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Independent Auditor's Report

To the Shareholders of Ovation Science Inc.

Opinion

We have audited the consolidated financial statements of Ovation Science Inc. (the “Company”), which
comprise the consolidated statements of financial position as at December 31, 2025 and 2024, and the
consolidated statements of loss and comprehensive loss, changes in shareholders’ equity and cash flows for

the years then ended, and notes to the consolidated financial statements, including material accounting
policy information (collectively referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2025 and 2024, and its financial performance and its cash flows
for the years then ended in accordance with IFRS Accounting Standards as issued by the International
Accounting Standards Board.

Basis for Opinion

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

Material Uncertainty Related to Going Concern

We draw attention to Note 1to the financial statements, which indicates that the Company's current liabilities
exceeded its current assets by $1,459,057. 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.

Key Audit Matters

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

Except for the matter described in the Material Uncertainty Related to Going Concern section, we have
determined that there are no other key audit matters to communicate in our report.



Other Information

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

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

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

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

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

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

Those charged with governance are responsible for overseeing the Company's financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

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

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not



detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

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

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

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

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

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

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

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

T mct ..

CHARTERED PROFESSIONAL ACCOUNTANTS
Vancouver, BC

April 30,2026



Ovation Science Inc.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(Expressed in Canadian dollars)

As at As at

Notes December 31, 2025 December 31, 2024
Current assets
Cash $ 72,292 $ 3,312
Trade and other receivables 3 10,526 31,749
Inventory 4 - 28,837
Total current assets 82,818 63,898
Total assets $ 82,818 $ 63,898
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities 5,11 $ 1,258,812 $ 868,055
Derivative Liabilities 7,11 - 17,788
Convertible notes 7,11 259,898 247,803
Promissory note 6,11 23,165 20,675
Total current liabilities 1,541,875 1,154,321
Total liabilities 1,541,875 1,154,321
Shareholders' equity
Share capital 8 4,585,639 4,522,881
Reserves 1,618,422 1,466,243
Accumulated Other Comprehensive Income (Loss) 16,073 (31,610)
Deficit (7,679,191) (7,047,937)
Total shareholders’ equity (1,459,057) (1,090,423)
Total liabilities and shareholders’ equity $ 82,817 $ 63,898

Nature of business and going concern (Note 1)

These consolidated financial statements were approved by the Board of Directors on April 30, 2026:

s

“Doreen McMorran’ Director

“Terry Howlett”

Director

The accompany notes are an integral part of these consolidated financial statements.



Ovation Science Inc.

CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS

(Expressed in Canadian dollars)

Years ended

December 31,
NOTE 2025 2024
Revenue
Product sales 10 36,666 $ 81,590
Royalty fees 10 31,221 31,625
67,887 113,215

Cost of sales 4 (9,821) (27,497)
Gross Margin 58,066 85,718
Operating expenses
Advertising and promotion 1,760 3,856
Depreciation - 2,116
Management and director fees 11 302,065 299,877
Share based payments 11 68,455 -
Office and general 139,192 179,579
Product development - 12,532
Professional fees 126,505 66,792
Write-down of inventory 4 18,266 -
Total operating expenses 656,243 564,752
Other income (expenses)
Interest expense 6,7,11 (50,357) (49,933)
Gain on discount of promissory note 6 - 6,983
Gain (Loss) on derivative liability 7 17,280 66,053
Foreign exchange loss (gain) - (266)
Net loss (631,254) (456,197)
Foreign currency translation to reporting currency 47,683 (53,569)
Net loss and comprehensive loss for the year (583,571) $ (509,766)
Basic and diluted loss per share 0.02) $ (0.01)

35,603,831 34,982,796

Weighted average number of shares outstanding
L —

The accompany notes are an integral part of these consolidated financial statements.



Ovation Science Inc.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(Expressed in Canadian dollars)

Share capital
Shares Amount Reserves Accumulated Other Deficit Total Shareholders' Equity
Comprehensive Loss

Balance, December 31, 2023 33,894,681  $4,455,255 $1,462,422 $21,959 $(6,591,740) $(652,104)
Shares issued for cash 1,350,000 67,626 - - - 67,626
Convertible note issuance - - 3,821 - - 3,836
Foreign currency translation adjustment - - - (53,569) - (53,569)
Net loss for the year - - - - (456,197) (456,197)
Balance, December 31, 2024 35,244,681 4,522,881 1,466,243 (31,610) (7,047,937) (1,090,423)
Shares issued for cash 3,167,000 79,175 79,175 - - 158,350
Stock issuance cost - (16,417) 4,549 - - (11,868)
Share-based payments - - 68,455 - - 68,455
Foreign currency translation adjustment - - - 47,683 - 47,683
Net loss for the year - - - - (631,254) (631,254)
Balance, December 31, 2025 38,411,681  $4,585,639 $1,618,422 $16,073 $(7,679,191) $(1,459,057)

The accompany notes are an integral part of these consolidated financial statements.



Ovation Science Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Expressed in Canadian dollars)

Year ended Year ended
December 31, 2025 December 31, 2024
OPERATING ACTIVITIES
Net loss for the year $ (631,254) $ (456,197)
Non-cash items:
Unrealized foreign exchange (gain) loss (508) 899
Depreciation - 2,116
Share-based payments 68,455 -
Interest expense 14,585 28,606
Gain on derivative liability (17,280) (66,053)
Gain on discount of promissory note - (6,983)
Write-down of inventory 18,266 -
Changes in non-cash operating working capital:
Trade and other receivables 21,223 (26,672)
Prepaid expenses - 3,518
Inventory 10,571 (11,594)
Accounts payable and accrued liabilities 439,505 353,541
Net cash used in operating activities (76,437) (178,819)
FINANCING ACTIVITIES
Proceeds received for the sale of common stock, net 146,481 67,626
Proceeds received for convertible note - 65,656
Net cash provided by financing activities 146,481 133,282
Effect of foreign exchange (1,064) -
Change in cash 68,980 (45,537)
Cash, beginning 3,312 48,849
Cash, ending $ 72,292 $ 3,312

The accompany notes are an integral part of these consolidated financial statements.



OVATION SCIENCE INC.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025 and 2024
(Expressed in Canadian dollars)

1.

NATURE OF BUSINESS AND GOING CONCERN

Ovation Science Inc. (the “Company”) was incorporated in the Province of British Columbia on July 18, 2017, under the
Business Corporations Act of British Columbia. The Company is in the business of providing topical and transdermal
cannabis products under the “Ovation” brand label utilizing patented “Invisicare” delivery technology which it acquired for
exclusive use for cannabis formulated products from Skinvisible Pharmaceuticals, Inc. (“Skinvisible”). The Company’s
shares are traded on the Canadian Securities Exchange under the symbol “OVAT” and the US exchange OTCQB under the
symbol “OVATEF”.

The Company is headquartered in Vancouver, British Columbia, Canada. The Company’s wholly owned subsidiary, Ovation
Science USA Inc.’s operations are located in Las Vegas, Nevada.

These consolidated financial statements have been prepared on a going concern basis which assumes that the Company will
be able to realize its assets and discharge its liabilities in the normal course of business for the foreseeable future. As at
December 31, 2025, the Company’s current liabilities exceeded its current assets by $1,459,057. The Company is not able
to finance day to day activities through operations and has incurred losses since inception. The continuing operations of the
Company are dependent upon its ability to develop a viable business and to attain profitable operations and generate funds
there from. This indicates the existence of a material uncertainty that may cast significant doubt about the Company’s ability
to continue as a going concern. Management intends to finance operating costs with loans from directors and companies
controlled by directors and/or issuance of common shares. If the Company is unable to continue as a going concern, the net
realizable value of its assets may be materially less than the amounts on its consolidated statements of financial position.

MATERIAL ACCOUNTING POLICY INFORMATION
Basis of preparation

Statement of compliance
These consolidated financial statements have been prepared in accordance with IFRS Accounting Standards (“IFRS”) as
issued by the International Accounting Standards Board (“IASB”).

The consolidated financial statements were authorized for issue by the Board of Directors on April 30, 2026.

Basis of measurement

These consolidated financial statements have been prepared on a historical cost basis, modified where applicable. In addition,
these consolidated financial statements have been prepared using the accrual basis of accounting except for cash flow
information. The consolidated financial statements are presented in Canadian dollars, unless otherwise noted.

Basis of consolidation

These consolidated financial statements include the amounts of the Company and its wholly-owned subsidiary, Ovation
Science USA Inc. All inter-company balances, transactions, income and expenses have been eliminated upon consolidation.
Subsidiaries are entities controlled by the Company. Control exists when the Company has power over an entity, when the
Company is exposed, or has rights, to variable returns from the entity and when the Company has the ability to affect those
returns through its power over the entity. Subsidiaries are included in the consolidated financial results of the Company from
the effective date of acquisition up to the effective date of disposition or loss of control. Where necessary, adjustments are
made to the consolidated financial statements of subsidiaries to bring their accounting policies in line with those used by the
Company.

3|Page



OVATION SCIENCE INC.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025 and 2024
(Expressed in Canadian dollars)

2.

MATERIAL ACCOUNTING POLICY INFORMATION (Continued)
Significant estimates and judgments

Significant estimates

The Company makes estimates and assumptions about the future that affect the reported amounts of assets and liabilities.
Estimates and judgments are continually evaluated based on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the circumstances. In the future, actual experience may differ from
these estimates and assumptions.

In preparing these consolidated financial statements, management has made judgments, estimates and assumptions that affect
the application of the Company’s accounting policies and the reported amount of assets, liabilities, income and expenses.
Actual results may differ from these estimates. Management reviews these estimates and underlying assumptions on an
ongoing basis, based on experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. Revisions to estimates are adjusted for prospectively in the period in which the estimates
are revised.

Estimates and assumptions where there is significant risk of material adjustments to assets and liabilities in future accounting
periods include the recoverability of trade and other receivables, impairment of non-financial assets, fair value measurements
for financial instruments, fair value measurements for share-based payments and the recoverability and measurement of
deferred tax liability.

Significant judgements
The preparation of financial statements in accordance with IFRS requires the Company to make judgements, apart from
those involving estimates, in applying accounting policies. The most significant judgments in applying the Company’s
financial statements include:

a) 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;
b) The assessment of the Company’s functional currency; and
¢) The classification of financial instruments.

The Company makes estimates and assumptions about the future that affect the reported amounts of assets and liabilities.
Estimates and judgments are continually evaluated based on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the circumstances. In the future, actual experience may differ from
these estimates and assumptions.

Financial instruments

Recognition, classification and measurement

Financial assets are classified and measured based on the business model for managing the financial assets and the contractual
cash flow characteristics of the financial assets. [IFRS 9 contains three primary measurement categories for financial assets:
amortized cost, fair value through other comprehensive income and fair value through profit and loss. Financial assets are
recognized in the statements of financial position if the Company has a contractual right to receive cash or other financial
assets from another entity. Financial assets are derecognized when the rights to receive cash flows from the asset have expired
or were transferred and the Company has transferred substantially all risks and rewards of ownership.

All financial liabilities are recognized initially on the trade date at which the Company becomes a party to the contractual

provisions of the instruments. The Company derecognizes a financial liability when its contractual obligations are
discharged, cancelled or expired.

4|Page



OVATION SCIENCE INC.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025 and 2024
(Expressed in Canadian dollars)

2.

MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

Financial instruments are not reclassified subsequent to their initial recognition unless the Company changes its business
model for managing financial assets, in which case all affected financial assets are reclassified on the first day of the first
reporting period following the change in the business model.

The Company has classified its trade and other receivables, accounts payable and other liabilities, promissory notes and
convertible notes as financial assets and financial liabilities measured at amortized cost. Such assets and liabilities are
recognized initially at fair value inclusive of any directly attributable transaction costs and subsequently carried at amortized
cost using the effective interest method, less any impairment losses. The Company has classified its cash as a financial asset
measured at fair value through profit and loss.

Financial assets and financial liabilities are offset and the net amount presented in the statements of financial position when,
and only when, the Company has a legal right to offset the amounts and intends either to settle on a net basis or to realize
the asset and settle the liability simultaneously.

The Company’s derivatives are carried at fair value and are reported as assets when they have a positive fair value and as
liabilities when they have a negative fair value. Changes in the fair values of derivative financial instruments are reported in
the consolidated statements of loss and comprehensive loss.

Impairment of financial assets

The Company recognizes loss allowances for expected credit losses on financial assets measured at amortized cost. Loss
allowances for accounts receivables are always measured at an amount equal to lifetime expected credit losses if the amount
is not considered fully recoverable. A financial asset carried at amortized cost is considered credit-impaired if objective
evidence indicates that one or more events have had a negative effect on the estimated future cash flows of that asset that
can be estimated reliably. Individually significant financial assets are tested for credit-impairment on an individual basis.
The remaining financial assets are assessed collectively.

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference between its
carrying amount and the present value of the estimated future cash flows discounted at the asset's original effective interest
rate.

In assessing collective impairment, the Company uses historical trends of the probability of default, timing of recoveries and
the amount of loss incurred, adjusted for management's judgment as to whether current economic and credit conditions are
such that the actual losses are likely to be greater or less than suggested by historical trends.

Losses are recognized in the statements of comprehensive loss and reflected in an allowance account against receivables.
When a subsequent event causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed
through the statements of comprehensive loss.

Share capital

Common shares are classified as equity. Incremental costs directly attributable to the issuance of common shares are
recognized as a deduction from shareholders' equity, net of tax.

Foreign currency translation

The reporting currency is the Canadian dollar (“CAD”), which is the functional currency of the Company. The functional
currency of Ovation Science USA Inc. is the United States dollar (“USD”). Transactions in currencies other than the
functional currency are recorded at the rate of exchange prevailing on the date of the transaction, except amortization, which
is translated at the rates of exchange applicable to the related assets. Monetary assets and liabilities that are denominated in
foreign currencies are translated at the rate prevailing at each reporting date.

5|Page



OVATION SCIENCE INC.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025 and 2024
(Expressed in Canadian dollars)

2.

MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

Non-monetary items that are measured at historical cost in a foreign currency are translated at the exchange rate on the date
of the initial transaction. Non-monetary items that are measured at fair values are reported at the exchange rate on the date
when fair values are determined. Foreign currency translation differences are recognized in profit or loss, except for
differences on the translation of foreign entities to reporting currency on consolidation, which are recognized in other
comprehensive income.

On consolidation, the assets and liabilities of entities are translated into the reporting currency at the rate of exchange at the
reporting date and the consolidated statements of loss and comprehensive loss are translated at the average exchange rates
for the year. The exchange differences arising on translation for consolidation purposes are recognized in other
comprehensive income.

Inventory

Inventory consists of raw materials and finished goods for CBD products and polymer materials. Inventory is initially valued
at cost and subsequently at the lower of cost and net realizable value. Net realizable value is determined as the estimated
selling price in the ordinary course of business less the estimated costs of completion and the estimated costs necessary to
make the sale. Cost is determined using the weighted average cost basis. The Company reviews inventory for obsolete and
slow-moving goods and any such inventory is written down to net realizable value.

Cost of sales

Cost of sales includes the expenses incurred to acquire and produce inventory for sale, including product costs, freight costs,
as well as provisions for reserves related to excess or obsolete inventory, or lower of cost and net realizable value adjustments
as required.

Convertible notes

The components of the compound financial instrument (convertible note) issued by the Company are classified separately
as financial liabilities and equity in accordance with the substance of the contractual arrangement and the definitions of a
financial liability and an equity instrument. The conversion option that will be settled by the exchange of a fixed amount in
cash for a fixed number of equity instruments of the Company is classified as an equity instrument. At the issue date, the
liability component is recognized at fair value, which is estimated using the effective interest rate on the market for similar
nonconvertible instruments. Subsequently, the liability component is measured at amortized cost using the effective interest
rate until it is extinguished on conversion or maturity.

The value of the conversion option classified as equity is determined at the issue date, by deducting the amount of the liability
component from the fair value of the compound instrument as a whole. This amount is recognized in equity, net of tax
effects, and is not revised subsequently. When the conversion option is exercised, the equity component of the convertible
notes will be transferred to share capital. No profit or gain is recognized to the conversion or expiration of the conversion
option.

Share-based payments

The Company grants stock options to buy common shares of the Company to directors, officers, employees and consultants.
An individual is classified as an employee when the individual is an employee for legal or tax purposes or provides services
similar to those performed by an employee. The fair value of stock options is measured on the date of grant, using the Black-
Scholes option pricing model, and is recognized over the vesting period. Share-based payments are initially recorded to
reserves. Subsequently, consideration paid for the shares on the exercise of share-based payments are credited to share
capital. In situations where equity instruments are issued to non-employees and some or all of the goods or services received
by the entity as consideration cannot be specifically identified, they are measured at fair value of the share-based payment.
Otherwise, share-based payments are measured at the fair value of goods or services received.
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OVATION SCIENCE INC.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025 and 2024
(Expressed in Canadian dollars)

2.

MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

The Company measures the cost of equity-settled transactions with employees by reference to the fair value of the equity
instruments at the date at which they are granted. Estimating fair value for share-based payment transactions requires
determining the most appropriate valuation model, which is dependent on the terms and conditions of the grant.

This estimate also requires determining the most appropriate inputs to the valuation model including the expected life of the
stock option, volatility, interest rate and dividend yield and making assumptions about them.

Valuation of equity units issued in private placements

The Company has adopted a residual value method with respect to the measurement of shares and warrants issued as private
placement units. The residual value method first allocates value to the most easily measured component based on fair value
and then the residual value, if any, to the less easily measurable component.

Loss per share

Basic loss per share is calculated by dividing the statement of loss and comprehensive loss by the weighted average number
of common shares outstanding during the year. Diluted loss per share is determined by adjusting the statement of loss and
comprehensive loss and the weighted average number of common shares outstanding for the effects of dilutive instruments
such as options granted to employees and warrants outstanding. The weighted average number of diluted shares is calculated
in accordance with the treasury stock method. The treasury stock method assumes that the proceeds received from the
exercise of all potentially dilutive instruments are used to repurchase common shares at the average market price during the
year.

Income taxes

Income tax expense comprises current and deferred tax. Income tax is recognized in the statement of loss and comprehensive
loss, except to the extent that it relates to items recognized in other comprehensive loss or directly in equity. In this case the
income tax is also recognized in other comprehensive loss or directly in equity, respectively.

Current income tax

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

Deferred tax

Deferred tax is recognized on temporary differences at the reporting date arising between the tax bases of assets and liabilities
and their carrying amount for financial reporting purposes. The carrying amount of deferred tax assets is reviewed at the end
of each reporting period and recognized only to the extent that it is probable that future taxable income will be available to
allow all or part of the temporary differences to be utilized. Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the year when the asset is realized or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted and are expected to apply by the end of the reporting period.
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OVATION SCIENCE INC.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025 and 2024
(Expressed in Canadian dollars)

2.

MATERIAL ACCOUNTING POLICY INFORMATION (Continued)

Deferred tax assets and deferred income tax liabilities are offset if a legally enforceable right exist to set off current tax assets
against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority.

Revenue recognition

Revenue represents the amount the Company expects to receive for products and services in its contracts with customers,
net of discounts and sales taxes. The Company reports revenue under two revenue categories, being product sales and royalty
fees. Product sales revenue consists of sales and packaging fees and is accounted for as product revenue. Product revenue is
recognized when control of the product has transferred under the terms of an enforceable contract. Royalty fee revenue
consists of development fees, packaging fees and any other fees associated with the License.

Development and packaging fees are paid based on a percentage of net revenue of products sold by licensees and their
affiliates. These sales-based fees are recognized at the later of when the sale occurs and satisfaction of the performance
obligation.

Future standards not yet adopted

IFRS 18 Presentation and Disclosure in Financial Statements

In April 2024, the IASB issued IFRS 18 Presentation and Disclosure in Financial Statements ("IFRS 18") which replaces
IAS 1 Presentation of Financial Statements. This standard aims to improve how companies communicate in their financial
statements, with a focus on information about financial performance in the statement of profit or loss, in particular additional
defined subtotals, disclosures about management-defined performance measures and new principles for aggregation and
disaggregation of information. IFRS 18 is accompanied by limited amendments to the requirements in IAS 7 Statement of
Cash Flows. IFRS 18 is effective from January 1, 2027. Companies are permitted to apply IFRS 18 before that date. The
Company is currently assessing the impact the new standard will have on its financial statements.

TRADE AND OTHER RECEIVABLES

As at December 31, 2025 2024

Trade receivables $ 4552 $ 25,007

GST receivable 5,974 6,742
$ 10,526 $ 31,749
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OVATION SCIENCE INC.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025 and 2024
(Expressed in Canadian dollars)

4. INVENTORY

As at December 31, 2025 2024

Finished goods $ - 3 24,667

Raw materials - 4,170
$ - 3 28,837

During the year ended December 31, 2025, the Company incurred $9,821 (2024 - $27,497) in costs of sales related to
inventory. During the year ended December 31, 2025, the Company recorded a write-down of inventory of $18,266 (2024 -
$Nil).

5. ACCOUNTS PAYABLE AND OTHER LIABILITIES

As at December 31 2025 2024
Accounts payable $ 142,351 $ 130,332
Accrued liabilities 44,961 5,131
Due to related parties (Note 11) 1,071,500 732,592
$ 1,258,812 § 868,055

6. PROMISSORY NOTE

On December 20, 2022, the Company issued an unsecured promissory note to a member of key management personnel for

$27,242 (USD$20,000). The promissory note is non-interest bearing and was due on December 20, 2023. As the promissory
note is non-interest bearing, the initial fair value was estimated at $23,086 (USD$16,949) using a market discount rate of
18%. The promissory note is amortized over the term using the effective interest rate method. As at December 31, 2024, the
note remains outstanding and interest expense related to the promissory note recorded was $3,987. At initial recognition, a
gain on the discount of the promissory note of $4,156 was recorded. On December 20, 2023, the noteholder agreed to extend
the maturity date of the note to December 31, 2024. On December 19, 2024, the noteholder agreed to extend the maturity
date of the note to December 31, 2025, as a result the Company recorded a gain on discount of promissory note of $6,982.
As at December 31, 2025, the note had reached maturity and remained outstanding. Although the Company executed an
extension agreement subsequent to year-end, it did not have an enforceable right to defer settlement at December 31, 2025.

The following table summarizes the continuity of the liability component of the Company’s promissory note:

Promissory note

Balance at December 31, 2023 $ 22,541
Foreign exchange loss 1,543
Discount of promissory note (7,712)
Accrued interest 4,303
Balance at December 31, 2024 $ 20,675
Foreign exchange loss (1,032)
Accrued interest 3,522
Balance at December 31, 2025 $ 23,165
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OVATION SCIENCE INC.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025 and 2024
(Expressed in Canadian dollars)

7. CONVERTIBLE NOTES

As at December 31, 2025 and 2024, the Convertible Notes outstanding had the following terms:

December 31, 2025 December 31, 2024
Denominated in Canadian Dollars:
Security Unsecured Unsecured
Interest rate per annum 10% 10%
Conversion price $0.05 CAD $0.05 CAD
December 31, 2025 and due on May 16, 2024 to
Maturity date demand December 5, 2025
Undiscounted principal outstanding $90,811 $90,811
Unamortized discount - (2,974)
Carrying amount $90,811 $87,837
Accrued interest included in accounts
payable and accrued liabilities $10,830 $11,677
Denominated in US Dollars:
Security Unsecured Unsecured
Interest rate per annum 10% 10%
Conversion price $0.05 CAD $0.05 CAD
December 5, 2025 to December August 2, 2024 to
Maturity date 31, 2025, and due on demand December 5, 2025
Undiscounted principal outstanding $169,087 $177,513
Unamortized discount - (17,547)
Carrying amount $169,087 $159,966
Accrued interest included in accounts
payable and accrued liabilities $20,381 $24,372

On January 27, 2025, the Company extended the unsecured convertible notes with maturity dates that were past due to
have a maturity date of December 31, 2025. The extensions have been accounted for as modifications with gain or loss
recognized within interest expense on the statement of loss and comprehensive loss.

On March 31, 2025, the Company amalgamated the unsecured convertible notes denominated in both USD and CAD
with issued to the CFO to combine the multiple unsecured convertible notes into two unsecured convertible notes, one
denominated in USD and one denominated in CAD. The terms of the amalgamated unsecured convertible notes are due
on demand, unsecured, bear interest at 10% per annum and have a conversion price of $0.05. The gain or loss on
amalgamation has been included within interest expense on the statement of loss and comprehensive loss.
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Notes to the Consolidated Financial Statements
For the year ended December 31, 2025 and 2024
(Expressed in Canadian dollars)

7.

CONVERTIBLE NOTES (Continued)

The following table summarizes the continuity of the liability component of the Company’s convertible note issued:

Convertible notes

Balance at December 31, 2023 $ 170,075
Proceeds from issuance of convertible note 65,656
Amount allocated to conversion feature — liability (19,979)
Amount allocated to conversion feature — equity (3,821)
Accretion expense 24,303
Foreign Exchange 11,569
Balance at December 31, 2024 $ 247,803
Foreign Exchange (7,717)
Accretion expense 19,812
Balance at December 31, 2025 $ 259,898

As at December 31, 2025, the Company revalued the derivative liabilities and recorded a $17,280 loss on derivative liability.

Balance at December 31, 2023 $ 62,525
Amount allocated from conversion feature 19,979
Change in fair value of derivative (66,053)
Foreign Exchange 1,337
Balance at December 31, 2024 $ 17,788
Change in fair value of derivative (17,280)
Foreign Exchange (508)
Balance at December 31, 2025 $ -
SHARE CAPITAL

Authorized share capital
Unlimited number of common shares without par value. Unlimited number of preferred shares without par value.

Common shares

During the year ended December 31, 2025:

On October 20, 2025, the Company closed public offerings consisting of 3,167,000 units at $0.05 per unit for gross proceeds
of $158,350. Each unit consists of one common share and one warrant with each warrant entitling the holder to purchase one
additional common share of the Company at a price of $0.05 per share for a period of two years. Of the total proceeds raised,
$79,175 was allocated to the warrants using the residual method.

During the year ended December 31, 2024:

On March 11, 2024, the Company closed public offerings consisting of 1,350,000 units at $0.05 per unit for gross proceeds

0f $67,626. Each unit consists of one common share and one-half warrant with each warrant entitling the holder to purchase
one additional common share of the Company at a price of $0.05 per share for a period of two years.

I11|Page



OVATION SCIENCE INC.

Notes to the Consolidated Financial Statements
For the year ended December 31, 2025 and 2024
(Expressed in Canadian dollars)

9.

RESERVE
Stock option plan

The Directors of the Company adopted a stock option plan on April 10, 2018 (the “Plan”). The Plan provides that, subject
to the requirements of the Canadian Securities Exchange, the aggregate number of securities reserved for issuance will be
10% of the number of the Company’s Common Shares issued and outstanding at the time such options are granted. The Plan
provides that the number of Common Shares that may be reserved for issuance to any one individual upon exercise of all
stock options held by such individual may not exceed 5% of the issued Common Shares, if the individual is a director,
officer, employee or consultant, or 1% of the issued Common Shares, if the individual is engaged in providing investor
relations services, on a yearly basis. All options granted under the Plan will expire not later than the date that is ten years
from the date that such options are granted. Options terminate earlier as follows: (i) immediately in the event of dismissal
with cause; (ii) 90 days from date of termination other than for cause; or (iii) one year from the date of death or disability.

On December 18, 2025, the Company granted 2,200,000 stock options to various officers, directors and consultants. Each
option granted can be exercised to purchase one common share of the Company at $0.05 per share. These options vested
immediately and expire on December 18, 2027. During the year ended December 31, 2025, the Company recorded share-
based payment expense of $68,455. The stock options were valued using the Black Scholes Option Pricing model using the
following weighted average assumptions: share price: $0.04, expected life: 2.00 years, expected volatility:180%.

Stock options

A summary of option activity is as follows:

Weighted average exercise

Options price
Outstanding and exercisable, December 31, 2023 and 2024 2,600,000 -
Granted 2,200,000 $ 0.05
Expired (2,600,000) $ 0.01
Outstanding and exercisable, December 31, 2025 2,200,000 $ 0.09
Warrants
A summary of warrant activity is as follows:
Warrants Weighted average exercise price
Outstanding and exercisable, December 31, 2023 and 2024 480,000 $ 0.05
Granted — Private placement warrants 3,167,000 0.05
Granted — Finders fee warrants 237,360 0.05
Expired (480,000) 0.05
Outstanding and exercisable, December 31, 2025 3,404,360 $ 0.05

At December 31, 2025, the weighted-average remaining contractual life of warrants outstanding is 1.80 years

During the year ended December 31, 2025, the Company issued 3,167,000 2-year warrants as part of the public offering.
Each warrant granted can be exercise to purchase one common share of the Company at $0.05 per share. The Company

valued the warrant at $79,175 using the residual method.
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9.

10.

11.

RESERVE (Continued)
Warrants (Continued)

During the year ended December 31, 2025, the Company granted 237,360 2-year warrants as part of a public offering as
finders fees. Each warrant granted can be exercised to purchase one common share of the Company at $0.05 per share. The
Company valued the warrants at $4,549. The warrants were valued using the Black Scholes Option Pricing model using the
following weighted average assumptions: share price: $0.025, expected life: 2.00 years, expected volatility: 193%.

SEGMENTED INFORMATION

The Company primarily operates in one reportable operating segment, the sub-licensing and sales of cannabis products that
utilize Invisicare®, a patented polymer-based technology for topical and transdermal skin care products. As the operations
comprise a single reporting segment, amounts disclosed in the financial statements also represent segment amounts.

The operating segment of the Company is defined as a component of the Company for which separate financial information
is available and is evaluated regularly by the chief operating decision maker in allocating resources and assessing
performance. The chief operating decision maker of the Company is the Chief Executive Officer.

The Company has one group of similar products due to having a similar underlying technology, class of customers, and
economic characteristics.

Revenue
During the year ended December 31, 2025 2024
Canada $ - S -
United States 67,877 113,215

$ 67,877 $ 113,215

During the year ended December 31, 2025, two customers accounted for 65% and 29% of the Company’s total revenue
(2024 — two customers accounted for 33% and 35%). All of these customers are located in the United States.

RELATED PARTY TRANSACTIONS

Key management compensation

Key management personnel include those people who have authority and responsibility for planning, directing and
controlling the activities of the Company as a whole. The Company has determined that key management personnel consist
of members of the Company’s Board of Directors and corporate officers. The remuneration of directors and key management
personnel is as follows:

Year ended December 31, 2025 2024
Management fees $ 302,065 $ 295,877
Share-based payments 68,455 -
Director fees - 4,000
$ 370,520 $ 299,877

Related party transactions and balances
As at December 31, 2025, accounts payable and other liabilities consist of $1,071,500 (2024 - $732,592) in directors fees,
royalties, consulting fees, expense reimbursements, accrued interest and rent expense owed to related parties. These amounts
are non-interest bearing, unsecured and due on demand.
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11.

12.

13.

RELATED PARTY TRANSACTIONS (Continued)

As of December 31, 2025, the Company had convertible notes due to management and directors of $240,860 (2024 —
219,500) (Note 7). During the year ended December 31, 2025, the Company incurred $18,631 (2024 - $23,170) of interest
on these convertible notes.

As of December 31, 2025, the Company had promissory notes due to the COO and director of $23,165 (2024 — 20,675)
(Note 6). During the year ended December 31, 2025, the Company incurred $3,522 (2024 - $4,303) of interest on this
promissory note.

CAPITAL MANAGEMENT

The Company’s objectives when managing capital are to safeguard its ability to continue as a going concern in order to
pursue its operations and to maintain a flexible capital structure, which optimizes the costs of capital at an acceptable risk.
The Company considers its capital for this purpose to be its promissory notes, convertible notes and shareholders’ equity.

The Company’s primary source of capital is through the issuance of convertible notes and equity. The Company manages
and adjusts its capital structure when changes in economic conditions occur. To maintain or adjust the capital structure, the
Company may seek additional funding. The Company may require additional capital resources to meet its administrative
overhead expenses in the long term. The Company believes it will be able to raise capital as required in the long term but
recognizes there will be risks involved that may be beyond its control. There are no external restrictions on the management
of capital.

FINANCIAL INSTRUMENTS

The Company thoroughly examines the various financial instrument risks to which it is exposed and assesses the impact and
likelihood of those risks. These risks may include interest rate risk, credit risk, liquidity risk, currency risk and price risk.

a) Interest rate risk: Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate due to changes in market interest rates. As at December 31, 2025, the Company is not exposed to any
significant interest rate risk.

b) Credit risk: Credit risk is the risk of potential loss to the Company if the counterparty to a financial instrument fails
to meet its contractual obligations. The Company’s credit risk exposure is primarily related to its liquid financial
assets including cash and accounts receivable. The Company limits exposure to credit risk on liquid financial assets
by maintaining its cash with high credit-quality financial institutions and by actively managing and monitoring its
receivables. The Company’s cash is held with a major Canadian-based financial institution. Receivables consist of
trade receivables from customers and goods and services tax due from the government of Canada. The Company
actively monitors defaults of customers and incorporates this information into its credit risk controls.

a) Liquidity risk: Liquidity risk arises from the excess of financial obligations over available financial assets due at
any point in time. The Company’s objective in managing liquidity risk is to maintain sufficient readily available
reserves in order to meet its liquidity requirements. The Company addresses its liquidity through equity financing
obtained through the sale of common shares and through loans from related parties. While the Company has been
successful in securing financings in the past, there is no assurance that it will be able to do so in the future. As at
December 31, 2025, the Company had cash of $72,292 to settle current liabilities of $1,541,875.
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14. FINANCIAL INSTRUMENTS (Continued)

15.

d) Currency risk: Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
due to changes in foreign exchange rates. As at December 31, 2025, the Company’s financial instruments, including
cash, receivables, and accounts payable, are denominated primarily in U.S. dollars, which is also the functional
currency of the subsidiary through which these balances are held. As such, these instruments are not exposed to
significant currency risk from the perspective of the subsidiary. Although the consolidated financial statements are
presented in Canadian dollars, translation differences arising from consolidation are recognized in other
comprehensive income and do not impact the Company's profit or loss. Therefore, the Company is not subject to
material currency risk with respect to these balances as at December 31, 2025.

Fair value: Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy
according to the relative reliability of the inputs used to estimate the fair values. The three levels of the fair value hierarchy
are:

Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities;

Level 2 — Inputs other than quoted prices included within level 1 that are observable for the asset or liability either directly
or indirectly; and

Level 3 — Inputs that are not based on observable market data.

The carrying value of Company’s financial assets and liabilities as at December 31, 2025 approximate their fair value due
to their short-term nature.

INCOME TAXES

Years ended December 31, 2025 2024

Net loss for the year $ (631,254) $ (456,197)
Statutory income tax rate 27% 27%
Income tax benefit computed at the statutory tax rate (170,000) (123,000)
Non-deductible expenditures and other (4,000) (11,000)
Adjustment to prior year provision versus statutory tax returns (287,000) 30,000
Unrecognized benefit from income tax losses 461,000 104,000
Income tax recovery $ - $ -

As at December 31, 2025, the Company has non-capital tax loss carry forwards in Canada of $4,882,000 which can be
applied to reduce future Canadian taxable income and will expire on between 2038 and 2043. In addition, the Company had
net operating tax loss carry forwards in the United Sates of $1,898,000 which can be applied to reduce future US taxable
income which will have an unlimited expiry period. No deferred tax asset has been recognized for these tax losses as the
Company’s ability to generate taxable income is unknown.
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