  13,954  27,658 65,347 67,936 
Share-based payments [notes 11 and 12]  3,456  23,234 35,804 101,361 
Travel and accommodation  10,574  7,045 32,409 20,672 

Total  353,571 488,039 1,286,576 1,532,548 
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14. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT // 
 
Fair value  
 
The Company’s financial instruments at September 30, 2022 include cash and cash equivalents, amounts 
receivable, convertible promissory note, accounts payable, accrued liabilities, convertible debt, demand loan 
from related party and CEBA Loan. The fair values of cash and cash equivalents, amounts receivable, accounts 
payable and accrued liabilities approximate their carrying values due to their short-term nature. 
 
IFRS 13 Fair Value Measurement establishes a fair value hierarchy for financial instruments measured at fair 
value that reflects the significance of inputs used in making fair value measurements as follows: 
 
Level 1   - quoted prices in active markets for identical assets or liabilities; 
Level 2   -  inputs other than quoted prices included in Level 1 that are observable for the asset or liability, 

either directly (i.e., as prices) or indirectly (i.e., from derived prices); and 
Level 3   -  inputs for the asset or liability that are not based upon observable market data. 
 
The fair value of cash and cash equivalents is based on Level 1 inputs, and the fair value of the liability 
component of convertible debt is based on Level 2 inputs. The fair values of the convertible debt and CEBA Loan 
at issuance were determined using Level 2 inputs. The fair value of the convertible note receivable was 
determined using Level 3 inputs. 
 
[a] Credit risk 
 
Credit risk is the risk of a financial loss to the Company if a counterparty to a financial instrument fails to meet 
its contractual obligations. Credit risk arises for the Company from its cash and cash equivalents and amounts 
receivable.  
 
The Company has adopted practices to mitigate the deterioration of principal, to enhance the Company’s ability 
to meet its liquidity needs and to optimize yields within those parameters. These investment practices limit the 
investing 
of excess funds to liquid term deposits or cashable guaranteed investment certificates with banks and 
government guaranteed securities with maturities of one year or less. 

 
[b] Liquidity risk 
 
Liquidity risk is the risk that the Company will not be able to meet its obligations as they come due. The 
Company’s exposure to liquidity risk is dependent on its purchasing commitments and obligations and its ability 
to raise funds to meet commitments and sustain operations. The Company manages liquidity risk by 
continuously monitoring its actual and forecasted working capital requirements, and actively managing its 
financing activities. As of September 30, 2022, the Company had working capital deficit of $1,076,170 
(December 31, 2021 – working capital surplus of $1,135,907). 
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14.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED) 
 

[c] Market risk 
 
i. Interest rate risk 
 
Interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate due to changes in 
the market interest rates. The Company is not exposed to significant cash flow fluctuations due to interest rate 
changes on its convertible notes, as these bear interest at a fixed rate of 9.5%. As such, fluctuations in the market 
interest rates during the nine months ended September 30, 2022 and year ended December 31, 2021 had no 
significant impact on its interest income. 

  
ii. Currency risk 
 
The Company is exposed to financial risk related to the fluctuation of foreign exchange rates. The Company has 
a portion of its operating expenses in US dollars and euros (€). The Company has not entered into foreign 
exchange derivative contracts. A significant change in the currency exchange rate between the Canadian dollar 
relative to the US dollar or euro could have an effect on the Company’s results of operations, financial position 
or cash flows. The Company does not currently hold euros. 
 
As at September 30, 2022, the Company had the cash and cash equivalents of $1,710 (December 31, 2021 - 
$1,283) denominated in US dollars. 
 
As at September 30, 2022, the Company had the accounts payable of $180 (December 31, 2021 - $10,254) 
denominated in US dollars. 
 
[d] Capital disclosure 
 
The Company’s objective when managing capital is to ensure its ability to continue as a going concern in order 
to pursue the development of its product candidates for ultimate sale or out-licensing. The Company attempts 
to maximize return to shareholders by minimizing shareholder dilution and, when possible, utilizing non-dilutive 
funding arrangements, such as collaborative partnership arrangements.  
 
The Company defines its capital as share capital, reserves and convertible debentures. The Company has 
financed its capital requirements primarily through share and warrant issuances since inception.  
 
The Company manages its capital structure and adjusts it considering changes in economic conditions and risk 
characteristics of the underlying assets. The Company may issue new securities. The Company is not subject to 
any externally imposed capital requirements. Other than the issuance of convertible debentures, there were no 
changes to the Company’s approach to capital management during the nine months ended September 30, 2022 
and year ended December 31, 2021. 
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15. SEGMENTED DISCLOSURE // 
 
The Chief Executive Officer is the Company’s chief operating decision-maker (“CODM”). The Company has 
determined that there are two operating segments based on the information reviewed by the (CODM) for the 
purposes of allocating resources and assessing performance. The Company’s reportable segments are 
comprised of the commercial platform and the development pipeline.  
 
The Company received revenues from the sale of dry eye products and by providing promotional services to sell 
third party owned products, namely Tacrolimus IR and Vistitan. Over 83% (March 31, 2021 - 96%) of its 
generated revenues are from one arm’s length customer. The Company operates in one geographical segment, 
being the Canadian market. 
 
For the nine months ended September 30, 2022, the Company had revenues of $826,944 (2021 - $1,783,363) 
and $169,753 (2021 - $72,010) for promotional services and dry eye products sales, respectively. 
 
At September 30, 2022, the Company has dry eye product inventory in the amount of $130,106 (December 31, 
2021 - $139,826). 


